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And a Happy 2010 to all MiCTA Members!

With 2009 being an unbelievable economic roller coaster (what a ride!), we can only hope that the
slightly more positive economic indicators are pointing to a slow-but-sure recovery. Additionally, this
should allow us all to move forward, not only to recovery but to a real and positive advancing of our ICT
operations. I've said throughout this economic crisis that it is imperative in our ICT strategy to include a
forward-looking view, as not doing so but just hunkering-down will stagnate an ICT operation.

In this same vein, with the legislative/regulatory discussion concerning a national broadband plan and its
many tentacles into USF, ICC, special access, wireless/mobile and a host of other items (as well as the
individual discussions on such items), MiCTA members must be forward-looking and thinking regarding
the operational and funding impact of legislative and regulatory reform. I’'m hoping that together we can
keep-up with the many aspects of the changes to-come on the leg/reg front, so we can indeed make wise
decisions in our ICT operations.
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FCC’s National Broadband Plan Prep on Home Stretch

With a monumental challenge being worked with a pretty monumental effort, the FCC is heading down
the home stretch in making its February 17" deadline for having a National Broadband Plan ready to
present to Congress.

One only has to look at the Plan’s website (www.broadband.gov) to get an idea of the scale of such a
massive endeavor.....and to just imagine then how massive will be the implementation of the Plan. | must
admit that | could not keep-up with the requests for information, the responses, etc. | was glad to be able
to watch selected presentations and also to watch the periodic project updates and read the
consolidated information, as trying to read and digest the raw responses, etc., was just too much for any
one person.

In its December 16™ Open Meeting, the FCC presented an update on the progress in readying the plan by
the deadline....which was 63 days and counting at that time. The update focused on reviewing principles
for developing policies for the Plan and to review the framework for the National Broadband Plan. | found
it refreshing that those working this project appear to have a pretty organized and efficient methodology,
as government bodies tend to be the masters of disorganization, unintended consequences, and
unfunded mandates. Thus, while | may not agree with all aspects of the Plan when submitted, | believe
there has been a very reasonable digesting and analysis of the data in reaching the conclusions.

During the December 16 update, considerable time was spent on Universal Service Reform. The
presentation provided an outline of potential short-term, medium-term, and long-term action. One
example of a short-term suggestion was to allow E-rate funded connectivity in K-12 schools to be used in
a “community center” type manner similar to how such connections are used in libraries.

Previously, FCC Chairman Genachowski noted that the USF was “...a powerful tool, maybe the most
powerful tool...” in expanding broadband. | cannot stress enough here that the outcomes regarding
universal service reform must meet-or-beat the rhetoric. We cannot afford to have plans that include
shifting of funds and rely on cost savings, etc., unless those plans actually come to fruition. As noted
earlier, there is a great historical record of Congress, the FCC, and others in the ICT arena enacting and
implementing legislation/regulation on premises that they either know or should know would never
meet the projections, promises, and prognostications. We simply cannot afford or accept an “oops” here.

Because this is such a critical aspect of the future of ICT connectivity in the U.S., | encourage you to
peruse the FCC update, and maybe even dive into the broadband plan website, if you have not already
done so.

To Access:
Press Release of December 16" Meeting:
http://hraunfoss.fcc.gov/edocs public/attachmatch/DOC-295256A1.pdf

Broadband Plan Update Presentation:
http://hraunfoss.fcc.gov/edocs public/attachmatch/DOC-295259A1.pdf

back to page one
White House Announces First Grant/Loan Awards for Broadband
On December 17" Vice President Biden announced the award of the first $182 million in grants and
loans as a part of the $2 billion portion of the overall $7.2 billion broadband expansion aspect of the
Recovery Act.

In this first round of awards, eighteen broadband projects were announced, covering seventeen states
and including $46 million in matching funds using public and private sector capital. The awards involved
middle mile and last mile projects as well as those to specifically expand public-use computer facilities in
libraries, community colleges, and other public venues. Awards were also given to fund projects to
promote or stimulate broadband adoption with groups that traditionally have not been actively using
broadband as much as the population norm. As a part of the Recovery Act, the awards were designed to
provide/save jobs and boost economic development but also to assist in the overall plan to expand
broadband throughout the U.S.

