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I. INTRODUCTION 

1. In this Order, we grant in part and deny in part the petition of Highland Cellular, Inc. (Highland Cellular) to be designated as 
an eligible telecommunications carrier (ETC) in portions of its licensed service area in the Commonwealth of Virginia pursuant 

to section 214(e)(6) of the Communications Act of 1934, as amended (the Act). I  In so doing, we conclude that Highland 
Cellular, a commercial mobile radio service (CMRS) carrier, has satisfied the statutory eligibility requirements of section 214(e) 

(1). 2  Specifically, we conclude that Highland Cellular has demonstrated that it will offer and advertise the services supported 
by the federal universal service support mechanisms throughout the designated service area. Highland Cellular requests ETC 

designation for a service area that overlaps, among other areas, the study areas of three;  ural telephone companies. 3  We find 
that the designation of Highland Cellular as an ETC in a wire center served by Verizon Virginia, Inc. (Verizon Virginia), a non-
rural carrier, and certain areas served by two of the three rural companies serves the public interest and furthers the goals of 
universal service. As explained below, with regard to the study area of Verizon South, Inc. (Verizon South) and the Saltville 
wire center of United Telephone Company - Southeast Virginia (United Telephone) we do not find that ETC designation would 
be in the public interest. 

*6423 2. Highland Cellular is licensed to serve the entire study area of only one of the three rural companies for which it 

seeks ETC designation - Burkes Garden Telephone Company, Inc. (Burkes Garden). 4  Because Highland Cellular is licensed 
to serve only part of the study areas of the other two incumbent rural telephone companies, Highland Cellular has requested 
that we redefine the service areas of these rural telephone companies for ETC designation purposes, in accordance with section 

214(e)(5) of the Act.' We agree to the service area redefinition proposed by Highland Cellular for the service area of United 
Telephone, subject to agreement by the Virginia State Corporation Commission (Virginia Commission) in accordance with 
applicable Virginia Commission requirements. We find that the Virginia Commission's first-hand knowledge of the rural areas 

in question uniquely qualifies it to examine the redefinition proposal and determine whether it should be approved. 6  Because 
we do not designate Highland Cellular as an ETC in Verizon South's study area, we do not redefine this service area. 

**2 3. In response to a request from the Commission, the Federal-State Joint Board on Universal Service (Joint Board) is 
currently reviewing: (1) the Commission's rules relating to the calculation of high-cost universal service support in areas where 
a competitive ETC is providing service; (2) the Commission's rules regarding support for non-primary lines; and (3) the process 

for designating ETCs. 7  Some commenters in that proceeding have raised concerns about the rapid growth of high-cost universal 
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service support and the impact of such growth on consumers in rural areas. 8  The outcome of that proceeding could potentially 
impact, among other things, the support that Highland Cellular and other competitive ETCs may receive in the future and the 
criteria used for continued eligibility to receive support. 

4. While we await a recommended decision from the Joint Board, we acknowledge the need for a more stringent public interest 
analysis for ETC designations in rural telephone company service areas. As we concluded in a recent order granting ETC 
designation to Virginia Cellular in the Commonwealth of Virginia, this framework shall apply to all ETC designations *6424 

for rural areas pending further action by the Commission. 9  We conclude that the value of increased competition, by itself, is not 
sufficient to satisfy the public interest test in rural areas. Instead, in determining whether designation of a competitive ETC in a 
rural telephone company's service area is in the public interest, we weigh numerous factors, including the benefits of increased 
competitive choice, the impact of multiple designations on the universal service fund, the unique advantages and disadvantages 
of the competitor's service offering, any commitments made regarding quality of telephone service provided by competing 
providers, and the competitive ETC's ability to provide the supported services throughout the designated service area within a 
reasonable time frame. Further, in this Order, we impose as ongoing conditions the commitments Highland Cellular has made 

on the record in this proceeding. 10  These conditions will ensure that Highland Cellular satisfies its obligations under section 
214 of the Act. We conclude that these steps are appropriate in light of the increased frequency of petitions for competitive 
ETC designations and the potential impact of such designations on consumers in rural areas. 

