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FEDERAL COMMUNICATIONS COMMISSION C A
Washington, D.C. 20554 JAN 13 1999
Immm Clhtitsc s
In the Matter of ) = ST
)
Federal-State Joint Board on ) CC Docket No. 96-45
Universal Service ) DA 98-2410
Second Recommended Decision )
REPLY COMMENTS

BellSouth Corporation, on behalf of itself and its subsidiaries (“BellSouth™), hereby
submits its Reply Comments on the Federal-State Joint Board’s Second Recommended
Decision.’

1. The task before the Commission is to establish a universal service fund that ensures
consumers in high cost areas have access to telecommunications services that are affordable. In
meeting its obligations, the Commission is required by the Communications Act to make
universal service support explicit.

2. The Joint Board’s Second Recommended Decision would be a starting point for
creating an explicit federal support mechanism. The Joint Board recommends a high cost fund
based on a cost benchmark coupled with a save harmless feature to assure that states do not
receive less support under the new universal service fund. The Second Recommended Decision

does not address, however, existing implicit support that is contained in interstate access charges.

: In the Matter of Federal-State Joint Board on Universal Service, Second Recommended
Decision, CC Docket No. 96-45, FCC 98J-7 (rel. November 25, 1998) (“Second Recommended

Decision™).
Ni Lz . 5 0 f i
B A N {,'\ra;;p{«; rl.ﬁc/d

§ise AT,
N 2



Instead. the Joint Board concludes that it is within the Commission’s jurisdiction and, thus, the
Commission’s responsibility to take action and make such support explicit.”

3. Itis not enough, then, for the Commission just to act on the Joint Board’s Second
Recommended Decision because that decision does not resolve a critical, outstanding universal
service issue—existing implicit support. Interstate access charges historically have supported
universal service and enabled state commissions to keep local rates affordable. Since the
Commission and the Joint Board began their review of universal service, this source of universal
support has not been adequately addressed. BellSouth and others, in their comments on the
Second Recommended Decision, have urged the Commission to take the steps necessary to
remove the existing implicit support present in access charges.” As BellSouth discussed in its
Comments, quickly and correctly addressing the implicit support in interstate access charges
would enable the Commission to effectuate a substantial reduction in interstate access charges
and create a more rational, efficient and fair interstate cost recovery mechanism.*

4. While the reformation of existing implicit interstate universal service support to
explicit support falls to the Commission to conclude, the state commissions have the
responsibility of addressing implicit support embedded in intrastate rates. It is in this way, as the
Joint Board points out, that the Commission shares responsibility for the preservation of

universal service with the states.

Second Recommended Decision 9 23.
3 See e.g.. SBC at 3; USTA at 4; and US West at 10.
! BellSouth at 3.



5. In a competitive environment, universal service cannot be sustained 1f it remains
dependent upon implicit support. The competitive forces that require a change from implicit
support to explicit support transcend jurisdictional boundaries. The impact of the steps the
Commission takes to meet its responsibilities under the Communications Act could be dulled if
similar steps are not taken to address the existing intrastate implicit support. For this reason,
BellSouth urges the Commission to encourage the states to put into place explicit intrastate
universal service funds.

6. The establishment of an explicit universal service fund necessitates a contribution
mechanism that is nondiscriminatory and equitable. Several parties, including BellSouth,
support the Joint Board’s recommendation that interstate and intrastate retail revenues be used
for the purpose of determining a carrier’s contribution to the universal service fund.” Using
combined interstate and intrastate revenues for determining contributions to the universal service
fund recognizes the fact that clear-cut distinctions between interstate and intrastate revenues are
disappearing. Combined interstate and intrastate revenues, in these circumstances, avoid the
need for determining and implementing methods for allocating revenues to jurisdictions.

7. The difficulties associated with tracking interstate revenues alone and the benefits to
be gained by the use of combined revenues is illustrated by the Commission’s ongoing

rulemaking to establish guidelines for wireless and other carriers that do not have the capability

See e.g.. BellSouth at 9; GSA at 6; AT&T at 6; US West at 15; and USTA at 11.



to determine revenues by jurisdiction.® If the Commission were to adopt a universal service
contribution mechanism based on both interstate and intrastate revenues, such contribution factor
would obviate the need for any further consideration of a substantial portion of the issues in the
FNPRM, saving the Commission considerable time, effort and resources.