Of the broadband awards, VP Biden noted, “New broadband access means more capacity and better
reliability in rural areas and underserved urban communities around the country. Businesses will be able
to improve their customer service and better compete around the world. This is what the Recovery Act is
all about---sparking new growth, tapping into the ingenuity of the American people and giving folks the
tools they need to help build a new economy in the 21* century.”
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The states receiving grants or loans in this first round include Alaska, Arizona, Colorado/Nebraska,
Georgia, Hawaii, Maine, Massachusetts, Michigan, Minnesota, New Hampshire, New Mexico, New York,
Ohio, Oklahoma, South Dakota, and Washington.

Press Release:
http://www.whitehouse.gov/the-press-office/vice-president-biden-kicks-72-billion-recovery-act-broadband-

program

President’s National Economic Council Report on Broadband Grants:
http://www.whitehouse.gov/sites/default/files/20091217-recovery-act-investments-broadband.pdf

back to page one
Legislation Would Allow FCC to Actually Talk to Each Other
In early December, Congressman Bark Stupak introduced The “Federal Communications Commission
Collaboration Act.” Although this item did not receive much press, if passed this legislation could do more
to advance the FCC’'s work on ICT issues more than almost anything else.

In essence, currently only two FCC Commissioners at a time can sit-down together and discuss items and
issues without it having to be formalized and scheduled as a “public” meeting. This is an aspect of the
government’s Sunshine Act which requires meetings to be observable by the public when a quorum is
present. With the FCC having just five commissioners, three is considered a quorum. Imagine in your
office if you were similarly limited, how much less would be accomplished!

H.R. 4167 would allow non-public informal collaborative and discussion meetings among the
commissioners, but would not allow decisions to be made or votes to be taken during them. There would
also be a requirement that meeting notes/minutes would be published within five days, to maintain the
public openness intent of the Sunshine Act.

Commissioner Michael J. Copps expressed his enthusiasm for the bill when he stated, “l am thrilled by
Congressman Bart Stupak's introduction of the Federal Communications Commission Collaboration Act.
If there was only one action we could take to reform the FCC, this would be my choice. The inability of
Commissioners to get together and talk as a group makes zero sense. The statutory bar on more than
two Commissioners talking together outside a public meeting has had pernicious and unintended
consequences—stifling collaborative discussions among colleagues, delaying timely decision-making,
discouraging collegiality and short-changing consumers and the public interest. For eight years |
have seen first-hand and up close the heavy costs of this prohibition.” Copps also noted that “elected
representatives, cabinet officials, judges, and just about everyone else” have been given the opportunity
to meet informally face-to-face for discussion before public issues are decided, and he sees no reason
why the FCC Commissioners could not do the same, particularly with safeguards built-in to preserve
transparency.

back to page one
Universal Service in the News
FCC Announces Proposed Record 1st Q USF Contribution Factor
On December 11™ the FCC proposed a RECORD USF contribution factor for the first quarter of 2010.......of
a whopping and walloping 14.1%!

As | and a number of others predicted the impending record contribution factor, we based our prediction
on dropping carrier revenues coupled with increased demands on the USF. At first glance, one might
understand how the drop in carrier revenues impacts the contribution factor but question how there are
increased demands on the USF when one of the programs was capped early in the post-Telecom Act of
1996 USF (E-rate) and the High Cost portion of the USF was capped in May 2008. To answer the question
one must look at the other two portions of the USF. Regarding a smaller portion of the increased
demand, the Rural Health Care Program’s cap of $400 million annually seldom even came close to being
reached, but the FCC has instituted rural health pilot projects which are now spending up to that cap to
promote that aspect of the USF. And, as noted by The Voice Report, the Low Income section of the USF
has seen considerable growth. That publication cited Universal Service Administrative Company (USAC)
statistics in stating that this portion of the USF grew almost 40% between 2001 and 2007. Much of this
growth was a result of increased efforts to promote use of the Low Income Fund, as statistics had shown
only a small portion of those eligible for low income support actually signed-up for the program.
However, The Voice Report cites consultant and USF expert Billy Jack Gregg’s astute observation that
current low income support increases are likely a result of demand for prepaid consumer cellphones, as
the program will support subsidies of these cellphones for those in the low income category.
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With projections of 15% USF contribution factors in the short-term bantered about frequently and how
the real unknown of USF reform/broadband expansion could impact USF contribution factors, we all may
be in for a continued interesting ride!

