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ASSESSING THE COMMUNICATIONS
MARKETPLACE: A VIEW FROM THE FCC

THURSDAY, FEBRUARY 1, 2007

U.S. SENATE,
COMMITTEE ON COMMERCE, SCIENCE, AND TRANSPORTATION,
Washington, DC.

The Committee met, pursuant to notice, at 10:05 a.m. in Room
SR-253, Russell Senate Office Building. Hon. Daniel K. Inouye,
presiding.

OPENING STATEMENT OF HON. DANIEL K. INOUYE,
U.S. SENATOR FROM HAWAII

The CHAIRMAN. Chairman Martin and members of the Commis-
sion, I believe it is appropriate that we hear from all five members
of the Federal Communications Commission today, on the eve of
Superbowl Sunday, since it was the 2004 Superbowl with that ex-
traordinary halftime program that brought us together here the
last time.

A lot has happened since that hearing, and the Committee appre-
ciates the willingness of the Commission to speak with us today
about the state of the industry and what we must do, as a Nation,
to ensure that the benefits of the new communications technologies
are shared by all Americans regardless of income or geography.

The Commission is charged with acting in the “public interest.”
It is an important mandate, and we look forward to participating
in dliscussions with the Commission as to how we can advance such
goals.

In 3 years, we have seen the mergers of the two largest Bell com-
panies, with the two largest long-distance companies. This was im-
mediately followed by AT&T’s acquisition of BellSouth. Meanwhile,
technology has fueled change, and simple-purpose networks have
given way to new multi-purpose platforms that can support all
measures of applications and services, including voice, video, and
email services.

But the communications revolution does not come without risk.
As public servants, both here in Congress and on the Commission,
we must be vigilant in our oversight to ensure that the communica-
tions industry evolves in a manner that does not harm consumers.

Consumers must have confidence that dialing 9-1-1 means get-
ting emergency help, whether that call is made over a traditional
phone line, a wireless phone, or a Voice-over-Internet-Protocol serv-
ice. They must be confident that their private, personal information
will be protected from abuse. Further, consumers must be assured
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of evenhandedness from network operators so that consumers reap
the full benefits of competition.

We must encourage continued innovation in the industry. I am
troubled that other countries are leapfrogging the United States in
the deployment of broadband access. As policymakers, we must ask
ourselves whether companies have the right incentives to invest in
this technology, and what we can do to keep the United States
competitive with the rest of the world.

While private industry has brought to the marketplace many
wonderful innovations that improve our lives at work and at home,
I want to be certain that the FCC has the tools it needs to carry
out its mission of protecting the public interest and consumers.

And now it is my privilege to call upon the Vice Chairman, Sen-
ator Stevens.

STATEMENT OF HON. TED STEVENS,
U.S. SENATOR FROM ALASKA

Senator STEVENS. Thank you very much, Mr. Chairman. In view
of the timeframe today, we have several votes starting right before
noon, I would defer my statement until the time for questioning.

I appreciate very much your having this hearing, and obviously
there’s a great interest in the community concerning issues per-
taining to the FCC. Thank you.

The CHAIRMAN. Your statement will be made part of the record.

[The prepared statement of Senator Stevens follows:]

PREPARED STATEMENT OF HON. TED STEVENS,
U.S. SENATOR FROM ALASKA

It has been ten months since all five of you last appeared together before the
Committee. There have been a number of regulatory proposals that have drawn na-
tional attention. Some of those issues have been resolved, but other issues impor-
tant to consumers remain.

As February 17, 2009, approaches, much remains to be done to assure a smooth
digital television transition. Plans are in place to achieve the goal, but coordination,
outreach and execution is needed on the local level to make sure that all consumers
are informed. What broadcast TV means to parts of Alaska is different from what
it means to Manhattan. How to get a converter box to remote Alaska villages is also
different. Because of unique needs rural America should be a top priority for the
digital transition.

The 700 MHz spectrum auction for the DTV transition takes place next year. This
spectrum represents great opportunities to bring new consumer services, including
additional broadband. And the auction will fund a number of public safety programs
that have already been put into place.

Deployment of broadband also is an important priority. The Commission has indi-
cated that steps to provide a more accurate picture of the marketplace will be taken,
and it is my hope that these actions will be taken soon. Universal service is the
most important element for the communications infrastructure our country needs in
rural areas. I was glad to see that the Joint Board has outlined proposals for com-
prehensive reform. While Alaska is unique, it is not alone in needing universal serv-
ice programs to deliver the benefits of broadband, telemedicine and distance learn-
ing. Universal service has a central role in the continued development of this coun-
try’s resources in rural America and any reform efforts should reflect this important
role.

The CHAIRMAN. Senator Sununu?
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STATEMENT OF HON. JOHN E. SUNUNU,
U.S. SENATOR FROM NEW HAMPSHIRE

Senator SUNUNU. I'm certainly not going to speak any longer
than my Ranking Member. I look forward to the testimony of all
of the Commission.

The CHAIRMAN. Senator Klobuchar?

STATEMENT OF HON. AMY KLOBUCHAR,
U.S. SENATOR FROM MINNESOTA

Senator KLOBUCHAR. Thank you very much, Chairman, and I'd
like to hear the testimony as well. I have some questions, and will
speak a little after they are done with their comments.

The CHAIRMAN. Ms. McCaskill?

STATEMENT OF HON. CLAIRE MCCASKILL,
U.S. SENATOR FROM MISSOURI

Senator McCASKILL. I'll forego giving a statement, Mr. Chair-
man. I look forward to questioning. Thank you.

The CHAIRMAN. Thank you very much.

Senator Thune?

STATEMENT OF HON. JOHN THUNE,
U.S. SENATOR FROM SOUTH DAKOTA

Senator THUNE. Thank you, Mr. Chairman.

I, too, want to welcome the Commissioners before us this morn-
ing. I look forward to hearing from them.

I will apologize in advance, for we have General Casey in front
of the Armed Services Committee today, so I'll probably be going
back and forth, but I look forward to getting a chance to question
our panels today.

Thank you.

The CHAIRMAN. Thank you very much.

[The prepared statement of Senator Thune follows:]

PREPARED STATEMENT OF HON. JOHN THUNE,
U.S. SENATOR FROM SOUTH DAKOTA

Mr. Chairman, Vice Chairman Stevens, thank you for holding this hearing today.
Conducting oversight of our Nation’s regulatory agencies is an important duty of
Congress. We must ensure that agencies, such as the FCC, are implementing the
%fwlvdand being responsive as they can to the needs of consumers and other stake-

olders.

It is my hope that this hearing proves constructive and that the needs of tele-
communications consumers, who also happen to be our constituents, are the focus
of today’s questions and answers. Thank you to the Commission for coming before
the Committee today.

The CHAIRMAN. Senator Lautenberg?

STATEMENT OF HON. FRANK R. LAUTENBERG,
U.S. SENATOR FROM NEW JERSEY

Senator LAUTENBERG. Mr. Chairman, I will refrain from reading
my interesting statement.

[Laughter.]

The CHAIRMAN. And now it’s my privilege to call upon the Chair-
man of the Commission, the Honorable Kevin J. Martin.
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STATEMENT OF HON. KEVIN J. MARTIN, CHAIRMAN,
FEDERAL COMMUNICATIONS COMMISSION

Mr. MARTIN. Thank you.

Good morning, Chairman Inouye, Vice Chairman Stevens, and
members of the Committee. Thank you for the opportunity to be
here today to discuss the state of the telecommunications industry.

I have a brief opening statement, and then I look forward to an-
swering any questions that you may have.

I have had the privilege of serving at the Federal Communica-
tions Commission for over 5 years, including almost 2 years as the
agency’s Chairman. During this period, my colleagues and I, fol-
lowing guidance from this Committee and Congress, have overseen
a telecommunications industry undergoing rapid and unprece-
dented change.

These changes have seen the telecommunications industry tran-
sition from a period of sharp decline to one of significant growth.
Companies and consumers alike have finally found the promised
land of convergence. Telephone calls are now being made using the
Internet and cable systems. Television programs are increasingly
available on the Internet and are watched when and where we
want them.

Cell phones are mini-computers. They take pictures, play songs
and games, send e-mail, and hopefully soon will send and receive
emergency messages.

Teens ignore the television and stereo, downloading songs to
their MP3 players and posting videos on YouTube. The Internet
has become an invaluable tool for educating our children, treating
patients, and giving a voice and creative outlet to individuals from
all walks of life.

Faced with such fast-paced technological change, the Commission
has tried to make decisions based on the fundamental belief that
a robust, competitive marketplace—not regulation—is ultimately
the greatest protector of the public interest. Competition is the best
method of delivering the benefits of choice, innovation, and afford-
ability to American consumers. Competition drives prices down and
spurs providers to improve service and create new products.

Government, however, still has an important role to play. The
Commission has worked to create a regulatory environment that
promotes investment and competition. We must also set the rules
of the road so that players can compete on a level playing field.

For instance, shortly after I became Chairman, we removed leg-
acy regulations like tariffs and price controls that discourage pro-
viders from investing in broadband networks. Since then,
broadband penetration has increased while the prices of DSL and
cable modem service have decreased.

Government also must act when necessary to achieve broader so-
cial goals. Thus, while I support eliminating many economic regula-
tions, I recognize there are issues that the marketplace alone might
not fully address.

For instance, the government should ensure that the communica-
tion needs of the public safety community are met and that new
and improved services are available to all Americans.
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The title of this hearing is Assessing the Communications Mar-
ketplace, A View from the FCC. I am pleased to report that the
state of the communications industry today is strong.

When I first came to the Commission, the communications sector
was in decline. In 2006, the communications industry experienced
record growth. Last year, the S&P 500 telecommunications sector
was the strongest performing sector. As displayed here in the first
chart, TIA reported the U.S. telecom revenue rose to $923 billion
last year, which is the most growth in a single year since 2000.

[The information referred to follows:]

Federal
F(: Communications Chairman Kevin J. Martin

Commission

U.S. Telecommunications Revenue

Billions

2000 2001 2002 2003 2004 2005 2006  2007E  2008E 2009E  200E

Source: TIA's 2007 Telecommunications Market Review and Forecast.

Americans are reaping the rewards of this growth. As you can
see in this slide, in almost all cases, vigorous competition—result-
ing from free market deregulatory policies—has provided the con-
sumer with more, better and cheaper services to choose from. By
2005, the price for long distance service was two-thirds of what it
was in 2000, wireless phone service was half of what it was in
2000, and the price for placing an international call was a quarter
of what it was then.

Almost all of today’s innovation is enabled by broadband deploy-
ment. Broadband deployment has been our top priority at the Com-
mission. And we have begun to see some success as a result of our
efforts.

[The information referred to follows:]
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Eommunca Chairman Kevin J. Martin

Prices for Communications Services
(1995 - 2005, 1995 =1.0)

—— 100%
~=Cable Service (expanded basic) |
18 | —e&— Telephone Services Cable | 80%

—— Long Distance Services 2005
-o— International Services $43.04
1.6 60%
—&—Wireless Services
—e—CPI
14| 40%
Cable
81 1995 20¢
IS $22.35
E 1 0%
5
E
208 20%
06 -40%
0.4 -60%
0.2 -80%
=5y |
o —l -100%

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Year

Sources: BLS, Series ID CUUR0000SAO & CUURO000SEED; IATD, Telecommunications Industry Revenues 2004; 11 CMRS Competition Report; Report on Cable
Industry Prices, FCC 06-179 (rel. Dec. 27, 2006)

In 2005, the Commission created a deregulatory environment
that helped fuel private-sector investment. Since then, companies
have begun racing to lay fiber to our homes. From March of 2005
to the end of last year, the number of homes passed by fiber in-
creased from 1.6 million to 6.1 million.

[The information referred to follows:]

Federal

gommnications Chairman Kevin J. Martin
FTTH Homes Passed
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Just as significant for consumers, the average price of broadband
has dropped in the past 2 years. The Pew Internet and American
Life Project found that, from February of 2004 to December of
2005, the average price for home broadband access fell from $39
per month to $36 per month. And for DSL, the monthly bills fell
from $38 to $32, almost a 20 percent decrease.

[The information referred to follows:]

Federal
F@ Communications Chairman Kevin J. Martin

Commission

High Speed Line Growth 1999-2006"

NN —
@ Power Line and Other

60 @ Satellite and Wireless ‘
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* 2006 as of June 30; other years as of December 31.

Source: FCC’s High Speed Services for Internet Access Report, January 2007

The decline in price was accompanied by an increase in the num-
ber of Americans subscribing to high-speed connections to the
Internet. Such connections have grown by nearly 600 percent since
2001. And according to the Commission’s most recent data, high-
speed connections increased by 26 percent in just the first half of
2006 and by 52 percent for the full year ending June 30, 2006.

The independent Pew study also confirmed this trend, finding
that from March of 2005 to March of 2006, overall broadband adop-
tion increased by 40 percent—from 60 to 84 million—twice the
growth rate of the year before. The study found that, although
overall penetration rates in rural areas still lags behind urban
areas, broadband adoption in rural America also grew at approxi-
mately the same rate (39 percent).

Perhaps most importantly, the Pew study found that the signifi-
cant increase in broadband adoption was widespread and cut across
every demographic. According to their independent research:
broadband adoption grew by almost 70 percent among middle-in-
come households, it grew by more than 120 percent among African
Americans, by 70 percent among those with less than a high school
education, and by 60 percent among senior citizens.

Today, wireless service is becoming as increasingly important as
another platform to compete with cable and DSL as a provider of
broadband. The demand for wireless service continues to grow at
a rapid rate.
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In 1986, there were only 500,000 wireless subscribers. Today
there are 219 million subscribers generating $60 billion in revenue.
Moreover, wireless rates have continued to decrease, falling 82 per-
cent since 1996 and 14 percent just last year.

[The information referred to follows:]

Federa

F@ Sammcations Chairman Kevin J. Martin

Commission

Growth in the Mobile Telephone Industry

From

$0.08 per
minute in
2005

Source: Cellular T & Internet ; FCC. \/

The Commission is making available as much spectrum as pos-
sible to put the next generation of advanced wireless devices into
the hands and homes of consumers. In September the Commission
closed its largest and most successful spectrum auction, raising al-
most $14 billion. The spectrum offered was the largest amount of
spectrum suitable for deploying wireless broadband ever made
available in a single Commission auction.

And we are currently preparing to auction 60 MHz in the 700
MHz band. This spectrum is also particularly well-suited for the
provision of data and wireless broadband services.

In sum, the United States is the largest broadband market in the
world with over 56 million broadband subscribers, according to the
OECD. I am proud of the progress we have made in broadband de-
ployment by creating an environment that better facilitates infra-
structure investment. I also hear, however the voice of my col-
league Dr. Copps spurring us on, reminding us we can do better.
And I agree.

[The information referred to follows:]
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2006 2006
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2005
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Largest Broadband Markets in the World
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Source: OECD.

This Committee explicitly asked how the United States compares
with other industrialized nations. The OECD currently ranks the
United States as 12th in the world in terms of broadband penetra-
tion, behind Korea, the United Kingdom, and even Belgium.

It is important to note, however, that the OECD does not adjust
for factors including density, which puts a country as large as ours
with sizable rural areas at a significant disadvantage.

For instance, New Jersey has a similar population density as
Korea, which is ranked fourth in the OECD rankings. Yet, New
Jersey has a higher penetration rate, with 30 subscribers per 100
residents, versus just 26 for Korea.

And Vice Chairman Stevens, you will be proud to know that
Alaska, with one person per square mile, still has a higher
broadband penetration rate than France.

Given the geographic diversity of our nation, the United States
is doing well. Nevertheless, we all agree that our current standing
of 12th is not good enough. We must continue to build on our ef-
forts to encourage competition, speed broadband deployment and
lower prices for consumers.

As 1s the case with the telecommunications sector, consumers
and companies are benefiting from technological developments and
innovation in media. DVRs, video-on-demand, and HD program-
ming offer more programming to watch at any time, than ever be-
fore. Thanks largely to new services like these, cable operators’
total revenue grew from $65 billion to approximately $73 billion
last year.

While consumers have enormous choice among channels, they
have little control over how many channels they are able to buy.
For those who want to receive 100 channels or more, today’s most
popular cable packages may be a good value. According to Neilson,
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however, most viewers watch fewer than two dozen channels. And
for them, the deal isn’t as good.

The cost of basic cable service has gone up at a disproportionate
rate—38 percent between 2000 and 2005 when compared against
other communications sectors. The average price of the expanded
basic cable package, the standard cable package today, almost dou-
bled between 1995 and 2005, increasing by 93 percent.

[The information referred to follows:]

Federal

Communications . . 5
Commissian Chairman Kevin J. Martin

Cable Rates and the CPI (1995 - 2005)
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Source: Report on Cable Industry Prices, FCC 06-179 (rel. Dec. 27, 2006). Year

The increase in cable prices appears even more dramatic when
viewed relative to the prices for a number of other communications
services: prices for telephone, long distance, international, and
wireless telephone service have all decreased dramatically during
this same time frame.

Ten years ago, the satellite industry was nascent. Today, Direct
Broadcast Satellite (DBS) provides consumers an important com-
petitive choice. And satellite offerings are sometimes the only
multi-channel video option for rural Americans.

But as you can see, the Commission and the GAO have found
that only in areas where there is a second cable operator did aver-
age prices decline.

[The information referred to follows:]
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Federal : : :
F@ COmcgtons Chairman Kevin J. Martin

Commission
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Between 2000 and 2006, DBS subscribership grew 100 percent
and average revenue per user grew 32 percent. And like DBS, sat-
ellite radio also has experienced significant growth, with subscrip-
tions increasing from 1.6 million in 2003, to 13.6 in 2006.

The transition from analog to digital technology poses both op-
portunities and challenges for the broadcast sector. New and better
services that digital technology enables are good for consumers,
who will have access to more news, information and entertainment.
With digital technology, television broadcasters can offer high-defi-
nition programming, multiple programming streams, data services,
and even video over mobile devices.

However, many broadcasters’ business plans are in their infancy.
Their revenue streams are uncertain while the costs of the transi-
tion are large and immediate.

While we have made significant progress in creating an environ-
ment that facilitates investment and ensures the American people
realize the full benefits of our world-class communications system,
there is more to be done. I see four areas that deserve particular
attention.

First, we must continue to increase access to communications
services. I will continue to make broadband deployment the Com-
mission’s top priority and we will continue to encourage deploy-
ment of broadband from all providers using a variety of tech-
nologies.

For example, the Commission is currently considering an order
that would classify wireless broadband Internet access service as
an information service. This action would eliminate unnecessary
regulatory barriers for wireless service providers and is particu-
larly important with the upcoming spectrum auctions.
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It is critical that all Americans stay connected to state-of-the-art
communications services. The Universal Service Fund is the life-
blood of this goal. Changes in technology and increases in the num-
ber of carriers who are receiving Universal Service support have
placed significant pressure on the stability of the fund. We need to
move to a contribution system that is technologically neutral and
a distribution system that is more efficient.

Second, we must continue to promote real choice for consumers
in all of the sectors we regulate. We need to build on our efforts
to create a regulatory environment that encourages entry into the
video market and more choice for consumers. This includes making
sure that competitive providers have access to “must-have” pro-
gramming and ensuring that consumers living in apartment build-
ings are not denied a choice of cable operators.

Additionally, we need to continue to ensure that new entrants
are able to compete with incumbents for telecommunications serv-
ices. New telephone entrants need access to local telephone num-
bers and the ability to interconnect with incumbents to deliver
those local calls to them.

We also need to ensure that existing service providers are not
standing in the way of the innovations currently occurring in the
consumer electronics space. Consumers want to be able to walk
into a store, buy a new television or a TiVo, take it home, and plug
it in as easily as they do today with a telephone.

Third, we must continue to protect consumers. The Commission
intends to strengthen its privacy rules for the handling of call
records by requiring providers to adopt additional safeguards to
protect this information from unauthorized access and disclosure.
And we must make sure that consumers have the benefits of a
competitive and diverse media marketplace.

Fourth and finally, we must enhance public safety. Public safety
has been and will continue to be one of the Commission’s and my
top priorities. We must make sure that the public has the tools nec-
essary to know when an emergency is coming and to contact first
responders. And we must enable first responders to communicate
with each other.

As Chairman Inouye and cosponsors Senators Stevens, Kerry,
Smith, and Snowe of S. 385, obviously recognize, one of the most
pressing public safety problems is the need for interoperability
within and among public safety systems. I thank the Chairman for
his efforts in this regard, and look forward to any guidance that
the Congress may provide.

As you can see, on the whole, the state of the communications
industry is strong, and growing stronger. Innovation in all sectors,
is back, and competition has enabled consumers to get newer and
more innovative technologies and communications services at de-
clining prices.

Sadly though, one service has gone the way of the dinosaur this
past year. 2006 marked the end of an era, when Western Union
discontinued its telegram delivery service, which it began in 1856.

Thank you, for your time and attention. I appreciate the oppor-
tunity to share with you some of the recent progress the Commis-
sion has made. With that, I would be happy to answer any ques-
tions you may have.
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[The prepared statement of Mr. Martin follows:]

PREPARED STATEMENT OF HON. KEVIN J. MARTIN, CHAIRMAN,
FEDERAL COMMUNICATIONS COMMISSION

Good morning Chairman Inouye, Vice Chairman Stevens, Members of the Com-
mittee. Thank you for the opportunity to be here with you today to discuss the state
of the telecommunications industry. I have a brief opening statement and then I
look forward to answering any questions you may have.

I have had the privilege of serving at the Federal Communications Commission
for over 5 years, including almost 2 years as the agency’s Chairman. During this
period, my colleagues and I, following guidance from this Committee and Congress,
h}filve overseen a telecommunications industry undergoing rapid and unprecedented
change.

These changes have seen the telecommunications industry transition from a pe-
riod of sharp decline to a time of significant growth. Companies and consumers alike
have finally found the promised land of convergence, ushered in by the broadband
revolution. Telephone calls are now being made using the Internet and cable sys-
tems. Television programs are watched when and where we want them, and they
are increasingly available on the Internet. Cell phones are mini-computers. They
take pictures, play songs and games, send e-mail, and hopefully soon will send and
receive emergency messages in times of disaster. Teens talk to one another over IM,
SMS and MySpace, not the telephone. They ignore the TV and stereo, downloading
songs onto MP3 players and watching and posting videos on YouTube instead. The
Internet has become an invaluable tool for educating our children, treating patients,
and giving a voice and creative outlet to individuals from all walks of life. As Time
Magazine recognized, 2006 was the year of the individual, thanks in large part to
how communications technologies and innovations have empowered us all.

Faced with such fast-paced technological change, the Commission has tried to
make decisions based on a fundamental belief that a robust, competitive market-
place, not regulation, is ultimately the greatest protector of the public interest. Com-
petition is the best method of delivering the benefits of choice, innovation, and af-
fordability to American consumers. Competition drives prices down and spurs pro-
viders to improve service and create new products.

Government, however, still has an important role to play. The Commission has
worked to create a regulatory environment that promotes investment and competi-
tion, setting the rules of the road so that players can compete on a level playing-
field. For instance, shortly after I became Chairman, we removed legacy regulations,
like tariffs and price controls which discouraged providers from investing in
broadband networks. Since then, broadband penetration has increased while the
prices of DSL and cable modem services have decreased.

Government also must act when necessary to achieve broader social goals. Thus,
while I support eliminating economic regulations, I recognize that there are issues
that the marketplace alone might not fully address. For instance, government
should ensure that the communications needs of the public safety community are
met and that new and improved services are available to all Americans, including
people with disabilities, those living in rural areas and on tribal lands, and schools,
libraries, and hospitals. For example, we expanded the ability of the deaf and hard
of hearing to communicate with their family, friends and business associates by re-
quiring Video Relay Services (the preferred method of communication) to be offered
24 hours a day, 7 days a week, and by recognizing IP Captioned phone service as
a form of Telecommunications Relay Service.

Against this backdrop of unprecedented change, I will give a short overview of the
industry and briefly discuss my priorities for the next few years.

State of the Industry

I am pleased to report that the state of the communications industry is strong.
As you no doubt remember, in the year 2000, the communications industry began
a precipitous and far-reaching decline. Capital spending by companies followed this
market decline, innovation disappeared and companies went out of business taking
jobs with them.

What a difference 6 years make. In 2006, the communications industry experi-
enced record growth and, by most measures, almost all sectors have rebounded re-
markably. In 2006, the S&P 500 telecommunications sector was the strongest per-
forming sector, up 32 percent over the previous year. Consumers and businesses—
big and small—are reaping the rewards of these positive developments. According
to the Telecommunications Industry Association’s latest report, U.S. telecom rev-
enue rose to $923 billion in 2006, representing a 9.3 percent increase since 2005—
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the most growth since 2000. TIA attributes the growth to the demand for broadband
services, which has spurred providers to invest in fiber, IP technology and wireless
infrastructure.

Americans are reaping the rewards of this revolution. Markets and companies are
investing again, job creation in the industry is high, and in almost all cases, vig-
orous competition—resulting from free-market deregulatory policies—has provided
the consumer with more, better and cheaper services to choose from. Consumers are
certainly paying less for more. In 2005, the price for long distance service was two-
thirds of what it was in 2000, wireless phone service was half its 2000 level, and
the price for placing an international call was a quarter of what it was in 2000.

Telecommunications

Almost all of today’s innovation is enabled by broadband deployment. Broadband
technology is a key driver of economic growth. The ability to share increasing
amounts of information, at greater and greater speeds, increases productivity, facili-
tates interstate commerce, and helps drive innovation. But perhaps most important,
broadband has the potential to affect almost every aspect of our lives. It is changing
how we communicate with each other, how and where we work, how we educate our
children, and how we entertain ourselves. Broadband deployment has been our top
priority at the Commission, and we have begun to see some success as a result of
our efforts.

In 2005, the Commission created a deregulatory environment that fueled private
sector investment. Since then, companies have begun racing to lay fiber to our
homes. From March of 2005 to the end of September 2006, the number of homes
passed by fiber increased from 1.6 million to 6.1 million.

Just as significant for consumers, the average price of broadband has dropped in
the past 2 years. The Pew Internet and American Life Project (Pew) found that,
from February 2004 to December 2005, the average price for home broadband access
fell from $39 per month to $36 per month. For DSL, monthly bills fell from $38 to
$32 (almost 20 percent), while cable modem users reported no change from $41 dur-
ing the same period.

The decline in price was accompanied by an increase in the number of Americans
subscribing to high-speed connections to the Internet. Such connections have grown
by nearly 600 percent since 2001. And according to the Commission’s most recent
data, high-speed connections increased by 26 percent in the first half of 2006 and
by 52 percent for the full year ending June 30, 2006.

The independent Pew study confirmed this trend, finding that from March 2005
to March 2006, overall broadband adoption increased by 40 percent—from 60 to 84
million—twice the growth rate of the year before. The study found that, although
overall penetration rates in rural areas still lags behind urban areas, broadband
adoption in rural America also grew at approximately the same rate (39 percent).

Perhaps most importantly, the Pew study found that the significant increase in
broadband adoption was widespread and cut across all demographics. According to
their independent research:

e broadband adoption grew by almost 70 percent among middle-income house-
holds (those with incomes between $40,000 and $50,000 per year);

e broadband adoption grew by more than 120 percent among African Americans;

e broadband adoption grew by 70 percent among those with less than a high
school education; and

e broadband adoption grew by 60 percent among senior citizens.

Wireless service is becoming increasingly important as another platform to com-
pete with cable and DSL as a provider of broadband. The demand for wireless serv-
ices continues to grow at a rapid rate. In 1986, there were only 500,000 wireless
subscribers generating only $670 million in revenue. Today there are 219 million
subscribers generating $118 billion. Moreover, wireless rate have continued to de-
crease, falling 82 percent since 1996 and 14 percent from 2005 to 2006.

The Commission is making available as much spectrum as possible to put the
next generation of advanced wireless devices into the hands and homes of con-
sumers. In September the FCC closed its largest and most successful spectrum auc-
tion, raising almost $14 billion. The spectrum offered was the largest amount of
spectrum suitable for deploying wireless broadband ever made available in a single
FCC auction. And we are currently preparing to auction 60 MHz in the 700 MHz
band, spectrum that is also well-suited for the provision of wireless broadband.

Moreover, the number of consumers who receive their broadband connection
through satellite or wireless will continue to increase, as new satellite services are
launched, rural wireless Internet service providers continue to grow, and Wi-Fi
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hotspots continue to sprout up across the country. Indeed, there are nearly 50,000
Wi-Fi hotspots throughout the United States, more than three times the number of
any other country.

Another potentially innovative means of providing high-speed data communica-
tions is Broadband over Powerline (BPL), which uses existing electrical infrastruc-
ture to provide broadband services. BPL is a potentially significant player due to
power lines’ ubiquitous reach, allowing it to more easily provide broadband to rural
areas. The United Power Council reports that there currently are at least 38 trial
deployments and 7 commercial trials.

In sum, the United States is the largest broadband market in the world with over
56 million broadband subscribers according to the Organization for Economic Co-op-
eration and Development (OECD). I am proud of the progress we have made in
broadband deployment by creating an environment that better facilitates infrastruc-
ture investment. I also, however, hear the voice of my colleague Dr. Copps spurring
us on to do better. I agree.

This Committee explicitly asks how the U.S. compares with other industrialized
nations. The OECD currently ranks the U.S. as 12th in the world in terms of
broadband penetration, behind Korea, the United Kingdom, and even Belgium. It
is important to note that the OECD does not adjust for factors including density,
which puts a country as large as ours with sizable rural areas at a significant dis-
advantage. For instance, New Jersey has a similar population density as Korea,
ranked 4th, yet has a higher penetration rate (30 subscribers per 100 residents,
versus 26 for Korea). Nevertheless, we all agree that our current standing of 12th
is not good enough. We must continue to build on our efforts to encourage competi-
tion, speed broadband deployment and lower prices for consumers.

Media

As is the case with the telecom sector, consumers and companies are benefiting
from technological developments and innovation in media. DVR’s, VOD and HD pro-
gramming offer them more programming to watch at any given time then ever be-
fore. Thanks largely to new services like these, cable operators’ total revenue grew
from $65.7 billion to approximately $73 billion last year.

While consumers have enormous choice among channels, they have little control
over how many channels they are able to buy. For those who want to receive 100
channels or more, today’s most popular cable packages may be a good value. But
according to Nielson, most viewers watch fewer then two dozen channels. For them,
the deal isn’t as good.

The cost of basic cable services have gone up at a disproportionate rate—38 per-
cent between 2000 and 2005—when compared against other communications sec-
tors. The average price of the expanded basic cable package, the standard cable
package, almost doubled between 1995 and 2005, increasing by 93 percent. The in-
crease in cable prices appears even more dramatic when viewed relative to the
prices for a number of other communications services: prices for long distance, inter-
national, and wireless telephone service have all decreased dramatically during this
same timeframe.

Ten years ago the satellite industry was nascent. Today, Direct Broadcast Sat-
ellite (DBS) provides consumers an important competitive choice. And satellite offer-
ings are sometimes the only multi-channel video option for rural Americans. Be-
tween 2000 and 2006, DBS subscribership grew 100 percent and average revenue
per user grew 32 percent. Like DBS, satellite radio also has experienced significant
growth. Subscriptions have increased from 1.6 million in 2003 to 13.6 million sub-
scribers in 2006.

The transition from analog to digital technology poses both opportunities and
challenges for the broadcast sector. The new and better services that digital tech-
nology enables are great for consumers, who will have access to more free news, in-
formation and entertainment. With digital technology, television broadcasters can
offer high-definition programming, multiple programming streams, data services,
and video over mobile devices. Radio broadcasters can offer crystal clear sound (even
on the AM band), as well as data such as local traffic and weather, stock updates
and news, and artist identification. But many of these business plans are in their
infancy, with revenue streams uncertain, while the costs of the transition are large
and immediate. And those costs come at a time of increased competition for adver-
tisers from other media—many of which, unlike broadcasters, have a subscription
revenue stream in addition to advertising revenue.

Looking Forward

While we have made significant progress in creating an environment that facili-
tates investment and ensures the American people realize the full benefits of our
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world-class communications system, there is more to be done. I see four areas that
deserve particular attention.

First, we must continue to increase access to communications services.

I will continue to make broadband deployment the Commission’s top priority. As
I previously touched upon, the ability to share increasing amounts of information—
at greater and greater speeds—increases productivity, facilitates interstate com-
merce, and encourages innovation.

We will continue to encourage deployment of broadband from all providers using
a variety of technologies. As wireless technologies become an increasingly important
platform for broadband access, it is critical to ensure that there is adequate spec-
trum available for providing broadband service. Spectrum auctions will continue to
be an important part of our strategy for facilitating the build-out of mobile
broadband networks. We are working to ensure that our upcoming auction of the
700 MHz spectrum meets the needs of both large and small rural companies and
proceeds in an efficient, effective and timely manner.

The Commission is also considering an order that would classify wireless
broadband Internet access service as an information service. This action would
eliminate unnecessary regulatory barriers for service providers. This classification
also would clarify any regulatory uncertainty and establish a consistent regulatory
framework across broadband platforms, as we have already declared high-speed
Internet access service provided via cable modem service, DSL and BPL to be infor-
mation services. This action is particularly timely in light of the recently auctioned
AWS-1 spectrum for wireless broadband and our upcoming 700 MHz auction.

The United States and the Commission have a long history and tradition of mak-
ing sure that rural areas of the country are connected and have the same opportuni-
ties for communications as urban areas. In the 1996 Act, Congress explicitly re-
quired that the Commission ensure that consumers in all regions of the Nation have
access to services that “. . . are reasonably comparable to those services provided
in urban areas.” Specifically Congress required the Commission to establish Uni-
versal Service Fund mechanisms that are “. . . specific, predictable and sufficient

. . to preserve and advance universal service.”

It is critical that all Americans stay connected to state-of-the art communications
services. The Universal Service Fund is the lifeblood of this goal. Without this
source of funding we cannot continue to meet these commitments. But this system
is in need of reform. Changes in technology and increases in the number of carriers
who are receiving universal service support have placed significant pressure on the
stability of the fund. We should improve the way the Commission administers the
fund and reform the collection and disbursement systems. We need to move to a
contribution system that is technologically neutral and a distribution system that
is more efficient.

The Commission will also do its part to ensure that all Americans, including those
who live in the most remote areas of the country, receive first-rate medical care.
We recently took action, through our adoption of a Rural Healthcare Pilot Program,
to support the construction of state and regional networks dedicated to health care.
In the first half of 2007, the Commission will be selecting participants for the pilot
program, and in 2007 and 2008, the Commission will oversee the program. The de-
ployment of such a network will create numerous opportunities for delivering tele-
health services, including telemedicine applications that have the potential to revo-
lutionize the current healthcare system throughout the Nation. This is particularly
true in rural and underserved areas, where distance often separates patients from
the medical care they need. Under the pilot program we adopted, patients anywhere
on the network will have greater access to critically needed specialists in a variety
of specialties.

Second, we must continue to promote real choice for consumers.

In December of last year, we took steps to implement Section 621 of the Commu-
nications Act, which prohibits local authorities from unreasonably refusing to award
a competitive franchise. We will continue to take steps to remove regulatory impedi-
ments to the entry of new service providers into the video market by, for instance,
ensuring that consumers living in apartment buildings are not denied a choice of
cable operators.

Competition and choice in the video services market will benefit the consumer by
resulting in lower prices, higher quality of services, and generally enhancing the
consumers’ experience by giving them greater control over the purchased video pro-
gramming. We need to continue our efforts to create a regulatory environment that
encourages entry into this market and more choice for consumers. This includes
making sure that competitive providers have access to “must-have” programming
that is vertically integrated with a cable operator.
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Promoting competition and choice must be our priority in the voice arena, as well.
We need to continue to ensure that new entrants are able to compete with incum-
bents for telecommunications services. For example, new telephone entrants need
access to local telephone numbers and the ability to interconnect with incumbents
to deliver local calls to them.

We also need to ensure that existing service providers are not standing in the way
of the innovations currently occurring in the consumer electronics space. Consumers
want to be able to walk into a store, buy a new television set or TiVo, take it home,
and plug it in as easily as they do with a telephone.

Third, we must continue to protect consumers.

We must always be on alert for companies intentionally or unintentionally harm-
ing consumers. Among the issues the Commission must turn its attention to is the
ability of unauthorized users to gain access to callers’ phone records, or pretexting.
The Commission intends to strengthen its privacy rules by requiring providers to
adopt additional safeguards to protect customers’ phone record information from un-
authorized access and disclosure. Specifically, the Commission would prohibit pro-
viders from releasing call detail information to customers except when the customer
provides a password. Similarly, we propose to modify our current rules to require
providers to obtain customer consent before disclosing any of that customer’s phone
record information to a provider’s joint venture partner or independent contractor
for marketing purposes.

Recently, concerns about preserving consumers’ access to the content of their
choice on the Internet have been voiced at the Commission and Congress. In its
Internet Policy Statement, the Commission stated clearly that access to Internet
content is critical and the blocking or restricting consumers’ access to the content
of their choice would not be tolerated. Although we are not aware of current block-
ing situations, the Commission remains vigilant and stands ready to step in to pro-
tect consumers’ access to content on the Internet. Moreover, to better assess how
the marketplace is functioning and address any potential harm to consumers, I have
proposed the Commission examine this issue more fully in a formal Notice of In-
quiry which is presently pending before my colleagues.

Perhaps no other issue before the Commission garners more public interest then
our quadrennial review of our media ownership rules. This attention is understand-
able given that the media touches almost every aspect of our lives. We are depend-
ent upon it for our news, our information and our entertainment. Indeed, the oppor-
tunity to express diverse viewpoints lies at the heart of our democracy. We must
make sure that consumers have the benefit of a competitive and diverse media mar-
ketplace. At our public hearings, the Commission has heard a consistent concern
that there are too few local and diverse voices in the community. Certainly, we need
to protect localism and diversity in the media. We must balance concerns about too
much consolidation and too little choice, however, with appropriate consideration of
the changes and innovation that are taking place in the media marketplace.

Critical to our review of our media ownership rules is the collection of objective
facts and an open dialog with the public. We have commissioned multiple economic
studies and are engaging in hearings across the country in a range of markets. The
goal of these hearings is to fully and directly involve the American people in this
process. We held our first hearing in Los Angeles, where we focused on the ability
of independent television producers to gain access to distribution. We also held a
hearing in Nashville, in which we focused on the concerns of the music industry.
The Commission’s efforts to collect a full public record will continue in the months
ahead, with five more hearings, including one specifically focused on localism.

Fourth and finally, we must enhance public safety.

The events of September 11, 2001 and the 2005 hurricane season underscored
America’s reliance on an effective national telecommunications infrastructure. Thus,
public safety has been and will continue to be one of the Commission’s and my top
priorities. We must make sure that the public has the tools necessary to know when
an emergency is coming and to contact first responders. And we must enable first
responders to communicate with each other and to rescue the endangered or in-
jured. And the public and private sectors must work together so that our commu-
nications system can be repaired quickly in the wake of a disaster so that affected
people can reach out to locate or reassure one another. We recently created a Public
Safety and Homeland Security Bureau to focus exclusively on this important need.

As Chairman Inouye and co-sponsors Senators Stevens, Kerry, Smith, and Snowe
of S. 385 obviously recognize, one of the most pressing public safety problems is the
need for interoperability within and among public safety systems. I thank the Chair-
man for his efforts in this regard, and look forward to any guidance the Congress
may provide.
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The Commission recently asked for comments on creating a nationwide, interoper-
able broadband network for public safety officials in the 700 MHz band. In the
meantime, technology is available now that could provide a temporary solution to
the need for more interoperability. By adding IP-based technologies to existing pub-
lic safety network equipment (a so-called “IP patch”) and deploying portable IP-
based network equipment where necessary, public safety officials would achieve
functional, if not full, interoperability. If Congress made sufficient funds available
now, such functional interoperability for public safety communications systems
could be available in selected areas in the near term and throughout most of the
Nation within 4 years.

Conclusion

As you can see, on the whole, the state of the communications industry is strong,
and growing stronger. Innovation, in all sectors, is back, and competition has en-
abled consumers to get newer and more innovative technologies and communica-
tions services at ever-declining prices.

Sadly though, one service has gone the way of the dinosaur. 2006 marked the end
of an era, when Western Union discontinued its telegram delivery service, which it
began in 1856.

Thank you for your time and attention today. I appreciate the opportunity to
share with you some of the recent progress the Commission has made. With that,
I would be happy to answer any questions you may have.

The CHAIRMAN. Thank you very much, Mr. Chairman.
And now, may I call upon Commissioner Copps?

STATEMENT OF THE HON. MICHAEL J. COPPS,
COMMISSIONER, FEDERAL COMMUNICATIONS COMMISSION

Mr. Copps. Thank you, Mr. Chairman, Mr. Vice Chairman, Mem-
bers of the Committee, I welcome the opportunity, always, to re-
turn to the Senate which was home to me for so many years. It was
actually almost 37 years ago when I first started walking the halls
of the Russell Senate Office Building. I welcome the chance to
share some thoughts with you over the state of our communications
industry, which is such an important part of our economy, and an
even more important part of our society, and of our culture.

I think we have some serious work to do to ensure that these in-
dustries are making their maximum contribution to our Nation. We
have a media environment that, while impressive in many ways,
is not fully serving American democracy, or the American public.
We have a telecommunications marketplace that, without some se-
rious thought, will never extend the wonders of the Internet to mil-
lions of Americans. And despite the lessons of 9/11 and Katrina, we
still are not ready for the next man-made, or natural, disaster. Per-
haps our Nation’s unreadiness on 9/11 can be explained by igno-
rance. If we’re not prepared next time, that will be dereliction.

Let me begin with the issue which you know is closest to my
heart, the broadcast media. I know that many local broadcasters
strive mightily to serve the public interest. But, increasingly, the
public-spirited part of the profession is being squeezed out. Too
much of TV and radio today is homogenized, often gratuitously, vio-
lent programming. Even worse is what we don’t see enough of—the
community and civic affairs coverage that is democracy’s lifeblood.
I've traveled all over the country, to a dozen media hearings just
in the last year, and I have seen people’s impatience with the sta-
tus quo. It is time for the FCC to focus not only on avoiding bad
new rules, but to revisit the bad old rules that got us into this mess
in the first place. I am very pleased that Chairman Martin has
committed to complete our long-dormant localism proceeding before
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moving forward on media ownership. Going beyond that, we need
to find a way to bring public interest standards back to broad-
casting and the spirit of public interest to other media, too.

Turning to telecommunications, I think the FCC’s, and the na-
tion’s, greatest challenge is to bring the wonders of modern tech-
nology to all our people; to the inner city and to our distant farms
and ranches, to tribal lands, to our disabled and challenged fellow
citizens, to our poorest citizens and to our oldest citizens. We sim-
ply cannot afford to leave anyone behind without leaving America
behind. Right now, your country and mine is 21st in the world
when it comes to broadband digital opportunity and that’s accord-
ing to the International Telecommunications Union. How can we
expect a generation of students to enter the digital classroom at
dial-up speed? How will they compete as individuals? But wait a
minute, we’re paying a business, and a competitive cost here, too.
Fewer Americans with broadband means a smaller Internet mar-
ketplace and a glass ceiling over the productivity of small busi-
nesses especially and entrepreneurs in too much of our great land.
But, then again, what did we expect without having a real
broadband strategy?

I hope this Congress will push the FCC to be a more proactive
participant in developing a strategy and developing solutions. Have
us gather better statistics about our country’s woeful broadband
situation. Set our nation’s talented engineers and policy gurus to
work writing reports and teeing up options for you to consider
about how we can inject life back into our nation’s stagnant
broadband market. Keep our feet to the fire to encourage innova-
tion, competition and the provision of advanced telecommunications
to all of our people. The present situation is far too grave to let the
great technological resources of the FCC be anything less than 100
percent engaged in their project.

The FCC also faces a daunting challenge in improving our dis-
aster readiness. I believe that in the aftermath of 9/11, this agency,
which employs the greatest concentration of telecommunications
experts in the Nation and has statutory responsibility to secure
non-military communications in time of emergency, allowed its ex-
pertise and authority to be marginalized. Chairman Martin has
moved to make public safety and homeland security a higher and
top priority, even creating a separate bureau this year. But the job
is still far from done and our role is still not what 1t should be. One
initiative we have adopted, and I think it is of particular impor-
tance, is using the FCC as a clearinghouse for public safety and
homeland security ideas. Small businesses, charities, hospitals, and
other entities that lack the resources to develop complex emergency
plans should have someone they can contact. I suggest the FCC
and learn what has worked for others and what hasn’t. It will take
money, staff time, and serious dedication to get us there, but the
safety of the people is always the first obligation of the public serv-
ant and the agency is capable of doing more to keep America safe.
Rightly done, this initiative can save the nation time, money, and
possibly even save it lives.

Turning to one of those smaller issues that doesn’t usually get
much attention, let me make one minor, but I think important sug-
gestion: modify the closed meeting rule so that we can talk to each
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other at the FCC. I can’t think of any recent proceeding that
wouldn’t have benefited from a full and frank exchange of ideas
among the principal decisionmakers. Every other institution en-
courages discussion among its members, whether it’s Congress, the
courts, or the College of Cardinals. You know, if it’s good enough
for Holy Mother Church, of which I am a member, it ought to be
good enough for the FCC.

I want to finish by stating my firm conviction that the issues the
FCC faces in the next 2 years are far too important and complex
to be reduced to simple debates between regulation and deregula-
tion or pro-business and anti-business. Our job is to make sure the
people’s business gets done. We need to find ways for stakeholders
to work together, to combine the genius of our great enterprise sys-
tem with the things people expect government to do. Partnership
is how we built this great country of ours. Working together, build-
ing together, recognizing our interdependence one upon the other,
those have been the best moments in our Nation’s passage to great-
ness, and therein is the key to our future.

Mr. Chairman and Members, thank you and I look forward to
our conversation this morning.

[The prepared statement of Mr. Copps follows:]

PREPARED STATEMENT OF HON. MICHAEL J. CoppS, COMMISSIONER,
FEDERAL COMMUNICATIONS COMMISSION

I welcome this opportunity to return to the Senate—which was “home” to me for
so many years—and to share some thoughts with you over the state of our commu-
nications industries which are so important a part of our economy and an even more
important component of our society and culture. I think as a nation we have some
serious work to do to ensure that these industries are making their maximum con-
tribution to our Nation. We have a media environment that is not fully serving
American democracy or the American public. We have a telecommunications mar-
ketplace that, without significant reform, will never extend the wonders of the Inter-
net to millions of Americans. And despite the searing lessons of 9/11 and Katrina,
we still are not ready for the next man-made or natural disaster.

Let me begin with the issue which you know is closest to my heart: the broadcast
media. I know that many local broadcasters strive mightily to serve the public inter-
est. But increasingly the public-spirited part of the profession is being squeezed out.
Too much of TV and radio today is homogenized, often gratuitously violent program-
ming. Even worse is what we don’t see enough of—the community and civic affairs
coverage that is democracy’s lifeblood. I've traveled all across the country—to a
dozen media hearings just in the last year—and I've seen people’s impatience with
the status quo. It is time for the FCC to focus not only on avoiding bad new rules,
but to revisit the bad old rules that got us here in the first place. I am very pleased
the Chairman has committed to complete our long-dormant localism proceeding be-
fore moving forward on media ownership. Going beyond that, we need to find a way
to bring basic public interest standards back to broadcasting and the spirit of public
interest to other media, too.

Turning to telecommunications, I think the FCC’s—and the nation’s—greatest
challenge is to bring the wonders of modern technology to all our people: to the
inner city and to our distant farms and ranches, to tribal lands, to our disabled and
challenged fellow citizens, to our poorest citizens and our oldest citizens. We simply
cannot afford to leave anyone behind without leaving America behind. Right now,
your country and mine is 21st in the world when it comes to broadband digital op-
portunity and that’s according to the International Telecommunications Union. How
can we expect a generation of students to enter the digital classroom at dial-up
speed? How will they compete as individuals? But wait a minute—we’re paying a
business, competitive cost, too. Fewer Americans with broadband means a smaller
Internet marketplace and a glass ceiling over the productivity of small businesses
and entrepreneurs in too much of our great land. But, then again, what did we ex-
pect without having a real broadband strategy?



21

I hope this Congress will push the FCC to be a more proactive participant in de-
veloping a strategy and developing solutions. Have us gather better statistics about
our country’s woeful broadband situation. Set our agency’s talented engineers and
policy gurus to work writing reports and teeing up options for you to consider about
how we can inject life back into our Nation’s stagnant broadband market. Keep our
feet to the fire to encourage innovation, competition and the provision of advanced
telecommunications to all our people. The present situation is far too grave to let
the great technological resources of the FCC go untapped.

The FCC also faces a daunting challenge in improving our disaster readiness. I
believe that in the aftermath of 9/11, this agency—which employs the greatest con-
centration of telecommunications experts in the Nation and has statutory responsi-
bility to secure non-military communications in time of emergency—allowed its ex-
pertise and authority to be marginalized. Chairman Martin has moved to make pub-
lic safety and homeland security a top priority, even creating a separate Bureau this
year. But the job is still far from done and our role is still not what it should be.
One initiative we have adopted, and I think it is of particular importance, is using
the FCC as a clearinghouse for public safety and homeland security ideas. Small
businesses, charities, hospitals, and other entities that lack the resources to develop
complete emergency plans should be able to contact the FCC and learn what has
worked for others and what hasn’t. It will take money, staff time, and serious dedi-
cation to get us there, but the safety of the people is always the first obligation of
the public servant—and the agency is capable of doing more to keep America safe.
Rightly done, this initiative can save the Nation time, money and possibly even
lives.

Turning to one of those smaller issues that doesn’t usually get much attention,
let me make one minor but I think important suggestion: Modify the closed meeting
rule so that we can talk to each other at the Commission. I can’t think of any recent
proceeding that wouldn’t have benefited from a full and frank exchange of ideas
among the principal decision-makers. Every other institution encourages discussion
among its members—whether it’s Congress, the courts, or the College of Cardinals.
You know, if it’s good enough for Holy Mother Church, of which I am a member,
it ought to be good enough for the FCC.

I want to finish by stating my firm conviction that the issues the FCC faces in
the next 2 years are far too important and complex to be reduced to simple distinc-
tions between regulation and deregulation or pro-business and anti-business. Our
job is to make sure the people’s business gets done. We need to find ways for stake-
holders to work together, to combine the genius of our great enterprise system with
the things people expect government to do. Partnership is how we built America.
Working together, building together, recognizing our inter-dependence one upon the
other—those have been the best moments in our Nation’s passage to greatness—and
therein is the key to our future.

Mr. Chairmen and Members, thank you and I look forward to our conversation
this morning.

The CHAIRMAN. Thank you very much, Mr. Copps.
We now call upon Mr. Jonathan Adelstein.

STATEMENT OF THE HON. JONATHAN S. ADELSTEIN,
COMMISSIONER, FEDERAL COMMUNICATIONS COMMISSION

Mr. ADELSTEIN. Thank you, Mr. Chairman, Mr. Vice Chairman,
Members of the Committee.

As we're in the middle of what passes for deep winter here in
Washington, I'm reminded of what I learned growing up as a
fourth-generation South Dakotan. My great-grandmother home-
steaded near the Badlands, a very rugged area that Senator Thune
knows very well. What she learned was that—along with so many
other pioneers that were scattered over the long and wide distances
there—you really made it by staying connected with each other,
and by pulling together. And today, we have the opportunity,
through technology, to connect this country in ways that are more
profound than my great-grandmother ever could have imagined.

We need that same spirit, through telecommunications to provide
for all of our neighbors, including those in rural and insular areas,
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other high-cost areas, Native Americans, residents of our inner-cit-
ies, minorities, those with disabilities, non-English speakers, and
low-income consumers. We should upgrade the telecommunications
infrastructure in every corner of this country, and make new tech-
nologies more widely available and affordable to everyone. All of
our citizens should have access, no matter where they live, or what
challenges they face.

To better serve everyone in this country, we should focus on im-
proving access to broadband, modernizing Universal Service, and
promoting the public interest in our media.

As a Commissioner, I've traveled to a lot of unique parts of our
country, such as Alaska and Hawaii. I'll never forget my visit to
the Gulf Coast of Mississippi shortly after the devastation of Hurri-
cane Katrina. Enormous damage there reminds us of the needs of
our public safety community and our national security commu-
fr‘1ities. We have to keep those foremost in our minds and in our ef-
orts.

One of our central national priorities is promoting the wide-
spread deployment of broadband. Even though we’ve made strides,
we're not keeping pace with our global competitors. This is more
than a public relations problem. Citizens of other countries are
simply getting more megabits for less money. That’s a productivity
problem, and our citizens deserve better. We must restore our place
as the undisputed world leader in telecom. It warrants a com-
prehensive national strategy.

And as has been mentioned, the ITU found that digital oppor-
tunity afforded to our citizens is 21st in the world. It’s not enough
of a national strategy just to fight our way back to 20th; we have
to fight our way back to the top.

We should start by improving our data collection so that we can
better ascertain our current problems, and develop better re-
sponses. We must increase incentives for investment and promote
competition. We’ve got to make broadband truly accessible to every-
one—even if that means communities tapping their own resources
to build broadband systems.

We must also work—as many members of this committee, includ-
ing Senator Dorgan and Senator Snowe have done to preserve the
open and neutral character of the Internet that has always been
its hallmark.

Some have argued that our low broadband ranking is due to our
rural population. Well, if that’s the case, then we’d better redouble
our efforts to make sure that we get rural broadband every bit as
efficiently deployed as it is anywhere else in the country. We can’t
afford to leave any part of our country behind.

In that sense, it is vital to keep our Universal Service programs
on sound footing. As voice becomes just one application over
broadband networks, we should ensure that Universal Service
evolves to promote advanced services, a priority that this com-
mittee, in particular, made a real priority in the 1996 Act.

And we've got to do more to stay on top of the latest spectrum
developments. Recent years have seen an explosion of new wireless
opportunities for consumers, but we have to take creative ap-
proaches—technical, regulatory and economic—to get spectrum into
the hands of all types of operators, particularly as we prepare for
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thls1 critically important 700 MHz auction that you all made pos-
sible.

As for media, let’s never forget that the airwaves belong to the
American people. With our ownership rules, we should take far
greater care than in the past before allowing any further con-
centration. We need to open our airwaves to community-based and
minority voices. And we need to establish public interest obliga-
tions for broadcasters as they enter the digital age.

Finally, we’re charged by Congress to perform as a law enforce-
ment agency. We should be rigorous in enforcing all of the laws
under our jurisdiction. We have a lot of complaints before us, in-
cluding those regarding the Do-Not-Call Registry, the junk fax
rules, indecency, payola, video news releases, and our sponsorship
identification rules. We should address all of them, and enforce all
of the laws vigorously.

Mr. Chairman, I will carry out Congress’s charge to keep the
American public well-connected and well-protected. I thank you for
this opportunity to testify, and look forward to addressing any con-
cerns or questions you may have.

[The prepared statement of Mr. Adelstein follows:]

PREPARED STATEMENT OF HON. JONATHAN S. ADELSTEIN, COMMISSIONER,
FEDERAL COMMUNICATIONS COMMISSION

Mr. Chairman, Mr. Vice-Chairman, and Members of the Committee, as we are in
the middle of what passes for deep winter in Washington, I am reminded of what
I learned growing up as a fourth-generation South Dakotan. My great-grandmother
homesteaded near the Badlands, and thrived, along with so many other pioneers
Wl}llo were scattered over large distances, by staying connected and pulling for each
other.

Today, through vast technological progress, we have the opportunity to connect
this country in ways more profound than my great-grandmother could have ever
imagined. It will take the same American spirit to provide for all of our neighbors,
not just those in rural, insular and other high-cost areas, but Native Americans,
residents of our inner cities, minorities, those with disabilities, non-English speak-
ers, and low-income consumers.

We must upgrade our communications infrastructure in every corner of this coun-
try. And we must do a better job of making innovative communications technologies
more widely available and affordable to everyone. All of our citizens should have the
opportunity to maximize their potential through communications, no matter where
they live or what challenges they face. To promote the communications needs of ev-
eryone in this country, we should focus on improving access to broadband services,
modernizing universal service, and protecting diversity, competition, and localism in
our media.

Understanding the many facets of the communications landscape requires us to
take account of the rapidly-changing marketplace and to reach out to diverse com-
munities. As a Commissioner, I have traveled to many unique parts of the United
States, including Alaska and Hawaii, and I have learned of the distinctive chal-
lenges each state faces. I visited the Gulf Coast of Mississippi shortly after the dev-
astation of Hurricane Katrina. The enormous damage to the entire region was un-
forgettable and remains a painful reminder that the communications needs of our
public safety and national security communities must remain at the forefront.

One of our central challenges is promoting the widespread deployment of
broadband facilities to carry these innovative services. This must be a national pri-
ority. Even though we have made strides, I am concerned that the U.S. is not keep-
ing pace with our global competitors. Each year we slip further down the regular
rankings of broadband penetration. This is more than a public relations problem.
Citizens of other countries are simply getting more megabits for less money. That’s
a productivity problem, and our citizens deserve better.

We must engage in a concerted and coordinated effort to restore our place as the
undisputed world leader in telecommunications. An issue of this importance war-
rants a comprehensive national strategy to ensure that affordable broadband is
available for all Americans. According to the ITU, the digital opportunity afforded
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to U.S. citizens is not even near the top, it’s 21st in the world. So, it is not a na-
tional strategy just to overtake Estonia. It will mean taking a hard look at our suc-
cesses and failures, and improving our data collection so that we can better ascer-
tain our current problems and develop responsive solutions. We must re-double our
efforts to encourage broadband development by increasing incentives for investment
and promoting competition. We must also work to preserve the open and neutral
character that has been the hallmark of the Internet, maximizing its potential as
a tool for economic opportunity, innovation, and so many forms of civic, democratic,
and social participation.

It will also mean being creative and flexible in our approaches. Some have argued
that the reason we have fallen so far in the international broadband rankings is
that we are a more rural country than many of those ahead of us. If that is the
case, we should strengthen our efforts to address any rural challenges head-on. We
have got to make broadband truly affordable and accessible to everyone, even if that
means communities tapping their own resources to build broadband systems.

The Commission also must do more to stay on top of the latest developments in
spectrum technology and policy. Spectrum is the lifeblood for much of this new com-
munications landscape. The past several years have seen an explosion of new oppor-
tunities for consumers, like Wi-Fi, and more advanced mobile services. But, we have
to be more creative with a term I have coined “spectrum facilitation.” That means
looking at all types of approaches—technical, economic or regulatory—to get spec-
trum into the hands of operators ready to serving consumers at the most local lev-
els. Wireless broadband has been a top priority for me while at the Commission.
And I truly believe that our preparation for the upcoming 700 MHz auction is one
of the most important undertakings the Commission will conduct in all of the time
I have served.

Universal service continues to play a vital role in meeting our commitment to
connectivity. I have worked hard to preserve and advance the universal service pro-
grams as Congress intended. It is vital to keep them on solid footing. Increasingly,
voice, video, and data will flow to homes and businesses over broadband platforms.
In this new world, as voice becomes just one application over broadband networks,
we must ensure that universal service evolves to promote advanced services, which
is a priority that Congress, and this Committee in particular, made clear.

As for the media, we should never forget that the airwaves belong to the Amer-
ican people. It is critical to preserve their access to what the Supreme Court has
called the “uninhibited marketplace of ideas.” First, with our ownership rules, we
should do no harm; we should take far greater care than we have in the past before
proposing any changes in our media ownership rules. Further, to make the media
landscape look and sound like America, we need to open our airwaves to commu-
nity-based and minority voices. And we need to establish public interest obligations
on broadcasters as they enter the digital age.

Finally, we are charged by Congress to perform as a law enforcement agency, and
we should be rigorous in enforcing all of the laws under our jurisdiction. We have
numerous issues before us regarding consumer complaints about the Do-Not-Call di-
rectory and our Junk Fax rules, indecency, payola, video news releases and our
sponsorship identification rules. All of these laws are important, and all allegations
of wrongdoing demand our resolute attention.

Congress has charged the Commission with ensuring that the American public
stays well-connected and well-protected. I will do everything in my power to carry
out the law to promote these goals. Thank you for the opportunity to testify.

The CHAIRMAN. All right, thank you very much, Mr. Adelstein.
Now, may I call upon Commissioner Deborah Tate, Ms. Tate?

STATEMENT OF THE HON. DEBORAH TAYLOR TATE,
COMMISSIONER, FEDERAL COMMUNICATIONS COMMISSION

Ms. TATE. Good morning, Mr. Chairman, Mr. Vice Chairman and
honored Members of the Committee. And, welcome to the new
members, I look forward to working with you all in the future.

We are, indeed, implementing many of the Acts that you passed,
the WARN Act, and the Call Home Act, and I look forward to work-
ing on other issues with you in the coming year.

I'd like to first commend Kevin Martin for his effective and
strong leadership as Chairman of the FCC and do appreciate all of
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my fellow commissioners this past year as we've tried to work coop-
eratively to build consensus on complicated and challenging issues.
And I agree with Commissioner Copps that it would make it a lot
easier if all five of us could work and meet together.

This is the first opportunity that I have had to appear before the
Committee since my confirmation, and as you've already heard—
what a year it has been.

Incredibly advanced technologies, new consumer products, serv-
ices, and bundles that we read about on the front page almost
daily, as the Internet and the digital age affect all of us. The foun-
dations of the old order are challenged, not only for the industry,
but for government, policymakers, and consumers alike.

Converging technologies are blurring platforms. Such dynamic
technological changes create both opportunities and challenges, not
only for the industry, but also for us. And while my philosophy is
to encourage commercial negotiations and a light regulatory touch
so that we can provide more incentives to continued investment
and growth, while encouraging extraordinary innovations at the
same time, we do need to be careful of social policies, and espe-
cially public safety concerns, which are paramount to protecting
consumers, and indeed, our entire nation.

One significant challenge that the other commissioners have
noted is our review of the remanded broadcast ownership rules. As
you know, we’ve held two of the six hearings that we’ve committed
to. One was appropriately, I think, in my hometown of Nashville,
Tennessee. Given the important role that the broadcast media
plays in our society’s marketplace, I am committed to ensuring the
touchstone goals of competition, localism and diversity.

As we review the rules, however, we do have to be mindful of the
ongoing, dramatic changes in the way that we receive our news
and information, and entertainment, taking into consideration the
explosion of new sources. Especially, for instance, the way that my
children receive their information—“generation-i” as I call them—
the ones that were raised with the Internet where they access all
types of information and content over the Internet.

As many of you know, most of my professional life has been
spent working on issues of significance to children and families,
and that didn’t change when I came to the FCC. Although most of
the visibility does surround our enforcement of Congressional re-
strictions on the broadcast of indecent programming, I'm also
pleased that we’re taking a leadership role in addressing the na-
tional epidemic of childhood obesity, the effect of increasingly vio-
lent programming through our study, soon to be released, and the
manner in which children’s programming rules will be applied as
we move to the new digital, multi-cast world.

I join you also, and all of my colleagues, in working to ensure
that broadband is, indeed, available to all Americans. The exciting
news is that we’re seeing continued increased take rates, over 50
percent from a year ago.

My work, both as a state commissioner, and also now as Chair-
man of the Federal-State Joint Board on Universal Service Fund
has made it clear that the growth has become untenable. We must
begin to take action to reform the fund, in order to save it. And,
therefore, we have begun to look at reforms on both the contribu-
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tion and the distribution side. Next month, we will have an en banc
hearing with many of our state colleagues, and of course, I welcome
your input—at that time or at any time—to discuss any ideas that
you may have about ways to reform universal service.

Like you, I've witnessed first-hand how incredible the possibili-
ties and the innovations from the E-Rate fund are. Tennessee was
the first state to connect all of its schools and libraries. And then,
of course, on my visit to Alaska, I saw how important it is to con-
nect to health care back on the mainland. It’s essential, though,
that we utilize technology-neutral, fair, and understandable sys-
tems, to both sustain and stabilize the Universal Service Fund.

The Commission, like Congress, has also been active in helping
to increase the protection of confidential and delicate consumer in-
formation. Thank you for your pretexting legislation, and we will
be acting shortly to guard against unauthorized access to customer
phone and call-detail information.

Last, but of course, most important, I'd like to touch on and also
say that we were pleased to launch the Homeland Security Bureau
at the FCC. And, like my colleagues, after attending our Katrina
hearings in Mississippi, heard first-hand how important the words
redundancy and interoperability are during disasters. I continue to
want to work with you all as we move forward on those issues.

Again, I appreciate the invitation to be here, and will be glad to
take questions. Thank you, Mr. Chairman.

[The prepared statement of Ms. Tate follows:]

PREPARED STATEMENT OF HON. DEBORAH TAYLOR TATE, COMMISSIONER,
FEDERAL COMMUNICATIONS COMMISSION

Good morning, Chairman Inouye, Vice Chairman Stevens, and distinguished
Members of the Committee. As I begin, I especially want to thank you, Chairman
Inouye and Vice Chairman Stevens, for your leadership on these critical communica-
tions issues that affect our economy, our safety, and our ability to stay in touch with
those we love. I am particularly glad that we have begun implementing the Call
Home Act of 2006, reducing phone rates for our military families stationed around
the world.

I appreciate your invitation to participate in this hearing. As a commissioner at
the Federal Communications Commission (“FCC” or “Commission”), it is my role to
implement the laws passed by Congress, and I welcome the opportunity to hear di-
rectly from you regarding issues facing the FCC, the industries we impact and, in-
deed, all Americans.

First, I would like to commend Kevin Martin for his strong and effective leader-
ship as Chairman of the FCC. Commissioner Copps, Commissioner Adelstein, and
Commissioner McDowell also deserve praise for their commitment to building con-
sensus, and working cooperatively as we balance competing interests to shape our
communications policies.

The communications marketplace continues to evolve daily, as convergence shakes
the foundations of the old order for industry, for government, and for consumers
alike. Converging technologies are blurring the lines between traditional commu-
nications platforms: we make telephone calls through our cable system, watch tele-
vision on IPTV, and get Internet access from our electric company. Who would have
imagined that wireless connections would have surpassed landlines or provide
unbanked citizens access to capital or even enhance the gross national product of
developing nations. While this convergence creates real benefits for consumers
through the introduction of new services and increased competition among service
providers, it also challenges us to adapt our regulations to these market changes.
In doing so, whenever possible, I believe we must maintain a light regulatory touch
in order to provide incentives to investment and encourage innovation.

One current challenge of this new digital age involves our review of the Commis-
sion’s broadcast ownership rules. Given the important role that the broadcast media
play in our democratic society’s marketplace of ideas, I am committed to working



27

with my FCC colleagues and members of this Committee to ensure that our actions
further the touchstone goals of competition, localism, and diversity. Currently, we
are in the process of hearing from the public and have held two of our planned six
hearings across the country; one of which was in my hometown of Nashville, Ten-
nessee. As we review our rules, however, we must be mindful of the ongoing, dra-
matic changes in the ways we—especially “generation-i,” those raised with the
Internet—receive our news, information, and entertainment, anytime, anywhere.
For example, increases in broadband penetration have transformed the Internet into
a viable platform for streaming full-length video programming, with more content
moving online daily at sites like YouTube; XM and Sirius have signed up millions
of satellite radio subscribers, and iPods and other digital music players are used by
millions more, including one in five people under the age of 30; and our mobile
phones now provide us with stock quotes and e-mail updates from sources across
the globe. We must make sure that we account for these effects of the digital age,
because, from a regulatory standpoint, the media marketplace of tomorrow is being
shaped by our actions today.

Most of my professional life has been spent addressing issues of significant impact
to children and families and certainly that did not stop when I arrived at the FCC.
Although most visibility surrounds our enforcement of congressional restrictions on
the broadcast of obscene, indecent, and profane programming, other issues that we
are addressing include the national epidemic of childhood obesity, the effect of vio-
lent programming and advertising on children as well as how our children’s pro-
gramming rules will be applied to the new, digital multicast world. These are impor-
tﬁnt issues, and I am pleased that the FCC is taking a leadership role in addressing
them.

Of course, the issues we must address as the result of convergence and the devel-
opments of the digital age are not limited to the media. One structural change evi-
dent in the local communications marketplace is the proliferation of bundled service
packages: “all-in-one” triple or quadruple play, including wireline and wireless voice,
video, and Internet access for a single price. However, we will see whether this busi-
ness model ultimately prevails in the marketplace—its test will be whether it pro-
vides what consumers want and need.

Whether in the merger context or in response to a forbearance petition, we have
recently reviewed the competition in several specific telecommunications markets.
For example, responding to a petition for forbearance from network sharing obliga-
tions, we recently analyzed the state of competition in Anchorage, Alaska, carefully
applying the competition, consumer impact, and public interest standards in the
Communications Act to find that calibrated regulatory relief was warranted. Look-
ing ahead this year, the Commission faces a number of other forbearance petitions
and we will continue to apply a rigorous analysis to the cases presented.

Broadband deployment is essential for the future of our country, not only for the
communications industry but also for every business in America and for our place
as a global leader. It is extremely important that the Commission continue to pro-
mote the deployment of advanced networks capable of providing broadband and
video services. Broadband promises unprecedented business, educational, and
healthcare opportunities for all of us, no matter where we choose to live. The con-
vergence of services and platforms—from cable modem and DSL to fiber-optics, sat-
ellite, and wireless—will only help to further drive the need for better and more
ubiquitous broadband throughout the country. Over 50 million users had broadband
connections in 2005, rising over 33 percent, and with rural Americans doubling their
broadband connections since 2003. While the United States has over 31 percent of
all broadband connections in the Organisation for Economic Co-operation and Devel-
opment, we still have more to do. I am committed to working with my FCC col-
leagues and Members of this Committee to encourage the further deployment of new
and innovative services and to foster competition. Participation in the digital age
requires broadband, and it is essential that we create an environment that maxi-
mizes its deployment. In addition, I also note that I support the Commission’s Inter-
net Policy Statement, and believe it is important, among other things, that “con-
sumers are entitled to access the lawful Internet content of their choice.”

While I believe the marketplace can best address many of the economic issues we
face at the FCC, I am pleased that we continue to ensure that the critical needs
of consumers are addressed. My work as a state commissioner as well as the Chair
of the Federal-State Joint Board on Universal Service has made it clear to me that
the Universal Service Fund is a critical program for ensuring access for consumers
in rural and high-cost areas, and for promoting access to advanced services for
schools, libraries, and rural heath care providers. I have witnessed first-hand the
benefits of the E-Rate program—in fact, Tennessee was the first state to connect
every school and library—and how connecting healthcare facilities by broadband
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makes a vital difference in peoples’ lives in some of the most remote areas of Alas-
ka. The FCC recently announced a rural healthcare broadband pilot program which
will explore the utility of connecting health facilities in a state or region, linking
rural health facilities with university and research hospitals. I support the entire
universal service program, and I remain committed to promoting the availability of
quality, affordable telecommunications services to the people of the United States.
It is essential that as the converging communications landscape changes, we recog-
nize how technological changes are putting strains on the mechanics of our distribu-
tion system and must be addressed by technology-neutral policies that avoid sub-
jecting the program to unsustainable growth.

The FCC also continues to improve access to communications services for persons
with disabilities by requiring interoperability among competing video relay service
providers, and approving innovative new services like IP-captioned telephone that
improve access to communications for many Americans. Of course, more work lies
ahead to ensure that we responsibly manage our obligations to achieve functional
equivalence for all Americans.

Along with Congress, the Commission has also been active in helping protect the
privacy of confidential and delicate consumer information. Last year, we opened a
rulemaking to address the abhorrent practice of pre-texting to obtain consumer’s
private phone records, and we are now poised to issue final rules designed to ensure
the privacy of consumer information maintained by telecommunications carriers.
And, I am grateful that the Congress passed legislation last year making the prac-
tice of pre-texting illegal and giving our law enforcement agencies the resources nec-
essary to enforce the prohibition.

Last, but possibly most important, I would like to touch on the issue of public
safety and homeland security. While we continue to mourn the innocent lives lost
and honor the brave and selfless acts of the first responders on September 11, 2001
and during the Hurricane Katrina and Rita disasters, we must also learn from our
experience and equip the Nation and our citizens to be able to communicate more
effectively in such times. In March 2006, at the second meeting of the FCC Inde-
pendent Panel Reviewing the Impact of Hurricane Katrina on Communications Net-
works in Mississippi, I heard personal accounts of the devastation. The one clear
message I heard was the need for redundancy in communications networks. I ap-
plaud the collaborative efforts and contributions of the communications and public
safety industries, which have worked hard to address the policy goals and technical
issues that make these necessary improvements possible.

My colleagues and I are keenly aware of how critical reliable communications
technologies are when public safety or homeland security concerns become para-
mount and, therefore, launched our new Public Safety and Homeland Security Bu-
reau. This action underscores the fact that the dissemination of vital information
and interoperable communications at every level are the backbone of our defense
against natural disasters, attacks on our homeland, and even the possibility of a
pandemic, health-related, or environmental attack. I am confident that the Commis-
sion will continue to do all it can to strengthen and protect our Nation’s communica-
tions infrastructure and I am eager to work with this new Bureau and all Members
of Congress as we continue to address policies that will help improve our public
safety and homeland security.

Again, I appreciate your invitation to be here with you today. I look forward to
hearing from you, and I will be pleased to answer any questions.

The CHAIRMAN. Thank you very much, Commissioner Tate.
And now may I call upon Commissioner Robert McDowell?

STATEMENT OF THE HON. ROBERT McDOWELL,
COMMISSIONER, FEDERAL COMMUNICATIONS COMMISSION

Mr. McDOWELL. Thank you, Mr. Chairman, Senator Stevens and
distinguished members of the Committee. Thank you so much for
having us here this morning.

Eight months ago today, I was sworn in as an FCC Commis-
sioner. My short tenure here has exceeded all of my expectations.
It has been a great honor to serve the American people in this way.
I am also immensely fortunate to work under Chairman Martin’s
leadership, and with such a talented team of commissioners.
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This is an exciting time to be at the FCC. Revolutionary techno-
logical developments are yielding new opportunities for consumers
to improve the quality of their lives and for businesses to improve
their efficiency. This dynamic disruption transcends traditional reg-
ulatory boundaries.

The issues addressed by the FCC touch the lives of every Amer-
ican: from broadband availability, to the incredible proliferation of
wireless technologies; from Universal Service, to localism and di-
versity in broadcasting; from wireless medical devices that improve
thousands of lives each day, to the greatest entrepreneurial explo-
sion in history known as the Internet. I endeavor to approach each
issue with a consistent regulatory philosophy; one that has served
our Nation well since its inception; one that trusts competitive free
enterprise to serve consumers best. I trust free people acting within
free markets to make better decisions for themselves than those of
us in government. As we commemorate the 400th anniversary of
the founding of the Jamestown settlement in Virginia this year, we
should remind ourselves that free markets and free ideas are the
essence of our free society, and promoting freedom is the FCC’s
core mission.

The Commission is adopting policies to encourage increased
broadband deployment for all Americans. While America’s rate of
broadband deployment has more than doubled during the Martin
Chairmanship (from 20 percent growth and penetration per year to
over 40 percent growth), no one at the Commission is resting on
those laurels. In fact, we are making it easier for entrepreneurs to
construct new delivery platforms more quickly. The resulting new
surge in capital investment will stimulate our economy, and will
give American consumers new tools to strengthen their freedom by
enhancing their ability to choose. All of us will benefit as a result.

Among the highlights of my first 8 months was our Advanced
Wireless Services auction last summer. It was phenomenally suc-
cessful and brought in nearly $14 billion to the U.S. Treasury. New
uses in this spectrum will yield untold benefits. Our Video Fran-
chising Order adopted in December will enhance video competition,
and accelerate broadband deployment. And much more lies ahead,
including the 700 MHz auction, white spaces management, adop-
tion of the digital audio broadcast standard for HD radio, Universal
Service reform, and much, much more.

In sum, from my new perspective at the FCC, America’s future
has never looked more promising. Consumers have never been
more empowered—or more savvy. The marketplace is teeming with
more brilliant entrepreneurial ideas than ever before. And the FCC
is working hard to create an environment where private enterprise
can meet an ever more-sophisticated consumer demand as quickly
as possible, thus promoting more freedom.

I look forward to meeting these challenges in partnership with
Chairman Martin and my colleagues on the Commission, and I look
forward to your continued direction and to your questions this
morning.

Thank you very much.

[The prepared statement of Mr. McDowell follows:]
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PREPARED STATEMENT OF HON. ROBERT M. MCDOWELL, COMMISSIONER,
FEDERAL COMMUNICATIONS COMMISSION

Good morning, Mr. Chairman, Senator Stevens, and distinguished Members of the
Committee. Thank you for providing us with this opportunity to appear before you
this morning. Eight months ago today, I was sworn in as an FCC Commissioner.
My short tenure here has exceeded all of my expectations. It has been a great honor
to serve the American people in this way. I am also immensely fortunate to work
under Chairman Martin’s leadership and with such a talented team of Commis-
sioners.

This is an exciting time to be at the FCC. Revolutionary technological develop-
ments are yielding new opportunities for consumers to improve the quality of their
lives and for businesses to improve their competitiveness and efficiency. This dy-
namic disruption transcends traditional regulatory boundaries. I cannot imagine a
more interesting time to be here.

Regulatory Philosophy

The issues addressed by the FCC touch the lives of every American: from
broadband availability, to the incredible proliferation of wireless technologies; from
universal service, to localism and diversity in broadcasting; from wireless medical
devices that improve thousands of lives each day, to the greatest entrepreneurial
explosion in history known as the Internet. This diverse array of issues, and many
more, are within the FCC’s purview. While advances in technology and competitive-
ness defy labeling under the regulatory stove pipes of old, I endeavor to approach
each issue with a consistent regulatory philosophy; one that has served our Nation
well since its inception; one that trusts competitive free enterprise to serve con-
sumers the best.

This year, in Virginia, we are celebrating the 400th Anniversary of the founding
of the Jamestown Settlement. That event sparked a chain of events that led to the
creation of the freest nation in the history of the world. Free markets and free ideas
are the twin cornerstones upon which we built America. My approach to each issue
that comes before the Commission is to focus on my belief that the fundamental
mission of the FCC is to promote freedom. I want consumers to have the freedom
to have their demands satisfied. And I want entrepreneurs to have the freedom to
innovate and bring their products and services to market so they can satisfy those
consumers’ demands. I trust free people acting within free markets to make better
decisions for themselves than those of us in government. Government should not ad-
versely interfere with the relationships between consumers and entrepreneurs.
Rather, government should try to remove barriers to entry and allow competition
to flourish. There are circumstances, however, when the government should address
market failure so new entrepreneurial ideas have a chance to compete in the mar-
ketplace, and succeed or fail on their own merits—and their own merits alone. Any
remedies applied to market failure should be narrowly-tailored, and sunsetted, to
maximize freedom for all market players.

Today, disruptive new technologies pose challenges to existing providers of prod-
ucts and services—and to regulators and legislators. One of the most exciting as-
pects of the job of an FCC Commissioner is to help open windows to provide entre-
preneurs new opportunities for these technologies to compete in the marketplace.
Given this disruption, the FCC has to adapt and make a transition from legacy reg-
ulations that govern individual industries, to more nimble rules that ensure fair op-
portunities for all competitors. As regulators, we must be careful to avoid inhibiting
innovation and technological advances. The FCC must continue to tear down bar-
riers to entry and clear out unnecessary regulatory underbrush. The marketplace,
rather than the Commission, should pick the winners.

As the Commission analyzes these regulatory questions, we of course are mindful
that we operate within the parameters that you, Congress, have established for us.
On every issue, I first look to the relevant statute to determine whether the Com-
mission has the authority to take the action proposed or implement a new policy.

A Record of Accomplishments

The Commission is adopting policies to encourage increased broadband deploy-
ment for all of America’s businesses and citizens. While America’s rate of broadband
deployment has doubled during the Martin chairmanship (from 20 percent growth
in penetration per year to over 40 percent), no one at the Commission is resting on
those laurels. Accordingly, we are making it easier for entrepreneurs to construct
new delivery platforms more quickly. Additionally, our policies are paving the way
for the owners of existing platforms to upgrade their facilities. The resulting new
surge in capital investment will stimulate our economy and will give American con-
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sumers new tools to strengthen their freedom by enhancing their ability to choose.
All of us benefit as a result.

In my 8 month tenure, the Commission has taken important steps to promote
competition in a number of areas. I believe that our actions will foster the ability
of American consumers and businesses—whether located in urban or rural areas—
to have access to new, advanced delivery platforms.

Last summer, the Commission completed an auction for spectrum for Advanced
Wireless Services in the 1710-1755 and 2110-2155 MHz bands, which are ideal for
the delivery of bandwidth-intensive wireless applications. One hundred four entities
placed winning bids, and over one-half of those were small businesses. In fact, forty
winning bidders identified themselves as rural telephone companies. Wireless
growth is rising rapidly due to robust competition and technological innovation.
What was unimaginable just 10 years ago is now part of the daily routine of tens
of millions of Americans. Innovative broadband services using advanced technologies
allow customers to use new multimedia phones to watch TV, download songs, re-
ceive information and access content, such as sports, news and weather, at
broadband speeds. In recognition of the importance of the wireless industry to
America’s continued economic competitiveness across the globe, the Commission is
quickly granting applications, and releasing this spectrum to the winning bidders.
In fact, in November, we granted 550 licenses won in the AWS auctions. In Decem-
ber, we granted another 357 licenses. This means that we have already granted 907
of the 1,087 licenses, and have brought in $13.1 of the $13.7 billion in total net high
bids. All of this activity should be put in the context of an already competitive wire-
less marketplace.

Over the last 13 years, since the Commission issued its first Wireless Competition
Report, wireless subscriber growth has grown exponentially and competition among
numerous providers has flourished. The overall wireless penetration rate in our
country is now at 71 percent—and our most recent report, released in September,
notes that an overwhelming majority of consumers between the ages of 20 and 49
has a wireless phone. At the same time, prices are decreasing. Our report estimates
that revenue per minute (RPM) declined 22 percent last year alone. RPM currently
stands at $0.07, as compared with $0.47 in December 1994—a decline of 86 percent.
(That $0.47 in 1994 equates to $0.60 today.) This is great news for American con-
sumers.

The Video Franchising Order the Commission adopted in December advances the
pro-consumer goals of enhancing video competition and accelerating broadband de-
ployment. The Order strikes a careful balance between establishing a deregulatory
national framework to hasten deployment of advanced services while preserving
local control over local issues. It guards against localities making unreasonable de-
mands of new entrants, while still allowing those same localities to protect impor-
ta(rilt local interests through meaningful negotiations with aspiring video service pro-
viders.

While I would have liked to have provided the deregulatory benefits granted to
new entrants to all video providers, be they incumbent cable providers, over-builders
or others, the record in this proceeding did not allow us to create a regulatory parity
framework just yet. I am pleased that the Commission has committed to release an
order addressing parity for all cable competitors no later than 6 months from the
release date of the Video Franchising Order. Resolving these important questions
soon will give much-needed regulatory certainty to all market players, spark invest-
ment, speed competition on its way, and make America a stronger player in the
global economy.

While we have worked hard to help foster the rollout of new delivery platforms,
we have also endeavored to continue to make available to all Americans affordable
telecommunications services. The Universal Service system has been instrumental
in keeping Americans connected and improving their quality of life. This system is
in dire need of comprehensive reform, however. In June 2006, we adopted interim
changes to the Universal Service contribution methodology that were designed to
help bridge the gap between the deteriorating status quo and a more sustainable
Universal Service system of the future. The changes raised the interim wireless safe
harbor and required VoIP providers to contribute to the Fund. By setting appro-
priate safe harbors and allowing wireless carriers and VoIP providers, in deter-
mining their USF contribution, the option of either using the safe harbor, utilizing
traffic studies, or reporting actual interstate revenues, we provide the right balance
of administrative ease and incentive to contribute based on actual interstate and
international revenues. These interim measures also ensure that the Fund remains
solvent for the near term and serve as an important first step toward broadening
the Fund’s contribution base to ensure equitable and nondiscriminatory support of
the Fund in an increasingly digital world. In October, we also instituted a 2-year
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rural health care pilot program to determine the extent of the need for advanced
services to meet the rural health care objective, pursuant to Section 254(h)(2)(A) of
the Communications Act, and how we can tailor the rural health care support mech-
anism toward that end.

Universal Service is intertwined with intercarrier compensation. We have to re-
form the current access regime; otherwise, it won’t survive. I believe that all carriers
should be compensated for the costs of carrying others’ traffic on their networks.
Today is the deadline for submitting reply comments to the Commission on the Mis-
soula Plan that was submitted by a NARUC Task Force last June. I look forward
to reviewing those comments. There are a lot of stakeholders and no one plan is
going to make everyone happy. We need to step back and see how competition and
technology are changing the marketplace and examine where the current regime is
in need of reform. We also need to promote efficiency, competition and technological
innovation. It will be a long, cooperative process, but I look forward to working with
everyone on this challenge.

Future Challenges

Looking ahead, this year in particular we have our work cut out for us. We are
currently in the process of analyzing the record and finalizing the rules for the com-
mercial portion of the 700 MHz spectrum band. Our work is especially time-sen-
sitive given Congress’s recent mandate that we commence auctioning this spectrum
no later than January 28, 2008, less than 1 year away. I am hopeful that we will
complete our work and release these rules early this spring.

We are also moving forward to create the opportunity for additional unlicensed
operation in the white spaces of the TV broadcast bands. I am hopeful that our ac-
tions will foster a chain of events that will lead to an explosion of entrepreneurial
brilliance toward creative uses for these bands. Mindful of our obligation to protect
all users from harmful interference, our Office of Engineering & Technology is al-
ready working hard to analyze and test new devices and associated standards. I am
pleased that our timetable aims to ensure that new consumer equipment for these
bands will be market-ready as soon as possible.

This year, we are also advancing our comprehensive review of the Commission’s
broadcast ownership rules and are busy building a record. As you know, these rules
must strike a difficult balance. They must take into account the dramatic changes
that have occurred in the media landscape in recent years and at the same time,
continue to promote our long-standing values of diversity, localism and competition.
We must also carefully address the issues presented to us by the Third Circuit in
the Prometheus decision. I hope we can develop a reasoned approach that resolves
the regulatory uncertainty that followed the appeal of the order the Commission
issued in June 2003.