8. A contribution mechanism based on total retail revenues provides the most equitable
and competitively neutral means available for determining a carrier’s contribution to the
universal service fund. It fulfills the statutory requirements without imposing unnecessary and
burdensome requirements on some contributors. The evenhandedness of such a contribution
mechanism represents a compelling reason for its adoption.

There i1s still much to be done to complete the initial work on universal service. Acting on the
Joint Board recommendations, in a manner consistent with that suggested by BellSouth,

represents an initial step that must be quickly followed by Commission action on implicit

o In the matter of Federal-State Joint Board on Universal Service, CC Docket No. 96-45,

Memorandum Opinion and Order and Further Notice of Proposed Rulemaking, FCC 98-278
(rel. October 26, 1998) ("FNPRM ™).



subsidies. It is only in this way that the statutory goal of preserving universal service can be
accomplished.
Respectfully submitted,

BELLSOUTH CORPORATION

o QU

M. Robert Sutherland
Richard M. Sbaratta

Its Attorneys

Suite 1700

1155 Peachtree Street, N. E.
Atlanta, Georgia 30309-3610
(404) 249-3386

Date: January 13, 1999
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I do hereby certify that I have this 13™ day of January 1999 served the following parties
to this action with a copy of the foregoing REPLY COMMENTS by hand delivery or by
placing a true and correct copy of the same in the United States Mail, postage prepaid, addressed

to the parties listed on the attached service list.

=

Juanita H, Lee



SERVICE LIST CC DOCKET NOS. 96-45 and DA 98-2410

*The Honorable Susan Ness, Chair,
Commissioner

Federal Communications Commission
1919 M Street, N.W., Room 832
Washington, D.C. 20554

*The Honorable Harold Furchtgott-Roth,
Commissioner

Federal Communications Commission
1919 M Street, N.W., Room 802
Washington, D.C. 20554

*The Honorable Gloria Tristani,
Commissioner

Federal Communications Commission
1919 M Street, N.W., Room 826
Washington, D.C. 20554

The Honorable Julia Johnson, State Chair,
Chairman

Florida Public Service Commission

2540 Shumard Oak Blvd.

Gerald Gunter Building

Tallahassee, FI. 32399-0850

The Honorable David Baker,
Commissioner

Georgia Public Service Commission
244 Washington Street, S.W.
Atlanta, Georgia 30334-5701

The Honorable Patrick H. Wood, III,
Chairman

Texas Public Utility Commission
1701 North Congress Ave.

Austin, Texas 78701

Martha S. Hogerty

Missouri Office Public Council
301 West High Street, Suite 250
Truman Building

Jefferson City, MO 65102

Charles Bolle

South Dakota Public Utilities Commission
State Capitol, 500 East Capitol Street
Pierre, SD 57501-5070

Deonne Bruning

Nebraska Public Service Commission
300 The Atrium, 1200 N Street

P.O. Box 94927

Lincoln, NE 68509-4927

*James Casserly

Federal Communications Commission
Commissioner Ness’ Office

1919 M Street, N.W., Room 832
Washington, D.C. 20554



The Honorable Laska Schoenfelder,
Commissioner

South Dakota Public Utilities Commission
State Capitol, 500 East Capitol Street
Pierre, SD 57501-5070

Ann Dean

Maryland Public Service Commission
16th Floor, 6 Saint Paul Street
Baltimore, MD 21202-6806

Barry Payne

Indiana Office of the Consumer Counsel
100 North Senate Avenue, Room N501
Indianapolis, IN 46204-2208

James Bradford Ramsey

National Association of Regulatory Utility
Commissioners

1100 Pennsylvania Ave., N.W.

P.O. Box 684

Washington, D.C. 20044-0684

Brian Roberts

California Public Utilities Commission
505 Van Ness Avenue

San Francisco, CA 94102

Rowland Curry

Texas Public Utility Commission
1701 North Congress Avenue
P.O. Box 13326

Austin, TX 78701

Bridget Duff, State Staff Chair
Florida Public Service Commission
2540 Sumard Oak Blvd.
Tallahassee, FL. 32399-0866

*Irene Flannery, Federal Staff Chair
Federal Communications Commission
Accounting and Audits Division
Universal Service Branch

2100 M Street, N.W., Room 8922
Washington, D.C. 20554

*Paul Gallant

Federal Communications Commission
Commissioner Tristani’s Office

1919 M Street, N.W., Room 826
Washington, D.C. 20554

The Honorable James M. Posey, Commissioner

Alaska Public Utilities Commission
1016 West Sixth Avenue, Suite 400
Anchorage, AK 99501-1963



