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SUMMARY

The commenters generally recognize that the Joint Board's Second Recommended

Decision is a major step forward in the effort to design a new federal universal service

system that maintains support at appropriate levels.

As shown in Section I, there is widespread agreement that the Commission should

adopt those portions of the Joint Board's recommendation designed to keep federal universal

service support at reasonable levels. For example, commenters support the Joint Board's

recommendation, which was initially adopted by the Commission, to base federal universal

service support on a forward-looking economic cost model. The commenters demonstrate

that such an approach will keep the federal USF at manageable levels, will provide

appropriate incentives for new entrants, and will avoid rewarding carriers that operate

inefficiently. As a result, the commenters generally agree that the Commission should reject

USTA's "alternative proposal," in which the Commission would simply convert all of the

revenues the LECs currently receive from the Presubscribed Interexchange Carrier Charge

("PICC") and the Carrier Common Line Charge ("CCLC") into universal service funding.

USTA's blatant reliance on embedded costs is flatly at odds not only with the 1996 Act, but

with the Commission's policy previously adopted in the universal service, access reform, and

local competition dockets.

Many commenters support other aspects of the Joint Board's recommendations that

would keep universal service funding at manageable levels. Accordingly, many commenters

agree that universal service support should be calculated on a study area basis, rather than
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on a wire center basis, because the wire center approach would only provide the LECs with

an unwarranted windfall. Moreover, as AT&T has previously shown, the major LECs do not

need any federal universal service support at all, and a strict "hold harmless" approach -

which guarantees carriers at least the same amount of support as they currently receive -

would also provide a windfall to those carriers. Accordingly, the Commission should

withhold support from the major LECs and adopt on a transitional basis a hold harmless rule

for other non-rural LECs, in which the difference between the support under the current

system and the new system is phased out over a period of years

Section II demonstrates that the Commission should adopt some, but not all, of the

Joint Board's recommendations concerning the assessment and recovery of USF

contributions. Specifically, most commenters agree with the Joint Board and AT&T that the

Commission should include both interstate and intrastate telecommunications revenues in the

assessment base for the high cost and low-income components of the USF. The Commission

has already correctly decided that it has jurisdiction to assess intrastate revenues, contrary

to the arguments of a few commenters.

The commenters also generally agree that, if the Commission decides to assess

contributions for the federal USF on the basis of total revenues, it similarly should permit

states, to the extent they create state USFs, to assess contributions for state USFs on the basis

of total revenues. This approach will ameliorate the impact of a smaller federal USF on any

given state, and will tend to minimize the high cost funding burden on a state's intrastate

sefVlces.
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The overwhelming majority of commenters addressing the issue also believe that the

Commission should not adopt the Joint Board's proposal to prevent carriers from assessing

line item charges that exceed their universal service assessment rates. The proposed rule

would interfere with the needs of carriers to recover uncollectible amounts associated with

their USF obligations, would unnecessarily preclude IXCs from recovering certain USF costs

that they incur through their indirect funding of ILECs, and would prevent carriers with

declining revenues from recovering their USF obligations. Further, the Joint Board's

principal rationale for its proposed rule -- the potential abuse of "market power" -- is simply

inapplicable to the competitive long distance industry.

Finally, the overwhelming majority of commenters agree with AT&T that the

Commission should decline the Joint Board's invitation to restrict carrier-customer

communications. Existing market forces provide reputable carriers with ample incentives

to communicate truthfully and in a non-misleading manner with their customers, and, in any

event, it is preferable for the Commission to exercise its enforcement authority under Section

201(b) to punish carriers on an individual basis, rather than to micromanage the billing

practices of all interstate carriers. If these forces prove insufficient over time, voluntary

guidelines can be developed through industry forums. The few commenters that appear to

support the adoption of "strict" regulations simply fail to consider or address other

alternatives, and thus fail to justify the draconian remedies that they endorse.
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Before the
FEDERAL COMMUNICAnONS COMMISSION

Washington, D.C. 20554

In the Matter of

Federal-State Joint Board
on Universal Service

)
)
)
)
)
)

CC Docket No. 96-45
DA No. 98-2410

AT&T REPLY COMMENTS ON
JOINT BOARD SECOND RECOMMENDED DECISION

Pursuant to the Commission's Public Notice released November 25, 1998 (DA 98-

2410), AT&T Corp. ("AT&T") hereby submits these reply comments on the Joint Board's

Second Recommended Decision, FCC 98J-7, released November 25, 1998, in the above-

captioned docket.