I look forward to continuing our review of competition and the effects of consolida-
tion among traditional media companies, as well as the emergence of new competing
services. I also am eager to attend more field hearings around the country to learn
more about competition, diversity and localism from the perspective of people with
first-hand knowledge of the realities of their local market—be they consumers,
broadcasters, programmers, artists, economists or academics. With respect to diver-
sity, I am particularly concerned about the decline in female and minority owners
of broadcast properties. I anticipate learning about the causes of this situation, espe-
cially as compared with other industries requiring similar amounts of capital invest-
ment.

Conclusion

In sum, from my new perspective at the FCC, America’s future has never looked
more promising. Consumers have never been more empowered or savvy. The mar-
ketplace is teeming with more brilliant entrepreneurial ideas than ever before. And
the FCC is working hard to create an environment where private enterprise can
meet ever-more-sophisticated consumer demand as quickly as possible, thus pro-
moting more freedom.

I look forward to meeting these challenges in partnership with Chairman Martin
and my colleagues on the Commission and I look forward to your continued direc-
tion. Thank you.

The CHAIRMAN. All right. Thank you very much, Commissioner
McDowell.

Because of the time limitation imposed on us by the impending
votes, we’ll have to insist that we follow the 5-minute rule.
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I will be submitting my questions for the record, but I have one
question.

Mr. Chairman, late last year, after considerable negotiation, the
Commission reached an agreement on the AT&T/BellSouth merger.
At that time, Chairman Martin, you and Commissioner Tate both
stated that if, had the decision been yours to make, you might not
have adopted some of the conditions.

I understand that independent commissioners have independent
views, that is to be understood. But, what I find difficult to under-
stand is you also included language in your separate statement,
and you said that you do not intend to stand by the deal that was
reached. If you felt so strongly about this condition, do you think
you had an obligation to withhold your vote and continue further
negotiations?

Mr. MARTIN. Thank you for the question, and the opportunity to
clarify our positions.

I don’t believe that either Commissioner Tate or I said that we
wouldn’t stand by the deal, so to speak. What we actually indicated
was that the company had voluntarily agreed to certain kinds of
commitments, and that the Commission would enforce their com-
mitments. But those commitments couldn’t change Commission pol-
icy, or Commission rules or regulations.

So, for example, AT&T had voluntarily agreed to abide by certain
net-neutrality requirements that they were going to impose upon
themselves. And since they volunteered to do that, we would en-
force that. But that did not mean we were changing our policies,
and we were going to enforce those same kind of net-neutrality re-
quirements on others.

In addition, the company had agreed that they would offer to
lower some of their special access prices, but only to some compa-
nies. The Commission has had a long-standing practice in this
area, you're not allowed to discriminate among the different compa-
nies in terms of to whom you’re going to offer discounted prices.
And what I said at the time, and what, I believe Commissioner
Tate said—what we said in our joint statement—was that the Com-
mission wasn’t altering the law here. And that if the policies that
they were going to try to implement would be invalid, the Commis-
sion wouldn’t approve them, to the extent that they required subse-
quent Commission approval.

We made that clear at the time. So I don’t think that we were
saying we wouldn’t stand by the deal. The company would have to
continue to offer the services that they said that they would in
their voluntary conditions.

But to the extent any of those conditions required subsequent
government action, where the Commission was going to have to af-
firmatively take action to enforce those on someone else, we said,
“No.” We would have hesitation doing that, because we weren’t
changing our underlying policies or rules.

The CHAIRMAN. Thank you very much, Chairman Martin.

But, Commissioner Copps and Commissioner Adelstein, the
record shows that you both fought very hard for this condition.
Why was this condition necessary, and consistent with the law?

Mr. Copps. I think this whole special access area has been iden-
tified as very problematic, I think it has been identified as an area
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where a few companies have tremendous market power over this
whole range of services.

We recently had a GAO report which pointed out the high cost
of these services, we also had a report saying that competition was
virtually non-existent, most of the businesses in this country get
their special access from a couple of firms, and AT&T, of course,
is a huge provider of that.

So, there was a problem, and I think the commitment that AT&T
made was, indeed, one that was much to be desired, in the interest
of small business, in the interest of consumers, in the interest of
the country, generally, dealing with a serious problem.

I think the approach we took was, indeed, a legal approach. Sec-
tion 202 prohibits any unreasonable discrimination in prices, I
think our case law and the courts and all kinds of authoritative
legal treatises over the years make clear that 202 permits different
prices for similarly situated consumers, if there’s a good reason for
the distinction.

Is it really unreasonable to say to Verizon that, for example, to
get this they must use price caps in their own territory? The choice
is theirs, it’s a choice that they can make. It’s parity. Is it really
unreasonable to differentiate here, when CLECS are not under
price caps, it’s a differently regulated classification, entirely. And
I think, we have long-noted at the Federal Communications Com-
mission differences between dominant incumbents and new en-
trants. So, I'm comfortable with the commitment that the company
made here. This was all part of a larger package, we can talk later
about the larger package, and I think it was a modest victory, on
balance, for American consumers, it’s not something that I would
have leaped at to support in the first instance, and certainly not
as it came to us, as a condition of this merger, with no Department
of Justice conditions, no conditions at all in the order that we were
first given. But, I think the end-result is a modest victory for con-
sumers, a modest victory for those of us who believe in the freedom
of the Internet, and net neutrality, and I think there were several
other benefits from it, too.

But, I think with regard to your question on special access, 1
think it was necessary, I think it dealt with a specific problem that
was costing businesses—especially small businesses, too much, and
I think the outcome was generally positive.

The CHAIRMAN. Thank you very much, Commissioner. I'm sorry
my time is up, I wanted to hear Mr. Adelstein. Do you have any
views?

Mr. ADELSTEIN. Well, in response to your initial question, I swore
to this Commission when I was confirmed that I would always try
to uphold the law. I have never voted and will never vote for any
item that I consider to be unlawful.

There are a lot of concerns that were raised about competition
and the loss of it due to the size of the new merged entity. The
GAO, even before the merger, indicated that special access was not
a particularly competitive market. We tried to tailor all of the spe-
cial access conditions to particular concern raised by GAO.

There have been concerns raised about the legality of the recip-
rocal discounts provision, a provision that was suggested by AT&T.
I think that it’s perfectly lawful, as Commissioner Copps laid out,
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AT&T’s lawyers have agreed as well with its legality. We have
done our own review of the provision, and believe that it is reason-
able, and that there is sufficient case law to support that position.

Certainly, if there are concerns that are raised—though, I didn’t
hear about any concerns until after I had voted the item, which is
disappointing—I think they’re very easy to resolve. There are a
number of ways that we can easily address any legal concerns with
the provision. Even if I don’t necessarily agree with the concerns,
I would be happy to work with the Chairman and my colleagues
to adjust the item to address their concerns.

The CHAIRMAN. Thank you, Commissioner.

Vice Chairman Stevens?

Senator STEVENS. Thank you very much, I'll have some questions
that I'd like to submit for the record, also. Time is limited, so I'd
hope that you’d be very short in your responses.

We've introduced a new Universal Service bill this year, but it
seems to me that there’s more that the Commission can do to pro-
tect the universal service concept, despite some of the limitations
in the law that prohibit you from dealing with some of the commu-
nications entities, as far as universal service is concerned. What
can you do without further legislation?

Mr. Martin?

Mr. MARTIN. Well, I think that we’ve taken several steps to try
to help stabilize the Fund within our current authority, and I think
that we can continue to try to look at issues—in ways that poten-
tially try to assess carriers on a more technology-neutral basis,
such as telephone numbers today. But, as I understand it, the bill
that you’ve introduced would give the Commission some additional
tools, so that we could look at some other options, as well. For ex-
ample, intrastate authority, or clarifying that we have the author-
ity to impose some other kinds of contribution mechanisms. So I
think it would give the Commission additional tools, but I think
the Commission can take some steps today, with its current au-
thority.

Senator STEVENS. Mr. Copps, you mentioned a strategy for
broadband, does that strategy envision any change in Universal
Service?

Mr. Copps. Yes, sir, it does. I think that we have to make crystal
clear that broadband is integral to the system of Universal Service.
This is the great infrastructure challenge of our time, I think, to
get this technology, to get these services out to all of our people.
And it’s very difficult to get them out to some places, as in your
states of Alaska and Hawaii and in many of the other states rep-
resented by Senators in this room today.

So, reasonably comparable services at comparable prices are the
mantra of Universal Service for all of our citizens. Broadband is
going to be the driver of so much of our economy in the next few
years, we've got to make sure that everybody understands it’s part
of Universal Service.

Senator STEVENS. We all speak of telecommunications, but what
we're dealing with is the whole concept of communications, and I
worry that some of the impediments of existing legislation will pre-
vent you from going forward and having a level playing field, and
having equal treatment for all of the communications providers.
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One of the things I've come across recently is Internet2 which we
thought was just going to be for the universities and a tool for edu-
cation. Now it seems to be expanding throughout the economy.
What are you going to do about Internet2? Mr. Martin?

Mr. MARTIN. We have tried to develop a pilot program on the
rural health care side, where we’ve allowed for some of the compa-
nies to come forward and apply for some additional funds to de-
velop state-wide networks to deliver healthcare services, and con-
nect, explicitly, into Internet2 and some of the other advanced
backbones that are developing. So, that’s the one step that most di-
rectly changes our current Universal Service program to try to take
advantage of Internet2.

Senator STEVENS. Well, it seems that Internet2 will not be equal-
ly available to all Americans, is that your feeling?

Mr. MARTIN. I think that we’re constantly struggling to try to
make sure that all of the services that are available to consumers
in urban areas are going to be available to those in rural areas.
And, I think the current Telecommunications Act gives us the au-
thority to do that. But I think that our problem is how we will
make sure we have sufficient funds to pay for the kind of support
that Commissioner Copps is referencing. Expanding the Universal
Service Fund to pay for broadband connections would be a signifi-
cant increase, and we already have a very large Universal Service
Fund.

Senator STEVENS. That’s the other thing about this right now,
and I don’t want to go into it too much, but we have not revised
the schedule for the fees and payments that should be made by end
of—elements of the communications industries that do utilize the
majority of your services. Have you looked at the quality of charges
and fees that are out there? Until this committee got involved, we
had no income at all from new spectrum. We used to have a lottery
system, as everyone knows. Now we have this bid system for new
spectrum that’s available. But, are there other areas where we
should look to change the fee schedule? Should more payment be
due to the Commission for those activities that take so much of
your time?

Mr. MARTIN. Well, I would say first that the money that the
Commission raises through its spectrum auctions actually goes di-
rectly the Treasury. It doesn’t go to any of our Universal Service
Funds. But, the Commission does periodically adjust its fees that
are paid to the Commission.

As far as Universal Service payments, we have looked at trying
to stabilize the fund in terms of reaching out and broadening it to
try to make sure that everyone who is utilizing the underlying tele-
communications network is paying into it. I continue to believe that
trying to move to a system, something like a numbers or connec-
tions-based system, would broaden the pool of supporters, and it
would allow for that to be done on a technology-neutral basis, as
opposed to only the interstate services that contribute today.

So, I think there are some steps that we can take to try to both
broaden the contribution to the system and make it more fair, so
to speak.

Senator STEVENS. I have only got a minute left here, but let me
ask this—do any of the Commissioners disagree with our Universal
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Service Fund bill that we introduced last year and reintroduced
this year? I understood that the Commission generally supported
it. Is there any opposition from the Commission to the Universal
Service bill that the Chairman and I introduced this year?

[No response.]

Senator STEVENS. Thank you very much, Mr. Chairman.

The CHAIRMAN. Thank you.

Senator Sununu?

Senator SUNUNU. Can we go to the other side? Do we want to
go to Senator Dorgan first; or whoever the next person is on the
Democratic side?

The CHAIRMAN. No, no. We're just going by who came in first.

Senator SUNUNU. Once again, I feel like I've been put in an odd
position. Most of the people here don’t realize, I was asked to speak
before Senator Inouye at an event recently, and I was quick to
point out that that was highly inappropriate, so I apologize to my
Democratic colleagues if they think that I'm cutting into line.

I want to apologize to the Commissioners in that my staff and
I have drawn up a list of highly confrontational questions, but I
misplaced them this morning.

[Laughter.]

Senator SUNUNU. So, if you or your staff feel somehow short-
changed by the wonkish or technical nature of the inquiries I have,
I promise I'll make it up to you the next time, or invite you into
my office for an argument, whatever you might find to be most en-
tertaining.

I want to begin with white spaces. In the bill we had last year,
there were some provisions to deal with the white space issue, to
better use spectrum that has already been issued, licensed or some-
how already being used, but is under-utilized in certain places of
the country. One of the charts that Chairman Martin distributed
showed the enormous growth in broadband access through wire-
less, and of course, white space spectrum that has been discussed
would be extremely useful for continuing that growth.

I've introduced legislation on this, and worked with Senator
Allen and others last year, in crafting our proposal. The question
I have deals with the issuance of white space spectrum. One, you
could just make it available for unlicensed use, but we could also,
certainly auction off some of that. And my question is, what values
or tradeoffs might we unlock, or have to deal with, depending on
whether we choose to issue it as unlicensed spectrum or through
an auction? Why don’t we start with the Chairman, and if you
want to keep your answers reasonably brief, I'd like to, at least,
hear from a couple of the other commissioners as well.

Chairman Martin?

Mr. MARTIN. Well, generally trying to use the white spaces is try-
ing to use, as you said, the underutilized spectrum in between
other license holders. While the Commission could try to identify
exactly the full extent of those white spaces and license it, most of
the focus has actually been trying to develop an unlicensed ap-
proach to the use of this spectrum. In large part, because many of
the uses would be secondary to the primary users there. And it
would be more difficult. Potentially, it could actually, delay a little
bit, the full utilization of the white spaces, to try to license the
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white spaces, because it would first require us, from a technical
standpoint, to identify exactly where all the white space is. Where-
as, if we could adopt general rules which said, “We think you can
operate under these parameters without causing interference,”
then you could do so, as long as youre not causing interference.
This would more easily enable the technological innovations that
are occurring and allow unlicensed devices to more fully utilize
that spectrum.

Senator SUNUNU. Commissioner Copps?

Mr. Copps. I think there really is amazing potential here. We
have a proceeding on this matter to try to balance some of those
questions you just asked, and I really think it is a matter of bal-
ance between the licensed and the unlicensed. And licensed is obvi-
ously important. We have just done a lot of licensing in the AWS
band, we’ve had licenses in the 3G band, and we’ll have a 700 MHz
license auction, too. Should we have a presumption in favor of unli-
censed? I think that strikes me as not a bad idea. But we certainly
need to look carefully at the suggestion being made for how much
licensing we should do in this particular band.

Senator SUNUNU. Let me move to a second question, which deals
with Universal Service and one of the proposals that was put out
for discussion and comment by Chairman Martin, and that is the
concept of a reverse auction. I'm pleased to hear people talk about
the need for reform on distribution as well as revenue collection.
I have spoken time and again about the importance that the pro-
gram be focused on rural areas, and those in an economic dis-
advantage. That’s what the program is for, that’s where we should
spend all of our time, ensuring better performance.

Chairman Martin, could you talk about how a reverse auction
might improve, in your opinion, the program’s operation and effi-
ciency, especially where those two goals are concerned?

Mr. MARTIN. Well, one of the concerns that I have is that we've
seen extraordinary growth in other companies coming into rural
areas and trying to provide what we might call competitive-eligible
communications services. When I arrived at the Commission, these
other companies were receiving about a million dollars worth of
Universal Service support. This past year, they will receive just
under a billion dollars of Universal Service support. That is in ad-
dition to the $2.25 billion Universal Service support that is already
going out to the schools and libraries, the rural health care pro-
gram, and the incumbent wire line carriers.

The problem is that I don’t think that kind of continued growth
is sustainable. Instead, what we need to do is identify rural areas
that are high-cost, and then try to move forward with a mechanism
where we say, “Who wants to provide that service?” And “how little
Universal Service subsidy can you do that for?” (As opposed to,
“how much can you do that for?”) And allow for multiple kinds of
technologies to come forward and say, “I think I can provide service
in this rural area more efficiently with wireless technology, for ex-
ample, than wireline.” This would allow for us to decrease our Uni-
versal Service Fund, instead of continuing to increase it at the cur-
rent rate.

As I said, I'm very concerned that the current rate of growth
won’t be sustainable for very much longer. And so, I think that
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we've got to find some other, more efficient, means of distributing
that Universal Service money.

Senator SUNUNU. I know my time is up—would any one of the
other commissioners like to comment on this?

Mr. Copps. I'd like to make a brief comment, if I could. This is
something that the Universal Service Joint Board that Commis-
sioner Tate chairs, and that I'm a member of, is looking at. We’ll
be having an en banc hearing, as she mentioned, soon.

I always worry a little bit about the law of unintended con-
sequences, and what might be involved in this. I think it’s an inter-
esting idea, I agree with what the Chairman says, we have to look
at the sustainability of the Fund. It’s also true that the Commis-
sion looked at this back in the 1990s, and rejected it.

I think some people maybe see it too much as a “silver bullet”
approach, thinking this is going to solve all problems. Some of the
comments that have come in already seem to indicate that there
are some real concerns here. You might have to have a very active
FCC to administer this program. Then, what are the standards
going to be? What happens to carrier of last resort obligations, if
the person who wins the auction is no longer there?

So, we’re going to be looking at all of those things, I know Com-
missioner Tate wants to look at all of those things. Meanwhile,
though, I think our Joint Board has lots of other items that it
needs to report back on, also.

The CHAIRMAN. Thank you very much.

Senator Klobuchar?

Senator KLOBUCHAR. Thank you, Chairman.

Thank you for being here today, Commissioners.

It’s a little known fact is, that before I was elected prosecutor,
I spent 13 years practicing in the telecommunications area. I most-
ly represented competitive carriers getting into the market, and for
the most part, we were on the side of consumer groups, and attor-
ney general’s offices, and I was proud of the results with the rates
going down for consumers in the long-distance and local market.
But it also gave me a sense of the need of strong government regu-
lation, to foster that competition, and to make sure that the inter-
ests of consumers were always paramount.

And, along those lines, I wanted to ask about the “digital divide”
and the need to make sure that we have broadband service
throughout our country.

You know, I always believe that kids that grow up in rural
America, should be able to live in rural America. Yet, in recent re-
ports, we've seen in May of 2006 the GAO reported that 70 percent
more suburban and wurban homes than rural homes have
broadband, roughly 25 percent of rural Minnesota households re-
port connecting to the Internet.

Franklin Deleanor Roosevelt brought us rural electrification, Ei-
senhower brought us the interstate highway system, and I believe
it’s now our job to help deliver fast and fair access to the informa-
tion highway to every American home.

And, I do have some concern with the efforts so far. As you know,
in September 2004, the FCC released its fourth report on the de-
ployment of telecommunications capability. Like the previous three
reports, this report stated that broadband deployment was “reason-
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able and timely.” Two of you—Commissioner Copps, and
Adelstein—dissented from the conclusion that broadband deploy-
ment is going well. You two have talked about the low global rank-
ing of the U.S. in this regard, as you mentioned today, as well as
problems with defining and measuring broadband service. It’'s my
understanding, if there is one customer with broadband in a cer-
tain zip code, say, in a zip code, in say Kandiyohi County, Min-
nesota, that’s one customer, it’s counted as that zip code has
broadband.

And so many questions are along the lines of what Congress and
the FCC can do, if anything, I guess, starting with the two of you,
to help bridge the digital divide, and to make sure that all Ameri-
cans—including those in our rural areas—get this service as soon
as possible?

Mr. ADELSTEIN. Senator, I couldn’t agree with you more. I'm
from next door in South Dakota, and I really think we need to take
a more aggressive approach to broadband since other countries are
leapfrogging us. Customers in these countries get more megabits
for fewer dollars. In the U.S., we have rural areas that are left be-
hind. We use our rural markets as an excuse, but it’s not accept-
able to make that excuse any more. We need to undertake a multi-
pronged approach to make sure that we get broadband deployed ev-
erywhere.

The first step is to acquire better data. The FCC conducts as you
mentioned, just a terrible report that says if one person in a zip
code has broadband, then everybody in the zip code has it. Some
States have done a much better job. For example, Kentucky has
shown that, through a more thorough study, far fewer people have
broadband than our data would indicate.

I think that we need to have a national broadband strategy with
benchmarks, deployment timetables, and measurable thresholds.
The private sector, of course, is going to be the primary engine of
deployment, but I think we need to create incentives for invest-
ment, and create healthier competition.

As you know, there’s nothing like competition to drive
broadband. One of the best ways to do so is through wireless de-
ployment. We are making more spectrum available through our up-
coming 700 MHz auction. We need to make sure that the license
blocks for that auction are made available in such a way that real
competition can result. We want small and local community-based
providers to get access to that spectrum. We also need to commit
to broadband connectivity through the Universal Service Fund. It
is clear to me that Congress envisioned that Universal Service
would be an evolving standard. Section 254 of the Act actually
mentions “advanced services” five times. The FCC has the author-
ity now to move towards a broadband system, and use the existing
Universal Service system to really build a nationwide broadband
network.

Senator KLOBUCHAR. Mr. Copps?

Mr. Copps. I'm so happy that you brought the subject of the “dig-
ital divide” up, because it doesn’t get as much discussion as it for-
merly did.

I am really worried that we could go into the 21st century and
have a bigger digital divide in this country, between urban and
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rural America, between rich and poor America, even with all of
these wonderful technology services, than we had back in the days
of plain old telephone service in the 20th Century.

We cannot allow that to happen, and this just isn’t about feel-
good liberal theory, or something like that. We're talking about the
competitiveness of the United States of America. If we don’t get
that broadband out everywhere, yes, it’s the young kid out there,
maybe he has no access to broadband or dial-up—I wouldn’t want
my kids competing against the kid in the city, or the kid in Japan
or Western Europe who really has advanced speed—but it’s got a
business application, too. Suppose youre trying to start a small
business out in Missouri or Minnesota, or South Dakota—any-
where in rural America. And you don’t have access to high-speed
service, and all of your competitors do. This is costing our country
b}lli};)ns and billions of dollars, right now. I'm absolutely convinced
of that.

And just to put this in perspective? Somebody told me something
the other day—if you want to download a movie on the Internet in
Japan where 50 megabits is common and you can download that
movie in 4 minutes. Four minutes. If you want to download that
movie in the United States at what we call broadband, 200 kilobits,
up and down, do you know how long it would take? Seventeen and
a half hours. So, this has real-world application.

Senator KLOBUCHAR. Well, thank you, I think my time is up.
Hopefully, in the future we can talk again. Despite my newness to
the Committee, I might be able to match you with knowing tele-
communications acronyms. Thank you.

Senator STEVENS. Mr. Chairman, can I interrupt? I've got to go
to another meeting, but I do want to indicate that we, the Chair-
man and I, will introduce that sunshine bill again. I do think we
should have greater dialogue between those on this committee and
the full FCC, as we try to go into this new era. There are lots of
things we could do to foul up your system if we’re not careful. I
think there needs to be greater communications between you and
between us.

Thank you, Mr. Chairman.

The CHAIRMAN. Senator Lautenberg?

Senator LAUTENBERG. Mr. Martin, one of the things that troubles
us in my state of New Jersey, is that we have one commercial VHF
station, it’'s WWOR, Channel 9. It calls itself, “My Nine New York.”
And in September, you told me that as we reviewed WWOR’s re-
newal application, we will review its service obligations to northern
New Jersey.

Now, in terms of staffing and local news coverage, what can you
tell?me about how the FCC will analyze the problems for New Jer-
sey?

Mr. MARTIN. Well, as you know, WWOR has some special obliga-
tions, because of the concern that people in New Jersey have
raised. So the Commission has placed some unique obligations on
that station saying they’ve got to demonstrate that they are actu-
ally serving the interests of northern New Jersey.

Senator LAUTENBERG. How do you measure that?

Mr. MARTIN. Well, we will measure that in the license renewal
process. Their application for renewal is due today. We’ll have to
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see how much service they have provided, specifically to northern
New Jersey about northern New Jersey issues, separate and apart
from providing service in general. That’s one of their unique obliga-
tions. Unlike other broadcasters, where they have this particular
obligation to demonstrate that they are covering the issues of con-
cern to people in that area. They’ll have to demonstrate that they
are doing that.

Senator LAUTENBERG. Forgive me, but in order to move the proc-
ess.

Mr. MARTIN. Sure.

Senator LAUTENBERG. Can the FCC make these provisions ex-
plicit to the license renewal in New Jersey?

Mr. MARTIN. Yes, and actually, we've said that in the past, both
in my letters back and forth with you, and Chairman Powell also
indicated that’s exactly the framework that we would use in re-
viewing their license renewal.

Senator LAUTENBERG. Then FCC Chairman Powell said it would
be useful and began a review of localism to advise the Commission
on steps it can take, and if warranted, make legislative rec-
ommendations to Congress, which strengthen localism in broad-
cast. Now, what kind of regulatory and legislative changes might
the FCC consider in order to accomplish this broader exposure to
local needs?

Mr. MARTIN. To local news?

Senator LAUTENBERG. Localism.

Mr. MARTIN. Oh, localism. Well, you know, the Commission
hasn’t finished undergoing its localism review, that’s what we'’re
going to be doing. The Commission did not complete that, as you
said, Chairman Powell

Senator LAUTENBERG. But, it started in 2003.

Mr. MARTIN. It started it. It started and then that localism re-
view was dropped and not completed. Indeed the final hearings
were never held. I've committed that the Commission will go back
and finish. We've got two localism hearings that we need to com-
plete, one of which we’ve committed to do in Maine, and we’ve been
working on trying to complete it along with the other media owner-
ship hearings that we’ve committed to hold. And after those hear-
ings are done, then we will put forth a report that says what we’ve
found, including concerns that were raised and any recommenda-
tions that we could make on improving——

Senator LAUTENBERG. I know the intent is there, but since 2003
the pledge was made to do that. What do we have to do now to give
us a date certain that this will be done? Is there a specific time-
table for this?

Mr. MARTIN. We started the ownership hearings last fall. We had
two last fall, and frankly since I've become Chairman, I think I've
worked hard, to make sure we attend all of the hearings

Senator LAUTENBERG. I hear you've started, it’s the finish I'm in-
terested in.

Mr. MARTIN. I think that we should be trying to do hearings on
a timeframe of about one every other month. I think that we’ve got
about six hearings that we need to try to do this year, when you
include the four remaining media ownership hearings, and the two
on localism. And I think that means that we’ve got to be doing one




43

about every other month this year. And so we want to complete
those hearings this year, which would put us in the position to be
making reports to Congress on localism——

Senator LAUTENBERG. Mr. Copps, you look like you’re anxious to
answer.

Mr. Copps. I am, I appreciate that. I'll try to be brief, but I think
there’s three areas. Number one, we have to really tackle this con-
solidation issue, and it’s not just about beating back harmful new
rules, but it’s revisiting some of the old rules that have got us in
this mess in the first place.

Specifically, you talked about the explicit expectations, localism.
We don’t have a viable license renewal procedure at the Federal
Communications Commission anymore. It used to be, back in the
sixties and the seventies, a broadcaster had to come in every 3
years, and we had a list of 12 or 14 rather explicit guidelines, and
we would make the determination if they were going to get their
license renewed, that they were actually doing it. Were they going
out and talking to members of the community? This was one ques-
tion. We used to require that when the broadcaster lived in the
town that he served. When he went to the barbershop and the
church and the bakery. Now, he may live 3,000 miles away. Do we
still require that? No, we don’t require that.

And then, other than getting a good license renewal where the
Commission affirmatively responds—not once every 8 years to a
postcard—but once every 3 years or 5 years, and based on some
specific obligations. And then we have to really get serious about
determining what those public interest obligations are going to be.
We're going into the digital age now, we’re giving broadcasters the
right to use that spectrum to broadcast six—or if you have a duop-
oly—twelve program streams in a community. And we’ve done good
on the mechanics of that, but the big question is, what do the
American people have the right to expect from that? Can’t they get
more community affairs? Local affairs? And the things you’re talk-
ing about?

Senator LAUTENBERG. Mr. Chairman, can we revert back to a
more thorough system in terms of these license applications and
the obligations they have for service for the community?

Mr. MARTIN. Well I'm hesitant to actually put specific require-
ments on the type of programming that broadcasters have to put
on. There have been several proposals that have been put forth, for
example, that we should require individual broadcasters to provide
free air time, make a specific amount of free airtime available to
political candidates. There have been those that have come forward
repeatedly, in the context of the digital transition, saying we
should make television broadcasters provide free air time to polit-
ical candidates. I'm hesitant to say that we should require broad-
casters to provide free air time.

I do think that we can do more in gathering information though.
I actually have been supportive of saying that we should increase
the reporting requirements

Senator LAUTENBERG. Chairman, forgive me, I don’t want to ex-
tend my time too far.
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But, we have a problem here, obviously. And I would simply
ask—do you have the people and the resources to do these things,
if we get more thorough and more detailed about this? Yes or no?

Mr. MARTIN. Yes.

Senator LAUTENBERG. Then, let’s do it.

Thank you very much, Mr. Chairman.

The CHAIRMAN. Thank you.

Senator Dorgan?

STATEMENT OF HON. BYRON L. DORGAN,
U.S. SENATOR FROM NORTH DAKOTA

Senator DORGAN. Mr. Chairman, this is one of the most impor-
tant hearings we will have, and there’s barely time to scratch the
surface in 5 minutes. And I understand your point, we have three
votes starting soon.

But, I want to simply mention three things, and then ask a ques-
tion. Number one, I heard a lot about free markets. I love the free
market, but the fact is more concentration means less competition,
and then these markets are less free than they should be. And this
Commission is about regulation, regulators. I always worry a little
when I hear regulators shy away from regulation talk. The market,
from time to time, needs a referee—it’s the job of the FCC, in my
judgment.

Second, spectacular failure on the last opportunity to do media
ownership rules, a spectacular failure. The Commission decided
that in the largest cities in the country it was okay to have one
owner own eight radio stations, three television stations, the domi-
nant newspaper, and the cable system. That was a spectacular fail-
ure. And Senator Lott and I led the fight in the Senate, and we
did a rule veto by the majority of the Senate. And I don’t see how
you can do ownership issues again before you finish localism. You
shouldn’t even start ownership issues until you've finished the lo-
calism proceeding, that’s the second part.

Third part—in a city with six radio stations all owned by the
same company, when owned by local folks, having at least three
news men and women gathering news for that community, and
then when purchased by one company, thousands of miles away,
they go from three news people to one newsperson, I'm wondering
how that relates to the issue of localism and public interest? And,
I'm wondering whether there’s any attention to those issues at the
Federal Communications Commission?

Now, having said all of those things, let me ask you about the
issue of public interest standards. It seems to me the public inter-
est standards have been nearly completely emasculated, and I'm
hoping that you will start a notice of proposed rulemaking on pub-
lic interest standards. I would ask, Mr. Chairman, would you in-
tend to do that? And I would ask others—I can’t have all five of
you answer—Mr. Chairman, would you be interested, and would
you be willing to start a notice of proposed rulemaking on public
interest standards? And do you think it’s necessary?

Mr. MARTIN. I'm never afraid of starting any kind of a pro-
ceeding, so that if people want to end up have a notice of proposed
rulemaking on public interest standards, and they think that’s im-
portant, I'm never opposed to starting any kind of proceeding.
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Senator DORGAN. Do you think there’s a need for additional pub-
lic interest standards?

Mr. MARTIN. I'm not convinced, yet, that we need to have the
kind of requirements that some people put forth when they say
that. Some people have urged us to adopt specific requirements
about explicit kinds of programming that we should be expecting
of our programmers—that they would have an obligation to put on
certain kinds of programming. I'm hesitant.

I do think it’s important, and I have been supportive, of adopting
more explicit reporting requirements. Because the broadcasters are
claiming that they are already doing a lot of these kinds of public
interest programming, and I've said, if they are, then they
shouldn’t be opposed to reporting it. Which, I think, is different
from mandating it. So I'm supportive of—and have been—of report-
ing requirements.

Senator DORGAN. You're talking about programming, I hate to in-
terrupt—you’re talking about programming. Let me ask you about
the six stations that go from three news people to one, because one
owner bought all six of them. Is that in the public interest?

Mr. MARTIN. I wasn’t just talking about programming, I was
talking about the reporting requirements on what kind of—what
are they doing on these localism issues, including on the local news
that they’re providing. I'm willing to do that reporting, but I'm
hesitant about adopting explicit requirements on what program-
ming they should put on.

Senator DORGAN. Let me say that I think it is urgent that this
Commission sink their teeth into the issue of pubic interest stand-
ards sooner rather than later, and I hope you will do that.

Let—I will ask someone else to comment in a moment, but let
me also get to net neutrality, or what I call Internet freedom and
the issue of non-discrimination.

If the description of the Federal Communications Commission is
to decide that the Internet issue does not related to non-discrimina-
tion rules because of the common carrier judgment that’s been
made—if you eliminate the non-discrimination requirement, does
that mean you favor discrimination? And if not, then how do you
make certain that there is no discrimination, by eliminating the
standard?

Mr. Chairman Martin, would you answer that? Then I'm going
to ask Mr. Copps to answer it.

Mr. MARTIN. Sure. I think that there’s been a lot of emphasis
placed upon a non-discrimination requirement, and I think it’s im-
portant to talk about what we mean by “non-discrimination.” Tra-
ditionally, by non-discrimination the Commission has meant that if
you offer a service to one, you have to offer that same service to
all. So that if I am a carrier and I offer a deal to Dr. Copps, then
I have to offer the same deal on the same terms and conditions to
Jonathan Adelstein. And I think that there’s some benefit in that
approach and I've talked about how that that kind of an approach
might be important. And I actually proposed that that is how we
address non-discrimination in the context of the recent mergers.

What others have put forth is a requirement that prohibits any
carrier that owns an underlying infrastructure from charging any
content provider. That’s what they mean by non-discrimination.
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And T've said that I'm concerned about that approach because it
could actually deter some investment in underlying infrastructure.

So, when you say, am I in favor of a non-discrimination require-
ment, it depends on exactly what non-discrimination means.

Senator DORGAN. Might I ask Mr. Copps and Mr. Adelstein to
comment on the issue of a notice of proposed rulemaking on the
public interest standards, and also non-discrimination?

Mr. Copps. I share your sense of urgency on the public interest
standards. We ought to—for example—be looking at licensing. We
ought to put that out for comment, and let’s get serious on re-li-
censing. We ought to complete the proceedings that have already
begun. We have had, since 1999, a pending proceeding on the pub-
lic interest obligations of DTV broadcasters. And, we’ve done the
children’s programming out of that, but all of the other things are
lying fallow. So, we really need to tee that up and get done with
it.

So, I absolutely share your sense of urgency. There is no higher
priority, I think, that the Commission has.

Mr. ADELSTEIN. I agree with Commissioner Copps with respect
to our open proceeding. The proceeding has been pending since
1999, and we still have not adopted a Notice of Proposed Rule-
making. On radio, we have an item pending before us in which we
are trying to get a Notice of Proposed Rulemaking just to ask the
question on applying any additional public interest obligations to
broadcasters as they get additional spectrum to broadcast on the
radio. We want to know if, with additional spectrum, and the op-
portunity to take one channel and turn it into three or four chan-
nels, are there any public interest obligations that should be pro-
posed? So far, we don’t have a majority to support a Notice of Pro-
posed Rulemaking, even to ask the question: “Should we do a
rule?”

So, I think it’s urgent. With regard to non-discrimination on the
Internet, I'm not aware of any current FCC rule that prevents dis-
crimination of Internet content, services or applications. In fact, the
FCC has ruled that the longstanding non-discrimination safeguards
under Title II, no longer apply to broadband services, which I
think, underscores the need for us to address this issue.

Senator DORGAN. Mr. Chairman, telecommunications is such a
significant part of our challenge in this Congress, and because we
are really only scratching the surface and being able to super-
ficially question here, and we have three votes, I understand all
that.

I'm wondering if, at least, we could have a discussion at some
point of finding another venue or another time or some other cir-
cumstance in which we can continue this discussion. I think it
would be helpful for the Commission, I know it would be enor-
mously helpful for this Congress, and

The CHAIRMAN. I can assure you, it’s now under progress.

Senator DORGAN. Thank you, Mr. Chairman.

The CHAIRMAN. Senator Boxer?
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STATEMENT OF HON. BARBARA BOXER,
U.S. SENATOR FROM CALIFORNIA

Senator BOXER. Thank you so much, Mr. Chairman. I would like
to associate myself with the comments of Senator Dorgan. You
know, the sense of urgency that he brings, I share.

I don’t know if I could be as articulate as he’s been, but I'm going
to focus in on the issue of localism.

It’s been almost 2 years since we last had the full panel of com-
missioners here to discuss the FCC’s work in regulating interstate
communications and implementing the laws Congress has passed,
so I want to welcome you all back.

And I just want to say this as straight from the heart as I can,
because I see your responsibility as protecting the public interest,
period. Period. That’s what you’re supposed to do. And I hope that
before you make any decisions, that that’s what runs through your
mind. It’s certainly what I try to do every time an issue comes be-
fore me, because that’s why I was elected.

And so, when a big business comes to me with an issue—they
often do—I always say to them, “I understand your position from
your pocketbook, but how does that serve the public interest?” And
if they convince me it does, I'm willing to listen.

Now, I think communication companies sometimes forget they’re
not the owners of the spectrum, that they have obligations to the
public. And it’s your duty to ensure that the public is protected.

Senator BOXER. I thank you very much.

And, I want to talk to you, Chairman Martin, and then ask oth-
ers—it was only 4 months ago that you sat before the Committee
during your confirmation hearing, although it seems like longer—
as I'm sure you remember, I presented you with a copy of a news
media localism study prepared by the FCC staff at taxpayer ex-
pense, that was shoved in a drawer, because its conclusions appar-
ently ran counter to some interests who want to allow more media
consolidation, and who believe that such consolidation leads to
more—not less—local news, at least that’s what they say.

I was further troubled when I learned of the suppression of a sec-
ond FCC study—this one related to radio stations—only days later.
You and I talked about it, publicly, privately. And as a result of
this, I—along with Senators Dorgan and Wyden—called for the In-
spector General to investigate the suppression of these studies. And
I'm anxiously awaiting this report that’s due in the spring.

Now, I had hoped that the revelation of these suppressed studies
would have led to greater transparency and openness at the FCC.
Unfortunately, published news reports, and even comments by
some of the commissioners here today indicate that a culture of se-
crecy is still pervasive at the FCC.

It is sadly ironic, that an agency dedicated to promoting free and
open communications would operate in the dark.

For example, the Associated Press recently published a story
about the investigation of the suppressed media ownership studies.
According to the AP report, the Inspector General has not inter-
viewed two key witnesses, and I trust he will do so before he com-
pletes his report, and I really think this is important.

Also, it’s reported that during a Bar Association dinner recently,
Chairman Martin, you joked that the “KGB-like atmosphere over
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at the FCC grows on the staff.” This is your words, “the KGB-like
atmosphere.” Now, I do believe that many times truth is often said
in jest. So, Chairman Martin, for the sake of the staff and the pub-
lic, I hope we’re going to see some changes that are long overdue.

Now, Chairman Martin, I know you can’t comment on the ongo-
ing Inspector General investigation. But when these two reports
came to light you told me, and I quote, “I want to assure you that
I, too, am concerned about what happened to these two draft re-
ports.” So, I'm asking you—after learning of the suppressed stud-
ies—did you perform your own internal investigation to determine
why these studies were not disclosed? Why they were shoved in the
drawer? Who shoved them in the drawer? Did you do anything in-
ternally?

Mr. MARTIN. Yes.

Senator BOXER. What did you do?

Mr. MARTIN. First, I just wanted to clarify one thing you said
that I said recently, the statement about the “KGB-like atmos-
phere,” that was actually over 18 months ago. But I did joke about
that at the FCBA dinner.

Senator BOXER. Well, let it stand, that you did say that, “the
KGB-like atmosphere” and everybody knows what the “KGB-like
atmosphere” is, if you want to go into it, you know?

Mr. MARTIN. I did, at the FCC Chairman’s dinner.

Senator BOXER. It’s kind of a sick thing to say, but that’s your
choice of joke.

Mr. MARTIN. It was in jest in talking about the Complaints—
about the fact—that I had been too, actually, hands-on and control-
ling of the Commission’s policies, versus the staff. But, I don’t
think it was meant in terms of suppressing the study.

And the reason I wanted to clarify when, is because it was done
prior to any of the issues that you raised.

Senator BOXER. I know, but it gets to an atmosphere. An atmos-
phere over there, I'm trying to get to that.

But, if you could just tell me, what exactly did you do?

Mr. MARTIN. I know, sure.

Senator BOXER. After we spoke, and you said, “I'm going to get
to the bottom of this.” What have you done? Because I haven’t
heard of anything that you've done. Tell me.

Mr. MARTIN. I'm sorry, but the very first thing that we did is—
and I promised you that I would—was make sure that I uncovered
any other studies that anybody had claimed they had done but that
had not been released to the public. So, I had every bureau chief
in the agency go forward and say to all of the staff members who
had worked on anything related to media ownership or localism to
provide copies of anything they had done that they thought was a
study that had not been provided. We then made copies of all of
that, I shared that with all of the commissioners. Our general
counsel’s office had gone through them and identified that there
were a few that were emails, that weren’t even studies, and we
provided copies of all of those to Congress, to the committees, in-
cluding the ones that the General Counsel’s office didn’t want to be
released to the public, because they were emails, and then we re-
leased all of that to the public and put it——
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Senator BOXER. Well, I have just one more question, and Mr.
Chairman, my time is up, but I want to follow up—it’s my under-
standing that, in fact, you did look back, that the FCC has with-
held 1400 pages. Why have these pages been withheld? And I
would like to ask, after you answer, Commissioner Adelstein and
Copps to respond.

Mr. MARTIN. In relation to the request that I made, after your
inquiry at my confirmation hearing, that everything anybody had
ever done in relation to any studies that had been produced relat-
ing to media ownership (or any concerns they had) to provide them,
we've provided all of them to Congress already.

There was a separate FOIA request——

Senator BOXER. Right.

Mr. MARTIN. That was made by some outside groups that asked
for things that were much beyond the other studies, including
other, all, any information, anything the Commission had on own-
ership. This involved emails, documents, draft documents that
hadn’t been produced. That was handled by the General Counsel’s
office, as all FOIAs are, where they say that there’s deliberative
privileges that the Commission has about internal documents and
internal drafts before they’re released.

But, anything that anybody has produced that was any kind of
study——

Senator BoxER. OK, OK, OK. I want to get to this 1,400 pages,
though.

Mr. MARTIN. The 1,400 pages, many documents were produced in
that FOIA production, but it was a standard FOIA production that
the Commission always

Senator BOXER. OK, I just want to ask the commissioners if they
agree, Commissioners Copps and Adelstein, if they know about the
1,400 pages? And if you agree with that, because it’s important to
me. If you do, that would be one thing, if you don’t, it would be
another.

Mr. Copps. I have heard about the 1,400 pages, I have not seen
the 1,400 pages, and I don’t know what they contain. I think Chair-
man Martin is correct in what he just said about his sharing the
information and trying to uncover additional studies.

The final comment I would make is that research that took place
under the previous regime—not only what was suppressed, but the
studies that were done which weren’t very good—really puts the
onus on us now, to make sure that our new studies are done really
well. That they’re peer-reviewed, and that they’re put out for public
comment at the end of the day. Because this is terribly important
decision-making that we’re dealing with, it’s the whole future of
our media, and before we vote next time, I want to make sure that
we have the benefit of a lot better

Senator BOXER. Right. Well, I appreciate your—but you haven’t
seen the 1,400—the reason I raise it is, I'm a believer in openness.
And when an outside group—theyre paying the taxes that pay all
of our salaries. It think, unless it’s national security, they have a
right to see it. I just wondered—Commissioner Adelstein, if you
had anything to add? Do you know anything more about the 1,400
pages?
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Mr. ADELSTEIN. Well, I agree that we should always err on the
side of disclosure. Openness is preferred, particularly in an area of
such concern to the public. I have been concerned with the way
that the studies were commissioned. I did not have any input into
how they were structured, or who was selected to do the studies.
I think it is very important now that the studies be done correctly,
and that there be adequate peer review. Going forward we really
need to have an open process and a process that tries to get to the
truth.

Senator BOXER. Thank you.

The CHAIRMAN. Senator Smith?

STATEMENT OF HON. GORDON H. SMITH,
U.S. SENATOR FROM OREGON

Senator SMITH. Chairman Martin and Commissioner Copps, as I
try to understand this emerging public interest standard that we
may be working on and that you may be working on, I want to ask
you two, briefly, does that mean content or does that mean owner-
ship, or both?

Mr. MARTIN. I think when you’re talking about the public inter-
est standards that apply in the context of the public interest broad-
casting, we’ve tried to look at trying to foster both competition and
diversity. And in the context of having diversity, we would mean
viewpoint, which would involve content. But, we've tried to make
sure that there’s an emphasis on both competition and diversity, so
I think in that sense, it’'s ownership and content.

Senator SMITH. Mr. Copps?

Mr. Copps. I would agree that it’s ownership and it’s content.
And obviously, when you say content, that’s kind of a charged
term, because it’s not our business to regulate content, but is it
really regulating content if—at re-license time—you say, “Have you
teed up programs that are of interest to minority communities
here?” or, “Have you afforded an opportunity for the clash of an-
tagonistic opinions on public issues?” So, were not regulating
what’s said, or what the specific content is, but you’re making sure
the kind of content the American people need to see and hear is
coming on the American people’s airwaves.

Senator SMITH. I regularly listen to talk radio when I drive to
and from work. And I hear my colleagues regularly excoriated on
them from the right and the left. Just a hypothetical, I recently—
for a Republican—took an unusual position on the war in Iraq. I
was driving home and I heard a conservative commentator taking
my hide off, and I thought, “Well, I'll switch to a liberal station and
see what they say,” and they just said, “He’s just doing that for pol-
itics.” I don’t think either of those views are in the public interest,
but they have the right to say that. So, I'm really troubled as we
get into this, you know, one was owned by a conservative man or
corporation, and one was owned by a very liberal organization. And
I just want to say, that as you get into content, it really does trou-
ble me, because they have the right to say what they say, as I have
the right to say what I say, and let the public decide.

Mr. Copps. But maybe the answer there was let a thousand flow-
ers blossom, and let’s have diversity of ownership and let’s have a
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number of people who have various viewpoints that would reflect
what you’re talking about more accurately.

Senator SMITH. Well, you know, and one of the concerns that I
have, living in a very rural part of Oregon, is that media outlets
struggle to make any money, or to survive, and they often get gob-
bled up by bigger companies, just as a matter of pure economics.
Does that enter into this decision of the public interest?

Mr. MARTIN. Sure. I think it’s critical that we make sure that as
the technologies are changing and there’s increasing competition
and pressure from an economic standpoint, we want to make sure
that some of the smaller ones are able to survive as well. And
that’s one of the balances that we try to find in how our ownership
rules should work. And we have also been trying to move forward
in making sure that our rules don’t inadvertently suppress the op-
portunity to put forth different viewpoints as well. That was one
of the justifications previously when the Commission eliminated,
for example, its Fairness Doctrine—when it used to say, if you put
one particular view out, you had to put the other out. The Commis-
sion eliminated that rule, in part, to try to foster an environment
in which people were being more willing to put out their views, on
radio, for example.

Senator SMITH. Well, 'm glad to hear you say that economics is
a factor in the public interest. Because if a rural area has all of
their media go broke because they don’t have any advertising to
sell, it doesn’t much serve the public interest. And sometimes they
don’t have a choice.

But my other question—and I apologize—this is the third com-
mittee meeting I've had to be to this morning, according to my
staff, this is a particularly important one, and I grant that, I know
people have been waiting a long time to be in here for this.

But Chairman Martin, one of the concerns that I have as a rural
Oregonian and some of my other colleagues have spoken to this in
rural states, is simply broadband deployment. I know you've prob-
ably already plowed this field, but for my sake, I wonder if you can
speak to really specific things that you’re doing, or specific exam-
ples of how we could help you to increase broadband penetration,
increase broadband speeds, to lower consumer pricing for
broadband, and to promote deployment in rural areas. Because, I
think as I heard Commissioner Copps say when I came in, you
know, we’re losing a lot of money because it isn’t deployed. What
specific things can we do, that we can get through this Congress.
This committee operates on a fairly bipartisan basis—at least on
most issues, not net neutrality, apparently, but on many issues we
do. What can you tell me to be for in this Congress to make
progress on deployment? Because, according to the OECD, we're
12th among nations, right in the middle.

Mr. MARTIN. Well, I think there are some things the Commission
has done, but there are some things that Congress could end up
doing to further help with broadband deployment. The Commission
has certainly tried to remove regulatory barriers and encourage
competition among companies. That’s the most important thing
that we can try to do to foster further broadband deployment. And,
we've also tried to remove barriers to getting into the video serv-
ices, for additional video competition. One of the things that is im-
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portant to remember is that as this broadband infrastructure is de-
ployed, one important avenue to recoup the significant financial re-
sources would be to offer video services as well. That’s the reason
why trying to lower the barriers to providing video alternatives was
critical—not only for increasing video competition, but for
broadband deployment.

Congress last year had legislation that lowered those barriers to
allow other companies to provide video service, and I think that
would be important for broadband. What Congress can do in this
area is more, is beyond what the Commission can do. We have limi-
tations on our current authority for franchising reform. I think
we’ve done what we can, but I think that Congress could do more
in that regard.

The Commission also needs to make sure that, in terms of wire-
less services, we are auctioning off smaller wireless areas, to make
sure that rural areas are getting the kind of attention they deserve.
And we need to have stronger build-out requirements on the wire-
less side. I think that will help on the wireless front. And on the
wire line front, I think we can try to facilitate further video deploy-
ment. That would be important.

Senator SMITH. Anybody else have a comment?

Mr. ADELSTEIN. Well, in terms of competition, I am not so sure
there is a lot of it in rural areas. I am not sure there are a lot of
these big companies that are itching to deploy video services or put
something like FIOS into Bend, Oregon.

Senator SMITH. That’s why maybe the free market—as good as
it is—may not help rural folks.

Mr. ADELSTEIN. Right, that’s why this Committee has been so ef-
fective over the years in implementing Universal Service and di-
recting the FCC to make sure that Universal Service has an evolv-
ing definition, which evolves to cover advanced services at the ap-
propriate time. I think it’s not a question of if it evolves to ad-
vanced services, but when. That is likely to happen very, very soon.

We need to think about how we evolve our Universal Service Pro-
gram as voice becomes just one application over a broadband net-
work. We need to find the will to have Universal Service broadly
supported through all of the different connections that feed into the
system, and we need to make sure that the program is as ubig-
uitous as possible, particularly in rural areas. I think broadband
deployment in rural America is critical to future economic develop-
ment, and to the ability of people to stay and learn and thrive in
rural parts of Oregon, and around the country.

Senator SMITH. Well, thank you, gentlemen.

Mr. Chairman, I think my time is up, but let me just say, I
would love at some point in the near future to visit with you all.
One of the issues I've struggled mightily over is net neutrality as
it affects this issue. And how it affects deployment. And I would
love to get your views. I have a feeling that maybe the fears on
both sides of that issue may be overstated, and I keep looking for
some common sense ground that we can find some way to under-
stand the values that are in competition here.

The CHAIRMAN. I can assure you that we will have those meet-
ings.

Senator Rockefeller?
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STATEMENT OF HON. JOHN D. ROCKEFELLER 1V,
U.S. SENATOR FROM WEST VIRGINIA

Senator ROCKEFELLER. Thank you, Mr. Chairman. I want to pick
up on a previous point, and that is the public interest test. Because
it’s my view that the FCC over the years has kind of wandered
away from concern about that, and particularly cable and satellite
television really can have anything they want, FCC has been really
friendly to them. And I find that regrettable. I think television is
in the worst state that I've ever seen it—commercial television is
in the worst state that I've ever seen it. I barely watch it, I hope
my children don’t. They couldn’t when they were growing up. You
know about my indecency and my violence bill, you may or may not
lillge it, I like it, and I've introduced it and we’ll have more to talk
about.

But on this business of public interest, I mean, they—commercial
broadcasters do, after all, use what belongs to the American people,
for free. So, we used to have a test when the renewal came up, and
14 different points, which I won’t go into, were asked. They were
very, very pertinent. As Commissioner Copps has said, now it’s
very different, and the process of renewal is so pro forma that it’s
known as “postcard renewal” that’s the term of art. It just sort of,
boom, you have it.

So broadcasters are given, commercial, that is, access to the pub-
lic airwaves, it’s for free, and in return, I think, I have a very
strong feeling that they have to live up to their obligations. And I
think that’s going to be the change of this last election, there’s gong
to be a lot more attention on the Federal Communications Commis-
sion and what they are and are not doing about critical areas in
broadcasting.

I don’t really believe, as I've said, that the FCC is conducting ap-
propriate oversight of the public interest obligations of commercial
broadcasters. Again, in an effort to minimize government regula-
tion, the FCC has so reduced the commercial broadcast renewal li-
cense that I believe the agency has, in effect, abandoned its core
responsibility to the public interest. That’s a pretty strong thing to
say, and I say it without any hesitation whatsoever.

We live in such complicated times, people have to know what’s
going on. Nobody watches news anymore because there really isn’t
any news. Cable is just, who can kill who quicker, verbally. Junk,
sex, scandals—it’s just totally different than when I grew up, so is
America.

Can I allow for that? No, I don’t have to on something which is
publicly owned, and call broadcasting.

And I also want to point out, and I won’t cite the statistics, you
all know them, but they—and some people criticize this group, but
I don’t, because nobody’s challenged their statistics—Parents Tele-
vision Council—167 percent increase in violence since 1998, prime
time slots. ABC, a 309 percent in violent content overall, since
1998. For each hour of prime time, CBS has the highest percentage
of deaths depicted at various levels, and that’s gone up by 68 per-
cent.

Now, the commercial broadcasters love to talk about their vol-
untary efforts, they raise money—actually they didn’t raise money,
they just took a little less advertising—and said, “Well, we’ll get
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people to do this voluntarily.” Chairman Martin, can you honestly
say to me that you think that is working, or could work?

Mr. MARTIN. Their self-regulation implementation they’re pro-
posing, you’re talking about?

Senator ROCKEFELLER. Correct.

Mr. MARTIN. No. I've continued to say that I think that there’s
a lot of problems with the content that’s on not only on broadcast,
but on cable television as well. And I think that a lot of these edu-
cation efforts that they’ve funded have been insufficient to fully ad-
dress those issues.

Senator ROCKEFELLER. Mr. Copps?

Mr. Copps. I think any voluntary codes that survive in this day
and age are a pale and shallow representation of what the industry
used to have.

You know, from the 1920s to the 1980s for radio, and from the
fifties to the eighties for television, we had voluntary codes of
broadcaster conduct, and broadcasters subscribed to them. It may
not have been a golden age, but it was a serious effort at self-dis-
cipline. And I've been begging them to get back to meaningful, vol-
untary codes, and it seems to me that would be the best way for
them to go, if they wanted to avoid some of the more stringent ac-
tions you are talking about. So, that’s my reaction on that.

On the previous subject, how did we get away from these public
interest obligations? You're right, your statement was strong, but
I agree with it. We had a Chairman of the FCC one time that made
a strong statement. His wasn’t right, it was wrong. He said, “tele-
vision is a toaster with pictures.” And that’s how we started treat-
ing the people’s airwaves and the television. And then we sit
around and wonder what happened to the public interest obliga-
tions that began to disappear in the eighties, and that process
hasn’t abated.

Senator ROCKEFELLER. I have four more questions to ask, I'll
submit them by writing, because I don’t want to get in the way of
Claire McCaskill.

The CHAIRMAN. Thank you very much.

Senator McCaskill.

Senator MCCASKILL. Thank you, thank you, Mr. Chairman.

First, a simple question for Chairman Martin. Will you issue new
media ownership rules without seeking comment on regulatory lan-
guage?

Mr. MARTIN. I'm sorry, what was that?

Senator MCCASKILL. Your new media ownership rules, that
you've announced. That you’ve announced that you're going to be
changing.

Mr. MARTIN. Yes.

Senator MCCASKILL. Will you issue those without seeking com-
ment on the regulatory language?

Mr. MARTIN. Well, we haven’t announced any of the new rules,
what we've started is the proceeding.

Senator MCCASKILL. Right.

Mr. MARTIN. And we’ve actually already sought comment on the
proceeding. So, we’ve begun the——

Senator MCCASKILL. But what——
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Mr. MARTIN. We've begun the process of saying, “Should we
make any changes to the rules?” And indeed, the courts have actu-
ally instructed us that we have to make some changes to the rules.

Senator McCASKILL. Correct. But, my question is, as this process
goes along, will you be seeking comment on the regulatory lan-
guage that you may propose?

Mr. MARTIN. We already are, seeking comment on how we should
be reforming those rules. The Commission doesn’t always—and
some have proposed—that we should actually seek, again, comment
on the specific rule before we adopt it, somehow release it to the
public so that people can see what that is.

Senator MCCASKILL. That’s my question.

Mr. MARTIN. Right. And since we’ve just begun the process, I
don’t even know what we would change. I don’t think I can commit
to how we will undergo that process. And I don’t think—and until
we get further along, I'll know if we’re going to make any changes.
I'm not sure that I can comment on what we’re going to do going
forward.

Senator MCCASKILL. Commissioner Copps?

Mr. CoppPs. You can count me as one of those who so propose,
and I understand that in all cases, we don’t put out the final pro-
posed rule for public comment, but this is so profound, and so im-
portant, and involves the whole future of our radio, and our tele-
vision, and our media, that I think it’s absolutely imperative that
we put it out before the final vote is called.

Senator MCCASKILL. I agree with you—yes, Commissioner
Adelstein?

Mr. ADELSTEIN. I also agree. I think the public has the right to
see the rules before they are finalized. All the Commission has re-
leased to date is a broad, general statement of: “What do you think
of our media ownership rules?” But the public has no idea what we
are actually going to do. If we decide to make changes, I think the
public has a right to see them before we finalize them, not after
we do so.

Senator MCCASKILL. I agree. I think this is incredibly important.
What you’re embarking upon, as it relates to the future of broad-
casting, and I think it’s incredibly important, that before any rules
are adopted that there is public comment on the rules that are
being proposed. And I wanted to speak to that first.

I also wanted to ask, I was interested in the process of the merg-
er decisions, and I know that you all were stalled at a 2-2 tie, and
Commissioner McDowell, you had recused yourself because of po-
tential appearance of conflict because of your previous job.

And then, when it got to a stalemate, there was actually an opin-
ion by your counsel, that at that point, had you wanted to weigh
in on the decision, you could have. That the counsel said you
weren’t barred. I found that ironic that you would have been origi-
nally recused, and then, when it was really close and tied, we're
going to say that you can come on back in now and make a deci-
sion.

I appreciate the decision you made, in terms of not participating
because you did not have enough confidence in the opinion, that it
was clear. I guess my question to the panel is, do you need an Act,
a law, to clarify the situation in those instances, so that there
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aren’t future commissioners that are faced with the difficult deci-
sion, and the pressure-filled decision that you faced, Commissioner
McDowell?

Mr. McDOWELL. Thank you, Senator. And obviously, that was a
difficult time for everyone involved.

Actually, the system worked in that regard. The way the system
works, there are a number of layers of ethical protection, if you
will, one of which was my Ethics Agreement with the Office of Gov-
ernment Ethics, that was filed with this committee, on February 14
of last year. There’s the Code of Federal Regulations. There are, of
course, the ethics rules under my home state bar, the Virginia
State Bar, and many other levels of protection there.

The Chairman, I think, exercised his prerogative to ask the Gen-
eral Counsel of the FCC for his legal opinion, given that there may
have been a compelling governmental interest. The system, I think,
actually worked. At the end of the day, it became my decision,
which is what Mr. Feder’s memo said—this is my decision to make.
He surveyed the landscape, he wrote a thorough memo, for the
most part, and at the end of the day, I disagreed that in an ethical
close call, or an ethical coin toss—as I called it at the time—that
I should venture into the gray area, that I should stay on the white
side of gray. But, I don’t think we need additional legislation.

Senator MCCASKILL. But, do you understand my concern? I
mean, if you had decided to not stay on that side of the ethical
grayness of the situation, we would have had a situation where
there could have, potentially, there was going to be a 3-2 vote
where the deciding vote was cast by someone who had originally
recused themselves? And that’s my concern, if this were to happen
again, I think we're going to see potentially more situations, be-
cause the people who join your Commission have background in the
field, and I—f any of you have, my time is up and I don’t want
to go over, but if any of you have specific ideas about that, I would
appreciate you directing them to my office, so that I could look at
it.

And finally, I just want to make one comment, with the permis-
sion of the Chairman. I—there’s a lot of talk about public participa-
tion in our democracy by the airwaves, and in my state, broadcast
media and cable received over $20 million in political advertising,
between the months of August and November. An incredible
amount of money was spent. I think we had maybe 3 hours of de-
bate that was aired on those same—they got a great deal, they
made a lot of money, and there wasn’t a lot—now, there was a lot
of news coverage, in fairness, there was a lot of news coverage in
the race. But, for the person who challenges me, and I'm sure there
will be someone—I want to make sure they have a fair shot. I want
to make sure that the system is not so overloaded toward my ben-
efit that someone can’t effectively challenge me. And I would ask
you all to look at the requirements of airing debates and political
campaigns during prime time on broadcast media. If you all did a
chart of the income that has gone to broadcast media from political
advertising over the last two cycles, it would be jaw-dropping. And,
I think that in light of that, it’s really important that we continue
to put pressure on broadcast media, and cable, to air political de-
bates.
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Thank you very much.
The CHAIRMAN. Thank you, Senator Pryor?

STATEMENT OF HON. MARK L. PRYOR,
U.S. SENATOR FROM ARKANSAS

Senator PRYOR. Thank you Mr. Chairman. We're about mid-way
through a roll-call vote on the floor, so I will try to be quick with
my questions, and I'd appreciate quick responses, because at some
point we’re going to have to run over there and vote.

Mr. Chairman, let me ask you, Chairman Martin, let me ask you
about the 700 MHz auction. A couple of basic questions, is the geo-
graphical size of the blocks that are being auctioned—I guess you
call them blocks, I don’t know what you call them—but the geo-
graphical areas that are being auctioned, and the timing of the
auctions, exactly when they will take place. So, on the geographical
size, as I understand it, they’re fairly large geographical areas, is
there any consideration, is the FCC considering shrinking those,
making those smaller? My concern there would be if they’re small-
er, more companies would be able to make bids, especially smaller
and local phone companies.

Mr. MARTIN. There is. We do have a proposal to make them sig-
nificantly smaller in the upcoming auction compared to what we’ve
done in the past. In the past, the Commission had actually had
very large geographic areas. We made them somewhat smaller, in
the auction we just completed this past fall, and we have proposals
to make the geographic areas even smaller. In large part, to try to
help smaller companies be able to get in, and also because if you
make the geographic area smaller, it’s more likely that people will
be able to focus on providing rural service in smaller rural areas.
People that are really interested in providing that service, as op-
posed to just buying a larger block that has rural areas encom-
passed in it, will be able to do so. So, that’s actually one of the
things that I will propose the Commission do.

Senator PRYOR. Bingo, that’s one of the things—did you have a
comment on that?

Mr. ADELSTEIN. I agree with the Chairman. I think it is very im-
portant that we offer different sizes of auction areas, so that large
and small companies can get engaged, particularly those companies
that want to serve on the local level. So, as we look at the band
plan—it’s not a free market, we establish what the market is—it
is critical that we design the plan so that there can be new oppor-
tunities for small companies, and designated entities, new busi-
nesses, and large businesses.

Senator PRYOR. And, Mr. Chairman, I guess this is best for you—
what’s your timeframe on making a decision on how large these
markets will be?

Mr. MARTIN. Well, we need to do that fairly soon. We have an
obligation to conduct the auction by the beginning of next year, and
we have to turn over the proceeds in the middle of next year. We
need to conduct auctions sometime this fall. So, we need to get
those rules in place sometime this spring.

Senator PRYOR. So, your plan is to conduct the auction sometime
this fall. Another concern I might have is if you make it too near
in time to the auction that we just had, for capital reasons, et
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cetera—I was just wondering if you could put that off a few
months, or if that matters, or—?

Mr. MARTIN. We have to have it started by the beginning of next
year. And we have to actually deliver the proceeds to the Treasury
by the middle of next year. So, our staff would like to be able to
start it sometime in late fall to make sure that we have enough
time to complete it and meet those statutory requirements. We're
required by law to meet certain deadlines.

Senator PRYOR. OK, great. Let me change direction completely
here—the V-Chip? In the law that passed back in 1996, Section
551, the V-Chip law, which basically directs the Commission to
take action on alternative blocking technology, as it is developed.
Do you have any ongoing matters now where you’re looking at al-
ternatives for a next generation V-Chip?

Mr. MARTIN. Not anything in particular right now. There have
been advances in some of the blocking technologies like the V-Chip,
but part of the difficulties we’ve determined is the effectiveness of
the ratings that are required for the content of the programs. For
the V-Chip, or any blocking technology to be effective, you have to
have very effective rating systems. And we’ve found that’s been
somewhat problematic.

Senator PRYOR. Well, I would encourage the Commission to con-
sider putting something on the agenda, because you do have Sec-
tion 551 which basically says you need to continually look at new
technology, next-generation V-Chip.

Also, with regard to adult domains, I know that ICANN has been
looking at a .XXX domain, just very brief question for the Chair-
man on this—are you all taking a position on adult domains? Or
trying to have a porn-free Internet?

Mr. MARTIN. NTIA is the agency that ends up having the respon-
sibility over ICANN, so they’ve been the ones that have been more
involved in that issue.

Senator PRYOR. And, last, and this may be a sore subject with
some, and I know our time is very limited, we have to run over and
vote, so maybe I may get you to submit at least a longer answer
for the record, but I know during the AT&T/BellSouth merger, we
all know there were a lot of events throughout that merger as it
related to the Commission, but one thing I'm concerned about is
after the conditions were put on and the, you know, merger was
approved by the FCC, apparently Mr. Chairman, you—I believe it
was Ms. Tate, Commissioner Tate—you all basically indicated that
you may not enforce some of the provisions of what was just done.
And, the question that I would have, fundamentally, is what is
your legal authority as Chairman or as the Commission to not en-
force something that you just did?

Mr. MARTIN. It’s not that we wouldn’t enforce, we actually would
enforce the conditions that were proposed. One of those conditions
was that AT&T would have to put forth a tariff to be subsequently
approved by the Commission. And that tariff actually had some
components that I believe are actually illegal under the Commis-
sion precedent. And I said, at the time, they can file it, but I'm not
committing to approving something that would be in violation of
our precedent. And, indeed, several companies have already gone
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tofcc()iurt and said that condition is illegal for the very reason I iden-
tified.

Our tariffing rules require AT&T to provide, when they file a tar-
iff, to allow anybody to take from that tariff. And the condition that
was imposed actually restricted several companies from being able
to participate in that option, and we don’t allow for that kind of
discrimination.

Senator PRYOR. Does anybody else have any comment on that?

Mr. ADELSTEIN. I would just say that the Order was adopted
unanimously. It was a 4-0 vote, so it’s hard for me to understand
why we can’t implement an Order that was adopted unanimously.
If some of us did not consider the Order legal, I don’t understand
why there wasn’t dissent and negotiation to deal with that issue
before adoption.

Personally, I think the item is completely legal. I do not see any
problem with it. The AT&T lawyers feel that way, as well as a
number of other commenters. But if there is a legal concern with
the Order, it’s very easy to address.

Now, no concerns were raised to my attention before the Order
was adopted. But I'm willing, nevertheless, to address these con-
cerns and ensure that the provision at issue is satisfactory to ev-
eryone. I think we should be able to work that out before we final-
ize the Order, and should get that done in short order.

The CHAIRMAN. Thank you very much.

Senator Cantwell?

STATEMENT OF HON. MARIA CANTWELL,
U.S. SENATOR FROM WASHINGTON

Senator CANTWELL. Thank you, Mr. Chairman. I will be quick
because we are out of time, and if I could just get yes or no an-
swers or something as succinct as that—on the cross-ownership
analysis and the work that’s being done by the contractor, and the
context, should that complete study be subject to public comment
so that we'’re not caught off guard?

I should preface by thanking you for coming to Seattle for the
second time, I'm sure you get an earful every time you visit our
state. Should this information be subject to public comment?

Mr. Copps. Yes.

Mr. MARTIN. We've already committed to saying all of the studies
that we put out should be for public comment.

Senator CANTWELL. And second, on the 900 MHz rules, you
know, we’re having discussions here in the U.S. Congress about en-
ergy security and dealing with global warming. There are a lot of
devices that will be part of our energy-efficiency strategy that use
that 900 MHz. So can we get some consultation with this com-
mittee, or are we going to precipitously see those rules come out
without dialogue?

Mr. MARTIN. I'd be happy to, and always will consult with the
Committee.

Senator CANTWELL. Great, thank you.

And then the last question, I know we had some comments on
white space but when can we expect a decision as it relates to port-
able devices?

Mr. MARTIN. On the white space?
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Senator CANTWELL. Yes.

Mr. MARTIN. We actually have equipment that is being tested al-
ready in our labs that we could end up approving. The remaining
issue that we have to determine is whether it should be unlicensed
or licensed, and that should be a decision that we need to make,
sometime in this spring and early summer, so that the devices that
are being tested could be put out in the marketplace.

Senator CANTWELL. OK, again, very important decision. But
thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much.

The record will remain open for 1 week for submission of ques-
tions, and I hope the commissioners will be able to respond within
2 weeks of receipt.

The CHAIRMAN. And, I'd like to announce that the next hearing
is on Wednesday, February 7 at 10:00 a.m., and the subject will be
climate change research and scientific integrity. The hearing is ad-
journed.

[Whereupon, at 12:104 p.m., the hearing was adjourned.]
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PREPARED STATEMENT OF HON. JOHN F. KERRY,
U.S. SENATOR FROM MASSACHUSETTS

Mr. Chairman, I thank you for holding this hearing. There is such a large variety
of issues that impact our communications market—mergers that are almost incom-
prehensible in scope; a vastly changing media market; technological changes that
lead to stunning new consumer services.

It is too much to handle in 1 day. But I’d like to focus on a couple of key priorities.

First is broadband deployment. The Chairman will produce statistics today that
paint a portrait of rapid progress in broadband deployment. Yet it remains the case
that many people either do not have access to broadband Internet service or simply
cannot afford it.

It is still too expensive and still too slow for advanced applications. Despite Presi-
dent Bush’s promise of ubiquitous broadband by 2007—we remain well short of that
goal. I don’t see much of an Administration strategy at all. And I am concerned
about it.

Senator Smith and I have introduced a bill to make new spectrum available and
encourage greater deployment. Our legislation will enable entrepreneurs to provide
affordable, competitive high-speed wireless broadband services in areas that other-
wise have no connectivity. There is a proceeding pending at the FCC, and I am not
satisfied with the pace of this measure. I will seek an explanation from the Chair-
man.

I remain concerned about emergency communications. I am pleased to join the
Chairman and Senators Stevens, Smith and Snowe on a $1 billion grant proposal
that will enhance our communications. I thank you for your leadership Mr. Chair-
man and with your guidance I know we can address this critical need.

Lastly, I am concerned about access to television programming. I find disheart-
ening the increasing phenomenon of exclusive carriage deals and vertical integration
in the media industry that have one result—the business firms get wealthy and con-
sumers have fewer choices—and fewer sports fans having access to their favorite
teams.

I understand Major League Baseball will soon cut an exclusive deal with
DIRECTV that will eliminate out-of-market baseball packages for Dish and Cable
subscribers. I hope I am wrong, because this is audacious move. It will mean that
out-of-market baseball fans that pay for a premium package to see their team will
lose access to those games.

That is wrong. Major League Baseball and DIRECTV need a reality check—more
eyeballs, not fewer, on your games enhances your sport, strengthens fan loyalty and
serves the public. I am interested in the Chairman’s views about this. I want to look
at this entire picture—there are other practices in the industry that are equally dis-
turbing. We need to take a look at the carriage system to ensure consumers are pro-
tected and independent programming is supported. Thank you Mr. Chairman.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. DANIEL K. INOUYE TO
HoN. KEVIN J. MARTIN

Question 1. In March, 2005, the FCC allowed a Verizon forbearance petition to
become effective by operation of law. Because there was a vacancy on the Commis-
sion at that time and a 2-2 split among Commissioners, Verizon was able to gain
regulatory relief through Commission inaction.

e Does the current process regarding the disposition of forbearance petitions in
the absence of a Commission majority essentially allow petitioners to write the
terms of their relief?

(61)
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e Is it fair in such situations to allow petitioners to amend the scope of their re-
quested relief after the period for comment on the original petition has con-
cluded?

e Should forbearance petitions be denied in the absence of an order approved by
a majority of Commissioners?

e What effect will government recusal rules have on the ability of Commissioner
McDowell to participate in other pending or future forbearance proceedings in
which his former employer, Comptel, is a party or otherwise participates?

Answer. Section 10 of the Act sets forth the standard by which the Commission
is directed to evaluate petitions for forbearance. Section 10 also establishes a proc-
ess by which petitions under this section “shall be deemed granted if the Commis-
sion does not deny the petition” within a maximum of 15 months. I believe that it
is preferable for the Commission to reach a majority view on any forbearance peti-
tion and issue a decision affirmatively granting or denying it, in whole or in part.
Such official action should be in the form of a written decision issued by a majority
of Commissioners.

Since I became Chairman, the Commission has resolved seven forbearance peti-
tions by unanimous Commission action. Although the Commission generally has
been able to reach majority decisions on orders disposing of forbearance petitions,
my colleagues and I were unable to do so with regard to the petition that Verizon
had filed. The statutory deadline on that petition was March 19, 2006. More than
3 weeks prior to the deadline, I shared with my fellow Commissioners a draft order
that would have granted in part and denied in part Verizon’s Forbearance Petition.
The Commission was engaged on this issue but, by a recorded 2-2 vote, did not
adopt the draft order. Without a majority of the Commission agreeing to an order
disposing of Verizon’s Forbearance Petition, the petition was “deemed granted” on
March 19 because the Commission had not taken any action on that petition. On
March 20, the Commission issued a News Release memorializing the effect of its in-
ability to agree to an order disposing of the petition. At that time, all of the Com-
missioners took the opportunity to issue statements explaining their reasoning.

In the absence of an order disposing of a forbearance petition approved by a ma-
jority of Commissioners, a petition is deemed granted pursuant to section 10(c) of
the Act. The forbearance petition defines the outer scope of the relief that a peti-
tioner may receive through a grant that is deemed to occur through operation of
law. A petitioner may narrow its request for relief through its subsequent submis-
sions.

The grant of Verizon’s petition by operation of law is currently on appeal before
the United States Court of Appeals for the District of Columbia Circuit. Subject to
the outcome of that appeal, the Commission will apply the statutory forbearance cri-
teria as written.

The 2-2 vote in the Verizon Forbearance Proceeding occurred before Commis-
sioner McDowell joined the Commission, so the government recusal rules had no
bearing on the outcome there.

Question 2. One of the biggest challenges we face over the next 2 years is moving
our Nation from analog to digital television with minimal consumer disruption. I un-
derstand that the FCC is currently receiving comment on its Proposed Final Table
of DTV allotments, proposing final digital channels for TV broadcast stations. How-
ever, even after that is final, additional actions will be needed to complete the tran-
sition.

e Given the enormity of the task before us, what action is the Commission taking
and what action should it take to ensure that our country is ready in February
2009?

e Would you be willing to provide the Committee with quarterly reports on ac-
tions taken by the FCC to prepare for the digital transition?

Answer. One of the most important things the Commission can do to prepare for
the digital transition is to ensure that all cable subscribers are able to view the sig-
nals of broadcast stations after the transition.

The Commission has completed several important steps to accomplish the digital
television (“DTV”) transition, and we are continuing to take actions to help ensure
that Congress’s deadline of February 18, 2009 is achieved with minimal consumer
disruption. First, the Commission established deadlines by which all television sta-
tions must build their digital broadcasting facilities. As of February 2007, 93 per-
cent of full-power television stations are on the air with a digital signal. Second, the
Commission established channel election procedures by which stations determine
their post-transition channels. Third, the Commission mandated that, as of March
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1, 2007, all television receivers manufactured in the United States or shipped in
interstate commerce must have an integrated digital tuner.

As you note, the Commission’s next objective is to adopt the final DTV Table of
Allotments, which will provide all eligible stations with channels for DTV operations
after the transition. This rulemaking proceeding is underway, and reply comments
were filed on February 26, 2007. We also are initiating the final steps for full power
stations to complete construction of their digital facilities in preparation for the ter-
mination of analog service on February 17, 2009. In addition, Commission staff con-
tinues to support NTIA in its implementation of the digital-to-analog converter box
coupon program.

The Commission also recognizes the importance of helping inform the American
public regarding the DTV transition. To that end, the Commission has undertaken
consumer education efforts and worked with broadcasters, manufacturers, retailers,
consumer organizations, and state and local governments to encourage their vol-
untary efforts to inform consumers about the DTV transition. We have a website
dedicated to the digital transition (http:/ /www.dtv.gov) which provides information
about the transition, equipment needed, and programming available, and also
serves as a clearinghouse with links to broadcast, cable, satellite, consumer elec-
tronics manufacturing and retail. Our consumer education activities also include
publications, participation in public exhibits and community and consumer-oriented
events. The Commission also has developed an “Outreach Toolkit,” available on our
website, for consumer and community organizations to use in conducting their own
local DTV consumer education programs. Our publications provide a range of infor-
mation, from a booklet with general background information, DTV: What Every
Consumer Should Know, to a brief Shopper’s Guide and Tip Sheet. Most of our DTV
consumer information also is available in Spanish. The Commission staff also has
participated in exhibits and presentations to a number of groups including AARP,
the National Council of La Raza, the NAACP, educational institutions, and others.

We would be happy to provide quarterly reports to the Committee on the Commis-
sion’s actions and efforts to prepare for the digital transition.

Question 3. A recent study conducted by Free Press entitled, Out of the Picture:
Minority & Female TV Station Ownership in the United States, contained some so-
bering statistics.

Women comprise 51 percent of the entire U.S. population, but own a total of
only 67 stations, or 4.97 percent of all stations.

Minorities comprise 33 percent of the entire U.S. population, but own a total
of only 44 stations, or 3.26 percent of all stations.

Latinos comprise 14 percent of the entire U.S. population, but own a total of
only 15 stations, or 1.11 percent of all stations.

African Americans comprise 13 percent of the entire U.S. population but only
own 18 stations, or 1.3 percent of all stations.

Asians comprise 4 percent of the entire U.S. population but only own a total
of 6 stations or 0.44 percent of all stations.

Do these facts trouble you as they do me, and what action should the Commission
take to promote greater diversity of ownership?

Answer. These are troubling statistics. One of the three core goals that the Com-
mission’s media ownership rules are intended to further is diversity. We need to try
to find more opportunities for diverse viewpoints to be heard.

Part of the problem is the limited number of channels available on broadcast tele-
vision and radio and the high start-up cost of building your own station. The Com-
mission has taken some important steps to provide more opportunity in radio with
the advent of the Low Power FM (LPFM) service. LPFM provides a lower cost op-
portunity for more new voices to get into the local radio market.

Another idea for helping small and independently owned businesses overcome fi-
nancial and resource constraints is to allow them to enter the broadcast industry
by leasing some of an existing broadcaster’s spectrum to distribute their own pro-
gramming. Conversion to digital operations enables broadcasters to fit a single
channel of analog programming into a smaller amount of spectrum. Often, there is
additional spectrum left over that can be used to air other channels of programming.
Small and independently owned businesses could take advantage of this capacity
and use a portion of the existing broadcasters’ digital spectrum to operate their own
broadcast channel. This new programming station would then obtain all the accom-
panying rights and obligations of other broadcast stations, such as public interest
obligations and carriage rights.

The Commission has before it for consideration a Notice of Proposed Rulemaking
that would allow small and independently owned businesses and licensees of digital
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television stations to enter into agreements by which the stations share some of
their digital capacity with these entities. The entities would be treated the same as
operators of other television broadcast stations and would provide their own over-
the-air programming to viewers as a new television station in the market. An exam-
ple of this type of arrangement is the deal reached by Latino Alternative TV (LATV)
and Post-Newsweek that provides for carriage of LATV programming on the
K;}ﬂticast channels of Post-Newsweek stations in Miami, Orlando, Houston, and San
tonio.

I also look forward to continuing to work with the re-chartered Federal Advisory
Committee on Diversity in the Digital Age to further enhance the ability of all
Americans, including minorities and women, to participate in the communications
industry.

Question 4. On November 22, 2006, the day before Thanksgiving, the FCC re-
leased a list of economic studies to be performed in the media ownership pro-
ceedings. How did the Commission choose the economic studies to be preformed in
the media ownership proceedings? Who at the Commission or elsewhere was con-
sulted for input on the topics chosen?

Answer. In its media ownership Further Notice of Proposed Rulemaking, the
Commission committed to initiate comprehensive studies on a variety of topics in-
cluding: how the public gets it news and information, competition across media plat-
forms, marketplace changes since we last reviewed our ownership rules, localism,
minority participation in today’s media environment, independent and diverse pro-
gramming and the production of children’s and family-friendly programming.

Shortly after release of the Further Notice, I invited each of my fellow Commis-
sioners to give me his or her thoughts on possible media ownership studies to be
performed. I received some feedback from several Commissioners at that time which
was then incorporated into a written proposal. I provided a copy of this proposal
to every Commissioner’s office. I again solicited their feedback and comments. I
again received no written feedback but did receive additional comments from several
Commissioners, which I attempted to incorporate and address. For example, at the
suggestion of a fellow Commissioner, I ensured that the study on how people get
news and information would include specific questions about local news. In response
to other suggestions from my colleagues, I also added separate studies on the issues
of vertical integration and minority ownership, and ensured that the impact of own-
ership structure on religious, indecent and violent programming would be separately
examined and studied.

Question 4a. How were parties selected for the studies done outside the Commis-
sion, and what is the cost of these contracts?

Answer. The studies are primarily empirical in nature and require a specific skill
set, including a strong understanding of Industrial Organization. A majority of the
individuals who were selected to perform the studies are economists with a specialty
in Industrial Organization and/or Econometrics. The economists (Gregory Crawford,
Tasneem Chipty, Jeffrey Milyo, Arie Bersteanu, Paul Ellickson, and Austan
Goolsbee) were chosen based on academic reputation and expertise either on a par-
ticular topic or literature or with specific econometric techniques. The only non-
economists selected (Allen Hammond, Barbara O’Conner, and Tracy Westen) were
suggested by my colleagues.

The Commission has contracted for Study 1 (How People Get News and Informa-
tion) to be performed for $58,000, Study 3 (Ownership Effect of Ownership Struc-
ture and Robustness on the Quantity and Quality of TV Programming) to be per-
formed for $25,000, Study 5 (Station Ownership and Programming in Radio) to be
performed for $60,000, Study 6 (News Coverage of Cross-Owned Newspapers and
Television Stations) to be performed for $54,500, Study 7 (Minority Ownership) to
be performed for $10,000, Study 8 (Minority Ownership) proposed to be performed
for $55,000, and Study 9 (Vertical Integration) proposed to be performed for
$60,000. Studies 2 (Ownership Structure and Robustness of Media), 4 (News Oper-
ations) and 10 (Radio Industry Review: Trends in Ownership, Format, and Finance)
will be performed by Commission staff.

Question 4b. Would the Commission consider seeking public comment on what
other studies might assist the Commission in its review of ownership rules?

Answer. We currently have 10 studies that are in the process of being completed.
Once the studies are finished, they will be put out for public comment. At that time,
parties can address, among other things, whether or not they believe that other
studies are necessary.

Question 5. In November 2006, the Government Accountability Office (GAO)
issued a report concluding that the cost of special access has gone up—not down—
in many areas where the FCC predicted that competition would emerge. To address
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this error, the report recommended that the FCC develop a better definition of “ef-
fective competition” and monitor more closely the effect of competition in the mar-
ketplace. Do you agree with these findings? What action should the Commission
take in response?

Answer. As you note, on November 30, 2006, the U.S. Government Accountability
Office (GAO) released a report entitled Telecommunications FCC Needs to Improve
Its Ability to Monitor and Determine the Extent of Competition in Dedicated Access
Services (GAO-07-80). On January 29, 2007, I provided my written response to the
GAO conclusions and recommendations contained in this report to the Chairman
and Ranking member of the U.S. Senate Committee on Homeland Security and Gov-
ernmental Affairs and the Chairman and Ranking Member of the U.S. House of
Representatives Committee on Oversight and Government Reform. In that letter I
outline in detail my concerns with the GAO’s findings and the steps the Commission
will take to respond to the recommendations contained in the report. I have at-
tached a copy of that letter for your review.

[The information referred to follows:]

January 29, 2007

Hon. ToMm DAvVIS,

Ranking Member,

Committee on Oversight and Government Reform,
U.S. House of Representatives,

Washington, DC.

Dear Congressman Davis:

On November 30, 2006, the U.S. Government Accountability Office (GAO) re-
leased a report entitled Telecommunications FCC Needs to Improve Its Ability to
Monitor and Determine the Extent of Competition in Dedicated Access Services
(GAO-07-80). This letter provides the Federal Communications Commission’s (FCC)
written response to the GAO conclusions and recommendations contained in the
GAO Report.

