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Good Morning. | would like to thank the Committee for allow ng
me this time to offer ny observations with respect to basic and
advanced tel ecommuni cati ons services to Native Anericans.

| represent seven small rural tel ephone conpanies operating in
Mont ana. They range in size from about 1,600 lines to about
10,000 lines. Their service areas include all or part of five
reservations: Fort Peck, Fort Bel knap, Rocky Boy, Bl ackfeet and
Cr ow. These rural telephone cooperatives are not tribally-
owned, however several of them are cooperatives, so their
subscribers on the reservation are owners of the cooperatives
along with the other cooperative menbers.

While the policy of all of the conpanies | represent is to offer
the same quality of service on reservations as we do off the
reservation, it is nonetheless true that reservation areas pose
uni que chall enges to our operations:

1. Qur nost current information is that the average per capita
income on the reservations we serve is less than $10,000 per
year and unenploynment is often greater than 30% The enhanced
Lifeline program that nekes |ocal service available for $1 per
month helps the poorest get service, but nost still have
difficulty paying long distance charges or paying for nore
advanced tel ecommunications services |ike high-speed Internet
access.

2. Many residents, particularly anong the elderly, speak
primarily in their native | anguage, and we cannot assune fluency
in English. This creates challenges from a custonmer support

st andpoi nt .

3. There is often a pervasive mstrust of prograns and projects
offered on the reservation by non-Indians. Therefore we have
met sone initial resistance even to prograns |ike the enhanced
Lifeline program | nmentioned before.

4. Finally, and perhaps npost inportantly, we acquired nmuch of
the reservation areas we serve fromthe local Bell conpany in
1994. We found that the telecommunications facilities we
acquired were antiquated, |acked adequate capacity to handle
calling volunmes, and had not been deployed to nmany honmes or
busi nesses. Therefore subscribership anong Native Americans in



such areas was as | ow as 50%

Faced with these challenges, we were forced to cone up with a
nunber of different strategies to inprove service and boost
subscri bershi p. I would Ilike to outline sone of these
strategies for the <commttee because | think they are
instructive for any conpany seeking to inprove service to
reservation areas. Then | would like to identify three areas in
whi ch we believe further inprovenents could be nade.

The example | wll wuse is Project Telephone Conpany, which
serves nost of the Crow I ndian Reservation in Southeast Mntana.

Proj ect’s experience is representative of the experiences of the
ot her conpanies | represent.

1. Qur first challenge upon acquiring the Bell conpany’s
facilities on the Crow Reservation was to re-engineer the
physi cal telecommunications network so that it was not only
capable of serving all of the residents, but also capable of
provi di ng t he full range of basi c and advanced
t el ecomruni cati ons service. W found that the calling traffic
capacity of the Bell conpany’s old copper |lines was exhausted in
many areas and that the switching equipnent was old anal og
equi prment .

There was no way we could inprove subscribership wthout

installing new copper lines with greater capacity as well as
certain amount of fiber optic cable to handle increased calling
traffic. Further, there was no way to offer nore advanced
services |ike high-speed Internet access, voice nmail, caller ID
call waiting, call forwarding, etc. wthout converting the
antiquated switching equipnment to digital equipnment. Thi s
required an investnment of over $2 million on top of the price we

had paid for the Bell conpany’s system

The reason | enphasize this point is that those conpanies,
tribal or otherw se, nmust identify who they intend to serve and
where those people are |located as they construct their network
in order to ensure that the network has both the proper
geographi ¢ coverage and adequate capacity to handle calling
vol umes. Further, they need to identify what kinds of services
they intend to offer so that the correct technology platformis
built that can deliver those services. W intended to offer not
j ust voice services but al so high-speed Internet and
vi deoconferencing services to the Crow, so we upgraded using
wireline technol ogy coupled with digital swtching.

2. In addition to the Bell Conpany’'s facilities being
antiquated, they sinply did not reach a |large segnment of the
popul ati on. Qur wunderstanding was that the Bell conpany’s
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construction policy required a substanti al financi al
contribution fromthe custonmer before |lines would be install ed.

