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The FCC's "Open Internet” order was just released today. Plenty of people are hashing it over, event announcements from PRI
including PPI {see statement here}.
However, what's less appreciated is how the FCC's action puts the spotiight squarely on states and subscribe
municipalities, No longer constrained by faderal “light-touch” policies, state and local politicians and
regulators must decide: Will they act in & way to encourage private investment in hroadband networks?
Or, instead, will they choose to discourage private investment (n their region by regufating broadband - e
prices and excessively taxing broadband providers? events MORE »
Hera's the simple fact: States and municipalities that choose to place excess regulations and taxes on
broadband providers will find themselves losing out on private investment in new networks, with UPCOMING EVENTS ‘
negative long-term economic conseqguences, WIAR The Fubure of

Oné state struggling with this decision Is Oregon. The Oregon situation is both complicated and
ikurninating, because it brings together so many different stands, Oregon currently has a set aof rules
for property tax called “central assessment.” As applied In Oregon, these rules mean that broadband
providers such as Comcast pay property taxes based not just on the value of their faciities in Oragon,
but on a tax base including intellectual property and other intangibles worldwide. This rula had the
effect of driving up Comcast’s tax payiments in Oregen by a factor of six, according to the company. The
state legislature is considering a bifl that allows the central assessment rule to be partly but not fully
rolled back, leaving providers such as Comeast stll exposed to substantially higher taxes.

The same high-tax rule would also apply to Google, if and when the company follows through on
potential plans to build a glgabit fiber network in Portland, Oregon. The bill does offer potential relief for
Goagle and other potential builders of gigablt broadhand networks, with a tough caveat; They wouid
have to meet certaln build-out, price and performance characteristics in order to qualify for deeper tax
reductons. In particular, the provider would have t©

... offer communication services at or above a speed of 1 gigabit per second symmetrical service
anrd at a price to customers that does not exceed 150 percent of the United States average price
for the same speed of symmetrical service. The Public Utility Comnussion shall determine the -
maximum price of service and may update the standards for speed, type and price of service as
the commission considers appropriate. The cammission shall recertify each qualified project under
this subparagraph every five years ‘

In effect, the hill gives the PUC & mandate to set rates for gigabit networks—a return to the old-style
top-down wtifity regulation that once helped throtle innovation, Rate regulation would make it much
more difficult far providers to put together packages that would work for consumers and support
investment, What's more, because the regulators can change the price and speed standard at will,
companies who build gigabit networks and qualify under this clause have no assurance that their tax hill
wor't suddenly skyrocket, even if they have met their original promise. Indeed, regulators will be under
palitical pressure o raise speed standards and lower maximum prices.

Now, the partial tax rollback, combined with the conditional tax reduction for gigabit providers, is better
than the original fax rules, But If Oregon state legislators really want to afiract private broadband
investment and spur innovation and growth, they shouldn't boost taxes on broadband providers and
encolrage regulators to micromanage prices and services, After the FCC’s open Internet decision, that's
a lesson that alt states and municipalities are going to have to learn.
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