As the Commission’s Managing Director, Anthony Dale, explained in written com-
ments on an earlier draft, the GAO Report, taken as a whole, appears to imply the
need for a return to price control policies that the Commission abandoned in 1999
during the previous Administration.! Since 1996, the Commission has followed the
direction found in the Telecommunications Act of 1996 to foster policies and rules
that “promote competition and reduce regulation in order to secure lower prices and
higher quality services for American telecommunications consumers and encourage
the rapid deployment of new telecommunications technologies.” In 1999, the Com-
mission specifically recognized the significant costs associated with direct price regu-
lation (including regulation of wholesale prices) of special access services. The Com-
mission recognized that special access price regulation “imposes costs on carriers
and the public.”2 Moreover, in granting pricing flexibility for special access services
to price-cap incumbent LECs, the Commission explicitly found that the cost of fur-
ther delaying regulatory relief was greater than the cost of granting relief pre-
maturely. The Commission determined that “the public interest is better served by
permitting market forces to govern the rates for the access services at this point.”3

In that order, the Commission explained:

“[W]e will not require incumbent LECs to demonstrate that they no longer possess
market power in the provision of any access services to receive pricing flexibility
. . . [Rlegulation imposes costs on carriers and the public, and the cost of delaying
regulatory relief outweigh any costs associated with granting that relief before com-
petitive alternatives have developed to the point that the incumbent lacks market
power.” 4

Thus, the Commission determined that, even if competition had not fully devel-
oped, the cost of regulating special access pricing was still greater than the benefits.
So, even if GAO is correct that competitive alternative facilities have not developed
as fast as the Commission had projected, the cost of price regulation to “carriers and
the public” is still greater than the benefits.

Instead of requiring a disaggregated market power analysis, the Commission, in
the Pricing Flexibility Order, determined to rely on more easily verifiable invest-
ment in collocation as a proxy for competition in access services. The Commission
found that “collocation by competitors in incumbent LEC wire centers is a reliable
indication of sunk investment by competitors.”> The Commission rejected any ap-
proach to price deregulation that relied on granular findings of “non-dominance” be-
cause “non-dominance showings are neither administratively simple nor easily
verifiable.” ¢ Indeed, the Commission reasoned that it was simply infeasible to rely
on evidence of market share erosion or supply elasticity because such “analyses re-
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quire considerable time and expense, and they generate considerable controversy
that is difficult to resolve.”?

Moreover, the Commission explicitly recognized that Phase II pricing relief could
lead to price increases for customers in some areas, but rationalized that such a re-
sult was still superior to continued price regulation for two reasons. First, the Com-
mission recognized that our special access pricing rules “may have required incum-
bent LECs to price access services below cost in certain areas.”® Second, the Com-
mission found that “When an incumbent LEC charges an unreasonably high rate
for access to an area that lacks a competitive alternative, that rate will induce com-
petitive entry, and that entry will in turn drive rates down.”

In its review of the Commission’s decision, the United States Court of Appeals for
the D.C. Circuit (D.C. Circuit) rejected arguments that the Commission should be
required to measure actual competition before allowing incumbent carriers pricing
flexibility. The D.C. Circuit found the Commission’s determination to use collocation
as a proxy for competition to be reasonable.l0 In addition, both the Commission and
the courts have determined that price regulation of incumbents’ network facilities
imposes costs and creates significant disincentives—for both incumbent and com-
petitive carriers—to invest in economically beneficial facilities and innovation. Thus,
such price regulation should be used minimally in areas where sunk investment in-
dicates that competition is developing.1! The Commission is committed to continued
implementation of policies that bring the benefits of competition—more and better
services and lower prices—to all Americans.

The GAO Report contains factual findings which appear to be based primarily on
two studies.!2 Significantly, the FCC was not provided the data used to perform
these studies. Without access to the data used to perform these studies, the FCC
cannot evaluate the reliability of the GAO studies or assess the validity of the con-
clusions drawn therefrom. For example, we do not know what rate elements the in-
cumbent LECs included in generating their average revenue data and how that
might have affected the estimates.!3 It is also not clear how differences in demand
from one MSA to another may have affected the average revenue estimates. Al-
though the GAO Report states that it attempted to address this problem by
weighting the data, it is not clear how this was accomplished. Moreover, the GAO
Report acknowledges that theirs was an “imperfect weight.” 14 Thus, we are unable
to assess the reliability or relevance of these studies.

The GAO Report makes two specific recommendations. The GAO Report first rec-
ommends that the FCC “develop a definition of effective competition, or true cus-
tomer choice, using an approach that evaluates the competitive nature of a market
by accounting for the number of effective competitive choices available to cus-
tomers.” 15 This recommendation seems administratively impracticable. First, there
is no universally accepted, bright-line definition of “effective competition.” Second,
before applying such a definition, it would be necessary to define the relevant prod-
uct and geographic markets, which, as GAO suggests, are likely to be extremely nar-
row. For example, the GAO study seems to suggest that at least each individual
building and perhaps each floor of a building needs to be considered a separate mar-
ket.16 As the Commission recognized, and as the D.C. Circuit has agreed, imple-
menting national telecommunications price deregulation by counting the number of
competitive alternatives available to individual consumers would be administra-
tively infeasible.1?7 Recognizing these difficulties as well as the need to adopt an ad-
ministratively feasible methodology, the Commission, in the Pricing Flexibility
Order, chose to develop triggers that would apply to MSAs. The Commission rea-
soned that “defining geographic areas smaller than MSAs would force incumbents
to file additional pricing flexibility petitions, and, although these petitions might
produce a more fine-tuned picture of competitive conditions, the record does not sug-
gest that this level of detail justifies the increased expenses and administrative bur-
dens associated with these proposals.” 18 Finally, the Commission recognized that it
would “not delay . . . regulatory relief until access customers have a competitive al-
ternative for access to every end user.” 19

In affirming this order, the D.C. Circuit found that the choice of MSAs for pricing
flexibility was reasonable because “the Commission considered alternatives to MSA-
wide relief and determined that, on balance, these alternatives would be less bene-
ficial to consumers and regulated entities.”2? Similarly, in considering and rejecting
a\1 b&li(liding-by-building approach to its impairment analysis, the Commission con-
cluded:

[A] building specific impairment analysis would be impracticable and unadminis-
trable. As noted above, it would be exceedingly difficult for us to conduct . . . na-
tionwide, fact-intensive, building specific inquiries. . . . The record suggests that
there are at least 700,000 commercial buildings, and perhaps as many as 3 million
buildings, for which impairment would have to be evaluated. Such case-by-case eval-
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uation would be impracticable even if the relevant evidence were entirely objective
and readily forthcoming. Here, however, the difficulty would be magnified by car-
riers’ disincentives to provide relevant data that is in their possession and by the
subjectivity inherent in the interpretation of that data.2!

Thus, we question whether the recommendation to measure effective competition
on a granular basis is consistent with the deregulatory goals of the 1996 Act and
court orders sustaining the Commission’s implementation of the Act.

In addition, the Commission has reviewed market-specific data regarding special
access competition in the context of the SBC/AT&T, Verizon/MCI, and AT&T/
BellSouth merger proceedings over the last 2 years. Specifically, the Commission ex-
amined data on over 705,000 buildings in the SBC, Verizon, and BellSouth terri-
tories combined as part of its merger analyses.22 These analyses focused on build-
ings where the data indicated that the merger would reduce the number of competi-
tors with direct connections from two to one, and where competitive entry was un-
likely based on estimates of the revenue opportunity associated with a particular
building and the distance to the closest competitive LEC fiber. Where the data indi-
cated that a merger would have resulted in buildings without competitive alter-
natives, divestitures were required. In the SBC/AT&T merger, the parties com-
mitted to divest facilities to only 384 of the more than 240,000 buildings in SBC
territory.23 In the Verizon/MCI merger, the parties committed to divest facilities to
only 356 of the more than 246,000 buildings in Verizon territory.2¢ In the AT&T/
BellSouth merger, the parties committed to divest facilities to only 31 of the more
than 219,000 buildings in BellSouth territory.2> Moreover, in each of these mergers,
the applicants made commitments, enforceable by the Commission, to implement a
performance metrics plan, under which they will provide performance data on a
quarterly basis.26 As a result, special access performance metrics are in place for
three of the four Bell regions.27

Notwithstanding these clear Commission and Court decisions, GAO argues that
the Commission should develop a more granular definition of competition and then
collect “meaningful” data, asserting that the Commission’s comments on the draft
GAO Report “suggest a preference for economic theory rather than empirical data.”
To the contrary, as explained in Mr. Dale’s letter, the Commission balanced the
need for a costly, burdensome, detailed empirical analysis with the benefits of hav-
ing market forces (as identified through more objectively verifiable proxies for com-
petition) govern the rates for special access services. The GAO Report also states
that the Commission’s comments on the draft report took the position that the data
gathered in the special access rulemaking is “sufficient” and “adequate to monitor
competition and that additional data collection is not needed.” This mischaracterizes
the Commission’s comments, which simply noted that there is an open proceeding
considering the competitiveness of special access markets, that detailed information
had been requested in that proceeding, and that the Commission will use “all avail-
able data” to fulfill its obligations to foster competition in telecommunications mar-
kets. The Commission made no comments or suggestions regarding the “sufficiency”
or “adequacy” of any information received by the Commission to date.

Nevertheless, I have asked Commission staff to take the following actions in re-
sponse to the report’s recommendations. First, I have asked staff to: (i) request ac-
cess to all the data used by GAO to develop its conclusions in the GAO Report; and
(ii) perform its own analysis of such data. To the extent that such data is covered
by confidentiality or other agreements restricting access to and/or use of the data,
we would agree to use the data subject to the same terms and conditions as agreed
to by GAO and will sign any necessary confidentiality agreements. If such access
is not possible, we would request that GAO provide Commission staff with the nec-
essary contact information to acquire the data directly.

Second, I have asked staff to carefully examine the analysis GAO has performed
and to consider GAO’s analysis in the Commission’s ongoing examination of com-
petition in the market for all special access services. Finally, I have asked staff to
determine if it is necessary to supplement the Commission’s request for data in the
Special Access proceeding discussed in Mr. Dale’s November 13th response.28

The Commission appreciates the opportunity to report on its actions to implement
GAOQO’s recommendations in this important area. If I can provide additional informa-
tion concerning this or any other matter, please do not hesitate to contact me.

Sincerely,
KEVIN J. MARTIN,
Chairman.

cc: Director, Physical Infrastructure, U.S. Government Accountability Office, Of-
fice of Management and Budget
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The GAO Report appears to imply the need for a return to price control policies
that the Commission abandoned in 1999 during the previous Administration. As
was noted in the Commission’s preliminary response to the Report, since 1996, the
Commission has followed the direction found in the Telecommunications Act of 1996
to “promote competition and reduce regulation in order to secure lower prices and
higher quality services for American telecommunications consumers and encourage
the rapid deployment of new telecommunications technologies.”

The GAO Report contains factual findings which appear to be based on two stud-
ies. The Commission was not provided the underlying data for these studies, and
thus cannot evaluate either the reliability of the studies or the validity of the con-
clusions based on these studies contained in the Report. We have requested this in-
formation and hope to receive it soon.

The GAO report suggests that a building by building (potentially floor by floor)
analysis is necessary to determine whether competition is sufficient to constrain
rates for special access service. As the Commission recognized, and as the United
States Court of Appeals for the D.C. Circuit (D.C. Circuit) has agreed, implementing
national telecommunications price deregulation by counting the number of competi-
tive alternatives available to individual customs would be administratively infeasi-
ble. Recognizing these difficulties, the Commission, in the Pricing Flexibility Order,
chose to develop triggers, based on collocation by competitors in incumbent LEC
wire centers, that would apply to MSAs. The D.C. Circuit upheld the use of these
triggers as a proxy for measuring the extent of competition in the market and re-
jected arguments that the Commission should be required to measure actual com-
petition before allowing incumbent carriers special access pricing flexibility. Given
the costs of regulation on carriers and the public, I question whether GAO’s rec-
ommendation to measure effective competition is consistent with the deregulatory
goals of the 1996 Act and Federal court orders sustaining the Commission’s imple-
mentation of the Act.

In addition, I note that the Commission reviewed market-specific data regarding
special access competition in the SBC/AT&T, Verizon/MCI and the AT&T/BellSouth
merger proceedings over the past 2 years. Specifically, the Commission examined
data on over 700,000 buildings in the SBC, Verizon, and BellSouth territories as
part of its merger review and, where data indicated that a merger would have re-
sulted in buildings without competitive alternatives, divestitures were required.

Moreover, in each of these mergers, the applicants made commitments, enforce-
able by the Commission, to implement a performance metrics plan and to freeze spe-
cial access prices for a certain period of time. And, the Commission imposed special
access performance metrics on Qwest as a condition of forbearance relief that it re-
cently received. Thus, special access performance metrics are currently in place in
all three Bell regions and special access price freezes are in place for two out of the
three Bell regions.

With regard to the GAO’s recommendation that the Commission consider col-
lecting additional data and developing additional measures to monitor competition,
I note that the Commission continues to monitor the extent to which markets are
open to competitive entry. I take seriously the Commission’s obligation to foster
competition in telecommunications markets and will use all available data to fulfill
its obligation.
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Question 6. Last year, Congress passed legislation imposing a ten-fold increase in
the size of maximum fines for indecency violations, to a maximum of $325,000 per
violation. At the time President Bush signed the law, he said “[t]he problem we
have is that the maximum penalty that the FCC can impose under current law is
just $32,500 per violation, and for some broadcasters, this amount is meaningless.
It’s relatively painless for them when they violate decency standards.” Should Con-
gress similarly raise the statutory maximum fine for other violations? What other
actions should be taken to promote swifter and more effective enforcement?

Answer. I recommend that Congress similarly increase the statutory maximum
forfeiture amounts the Commission can impose for all violations of the Communica-
tions Act and the Commission’s rules and orders. The forfeiture limits set by Con-
gress in Section 503 of the Communications Act have not been raised since 1989,
other than to account for inflationary adjustments. Raising the maximum forfeiture
penalties would assist the Commission in taking effective enforcement action, as
well as act as a deterrent to companies who otherwise view our current forfeiture
limits simply as costs of doing business. Even with increased forfeiture limits, the
Commission would continue to have discretion to adjust forfeitures based on the
specific circumstances of each case, consistent with the factors set forth in the Act
and the Commission’s rules, for example, the degree of culpability, any history of
prior offenses, ability to pay and such other matters as justice may require.

There are several changes that could promote swifter and more effective enforce-
ment. First, the need to issue citations to non-licensees before taking any other type
of action sometimes hinders the Commission in its investigations, and it sometimes
allows targets to disappear before we are in a position to take action against them.
This situation occurs in cases as diverse as junk fax violations, universal service
non-payment, caller ID spoofing, and equipment manufacturing. Therefore, to en-
able streamlined enforcement, I recommend that Congress eliminate the citation re-
quirement in Section 503 of the Communications Act of 1934, as amended, 47 U.S.C.
§503.

In addition, the one-year statute of limitations in Section 503 of the Communica-
tions Act has been a source of difficulty at times. In particular, when a violation
is not immediately apparent, or when the Commission undertakes a complicated in-
vestigation, we often run up against the statute of limitations and must compromise
our investigation, or begin losing violations for which we can take action.

Question 7. Recently, the FCC adopted an order to prohibit certain practices by
franchising authorities that the Commission finds are unreasonable barriers to
entry. One issue mentioned in that order, which is very important to the State of
Hawaii, is the ability of the franchise authority to seek appropriate contributions
for public, educational, and governmental (PEG) and institutional networks (I-nets).
I understand that some parties have disputed the veracity of some claims made in
this proceeding. What, if any, efforts did the Commission take to independently in-
vestigate and verify the claims of unfair demands made by many of the carriers in
this proceeding?

Answer. The Commission followed its normal course of action in a rulemaking, ad-
hering to APA notice and comment rulemaking procedures. These procedures are
designed to help ensure public participation and fairness to affected parties. By al-
lowing interested parties an opportunity to participate in the rulemaking through
submission of written data, views, and arguments, and providing interested parties
with an opportunity to respond to such submissions, the Commission obtains rel-
evant information to render an informed decision. The Commission carefully re-
viewed the entire record presented in this proceeding, and took any conflicting
claims or evidence in the record into account in making its decision.

The Commission has rules in place to ensure that the information it receives from
participants in its proceedings is correct and supported by evidence. A person’s sig-
nature on comments constitutes a certification that “to the best of his knowledge,
information, and belief, there is good ground to support it.” An attorney may be sub-
ject to disciplinary action for falsely verifying a filing with the Commission. More-
over, a licensee that submits false or misleading information to the Commission is
subject to disqualification on character grounds. The Commission’s ex parte rules
further enhance the transparency of the process by requiring any filings or presen-
tations intended to affect the ultimate decision to be placed in the record of the pro-
ceeding, thereby providing interested parties an opportunity to respond.

Question 8. In 2004, the FCC adopted a plan to move certain licenses within the
800 megahertz band in order to eliminate interference problems that were being ex-
perienced by public safety communications systems. What is your assessment of the
pace of progress in rebanding the 800 MHz band and what steps does the Commis-
sion intend to take in order to get this process back on track?
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Answer. The Commission is committed to ensuring that 800 MHz rebanding is
completed in a timely manner while, at the same time, protecting full continuity of
public safety operations during the transition. To that end, the Public Safety and
Homeland Security Bureau (Bureau) has worked closely with all 800 MHz stake-
holders—public safety, Sprint Nextel, equipment vendors, and the Transition Ad-
ministrator. In the last several months, the Bureau has issued multiple orders and
notices resolving disputes and providing guidance to negotiating licensees that we
expect to help speed ongoing negotiations. For example, in January 2007, the Bu-
reau issued an order allowing public safety licensees to exchange information with
one another about the terms of their respective agreements with Sprint Nextel, not-
withstanding non-disclosure language added by Sprint Nextel to those agreements.
Early reports indicate that this order has had a beneficial effect on the negotiation
process. Nonetheless, significant work still lies ahead to ensure that the reconfigura-
tion process is successfully and timely completed.

The 800 MHz band reconfiguration process is divided into two stages: Stage 1 in-
volves relocation of licensees (both public safety and non-public safety) from Chan-
nels 1-120 in the 800 MHz band, while Stage 2 involves relocation of licensees in
the NPSPAC band from their current spectrum to the spectrum vacated by Channel
1-120 licensees. Overall, significant progress has been made toward completing
Stage 1. We anticipate that Stage 1 relocation in all non-border areas will be sub-
stantially complete later this year. Stage 2 relocation is proceeding more slowly. Ne-
gotiations between NPSPAC public safety licensees and Sprint Nextel have been
more complex and time-consuming than similar negotiations in Stage 1. This is due
in large part to the size and complexity of many NPSPAC systems and the numer-
ous interoperability relationships among NPSPAC licensees. These factors require
careful planning and implementation of the NPSPAC transition process to ensure
that existing interoperability is maintained while each system is retuned. This has
led to concerns regarding the feasibility of completing rebanding on the current
timetable.

The Commission has also devoted significant resources to ensure that rebanding
takes place as soon as possible in the border areas. Specifically, resolving inter-
national spectrum allocation issues as soon as possible with Mexico and Canada
that affect 800 MHz rebanding in the U.S.-Mexico and U.S.-Canada border regions
is a high priority. In coordination with the State Department, we are engaged in
intensive dialogue with both Canada and Mexico on these issues. We are also work-
ing closely with public safety planning groups in the border regions to be sure their
needs are given priority in our international discussions.

The Commission’s priorities are to ensure that Stage 1 is timely completed, that
Stage 2 moves forward quickly, and that we accelerate the process where possible—
but not at the expense of maintaining full public safety readiness to respond to
emergencies during the transition. In a recent letter, public safety leadership and
Sprint Nextel have requested that the Commission direct the TA to develop a sys-
tem-by-system schedule for implementation of Stage 2 rebanding that would take
into consideration factors as such as licensee preparedness, status of plans for main-
taining interoperability among NPSPAC systems during the transition, resources
available for planning and implementation, and impact on all incumbent operators
in each area.

Question 9. A number of wireless carriers have employed the use of high “early
termination fees” to prevent wireless customers from switching to other carriers. In
some cases these fees may be $200 or more, and may apply regardless of whether
the subscriber wishes to cancel on the first or last date of their wireless contract.
Do you believe these practices promote or impede competition?

Answer. I am concerned that some practices relating to “early termination fees”
may impede competition. I believe certain practices regarding “early termination
fees,” whether employed by wireless providers or other communications service pro-
viders, may need to be examined. The Commission has received two related peti-
tions seeking clarification of the Commission’s jurisdiction over early termination
fees in the wireless context. Should the Commission determine that it has jurisdic-
tion over such early termination fees, it would address the appropriateness of cer-
tain practices regarding these fees.

Question 10. Given requirements imposed by General Services Administration to
promote greater redundancy of communications, how would the retirement of copper
facilities impact Congress’ directive to promote the availability of alternate network
facilities in federally owned and leased buildings?

Answer. In federally owned and leased buildings, it would be up to GSA to deter-
mine whether or not older facilities should be replaced and retired, or maintained
to promote greater redundancy.
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Question 11. Given the Commission’s policy of promoting broadband deployment
and eliminating regulations that treat competitors in the provision of broadband dif-
{erentlg, how is this policy being implemented with regard to pole attachment regu-
ations?

Answer. The Commission’s pole attachment regulations, some of which predate
the 1996 Act, currently reflect the historical differences between different networks
and services. For example, the regulations have different rate structures for cable
operators and telecommunications carriers seeking to attach to utility poles, with
the carriers typically paying a higher rate. Notably, an entity that seeks to provide
solely broadband services over its attachment currently is not subject to a regulated
rate.

Several parties have asked the Commission to begin a rulemaking to change its
rules to create more regulatory parity and encourage broadband deployment, includ-
ing a request to assure incumbent LECs of just and reasonable rates, and to unify
the rate that utilities charge for all attachments. The goals of promoting the deploy-
ment of broadband infrastructure and allowing competitors to compete on a level
playing field are important, and I have instructed the Bureau to prepare a Notice
of Proposed Rulemaking to examine existing regulations to promote parity among
broadband providers using such pole attachments.

Question 12. Recently, a Virginia Federal court referred a matter to the FCC for
review and clarification as to whether Internet Protocol Television or “IPTV” service
meets the definition of a “cable service” under the Communications Act—a question
that this Committee answered affirmatively during consideration of last year’s tele-
communications bill. How does the Commission intend to address this matter?

Answer. Section 621(b)(1) of the Communications Act provides that “a cable oper-
ator may not provide cable service without a franchise.” The Communications Act
defines a “cable operator” as “any person or group of persons (A) who provides cable
service over a cable system and directly or through one or more affiliates owns a
significant interest in such cable system, or (B) who otherwise controls or is respon-
sible for, through any arrangement, the management and operation of such a cable
system.” The Act excludes from the definition of a “cable system” “a facility of a
common carrier which is subject, in whole or in part, to the provisions of Title II
of this Act, except that such facility shall be considered a cable system (other than
for purposes of section 621(c)) to the extent such facility is used in the transmission
of video programming directly to subscribers, unless the extent of such use is solely
to provide interactive on-demand services.”

To the extent that IPTV is provided by a common carrier which is subject, in
whole or in part, to the provisions of Title II of the Communications Act, the excep-
tion could apply. Thus, whether such video services are subject to the requirements
of Title VI depends upon the characteristics of the video offering. To the extent that
the offering involves solely “interactive on-demand services,” the franchising re-
quirements of the Act would not apply.

The Commission is currently considering the regulatory classification of IP-en-
abled services, including IPTV services, in its IP-Enabled Services rulemaking. No
final determination on the appropriate classification of IPTV has yet been made.

Question 13. Traditionally, Bureaus and Offices at the FCC have provided to the
Chairman, or his designee, reports of processing backlogs within the Bureau or Of-
fices. Are these reports still created by the Bureaus and Offices? If so, to whom are
they provided? Please provide the Committee with all such reports created during
the last 6 months.

Answer. The Commission currently has 164 items that are on circulation as of
March 16, 2007. These items are pending before the Commission for action now. The
answers [to questions 13-24] below do not include these items that are pending be-
fore the Commission now.

Each bureau and office prepares a monthly report for the Chairman or his des-
ignee listing all open Commission-level items as well as those items that were com-
pleted within the previous 30 days. The last 6 monthly reports for each bureau and
office are included in Attachment to Question 13, with the exception of the new Pub-
lloic Safety and Homeland Security Bureau which began preparing reports in Decem-

er 2006.

[NOTE: All attachments to responses to Questions 13—24 will be retained in Com-
mittee files.]

Question 14. By Bureau or Office, please list the number of docketed proceedings
in which the following period has elapsed since the Commission, Bureau or Office
received the last formal round of public comments (i.e., comments for which public
notice was given in the Federal Register or by Public Notice), without an inter-



73

vening Commission, Bureau or Office order addressing the merits of the proceeding?
Please itemize these docketed proceedings in an attachment to your response.

a. 6 months or more, but less than 1 year

b. One year or more, but less than 2 years

c. More than 2 years.

Answer. I would like to draw your attention to several notable items. First, ques-
tions 14 and 15 asked for docketed and non-docketed proceedings that were subject
to public comment. In addition to our direct response, out of an abundance of cau-
tion, I included a category for those docketed and non-docketed matters that are
pending at the Commission but were not subject to public comment (e.g., investiga-
tions, consumer complaints, waivers, etc., with the exception of indecency com-
plaints). Although the chart does not depict indecency complaints, I note that since
2002, the Commission has received more than 2.3 million complaints and resolved
approximately 1.7 million. Since I became Chairman, the Commission has taken ac-
tions that addressed nearly 50 programs and nearly 1 million complaints. These ac-
tions are the subject of pending litigation in Federal court. There remain approxi-
mately 584,000 complaints pending before the Commission.

Bureau/Office 6 Months to 1 Year 1 Year to 2 Years More than 2 Years TOTAL
CGB 4 14 4 22
1B 2 2 5 9
MB 5 20 19 44
OET 2 2 2 6
PSHSB 2 3 2 7
WCB 27 49 37 113
WTB 2 4 4 10
TOTAL 44 94 73 211

In addition, for the sake of completeness, the chart below provides data on dock-
eted filings that do not require formal public comment. These include adjudicatory
administrative hearings, requests for waivers of rules, requests for declaratory rul-
ing, and requests for clarification. (Itemized in Attachment to Question 14.)

6 Months to 1 Year 1 Year to 2 Years More than 2 Years TOTAL
EB 0 0 5 5
PSHSB 1 4 2 7
WTB 0 2 0 2
TOTAL 1 6 7 14

Question 15. By Bureau or Office, please list the number of non-docketed pro-
ceedings in which the following period has elapsed since the Commission, Bureau
or Office received the last formal round of public comments (i.e., comments for which
public notice was given in the Federal Register or by Public Notice), without an in-
tervening Commission, Bureau or Office order addressing the merits of the pro-
ceeding? Please itemize these non-docketed proceedings in an attachment to your re-
sponse.

a. 6 months or more, but less than 1 year

b. One year or more, but less than 2 years

c. More than 2 years.

Answer. The Media Bureau receives approximately 10,000 applications related to
non-docketed proceedings a year. Of the 1378 non-docketed Media Bureau pro-
ceedings over 2 years old, 752 are related to items currently circulating before the
Commission and another 87 are awaiting international coordination. I also note that
there are 5,390 pending wireless applications pending between 6 months and 1 year.
This number represents only 1 percent of the approximately 520,000 license applica-
tions submitted annually. And, 4,991 of these applications are license applications
associated with the AT&T/BellSouth merger transaction.

(Itemized in Attachment to Question 15.)
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Bureau/Office 6 Months to 1 Year 1 Year to 2 Years More than 2 Years TOTAL
CGB 47 3 0 50
1B 3 3 2 8
MB* 578 463 1,378 2,419
OET 0 0 1 1
0GC 1 0 0 1
PSHSB 1 0 1 2
WCB 1 0 0 1
WTB 0 3 2 5
TOTAL 631 472 1,384 2,487

*The Media Bureau receives approximately 10,000 applications related to non-docketed proceedings a year. Of the 1,378 applica-
tions more than 2 years old, 752 are related to items currently on circulating before the Commission and another 87 are awaiting
International coordination.

In addition, for the sake of completeness, the chart below provides data on non-
docketed filings that do not require formal public comment. (Itemized in Attachment
to Question 15.) These include formal and informal complaints, complaints con-
cerning junk faxes, and requests for waivers of some rules. As explained [above],
this chart does not include pending indecency complaints.

6 Months to 1 Year 1 Year to 2 Years More than 2 Years TOTAL

CGB 1,365 1,053 35 2,453
EB 581 63 19 663
PSHSB 6 48 5 59
WTB 19 10 18 47

TOTAL 1,971 1,174 77 3,222

The chart below provides data on pending applications. The FCC does not con-

sider each of these applications to be a “proceeding.” For the sake of completeness,
however, the table below shows the numbers of applications for which the ref-
erenced time periods have elapsed. (Itemized in Attachment to Question 15.)

6 Months to 1 Year 1 Year to 2 Years More than 2 Years TOTAL
1B 109 82 46 237
PSHSB 49 37 17 103
WTB** 5,390 243 389 6,022
TOTAL 5,548 362 452 6,362

**The 5,390 applications pending 6 months to 1 year represents 1 percent of the approximately 520,000 license applications sub-
mitted annually. 4,991 of the 5,390 applications relate to the AT&T/BellSouth merger.

Question 16. Please list the pending proceedings in which a court has remanded
a matter to the FCC, but the Commission has not yet issued an order in response
to the remand? Please indicate the decision and year in which the court remanded
the matter to the FCC.

Answer. BellSouth Telecommunications, Inc. v. FCC, 469 F.3d 1052 (D.C. Cir.
2006) (mandate issued Jan. 25, 2007), remanding In the Matter of AT&T Corp. v.
BellSouth Telecommunications, 19 FCC Red 23898 (2004). The issue on remand is
whether a volume discount plan offered by BellSouth violates 47 U.S.C. § 272(e).

AT&T Inc. v. FCC, 452 F.3d 830 (D.C. Cir. 2006) (mandate issued Aug. 21, 2006),
remanding In the Matter of Petition of SBC Communications, Inc. for Forbearance
from the Application of Title II Common Carrier Regulation to IP Platform Services,
20 FCC Rcd 9361 (2005). The issue on remand is whether the Commission should
grant a petition filed by SBC Communications under 47 U.S.C. § 160(c) seeking for-
bearance from application of Title II regulation to IP platform services.

Quwest Communications v. FCC, 398 F.3d 1222 (10th Cir. 2005), remanding In the
Matter of Federal-State Joint Board on Universal Service, 18 FCC Red 22559 (2003).
The issue on remand is the meaning of the term “reasonably comparable” in 47
U.S.C. §254(b)(3) as it relates to non-rural high cost universal service support.
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U.S. Telecom Ass’n v. FCC, 400 F.3d 29 (D.C. Cir. 2005), remanding In the Matter
of Telephone Number Portability, CTIA Petitions for Declaratory Ruling on Wireline-
Wireless Porting Issues, 18 FCC Red 23697 (2003). The remand order directed the
Commission to prepare a final regulatory flexibility analysis in accordance with 5
U.S.C. §604. In response to the remand, the Commission sought comment on a draft
regulatory flexibility analysis, 20 FCC Red 8616 (2005). Comments were received,
and the matter is pending.

Prometheus Radio Project v. FCC, 373 F.3d 372 (3rd Cir. 2004), remanding In the
Matter of 2002 Biennial Regulatory Review—Review of the Commission’s Broadcast
Ownership Rules, 18 FCC Red 13620 (2003). The remand order directed the Com-
mission to modify its methodology for setting numerical limits on local cross-media
ownership and on local television and radio station ownership. In response to the
remand, the Commission issued a further notice of proposed rulemaking, 21 FCC
Rcd 8834 (2006).

WorldCom, Inc. v. FCC, 288 F.3d 429 (D.C. Cir. 2002), cert. denied, 123 S.Ct. 1927
(2003), remanding In the Matter of Implementation of the Local Competition Provi-
sions in the Telecommunications Act of 1996, Intercarrier Compensation for ISP-
Bound Traffic, 16 FCC Red 9151 (2001). The issue on remand is whether calls made
to an Internet service provider in the caller’s local calling area are exempt from the
reciprocal compensation requirement in 47 U.S.C. § 251(b)(5).

GTE Service Corp. v. FCC, 224 F.3d 768 (D.C. Cir. 2000), remanding In the Mat-
ter of Policy and Rules Concerning Interstate Interexchange Marketplace, Implemen-
tation of Section 254(g) of the Communications Act of 1934, 14 FCC Red 391 (1998).
The issue on remand is whether the rate integration requirement in 47 U.S.C.
§ 254(g) applies to providers of commercial mobile radio service.

Question 17. Please list the proceedings subject to a pending petition for reconsid-
eration of a Commission order, for which the Commission has not addressed the
matters raised in the petition for reconsideration. Please provide the year in which
the petition for reconsideration was filed.

Answer. A response will be provided shortly under separate cover.

Question 18. Please list the proceedings subject to a pending application for re-
view of a Bureau or Office order, for which the Commission has not addressed the
matters raised in the application. Please provide the year in which the application
for review was filed.

Answer. A response will be provided shortly under separate cover.

Question 19. Please list the number of pending petitions for designation as an eli-
gible telecommunications carrier in which the following period has elapsed since the
Commission, Bureau or Office received the last formal round of public comments
(i.e., comments for which public notice was given in the Federal Register or by Pub-
lic Notice), without an intervening Commission, Bureau or Office order addressing
the merits of the proceeding? Please itemize these petitions in an attachment to
your response.

a. 6 months or more, but less than 1 year——

b. One year or more, but less than 2 years——

c. More than 2 years——

Answer. (Itemized in Attachment to Question 19.)

There are 31 CETC applications that have been pending with the Commission for
6 months or longer. I note that CETC payments have been growing at an aston-
ishing rate, over 101 percent per year since 2002. In 2000, CETCs received $1 mil-
lion in support. Based on recent USAC estimates, CETCs received almost $1 billion
last year. And, CETC support in 2007 is projected to be at least $1.28 billion. If the
Commission were to approve all pending CETC applications, CETC support could
be as high as $1.56 billion this year. The Federal-State Universal Service Joint
Board is currently considering what changes to make to address this issue and ex-
pects to make a recommendation within the next 30 days.

Eligible Telecommunications Carrier Designation Requests Number of Petitions
Pending 6 months or more, but less than 1 year 1
Pending 1 year or more, but less than 2 years 13
Pending more than 2 years 17
TOTAL 31

Question 20. Please list the number of pending petitions for a declaration of effec-
tive competition in which the following period has elapsed since the Commission,
Bureau or Office received the last formal round of public comments (i.e., comments



76

for which public notice was given in the Federal Register or by Public Notice), with-
out an intervening Commission, Bureau or Office order addressing the merits of the
proceeding? Please itemize these petitions in an attachment to your response.

a. 6 months or more, but less than 1 year

b. One year or more, but less than 2 years

c. More than 2 years.

Answer. (Itemized in Attachment to Question 20.)

Effective Competition Petitions Number of Petitions
Pending 6 months or more, but less than 1 year 5
Pending 1 year or more, but less than 2 years 45
Pending more than 2 years 7
TOTAL 52

Question 21. Please list the number of pending petitions for license renewal in
radio broadcasting, television broadcasting and wireless radio services (as defined
in 47 C.F.R. 1.907) in which the following period has elapsed since the filing of any
petition for renewal? Please itemize these petitions in an attachment to your re-
sponse.

a. 6 months or more, but less than 1 year

b. One year or more, but less than 2 years

c. More than 2 years.

Answer. (Itemized in Attachment to Question 21.)

For the past few years, the Media Bureau has received approximately 6000 li-
cense renewal applications per year. Of the 368 renewal applications that are over
2 years old, 152 are the subject of complaints alleging violations of the sponsorship
identification and/or indecency law and regulations. The Commission frequently en-
ters tolling agreements that allow the processing of renewal applications but ensure
that the Commission retains its ability to enforce its rules should it find a violation
occurred. The Commission has taken steps to ensure that these applicants are
aware of this option.

Radio and Television Broadcasting Number of Petitions
Pending 6 months or more, but less than 1 year 578
Pending 1 year or more, but less than 2 years 1,068
Pending more than 2 years 368+
TOTAL 2,014

*For the past few years, the Media Bureau has received approximately 6000 license renewal applications per year.

Wireless Radio Services Number of Petitions
Pending 6 months or more, but less than 1 year 53
Pending 1 year or more, but less than 2 years 5
Pending more than 2 years 22
TOTAL 80

Question 22. As you know, FCC rules (47 C.F.R. 54.724) require the Wireline
Competition Bureau to act on appeals from the USF Administrator within 90 days,
subject to a potential 90 day extension. The Commission may also further extend
the time period for action. Please list the number of appeals from decisions of the
USF Administrator in which the following period has elapsed since filing of the ap-
peal, without an order extending the time period for action? Please separately list
the number of appeals for which an extension order was issued, but for which the
following period has elapsed since filing of the appeal. Please separately enumerate
appeals with respect to USF contribution, high cost support, school and libraries
support, rural health care support and low-income support.

a. More than 90 days, but less than 6 months

b. 6 months or more, but less than 1 year

c. One year or more, but less than 2 years

d. More than 2 years.



Answer. There were 712 schools and libraries appeals pending when I assumed
the Chairmanship. Since this time, however, the Commission acted upon nearly 600
appeals and has several additional items in front it for consideration.

Schools and Libraries Support Extension Order | No Extension Order | morar,
More than 90 days, but less than 6 months 0 96 96
6 months or more, but less than 1 year 0 126 126
One year or more, but less than 2 years 0 158 158
More than 2 years 111 47 158
TOTAL 111 427 538%*
*Since I became Chairman, we have acted upon nearly 600 applications.
Rural Health Care Support Extension Order | No Extension Order | morar,
More than 90 days, but less than 6 months 0 0 0
6 months or more, but less than 1 year 0 2 2
One year or more, but less than 2 years 0 2 2
More than 2 years 0 0 0
TOTAL 0 4 4
USF Contribution Extension Order | No Extension Order | mpopar,
More than 90 days, but less than 6 months 0 2 2
6 months or more, but less than 1 year 0 13 13
One year or more, but less than 2 years 0 7 7
More than 2 years 0 4 4
TOTAL 0 26 26
High Cost Support Extenslieoans eOrder No Ext(;nes;gg Order TOTAL
More than 90 days, but less than 6 months 0 0 0
6 months or more, but less than 1 year 0 0 0
One year or more, but less than 2 years 0 0 0
More than 2 years 0 1 1
TOTAL 0 1 1

There are no pending appeals for Low Income Support
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Question 23. Please list all the proceedings during your service as Chairman in
which an order was released by the Commission more than 30 days following the
adoption of the order by the Commission.

Answer.
FCC Number Title of Item

06-180 Implementation of Section 621(a)(1) of the Cable Communications Policy
Act of 1984 as amended by the Cable Television Consumer Protection
Act of 1992 (R&O)

06-121 Application of Paxson Communications License Co., LLC and Univision
Communications, Inc., for consent to the assignment of the license for
Station KTFF(TV), Porterville, CA. (MO&O)

06-117 Implementation of Section 629 of the Consolidated Appropriations Act,
2004 (National Broadcast Television Ownership) (Order)

06-177 Premio, Inc., Notice of Debarment (Order)

06-126 NextiraOne LLC, Notice of Debarment and Order denying waiver peti-
tion (Order)

06-66 Request for Limited Waiver—United States Cellular Corporation
(Order)

06-65 Request of Centennial Communications Corp. for Limited Waiver/Exten-
sion of Location-Capable Handset Penetration Deadline (Order)

06-64 Alltel Corporation Petition For Limited Waiver of Location-Capable
Handset Penetration Rule (Order)

06-61 Petition for Limited Waiver and Brief Extension of Leap Wireless Inter-
national, Inc. and Qwest Wireless, LLC Request for Limited Waiver of
Automatic-Location-Information-Capable Handset Penetration Re-
quirements (Order)

06-60 Request for Waiver of Location-Capable Handset Penetration Rule By
Verizon Wireless (Order)

06-59 Joint Petition of CTIA and the Rural Cellular Association for Suspen-
sion or Waiver of the Location-Capable Handset Penetration Deadline
(Order)

06-132 Mid-Rivers Telephone Cooperative, Inc. (R&O)

06-122 Application for Transfer of Control of Fox Television Stations, Inc.
(MO&O)

06-35 Establishment of the Public Safety and Homeland Security Bureau and
Other Organizational Changes (Order)

06-86 In the Matter of Biennial Regulatory Review of Regulation Adminis-
tered by the Wireline Competition Bureau (Order)

06-93 2006 Quadrennial & 2002 Biennial Regulatory Review—Review of the
Commission’s Broadcast Ownership Rules (FNPRM)

05-170 Petition of Qwest Corporation for Forbearance Pursuant to 47 U.S.C.
160(c) in the Omaha Metropolitan Statistical Area (MO&O)

05-150 Appropriate Framework for Broadband Access to the Internet over
Wireline Facilities (WC Docket No. 05-271) (R&O)

05-153 Communications Assistance for Law Enforcement Act and Broadband
Access and Services (R&O)
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Question 24. Please list the number of orders released by the Commission, its Bu-
reaus or Offices during the month prior to our February 1 hearing (January 2007).
Please also list the number of orders released by the Commission, its Bureaus or
Offices for each month during the last 6 months of 2006.

Answer.

Bureau/Office Jan07 | Dec06 | Nov06 | Oct06 | Sept0s | Augo6 | Julyos | TOTAL
CGB 44 19 43 76 301 38 3 524
EB 174 75 96 137 153 135 148 918
B 6 7 2 0 1 0 1 17
MB 149 91 85 99 100 80 120 724
OET 2 0 1 1 1 3 1 9
0GC 0 0 0 1 0 0 0 1
OMD 0 0 0 0 0 0 1 1
PSHSB* 25 4 4 0 1 34
WCB 11 11 7 10 10 19 3 71
WTB 161 82 73 123 72 75 65 651
TOTAL 572 289 311 447 639 350 342 2,950

*PSHSB established in September 2006

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. JOHN F. KERRY TO
HoN. KEVIN J. MARTIN

Question 1. The President has promised ubiquitous broadband by year-end 2007.
Are we on pace to achieve that goal? What is our current ranking in the world for
broadband deployment? Why do we continue to fall behind other industrialized
countries? What is the Administration’s broadband strategy? Will those measures
alone get us to total ubiquitous broadband by year-end 2007? What additional meas-
ures should Congress take to ensure ubiquitous broadband?

Answer. Encouraging the deployment of broadband infrastructure is a top pri-
ority. Since I arrived at the Commission in July 2001, high-speed lines in the U.S.
have gone from more than 9 million to nearly 65 million. According to the Commis-
sion’s most recent data, high-speed connections increased by 26 percent in the first
half of 2006 and by 52 percent for the full year ending June 30, 2006.

An independent study by Pew confirmed this trend, finding that from March 2005
to March 2006, overall broadband adoption increased by 40 percent—from 60 to 84
million—twice the growth rate of the year before. The study found that, although
overall penetration rates in rural areas still lags behind urban areas, broadband
adoption in rural America also grew at approximately the same rate (39 percent).

Perhaps most importantly, the Pew study found that the significant increase in
broadband adoption was widespread and cut across all demographics. According to
their independent research:

e broadband adoption grew by almost 70 percent among middle-income house-
holds (those with incomes between $40,000 and $50,000 per year);

e broadband adoption grew by more than 120 percent among African Americans;

e broadband adoption grew by 70 percent among those with less than a high
school education; and

e broadband adoption grew by 60 percent among senior citizens.

According to the Pew study, the price of broadband service has also dropped in
the past 2 years. Specifically, the Pew Report found that between February 2004
and December 2005, the average price for high-speed service declined from $39 per
month to $36 per month. Currently, Verizon and Comcast each offer promotional
broadband packages for $19.99 per month, for example, and AT&T and BellSouth
have committed to providing new retail broadband customers a $10 a month
broadband Internet access service throughout the combined region.

The United States is the largest broadband market in the world with over 56 mil-
lion broadband subscribers according to the Organization for Economic Co-operation
and Development (OECD). The OECD currently ranks the U.S. as 12th in the world
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in terms of broadband penetration. It is important to note, however, that the OECD
does not adjust for factors including population density, which puts a country as
large as ours with sizable rural areas at a significant disadvantage. For instance,
New Jersey has a similar population density as Korea, ranked 4th, yet has a higher
penetration rate (30 subscribers per 100 residents, versus 26 for Korea). Neverthe-
less, our current standing of 12th is not good enough. We must continue to build
on our efforts to encourage competition, speed broadband deployment, and lower
prices for consumers.

The Commission has worked hard to create a regulatory environment that pro-
motes investment and competition. We have taken actions to ensure that there is
a level playing field that fosters competition and investment in broadband infra-
structure. The Commission has also removed legacy regulations like tariffs and price
controls that discouraged providers from investing in broadband networks. More re-
cently, the Commission took action under section 621 of the Act, to ensure that local
franchising authorities do not unreasonably refuse to award new video service pro-
viders the franchises they need to compete against incumbent cable operators.

In the wireless area, the Commission has made a significant amount of spectrum
available on both a licensed and unlicensed basis that can be used to provide
broadband service in municipalities, rural areas and across the Nation. For exam-
ple, on the licensed side, we completed an auction of 90 megahertz of spectrum for
advanced wireless services that generated the largest-ever receipts totaling nearly
14 billion dollars. We have also taken steps to completely reconfigure nearly 200
megahertz of spectrum in the 2.5 GHz region to create new broadband opportuni-
ties.

On the unlicensed side, the Commission completed actions necessary to make
available 255 MHz of unlicensed spectrum in the 5 GHz region—nearly an 80 per-
cent increase—that will fuel the deployment of Wi-Fi well into the future. And, last
fall, the Commission initiated a proceeding to resolve technical issues associated
with “white spaces” so that low power devices designed to operate on the unused
television frequencies may reach the market with the completion of the DTV transi-
tion.

We will continue to encourage deployment of broadband from all providers using
a variety of technologies. As wireless technologies become an increasingly important
platform for broadband access, it is critical to ensure that there is adequate spec-
trum available for providing broadband service. Spectrum auctions will continue to
be an important part of our strategy for facilitating the build-out of mobile
broadband networks. For example, the upcoming auction of spectrum in the 700
MHz region is well suited for the deployment of broadband services.

The Commission is also considering an order that would classify wireless
broadband Internet access service as an information service. This action would
eliminate unnecessary regulatory barriers for service providers. This classification
also would clarify any regulatory uncertainty and establish a consistent regulatory
framework across broadband platforms, as we have already declared high-speed
Internet access service provided via cable modem service, DSL, and BPL to be an
information service. This action is particularly timely in light of the recently auc-
tioned AWS-1 spectrum for wireless broadband and our upcoming 700 MHz auction.

The Commission will continue to look for new and innovative ways to facilitate
broadband deployment. We are committed to furthering the universal availability
and adoption of affordable broadband services. To the extent that Congress passes
legislation that enables the Commission to take action to further encourage the de-
ployment of broadband in all areas of the country, the Commission will do every-
thing in its power to faithfully and effectively implement it.

Question la. Recent telecommunications mergers have required that providers
offer naked DSL so that consumers are able to purchase a broadband pipe separate
from their other services. Should such a requirement be extended to other compa-
nies that provide broadband services?

Answer. Although this condition provides consumers additional flexibility when
purchasing broadband services, it was a voluntarily commitment made to by AT&T
and Verizon. Accordingly, this condition is not a general statement of Commission
policy and does not alter Commission precedent or bind future Commission policy
or rules.

Question 2. Fifteen months ago, when you reported to the Congress on the state
of retransmission consent in connection with the mandates of SHVERA, you indi-
cated that cash has not emerged as a factor in negotiations and that generally, the
process was working well. Do you still agree with that assessment? Is it true that
broadcasters are increasingly receiving cash compensation for retransmission con-
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sent? If so, what are the potential end results of this trend? What is the FCC’s au-
thority in this area?

The FCC has recently imposed baseball-style arbitration as an efficient way to re-
solve programming disputes. In that context, the FCC has prohibited parties from
dropping programming while the dispute is pending. Is this an effective means for
resolving disputes? If so, should baseball-style arbitration be expanded in the re-
transmission consent context?

Answer. The retransmission consent rules are part of a carefully balanced com-
bination of laws and regulations governing carriage of television broadcast signals,
with the must-carry and retransmission consent regimes complementing one an-
other. Broadcast mandatory carriage rights, which promote localism and ensure the
viability of free, over-the-air television, complement the retransmission consent re-
gime. Together, must-carry and retransmission consent provide that all local sta-
tions are assured of carriage even if their audience is small, while also allowing
more popular stations to seek compensation {cash or in-kind) for the audience their
programming will attract for the cable or satellite operator. Must-carry alone might
fail to provide stations with the opportunity to be compensated for their popular
programming. Retransmission consent alone might not preserve local stations that
have a smaller audience yet still offer free over-the-air programming and serve the
public in their local areas.

Because retransmission consent involves private contractual negotiations, the
Commission does not gather statistics regarding the amount or type of compensation
resulting from retransmission consent agreements. Anecdotal evidence suggests that
cash payments, although rare in the past, are becoming much more common. Hearst
Argyle Television Inc., for example, reported a $2.1 million increase in retrans-
mission revenues for the three-month period ending Sept. 30, 2006. Sinclair Broad-
cast Group reported a $2.8 million increase in revenue from retransmission and
other fees for the nine-month period ending Sept. 30, 2006.

The Commission currently has limited authority to dictate or place limits on the
terms of retransmission consent. The FCC concluded in 2000 that the Communica-
tions Act does not permit it to require agreement between parties to a retrans-
mission consent negotiation, or to force them to do anything other than meet to ne-
gotiate “in an atmosphere of honesty, purpose and clarity of process.” In that same
order, the Commission addressed the suggestion made by certain parties that the
insistence on cash payments in exchange for retransmission consent should be a per
se violation of the good faith negotiation requirement. The Commission disagreed,
stating that “. . . to arbitrarily limit the range or type of proposals that the parties
may raise in the context of retransmission consent will make it more difficult for
broadcasters and [programming distributors] to reach agreement. By allowing the
greatest number of avenues to agreement, we give the parties latitude to craft solu-
tions to the problem of reaching retransmission consent.”

As you note, the Commission has imposed a binding arbitration condition in ap-
proving two merger transactions. Baseball-style arbitration was chosen over other
forms of arbitration because it was considered the most likely to lead to reasonable
offers from both parties as well as enhancing the possibility of a mutually agreed-
upon settlement prior to arbitration.

While I generally have concerns about intervening in private negotiations, I recog-
nize that the failure of a broadcaster and a cable operator to reach a retransmission
consent agreement harms not just the broadcaster and the cable operator but all
of the viewers affected by the removal of a station’s signal from their cable system.
If Congress believes the retransmission consent process needs reformation, it could
give the Commission the authority to order arbitration of retransmission consent
disputes by the Media Bureau, and require carriage during the arbitration process.
To ensure that such arbitration process reaches a fair result in the context of the
broader industry, the Commission would also need to be sure that it had the tools
necessary to obtain similar pricing information from other broadcasters, cable opera-
tors and programmers. Without access to such information, it would be difficult for
the Commission to determine whether offers from either party are appropriate.

Question 3. The program access rules are designed to prevent vertically integrated
companies that own content from favoring their own distribution pipes. Are the pro-
gram access rules effectively carrying out their mission? Is the programming market
competitive enough to allow the program access rules to sunset in October, as cur-
rently scheduled?

We understand that, on average, the FCC appears to take many months to resolve
a program access complaint. Is this true? If yes, why does it take so long? Should
complaints be resolved within an established time frame?
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Answer. The program access rules prevent a programmer owned by affiliated with
a cable operator from favoring that cable operator. In this way, the rules promote
video competition.

Access to the programming that consumers want is critical to new entrants.
Today, the Commission’s program access rules generally prohibit exclusive contracts
between cable operators and programmers in which the cable operators have an at-
tributable interest. Unless the Commission takes action, this prohibition will sunset
next year. The Commission recently issued a Notice of Proposed Rulemaking to de-
termine whether to allow the program access exclusivity prohibition to sunset later
this year. I generally agree that this rule has been important, but because there is
no record yet amassed in this proceeding, it would be premature to comment on
whether or not the exclusivity prohibition should be allowed to sunset.

In the NPRM noted above, the Commission also requests information on the cur-
rent program access rules and regulations, including those governing the program
access complaint process. Today, the resolution of program access complaints can
take several months. I agree that complaints should be resolved within established
time frames. The Commission already has in place processing time lines for program
access complaints that provide for resolution of certain complaints within 5 months
of submission of complaints and other complaints within 9 months. However, given
the length of time these guidelines allow for resolution of complaints, the NPRM ex-
pressly seeks comment on whether revised time limits would improve the existing
program access complaint procedures.

Question 4. It has been eleven years since enactment of the 1996 Telecommuni-
cations Act that opened the floodgates of media consolidation in the radio industry.
In terms of viewpoint diversity and localism, is American radio better or worse than
it was in 1996? What has the impact of consolidation been on recording artists? How
has consolidation impacted the public’s ability to hear local music and news on the
airwaves? How has the radio marketplace changed on account of the arrival of inno-
vative music delivery options?

Answer. Consumers rely upon the media for news, information, and entertain-
ment. Our policies need to continue to preserve and promote localism and diversity
in the media. At the same time, we must balance the concerns about too much con-
solidation and too little choice with appropriate consideration of the changes and in-
novation that are taking place in the media marketplace.

The extent to which our current radio ownership rules promote diversity, localism
and competition is one of the key issues raised in the periodic review of our media
ownership rules and broadcast localism proceedings. We have received comments on
all sides of this issue.

Some commenters assert a failure on the part of radio stations to meet their obli-
gations to air sufficient programming that is responsive to local needs and interests.
These commenters assert that financial considerations, in combination with the re-
laxation of the broadcast ownership rules, have resulted in a critical decrease in the
quality and quantity of responsiveness of licensees to the needs and interests of the
communities they serve. Others disagree, noting that many broadcasters devote sig-
nificant amounts of time and resources to airing programming responsive to the
needs and interests of the communities.

We also have received many comments on the changes to the radio marketplace
since the passage of the Telecommunications Act of 1996. Some argue that new
services and devices compete directly with broadcast radio while others argue that
they do not.

As part of our quadrennial review, we have commissioned a number of economic
studies. One study, “Station Ownership and Programming in Radio”, will use sta-
tion-level data to examine how ownership structures affect the programming and
audiences of radio stations. The results of this study and another study concerning
radio, “Radio Industry Review: Trends in Ownership, Format, and Finance”, should
provide the Commission with more information on whether and, if so, how owner-
ship gnd changes in the radio market affect the programming and news available
on radio.

Finally, in connection with the Commission’s media ownership and localism pro-
ceedings, we are conducting hearings around the country to solicit public comment
and to engage the American people in the process of reviewing the status of the
media marketplace. One recent hearing, held in Nashville, focused on the general
state of the music and radio industries. The Commission’s efforts to collect a thor-
ough public record will continue in the months ahead, with three more ownership
hearings, and two additional hearings specifically focused on localism.

Once our hearings and studies are complete, we will be in a better position to
speak to both the impact of consolidation and how the radio marketplace has
changed.
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Question 4a. The station license renewal process is often a pro forma process that
entails little more than the periodic updating and filing of existing forms. Can this
process be strengthened to ensure more robust station compliance with localism re-
quirements?

Answer. In 1996, Congress changed the standards for renewal of broadcast station
licenses to provide that “the Commission shall grant” a station’s renewal application
if it finds that, during the preceding license term, (1) “the station served the public
interest, convenience, and necessity,” (2) “there have been no serious violations by
the licensee of this Act or the rules and regulations of the Commission,” and (3)
“there have been no other violations by the licensee of this Act or the rules and reg-
u]loations of the Commission which, taken together, would constitute a pattern of
abuse.”

In preparing and submitting license renewal applications, broadcast licensees
must certify their compliance during the previous license term with a number of
substantive requirements of the Communications Act and the Commission’s Rules.
If a licensee cannot so certify, the license renewal form requires it to disclose all
such violations. Applicants also must certify that the station’s local public inspection
file is complete and has been properly maintained during the previous license term.

Our rules include the requirement that a station locate its main studio in or near
to the community of license and make its public inspection file available for inspec-
tion to any requesting member of the public. Main studios must be open to the pub-
lic during regular business hours, and stations are required to maintain a local
phone line for use by the public. Every station also is required to prepare quarterly
issues/programs lists that outline the significant issues facing the community and
what programs the licensee aired covering those issues, and to place copies of these
lists in its public file within 10 days of the end of each quarter. In addition, commer-
cial television stations must place in their public file quarterly reports identifying
the programs broadcast to serve the informational and educational needs of children
ages 16 years and under. Stations also must retain all listener or viewer letters in
their public files. As part of the renewal process, any interested party may review
a station public file, including these materials.

The Commission’s rules also require each station to provide a series of local public
notices regarding the station’s license renewal process advising members of the pub-
lic that they have the opportunity to file with the Commission petitions to deny the
renewal application and advising them of the location of the station’s public file.
These notices begin 6 months prior to the expiration of the station’s license term.
Our rules apply the same renewal period and license expiration date for all radio
and television stations licensed to communities in the same state.

The Commission is always looking for ways to improve its processes. For example,
the Commission has before it a Report and Order that would adopt a standardized
form for the quarterly reporting of programming aired in response to issues facing
a station’s community. These requirements would ensure that the public had more
and better information with which to evaluate whether a broadcaster has met its
public interest obligations.

Question 4b. According to recent press accounts, the FCC has conducted an inves-
tigation on payola and is on the cusp of reaching a consent decree on the issue.
Based on your findings, to what degree has payola impacted radio play lists in the
past few years, and what steps can the Commission take to effectively address this
problem in a meaningful and enforceable manner?

Answer. The Commission has a number of investigations pending regarding the
alleged exchange of money, goods, or services for radio airplay of music or other ma-
terial without the station’s airing of a sponsorship identification announcement, i.e.,
payola. Four consent decrees with major broadcast groups are currently circulating
among the Commissioners. Each would impose a significant fine and require adher-
ence to a compliance plan designed to ensure that violations do not occur in the fu-
ture. Through strong enforcement action, in the form of forfeiture proceedings, con-
sent decrees or by other means, the Commission can provide clear guidance to li-
censees and send a strong message that payola will not be tolerated.

Question 5. In your view, is there a lack of adequate independent programming
on television and radio? If yes, are you concerned about the trend? Do you think
independent programming is important for diversity, competition, consumer pricing
and choice?

Has vertical integration in the current television environment impacted the avail-
ability of independent programming? What can the FCC do to help ensure that di-
versity of information, which Congress has said is of the “highest order of impor-
tange,” is preserved and that independent television programmers are not wiped
out?
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Since the early 1990s, the television production and distribution marketplace has
undergone unparalleled vertical consolidation of content and distribution by the
broadcast networks. How this consolidation resulted in a decline in the diversity of
sources producing content on the Nation’s broadcast networks? Is it true that more
than 75 percent of the 2007 prime-time lineup is dominated by programming pro-
duce({;')l by the broadcast networks themselves—as compared to about 30 percent in
19937

In a vertically-integrated media world, what steps can the Commission take to
preserve diversity in prime-time broadcast television? Does the Commission have
the authority to impose a minimum independent production requirement?

Answer. Independent programming is important for diversity, competition, con-
sumer pricing, and choice. The issue of whether there is an adequate amount of
independent programming on television and radio was a key topic at our first public
hearing on Media Ownership in Los Angeles. There, members of the creative com-
munity and others presented their views on the impact of consolidation in television
and radio on the production and availability of independent programming. Many of
the participants in this hearing and a number of commenters have expressed con-
cerns that there is a lack of independent programming on television and radio. On
the other side, members of the broadcast industry have asserted that they have fi-
nancial incentives to air the programming that their audiences want to hear and
watch, be it independent programming or affiliated programming.

As part of our quadrennial review, the Commission is committed to ensuring that
our media ownership rules further the three interests of competition, localism and
diversity. We have contracted for an independent economist to specifically look at
the issue of vertical integration in the media industry. The results of this study
hopefully will provide the Commission with more information on whether and, if so,
how ownership affects independent programmers’ access. Among other things, the
study will enable us to quantify the amount of independent programming in broad-
cast networks’ prime-time lineups. Two other independent studies will specifically
look at the issue of minority ownership in the media.

In terms of steps the Commission can take to preserve diversity in broadcast tele-
vision lineups, one idea is to allow small and independently-owned businesses to
enter the broadcast industry by leasing some of an existing broadcaster’s spectrum
to distribute their own programming. Conversion to digital operations enables
broadcasters to fit a single channel of analog programming into a smaller amount
of spectrum. Often, there is additional spectrum left over that can be used to air
other channels of programming. Small and independently owned businesses could
take advantage of this capacity and use a portion of the existing broadcasters’ dig-
ital spectrum to operate their own broadcast channel. This new programming sta-
tion would then obtain all the accompanying rights and obligations of other broad-
cast stations, such as public interest obligations and carriage rights.

Finally, I believe that the offering of programming services by MVPDs on a more
a la carte basis would enable consumers to better express their programming pref-
erences. In addition, it would provide consumers with greater choice and the ability
to manage the size of their cable bills.

Question 6. Last fall, the Commission moved forward with a rulemaking designed
to make productive use of the white spaces. This followed a 2004 rulemaking pro-
ceeding in which the FCC focused on unlicensed options. One of the most attractive
features of unlicensed access is its affordability and low barriers to entry. I was
pleased to hear you suggest at the February 1, 2007 hearing that licensing the
white space is not a viable option because of technical barriers and other problems.
Can you confirm that Commission is not reopening the question of whether to li-
cense these airwaves?

Answer. In the First Report and Order and Further Notice of Proposed Rule Mak-
ing adopted in October 2006, the Commission stated that it would continue to focus
on low power devices operating in the TV bands on an unlicensed basis. However,
the Commission noted that a number of parties suggested that, if new wireless oper-
ations are permitted in the TV bands, they should be on a licensed, rather than an
unlicensed, basis. It therefore sought comment on whether new low power oper-
l2;:\’tio.ns in the TV bands should be permitted on a licensed, unlicensed, or hybrid

asis.

The Commission identified a number of issues that would have to be addressed
if low power operations in the TV bands were permitted on a licensed basis, includ-
ing the rights and obligations of licensees, the allocation status of low power li-
censed operations, the appropriate interference avoidance mechanisms, whether li-
censing should be exclusive or non-exclusive, and the size of licensees’ service areas.
It also sought comment on the technical, operation, legal, or economic costs associate
with the licensed, unlicensed and hybrid options, as well as the advantages and dis-
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advantages of each. Parties filed comments supporting both licensed and unlicensed
operations.

Generally, the licensed model tends to work best when spectrum rights are (1)
clearly defined, (2) exclusive, (3) flexible, and (4) transferable. When spectrum rights
lack these attributes, potential licensees face uncertainty and may lack incentive to
invest in a license or offer service.

In those circumstances, the unlicensed model may better optimize spectrum ac-
cess and utilization. As I indicated in my testimony, I believe there would be signifi-
cant difficulties in making this spectrum available on a licensed basis, such as the
need to precisely define the locations of the White Spaces as well as define the
rights of new licensees vis-a-vis existing licensed services, including wireless micro-
phones. We are planning to make a decision in the TV White Spaces proceeding
later this year, including the issue of licensed versus unlicensed use.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. BYRON L. DORGAN TO
HoN. KEVIN J. MARTIN

Question 1. Chairman Martin, you committed to hold six public hearings in the
media ownership proceeding and so far two have been held. When and where can
we expect the next four hearings to be announced?

Answer. The media ownership public hearings are being held in geographically di-
verse locations around the country. Thus far, the Commission has conducted three
hearings: Los Angeles/El Segundo, California on October 3, 2006; Nashville, Ten-
nessee on December 11, 2006; and Harrisburg, Pennsylvania on February 23, 2007.

The Commission currently is in the process of planning the other three hearings.
At this time, no final decisions have been made concerning the dates and locations
of the remaining hearings.

Question 2. Chairman Martin, I understand that you have announced 10 studies
to be completed in a variety of issues. Will these studies be subject to peer review
and independent analysis?

Answer. Each study will be subject to peer review and analysis in accordance with
OMB guidelines and requirements. In addition, each study will be put out for public
comment and review.

Question 3. Eleven years after Congress passed the 1996 Telecommunications Act
that opened the floodgates of media consolidation in the radio industry is American
radir)o better or worse than it was in 1996 in terms of viewpoint diversity and local-
ism?

Answer. The extent to which our current radio ownership rules promote diversity,
localism and competition is one of the key issues raised in the periodic review of
our media ownership rules and broadcast localism proceedings. We have received
comments on all sides of this issue. Some commenters assert a failure on the part
of radio stations to meet their obligations to air sufficient programming that is re-
sponsive to local needs and interests. These commenters assert that financial con-
siderations, in combination with the relaxation of the broadcast ownership rules,
have resulted in a critical decrease in the quality and quantity of responsiveness
of licensees to the needs and interests of the communities they serve. Others dis-
agree, noting that many broadcasters devote significant amounts of time and re-
sources to airing programming responsive to the needs and interests of the commu-
nities.

We also have received many comments on the changes to the radio marketplace
since the passage of the Telecommunications Act of 1996. Some argue that new
services and devices compete directly with broadcast radio while others argue that
they do not.

As part of our quadrennial review, we have commissioned a number of economic
studies. One study, “Station Ownership and Programming in Radio”, will use sta-
tion-level data to examine how ownership structures affect the programming and
audiences of radio stations. The results of this study and another study concerning
radio, “Radio Industry Review: Trends in Ownership, Format, and Finance”, should
provide the Commission with more information on whether and, if so, how owner-
ship (alnd changes in the radio market affect the programming and news available
on radio.

Finally, in connection with the Commission’s media ownership and localism pro-
ceedings, we are conducting hearings around the country to solicit public comment
and to engage the American people in the process of reviewing the status of the
media marketplace. One recent hearing, held in Nashville, focused on the general
state of the music and radio industries. The Commission’s efforts to collect a thor-
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ough public record will continue in the months ahead, with three more ownership
hearings, and two additional hearings specifically focused on localism.

Once our hearings and studies are complete, we will be in a better position to
speak to both the impact of consolidation and how the radio marketplace has
changed.

Question 4. How has consolidation impacted the public’s ability to hear local music
and local news on the airwaves?

Answer. We have received many complaints about the impact of media ownership
on the public’s ability to hear local music and local news on the airwaves. The im-
pact of the current radio ownership rules on diversity, localism and competition is
one of the key issues raised in the periodic review of our media ownership rules and
broadcast localism proceedings. The extent to which broadcasters air local content
is an issue frequently raised by commenters and is being addressed in two of the
economic studies we have commissioned. The Commission’s efforts to collect a thor-
ough public record will continue in the months ahead, with three more ownership
hearings, and two additional hearings specifically focused on localism. Once our
hearings and studies are complete, we will be in a better position to speak to both
the impact of consolidation and how the radio marketplace has changed.

Question 5. Even with the existence of net neutrality conditions on AT&T, are
there rules in place to ensure that other broadband providers do not discriminate
against Internet content, services or applications? Given the rulings on information
servic%s, is it even clear that the FCC has authority to act if such discrimination
occurs?

Answer. Although the Commission has not adopted any rules, in August 2005, the
Commission adopted an Internet Policy Statement “to ensure that broadband net-
works are widely deployed, open, affordable, and accessible to all consumers.” Spe-
cifically, the Commission adopted the four following principles:

e To encourage broadband deployment and preserve and promote the open and
interconnected nature of the public Internet, consumers are entitled to access
the lawful Internet content of their choice.

e To encourage broadband deployment and preserve and promote the open and
interconnected nature of the public Internet, consumers are entitled to run ap-
plications and use services of their choice, subject to the needs of law enforce-
ment.

e To encourage broadband deployment and preserve and promote the open and
interconnected nature of the public Internet, consumers are entitled to connect
their choice of legal devices that do not harm the network.

e To encourage broadband deployment and preserve and promote the open and
interconnected nature of the public Internet, consumers are entitled to competi-
tion among network providers, application and service providers, and content
providers.

The Commission, under Title I of the Communications Act, has the ability to
adopt and enforce the net neutrality principles it announced in the Internet Policy
Statement. The Supreme Court reaffirmed last year that the Commission “has juris-
diction to impose additional regulatory obligations under its Title I ancillary juris-
diction to regulate interstate and foreign communications.” National Cable &
Telecomm. Ass’n v. Brand X Internet Services, 125 S. Ct. 2688, 2696 (2005) (Brand
X). Indeed, the Supreme Court specifically recognized the Commission’s ancillary ju-
risdiction to impose regulatory obligations on broadband Internet access providers.
Brand X, 125 S. Ct at 2708 (“[TThe Commission remains free to impose special regu-
latory duties on facilities-based ISPs under its Title I ancillary jurisdiction. In fact,
it has invited comment on whether it can and should do so.”).

Although the Commission did not adopt net neutrality rules, the Commission has
the ability to take appropriate steps where needed. For example, when we learned
that a particular phone company was blocking access to a competing VoIP provider,
we opened an investigation and negotiated a consent decree that made the company
cease discriminating and pay a fine. The Commission will not hesitate to take simi-
lar action, to the extent necessary, in the future.

Question 6. In an environment of industry consolidation and technological integra-
tion, what role do you see the FCC playing to ensure nondiscriminatory access to
infrastructure, content, roaming, spectrum and rights-of-way?

Answer. The FCC continues to play a critical role in ensuring nondiscriminatory
access in a variety of ways, and has continued to reexamine its role throughout the
competitive and technological developments in the industry. Within the broader
goals of its governing statutes, such as promoting competition, deregulating, and en-
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couraging broadband deployment, as well as the specific parameters of individual
provisions, the Commission has undertaken and continues to undertake a variety
of rulemaking, enforcement, and other administrative measures.

For example, section 251(c)(3) of the Act requires incumbent LECs to provide re-
questing telecommunications carriers nondiscriminatory access to network elements
on a unbundled basis at any technically feasible point on rates, terms, and condi-
tions that are just, reasonable, and nondiscriminatory. The Commission has issued
numerous orders addressing this statutory obligation.

And specifically, a number of Commission rules and policies are designed to pro-
vide nondiscriminatory access to essential assets that are necessary to the develop-
ment of a competitive marketplace that promotes both consumer choice and techno-
logical innovation. In the content area, for example, our program access rules hel
to ensure that competitive multichannel video programming distributors (“MVPDs”)
have access to popular programming services that are owned by cable operators on
nondiscriminatory terms and conditions. In addition, the Commission has estab-
lished program carriage regulations which are intended to ensure that independent
program vendors are treated fairly by all video programming distributors. The Com-
mission’s rules also require cable television system operators to set aside channel
capacity for leasing to unaffiliated programmers on terms and conditions subject to
Commission oversight.

The Commission also recently adopted regulations which prohibit local franchising
authorities from unreasonably refusing to award competitive franchises for the pro-
vision of cable services. These rules will work to ensure that entities seeking to pro-
vide competitive video programming services to consumers will have nondiscrim-
inatory access to local rights-of-way. Further, the Commission will soon examine
whether and, if so, how competitive video providers are blocked from offering service
to consumers who reside in apartment houses and other multi-dwelling unit build-
ings.

Regarding roaming, since 1996, the Commission has required that cellular, PCS,
and certain SMR providers make manual roaming service available upon request to
customers of other carriers, provided that the roamers’ handsets are technically ca-
pable of accessing the roaming network. The Commission is currently examining
whether its roaming requirements should be modified given the current state of the
commercial mobile services market, including whether we should require carriers to
provide automatic roaming.

The Commission uses a variety of means to promote access to spectrum. In ad-
vance of the AWS-1 auction, the Commission took a number of measures to further
participation of small businesses and rural telephone companies (e.g., designated en-
tities) in the provision of wireless services. Shortly after I became Chairman in
2005, the Commission adopted a proposal to reconsider the AWS-1 band plan to ad-
dress the needs of smaller entities for more manageable spectrum blocks and geo-
graphic license areas. The order designated more spectrum for licensing over small-
er and rural geographic areas to promote access to AWS-1 spectrum by smaller car-
riers, new entrants, and rural telephone companies. It also broke portions of the
spectrum into smaller bandwidth sizes, or “blocks,” to facilitate access.

In addition to modifying the AWS-1 band plan, the Commission initiated a pro-
ceeding in early 2006 to consider whether we should modify our general competitive
bidding rules governing benefits reserved for designated entities. During our recon-
sideration of the AWS-1 service rules, some had expressed concern that bidding
credits intended for designated entities were instead benefiting companies with bil-
lions of dollars in revenues, who were partnering with small businesses to gain ac-
cess to the bidding credits. We initiated a review of our rules to consider ways to
curb these practices and subsequently adopted an order and applied it to the AWS—
1 auction that strengthened our unjust enrichment rules, leasing requirements, re-
porting obligations, and auditing to better deter entities from attempting to cir-
cumvent our designated entity eligibility requirements.

Going forward, I believe the Commission should use its experience in the AWS—
1 auction as a guide in completing our reexamination of the rules applicable to our
upcoming auction of 700 MHz spectrum. I believe we should reconfigure this spec-
trum to provide for smaller geographic licensing areas similar to the AWS-1 band
plan. Providing for smaller license areas would likely make it easier for designated
entities and other smaller companies to participate in the upcoming auction.

The Commission also continues to license new radio stations in the AM, FM, and
low power FM (“LPFM?”) services, and to facilitate the transition from analog to dig-
ital technology in the television industry. To promote entry into broadcast markets
in circumstances where the spectrum is required to be auctioned, the Commission
provides bidding credits to new entrants, including businesses owned by minorities
and women, that do not have an attributable ownership interest in more than three
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mass media facilities. Under this policy, a new entrant with no attributable inter-
ests is eligible for a 35 percent bidding credit, while a new entrant with an attrib-
utable interest in three or fewer mass media facilities would be eligible for a 25 per-
cent bidding credit. In cases where an auction cannot be used, such as NCE radio
and television service, the Commission employs objective selection criteria to deter-
mine the competing applicant that will be authorized to use the spectrum.

Finally, another idea the Commission is considering is to allow small and inde-
pendently owned businesses to enter the broadcast industry by leasing some of an
existing broadcaster’s spectrum to distribute their own programming. Conversion to
digital operations enables broadcasters to fit a single channel of analog program-
ming into a smaller amount of spectrum. Often, there is additional spectrum left
over that can be used to air other channels of programming. Small and independ-
ently owned businesses could take advantage of this capacity and use a portion of
the existing broadcasters’ digital spectrum to operate their own broadcast channel.
This new programming station would then obtain all the accompanying rights and
obligations of other broadcast stations, such as public interest obligations and car-
riage rights.

Question 7. Do you think that the current broadband market is sufficiently com-
petitive and robust in terms of broadband deployment? Does the FCC currently have
sufficient tools to even accurately determine whether Americans have access to
broadband?

Answer. Encouraging the deployment of broadband infrastructure is a top pri-
ority. Since I arrived at the Commission in July 2001, high-speed lines in the U.S.
have gone from more than 9 million to nearly 65 million. According to the Commis-
sion’s most recent data, high-speed connections increased by 26 percent in the first
half of 2006 and by 52 percent for the full year ending June 30, 2006.

An independent study by Pew confirmed this trend, finding that from March 2005
to March 2006, overall broadband adoption increased by 40 percent—from 60 to 84
million—twice the growth rate of the year before. The study found that, although
overall penetration rates in rural areas still lags behind urban areas, broadband
adoption in rural America also grew at approximately the same rate (39 percent).

Perhaps most importantly, the Pew study found that the significant increase in
broadband adoption was widespread and cut across all demographics. According to
their independent research:

e broadband adoption grew by almost 70 percent among middle-income house-
holds (those with incomes between $40,000 and $50,000 per year);

e broadband adoption grew by more than 120 percent among African Americans;

e broadband adoption grew by 70 percent among those with less than a high
school education; and

e broadband adoption grew by 60 percent among senior citizens.

According to the Pew study, the price of broadband service has also dropped in
the past 2 years. Specifically, the Pew Report found that between February 2004
and December 2005, the average price for high-speed service declined from $39 per
month to $36 per month. Currently, Verizon and Comcast each offer promotional
broadband packages for $19.99 per month, for example, and AT&T and BellSouth
have committed to providing new retail broadband customers a $10 a month
broadband Internet access service throughout the combined region.

The Commission has worked hard to create a regulatory environment that pro-
motes investment and competition. We have taken actions to ensure that there is
a level-playing that fosters competition and investment in broadband infrastructure.
The Commission has also removed legacy regulations like tariffs and price controls
that discouraged providers from investing in broadband networks. More recently,
the Commission took action under section 621 of the Act, to ensure that local fran-
chising authorities do not unreasonably refuse to award new video service providers
the franchises they need to compete against incumbent cable operators.

In the wireless area, the Commission has made a significant amount of spectrum
available on both a licensed and unlicensed basis that can be used to provide
broadband service in municipalities, rural areas and across the Nation. For exam-
ple, on the licensed side, we completed an auction of 90 megahertz of spectrum for
advanced wireless services that generated the largest-ever receipts totaling nearly
$14 billion. We have also taken steps to completely reconfigure nearly 200 mega-
hertz of spectrum in the 2.5 GHz region to create new broadband opportunities.

On the unlicensed side, the Commission completed actions necessary to make
available 255 MHz of unlicensed spectrum in the 5 GHz region, nearly an 80 per-
cent increase, that will fuel the deployment of Wi-Fi well into the future. And, last
fall, the Commission initiated a proceeding to resolve technical issues associated
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with “white spaces” so that low power devices designed to operate on unused tele-
vision frequencies may reach the market with the completion of the DTV transition.

We will continue to encourage deployment of broadband from all providers using
a variety of technologies. As wireless technologies become an increasingly important
platform for broadband access, it is critical to ensure that there is adequate spec-
trum available for providing broadband service. Spectrum auctions will continue to
be an important part of our strategy for facilitating the build-out of mobile
broadband networks. For example, the upcoming auction of spectrum in the 700
MHz region is well suited for the deployment of broadband services.

The Commission is also considering an order that would classify wireless
broadband Internet access service as an information service. This action would
eliminate unnecessary regulatory barriers for service providers. This classification
also would clarify any regulatory uncertainty and establish a consistent regulatory
framework across broadband platforms, as we have already declared high-speed
Internet access service provided via cable modem service, DSL and BPL to be infor-
mation services. This action is particularly timely in light of the recently auctioned
AWS-1 spectrum for wireless broadband and our upcoming 700 MHz auction.

The Commission will continue to look for new and innovative ways to facilitate
the deployment of broadband technologies. We are committed to furthering the uni-
versal availability and adoption of affordable broadband services.

Obtaining information that is useful to gauge deployment and consumer subscrip-
tion to broadband is an ongoing effort at the Commission. In order to gain an even
better picture of the extent of broadband deployment and consumer acceptance of
broadband, I have circulated a Notice of Proposed Rulemaking (NPRM) to the Com-
mission that asks questions about how we can obtain more specific information. In
particular, the NPRM asks questions about how we can obtain more specific infor-
mation about broadband deployment and consumer acceptance in specific geographic
areas and how we can combine our data with those collected at the state level or
by other public sources. By improving our data collection, we will be able to identify
nﬁre precisely those areas of the country where broadband services are not avail-
able.

I have also circulated our fifth inquiry under section 706 of the Telecommuni-
cations Act of 1996 into “whether advanced telecommunications capability is being
deployed to all Americans in a reasonable and timely fashion.” 47 U.S.C. § 157 nt.
In this Notice, we seek comment on all aspects of broadband availability, including
price and bandwidth speeds. In particular, we seek comment on whether, given the
evolution of technology and the marketplace, we should redefine the term “advanced
services” to require a higher minimum speed in one or both directions. Between
these two proceedings, it is my hope that the Commission will solicit the informa-
tion necessary to better assess the competitive progress in the broadband market.

Question 8. How do you envision universal service reform moving ahead to keep
the fund sustainable? I am concerned about proposals that would not require
broadband connections to pay into universal service, or reverse auction proposals
that advocate providing USF support in an auction type model to the least cost pro-
vider. Such proposals bring uncertainty to investment plans, and shift the universal
service standard from comparable to urban areas, to one that would just go to the
lower bidder, quality irrelevant. I understand that rural providers have expressed
concern about both proposals. Can you discuss the least cost provider issue, as well
as what possible distinctions exist to justify excluding broadband from paying into
USF—why shouldn’t a technology that uses and benefits from the network pay into
universal service?

Answer. I believe that a modern and high quality telecommunications infrastruc-
ture is essential to ensure that all Americans, including those living in rural com-
munities, have access to the economic, educational, and healthcare opportunities
available on a broadband network. Our universal service program must continue to
promote investment in rural America’s infrastructure and ensure access to tele-
communications services that are comparable to those available in urban areas
today, as well as provide a platform for delivery of advanced services. Indeed, in the
Federal-State Universal Service Joint Board’s (Joint Board) 2002 Recommended De-
cision, I urged the Commission to explore how, and to what extent, the Federal uni-
versal service support mechanism could assist the deployment of advanced services,
or at least the removal of barriers to such deployment, particularly in rural, remote
and high cost areas throughout the country.

Unfortunately, the discussion about using universal service to fund broadband is
being overshadowed by the uncontrolled growth in the fund as a result of sub-
sidizing multiple competitors to provide voice services in rural areas. Before the
Joint Board can make real progress on the true mission of universal service, ensur-
ing access to high quality communications services in rural areas of the country, it
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must act to address the growth in the fund caused by competitive eligible tele-
communications carriers. Specifically, CETC payments have been growing at a trend
rate of 101 percent per year since 2002. In 2000, CETCs received $1 million in sup-
port. Based on recent USAC estimates, CETCs received almost $1 billion in 2007.
And, CETC support in 2007 is estimated to be at least $1.28 billion.

Of course, any viable reverse auction proposal will need to address concerns that
the auctions might be won by service providers that have low costs, but offer poor
service quality. I am hopeful that these concerns can be addressed through an auc-
tion design that clearly defines the substantial obligations, including service re-
quirements of the auctions winner.

Although the use of reverse auctions is one way of limiting the growth of the fund,
I remain open to other ideas that could restrain growth and prioritize broadband
investment in underserved areas of the country. The Joint Board will be issuing rec-
ommendations on these issues in the near future.

Another aspect of universal service reform is examining the current contribution
methodology. Preserving the stability of the universal service contribution system is
one of the Commission’s most important responsibilities. Changes in technology and
increases in the number of carriers who are receiving universal service support have
placed significant pressure on the stability of the fund. Today, universal service con-
tributions are assessed on the interstate portion of end-user telecommunications
revenues of providers of telecommunications services and certain other providers of
telecommunications, such as interconnected Voice over Internet Protocol (VoIP).
support reforming the current contribution system and moving to a more competi-
tively and technology neutral system based on telephone numbers. Specifically, such
an approach would help maintain the stability of the fund by assessing all tech-
nologies used to make a phone call on a similar basis. Nevertheless, as the Commis-
sion reviews the various proposals to reform the current assessment system, it will
carefully weigh the record and examine the potential impact of any course of action
on all consumers.

Question 9. What is your view of making the deployment of advanced infrastruc-
ture that is fully capable of offering the wide array of broadband oriented services
the hallmark of our national universal service policy? Should universal service sub-
sidize broadband?

Answer. I believe that a modern and high quality telecommunications infrastruc-
ture is essential to ensure that all Americans, including those living in rural com-
munities, have access to the economic, educational, and healthcare opportunities
available on a broadband network. Our universal service program must continue to
promote investment in rural America’s infrastructure and ensure access to tele-
communications services that are comparable to those available in urban areas
today, as well as provide a platform for delivery of advanced services. Indeed, in the
Federal-State Universal Service Joint Board’s 2002 Recommended Decision, I urged
the Commission to explore how, and to what extent, the Federal universal service
support mechanism could assist the deployment of advanced services, or at least the
removal of barriers to such deployment, particularly in rural, remote and high cost
areas throughout the country.

Unfortunately, the discussion about using universal service to fund broadband is
being overshadowed by the uncontrolled growth in the fund as a result of sub-
sidizing multiple competitors to provide voice services in rural areas. Before the
Joint Board can make real progress on the true mission of universal service, ensur-
ing access to high quality communications services in rural areas of the country, it
must act to address the growth in the fund caused by competitive eligible tele-
communications carriers. Specifically, CETC payments have been growing at a trend
rate of 101 percent per year since 2002. In 2000 CETCs received $1 million in sup-
port. Based on recent USAC estimates, CETCs received almost $1 billion in 2007.
And, CETC support in 2007 is estimated to be at least $1.28 billion.

Nevertheless, I would welcome the passage of an effective broadband deployment
program that would make efficient use of scarce universal service moneys. Indeed,
at an en banc meeting of the Federal-State Joint Board on Universal Service held
on February 20, 2007, I and many of my Joint Board colleagues expressed support
for exploring whether to support explicitly broadband as part of the high-cost uni-
versal service mechanism. To the extent legislation is passed, the Commission will
faithfully and effectively implement it.

Question 10. The FCC recently has been granting incumbent providers (ILECs)
forbearance from regulations on the premise that sufficient competition exists in a
specific market to make enforcement of the regulations unnecessary. However, a
Fall 2006 GAO report indicates that the assumptions the FCC uses to determine
the existence of competition may be flawed and further that prices in Phase II
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areas—that is, areas where competition is theoretically most intense—are going up.
Is that the case, and if so, are price increases consistent with a competitive market?

Answer. As you note, on November 30, 2006, the U.S. Government Accountability
Office (GAO) released a report entitled Telecommunications FCC Needs to Improve
Its Ability to Monitor and Determine the Extent of Competition in Dedicated Access
Services (GAO-07-80). On January 29, 2007, I provided my written response to the
GAO conclusions and recommendations contained in this report to the Chairman
and Ranking member of the U.S. Senate Committee on Homeland Security and Gov-
ernmental Affairs and the Chairman and Ranking Member of the U.S. House of
Representatives Committee on Oversight and Government Reform. In that letter I
outline in detail my concerns with the GAO’s findings and the steps the Commission
will take to respond to the recommendations contained in the report. I have at-
tached a copy of that letter for your review.

Significantly, the GAO did not conclude that prices for special access are going
up in Metropolitan Statistical Areas (MSAs) that received Phase II pricing flexi-
bility. Rather, the GAO Report concluded that such prices were higher than in areas
with less regulatory relief (Phase I pricing flexibility). These factual findings appear
to be based primarily on two studies. Without access to the data used to perform
these studies, the Commission cannot evaluate the reliability of the GAO studies or
assess the validity of the conclusions drawn. therefrom. For example, we do not
know what rate elements the incumbent LECs included in generating their average
revenue data and how that might have affected the estimates. It is also not clear
how differences in demand from one MSA to another may have affected the average
revenue estimates.