The commenters generally recognize that the Joint Board's Second Recommended

Decision is a major step forward in the effort to design a new federal universal service

system that maintains support at appropriate levels.1 Further, the commenters generally agree

that the Joint Board correctly determined that a forward-looking economic cost methodology

should be used to calculate USF support. As a result, there is wide agreement among the

commenters that USTA's "alternative proposal," which bases support on embedded costs,

should be rejected by the Commission. The commenters also agree with the Joint Board that

costs should be calculated at the study area level in order to maintain support at current

levels, and a number of commenters recognize that a strict "hold harmless" rule is

1 A list of the parties filing comments is attached as Appendix A.



inappropriate.

Similarly, the majority of commenters agree that high cost support should be

simultaneously assessed and recovered from end-users on the basis of total interstate and

intrastate revenues because such an approach is administratively simpler and eliminates

incentives that would otherwise exist to misclassify revenues to avoid universal service

assessments. The commenters also generally oppose restrictions on the ability of carriers to

design their own recovery mechanisms, and demonstrate that the Joint Board's

recommendations, if adopted, would not allow carriers to recover all of their USF costs.

Finally, the commenters overwhelmingly oppose restrictions on the ability of carriers to

communicate with their customers concerning USF funding obligations. As the commenters

show, market forces and selective enforcement will encourage carriers to provide truthful and

non-misleading information concerning these obligations, and there is thus no compelling

reason for the Commission to micromanage the billing practices of all interstate carriers.

I. THE COMMENTERS SUPPORT THE JOINT BOARD'S
RECOMMENDATIONS CONCERNING THE SIZE AND SCOPE OF THE
UNIVERSAL SERVICE MECHANISMS.

The Joint Board recognized that the new federal universal service support mechanisms

should nQt be significantly larger than the current ones, and the majority of commenters

agree. Thus, most commenters support the Joint Board's recommendations that will keep

the federal USF at manageable levels such as use of a forward-looking economic cost

methodology, calculation of support on a study area (rather than a wire center) basis, and

reduction of support to the major LECs that no longer need it. The only dissenters are USTA
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and a few of the LECs (GTE, BellSouth, SBC and U S WEST), who continue to press

USTA's discredited alternative proposal.

A. The Commenters Support The Joint Board's Recommendation That The
Commission Base The Federal Universal Service Mechanisms On
Forward-Looking Economic Cost.

A number of commenters support the Joint Board's recommendation, which was

initially adopted by the Commission, that federal universal service support should be based

on a forward-looking economic cost model. Second Recommended Decision, ,-r,-r 27-29; MCI

WorldCom at 9; Sprint at 3-4; CompTel at 2-3; California at 2. For example, California (at

2) specifically endorses the Joint Board's recommendation that the federal mechanisms

should "rely on a forward-looking cost methodology that maintains the level of the federal

high cost fund at or near the existing funding level." Other commenters reiterate that

universal service funding should be based on the costs of an efficient carrier, both to provide

appropriate incentives for new entrants and to avoid rewarding inefficient carriers. See,~,

MCI WorldCom at 10-11;~ also Federal-State Joint Board on Universal Service, Report

and Order, 12 FCC Red. 8776, 8899-8901 (,-r,-r 224-29) (1997) ("Universal Service Order").