FCC Announcement on 14.1% Contribution Fee:
https://portal.neca.org/portal/server.pt/gateway/PTARGS 0 0 307 206 0 43/http%3B/prodnet.www.neca.org/p
ublicationsdocs/wwpdf/da092588.pdf

USAC USF Support Quarterly Contribution Base Report:
https://portal.neca.org/portal/server.pt/gateway/PTARGS 0 0 307 206 0 43/http%3B/prodnet.www.neca.org/w
awatch/wwpdf/122usac.pdf

back to page one
USF Legislation
Reps. Boucher and Terry Release discussion draft for USF Reform
On November 6", U.S. Representatives Rich Boucher (Va.) and Lee Terry (Ne.) released a discussion draft
of the Universal Service Reform Act of 2009.

Of the draft legislation, Boucher and Terry noted, "The Universal Service Fund is broken. Consumers
currently pay more than twelve percent of long distance revenues into the fund, and that number will
jump to more than fourteen percent next year. Our discussion draft is a comprehensive and forward-
looking measure, which will control the spiraling growth of the Universal Service Fund while ensuring that
universal service support is available to the carriers which rely on it to provide service. The measure will
expand who pays into the Fund, cap the growth of the Fund and modernize the Fund by allowing its use
for the deployment of high speed broadband service.”

The draft legislation addresses:
- Broadband Deployment
Competitive bidding for wireless carriers to receive support
Capping the high-cost section of the Fund; Calls for consistent treatment
Revise contributions to account for VOIP/IP Telephony/Broadband, and revise
methodology;
Put in place better performance measures and audits
Directs FCC to complete Intercarrier Compensation Reform within one year
Addresses Traffic Pumping and Phantom Traffic
Revises Rural Health Care Support
Prohibits the FCC from adopting a restriction on USF for primary line only

The Subcommittee on Communications, Technology and the Internet held an initial hearing on the draft
legislation November 17"

back to page one
Wireless Warning System Advances Toward Implementation
In early December, the FCC announced it had initiated the 28-month period during which those
Commercial Mobile Service (CMS) providers must develop, test, and deploy the Commercial Mobile Alert
System (CMAS).

CMAS was created as a part of the WARN Act. It is a service which wireless providers will voluntarily
engage in to provide timely and accurate mass notification alerts via cellphone and other mobile devices.
It is designed to be used at its top-end for mass notification alerts from the President of the United States
as well as to be used by regional, state, tribal, or local government officials and emergency managers to
provide notifications, drilled-down to the county level (or further, as the system is developed).

The FCC rules establishing the CMAS require an end-to-end architecture, in which a Federal Alert
Aggregator/Gateway would receive, authenticate, and format alerts received by Federal, state, tribal, and
local government agencies and then transmit them over a secure interface to gateways administered by
participating CMS providers. The CMS providers would, in turn, process the alerts and transmit them to
their subscribers” mobile devices.

CMAS is a part of the Integrated Public Alert and Warning System (IPAWS), which is the next-generation
replacement of the Emergency Alert System (EAS), which has been active since 1997. The EAS was a
replacement for the Emergency Broadcast System (EBS), which was used from 1963 to 1997 (remember
those Cold War days of the 1960s?).
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Morgan Stanley Releases Massive Mobile Internet Report

(But Did They Err With Respect to Calculations on Network Capacity?)

In December, Morgan Stanley released a study entitled The Mobile Internet Report, which | would
recommend to anyone as almost required reading.

The report is layed-out in several themes:
e Overview/Mobile Internet Report Set-up
Key Theme 1: Wealth Creation/Destruction Material in New Computing Cycles
Key Theme 2: Mobile Ramping Faster Than Desktop Internet/Bigger Than Most Think
Key Theme 3: Apple Leading in Mobile Innovation + Impact, for Now
Key Theme 4: Game-Changing Communications/Commerce Platforms
Key Theme 5: Growth/Monetization Roadmaps from Japan + Desktop Internet
Key Theme 6: Massive Data Growth Driving Carrier/Equipment Transitions
Key Theme 7: Compelling Opportunities in Emerging Markets
Key Theme 8: Regulators Can Help Advance/Slow Mobile Internet Revolution

Admittedly, | have only skimmed the report excerpt and read completely through two themes, but it was
enough to show me that there is a wealth of data and information in the report. | also found interesting
not only the predictions made by Morgan Stanley on what the future and evolution of mobile Internet
development will be, but using the data provided to determine whether | agree with those predictions.