H. BACKGROUND 

A. The Act 

5. Section 254(e) of the Act provides that "only an eligible telecommunications carrier designated under section 214(e) shall be 

eligible to receive specific Federal universal service support." I I  Pursuant to section 214(e)(1), a common carrier designated as 
an ETC must offer and advertise the services supported by the federal universal service mechanisms throughout the designated 

service area. 2  

6. Section 214(e)(2) of the Act provides state commissions with the primary responsibility for performing ETC designations. 
Section 214(e)(6), however, directs the Commission, upon request, to designate as an ETC "a common carrier providing 

telephone exchange service and exchange access that is not subject to the jurisdiction of a State commission." 14  Under section 
214(e)(6), the Commission may, with respect to an area served *6425 by a rural telephone company, and shall, in all other 
cases, designate more than one common carrier as an ETC for a designated service area, consistent with the public interest, 

convenience, and necessity, so long as the requesting carrier meets the requirements of section 214(e)(1). 15  Before designating 
an additional ETC for an area served by a rural telephone company, the Commission must determine that the designation is 

in the public interest. 16  

B. Commission Requirements for ETC Designation and Redefining the Service Area 

"3 7. Filing Requirements for ETC Designation. An ETC petition must contain the following: (1) a certification and brief 
statement of supporting facts demonstrating that the petitioner is not subject to the jurisdiction of a state commission; (2) a 
certification that the petitioner offers or intends to offer all services designated for support by the Commission pursuant to 
section 254(c); (3) a certification that the petitioner offers or intends to offer the supported services "either using its own 
facilities or a combination of its own facilities and resale of another carrier's services;" (4) a description of how the petitioner 
"advertise[s] the availability of [supported] services and the charges therefor using media of general distribution;" and (5) if 
the petitioner is not a rural telephone company, a detailed description of the geographic service area for which it requests an 

ETC designation from the Commission. 17  
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8. Twelfth Report and Order.  On June 30, 2000, the Commission released the Twelfth Report and Order which, among other 
things, sets forth how a carrier seeking ETC designation from the Commission must demonstrate that the state commission lacks 

jurisdiction to perform the ETC designation. 18  Carriers seeking designation as an ETC for service provided on non-tribal lands 
must provide the Commission with an "affirmative statement" from the state commission or a court of competent jurisdiction 

that the carrier is not subject to the state commission's jurisdiction. 19  The Commission defined an "affirmative statement" as 
"any duly authorized letter, comment, or state commission order indicating that [the state commission] lacks jurisdiction to 

perform the designation over a particular carrier." 20  The requirement to provide an "affirmative statement" ensures that the 
state commission has had "a specific opportunity to address and resolve issues involving a state commission's authority under 

state *6426 law to regulate certain carriers or classes of carriers." 21  

9. Redefining a Service Area. Under section 214(e)(5), "Mil the case of an area served by a rural telephone company, 
`service area' means such company's 'study area' unless and until the Commission and the States, after taking into account 
recommendations of a Federal-State Joint Board instituted under section 410(c), establish a different definition of service 

area for such company." 22 
Section 54.207(d) permits the Commission to initiate a proceeding to consider a definition of a 

service area that is different from a rural telephone company's study area as long as the Commission seeks agreement on the 

new definition with the applicable state commission. 23  Under section 54.207(d)(1), the Commission must petition a state 

commission with the proposed definition according to that state commission's procedures. 24  In that petition, the Commission 
must provide its proposal for redefining the service area and its decision presenting reasons for adopting the new definition, 
including an analysis that takes into account the recommendations of the Federal-State Joint Board on Universal Service (Joint 

Board). 25  When the Joint Board recommended that the Commission retain the current study areas of rural telephone companies 
as the service areas for the rural telephone companies, the Joint Board made the following observations: (1) the potential 
for "cream skimming" is minimized by retaining study areas because competitors, as a condition of eligibility, must provide 
services throughout the rural telephone company's study area; (2) the Act, in many respects, places rural telephone companies 
on a different competitive footing from the other local telephone companies; and (3) there would be an administrative burden 

imposed on rural telephone companies by requiring them to calculate costs at something other than the study area level. 26  

C. Highland Cellular's Petition 

**4 10. On September 19, 2002, Highland Cellular filed with this Commission a petition pursuant to section 214(e)(6) seeking 

designation as an ETC throughout its licensed service area in the Commonwealth of Virginia. 27  Highland Cellular contends that 
the Virginia Commission *6427 has issued an "affirmative statement" that the Virginia Commission does not have jurisdiction 
to designate a CMRS carrier as an ETC. Accordingly, Highland Cellular asks the Commission to designate Highland Cellular 

as an ETC pursuant to section 214(e)(6). 28  Highland Cellular also maintains that it satisfies the statutory and regulatory 

prerequisites for ETC designation and that designating Highland Cellular as an ETC will serve the public interest. 29 