In that regard, the Commission should reject USTA's alternative proposal, in which

the Commission would simply convert all of the revenues the LECs currently receive from

the Presubscribed Interexchange Carrier Charge ("PICC") and the Carrier Common Line

Charge ("CCLC") into universal service funding. This alternative would completely

undermine the forward-looking economic cost approach recommended by the Joint Board.

See USTA at 2-4; BellSouth at 3; SBC at 3; GTE at 3-4.
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Indeed, although the USTA proposal is riddled with innumerable flaws, the most

fundamental flaw is its blatant reliance on embedded costs, rather than forward-looking

economic costs, as the basis for determining the support implicit in access charges that

should be made explicit. The PICC and the CCLC were never designed to be cost-based

universal service subsidies, and certainly not subsidies based on forward-looking economic

cost. USTA simply assumes, without any foundation, that the PICC and CCLC contain only

legitimate universal service costs and ll.Q above-cost windfall. But there is no basis for such

an assumption, and indeed, the Commission has elsewhere adopted mechanisms designed

to subject those rate elements to competition precisely because they exceed the legitimate

costs of access and universal service. ~ Access Charge Reform, First Report and Order,

12 FCC Rcd. 15982 (1997), aff'd sub nom. Southwestern Bell Tel. Co. v. ECC, 153 F.3d 520

(8th Cir. 1998). Shifting the entirety ofthese revenues into the USF, windfall and all, would

simply protect these revenues from competitive forces and eliminate the possibility -- on

which the Commission's "market-based" approach to access reform is founded -- that new

entrants could reduce access charges to cost-based levels by competing away those

windfalls.2 In short, USTA's proposal is flatly at odds not only with the 1996 Act but with

Commission policy previously adopted in the universal service, access reform, and local

2 GTE would not limit the new USF to revenues from the PICC and the CCLC, but would
also transfer windfalls resident in its other traffic sensitive rates to the USF as well. See
GTE at 3-4. Thus, GTE would have the USF grow to an astounding $5.9 billion -- even
more than the $4.3 billion embodied in the USTA proposal, which is limited to common line
rates. See id.;~ also MCI WorldCom at 3 n.1.
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competition dockets. 3

Although SBC feebly protests that the Commission should not use forward-looking

cost models because a final model has not yet been chosen, SBC offers no reason to think

that a model cannot be completed according to the timetable already established by the

Commission.4 The Commission should stay the course, complete its work on the HCPM

model, and use that forward-looking cost model both to size the funding mechanisms and to

determine the amount of the implicit support that should be made explicit.

B. The Commission Should Adopt Other Reasonable Steps Recommended By
The Joint Board To Keep The Size Of The USF Manageable.

Many commenters also agree with the Joint Board that the USF should "only be as

large as necessary," and especially, that "current circumstances [do not] warrant a high cost

support mechanism that results in a significantly larger federal support amount than exists

today." Second Recommended Decision, ~~ 47, 49; ~, e...g.., Bell Atlantic at 3-5; Ameritech

at 4-6; California at 2. To that end, the Joint Board has offered a number of constructive

proposals that would keep the size of the USF from spinning out of control, and the

3 For a more complete rebuttal to USTA's proposal, see Letter from Bruce K. Cox to
Magalie Roman Salas, dated November 5, 1998 ("Cox Letter"). Another insidious feature
ofthe USTA proposal, echoed here by GTE (at 25-26), is that, while embedded costs would
be used to size the universal service support mechanisms, forward-looking cost studies would
be used to direct subsidies to areas with higher relative costs -- i.e., areas where the
embedded windfalls would be most protected from competitive entry. See Cox Letter at 3-4.

4 Iffor any reason a cost model cannot be completed according to the current timetable, the
Commission should simply continue the present system for an interim period, just as it did
when it extended the implementation date from January 1, 1999 to July 1, 1999. Under no
circumstances should the Commission amend the Part 36 separations rules during such an
interim period, as suggested by the Colorado PUC (at 2).
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commenters generally support such measures.

