Given these inescapable facts and the ongoing debate over the size and scope of
federal high cost support to rural areas, it is imperative that the Commission exercise caution in
providing funding for advanced services in rural areas. Premature funding not only would
needlessly increase the size of the USF to the detriment of all consumers, it also would be
particularly unfair to long distance customers. As Sprint explains, "every expansion to any
universal service program must be paid for by telecommunications carriers (in particular by
interexchange carrier contributors, who pay not only their own direct USF assessments, but also
well over 90% of the LEC USF assessments, which the LECs recover in the form of higher access
rates charged to IXCs)."> This recovery mechanism ultimately depresses demand for long
distance services. At the same time, "[t]here is yet no evidence that the benefits of expanding

USF to cover deployment of advanced technologies is greater than the corresponding costs."*®

Sprint, p. 11.
56 Id,
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CONCLUSION
As shown above and in AT&T's initial comments, the Commission can best
discharge its mandate to promote the deplayment of advanced telecommunications capability 1o
all Americans on a reasonable and timely basis by vigorously enforcing the market-opening
provisions of the 1996 Act against ILEC monopolists, and otherwise allowing new entrants --
who do not possess monopoly power over telecom services -- to continue to invest and innovate

without being subjected to unnecessary regulation.

Respectfully submitted,
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