It was in one of those data checks that | found what may be something they did not factor when
considering wireless network congestion potential. You may recall in the November 2009 Leg/Reg
“Special Update” an article entitled “Smartphones are Surprise Pressure on Wireless Nets.” | wrote the
article because of my “day-job” interest in wireless network congestion, in-building networks, DAS
systems, etc. The article cited a study from Airvana, Inc. that, among other things, stated that the
network signaling load from smartphones consumes more network resources than the data itself. Well,
when the Morgan Stanley report calculates what it believes to be the “Aggregate Mobile Data Network
Supply” compared with data usage demand, | don’t believe they are including the signaling demands on
the network. Thus, when they reach the conclusion that there is sufficient aggregate wireless network
supply in North America to handle the aggregate demands “well through 2013 without any upgrades to
the network,” | tend to disagree......particularly when | speak with wireless providers who are scrambling,
and | mean scrambling, to not only meet demand today....but they literally break a sweat when talking
about near-term future demands.

Whether they erred in that instance or not, | am really anxious to review much more of this report, as it
discusses a number of items we’re all going to be dealing with.....sooner or later

The report is provided in a 92-slide excerpt; a 659-slide presentation; a 424-page report; or within the
424-page report you can download the individual themes.

To Read the Mobile Internet Report:
http://www.morganstanley.com/institutional/techresearch/mobile internet report122009.html

To read the Airvana Report | mentioned:
http://www.airvana.com/files/Smartphone Capacity Impact_Airvana2009.pdf

back to page one
International News
EU Parliament Approves Telecom Reform
On November 24", the European Union Parliament, in its plenary session, approved the telecom reform
package that had been long in coming.

Of the passage of this package, Information Society Commissioner stated, “The EU telecoms reform will
bring more competition on Europe’s telecoms markets, better and cheaper fixed, mobile, and Internet
services, and faster Internet connections for all Europeans. Thanks to the European Parliament today,
Europe has put citizens in the centre stage in telecoms regulation.”

In brief, the new EU Telecom Reform package includes:

Mobile Number Portability-One Day ; Limited Contract Length
Better Consumer Information

Piracy/Other activities; privacy must be respected

Net Neutrality

Data Breach Consumer Protection
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Better “112” Emergency Service Protections

EU Member regulators get more independence

Umbrella EU Telecom Regulatory Authority Created

EU has more power regarding competition remedies

Functional Separation —separate carrier networks from service branch
Accelerate Broadband Expansion

Encourage competition/investment in next-gen networks

On December 19", the new rules officials became law. The next step in the process will come in the
Spring of 2010 when the Body of European Regulators for Electronic Communications (BEREC) will be
established, followed by the transposition of the telecom reform package into national legislation in the
27 European Union Member States, which should be completed by June 2011.

To read the Agreement:
http://europa.eu/rapid/pressReleasesAction.do?reference=MEMO/09/491&format=HTML&aged=0&language=EN&

guilanguage=en

back to page one
EU’s Information Society Commissioner Reding to Move On
In late November, the EU announced its lineup for positions and responsibilities in the European
Commission and Parliament, with current Information Society Commissioner Viviane Reding moving to a
higher position, with a formidable replacement following.

Commissioner Reding was named by Jose Manuel Barroso, President of the European Commission (EC),
as a Vice President of the EC and Commissioner for Justice, Fundamental Rights and Citizenship.

Any number of articles written about Ms. Reding’s tenure as Information Society Commissioner cites
vendors’ “quivering in their boots,” as she took-on a number of ICT cost and pricing issues, with
extremely impressive results (from a consumer and end-user point of view). She led the charge to reduce
mobile termination rates, roaming fees for both wireless voice and data, as well as a comprehensive
telecom reform package.

Ms. Reding’s replacement will actually be the Digital Agenda Commissioner, as the EC combined
Commissions. This role will be held by Ms. Neelie Kroes, who had been the EC’s Competition
Commissioner for the past five years. In that role, she had been heavily involved in the scrutiny of a
number of ICT companies, including Microsoft. In addition to her role as Commissioner, she too will be a
Vice President of the EC. Both Reding and Kroes will assumes their new roles at the end of January.

back to page one
Unintended Consequences/Price Increases for New Online Piracy Rules
In a great example of best intentions causing unintended consequences by a governmental body, the UK
may pass into law new rules to punish those who continue illegal file sharing, but which will increase fees
for all other Internet customers.