In particular, the commenters support the Joint Board's recommendation that universal

service support be calculated on a study areas basis, rather than on a wire center basis. See,

~, CompTel at 2-3; Bell Atlantic at 5; Ameritech at 5. As the commenters appropriately

recognize, calculation of support at the wire center level would cause the size of the USF to

explode. E.g., CompTel at 3. Because current levels of support are fully sufficient to ensure

universal service, such a dramatic increase would constitute a pure, unwarranted windfall to

the LECs. To be sure, as the Joint Board recognized, once significant competition develops

in the local exchange market, it may become appropriate to disaggregate universal service

support and calculate support on a basis smaller than a study area. 5 Until such competition

develops, however, there is nothing to be gained by calculating universal service support on

the most granular basis possible, with the result that incumbent LECs get a gigantic windfall.

Similarly, as AT&T has previously shown, the major LECs (the RBOCs and GTE)

do not need any federal universal service support at all. See AT&T Comments on Proposed

Methods for Determining High Cost Support at 5-7, Federal-State Joint Board on Universal

Service (filed May 15, 1998). A number of commenters echo AT&T's concerns. Indeed,

a number of commenters oppose the Joint Board's recommendation that all carriers be "held

harmless" under the new system (i.e., that all carriers should receive at least the same amount

of support as they do from current mechanisms). ~, bg., California at 6; Ohio Commission

5 Moreover, as CompTel notes (at 3), states invariably establish statewide prices for
unbundled network elements ("UNEs"); in the absence of disaggregated UNE rates,
disaggregated universal service support would simply invite arbitrage.
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at 4-5; Bell Atlantic at 5; MCI WorldCom at 17. As the Ohio Commission notes, holding

carriers harmless even though the cost models show that their support should decrease would

violate the basic principles of the Universal Service Order, in which the Commission found

that universal service subsidies should not reward carriers for inefficient operations. Ohio

Commission at 5. Therefore, the Commission should withhold support from the major LECs,

and in no event should the Commission, under the guise of a hold harmless approach,

provide to these carriers greater support than that required by measuring the need for such

support on a forward-looking economic cost basis at the study area level. The Commission

should adopt a hold-harmless rule for other non-rural LECs only on a transitional basis, in

which the difference between the support under the current system and the new system is

phased out over a period of years. ~ Ameritech at 5 n.12; MCI WorldCom at 17.6

II. THE COMMISSION SHOULD ADOPT SOME, BUT NOT ALL, OF THE
JOINT BOARD'S RECOMMENDATIONS CONCERNING THE
ASSESSMENT AND RECOVERY OF USF CONTRIBUTIONS.

A. Federal Contributions Should Be Assessed On The Basis Of Both
Interstate And Intrastate Revenues.

The Joint Board recommended that the Commission include both interstate and

intrastate telecommunications revenues in the assessment base for the high cost and

low-income components ofthe USF, rather than confining the assessment solely to interstate

6 As AT&T noted in its Comments (at 3-4), the Joint Board correctly recommended that the
Commission use a single national cost model, rather than adopting state cost studies. As the
ICC suggests (at 2-3), however, to the extent that a previously-submitted state study
demonstrates that a carrier should receive less support than it would otherwise receive under
the new federal system, the Commission should, at the election of the state, calculate support
based on the state study.
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revenues. Second Recommended Decision, ~~ 62-63. AT&T agreed with this conclusion

(at 6), and noted that assessing total revenues would have several important benefits: (i) it

would broaden the contribution base for the USF, and thereby lower the assessment rates

needed to support the fund; (ii) it would avoid imposing additional burdens on certain

carriers, such as wireless carriers, that do not separate revenues for regulatory and business

purposes; and (iii) it would eliminate incentives for carriers to minimize their USF

assessments by misclassifying revenues. 7

Numerous commenters agree with the Joint Board and AT&T on this issue. See GTE

at 30; BellSouth at 9; U S WEST at 15; RTC at 16; USTA at 11; Sprint at 14 (expressing

agreement so long as ILECs are not allowed to pass their contributions onto IXCs through

access charges). These commenters echo the reasoning provided by the Joint Board, and

further note that assessing contributions on the basis of total revenues is desirable because

"[a] non-jurisdictional contribution measurement ... parallels the non-jurisdictional

measurements, based on unseparated cost information, used to determine the extent to which

an individual ILEC's costs are above a national benchmark," RTC at 15-16, and because it

"provides the most equitable and competitively neutral assessment mechanism given the

increasing blur between interstate and intrastate revenues," BellSouth at 9.