11. Highland Cellular also requests that the Commission redefine the service areas of two incumbent rural telephone companies, 

United Telephone and Verizon South, because it is not able to serve the entire study area of each of these companies. 3°  Highland 
Cellular states that as a wireless carrier, it is restricted to only providing facilities-based service in those areas where it is licensed 

by the Commission. 31  It adds that it is not picking and choosing the "lowest cost exchanges" of the affected rural telephone 
companies, but instead is basing its requested ETC area solely on its licensed service area and proposes to serve the entirety of 

that area. 32  Highland Cellular further contends that the proposed redefinition of the rural telephone companies' service areas 
is consistent with the recommendations regarding rural telephone company study areas, as set forth by the Joint Board in its 

Recommended Decision. 33  

III. DISCUSSION 
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12. After careful review of the record before us, we find that Highland Cellular has met all the requirements set forth in section 
214(e)(1) and (e)(6) to be designated as an ETC by this Commission for the portions of its licensed service area described 
herein. First, we find that Highland Cellular has demonstrated that the Virginia Commission lacks the jurisdiction to perform the 

designation and that the Commission therefore may consider Highland Cellular's petition under section 214(e)(6). Second, we 
conclude that Highland Cellular has demonstrated that it will offer and advertise the services supported by the federal universal 
service support mechanisms throughout the designated service area upon designation as an ETC in accordance with section 
214(e)(1). In addition, we find that designation of Highland Cellular as an ETC in certain areas served by rural telephone 
companies serves the public interest and furthers the goals of universal service by better ensuring that consumers in high-
cost and rural areas of Virginia have access to the services supported by universal service at affordable rates. Pursuant to our 
authority under section 214(e)(6), we therefore designate Highland Cellular as an ETC for parts of its licensed service area in the 
Commonwealth of Virginia as set forth below. As explained below, however, we do not designate Highland Cellular as an ETC 
in the study area of the rural telephone company, Verizon South, and the Saltville wire center of the rural telephone company, 

United Telephone. 34  In areas where Highland Cellular's proposed service areas do not cover the entire study area of a rural 
telephone company, Highland Cellular's ETC designation shall be *6428 subject to the Virginia Commission's agreement with 
our new definition for the rural telephone company service areas. In all other areas, as described herein, Highland Cellular's 
ETC designation is effective immediately. Finally, we note that the outcome of the Commission's pending proceeding, now 
before the Joint Board, examining the rules relating to high-cost universal service support in competitive areas could potentially 

impact the support that Highland Cellular and other ETCs may receive in the future. 35  This Order is not intended to prejudge 
the outcome of that proceeding. We also note that Highland Cellular always has the option of relinquishing its ETC designation 
and its corresponding benefits and obligations to the extent that it is concerned about its long-term ability to provide supported 

services in the affected rural study areas. 36  

A. Commission Authority to Perform the ETC Designation 

**5 13. We find that Highland Cellular has demonstrated that the Virginia Commission lacks the jurisdiction to perform the 
requested ETC designation and the Commission has authority to consider Highland Cellular's petition under section 214(e)(6) 
of the Act. Highland Cellular submitted as an "affirmative statement" an order issued by the Virginia Commission addressing 

an application filed by Virginia Cellular, LLC (Virginia Cellular) seeking ETC designation. 37  In the Virginia Commission 
Order, the Virginia Commission concluded that it "has not asserted jurisdiction over CMRS carriers and that the Applicant 

should apply to the FCC for ETC designation." 38  

14. We find that, as required by the Twelfth Report and Order, the Virginia Commission was given the specific opportunity 
to address and resolve the issue of whether it has authority to regulate CMRS providers as a class of carriers when it rendered 

its decision in the Virginia Commission Order. 39  We find it sufficient that the Virginia Commission indicated that it does not 
have jurisdiction over CMRS carriers and that the Federal Communications Commission is the proper venue for CMRS carriers 
seeking ETC designation in the Commonwealth of Virginia. Therefore, based on this statement by the Virginia Commission, we 
find the Virginia Commission lacks jurisdiction to designate Highland Cellular as an ETC and this Commission has authority 

to perform the requested ETC designation in the Commonwealth of Virginia pursuant to section 214(e)(6). 40  