The Digital Economy Bill is being hotly debated in the United Kingdom, primarily over proposed rules on
how to deal with those who continue to illegally share files. The rules would call-for warning letters to be
sent to those caught swapping files illegally, with an escalation procedure to include slowing or
suspending Internet service of those who do not cease the file sharing.

Opponents of the plan, including British Telecom (BT), say their overhead to monitor continued file
sharers and perform the deterrent functions will cost them, and these costs will be passed-on to their
Internet customers. Estimates indicate the additional cost per broadband subscription would be about
$40 annually, or $800 million annually for all current Internet subscribers in the U.K. Interestingly, while
Internet customers would see their costs increase, in addition to the potential of lowering illegal file
sharing its estimated the British government would reap mega-millions in taxes from the supposed
additional film and music sales resulting from the crack-down (whether this would really have that
immense an impact or not is highly questionable).

At this point, it is uncertain whether the bill will pass in Parliament. back to page one
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Canada Regulator Rules on Net Neutrality
In late October, the Canadian Radio-Television and Telecommunications Commission (CRTC) issued a
ruling on Net Neutrality.

The CRTC essentially said that the telecom and cable providers have a right to manage traffic on their
networks and as such should not be hindered by overly restrictive regulation on issues of “net neutrality.
However, the CRTC said they have to provide their wholesale customers at least 60 days notice. They also
have to seek government approval before they would throttle video conferencing applications or block or
slow-down delivery of time-sensitive traffic. The carriers will also be able to manage traffic by charging
more to customers during peak hours/traffic times.

It will be interesting to see how this plays-out, particularly as we in the U.S. try to determine how to deal
with net neutrality issues.

back to page one
Finland Legislates Broadband as a “Legal Right”

In late October, it was reported that Finland essentially became the first country on the planet to say,
legally, that every one of its citizens has a legal right to a broadband connection.

Initially, Finland had been very progressive in its broadband strategy, and more recently had a project in
which every citizen would “have access to” a 100 Mb broadband connection by the year 2015. However,
most recently, a law was passed that every citizen would have access to a 1 Mb connection by the
summer of 2010.

Now, to fully clarify this issue, given some European nations’ progressive activities to assist its citizens
gain broadband access, | wanted to make sure they weren’t underwriting individual citizens’ broadband
connections but were essentially saying carriers must have it available for all citizens (given that at least
one nation allows its citizens to pay for broadband using before-tax earnings....l think it is Finland). And
essentially, the law is just saying that the carriers serving Finland must make sure that each citizen can
purchase 1 Mb of broadband connectivity at a reasonable cost.

We'll try to follow this story, to see what impact this new law has on the actual implementation of
broadband in those areas of Finland not currently able to get at least 1 Mb of it.

back to page one
Telmex Ruled to be Dominant Provider in Mexico

In late October, the regulator of telecommunications services in Mexico ruled that Telmex is a dominant
provider of wholesale long distance services.

Telmex was formerly the government monopoly telecom provider, is currently owned by billionaire
Carlos slim. It apparently has about 80% of the landline telephone service in Mexico and is the largest
Internet service provider.

As reported by Reuters, Telmex had been designated this past summer as dominant pertaining to “local
transit and wholesale leasing of dedicated connections.”

back to page one
Recently-Released FCC Reports
FCC Semi-annual management Inspector General Audit Report:
http://hraunfoss.fcc.gov/edocs public/attachmatch/DOC-295156A1.pdf

FCC Releases New Telephone Subscribership Report
http://hraunfoss.fcc.gov/edocs public/attachmatch/DOC-295211A1.pdf

FCC Report on Service Quality of Incumbent Local Exchange Carriers (LEC)
http://hraunfoss.fcc.gov/edocs public/attachmatch/DOC-295376A1.pdf

Fed/State USF Joint Board Staff Releases Monitoring Report
http://hraunfoss.fcc.gov/edocs public/attachmatch/DOC-295441A1.pdf

Latest USF Eligible Services List
https://portal.neca.org/portal/server.pt/gateway/PTARGS 0 0 307 206 0 43/http%3B/prodnet.www.neca.org/w
awatch/wwpdf/usflist.pdf

back to page one
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