The few commenters that oppose the Joint Board's recommendation argue that it

should be rejected because "the Commission does not have the authority under the Act to

7 The Joint Board also noted that assessing rates on total revenues would make it easier for
carriers "to allocate the revenues associated with packages, or bundles, of services that
include both intrastate and interstate components." Second Recommended Decision, ~ 63.
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assess intrastate revenues." Bell Atlantic at 7; see .als.Q ICC at 5; California at 8. The

Commission already (and properly) has rejected this argument. Universal Service Order,

~~ 807, 813-23.8 Indeed, the Commission already has determined that universal support

mechanisms for schools and libraries and rural health care providers will be funded based

on both intrastate and interstate revenues, id. ~ 837, and has recognized that the "majority

[of] state members of the Joint Board recommended that all of the universal service

mechanisms be supported 'through an assessment on the interstate and intrastate revenues

of interstate telecommunications carriers,''' id.. ~ 812 (emphasis added).

The few opposing commenters also suggest that assessing rates based on total

revenues would "violate the principle of competitive neutrality" because "[a] carrier with no

interstate revenues at all would be subject to assessment only by the states while its

competitor that has both interstate and intrastate revenues, no matter how small an amount,

would be subject to double-taxation based on all of its end user revenue." See Bell Atlantic

at 10; see illsQ ICC at 5; California at 10. The Commission also has rejected this argument,

noting that it misinterprets that Act's direction that contributions be "equitable and

nondiscriminatory." Universal Service Order, ~ 839 (quoting 47 U.S.c. § 254(b)(4)). As the

Commission has recognized, "'[e]quitable' does not mean 'equal,'" and there is nothing

inequitable about "calculating contributions the same for all competitors competing in the

same market segment." Id. Although a provider of interstate and intrastate services may pay

8 The Commission's determination is being reviewed by the Fifth Circuit. See Texas Office
of Public Utility Counsel v. ECC, No. 97-60421 (5th Cir.).
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a greater contribution than a provider of solely intrastate services, the provider of interstate

and intrastate services would pay a contribution according to the same formula as other

providers of interstate and intrastate services. See id. Because all similarly situated

providers are treated in the same manner, there is nothing discriminatory about this outcome.

B. The States Should Be Allowed To Assess Contributions On The Basis Of
Interstate And Intrastate Revenues.

The Joint Board further recommended that, if the Commission decided to assess

contributions for the federal USF on the basis of interstate and intrastate revenues, it

similarly should permit states, to the extent they create USFs, to assess contributions for state

USFs on the basis of total revenues. Second Recommended Decision, ~ 63. AT&T's

Comments expressed agreement with this condusion,9 noting that assessing total revenues

would ameliorate the impact of a smaller federal USF on any given state, and would tend to

minimize the high cost funding burden on a state's intrastate services. AT&T at 7.

The majority of commenters that addressed this issue agree with the Joint Board and

AT&T, noting that a contrary result would violate the principle of competitive neutrality.

See Ameritech at 1O~~alsQGTEat30-31~ U S WEST at 15~ BellSouthat9n.16. But~

Bell Atlantic at 8~ California at 8-9. The minority opposition suggests that the Joint Board's

9 AT&T's Comments noted that if states are allowed to assess state USF support on the basis
of total revenues, the state should reduce its intrastate access charges by a corresponding
amount. AT&T at 7. If the state fails to reduce intrastate access charges, the Commission
should reduce interstate access charges by a corresponding amount. Similarly, any increases
to the federal USF should be offset by commensurate interstate access charge reductions.
Id.. at n.9.
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recommended approach violates the Act, which allegedly permits the Commission to assess

contributions only on the basis of interstate services, and the States to assess contributions

only on the basis of intrastate services. ~ Bell Atlantic at 8. As discussed above, this

jurisdictional argument already has been rejected by the Commission, and properly so. See

also Universal Service Order, ~ 823 (rejecting the argument that the Act "divides the world

into two spheres").