Although the GAO Report states that it attempted to address this problem by
weighting the data, it is not clear how this was accomplished. Moreover, the GAO
Report acknowledges that theirs was an “imperfect weight.” Thus, we are unable to
assess the reliability or relevance of these studies. Assuming these studies are true,
the previous Commission in the Pricing Flexibility Order explicitly recognized that
Phase II pricing relief could lead to price increases for some customers in some
areas, but explained that such a result was still superior to continued price regula-
tion for two reasons. First, the previous Commission explicitly recognized that our
special access pricing rules “may have required incumbent LECs to price access
services below cost in certain areas.” Accordingly, in such circumstances price in-
creases may be consistent with a competitive market. Second, the Commission found
that “[i]f an incumbent LEC charges an unreasonably high rate for access to an area
that lacks a competitive alternative, that rate will induce competitive entry, and
that entry will in turn drive rates down.” Nevertheless, we have asked the GAO for
all the data underlying its report so that we may review it more completely.

Question 11. Is forbearance for the ILECs in the public interest?

Answer. Each petitioner bears the burden of establishing that the forbearance cri-
teria outlined in section 10 of the Act are satisfied. Significantly, in evaluating an
application, the Commission must determine, among other matters, whether grant
of the petition would serve the public interest. Each application is judged on its own
merits based on the specific factual circumstances at issue. Section 10 permits all
telecommunications carriers—incumbents and competitors alike—to avail them-
selves of this relief.

Question 12. A proceeding to investigate the rates, terms and conditions for inter-
state special access services has been pending for a number of years. What is the
status of the FCC’s special access proceeding? What steps are being taken to speed
resolution of this matter?

Answer. The Commission is currently evaluating whether current market condi-
tions warrant any revisions to our rules in this area. On January 30, 2007, the
Commission sent a letter to the GAO requesting access to the data underlying the
conclusions and recommendations contained in the GAO Report, Telecommuni-
cations FCC Needs to Improve Its Ability to Monitor and Determine the Extent of
Competition in Dedicated Access Services (GAO-07-80). The Commission has not
yet received access to that data. Receipt of this data will better enable the Commis-
sion to determine what actions, if any, we should take with respect to these issues.

Question 13. Some say that the dispute between Mediacom and Sinclair signals
a new period of confrontation between broadcasters and distributors. How many
complaints involving retransmission consent disputes has the Commission received
in the last couple of years? Is there any trend within that data that may be useful
t({ cons{)ider? How long does the Commission typically take to resolve those com-
plaints?

Answer. Since the adoption of the good faith retransmission consent negotiation
rules in March 2000, the Commission has received 17 complaints. All but four of
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the complaints were withdrawn after the parties settled the dispute through nego-
tiation. The first complaint addressed by the Commission under the good faith rule,
was resolved by the Commission in approximately four and a half months. EchoStar
Satellite Corporation v. Young Broadcasting, Inc., 16 FCC Red 15070 (CSB 2001).
Recently, the Commission resolved a good faith dispute arising from the retrans-
mission consent negotiations between Sinclair Broadcast Group, Inc. and Mediacom
Communications Corporation. Mediacom filed its complaint with the Commission on
October 31, 2006. On January 4, 2007, a little over 2 months after receiving the
complaint, the Commission issued an order on the merits finding that Sinclair did
not breach its duty to negotiate retransmission consent in good faith. Thereafter,
Mediacom filed an Application for Review of the initial order. As you are aware,
Mediacom and Sinclair settled their dispute by entering into a long-term retrans-
mission consent agreement before the Commission could act on the Application for
Review. Another complaint involved a broadcaster and cable television system oper-
ator in Puerto Rico in which the allegation of bad faith negotiation was tangential
to the larger issue of whether the cable operator was carrying a broadcaster’s signal
without valid retransmission consent. That complaint was filed with the Commis-
sion on October 12, 2006 and was resolved in about four and a half months. The
remaining pending complaint was filed on January 25, 2007, and involves VDC Cor-
poration (a provider of Internet video streaming services) and CBS Broadcasting,
Inc. The pleading cycle in this matter is not yet closed.

Question 14. One issue specifically important for public radio stations is the op-
portunity to file for and receive additional reserved FM spectrum. It has been al-
most 7 years since the FCC provided the public with an opportunity to build new
noncommercial educational stations on reserved FM spectrum. When will the FCC
open a filing window for new reserved-FM noncommercial stations? Will the FCC
provide public notice of a filing window sufficiently in advance to permit non-profit,
governmental, and other potential applicants adequate time to participate?

Answer. The Commission currently is considering an order that will resolve 76
comparative licensing proceedings by applying, where appropriate, the Commission’s
“point system” used to select among competing applicants for a particular authoriza-
tion. Upon release of this omnibus NCE order, the Commission intends to move for-
ward immediately with the first-ever NCE FM application filing window. Because
we recognize that some potential NCE applicants are not particularly knowledgeable
about radio station licensing procedures, the Commission recognizes it needs to pro-
vide sufficient lead time for applicants to organize, determine whether spectrum is
available, secure financing, and obtain reasonable assurance of transmitter site
availability. To that end, the Commission will issue a detailed Public Notice an-
nouncing filing procedures and explaining comparative licensing rules at least nine-
ty days prior to the opening of the filing window. The Commission also is consid-
ering outreach efforts to promote wide participation by community organizations, In-
dian tribes, and other non-profit entities.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. MARIA CANTWELL TO
HoN. KEVIN J. MARTIN

Question 1. In the Commission’s September 2006 Public Notice on digital white
spaces, you established a timetable for completing the final rules and issuing a final
order by October 2007. Will the order cover all pending issues in the rulemaking?
Does this include all requisite field testing?

Answer. The Commission laid out a projected timetable for the white spaces pro-
ceeding in the First Report and Order and Further Notice of Proposed Rule Making
adopted in October 2006. Specifically, the Commission stated that it intends to issue
a report on measurements of DTV interference rejection capabilities by March 2007.
It also intends to conduct a testing program, including field testing, to assess the
potential for interference from low power devices in the TV bands and issue a report
of the results by July 2007. The Commission also stated that it expects to adopt a
Second Report and Order specifying final requirements for devices in the TV bands
in the fall of 2007, and expects to begin accepting applications for certification of
TV band devices by late 2007.

We are currently on schedule and it is our intention to address all of the out-
standing issues in the Second Report and Order that is planned for later this year.
We are also considering whether we can accelerate the schedule; however, we must
allow sufficient time for completion of the Laboratory and field tests, as well as
thorough technical analysis of the public record, before adopting final rules. Al-
though an industry coalition has indicated plans to deliver one or more prototype
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devices to our Laboratory for testing later this month, we have not yet received any
such devices.

Question 2. The Public Notice also stated that the Office of Engineering Tech-
nology would begin accepting devices for certification of unlicensed operations in the
TV bands. How quickly does the Commission plan to decide on applications sub-
mitted to its Laboratory? Does the FCC have the human and financial resources to
do meaningful field-testing in the white spaces?

Answer. We plan to accept applications for certification of devices operating in the
TV white spaces once the rules are finalized. Our processing time for certification
of unlicensed devices by the FCC Laboratory is about 50 days. We believe we have
sufficient staff and resources to perform meaningful Laboratory and field tests of de-
vices operating in the TV white spaces. We will continue to monitor the situation.

Question 3. The Commission’s October 2006 Order and Further Notice stated that
it would allow products to use the white spaces upon completion of the DTV transi-
tion after February 17, 2009. If devices can operate without causing harmful inter-
ference to licensees, why would the Commission delay the sale and use of devices
until after the DTV transition ends on February 17, 2009?

Answer. During the DTV transition, the TV spectrum has been a particularly
crowded and dynamic environment. Most TV stations are currently broadcasting on
both analog and digital channels, and it has been a challenge to accommodate all
of these operations without causing harmful radio-frequency interference. Many TV
stations have not completed building their transition facilities and their power and
coverage patterns are changing. Other operations, such as low power TV, TV trans-
lators and wireless microphones are also adjusting their operations in response to
this process. These ongoing changes have made it difficult to assess the amount of
white space that might ultimately be available.

Although several parties have suggested that TV white space spectrum will be
available even during the DTV transition, they also assert that we should rely on
spectrum sensing techniques to detect these white spaces and avoid causing harmful
interference to existing services. Spectrum sensing techniques are promising. How-
ever, such proposed devices have yet to be proven effective in this particular spec-
trum environment, and no such devices have yet been provided to our Laboratory
for testing. To the extent such devices are proven effective, we could consider allow-
ing their operation sooner.

Finally, the Commission’s time line for allowing the marketing of such products
was developed with industry input. Industry has indicated that it would take manu-
facturers 18-24 months from the time final rules are adopted before products could
be designed, manufactured, and delivered to the market. According to their own pro-
jections, it is unlikely that any white spaces devices would be available prior to the
end of the DTV transition. Nevertheless, we are prepared to accept equipment au-
thorization applications once the rules are finalized so that manufacturers will be
in position to introduce products as soon as possible.

Question 4. On February 13 and 14, 2007, the Federal Trade Commission will
host a public workshop on “Broadband Connectivity Competition Policy”, bringing
together experts from business, government, and the technology sector, consumer
advocates, and academics to explore competition and consumer protection issues re-
lating to broadband Internet access, including so-called “net neutrality.” What do
you see as the appropriate roles between the FTC and the FCC with respect to “net
neutrality”?

Answer. The FCC and FTC traditionally have coordinated to protect consumers
where the agencies’ interests and jurisdictions intersect. For example, we have
worked closely with the FTC in implementing and enforcing the Telephone Con-
sumers Protection Act and in various investigations such as pretexting. I believe we
have worked together effectively in the past and will continue to do so as appro-
priate on issues such as “net neutrality.”

Question 5. Washington State is home to the wireless industry. Craig McCaw and
other entrepreneurs in my state founded the companies that became AT&T Wire-
less, T-Mobile, Nextel and other smaller wireless carriers. The innovation of the
wireless industry has proven the power of competition, new applications and serv-
ices, lower costs and improved service for consumers. I am very supportive of the
industry developing new and innovative applications while at the same time being
concerned about ensuring sensitive customer information is protected. How does the
Commission make certain that its CPNI rules finds the right balance between pro-
tecting customer privacy while not having an unintended consequence of severely
hampering innovation in this dynamic industry? For example, how does the Com-
mission approach a wireless application where carriers use aggregated, anonymous
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signaling data from inside the carrier firewall to deliver real-time traffic data to
local, state and Federal Departments of Transportation nationwide?

Answer. The Act’s CPNI rules balance carriers’ interests with consumers’ privacy
interests. The level of privacy protection varies based on the sensitivity of the cus-
tomer information at issue. The Act affords greater protection for personally identifi-
able CPNI than it does for aggregate customer information that does not disclose
personally identifying information. Assuming the circumstances that you describe
concern the transmittal of CPNI, section 222(c)(3) allows a carrier to disclose such
aggregate customer information so long as the individual customer identities have
been removed.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. FRANK R. LAUTENBERG TO
HoN. KEVIN J. MARTIN

Question 1. It is my understanding that there are at least four investigations
pending at the FCC into possible violations of sponsorship identification rules. Some
of these investigations have been pending for two or 3 years. Should there be a
deadline for the FCC to act on these complaints? Does the FCC have adequate staff
and resources to conduct these investigations?

Answer. We have a number of investigations regarding possible violations of the
Commission’s sponsorship identification rules that have been pending for varying
amounts of time. Currently circulating among the Commissioners are four consent
decrees involving large broadcast groups accused of violating these rules. If Con-
gress chooses to set deadlines for Commission action on sponsorship identification
complaints, we would comply. The Commission has adequate resources to conduct
these investigations.

Question 2. In approximately 2 years, broadcasters will shift to digital television.
There are over 200,000 homes in New Jersey that rely exclusively on over-the-air
television. Do you think most Americans are educated about this transition today?
What role will the FCC play in preparing the public for this transition?

Answer. As your question suggests, there are a significant number of Americans
who rely exclusively on over-the-air television for news, public safety information,
and other content. As we approach the February 17, 2009, deadline for the end of
analog broadcasting, the Commission recognizes the importance of ensuring that
consumers have access to the information they need to make informed decisions re-
garding the DTV transition. To that end, the Commission has undertaken consumer
education efforts and worked with broadcasters, manufacturers, retailers, consumer
organizations, and state and local governments to encourage their voluntary efforts
to inform consumers about the DTV transition.

The Commission has a website dedicated exclusively to the digital transition
(http:/ |www.dtv.gov) which provides information about the transition, equipment
needed, and programming available, and also serves as a clearinghouse with links
to broadcast, cable, satellite, consumer electronics manufacturing and retail. Our
consumer education activities also include publications, participation in public ex-
hibits, and community and consumer-oriented events. The Commission’s Consumer
and Government Affairs Bureau developed an “Outreach Toolkit,” available on our
website, for consumer and community organizations to use in conducting their own
local DTV consumer education programs. Our publications provide a range of infor-
mation, from a booklet with general background information, DTV: What Every
Consumer Should Know, to a brief Shopper’s Guide and Tip Sheet. Most of our DTV
information also is available in Spanish, and we are working on translations to
other languages. The outreach staff also has participated in exhibits and presen-
tations to a number of groups including AARP, the National Council of La Raza,
the NAACP, educational institutions, and others.

Question 3. New Jersey is the second largest net contributor among states to the
existing Universal Service Fund in the amount of almost $200 million per year. Can
you identify what your plans are for modifications to the current system and how
they would affect New Jersey?

Answer. Preserving the stability of the universal service contribution system is
one of the Commission’s most important responsibilities. Changes in technology and
increases in the number of carriers who are receiving universal service support have
placed significant pressure on the stability of the fund. Today, universal service con-
tributions are assessed on the interstate portion of end user telecommunications
revenues of providers of telecommunications services and certain other providers of
telecommunications, such as interconnected Voice over Internet Protocol (VoIP). I
support reforming the current contribution system and moving to a more competi-
tively and technology neutral system based on telephone numbers. Specifically, such
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an approach would help maintain the stability of the fund by assessing all tech-
nologies used to make a phone call on a similar basis. Nevertheless, as the Commis-
sion reviews the various proposals to reform the current assessment system, it will
carefully weigh the record and examine the potential impact of any course of action
on all consumers. Because the Commission has yet to adopt a numbers-based meth-
odology, it is not possible to know with any precision how such a change would af-
fect specific states. I do believe, however, that such a system would be more sustain-
able and equitable than the current system.

In addition, the Federal-State Joint Board on Universal Service (Joint Board) is
exploring whether a “reverse auction” mechanism could be used as the basis for dis-
tributing universal service high-cost support. I believe that reverse auctions could
provide a technologically and competitively neutral means of controlling fund
growth and ensuring a move to most efficient technology over time. Indeed, just last
month, the Joint Board held a hearing in which it heard testimony on the use of
reverse auctions to determine universal service support as well as other ways to
control the growth of the universal service fund. Although the use of reverse auc-
tions is one way of limiting the growth of the fund, I remain open to other ideas
that could restrain growth and prioritize broadband investment in underserved
areas of the country. The Joint Board will be issuing recommendations on these
issues in the near future.

Question 4. In a filing with the FCC on the Missoula Plan, the New Jersey Board
of Public Utilities notes that: “The result is the Plan shifts the burden from carriers
to consumers, in particular low and middle-income, low-usage urban consumers and
the Plan will further burden New Jersey ratepayers by more than $300 million with
little or no attendant benefits. This Plan is bad for consumers, and particularly low
and middle-income consumers, who are the least able to afford the increased
charges which are nothing more than additional subsidies.” What is the status and
time line for review of the Inter-Carrier Compensation (ICC) reform proceeding at
the FCC, and in particular the Missoula Plan? Has the FCC done an assessment
of how the Plan would affect residents in each state?

Answer. The Commission is currently examining several proposals in the intercar-
rier compensation reform proceeding docket. The Missoula Plan is one such pro-
posal. We recently sought comment on the Missoula Proposal and we received an
extensive amount of information on the record in response. The Commission is cur-
rently reviewing this extensive record to determine how to address this complicated
issue in a manner that best serves the public interest. The supporters of the Mis-
soula Plan recently filed additional information regarding methods to lessen the
burden on states that have already taken steps to reform intercarrier compensation
by reducing intrastate access charges and/or creating state universal service funds.
This filing includes an assessment of how adoption of the proposal would affect each
state. We have sought additional comment on this filing, and the record in response
does not close until April 3, 2007.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. MARK L. PRYOR TO
HonN. KeVIN J. MARTIN

Question 1. Over the past 4 years, consumers have enjoyed the successful emer-
gence of a number of new players in the audio marketplace. Satellite radio and
Internet radio now reach tens of millions of listeners every week, and portable MP3
players and iPods have become common household items. Digital Cable and DBS
offer dozens of channels of uninterrupted music, and Wi-Max technology is evolving
that will soon allow Internet-based listening options in automobiles. Would the
Commissioners agree that the competitive landscape has changed dramatically in
the audio market over the past few years? And would the Commissioners agree that
this trend is only likely to continue for the foreseeable future?”

Answer. This question is before the Commission in its pending review of the
media ownership rules. As part of this review, we have commissioned a number of
economic studies, including studies regarding the competitive landscape in the radio
marketplace. Finally, in connection with the Commission’s media ownership and lo-
calism proceedings, we are conducting hearings around the country to solicit public
comment and to engage the American people in the process of reviewing the status
of the media marketplace. One recent hearing, held in Nashville, focused on the
general state of the music and radio industries. The Commission’s efforts to collect
a thorough public record will continue in the months ahead, with three more owner-
ship hearings, and two additional hearings specifically focused on localism.

Question 2. Consumers in many rural areas currently are not able to enjoy the
same benefits wireless services offer as their urban counterparts enjoy. Due to low



96

user concentration, the cost of providing high quality wireless service in rural areas
is frequently more expensive than is possible in higher-density urban areas. Des-
ignation of wireless carriers as ETCs, which permits these carriers to receive sup-
port from the Universal Service Fund (“USF”), can help to ensure that all Ameri-
cans enjoy the benefits of competition and high-quality wireless services. What steps
has the FCC taken to ensure that wireless coverage is extended to all Americans,
regardless of where they live, and to ensure that Americans living in rural areas
have the opportunity to subscribe to high-quality wireless services?

Answer. It is critical that all Americans, including those living in rural areas, stay
connected to state-of-the art communications services. The Universal Service Fund
is the lifeblood of this goal. Unfortunately, our current high-cost mechanism is in
need of repair. As I noted during a recent meeting of the Federal-State Joint Board
on Universal Service, CETC universal service payments, most of which are made
to wireless carriers, have increased year after year. CETC payments have been

owing at a trend rate of 101 percent per year since 2002. In 2000 CETCs received

1 million in support. Based on recent USAC estimates, CETCs received almost $1
billion in 2007. And, CETC support in 2007 is estimated to be at least $1.28 billion.
If the Commission were to approve all the pending CETC applications, support
could be as high as $1.56 billion in 2007. Thus, while I support the ability of Ameri-
cans living in rural areas to subscribe to wireless services, I believe that the Com-
mission must carefully evaluate the pending CETC applications. I expect that in the
near future, the Joint Board will be issuing recommendations on how the Commis-
sion can reform the high-cost system to address this issue.

I also note that the Commission is using spectrum management to promote the
delivery of wireless services in rural areas. For example, in the coming year, we will
auction 60 MHz of spectrum in the 700 MHz band that is particularly well-suited
for the provision of wireless broadband services in rural and underserved areas. In
particular, we are considering whether to reconfigure this band to provide for small-
er geographic licensing areas and adopt more stringent build-out requirements for
the band, which may further enhance rural and underserved deployment.

Question 3. Following the natural disasters that recently hit the Gulf Coast region
wireless services provided emergency personnel, utility repairmen and residents
with the only immediate means for communicating. In light of the experience of the
Commission from Hurricane Katrina and other disasters, please describe the role
wireless services fill with respect to emergency response and disaster recovery dur-
ing times of crisis?

Answer. Wireless communications services are an essential component of emer-
gency response and disaster recovery during times of crisis. Most first responder
and other public safety communications rely on wireless-based services as the pri-
mary method of communications. As a result, it is critical that these services be re-
stored as quickly as possible. In the aftermath of Hurricanes Katrina, Wilma and
Rita, the Commission issued a number of Special Temporary Authorizations (STAs)
and waivers to allow public safety agencies to restore communications services.
Many public safety agencies from outside of the impacted regions obtained STAs
and waivers in order to provide portable and mobile radios and other devices in sup-
port of first responders and relief agencies within the disaster areas. And, in re-
sponse to Hurricane Katrina, the Commission released an Order to enable $211 mil-
lion in universal service funds to be used to respond to the disaster.

Wireless communications services can also serve as an alternative means of com-
munications for public safety agencies, relief organizations, and consumers who are
displaced or have lost landline communications services. In the aftermath of the
2005 hurricanes, commercial wireless carriers took a number of steps to provide
wireless communications services to public safety agencies, relief organizations, and
consumers who had lost landline services. For example, carriers distributed wireless
phones, emergency trailers, generators and other equipment to first responders and
other public safety officials. The Commission facilitated this effort by directing uni-
versal service funds through the Lifeline/Link-Up program to provide wireless
handsets and up to 300 free calling minutes for those eligible for individual housing
relief under FEMA rules. In addition, wireless carriers provided priority access,
through the Wireless Priority Service (WPS) Program to public safety personnel.

In addition to public safety and commercial wireless services, there are a number
of other wireless technologies that can play a key role in disaster response and re-
covery. For example, in the aftermath of the Gulf Coast hurricanes, service pro-
viders and others used unlicensed Part 15 frequencies to provide temporary Internet
communications to various relief groups, Federal, state and local governments and
agencies in the areas impacted by the hurricanes. These services were particularly
useful to those who were displaced by the hurricanes.
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Satellite technologies also play a unique role in emergency response and disaster
recovery efforts. Federal, state, and local emergency response providers use commer-
cial satellite services either as stand-alone platforms or as part of an integrated sat-
ellite terrestrial network to enable a range of voice, data, video, and other services
often in situations where existing terrestrial infrastructure is degraded or non-exist-
ent. In the immediate aftermath of Hurricanes Katrina, Rita, and Wilma, satellite
operators were able to rapidly deploy mobile telephony, data, radio and television
services to the region. Earth stations were deployed to support data transmissions,
Internet access, and information sharing. Satellite services were also vital in restor-
ing critical communications for construction companies, utilities, and oil refineries.
In addition, terrestrial wireless and wireline providers can use satellite networks for
backhaul when terrestrial backhaul networks are disabled.

Finally, amateur radio operators provided wireless communications services in
many locations where there was no other means of communicating and also pro-
vided technical aid to the communities affected by the hurricanes.

Question 3a. If a petitioner for ETC designation meets the statutory criteria and
has consistently been the only service provider to remain operative in certain areas
during natural disasters despite the presence of other carriers (including other
ETCs) in those areas, would you view the designation of the petitioner as an ETC
to be in the public interest?

Answer. The Commission reviews ETC designation petitions subject to its jurisdic-
tion for compliance with section 214(e)(6) of the Act. Section 214(e)(6) provides that
“the Commission shall upon request designate such a common carrier that meets
the requirements of paragraph (1) as an eligible telecommunications carrier for a
service area designated by the Commission consistent with applicable Federal and
State law. Upon request and consistent with the public interest, convenience and
necessity, the Commission may, with respect to an area served by a rural telephone
company, and shall, in the case of all other areas, designate more than one common
carrier as an eligible telecommunications carrier for a service area designated under
this paragraph, so long as each additional requesting carrier meets the require-
ments of paragraph (1). Before designating an additional eligible telecommuni-
cations carrier for an area served by a rural telephone company, the Commission
shall find that the designation is in the public interest.” 47 U.S.C. § 214(e)(6). Pursu-
ant to section 214(e)(1), a common carrier designated as an ETC must offer and ad-
vertise the services supported by the Federal universal service mechanisms through-
out the designated service area.

In addition to the statutory requirements of section 214(e)(6), the Commission also
ensures that any ETC designation is consistent with the universal service principles
set out in section 254 of the Act, but certainly providing service during emergencies
is an important public interest consideration.

Question 3b. Some of the areas hardest hit by recent natural disasters were un-
derserved communities. To the extent a petitioner for ETC designation that meets
the statutory criteria for ETC designation has demonstrated a strong commitment
to serving rural and underserved communities since well before designation as an
ETC, would the designation of the petitioner as an ETC be in the public interest?
If not, please explain why.

Answer. The Commission reviews ETC designation petitions subject to its jurisdic-
tion for compliance with section 214(e)(6) of the Act. Section 214(e)(6) provides that
“the Commission shall upon request designate such a common carrier that meets
the requirements of paragraph (1) as an eligible telecommunications carrier for a
service area designated by the Commission consistent with applicable Federal and
State law. Upon request and consistent with the public interest, convenience and
necessity, the Commission may, with respect to an area served by a rural telephone
company, and shall, in the case of all other areas, designate more than one common
carrier as an eligible telecommunications carrier for a service area designated under
this paragraph, so long as each additional requesting carrier meets the require-
ments of paragraph (1). Before designating an additional eligible telecommuni-
cations carrier for an area served by a rural telephone company, the Commission
shall find that the designation is in the public interest.” 47 U.S.C. § 214(e)(6). Pursu-
ant to section 214(e)(1), a common carrier designated as an ETC must offer and ad-
vertise the services supported by the Federal universal service mechanisms through-
out the designated service area.

In addition to the statutory requirements of section 214(e)(6), the Commission also
ensures that any ETC designation is consistent with the universal service principles
set out in section 254 of the Act, but certainly demonstrating a strong commitment
todserving rural and underserved communities is an important public interest con-
sideration.
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Question 4. The FCC has committed to resolve, within 6 months of the date filed,
all ETC designation requests for non-tribal lands that are properly before the FCC.
How many petitions for ETC designation are currently pending at the FCC?

Answer. 34

Question 4a. What is the average length of time that the ETC Petitions currently
before the FCC have been pending?
Answer. Less than 2 years

Question 4b. Of these petitions, what is the earliest filing date?
Answer. 12/31/2003

Question 4c. How many of these petitions were filed in 2004 or earlier?
Answer. 17

Question 4d. How many petitions for ETC designation did the FCC act on in
2006?
Answer. 2

Question 4e. How many petitions for ETC designation did the FCC act on in 2005?
Answer. 12

Question 4f. How many petitions for ETC designation did the FCC act on in 2004?
Answer. 8

Question 4g. What does the FCC intend to do about the backlog of pending ETC
petitions? How soon does the FCC intend to act upon ETC petitions that have been
pending for more than 6 months? Do you believe that Americans living in rural
areas and the carriers who have filed ETC Petitions deserve to have those petitions
acted upon promptly rather than simply kept pending without a yes or no answer?
If you do not, please explain why.

Answer. It is critical that all Americans, including those in rural areas, stay con-
nected to state-of-the art communications services. The Universal Service Fund is
the lifeblood of this goal. Unfortunately, our current high-cost mechanism is in need
of repair. As I noted during a recent meeting of the Federal-State Joint Board on
Universal Service, CETC universal service payments have increased year after year.
CETC payments have been growing at a trend rate of 101 percent per year since
2002. In 2000 CETCs received $1 million in support. Based on recent USAC esti-
mates, CETCs received almost $1 billion in 2007. And, CETC support in 2007 is es-
timated to be at least $1.28 billion. If the Commission were to approve all the pend-
ing CETC applications, support could be as high as $1.56 billion in 2007. Con-
sequently, I believe that the Commission should carefully examine the merits of the
pending 34 CETC applications. I expect that in the near future, the Joint Board will
be issuing recommendations on how the Commission can ream the high-cost system
to address this issue.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. AMY KLOBUCHAR TO
HoN. KEVIN J. MARTIN

Question 1. In a September 8, 2005 report, the FCC stated, “Our review of the
record does not lead us to recommend any changes to the retransmission consent
regime at this time.” What if any steps have you taken since that time to review
and assess the retransmission consent regime; what if any additional conclusions
have you reached; what if any plans do you have for additional formal or informal
review; and what do you perceive to be the strengths and weaknesses of the retrans-
mission consent process?

Answer. As part of our annual Video Competition Report, the Commission mon-
itors the current state of retransmission consent market. In its most recent report
to Congress, the Commission noted that distributors of video programming generally
assert that retransmission consent, regardless of the form of compensation (e.g.,
cash, purchases of advertising, carriage of other affiliated programming, etc. was too
expensive and has caused rates to increase. The Commission noted that broad-
casters, on the other hand, support the existing system as a process that fairly com-
pensates them for the carriage of their programming.

In the most recent Notice of Inquiry seeking comments for the upcoming Video
Competition Report, the Commission requested specific information on a range of
issues related to retransmission consent. For example, with respect to television sta-
tions carried pursuant to retransmission consent, the Commission requested infor-
mation on the extent to which cable operators pay cash for broadcast station car-
riage rights, carry non-broadcast programming networks, provide advertising time,
or otherwise compensate broadcasters. We also sought comment on the effect of re-
transmission consent compensation on cable television rates, the ability of small
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cable system operators to secure retransmission consent on fair and reasonable
terms, and the impact of agreements that require the carriage of non-broadcast net-
works in exchange for the right to carry local broadcast stations on MVPDs and con-
sumers. The Commission will report on its findings in its next Video Competition
Report.

The retransmission consent rules are part of a carefully balanced combination of
laws and regulations governing carriage of television broadcast signals, with the
must-carry and retransmission consent regimes complementing one another. Broad-
cast mandatory carriage rights, which promote localism and ensure the viability of
free, over-the-air television, complement the retransmission consent regime. To-
gether, must-carry and retransmission consent provide that all local stations are as-
sured of carriage even if their audience is small, while also allowing more popular
stations to seek compensation (cash or in-kind) for the audience their programming
will attract for the cable or satellite operator. Must-carry alone might fail to provide
stations with the opportunity to be compensated for their popular programming. Re-
transmission consent alone might not preserve local stations that have a smaller au-
dience yet still offer free over-the-air programming and serve the public in their
local areas.

While I generally have concerns about intervening in private negotiations, I recog-
nize that the failure of a broadcaster and a cable operator to reach a retransmission
consent agreement harms not just the broadcaster and the cable operator but all
of the viewers affected by the removal of a station’s signal from their cable system.
If Congress believes the retransmission consent process needs reformation, it could
give the Commission the authority to order arbitration of retransmission consent
disputes by the Media Bureau, and require carriage during the arbitration process.
To ensure that such arbitration process reaches a fair result in the context of the
broader industry, the Commission would also need to be sure that it had the tools
necessary to obtain similar pricing information from other broadcasters, cable opera-
tors and programmers. Without access to such information, it would be difficult for
the Commission to determine whether offers from either party are appropriate.

Question 2. Section 10(a) of the Communications Act allows the Commission to
forbear from applying any regulation or any statutory provision to a particular or
multiple telecommunications carriers or services, in any or some geographic mar-
kets, if certain criteria are met—most notably that competition exists in the market
and that such relief is in the public interest. The FCC recently has been granting
incumbent providers (ILECs) forbearance from regulations on the premise that suffi-
cient competition exists in a specific market to make enforcement of the regulations
unnecessary. What are each of your respective positions on the conditions and cir-
cumstances under which forbearance for ILECs is appropriate?

Answer. Each petitioner bears the burden of establishing that the forbearance cri-
teria outlined in section 10 of the Act are satisfied. Significantly, in evaluating an
application, the Commission must determine, among other matters, whether grant
of the petition would serve the public interest. Each application is judged on its own
merits based on the specific factual circumstances at issue. Section 10 permits all
telecommunications carriers—incumbents and competitors alike—to avail them-
selves of this relief.

Question 3. From the City of Saint Paul (similar questions were raised by Burns-
ville/Eagan Community Television and the Northern Suburban Communications
Commission):

The Order issued by the FCC on December 20,2006 allows new franchise entrants
to “cherry pick” the neighborhoods in our communities, rather than bring true com-
petition to all of our businesses and residents. This would allow new entrants to
serve or upgrade only the profitable areas of Saint Paul [and other cities and
towns], leaving many of our residents on the wrong side of the “digital divide.”

The Order authorizes a new entrant to withhold payment of fees that it deems
to be in excess of a 5-percent franchise fee cap. This could completely undermine
support for both Saint Paul’s [and other cities’ and towns’] very successful public,
educational and government (PEG) operations.

The Order imposes a 90-day shot clock for new entrants with existing rights of
way, opening the potential to reduce Saint Paul’s [and other cities’ and towns’] abil-
ity to manage its rights-of-way.

The Order authorizes a new entrant to refrain from obtaining a franchise when
it is upgrading mixed use facilities that will be used in the delivery of video content.

Saint Paul believes that the policy goals of the Order are laudable but strongly
disagrees with the method and substance of the decision taken by the FCC. How
do you respond to each of these concerns, and how do you respond to the claim that
the FCC exceeded its authority in adopting this order?
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Answer. The Report and Order adopts rules and provides guidance to implement
Section 621(a)(1) of the Communications Act, which prohibits franchising authorities
from unreasonably refusing to award competitive franchises for the provision of
cable services. Through the Report and Order, the Commission furthers the achieve-
ment of the interrelated Federal goals of enhanced cable competition and acceler-
ated broadband deployment.

In relation to the City of Saint Paul’s concerns about “cherry picking,” the Report
and Order does not limit an LFA’s authority to appropriately enforce provisions of
the Communications Act which ensure that consumers are protected against dis-
crimination. This includes an LFA’s authority to deny a franchise that would run
afoul of the “redlining” provisions of the Act.

The Report and Order does indicate that a local franchising authority’s refusal to
award a competitive franchise because the applicant will not agree to unreasonable
build-out requirements can be unreasonable. However, it seeks to strike a balance
between encouraging as widespread deployment of broadband as possible while not
deterring entry altogether. For instance, the Report and Order notes that, absent
other factors, it would seem unreasonable to require a new competitive entrant to
serve everyone in a franchise area before it has begun providing service to anyone.
At the same time, the Report and Order specifically notes that it would seem rea-
sonable for an LFA in establishing build-out requirements to consider the new en-
trant’s market penetration. It would also seem reasonable for an LFA to consider
benchmarks requiring the new entrant to increase its build-out after a reasonable
period of time had passed after initiating service and taking into account its market
success.

Regarding the City of Saint Paul’s concerns about the Report and Order’s findings
regarding the franchise fee cap and their impact on support for PEG and I-Nets,
the Commission clarified that “capital costs” for PEG facilities do not count toward
the 5 percent limit on franchise fees. The Commission then explained that, pursuant
to Section 622(g)(2)(B) of the Communications Act, PEG support payments are con-
sidered franchise fees and are subject to the 5 percent limit.

Beyond these limits on PEG support set forth in the Act, the Commission found
simply that it would be unreasonable for an LFA to require a new entrant to pro-
vide PEG support that is in excess of the incumbent cable operator’s obligations.
The Commission also found that completely duplicative PEG requirements imposed
by LFAs would be unreasonable. The Commission’s actions set reasonable, and
minimal, limits on LFA authority to require support for PEG channels.

The order finds that it would constitute an unreasonable refusal to grant a com-
petitive franchise for an LFA to fail to act upon a franchise application filed by an
entity that has access to the public rights-of-way within 90 days or to fail to act
upon a franchise application filed by an entity with such access within 6 months.
The record in this proceeding indicated that parties could complete the process
under these timeframes. If not, the Report and Order indicates that the parties may
agree to an extension of the relevant deadline.

In terms of the 90-day timeframe, as noted, this applies only where the applicant
already has access to the public rights-of-way. The order notes that this timeframe
should not impose an unreasonable burden on LFAs as it should take less time for
an LFA to work through rights-of-way management issues and confirm an appli-
cant’s qualifications to provide service if the applicant already occupies the public
rights-of way, and the applicant, in obtaining a certificate for public convenience
and necessity from a state, already has had its legal, technical, and financial quali-
fications reviewed.

The City of Saint Paul is correct that, with regard to mixed use facilities, the Re-
port and Order states that so long as there is a non-cable purpose associated with
the network upgrade, the provider is not required to obtain a franchise until and
unless it proposes to provide cable services. The Report and Order does not affect
a municipality’s ability to require a cable franchise once a provider seeks to provide
cable service.

Finally, in terms of the Commission’s authority, the Commission found it has
legal authority to implement Section 621(a)(1) of the Act. The Commission has
broad authority to adopt rules to implement Title VI and, specifically, Section
621(a)(1). As the Supreme Court has explained, the Commission serves “as the ‘sin-
gle Government agency’ with ‘unified jurisdiction’ and ‘regulatory power over all
forms of electrical communication, whether by telephone, telegraph, cable, or
radio.”” 1 To that end, “[t]he Act grants the Commission broad responsibility to forge
a rapid and efficient communications system, and broad authority to implement that

1 United States v. Southwestern Cable Co., 392 U.S. 157, 167-68 (1968) (citations omitted).
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responsibility.”2 Section 201(b) authorizes the Commission to “prescribe such rules
and regulations as may be necessary in the public interest to carry out the provi-
sions of this Act.”3 According to the Supreme Court, “the grant in § 201(b) means
what it says: The FCC has rulemaking authority to carry out the ‘provisions of this
Act.’”4 That grant of authority therefore necessarily includes Title VI of the Com-
munications Act in general, and Section 621(a)(1) in particular.

Other provisions in the Act reinforce the Commission’s general rulemaking au-
thority. Section 303(r), for example, states that “the Commission from time to time,

as public convenience, interest, or necessity requires shall . . . make such rules and
regulations and prescribe such restrictions and conditions, not inconsistent with
law, as may be necessary to carry out the provisions of this Act. . . .”5 Our author-

ity is reinforced by Section 4(i) of the Act which gives us broad power to perform
acts necessary to execute our functions as well as the mandate in section 706 of the
Act that we encourage the deployment of broadband services to all Americans.®

More specifically, Section 2 of the Communications Act grants the Commission ex-
plicit jurisdiction over “cable services.”” Furthermore, Congress specifically charged
the Commission with the administration of the Cable Act, including Section 621,
and Federal courts have consistently upheld the Commission’s authority in this
area.® Thus, just as the Commission has the authority to interpret other provisions
of Title VI, it also has the authority to interpret section 621(a)(1)’s requirement that
LFAs not “unreasonably refuse to award an additional competitive franchise.” In-
deed, in another context, the D.C. Circuit noted that the term “unreasonable” is
among the “ambiguous statutory terms” in the Communications Act, and that the
“court owes substantial deference to the interpretation the Commission accords
them.”®

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. TED STEVENS TO
HonN. KEVIN J. MARTIN

Question 1. What is the current status of any proposals to use auctions to deter-
mine universal service support?

Answer. The Federal-State Joint Board on Universal Service (Joint Board) is ex-
ploring whether a “reverse auction” mechanism could be used as the basis for dis-
tributing universal service high-cost support. I believe that reverse auctions could
provide a technologically and competitively neutral means of controlling fund
growth and ensuring a move to most efficient technology over time. Indeed, just last
month, the Joint Board held a hearing in which it heard testimony on the use of
reverse auctions to determine universal service support as well as other ways to
control the growth of the universal service fund. Although the use of reverse auc-
tions is one way of limiting the growth of the fund, I remain open to other ideas
that could restrain growth and prioritize broadband investment in underserved
areas of the country. The Joint Board will be issuing recommendations on these
issues in the near future.

Question 2. Do you believe any of the proposals submitted to the Joint Board are
viable alternative approaches to universal service support and can adequately sup-
port rural carriers like those in Alaska?

2 United Telegraph Workers, AFL-CIO v. FCC, 436 F.2d 920, 923 (D.C. Cir. 1970) (citations
and quotations omitted).

347 U.S.C. §201(b).

4AT&T Corp. v. Iowa Utilities Board, 525 U.S. 366,378 (1999).

Ass)ee also 47 U.S.C. §151 (the Commission “shall execute and enforce the provisions of this
ct”).

6See 47 U.S.C. §154(i) (stating that the Commission “may perform any and all acts, make

such rules and regulations, and issue such orders, not inconsistent with the Act, as may be nec-

essary in the executions of its functions.”); 47 U.S.C. § 157 nt.

747 U.S.C. §152 (“The provisions of this Act shall apply with respect to cable service, to all
persons engaged within the United States in providing such service, and to the facilities of cable
operators which relate to such service, as provided in title VI.”).

8See City of Chicago v. FCC, 199 F.3d 424 (7th Cir. 1999) (finding the FCC is charged by
Congress with the administration of the Cable Act, including Section 621); see also City of New
York v. FCC, 486 US. 57, 70 n.6 (1988) (explaining that section 303 gives the FCC rulemaking
power with respect to the Cable Act); National Cable Television Ass’n. v. FCC, 33 F.3d 66, 70
(D.C. Cir. 1994) (upholding Commission finding that certain services are not subject to the fran-
chise requirement in Section 621(b)(1)); United Video v. FCC, 890 F.2d 1173, 1183 (D.C. Cir.
1989) (denying petitions to review the Commission’s syndicated exclusivity rules); ACLU v. FCC,
823 F.2d 1554 (D.C. Cir. 1987) (upholding the Commission’s interpretive rules regarding Section
621(a)(3)).

9 Capital Network System, Inc. v. FCC, 28 F.3d 201, 204 (D.C. Cir. 1994).
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Answer. I believe that a modern and high quality telecommunications infrastruc-
ture is essential to ensure that all Americans, including those living in rural com-
munities, have access to the economic, educational, and healthcare opportunities
available on a broadband network. Our universal service program must continue to
promote investment in rural America’s infrastructure and ensure access to tele-
communications services that are comparable to those available in urban areas
today, as well as provide a platform for delivery of advanced services. Indeed, in the
Joint Board’s 2002 Recommended Decision, I urged the Commission to explore how,
and to what extent, the Federal universal service support mechanism could assist
the deployment of advanced services, or at least the removal of barriers to such de-
ployment, particularly in rural, remote and high cost areas throughout the country.

Unfortunately, the discussion about using universal service to fund broadband is
being overshadowed by the uncontrolled growth in the fund as a result of sub-
sidizing multiple competitors to provide voice services in rural areas. Before the
Joint Board can make real progress on the true mission of universal service, ensur-
ing access to high quality communications services in rural areas of the country, it
must act to address the growth in the fund caused by competitive eligible tele-
communications carriers (CETCs). Specifically, CETC payments have been growing
at a trend rate of 101 percent per year since 2002. In 2000 CETCs received $1 mil-
lion in support. Based on recent USAC estimates, CETCs received almost $1 billion
in 2007. And, CETC support in 2007 is estimated to be at least $1.28 billion.

Question 3. When Chairman Powell visited a remote Eskimo village in Alaska, his
plane got stuck in the mud on the unpaved runway during take-off. He and his staff
whipped out their cell phones to try to call for help, but they didn’t work. No roam-
ing agreements. The villages call came and pulled his plane out of the mud, but he
was not able to call his wife to tell her he was running late. I am pleased to report
that the runway is now being paved, but the roaming problem has yet to be re-
solved. Many small cell phone companies in Alaska have been unsuccessful in get-
ting the large national carriers to respond to their desires to arrange roaming agree-
ments. As data, video, and other services are transmitted to mobile devices this
problem will only grow more acute. What can you do to address this problem, and
what is the time frame for moving forward?

Answer. I agree that ensuring roaming in rural areas is an important issue for
the Commission to address. Since 1996, the Commission has required that cellular,
PCS, and certain SMR providers make manual roaming service available upon re-
quest to customers of other carriers, provided that the roamers’ handsets are tech-
nically capable of accessing the roaming network. The Commission is currently ex-
amining whether its roaming requirements should be modified given the current
state of the commercial mobile services market, including whether we should re-
quire carriers to provide automatic roaming.

Parties in our proceeding significantly differ on their characterization of the state
of roaming and whether Commission action is required in the current market. Rural
carriers argue that, in many cases, they are unable to obtain reasonable roaming
agreements with larger carriers. Larger carriers, however, argue that wireless mar-
kets are competitive and that no regulatory intervention is required at this time.

The Bureau is currently drafting an order to address the complex technical, eco-
nomic, and competitive issues being raised in the proceeding. I expect to be able to
circulate a draft order this spring.

Question 4. 1 continue to have concerns that too often domestic satellite services
do not offer service to Alaska and Hawaii. In last year’s Senate Communications
Bill, a measure was included to require satellite operators to make good faith efforts
in their satellite planning and development to ensure service to the entire United
States. Are there measures that the FCC could take independent of Congressional
legislation to ensure better service to Alaska and Hawaii?

Answer. Ensuring that there is adequate satellite coverage for Alaska and Hawaii
is extremely important. The Commission is committed to taking action to ensure
that satellite providers do not neglect these areas when deploying their systems.
The Commission currently requires DBS satellite licensees to provide service to
Alaska and Hawaii from any location at which such service is technically feasible,
unless the licensee can demonstrate that such services would require so many com-
promises in satellite design as to make the service economically unreasonable.

In addition, the Commission has recently initiated two rulemaking proceedings to
consider rules that would strengthen the requirement to provide satellite service in
Alaska and Hawaii. For example, in the 17/24 GHz BSS NPRM, the Commission
invited comment on requiring satellite operators in the 17/24 GHz BSS to design
any satellite that will be operated at an orbit location where it is technically feasible
to provide service to Alaska and Hawaii to be capable of doing so. Similarly, in the
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DBS Spacing NPRM, the Commission is considering rule revisions that would in-
crease the number of satellites in orbit, which would improve DBS service through-
out the United States, including Alaska and Hawaii.

Question 5. The FCC frequently faces the problem of making tough policy deci-
sions that are wrapped in technological debates. There are several waivers pending
at the FCC that deal with CableCARDs. What is the impact on the consumer and
the impact on the development and deployment of downloadable security? How will
these petitions be considered and will the full Commission address these issues?

Answer. Set-top box issues have been facing cable operators, the consumer elec-
tronics industry and the Commission for over a decade. It was in 1996 that Con-
gress first ordered the Commission to establish a competitive market for the set-
top boxes that are used for watching digital cable television. Congress explained:
“Competition in the manufacturing and distribution of consumer devices has always
led to innovation, lower prices and higher quality.” A competitive market for set-
top boxes has the great potential to result in significant innovation, lower prices,
and extensive consumer choice for the television and set-top box markets.

In order to realize Congress’ goals, the Commission required cable operators to
separate their security functions, putting them into a CableCARD, which can be
used in televisions and set-top boxes made by other manufacturers. The Commission
originally gave cable operators 7 years, followed by two further extensions, to
achieve this competitive market through separable security and common reliance.
During this period, the cable operators twice challenged the Commission’s rules in
court. And, twice the court upheld them. And yet, almost 10 years later, cable opera-
tors have never fully implemented the Commission’s set-top box requirement.

On January 10, 2007, the Media Bureau took steps to implement the statutory
requirements to facilitate a competitive market for set-top boxes in a reasonable
manner. The Bureau resolved several set-top waiver requests, furthering both pro-
competition and pro-consumer policies. The Bureau granted the request filed by Ca-
blevision by grandfathering Cablevision’s implementation of its own separated secu-
rity solution for 2 years. The Bureau also granted the request filed by Bend Cable
Communications, LLC, d/b/a, BendBroadband, conditioned on its proposal to go all
digital by 2008—a significant benefit to consumers. Finally, the Bureau denied the
broad waiver request filed by Comcast but provided for several ways it could amend
its request. Finally, the Bureau reiterated that a downloadable security solution
would comply with the Commission’s rules and noted that at least one company has
already developed such a solution.

Finally, I would have preferred to establish a timeframe for cable operators to de-
velop and deploy downloadable security with adequate assurance that this time-
frame would actually be met. I would also have preferred that the cable industry
and the consumer electronics industry agree on a two-way standard that would en-
sure that subscribers who do not wish to rely on set-top boxes provided by their
cable operators can access two-way, as well as one-way, cable services. I have en-
couraged the cable industry and the consumer electronics industry to work together
to make progress on these issues. However, in the absence of real progress on either
of these issues, I think the Commission needs to move forward with its current
rules.

Question 6. Obviously we are all concerned about the new frontiers that can be
created on the Internet for pedophiles and child pornographers. To advance the safe-
ty of our children, everyone must do their part. Is there more that the Internet serv-
ice providers can be doing to help law enforcement and does the FCC need any addi-
tional authority from Congress to ensure that entities under the Commission’s au-
thority are doing their part?

Answer. We must do everything in our power to ensure that technological ad-
vances do not empower pedophiles and child pornographers. Internet Service Pro-
viders (ISPs) currently have obligations under 42 U.S.C. § 13032 to report apparent
violations of certain Federal statutes involving child pornography to the
CyberTipLine operated by the National Center for Missing and Exploited Children
(NCMEC). NCMEC then is required to forward that report to a law enforcement
agency or agencies designated by the Attorney General. In addition to these obliga-
tions, I believe that Internet Service Providers can and should adopt internal mech-
anisms to enable them to better detect the distribution of such material over their
network. The Commission stands ready to enforce any requirements adopted by
Congress in this area. Protecting children from predators is of the utmost impor-
tance and the Commission will do everything in its power to ensure that the entities
we regulate are vigilant in the monitoring of their networks.
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RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. OLYMPIA J. SNOWE TO
HoN. KEVIN J. MARTIN

Question 1. Is it true that eleven years ago Congress required the FCC to adopt
a new universal service mechanism that ensures that local telephone rates in rural
areas are reasonably comparable to rates in urban areas?

Answer. The United States and the Commission have a long history and tradition
of making sure that rural areas of the country are connected and have the same
opportunities for communications as other areas. In the 1996 Act, Congress explic-
itly required that the Commission ensure that consumers in all regions of the Na-
tion have access to services, including advanced services, that “are reasonably com-
parable to those services provided in urban areas and that are available at rates
that are reasonable comparable to rates charged for similar services in urban
areas.” 47 U.S.C. §254(b)(3). Specifically Congress required the Commission to es-
tablish Universal Service Fund mechanisms that are “specific, predictable and suffi-
cient . . . to preserve and advance universal service.”

Question 2. Is it true that the 10th Circuit Court of Appeals has twice remanded
the FCC’s method of providing universal service support for rural customers served
by larger carriers?

Answer. Congress required the Commission to ensure that consumers living in
rural and high cost areas have access to similar telecommunications services at
rates that are reasonably comparable to rates paid by urban customers. Unfortu-
nately, as you point out, this issue has been twice been remanded to the Commis-
sion.

As a Commissioner, I dissented from the method of providing universal service
support that was adopted by my colleagues. As I said at the time, I thought that
the Commission’s decision fell short of our statutory obligations to ensure that con-
sumers living in rural and high cost areas have access to similar telecommuni-
cations services at rates that are reasonably comparable to rates paid by urban con-
sumers. The 10th Circuit, in its most recent remand, apparently agreed with this
assessment. Specifically, the court held that the Commission failed to reasonably de-
fine the terms “sufficient” and “reasonably comparable.” Because the non-rural,
high-cost support mechanism rests on the application of the definition of “reasonably
comparable” rates invalidated by the court, the court also deemed the support mech-
anism invalid.

Question 3. Is it true that the second decision was issued in February of 2005 with
the court expressing an expectation that the FCC would respond expeditiously?

Answer. The court said that it expects the Commission to comply with its decision
“in an expeditious manner.” It also expressly recognized the complexity of the task
before the Commission on remand. Moreover, it declined the Petitioners’ request
that the court retain jurisdiction and impose a deadline for Commission action.

Question 4. What steps will the FCC take now to ensure that it meets its obliga-
tions to the rural residents of large incumbent carriers? Will you commit that the
FCC will take action on this remand during the next 6 months?

Answer. Congress required the Commission to ensure that consumers living in
rural and high cost areas have access to similar telecommunications services at
rates that are reasonably comparable to rates paid by urban customers. As a Com-
missioner, I dissented from the method of providing universal service support that
was adopted by my colleagues. As I said at the time, I thought that the Commis-
sion’s decision fell short of our statutory obligations to ensure that consumers living
in rural and high cost areas have access to similar telecommunications services at
rates that are reasonably comparable to rates paid by urban consumers. The 10th
Circuit directed the Commission to “utilize its unique expertise to craft a support
mechanism taking into account all the factors that Congress identified in drafting
that Act and its statutory obligation to preserve and advance universal service.” In
response to this second remand, the Commission is currently considering additional
modifications to the methodology for calculating universal service support for high-
cost areas served by larger carriers (i.e., the non-rural high-cost support mechanism.
I intend to circulate an order resolving this issue before the end of the year.

Question 5. Now that the Antideficiency Act (ADA) exemption has expired, what
kind of guarantees can you give that there will be no further E-Rate program shut
downs or delays?

Answer. In the February 15, 2007 Continuing Resolution for Fiscal Year 2007’s
appropriations, Congress extended the Antideficiency Act exemption for the Uni-
versal Service Fund through December 31, 2007.

Question 6. Can you tell us how much USAC has in its E-Rate accounts currently
and whether those reserves will be sufficient to cover funding?
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Answer. As of February 26, 2007, USAC has a cash balance of approximately
$4.103 billion allocated to the E-rate program (approximately $3.057 billion of which
has been obligated). At this time, the Commission staff estimates that the universal
service program can continue to operate as it does today without triggering an
Antideficiency Act violation. However, there is a possibility that (without an
Antideficiency Act exemption) a temporary increase to the USF Contribution Fac-
tor—approximately 0.1 percent—may be necessary to address a potential deficiency
in late 2008 and again in late 2009.

Question 7. Are you still working with the Office of Management and Budget
(OMB) on a reinterpretation of the ADA that would exempt Universal Service?

Answer. We continue to work with the Office of Management and Budget on the
application of the Antideficiency Act to the Universal Service Fund. OMB has in-
formed the Commission staff that, for the High Cost and Low Income program, the
Commission should accelerate slightly the timing for recognizing obligations to pay
beneficiaries in these programs. Accelerating this process would require temporarily
increasing USF collections to raise approximately $500 million to ensure the High
Cost and Low Income programs can continue to operate as they do today.

Question 8. Given that AT&T and BellSouth agreed to abide by a definition of
“network neutrality” as part of there merger conditions, do you believe that the ar-
gument that it is impossible to craft such a definition is false?

Answer. To better assess how the marketplace is functioning and to address any
potential harm to consumers, I have proposed that the Commission examine this
issue more fully in a formal Notice of Inquiry, which is presently pending before my
colleagues. This Notice of Inquiry will certainly inform the Commission as to wheth-
er and how to craft a definition of “network neutrality.”

Question 9. Will you enforce the “network neutrality” provision agreed to as part
of AT&T’s and BellSouth’s gaining approval for the merger?

Answer. Yes; the Commission adopted voluntary commitments that are enforce-
able by the Commission. I expect that the merged entity will comply with all their
commitments. To the extent that AT&T does not, we will take appropriate enforce-
ment action.

Question 10. Do you consider the U.S. broadband marketplace to be competitive?

Answer. Encouraging the deployment of broadband infrastructure is a top pri-
ority. Since I arrived at the Commission in July 2001, high-speed lines in the U.S.
have gone from more than 9 million to nearly 65 million. According to the Commis-
sion’s most recent data, high-speed connections increased by 26 percent in the first
half of 2006 and by 52 percent for the full year ending June 30, 2006.

An independent study by Pew confirmed this trend, finding that from March 2005
to March 2006, overall broadband adoption increased by 40 percent—from 60 to 84
million—twice the growth rate of the year before. The study found that, although
overall penetration rates in rural areas still lags behind urban areas, broadband
adoption in rural America also grew at approximately the same rate (39 percent).

Perhaps most importantly, the Pew study found that the significant increase in
broadband adoption was widespread and cut across all demographics. According to
their independent research:

\ broadband adoption grew by almost 70 percent among middle-income house-
holds (those with incomes between $40,000 and $50,000 per year);

® broadband adoption grew by more than 120 percent among African Americans;

o broadband adoption grew by 70 percent among those with less than a high
school education; and

o broadband adoption grew by 60 percent among senior citizens.

According to the Pew study, the price of broadband service has also dropped in
the past 2 years. Specifically, the Pew Report found that between February 2004
and December 2005, the average price for high-speed service declined from $39 per
month to $36 per month. Currently, Verizon and Comcast each offer promotional
broadband packages for $19.99 per month, for example, and AT&T and BellSouth
have committed to providing new retail broadband customers a $10 a month
broadband Internet access service throughout the combined region.

The Commission has worked hard to create a regulatory environment that pro-
motes investment and competition. We have taken actions to ensure that there is
a level-playing that fosters competition and investment in broadband infrastructure.
The Commission has also removed legacy regulations like tariffs and price controls
that discouraged providers from investing in broadband networks. More recently,
the Commission took action under section 621 of the Act, to ensure that local fran-
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chising authorities do not unreasonably refuse to award new video service providers
the franchises they need to compete against incumbent cable operators.

In the wireless area, the Commission has made a significant amount of spectrum
available on both a licensed and unlicensed basis that can be used to provide
broadband service in municipalities, rural areas and across the Nation. For exam-
ple, on the licensed side, we completed an auction of 90 megahertz of spectrum for
advanced wireless services. the largest-ever receipts totaling nearly 14 billion dol-
lars. We have also taken steps to completely reconfigure nearly 200 megahertz of
spectrum in the 2.5 GHz region to create new broadband opportunities.

On the unlicensed side, the Commission completed actions necessary to make
available 255 MHz of unlicensed spectrum in the 5 GHz region—nearly an 80 per-
cent increase—that will fuel the deployment of Wi-Fi well into the future. And, last
fall, the Commission initiated a proceeding to resolve technical issues associated
with “white spaces” so that low power devices designed to operate on the unused
television frequencies may reach the market with the completion of the DTV transi-
tion.

We will continue to encourage deployment of broadband from all providers using
a variety of technologies. As wireless technologies become an increasingly important
platform for broadband access, it is critical to ensure that there is adequate spec-
trum available for providing broadband service. Spectrum auctions will continue to
be an important part of our strategy for facilitating the build-out of mobile
broadband networks. For example, the upcoming auction of spectrum in the 700
MHz region is well suited for the deployment of broadband services.

The Commission is also considering an order that would classify wireless
broadband Internet access service as an information service. This action would
eliminate unnecessary regulatory barriers for service providers. This classification
also would clarify any regulatory uncertainty and establish a consistent regulatory
framework across broadband platforms, as we have already declared high-speed
Internet access service provided via cable modem service, DSL and BPL to be infor-
mation services. This action is particularly timely in light of the recently auctioned
AWS-1 spectrum for wireless broadband and our upcoming 700 MHz auction.

The Commision will continue to look for new and innovative ways to facilitate the
deployment of broadband technologies. We are committed to furthering the uni-
versal availability and adoption of affordable broadband services.

Question 11. Do you believe a wireless connection, which is two to four times more
expensive and two to four times slower than DSL or cable, can be a substitute for
a wireline connection to the Internet?

Answer. Wireless service is becoming increasingly important as another platform
to compete with cable and DSL as a platform for broadband access.

Several wireless carriers are deploying broadband data services that offer speeds
comparable to some DSL offerings. For example, Verizon and Sprint have deployed
EV-DO Rev. A technology that has average download rates of 450-850 kb/s (3.1 Mb/
s peak) and average upload rates of 300-400 kb/s (1.8 Mb/s peak). Moreover, al-
though we are uncertain as to the exact nature of services that will be provided in
the WCS and BRS bands, we expect that these spectrum bands may be used to pro-
vide fixed or portable wireless broadband services that will provide alternative serv-
ice platforms for last-mile connections to residences and businesses. Operators pro-
Viging such services will likely compete with DSL and cable modem service pro-
viders.

Furthermore, the Commission has made a significant amount of spectrum avail-
able on both a licensed and unlicensed basis that can be used to provide broadband
service in municipalities, rural areas, and across the Nation. For example, on the
licensed side, we completed an auction of 90 megahertz of spectrum for advanced
wireless services that generated the largest-ever receipts, totaling nearly 14 billion
dollars. We have also taken steps to completely reconfigure nearly 200 megahertz
of spectrum in the 2.5 GHz region to create new broadband opportunities.

On the unlicensed side, the Commission completed actions necessary to make
available 255 MHz of unlicensed spectrum in the 5 GHz region—nearly an 80 per-
cent increase—that will fuel the deployment of Wi-Fi well into the future. And, last
fall, the Commission initiated a proceeding to resolve technical issues associated
with “white spaces” so that low power devices designed to operate on unused tele-
vision frequencies may reach the market with the completion of the DTV transition.

We will continue to encourage deployment of broadband from all providers using
a variety of technologies. As wireless technologies become an increasingly important
platform for broadband access, it is critical to ensure that there is adequate spec-
trum available for providing broadband service. Spectrum auctions will continue to
be an important part of our strategy for facilitating the build-out of mobile
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broadband networks. For example, the upcoming auction of spectrum in the 700
MHz region is well-suited for the deployment of broadband services.

Question 12. How can we ensure that a variety of news and entertainment outlets
will be there if the telephone and cable companies are allowed to limit what people
can see and do online?

Answer. Market forces will help ensure that network providers do not block or
otherwise limit the content that is available to consumers. To the extent that mar-
ket forces do not protect consumers, the Commission has the ability to take appro-
priate steps where needed. For example, when we learned that a particular phone
company was blocking access to a competing VoIP provider, we opened an investiga-
tion and negotiated a consent decree that made the company cease discriminating
and pay a fine.

In addition, although the Commission has not adopted any rules, in August 2005,
the Commission adopted an Internet Policy Statement “to ensure that broadband
networks are widely deployed, open, affordable, and accessible to all consumers.”
Specifically, the Commission adopted the four following principles:

e To encourage broadband deployment and preserve and promote the open and
interconnected nature of the public Internet, consumers are entitled to access
the lawful Internet content of their choice.

e To encourage broadband deployment and preserve and promote the open and
interconnected nature of the public Internet, consumers are entitled to run ap-
plications and use services of their choice, subject to the needs of law enforce-
ment.

e To encourage broadband deployment and preserve and promote the open and
interconnected nature of the public Internet, consumers are entitled to connect
their choice of legal devices that do not harm the network.

e To encourage broadband deployment and preserve and promote the open and
interconnected nature of the public Internet, consumers are entitled to competi-
tion among network providers, application and service providers, and content
providers.

The Commission, under Title I of the Communications Act, has the ability to
adopt and enforce the net neutrality principles it announced in the Internet Policy
Statement. The Supreme Court reaffirmed that the Commission “has jurisdiction to
impose additional regulatory obligations under its Title I ancillary jurisdiction to
regulate interstate and foreign communications.” National Cable & Telecomm. Ass’n
v. Brand X Internet Services, 125 S.Ct. 2688, 2696 (2005) (Brand X). Indeed, the Su-
preme Court specifically recognized the Commission’s ancillary jurisdiction to im-
pose regulatory obligations on broadband Internet access providers. Brand X, 125
S. Ct at 2708 (“/TJ/he Commission remains free to impose special regulatory duties
on facilities-based ISPs under its Title I ancillary jurisdiction. In fact, it has invited
comment on whether it can and should do so.”)

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. GORDON H. SMITH TO
HoN. KEVIN J. MARTIN

Question 1. Under a couple of the conditions, AT&T and BellSouth committed that
for 42 months, they would continue to offer, and would not increase the price of,
unbundled network elements. They also committed not to seek forbearance with re-
spect to unbundled loops and transport. Will these conditions preserve the option
for consumers to purchase high-speed broadband service from companies that com-
bine an AT&T/BellSouth UNE loop with their own electronics and other network fa-
cilities to offer their own high-speed Internet broadband services?

Answer. The Commission current rules require incumbent LECs to make UNE
loops available to competing telecommunications carriers. The voluntary commit-
ments made by AT&T in connection with the AT&T/BellSouth merger do not alter
this obligation. With the voluntary commitments, competitors have the certainty
that, for 42 months, AT&T will not seek forbearance from its current obligation to
provide UNE loops.

Question 2. Has the Commission concluded that it is in the public interest to pre-
serve additional broadband options for consumers through these UNE as part of the
AT&T/BellSouth merger conditions?

Answer. The AT&T merger conditions are voluntary, enforceable commitments by
AT&T, but are not general statements of Commission policy, and do not alter Com-
mission precedent or bind future Commission policy or rules.
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Question 3. I am pleased that the Media Bureau recognized the burdens that the
ban on “integrated” set-top boxes places on small cable operators and granted a
waiver of that requirement to Oregon’s BendBroadband. Given that the economic
implications of enforcing this mandate to viewers could be huge (as much as $600
million nationwide according to the cable industry) why were some of these waiver
requests not dealt with at the full Commission?

Answer. Set-top box issues have been facing cable operators, the consumer elec-
tronics industry and the Commission for over a decade. It was in 1996 that Con-
gress first ordered the Commission to establish a competitive market for the set-
top boxes that are used for watching digital cable television. Congress explained:
“Competition in the manufacturing and distribution of consumer devices has always
led to innovation, lower prices and higher quality.” A competitive market for set-
top boxes has the great potential to result in significant innovation, lower prices,
and extensive consumer choice for the television and set-top box markets.

In order to realize Congress’ goals, the Commission required cable operators to
separate their security functions, putting them into a CableCARD, which can be
used in televisions and set-top boxes made by other manufacturers. The Commission
originally gave cable operators 7 years, followed by two further extensions, to
achieve this competitive market through separable security and common reliance.
During this period, the cable operators twice challenged the Commission’s rules in
court. And, twice the court upheld them. And yet, almost 10 years later, cable opera-
tors have never fully implemented the Commission’s set-top box requirement.

On January 10, 2007, the Media Bureau took steps to implement the statutory
requirements to facilitate a competitive market for set-top boxes in a reasonable
manner. The Bureau resolved several set-top waiver requests, furthering both pro-
competition and pro-consumer policies. The Bureau granted the request filed by Ca-
blevision by grandfathering Cablevision’s implementation of its own separated secu-
rity solution for 2 years. The Bureau also granted the request filed by Bend Cable
Communications, LLC, d/b/a, BendBroadband, conditioned on its proposal to go all
digital by 2008—a significant benefit to consumers. Finally, the Bureau denied the
broad waiver request filed by Comcast but provided for several ways it could amend
its request. Finally, the Bureau reiterated that a downloadable security solution
would comply with the Commission’s rules and noted that at least one company has
already developed such a solution.

I would have preferred to establish a timeframe for cable operators to develop and
deploy downloadable security with adequate assurance that this timeframe would
actually be met. I would also have preferred that the cable industry and the con-
sumer electronics industry agree on a two-way standard that would ensure that sub-
scribers who do not wish to rely on set-top boxes provided by their cable operators
can access two-way, as well as one-way, cable services. I have encouraged the cable
industry and the consumer electronics industry to work together to make progress
on these issues. However, in the absence of real progress on either of these issues,
I think the Commission needs to move forward with its current rules.

Finally, I would note that generally requests for waivers of the Commission’s
cable equipment rules routinely are handled at the Bureau level. Indeed, the Bu-
reau has addressed requests for waiver of the ban on integrated set-top boxes in
the past. See, e.g., Bellsouth Interactive Media Services, LLC, 19 FCC Recd 15607,
15609, para. 4 (Media Bur. 2004). Moreover, Comcast’s waiver requests was actually
addressed and made to the Chief of the Media Bureau not to the full Commission.
I have attached a copy of that page of their filing for your review.

Question 4. Don’t you think a ruling of that magnitude should be voted upon by
you and your colleagues?

Answer. Generally requests for waivers of the Commission’s cable equipment
rules routinely are handled at the Bureau level. Indeed, the Bureau has addressed
requests for waiver of the ban on integrated set-top boxes in the past. See, e.g.,
Bellsouth Interactive Media Services, LLC, 19 FCC Red 15607, 15609, para. 4 (Media
Bur. 2004). Moreover, Comcast’s waiver requests was actually addressed and made
to the Chief of the Media Bureau not to the full Commission. I have attached a copy
of that page of their filing for your review.

[The information referred to follows:]
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BEFORE THE
Federal Communications Commission
WASHINGTON, D.C.

In the Matter of )
)
Comecast Corporation’s ) CSR-
Request for Waiver of )
47 C.F.R. § 76.1204(a)(1) )
To: Chief, Media Bureau
REQUEST FOR WAIVER

Pursuant to Sections 1.3, 76.7, and 76.1207 of the Commission’s rules and Section 629(c)
of the Communications Act,' Comcast Corporation (“Comcast™) respectfully requests a waiver
of the Commission’s integration ban as applied to the specific low-cost, limited-capability set-
top boxes described herein and similar boxes meeting specified criteria.” Approval of the
requested waiver is plainly in the public interest.

I THE COMMISSION MAY APPROPRIATELY CONSIDER WAIVERS OF THE
INTEGRATION BAN.

Under 47 C.F.R. §§ 1.3 and 76.7 and well-established precedent the Commission may
waive (or grant other “special relief” from) any provision of its rules relating to cable television

! See 47 C.F.R. §§1.3. 76.7(i). & 76.1207. See also 47 U.S.C. § 549(c).

2 The integration ban is set forth in Section 76.1204(a)(1) of the Commissions rules. See 47 C.F.R.§
76.1204(as)(1) (“Commencing on July 1, 2007, no multichannel video programming distributor subject to this section
shall place in service new navigation devices for sale, lease, or use that perform both conditional access and other
functions in a single integrated device.”).

Question 5. 1 believe the National Cable & Telecommunications Association and
others still have waiver requests pending and Comcast has appealed the bureau’s
denial of its waiver. Can you let us know when we should expect the full Commis-
sion to address these requests?

Answer. Comcast’s Application for Review is currently before the full Commission,
and the pleading cycle for that proceeding ended February 26. Other requests for
waiver, including the National Cable & Telecommunications Association’s request,
remain pending. I expect the pending waiver requests to be handled soon.

Question 6. The U.S. has more broadband subscribers than any other nation.
However, according to the Organization for Economic Cooperation and Development,
as of June 2006, the U.S. ranked a paltry 12th among the OECD nations in
broadband subscribers per 100 inhabitants. In other words, the penetration rate for
broadband in the U.S. is slightly above the middle of the pack for the OECD coun-
tries. What are some of the specific ways the FCC can help: (1) increase our
broadband penetration; (2) increase broadband speeds; (3) lower consumer pricing
for broadband; and (4) promote deployment to rural and underserved areas?

Answer. Encouraging the deployment of broadband infrastructure is a top pri-
ority. Since I arrived at the Commission in July 2001, high-speed lines in the U.S.
have gone from more than 9 million to nearly 65 million. According to the Commis-
sion’s most recent data, high-speed connections increased by 26 percent in the first
half of 2006 and by 52 percent for the full year ending June 30, 2006.
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An independent study by Pew confirmed this trend, finding that from March 2005
to March 2006, overall broadband adoption increased by 40 percent—from 60 to 84
million—twice the growth rate of the year before. The study found that, although
overall penetration rates in rural areas still lags behind urban areas, broadband
adoption in rural America also grew at approximately the same rate (39 percent).

Perhaps most importantly, the Pew study found that the significant increase in
broadband adoption was widespread and cut across all demographics. According to
their independent research:

e broadband adoption grew by almost 70 percent among middle-income house-
holds (those with incomes between $40,000 and $50,000 per year);

e broadband adoption grew by more than 120 percent among African Americans;

e broadband adoption grew by 70 percent among those with less than a high
school education; and

e broadband adoption grew by 60 percent among senior citizens.

According to the Pew study, the price of broadband service has also dropped in
the past 2 years. Specifically, the Pew Report found that between February 2004
and December 2005, the average price for high-speed service declined from $39 per
month to $36 per month. Currently, Verizon and Comcast each offer promotional
broadband packages for $19.99 per month, for example, and AT&T and BellSouth
have committed to providing new retail broadband customers a $10 a month
broadband Internet access service throughout the combined region.

The Commission has worked hard to create a regulatory environment that pro-
motes investment and competition. We have taken actions to ensure that there is
a level-playing field that fosters competition and investment in broadband infra-
structure. The Commission has also removed legacy regulations like tariffs and price
controls that discouraged providers from investing in broadband networks. More re-
cently, the Commission took action under section 621 of the Act, to ensure that local
franchising authorities do not unreasonably refuse to award new video service pro-
viders the franchises they need to compete against incumbent cable operators.

In the wireless area, the Commission has made a significant amount of spectrum
available on both a licensed and unlicensed basis that can be used to provide
broadband service in municipalities, rural areas and across the Nation. For exam-
ple, on the licensed side, we completed an auction of 90 megahertz of spectrum for
advanced wireless services. We have also taken steps to completely reconfigure
nearly 200 megahertz of spectrum in the 2.5 GHz region to create new broadband
opportunities.

On the unlicensed side, the Commission completed actions necessary to make
available 255 MHz of unlicensed spectrum in the 5 GHz region, nearly an 80 per-
cent increase, that will fuel the deployment of Wi-Fi well into the future. And, last
fall, the Commission initiated a proceeding to resolve technical issues associated
with “white spaces” so that low power devices designed to operate on unused tele-
vision frequencies may reach the market with the completion of the DTV transition.

We will continue to encourage deployment of broadband from all providers using
a variety of technologies. As wireless technologies become an increasingly important
platform for broadband access, it is critical to ensure that there is adequate spec-
trum available for providing broadband service. Spectrum auctions will continue to
be an important part of our strategy for facilitating the build-out of mobile
broadband networks. For example, the upcoming auction of spectrum in the 700
MHz region is well suited for the deployment of broadband services.

The Commission is also considering an order that would classify wireless
broadband Internet access service as an information service. This action would
eliminate unnecessary regulatory barriers for service providers. This classification
also would clarify any regulatory uncertainty and establish a consistent regulatory
framework across broadband platforms, as we have already declared high-speed
Internet access service provided via cable modem service, DSL and BPL to be infor-
mation services. This action is particularly timely in light of the recently auctioned
AWS-1 spectrum for wireless broadband and our upcoming 700 MHz auction.

The Commission will continue to look for new and innovative ways to facilitate
the deployment of broadband technologies. We are committed to furthering the uni-
versal availability and adoption of affordable broadband services.

Question 7. Is there anything we here in Congress can specifically do to help you
to accomplish these goals?

Answer. While the Commission recently took limited action to ensure that the
local franchising authorities did not unreasonably refuse to award competitive fran-
chises, Congress could further ensure that the local franchising process does not
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deter investment and competition in broadband networks. The Commission will
faithfully and effectively implement whatever legislation that is passed by Congress.

Question 8. As you are aware, in 2005 I introduced the first legislation in Con-
gress that called for easing restrictions into the video marketplace. I continue to be-
lieve that a robust, competitive video marketplace will promote a diversity of pro-
gramming choices and lower prices for consumers. I applaud the Commission’s re-
cent efforts to expedite competition to the video marketplace by passing its video
franchising reform order. However, ensuring that all video providers compete on a
level playing field is fundamental to promoting full and fair competition. The video
franchising order appears to adopt deregulatory interpretations of various provisions
of the Cable Act but limits the applicability of those interpretations to new entrants.
I know you are revisiting this issue in your further notice of proposed rulemaking.
Can you tell us when we should anticipate that the Commission will address the
issue of a level playing field in the video services marketplace?

Answer. As you note, in December of last year, the Commission adopted a Report
and Order (FCC 06-180) regarding Section 621 of the Communications Act, which
applies to competitive entrants. Because the notice in this proceeding was limited
to competitive entrants, it did not address franchising as it relates to incumbent
providers. We are looking at the franchising process as it relates to incumbents as
part of the Further Notice of Proposed Rulemaking (“FNPRM?”). In the FNPRM, we
tentatively conclude that the findings in the December Order should apply to cable
operators that have existing franchise agreements as they negotiate renewal of
those agreements with LFAs. The Commission has committed to issue an Order in
response to the FNPRM within 6 months.

Question 9. My state of Oregon receives no Federal Universal Service high cost
funding in the rural areas served by larger carriers such as Qwest or Verizon. In
2006, there were forty states, including Arkansas, Arizona, Missouri, Texas, Florida,
Washington, Nevada and California, that received no high cost funding for the rural
areas served by their large incumbents. Would you support changing the adminis-
tration of the Universal Service non-rural high cost fund to allow for a fair redis-
tribution of those funds to include states with high cost rural areas that currently
receive no support?

Answer. The Commission does need to change the administration of the universal
service non-rural high cost fund, in part to comply with a remand from the United
States Court of Appeals for the 10th Circuit (10th Circuit).

Qwest, Verizon, and other non-rural carriers serving Oregon do not currently re-
ceive high-cost universal service support pursuant to the non-rural mechanism. In
2005, however, Oregon received $68.5 million in high-cost universal service support.
This includes over $20 million in Interstate Access Support received by Qwest,
Verizon, and other, mainly large, carriers subject to price cap regulation in the
interstate jurisdiction. For the Federal universal service fund as a whole, Oregon
was a net recipient, rather than a net contributor, of approximately $5 million of
universal service support in 2005.

Congress required the Commission to ensure that consumers living in rural and
high cost areas have access to similar telecommunications services at rates that are
reasonably comparable to rates paid by urban customers. As a Commissioner, I dis-
sented from the method of providing universal service support that was adopted by
my colleagues. As I said at the time, I thought that the Commission’s decision fell
short of our statutory mandate and our statutory obligations to ensure that con-
sumers living in rural and high cost areas have access to similar telecommuni-
cations services at rates that are reasonably comparable to rates paid by urban con-
sumers. The 10th Circuit, in its most recent remand, apparently agreed with this
assessment. Specifically, the court held that the Commission failed to reasonably de-
fine the terms “sufficient” and “reasonably comparable.” Because the non-rural,
high-cost support mechanism rests on the application of the definition of “reasonably
comparable” rates invalidated by the court, the court also deemed the support mech-
anism invalid.

The court directed the Commission to “utilize its unique expertise to craft a sup-
port mechanism taking into account all the factors that Congress identified in draft-
ing that Act and its statutory obligation to preserve and advance universal service.”
In response to this second remand, the Commission is currently considering addi-
tional modifications to the methodology for calculating universal service support for
high-cost areas served by larger carriers (i.e., the non-rural high-cost support mech-
anism). I intend to circulate an order resolving this issue before the end of the year.
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RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. JOHN THUNE TO
HoN. KEVIN J. MARTIN

Question 1. Even as we are strategizing on how to complete the deployment of
DSL and cable modem broadband networks to the hard to reach places of our coun-
try, other countries are well on their way to deploying next-generation fiber net-
works. High-speed fiber will change how we use the Internet similar to the change
we saw between dial-up and broadband. Is there anything Congress can be doing
to help speed the deployment of our high-speed fiber network here at home, and in
rural areas particularly?

Answer. I believe that it is critical that consumers in all areas of the country
enjoy the benefits of broadband deployment. To this end, the Commission has taken
actions to level the playing-field between broadband providers by eliminating legacy
regulations, like tariffs and price controls that discourage providers from investing
in broadband networks. Since then broadband penetration has increased while
prices has decreased.

Obtaining information that is useful to gauge deployment and consumer subscrip-
tion to broadband is an ongoing effort at the Commission. In order to gain an even
better picture of the extent of broadband deployment and consumer acceptance of
broadband, I have circulated a Notice of Proposed Rulemaking (NPRM) to the Com-
mission that asks questions about how we can obtain more specific information. In
particular, the NPRM asks questions about how we can obtain more specific infor-
mation about broadband deployment and consumer acceptance in specific geographic
areas and how we can combine our data with those collected at the state level or
by other public sources. By improving our data collection, we will be able to identify
ni)(ire precisely those areas of the country where broadband services are not avail-
able.

I have also circulated our fifth inquiry under section 706 of the Telecommuni-
cations Act of 1996 into “whether advanced telecommunications capability is being
deployed to all Americans in a reasonable and timely fashion.” 47 U.S.C. §157 nt.
In this Notice, we seek comment on all aspects of broadband availability, including
price and bandwidth speeds. In particular, we seek comment on whether, given the
evolution of technology and the marketplace, we should redefine the term “advanced
services” to require a higher minimum speed in one or both directions. Between
these two proceedings, it is my hope that the Commission will solicit the informa-
tion necessary to better assess the competitive progress in the broadband market.

Of course, the universal service fund plays an important role in broadband deploy-
ment. It is this fund which is essential to enabling rural carriers to upgrade and
maintain their networks. We must ensure that the universal service remains stable
to support these efforts.

To the extent that Congress passes legislation that enables the Commission to
take action to further encourage the deployment of broadband to rural areas, the
Commission will do everything in its power to faithfully and effectively implement
it.

Question 2. When I speak with some of South Dakota’s rural telephone coopera-
tives and other telecommunications providers, I hear about the large amount of re-
sources they must put toward legal fees to keep pace with the legal and regulatory
maneuvers being made by some of the larger telecommunications providers with
seemingly bottomless pockets for such actions. Some of these small providers hon-
estly think part of the larger competitors’ plan is to beat them through legal fees
instead of the marketplace. The Commission obviously cannot do anything about the
fees lawyers are charging, but they can do something about the speed at which reg-
ulatory decisions are made and the hoops that must be jumped through. How can
the FCC improve its decisionmaking processes so that small telecommunications
providers don’t bear such an imbalanced burden?

Answer. The Commission is continually working to improve its decision-making
processes and to resolve issues more expeditiously. In addition, the Commission is
always looking for ways to ease the regulatory burdens on small carriers. For exam-
ple, the Commission has, over the years, attempted to lessen substantially the level
of regulation imposed on small incumbent LECs, such as the rural telephone co-
operatives you describe. Specifically, the Commission has taken action to exempt
small telephone companies from certain reporting and recordkeeping requirements.
In addition, telephone companies whose operating revenues are below $129 million
(which is indexed annually) do not file Automated Reporting Management Informa-
tion System (ARMIS) reports, do not submit cost allocation manuals for review, and
may account for their operations in accordance with a streamlined version of the
Commission’s Part 32 accounting rules. In addition, small local telephone companies
also benefit from the Commission’s streamlined tariff process, and members of the
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National Exchange Carrier Association (NECA) may avoid filing individual tariffs
altogether by participating in the NECA tariff.

For small carriers that seek approval to transfer control of their domestic assets
or operating authority, the Commission’s streamlined section 214 rules ease the bur-
den associated with obtaining Commission authorization for these transfers. The
rules allow the carriers to close a proposed transaction on the 31st day after the
date of the public notice listing their section 214 application as accepted for filing
as a streamlined application. In particular, this streamlined process applies to rural
incumbent LECs that have, in combination, fewer than 2 percent of the Nation’s
subscriber lines nationwide and no overlapping or adjacent service territories. And,
of course, section 251(f) of the Act exempts rural telephone companies from the
interconnection and unbundling requirements of section 251(c) unless certain pre-
requisites are met.

In light of the dramatic growth and technological developments in the communica-
tions industry, we believe that our small entity policies must continue to evolve with
the industry. Accordingly, we will continue our efforts to resolve proceedings as ex-
peditiously as possible and thereby create greater regulatory certainty and stability.

Question 3. As you know, some media companies and others are pushing for the
repeal of the newspaper cross-ownership ban. They argue that a media outlet own-
ing both the local newspaper and a local broadcast station could make better use
of scarce resources to gather and report the local news. They also argue that the
handful of “grandfathered” newspaper-broadcast combinations, which were in place
before the ban was implemented in 1975, have not shown any gross abuse. Some
consumer groups and others who support keeping the newspaper cross-ownership
ban in place alternatively argue that combining newspaper and broadcast outlets
could reduce competition among media outlets. There could be less incentive to get
“the scoop” or report a contradicting viewpoint. What do you believe would happen
to local news coverage if the newspaper cross-ownership ban was lifted? Do the 1975
grandfathered combinations really provide us with a good example since some of
them are currently owned by those media companies who want to lift the ban? For
example Gannett knows its management of Arizona’s largest newspaper, the Ari-
zona Republic, and television outlet KPNX-TV is under the microscope, so perhaps
their behavior would not be representative of how news gathering would be con-
ducted if the ban was permanently lifted.

Answer. The Commission has received many comments on this issue in our media
ownership proceedings, including the 2006 quadrennial ownership review pro-
ceeding. Proponents of cross-ownership indicate that the editorial management of
jointly owned newspaper and broadcast station operations generally do not overlap
and that cross-owned stations compete for readers and viewers. They have explained
that joint newsgathering resources allow economic efficiencies that can help news-
papers and local television stations compete in an expanded marketplace. There is
evidence that combining news-gathering resources can lead to more local news pro-
gramming, particularly in smaller or rural markets. On the other hand, opponents
of cross-ownership have stated that the newspaper/television cross-ownership prohi-
bition is necessary to preserve and promote viewpoint diversity and competition.

While there has been an explosion of new sources of news and information over
the last thirty years, when the cross-ownership ban was adopted, the number of
newspapers has actually declined. At least 300 daily papers have stopped publishing
since the cross-ownership rule was adopted. Newspaper circulation has declined
steadily for more than 10 years. Losses have accelerated in recent years. These re-
sults have led to cuts in papers’ newsgathering operations. For instance, the number
of people working in the newsrooms of U.S. daily newspapers dropped 4.1 percent
between 2001 and 2005.

During the Commission’s last review of its media ownership rules, the Commis-
sion conducted a number of studies, including one entitled “The Measurement of
Local Television News and Public Affairs Programs.” That study found that news-
paper-owned affiliated stations provide almost 50 percent more news and public af-
fairs programming than other network-affiliated stations. In addition, the study
found that the average number of hours of local news and public affairs program-
ming provided by the same-market cross-owned television-newspaper combinations
was 25.6 hours per week, compared to 16.3 hours per week for the sample of tele-
vision stations owned by a newspaper that is not in the same market as the station.
The study also found that the ratings for newspaper-owned stations’ 5:30 and 6 p.m.
newscasts during the November 2000 sweeps period averaged 8 compared to an av-
erage rating of 6.2 for non-newspaper-affiliated stations. Further, newspaper-owned
stations received 319 percent of the national average per station Radio and Tele-
vision News Directors Association (“RTNDA”) awards, and 200 percent of the na-
tional average E.I. DuPont Awards in 2000-2001. During that same period, non-
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newspaper-owned stations received RTNDA Awards at a rate of only 22 percent of
the national average. They received DuPont Awards at a rate of 39 percent of the
national average per station.