Mark Long

Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, FLL 32399-0866

Sandra Makeef

Iowa Utilities Board

Lucas State Office Building
Des Moines. IA 50319

Philip F. McClelland
Pennsylvania Office of Consumer Advocate

1425 Strawberry Square
Harrisburg, PA 17120

*International Transcription Service
1231 20th Street, N.W.
Washington, DC 20036

Pamela J. Riley

AirTouch Communications, Inc.
1818 N Street, NW
Washington, D.C. 20036

*Sheryl Todd

Federal Communications Commission
Accounting and Audits Division
Universal Service Branch

2100 M Street, N.W., Room 8611
Washington, D.C. 20554

*Kevin Martin

Federal Communications Commission
Commissioner Furchtgott-Roth’s Office
1919 M Street, N.W., Room 802
Washington, D.C. 20554

*Magalie Roman Salas, Secretary
Federal Communications Commission
The Portals, 445 Tweltth Street, S.W.
Room TW-A325

Washington, DC 20554

Douglas D. Leeds

AirTouch Communications, Inc.
One California Street, 29" Floor
San Francisco, CA 94111

Michael S. Pabian

Ameritech

Room 4HS82

2000 West Ameritech Center Drive
Hoffman Estates, IL 60196-1025



Joel B. Shiftman

Maine Public Utilities Commission
242 State Street

18 State House Station

Augusta, Maine 04333-0018

Lawrence W. Katz

Bell Atlantic Telephone Companies
1320 North Court House Road

8" Floor

Arlington, Virginia 22201

Genevieve Morelli

Executive Vice President & General Counsel
Competitive Telecommunications Association
1900 M Street, N. W., Suite 800

Washington, D. C. 20036

Peter Arth, Jr.
Lionel B. Wilson
Ellen S. Levin
People of the State of California and the
Public Utilities Commission of the State of CA
505 Van Ness Avenue
San Francisco, CA 94102

Richard A. Beverly

Public Service Commission of
The District of Columbia

717 Fourteenth Street, N.W.

Washington, D. C. 20005

Mark C. Roseblum

Judy Sello

AT&T

Room 324511

295 North Maple Avenue
Basking Ridge, NJ 07920

Anthony M. Marquez

Colorado Public Utilities Commission
First Assistant Attorney General
Office of the Attorney General

1525 Sherman Street, 6™ Floor
Denver, Colorado 80203

Robert J. Aamoth

Competitive Telecommunications Association
Kelley Drye & Warren LLP

1200 19™ Street, N. W., Suite 500
Washington, D. C. 20036

Ronald L. Ripley

Dobson Communications Corporation
13439 North Broadway Extension
Oklahoma City, OK 73114

Thomas R. Gibbon

Anthony M. Black

Frankie Foster-Davis

Public Service Commission of the
District of Columbia

Bell, Boyd & Lloyd

1615 L Street, N. W., Suite 1200

Washington, DC 20036



George N. Barclay

Michael J. Ettner

General Services Administration
1800 F. Street, N. W., Room 4002
Washington. D. C. 20405

John F. Raposa

GTE Service Corporation

600 Hidden Ridge, HQE03J27
P. O. Box 152092

Irving, TX 75015-2092

Michael T. Skrivan

Harris, Skrivan & Associates, LLC
8801 S Yale, Suite 450

Tulsa, OK 74137

Diane C. Munns

Towa Ultilities Board

350 Maple Street

Des Moines, lowa 50319

David A. Irwin

Irwin, Campbell & Tannenwald, P. C.
1730 Rhode Island Avenue, N. W.
Suite 200

Washington, D. C. 20036-3101

Snavely King Majoros O’Connor & Lee
General Services Administration
1220 L Street, N. W_, Suite 410
Washington, D. C. 20005

Gail L. Polivy

GTE Service Corporation

1850 M Street, N. W., Suite 1200
Washington, DC 20036

Myra L. Karegaines

[llinois Commerce Commission
160 N. LasSalle, Suite C-800
Chicago, Illinois 60601

William H. Smith, Jr.

Federal and Legislative Programs
Iowa Utilities Board

350 Maple Street

Des Moines, lowa 50319

Amy E. Dougherty

Kentucky Public Service Commission
730 Schenkel Lane

P. O. Box 615

Frankfort, Kentucky 40602



Chuck Goldfarb

MCI WorldCom, Inc.

