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March 27, 2012
Dear Senator:

Not long after the FCC’s National Broadband Plan (NBP) was issued in March 2010, its primary author was reportedly
surprised by the lack of outrage among the small rural telecommunications companies (hereinafter refer to as the
“small companies”) in response to the proposed reforms. We believe the expected “outrage” from small companies did
not occur for the following reasons:

e Due to the ambiguities, continuous differing interpretations of what the proposal would do, and the complexity of
the issues addressed in the NBP, it was difficult for small companies to assess the impact of the proposed changes
on their businesses.

e Small companies were busy dealing with the many challenges associated with running their businesses and tending
to the needs of their customers, leaving the issues for others in Washington, DC, to address.

e Small companies were lulled into a false sense of security based on an assumption that “everything would be okay”
based on the industry associations’ ability to overcome challenges in the past.

e Based on the flawed assumption that if the small companies could just do a better job of “educating” the FCC, they
would see where they made huge mistakes in judgment and would modify the proposed changes to make the
modifications less detrimental to the small companies.

As you may know, on November 18, 2011, many of the shocking proposals contained in the NBP became a grim reality
through the issuance of the FCC’'s Order reforming the Universal Service Funding and Intercarrier Compensation
mechanisms. Simply stated, the FCC’s Order is an attack on the small companies that have been largely responsible for
building and maintaining state-of-the-art networks serving rural Americans. This NBP was supposed to be a plan that
improved and increased broadband access to all Americans over a ten-year period. The Order and Further Notice do
not include incentives to build out infrastructure in rural areas. Instead, the FCC has elected to make severe cuts to
support programs for rural telephone companies at a time when this country needs to be encouraging expenditures in
our network for the future. This FCC ruling will have the exact opposite effect of its stated purpose. Services in rural
America, both broadband and telecommunications, will be severely impacted.

Despite what you may have heard from the FCC, for small companies and small-town residents there are no winners,
only losers. Additionally, we are being told that these new rules and proposed rules cannot be quantified, that the real
impact to our companies cannot be determined. This is simply not true; the attached analysis shows the overall
impact of the Order on the small companies, by state. Additionally, if the FCC’s Order is implemented as written, large
telecommunications carriers will realize a multi-billion dollar windfall at the expense of the small companies and
their rural customers. We have estimated that over the next 5 years the large carriers stand to gain over $8.8 billion,
consisting of new Access Recovery Charges (ARC) and Connect America Fund (CAF) monies, and foregone inter-
carrier compensation charges paid to rural carriers. There is no consumer benefit to this massive transfer of dollars.
The mega-carriers will most likely add the windfall to the bottom line, benefitting Wall Street and their shareholders.
Small-town customers and those on fixed incomes will likely see FCC-mandated, significant local rate increases from
$10 to $17 per month just to help fund the mega-carrier windfall.

We are submitting this letter on behalf of the Small Company Coalition (SCC) recently established to educate Congress
and rural customers on the devastating impact the FCC’s Order will have on small companies and their rural customers
across the country. We have access to a powerful tool that can calculate the specific impact of the FCC’s Order on the
small companies. In fact, we have already performed many calculations for every small company in the nation, and the
results are very troublesome to say the least. Implementation of the Order as written will result in some or all of the
following devastating consequences:



e Over the next few years, a large percentage of small companies across the nation will either be driven into
bankruptcy or forced to merge. As these small companies close their doors, connectivity to wireless tower sites
will go dark, causing wireless customers to lose service along with wireline customers in rural areas. With mergers,
the larger entity tends to keep more money for new construction in the urban areas, allowing rural networks to
deteriorate.

e Emergency 911 services may no longer exist for some rural consumers.

e Well-paying jobs will be lost in the rural communities served by the small companies in spite of the questionable
claim by the FCC that the Order will create 500,000 additional jobs. The economic development efforts of these
communities will come to an abrupt end with no broadband to attract new businesses and new residents.
Hundreds of schools, several colleges, and a host of healthcare providers will, over time, lose their lifeline to the
Internet.

e The rural broadband network will deteriorate in spite of the FCC’s claim that the Order will result in 7 million new
rural customers connected to the broadband network over the next six years.

e Small companies will be forced to default on RUS loans that were used to finance the deployment of the rural
broadband networks.

e Rural customers will experience substantial rate increases which are mandated by the FCC, despite its claim that
“for the vast majority of consumers, rates should decline or stay the same”.

e Many new regulatory filings and certification requirements will be imposed on small companies resulting in
significant increases in what is already an over-burdened FCC oversight process.

Of special note, the FCC will certainly point out that there is a waiver process in effect for small companies that
experience severe hardship as a result of the Order. However, the FCC has made it very clear that a waiver will not be
granted without a rigorous, thorough and searching review comparable to a total company earnings review. In
addition, the waiver will not be granted until the company is in severe financial distress, as determined only by the FCC.

As someone who has a genuine interest in constituents living in the rural areas of your state, we urge you on their
behalf to please look into this matter. If you do, we are confident you will agree that the FCC’s Order clearly misses the
mark and it will have the opposite effect of the stated objectives of the NBP. We ask that you initiate a hearing in the
Senate to uncover the devastating impact of the FCC’'s Order before consumers start feeling the effects, beginning
this July, and become outraged. We ask that you hold the FCC accountable for its blatant disregard for the small
companies and the communication service needs of their rural customers. With our industry experts, we are prepared
to dismiss the validity of the FCC’s new rules; show how many parts of the Telecommunications Act of 1996 have been
violated; and educate rural stakeholders, Congress, and others who will stand up and hear us out.

Please contact one of the undersigned SCC Executive Committee members at your earliest convenience to discuss the
issues further and determine what can be done to prevent the coming train wreck. Time is of the essence since the
Order is being implemented as we speak.

Thank you in advance for your consideration and prompt attention concerning this matter. We look forward to hearing
from you soon.

Sincerely,

Small Company Executive Committee:

James J. Kail Glenn Lovelace

President & CEO Chief Executive Officer

Laurel Highland Telephone Company & Pefiasco Valley Telecommunications
Yukon-Waltz Telephone Company Email: GLovelace@pvt.com

Email: jjkail@lhtot.com Telephone: (575) 748-1241

Telephone: (724) 593-2411

Godfrey Enjady

CEO/General Manager

Mescalero Apache Telecom, Inc.
Email: genjady@matinetworks.net
Telephone: (575) 464-4039

Attachment
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