A second study, performed by the Project for Excellence in Journalism (“PEJ”),
supported the findings of the study discussed above. In its study, PEJ analyzed 5
years of data on ownership and news quality. PEJ concluded that cross-owned sta-
tions in the same Nielsen Designated Market Area were more than twice as likely
to receive an “A” grade as were other stations.

In its 2003 Order, the Commission noted these findings above and concluded that,
“[n]ot only do newspaper-owned stations provide more news and public affairs pro-
gramming, they also appear to provide higher-quality programming, on average, at
least as measured by ratings and industry awards.” As a result, the Commission
found it in the public interest to remove the cross-ownership ban. Although the
Third Circuit remanded the revised rule that the Commission adopted, the court
upheld the Commission’s decision to remove the ban, finding that “[t]he Commis-
sion’s decision not to retain a ban on newspaper/broadcast cross-ownership [was]
justified under § 202(h) and [was] supported by record evidence.”

As part of its 2006 media ownership proceeding, the Commission is committed to
a thorough examination of the newspaper/broadcast cross-ownership rule and its im-
pact on local news and information as we move forward with the review of our
media ownership rules launched last summer. The Commission is conducting a
study to examine the effect of newspaper cross-ownership on television news cov-
erage using matched pairs of cross-owned and non-cross-owned television stations.
This study, as well as all of the other economic studies, will be released to the public
for review and comment.

The Commission also has already held three hearings on media ownership and
plans to hold three more ownership hearings. In addition, the Commission intends
to conduct two more hearings on broadcast localism this year.

I intend to take account of all we learn in these hearings and in our proceedings.
I expect that this extended process will result in a complete record, including a thor-
ough airing of all sides of this important issue, as well as empirical evidence from
our studies and from the rulemaking, upon which we can base our decisions.

Question 4. The closest daily newspaper can be 100 miles away in some parts of
my state. Do you see any particular challenges in providing a diversity of news
viewpoints in rural parts of our country if further media consolidation 1s allowed
to occur? Some argue local cable news channels and local Internet news sites can
enhance competition and bring out a diversity of viewpoints, but are these answers
going to work in rural communities?

Answer. I recognize the unique challenges small and rural communities face in
their efforts to access media and information technologies. In this regard, broadband
infrastructure is particularly important to those living in rural and other insular
areas. These consumers need to have access to the same types of news and informa-
tion resources as those who live in urban areas.

Some media companies, on the other hand, have commented in our media owner-
ship proceeding that allowing newspaper-broadcast cross-ownership or allowing
broadcasters to form additional duopolies is particularly important in smaller and
rural markets to allow economies of scale that will both allow newspapers to survive
in a time of declining circulation and permit broadcasters to compete effectively by
offering more and improved local news coverage and local programming in their
communities. As we engage in our ongoing examination of broadcast localism and
media ownership, I intend to devote specific attention to the status of competition,
diversity, and localism in smaller and rural markets.

Question 5. You have stated that a primary goal of your term as Chairman is to
increase access to broadband throughout our country. I commend you for making
this a top priority at the FCC. I agree with this goal and hope I help you in achiev-
ing it. While a vast majority of Americans have access to broadband, there are still
key rural and other hard to reach areas that have not yet been connected. Every
study shows that access to broadband increases economic opportunities as well as
increases access to education and quality health care services. Do you believe the
current Federal programs to advance broadband deployment are doing the job? Sen-
ator Stevens recently introduced USF reform legislation which leaves many details
up to the FCC. If Congress were to implement these reforms, could the Commission
fashion an effective USF broadband deployment program that would make efficient
use of scarce USF dollars?

Answer. I believe that a modern and high quality telecommunications infrastruc-
ture is essential to ensure that all Americans, including those living in rural com-
munities, have access to the economic, educational, and healthcare opportunities
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available on a broadband network. Our universal service program must continue to
promote investment in rural America’s infrastructure and ensure access to tele-
communications services that are comparable to those available in urban areas
today, as well as provide a platform for delivery of advanced services. Indeed, in the
Federal-State Universal Service Joint Board’s 2002 Recommended Decision, I urged
the Commission to explore how, and to what extent, the Federal universal service
support mechanism could assist the deployment of advanced services, or at least the
removal of barriers to such deployment, particularly in rural, remote and high cost
areas throughout the country.

Unfortunately, the discussion about using universal service to fund broadband is
being overshadowed by the uncontrolled growth in the fund as a result of sub-
sidizing multiple competitors to provide voice services in rural areas. Before the
Joint Board can make real progress on the true mission of universal service, ensur-
ing access to high quality communications services in rural areas of the country, it
must act to address the growth in the fund caused by competitive eligible tele-
communications carriers (CETCs). Specifically, CETC payments have been growing
at a trend rate of 101 percent per year since 2002. In 2000 CETCs received $1 mil-
lion in support. Based on recent USAC estimates, CETCs received almost $1 billion
in 2007. And, CETC support in 2007 is estimated to be at least $1.28 billion.

Nevertheless, I would welcome the passage of an effective broadband deployment
program that would make efficient use of scarce universal service moneys. Indeed,
at an en banc meeting of the Federal-State Joint Board on Universal Service held
on February 20, 2007, I and many of my Joint Board colleagues expressed support
for exploring whether to support explicitly broadband as part of the high-cost uni-
versal service mechanism. To the extent legislation is passed, the Commission will
faithfully and effectively implement it.

Question 6. South Dakota’s nine Indian reservations have distinct challenges in
their effort to increase access to broadband and wireless telecommunication services.
There are unique characteristics in regards to existing infrastructure, local govern-
ment, and population density. In your assessment are Native American communities
taking full advantage of the USF program and other programs available to them?
Has the FCC’s “Indian Telecommunications Initiative” been effective in building
partnerships and identifying solutions to bringing affordable telecommunications
services to Indian country? Should we be doing more?

Answer. The unique characteristics and needs of consumers on tribal lands are
addressed in part by the Commission’s Lifeline and Link-Up low income programs.
For example, residents of tribal lands can receive Federal Lifeline discounts above
the typical Lifeline discounts of up to an additional $25 off the monthly cost of tele-
phone service. Similarly, Link-Up discounts for consumers in tribal areas are avail-
able to fully cover charges between $60 and $130, representing up to a maximum
of $100 in discounts for initial connection charges for telephone service.

As reported in the December 2006 Federal-State Joint Board Monitoring Report,
support to tribal areas in 2005 totaled more than $45.5 million for Lifeline services
and more than $2.5 million in Link-Up benefits.

However, getting the word out to all consumers eligible for these programs, in-
cluding those on tribal lands, remains a challenge. A Federal/state working group
was formed in 2005 to address precisely this issue, staffed by the FCC, the National
Association of Regulatory Utility Commissioners and the National Association of
State Utility Consumer Advocates. In a report released in February 2007, the work-
ing group identified tribal lands as an area with particular challenges due to the
characteristics such as population density, and has suggested a focus on coordi-
nating with tribal governments to facilitate dissemination of program information.
On February 28, 2007, the National Congress of American Indians (NCAI), which
includes 250 member tribes from throughout the United States met here at the FCC
to further discuss these issues.

The Commission’s Indian Telecommunications Initiatives (ITI) recognizes that dif-
ferent tribes are at different stages of economic development and their experiences
with telecommunications vary. The ITI holds interactive regional workshops de-
signed to provide “how to” information about telecommunications services and tele-
communications infrastructure development, with an emphasis on the unique char-
acteristics and needs of consumers on tribal lands in the region. Workshop partici-
pants typically include tribal, Federal agency, and communications industry rep-
resentatives and agendas are set with the primary goal of providing clear, practical
information tribes can use to gain access to critical telecommunications services. In-
forming tribes about the financial support available through Federal Government
programs, such as Lifeline and Link-Up, is a consistent component of our regional
workshops. Our most recent ITI regional workshops were held in Polson, Montana,
in October 2006 and San Diego, California in July 2006.
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In addition to the ITI workshops, senior Commission officials and staff regularly
attend and participate in conferences, meetings, and other events sponsored by
American Indian tribes, tribal organizations, and others interested in Indian coun-
try issues. These outreach activities provide excellent opportunities to establish ben-
eficial relationships with tribal governments and their members, and to listen and
learn about their telecommunications needs and requirements. They also provide op-
portunities to distribute detailed information about Commission rules and policies
affecting telecommunications services in Indian country. Commission staff consults
regularly with tribal government representatives to analyze and explore other ini-
tiatives and activities that will assist in ensuring that consumers on tribal lands
have access to affordable, quality telecommunications services.

Finally, the Commission also makes available a tribal land bidding credit to any
winning auction bidder that commits to deploying facilities and providing wireless
services to qualifying tribal lands. A licensee receiving a tribal land bidding credit
for providing services to tribal lands has 3 years from the grant date for con-
structing and operating its system to cover at least 75 percent of the tribal popu-
lation within its market, or repay the credit plus interest. For example, the Commis-
sion recently conditioned a waiver granting relief from power limits to Crown Castle
International Corporation upon fulfillment of its tribal lands construction obligation
associated with the White Mountain Apache Reservation.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. JiM DEMINT TO
HonN. KEVIN J. MARTIN

Question 1. Are any proceedings pending that would significantly reform universal
service in a way that would reduce the amount of subsidies disbursed?

Answer. The Commission needs to move to a universal service distribution system
that is more efficient. There are several proceedings in which the Commission is ex-
amining how best to disburse Federal universal service support. The Federal-State
Joint Board on Universal Service (Joint Board) is currently exploring how best to
reform the rural high-cost support mechanism. One of the ideas that they are con-
sidering is whether a “reverse auction” mechanism could be used as the basis for
distributing universal service high-cost support. I believe that reverse auctions could
provide a technologically and competitively neutral means of controlling fund
growth and ensuring a move to most efficient technology over time. The Joint Board
will be issuing recommendations on these issues in the near future.

Question 2. Congress has mandated that analog broadcasting cease by February
2009, and that the auction of the analog spectrum occurs no later than January
2008. What proceedings need to be completed this year so that the auction can go
forward as directed by Congress?

Answer. There are two proceedings that must be completed so that the auction
can go forward as directed by Congress:

o Service Rules for the 698-746, 747-762 and 777-792 MHz Bands, Notice of Pro-
posed Rulemaking, WT Docket No. 06-150, 21 FCC Red 9345 (2006)—seeking
comment, among other things, on possible modifications to the service, tech-
nical, and auctions-related rules to be applied in the Congressionally mandated
auction of analog spectrum and the use of that spectrum.

e 700 MHz Auctions Procedures Proceeding—before the auction, specific proce-
dures need to be adopted for the conduct of the 700 MHz auction. Such proce-
dures encompass auction structure as well as the specific bidding procedures to
be applied—including minimum opening bids, minimum acceptable bid amounts
during the course of the auction, and auction activity requirements.

Question 3. What is the current status of each of those proceedings?
Answer. The status of each proceeding listed above is as follows:

o Service Rules for the 698-746, 747-762 and 777-792 MHz Bands—the Commis-
sion released a Notice of Proposed Rulemaking on August 10, 2006. Comments
were filed on September 29, 2006. Reply Comments were filed on October 20,
2006. I anticipate the Commission issuing an order on the service rules in the
spring of this year.

e 700 MHz Auctions Procedures Proceeding—once the Commission completes the
service rules proceeding, comment will be sought on auction procedures. The
Commission will need to complete this proceeding by late summer.
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Question 4. What percent of retransmission consent agreements between broad-
casters and cable providers result in the broadcast channel being taken off the cable
system?

Answer. Because retransmission consent involves private contractual negotiations,
the Commission does not currently have information on retransmission consent ar-
rangements.

Question 5. How many retransmission consent agreements are negotiated success-
fully each year?

Answer. As noted above, the Commission does not currently have information on
retransmission consent arrangements.

Question 6. The requirement to provide analog cellular service expires in February
200§.d1?)o you see any possibility that the February 2008 deadline would be ex-
tended?

Answer. We have under consideration a request that the deadline be extended
that was filed by the Alarm Industry Communications Committee and ADT Security
Services, Inc. Comments were filed on January 19, 2007. Reply Comments were
filed on February 6, 2007.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. DAVID VITTER TO
HonN. KEVIN J. MARTIN

Question 1. I wanted to ask about the Image Access, Inc. (NewPhone) Petition for
Declaratory Ruling pending before the Commission, WC Docket No. 06-129. This
petition deals with the rates for local services charged by wholesale incumbent tele-
phone companies to telephone service resellers. A few companies in Louisiana are
interested in how the Commission will deal with this petition and if it will be con-
sidered soon. These companies state that a disposition of this petition would help
bring certainty to their market and by clearing up rules related to the FCC’s regula-
tions on the pricing for service resellers. Please let me know the status of the Com-
mission’s efforts to address this petition.

Answer. The 1996 Act requires all incumbent LECs to offer for resale any tele-
communications service that the carrier provides at retail to subscribers who are not
telecommunications carriers. The Commission has found that resale restrictions are
presumptively unreasonable. Accordingly, it adopted rules outlining circumstances
under which incumbent LECs’ promotional and discounted offerings are subject to
the wholesale rate requirements in the Act. I also believe that incumbent LECs
should allocate their costs consistently throughout all aspects of their operations.
Thus, to the extent an incumbent offers a mixed bundle of telecommunications and
non-telecommunications services, I expect that they will allocate the telecommuni-
cations portion of their service for resale purposes in the same manner that it allo-
cations this portion of the service for all other purposes. The Commission sought
comment on NewPhone’s petition and the record closed last summer. We are cur-
rently considering the policy and legal clarifications sought by NewPhone.

Question 2. 1 have been alerted to a problem regarding compensation to payphone
providers for coinless calls made from their phones. According to recent FCC statis-
tics, about 6 percent of Louisiana households do not have any type of phone in their
home. During the immediate aftermath of Hurricanes Katrina and Rita, payphones
were the only way many people—both those without any other phones and also
those whose mobile phones were not working due to the networks being over-
loaded—could reach emergency personnel or family and loved ones. Without being
fairly compensated according the rules set forth by the Commission, payphone pro-
viders will not be able to maintain these phones. I have been told that in the last
2 years since the Commission most recently revised the payphone compensation
rules, a large number of carriers have failed to comply with their obligations under
these rules. I also understand that in December 2006, the FCC issued its first sanc-
tions against one of these carriers that violated these rules. I would appreciate hear-
ing your comments on whether you think the agency has sufficient power and re-
sources under your existing authority to continue to enforce these rules and help
ensure that companies are not able to disregard the Commission’s payphone com-
pensation rules.

Answer. Enforcement of the Commission’s rules, including our payphone com-
pensation rules, is a priority. The Commission has taken several enforcement ac-
tions against carriers who have not complied with our payphone rules and is cur-
rently investigating other carriers. As you mention, last December, the Commission
found that Compass, Inc., d/b/a Compass Global, Inc., apparently failed to meet its
statutory and regulatory obligations related to payphone compensation, and the
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Commission imposed a total forfeiture of $466,000. More recently, on February 23,
2007, the Commission released an order awarding approximately $2.7 million in
damages, plus prejudgment interest, to billing and collection agents for various
payphone service providers (“PSPs”), which represented per-call compensation owed
to the PSPs pursuant to section 276 of the Communications Act.

In addition to enforcement actions, the Commission has taken steps to help
payphone providers receive compensation by reminding carriers of their obligations
to payphone providers. On September 13, 2006, the Commission’s Wireline Competi-
tion Bureau released a Public Notice reminding carriers of their obligations under
the payphone rules, and also reiterating that it will not hesitate to take enforcement
action, including imposing forfeitures, should carriers fail to comply with their com-
pensation and reporting obligations.

The combination of enforcement actions and the Public Notice informing carriers
of their obligations are steps that the Commission has taken to ensure that carriers
do not disregard our payphone rules. We also recognize the importance of
payphones, especially in emergency situations. As such, we will continue our efforts
of investigating and taking enforcement actions against carriers who fail to com-
pensate payphone providers for completed calls.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. DANIEL K. INOUYE TO
HoN. MICHAEL J. CopPPS

Question 1. In March, 2006, the FCC allowed a Verizon forbearance petition to
become effective by operation of law. Because there was a vacancy on the Commis-
sion at that time and a 2-2 split among Commissioners, Verizon was able to gain
regulatory relief through Commission inaction. Does the current process regarding
the disposition of forbearance petitions in the absence of a Commission majority es-
sentially allow petitioners to write the terms of their relief?

Answer. Yes. As I said at the time of the Commission’s inaction on the Verizon
petition, permitting a forbearance petition to go into effect like this is akin to pro-
viding industry the pen and giving it the go-ahead to rewrite the law. I believe Con-
gress trusted the FCC to implement the law, but it did not tell us to delegate far-
reaching policy changes to the companies that fall under our jurisdiction. I note a
recent submission to the D.C. Circuit Court of Appeals concerning the appeal of the
Verizon forbearance petition, which argues that “[wlhen the FCC voted 2-2 on
Verizon’s Petition, the legal effect of its deadlock was to deny Verizon’s Petition.”
Sprint Nextel Corp. et al. v. FCC, Case No. 06-1111, filed Feb. 26, 2007.

Question la. Is it fair in such situations to allow petitioners to amend the scope
of their requested relief after the period for comment on the original petition has
concluded?

Answer. I fear that allowing petitioners to amend the scope of the relief requested
after the comment period has concluded denies the public the opportunity to offer
input. This is of special concern when petitions address vast areas of communica-
tions policy and inaction is tantamount to the Commission erasing decades of com-
munications policy in a single stroke.

Question 1b. Should forbearance petitions be denied in the absence of an order
approved by a majority of Commissioners?

Answer. Ideally, yes. I believe the Commission would benefit from additional Con-
gressional guidance on this point.

Question 2. One of the biggest challenges we face over the next 2 years is moving
our Nation from analog to digital television with minimal consumer disruption. I un-
derstand that the FCC is currently receiving comment on its Proposed Final Table
of DTV allotments, proposing final digital channels for TV broadcast stations. How-
ever, even after that is final, additional actions will be needed to complete the tran-
sition. Given the enormity of the task before us, what action is the Commission tak-
ing a?nd what action should it take to ensure that our country is ready in February
20097

Answer. I believe the Commission needs to confront head-on the significant con-
sumer confusion that exists in this area. We should be working to ensure that every
customer understands what the February 2009 date will mean for his or her viewing
options. We should strive to let every consumer understand how his or her buying
decisions between now and then will affect those options. I appreciate the actions
taken by the agency to date, including our Consumer and Governmental Affairs Bu-
reau reaching out to state, local, and tribal governments and public service organi-
zations, as well as its efforts in creating a DTV website (www.dtv.gov), shopper’s
guide and DTV tip sheet. But if we are going to succeed here, we have to do more.
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We need to be working closely with NTIA and the consumer electronics industry to
ensure that we get the word out to every American as early as possible. Consumer
education and outreach have not always been at the core of this agency’s mission—
but with the transition less than 2 years away, the time to make it a priority is
now.

Question 3. A recent study conducted by Free Press entitled, Out of the Picture:
Minority & Female TV Station Ownership in the United States, contained some so-
bering statistics.

Women comprise 51 percent of the entire U.S. population, but own a total of
only 67 stations, or 4.97 percent of all stations.

Minorities comprise 33 percent of the entire U.S. population, but own a total
of only 44 stations, or 3.26 percent of all stations.

Latinos comprise 14 percent of the entire U.S. population, but own a total of
only 15 stations, or 1.11 percent of all stations.

African Americans comprise 13 percent of the entire U.S. population but only
own 18 stations, or 1.3 percent of all stations.

Asians comprise 4 percent of the entire U.S. population but only own a total
of 6 stations or 0.44 percent of all stations.

Do these facts trouble you as they do me, and what action should the Commission
take to promote greater diversity of ownership?

Answer. These facts are beyond troubling and they deserve far more attention
than they are getting. Today, the media and communications industries account for
one-sixth of the U.S. economy. It may be the most influential industry in our coun-
try. We need to harness the promise and power of this sector for the benefit of all
Americans, because every person in this country is entitled to a media that reflects
America and serves the public interest. But as these numbers show, we are nowhere
near taking advantage of our great diversity when it comes to the state of media
in this country.

When it comes to media, ownership rules. If we truly want to increase the number
of voices on the public airwaves, we need to diversify ownership. To get this process
rolling, the FCC must seek comment on the minority ownership proposals remanded
by the Third Circuit in 2003. To date, the Commission’s failure to seek comment
specifically on these proposals undermines the credibility of FCC efforts to respond
to the court’s remand. That leads me to question whether the agency is willing to
be really proactive in promoting greater ownership diversity.

Finally, let me note that recent proposals that would have broadcasters leasing
spectrum on non-primary digital channels to independent minority businesses so
they can access the airwaves more easily after the digital transition do not get to
the root of the problem. They may be fine as far as they go, but they go nowhere
near far enough. They fail to address the troubling state of minority media owner-
ship. Offering a few hours on the fourth or fifth channel ensures little more than
second class citizenship on the digital airwaves.

Question 4. On November 22, 2006, the day before Thanksgiving, the FCC re-
leased a list of economic studies to be performed in the media ownership pro-
ceedings. How did the Commission choose the economic studies to be performed in
the media ownership proceedings?

Answer. The Chairman’s Office selected the studies to be performed.

Question 4a. Who at the Commission or elsewhere was consulted for input on the
topics chosen?

Answer. Early in the process, the Chairman’s Office asked for input from our of-
fice. I remain concerned, however, that the topics are so generalized that they may
not be of much assistance as we address specific questions raised by the court re-
mand.

Question 4b. How were parties selected for the studies done outside the Commis-
sion, and what is the cost of these contracts?

Answer. I believe the public has a right to know how the contractors were selected
and how much money is being spent on each project. To date, this information has
not been made publicly available. When the majority of the previous FCC voted to
loosen the ownership rules in 2003, the court took them to task for inadequate jus-
tification of their handiwork. My hope has been that the Commission would not
head off on the same course again—especially at a time when so many people al-
ready doubt the credibility of the research we do.

Question 4c. Would the Commission consider seeking public comment on what
other studies might assist the Commission in its review of ownership rules?



120

Answer. I wholeheartedly support seeking public comment on what other studies
could assist the Commission in its review of ownership rules. More than that, I be-
lieve it is imperative for whatever studies that are produced to be subject to peer
review and public comment. The previous FCC was taken to task by the Congress,
court and American people for its failure to seek public input during our last effort
at revising our media ownership rules. It is vitally important that the Commission
not trip itself up by failing to get public input during this current effort.

Question 5. In November 2006, the Government Accountability Office (GAO)
issued a report concluding that the cost of special access has gone up—not down—
in many areas where the FCC predicted that competition would emerge. To address
this error, the report recommended that the FCC develop a better definition of “ef-
fective competition” and monitor more closely the effect of competition in the mar-
ketplace. Do you agree with these findings?

Answer. Yes. I have long pushed the FCC to review its policies governing special
access. Special access is the backbone of business communications in this country.
If our rules are inadequate to ensure competitive pricing, we must revisit them.

Question 5a. What action should the Commission take in response?

Answer. I have long pushed the FCC to review its policies governing special ac-
cess. In 2005, the Commission began a Notice of Proposed Rulemaking to consider
changes to our rules governing special access. We are overdue to complete this ef-
fort. It would have the added benefit of responding to some of the very same criti-
cisms that are in the GAO report.

Question 6. Last year, Congress passed legislation imposing a ten-fold increase in
the size of maximum fines for indecency violations, to a maximum of $325,000 per
violation. At the time President Bush signed the law, he said “[t]he problem we
have is that the maximum penalty that the FCC can impose under current law is
just $32,500 per violation, and for some broadcasters, this amount is meaningless.
It’s relatively painless for them when they violate decency standards.” Should Con-
gress similarly raise the statutory maximum fine for other violations?

Answer. I worry that too many Commission fines are treated by our largest
regulatees as simply the cost of doing business. Because larger fines are greater de-
terrents, I think it would be valuable to see in what areas under our jurisdiction
compliance with FCC rules is the most problematic. In those areas, I believe Con-
gress may want to consider increasing maximum fines.

Question 6a. What other actions should be taken to promote swifter and more ef-
fective enforcement?

Answer. Without swifter responses from the FCC, businesses will be disinclined
to seek redress through Commission enforcement processes. Imposing deadlines on
FCC action would increase the effectiveness of FCC enforcement action.

Question 7. Recently, the FCC adopted an order to prohibit certain practices by
franchising authorities that the Commission finds are unreasonable barriers to
entry. One issue mentioned in that order, which is very important to the State of
Hawaii, is the ability of the franchise authority to seek appropriate contributions
for public, educational, and governmental (PEG) and institutional networks (I-nets).
I understand that some parties have disputed the veracity of some claims made in
this proceeding. What, if any, efforts did the Commission take to independently in-
vestigate and verify the claims of unfair demands made by many of the carriers in
this proceeding?

Answer. Too few, if any. In this context and in others the Commission relied heav-
ily on the submissions of interested parties. These submissions are vitally impor-
tant, but need to be accompanied by the FCC’s own independent research,
verification and investigation. For this reason, among others, I dissented to this de-
cision.

Question 8. In 2004, the FCC adopted a plan to move certain licenses within the
800 megahertz band in order to eliminate interference problems that were being ex-
perienced by public safety communications systems. What is your assessment of the
pace of progress in rebanding the 800 MHz band and what steps does the Commis-
sion intend to take in order to get this process back on track?

Answer. We are now half-way through the 36-month re-banding process. It is my
understanding that the new Public Safety and Homeland Security Bureau has been
working closely with the Transition Administrator, public safety agencies and orga-
nizations and the other relevant stakeholders. I understand that some, but not all,
parties think an extension of time will be necessary, and that various stakeholders
have requested that the Commission work with the Transition Administrator to de-
velop specific intermediate benchmarks. I would be very reluctant to grant an exten-
sion of the June 2008 deadline and would consider doing so only if it became abso-
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lutely necessary to make the process work and in order to avoid any disruptions to
public safety operations. Obviously, any potential relief would depend on the specific
facts and those facts would need to be compelling. I continue to monitor the time-
table closely in order to make sure that public safety receives the benefits promised
by re-banding.

Question 9. A number of wireless carriers have employed the use of high “early
termination fees” to prevent wireless customers from switching to other carriers. In
some cases these fees may be $200 or more, and may apply regardless of whether
the subscriber wishes to cancel on the first or last date of their wireless contract.
Do you believe these practices promote or impede competition?

Answer. Too often, I believe these practices impede competition. I have heard
from consumers who feel that they are left with little or no option in terms of chang-
ing providers because of the early termination fees that they would be forced to pay,
even if they are dissatisfied with their provider.

Question 10. Given requirements imposed by General Services Administration to
promote greater redundancy of communications, how would the retirement of copper
facilities impact Congress’ directive to promote the availability of alternate network
facilities in federally owned and leased buildings?

Answer. Having redundant networks is an important part of ensuring the security
of our communications system. Under the statute and under Commission rules, in-
cumbent local exchange carriers seeking to retire copper loops must comply with
FCC network modification disclosure requirements. While carriers should be per-
mitted to update their network architecture, there is reason to be concerned that
this process may reduce the availability of alternate network facilities in, among
other places, federally owned and leased buildings. The Commission should consider
reviewing its rules in order to ensure that under the guise of upgrading facilities,
carrieri do not sacrifice the safety and security that comes with having redundant
networks.

Question 11. Given the Commission’s policy of promoting broadband deployment
and eliminating regulations that treat competitors in the provision of broadband dif-
{erentlg, how is this policy being implemented with regard to pole attachment regu-
ations?

Answer. While implementing pole attachment policy is one of the drier and more
technical issues the Commission faces, it is also essential to ensuring that we have
a competitive broadband market. Unfortunately, I do not believe the Commission
has done all it should in order to ensure that businesses have certainty about what
our rules require and to welcome new entrants into the market for broadband serv-
ices. I believe we owe the broadband over power line industry some certainty about
how pole attachment rules will apply to them. I also believe we need to act in an
expeditious fashion to resolve petitions before the agency that would clarify the
rules that apply to competitive entrants into the wireline broadband market who
seek to use poles and conduits owned by incumbent wireline providers.

Question 12. Recently, a Virginia Federal court referred a matter to the FCC for
review and clarification as to whether Internet Protocol Television or “IPTV” service
meets the definition of a “cable service” under the Communications Act—a question
that this Committee answered affirmatively during consideration of last year’s tele-
communications bill. How does the Commission intend to address this matter?

Answer. In 2002, the Commission took its first steps down the reclassification
road by pronouncing cable modem service to be an information service under the
Communications Act. Three years later, the Commission reclassified wireline
broadband Internet access as an information service. As I have noted from the start,
this reclassification frenzy has consequences. Moving a service from one title to an-
other means the FCC has an obligation to spell out what it means for everything
from homeland security to universal service to consumer privacy to disabilities ac-
cess. Furthermore, it means the FCC should consider what the consequences are for
new services, like IPTV. Unfortunately, the FCC has ducked and dodged too many
of these questions, and new ones have arisen in the wake of these decisions. I be-
lieve the Commission is overdue to answer questions like these and provide con-
sumers and industry alike with clear answers.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. BYRON L. DORGAN TO
HoN. MICHAEL J. CopPPS

Question 1. Eleven years after Congress passed the 1996 Telecommunications Act
that opened the floodgates of media consolidation in the radio industry is American
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radi?o better or worse than it was in 1996 in terms of viewpoint diversity and local-
ism?

Answer. I fear it is substantially worse. The Telecommunications Act of 1996
eliminated the national radio cap, ushering in a tremendous and totally unantici-
pated wave of consolidation in terrestrial radio. The top ten radio conglomerates
now control %5 of the total American radio audience. The result is that fewer compa-
nies own more radio stations in each market. This has had a scary impact on view-
point diversity and localism. Fewer owners mean fewer voices in each market, and
too often it means deep cuts in local newsgathering. As a result viewpoint diversity
suffers, as does reporting on the truly local news.

Well-informed citizens are the lifeblood of our democracy. Having less local news
and fewer viewpoints leaves us poorer as citizens, voters and as participants in com-
munity life. I am deeply concerned that further consolidation will further erode the
viewpoint diversity and local character of radio.

Question 2. How has consolidation impacted the public’s ability to hear local music
and local news on the airwaves?

Answer. Over the past 5 years, I have been in scores of media markets across the
nation, trying to understand how various localities are faring under the tremendous
consolidation that has overtaken America’s media during the past decade. The vast
majority of local television and radio markets are tight oligopolies, with even higher
levels of concentration for local news. In this environment, add a merger between
the monopoly newspaper and dominant television station and you get fewer report-
ers covering fewer beats, less diversity of opinion and a reduction in editorial voices.
This wave of consolidation may serve shareholder interest by reducing competition
and cutting newsgathering costs. But far too often this comes at the expense of the
public interest, because it strips to bare bones the amount of independently pro-
duced news available in a local community.

The same consolidation tune has played out on radio. A study of the top 50 radio
markets shows that local market concentration means more homogenous formats,
fewer overall songs played and less attention to songs that are no longer on the
charts. In this environment, local music rarely has a chance to get on the airwaves.

Question 3. Even with the existence of net neutrality conditions on AT&T, are
there rules in place to ensure that other broadband providers do not discriminate
against Internet content, services or applications? Given the rulings on information
servic%s, is it even clear that the FCC has authority to act if such discrimination
occurs?

Answer. The Communications Act has long prohibited common carriers from un-
just or unreasonable discrimination. With the Commission’s effort to reclassify
wireline broadband Internet access service as an information service, this prohibi-
tion may no longer directly apply. So in response to the effort to reclassify, I pushed
for the FCC to adopt its Internet Policy Statement. I see this effort as a starting
point, because if we want Internet Freedom, we need to ensure that FCC policy ad-
Justs so it continuously promotes the openness that has made the Internet so great.
I believe that under Title I of the Communications Act the FCC has authority to
act if discrimination occurs. Nonetheless, I acknowledge that this authority is less
than optimally clear. In this environment, the FCC surely would benefit from Con-
gressional guidance.

Question 4. In an environment of industry consolidation and technological integra-
tion, what role do you see the FCC playing to ensure nondiscriminatory access to
infrastructure, content, roaming, spectrum and rights of way?

Answer. I believe that in the coming years, the Commission should make enforce-
ment of the basic principle of nondiscrimination one of its central goals in a variety
of technical areas—just as it has traditionally done in its regulation of the Public
Switched Telephone Network. That is why I support the idea of Internet Freedom,
which ensures that consumers of one Internet service provider will have equal ac-
cess to the customers and content served by every other Internet service provider.
I also believe that the principle of openness and non-discrimination should apply in
a variety of other, comparable contexts. For example, I believe customers of smaller
wireless carriers should have access—through commercially-reasonable, non-dis-
criminatory roaming agreements—to the networks of larger carriers. Similarly, new
entrants should have fair access to rights-of-way in order to promote competition.
I believe that a strong commitment to the principles of competition, non-discrimina-
tion and open and interconnected networks will ensure that America’s consumers
f\re able to take full advantage of the rapid pace of technological innovation and evo-
ution.

Question 5. Do you think that the current broadband market is sufficiently com-
petitive and robust in terms of broadband deployment? Does the FCC currently have
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sufficient tools to even accurately determine whether Americans have access to
broadband?

Answer. I am not satisfied that the current broadband market is sufficiently com-
petitive. In the United States, 96 percent of consumer broadband is provided by ei-
ther cable modem or DSL technology. If they are lucky, then, consumers have a
choice between the cable and DSL duopoly. But too many lack even this choice and
we are paying a price for this low level of competition. Americans spend twice as
much for broadband connections that are one-twentieth the speed of some countries
in Asia and Europe. This state of affairs has to change. Without greater competition
and a viable third broadband pipe, we consign too many of our businesses to tough
stakes in the global digital economy and too many of our students to learning at
dial-up speeds.

I also am not satisfied that the FCC has the data necessary to adequately deter-
mine where there is broadband access in this country. I have long been on record
as a critic of the FCC’s broadband data gathering techniques. No business in its
right mind would make decisions based on the weak set of statistics we gather. The
FCC assumes that if there is a single subscriber to 200 kilobit broadband in a zip
code, then broadband is available throughout the area. This is like—as someone re-
cently told me—finding a driver of a Mercedes in each zip code and concluding, ergo,
everyone there drives a Benz. What I'd really like to see is the FCC collect more
granular information on consumers’ competitive choices; gather data on broadband
price and measure the cost per bit in this country; compare these statistics to our
international counterparts; and develop a deeper understanding of why our Nation’s
consumers—in urban, suburban, rural and tribal regions—are or are not able to
subscribe to broadband services. That would really tell us something about just
what the state of broadband deployment and penetration looks like in this country.

Question 6. How do you envision universal service reform moving ahead to keep
the fund sustainable? I am concerned about proposals that would not require
broadband connections to pay into universal service, or reverse auction proposals
that advocate providing USF support in an auction type model to the least cost pro-
vider.

Such proposals bring uncertainty to investment plans, and shift the universal
service standard from comparable to urban areas, to one that would just go to the
lower bidder, quality irrelevant. I understand that rural providers have expressed
concern about both proposals. Can you discuss the least cost provider issue, as well
as what possible distinctions exist to justify excluding broadband from paying into
USF—why shouldn’t a technology that uses and benefits from the network pay into
universal service?

Answer. The Commission is charged with preserving and advancing universal
service. That means ensuring everyone, from the inner city to the most rural
reaches of the country, has access to the wonders of communications. The challenge
we face in meeting this great objective is ensuring that our universal service mecha-
nisms are sustainable. As more of our networks and communications migrate to
broadband technology, I believe the key to sustainability lies in modernizing the
universal service system. That means having broadband both contribute to and re-
ceive support from the universal service fund.

While I am open to considering a wide array of reform proposals designed to en-
sure the sustainability of universal service, I have serious questions about the im-
pact of an auction-based universal service system on rural areas in this country.
Congress directed the Commission to ensure that consumers in all regions have ac-
cess to comparable services at comparable rates. It is not yet clear to me that an
auction-based system that rewards the least-cost provider will guarantee com-
parable services at comparable rates. Furthermore in 1997, when the Commission
last considered the use of auctions, it noted “it is unlikely that there will be competi-
tion in a significant number of rural, insular, or high cost areas in the near future.
Consequently, it is unlikely that competitive bidding mechanisms would be useful
in many areas in the near future.” Before moving ahead here, it is imperative that
we %nderstand what, if anything, has changed since the Commission reached this
conclusion.

Question 7. What is your view of making the deployment of advanced infrastruc-
ture that is fully capable of offering the wide array of broadband oriented services
the hallmark of our national universal service policy? Should universal service sub-
sidize broadband?

Answer. Yes. Broadband is the infrastructure challenge of our time. Our future
will be decided by how we master, or fail to master, advanced communications net-
works and how quickly and how well we build out broadband connectivity. The chal-
lenge comes in making sure that rural Americans get there right in time with the
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rest of the country. Universal service can play a vital role in making this happen.
First, as more and more of our communication migrates to broadband technology,
broadband should be part of the contribution base. Second, as part of the contribu-
tion base, broadband should also be the subject of universal service support. This
way we can modernize our current system to make the deployment of advanced in-
frastructure the hallmark of our national universal service policy.

Finally, it is important to note that universal service is only one of several policies
that can speed the way for broadband in rural America. Ultimately, our efforts at
the FCC must be part of a larger national broadband strategy that entails addi-
tional components that may be outside of Commission jurisdiction, like matching
grants and tax incentives. On this point, however, time 1s not our friend. I believe
every industrialized country around the globe already has a national broadband pol-
icy, save for the Untied States. We are long overdue to adopt and implement a pol-
icy to address this pressing national infrastructure challenge.

Question 8. The FCC recently has been granting incumbent providers (ILECs) for-
bearance from regulations on the premise that sufficient competition exists in a spe-
cific market to make enforcement of the regulations unnecessary. However, a Fall
2006 GAO report indicates that the assumptions the FCC uses to determine the ex-
istence of competition may be flawed and further that prices in Phase II areas—
that is, areas where competition is theoretically most intense—are going up. Is that
the case, and if so, are price increases consistent with a competitive market?

Answer. We all know that in a truly competitive market, consumers will enjoy
lower prices due to competition among providers. But as the GAO report notes, some
aspects of the special access market in this country are characterized by rising
rates. In particular, the GAO found that in areas where the FCC has granted full
pricing flexibility due to the presumed presence of competitive alternatives, prices
are higher than in areas that remain subject to FCC regulation. This suggests some-
thing is askew with FCC policies. After all, price increases are not naturally the
product of a competitive marketplace. It may very well be that the key competitive
market assumptions on which the Commission built its pricing flexibility relief were
flawed. I believe the FCC is past due to review its policies governing special access.
For this reason, I have pushed for the Commission to resolve its outstanding 2005
Notice of Proposed Rulemaking concerning special access. The GAO report makes
it even clearer that this is the right thing to do.

Question 9. Is forbearance for the ILECs in the public interest?

Answer. I have concerns about the existing forbearance process regardless of
whether the petition at issue is filed by an incumbent LEC or any other party. If
the Commission fails to act on a forbearance petition within the statutory time-
frame, it effectively hands the petitioning party the pen and permits it to rewrite
the law. I believe Congress trusted the FCC to implement the law, but it did not
tell us to delegate far-reaching policy changes to the companies that fall under our
jurisdiction. For this reason, the Commission would benefit from additional Congres-
sional guidance in this area.

Question 10. A proceeding to investigate the rates, terms and conditions for inter-
state special access services has been pending for a number of years. What is the
status of the FCC’s special access proceeding? What steps are being taken to speed
resolution of this matter?

Answer. I have long pushed the FCC to review its policies governing special ac-
cess. Special access is the backbone of business communications in this country. If
our rules are inadequate to ensure competitive pricing, we must revisit them. In
2005, the Commission began a Notice of Proposed Rulemaking to consider changes
to our rules governing special access. We are overdue to complete this effort. This
would have the added benefit of responding to some of the very same criticisms that
are in the GAO report on special access.

Question 11. Some say that the dispute between Mediacom and Sinclair signals
a new period of confrontation between broadcasters and distributors. How many
complaints involving retransmission consent disputes has the Commission received
in the last couple of years? Is there any trend within that data that may be useful
to consider? How long does the Commission typically take to resolve those com-
plaints?

Answer. In 2000, the Commission adopted rules governing good faith retrans-
mission consent negotiation, pursuant to the Satellite Home Viewer Improvement
Act of 1999. Since that time, the Commission has received 17 complaints. Thirteen
of these complaints were withdrawn after the parties settled the dispute through
private negotiation. Of the four remaining complaints, two led to decisions and two
are pending. For the two decisions issued, the FCC took between 2 months and four
and a half months to resolve the complaints.
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Due in part to the dispute between Mediacom and Sinclair, this issue has received
increased attention in recent months. One the one hand, multichannel video pro-
gramming distributors claim the large integrated programmers tie their non-net-
work programming to carriage of the network. They suggest that this leads to high-
er prices for the basic tier and occupies capacity that could be used to carry inde-
pendent networks. On the other hand, broadcasters claim that they will need re-
transmission consent to negotiate the carriage of all of their digital signals. One
thing is certain. Small broadcasters claim that they are at a disadvantage when ne-
gotiating against big cable companies and small cable operators claim the rules put
them at a disadvantage when negotiating with large programming networks. All in
all, the problem seems to stem from media concentration.

Question 12. One issue specifically important for public radio stations is the op-
portunity to file for and receive additional reserved FM spectrum. It has been al-
most 7 years since the FCC provided the public with an opportunity to build new
noncommercial educational stations on reserved FM spectrum. When will the FCC
open a filing window for new reserved-FM noncommercial stations? Will the FCC
provide public notice of a filing window sufficiently in advance to permit non-profit,
governmental, and other potential applicants adequate time to participate?

Answer. The Chairman’s Office will determine when the FCC will next open a fil-
ing window for new reserved-FM noncommercial stations. I will do everything in my
power to ensure that the FCC provides public notice of a filing window sufficiently
in advance to permit non-profit, governmental and other potential applicants ade-
quate time to apply for licenses. Low power radio is one of the last vestiges of local-
ism and diversity and we need to provide an environment in which it can flourish.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. MARIA CANTWELL TO
HoN. MIcHAEL J. CopPS

Question 1. When the Commission re-examines the existing ban on newspaper-tel-
evision cross ownership, should the analysis be focused on how people obtain their
local news and information or how they obtain all of their news and information?
Does this distinction make a difference?

Answer. This distinction is vitally important. It goes to the heart of the FCC’s
consideration of the newspaper-broadcast cross-ownership ban. While there are new
and exciting ways to gather news and information—most notably, the Internet—
local broadcasting and newspapers are still forces to be reckoned with when it comes
to local news. More than eighty percent of Americans say that local television, local
radio or local print outlets are their most important source of news and information.
Furthermore, what makes broadcasting unique is the obligation of station owners
to address the needs and interest of the local community of license. I know of no
other news medium that has this obligation under the law. So the Commission must
keep its eye on the ball when it examines the existing ban and make certain that
it focuses on how citizens get their local news.

Question 2. Do you consider blogs to be a reliable source of news?

Answer. Many blogs offer interesting commentary and exceptional news analysis.
Blogs democratize punditry and make it easy to publish and share ideas across the
country and across the globe. At the same time, few blogs are able to support the
kind of investigative staffs and hard-hitting newsgathering and journalism that
have traditionally characterized their larger counterparts at TV stations, radio sta-
tions and newspapers. Moreover, not all blogs subject themselves to the same jour-
nalistic standards that you’ll find at these institutions. In the end, I believe the
blogosphere is a fantastic addition to our media landscape. But in light of the dif-
ferent elements that make up this medium, I believe we must be extremely careful
not to generalize about its substitutability for other forms of journalistic media.

Question 3. Do you believe the Commission’s streamlining of the license renewal
process over the years has led to a reduction in the local news and other public in-
terest programming on television and radio?

Answer. Yes. Over time the Commission has pared back its license renewal proc-
ess from one in which it examined every 3 years whether the broadcaster was actu-
ally serving the public interest to one where companies need only send us a postcard
every 8 years and nothing more. Unless there is a major complaint pending against
a station, license renewal is all but automatic. At the same time, the Commission
has allowed too many of the fundamental protections of the public interest to wither
and die—requirements like understanding the needs of the local audience, teeing up
controversial issues and providing demonstrated diversity in programming, to name
a few of the safeguards we had once but have since abandoned. As the Commission
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has dismantled these provisions, it has relied instead on marketplace forces as a
proxy for serving the public interest. Along the way, make no mistake about it, lo-
calism, diversity and competition suffered grievous wounds. We not only see less
local news and public interest programming, we have come perilously close to taking
the “public” out of the public airwaves.

Question 4. Are there actions the Commission can take within its existing author-
ity to ensure that broadcasters are more responsive to the needs and interests of
the communities they serve without being overly burdensome?

Answer. Yes. Under the law, broadcasters have a duty to benefit the public in re-
turn for using the public’s airwaves. As our Nation moves from analog to digital
broadcasting, we have an opportunity to ensure that these technologies support our
oldest values—like diversity, localism and competition. To this end, the Commission
could use the dawn of digital television to ensure digital broadcasters offer a stream-
lined minimum of local civic programming, local electoral affairs coverage, public
service announcements and creative independent programming. This could enrich
our communications landscape immeasurably, with more coverage of the democratic
process, more opportunities for new voices and more local news. Finally, I would
note that the Commission has already made some progress in this area by virtue
of adopting its children’s programming rules. This effort could be used as a model
for further efforts to enumerate public interest obligations in a digital age.

Question 5. In your opinion does Congress need to give the Commission new au-
thority with respect to specifying factors it needs to consider when renewing a
broadcasting license or for the length of a license?

Answer. I believe the Commission has the authority it needs to specify factors to
consider when renewing a broadcasting license. It used to be that broadcasters had
a duty to demonstrate compliance with a clear set of public interest obligations in
order to ensure the renewal of their license. But while the Commission may have
the authority to again specify such factors—and in a digital age it seems doubly im-
portant to do so—it does not appear to have the will. So I believe this is an area
where the Commission—and the American public—would truly benefit from addi-
tional Congressional guidance.

Question 6. Do you believe that Congress needs to review the rationale and proc-
ess for addressing petitions for forbearance in Section 10 of the Communications
Act? If so, why?

Answer. Yes. The Communications Act permits the Commission, either on its own
motion or in response to a petition, to forbear from applying regulations or provi-
sions of the Act to telecommunications carriers or telecommunications services. Fur-
thermore, the Act provides that forbearance is warranted if the regulation or provi-
sion at issue is not necessary to prevent discrimination, not necessary to protect
consumers and otherwise in the public interest. While these guideposts are useful
in shaping our assessment of the need for relief, I believe the Commission would
benefit from having more precise parameters. In addition, I have concerns that if
the Commission fails to act on a forbearance petition, it effectively hands the peti-
tioning party the pen and permits it to rewrite the law. I believe Congress trusted
the FCC to implement the law, but it did not tell us to delegate far-reaching policy
changes to the companies that fall under our jurisdiction. For this reason, the Com-
mission would benefit from additional Congressional guidance in this area.

RESPONSE TO WRITTEN QUESTION SUBMITTED BY HON. FRANK R. LAUTENBERG TO
HoN. MICHAEL J. CopPS

Question. In approximately 2 years, broadcasters will shift to digital television.
There are over 200,000 homes in New Jersey that rely exclusively on over-the-air
television. Do you think most Americans are educated about this transition today?
What role will the FCC play in preparing the public for this transition?

Answer. I believe the Commission needs to confront head-on the significant con-
sumer confusion that exists in this area. We should be working to ensure that every
customer understands what the February 2009 date will mean for his or her viewing
options. We should strive to let every consumer understand how his or her buying
decisions between now and then will affect those options. I appreciate the actions
taken by the agency to date, including our Consumer and Governmental Affairs Bu-
reau reaching out to state, local, and tribal governments and public service organi-
zations, as well as its efforts in creating a DTV website (www.dtv.gov), shopper’s
guide and DTV tip sheet. But if we are going to succeed here, we have to do more.
We need to be working closely with NTIA and the consumer electronics industry to
ensure that we get the word out to every American as early as possible. Consumer
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education and outreach have not always been at the core of this agency’s mission—
but with the transition less than 2 years away, the time to make it a priority is
now.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. MARK L. PRYOR TO
HoN. MicHAEL J. CopPS

Question 1. Over the past 4 years, consumers have enjoyed the successful emer-
gence of a number of new players in the audio marketplace. Satellite radio and
Internet radio now reach tens of millions of listeners every week, and portable MP3
players and Ipods have become common household items.

Digital Cable and DBS offer dozens of channels of uninterrupted music, and Wi-
Max technology is evolving that will soon allow Internet-based listening options in
automobiles.

Would the Commissioners agree that the competitive landscape has changed dra-
matically in the audio market over the past few years?

And would the Commissioners agree that this trend is only likely to continue for
the foreseeable future?

Answer. In some ways, the media music landscape has changed dramatically over
the past few years. There are new options and new technologies. But in too many
ways, the song remains the same. A study of the top 50 radio markets shows that
local market concentration means more homogenous formats, fewer overall songs
played and less attention to songs no longer on the charts. Other studies have
shown that for most radio formats (i.e., rock, country, news) four firms control 60
percent of the national audience. Some radio markets now lack any stations devoted
to even popular formats, like country music. Sure, there are alternatives out there.
But terrestrial radio is special. Licensees use the public spectrum in return for pro-
viding programming in the public interest. They have unique duties and obligations
to serve their communities of license. We should be sure this obligation supports
local music, more diverse programming and more competitive choices. While
changes in the competitive landscape are likely to continue, that does not prevent
us from working to ensure that our local radio marketplace is as vibrant—and as
local—as it can be.

Question 2. Consumers in many rural areas currently are not able to enjoy the
same benefits wireless services offer as their urban counterparts enjoy. Due to low
user concentration, the cost of providing high quality wireless service in rural areas
is frequently more expensive than is possible in higher-density urban areas. Des-
ignation of wireless carriers as ETCs, which permits these carriers to receive sup-
port from the Universal Service Fund (“USF”), can help to ensure that all Ameri-
cans enjoy the benefits of competition and high-quality wireless services. What steps
have the FCC taken to ensure that wireless coverage is extended to all Americans,
regardless of where they live, and to ensure that Americans living in rural areas
have the opportunity to subscribe to high-quality wireless services?

Answer. From the start, wireless services have been a part of the universal serv-
ice picture. In 1997, the Commission adopted an approach it characterized as “com-
petitive neutrality,” ensuring that wireless services would be among the bene-
ficiaries of universal service support. Since that time, many wireless providers have
received universal service funds. As a result, we have seen the expansion of wireless
service to rural areas.

Separate and apart from universal service, the Commission operates under a stat-
utory obligation to bring the benefits of spectrum-based services to all Americans,
including those living in rural areas. On the licensed spectrum front, we have an
ideal opportunity to do that if we can create the right band plan, license area sizes
and substantial service requirements for the upcoming 700 MHz auction. I also be-
lieve we should be trying to free up more spectrum for unlicensed uses. Unlicensed
spectrum has been a hotbed for innovation and has special potential in rural areas.
That is why I am supportive of our decision to authorize operation in the TV white
spaces, provided of course that we can adequately protect existing users of the band.

Question 3. Following the natural disasters that recently hit the Gulf Coast region
wireless services provided emergency personnel, utility repairmen and residents
with the only immediate means for communicating.

In light of the experience of the Commission from Hurricane Katrina and other
disasters, please describe the role wireless services fill with respect to emergency
response and disaster recovery during times of crisis?

Answer. Wireless services play a critical role providing emergency response and
in assisting in disaster recovery during times of crisis. With that important role in
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mind, there are actions the Commission can and should take with respect to wire-
less services and public safety and homeland security needs.

First, the FCC must address the concerns of the public safety community about
interference, interoperability, and other issues. This means completing the 800 MHz
rebanding process in a timely and just fashion and fulfilling our statutory respon-
sibilities to implement Emergency Alert System regulations as required by the
SAFE Port Act of 2006.

In addition, the FCC must focus on the suite of pending issues raised in the 700
MHz band. In December 2006, the Commission adopted a Notice of Proposed Rule-
making proposing an inventive public safety model—the creation of a nationwide,
interoperable broadband public safety communications network in the 700 MHz
band. While I think we must be especially careful that public safety users will not
be adversely affected before authorizing government-commercial sharing of public
safety spectrum, given the long-standing need for reform in this area we simply can-
not afford to ignore innovative ideas that could potentially revolutionize existing
public safety spectrum management.

Question 3a. If a petitioner for ETC designation meets the statutory criteria and
has consistently been the only service provider to remain operative in certain areas
during natural disasters despite the presence of other carriers (including other
ETCs) in those areas, would you view the designation of the petitioner as an ETC
to be in the public interest?

Answer. I would agree that this should be a key factor in any public interest anal-
ysis.

Question 3b. Some of the areas hardest hit by recent natural disasters were un-
derserved communities. To the extent a petitioner for ETC designation that meets
the statutory criteria for ETC designation has demonstrated a strong commitment
to serving rural and underserved communities since well before designation as an
ETC, would the designation of the petitioner as an ETC be in the public interest?
If not, please explain why.

Answer. I would agree that this should be a key factor in any public interest anal-
ysis.

Question 4. The FCC has committed to resolve, within 6 months of the date filed,
all ETC designation requests for non-tribal lands that are properly before the FCC.
How many petitions for ETC designation are currently pending at the FCC?

There are 34 such petitions currently pending.

Question 4a. What is the average length of time that the ETC Petitions currently
before the FCC have been pending? Of these petitions, what is the earliest filing
date? How many of these petitions were filed in 2004 or earlier?

Answer. There are 18 petitions that have been pending more than 2 years. There
are 13 petitions that have been pending more than a year, but less than 2 years.
There are 3 petitions that have been pending less than a year. Of these petitions,
the earliest was filed on December 31, 2003. Eighteen petitions were filed in 2004
or earlier.

Question 4b. How many petitions for ETC designation did the FCC act on in
2006?

Answer. The FCC’s Wireline Competition Bureau granted 2.

Question 4c. How many petitions for ETC designation did the FCC act on in 2005?

Answer. The FCC’s Wireline Competition Bureau granted 4.

Question 4d. How many petitions for ETC designation did the FCC act on in
2004?

Answer. The FCC and/or its Wireline Competition Bureau granted 23.

Question 4e. What does the FCC intend to do about the backlog of pending ETC
petitions?

Answer. I believe we should resolve them as expeditiously as possible.

Question 4f. How soon does the FCC intend to act upon ETC petitions that have
been pending for more than 6 months?

Answer. I believe the FCC should resolve any backlog in this area as expedi-
tiously as possible.

Question 4g. Do you believe that Americans living in rural areas and the carriers
who have filed ETC Petitions deserve to have those petitions acted upon promptly
rather than simply kept pending without a yes or no answer? If you do not, please
explain why.

Answer. Yes. While there are pending Universal Service Joint Board referrals on
this subject and policy changes may be on the horizon as a result, all petitions in
front of the FCC deserve a prompt answer.
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RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. AMY KLOBUCHAR TO
HoN. MICHAEL J. CopPS

Question 1. In a September 8, 2005 report, the FCC stated, “Our review of the
record does not lead us to recommend any changes to the retransmission consent
regime at this time.” What if any steps have you taken since that time to review
and assess the retransmission consent regime; what if any additional conclusions
have you reached; what if any plans do you have for additional formal or informal
review; and what do you perceive to be the strengths and weaknesses of the retrans-
mission consent process?

Answer. Due in part to the dispute between Mediacom and Sinclair, this issue has
received increased attention in recent months. One the one hand, multichannel
video programming distributors claim the large integrated programmers tie their
non-network programming to carriage of the network. They suggest that this leads
to higher prices for the basic tier and occupies capacity that could be used to carry
independent networks. On the other hand, broadcasters claim that they will need
retransmission consent to negotiate the carriage of all of their digital signals. One
thing is certain. Small broadcasters claim that they are at a disadvantage when ne-
gotiating against big cable companies and small cable operators claim the rules put
them at a disadvantage when negotiating with large programming networks. All in
all, the problem seems to stem from media concentration.

I did not participate in developing the Media Bureau’s 2005 report, nor was I a
part of developing its conclusions. But I believe that we must judge the retrans-
mission consent process not from the vantage point of companies, but from the van-
tage point of consumers. If screens go dark in homes because large media companies
are waging war over retransmission consent rights, consumers are the real losers.
So if this starts to occur with greater frequency, changes—legislative or regulatory—
may be required.

Question 2. Section 10(a) of the Communications Act allows the Commission to
forbear from applying any regulation or any statutory provision to a particular or
multiple telecommunications carriers or services, in any or some geographic mar-
kets, if certain criteria are met—most notably that competition exists in the market
and that such relief is in the public interest. The FCC recently has been granting
incumbent providers (ILECs) forbearance from regulations on the premise that suffi-
cient competition exists in a specific market to make enforcement of the regulations
unnecessary. What are each of your respective positions on the conditions and cir-
cumstances under which forbearance for ILECs is appropriate?

Answer. The Communications Act permits the Commission, either on its own mo-
tion or in response to a petition, to forbear from applying regulations or provisions
of the Act to telecommunications carriers or telecommunications services. Further-
more, the Act provides that forbearance is warranted if the regulation or provision
at issue is not necessary to prevent discrimination, not necessary to protect con-
sumers and otherwise in the public interest. While these guideposts are useful in
shaping our assessment of the need for relief, I believe the Commission would ben-
efit from having more precise parameters. In addition, I have concerns that if the
Commission fails to act on a forbearance petition, it effectively hands the petitioning
party the pen and permits it to rewrite the law. I believe Congress trusted the FCC
to implement the law, but it did not tell us to delegate far-reaching policy changes
to the companies that fall under our jurisdiction. For this reason, the Commission
would benefit from additional Congressional guidance in this area.

Question 3. From the City of Saint Paul (similar questions were raised by Burns-
ville/Eagan Community Television and the Northern Suburban Communications
Commission):

The Order issued by the FCC on December 20, 2006 allows new franchise en-
trants to “cherry pick” the neighborhoods in our communities, rather than bring
true competition to all of our businesses and residents. This would allow new
entrants to serve or upgrade only the profitable areas of Saint Paul [and other
cities and towns], leaving many of our residents on the wrong side of the “dig-
ital divide.”

The Order authorizes a new entrant to withhold payment of fees that it deems
to be in excess of a 5-percent franchise fee cap. This could completely under-
mine support for both Saint Paul’s [and other cities’ and towns’] very successful
public, educational and government (PEG) operations.

The Order imposes a 90-day shot clock for new entrants with existing rights of
way, opening the potential to reduce Saint Paul’s [and other cities’ and towns’]
ability to manage its rights-of-way.
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The Order authorizes a new entrant to refrain from obtaining a franchise when
it is upgrading mixed use facilities that will be used in the delivery of video
content.

Saint Paul believes that the policy goals of the Order are laudable but strongly
disagrees with the method and substance of the decision taken by the FCC. How
do you respond to each of these concerns, and how do you respond to the claim that
the FCC exceeded its authority in adopting this order?

Answer. I share many of the same concerns with Saint Paul. We all want more
video competition. With cable rates rising faster than the rate of inflation, wireline
cable competition can be helpful in bringing those rates down. Consumers deserve
rules that will bring competition to their doorsteps because they are not being well-
served by the lack of competition today. But I dissented to the Commission’s fran-
chising decision because I believe the FCC fell short of coming up with rules that
encourage fair competition within the framework of the statutes that Congress pro-
vided. Among other things, I fear that the FCC’s effort does not adequately address
concerns about cherry-picking and its consequences for communities that find them-
selves on the wrong side of the digital divide. I similarly fear that the decision falls
short of fully protecting each community’s ability to negotiate for PEG and I-NET
facilities. Finally, I have concerns about the operation of the shot clock and lan-
guage in the decision that suggests new entrants can refrain from obtaining a fran-
chise when they upgrade mixed use facilities.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. TED STEVENS TO
HoN. MIcHAEL J. CopPS

Question 1. What is the current status of any proposals to use auctions to deter-
mine universal service support?

Answer. Last year, the Joint Board sought comment on the merits of using auc-
tions to determine high-cost universal service support. Last month, the Joint Board
held an en banc hearing to discuss the use of reverse auctions, or competitive bid-
ding, to set levels of universal service support. Next, the Joint Board may follow up
with a recommendation for the Commission. By statute, the Commission is required
to act on any such recommendation within 1 year of receipt. I recognize the FCC
is charged with preserving and advancing universal service. For this reason, I be-
lieve both the Joint Board and Commission must be cautious that any further action
in this area fully complies with this Congressional directive.

Question 2. Do you believe any of the proposals submitted to the Joint Board are
viable alternative approaches to universal service support and can adequately sup-
port rural carriers like those in Alaska?

Answer. I am concerned about the impact of an auction-based universal service
system on rural areas in this country. Congress charged the Commission with en-
suring that consumers in all regions of the Nation—including rural and high-cost
areas in Alaska—have access to comparable services at comparable rates. It is not
yet clear to me that an auction-based system would ensure adequate levels of sup-
port and meet this Congressional objective. In fact, in 1997, when the Commission
last considered the use of auctions, it noted “it is unlikely that there will be competi-
tion in a significant number of rural, insular, or high cost areas in the near future.
Consequently, it is unlikely that competitive bidding mechanisms would be useful
in many areas in the near future.” Before moving ahead here, it is imperative that
we understand what, if anything, has changed since the Commission reached this
conclusion.

Question 3. When Chairman Powell visited a remote Eskimo village in Alaska, his
plane got stuck in the mud on the unpaved runway during take-off. He and his staff
whipped out their cell phones to try to call for help, but they didn’t work. No roam-
ing agreements. The villages call came and pulled his plane out of the mud, but he
was not able to call his wife to tell her he was running late. I am pleased to report
that the runway is now being paved, but the roaming problem has yet to be re-
solved. Many small cell phone companies in Alaska have been unsuccessful in get-
ting the large national carriers to respond to their desires to arrange roaming agree-
ments. As data, video, and other services are transmitted to mobile devices this
problem will only grow more acute. What can you do to address this problem, and
what is the timeframe for moving forward?

Answer. In 2005, the Commission opened a proceeding to consider modifying the
FCC’s roaming requirements. I have heard numerous concerns from consumers
about roaming. I also have heard allegations from small and rural carriers con-
cerning anticompetitive behavior in negotiating roaming agreements. Because the
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record in this proceeding closed over a year ago, I believe the Commission should
examine this situation closely and act soon.

Question 4. 1 continue to have concerns that too often domestic satellite services
do not offer service to Alaska and Hawaii. In last year’s Senate Communications
Bill, a measure was included to require satellite operators to make good faith efforts
in their satellite planning and development to ensure service to the entire United
States. Are there measures that the FCC could take independent of Congressional
legislation to ensure better service to Alaska and Hawaii?

Answer. Independent of legislative action, the FCC should be doing all it can to
ensure that satellite services in Alaska and Hawaii are on par with those available
on the mainland. In fact, the FCC’s rules require that DBS licensees provide service
where technically feasible to Alaska and Hawaii, and DBS licensees must offer
packages of services in Alaska and Hawaii that are reasonably comparable to what
they offer in the contiguous states. Despite this, in 2003 the FCC allowed a major
satellite deal to go through without giving proper weight to coverage in Alaska and
Hawaii. I dissented from this decision, for among other reasons, an inadequate pub-
lic interest analysis of the impact of consolidation on the availability of reasonably
comparable service packages in Alaska and Hawaii. In any future decisions regard-
ing direct broadcast satellite service, it is imperative that the Commission do a bet-
ter job of taking consumers from Alaska and Hawaii into account. Furthermore,
when the FCC updates its policies and rules governing direct broadcast satellite
service, it should consider whether our existing rule is sufficient to ensure satellite
operators make good faith efforts in their satellite planning and development to en-
sure service to the entire United States.

Question 5. The FCC frequently faces the problem of making tough policy deci-
sions that are wrapped in technological debates. There are several waivers pending
at the FCC that deal with CableCARDs. What is the impact on the consumer and
the impact on the development and deployment of downloadable security? How will
these petitions be considered and will the full Commission address these issues?

Answer. In technological debates, I start from the premise that consumers are
better served by having more choices and options. This is why I believe competition
in the manufacturing and distribution of consumer navigation devices can lead to
greater innovation, lower prices and higher quality services. But more importantly,
Congress charged the FCC with ensuring that consumers have the opportunity to
purchase navigation devices from sources other than their multichannel video pro-
gramming distributor. To this end, nearly a decade ago the FCC concluded that
cable operators should be prohibited as of a date-certain from integrating navigation
and security functionalities in set-top-boxes. The FCC has extended the date of this
integration ban on multiple occasions. But with the deadline for the integration ban
now looming once again, more than a handful of multichannel video programming
distributors have filed petitions seeking waiver of the ban.

In reviewing these petitions, the Commission needs to consider the impact upon
consumers and is required by statute to conclude that a waiver is necessary to assist
in the development or introduction of new or improved services, technology or prod-
ucts. I believe there remains a strong case for the continued existence of the ban.
I should also note that I am optimistic that a downloadable security solution is on
the not-too-distant horizon. This would allow set-top boxes and other consumer elec-
tronics devices to download security automatically over a cable system. I believe
that over time, downloadable security solutions will bring even greater benefits to
consumers by providing them with more choices and options.

The Commission’s Media Bureau recently resolved three of these waiver requests.
To date, only one of these decisions has been appealed to the full Commission. I ex-
pect the Commission will act on this appeal shortly.

Question 6. Obviously we are all concerned about the new frontiers that can be
created on the Internet for pedophiles and child pornographers. To advance the safe-
ty of our children, everyone must do their part. Is there more that the Internet serv-
ice providers can be doing to help law enforcement and does the FCC need any addi-
tional authority from Congress to ensure that entities under the Commission’s au-
thority are doing their part?

Answer. To ensure the safety of our children, we can all do more. Parents can
monitor and control what their children read and see over the Internet. Internet
service providers can ensure that parents have the tools they need to do this, and
that these tools are simple and easy to use. But when these efforts fall short and
put our children at risk, government has a duty to protect the safety of our children.
One area I believe the FCC should address involves the consequences of interactive
television for children and advertising. As a regulatory matter, clicking out beyond
the regulated confines of broadcasting has important consequences. Although the
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kids with their remotes in hand won’t know it, a single click of the bottom can
transport them beyond the regulated world of television to an Internet bazaar bereft
of any rules. While I believe that the FCC has adequate authority to move ahead
on this issue, and in fact began a Notice of Proposed Rulemaking on it several years
ago, the Commission certainly would benefit from additional Congressional guid-
ance.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. OLYMPIA J. SNOWE TO
HoN. MICHAEL J. CopPS

Question 1. Is it true that eleven years ago Congress required the FCC to adopt
a new universal service mechanism that ensures that local telephone rates in rural
areas are reasonably comparable to rates in urban areas?

Answer. Yes. In Section 254 of the Communications Act, Congress charged the
Commission with ensuring that consumers in all regions of the Nation, including
low-income consumers and those in rural, insular, and high-cost areas, should have
access to services that are reasonably comparable to those provided in urban areas
and that are available at rates that are reasonably comparable to rates charged for
similar services in urban areas.

Question 2. Is it true that the 10th Circuit Court of Appeals has twice remanded
the FCC’s method of providing universal service support for rural customers served
by larger carriers?

Answer. Yes. In 2001, the 10th Circuit Court of Appeals first remanded the FCC’s
first effort to develop a mechanism for providing high-cost universal service support
for rural customers served by larger carriers. In 2005, the same court remanded the
FCC’s second effort to develop such a mechanism.

Question 3. Is it true that the second decision was issued in February of 2005 with
the court expressing an expectation that the FCC would respond expeditiously?

Answer. Yes. While in its 2005 decision the 10th Circuit Court of Appeals chose
not to impose a specific deadline for FCC compliance, the court stated that it fully
expected the FCC to comply with its decision “in an expeditious manner, bearing
in mind the consequences inherent in further delay.”

Question 4. What steps will the FCC take now to ensure that it meets its obliga-
tions to the rural residents of large incumbent carriers? Will you commit that the
FCC will take action on this remand during the next 6 months?

Answer. The FCC has a duty to resolve the outstanding remand and develop a
universal service support mechanism that meets the needs of rural residents served
by large incumbent carriers. To respond to the court, the FCC must develop a plan
that defines the statutory terms “sufficient” and “reasonably comparable” in a man-
ner that comports with its duty to preserve and advance universal service. It has
been over 2 years since the court directed the FCC to do so. For this reason, the
Commission 1s overdue to resolve the outstanding issues. When a decision regarding
this matter is provided to my office, I will complete my review of it as expeditiously
as possible.

Question 5. Now that the Antideficiency Act (ADA) exemption has expired, what
kind of guarantees can you give that there will be no further E-Rate program shut
downs or delays?

Answer. I was pleased that as part of last month’s Continuing Resolution, Con-
gress extended the Antideficiency Act exemption until December 31, 2007. I also
fully support efforts to exempt permanently universal service from the ADA. I be-
lieve an exemption would ensure that USAC can administer universal service pro-
grams without disrupting service to beneficiaries or increasing the universal service
fees paid by residential and business customers. In the absence of Congressional ac-
tion, I believe the FCC must do everything it can to provide assurance that there
will be no further ADA-related regulatory snafus that jeopardize the students and
library patrons who are the real beneficiaries of the E-Rate program.

Question 6. Can you tell us how much USAC has in its E-Rate accounts currently
and whether those reserves will be sufficient to cover funding?

Answer. I understand that Chairman Martin will make these figures available to
the Committee in his response to this question.

Question 7. Are you still working with the Office of Management and Budget
(OMB) on a reinterpretation of the ADA that would exempt Universal Service?

Answer. I believe that the Chairman’s Office has had discussions with OMB re-
garding a reinterpretation of the ADA that would exempt universal service. I have
not been invited to participate in these discussions, but would welcome the oppor-
tunity to offer my input. Above all else, I believe the FCC must do everything it
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can to ensure that USAC can administer universal service programs without dis-
rupting service to beneficiaries or increasing the universal service fees paid by resi-
dential and business customers.

Question 8. Given that AT&T and BellSouth agreed to abide by a definition of
“network neutrality” as part of there merger conditions, do you believe that the ar-
gument that it is impossible to craft such a definition is false?

Answer. Yes. The condition concerning network neutrality, or Internet freedom,
in the AT&T/BellSouth merger is proof positive that it is possible to craft a work-
able definition of “network neutrality.”

Question 9. Will you enforce the “network neutrality” provision agreed to as part
of AT&T’s and BellSouth’s gaining approval for the merger?

Answer. I will do everything in my power to ensure that it is enforced.

Question 10. Do you consider the U.S. broadband marketplace to be competitive?

Answer. FCC statistics demonstrate that at present the United States broadband
market is insufficiently competitive. In the United States, 96 percent of consumer
broadband is provided by either cable modem or DSL technology. If they are lucky,
consumers have a choice between the cable and DSL duopoly. But too many lack
even this choice and we are paying a price for this low level of competition. Ameri-
cans spend twice as much for broadband connections that are one-twentieth the
speed of some countries in Asia and Europe. This state of affairs has to change.
Without greater competition and a viable third broadband pipe, we consign too
many of our businesses to tough stakes in the global digital economy and too many
of our students to learning at dial-up speeds.

Question 11. Do you believe a wireless connection, which is two to four times more
expensive and two to four times slower than DSL or cable, can be a substitute for
a wireline connection to the Internet?

Answer. Over the past few years, we have seen that a wireline Internet connec-
tion using the cutting-edge technology at a particular point in time will typically be
faster and less expensive than a wireless connection using cutting-edge technology
at that same point in time. And while technological evolution is never entirely pre-
dictable, I expect that this relationship will remain true for the near term.

At the same time, I believe that wireless technologies may be appropriate as a
primary means for accessing the Internet for consumers who lack affordable
wireline Internet access options, who live in remote areas where wireline tech-
nologies may be especially expensive, or who may be willing to tradeoff speed and/
or cost in return for mobility and the convenience of “cutting the cord.”

Question 12. How can we ensure that a variety of news and entertainment outlets
will be there if the telephone and cable companies are allowed to limit what people
can see and do online?

Answer. The more concentrated our facilities providers grow, the greater their
ability to limit what people can see and do online. For this reason, we need a watch-
ful eye to ensure that network providers, like telephone and cable companies, do no
become Internet gatekeepers, with the ability to dictate who can use the Internet
and for what purposes. If we allow such harms to occur, we will put innovation, con-
tent diversity and our nation’s competitive posture at risk. I believe we must be vigi-
lant and adopt net neutrality—or Internet freedom—policies to prevent this from
happening.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. GORDON H. SMITH TO
HoN. MICHAEL J. CopPPS

Question 1. Under a couple of the conditions, AT&T and BellSouth committed that
for 42 months, they would continue to offer, and would not increase the price of,
unbundled network elements. They also committed not to seek forbearance with re-
spect to unbundled loops and transport. Will these conditions preserve the option
for consumers to purchase high-speed broadband service from companies that com-
bine an AT&T/BellSouth UNE loop with their own electronics and other network fa-
cilities to offer their own high-speed Internet broadband services?

Answer. AT&T’s commitment to maintain its existing UNE rates promotes com-
petition by preserving competitive carriers’ access to UNEs. Competitive carriers use
UNEs to deliver a wide array of services to both residential and business customers
across the country. These include voice, data and Internet access services. Data col-
lected by the FCC makes clear that competitive carriers continue to rely on the
availability of UNEs to provide these services to consumers. For instance, the FCC’s
most recent report on the state of local competition finds that as of June 2006 com-
petitive carriers were using over 4.4 million UNE loops to deliver these services to
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customers across the country. The report also found that competitive carriers had
deployed their own facilities to provide approximately 10.7 million lines. The condi-
tion was not broadband-specific, but allows competitive carriers to incorporate the
benefits of this commitment in their efforts to offer the panoply of competitive serv-
ices they make available to their consumers.

Question 2. Has the Commission concluded that it is in the public interest to pre-
serve additional broadband options for consumers through these UNE AT&T/
BellSouth merger conditions?

Answer. As a general matter, the Commission has strived to promote a variety
of broadband options, regardless of the technology (e.g., wireless, copper, fiber and
broadband over powerline). However, in the context of the merger I was asked to
decide whether the merger as a whole served the public interest. AT&T made com-
mitments concerning a wide range of issues including the openness of the Internet,
consumers’ access to broadband, video and advanced wireless services; business
prices for high-volume voice and data services; competitor access to UNEs and inter-
connection; public safety and disaster relief, and the repatriation of jobs to the
United States. In the final analysis, I believed that this package of commitments
sufficiently benefited consumers in AT&T’s territory that I concurred in the merger.

Question 3. This Committee has operated under Republican and Democratic chair-
men on largely a bipartisan, consensus basis on the vast majority of communications
issues. In the last several years, however, a larger number of these issues, particu-
larly media ownership, have become extremely divisive, largely upon political lines.
I think Americans have sent us a signal that they don’t want this kind of divisive-
ness and partisanship. They want us to work together to find reasonable, workable
solutions. Does media ownership really have to be such a partisan issue? Aren’t
there areas of consensus where common sense reforms can be made?

Answer. During the past 5 years, I have visited scores of communities in this
country to discuss the state of local media. What I have learned is that the effort
to hold media consolidation at bay is not a partisan issue. People from every polit-
ical stripe are alive to the consequences of concentrated media ownership.

Nothing made this clearer than when in 2003 former Chairman Powell—over my
objection—authorized a sea change in the number of media outlets a single corpora-
tion could own in a single community. What we saw in response was nothing short
of amazing. The American people, the Congress and a Federal court rose up with
one voice to oppose these new rules and the way they were crafted out of view from
the public. Dozens of organizations—from all over the political map—weighed in.
Among others, we heard from the Writers Guild of America, the Parents Television
Council, the Communications Workers of America, the National Association of Black
Journalists, the Conference of Catholic Bishops, the American Civil Liberties Union,
the National Rifle Association, the National Organization of Women, United Church
of Christ and the Leadership Conference on Civil Rights.

As Brent Bozell of the Parents Television Council so aptly put it, “When all of
us are united on an issue, then one of two things has happened. Either the Earth
has spun off its axis and we have all lost our minds or there is universal support
for a concept.” I think it is the concept—a transcending, nationwide concept. This
issue is not Republican or Democratic. It is not liberal or conservative. Not North
or South. Not young or old or red state versus blue. It is an all-American issue. That
is why I am convinced if we all work together—to identify common sense reform—
we will lay the groundwork for not only a better media, but a better America.

Question 4. I understand that AT&T agreed to lower the rates it charges big busi-
ness customers for special access services, as a condition to the FCC’s approval of
the merger with BellSouth, but that these rate reductions would not apply to a sub-
set of companies, including Qwest, Verizon and others, unless those companies
lower their special access rates as well. This effectively placed burdens on compa-
nies who weren’t parties to the merger. As Chairman Martin and Commissioner
Tate stated in their Joint Statement “the Democratic Commissioners want to price
regulate not only AT&T but also Verizon and Qwest.” “. . . [N]ot only are the condi-
tions unnecessary as there is no finding of a public harm, but the conditions attempt
to impose requirements on companies that are not even parties to the merger.” How
can you explain using the merger process to impose burdens on other parties, and
isn’t this just a way to circumvent the rulemaking process?

Answer. I believe that AT&T’s commitments regarding special access, including
the price reductions for these services, are reasonable, address clear merger-specific
harms raised by the consolidation of AT&T and do not impose a burden on other
companies. I believe that this commitment is reasonable within the meaning of Sec-
tion 202 of the Communications Act because it takes into account the difference in
regulatory and marketplace position between price cap incumbent local exchange
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carriers and their competitors. It is merger-specific because it addresses the fact
that the merged entity is the only choice most companies within AT&T’s 22-state
region will have for business access services, which means a substantial increase in
market power. In November 2006, the Government Accountability Office issued a
report raising particular concerns regarding competition in special access services.
I also do not believe that the commitment in question imposes a burden on other
companies. It provides only that, in order to receive discounts in AT&T territory,
other incumbent local exchange carriers must provide reciprocal discounts in their
own territories. If the other incumbent local exchange carriers elect not to offer
these reciprocal discounts then they are in no worse position than before the merger
and if they elect to offer these discounts I would expect that they would benefit from
them. While I would hope that the FCC quickly completes the special access rule-
making that has been open for over 2 years, the merger condition does not cir-
cumvent this process at all. In the end, I believe that these conditions are good for
competition and good for consumers in AT&T’s territory.

Question 5. As Congress contemplates whether to enact legislation addressing net
neutrality, it would be helpful to understand whether there is some particular be-
havior in the U.S. broadband marketplace related to net neutrality that is harming
consumers today. Aside from the one reported incident involving Madison River
Communications blocking Voice over Internet Protocol (VoIP) calls, which the FCC
rectified in March 2005, can you identify any specific, concrete examples of actual
conduct by a broadband provider that runs afoul of net neutrality?

Answer. The broadband market in this country is highly concentrated. Ninety-six
percent of consumer broadband in this country is provided by either DSL or cable
modem. The more powerful and concentrated our facilities providers grow, the more
they have the ability—and perhaps even the incentive—to close off Internet lanes
and block IP byways. It may be that this is not part of their business plans today.
But we create the power to inflict such harms only at great risk to consumers, inno-
vation and our Nation’s competitive posture. Because in practice, such stratagems
can mean filtering technologies that restrict the use of Internet-calling services or
that make it difficult to watch videos or listen to music over the web. In fact, the
Wall Street Journal has pointed out that large carriers already “are starting to
make it harder for consumers to use the Internet for phone calls or swapping video
files.” While the Madison River episode is the most public example of this behavior,
I believe there are others that demonstrate the potential for abuse. We have seen
already that the technology is capable of this kind of discrimination. In Canada, for
instance, during a labor dispute, a telephone company blocked its customers from
reaching a union website. And we have seen the top management of key broadband
providers publicly state that they want to pursue business models built on discrimi-
natory network policies.

When you add this up, what you have is the specter of broadband providers re-
stricting where you go and what you do on the Internet. History shows when firms
have both the technology and the incentive to do something to enhance their sway,
chances are some will give it a try. But while they experiment, the public who uses
the Intlernet loses out. That is why net neutrality—or Internet freedom—policies are
so vital.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. JOHN THUNE TO
HoN. MIcHAEL J. CopPPS

Question 1. Even as we are strategizing on how to complete the deployment of
DSL and cable modem broadband networks to the hard to reach places of our coun-
try, other countries are well on their way to deploying next-generation fiber net-
works. High-speed fiber will change how we use the Internet similar to the change
we saw between dial-up and broadband. Is there anything Congress can be doing
to help speed the deployment of our high-speed fiber network here at home, and in
rural areas particularly?

Answer. The deployment of broadband is the central infrastructure challenge fac-
ing this country in the first part of the twenty-first century. We are going to work
differently, learn differently and play differently because of the transformative
power of advanced communications. Communities around the country have come to
realize the critical importance of broadband facilities. Without access to advanced
services like broadband, whole communities—and particularly rural areas—may be
left behind, stranded without the economic tools and educational opportunities that
high-speed services, such as those using fiber, can provide.

In the first instance, we look to the private sector to deploy advanced communica-
tions. That is as it should be. But if the market is passing communities by, they
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should have a right to develop municipal fiber alternatives. The FCC should review
its policies to ensure they do not hamstring these kinds of efforts. In addition, Con-
gress and the FCC should consider how to recast the universal service system to
provide appropriate incentives to ensure the deployment of broadband all across this
country—from the inner city to the outer farm. Finally, the FCC must get serious
about our data collection efforts. By surveying the deployment of broadband based
on zip codes, we do a real disservice to rural America. In areas where land is vast
and populations are sparse, it defies common sense to assume that if one subscriber
to broadband exists in a zip code, high-speed services are available throughout. We
need to do a better job surveying the deployment of high-speed fiber to really learn
what the challenges are on the ground. Moreover, better data will lay the ground-
work for better policy and help us target our efforts to ensure that all Americans—
rural Americans included—have access to affordable, high-speed broadband service.

Question 2. When I speak with some of South Dakota’s rural telephone coopera-
tives and other telecommunications providers, I hear about the large amount of re-
sources they must put toward legal fees to keep pace with the legal and regulatory
maneuvers being made by some of the larger telecommunications providers with
seemingly bottomless pockets for such actions. Some of these small providers hon-
estly think part of the larger competitors’ plan is to beat them through legal fees
instead of the marketplace. The Commission obviously cannot do anything about the
fees lawyers are charging, but they can do something about the speed at which reg-
ulatory decisions are made and the hoops that must be jumped through. How can
the FCC improve its decisionmaking processes so that small telecommunications
providers don’t bear such an imbalanced burden?

Answer. The FCC should strive to provide greater certainty. Businesses are not
able to operate with question marks. And consumers have fewer products and serv-
ices to choose from if the regulatory rules of the road are less than clear. While
issues like legal fees are well outside of the Commission’s jurisdiction, the FCC can
make a greater effort to ensure that its decisions are built on sturdy legal ground.
Decisions with a well-laid foundation can reduce the likelihood of challenges in court
and the expense associated with the resulting legal battles. In addition, the FCC
should strive to make faster decisions to provide greater clarity for small and large
businesses alike.

Question 3. As you know, some media companies and others are pushing for the
repeal of the newspaper cross-ownership ban. They argue that a media outlet own-
ing both the local newspaper and a local broadcast station could make better use
of scarce resources to gather and report the local news. They also argue that the
handful of “grandfathered” newspaper-broadcast combinations, which were in place
before the ban was implemented in 1975, have not shown any gross abuse. Some
consumer groups and others who support keeping the newspaper cross-ownership
ban in place alternatively argue that combining newspaper and broadcast outlets
could reduce competition among media outlets. There could be less incentive to get
“the scoop” or report a contradicting viewpoint. What do you believe would happen
to local news coverage if the newspaper cross-ownership ban was lifted? Do the 1975
grandfathered combinations really provide us with a good example since some of
them are currently owned by those media companies who want to lift the ban? For
example Gannett knows its management of Arizona’s largest newspaper, the Ari-
zona Republic, and television outlet KPNX-TV is under the microscope, so perhaps
their behavior would not be representative of how news gathering would be con-
ducted if the ban was permanently lifted.

Answer. The future of our media—how few are going to be allowed to own how
much, and what public interest standards media should be expected to operate
under—is so important to each of us. Over the past 5 years, I have been in scores
of media markets across this nation, trying to understand how various localities are
faring under the tremendous consolidation that has overtaken America’s media dur-
ing the past decade. Most communities have become one newspaper towns. The vast
majority of local television and radio markets are tight oligopolies, with even higher
levels of concentration for local news. In this environment, add a merger between
the monopoly newspaper and dominant television station and you get fewer report-
ers covering fewer beats, less diversity of opinion and a reduction in editorial voices.
Merging newspapers and broadcast outlets may serve shareholder interest by reduc-
ing competition and cutting newsgathering costs. But far too often this comes at the
expense of the public interest, because it strips to bare bones the amount of inde-
pendently produced news available in a local community.

Well-informed citizens are the lifeblood of our democracy. Having less news, less
newsgathering—and less local news, in particular—leaves us poorer as citizens, vot-
ers and as participants in community life. So that’s the risk we face with relaxing
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the newspaper broadcast cross-ownership ban. While some grandfathering of these
properties has been permitted in some areas in the country, the results are mixed
at best. So I am fearful that relaxing the ban across the board will be tough stakes
for too many American communities.

Question 4. The closest daily newspaper can be 100 miles away in some parts of
my state. Do you see any particular challenges in providing a diversity of news
viewpoints in rural parts of our country if further media consolidation 1s allowed
to occur? Some argue local cable news channels and local Internet news sites can
enhance competition and bring out a diversity of viewpoints, but are these answers
going to work in rural communities?