We were told that many custonmers did not have service because
they could not afford to pay the thousands of dollars it
demanded in construction assistance before it would install
phone service to rural custoners. To boost subscribership, we
established a policy under which any customer that was wthin
one mle of one of our Ilines could get service wthout
construction charges. Nearly every resident of the reservation
was within this distance, so construction charges pretty nuch
becanme a non-issue.

4. In order to address the | anguage and suspicion barriers, we
hi red Crow speaking custoner service representatives and field
technicians to do hook-ups. W also appointed a tribal nenber
to our Board of Directors.

5. While all of the measures | have nentioned boosted overall
subscri bership, we found that we were seeing a significant
nunber of reservation residents were dropping service due to an
inability to pay their long distance charges. A that tinme
calls between the tel ephone exchanges on the reservation were
| ong distance calls and so were calls to the |argest nearby

city, Billings, Montana. For this reason, we petitioned the
state public utility conm ssion for perm ssion to establish a
local calling area that included all of +the reservation
exchanges as well as the Billings exchange. Al t hough the

regul atory process took us nearly two years, we were ultimtely
successful and now calls between reservation comunities and
Billings are local, toll-free calls.

As the 2000 census shows, all of these efforts enabled us to
boost subscri bership among the Crow from around 50%to 84% CQur
subscri bership has continued to grow since 2000, due in no smal
part to the enhanced Lifeline and Link Up prograns that make
| ocal service available to qualifying Native Anericans for $1
per nonth. We advertised the prograns very aggressively on the
Crow Reservation and our custoner service representatives even
contacted individual residents to further foster awareness. O
the 1,413 residential lines on the Crow Reservation, 591 or 41.8
% are now on the enhanced Lifeline program

In addition to the inprovenents to voice services, we also made
dial-up Internet access available to all custoners. We have
made hi gh-speed Internet access using DSL technol ogy avail abl e
to nearly two-thirds of the tribal nenbers. Finally, we have
install ed videoconferencing studios in the tribal college and
K-12 schools so students are able to share teaching resources
with other schools across the country.

All in all, we believe remarkable progress has been nmade
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regar di ng t he availability of basi c and advanced
t el econmmuni cati ons services on the Crow Reservati on. However ,
there are still a few areas that remain troubl esone.

1. While we have been able to alleviate sone of the problens
with | ong distance charges by expanding the |local calling area,
many residents still find thenselves with |arge |ong distance
bills for calls nmade to areas outside the local calling area.
When those bills become unaffordable, we find sone residents
sinply di sconnecting their service.

2. Whil e we have made broadband access available to the Crow
Reservation, we have not seen great demand yet for such
servi ces. In part, we believe this is because economc
conditions on the reservation sinply prevent people from
purchasing the service. W also believe that many residents of

the reservation sinply do not yet see why such access is
relevant to their day-to-day |ives. Qur hope is that young
peopl e who use broadband services in the tribal schools wll

over tinme create demand for simlar services in the reservation’s
homes and busi nesses.

3. Finally, there is a “winkle” in the FCCs rules regarding
the distribution of wuniversal service support to conpanies
serving the reservation. Currently, if a conpetitor cones to
the Crow reservation and is designated as being eligible to
receive universal service funding, that conpetitor receives
fundi ng based on the costs we incur to provide service and not
on the conpetitor’s own costs. This creates a kind of “catch 22"
dilemma for us insofar as the nore we invest on the Crow
reservation, the nmore funding that would be available to our
conpetitors. For the first time, our Board of Directors and
managenent have to think about nore than just how we can inprove
service when considering further investnment on the reservation
because such investnment may actually harm our conpetitive
position. This issue is no doubt of substantial concern to the
tribally-owned conpanies as well because they have the sane
exposure. The FCCis currently review ng these rules.

Thank you very nuch for allowing ne this time to share our
experiences and to di scuss sone continuing challenges. | would
be happy to answer questions at the appropriate tine.

M chael C. Strand
Executive Vice -President and CGeneral Counsel
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