1801 Pennsylvania Avenue, NW
Washington, DC 20006

Lawrence G. Malone
Public Service Commission

Of the State of New York
Three Empire State Plaza
Albany, New York 12223-1350

Katherine M. Harris

John P. Stanley

Personal Communications Industry Association
Wiley, Rein & Fielding

1776 K Street, NW

Washington. DC 20006

Joe D. Edge

Tina M. Pidgeon

Puerto Rico Telephone Company
Drinker Biddle & Reath LLP

901 15™ Street, N. W.

Suite 900

Washington, DC 20005

L. Marte Guillory

Jill Canfield

NTCA

2626 Pennsylvania Avenue, NW
Washington, DC 20037

Bryan G. Moorhouse

Susan Stevens Miller

Maryland Public Service Commission
6 Saint Paul Street

Baltimore, Maryland 21202

Steven T. Nourse
Assistant Attorney General
Public Utilities Section
180 E. Broad Street
Columbus, Ohio 43215

Angela E. Giancarlo

Government Relations

Personal Communications Industry Association
500 Montgomery Street, Suite 700

Alexandria, VA 22314-1561

Margot Smiley Humphrey
NRTA

Koteen & Naftalin, LLP

1150 Connecticut Avenue, NW
Suite 1000

Washington, DC 20036

Stuart Polikoff

Stephen Pastgorkovich
OPASTCO

21 Dupont Circle, NW
Suite 700

Washington, DC 20036



Robert M. Lynch

Roger K. Toppins

Hope Thurrott

SBC Communications Inc.
One Bell Plaza, Room 3023
Dallas, Texas 75202

Sandra K. Williams

Sprint Corporation

4220 Shawnee Mission Parkway
Suite 303A

Westwood, KS 66205

Charles C. Hunter

Catherine M. Hannan
Telecommunications Resellers Association
Hunter Communications Law Group

1620 I Street, N. W.

Suite 701

Washington, D. C. 20006

Robert B. McKenna

John L. Traylor

US West Communications, Inc.
Suite 700

1020 19" Street, N. W., Suite 700
Washington, DC 20036

Michele C. Farquhar

David L. Sieradzki

Ronnie London

Western Wireless Corporation
Hogan & Hartson, LLP
Columbia Square

555 Thirteenth Street, N. W.
Washington, D.C. 20004-1109

Jay C. Keithley

H. Richard Juknke

Sprint Corporation

1850 M Street N. W., 11" Floor
Washington, DC 20036-5807

Jonathan Chambers

Sprint PCS

1801 K Street N. W., Suite M112
Washington, D. C. 20006

Lawrence E. Sarjeant
Linda L. Kent

Keith Townsend
John W. Hunter

United States Telephone Association

1401 H Street, N. W., Suite 600
Washington, DC 20005

Gene DelJordy

Western Wireless Corporation
3650 — 131° Avenue, S. E.
Suite 400

Bellevue, WA 98006

Samuel E. Ebbesen

President & Chief Executive Officer
Virgin Islands Telephone Corporation

P. O. Box 6100
St. Thomas, USVI 00801-6100



Jerome Tishmack

BEK Communications Cooperative
200 East Broadway

P. O. Box 230

Steele, ND 58482-0230

Kenneth Carlson

United Telephone Mutual Aid Corporation

411 7™ Avenue
Post Office Box 729
Langedon, North Dakota 58249

David L. Dunning
Executive Vice President
Polar Telecommunications
P.O.BoxT

110 4" Street E.

Park River, ND 58270

Eugene P. Provost

Peter Verniero

State of New Jersey

New Jersey Board of Public Utilities
124 Halsey Street

P. O. Box 45029

Newark, NJ 07101

Steve Ellenbecker

Kristin H. Lee

Steve Furtney

Wyoming Public Service Commission
700 West 21* Street

Cheyenne, WY 82002

Orin R. Heend

School District of Philadelphia
Funds for Learning, LLL.C

1899 L Street, N. W., Suite 500
Washington, DC 20036

L. Dan Wilhelmson

Consolidated Telephone Cooperative
507 South Main

Dickinson, ND 58601

Paul Thland

Wolverton Telephone Company
P. O. Box 129

Wolverton, MN 56594

Richard A. Askoff

National Exchange Carriers Association
100 South Jefferson Road

Whippany, NJ 07981

* VIA HAND DELIVERY