Answer. People across this country are concerned that greater media consolidation
will have a devastating effect on the diversity of news and viewpoints. Perhaps no-
where is this concern greater than in rural America, where less media competition,
less diversity and less localism can hit especially hard. By way of example, farm
bureaus from across the country have written to the FCC, concerned that media
concentration has resulted in too many farmers and ranchers being denied the local
news and up-to-the minute market reports and weather they need to make vital de-
cisions. They suggest that big city, out-of-state media companies are not devoting
resources to the kind of news and information—ranging from hog reports to weather
analysis—that will help the local economy and local community thrive. Add to this
situation newspapers that are as much as 100 miles away, and you are facing a sit-
uation with a serious shortage of meaningful local news.

While some contend that cable channels and Internet sites will be able to fill the
gap, rural Americans have their doubts. Again, the farm bureaus point out that
while there are other sources for commodity market and weather news, including
subscription-based, satellite-delivered and Internet offerings, radio remains the me-
dium farmers rely on most. Moreover, when you look at the top Internet news sites,
they are virtually all owned by big companies with few resources devoted to cov-
ering news and events in rural locales. For these reasons, I am fearful that if we
allow greater media consolidation in this country, we will leave too many in rural
America without the news and information they need for their communities to pros-
per.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. JIM DEMINT TO
HoN. MIcHAEL J. CopPS

Question 1. In the 4 years since the term “network neutrality” has existed, can
you give me any examples, aside from the often-cited 2004 Madison River case, that
Justify the need for new regulations?

Answer. As the Wall Street Journal has noted, large carriers already “are starting
to make it harder for consumers to use the Internet for phone calls or swapping
video files.” As you point out, the Madison River case is the most frequently cited
example of this behavior. But other signs are out there. We have seen already that
the technology is capable of this kind of discrimination. In Canada, for instance,
during a labor dispute, a telephone company blocked its customers from reaching
a union website. And we have seen the top management of key broadband providers
publicly state that they want to pursue business models built on discriminatory net-
work policies. When the technology is available to discriminate and there are busi-
ness means to make it happen, we have reason to be concerned.

Question 2. What problem exists today that necessitates government intrusion in
the market?

Answer. In a competitive marketplace, by all means the government should step
out of the picture and let a thousand flowers bloom. If a market is truly competitive,
we can rely on its genius. But where it falls short of full competition, where monopo-
lies and oligopolies emerge, where prices are unnaturally high and the rate of inno-
vation is low, government oversight and consumer protection are essential.

Question 3. Why are anti-trust laws and basic laws of economics insufficient to
protect consumers?

Answer. We are dramatically changing the ways we communicate in this coun-
try—and around the globe. Antitrust law prohibiting anticompetitive behavior and
unfair business practices is an important part of protecting consumers. But regu-
latory policy has long had a recognized role in modern international economies. If
we ask the right questions, dig deep in the data and then compose our policies based
on the facts, I believe we will have a regulatory climate that protects consumers,
encourages investment and speeds the way for new and innovative services. Such
a climate can provide more certainty to both businesses and consumers than one
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which tries to operate without commonly-developed and commonly-accepted rules
and procedures.

Question 4. Today’s media landscape includes ubiquitous options that did not exist
in 1996: broadband offered by both cable and telephone companies, satellite radio,
the Internet, and a far more mature DBS service. Given the growth of these new
media outlets over the past decade, do you believe there are any areas where some
relaxation of ownership limits could be in the public interest?

Answer. I certainly believe that the Commission must continually reassess its
ownership regulations in light of evolving technologies and changes to the commu-
nications marketplace. Indeed, in the case of our broadcast ownership rules, we are
required to do so periodically by statute. We must also address requests for waivers
from our ownership rules filed by parties who assert that a particular station is
“failing”—and I have supported such waivers, including most recently the Media
Bureau’s decision regarding WCWN(TV) in Schenectady on November 22, 2006.

At the same time, I also believe we need to consider the fact that the increase
in distribution channels (such as DBS, the Internet and satellite radio) has not been
accompanied by a comparable increase in the number of entities that engage in sub-
stantial newsgathering, especially at the local level. Many of the products offered
over DBS, the Internet and satellite radio simply report information that was origi-
nally uncovered by more traditional sources, such as newspapers and TV broad-
casters. Given the increased influence that these newsgathering organizations ap-
pear to have, I believe we need to be very careful about allowing changes to our
ownership rules that could lead to greater consolidation among the entities that en-
gage in substantial local newsgathering.

RESPONSE TO WRITTEN QUESTION SUBMITTED BY HON. DAVID VITTER TO
HoN. MICHAEL J. CoPpPs

Question. I have been alerted to a problem regarding compensation to payphone
providers for coinless calls made from their phones. According to recent FCC statis-
tics, about 6 percent of Louisiana households do not have any type of phone in their
home. During the immediate aftermath of Hurricanes Katrina and Rita, payphones
were the only way many people—both those without any other phones and also
those whose mobile phones were not working due to the networks being over-
loaded—could reach emergency personnel or family and loved ones. Without being
fairly compensated according to the rules set forth by the Commission, payphone
providers will not be able to maintain these phones. I have been told that in the
last 2 years since the Commission most recently revised the payphone compensation
rules, a large number of carriers have failed to comply with their obligations under
these rules. I also understand that in December 2006, the FCC issued its first sanc-
tions against one of these carriers that violated these rules. I would appreciate hear-
ing your comments on whether you think the agency has sufficient power and re-
sources under your existing authority to continue to enforce these rules and help
ensure that companies are not able to disregard the Commission’s payphone com-
pensation rules.

Answer. Even in a day and age when personal wireless phones can seem ubig-
uitous, payphones remain an important component of our Nation’s communications
systems. They are a vital link to public safety and to loved ones when other means
of communication are not available or affordable. Congress charged the Commission
with ensuring that all payphone providers are fairly compensated for completed
calls. In 2004, the Commission adjusted its payphone compensation rules to require
the last facilities-based long distance carrier in a call path to be responsible for com-
pensating payphone service providers for coinless calls that are completed on that
long distance carrier’s platform. For local calls, the local exchange carrier is respon-
sible for compensation. These rules are admittedly complex. But if carriers fail to
comply with their obligations, the Commission must address the situation. This
means vigorously enforcing our existing rules and taking swift action if they are vio-
lated. It also means we should consider if there are ways we can streamline this
process in order to ensure that parties are appropriately compensated.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. DANIEL K. INOUYE TO
HoN. JONATHAN S. ADELSTEIN

Question 1. In March, 2005, the FCC allowed a Verizon forbearance petition to
become effective by operation of law. Because there was a vacancy on the Commis-
sion at that time and a 2-2 split among Commissioners, Verizon was able to gain
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regulatory relief through Commission inaction. Does the current process regarding
the disposition of forbearance petitions in the absence of a Commission majority es-
sentially allow petitioners to write the terms of their relief?

Answer. In cases in which the Commission has not been able to reach a majority
on the resolution of Section 10 forbearance petitions, the Commission’s approach has
effectively permitted petitioners to write the terms of their relief, to amend their
request multiple times during the course of the Commission’s consideration, and to
obtain that relief without the Commission issuing an order.! In effect, it permits in-
terested parties to rewrite the law as well as the Commission’s regulations. Such
an approach raises serious legal and constitutional questions and does not best
serve the public interest.

Question la. Is it fair in such situations to allow petitioners to amend the scope
of their requested relief after the period for comment on the original petition has
concluded?

Answer. It is important that the Commission be able to compile detailed records,
obtain data, and engage parties in an open analytical process. However, granting
petitioners an unlimited ability to continually modify the scope of their forbearance
requests raises serious questions of fairness.

The “moving target” quality to this process was particularly troubling in one re-
cent case, in which the filed petition sought forbearance with respect to all
broadband services that the petitioner “does or may offer.” More than a year after
the initial filing, the petitioner sought multiple times to narrow its request, though
the parameters of these amended filings were disputed. This approach is particu-
larly troubling in circumstances where the Commission does not issue an order ad-
dressing the merits of the petition, leaving the scope of the relief unclear.

I have urged the Commission to adopt rigorous procedural rules requiring parties
to include in their original petitions detailed information about the services subject
to the forbearance petition and analysis of how such proposals satisfy the statutory
test.

Question 1b. Should forbearance petitions be denied in the absence of an order
approved by a majority of Commissioners?

Answer. I have serious concerns about a process that allows private parties to
change the law or the Commission’s rules without a determination by the Commis-
sion that Congress’s statutory test for forbearance has been met.

Section 10 of the Act grants the Commission authority to forbear from enforcing
all or a portion of the Title II of the Act and sets forth significant substantive stand-
ards upon which the Commission is to base forbearance decisions. Section 10(c) of
the Act provides that a forbearance petition “shall be deemed granted if the Com-
mission does not deny the petition” within 1 year, which can be extended by an ad-
ditional 90 days.

In many forbearance proceedings, I have worked with my colleagues to support
regulatory relief where the record reflects the development of competition. I am con-
cerned, however, about the Commission’s recent willingness to allow complex and
controversial forbearance petitions to grant without issuing an order. Congress has
given the Commission a powerful tool in our Section 10 forbearance authority, but
the Commission must wield this tool responsibly. Allowing petitions to grant by op-
eration of law, and without disclosing a shred of analysis, does not best serve the
public interest. Moreover, this approach inappropriately ignores Congress’s directive
to consider the specific substantive standards set out in Section 10 and raises seri-
ous legal questions about the scope, effect, and validity of its actions.2

Question 2. One of the biggest challenges we face over the next 2 years is moving
our Nation from analog to digital television with minimal consumer disruption. I un-
derstand that the FCC is currently receiving comment on its Proposed Final Table
of DTV allotments, proposing final digital channels for TV broadcast stations. How-
ever, even after that is final, additional actions will be needed to complete the tran-
sition. Given the enormity of the task before us, what action is the Commission tak-
ing a?nd what action should it take to ensure that our country is ready in February
20097

Answer. Last March, in my keynote address at the consumer electronics indus-
try’s spring policy summit, I issued a “Call to Action” to both public and private in-

1See Statement of Commissioner Jonathan S. Adelstein, Petition of Verizon Telephone Compa-
nies for Forbearance under 47 U.S.C. § 160(c) from Title II and Computer Inquiry Rules with
Respect to their Broadband Service, WC Docket No. 04—440 (March, 20, 2006).

2] note that petitioners challenging the FCC’s disposition of the Verizon forbearance petition
in WC Docket No. 04440 have argued to the D.C. Circuit Court of Appeals that the legal effect
of “a deadlocked vote constitutes a denial [and] a retention of the rules currently in place. . . .”
See Brief of Carrier Petitioners, Sprint Nextel Corporation, et al. v. FCC at 17 (Feb 26, 2007)
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dustry leaders. Specifically, I encouraged the Commission to take a greater leader-
ship role in preparing the Nation for this historic transition to digital television
(DTV). For a complete text of my keynote, please find it at: htip://hraun
foss.fec.gov [edocs  public/attachmatch | DOC  264354A1.pdf.

o With the end of analog broadcasting in 2 years, there is a critical need for great-
er national attention on the impending DTV transition and for more focused
leadership from the FCC.

With less than 2 years to the end of analog broadcasting, I believe there is a crit-
ical need for greater national attention on the impending DTV transition. More fo-
cused leadership from the FCC—the nation’s expert agency—and the National Tele-
communications and Information Administration (NTIA) is needed. Currently, the
DTV preparedness effort lacks a clear national message and a coordinated set of in-
dustry activities.

The DTV transition is a significant public policy issue that is worthy of mention
in the State of Union Address and other nationally televised speeches to the Amer-
ican people. Studies continue to show that the most Americans are unaware of the
transition, few understand the benefits of digital television, and even fewer Ameri-
cans who rely exclusively on over-the-air TV are aware of the deadline. To date, the
Commission’s outreach initiative and the effort of the broadcast, cable, satellite, and
consumer electronics industries have had limited success, primarily reaching only
high-end consumers. The latest study shows that 61 percent of Americans are to-
tally unaware of the DTV transition.

e To improve awareness, the FCC needs to develop a unified message among all
levels of government, particularly with the NTIA; coordinate the efforts of the
various industry stakeholders; and improve education, especially in insular com-
munities.

To begin to address this general lack of public awareness, the Commission needs
to take the following steps: (1) develop a unified, coherent message among Federal,
state, local and tribal governmental entities; (2) coordinate the efforts of the broad-
cast, cable, satellite, and consumer electronics industries; and (3) educate insular
communities about the consequences and benefits of the impending transition.

Failure to administer a comprehensive national DTV transition plan will almost
certainly result in a tsunami of consumer complaints to congressional and other gov-
ernment offices from viewers across the country. To better manage this potential na-
tional disruption, I would recommend establishing a clear chain of command.

While the NTIA is principally charged with administering the converter box pro-
gram, the FCC’s technical and consumer outreach expertise makes us especially
well-suited to spearhead a national consumer education initiative. The two agencies
should work collaboratively to develop a unified Federal message about the DTV
transition, and to inform consumers about options they have to continue receiving
broadcast programming after February 17, 2009.

An inter-agency, public/private Federal Task Force could also be established to
reach out to state, local and tribal governments, as well as private sector stake-
holders, to further refine our message and approach. For example, while the DTV
website (www.dtv.gov) has been successful, that may not be the best way to reach
certain insular communities—communities with relatively low Internet
subscribership, i.e., low income, elderly, minority, non-English speaking and tribal
communities. Local officials and organizations may be able to offer the best ap-
proach for their television market. While we need a clear, unified and consistent
message emanating from both the public and private sectors, we need to target a
number of unique communities to ensure we reach specialized audiences.

Since my keynote address last March, the Commission and the principal stake-
holders have taken steps in right direction, but we are far from a national plan. Ac-
cordingly, in addition to the abovementioned steps, the Commission specifically
could enhance consumer DTV education by: (1) developing quantitative public inter-
est obligations for DTV broadcasters; (2) encouraging more PSAs on analog tele-
vision as well as pay-TV services; (3) conducting more targeted outreach to insular
communities; (4) standardizing the information that consumers receive at points of
sale; and (5) establishing achievable benchmarks for industry stakeholders.

e The FCC must develop DTV public interest obligations and encourage more
PSAs.

First, in order to maximize the benefits to the American people, the Commission
needs to determine DTV broadcasters’ public interest obligations. This proceeding
has been pending since 1999, and the Commission has failed to produce final rules.
Quantitative public interest obligations would encourage broadcasters to develop
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news and entertainment programming that is compelling and relevant to the view-
ing audience.

Second, the best way to inform the American people, especially analog-only view-
ers, about the DTV transition is through public service announcements (PSAs) on
broadcast channels. Additionally, the Commission should encourage PSAs on cable
and satellite systems.

e The FCC must conduct more outreach to insular communities, standardize the
information that consumers receive at points of sale, and establish achievable
benchmarks for industry stakeholders.

Third, the Commission needs a more targeted outreach to insular communities
across the United States. While the physical reach of FCC staff is limited, the Com-
mission should hold regional seminars to train members of public interest organiza-
tions in local communities. Additionally, the Commission should take advantage of
the numerous official and unofficial media ownership/localism hearings to educate
the American public about the DTV transition. The FCC needs to move beyond at-
tending industry trade shows and visit people in their local communities.

Fourth, the Commission should make an affirmative effort to contact consumer
electronic retailers and strongly encourage them to improve floor signs and displays,
educate their sales-forces and ensure all analog sets have informational labels.

And finally, considering the potential disruption this transition could cause, the
Commission could serve as the central clearinghouse for all DTV initiatives. For the
principal industry stakeholders—broadcasting, cable, satellite, and the consumer
electronics retail and manufacturing sectors—the Commission could coordinate their
dispersed efforts and establish achievable benchmarks to ensure a smooth transi-
tion. The Task Force could help accomplish these goals.

Question 3. A recent study conducted by Free Press entitled, Out of the Picture:
Minority & Female TV Station Ownership in the United States, contained some so-
bering statistics.

Women comprise 51 percent of the entire U.S. population, but own a total of
only 67 stations, or 4.97 percent of all stations.

Minorities comprise 33 percent of the entire U.S. population, but own a total
of only 44 stations, or 3.26 percent of all stations.

Latinos comprise 14 percent of the entire U.S. population, but own a total of
only 15 stations, or 1.11 percent of all stations.

African Americans comprise 13 percent of the entire U.S. population but only
own 18 stations, or 1.3 percent of all stations.

Asians comprise 4 percent of the entire U.S. population but only own a total
of 6 stations or 0.44 percent of all stations.

Do these facts trouble you as they do me, and what action should the Commission
take to promote greater diversity of ownership?

Answer. These facts trouble me deeply because they reflect the Commission’s fail-
ure over the years to acknowledge and study the reasons there are so few women
and minority FCC broadcast licensees. This lack of concern and no comprehensive
Commission review of female and minority ownership are barriers preventing the
development and implementation of regulatory policies that are specifically targeted
to improve ownership diversity—a compelling national interest.

The FCC media ownership decision in 2003 would have been an enormous setback
for diversity in broadcasting. Opportunities to promote minority, small and start-up
broadcasters were cast aside to enable the big media companies to get even bigger.
Criticizing the Commission’s 2003 decision, the Third Circuit Court of Appeals said
the FCC utterly failed in rational decision-making by repealing the only policy spe-
cifically aimed at fostering minority station ownership without any analysis whatso-
ever of the effect on minorities. The Commission’s decision did not even acknowledge
the decline in minority station ownership.

For starters, the Commission needs to first acknowledge that the state of female
and minority ownership in the United States is a direct result of Commission policy.
The Commission then needs to develop a “white paper” to determine whether diver-
sity of ownership in the broadcasting industry is a compelling state interest, in light
of the enormous influence broadcasting has in our public and political discourse.
These first two steps are critical because they will set the constitutional bounds of
the Commission’s ability to study and implement reform measures that have been
proposed by the Commission’s own Diversity Committee and the Minority Media
and Telecommunications Committee.
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The Commission’s acknowledgment and the white paper would complement the
two outstanding minority ownership studies which should examine levels of minor-
ity ownership of media companies and the barriers to entry.

As the Commission goes through this process, it is important to bear in mind that
we should develop policies with the specific goal to improve minority ownership. The
policies we develop should put minority groups on the path of ownership—not mere
subleasing opportunities.

Question 4. On November 22, 2006, the day before Thanksgiving, the FCC re-
leased a list of economic studies to be performed in the media ownership pro-
ceedings.

e How did the Commission choose the economic studies to be preformed in the
media ownership proceedings?

. Whg at the Commission or elsewhere was consulted for input on the topics cho-
sen?

e How were parties selected for the studies done outside the Commission, and
what is the cost of these contracts?

e Would the Commission consider seeking public comment on what other studies

might assist the Commission in its review of ownership rules?

Answer. Those are all very important questions, and I wish I could answer them.
The studies were developed, topics were chosen, and the analysts were selected, all
without the full Commission’s knowledge or input. As I said in my press release
shortly after hearing about announcement of the studies,

[The] unilateral release of this Public Notice on the eve of the Thanksgiving hol-
iday ultimately undermines the public’s confidence by raising more questions
than it answers. The legitimacy of the studies is directly correlated to the trans-
parency of the process undertaken to develop the studies and select the authors.

The descriptions of the studies are scant, lacking any sense of the Commission’s
expectations for scope, proposed methodology and data sources. In certain in-
stances, the truncated period of time to complete the studies is an ingredient
for a study that doesn’t engender public faith and confidence. The release of this
deficient Public Notice is unfortunate given the importance of these studies in
evaluating the impact of media ownership on the American public.

I still feel the same way about the studies today. I hope, in the future, all Com-
missioners are able to provide input.

Question 5. In November 2006, the Government Accountability Office (GAO)
issued a report concluding that the cost of special access has gone up—not down—
in many areas where the FCC predicted that competition would emerge. To address
this error, the report recommended that the FCC develop a better definition of “ef-
fective competition” and monitor more closely the effect of competition in the mar-
ketplace. Do you agree with these findings? What action should the Commission
take in response?

Answer. GAQO’s report appears to be based on a comprehensive study that takes
into account relevant evidence in making its findings. The Commission must closely
examine GAOQO’s recommendations and move forward with its own pending pro-
ceeding on special access services because many business customers and wholesale
carriers rely heavily on incumbent providers’ special access services for their voice
and high-speed connections. Independent wireless companies, satellite providers,
rural companies, and long distance providers also depend on access to incumbents’
nearly ubiquitous network and services to connect their networks to other carriers.
So, it is important that the Commission tackle these issues as comprehensively and
expeditiously as possible.

In particular, I agree with GAO’s recommendations that the FCC must more
closely monitor the effect of its rules and competition in the marketplace. GAO rec-
ommended that the FCC consider collecting additional data and developing addi-
tional measures to monitory competition on an ongoing basis that more accurately
represents market developments and individual customer choice.?3 The GAO report
should give further impetus to move forward with the Commission’s long-pending
proceeding on special access services.

Question 6. Last year, Congress passed legislation imposing a ten-fold increase in
the size of maximum fines for indecency violations, to a maximum of $325,000 per

31 note that the National Association of Regulatory Utility Commissioners (NARUC) recently
convened a Task Force to examine competitive issues involving special access services. I com-
mend NARUC for that effort and look forward to reviewing its analysis, findings, and rec-
ommendations.
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violation. At the time President Bush signed the law, he said “[t]he problem we
have is that the maximum penalty that the FCC can impose under current law is
just $32,500 per violation, and for some broadcasters, this amount is meaningless.
It’s relatively painless for them when they violate decency standards.” Should Con-
gress similarly raise the statutory maximum fine for other violations? What other
actions should be taken to promote swifter and more effective enforcement?

Answer. It would be fairer and more equitable to raise the statutory maximum
fine for other violations in addition to indecency. This would provide the proper de-
terrent against violating Commission rules. The Commission certainly could use its
discretion not to impose the maximum fine indiscriminately, but to calibrate the
level of the fine based on the nature of the offense. In other words, increasing the
maximum fine should not mean it is employed in every circumstance. Given increas-
ing size and scope of the entities we oversee, including the revenue growth of the
media and telecommunications industries in recent years, an increase in the max-
imum fine amounts is fully justified.

In terms of improving our enforcement efforts, I have long believed that the best
way to improve compliance is through strict enforcement of existing rules. Strong
enforcement measures send the most effective message that violations of our rules
will not be tolerated, and by thus improving compliance, it reduces the need for fur-
ther enforcement actions.

In order to accomplish the goal of strict enforcement, additional resources would
benefit the Enforcement Bureau. Given the scope of new laws that Congress has re-
quired us to enforce, and the ballooning number of complaints about alleged viola-
tions of existing laws, the demands on our staff have exceeded our ability to respond
adequately. If Congress provides additional resources to our enforcement efforts, it
would also send a strong message and help us to deal with backlogs.

Clarity in our rules is also essential. The more clearly we draw the lines, the less
likely we are to encounter excuses that parties failed to comply because they did
not understand what is permitted under the rules.

Question 7. Recently, the FCC adopted an order to prohibit certain practices by
franchising authorities that the Commission finds are unreasonable barriers to
entry. One issue mentioned in that order, which is very important to the State of
Hawaii, is the ability of the franchise authority to seek appropriate contributions
for public, educational, and governmental (PEG) and institutional networks (I-nets).
I understand that some parties have disputed the veracity of some claims made in
this proceeding. What, if any, efforts did the Commission take to independently in-
vestigate and verify the claims of unfair demands made by many of the carriers in
this proceeding?

Answer. I am not aware of the Commission taking any steps to independently in-
vestigate and verify the claims of the major phone companies. Nor am I aware of
the Media Bureau contacting a representative sample of franchising authorities.
There are no specific instances of the Bureau doing its own research concerning
claims of unfair demands. In my dissenting opinion on this proceeding I wrote:

Instead of acknowledging the vast dispute in the record as to whether there are
actually any unreasonable refusals being made today, the majority simply ac-
cepts in every case that the phone companies are right and the local govern-
ments are wrong, all without bothering to examine the facts behind these com-
peting claims, or conduct any independent fact-finding. This is breathtaking in
its disrespect of our local and state government partners and in its utter dis-
regard for agency action based on a sound record.

The Bureau simply took all the carriers claims of unfair practices as true, without
even questioning the fact that the ones providing the examples had the most to gain
in the proceeding. All other viewpoints, primarily from state and local governments,
were summarily dismissed.

Question 8. In 2004, the FCC adopted a plan to move certain licenses within the
800 megahertz band in order to eliminate interference problems that were being ex-
perienced by public safety communications systems. What is your assessment of the
pace of progress in rebanding the 800 MHz band and what steps does the Commis-
sion intend to take in order to get this process back on track?

Answer. I am concerned about the pace of progress in rebanding the 800 MHz
band. It appears that the Commission’s initial oversight of the process and of the
role of the Transition Administrator (TA) may have not been sufficiently vigorous.
Indeed, last month, the major organizations affected by the transition and Sprint
Nextel filed a letter with the Commission asking us to direct the TA to develop spe-
cific benchmarks to complete reconfiguration of the NPSPAC channels (channels
601-720). The letter also counsels the TA to work closely with public safety organi-
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zations, Sprint Nextel, and equipment and service providers to develop plans and
schedules to ensure a smooth transition to the reconfigured channel plan. The let-
ter’s signatories also indicated that the TA, by July 15, 2007, should identify
NPSPAC systems that can complete their reconfiguration in 2007 and schedule
them accordingly. I support the specific action items laid out in that letter and will
do what I can to ensure the Commission is taking the appropriate steps to imple-
ment these recommendations.

Question 9. A number of wireless carriers have employed the use of high “early
termination fees” to prevent wireless customers from switching to other carriers. In
some cases these fees may be $200 or more, and may apply regardless of whether
the subscriber wishes to cancel on the first or last date of their wireless contract.
Do you believe these practices promote or impede competition?

Answer. As I travel the country, I often hear consumers complain about the prac-
tice of early termination fees or ETF's. Indeed, it is one of the complaints the Com-
mission receives most frequently with respect to wireless services. Clearly, con-
sumers have a concern with ETFs and its impact on their ability to switch service
providers. We have seen the success of local number portability in promoting com-
petition among mobile wireless providers. Some argue that ETFs have the effect of
limiting some of the pro-consumer and pro-competitive impact of that significant
policy decision.

Question 10. Given requirements imposed by General Services Administration to
promote greater redundancy of communications, how would the retirement of copper
facilities impact Congress’ directive to promote the availability of alternate network
facilities in federally owned and leased buildings?

Answer. The Commission has recognized the importance of redundant commu-
nications in several contexts.4 Indeed, the Independent Panel Reviewing the Impact
of Hurricane Katrina on Communications Networks found that failure of redundant
pathways for communications traffic was one of three main problems that caused
the majority of communications network interruptions.®

Two currently pending petitions ask the Commission to investigate whether the
retirement of copper facilities would lessen the redundant capabilities available for
consumers, including federally owned and leased buildings.¢ These petitions argue
that copper loop and subloop retirement eliminate network alternatives that might
otherwise prove essential for network redundancy in the event of a homeland secu-
rity crisis, natural disaster, or the recovery period after such events. The Commis-
sion has sought comment on these petitions, and I look forward to reviewing the
record developed in response to these petitions.”

Question 11. Given the Commission’s policy of promoting broadband deployment
and eliminating regulations that treat competitors in the provision of broadband dif-
ferently, how is this policy being implemented this policy with regard to pole attach-
ment regulations?

Answer. The Commission has, in recent years, taken a number of actions designed
to level the competitive playing field for facilities-based providers of broadband serv-
ices.® A number of parties have suggested that the Commission should also explore
changes to its pole attachment rules in order to reduce competitive distortions
among broadband providers.® These parties have asked the Commission to consider,

4See, e.g., United Power Line Council’s Petition for Declaratory Ruling Regarding the Classi-
fication of Broadband over Power Line Internet Access Service as an Information Service, WC
Docket No.06-10, FCC 06-165, Memorandum Opinion and Order (rel. Nov. 7, 2006).

5See Recommendations of the Independent Panel Reviewing the Impact of Hurricane Katrina
on Communications Networks, Notice of Proposed Rulemaking, EB Docket No. 06-119, App. B
(rel. June 19, 2006).

6See Petition for a Rulemaking to Amend Certain Part 51 Rules Applicable to Incumbent LEC
Retirement for Copper Loops and Copper Subloops, filed by XO Communications, LLC et al.
(filed Jan. 18, 2007); Petition for Rulemaking and Clarification filed by BrLdgeCom Inter-
national, Inc. ot al., Policies and Rules Governing Retirement of Copper Loops By Incumbent
Local Exchange Carriers (filed Jan. 18, 2007).

78See Pleading Cycle Established For Comments On Petitions For Rulemaking And Clarifica-
tion Regarding The Commission’s Rules Applicable To Retirement Of Copper Loops And Copper
Subloops, Public Notice, DA 07-209, Docket No. RM-11358 (2007).

8See, e.g., Approprlate Framework for Broadband Access to the Internet over Wireline Facili-
ties, CC Docket No0.02-33, FCC 05-150, Report and Order (Aug. 5, 2005); United Powerline
Council’s Petition for Declaratory Ruling Regarding the Classification of Broadband Over Power
Line Internet Access Service as an Information Service, WC Docket No. 06-10, Memorandum
Opinion and Order, 20 FCCR 13281 (2006).

9See Petition of United States Telecom Association for a Rulemaking to Amend Pole Attach-
ment Rate Regulation and Complaint Procedures, RM-11293 (filed Oct. 2005); Petition for Rule-
making of Fibertech Networks, LLC, RM 11303 (filed Dec. 2005).
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among other things, changes to its rules for pole attachment rates, complaint proc-
esses, and procedures for providing access to poles, ducts, and conduits. The Com-
mission has sought comment on two such petitions and comments have now been
filed.1° Given that access to poles, ducts, and conduits is critical for facilities-based
providers of broadband services, it is important that the Commission move forward
with its consideration of these petitions as expeditiously as possible.

Question 12. Recently, a Virginia Federal court referred a matter to the FCC for
review and clarification as to whether Internet Protocol Television or “IPTV” service
meets the definition of a “cable service” under the Communications Act—a question
that this Committee answered affirmatively during consideration of last year’s tele-
communications bill. How does the Commission intend to address this matter?

Answer. I would expect the Commission to follow the plain meaning of the law
and the intent of Congress, and promote the public interest. At this time, I am not
aware of how the Commission intends to address this matter.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. BYRON L. DORGAN TO
HoN. JONATHAN S. ADELSTEIN

Question 1. Eleven years after Congress passed the 1996 Telecommunications Act
that opened the floodgates of media consolidation in the radio industry is American
radi?o better or worse than it was in 1996 in terms of viewpoint diversity and local-
ism?

Answer. Since joining the Commission in 2002, I have visited dozens of local com-
munities throughout the country and the overwhelming public belief is that view-
point diversity and localism have not improved since 1996. In fact, many say that
diversity and localism in radio have gotten much worse. Studies from independent
organizations have confirmed public sentiment. A recent study from Future of Music
Coalition has found that local ownership has declined by nearly 30 percent since
1996. Just fifteen formats make up 76 percent of commercial programming, and
radio formats with different names can overlap up to 80 percent in terms of songs
played on them.

Question 2. How has consolidation impacted the public’s ability to hear local music
and local news on the airwaves?

Answer. A recent study from the Future Music Coalition has revealed that the
playlists of many radio stations are very similar. And for commonly owned stations
in the same format, their playlists overlap over 97 percent. In addition concentra-
tion of ownership, programming ownership is also concentrated. For instance, the
Top 3 radio companies in terms of station ownership are also the Top 3 in terms
of programming-network ownership.

Question 3. Even with the existence of net neutrality conditions on AT&T, are
there rules in place to ensure that other broadband providers do not discriminate
against Internet content, services or applications? Given the rulings on information
servic%s, is it even clear that the FCC has authority to act if such discrimination
occurs?

Answer. I do not believe that the FCC has adequate rules in place to ensure that
broadband providers do not discriminate in their provision of Internet content, serv-
ices, or applications. In August 2005, the FCC ruled that the Act’s long-standing
non-discrimination safeguards in Sections 201 and 202 no longer apply to wireline
broadband Internet access services.!! At the same time, the Commission also adopt-
ed its Internet Policy Statement that outlines four principles to encourage broadband
deployment and preserve and promote the open and interconnected nature of public
Internet: (1) consumers are entitled to access the lawful Internet content of their
choice; (2) consumers are entitled to run applications and services of their choice,
subject to the needs of law enforcement; (3) consumers are entitled to connect their
choice of legal devices that do not harm the network; and (4) consumers are entitled
to competition among network providers, application and service providers, and con-
tent providers.'2 The Commission stated that it would incorporate these principles
into its ongoing policymaking activities but it did not adopt rules in this regard.

The Commission’s authority to act if discrimination occurs can fairly be character-
ized as unclear. The Supreme Court, in the Brand X decision, suggested that the
Commission has broad authority to “impose additional regulatory obligations under

10]d.

11See Appropriate Framework for Broadband Access to the Internet over Wireline Facilities,
CC Docket No0.02-33, FCC 05-150, Report and Order (Aug. 5, 2005).

12 See Appropriate Framework for Broadband Access to the Internet over Wireline Facilities,
CC Docket No.02-33, FCC 05-151, Policy Statement (Aug. 5, 2005).
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its Title I ancillary jurisdiction to regulate intestate and foreign communications.” 13
It is noteworthy, however, that other courts have taken a narrow view of the Com-
mission’s ancillary authority. For example, in reviewing the Commission’s authority
to set rules related to the unauthorized copying and redistribution of digital pro-
gramming, the D.C. Circuit has stated that “[the Commission’s] position in this case
amounts to the bare suggestion that it possesses plenary authority to act within a
given area simply because Congress has endowed it with some authority to act in
that area. We categorically reject that suggestion.” 14 Given the importance of pre-
serving the open character of the Internet, Congress may wish to provide a stronger
legal foundation for Commission oversight.

Question 4. In an environment of industry consolidation and technological integra-
tion, what role do you see the FCC playing to ensure nondiscriminatory access to
infrastructure, content, roaming, spectrum and rights of way?

Answer. The goal of the Telecommunications Act of 1996 1s to establish a competi-
tive and de-regulatory telecommunications environment. Over the past few years,
the Commission has done much to reduce regulation by eliminating obligations on
incumbent local exchange carriers, but the Commission can do much more to pro-
mote truly dynamic competitive markets. Going forward, it is critical that the Com-
mission improve its efforts to monitor market developments and to make decisions
based on sound data and analysis.

This is a time of great change in telecommunications markets with the emergence
of new services, increased convergence, and seismic structural changes among the
market participants. For many residential customers, there is an emerging rivalry
between traditional telephone providers and new cable entrants, along with an in-
creasing opportunity for use of wireless and VoIP services. Nonetheless, the Com-
mission must continue to promote competition between providers and to be vigilant
about the potential impacts of increased consolidation in these markets. I have been
concerned about the adequacy and vigor of the Commission’s analysis in its consid-
eration of recent mergers and forbearance petitions. I believe that the Act con-
templates more than just competition between a wireline and cable provider, and
that both residential and business consumers deserve more.

It is also noteworthy that GAO recently raised concerns about the development
of competition for business customers. In its report on special access services, GAO
found that competitive providers are serving, on average, less than 6 percent of the
buildings with demand for dedicated access, leaving 94 percent of the market served
only by incumbent providers. The Commission has a long-pending proceeding on
special access services and, with fresh motivation from GAO’s report, it will be even
more critical that the Commission tackle these issues as comprehensively and expe-
ditiously as possible.

In considering recent wireline mergers that represented major consolidation of the
marketplace, I have also looked for ways to counter-balance the effects of the trans-
actions through meaningful conditions that protect the open and neutral character
of the Internet, benefit consumers by promoting affordable broadband services, and
preserve competitive choices for residential and business consumers. For example,
in the recent AT&T/BellSouth merger, I supported conditions designed to promote
and preserve competition by requiring the divesture of wireless broadband spectrum
that will be critical to the development of an independent broadband option; by en-
suring that competitive carriers continue to have access to critical wholesale inputs;
and by providing that these conditions last for a meaningful period of time.

On the spectrum side, I have long advocated that we should continually evaluate
our spectrum policies to ensure that we are doing what we can to get spectrum into
the hands of operators who are ready and willing to serve consumers at the most
local levels. I want auctions to be a real opportunity for new and incumbent carriers
to expand existing networks and develop new and exciting wireless broadband serv-
ices. I have worked hard to put in place policies and rules that would promote op-
Efrtllimities for all carriers in auctions, such as a more diverse group of license

ocks.

During our review of the bandplan in advance of the auction last year of 90 MHz
of new spectrum for the Advanced Wireless Service (AWS), I pressed for the inclu-
sion of an additional smaller block of licenses. I believe that smaller licenses will
improve access to spectrum by those providers who want to offer service to smaller,
more rural, areas, while also providing a better opportunity for larger carriers to
more strategically expand their spectrum footprint. As we prepare for the 700 MHz

13 National Cable & Telecommunications Association, et al. v. Brand X Internet Services, et al.,
No. 04-277, 125 S.Ct. 2688 (June 27, 2005).

14 American Library Association v. Federal Communications Commission, No. 04-1037 (Mar.
15, 2005).
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and future auctions, it is critical we build on the success of the AWS auction by pro-
viding a diverse group of licenses so that all bidders have an opportunity to obtain
licenses that best match their business plan. While I have supported rules to facili-
tate the secondary market for spectrum rights and licenses, I think we are best
served by providing a wide variety of license sizes at the initial auction when appro-
priate.

Finally, I am increasingly concerned with the competitiveness of the commercial
mobile radio service (CMRS) wholesale market. Whether in the context of recent
mergers or other rulemakings, the Commission hears regularly from small and mid-
size carriers who are increasingly frustrated with their inability to negotiate auto-
matic roaming agreements with larger regional and nationwide carriers for the full
range of CMRS services. I was pleased that we initiated a proceeding in August
2005 to explore all aspects of roaming and more specifically the effects that consoli-
dation has on the ability of smaller carriers to negotiate access to larger networks.
Currently, we are hearing from parties on both sides of the issue. Yet, I think we
should get access to more information. I have supported an FCC review of actual
roaming agreements so that the Commission truly is informed on the nature of
these contracts. I also believe we should move forward with this proceeding as
quickly as possible.

Question 5. Do you think that the current broadband market is sufficiently com-
petitive and robust in terms of broadband deployment? Does the FCC currently have
sufficient tools to even accurately determine whether Americans have access to
broadband?

Answer. It is difficult to assess the relative competitiveness of the current
broadband services market because of the lack of sufficient data collected at the
FCC and because the industry is changing so dramatically.

Even though we have made strides with broadband deployment, we must work
to promote meaningful competition, as competition is the most effective driver of
lower prices and innovation. Given that cable and DSL providers control 98 percent
of the broadband market, we must be vigilant to ensure that the U.S. broadband
market does not stagnate into a comfortable duopoly.

Unfortunately, the Commission’s current efforts to gauge broadband deployment,
competition, and affordability fall short. In a May 2006 report, the Government Ac-
countability Office (GAO) took the FCC to task for the quality of its broadband data.
GAO criticized the Commission’s ability to analyze who is getting broadband and
where it is deployed, observing that the FCC’s data “may not provide a highly accu-
rate depiction of deployment of broadband infrastructures for residential service, es-
pecially in rural areas.” Similarly, GAO observed that the number of providers re-
ported in a Zip Code overstates the level of competition to individual households.
One clear conclusion from the GAO’s report is that the Commission must explore
ways to develop greater granularity in its assessment and analysis of broadband
availability, whether through statistical sampling, Census Bureau surveys, or other
means.

Question 6. How do you envision universal service reform moving ahead to keep
the fund sustainable? I am concerned about proposals that would not require
broadband connections to pay into universal service, or reverse auction proposals
that advocate providing USF support in an auction type model to the least cost pro-
vider.

Such proposals bring uncertainty to investment plans, and shift the universal
service standard from comparable to urban areas, to one that would just go to the
lower bidder, quality irrelevant. I understand that rural providers have expressed
concern about both proposals. Can you discuss the least cost provider issue, as well
as what possible distinctions exist to justify excluding broadband from paying into
USF—why shouldn’t a technology that uses and benefits from the network pay into
universal service?

Answer. Congress and the Commission recognized early on that the economic, so-
cial, and public health benefits of the telecommunications network are increased for
all subscribers by the addition of each new subscriber. Federal universal service con-
tinues to play a vital role in meeting our commitment to connectivity, helping to
maintain high levels of telephone penetration, and increasing access for our Nation’s
schools and libraries.

I have worked hard to preserve and advance the universal service programs as
Congress intended. It is vital to keep them on solid footing. The Commission has
taken a number of positive steps over the past year to maintain the base of support
for universal service, but the Commission must continue to be vigilant and look for
long-term solutions that ensure universal service remains effective. As we consider
further changes to our contribution rules, it is apparent that ensuring a stable base
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of support means expanding it. Any changes to these rules must also meet the stat-
utory requirements, be administratively workable, and not unduly impact con-
sumers. One specific area for Commission attention is the question of whether
broadband providers must contribute. As a result of the FCC’s reclassification deci-
sions, the de facto result is that broadband revenues have dropped out of the con-
tribution base. Given that broadband services represent the future of our tele-
communications networks, it is critical that the Commission not undermine the
long-term foundation of universal service.

The Commission also has open proceedings looking at how it distributes federal
Universal Service Funds to both large and small companies. On August 11, 2006,
the Federal-State Joint Board on Universal Service sought comment on the use of
reverse auctions to determine high cost universal service funding to eligible tele-
communications carriers pursuant to Section 254 of the Act. While I do not cur-
rently serve on the Joint Board, this is an important proceeding for consumers in
rural America, and I have heard concern from many rural providers about whether
reverse auctions will create appropriate incentives for carriers to invest in their net-
works. It is critical that we have a framework that creates incentives for providers
to invest in rural America, so I will consider the Joint Board’s recommendations
very carefully. Particularly given the impact of this proceeding on the services avail-
able in Rural America, I will look closely to make sure that any changes are con-
sistent with the Act’s requirement that universal service be specific, sufficient, and
predictable.

On a larger scale, it is important that the Commission conducts its stewardship
of universal service with the highest of standards. Ensuring the vitality of universal
service will be particularly important as technology continues to evolve. As voice be-
comes just one application over broadband networks, we must ensure that universal
seraricelevolves to promote advanced services, which is a priority that Congress has
made clear.

Question 7. What is your view of making the deployment of advanced infrastruc-
ture that is fully capable of offering the wide array of broadband oriented services
the hallmark of our national universal service policy? Should universal service sub-
sidize broadband?

Answer. Americans should have the opportunity to maximize their potential
through communications, no matter where they live or what challenges they face.
We have got to make broadband truly affordable and accessible to everyone. Some
have argued that the reason we have fallen so far in the international broadband
rankings is that we are a more rural country than many of those ahead of us. If
iclha‘ii is the case, we should strengthen our efforts to address any rural challenges

ead-on.

As voice, video, and data increasingly flow to homes and businesses over
broadband platforms, voice is poised to become just one application over broadband
networks. So, in this rapidly-evolving landscape, we also must ensure that universal
service evolves to promote advanced services, which is a priority that Congress
made clear.

Question 8. The FCC recently has been granting incumbent providers (ILECs) for-
bearance from regulations on the premise that sufficient competition exists in a spe-
cific market to make enforcement of the regulations unnecessary. However, a Fall
2006 GAO report indicates that the assumptions the FCC uses to determine the ex-
istence of competition may be flawed and further that prices in Phase II areas—
that is, areas where competition is theoretically most intense—are going up. Is that
the case, and if so, are price increases consistent with a competitive market?

Answer. GAO’s report found that list prices and average revenue for dedicated
business services appear to be higher in areas where the FCC had granted full pric-
ing flexibility due to the presumed presence of competitive alternatives than they
are in areas still under some FCC price regulation. As to whether this is consistent
with a competitive market, GAO found that its analysis of facilities-based competi-
tion suggests that the FCC’s predictive judgment—that areas with pricing flexibility
have sufficient competition—may not have been borne out.

GAOQ’s report appears to be based on a comprehensive study that takes into ac-
count relevant evidence in making its findings. It is important that the Commission
address GAO’s recommendations and that it move forward with its own consider-
ation of these issues through its pending special access rulemaking.

Question 9. Is forbearance for the ILECs in the public interest?

Answer. Section 10 of the Act sets out the standards for forbearance. Under Sec-
tion 10, the Commission is required to forbear from any statutory provision or regu-
lation if it determines that: (1) enforcement of the regulation is not necessary to en-
sure that charges, practices, classifications, or regulations are just and reasonable,
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and are not unjustly or unreasonably discriminatory; (2) enforcement is not nec-
essary to protect consumers; and (3) forbearance is consistent with the public inter-
est. In making this determination, the Commission must also consider pursuant to
Section 10(b) “whether forbearance from enforcing the provision or regulation will
promote competitive market conditions.”

I have supported a number of forbearance petitions where the statutory criteria
were met. In two recent proceedings, I have supported Orders granting unbundling
relief to incumbent LECs where there is especially strong evidence of competition
between the incumbent cable and wireline provider. While I have been concerned
with the analysis in these decisions and I believe that the Act contemplates more
than just competition between a wireline and cable provider, I believe that these
Orders were clearly superior to an automatic grant of the underlying petitions.

I am concerned, however, about the Commission’s recent willingness to allow com-
plex and controversial forbearance petitions to grant without issuing an order. Con-
gress has given the Commission a powerful tool in our Section 10 forbearance au-
thority, but the Commission must wield this tool responsibly. Allowing petitions to
grant by operation of law, and without disclosing a shred of analysis, does not best
serve the public interest. Moreover, this approach inappropriately ignores
Congress’s directive to consider the specific substantive standards set out in Section
10 and raises serious legal questions about the scope, effect, and validity of its ac-
tions.

Question 10. A proceeding to investigate the rates, terms and conditions for inter-
state special access services has been pending for a number of years. What is the
status of the FCC’s special access proceeding? What steps are being taken to speed
resolution of this matter?

Answer. In January 2005, in response to a petition filed by AT&T in 2002, the
FCC initiated a Notice of Proposed Rulemaking, seeking comment on whether regu-
lation of dedicated access services and on whether the Commission’s pricing flexi-
bility rules should be revised.!> Comments and reply comments have been filed in
this proceeding and it is pending before the Commission.

While Orders are typically drafted at the direction of the Chairman rather than
individual Commissioners, I will expeditiously review any Bureau recommendations
regarding these rules. Indeed, the GAO report should give further impetus to move
forward with that proceeding.

Question 11. Some say that the dispute between Mediacom and Sinclair signals
a new period of confrontation between broadcasters and distributors. How many
complaints involving retransmission consent disputes has the Commission received
in the last couple of years? Is there any trend within that data that may be useful
t(i cons{)ider? How long does the Commission typically take to resolve those com-
plaints?

Answer. I have requested the necessary information and analysis concerning re-
transmission consent disputes from the FCC’s Media Bureau.

Question 12. One issue specifically important for public radio stations is the op-
portunity to file for and receive additional reserved FM spectrum. It has been al-
most 7 years since the FCC provided the public with an opportunity to build new
noncommercial educational stations on reserved FM spectrum. When will the FCC
open a filing window for new reserved-FM noncommercial stations? Will the FCC
provide public notice of a filing window sufficiently in advance to permit non-profit,
governmental, and other potential applicants adequate time to participate?

Answer. I have requested the necessary information and analysis concerning the
filing window for new reserved-FM NCE stations from the Media Bureau. In any
event, I believe the Commission should provide public notice of the filing window
several months in advance to permit full and active public participation.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. MARIA CANTWELL TO
HoN. JONATHAN S. ADELSTEIN

Question 1. Do you believe those individual and their employers who violated the
commission’s payola rules should be held accountable and those who have been in-
jured receive fair compensation?

Answer. Yes, they should be held accountable. I believe these objectives were
achieved in the recently reported payola consent decrees with Clear Channel, CBS
Radio, Entercom, and Citadel: $12.5 million contribution to the Federal Treasury,

15 Special Access Rates for Price Cap Local Exchange Carriers, Order and Notice of Proposed
Rulemaking, WC Docket 05-25, 20 FCCR 1994 (2005).
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and a separate voluntary commitment to program and broadcast over 4200 hours
of 10(118.1 and independent music, which should help counteract the harm caused by
payola.

Question 2. Should significant fines be part of the penalty?

Answer. Fines and all forms of financial or service contributions should be com-
mensurate to the seriousness of the alleged offense. The $12.5 million fine in the
announced payola settlement would be the largest fine collectively imposed on
broadcasters in the history of the FCC.

Question 3. How do you structure a consent decree so that it changes behavior
and deters individuals from future violations beyond when the consent decree ends?

Answer. First, the Commission could deter individuals and their employers from
future violations by imposing a stiff fine. Second, the Commission could endeavor
to change individual and employer behavior by requiring real business reform meas-
ures that better tracks record label transactions in radio stations. And finally, the
Commission should structure a consent decree to prevent future violations by com-
mitting the Commission to perform certain meaningful oversight elements which the
Commission is committed to perform. While the details of the consent decree and
independent airtime agreement are not yet final, I believe that the Commission has
achieved the primary three objectives of the investigation against Clear Channel,
CBS Radio, Entercom, and Citadel.

Question 4. What kind of enforcement mechanism do you envision to ensure the
consent decree is effective?

Answer. I envision the Commission requiring the four radio groups to designate
one corporate-level Compliance Officer as well as market-level Compliance Contacts
to monitor all potential pay-for-play concerns. The groups will also maintain a data-
base that tracks all record label transactions and the Commission will have unfet-
tered access to the data base. Additionally, the groups will also be required to pro-
vide the Commission with annual reports.

Question 5. Given how important music and radio is to many Americans, do you
believe there should be public comment on any consent decree before the Commis-
sion adopts it?

Answer. I would not oppose the opportunity for the public to comment on any con-
sent decree before the Commission adopts it. After all, our job is to promote the pub-
lic interest and the Commission’s decision-making should be fair and transparent
to the public. Comments would inform the Commission about the harms that many
listeners experience and would ensure that our fines and requirements are sup-
ported by those we are trying to protect.

Public comment on consent decrees, however, has not been the Commission’s prac-
tice.

Question 6. In your dissent of the Report and Order and Further Notice of Pro-
posed Rulemaking that establishes rules and provides guidance to implement Sec-
tion 621(a)(1) of the Communications Act of 1934 issued in December 2006, you ar-
gued that you believed the Commission was on shaky legal ground and was using
the item to legislate rather than to regulate. Do you believe that the record supports
the C(c)lrr)nmission’s decision? Why do you believe the Commission is on shaky legal
ground?

Answer. The policy goals of the Commission’s decision, to promote competitive
video offerings and broadband deployment, are laudable. But while I support these
goals, the decision goes out on a limb in asserting Federal authority to preempt local
governments, and then saws off the limb with a highly dubious legal scheme. It sub-
stitutes the Commission’s judgment as to what is reasonable—or unreasonable—for
that of local officials—all in violation of the franchising framework established in
the Communications Act.

I could not support the video franchise decision because the FCC is a regulatory
agency, not a legislative body. In my years working on Capitol Hill, I learned
enough to know that Commission’s decision is legislation disguised as regulation.
The courts will likely reverse such action because the Commission cannot act when
it “does not really define specific statutory terms, but rather takes off from those
terms and devises a comprehensive regulatory regimen. . . . This extensive quasi-
legislative effort to implement the statute does not strike [me] as merely a construc-
tion of statutory phrases.” Kelley v. E.P.A., 15 F.3d 1100, 1108 (DC. Cir. 1994)

The decision also displays a fundamental misunderstanding about the commit-
ment of franchising authorities to bring competition to their citizens. By law, a fran-
chise under Title VI confers a right of access to people’s property. Unlike members
of the Commission, many state and local officials are elected and directly account-
able to their citizens. Instead of acknowledging the vast dispute in the record as to
whether there are actually any unreasonable refusals being made today, the major-
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ity simply accepts in every case that the phone companies are right and the local
governments are wrong, all without bothering to examine the facts behind these
competing claims, or conduct any independent fact-finding. Our embrace of every-
thing interested companies say while discounting local elected officials on a matter
grounded in local property rights certainly does not inspire a great deal of con-
fidence in the Commission’s ability on the Federal level to arbitrate every local dis-
pute in the country and fairly decide who is unreasonable and who is not.

Even if the Commission had such power, there is no mechanism outlined in the
decision to establish how that process would work. Consequently, the end result will
likely be litigation, confusion, abuse of the process, and a certain amount of chaos.

Notwithstanding the scant record evidence to justify agency preemption and the
creation of a national, unified franchising process in contravention of Federal law,
the Commission conjures its authority to reinterpret and, in certain respects, re-
write Section 621 and Title VI of the Communications Act, on just two words in Sec-
tion 621(a)(1)—“unreasonably refuse.” The Commission ignores the verb that fol-
lows: “to award.” A plain reading of Section 621(a)(1) does not provide a wholesale
“unreasonable” test for all LFA action. Rather, the statutory language focuses on
the act of awarding a franchise. While I agree that the Commission has authority
to interpret and implement the Communications Act, including Title VI, the Com-
mission does not have authority to ignore the plain meaning, structure and legisla-
tive history of Section 621, and judicial precedent.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. FRANK R. LAUTENBERG TO
HoN. JONATHAN S. ADELSTEIN

Question 1. It is my understanding that there are at least four investigations
pending at the FCC into possible violations of sponsorship identification rules. Some
of these investigations have been pending for two or 3 years. Should there be a
deadline for the FCC to act on these complaints? Does the FCC have adequate staff
and resources to conduct these investigations?

Answer. Deadlines would be helpful for the FCC to act on sponsorship ID and
other enforcement investigation. Deadlines could serve as an incentive for the Com-
mission to conclude all investigations. I am of the view that the FCC could use addi-
tional staff resources to deal with the large volume of complaints we receive.

Question 2. In approximately 2 years, broadcasters will shift to digital television.
There are over 200,000 homes in New Jersey that rely exclusively on over-the-air
television. Do you think most Americans are educated about this transition today?
What role will the FCC play in preparing the public for this transition?

Answer. Last March, in my keynote address at the consumer electronics indus-
try’s spring policy summit, I issued a “Call to Action” to both public and private in-
dustry leaders. Specifically, I encouraged the Commission to take a greater leader-
ship role in preparing the Nation for this historic transition to digital television
(DTV). For a complete text of my keynote, please find it at: http://
hraunfoss.fcc.gov | edocs—public | attachmatch | DOC-264354A1.pdf.

o With the end of analog broadcasting in 2 years, there is a critical need for great-
er national attention on the impending DTV transition and for more focused
leadership from the FCC.

With less than 2 years to the end of analog broadcasting, I believe there is a crit-
ical need for greater national attention on the impending DTV transition. More fo-
cused leadership from the FCC—the nation’s expert agency—and the National Tele-
communications and Information Administration (NTIA) is needed. Currently, the
DTV preparedness effort lacks a clear national message and a coordinated set of in-
dustry activities.

The DTV transition is a significant public policy issue that is worthy of mention
in the State of Union Address and other nationally televised speeches to the Amer-
ican people. Studies continue to show that the most Americans are unaware of the
transition, few understand the benefits of digital television, and even fewer Ameri-
cans who rely exclusively on over-the-air TV are aware of the deadline. To date, the
Commission’s outreach initiative and the effort of the broadcast, cable, satellite, and
consumer electronics industries have had limited success, primarily reaching only
high-end consumers. The latest study shows that 61 percent of Americans are to-
tally unaware of the DTV transition.

e To improve awareness, the FCC needs to develop a unified message among all
levels of government, particularly with the NTIA; coordinate the efforts of the
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various industry stakeholders; and improve education, especially in insular com-
munities.

To begin to address this general lack of public awareness, the Commission needs
to take the following steps: (1) develop a unified, coherent message among Federal,
state, local and tribal governmental entities; (2) coordinate the efforts of the broad-
cast, cable, satellite, and consumer electronics industries; and (3) educate insular
communities about the consequences and benefits of the impending transition.

Failure to administer a comprehensive national DTV transition plan will almost
certainly result in a tsunami of consumer complaints to congressional and other gov-
ernment offices from viewers across the country. To better manage this potential na-
tional disruption, I would recommend establishing a clear chain of command.

While the NTIA is principally charged with administering the converter box pro-
gram, the FCC’s technical and consumer outreach expertise makes us especially
well-suited to spearhead a national consumer education initiative. The two agencies
should work collaboratively to develop a unified Federal message about the DTV
transition, and to inform consumers about options they have to continue receiving
broadcast programming after February 17, 2009.

An inter-agency, public/private Federal Task Force could also be established to
reach out to state, local and tribal governments, as well as private sector stake-
holders, to further refine our message and approach. For example, while the DTV
website (www.dtv.gov) has been successful, that may not be the best way to reach
certain insular communities—communities with relatively low Internet subscriber-
ship, i.e., low income, elderly, minority, non-English speaking and tribal commu-
nities. Local officials and organizations may be able to offer the best approach for
their television market. While we need a clear, unified and consistent message ema-
nating from both the public and private sectors, we need to target a number of
unique communities to ensure we reach specialized audiences.

Since my keynote address last March, the Commission and the principal stake-
holders have taken steps in right direction, but we are far from a national plan. Ac-
cordingly, in addition to the abovementioned steps, the Commission specifically
could enhance consumer DTV education by: (1) developing quantitative public inter-
est obligations for DTV broadcasters; (2) encouraging more PSAs on analog tele-
vision as well as pay-TV services; (3) conducting more targeted outreach to insular
communities; (4) standardizing the information that consumers receive at points of
sale; and (5) establishing achievable benchmarks for industry stakeholders.

e The FCC must develop DTV public interest obligations and encourage more
PSAs.

First, in order to maximize the benefits to the American people, the Commission
needs to determine DTV broadcasters’ public interest obligations. This proceeding
has been pending since 1999, and the Commission has failed to produce final rules.
Quantitative public interest obligations would encourage broadcasters to develop
news and entertainment programming that is compelling and relevant to the view-
ing audience.

Second, the best way to inform the American people, especially analog-only view-
ers, about the DTV transition is through public service announcements (PSAs) on
broadcast channels. Additionally, the Commission should encourage PSAs on cable
and satellite systems.

e The FCC must conduct more outreach to insular communities, standardize the
information that consumers receive at points of sale, and establish achievable
benchmarks for industry stakeholders.

Third, the Commission needs a more targeted outreach to insular communities
across the United States. While the physical reach of FCC staff is limited, the Com-
mission should hold regional seminars to train members of public interest organiza-
tions in local communities. Additionally, the Commission should take advantage of
the numerous official and unofficial media ownership/localism hearings to educate
the American public about the DTV transition. The FCC needs to move beyond at-
tending industry trade shows and visit people in their local communities.

Fourth, the Commission should make an affirmative effort to contact consumer
electronic retailers and strongly encourage them to improve floor signs and displays,
educate their sales-forces and ensure all analog sets have informational labels.

And finally, considering the potential disruption this transition could cause, the
Commission could serve as the central clearinghouse for all DTV initiatives. For the
principal industry stakeholders—broadcasting, cable, satellite, and the consumer
electronics retail and manufacturing sectors—the Commission could coordinate their
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dispersed efforts and establish achievable benchmarks to ensure a smooth transi-
tion. The Task Force could help accomplish these goals.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. MARK L. PRYOR TO
HoN. JONATHAN S. ADELSTEIN

Question 1. Over the past 4 years, consumers have enjoyed the successful emer-
gence of a number of new players in the audio marketplace. Satellite radio and
Internet radio now reach tens of millions of listeners every week, and portable MP3
players and iPods have become common household items.

Digital Cable and DBS offer dozens of channels of uninterrupted music, and Wi-
Max technology is evolving that will soon allow Internet based listening options in
automobiles.

Would the Commissioners agree that the competitive landscape has changed dra-
matically in the audio market over the past few years? And would the Commis-
sioners agree that this trend is only likely to continue for the foreseeable future?

Answer. The competitive landscape is certainly changing. Nonetheless, I am opti-
mistic about the future of the broadcasting industry because every device or plat-
form you’ve mentioned presents a great opportunity for radio and television broad-
casting. Change isn’t always easy; but in the case of the broadcast industry, I be-
lieve the industry is holding the strongest card in the deck—quality content, which
viewers and listeners love and is not substitutable overnight.

e Cable and Satellite TV have allowed the major broadcasters to reach more
homes and to create additional channels to deliver more content to families.
While broadcast television has lost viewers to cable, network shows still domi-
nate the ratings.

o Satellite Radio presents an opportunity for broadcasters to differentiate their
service and to compete with satellite radio by incorporating more quality local
content—news and music—into their programming. HD Radio will enable radio
broadcasters and equipment manufacturers to offer new services and products
to consumers.

e TiVo and other DVR: Time-shifting (TiVo) and place-shifting (Sling Box) tech-
nology will simply allow more people to watch broadcast programming at a time
and place that’s convenient for them. Since 2002, Nielsen Media Research and
TiVo have agreed to measure viewing habits through the collection of TiVo re-
cording data. When viewers record shows to watch later, their viewing is count-
ed in the total audience. That should help broadcast ad revenue.

e ;Pods: Major networks, like ABC and NBC, are starting to embrace MP3 play-
ers such as the iPod. Viewers can now download their favorite NBC or ABC
show for $1.99 an episode and take it on the road.

o Internet: Recent studies demonstrate that Americans are consuming more and
more media everyday. TV and radio remain the dominant forms of media for
news and information. Although there is a growing trend toward dual usage,
with consumers using the Internet while watching television at home, Ameri-
cans watch television twice as much as we use computers.

Another interesting development is digital radio. I very much support the Com-
mission moving the In Band on Channel (IBOC) proceeding as soon as possible.
Since 2002, the Commission has selected IBOC as the digital technology for terres-
trial radio broadcast service and some 1000 stations are currently using IBOC tech-
nology on the air under special FCC experimental authorization.

The IBOC technology allows radio broadcasters to use the first adjacent channel
of their current spectrum frequency to transmit near-CD quality audio signals to
digital radio receivers along with new datacasting services such as station, song and
artist identification, as well as local traffic and weather bulletins. This will help
radio compete more effectively with satellite radio.

Question 2. Consumers in many rural areas currently are not able to enjoy the
same benefits wireless services offer as their urban counterparts enjoy. Due to low
user concentration, the cost of providing high quality wireless service in rural areas
is frequently more expensive than is possible in higher-density urban areas. Des-
ignation of wireless carriers as ETCs, which permits these carriers to receive sup-
port from the Universal Service Fund (“USF”), can help to ensure that all Ameri-
cans enjoy the benefits of competition and high-quality wireless services.

What steps has the FCC taken to ensure that wireless coverage is extended to
all Americans, regardless of where they live, and to ensure that Americans living
in rural areas have the opportunity to subscribe to high-quality wireless services?
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Answer. While we have taken some steps to improve wireless coverage and oppor-
tunity in rural areas, there is always room for improvement. For example, I am in-
creasingly concerned with the competitiveness of the CMRS wholesale market.
Whether in the context of recent mergers or other rulemakings, the Commission
hears regularly from small and mid-size carriers who are increasingly frustrated
with their inability to negotiate automatic roaming agreements with larger regional
and nationwide carriers for the full range of CMRS services. I was pleased that we
initiated a proceeding in August 2005 to explore all aspects of roaming and more
specifically the effects that consolidation has on the ability of smaller carriers to ne-
gotiate access to larger networks. Currently, we are hearing from parties on both
sides of the issue. Yet, I think we should get access to more information. I have sup-
ported an FCC review of actual roaming agreements so that the Commission truly
is informed on the nature of these contracts. I also believe we should move forward
with this proceeding as quickly as possible.

I have long advocated that we should continually evaluate our spectrum policies
to ensure that we are doing what we can to get spectrum into the hands of operators
who are ready and willing to serve consumers at the most local levels. I want auc-
tions to be a real opportunity for new and incumbent carriers to expand existing
networks and develop new and exciting wireless broadband services. I have worked
hard to put in place policies and rules that would promote opportunities for all car-
riers in auctions, such as a more diverse group of license blocks.

During our review of the bandplan in advance of the auction last year of 90 MHz
of new spectrum for the Advanced Wireless Service (AWS), I pressed for the inclu-
sion of an additional smaller block of licenses. I believe that smaller licenses will
improve access to spectrum by those providers who want to offer service to smaller,
more rural, areas, while also providing a better opportunity for larger carriers to
more strategically expand their spectrum footprint. As we prepare for the 700 MHz
and future auctions, it is critical we build on the success of the AWS auction by pro-
viding a diverse group of licenses so that all bidders have an opportunity to obtain
licenses that best match their business plan. While I have supported rules to facili-
tate the secondary market for spectrum rights and licenses, I think we are best
served by providing a wide variety of license sizes at the initial auction when appro-
priate.

While I supported the bandplan changes made prior to the AWS auction, the
Commission made a number of decisions in advance of the auction that I did not
support because of their impact on small and rural businesses. For example, I was
concerned with the decision to impose blind bidding on the AWS auction in the
event certain thresholds were not met. While blind bidding ultimately was not im-
posed in that auction, I am troubled by the impact of this decision on small compa-
nies in the event that future auctions are subject to blind bidding. I was originally
told by our staff that small companies would benefit from our blind bidding proposal
because it would protect them from becoming victims of larger carrier bidding strat-
egies. In an interesting twist, it was the smallest carriers who spoke the loudest
against the proposal. They raised legitimate concerns about access to real time auc-
tion information that significantly informs their auction bidding strategy. So I am
worried about the chilling effect of this decision on participation by smaller and me-
dium-sized carriers in the future.

As we prepare a schedule for the upcoming 700 MHz auction, we must remember
that our rules have not yet been finalized. We have rightly teed up a number of
important discussions to ensure that the 700 MHz band is quickly and efficiently
put to use and that parts of the spectrum do not remain an untapped well for the
spectrum-thirsty. I am very pleased that our items seek comment, for example, on
whether we should revise performance requirements for licensees in the 700 MHz
band and whether we should reconfigure or sub-divide the existing spectrum blocks
in the 700 MHz band in order to make spectrum in the band more easily accessible.

As these are significant questions, we must be mindful that some companies may
not currently be in a position to move forward with plans to participate in the auc-
tion until the Commission makes a final decision about the size of auction licenses
and the types of construction requirements. They need sufficient time to establish
business plans and line up financing. Consequently, we must make sure that our
auction schedule allows for sufficient spacing between the adoption of final 700 MHz
band rules and the filing of auction applications. This will ensure that the auction
truly is available to a diverse group of interested parties, and that full participation
will lead to a more successful and robust auction. I am confident that we can pro-
vide the necessary time for preparation and still comply with our statutory obliga-
tions related to the auction.

A different proceeding that could substantially help both our wireless broadband
efforts and the opportunities afforded to smaller businesses is our rural wireless
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proceeding that has languished since the summer of 2004. While I was disappointed
in several aspects of the Report and Order in that proceeding, I pushed strongly for
a Further Notice that continues to explore possible re-licensing approaches and con-
struction obligations for current and future licensees who hold licenses beyond their
first term. I think this is an important dialogue. I continue to believe that we should
consider an approach that provides for re-licensing in the event that market-based
mechanisms still result in unused spectrum. We cannot afford to let spectrum lay
fallow. If, after so many years, licensees do not plan to use or lease the spectrum
they acquired in rural and other unserved areas, they should let someone else have
access to it. Often a small business is best situated to fill this gap.

Question 3. Following the natural disasters that recently hit the Gulf Coast region
wireless services provided emergency personnel, utility repairmen and residents
with the only immediate means for communicating. In light of the experience of the
Commission from Hurricane Katrina and other disasters, please describe the role
wireless services fill with respect to emergency response and disaster recovery dur-
ing times of crisis?

Answer. Wireless services are invaluable during times of crisis to enable emer-
gency personnel and first responders to communicate effectively. Indeed, most state
and local jurisdictions operate their own public safety wireless networks, which
their first responders rely on for their primary source of communications during
times of crisis. Our nation’s commercial mobile service providers often provide the
primary link for our Nation’s citizens during emergencies. As cell phones have be-
come a way of life they are an important connection to our families, friends, and
emergency personnel when natural and man-made disasters occur. The commercial
networks also play an important role in providing supporting communications for
first responders. Finally, we are increasingly seeing the use of satellite and unli-
censed wireless services in times of emergency. These services have their own
unique characteristics that can be particularly useful in enabling emergency re-
sponse personnel to communicate and to have access to information during difficult
times.

Question 3a. If a petitioner for ETC designation meets the statutory criteria and
has consistently been the only service provider to remain operative in certain areas
during natural disasters despite the presence of other carriers (including other
ETCs) in those areas, would you view the designation of the petitioner as an ETC
to be in the public interest?

Answer. The Commission has stated that functionality during emergency situa-
tions is an important consideration in designating eligible telecommunications car-
riers pursuant to Section 214(e)(6). In the ETC Designation Order, released March
17, 2005, the Commission found, consistent with the recommendation of the Fed-
eral-State Joint Board on Universal Service, that an ETC applicant must dem-
onstrate: (1) a commitment and ability to provide services, including providing serv-
ice to all customers within its proposed service area; (2) how it will remain func-
tional in emergency situations; (3) that it will satisfy consumer protection and serv-
ice quality standards; (4) that it offers local usage comparable to that offered by the
incumbent LEC; and (5) an understanding that it may be required to provide equal
access if all other ETCs in the designated service area relinquish their designations
pursuant to Section 214(e)(4) of the Act.

Prior to designating an eligible telecommunications carrier pursuant to Section
214(e)(6) of the Act, the Commission determines whether such designation is in the
public interest. The Commission set forth, in the ETC Designation Order, its public
interest analysis for ETC designations, which includes an examination of (1) the
benefits of increased consumer choice, (2) the impact of the designation on the uni-
versal service fund, and (3) the unique advantages and disadvantages of the com-
petitor’s service offering. Thus, the ability to remain operative during natural disas-
ters is one factor that the Commission must consider in designating eligible tele-
communications carriers.

Question 3b. Some of the areas hardest hit by recent natural disasters were un-
derserved communities. To the extent a petitioner for ETC designation that meets
the statutory criteria for ETC designation has demonstrated a strong commitment
to serving rural and underserved communities since well before designation as an
ETC, would the designation of the petitioner as an ETC be in the public interest?
If not, please explain why.

Answer. The Commission has stated that commitment to serve rural areas is an
important consideration in designating eligible telecommunications carriers pursu-
ant to Section 214(e)(6). As described above, the Commission found in the ETC Des-
ignation Order that an applicant seeking to be designated as an eligible tele-
communications carrier must demonstrate, among other things, a commitment and
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ability to provide services, including providing service to all customers within its
proposed service area.

The Commission also found that, prior to designating an eligible telecommuni-
cations carrier, it must determine whether such designation is in the public interest.
The Commission set forth, in the ET'C Designation Order, its public interest anal-
ysis for ETC designations, which includes an examination of (1) the benefits of in-
creased consumer choice, (2) the impact of the designation on the universal service
fund, and (3) the unique advantages and disadvantages of the competitor’s service
offering. As part of the Order the Commission stated that it would also examine the
potential for cream-skimming in instances where an ETC applicant seeks designa-
tion below the study area level of a rural incumbent LEC. Thus, commitment to
serve rural areas is one factor that the Commission must consider.

Question 4. The FCC has committed to resolve, within 6 months of the date filed,
all ETC designation requests for non-tribal lands that are properly before the FCC.

How many petitions for ETC designation are currently pending at the FCC?

What is the average length of time that the ETC Petitions currently before the
FCC have been pending? Of these petitions, what is the earliest filing date? How
many of these petitions were filed in 2004 or earlier?

How many petitions for ETC designation did the FCC act on in 20067

How many petitions for ETC designation did the FCC act on in 2005?

How many petitions for ETC designation did the FCC act on in 2004?

MAnswer, In response to the above questions, please see the response of Chairman
artin.

Question 4a. What does the FCC intend to do about the backlog of pending ETC
petitions? How soon does the FCC intend to act upon ETC petitions that have been
pending for more than 6 months?

Answer. Subsequent to the Commission’s adoption of the ETC Designation Order,
the Wireline Competition Bureau has reviewed petitions for designation of eligible
telecommunications carriers. Please see the response of Chairman Martin.

Question 4b. Do you believe that Americans living in rural areas and the carriers
who have filed ETC Petitions deserve to have those petitions acted upon promptly
rather than simply kept pending without a yes or no answer? If you do not, please
explain why.

Answer. Section 214(e) of the Act sets out the Congressional framework for desig-
nating eligible telecommunications carriers. Section 214(e)(2) provides state commis-
sions with the primary responsibility for performing ETC designations.1¢ Section
214(e)(6) provides that, “[iln the case of a common carrier providing telephone ex-
change service and exchange access that is not subject to the jurisdiction of a State
commission, the Commission shall upon request” perform the relevant ETC designa-
tion. The Commission must strive for timely on action on industry petitions, in order
to provide certainty for both carriers and consumers.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. AMY KLOBUCHAR TO
HoN. JONATHAN S. ADELSTEIN

Question 1. In a September 8, 2005 report, the FCC stated, “Our review of the
record does not lead us to recommend any changes to the retransmission consent
regime at this time.” What if any steps have you taken since that time to review
and assess the retransmission consent regime; what if any additional conclusions
have you reached; what if any plans do you have for additional formal or informal
review; and what do you perceive to be the strengths and weaknesses of the retrans-
mission consent process?

Answer. The Report to Congress Pursuant to the Section 208 of the Satellite
Home Viewer Extension and Reauthorization Act of 2004 was prepared and sub-
mitted to Congress without my participation or vote. I am not aware of any steps
the Commission has taken since September 2005 to review and assess the retrans-
mission regime, in addition to dealing with specific complaints. Thus far, all com-

16 Under Section 214(e)(2), “[ulpon request and consistent with the public interest, conven-
ience, and necessity, the State commission may, in the case of an area served by a rural tele-
phone company, and shall, in the case of all other areas, designate more than one common car-
rier as an eligible telecommunications carrier” for a designated service area, so long as the re-
questing carrier meets the requirements of Section 214(e)(1). Section 214(e)(2) further states:
“[blefore designating an additional eligible telecommunications carrier for an area served by a
rural telephone company, the State commission shall find that the designation is in the public
interest.”



157

plaints have been managed at the Bureau level with no input from the full Commis-
sion.

Based on recent experience, the Commission can improve its handling of disputes
to provide clarity and prompt resolution, and to protect viewers. One of the
strengths of the retransmission consent process is to provide broadcasters with the
opportunity to negotiate just compensation for their quality programming. It is not
clear, however, whether Congress achieved its intent to prioritize the interests of
viewers ahead of the commercial interests of cable operators and broadcasters.

Question 2. Section 10(a) of the Communications Act allows the Commission to
forbear from applying any regulation or any statutory provision to a particular or
multiple telecommunications carriers or services, in any or some geographic mar-
kets, if certain criteria are met—most notably that competition exists in the market
and that such relief is in the public interest. The FCC recently has been granting
incumbent providers (ILECs) forbearance from regulations on the premise that suffi-
cient competition exists in a specific market to make enforcement of the regulations
unnecessary. What are each of your respective positions on the conditions and cir-
cumstances under which forbearance for ILECs is appropriate?

Answer. Section 10 of the Act sets out the standards for forbearance. Under Sec-
tion 10, the Commission is required to forbear from any statutory provision or regu-
lation if it determines that: (1) enforcement of the regulation is not necessary to en-
sure that charges, practices, classifications, or regulations are just and reasonable,
and are not unjustly or unreasonably discriminatory; (2) enforcement is not nec-
essary to protect consumers; and (3) forbearance is consistent with the public inter-
est. In making this determination, the Commission must also consider pursuant to
Section 10(b) “whether forbearance from enforcing the provision or regulation will
promote competitive market conditions.”

I have supported a number of forbearance petitions where the statutory criteria
where met. In two recent proceedings, I have supported Orders granting unbundling
relief to incumbent LECs where there is especially strong evidence of competition
between the incumbent cable and wireline provider. While I have been concerned
with the analysis in these decisions and I believe that Act contemplates more than
just competition between a wireline and cable provider, I believe that these Orders
were clearly superior to an automatic grant of the underlying petitions.

I am concerned, however, about the Commission’s recent willingness to allow com-
plex and controversial forbearance petitions to grant without issuing an order. Con-
gress has given the Commission a powerful tool in our Section 10 forbearance au-
thority, but the Commission must wield this tool responsibly. Allowing petitions to
grant by operation of law, and without disclosing a shred of analysis, does not best
serve the public interest. Moreover, this approach inappropriately ignores
Congress’s directive to consider the specific substantive standards set out in Section
10 and raises serious legal questions about the scope, effect, and validity of its ac-
tions.

Question 3. From the City of Saint Paul (similar questions were raised by Burns-
ville/Eagan Community Television and the Northern Suburban Communications
Commission):

The Order issued by the FCC on December 20, 2006 allows new franchise en-
trants to “cherry pick” the neighborhoods in our communities, rather than bring
true competition to all of our businesses and residents. This would allow new en-
trants to serve or upgrade only the profitable areas of Saint Paul [and other cities
and towns], leaving many of our residents on the wrong side of the “digital divide.”

The Order authorizes a new entrant to withhold payment of fees that it deems
to be in excess of a 5 percent franchise fee cap. This could completely under-
mine support for both Saint Paul’s [and other cities’ and towns’] very successful
public, educational and government (PEG) operations.

The Order imposes a 90-day shot clock for new entrants with existing rights of
way, opening the potential to reduce Saint Paul’s [and other cities’ and towns’]
ability to manage its rights-of-way.

The Order authorizes a new entrant to refrain from obtaining a franchise when
it is upgrading mixed use facilities that will be used in the delivery of video
content.

Saint Paul believes that the policy goals of the Order are laudable but strongly
disagrees with the method and substance of the decision taken by the FCC. How
do you respond to each of these concerns, and how do you respond to the claim that
the FCC exceeded its authority in adopting this order?
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Answer. The policy goals of the Commission’s decision, to promote competitive
video offerings and broadband deployment, are laudable. But while I support these
goals, the decision goes out on a limb in asserting Federal authority to preempt local
governments, and then saws off the limb with a highly dubious legal scheme. It sub-
stitutes the Commission’s judgment as to what is reasonable—or unreasonable—for
that of local officials—all in violation of the franchising framework established in
the Communications Act.

I could not support the video franchise decision because the FCC is a regulatory
agency, not a legislative body. In my years working on Capitol Hill, I learned
enough to know that Commission’s decision is legislation disguised as regulation.
The courts will likely reverse such action because the Commission cannot act when
it “does not really define specific statutory terms, but rather takes off from those
terms and devises a comprehensive regulatory regimen. . . . This extensive quasi-
legislative effort to implement the statute does not strike [me] as merely a construc-
tion of statutory phrases.” Kelley v. E.P.A., 15 F.3d 1100, 1108 (D.C. Cir. 1994)

The decision also displays a fundamental misunderstanding about the commit-
ment of franchising authorities to bring competition to their citizens. By law, a fran-
chise under Title VI confers a right of access to people’s property. Unlike members
of the Commission, many state and local officials are elected and directly account-
able to their citizens. Instead of acknowledging the vast dispute in the record as to
whether there are actually any unreasonable refusals being made today, the major-
ity simply accepted in every case that the phone companies are right and the local
governments are wrong, all without bothering to examine the facts behind these
competing claims, or conduct any independent fact-finding. Our embrace of every-
thing interested companies say while discounting local elected officials on a matter
grounded in local property rights certainly does not inspire a great deal of con-
fidence in the Commission’s ability on the Federal level to arbitrate every local dis-
pute in the country and fairly decide who is unreasonable and who is not.

Even if the Commission had such power, there is no mechanism outlined in the
decision to establish how that process would work. Consequently, the end result will
likely be litigation, confusion, abuse of the process, and a certain amount of chaos.

The Order finds that franchising negotiations that extend beyond the time frames
created by the Commission amount to an unreasonable refusal to award a competi-
tive franchise within the meaning of 621(a)(1). This finding ignores the plain read-
ing of the first sentence of Section 621(a)(1), which provides that a franchising au-
thority “may not unreasonably refuse to award an additional competitive franchise.”
On its face, Section 621(a)(1) does not impose a time limitation on an LFA’s author-
ity to consider, award, or deny a competitive franchise. The second and final sen-
tence of Section 621(a)(1) provides judicial relief, with no Commission involvement
contemplated, when the competitive franchise has been “denied by a final decision
of the franchising authority.” There is no ambiguity here: Congress simply did not
impose a time limit on franchise negotiations, as it did on other parts of Title VI.
Hence, whether you read the first sentence alone or in context of the entire statu-
tory provision or title, its plain and unambiguous meaning is contrary to the Com-
mission’s interpretation. Section 621(a)(1) provides an expressed limitation on the
nature, not the timing, of the refusal to award a competitive franchise.

To make matters worse, the Commission-created 90-day shot clock seems to func-
tion more like a waiting period, during which time the new entrant has little incen-
tive to engage in meaningful negotiations. An objective review of the evidence shows
that there is sufficient blame on both sides of the negotiation table. Sometimes,
there are good reasons for delay; and at other times, one side might stall to gain
leverage. While the majority is certainly aware of these tactics, they fail to even
mention the need for LFAs and new entrants to abide by, or so much as to have,
reciprocal good faith negotiation obligations. The majority also has ignored the ap-
parent need to develop a complaint or grievance mechanism for the parties to en-
sure compliance. Perhaps Congress might consider imposing on the Commission a
binding deadline to resolve complaints, which would inject an incentive for both
sides to negotiate, meaningfully and in good faith.

In terms of build-out, the Commission seems to make a deliberate effort to over-
look the plain meaning of the statute and to substitute its policy judgment for that
of Congress. The Commission concludes that it is unlawful for LFAs to refuse to
grant a competitive franchise on the basis of an applicants’ refusal to agree to any
build-out obligations. The Commission’s analysis in this regard is anemic and
facially inadequate.

Section 621(a)(4)(A) provides that “[iln awarding a franchise the franchising au-
thority shall allow the applicant’s cable system a reasonable period of time to become
capable of providing cable service to all households in the franchise area.” Absent
express statutory authority, the Commission cannot declare it unreasonable for
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LFAs to require build-out to all households in the franchise area over a reasonable
period of time. The Commission’s argument in this regard is particularly spurious
in light of the stated objective of the Order to promote broadband deployment and
our common goal of promoting affordable broadband to all Americans. In the end,
this is less about fiber to the home and more about fiber to the McMansion.

The Commission’s decision should have made it clear that, while any requests
made by an LFA unrelated to the provision of cable service and unrelated to PEG
or I-NET are subject to the statutory 5 percent franchise fee cap, these are not the
type of costs excluded from the term “franchise fee” by Section 622(g)(2)(C). That
provision excludes from the term “franchise fee” any “capital costs that are required
by the franchise to be incurred by the cable operator for public, educational, or gov-
ernmental access facilities.” The legislative history of the 1984 Cable Act clearly in-
dicates that “any franchise requirement for the provision of services, facilities or
equipment is not included as a ‘fee.””

PEG facilities and access provide an important resource to thousands of commu-
nities across this country. Equally important, redundancy or even duplicative I-Net
provides invaluable homeland security and public health, safety and welfare func-
tions in towns, cities, and municipalities across America. It is my hope that the
Commission’s decision does not undermine these and other important community
media resource needs.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. TED STEVENS TO
HoN. JONATHAN S. ADELSTEIN

Question 1. What is the current status of any proposals to use auctions to deter-
mine universal service support?

Answer. On August 11, 2006, the Federal-State Joint Board on Universal Service
sought comment on the use of reverse auctions to determine high cost universal
service funding to eligible telecommunications carriers pursuant to Section 254 of
the Act. Comments and reply comments have been filed in this proceeding. While
I do not currently serve on the Joint Board, my understanding is that the Joint
Board is continuing to consider reverse auction proposals, among others, in the con-
text of that proceeding.

Question 2. Do you believe any of the proposals submitted to the Joint Board are
viable alternative approaches to universal service support and can adequately sup-
port rural carriers like those in Alaska?

Answer. While I do not currently serve on the Joint Board, this is an important
proceeding for consumers in Rural America and I will consider the Joint Board’s rec-
ommendations very carefully. Congress recognized the importance of universal serv-
ice in its passage of the Telecommunications Act of 1996 (1996 Act), and the out-
come of Joint Board’s current proceeding will be important for the ability of commu-
nities and consumers in rural America to thrive and grow with the rest of the coun-
try.

Question 3. When Chairman Powell visited a remote Eskimo village in Alaska, his
plane got stuck in the mud on the unpaved runway during take-off. He and his staff
whipped out their cell phones to try to call for help, but they didn’t work. No roam-
ing agreements. The villages call came and pulled his plane out of the mud, but he
was not able to call his wife to tell her he was running late. I am pleased to report
that the runway is now being paved, but the roaming problem has yet to be re-
solved. Many small cell phone companies in Alaska have been unsuccessful in get-
ting the large national carriers to respond to their desires to arrange roaming agree-
ments. As data, video, and other services are transmitted to mobile devices this
problem will only grow more acute. What can you do to address this problem, and
what is the timeframe for moving forward?

Answer. I am increasingly concerned with the competitiveness of the CMRS
wholesale market. Whether in the context of recent mergers or other rulemakings,
the Commission hears regularly from small and mid-size carriers who are increas-
ingly frustrated with their inability to negotiate automatic roaming agreements with
larger regional and nationwide carriers for the full range of CMRS services. I was
pleased that we initiated a proceeding in August 2005 to explore all aspects of roam-
ing and more specifically the effects that consolidation has on the ability of smaller
carriers to negotiate access to larger networks. Currently, we are hearing from par-
ties on both sides of the issue. Yet, I think we should get access to more informa-
tion. I have supported an FCC review of actual roaming agreements so that the
Commission truly is informed on the nature of these contracts. I also believe we
should move forward with this proceeding as quickly as possible.
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Question 4. 1 continue to have concerns that too often domestic satellite services
do not offer service to Alaska and Hawaii. In last year’s Senate Communications
Bill, a measure was included to require satellite operators to make good faith efforts
in their satellite planning and development to ensure service to the entire United
States. Are there measures that the FCC could take independent of Congressional
legislation to ensure better service to Alaska and Hawaii?

Answer. The Commission could better monitor the efforts of domestic satellite
services to serve Alaska and Hawaii. For instance, without the need for legislation,
the Commission could develop a report on the services satellite operators provide
and are planning to provide Alaska, Hawaii, and other parts of the United States.
Satellite operators should remember that residents of all 50 states deserve a full
suite of services.