*6429 B. Offering and Advertising the Supported Services 

15. Offering the Services Designated for Support.  We find that Highland Cellular has demonstrated through the required 
certifications and related filings that it now offers, or will offer upon designation as an ETC, the services supported by the federal 
universal service support mechanism. As noted in its petition, Highland Cellular is an "A2-Band" cellular carrier for the Virginia 

2 Rural Service Area, serving the counties of Bland and Tazewell. 41  Highland Cellular states that it currently provides all of 
the services and functionalities enumerated in section 54.101(a) of the Commission's rules throughout its cellular service area in 
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Virginia. 42  Highland Cellular certifies that it has the capability to offer voice-grade access to the public switched network, and 
the functional equivalents to DTMF signaling, single-party service, access to operator services, access to interexchange services, 

access to directory assistance, and toll limitation for qualifying low-income consumers. 43  Highland Cellular also complies with 

applicable law and Commission directives on providing access to emergency services. 44  In addition, although the Commission 
has not set a minimum local usage requirement, Highland Cellular certifies it will comply with "any and all minimum local 
usage requirements adopted by the FCC" and it intends to offer a number of local calling plans as part of its universal service 

offering. 45 
As discussed below, Highland Cellular has committed to report annually its progress in achieving its build-out plans 

at the same time it submits its annual certification required under sections 54.313 and 54.314 of the Commission's rules. 46  

**6 16. Highland Cellular has also made specific commitments to provide service to requesting customers in the service areas 
in which it is designated as an ETC. Highland Cellular states that if a request is made by a potential customer within its existing 

network, Highland Cellular will provide service immediately using its standard customer equipment. 47  In instances where 
a request comes from a potential customer within Highland Cellular's licensed service area but outside its existing network 
coverage, it will take a number of steps to provide service that include determining whether: (1) the requesting customer's 
equipment can be modified or replaced to provide service; (2) a roof-mounted antenna or other equipment can be deployed to 
provide service; (3) adjustments can be made to the nearest cell tower to provide service; (4) there are any other adjustments that 
can be made to network or customer facilities to provide service; (5) it can offer resold services from another carrier's facilities 
to provide service; and (6) an additional cell site, cell extender, or repeater can be employed or can be constructed to *6430 

provide service. 48  In addition, if after following these steps, Highland Cellular still cannot provide service, it will notify the 
requesting party and include that information in an annual report filed with the Commission detailing how many requests for 

service were unfulfilled for the past year. 49  

17. Highland Cellular has further committed to use universal service support to further improve its universal service offering 
by constructing new cellular sites in sparsely populated areas within its licensed service area but outside its existing network 

coverage. 5t)  Highland Cellular states that it will modify its construction plans based on the areas where ETC designation is 

granted. 51  Highland Cellular notes that the parameters of its build-out plans may evolve over time as it responds to consumer 

demand. 52  In connection with its annual reporting obligations, Highland Cellular will submit detailed information on its 

progress toward meeting build-out plans. ''' 

18. Offering the Supported Services Using a Carriers's Own Facilities.  Highland Cellular has demonstrated that it satisfies the 
requirement of section 214(e)(1)(A) that it offer the supported services using either its own facilities or a combination of its own 

facilities and resale of another carrier's services. 54  Highland Cellular states that it intends to provide the supported services 
using its cellular network infrastructure, which includes "the same antenna, cell-site, tower, trunking, mobile switching, and 

interconnection facilities used by the company to serve its existing conventional mobile cellular service customers." 55  We find 
that this certification is sufficient to satisfy the facilities requirement of section 214(e)(1)(A). 

19. Advertising the Supported Services.  We conclude that Highland Cellular has demonstrated that it satisfies the requirement 
of section 214(e)(1)(B) to advertise the availability of the supported services and the charges therefor using media of general 

distribution. 56  Highland Cellular certifies that it will "use media of general distribution that it currently employs *6431 to 

advertise its universal service offerings throughout the service areas designated by the Commission." 57  In addition, Highland 
Cellular details alternative methods that it will employ to advertise the availability of its services. For example, Highland 
Cellular will provide notices at local unemployment, social security, and welfare offices so that unserved consumers can learn 

about Highland Cellular's service offerings and learn about Lifeline and Linkup discounts. 58  Highland Cellular also commits to 
publicize locally the construction of all new facilities in unserved or underserved areas so customers are made aware of improved 

service. We find that Highland Cellular's certification and its additional commitments to advertise its service offerings satisfy 
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