Question 5. The FCC frequently faces the problem of making tough policy deci-
sions that are wrapped in technological debates. There are several waivers pending
at the FCC that deal with CableCARDs. What is the impact on the consumer and
the impact on the development and deployment of downloadable security? How will
these petitions be considered and will the full Commission address these issues?

Answer. While the Media Bureau has acted on several requests for waiver of the
Commission’s integration ban, I welcome the opportunity to resolve all waiver re-
quests as soon as practicable. Section 629 of the Act requires the Commission to
consider such waiver requests within 90 days of filing. Excessive delay could ad-
versely impact the ability of operators to migrate to an all-digital network and offer
enhanced programming choices to consumers. Cable operators have asserted that
the Commission’s failure to grant waivers to the set top integration ban could cost
consumers nearly $600 million per year. Cable operators have also asserted that the
grant of these waivers will enable more consumers to receive digital picture quality
and to access newly developed family tiers, parental controls, digital broadcast pro-
gramming, and VOD programming by expanding the number of Comcast households
that will have access to digital set-top boxes. The cable industry has committed to
fully deploy downloadable security by 2009. The consumer electronics community,
however, has argued that the competitive availability of devices that are used to
view cable programming is an important pro-consumer objective in the digital age.
A separate security device or CableCARD is the key to ensuring that consumers can
use devices of their choice. The Consumer Electronics Association has estimated
that the initial manufacturing costs required to add CableCARD functionality to be
in the range of $10-$15, which translates into an initial price of $40 or less at retail
(or a énonthly cost of less than $1.25), not $72 or $93 as the cable industry has esti-
mated.

Question 6. Obviously we are all concerned about the new frontiers that can be
created on the Internet for pedophiles and child pornographers. To advance the safe-
ty of our children, everyone must do their part. Is there more that the Internet serv-
ice providers can be doing to help law enforcement and does the FCC need any addi-
tional authority from Congress to ensure that entities under the Commission’s au-
thority are doing their part?

Answer. As a parent and a Commissioner, I am deeply concerned about the safety
of our children on the Internet. Everyone must do their part: Internet service pro-
viders should better monitor illegal content on their servers, and parents must mon-
itor their children. Law enforcement agencies have a particular role to play in en-
forcing current laws against offenders, and encouraging ISPs and others in private
industry to develop better ISP-level and PC-based filters and enhance their data re-
tention policies. I would expect that, should any Commission regulatee or licensee
become aware of such illegal activities being conducted over its network, the com-
pany would work quickly with law enforcement to shut down the illegal service. The
Commission could also assist in educating parents about predatory online threats
and available tools that help protect unsuspecting children. Given the nature of
these offenses, we must always be vigilant in ensuring that we are doing what we
can to improve enforcement and compliance, and I welcome the further direction of
Congress in dealing with this issue.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. OLYMPIA J. SNOWE TO
HoN. JONATHAN S. ADELSTEIN

Question 1. Is it true that eleven years ago Congress required the FCC to adopt
a new universal service mechanism that ensures that local telephone rates in rural
areas are reasonably comparable to rates in urban areas?

Answer. Yes. In the Telecommunications Act of 1996, Congress passed Section
254(b)(3) which states that consumers in all regions of the Nation should have ac-
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cess to telecommunications and information services at rates that are reasonably
comparable to rates charged for similar services in urban areas. Furthermore, in
Section 254(a)(2) Congress mandated that the Commission initiate a proceeding on
the Joint Boards’ recommendation on universal service.

Question 2. Is it true that the 10th Circuit Court of Appeals has twice remanded
the FCC’s method of providing universal service support for rural customers served
by larger carriers?

Answer. Yes. On July 31, 2001, in Qwest Corp. v. Federal Communications Com-
mission (258 F.3d 1191) (Qwest I), the 10th Circuit remanded the Commission’s
Ninth Report and Order (14 F.C.C.R. 20432), which established a Federal high-cost
universal service support mechanism for larger carriers. Subsequently, on February
23, 2005 the 10th Circuit in Qwest II (398 F.3d 1222) remanded a portion of the
Commission’s Order on Remand (18 F.C.C.R. 22559). In Qwest II, the Court directed
the Commission to “utilize its unique expertise to craft a support mechanism taking
into account all the factors that Congress identified in drafting the Act and its stat-
utory obligation to preserve and advance universal service.” The court affirmed the
portion of the Order on Remand that created a mechanism to induce state action
to assist in implementing the goals of universal service.

Question 3. Is it true that the second decision was issued in February of 2005 with
the court expressing an expectation that the FCC would respond expeditiously?

Answer. Yes. In Qwest II, the 10th Circuit expressed their expectation that the
Commission comply with its decision “in an expeditious manner, bearing in mind
the consequences inherent in further delay.” The court stated that the task before
the Commission on remand will require “the full development of an administrative
record, empirical findings, and careful analysis” and that “[ulnder these cir-
cumstances, [the court would] not constrain the Commission’s consideration of the
issues before it.”

Question 4. What steps will the FCC take now to ensure that it meets its obliga-
tions to the rural residents of large incumbent carriers? Will you commit that the
FCC will take action on this remand during the next 6 months?

Answer. On December 9, 2005, the Commission responded to the 10th Circuit’s
remand by issuing a Notice of Proposed Rulemaking (FCC 05-205). The NPRM
sought public comment on how to reasonably define the statutory terms “sufficient”
and “reasonably comparable,” in light of the court’s holding in Qwest II, and on the
support mechanisms for non-rural carriers. While Orders are typically drafted at the
direction of the Chairman rather than individual Commissioners, I will expedi-
tiously review any Bureau recommendations that I receive regarding these rules.

Question 5. Now that the Antideficiency Act (ADA) exemption has expired, what
kind of guarantees can you give that there will be no further E-Rate program shut
downs or delays?

Answer. I note that, on February 15, 2007, Congress passed a continuing resolu-
tion that extends the exemption of the Universal Service Fund from the Anti-Defi-
ciency Act (ADA) until December 31, 2007. I do not believe the E-Rate program ac-
tually constitutes an appropriation by Congress and therefore did not believe that
the ADA should have been applied in the first place. As a supporter of the E-Rate
program, I believe it is essential that we take steps to maintain the program’s vital-
ity on a more permanent basis, whether that requires further Congressional or ad-
ministrative action.

Question 6. Can you tell us how much USAC has in its E-Rate accounts currently
and whether those reserves will be sufficient to cover funding?
Answer. Please see the response of Chairman Martin.

Question 7. Are you still working with the Office of Management and Budget
(OMB) on a reinterpretation of the ADA that would exempt Universal Service?

Answer. My office has had no contact with the OMB regarding the applicability
of the ADA to Federal universal service programs. I would, however, encourage and
support such a reinterpretation.

Question 8. Given that AT&T and BellSouth agreed to abide by a definition of
“network neutrality” as part of there merger conditions, do you believe that the ar-
gument that it is impossible to craft such a definition is false?

Answer. Yes. I believe that it is possible and necessary to craft a balanced policy
that protects the openness of the Internet. The precise contours, scope, and exclu-
sions of AT&T’s commitment reflect compromise and a predictive judgment about
how to preserve the most attractive features of the Internet. The AT&T commitment
strikes a reasonable balance by preserving the openness of Internet access while
also allowing AT&T flexibility in certain areas that it deemed critical. It is impor-
tant that we continue to explore comprehensive approaches to this issue, and any
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such provisions may need revision over time. Nonetheless, I hope that the AT&T
commitment will inform the debate in the coming months and years.

Question 9. Will you enforce the “network neutrality” provision agreed to as part
of AT&T’s and BellSouth’s gaining approval for the merger?

Answer. Yes. This provision is enforceable by the FCC and was critical for my
support of this merger. The condition states that the combined company will not
privilege, degrade, or prioritize the traffic of Internet content, applications or service
providers, including their own affiliates. Given the increase in concentration pre-
sented by that transaction—particularly set against the backdrop of a market in
which telephone and cable operators control nearly 98 percent of the market, with
many consumers lacking any meaningful choice of providers—it was critical that the
Commission add an enforceable condition to address incentives for anti-competitive
discrimination.

Question 10. Do you consider the U.S. broadband marketplace to be competitive?

Answer. It is difficult to assess the relative competitiveness of the current
broadband services market because of the lack of sufficient data collected at the
FCC and because the industry is changing so dramatically.

Even though we have made strides with broadband deployment, we must work
to promote meaningful competition, as competition is the most effective driver of
lower prices and innovation. Given that cable and DSL providers control 98 percent
of the broadband market, we must be vigilant to ensure that the U.S. broadband
market does not stagnate into a comfortable duopoly.

Unfortunately, the Commission’s current efforts to gauge broadband deployment,
competition, and affordability fall short. In a May 2006 report, the Government Ac-
countability Office (GAO) took the FCC to task for the quality of its broadband data.
GAO criticized the Commission’s ability to analyze who is getting broadband and
where it is deployed, observing that the FCC’s data “may not provide a highly accu-
rate depiction of deployment of broadband infrastructures for residential service, es-
pecially in rural areas.” Similarly, GAO observed that the number of providers re-
ported in a Zip Code overstates the level of competition to individual households.
One clear conclusion from the GAQO’s report is that the Commission must explore
ways to develop greater granularity in its assessment and analysis of broadband
availability, whether through statistical sampling, Census Bureau surveys, or other
means.

Question 11. Do you believe a wireless connection, which is two to four times more
expensive and two to four times slower than DSL or cable, can be a substitute for
a wireline connection to the Internet?

Answer. It is difficult to answer your question because the FCC has not collected
the type of data in its broadband collection report that would allow us to assess the
substitutability of wireline broadband services with wireless ones—such as data
speed, and cost of service. Based on anecdotal evidence, however, it does appear that
current mobile broadband services are typically offered at a higher price, and for
a lower speed, than those available to DSL or cable customers. I do believe, though,
that one of the best options for promoting broadband, particularly in rural reas, and
providing new competition all across the country, is maximizing the potential of
spectrum-based services, particularly those that are comparable to cable and DSL
broadband services.

Question 12. How can we ensure that a variety of news and entertainment outlets
will be there if the telephone and cable companies are allowed to limit what people
can see and do online?

Answer. The hallmark of the Internet has been its open and neutral character,
which has given it such great potential as a tool for economic opportunity, innova-
tion, and so many forms of civic, democratic, and social participation. Access to the
wide range of news and entertainment outlets available through the Internet is one
of its great strengths.

Preserving the vibrant and open quality of the Internet is critical. Historically,
there have not been gatekeepers on the Internet. It has enabled those with unique
interests and needs, or with a unique cultural heritage, to meet and form virtual
communities the likes of which have never been seen before. It also means that con-
sumers are being empowered—as citizens and as entrepreneurs—and they are in-
creasingly developing creative ways to use these new technologies. While the Com-
mission has taken important steps by adopting an Internet Policy Statement and
making enforceable commitments to maintain a neutral network in the context of
license transfer proceedings, it is critical that we remain vigilant and continue to
explore comprehensive approaches to maintaining freedom on the Internet.
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RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. GORDON H. SMITH TO
HoN. JONATHAN S. ADELSTEIN

Question 1. Under a couple of the conditions, AT&T and BellSouth committed that
for 42 months, they would continue to offer, and would not increase the price of,
unbundled network elements. They also committed not to seek forbearance with re-
spect to unbundled loops and transport. Will these conditions preserve the option
for consumers to purchase high-speed broadband service from companies that com-
bine an AT&T/BellSouth UNE loop with their own electronics and other network fa-
cilities to offer their own high-speed Internet broadband services?

Answer. Competitive providers use unbundled network elements to offer a suite
of telecommunications and information services, including broadband services.
AT&T committed, in response to concerns about the loss of competitive alternatives,
to continue to offer these wholesale inputs and to freeze rates for these inputs.
These commitments should result in more choice, lower prices, and increased inno-
vation for consumers.

Question 2. Has the Commission concluded that it is in the public interest to pre-
serve additional broadband options for consumers through these UNE as part of the
AT&T/BellSouth merger conditions?

Answer. To address concerns about loss of competitive alternatives and concentra-
tion in the broadband market, AT&T made a number of commitments related to
broadband services. As a result of these commitments, consumers will have access
to more affordable broadband services, whether purchased as a bundled package or
as a stand-alone offering that can be paired with wireless or Internet phone service.
For example, AT&T’s commitment to offer basic broadband service for 10 per month
should help lower the cost for many consumers who are just starting to take advan-
tage of the broadband experience. In addition, the commitments will promote and
preserve competition by requiring that the applicants divest wireless broadband
spectrum critical to the development of an independent broadband option; by ensur-
ing that competitive carriers continue to have access to critical wholesale inputs;
and by providing that these conditions last for a meaningful period of time. I believe
that these conditions will preserve additional broadband options for consumers in
the AT&T and BellSouth regions and they were critical for my support of the trans-
action.

Question 3. This Committee has operated under Republican and Democratic chair-
men on largely a bipartisan, consensus basis on the vast majority of communications
issues. In the last several years, however, a larger number of these issues, particu-
larly media ownership, have become extremely divisive, largely upon political lines.
I think Americans have sent us a signal that they don’t want this kind of divisive-
ness and partisanship. They want us to work together to find reasonable, workable
solutions. Does media ownership really have to be such a partisan issue? Aren’t
there areas of consensus where common sense reforms can be made?

Answer. Media ownership is not a partisan issue even though it broke down on
partisan lines in the Commission in 2003. We now have a different Chairman and
two new Commissioners. I am hopeful we can avoid in the next decision the division
that plagued the last and reach consensus on this issue, as we have on most other
issues before us.

In 2003, over three million Americans from different states and party affili-
ations—from the National Rifle Association, Parents Television Council to the
NAACP—contacted the FCC to register their opposition to the FCC revised owner-
ship rules which would have increased media consolidation. Additionally, in a bipar-
tisan vote, the Senate voted to disapprove the new FCC rules.

As T've traveled throughout the country and studied the historical development of
media in the United States and Europe, I've seen first-hand that Americans on a
bipartisan and nonpartisan basis really want to preserve and promote competition,
localism and diversity in their media.

I believe that improving female and minority ownership of broadcast assets is an
area where common sense reform can be made and is very much needed. Women
make up over half of the U.S. population; they own less than 5 percent of all tele-
vision stations. Racial and ethnic minorities make up over 30 percent of the popu-
lation, yet they own less than 3.3 percent of all television stations. African Ameri-
cans own 1.3 percent; Latino Americans own 1.1 percent, and Asians and American
Indians only own 0.44 and 0.37 percent, respectively, of all television stations.

Question 4. As Congress contemplates whether to enact legislation addressing net
neutrality, it would be helpful to understand whether there is some particular be-
havior in the U.S. broadband marketplace related to net neutrality that is harming
consumers today. Aside from the one reported incident involving Madison River
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Communications blocking Voice over Internet Protocol (VoIP) calls, which the FCC
rectified in March 2005, can you identify any specific, concrete examples of actual
conduct by a broadband provider that runs afoul of net neutrality?

Answer. In February—March 2005, the FCC’s Enforcement Bureau conducted an
investigation into Madison River Communications after that company blocked its
DSL customers from using rival Web-based phone service, which it resolved through
a consent decree.!

Although the Madison River case is the only such enforcement action by the FCC
to date, many commenters have suggested that this is because the FCC applied the
traditional nondiscrimination obligations of Act to the provision of wireline
broadband services until the fall of last year.2 With the Commission’s decision to
eliminate the safeguards now in effect, there is increasing attention to the plans of
U.S. broadband providers. In this regard, senior management of the largest U.S.
broadband providers have expressed an explicit interest in changing their business
models in ways that might impose new fees on applications providers or discrimi-
nate against online content and services. In its 2006 Report to Congress on Access
to Broadband Networks, the Congressional Research Service found that broadband
network providers will have the ability and incentive to build, operate, and manage
their broadband networks in a fashion that favors their own applications over com-
petitors’ applications.

Given the importance of the Internet as a tool for economic opportunity, innova-
tion, and so many forms of civic, democratic, and social participation, I believe we
must take these proposals seriously and consider policy changes to preserve the
open character of the Internet.

Question 5. I understand that AT&T agreed to lower the rates it charges big busi-
ness customers for special access services, as a condition to the FCC’s approval of
the merger with BellSouth, but that these rate reductions would not apply to a sub-
set of companies, including Qwest, Verizon and others, unless those companies
lower their special access rates as well. This effectively placed burdens on compa-
nies who weren’t parties to the merger. As Chairman Martin and Commissioner
Tate stated in their Joint Statement “the Democratic Commissioners want to price
regulate not only AT&T but also Verizon and Qwest.” “. . . [N]ot only are the condi-
tions unnecessary as there is no finding of a public harm, but the conditions attempt
to impose requirements on companies that are not even parties to the merger.” How
can you explain using the merger process to impose burdens on other parties, and
isn’t this just a way to circumvent the rulemaking process?

Answer. The special access conditions agreed to by AT&T address merger-specific
concerns about the formation of the country’s largest wireline, wireless, and
broadband company and the resulting loss of competition. As GAO recognized in its
November 2006 report on these services, the combined company will be the only
source of dedicated access services for retail enterprise customers, long distance
competitors, and local service competitors at the vast majority of locations in the
post-merger territory. The special access conditions address these concerns in a rea-
sonable manner that takes into account regulatory and marketplace differences be-
tween price cap ILECs and other competitors. The condition places no burdens and
compels no actions by any party other than the combined company. While certain
actions are necessary to avail themselves of the discounts, no party is required to
take advantage of these discounts. Thus, the adoption of these conditions does not
circumvent the Commission’s consideration of the long-pending special access pro-
ceeding, but it does represent a modest benefit for consumers, including large and
small businesses, schools, hospitals, government offices, and independent wireless
providers.

11 note also for Congress’s consideration that, in 2005, Canada’s telephone company Telus
blocked customers from visiting a website sympathetic to the Telecommunications Workers
Union during a contentious labor dispute. See Telus Cuts Subscriber Access To Pro-Union
Website, CBC News, http://www.cbe.ca/canada/story/2005/07 /24 /telussites050724.html
(2005).

2See Appropriate Framework for Broadband Access to the Internet over Wireline Facilities, CC
Docket No.02-33, FCC 05-150, Report and Order (Aug. 5, 2005) (adopting “a one-year transition
period, which begins on the effective date of this Order, in order to give both ISPs and facilities-
based wireline broadband Internet access transmission providers sufficient time to adjust to our
new framework”).
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RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. JOHN THUNE TO
HoN. JONATHAN S. ADELSTEIN

Question 1. Even as we are strategizing on how to complete the deployment of
DSL and cable modem broadband networks to the hard to reach places of our coun-
try, other countries are well on their way to deploying next-generation fiber net-
works. High-speed fiber will change how we use the Internet similar to the change
we saw between dial-up and broadband. Is there anything Congress can be doing
to help speed the deployment of our high-speed fiber network here at home, and in
rural areas particularly?

Answer. One of our central national priorities is promoting widespread broadband
deployment, and deployment of high-speed fiber is an important part of that effort.
Even though we have made strides, I am concerned we are not keeping pace with
our global competitors. According to the ITU, the digital opportunity afforded to
U.S. citizens is 21st in the world. Citizens of other countries are simply getting more
megabits for less money. This is more than a public relations problem. It’s a produc-
tivity problem, and our citizens deserve better. This effort warrants a comprehen-
sive national strategy.

We must encourage broadband development and the deployment of high-speed
fiber by increasing incentives for investment because we will rely on the private sec-
tor as the primary driver of growth. To this end, Congress may also wish to consider
alternatives outside of the purview of the FCC, such as tax incentives for companies
that invest in broadband to underserved areas; better depreciation rules for capital
investments in targeted telecommunications services; providing adequate funding
for Rural Utilities Service broadband loans and grants; investing in basic science
research and development to spur further innovation in telecommunications tech-
nology; and improving math and science education to ensure that we have the
human resources to fuel continued growth, innovation and usage of advanced tele-
communications services.

Another way to promote the deployment of high-speed fiber in rural areas is
through universal service. As voice becomes just one application over broadband net-
works, we must ensure that universal service evolves to promote advanced services.
Some have argued that our low broadband ranking is due to our dispersed popu-
lation. If that is the reason, we need to re-double our efforts to promote rural
broadband. Congress could help by authorizing the FCC to tap a stable and com-
prehensive base of support for universal service.

Question 2. When I speak with some of South Dakota’s rural telephone coopera-
tives and other telecommunications providers, I hear about the large amount of re-
sources they must put toward legal fees to keep pace with the legal and regulatory
maneuvers being made by some of the larger telecommunications providers with
seemingly bottomless pockets for such actions. Some of these small providers hon-
estly think part of the larger competitors’ plan is to beat them through legal fees
instead of the marketplace. The Commission obviously cannot do anything about the
fees lawyers are charging, but they can do something about the speed at which reg-
ulatory decisions are made and the hoops that must be jumped through. How can
the FCC improve its decisionmaking processes so that small telecommunications
providers don’t bear such an imbalanced burden?

Answer. Small telecommunications providers provide critical communications
services in many parts of our country. I have consistently supported efforts to mini-
mize the impact of our regulations on small telecommunications providers. Indeed,
the Commission has an obligation under the Regulatory Flexibility Act to consider
the impact of its activities on small entities. I will continue to work with my col-
leagues to ensure that small telecommunications providers are not unduly impacted
by FCC decisions.

Question 3. As you know, some media companies and others are pushing for the
repeal of the newspaper cross-ownership ban. They argue that a media outlet own-
ing both the local newspaper and a local broadcast station could make better use
of scarce resources to gather and report the local news. They also argue that the
handful of “grandfathered” newspaper-broadcast combinations, which were in place
before the ban was implemented in 1975, have not shown any gross abuse. Some
consumer groups and others who support keeping the newspaper cross-ownership
ban in place alternatively argue that combining newspaper and broadcast outlets
could reduce competition among media outlets. There could be less incentive to get
“the scoop” or report a contradicting viewpoint. What do you believe would happen
to local news coverage if the newspaper cross-ownership ban was lifted? Do the 1975
grandfathered combinations really provide us with a good example since some of
them are currently owned by those media companies who want to lift the ban? For
example Gannett knows its management of Arizona’s largest newspaper, the Ari-
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zona Republic, and television outlet KPNX-TV is under the microscope, so perhaps
their behavior would not be representative of how news gathering would be con-
ducted if the ban was permanently lifted.

Answer. As part of its review of the media ownership rules, the Commission is
conducting ten economic studies. Although I was not involved in developing these
studies and selecting the researchers, it is my understanding that one study “will
examine the effect of newspaper cross-ownership on television news coverage using
matched pairs of cross-owned and non-cross-owned television stations.” One study
conducted by Dr. Mark Cooper, Director of Research, Consumers Federation of
America, documented that more media mergers in our already highly consolidated
media markets will reduce already insufficient local news coverage and eliminate
diverse voices and viewpoints, harming local communities across the country. A
2003 study by Professor Michael Zhaoxu Yan found that cross-owned television sta-
tions do not provide more local news and a local public affairs programming than
do independently-owned stations.

The cross-ownership rule was designed to promote the Commission’s longstanding
goals in broadcast regulation—localism, competition and diversity of information
sources. Hopefully, the FCC-commissioned studies will provide us with the nec-
essary information to determine, among other things, whether the 1975 grand-
fathered combinations really serve as good examples of local news coverage. Several
studies have already concluded that the primary source of local news for the over-
whelming majority of the public remains television and daily newspapers. Permit-
ting one entity to monopolize both venues of local news and information could un-
dercut diversity and thereby our democratic discourse.

Question 4. The closest daily newspaper can be 100 miles away in some parts of
my state. Do you see any particular challenges in providing a diversity of news
viewpoints in rural parts of our country if further media consolidation 1s allowed
to occur? Some argue local cable news channels and local Internet news sites can
enhance competition and bring out a diversity of viewpoints, but are these answers
going to work in rural communities?

Answer. As a fellow South Dakotan, I do indeed see challenges in providing a di-
versity of news viewpoints in rural parts of America if further media consolidation
is allowed to occur. Broadcast stations and newspapers tend to dominate the local
marketplace of ideas, a function critical to a democratic society. Because rural mar-
kets have fewer newspapers and broadcast outlets, it is especially important that
we ensure that rural residents are afforded diverse and divergent viewpoints on con-
troversial issues. As the Supreme Court said in Red Lion, “it is the purpose of the
First Amendment to preserve an uninhibited marketplace of ideas in which truth
will ultimately prevail, rather than to countenance monopolization of that market.”
These challenges in rural markets will be further exacerbated without clear and
measurable public interest obligations.

While some argue local cable news channels and local Internet news sites can en-
hance competition and bring out a diversity of viewpoints, these are virtually absent
from rural areas. The facts show that local broadcast remains the clear dominant
source for local news and information. Local cable news channels do not appear to
be viable competitive alternatives for news in rural markets, and local Internet
news sites are owned by the same dominant local broadcaster. Hence, if further
media consolidation is allowed to occur, the effects on rural America could be par-
ticularly harmful. People in rural communities and small-town America have dis-
tinctive interests, and local stations offer programming that responds to these inter-
ests.

Question 5. South Dakota’s nine Indian reservations have distinct challenges in
their effort to increase access to broadband and wireless telecommunication services.
There are unique characteristics in regards to existing infrastructure, local govern-
ment, and population density. In your assessment are Native American communities
taking full advantage of the USF program and other programs available to them?
Has the FCC’s “Indian Telecommunications Initiative” been effective in building
partnerships and identifying solutions to bringing affordable telecommunications
services to Indian country? Should we be doing more?

Answer. The FCC’s Indian Telecommunications Initiative is an important part of
the Commission’s outreach to Native American communities. The economic and so-
cial prosperity of Native American communities depends on access to state-of the-
art communications technologies, so I strongly support these efforts.

It is difficult to assess, based on current FCC data, the precise extent to which
Native American communities are participating in Federal universal service and
other programs. It is clear however, based on the data we do have, and a January
2006 report from GAO, that more needs to be done. GAO’s report on telecommuni-
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cations in Indian country documented the substantial and unique barriers to im-
proving telecommunications service on tribal lands. Although GAO encouraged the
FCC to do more data collection about the availability of telecommunications and
broadband services in Native American communities, GAO found that there is great
variation among tribes in terms of the barriers faced and the level of success
achieved thus far.

The FCC has taken some important steps by adopting enhanced Lifeline and
Link-Up programs to serve tribal communities, but we must continue to improve
these programs. When these programs were started 6 years ago, there were just
under 20,000 tribal participants nationwide. Now there are approximately 176,000
tribal participants. While we have made progress, I continue to hear concern that
some tribal members are not aware of these programs. So, we need to find ways
to get even higher utilization.

Also, the Commission initiated a tribal land bidding credits program that makes
credits available to telecommunication carriers to help offset some of the costs of
providing telecommunication services in tribal areas. I would like to see that pro-
gram more fully used, and have pushed for modifications to ensure that the credit
is utilized to its fullest possible extent. For example, we have allowed the wireline
telephone penetration benchmark to increase from 70 to 85 percent for qualifying
tribal lands, which will triple the number of tribal lands deemed eligible for bidding
credits. Similarly, we increased the bidding credit limit by two-thirds to further
incentivize investment in these underserved areas.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. JiM DEMINT TO
HoN. JONATHAN S. ADELSTEIN

Question 1. In the 4 years since the term “network neutrality” has existed, can
you give me any examples, aside from the often-cited 2004 Madison River case, that
Justify the need for new regulations?

Answer. In February-March 2005, the FCC’s Enforcement Bureau conducted an
investigation into Madison River Communications after that company blocked its
DSL customers from using rival web-based phone service, which it resolved through
a consent decree.?

Although the Madison River case is the only such enforcement action by the FCC
to date, many commenters have suggested that this is because the FCC applied the
traditional nondiscrimination obligations of the Act to the provision of wireline
broadband services until the fall of last year.# With the Commission’s decision to
eliminate the safeguards now in effect, there is increasing attention to the plans of
U.S. broadband providers. In this regard, senior management of the largest U.S.
broadband providers have expressed an explicit interest in changing their business
models in ways that might impose new fees on applications providers or discrimi-
nate against online content and services. In its 2006 Report to Congress on Access
to Broadband Networks, the Congressional Research Service found that broadband
network providers will have the ability and incentive to build, operate, and manage
their broadband networks in a fashion that favors their own applications over com-
petitors’ applications.

Given the importance of the Internet as a tool for economic opportunity, innova-
tion, and so many forms of civic, democratic, and social participation, I believe we
must take these proposals seriously and consider policy changes to preserve the
open character of the Internet.

Question 2. What problem exists today that necessitates government intrusion in
the market?

Answer. I believe the Communications Act of 1934, as amended, clearly intends
to promote the deployment of advanced services to all areas of the United States,
including rural areas. Until we have ubiquitous broadband deployment to all Ameri-
cans at the speeds and prices currently available in other countries, we must do
whatever we can to promote broadband deployment over all of the networks subject

31 note also for Congress’s consideration that in 2005 Canada’s telephone company Telus
blocked customers from visiting a website sympathetic to the Telecommunications Workers
Union during a contentious labor dispute. See Telus Cuts Subscriber Access To Pro-Union
E)Vebsz)te CBC News, hitp:/ /www.cbe.ca/canada/story/2005/07 /24 [ telussites050724.html
2005

4See Appropriate Framework for Broadband Access to the Internet over erelme Facilities, CC
Docket No.02-33, FCC 05-150, Report and Order (Aug. 5, 2005) (adopting “a one-year transition
period, which beglns on the effective date of this Order, in order to give both ISPs and facilities-
based wireline broadband Internet access transmission providers sufficient time to adjust to our
new framework”).
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to the Commission’s oversight. The Act contains a number of tools specifically de-
signed to enhance ubiquitous broadband deployment, such as promoting competi-
tion, advancing universal service, and managing the public spectrum. We should use
each of these tools in advancing the goals of the Act.

Question 3. Why are anti-trust laws and basic laws of economics insufficient to
protect consumers?

Answer. The law requires the Commission to ensure that all mergers and changes
in policy and regulations are in the public interest. In considering the public inter-
est in a merger analysis, for example, the Commission has taken a broader look at
the impact of the loss of competition in comparison to the strict anti-trust approach
used by the Department of Justice. Moreover, in the context of media policy, the
public interest requires the Commission to consider the possible impact of a decision
on competition, localism, and diversity in the media marketplace.

Question 4. Today’s media landscape includes ubiquitous options that did not exist
in 1996: broadband offered by both cable and telephone companies, satellite radio,
the Internet, and a far more mature DBS service. Given the growth of these new
media outlets over the past decade, do you believe there are any areas where some
relaxation of ownership limits could be in the public interest?

Answer. While there is competition from cable, satellite, or online content pro-
viders, broadcast radio and television continue to have a powerful influence over our
culture, political system, and the ideas that inform our public discourse. Study after
study has shown that broadcasting is still the dominant source of not just local news
and information, but also entertainment programming. The broadcast industry still
produces, disseminates, and ultimately controls the news, information, and enter-
tainment programs that most inform the discourse, debate, and the free exchange
of ideas that is essential to our participatory democracy.

In the 2005-2006 seasons, broadcasters—not cable, satellite or Internet program-
mers—had the top 200 highest rated programs on television. And all but a handful
of the top 500 programs were on broadcast television. On the radio, the two satellite
radio companies have a total of about 12 million subscribers, while over 230 million
people listen to terrestrial radio on a weekly basis.

Media ownership is about the power to control the public’s airwaves that the Con-
gress has told that the FCC to license to broadcasters to serve the “public interest,
convenience and necessity.” And the FCC is thus charged by law to regulate the
broadcast industry in order to foster diversity and localism, and to prevent undue
concentrations of power. Nevertheless, in recent years, there has been a wave of
consolidation, which has led to unprecedented levels of concentration in radio and
television ownership and program production.

I believe the Commission could promote the public interest by modifying owner-
ship rules to promote diversity of ownership. While fewer and fewer companies gain
more control over the means of distributing ideas, fewer small businesses, fewer
members of the creative community, and fewer African Americans, Latinos, Asians,
and Native Americans can use the public airwaves to contribute to our national ex-
perience. While women make up over half of the U.S. population, they own less than
5 percent of all television stations. Racial and ethnic minorities make up over 30
percent of the population, but yet they own less than 3.3 percent of all television
stations. African Americans own 1.3 percent; Latino Americans own 1.1 percent, and
Asians and American Indians only own 0.44 and 0.37 percent, respectively, of all
television stations.

RESPONSE TO WRITTEN QUESTION SUBMITTED BY HON. DAVID VITTER TO
HoN. JONATHAN S. ADELSTEIN

Question. I have been alerted to a problem regarding compensation to payphone
providers for coinless calls made from their phones. According to recent FCC statis-
tics, about 6 percent of Louisiana households do not have any type of phone in their
home. During the immediate aftermath of Hurricanes Katrina and Rita, payphones
were the only way many people—both those without any other phones and also
those whose mobile phones were not working due to the networks being over-
loaded—could reach emergency personnel or family and loved ones. Without being
fairly compensated according the rules set forth by the Commission, payphone pro-
viders will not be able to maintain these phones. I have been told that in the last
2 years since the Commission most recently revised the payphone compensation
rules, a large number of carriers have failed to comply with their obligations under
these rules. I also understand that in December 2006, the FCC issued its first sanc-
tions against one of these carriers that violated these rules. I would appreciate hear-
ing your comments on whether you think the agency has sufficient power and re-
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sources under your existing authority to continue to enforce these rules and help
ensure that companies are not able to disregard the Commission’s payphone com-
pensation rules.

Answer. Section 276 of the Act directs the Commission to establish rules that en-
sure that all payphone service providers are fairly compensated for each and every
interstate and intrastate call made using their payphones. In 2003, the Commission
adopted its current rules requiring telecommunications carriers to pay compensation
for “coinless access code” calls and “subscriber toll-free” calls. The Commission has
an obligation to enforce these rules, as it acknowledged at the time they were adopt-
ed. The Commission recently took its first enforcement action against a carrier for
failure to comply with these payphone compensation rules. I supported that Decem-
ber 2006 Notice of Apparent Liability and Forfeiture Order and will continue to sup-
port efforts to encourage compliance by other similarly-situated carriers.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. DANIEL K. INOUYE TO
HoN. DEBORAH TAYLOR TATE

Question 1. In March, 2005, the FCC allowed a Verizon forbearance petition to
become effective by operation of law. Because there was a vacancy on the Commis-
sion at that time and a 2-2 split among Commissioners, Verizon was able to gain
regulatory relief through Commission inaction. Does the current process regarding
the disposition of forbearance petitions in the absence of a Commission majority es-
sentially allow petitioners to write the terms of their relief?

Answer. Congress included, and section 10 of the Communications Act requires,
that “the Commission shall forbear from applying any regulation or provision of this
Act . . . if the Commission determines that” enforcement of the provision is “not
necessary” to ensure just and reasonable prices and practices or the protection of
consumers, and that it serves the public interest. Congress set forth in section 10
of the Act that any carrier may petition the Commission for forbearance and “[alny
petition shall be deemed granted if the Commission does not deny the petition . . .
within 1 year after the Commission receives it, unless the one-year period is ex-
tended by the Commission.” Accordingly, if the Commission does not deny the peti-
tion by the statutory deadline, the relief requested is granted by operation of law.

Question la. Is it fair in such situations to allow petitioners to amend the scope
of their requested relief after the period for comment on the original petition has
concluded?

Answer. While it is preferable that the Commission address the scope of the peti-
tions as filed, some petitioners have narrowed the scope of the regulatory relief re-
quested after the official comment cycle had closed. Depending on the nature of any
proposed changes, and the remaining time before deadline that interested parties
have to weigh in through the ex parte process, such changes may not always be ob-
jectionable and may provide the needed flexibility to address issues that arise as
the petition is pending.

Question 1b. Should forbearance petitions be denied in the absence of an order
approved by a majority of Commissioners?

Answer. As I stated above, section 10 of the Communications Act states, “lalny
petition shall be deemed granted if the Commission does not deny the petition . . .
within 1 year after the Commission receives it, unless the one-year period is ex-
tended by the Commission.” As I interpret the Act, in the absence of a majority ac-
tion by the Commission to either grant or deny, the presumption in the statute is
that the petition is granted.

Question 2. One of the biggest challenges we face over the next 2 years is moving
our Nation from analog to digital television with minimal consumer disruption. I un-
derstand that the FCC is currently receiving comment on its Proposed Final Table
of DTV allotments, proposing final digital channels for TV broadcast stations. How-
ever, even after that is final, additional actions will be needed to complete the tran-
sition. Given the enormity of the task before us, what action is the Commission tak-
ing and what action should it take to ensure that our country is ready in February
2009?

Answer. Aside from the more technical aspects of the digital transition, which the
Commission is addressing expeditiously, consumer education looms as the most
pressing concern. The Commission has sought to increase awareness through a vari-
ety of outreach efforts, including the creation of a website, www.dtv.gov. In addition,
it has requested an additional $1.5 million as part of its FY 2008 budget in order
to continue these efforts. I am also pleased that the major trade associations, Con-
sumer Electronics Association, National Association of Broadcasters, and National



170

Cable Television Association, have committed to a coordinated public information
campaign. Finally, the Commission will consult with NTIA as it administers the na-
tional coupon program for over-the-air digital-to-analog converter boxes.

Question 3. A recent study conducted by Free Press entitled, Out of the Picture:
Minority & Female TV Station Ownership in the United States, contained some so-
bering statistics.

Women comprise 51 percent of the entire U.S. population, but own a total of
only 67 stations, or 4.97 percent of all stations.

Minorities comprise 33 percent of the entire U.S. population, but own a total
of only 44 stations, or 3.26 percent of all stations.

Latinos comprise 14 percent of the entire U.S. population, but own a total of
only 15 stations, or 1.11 percent of all stations.

African Americans comprise 13 percent of the entire U.S. population but only
own 18 stations, or 1.3 percent of all stations.

Asians comprise 4 percent of the entire U.S. population but only own a total
of 6 stations or 0.44 percent of all stations.

Do these facts trouble you as they do me, and what action should the Commission
take to promote greater diversity of ownership?

Answer. I am troubled by the low levels of broadcast station ownership among
women and minorities, and I believe that the Commission should look for ways in
which it can remove barriers to market entry, consistent with constitutional guid-
ance from the Supreme Court. In this regard, I am very pleased that the Chairman
has reinvigorated the Advisory Committee on Diversity for Communications in the
Digital Age, renewing its charter through December 2008. The Committee has
adopted a number of proposals that I believe we should consider. In addition, I am
committed to using my time and efforts to champion the issue of ownership diver-
sity, to call attention to it and raise the level of conversation. We need more diver-
sity in broadcasting at all levels—behind the microphone and in the production
room, as well as in the board room. I am doing all that I can to achieve this impor-
tant goal, through formal FCC actions and in reaching out to industry partners to
offer my help and support.

Question 4. On November 22, 2006, the day before Thanksgiving, the FCC re-
leased a list of economic studies to be performed in the media ownership pro-
ceedings. How did the Commission choose the economic studies to be performed in
the media ownership proceedings?

Answer. Chairman Martin’s Office solicited input from all of the commissioners’
offices on media ownership studies to be performed.

Question 4a. Who at the Commission or elsewhere was consulted for input on the
topics chosen?

Answer. Chairman Martin’s Office solicited input from all of the commissioners’
offices on media ownership studies to be performed. As a mother of three young
adults, I was specifically interested in how our younger generation receives its news
and information.

Question 4b. How were parties selected for the studies done outside the Commis-
sion, and what is the cost of these contracts?

Answer. In his recent letter to Congressman Maurice D. Hinchey (NY), Chairman
Martin explained, “[t]he economists were chosen based on academic reputation and
expertise either on a particular topic or literature or with particular econometric
techniques.”

As for the costs of the contracts, Chairman Martin explained:

The Commission has contracted for Study 1 (How People Get News and Infor-
mation) to be performed for $58,000, Study 3 (Ownership Effect of Ownership
Structure and Robustness on the Quantity and Quality of TV Programming) to
be performed for $25,000, Study 5 (Station Ownership and Programming in
Radio) to be performed for $60,000, Study 6 (News Coverage of Cross-Owned
Newspapers and Television Stations) to be performed for $54,500, Study 7 (Mi-
nority Ownership) to be performed for $10,000, Study 8 (Minority Ownership)
to be performed for $55,000, and Study 9 (Vertical Integration) proposed to be
performed for $60,000. Studies 2 (Ownership Structure and Robustness of
Media), 4 (News Operations) and 10 (Radio Industry Review: Trends in Owner-
ship, Format, and Finance) will be performed by Commission staff.

Chairman Martin concluded, “The Commission has made a total of $361,096 of
data purchases.”
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Question 4c. Would the Commission consider seeking public comment on what
other studies might assist the Commission in its review of ownership rules?

Answer. I would certainly consider seeking public comment on what other studies
might assist the Commission in its review of ownership rules. Any expert or mem-
ber of the public may file in this docket, participate in our public hearings, or pro-
vide us with additional information.

Question 5. In November 2006, the Government Accountability Office (GAO)
issued a report concluding that the cost of special access has gone up—not down—
in many areas where the FCC predicted that competition would emerge. To address
this error, the report recommended that the FCC develop a better definition of “ef-
fective competition” and monitor more closely the effect of competition in the mar-
ketplace. Do you agree with these findings?

Answer. I have reviewed the GAO report and take seriously its findings. I under-
stand that the Commission has asked for the data upon which GAO based its anal-
ysis and expect that the Commission will undertake a thorough review of the GAO’s
data and analysis. The Commission has an ongoing open proceeding investigating
special access rates in which it will consider the GAQO’s report. Certainly, the Com-
mission’s analysis as it undertakes this review will be substantially improved by a
factual assessment of the impact that competition has on special access prices.

Question 5a. What action should the Commission take in response?

Answer. As a part of its open proceeding investigating special access rates, the
Commission should review the analysis and factual basis of the GAO’s report. More-
over, if the Commission determines that additional information or data is required
to make an effective determination, the Commission should take steps to obtain that
information or data.

Question 6. Last year, Congress passed legislation imposing a ten-fold increase in
the size of maximum fines for indecency violations, to a maximum of $325,000 per
violation. At the time President Bush signed the law, he said “[t]he problem we
have is that the maximum penalty that the FCC can impose under current law is
just $32,500 per violation, and for some broadcasters, this amount is meaningless.
It’s relatively painless for them when they violate decency standards.” Should Con-
gress similarly raise the statutory maximum fine for other violations?

Answer. Indecent programming on radio and television is the issue raised most
often by the citizens I meet with across the country. No other issue elicits remotely
the same level of public outrage. I am grateful that Congress passed the Broadcast
Decency Enforcement Act, increasing the maximum fine for violations of decency
standards by broadcasters. It is my hope that the possibility of higher fines will,
in fact, deter future violations. While I cannot, based on my first year as a commis-
sioner, identify other common violations that require similar increases, should Con-
gress determine that such increases are necessary for their deterrent effect, I will,
of course, faithfully seek to use them to enforce Commission rules.

Question 6a. What other actions should be taken to promote swifter and more ef-
fective enforcement?

Answer. I believe the Commission’s Enforcement Bureau performs its duties well,
however, I do believe we could respond more quickly.

Question 7. Recently, the FCC adopted an order to prohibit certain practices by
franchising authorities that the Commission finds are unreasonable barriers to
entry. One issue mentioned in that order, which is very important to the State of
Hawaii, is the ability of the franchise authority to seek appropriate contributions
for public, educational, and governmental (PEG) and institutional networks (I-
NETS). I understand that some parties have disputed the veracity of some claims
made in this proceeding. What, if any, efforts did the Commission take to independ-
ently investigate and verify the claims of unfair demands made by many of the car-
riers in this proceeding?

Answer. As with all rulemakings, the comments filed in the section 621 rule-
making proceeding were public documents. Any claims made in those comments
were subject to dispute by interested parties, who had the opportunity to take ad-
vantage of a public comment and reply comment period.

Question 8. In 2004, the FCC adopted a plan to move certain licenses within the
800 megahertz band in order to eliminate interference problems that were being ex-
perienced by public safety communications systems. What is your assessment of the
pace of progress in rebanding the 800 MHz band and what steps does the Commis-
sion intend to take in order to get this process back on track?

Answer. While the original 800 MHz rebanding item was addressed prior to my
arrival at the Commission, I am deeply committed to working closely with the Asso-
ciation of Public-Safety Communications Officials, other public safety entities, the
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Transition Administrator, Sprint, affected foreign governments, and Members of
Congress to ensure that rebanding in the 800 MHz band is completed in a timely
manner while ensuring full public safety operability during the transition. In addi-
tion, while I am a proponent of mediation, it has come to my attention that the 800
MHz rebanding may not be moving as swiftly as envisioned, and the FCC may need
to step in and revisit the process.

Question 9. A number of wireless carriers have employed the use of high “early
termination fees” to prevent wireless customers from switching to other carriers. In
some cases these fees may be $200 or more, and may apply regardless of whether
the subscriber wishes to cancel on the first or last date of their wireless contract.
Do you believe these practices promote or impede competition?

Answer. The Commission currently has before it an open proceeding concerning
early termination fees (ETFs) imposed by CMRS providers on customers that termi-
nate service prior to the expiration of the contract term. The wireless industry con-
tends that ETFs provide consumers with numerous benefits, notably lower costs for
handsets and other wireless services and products. Some consumer and public inter-
est groups, on the other hand, contend that ETFs prevent consumers from shopping
for better or less expensive wireless services. I will work with my FCC colleagues
to undertake, among other things, whether ETFs promote or impede competition
and other issues in a timely and considerate manner.

Question 10. Given requirements imposed by General Services Administration to
promote greater redundancy of communications, how would the retirement of copper
facilities impact Congress’ directive to promote the availability of alternate network
facilities in federally owned and leased buildings?

Answer. As the tragic events of 9/11 and the gulf coast hurricanes have taught
us, redundancy in communications networks is important to the continuity of essen-
tial government operations. When telephone companies upgrade loop facilities, often
replacing copper facilities with fiber optic facilities, the Commission’s rules establish
a process permitting the telephone companies to “retire” the copper by disconnecting
it from the network, or by removing it altogether. See 47 CFR §51.319(a)(3); 47 CFR
§§51.325-51.335. Several competing carriers recently filed a pair of petitions asking
the Commission to modify these rules. I plan to carefully evaluate these petitions,
including any value that modifying these rules might have on network redundancy.
However, I am also mindful of the policies that led to the creation of these rules,
including concerns about network management and investment incentives.

Question 11. Given the Commission’s policy of promoting broadband deployment
and eliminating regulations that treat competitors in the provision of broadband dif-
{erentlg, how is this policy being implemented with regard to pole attachment regu-
ations?

Answer. The Commission’s Enforcement Bureau recently issued an Order taking
action to enforce the Commission’s existing pole attachment rules. This ruling re-
quires that pole access be made available to a new entrant. (See Fiber Technologies
Networks, L.L.C. v. North Pittsburgh Telephone Company, File No. EB-05-MD-014,
Memorandum Opinion and Order, DA 07-486 (Enf. Bur. Feb. 23, 2007). Addition-
ally, the Commission has before it a Petition for Rulemaking asking the Commission
to adopt standard practices for pole and conduit access. As I evaluate that petition,
I plan to review the relationship between pole attachment access and broadband de-
ployment.

Question 12. Recently, a Virginia Federal court referred a matter to the FCC for
review and clarification as to whether Internet Protocol Television or “IPTV” service
meets the definition of a “cable service” under the Communications Act—a question
that this Committee answered affirmatively during consideration of last year’s tele-
communications bill. How does the Commission intend to address this matter?

Answer. This issue has been raised before the Commission in the IP-Enabled
Services rulemaking proceeding. The Commission has heard from several parties re-
garding the merits of this question. The Commission expressly declined to address
this issue in the section 621 franchising reform proceeding.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. BYRON L. DORGAN TO
HoN. DEBORAH TAYLOR TATE

Question 1. Eleven years after Congress passed the 1996 Telecommunications Act
that opened the floodgates of media consolidation in the radio industry is American
radio better or worse than it was in 1996 in terms of viewpoint diversity and local-
ism?
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Answer. While a state official, I did not have the opportunity to review the effects
of, and form an opinion on, consolidation in the radio industry. I therefore bring an
open and inquiring mind to the issue, as the Commission continues to review its
broadcast ownership rules. Attending the first three of our six planned public field
hearings, where broadcasters, academics, recording artists, union representatives,
and hundreds of citizens have spoken passionately about the issue, has been an edu-
cational experience. I look forward to the continuing dialogue with Members of Con-
gress and considering the full record in the current proceeding so as to make an
informed judgment.

Question 2. How has consolidation impacted the public’s ability to hear local music
and local news on the airwaves?

Answer. Please see answer to Question 1 above.

Question 3. Even with the existence of net neutrality conditions on AT&T, are
there rules in place to ensure that other broadband providers do not discriminate
against Internet content, services or applications? Given the rulings on information
servicg}s, is it even clear that the FCC has authority to act if such discrimination
occurs?

Answer. On August 5, 2005, the Commission adopted four principles in its Inter-
net Policy Statement with the intent of ensuring that “broadband networks are wide-
ly deployed, open, affordable, and accessible to all consumers. . . .” I support the
Commission’s Internet Policy Statement and believe the Commission should estab-
lish competitively and technologically neutral policies that will foster investment in
broadband networks and the development of new and innovative broadband applica-
tions and services. In the Internet Policy Statement, the Commission stated it “has
jurisdiction to impose additional regulatory obligations under its Title I ancillary ju-
risdiction to regulate interstate and foreign communications” and “[als a result . . .
to ensure that providers of telecommunications for Internet access or Internet Pro-
tocol-enabled (IP-enabled) services are operated in a neutral manner.” Based on this
authority, the Commission is currently considering a proceeding that will inves-
tigate the need for more formal rules. Also, in addition to the Commission’s over-
sight, other antitrust and consumer-oriented arms of our government, such as the
FTC, are monitoring the market behavior of broadband providers.

Question 4. In an environment of industry consolidation and technological integra-
tion, what role do you see the FCC playing to ensure nondiscriminatory access to
infrastructure, content, roaming, spectrum and rights of way?

Answer. The marketplace the Commission oversees continues to undergo constant
technological and structural change. I prefer to allow properly functioning markets
to operate. In a period of rapid technological change, the Commission must evaluate
how these changes impact consumers. If there is evidence of harmful discrimination,
the Commission is well-positioned to correct those problems, either through enforce-
ment of existing rules, or the creation or redrafting of rules. However, where no evi-
dence of harmful discrimination exists, the Commission should allow the market-
place to evolve, while keeping a watchful eye as it develops.

Question 5. Do you think that the current broadband market is sufficiently com-
petitive and robust in terms of broadband deployment? Does the FCC currently have
sufficient tools to even accurately determine whether Americans have access to
broadband?

Answer. Nearly 65 million Americans had access to high-speed lines by June
2006, over a 50 percent increase in 1 year, with rural Americans more than dou-
bling their broadband connections from 2003 to 2005. This is good news. However,
our work is far from complete. I am encouraged that we are taking steps to improve
our broadband data collection to better assess consumer access to broadband to help
us increase broadband deployment and competition. We must also continue to take
steps that encourage investment, especially in rural areas. This includes our con-
tinuing spectrum and auction policies to deploy spectrum throughout the country.
Moreover, encouraging public-private partnerships, like ConnectKentucky, also is an
important tool in working to deploy broadband. Further, I am pleased that we
launched a pilot program to explore ways to enhance broadband through our rural
healthcare program.

Question 6. How do you envision universal service reform moving ahead to keep
the fund sustainable? I am concerned about proposals that would not require
broadband connections to pay into universal service, or reverse auction proposals
th(filt advocate providing USF support in an auction type model to the least cost pro-
vider.

Such proposals bring uncertainty to investment plans, and shift the universal
service standard from comparable to urban areas, to one that would just go to the
lower bidder, quality irrelevant. I understand that rural providers have expressed
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concern about both proposals. Can you discuss the least cost provider issue, as well
as what possible distinctions exist to justify excluding broadband from paying into
USF—why shouldn’t a technology that uses and benefits from the network pay into
universal service?

Answer. The Federal-State Joint Board on Universal Service issued a Public No-
tice last August seeking comment on the use of reverse auctions to evaluate dis-
tributions of universal service support to high cost areas. In many areas defined as
high cost by the Commission’s rules, multiple service providers receive universal
service support. Reverse auctions are one way among many to address how to more
efficiently fund high cost areas. The Joint Board’s Notice on this issue expressly
asks questions about how to address service quality and other consumer issues and
I think addressing this is essential, if the Joint Board chooses to pursue this path.
Like any other contract for services put out for competitive bid, service quality guar-
antees and enforcement provisions can be employed to ensure that appropriate con-
sumer and social policy requirements are met. Any major universal service reform
measure would necessitate a transition in order for providers to adjust to the change
in funding.

You raise a very important question when you ask about assessing broadband
services with universal service contributions. On the one hand, if broadband services
are eligible for support, it is reasonable to ask that those services contribute to the
universal service system. On the other hand, it is important to consider the rami-
fications of adding additional cost to broadband Internet access services as we work
to increase broadband deployment and adoption by more Americans.

Question 7. What is your view of making the deployment of advanced infrastruc-
ture that is fully capable of offering the wide array of broadband oriented services
the hallmark of our national universal service policy? Should universal service sub-
sidize broadband?

Answer. The Communications Act specifies that the universal service program
should support “an evolving level of telecommunications services.” Further, the Act
provides a list of factors to consider, including whether the service is “subscribed
to by a substantial majority of residential customers” or is “essential to education,
public health, or public safety.” However, as one of my Joint Board colleagues point-
ed out, the process for making this determination could prove to be lengthy, and
Congress may wish to act more quickly. That said, the rural high cost universal
service program already supports network improvements, such as loop upgrades,
that also help to support the deployment of broadband services.

Question 8. The FCC recently has been granting incumbent providers (ILECs) for-
bearance from regulations on the premise that sufficient competition exists in a spe-
cific market to make enforcement of the regulations unnecessary. However, a Fall
2006 GAO report indicates that the assumptions the FCC uses to determine the ex-
istence of competition may be flawed and further that prices in Phase II areas—
that is, areas where competition is theoretically most intense—are going up. Is that
the case, and if so, are price increases consistent with a competitive market?

Answer. Section 10 of the Communications Act requires that “the Commission
shall forbear from applying any regulation or provision of this Act . . . if the Com-
mission determines that” enforcement of the provision is “not necessary” to ensure
just and reasonable prices and practices or the protection of consumers, and that
it serves the public interest. Obviously, each forbearance request must be reviewed
on its own facts and merits. Regarding special access, the GAO report focused its
attention on DS1 and DS3 special access prices. The Commission has not granted
forbearance with respect to DS1 or DS3 facilities. I take seriously the GAQO’s find-
ings. I understand that the Commission has asked for the data upon which GAO
based its analysis and expect that the Commission will undertake a thorough review
of the GAO’s data and analysis as a part of the Commission’s open proceeding inves-
tigating special access rates.

Question 9. Is forbearance for the ILECs in the public interest?

Answer. Section 10 of the Communications Act requires that “the Commission
shall forbear from applying any regulation or provision of this Act . . . if the Com-
mission determines that” enforcement of the provision is “not necessary” to ensure
just and reasonable prices and practices or the protection of consumers, and that
it serves the public interest. The Commission evaluates each forbearance petition
on the specific facts and merits of the case. When sustainable competition arrives,
we must exercise our regulatory humility and transition markets away from the
constant touch of government regulation, such as price-setting. Recently, for exam-
ple, the Commission took a carefully balanced approach, granting in part and deny-
ing in part, a forbearance petition regarding section 251 unbundling obligations in
Anchorage, Alaska. The Commission granted regulatory relief in some, but not all,
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of the wire centers in the Anchorage area and conditioned relief on a reasonable
transition period and other requirements.

Question 10. A proceeding to investigate the rates, terms and conditions for inter-
state special access services has been pending for a number of years. What is the
status of the FCC’s special access proceeding? What steps are being taken to speed
resolution of this matter?

Answer. In February 2005, the Commission adopted a Notice of Proposed Rule-
making taking a broad examination of price cap incumbent LEC special access serv-
ices and rates. The Commission is reviewing the record and is evaluating, among
other things, the GAO’s recommendations on special access rules. Although the
Commission has not taken formal action in this proceeding, the Commission has ad-
dressed special access services and pricing in several other contexts. See SBC Com-
munications, Inc. and AT&T Corp. Applications for Approval of Transfer of Control,
WC Docket No. 05-65, Memorandum Opinion and Order, 20 FCC Red 18290 (2005)
(SBC/AT&T Order); Verizon Communications, Inc. and MCI, Inc. Applications for
Approval of Transfer of Control, WC Docket No. 05-75, Memorandum Opinion and
Order, 20 FCC Rcd 18433 (2005) (Verizon/MCI Order); AT&T Inc. and BellSouth
Corporation Application for Transfer of Control, WC Docket No. 06-74, News Re-
lease, (December 29, 2006) (BellSouth [AT&T Approval); Petition of Qwest Commu-
nications International Inc. for Forbearance from Enforcement of the Commission’s
Dominant Carrier Rules As They Apply After Section 272 Sunsets, WC Docket No.
05-333, Memorandum Opinion and Order, FCC 07-13 (rel. Mar. 9, 2007) (Qwest 272
Forbearance Order).

Question 11. Some say that the dispute between Mediacom and Sinclair signals
a new period of confrontation between broadcasters and distributors. How many
complaints involving retransmission consent disputes has the Commission received
in the last couple of years? Is there any trend within that data that may be useful
to consider? How long does the Commission typically take to resolve those com-
plaints?

Answer. See Chairman Martin’s response.

Question 12. One issue specifically important for public radio stations is the op-
portunity to file for and receive additional reserved FM spectrum. It has been al-
most 7 years since the FCC provided the public with an opportunity to build new
noncommercial educational stations on reserved FM spectrum. When will the FCC
open a filing window for new reserved-FM noncommercial stations? Will the FCC
provide public notice of a filing window sufficiently in advance to permit non-profit,
governmental, and other potential applicants adequate time to participate?

Answer. The lengthy time period between filing windows for applications for new
stations or major changes to existing stations in the reserved band is the result of
judicial invalidation of the Commission’s comparative hearing procedures to resolve
conflicts among mutually exclusive applicants. Judicial challenges have, for years,
delayed implementation of new point system procedures. The Commission currently
is considering an item that employs the point system to resolve conflicts among a
number of applications that were filed when comparative hearing procedures were
still in effect. According to the information that I have received from the Commis-
sion’s staff, I anticipate that, if the item is adopted, a new filing window could be
opened expeditiously, with a Public Notice issued sufficiently far in advance to allow
all potential applicants time to participate.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. MARIA CANTWELL TO
HoN. DEBORAH TAYLOR TATE

Question 1. Do you believe those individual and their employers who violated the
commission’s payola rules should be held accountable and those who have been in-
jured receive fair compensation?

Answer. Section 317 of the Act requires broadcasters to disclose to viewers or lis-
teners that matter is being broadcast in exchange for money, services, or other valu-
able consideration. The Commission has adopted rules, section 73.1212 and section
76.1615, which set forth broadcasters’ and cable operators’ responsibilities for spon-
sorship identification. Violations of these rules are usually punished by imposition
of a monetary forfeiture, and it is important that the Commission enforce its rules.

Question 2. Should significant fines be part of the penalty?

Answer. In Section 503 of the Communications Act, Congress has authorized the
Commission to impose fines for violations of its Rules, so fines certainly are a poten-
tial penalty where “payola” has been determined to have occurred.
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Question 3. How do you structure a consent decree so that it changes behavior
and deters individuals from future violations beyond when the consent decree ends?

Answer. One way to change behavior and prevent future violations is to require
a consent decree to include a detailed and specific compliance plan and other busi-
ness reforms.

Question 4. What kind of enforcement mechanism do you envision to ensure the
consent decree is effective?

Answer. Once a licensee has entered into a consent decree with the Commission
in order to conclude an enforcement proceeding, any violation of the terms of that
consent decree shall be treated the same as a violation of a Commission rule. In
addition, the Commission rule(s), the alleged violation of which led to the enforce-
ment proceeding, remain in place.

Question 5. Given how important music and radio is to many Americans, do you
believe there should be public comment on any consent decree before the Commis-
sion adopts it?

Answer. No. Given that the process of negotiating a consent decree is a private,
party-specific adjudicatory action, I do not believe that a public comment period is
necessary.

Question 6. Commissioner Tate, given your experience as a state regulator in Ten-
nessee and at the Commission, you have had some time to think about how regu-
latory responsibilities should be divided between the states and the Federal Govern-
ment. Based on your experience, should the States or the Commission be responsible
for consumer protection and service standards when it comes to information, tele-
communications, and video services?

Answer. I believe that the effectiveness of our communications regulatory regime
depends on the strength of the partnership between the FCC, state commissions,
other governmental entities, and the industry. When allocating responsibilities be-
tween Federal and state regulatory authorities, policymakers should specifically rec-
ognize and leverage the core competencies of states: a functional direct line of com-
munication with consumers, a wealth of experience in implementing consumer pro-
tection laws, and a knowledge of the markets within the states. There certainly are
instances in which it is appropriate to have a uniform Federal policy.

States should remain valuable partners with the Federal Government to ensure
that “shared federalism” remains successful. A strong Federal-state partnership can
also help us achieve broad national goals through improved coordination, such as
public safety or educational goals. Issues like Do-Not-Call and Do-Not-Fax, as well
as slamming and cramming, are excellent examples of cooperation between state
and Federal agencies to protect consumers. Often, states hear about or see consumer
and other issues first. State agencies, including the utilities commissions and attor-
neys general, have broad consumer protections authority that can help enhance vig-
orous consumer protection. Finally, states often serve as “incubators” of policy con-
cepts that, if effective, may translate into effective tools for broader application.

Question 7. Should federal rules be considered a floor or a ceiling? And if the Com-
mission’s enforcement doesn’t measure up on consumer protection, should that re-
sponsibility be given to the states or local governments? How does you answer apply
with respect to the consumer protection issues raised in the Report and Order and
Further Notice of Proposed Rulemaking that establishes rules and provides guid-
ance to implement Section 621(a)(1) of the Communications Act of 1934 issued in
December 2006?

Answer. The Commission tentatively concluded in its Order implementing section
621(a) of the Communications Act that it did not have the authority to preempt
state and local customer service laws that exceed Commission standards.

RESPONSE TO WRITTEN QUESTION SUBMITTED BY HON. FRANK R. LAUTENBERG TO
HoN. DEBORAH TAYLOR TATE

Question. In approximately 2 years, broadcasters will shift to digital television.
There are over 200,000 homes in New Jersey that rely exclusively on over-the-air
television. Do you think most Americans are educated about this transition today?
What role will the FCC play in preparing the public for this transition?

Answer. As I noted in response to a similar question from Chairman Inouye, aside
from the more technical aspects of the digital transition, which the Commission is
addressing expeditiously, consumer education looms as the most pressing concern.
The Commission has sought to increase awareness through a variety of outreach ef-
forts, including the creation of a website, www.dtv.gov. In addition, it has requested
an additional $1.5 million as part of its FY 2008 budget in order to continue these
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efforts. I am also pleased that the major trade associations, CEA, NAB, and NCTA,
have committed to a coordinated public information campaign and the Commission
will participate or provide assistance as appropriate. Finally, the Commission will
consult with NTIA as it administers the national coupon program for over-the-air
digital-to-analog converter boxes and provide assistance, as appropriate.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. MARK L. PRYOR TO
HoON. DEBORAH TAYLOR TATE

Question 1. Over the past 4 years, consumers have enjoyed the successful emer-
gence of a number of new players in the audio marketplace. Satellite radio and
Internet radio now reach tens of millions of listeners every week, and portable MP3
players and iPods have become common household items. Digital Cable and DBS
offer dozens of channels of uninterrupted music, and Wi-Max technology is evolving
that will soon allow Internet-based listening options in automobiles. Would the
Commissioners agree that the competitive landscape has changed dramatically in
the audio market over the past few years?

Answer. Yes. I certainly agree that the audio marketplace has witnessed rapid
and dramatic changes in recent years. XM and Sirius have only offered service for
a little over 5 years, but they have already signed up millions of subscribers. iPods
and other digital music players are used by millions more, including 1 in 5 people
under the age of 30. We must remain cognizant of these developments and others
that are sure to come as we adopt future regulations.

Question la. And would the Commissioners agree that this trend is only likely
to continue for the foreseeable future?”
Answer. Yes.

Question 2. Consumers in many rural areas currently are not able to enjoy the
same benefits wireless services offer as their urban counterparts enjoy. Due to low
user concentration, the cost of providing high quality wireless service in rural areas
is frequently more expensive than is possible in higher-density urban areas. Des-
ignation of wireless carriers as ETCs, which permits these carriers to receive sup-
port from the Universal Service Fund (“USF”), can help to ensure that all Ameri-
cans enjoy the benefits of competition and high-quality wireless services. What steps
has the FCC taken to ensure that wireless coverage is extended to all Americans,
regardless of where they live, and to ensure that Americans living in rural areas
have the opportunity to subscribe to high-quality wireless services?

Answer. The Commission has taken a number of steps to encourage the deploy-
ment of wireless services in rural areas and foster the deployment of wireless
broadband service offerings to all Americans. For example, in the AWS auction,
spectrum was made available in smaller geographic service areas to provide greater
opportunities for small providers to obtain access to this spectrum at auction for
rural and underserved areas. And, recently, the Commission released a Notice of
Proposed Rulemaking seeking comment on, among other things, the issue of build-
out requirements in the 700 MHz Band so as to promote service to rural areas and
the use of small license areas in those portions of the 700 MHz Band that have yet
to be auctioned.

Question 3. Following the natural disasters that recently hit the Gulf Coast region
wireless services provided emergency personnel, utility repairmen and residents
with the only immediate means for communicating. In light of the experience of the
Commission from Hurricane Katrina and other disasters, please describe the role
wireless services fill with respect to emergency response and disaster recovery dur-
ing times of crisis?

Answer. Since coming to the FCC, I have gained a real appreciation of how impor-
tant wireless, satellite, and other technologies are when public safety or homeland
security concerns become paramount. During Hurricane Katrina and other disas-
ters, a variety of wireless, satellite, and other services enabled first responders to
communicate and citizens to reach loved ones.

Last year, at the second meeting of the FCC Independent Panel Reviewing the
impact of Hurricane Katrina on communications networks, I heard personal ac-
counts of the devastation caused by Hurricane Katrina. The one clear message I
heard was the need for redundancy in communications networks. I applaud the col-
laborative efforts and contributions of the entire communications industry, which
has worked hard to address the difficult policy and technical issues. The Commis-
sion, in particular the newly established Public Safety and Homeland Security Bu-
reau, must also do its part to facilitate effective communications during and after
a disaster. I look forward to working with my fellow Commissioners, public safety
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entities, state and local officials, and all interested stakeholders regarding what we
can do to ensure the reliability and interoperability of communications in order to
better protect all Americans.

Question 3a. If a petitioner for ETC designation meets the statutory criteria and
has consistently been the only service provider to remain operative in certain areas
during natural disasters despite the presence of other carriers (including other
ETCs) in those areas, would you view the designation of the petitioner as an ETC
to be in the public interest?

Answer. The Commission has adopted a number of requirements to enhance its
evaluation and provide guidance to states during the competitive ETC designation
process. See Federal-State Joint Board on Universal Service, CC Docket No. 96-45,
Report and Order, 20 FCC Red 6371 (2005). Indeed, the ability to remain functional
in emergency situations is a factor in the Commission’s analysis. Without knowing
the specifics, there may be other factors that could impact the public interest anal-
ysis of the Commission.

Question 3b. Some of the areas hardest hit by recent natural disasters were un-
derserved communities. To the extent a petitioner for ETC designation that meets
the statutory criteria for ETC designation has demonstrated a strong commitment
to serving rural and underserved communities since well before designation as an
ETC, would the designation of the petitioner as an ETC be in the public interest?
If not, please explain why.

Answer. The universal service program has provided a valuable benefit to con-
sumers across the nation, connecting homes and businesses in high cost, rural, and
insular areas that would not otherwise have service comparable to urban areas. It
is essential that the Commission ensure its sustainability to provide consumers in
all areas of the country have access to an evolving level of communications services.

Question 4. The FCC has committed to resolve, within 6 months of the date filed,
all ETC designation requests for non-tribal lands that are properly before the FCC.
How many petitions for ETC designation are currently pending at the FCC?

Answer. According to information supplied by Commission staff, there are 34 peti-
tions pending.

Question 4a. What is the average length of time that the ETC Petitions currently
before the FCC have been pending? Of these petitions, what is the earliest filing
date? How many of these petitions were filed in 2004 or earlier?

Answer. See Chairman Martin’s response.

Question 4b. How many petitions for ETC designation did the FCC act on in
2006?

Answer. According to information supplied by Commission staff, the agency acted
on 2 petitions in 2006.

Question 4c. How many petitions for ETC designation did the FCC act on in 2005?

Answer. See Chairman Martin’s response. Moreover, I was not a member of the
Commission in 2005.

Question 4d. How many petitions for ETC designation did the FCC act on in
2004?

Answer. See Chairman Martin’s response. Moreover, I was not a member of the
Commission in 2004.

Question 4e. What does the FCC intend to do about the backlog of pending ETC
petitions?

Answer. See Chairman Martin’s response.

Question 4f. How soon does the FCC intend to act upon ETC petitions that have
been pending for more than 6 months?

Answer. See Chairman Martin’s response.

Question 4g. Do you believe that Americans living in rural areas and the carriers
who have filed ETC Petitions deserve to have those petitions acted upon promptly
rather than simply kept pending without a yes or no answer? If you do not, please
explain why.

Answer. Yes.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. AMY KLOBUCHAR TO
HoN. DEBORAH TAYLOR TATE

Question 1. In a September 8, 2005 report, the FCC stated, “Our review of the
record does not lead us to recommend any changes to the retransmission consent
regime at this time.” What, if any, steps have you taken since that time to review
and assess the retransmission consent regime; what if any additional conclusions
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have you reached; what if any plans do you have for additional formal or informal
review; and what do you perceive to be the strengths and weaknesses of the retrans-
mission consent process?

Answer. With respect to your first three questions, please see Chairman Martin’s
response. With respect to the strengths and weakness of the retransmission consent
process, in general, I believe that it is working as Congress intended. Market forces
encourage broadcasters and multichannel video programming distributors to reach
agreement for carriage of the broadcasters’ channels, and the vast majority of nego-
tiations result in such agreement, without government involvement. In the rel-
atively few cases where agreement remains elusive, either party to the negotiation
may file a complaint with the Commission if it believes that the other is not negoti-
ating in good faith.

Question 2. Section 10(a) of the Communications Act allows the Commission to
forbear from applying any regulation or any statutory provision to a particular or
multiple telecommunications carriers or services, in any or some geographic mar-
kets, if certain criteria are met—most notably that competition exists in the market
and that such relief is in the public interest. The FCC recently has been granting
incumbent providers (ILECs) forbearance from regulations on the premise that suffi-
cient competition exists in a specific market to make enforcement of the regulations
unnecessary. What are each of your respective positions on the conditions and cir-
cumstances under which forbearance for ILECs is appropriate?

Answer. Section 10 of the Communications Act requires that “the Commission
shall forbear from applying any regulation or provision of this Act . . . if the Com-
mission determines that” enforcement of the provision is “not necessary” to ensure
just and reasonable prices and practices or the protection of consumers, and that
it serves the public interest. The Commission evaluates each forbearance petition
on the specific facts and merits of the case. When sustainable competition arrives,
we must exercise our regulatory humility and transition markets away from the
constant touch of government regulation, such as price-setting. Recently, for exam-
ple, the Commission took a carefully balanced approach, granting in part and deny-
ing in part, a forbearance petition regarding section 251 unbundling obligations in
Anchorage, Alaska. The Commission granted regulatory relief in some, but not all,
of the wire centers in the Anchorage area and conditioned relief on a reasonable
transition period and other requirements.

Question 3. From the City of Saint Paul (similar questions were raised by Burns-
ville/Eagan Community Television and the Northern Suburban Communications
Commission):

The Order issued by the FCC on December 20, 2006 allows new franchise en-
trants to “cherry pick” the neighborhoods in our communities, rather than bring
true competition to all of our businesses and residents. This would allow new
entrants to serve or upgrade only the profitable areas of Saint Paul [and other
citile(s1 arzld towns], leaving many of our residents on the wrong side of the “dig-
ital divide.”

The Order authorizes a new entrant to withhold payment of fees that it deems
to be in excess of a 5-percent franchise fee cap. This could completely under-
mine support for both Saint Paul’s [and other cities’ and towns’] very successful
public, educational and government (PEG) operations.

The Order imposes a 90-day shot clock for new entrants with existing rights of
way, opening the potential to reduce Saint Paul’s [and other cities’ and towns’]
ability to manage its rights-of-way.

The Order authorizes a new entrant to refrain from obtaining a franchise when
it is upgrading mixed use facilities that will be used in the delivery of video
content.

Saint Paul believes that the policy goals of the Order are laudable but strongly
disagrees with the method and substance of the decision taken by the FCC. How
do you respond to each of these concerns, and how do you respond to the claim that
the FCC exceeded its authority in adopting this order?

Answer. With respect, the City of Saint Paul raised its concerns without the ben-
efit of the text of the Order, which was released on March 5, 2007. As a result, I
believe that many of its concerns are based on a misunderstanding of what the
Order does and does not permit. The Order does provide guidance on what may con-
stitute “unreasonable” buildout requirements on new entrants, but it does not, in
my opinion, permit new entrants to “cherry pick” neighborhoods. It does not allow
new entrants to withhold payment of fees it believes are in excess of the 5 percent
cap. It does establish a 90-day time period during which the franchising authority
must act on applications by new entrants that already have existing rights-of-way
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access. This time period is longer than that adopted by most states that have re-
formed the franchising process. In Indiana, for example, a new entrant may obtain
a franchise 15 days after filing its application. In Texas, the time period is 16 busi-
ness days, and in Kansas, California, New Jersey, and South Carolina, the time pe-
riod ranges from 30 to 80 calendar days. The Order does not authorize a new en-
trant to refrain from obtaining a franchising when it is upgrading mixed use facili-
ties. The good news is that this will enable consumers to have choice and hopefully
encourage the deployment of broadband.

In the absence of congressional action, I believe that the Commission’s broad and
well-recognized authority as the Federal agency responsible for administering the
Communications Act gives it the jurisdictional authority to interpret section
621(a)(1) by determining whether certain actions by local franchising authorities
constitute an unreasonable refusal to award a competitive franchise. See, e.g., sec-
tions 201(b), 303(r), and 4(i) of the Communications Act of 1934, as amended.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. TED STEVENS TO
HoON. DEBORAH TAYLOR TATE

Question 1. What is the current status of any proposals to use auctions to deter-
mine universal service support?

Answer. On August 11, 2006, the Federal-State Joint Board on Universal Service
(“Joint Board”) issued a Public Notice seeking comment from interested parties on
the use of auctions to determine universal service support. More than 50 parties
filed comments and reply comments in fall 2006, responding to the Joint Board’s re-
quest for comment. On February 20, 2007, the Joint Board held an en banc hearing
in Washington, D.C., where it heard, among other issues, from experts in support
of, and in opposition to, the use of auctions to determine universal service support.
The Joint Board continues to discuss what reforms it should recommend to the Fed-
eral Communications Commission, and the use of reverse auctions remains just one
of the many tools being considered. Once the Joint Board issues a Recommended
Decision to the FCC, the Commission has 1 year to complete its proceedings re-
sponding to the Recommended Decision. 47 U.S.C. § 254(a)(2).

Question 2. Do you believe any of the proposals submitted to the Joint Board are
viable alternative approaches to universal service support and can adequately sup-
port rural carriers like those in Alaska?

Answer. Yes. The Joint Board has received a number of proposals to ensure the
long-term sufficiency, stability, and sustainability of the universal service fund. I
look forward to working with my FCC and state colleagues, and Members of this
Committee, to ensure that consumers in all regions of the country, including those
in high-cost areas, have affordable, quality communications and advanced services.

Question 3. When Chairman Powell visited a remote Eskimo village in Alaska, his
plane got stuck in the mud on the unpaved runway during take-off. He and his staff
whipped out their cell phones to try to call for help, but they didn’t work. No roam-
ing agreements. The villages call came and pulled his plane out of the mud, but he
was not able to call his wife to tell her he was running late. I am pleased to report
that the runway is now being paved, but the roaming problem has yet to be re-
solved. Many small cell phone companies in Alaska have been unsuccessful in get-
ting the large national carriers to respond to their desires to arrange roaming agree-
ments. As data, video, and other services are transmitted to mobile devices this
problem will only grow more acute. What can you do to address this problem, and
what is the timeframe for moving forward?

Answer. In August 2005, the Commission initiated a proceeding regarding roam-
ing requirements applicable to Commercial Mobile Radio Service (“CMRS”) pro-
viders. The record is extensive, with several segments of the CMRS industry rep-
resented. I look forward to working with my FCC colleagues to undertake these
issues in a timely and considerate manner.

Question 4. 1 continue to have concerns that too often domestic satellite services
do not offer service to Alaska and Hawaii. In last year’s Senate Communications
Bill, a measure was included to require satellite operators to make good faith efforts
in their satellite planning and development to ensure service to the entire United
States. Are there measures that the FCC could take independent of Congressional
legislation to ensure better service to Alaska and Hawaii?

Answer. Section 25.148(c) of the Commission’s rules requires Direct Broadcast
Satellite (DBS) operators to provide service to Alaska and Hawaii if “technically fea-
sible” or to provide a technical analysis showing that such service is not technically
feasible. See 47 CFR §25.148(c). I intend to encourage satellite providers to make
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good faith efforts to provide consumer products in Alaska and Hawaii that are com-
parable to those offered in the contiguous United States, to the extent technically
feasible.

Question 5. The FCC frequently faces the problem of making tough policy deci-
sions that are wrapped in technological debates. There are several waivers pending
at the FCC that deal with CableCARDs. What is the impact on the consumer and
the impact on the development and deployment of downloadable security? How will
these petitions be considered and will the full Commission address these issues?

Answer. The Commission has received a number of requests for waiver of the so-
called “integration ban,” which would preclude cable operators from deploying set-
top boxes with integrated security and navigation functions after July 1, 2007. It
is well settled that the Commission evaluates waiver requests on a case-by-case
basis to determine whether an applicant’s showing satisfies the waiver standard.!
Accordingly, the Media Bureau continues to review the requests on a case-by-case
basis, and it has both granted and denied some already. In addition, Comcast has
filed an Application for Review of the Media Bureau’s denial of its waiver request.
I will fully consider all issues related to enforcement of the ban, balancing the con-
gressional directive in Section 629 of the Communications Act to assure the com-
mercial availability of multichannel video programming navigation devices against
the possibility that consumers may face additional short-term costs.

Question 6. Obviously we are all concerned about the new frontiers that can be
created on the Internet for pedophiles and child pornographers. To advance the safe-
ty of our children, everyone must do their part. Is there more that the Internet serv-
ice providers can be doing to help law enforcement and does the FCC need any addi-
tional authority from Congress to ensure that entities under the Commission’s au-
thority are doing their part?

Answer. As a mother of three children, I believe we all have more to do. From
educating them about the potential dangers, to providing parent’s tools, to law en-
forcement, to speaking out—we each must take steps to safeguard our children from
the potential dangers of the Internet.

Recently, I participated in the launch of the Family Online Safety Institute, which
seeks to provide a forum for the exchange of ideas and information to make the
Internet a safer place for our children. Moreover, the wireless industry has volun-
tarily adopted wireless carrier content classification and Internet access control
guidelines. If voluntary industry efforts and self-regulation are insufficient, how-
ever, perhaps Congress will consider additional jurisdiction for the FCC.

Congress has addressed this issue, for example, in the context of E-Rate funding.
Through the Children’s Internet Protection Act and the Neighborhood Children’s
Protection Act, Congress requires schools and libraries to certify that they have
Internet safety policies in place—and that they use them—before they are eligible
to receive funding from the E-Rate program administered by the FCC. Thus, even
as Congress acts to promote access to the Internet, it recognizes the importance of
protecting the children who use it. It is critically important that, as the Internet
becomes ever more essential—even indispensable—for our children’s educational
and social development, we continue to ensure the safety of our Nation’s children.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. OLYMPIA J. SNOWE TO
HoN. DEBORAH TAYLOR TATE

Question 1. Is it true that eleven years ago Congress required the FCC to adopt
a new universal service mechanism that ensures that local telephone rates in rural
areas are reasonably comparable to rates in urban areas?

Answer. Yes. See 47 U.S.C. §254.

Question 2. Is it true that the 10th Circuit Court of Appeals has twice remanded
the FCC’s method of providing universal service support for rural customers served
by larger carriers?

Answer. Yes. See Qwest Corp. v. FCC, 398 F.3d 1222 (10th Cir. 2005) (Qwest I);
Quwest Corp. v. FCC, 258 F.3d 1191 (10th Cir. 2003) (Qwest I).

Question 3. Is it true that the second decision was issued in February of 2005 with
the court expressing an expectation that the FCC would respond expeditiously?

Answer. Yes. However, I was not a member of the Commission when the court
issued its decision. Moreover, while the court expected the FCC to comply with its
decision in an “expeditious manner,” it recognized the complex tasks before the FCC

18See, e.g., In the matter of Intelsat LLC, Order on Reconsideration, 15 FCC Red. 25234 (2000)
(“waiver request must be considered on its own merits”).
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on remand. I am committed to working with my FCC colleagues to address these
matters in a timely and considerate manner.

Question 4. What steps will the FCC take now to ensure that it meets its obliga-
tions to the rural residents of large incumbent carriers? Will you commit that the
FCC will take action on this remand during the next 6 months?

Answer. The Commission issued a Notice of Proposed Rulemaking on December
9, 2005, to address the issues remanded by the Qwest II court. I will work with my
colleagues to address this issue in a timely and considerate manner.

Question 5. Now that the Antideficiency Act (ADA) exemption has expired, what
kind of guarantees can you give that there will be no further E-Rate program shut
downs or delays?

Answer. Section 20946 of the Revised Continuing Appropriations Resolution, 2007
amends Section 302 of the Universal Service Antideficiency Temporary Suspension
Act (Public Law 108-494; 118 Stat. 3998) by extending the temporary suspension
through December 31, 2007. For further discussion of the Commission’s work on se-
curing E-Rate funding, please see Chairman Martin’s response.

Question 6. Can you tell us how much USAC has in its E-Rate accounts currently
and whether those reserves will be sufficient to cover funding?
Answer. Please see Chairman Martin’s response.

Question 7. Are you still working with the Office of Management and Budget
(OMB) on a reinterpretation of the ADA that would exempt Universal Service?
Answer. Please see Chairman Martin’s response.

Question 8. Given that AT&T and BellSouth agreed to abide by a definition of
“network neutrality” as part of there merger conditions, do you believe that the ar-
gument that it is impossible to craft such a definition is false?

Answer. Yes.

Question 9. Will you enforce the “network neutrality” provision agreed to as part
of AT&T’s and BellSouth’s gaining approval for the merger?
Answer. Yes.

Question 10. Do you consider the U.S. broadband marketplace to be competitive?

Answer. Nearly 65 million Americans had access to high-speed lines by June
2006, over a 50 percent increase in 1 year, with rural Americans more than dou-
bling their broadband connections from 2003 to 2005. This is good news. However,
our work is far from complete. I am encouraged that we are taking steps to improve
our broadband data collection to better assess consumer access to broadband to help
us increase broadband deployment and competition. We must also continue to take
steps that encourage investment, especially in rural areas. This includes our con-
tinuing spectrum and auction policies to deploy spectrum throughout the country.
Moreover, encouraging public-private partnerships, like ConnectKentucky, also is an
important tool in working to deploy broadband. Further, I am pleased that we
launched a pilot program to explore ways to enhance broadband through our rural
healthcare program.

Question 11. Do you believe a wireless connection, which is two to four times more
expensive and two to four times slower than DSL or cable, can be a substitute for
a wireline connection to the Internet?

Answer. While speed and price are critical factors in a consumer’s broadband pur-
chase decision, wireless broadband connections may offer mobility, or other features
that consumers highly value. In fact, according to FCC data, from June 2005 to
June 2006, wireless share of total broadband lines increased from 1 percent to 17
percent. Accordingly, for some consumers, wireless broadband may be a desirable
substitute.

Question 12. How can we ensure that a variety of news and entertainment outlets
will be there if the telephone and cable companies are allowed to limit what people
can see and do online?

Answer. I support the four principles contained in the Commission’s Internet Pol-
icy Statement, including the principle that “consumers are entitled to access the law-
ful Internet content of their choice.” Especially as broadband offerings increase, the
market will punish service providers that limit consumer access to content. More-
over, the Commission has the tools to effectively address these issues if evidence of
a problem arises.
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RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. GORDON H. SMITH TO
HoON. DEBORAH TAYLOR TATE

Question 1. Under a couple of the conditions, AT&T and BellSouth committed that
for 42 months, they would continue to offer, and would not increase the price of,
unbundled network elements. They also committed not to seek forbearance with re-
spect to unbundled loops and transport. Will these conditions preserve the option
for consumers to purchase high-speed broadband service from companies that com-
bine an AT&T/BellSouth UNE loop with their own electronics and other network fa-
cilities to offer their own high-speed Internet broadband services?

Answer. Competitive local exchange carriers (CLECs) that provide service using
unbundled network elements (UNEs) obtained from AT&T and BellSouth asserted
in the merger proceeding that a limitation against price increases on UNEs and a
commitment by AT&T not to seek forbearance from UNE rules would provide them
stability in offering their competing services. Although the Commission did not mod-
ify its rules, AT&T did make enforceable commitments in the context of the merger
not to seek any increase in state-approved rates for UNEs or collocation and not to
seek forbearance from UNE access rules for 42 months.

Question 2. Has the Commission concluded that it is in the public interest to pre-
serve additional broadband options for consumers through these UNE as part of the
AT&T/BellSouth merger conditions?

Answer. The Commission has rules permitting UNE access by CLECs. The Com-
mission’s access rules for loops and transport have been upheld by the D.C. Circuit.
These rules remain the general policy of the Commission. However, the Commission
has, on a very market-specific basis, granted relief to incumbent LECs from certain
UNE access rules. See Petition of ACS of Anchorage, Inc. Pursuant to Section 10 of
the Communications Act of 1934, as Amended, for Forbearance from Sections
251(c)(3) and 252(d)(1) in the Anchorage Study Area, WC Docket No. 05—281, Memo-
randum Opinion and Order, FCC 06-188 (rel. Jan. 30, 2007); Petition of Qwest Cor-
poration for Forbearance Pursuant to 47 U.S.C. § 160(c) in the Omaha Metropolitan
Statistical Area, WC Docket No. 04-223, Memorandum Opinion and Order, 20 FCC
Red 19415 (2005).

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. JOHN THUNE TO
HoN. DEBORAH TAYLOR TATE

Question 1. Even as we are strategizing on how to complete the deployment of
DSL and cable modem broadband networks to the hard to reach places of our coun-
try, other countries are well on their way to deploying next-generation fiber net-
works. Highspeed fiber will change how we use the Internet similar to the change
we saw between dial-up and broadband. Is there anything Congress can be doing
to help speed the deployment of our high-speed fiber network here at home, and in
rural areas particularly?

Answer. It is important for Federal and state governments to create a policy envi-
ronment that encourages investment and competition. Competition is the best way
for consumers to get better services and lower prices. Coming from a state with
large urban markets and a significant rural constituency, I understand the need for
policies that promote competition among all carriers. I am particularly excited by
the efforts made by several states, like in Kentucky with ConnectKentucky, to accel-
erate the deployment of universal, affordable high-speed networks. States and Con-
gress also have tools to evaluate tax and other investment incentives to encourage
costly network deployment. I am committed to working with my FCC and state col-
leagues, and Members of this Committee, to encourage the further deployment of
new and innovative services to all Americas.

Question 2. When I speak with some of South Dakota’s rural telephone coopera-
tives and other telecommunications providers, I hear about the large amount of re-
sources they must put toward legal fees to keep pace with the legal and regulatory
maneuvers being made by some of the larger telecommunications providers with
seemingly bottomless pockets for such actions. Some of these small providers hon-
estly think part of the larger competitors’ plan is to beat them through legal fees
instead of the marketplace. The Commission obviously cannot do anything about the
fees lawyers are charging, but they can do something about the speed at which reg-
ulatory decisions are made and the hoops that must be jumped through. How can
the FCC improve its decisionmaking processes so that small telecommunications
providers don’t bear such an imbalanced burden?

Answer. At the state and now Federal level, I have always encouraged the indus-
try to work together voluntarily to settle disputes and find solutions to policy con-
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cerns. At the same time, I am a proponent of swift agency action and will do all
I can to encourage this at the FCC.

Question 3. As you know, some media companies and others are pushing for the
repeal of the newspaper cross-ownership ban. They argue that a media outlet own-
ing both the local newspaper and a local broadcast station could make better use
of scarce resources to gather and report the local news. They also argue that the
handful of “grandfathered” newspaper-broadcast combinations, which were in place
before the ban was implemented in 1975, have not shown any gross abuse. Some
consumer groups and others who support keeping the newspaper cross-ownership
ban in place alternatively argue that combining newspaper and broadcast outlets
could reduce competition among media outlets. There could be less incentive to get
“the scoop” or report a contradicting viewpoint. What do you believe would happen
to local news coverage if the newspaper cross-ownership ban was lifted? Do the 1975
grandfathered combinations really provide us with a good example since some of
them are currently owned by those media companies who want to lift the ban? For
example Gannett knows its management of Arizona’s largest newspaper, the Ari-
zona Republic, and television outlet KPNX-TV is under the microscope, so perhaps
their behavior would not be representative of how news gathering would be con-
ducted if the ban was permanently lifted.

Answer. The Third Circuit Court of Appeals affirmed the Commission’s conclusion
in the last review of its broadcast ownership rules that, based on record evidence,
the blanket ban on newspaper/broadcast cross-ownership was no longer necessary
in the public interest. That conclusion was based on a Commission finding that
newspaper-owned broadcast stations produce more and better quality local news
and public affairs programming. The record with respect to local news coverage by
such combinations is being refreshed as part of the Commission’s current ownership
proceeding, and I will review thoroughly the information submitted by all parties.

Question 4. The closest daily newspaper can be 100 miles away in some parts of
my state. Do you see any particular challenges in providing a diversity of news
viewpoints in rural parts of our country if further media consolidation is allowed
to occur? Some argue local cable news channels and local Internet news sites can
enhance competition and bring out a diversity of viewpoints, but are these answers
going to work in rural communities?

Answer. Coming from Tennessee, a state with a significant rural population, I un-
derstand that residents of rural communities may face certain unique challenges in
accessing the full diversity of viewpoints that most of us take for granted. Even in
the absence of a local daily newspaper, however, I am encouraged by evidence show-
ing that weeklies, “shoppers,” and other publications provide useful local informa-
tion. In addition, broadband, whether via wireless, DSL, cable, or satellite, also
promises unprecedented business, educational, and healthcare opportunities for all
Americans. I hope that by encouraging the deployment of broadband to rural areas,
citizens can get news and information from any source, anywhere in the world.

RESPONSE TO WRITTEN QUESTION SUBMITTED BY HON. DAVID VITTER TO
HoN. DEBORAH TAYLOR TATE

Question. I have been alerted to a problem regarding compensation to payphone
providers for coinless calls made from their phones. According to recent FCC statis-
tics, about 6 percent of Louisiana households do not have any type of phone in their
home. During the immediate aftermath of Hurricanes Katrina and Rita, payphones
were the only way many people—both those without any other phones and also
those whose mobile phones were not working due to the networks being over-
loaded—could reach emergency personnel or family and loved ones. Without being
fairly compensated according the rules set forth by the Commission, payphone pro-
viders will not be able to maintain these phones. I have been told that in the last
2 years since the Commission most recently revised the payphone compensation
rules, a large number of carriers have failed to comply with their obligations under
these rules. I also understand that in December 2006, the FCC issued its first sanc-
tions against one of these carriers that violated these rules. I would appreciate hear-
ing your comments on whether you think the agency has sufficient power and re-
sources under your existing authority to continue to enforce these rules and help
ensure that companies are not able to disregard the Commission’s payphone com-
pensation rules.

Answer. I was not a member of the FCC when the Commission revised its
payphone compensation rules. I understand these rules became effective in July
2004. See 47 CFR §64.1300 et seq. As you mention, we have just issued our first
enforcement action under those new rules. Swift and just enforcement of the Com-
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mission’s rules will curtail violations. Moreover, the establishment of Commission
precedent should enable rapid enforcement by the Enforcement Bureau for addi-
tional cases involving similar violations of the Commission’s rules.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. DANIEL K. INOUYE TO
HoN. ROBERT M. MCDOWELL

Question 1. In March, 2005, the FCC allowed a Verizon forbearance petition to
become effective by operation of law. Because there was a vacancy on the Commis-
sion at that time and a 2-2 split among Commissioners, Verizon was able to gain
regulatory relief through Commission inaction.

Does the current process regarding the disposition of forbearance petitions in the
absence of a Commission majority essentially allow petitioners to write the terms
of their relief?

Is it fair in such situations to allow petitioners to amend the scope of their re-
quested relief after the period for comment on the original petition has concluded?

Should forbearance petitions be denied in the absence of an order approved by a
majority of Commissioners?

What effect will government recusal rules have on your ability to participate in
other pending or future forbearance proceedings in which your former employer,
Comptel, is a party or otherwise participates?

Answer. Section 10 of the Communications Act directs the FCC to forbear from
applying any regulation or provision of the Act to a telecommunications carrier or
service, or class of carriers or services, if the Commission determines that: “(1) en-
forcement of such regulation or provision is not necessary to ensure that the
charges, practices, classifications, or regulations by, for, or in connection with that
telecommunications carrier or telecommunications service are just and reasonable
and are not unjustly or unreasonably discriminatory; (2) enforcement of such regula-
tion or provision is not necessary for the protection of consumers; and (3) forbear-
ance from applying such provision or regulation is consistent with the public inter-
est.” Section 10 also provides that a telecommunications carrier can file a petition
for forbearance with the FCC and that such a petition is deemed granted unless the
Commission does not deny the petition within 1 year after it is filed, unless the
Commission extends that period for an additional 90 days.

Action on a forbearance petition requires a majority of Commissioners to act to
deny the request. In the case of recusal of a Commissioner by virtue of the Federal
conflict of interest statutes! and regulations,? three of the four remaining partici-
pating Commissioners would have to vote to deny the forbearance petition in order
for it not be granted. The Commission is bound by the statutory provisions gov-
erning forbearance petitions. If, in the opinion of Congress, the operation of this
statute is causing an undesired result, then it would have to be modified by Con-
gress.

In my case, I have been recused from each of the forbearance petitions that the
Commission has acted on since my coming to the Commission in June 2006, by vir-
tue of my former employer’s participation in those forbearance proceedings. There-
fore, I have no experience as a Commissioner upon which to base a position on proc-
ess for considering forbearance petitions.

The Federal conflict of interest statutes and regulations referred to above require
my continued recusal from all forbearance petitions in which my former employer
was a party for a period of 1 year from my taking the oath of office.

Question 2. One of the biggest challenges we face over the next 2 years is moving
our Nation from analog to digital television with minimal consumer disruption. I un-
derstand that the FCC is currently receiving comment on its Proposed Final Table
of DTV allotments, proposing final digital channels for TV broadcast stations. How-
ever, even after that is final, additional actions will be needed to complete the tran-
sition. Given the enormity of the task before us, what action is the Commission tak-
ing a?nd what action should it take to ensure that our country is ready in February
20097

1See 18 U.S.C. §208 (setting forth acts affecting a personal financial interest); 47 U.S.C. § 154
(providing that no member of the Commission shall have a financial interest in any company
or other entity engaged in the manufacture or sale of telecommunications equipment, the busi-
ness of communication by wire or radio, or in the use of the electromagnetic spectrum).

2See 5 C.F.R. §2635.501 et seq. (containing provisions intended to ensure that an employee
takes appropriate steps to avoid an appearance of loss of impartiality in the performance of offi-
cial duties.
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Answer. Our Media Bureau and Office of Engineering and Technology are work-
ing diligently on digital transition issues to make the February 17, 2009 transition
date a reality. As you know, we are in the process of completing a final DTV table
of allotments for the assignment of digital channels to stations. We are overseeing
broadcasters’ construction of digital facilities and enforcing deadlines for that con-
struction. We have established deadlines for all TV tuners to be capable of receiving
DTV broadcast signals. We have launched a consumer education website about the
transition, www.dtv.gov. Much more work remains to be done, but we are all striv-
ing to make the transition as smooth as possible for the industry and for consumers
so that the benefits of digital television technology can be enjoyed by the public.
Also, we will consult with NTIA as it implements the digital-to-analog converter box
program, which will enable over-the-air broadcast television viewers to view DTV
programming.

Question 3. A recent study conducted by Free Press entitled, Out of the Picture:
Minority & Female TV Station Ownership in the United States, contained some so-
bering statistics.

Women comprise 51 percent of the entire U.S. population, but own a total of
only 67 stations, or 4.97 percent of all stations.

Minorities comprise 33 percent of the entire U.S. population, but own a total
of only 44 stations, or 3.26 percent of all stations.

Latinos comprise 14 percent of the entire U.S. population, but own a total of
only 15 stations, or 1.11 percent of all stations.

African Americans comprise 13 percent of the entire U.S. population but only
own 18 stations, or 1.3 percent of all stations.

Asians comprise 4 percent of the entire U.S. population but only own a total
of 6 stations or 0.44 percent of all stations.

Do these facts trouble you as they do me, and what action should the Commission
take to promote greater diversity of ownership?

Answer. I am particularly concerned about the lack of women and minority own-
ers of broadcast properties. At this point in time, I am exploring the causes of this
situation, especially as compared with other industries, and the proposed solutions
submitted by participants in the media ownership proceeding.

Question 4. On November 22, 2006, the day before Thanksgiving, the FCC re-
leased a list of economic studies to be performed in the media ownership pro-
ceedings.

e How did the Commission choose the economic studies to be performed in the
media ownership proceedings?

. Whg at the Commission or elsewhere was consulted for input on the topics cho-
sen?

e How were parties selected for the studies done outside the Commission, and
what is the cost of these contracts?

e Would the Commission consider seeking public comment on what other studies

might assist the Commission in its review of ownership rules?

Answer. Chairman Martin and his staff, after consulting with all of the Commis-
sioners’ offices, took the lead on developing the topics for the economic studies, se-
lecting Commission personnel and third parties to conduct the studies, and con-
tracting with those third parties. The details about those contracts, including the
costs, are available through the Chairman’s office. Regarding other studies that
might assist us in our media ownership review, we have received several studies
in the comments filed in the proceeding. I will review those carefully and consider
how they supplement the Commission studies. Additionally, please see Chairman
Martin’s response to this question.

Question 5. In November 2006, the Government Accountability Office (GAO)
issued a report concluding that the cost of special access has gone up—not down—
in many areas where the FCC predicted that competition would emerge. To address
this error, the report recommended that the FCC develop a better definition of “ef-
fective competition” and monitor more closely the effect of competition in the mar-
ketplace. Do you agree with these findings? What action should the Commission
take in response?

Answer. The GAO special access report provided useful analysis of the impact of
the Commission’s pricing flexibility rules on competition that had not been under-
taken before. The Commission has an outstanding rulemaking proceeding to deter-
mine what price cap rules should apply to special access services after 2005 and
whether the pricing flexibility rules should be modified or repealed. While I do not
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have a position on the merits of the GAO findings, I believe that the Commission
should fully consider those findings. I will review the positions of the various car-
riers, user groups and the analysis of GAO as I continue to formulate an opinion
on special access issues.

Question 6. Last year, Congress passed legislation imposing a ten-fold increase in
the size of maximum fines for indecency violations, to a maximum of $325,000 per
violation. At the time President Bush signed the law, he said “[t]he problem we
have is that the maximum penalty that the FCC can impose under current law is
just $32,500 per violation, and for some broadcasters, this amount is meaningless.
It’s relatively painless for them when they violate decency standards.” Should Con-
gress similarly raise the statutory maximum fine for other violations? What other
actions should be taken to promote swifter and more effective enforcement?

Answer. We at the Commission are doing our best to enforce the law, while being
mindful of First Amendment protections and the prohibitions on censorship and in-
terference with broadcasters’ freedom of speech. Swift and effective enforcement is
especially important as we endeavor to protect America’s children from indecent
broadcast content. Obviously, ruling on indecency complaints requires a delicate bal-
ancing of legal rights and a review of the particular facts of a case. The context in
which the allegedly indecent content appears is always critical. I hope that the Com-
mission’s decisions will provide some measure of guidance for the industry regarding
what is appropriate for broadcast during hours in which many children are watch-
ing television. I also look forward to guidance from the courts about whether our
rulings are providing the guidance that they should.

Question 7. Recently, the FCC adopted an order to prohibit certain practices by
franchising authorities that the Commission finds are unreasonable barriers to
entry. One issue mentioned in that order, which is very important to the State of
Hawaii, is the ability of the franchise authority to seek appropriate contributions
for public, educational, and governmental (PEG) and institutional networks (I-
NETS). I understand that some parties have disputed the veracity of some claims
made in this proceeding. What, if any, efforts did the Commission take to independ-
ently investigate and verify the claims of unfair demands made by many of the car-
riers in this proceeding?

Answer. My understanding is that nearly all of the claims of unfair demands that
the Commission cited in the video franchising order and that carriers submitted into
the record were not contested by other parties. Based on the uncontested evidence
before us, we were able to make a finding that sufficient barriers to competitive
entry existed to justify our actions in the proceeding. Chairman Martin’s office may
have additional details about the Commission’s efforts to investigate these claims.

Question 8. In 2004, the FCC adopted a plan to move certain licenses within the
800 megahertz band in order to eliminate interference problems that were being ex-
perienced by public safety communications systems. What is your assessment of the
pace of progress in rebanding the 800 MHz band and what steps does the Commis-
sion intend to take in order to get this process back on track?

Answer. Improving public safety communications within the 800 MHz band is a
critical undertaking and I can assure you that completing this task is a very impor-
tant priority for the Commission. I share my colleagues’ deep commitment to pro-
vide public safety entities with freedom from interference and an improved, more
efficient 800 MHz spectrum band plan.

As a preliminary matter, I applaud Chairman Martin’s formation of the new Pub-
lic Safety and Homeland Security Bureau (PSHSB), which was launched in Sep-
tember 2006. Among other responsibilities, PSHSB is specifically tasked with the
ongoing work toward improving public safety communications within the 800 MHz
band. Further, the Chairman appointed an associate chief within PSHSB to manage
this project on a full-time basis. This hands-on management has greatly improved
the agency’s ability to move forward. Specifically, the bureau has issued several or-
ders and public notices on delegated authority to resolve disputed issues and facili-
tate negotiations between the parties. In fact, as of this month, the bureau has
issued six orders resolving disputed issues referred from specific mediation cases.
Most recently, on March 6, 2007, the Bureau directed the project administrator to
confirm the status of rebanding activities.

Certainly the added complexity pertaining to areas located near the Canadian and
Mexican borders is an ongoing challenge for the Commission’s efforts to full resolve
all lingering issues. Given this, I traveled to Mexico in late February and met with
my counterparts in the Mexican government to discuss the importance of moving
apace as quickly as possible. In those discussions, I stressed the critical importance
of implementing changes in our bilateral agreements to facilitate and conclude band
reconfiguration on the Mexican border in an expeditious manner.
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Finally, a number of parties filed petitions for reconsideration or clarification of
the 800 MHz Reconsideration Order. The pleading cycle closed on April 3, 2006,
therefore, I am hopeful that we will act upon these requests as quickly as possible.

Question 9. A number of wireless carriers have employed the use of high “early
termination fees” to prevent wireless customers from switching to other carriers. In
some cases these fees may be $200 or more, and may apply regardless of whether
the subscriber wishes to cancel on the first or last date of their wireless contract.
Do you believe these practices promote or impede competition?

Answer. I am delighted that the Chairman has indicated that the staff is working
on a draft order addressing the practice by wireless carriers of imposing early termi-
nation fees. I am also pleased that the market has responded to this issue—in that
one company announced a policy change in late November. I am hopeful, and I
would expect (given the competitive nature of the wireless industry) that this action
will lead to additional carriers following suit. In the meantime, I have heard from
numerous stakeholders on this matter and I look forward to reviewing the draft
upon circulation.

With respect to the substance, I believe that wireless is an inherently interstate
service. I also believe that the wireless industry is a wonderful example of the many
consumer benefits that arise when a highly competitive industry is regulated with
a light touch. Wireless subscriber growth has grown exponentially and competition
among numerous providers has flourished. At the same time, prices are decreasing.
This is great news for America’s consumers. As a result, I am hopeful that the Com-
mission would proceed cognizant of the importance of the wireless industry to Amer-
ica’s continued economic competitiveness across the globe.

Question 10. Given requirements imposed by General Services Administration to
promote greater redundancy of communications, how would the retirement of copper
facilities impact Congress’ directive to promote the availability of alternate network
facilities in federally owned and leased buildings?

Answer. The issue of copper loop retirement by incumbent local exchange carriers
has been raised in two petitions for rulemaking filed in January 2007, which are
currently pending before the FCC. At such time as the comments and reply com-
ments have been filed with the Commission, I will review the entire record and con-
sider the merits of the relief requested with both the competitive consequences and
the effgct on the Congressional directive for redundancy in Federal facilities firmly
in mind.

Question 11. Given the Commission’s policy of promoting broadband deployment
and eliminating regulations that treat competitors in the provision of broadband dif-
ferently, how is this policy being implemented this policy with regard to pole attach-
ment regulations?

Answer. Section 224(b)(1) of the Communications Act requires the FCC to regu-
late the pole attachments of all providers of telecommunications services and to en-
sure that the rates, terms, and conditions of pole attachment agreements are just
and reasonable. By virtue of the current Commission rules, the formula for calcu-
lating the rates for different categories of providers results in three different rates.
An outstanding petition for rulemaking to revise those rules is pending before the
Commission. I believe that the petition for rulemaking and the comments filed in
that proceeding should be evaluated in the context of the directive in Section
224(b)(1) of the Act and the effect of the current rules on promoting broadband de-
ployment. While I cannot determine when the Commission will consider the rule-
making petition, I will fully evaluate the merits of this petition when it comes before
the Commission for decision.

Question 12. Recently, a Virginia Federal court referred a matter to the FCC for
review and clarification as to whether Internet Protocol Television or “IPTV” service
meets the definition of a “cable service” under the Communications Act—a question
that this Committee answered affirmatively during consideration of last year’s tele-
communications bill. How does the Commission intend to address this matter?

Answer. The issue of whether a IPTV constitutes a “cable service” under the Com-
munications Act has been raised in two Commission proceedings: (1) the video fran-
chising proceeding, in which we explicitly deferred deciding the issue in our order
adopted in December 2006; and (2) the IP-enabled devices proceeding, which was
initiated in February 2004.

With respect to the video franchising order, I hope that the Commission will ex-
tend the same de-regulatory benefits we are providing to new entrants in our re-
cently adopted video franchising order to all cable providers, specifically incumbents
and overbuilders. Many of the statutory provisions we interpreted in the proceeding
are generally applicable to all cable operators. I want to ensure that no govern-
mental entities, including those of us at the FCC, have any thumb on the scale to
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give a regulatory advantage to any competitor. Accordingly, in this context and oth-
ers, it is important to resolve the question of whether IPTV is a cable service under
the statute and our rules. Deciding this issue will give regulatory certainty to all
market players.

Because the Chairman sets the Commission’s agenda, I refer you to Chairman
Martin’s answer regarding when and how he intends to address this issue.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. BYRON L. DORGAN TO
HoN. ROBERT M. MCDOWELL

Question 1. Eleven years after Congress passed the 1996 Telecommunications Act
that opened the floodgates of media consolidation in the radio industry is American
radi?o better or worse than it was in 1996 in terms of viewpoint diversity and local-
ism?

Answer. At this stage in our media ownership proceeding, I am not certain wheth-
er viewpoint diversity and localism in radio are better or worse off than in 1996.
Thus far, the evidence on the record in our current proceeding is mixed with respect
to the quality and quantity of local content provided by station groups to their com-
munities of license. The evidence also provides varied views regarding whether more
viewpoints are available, given the drastic increase in audio platforms since that
time (satellite radio, iPods, low power radio, Internet radio stations). I am studying
the record carefully and I look forward to attending more of the field hearings we
are convening around the country to learn about specific local experiences from peo-
ple with first-hand knowledge of the realities of the markets in their communities.
I am pleased that we have a summary of the comments filed in our localism inquiry
in the media ownership docket so that we will have a full record on localism issues.
With respect to diversity, I am particularly concerned about the decline in female
and minority owners of broadcast properties. I look forward to learning about the
causes of this situation, especially as compared with other industries.

Question 2. How has consolidation impacted the public’s ability to hear local music
and local news on the airwaves?

Two critical issues in our media ownership inquiry are whether licensees of mul-
tiple stations supply more or less local music and news and whether the explosion
of new audio choices for consumers (satellite radio, iPods, Internet radio stations,
low power radio stations and so forth) has resulted in more local music and news
on the airwaves. Again, the evidence on the record is mixed. I am studying these
issues carefully and with an open mind.

The Commission’s investigation of four leading radio station groups for violations
of our sponsorship identification rules may soon be concluded in a manner favorable
to independent music. As part of the voluntary settlement, the radio station groups
will likely provide hundreds of hours of free air time to local musicians who are
independent of major record labels. This would be a great resolution of the inves-
tigation and a creative private sector solution to issues underlying payola practices.

Question 3. Even with the existence of net neutrality conditions on AT&T, are
there rules in place to ensure that other broadband providers do not discriminate
against Internet content, services or applications? Given the rulings on information
servic%s, is it even clear that the FCC has authority to act if such discrimination
occurs?

Answer. I believe that the net neutrality debate is healthy and I welcome further
discussion of the net neutrality issue. The Internet already is the communications
lifeblood of the world economy and is becoming the primary means of communica-
tion for American consumers. It is absolutely essential that broadband network and
service providers have the proper incentives to deploy new technologies and retain
the ability to manage them. However, it is equally as important that consumers
have the option of pulling, or posting, the content of their choice anytime, anywhere
and on any device. In the one instance where the Commission received allegations
that a carrier was blocking ports used for VoIP applications, it swiftly launched an
investigation and entered into a consent decree, thereby resolving the alleged prac-
tices that affected customers’ ability to use VoIP through one or more VoIP service
providers.3 In that situation, we acted swiftly and resolutely, sending a clear signal
that we will not tolerate anti-competitive behavior. The Commission has adopted a
Policy Statement that set forth four broad principles designed “to encourage
broadband deployment and preserve and promote the open and interconnected na-
ture of the public Internet.” It specifically stated that consumers are entitled to: (1)

3 In the Matter of Madison River Communications, LLC and affiliated companies, File No. EB—
05-IH-0110, Order, DA 05-543, rel. March 3, 2005.
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access to Internet content; (2) run applications and use services of their choice; (3)
connect legal devices that do not harm the network; and (4) competition among net-
work providers, application and service providers and content providers. I believe
that we have the ancillary authority under Title I of the Communications Act to en-
force these principles.

The Commission will continue to monitor this situation and will remain vigilant
in protecting the continued availability of all types of content over the Internet for
consumers. Should we receive evidence of additional anticompetitive conduct, I will
urge the Commission to act swiftly and in the best interest of consumers.

Question 4. In an environment of industry consolidation and technological integra-
tion, what role do you see the FCC playing to ensure nondiscriminatory access to
infrastructure, content, roaming, spectrum and rights-of-way?

Answer. The FCC has jurisdiction under specific provisions of the Communica-
tions Act to promote competition and prevent anti-competitive conduct in each of the
areas addressed in this question. The Commission is exercising its authority as set
forth below.

With respect to nondiscriminatory access to infrastructure, Section 251 of the
Communications Act requires all telecommunications carriers to interconnect with
the facilities and equipment of other telecommunications carriers. That provision
imposes additional interconnection obligations on local exchange carriers and incum-
bent local exchange carriers. As more competition develops among different types
of services, such as wireline, wireless, cable and broadband, these obligations work
to ensure that those competitors have nondiscriminatory access. On the other hand,
we should not impose legacy regulations that are no longer needed to promote com-
petition among different services. As an example of the Commission’s ongoing en-
forcement of the nondiscriminatory access provisions of Section 251, on March 1,
2007, we granted a request for declaratory ruling filed by Time Warner Cable in
which we affirmed that wholesale telecommunications carriers are entitled to inter-
connect and exchange traffic with incumbent local exchange carriers when providing
services to other service providers, including VoIP.

Regarding content, the Commission ensures nondiscriminatory access to content
through the program access rules, which under the authority Congress granted in
the 1992 Cable Act, restrict the ability of vertically integrated video programmers
to favor affiliated over nonaffiliated cable operators. We recently released a notice
of proposed rulemaking to initiate our review of whether the rules prohibiting exclu-
sive contracts between cable operators and vertically integrated programmers con-
tinues to be necessary to preserve competition and diversity in video programming
distribution. The current limitation will expire on October 5 of this year unless the
Commission acts to extend the prohibition. We are also considering a Notice of Pro-
posed Rule Making regarding whether our procedures for resolving program access
disputes should be modified to increase their effectiveness as an avenue for relief.

With respect to roaming, I have met with a number of parties regarding wireless
roaming obligations. Certainly it is important that all American consumers, no mat-
ter where they live, work or travel, have the ability to benefit from competitive wire-
less services. As a result of my introduction to this issue, I have come to recognize
and appreciate the complicated legal and economic factors involved. Although I can-
not predict the timeframe for moving forward (given that the Chairman sets the
agenda for the Commission), I will continue to work on analyzing this important
issue.

With respect to spectrum management, I believe that, for consumers—all types
of consumers (residential, government, business, wholesale, retail)—to truly reap
the rewards of the digital age, regulators should not try to keep up with the pace
of innovation and technology brought forth by the private sector, but should step
out of the way of technology where possible. Good spectrum management allows en-
trepreneurs, rather than the government, to determine how best to maximize our
limited spectrum resources. But where the markets may fail, the Commission
should be poised to use a light regulatory touch to protect the public interest. I am
pleased, therefore, that the Commission has progressively implemented more flexi-
ble, market-oriented spectrum management policies.

The new, technology-driven global economy requires the Commission to allocate
and manage spectrum in an integrated, market-oriented manner that provides
greater regulatory certainty, while minimizing regulatory intervention and fostering
flexibility and robust competition. This type of dynamic disruption best serves con-
sumers and, therefore, the public interest. Given the need to continue to spur the
development and deployment of advanced wireless and satellite technologies, a pri-
ority of mine as a commissioner is to encourage the creation of new wireless delivery
platforms—integrated, interconnected and interoperable platforms—that maximize
use of our Nation’s spectrum resources.
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Finally, regarding rights-of-way, the order we recently released in the video fran-
chising proceeding takes appropriate steps to ensure nondiscriminatory access for
cable operators, regardless of delivery platform. I have long advocated the Commis-
sion doing all that it can to open new opportunities for entrepreneurs to have the
freedom to construct new delivery platforms for innovative new services. More deliv-
ery platforms mean more competition, which translates into more innovative and
less costly offerings for consumers. The Commission’s video franchising order estab-
lishes a de-regulatory national framework to clear unnecessary underbrush that has
hindered competitors to incumbent cable companies from gaining access to rights-
of-way. At the same time, the order preserves local control by allowing localities to
protect important local interests through meaningful negotiations with aspiring
video service providers.

Question 5. Do you think that the current broadband market is sufficiently com-
petitive and robust in terms of broadband deployment? Does the FCC currently have
sufficient tools to even accurately determine whether Americans have access to
broadband?

Answer. Broadband deployment is occurring rapidly, although we should never
become complacent and always strive for faster speeds and more ubiquity. Signifi-
cantly more Americans are adopting broadband services each day. The FCC recently
released a status report on high-speed services for Internet access. As of June 30,
2006, high-speed lines connecting homes and businesses to the Internet increased
by 26 percent during the first half of 2006; from 51.2 million to 64.6 million lines
in service. In addition, for the full twelve month period ending June 30, 2006, high-
speed lines increased by 52 percent (or 22.2 million lines).

However, it is critical that the regulatory climate in the U.S. promotes broadband
growth and availability. Our economic future depends on it. Accordingly, the Com-
mission is adopting policies to encourage increased broadband deployment for the
public, pursuant to Section 7 of the Communications Act. Current deployment fig-
ures, coupled with recent and impending FCC actions, suggest that wireless
broadband offers great opportunities for broadband deployment in all areas of the
country, including rural communities. For instance, I am optimistic that the 700
MHz auction and availability of spectrum in the white spaces of the TV broadcast
bands will help deployment of broadband in rural areas. In addition, the Commis-
sion’s video franchising decision adopted in December, 2006 extends benefits to new
entrants and should further stimulate deployment of fiber. While it is encouraging
that America’s rate of broadband deployment has more than doubled over the past
2 years,* we must ensure that the Commission takes advantage of all opportunities
to spur technological innovation and increased access to broadband services. Accord-
ingly, we are making it easier for entrepreneurs to construct new delivery platforms
more quickly and for the owners of existing platforms to upgrade their facilities, as
discussed below. These policies should result in more choices for consumers and lead
to more competition among different broadband platforms and within them, which
should, in turn, result in lower prices for consumers.

Question 6. How do you envision universal service reform moving ahead to keep
the fund sustainable? I am concerned about proposals that would not require
broadband connections to pay into universal service, or reverse auction proposals
th(ziit advocate providing USF support in an auction type model to the least cost pro-
vider.

Such proposals bring uncertainty to investment plans, and shift the universal
service standard from comparable to urban areas, to one that would just go to the
lower bidder, quality irrelevant. I understand that rural providers have expressed
concern about both proposals. Can you discuss the least cost provider issue, as well
as what possible distinctions exist to justify excluding broadband from paying into
USF—why shouldn’t a technology that uses and benefits from the network pay into
universal service?

Answer. The Universal Service system has been instrumental in keeping Ameri-
cans connected and improving their quality of life, particularly in rural areas. How-
ever, this system is in dire need of comprehensive reform. Universal Service Fund
disbursements have grown significantly from approximately $4.4 billion in 2000 to
approximately $6.5 billion in 2005, almost a 50 percent increase, and are projected
to continue to rise at similarly exponential rates. This is compared to an overall in-

4From March 2004 to March 2005, the broadband adoption rate grew at 20 percent. Home
Broadband Adoption 2006, Pew Internet & American Life Project (May 28, 2006) at 1. From
March 2005 to March 2006, it accelerated to about a 40 percent penetration rate. Id. The most
current rate has accelerated even faster to 52 percent. High-Speed Services for Internet Access:
Status as of June 30, 2006, Industry Analysis and Technology Division, Wireline Competition
Bureau, FCC (January 2007) at 1.
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flation rate of only 13 percent for the same 5 year period. We simply cannot afford
to continue to let the Fund grow unchecked. The future of the Universal Service
Fund hangs in the balance.

Last June, the Commission adopted interim changes to the Universal Service con-
tribution methodology that were designed to address deficiencies in the Universal
Service Fund temporarily. The changes raised the interim wireless safe harbor for
interstate traffic from 28.5 percent to 37 percent, and required VoIP providers to
contribute to the Fund for the first time. Their interstate safe harbor was pegged
at 65 percent. The hope was that by expanding the contribution base, we could
lower the contribution factor, at least temporarily. However, the contribution factor
that was supposed to have declined as a result of the FCC’s action, is back on the
rise again. The factor initially declined from about 11 percent to 9 percent once we
broadened the base. But for the First Quarter of 2007 it has risen again to 9.7 per-
cent—and early indications are that the Second Quarter figure could spike to over
11 percent.

Fundamental reform of the Universal Service system is necessary so that it can
continue to support rural areas. The Commission is working to achieve comprehen-
sive reform to ensure long term sustainability of Universal Service. The Commission
is considering alternatives to the current end-user revenues-based contribution fac-
tor. On the disbursements side, the Federal-State Joint Board on Universal Service
is considering proposals on the use of reverse auctions. Some of those proposals ini-
tially address the growth of the Fund resulting from the expansion of funding to
the competitive eligible telecommunications carriers, which I believe is an appro-
priate initial focus. This should not adversely affect the support to existing rural
wireline carriers in rural areas. At such time as the Joint Board recommendations
are forwarded to the Commission, I will fully consider the merits of those rec-
ommendations and the comments of the parties.

Question 7. What is your view of making the deployment of advanced infrastruc-
ture that is fully capable of offering the wide array of broadband oriented services
the hallmark of our national universal service policy? Should universal service sub-
sidize broadband?

Answer. As I have indicated, the Universal Service system has been instrumental
in keeping Americans connected and improving their quality of life, particularly in
rural areas. However, this system is in dire need of comprehensive reform. Uni-
versal Service Fund disbursements have grown significantly from approximately
$4.4 billion in 2000 to approximately $6.5 billion in 2005, almost a 50 percent in-
crease, and are projected to continue to rise at similarly exponential rates. This is
compared to an overall inflation rate of only 13 percent for the same 5 year period.
We simply cannot afford to continue to let the Fund grow unchecked. Otherwise,
the future of the Universal Service Fund will be in jeopardy.

Fundamental reform of the Universal Service system is necessary so that it can
continue to support rural areas. The Commission is working to achieve comprehen-
sive reform to ensure long term sustainability of Universal Service. The Commission
is considering alternatives to the current end-user revenues-based contribution fac-
tor. On the disbursements side, the Federal-State Joint Board on Universal Service
is considering proposals on the use of reverse auctions. Some of those proposals ini-
tially address the growth of the Fund resulting from the expansion of funding to
the competitive eligible telecommunications carriers, which I believe is an appro-
priate initial focus. This should not adversely affect the support to existing rural
wireline carriers in rural areas. At such time as the Joint Board recommendations
are forwarded to the Commission, I will fully consider the merits of those rec-
ommendations and the comments of the parties.

Question 8. The FCC recently has been granting incumbent providers (ILECs) for-
bearance from regulations on the premise that sufficient competition exists in a spe-
cific market to make enforcement of the regulations unnecessary. However, a Fall
2006 GAO report indicates that the assumptions the FCC uses to determine the ex-
istence of competition may be flawed and further that prices in Phase II areas—
that is, areas where competition is theoretically most intense—are going up. Is that
the case, and if so, are price increases consistent with a competitive market?

Answer. In November, 2006, GAO issued a study that assessed the effect of the
special access rates on competition. The study found that the pricing flexibility plan
reduced, rather than increased, competition in special access services. I look forward
to reviewing the positions of the various carriers, user groups and the analysis of
GAO in working out the best approach for assuring that special access rates foster
competition in the context of the Commission’s pending special access proceeding,
as more fully discussed in response to Question 10., below.

Question 9. Is forbearance for the ILECs in the public interest?
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Answer. Section 10 of the Communications Act provides that the Commission
must make a determination that a forbearance petition filed by a telecommuni-
cations carrier is in the public interest before it grants the petition. Each petition
must be judged based on the criteria set forth in Section 10. I have been recused
from each of the forbearance petitions that the Commission has acted upon since
my coming to the Commission in June 2006, by virtue of my former employer’s par-
ticipation in those forbearance proceedings. Therefore, I have had no experience as
a Commissioner upon which to base a position on the forbearance decision-making
process at the Commission. However, I will weigh the merits of each forbearance
petition that I am permitted to participate in against the statutory criteria for
granting forbearance petitions and act consistently with those criteria.

Question 10. A proceeding to investigate the rates, terms and conditions for inter-
state special access services has been pending for a number of years. What is the
status of the FCC’s special access proceeding? What steps are being taken to speed
resolution of this matter?

Answer. The issue of what price cap rules should apply to special access services
after 2005 and whether the pricing flexibility rules should be modified or repealed
is the subject of a Commission Notice of Proposed Rulemaking. In the meantime,
the CALLS plan was intended to run until June 30, 2005, but it continues to remain
in effect for price cap carriers. The November, 2006, GAO special access study, re-
ferred to in response to Question 8., above, addresses the issues raised in that Com-
mission proceeding and the substance of those findings will be considered when the
Commission reaches a decision on special access reforms. As I indicated above, I will
review the analysis of GAO, as well as the positions of the various carriers, and user
groups in working out the best approach for assuring that special access rates foster
competition. With regard to timing of action on the special access proceeding, I refer
the Committee to the Chairman’s office, in view of the fact that he sets the Commis-
sion’s agenda.

Question 11. Some say that the dispute between Mediacom and Sinclair signals
a new period of confrontation between broadcasters and distributors. How many
complaints involving retransmission consent disputes has the Commission received
in the last couple of years? Is there any trend within that data that may be useful
to consider? How long does the Commission typically take to resolve those com-
plaints?

Answer. While the dispute between Mediacom and Sinclair was particularly con-
tentious, the vast majority of retransmission consent disputes are resolved privately
between the negotiating parties without either party seeking recourse before the
Commission. It is clear that more broadcasters are seeking compensation for their
programming from cable operators. What remains to be seen is whether the market-
place players will adapt to this change through commercial means or whether they
will seek regulatory solutions. We will watch these developments carefully. I re-
spectfully refer you to Chairman Martin and the Media Bureau regarding the spe-
cific number of complaints and specific time frames for resolution.

Question 12. One issue specifically important for public radio stations is the op-
portunity to file for and receive additional reserved FM spectrum. It has been al-
most 7 years since the FCC provided the public with an opportunity to build new
noncommercial educational stations on reserved FM spectrum. When will the FCC
open a filing window for new reserved-FM noncommercial stations? Will the FCC
provide public notice of a filing window sufficiently in advance to permit non-profit,
governmental, and other potential applicants adequate time to participate?

Answer. The Commission currently has under consideration a memorandum opin-
ion and order that will result in the opening of a new filing window for noncommer-
cial educational (NCE) FM station applications. The comparative point system that
the Commission developed to resolve mutually exclusive NCE applications has been
the subject of several judicial challenges that have delayed our implementation of
the system for several years. In light of recent court decisions, the Commission is
now prepared to process approximately 200 mutually exclusive applications for new
or modified NCE FM stations. After processing these long-pending applications and
granting licenses to the winning applicants, we will open a new filing window. We
are also giving careful consideration to the amount of time potential applicants will
need to be sufficiently prepared to participate in the new filing window.
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RESPONSE TO WRITTEN QUESTION SUBMITTED BY HON. FRANK R. LAUTENBERG TO
HoN. ROBERT M. MCDOWELL

Question. In approximately 2 years, broadcasters will shift to digital television.
There are over 200,000 homes in New Jersey that rely exclusively on over-the-air
television. Do you think most Americans are educated about this transition today?
What role will the FCC play in preparing the public for this transition?

Answer. While a foundation has been laid for progress on this front, work still
needs to be done to educate consumers about the digital transition, the February
17, 2009 deadline and consumers’ options for digital television equipment, whether
they be over-the-air, cable or satellite customers. In addition to our technical and
policy work to make the transition date a reality, the Commission has launched a
consumer education website about the transition, www.dtv.gov, which provides a
great deal of practical information about the transition. We also are consulting with
NTIA as it implements the digital-toanalog converter box program, which will en-
able over-the-air broadcast television viewers to view DTV programming. I was
pleased to hear that the National Association of Broadcasters, the National Cable
Telecommunications Association and the Consumer Electronics Association are
banding together for a consumer education initiative as well. With private and pub-
lic selt):icor efforts combined, we can ensure as smooth a transition for consumers as
possible.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. MARK L. PRYOR TO
HoN. ROBERT M. MCDOWELL

Question 1. Over the past 4 years, consumers have enjoyed the successful emer-
gence of a number of new players in the audio marketplace. Satellite radio and
Internet radio now reach tens of millions of listeners every week, and portable MP3
players and iPods have become common household items. Digital Cable and DBS
offer dozens of channels of uninterrupted music, and Wi-Max technology is evolving
that will soon allow Internet-based listening options in automobiles.

Would the Commissioners agree that the competitive landscape has changed dra-
matically in the audio market over the past few years? And would the Commis-
sioners agree that this trend is only likely to continue for the foreseeable future?”

Answer. I agree that the competitive landscape in the audio market has changed
dramatically in recent years and that these changes have given consumers an un-
precedented amount of choices and control for music, news, sports, talk and other
entertainment. I am optimistic that the trend will continue as entrepreneurs both
big and small continue to innovate. I hope that the Commission’s engineering work
will enable these new technologies to flourish and that our policies will regulate
only when the market fails and otherwise will “get out of the way” of marketplace
developments.

For example, the Commission soon will issue our service rules and other licensing
and operational requirements in the digital audio broadcasting, or in-band on-chan-
nel (IBOC), proceeding. I hope these rules will provide both the regulatory certainty
and the flexibility that the industry needs to expedite the transition to digital radio
and to provide higher quality audio, diverse programming and innovative data serv-
ices to the public. I applaud the “early adopters” IBOC technology for taking the
initiative and embracing the capabilities of digital radio, particularly multicasting,
to provide their listeners with better quality sound and expanded programming op-
tions, particularly for underserved and niche audiences. Many groups have brought
the issue of public interest obligations to the fore in this proceeding. I think it is
appropriate to defer consideration of new public interest obligations or other addi-
tional regulation of digital radio until stations using this nascent technology have
had time to find their place in the free market. We will of course keep close watch
over industry developments.

Question 2. Consumers in many rural areas currently are not able to enjoy the
same benefits wireless services offer as their urban counterparts enjoy. Due to low
user concentration, the cost of providing high quality wireless service in rural areas
is frequently more expensive than is possible in higher-density urban areas. Des-
ignation of wireless carriers as ETCs, which permits these carriers to receive sup-
port from the Universal Service Fund (“USF”), can help to ensure that all Ameri-
cans enjoy the benefits of competition and high-quality wireless services. What steps
has the FCC taken to ensure that wireless coverage is extended to all Americans,
regardless of where they live, and to ensure that Americans living in rural areas
have the opportunity to subscribe to high-quality wireless services?
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Answer. I am pleased that the Commission is adopting policies to encourage in-
creased broadband deployment for the benefit of American consumers. Current de-
ployment figures, coupled with recent and impending FCC actions, suggest that
wireless broadband offers great opportunities for broadband deployment in all areas
of the country, including rural communities. I am fully committed to ensuring that
the Commission takes advantage of all opportunities to spur technological innova-
tion and increased access to advanced broadband wireless services by all American
conslzlmers, businesses and public safety agencies, no matter where they live or
work.

There is hope on the horizon for bringing more broadband to rural America in
particular. Despite notions to the contrary, significantly more Americans are adopt-
ing broadband services each day. The FCC recently released a status report on high-
speed services for Internet access. As set forth in the January 2007 High-Speed
Services Report, as of June 30, 2006, high-speed lines connecting homes and busi-
nesses to the Internet increased by 26 percent during the first half of 2006; from
51.2 million to 64.6 million lines in service. And, for the full twelve month period
ending June 30, 2006, high-speed lines increased by 52 percent (or 22.2 million
lines). The January 2007 High-Speed Services Report notes that wireless growth
was significant during the first 6 months of 2006. Mobile wireless broadband con-
nections showed the largest percentage increase: from 83,503 at the end of 2005,
to 1.91 million by mid-2006—an increase of 2,187 percent in just 6 months. While
I acknowledge criticism that the report relies upon the relatively slow speed of 200
kbps as a baseline, I find this data encouraging nonetheless.

As indicated by the phenomenal overall growth of broadband penetration, espe-
cially in the wireless sector, these statistics are exciting. I acknowledge, however,
that we must continue to build on our success and we must never rest. I believe
that the Commission must continue to move forward to facilitate access in all areas
of the country, whether urban, suburban, or rural. We must pave the way for entre-
preneurs who are ready, willing and able to invest and take the risks necessary to
accelerate the development and roll-out of advanced services for an array of cus-
tomers.

This year in particular the Commission is in an excellent position to ensure that
wireless licenses are disseminated among a wide variety of applicants, and we have
been working hard to open new windows of opportunity for as unlicensed operators,
as well. I am excited about our work to prepare for the 700 MHz auction, as well
as future deployment in the white spaces, because I am hopeful that the competitive
opportunities presented by these proceedings will broaden the opportunities avail-
able to entities seeking to enter the wireless marketplace.

I also want to note that the Commission recently favorably ruled on a request for
waiver seeking authority to design, build and operate its network at higher powers.
In granting this request, we enabled this entrant to ultimately roll-out an innova-
tive and exciting mobile broadband video service to American consumers living in
urban, rural, insular and tribal areas. This is precisely the type of action the Com-
mission must continuously and expeditiously take to provide the certainty necessary
for our country’s entrepreneurs to forge ahead with advanced broadband offerings.

I am hopeful that, by eliminating the barriers that may hinder new entrants from
constructing new delivery platforms and owners of existing platforms to upgrade
their facilities, our work will result in more choices for consumers and more com-
petition among different broadband platforms. This should, in turn, result in lower
prices for consumers and a corresponding increase in delivery to consumers living
and working in rural, insular and tribal areas.

Question 3. Following the natural disasters that recently hit the Gulf Coast region
wireless services provided emergency personnel, utility repairmen and residents
with the only immediate means for communicating. In light of the experience of the
Commission from Hurricane Katrina and other disasters, please describe the role
wireless services fill with respect to emergency response and disaster recovery dur-
ing times of crisis?

Answer. The destruction wrought by Hurricane Katrina against communications
companies’ facilities in the region, and therefore to the services upon which citizens
rely, was extraordinary. Local wireless networks sustained considerable damage as
more than 1,000 cell sites were knocked out of service by the hurricane. In January
2006, Chairman Martin established the Independent Panel Reviewing the Impact of
Hurricane Katrina on Communications Networks (Independent Panel). The Inde-
pendent Panel finalized its findings and recommendations and submitted its report
on June 12, 2006. On June 19, 2006, the Commission initiated a comprehensive
rulemaking to address and implement the recommendations presented by the Inde-
pendent Panel. This proceeding is currently pending.
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With respect to cellular service and personal communications service (PCS), the
Independent Panel determined that, in general, cellular/PCS base stations were not
destroyed by Katrina. Rather, the majority of the adverse effects and outages en-
countered by wireless providers were due to a lack of commercial power or a lack
of transport connectivity to the wireless switch (T1 line lost or fixed microwave
backhaul offline). Within 1 week after Katrina, however, approximately 80 percent
of wireless cell sites were operational. Cellular base stations on wheels (“COWSs”)
were successfully used as needed to restore service throughout the affected region.
Over 100 COWs were delivered to the Gulf Coast region. In addition to voice serv-
ices, text messaging was used successfully during the crisis. Additionally, wireless
push-to-talk services appeared to be more resilient than interconnected voice service
inasmuch as this service does not necessarily rely upon connectivity to the public-
switched telephone network.

In addition, the Independent Panel found that paging systems seemed more reli-
able in some instances than voice/cellular systems because paging systems utilize
satellite networks, rather than terrestrial systems, for backbone infrastructure. The
Independent Panel found that paging technology is also inherently redundant (mes-
sages may still be relayed if a single transmitter or group of transmitters in a net-
work fails), and reliable (paging signals penetrate buildings very well). During the
crisis, paging systems were effective at text messaging and were equipped to provide
broadcast messaging.

Finally, the Independent Panel found that satellite networks appeared to be the
communications service least disrupted by Hurricane Katrina. As a result, both
fixed and mobile satellite systems provided a functional, alternative communications
path for those with adequate training and equipment preparation located within the
storm-ravaged areas. The Independent Panel noted that mobile satellite operators
reported large increases in satellite traffic without any particular network/infra-
structure issues, and that users observed that satellite data networks (replacing T1
service) were more robust and had fewer difficulties in obtaining and maintaining
communications with the satellite network than voice services.

Question 3a. If a petitioner for ETC designation meets the statutory criteria and
has consistently been the only service provider to remain operative in certain areas
during natural disasters despite the presence of other carriers (including other
ETCs) in those areas, would you view the designation of the petitioner as an ETC
to be in the public interest?

Answer. Based on the hypothetical scenario outlined, and if there were no addi-
tional mitigating factors, I believe that the designation of such a petitioner as an
ETC would be in the public interest.

Question 3b. Some of the areas hardest hit by recent natural disasters were un-
derserved communities. To the extent a petitioner for ETC designation that meets
the statutory criteria for ETC designation has demonstrated a strong commitment
to serving rural and underserved communities since well before designation as an
ETC, would the designation of the petitioner as an ETC be in the public interest?
If not, please explain why.

Answer. Based on the hypothetical scenario outlined, and if there were no addi-
tional mitigating factors, I believe that the designation of such a petitioner as an
ETC would be in the public interest.

Question 4. The FCC has committed to resolve, within 6 months of the date filed,
all ETC designation requests for non-tribal lands that are properly before the FCC.
How many petitions for ETC designation are currently pending at the FCC?

Answer. Because the requested information is under the purview of the Chair-
man’s office, I refer the Committee to the answer provided by Chairman Martin to
this question.

Question 4a. What is the average length of time that the ETC Petitions currently
before the FCC have been pending? Of these petitions, what is the earliest filing
date? How many of these petitions were filed in 2004 or earlier?

Answer. Because the requested information is under the purview of the Chair-
man’s office, I refer the Committee to the answer provided by Chairman Martin to
this question.

Question 4b. How many petitions for ETC designation did the FCC act on in
2006?

Answer. Because the requested information is under the purview of the Chair-
man’s office, I refer the Committee to the answer provided by Chairman Martin to
this question.

Question 4c. How many petitions for ETC designation did the FCC act on in 2005?
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Answer. Because the requested information is under the purview of the Chair-
man’s office, I refer the Committee to the answer provided by Chairman Martin to
this question.

Question 4d. How many petitions for ETC designation did the FCC act on in
2004?

Answer. Because the requested information is under the purview of the Chair-
man’s office, I refer the Committee to the answer provided by Chairman Martin to
this question.

Question 4e. What does the FCC intend to do about the backlog of pending ETC
petitions?

Answer. Because the Chairman sets the Commission agenda, I refer the Com-
mittee to his office regarding the status and timing of action on pending ETC peti-
tions.

Question 4f. How soon does the FCC intend to act upon ETC petitions that have
been pending for more than 6 months?

Answer. Because the Chairman sets the Commission agenda, I refer the Com-
mittee to his office regarding the status and timing of action on pending ETC peti-
tions.

Question 4g. Do you believe that Americans living in rural areas and the carriers
who have filed ETC Petitions deserve to have those petitions acted upon promptly
rather than simply kept pending without a yes or no answer? If you do not, please
explain why.

Answer. Yes. I have consistently held that regulatory expediency and certainty
are important to the public interest.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. AMY KLOBUCHAR TO
HoN. ROBERT M. MCDOWELL

Question 1. In a September 8, 2005 report, the FCC stated, “Our review of the
record does not lead us to recommend any changes to the retransmission consent
regime at this time.” What if any steps have you taken since that time to review
and assess the retransmission consent regime; what if any additional conclusions
have you reached; what if any plans do you have for additional formal or informal
review; and what do you perceive to be the strengths and weaknesses of the retrans-
mission consent process?

Answer. The Commission has continued to assess the retransmission consent re-
gime through review and investigation of complaints filed with us. As you know, the
recent dispute between Mediacom and Sinclair Broadcasting was particularly con-
tentious. I am pleased that these companies were able to reach a retransmission
consent agreement on the eve of the Super Bowl. We followed their dispute closely
and on November 26 of last year, had convened a meeting with the principals from
both companies, in addition to Commissioner Adelstein, in the hopes that they
would return to the negotiating table and reach an agreement for carriage of the
Sinclair stations on terms satisfactory to both sides.

Pursuant to statute, the Commission has adopted rules regarding the obligations
of both broadcasters and cable operators to negotiate retransmission consent agree-
ments in good faith. Beyond those rules, under current law retransmission consent
agreements are privately negotiated commercial transactions. I hesitate to have the
Commission place its thumb on the scale in favor of either side.

Recently, we have had meetings with a few parties interested in changing the re-
transmission consent regime. Most of those changes would have to be made by the
Congress. I am listening to these proposals with an open mind and look forward to
any guidance the Congress may have.

Question 2. Section 10(a) of the Communications Act allows the Commission to
forbear from applying any regulation or any statutory provision to a particular or
multiple telecommunications carriers or services, in any or some geographic mar-
kets, if certain criteria are met—most notably that competition exists in the market
and that such relief is in the public interest. The FCC recently has been granting
incumbent providers (ILECs) forbearance from regulations on the premise that suffi-
cient competition exists in a specific market to make enforcement of the regulations
unnecessary. What are each of your respective positions on the conditions and cir-
cumstances under which forbearance for ILECs is appropriate?

Answer. Section 10 of the Communications Act directs the FCC to forbear from
applying any regulation or provision of the Act to a telecommunications carrier or
service, or class of carriers or services, if the Commission determines that: “(1) en-
forcement of such regulation or provision is not necessary to ensure that the
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charges, practices, classifications, or regulations by, for, or in connection with that
telecommunications carrier or telecommunications service are just and reasonable
and are not unjustly or unreasonably discriminatory; (2) enforcement of such regula-
tion or provision is not necessary for the protection of consumers; and (3) forbear-
ance from applying such provision or regulation is consistent with the public inter-
est.”

Since I have been recused from each of the forbearance petitions voted on by the
Commission since coming to the Commission in June 2006 by virtue of my former
employer’s participation in those forbearance proceedings, I have had no participa-
tion in the forbearance decision-making process as a Commissioner. However, I will
weigh the merits of each forbearance petition that I am permitted to participate in
against the statutory criteria for granting forbearance petitions and act consistently
with those criteria.

Question 3. From the City of Saint Paul (similar questions were raised by Burns-
ville/Eagan Community Television and the Northern Suburban Communications
Commission):

The Order issued by the FCC on December 20, 2006 allows new franchise en-
trants to “cherry pick” the neighborhoods in our communities, rather than bring
true competition to all of our businesses and residents. This would allow new
entrants to serve or upgrade only the profitable areas of Saint Paul [and other
cities and towns], leaving many of our residents on the wrong side of the “dig-
ital divide.”

The Order authorizes a new entrant to withhold payment of fees that it deems
to be in excess of a 5-percent franchise fee cap. This could completely under-
mine support for both Saint Paul’s [and other cities’ and towns’] very successful
public, educational and government (PEG) operations.

The Order imposes a 90-day shot clock for new entrants with existing rights of
way, opening the potential to reduce Saint Paul’s [and other cities’ and towns’]
ability to manage its rights-of-way.

The Order authorizes a new entrant to refrain from obtaining a franchise when
it is upgrading mixed use facilities that will be used in the delivery of video
content.

Saint Paul believes that the policy goals of the Order are laudable but strongly
disagrees with the method and substance of the decision taken by the FCC. How
do you respond to each of these concerns, and how do you respond to the claim that
the FCC exceeded its authority in adopting this order?

Answer. The order we adopted strikes a careful balance between establishing a
de-regulatory national framework to clear unnecessary regulatory underbrush, while
also preserving local control over local issues. It guards against localities making
unreasonable demands of new entrants, while still allowing those same localities to
be able to protect important local interests through meaningful negotiations with as-
piring video service providers.

On the important issue of build-out requirements, we preserve local flexibility to
implement important public policy objectives, but we don’t allow localities to require
new entrants to serve everybody before they serve anybody. By finding that certain
specified costs, fees and other compensation required by local franchising authorities
(LFAs) must be counted toward the 5 percent cap on franchise fees, we are inter-
preting the applicable statute, not changing the law. Regarding the “shot clock,”
LFAs remain free to deny deficient applications on their own schedule, but are not
permitted to unreasonably delay decisions on complete applications. Last, should
communications companies decide to upgrade their existing non-cable services net-
works, localities may not require them to obtain a franchise, in accordance with cur-
rent law.

Many commenting parties, Members of Congress, and two of my distinguished col-
leagues, have legitimately raised questions regarding the Commission’s authority to
implement many of these initiatives. I have raised similar questions. After addi-
tional study, I feel that we are on safe legal ground. The Commission has ample
general and specific authority to interpret and implement Section 621 and to issue
these rules under several sections including, but not limited to, sections: 151, 4(),
201, 303(r), 622, 706 and many others. Furthermore, a careful reading of applicable
case law shows that the courts have consistently given the Commission broad dis-
cretion in this arena, including the authority to grant interim relief to requesting
parties.
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RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. TED STEVENS TO
HoN. ROBERT M. MCDOWELL

Question 1. What is the current status of any proposals to use auctions to deter-
mine universal service support?

Answer. The Federal-State Joint Board on Universal Service met on February 20,
2007, to consider reverse auctions. Specific reverse auction proposals have been ad-
vanced by Verizon, the Cellular Telecommunications Industry Association, and
Alltel, as well as a proposal by Embarq to target support to highest cost areas. The
Joint Board indicated that it intends to make its recommendations to the FCC in
the next several months. At that time, we will seek comments on the merits of the
recommendations. The Commission will have up to a year to complete any pro-
ceedings to implement those recommendations, pursuant to Section 254(a)(2) of the
Communications Act. Because the Chairman sets the Commission’s agenda, I refer
the Committee to his office regarding the status and timing of further action.

Question 2. Do you believe any of the proposals submitted to the Joint Board are
viable alternative approaches to universal service support and can adequately sup-
port rural carriers like those in Alaska?

Answer. As I have indicated, the Universal Service system has been instrumental
in keeping Americans connected and improving their quality of life, particularly in
rural areas such as Alaska. However, this system is in dire need of comprehensive
reform. Universal Service Fund disbursements have grown significantly from ap-
proximately $4.4 billion in 2000 to approximately $6.5 billion in 2005, almost a 50
percent increase, and are projected to continue to rise at similarly exponential rates.
This is compared to an overall inflation rate of only 13 percent for the same 5 year
period. We simply cannot afford to continue to let the Fund grow unchecked. Other-
wise, the future of the Universal Service Fund will be in jeopardy.

Fundamental reform of the Universal Service system is necessary so that it can
continue to support rural areas such as Alaska. The Commission is working to
achieve comprehensive reform to ensure long term sustainability of Universal Serv-
ice. The Commission is considering alternatives to the current end-user revenues-
based contribution factor. On the disbursements side, the Federal-State Joint Board
on Universal Service is considering proposals on the use of reverse auctions, as indi-
cated in response to Question 1., above. Some of those proposals initially address
the growth of the Fund resulting from the expansion of funding to the competitive
eligible telecommunications carriers, which I believe is an appropriate initial focus.
This should not adversely affect the support to existing rural wireline carriers in
areas such as Alaska. At such time as the Joint Board recommendations are for-
warded to the Commission, I will fully consider the merits of those recommenda-
tions and the comments of the parties.

Question 3. When Chairman Powell visited a remote Eskimo village in Alaska, his
plane got stuck in the mud on the unpaved runway during take-off. He and his staff
whipped out their cell phones to try to call for help, but they didn’t work. No roam-
ing agreements. The villages call came and pulled his plane out of the mud, but he
was not able to call his wife to tell her he was running late. I am pleased to report
that the runway is now being paved, but the roaming problem has yet to be re-
solved. Many small cell phone companies in Alaska have been unsuccessful in get-
ting the large national carriers to respond to their desires to arrange roaming agree-
ments. As data, video, and other services are transmitted to mobile devices this
problem will only grow more acute. What can you do to address this problem, and
what is the timeframe for moving forward?

Answer. Over the course of my brief tenure, I have traveled to remote areas of
Alaska such as those described in this question. I have also met with a number of
parties regarding wireless roaming obligations. Certainly it is important that all
American consumers, no matter where they live, work or travel, have the ability to
benefit from competitive wireless services. As a result of my introduction to this
issue, I have come to recognize and appreciate the complicated legal and economic
factors involved. Although I cannot predict the timeframe for moving forward (given
that the Chairman sets the agenda for the Commission), I will continue to work on
and analyze this important issue. In the meantime, I strongly urge the private sec-
tor to forge a resolution.

Question 4. 1 continue to have concerns that too often domestic satellite services
do not offer service to Alaska and Hawaii. In last year’s Senate Communications
Bill, a measure was included to require satellite operators to make good faith efforts
in their satellite planning and development to ensure service to the entire United
States. Are there measures that the FCC could take independent of Congressional
legislation to ensure better service to Alaska and Hawaii?
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Answer. In broad terms, I believe that effective digital broadcast services (DBS)
are those that are ubiquitous. Therefore, the Commission must continuously encour-
age new entrants and new technologies that drive down the cost of services so that
all American consumers—no matter where they live—will benefit from the resulting
economies of scale.

I understand that EchoStar and DIRECTV, the leading DBS providers that serve
the continental U.S., also offer packages to consumers located in Hawaii and Alaska.
I understand that DIRECTYV offers local stations as well. In fact, the Commission’s
rules require providers to serve the entire United States, including Alaska and Ha-
walii, if technically feasible. Last summer, I voted to support the Commission’s re-
lease of a notice of proposed rulemaking to analyze the possibility of licensing addi-
tional satellites at reduced orbital locations. Although that proceeding is pending,
it is my hope that, in the long term, additional satellite capabilities would improve
the ability of all American consumers, including those in Alaska and Hawaii, to re-
ceive additional broadcast content at reasonable prices. In the meantime, the Com-
mission will continue to vigilantly enforce its rules in this area.

Question 5. The FCC frequently faces the problem of making tough policy deci-
sions that are wrapped in technological debates. There are several waivers pending
at the FCC that deal with CableCARDs. What is the impact on the consumer and
the impact on the development and deployment of downloadable security? How will
these petitions be considered and will the full Commission address these issues?

Answer. As you know, the CableCARD issue presents several extremely com-
plicated technological and policy issues. I believe that technological innovation and
competition will solve most challenges eventually and bring consumers more choices.
I applaud the Beyond Broadband Technology (BBT) group for filing the summary
of its downloadable security proposal on December 21, 2006, and I look forward to
learning more about how it is engineered. I hope that innovation, in this case devel-
oping downloadable security options, and private sector negotiation will provide an-
swers that are workable for the cable and consumer electronics industries and bene-
ficial to consumers. I strongly encourage a speedy private sector resolution to this
challenge.

With respect to the requests for waivers of the integration ban filed with the FCC,
the three orders issued by the Media Bureau (addressing the waiver requests of
Comcast, BendBroadband and Cablevision) appears to attempt to strike a balance
between our Congressional mandate to foster competition and consumer choice in
the market for navigation devices and the development of new digital technologies
and services by cable companies. These cable operators and others contend that
waivers of the integration ban for low-cost, limited capability set-top boxes are in
the public interest because the integration ban could retard innovation and increase
costs for consumers. On the other hand, several members of the consumer elec-
tronics industry argue that common reliance on CableCARDs must be enforced,
without granting the waivers requested, to foster competition in the market for
navigation devices.

Because the Chairman determines our agenda, I am unsure whether the full Com-
mission will address the pending waiver requests. Comcast has filed a petition for
review by the full Commission of the Media Bureau’s denial of its waiver request.
If called upon to consider these issues, I will examine closely the impact of our pol-
icy proposals on consumers and on the technologies being developed in the market-
place.

Question 6. Obviously we are all concerned about the new frontiers that can be
created on the Internet for pedophiles and child pornographers. To advance the safe-
ty of our children, everyone must do their part. Is there more that the Internet serv-
ice providers can be doing to help law enforcement and does the FCC need any addi-
tional authority from Congress to ensure that entities under the Commission’s au-
thority are doing their part?

Answer. Protecting our children from new dangers created by new technologies
should be among the highest priorities for government. As a father of two young
children, I am personally concerned about online predators. And, I am grateful for
the important work undertaken by the National Center for Missing & Exploited
Children (NCMEC) in Alexandria, Virginia. I visited the NCMEC headquarters last
fall and I am impressed with their extraordinary capabilities and diligence.

While the Commission has some authority to regulate the Internet under Title I,
we do not have direct authority to regulate Internet content. That rests with the
Department of Justice. Accordingly, the Commission does not have experience with
enforcement actions against pedophiles and child pornographers. Thus, from the
FCC’s perspective, it is difficult to evaluate the adequacy of the role that Internet
Service Providers are playing in cooperating with law enforcement on this important
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matter. I stand ready to support whatever the Commission can do within its limited
jurisdiction to protect our children against the abuses by pedophiles and child por-
nographers. Furthermore, I look forward to working with Congress on this ex-
tremely important matter.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. OLYMPIA J. SNOWE TO
HON. ROBERT M. MCDOWELL

Question 1. Is it true that eleven years ago Congress required the FCC to adopt
a new universal service mechanism that ensures that local telephone rates in rural
areas are reasonably comparable to rates in urban areas?

Answer. As amended by the Telecommunications Act of 1996, Section 254(a) of the
Communications Act directed the FCC to institute within 1 month a Federal-State
Joint Board to recommend changes to the Universal Service regulations, including
the definition of supported services. Although I was not a member of the Commis-
sion then, the Joint Board was required to make its recommendations to the Com-
mission 9 months after enactment of the Telecommunications Act of 1996, which it
did in November 1996. The Commission then was required to complete its pro-
ceeding to implement the recommendations within fifteen months of enactment of
the Telecommunications Act of 1996. The Commission considered the Joint Board
recommendations when it adopted its First Report and Order in the Universal Serv-
ice proceeding, CC Doc. No. 96-45, 12 FCC Red 8776 (1997).

Question 2. Is it true that the 10th Circuit Court of Appeals has twice remanded
the FCC’s method of providing universal service support for rural customers served
by larger carriers?

Answer. Yes, the 10th Circuit Court of Appeals issued its decision in Qwest Corp.
v. FCC, 258 F.3d 1191 (2001) (Qwest I), in which it found that the FCC had not
adequately defined the term “reasonably comparable” and “sufficient,” had not ex-
plained setting of the benchmark at 135 percent of the national average, had not
provided inducements for state universal service mechanisms, or explained how the
non-rural funding mechanism would interact with other universal service programs.
On those findings, the Court remanded the decision to the Commission. The 10th
Circuit issued its second decision in Qwest Corp. v. FCC, 398 F.3d 1222 (2005)
(Qwest II), in which it found that again the Commission had not defined the terms
“reasonably comparable” and “sufficient,” that the support mechanism was invalid,
and that the Commission had not demonstrated a valid relationship between costs
and rates. The Court again remanded the decision to the FCC.

Question 3. Is it true that the second decision was issued in February of 2005 with
the court expressing an expectation that the FCC would respond expeditiously?

Answer. Qwest II was issued in February 2005. In that decision, the Court de-
clined to impose an arbitrary deadline for the Commission to act on remand, as re-
quested by the petitioners. However, the Court did state that it expected the FCC
to comply with its decision “in an expeditious manner.” 398 F.3d at 1239. In re-
sponse to that 10th Circuit decision, the Commission issued a Notice of Proposed
Rulemaking on December 9, 2005 (Notice) seeking comments on the Universal Serv-
ice support mechanism for non-rural carriers.

Question 4. What steps will the FCC take now to ensure that it meets its obliga-
tions to the rural residents of large incumbent carriers? Will you commit that the
FCC will take action on this remand during the next 6 months?

Answer. As set forth in the FCC’s Notice, comments were due by March 27, 2006
and reply comments by May 26, 2006. Since the Chairman of the FCC determines
the Commission’s agenda, I refer the Committee to his office regarding the status
and timing of further action on the issues raised in the Notice.

Question 5. Now that the Antideficiency Act (ADA) exemption has expired, what
kind of guarantees can you give that there will be no further E-Rate program shut
downs or delays?

Answer. The Continuing Resolution adopted by Congress for this Fiscal Year in-
cludes an Antideficiency Act exemption for the Universal Service Fund, including
the E-Rate program. This exemption assures that the Universal Service Fund is pro-
tected during the current Fiscal Year from disruption that might have otherwise
been caused by the Antideficiency Act. In addition, I note that Senator Stevens’ Uni-
versal Service for Americans Act includes a permanent exemption of the Fund from
the Antideficiency Act, which I support. I know of no attempts to shut down the
E-Rate program, nor would I support any such efforts unless mandated by law.

Question 6. Can you tell us how much USAC has in its E-Rate accounts currently
and whether those reserves will be sufficient to cover funding?
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Answer. This information is held directly by USAC, which is an independent, not-
for-profit corporation that the Commission has designated as the Universal Service
Fund administrator. As such, USAC is responsible for billing contributors and col-
lecting contributions to the USF support mechanisms. It is my understanding that
the requested information is being provided by Chairman Martin in response to this
question. I am committed to taking all steps necessary that are available to the
Commission to make certain that USAC administers the funds in such a way that
its annual funding commitments for the Schools and Libraries program are ade-
quate.

Question 7. Are you still working with the Office of Management and Budget
(OMB) on a reinterpretation of the ADA that would exempt Universal Service?

Answer. I believe that efforts on behalf of the Commission to work with OMB
have been undertaken directly by Chairman Martin. Now that the Continuing Reso-
lution exempts the Universal Service Fund from the Antideficiency Act for the cur-
rent Fiscal Year, I am not certain of the need for continuing this effort with OMB.

Question 8. Given that AT&T and BellSouth agreed to abide by a definition of
“network neutrality” as part of there merger conditions, do you believe that the ar-
gument that it is impossible to craft such a definition is false?

Answer. I did not participate in the Commission’s consideration of the merger be-
tween AT&T and BellSouth; therefore, I am unable to offer an answer to this ques-
tion.

Question 9. Will you enforce the “network neutrality” provision agreed to as part
of AT&T’s and BellSouth’s gaining approval for the merger?

Answer. Given that I did not participate in the Commission’s consideration of the
merger between AT&T and BellSouth, I am unable to offer an answer to this ques-
tion.

Question 10. Do you consider the U.S. broadband marketplace to be competitive?

Answer. In order to remain competitive, the U.S. must always strive for faster
broadband speeds and ubiquitous deployment. We should never grow complacent or
satisfied. Accordingly, the Commission is adopting policies to encourage increased
broadband deployment for the public, pursuant to Section 7 of the Communications
Act. Current deployment figures, coupled with recent and impending FCC actions,
suggest that wireless broadband offers great opportunities for broadband deploy-
ment in all areas of the country, including rural communities. For instance, I am
optimistic that the 700 MHz auction and availability of spectrum in the white
spaces of the TV broadcast bands will help deployment of broadband in rural areas.
In addition, the Commission’s video franchising decision adopted in December, 2006
extends benefits to new entrants and should further stimulate deployment of fiber.
While it is encouraging that America’s rate of broadband deployment has more than
doubled over the past 2 years,! we must ensure that the Commission takes advan-
tage of all opportunities to spur technological innovation and increased access to
broadband services. Accordingly, we are making it easier for entrepreneurs to con-
struct new delivery platforms more quickly and for the owners of existing platforms
to upgrade their facilities, as discussed below. These policies should result in more
choices for consumers and lead to more competition among different broadband plat-
forms and within them, which should, in turn, result in lower prices for consumers.

Question 11. Do you believe a wireless connection, which is two to four times more
expensive and two to four times slower than DSL or cable, can be a substitute for
a wireline connection to the Internet?

Answer. I am pleased that the Commission is adopting policies to encourage in-
creased broadband deployment for the benefit of American consumers. Current de-
ployment figures, coupled with recent and impending FCC actions, suggest that
wireless broadband offers great opportunities for broadband deployment in all areas
of the country, including rural communities.

This year in particular the Commission is in an excellent position to ensure that
wireless licenses are disseminated among a wide variety of applicants, and we have
been working hard to open new windows of opportunity for unlicensed operators, as
well. I am excited about our work to prepare for the 700 MHz auction, as well as
future deployment in the white spaces, because I am hopeful that the competitive

1From March 2004 to March 2005, the broadband adoption rate grew at 20 percent. Home
Broadband Adoption 2006, Pew Internet & American Life Project (May 28, 2006) at 1. From
March 2005 to March 2006, it accelerated to about a 40 percent penetration rate. Id. The most
current rate has accelerated even faster to 52 percent. High-Speed Services for Internet Access:
Status as of June 30, 2006, Industry Analysis and Technology Division, Wireline Competition
Bureau, FCC (January 2007) at 1.
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opportunities presented by these proceedings will broaden the opportunities avail-
able to entities seeking to enter the wireless marketplace.

I also want to note that the Commission recently favorably ruled on a request for
waiver seeking authority to design, build and operate its network at higher powers.
In granting this request, we enabled this entrant to ultimately roll-out an innova-
tive and exciting mobile broadband video service to American consumers living in
urban, rural, insular and tribal areas. This is precisely the type of action the Com-
mission must continuously and expeditiously take to provide the certainty necessary
for our country’s entrepreneurs to forge ahead with advanced broadband offerings.

I am hopeful that, by eliminating the barriers that may hinder new entrants from
constructing new delivery platforms and owners of existing platforms to upgrade
their facilities, our work will result in more choices for consumers and more com-
petition among different broadband platforms. This should, in turn, result in lower
prices and faster speeds for consumers.

Question 12. How can we ensure that a variety of news and entertainment outlets
will be there if the telephone and cable companies are allowed to limit what people
can see and do online?

Answer. The arguments both for and against net neutrality are at the heart of
this question. I believe this is a healthy debate and I welcome further discussion
of net neutrality. The Internet already is the communications lifeblood of the world
economy and is becoming the primary means of communication for American con-
sumers. It is absolutely essential that broadband network and service providers
have the proper incentives to deploy new technologies. However, it is equally as im-
portant that consumers have the option of pulling, or posting, the content of their
choice anytime, anywhere and on any device. In the one instance where the Com-
mission received allegations that a carrier was blocking ports used for VoIP applica-
tions, it swiftly launched an investigation and entered into a consent decree, thereby
resolving the alleged practices that affected customers’ ability to use VoIP through
one or more VoIP service providers.2 In that situation, we acted swiftly and reso-
lutely, sending a clear signal that we will not tolerate anti-competitive behavior.
The Commission has adopted a Policy Statement that set forth four broad principles
designed “to encourage broadband deployment and preserve and promote the open
and interconnected nature of the public Internet.” It specifically stated that con-
sumers are entitled to: (1) access to Internet content; (2) run applications and use
services of their choice; (3) connect legal devices that do not harm the network; and
(4) competition among network providers, application and service providers and con-
tent providers. I believe that we have the ancillary authority under Title I of the
Communications Act to enforce these principles.

The Commission will continue to monitor this situation and will remain vigilant
in protecting the continued availability of all types of content over the Internet for
consumers. Should we receive evidence of additional anticompetitive conduct, I will
urge the Commission to act swiftly and in the best interest of consumers.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. GORDON H. SMITH TO HON.
ROBERT M. MCDOWELL

Question 1. Under a couple of the conditions, AT&T and BellSouth committed that
for 42 months, they would continue to offer, and would not increase the price of,
unbundled network elements. They also committed not to seek forbearance with re-
spect to unbundled loops and transport. Will these conditions preserve the option
for consumers to purchase high-speed broadband service from companies that com-
bine an AT&T/BellSouth UNE loop with their own electronics and other network fa-
cilities to offer their own high-speed Internet broadband services?

Answer. Given that I did not participate in the Commission’s consideration of the
merger between AT&T and BellSouth, I am unable to offer an answer to this ques-
tion.

Question 2. Has the Commission concluded that it is in the public interest to pre-
serve additional broadband options for consumers through these UNE the AT&T/
BellSouth merger conditions?

Answer. Given that I did not participate in the Commission’s consideration of the
merger between AT&T and BellSouth, I am unable to offer an answer to this ques-
tion.

2In the Maiter of Madison River Communications, LLC and affiliated companies, File No. EB—
05-IH-0110, Order, DA 05-543, rel. March 3, 2005.
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RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. JOHN THUNE TO
HoN. ROBERT M. McDOWELL

Question 1. Even as we are strategizing on how to complete the deployment of
DSL and cable modem broadband networks to the hard to reach places of our coun-
try, other countries are well on their way to deploying next-generation fiber net-
works. High-speed fiber will change how we use the Internet similar to the change
we saw between dial-up and broadband. Is there anything Congress can be doing
to help speed the deployment of our high-speed fiber network here at home, and in
rural areas particularly?

Answer. I believe that broadband deployment, including to rural areas, is occur-
ring more rapidly than some recent reports reflect, although we should never be-
come complacent and always strive for faster speeds and more ubiquity. Signifi-
cantly more Americans are adopting broadband services each day. The FCC recently
released a status report on high-speed services for Internet access. As of June 30,
2006, high-speed lines connecting homes and businesses to the Internet increased
by 26 percent during the first half of 2006; from 51.2 million to 64.6 million lines
in service. And, for the full twelve month period ending June 30, 2006, high-speed
lines increased by 52 percent (or 22.2 million lines).

The report reveals that about 14 million lines of the 64.6 million exceed 200 kbps
in one direction. But of those 14 million, 4.2 million users receive ADSL service
which can have download speeds of 1.5 Mbps up to 3 Mbps. An even greater number
of lines exceed 200 kbps in both directions. Specifically, more than 50 million of the
64.6 million broadband lines in service across America exceed 200 kbps in both di-
rections. As a result, I am hopeful that we will soon discard the mediocre bench-
mark of 200 kbps and focus future analyses on much higher speeds.

The report also notes that wireless growth was significant during the first 6
months of 2006. Mobile wireless broadband connections showed the largest percent-
age increase: from a mere 83,503 at the end of 2005, to 1.91 million by mid-2006—
that is a 2,187 percent increase in just 6 months. But we still have far to go. We
should never stop striving for ubiquitous pipes that are fatter and faster.

These numbers, coupled with recent FCC actions, with more on the way, suggest
that wireless broadband is the wave of the future. Clearly the Internet is going
wireless. Wireless technologies offer an additional means to bring advanced, innova-
tive services—and the associated benefits—to rural America. For instance, in the
700 MHz band and in the white spaces, broadband signals can travel longer dis-
tances and penetrate buildings.

Furthermore, the Commission’s action in our video franchising proceeding in De-
cember will help speed the deployment of fiber across America. By making it easier
for entrepreneurs to gain the necessary regulatory approval from local franchising
authorities, they will be able to invest in competitive fiber-based advanced net-
works—and deploy them—more quickly.

In sum, I believe that market forces are working to deploy broadband to all parts
of America, including rural areas. Both Congress and the FCC should be vigilant
and monitor broadband deployment to make sure that rural areas are receiving the
benefits of broadband services.

Question 2. When I speak with some of South Dakota’s rural telephone coopera-
tives and other telecommunications providers, I hear about the large amount of re-
sources they must put toward legal fees to keep pace with the legal and regulatory
maneuvers being made by some of the larger telecommunications providers with
seemingly bottomless pockets for such actions. Some of these small providers hon-
estly think part of the larger competitors’ plan is to beat them through legal fees
instead of the marketplace. The Commission obviously cannot do anything about the
fees lawyers are charging, but they can do something about the speed at which reg-
ulatory decisions are made and the hoops that must be jumped through. How can
the FCC improve its decisionmaking processes so that small telecommunications
providers don’t bear such an imbalanced burden?

Answer. Rural telephone companies have kept rural America connected to the
world for over a century. Not only has providing affordable connectivity to the far
corners of our Nation helped grow America’s economy and maintain our competitive-
ness abroad, it has helped improve the lives of all Americans. Rural areas, just like
the rest of the nation, should have available new technologies and telecommuni-
cations services. This can be best achieved by allowing marketplace forces, rather
than unnecessary regulation, to satisfy consumers’ demands. However, there are
times when the government should address market failure so new entrepreneurial
ideas have a chance to compete in the market place. In those instances where gov-
ernment regulation is necessary, the Commission is bound by the procedural and
due process requirements of the Administrative Procedures Act, the Communica-
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tions Act and the pro-small business mandates of the Regulatory Flexibility Act.
That said, we are always looking for ways to expedite proceedings rather than to
lengthen them unnecessarily.

Question 3. As you know, some media companies and others are pushing for the
repeal of the newspaper cross-ownership ban. They argue that a media outlet own-
ing both the local newspaper and a local broadcast station could make better use
of scarce resources to gather and report the local news. They also argue that the
handful of “grandfathered” newspaper-broadcast combinations, which were in place
before the ban was implemented in 1975, have not shown any gross abuse. Some
consumer groups and others who support keeping the newspaper cross-ownership
ban in place alternatively argue that combining newspaper and broadcast outlets
could reduce competition among media outlets. There could be less incentive to get
“the scoop” or report a contradicting viewpoint. What do you believe would happen
to local news coverage if the newspaper cross-ownership ban was lifted? Do the 1975
grandfathered combinations really provide us with a good example since some of
them are currently owned by those media companies who want to lift the ban? For
example Gannett knows its management of Arizona’s largest newspaper, the Ari-
zona Republic, and television outlet KPNX-TV is under the microscope, so perhaps
their behavior would not be representative of how news gathering would be con-
ducted if the ban was permanently lifted.

Answer. This quadrennial review of our broadcast ownership rules is my first
foray into this area. I am studying the issues with an open mind and trying to hear
from as many viewpoints as I can. I hope we can develop a reasoned approach that
resolves the regulatory uncertainty that followed the appeal of the order the Com-
mission issued in June 2003. As you know, the rules must strike a difficult balance
between taking into account the dramatic changes that have occurred in the media
landscape in recent years and, at the same time, continuing to promote our long-
standing values of competition, diversity and localism. We must also carefully ad-
dress the issues presented to us by Third Circuit in the Prometheus decision.

However, the court’s decision in Prometheus did not find fault with the Commis-
sion’s lifting of the newspaper-broadcast cross ownership ban in 2003. In the current
review, I will carefully consider the evidence in our record and rely on those facts
to decide the issues before us. The evidence regarding the news coverage provided
by the 1975 grandfathered combinations and the competition those combinations
face in their markets will be extremely relevant to our analysis. The behavior of
those companies in those markets provides concrete information about the effect of
lifting the ban. Although I understand your concerns, because these combinations
have been grandfathered for over 30 years, I think we can find the information pro-
vided by their experience to be useful.

Question 4. The closest daily newspaper can be 100 miles away in some parts of
my state. Do you see any particular challenges in providing a diversity of news
viewpoints in rural parts of our country if further media consolidation is allowed
to occur? Some argue local cable news channels and local Internet news sites can
enhance competition and bring out a diversity of viewpoints, but are these answers
going to work in rural communities?

Answer. The size of a market, in terms of both geography and population, is of
great importance in our consideration of the ownership rules. Because the nature
of broadcasting has always been local, we must weigh the effect of our rules on com-
munities of all sizes, whether they be urban, rural or in between. We must also
study the effect of competition from cable and Internet news on local stations. I will
do my best to consider what the evidence shows us with respect to newspaper-broad-
cast combinations in rural markets. I hope that we will hold at least one of our
media ownership field hearings in a rural market so that we can hear directly from
people in a rural community about the challenges they face.

RESPONSE TO WRITTEN QUESTION SUBMITTED BY HON. DAVID VITTER TO
HoN. ROBERT M. McDOWELL

Question. 1 have been alerted to a problem regarding compensation to payphone
providers for coinless calls made from their phones. According to recent FCC statis-
tics, about 6 percent of Louisiana households do not have any type of phone in their
home. During the immediate aftermath of Hurricanes Katrina and Rita, payphones
were the only way many people—both those without any other phones and also
those whose mobile phones were not working due to the networks being over-
loaded—could reach emergency personnel or family and loved ones. Without being
fairly compensated according the rules set forth by the Commission, payphone pro-
viders will not be able to maintain these phones. I have been told that in the last
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2 years since the Commission most recently revised the payphone compensation
rules, a large number of carriers have failed to comply with their obligations under
these rules. I also understand that in December 2006, the FCC issued its first sanc-
tions against one of these carriers that violated these rules. I would appreciate hear-
ing your comments on whether you think the agency has sufficient power and re-
sources under your existing authority to continue to enforce these rules and help
ensure that companies are not able to disregard the Commission’s payphone com-
pensation rules.

Answer. Yes, I do believe that the Commission has sufficient authority to enforce
payphone compensation rules. Those rules are very complicated and require ade-
quate resources to administer. I am committed to acting on those enforcement ac-
tions that are brought before the Commission in an expeditious manner to ensure
that all carriers are fairly compensated for use of their facilities while protecting
the public interest.

O
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