In addition, California's suggestion that AT&T Communications of the Mountain

States. Inc v. Public Service Commission, 625 F. Supp. 1204 (D. Wyo. 1985), creates an

"uncertainty" as to whether states may lawfully assess contributions on the basis of interstate

revenues, California at 9-10, is ill-conceived. That case merely stands for the proposition

that the Commission's jurisdiction over interstate matters is exclusive absent a clear, express

deferral to the states. See id. at 1208. Nothing in that case prevents the Commission from

granting states the authority to assess state USF contributions on the basis of interstate

revenues -- the exact result recommended by the Joint Board, AT&T, and the majority of

commenters.

C. The Commission Should Not Adopt The Joint Board's Proposal To
Prevent Carriers From Assessing Line Item Charges That Exceed Their
Universal Service Assessment Rates.

The Joint Board further recommended that "the Commission gIve careful

consideration to a rule that provides that, for carriers that choose to pass through a line item

charge to consumers, the line item assessment be no greater than the carrier's universal

service assessment rate." Second Recommended Decision, ~ 69. As AT&T showed,
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however, the proposed rule would interfere with the needs of carners to recover uncollectible

amounts associated with their USF obligations, and would prevent carriers with declining

revenues from recovering their USF obligations. AT&T at 9-10.

The overwhelming majority of commenters that addressed this issue agree with

AT&T. See Sprint at 19-21; MCI WorldCom at 18; CompTe! at 7; AirTouch at 2-3; PCIA

at 4. These commenters demonstrate that the Joint Board's proposed rule ignores the fact

that "the percentage recovery surcharge must always exceed the percentage contribution

rates" as long as the Commission "requires USF contributions to be made on a broader base

of revenues than it allows them to be recovered through." Sprint at 21. Further, the Joint

Board's proposed rule would unnecessarily preclude IXCs from recovering certain USF costs

that they incur through their indirect funding of ILEC USF costs. Sprint at 21; MCI

WorldCom at 18. In addition, the proposed rule fails to account for the fact that, due to

uncollectibles, "no carrier receives 100 percent of the revenue it is billed," Sprint at 21.

Finally, because the long distance industry is competitive (as the Commission has repeatedly

found, see CompTel at 7), the Joint Board's concerns over the potential abuse of "market

power" are entirely misplaced. See MCI WorldCom at 19; CompTel at 7.

The two commenters that support the Joint Board's proposed rule do not provide any

persuasive rationale for its adoption. .s..e.e. GTE at 32; GSA at 15. GTE merely claims that

the rule is "reasonable," but fails to offer any explanation as to why. See GTE at 32. GSA,

on the other hand, relies on the same erroneous rationale advanced by the Joint Board -- that

IXCs may abuse their "market power" in the absence of the proposed rule. See GSA at 15.
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Because the long distance market is, in fact, competitive, "[t]he Commission can and should

rely upon market forces to ensure that carriers allocate universal service costs among their

customers in ajust and reasonable manner." CompTel at 7.

D. The Commission Should Decline The Joint Board's Invitation To Restrict
Carrier-Customer Communications.

The Joint Board also recommended that, in the interests of ensuring truthful

communications between carriers and their customers, the Commission prohibit carriers from

characterizing their USF funding obligation as a "tax" or "federally mandated," and that the

Commission consider standard nomenclature such as "Federal Carrier Universal Service

Contribution" to describe line-items on consumer bills. Second Recommended Decision,

~~ 68-70, 72. AT&T's Comments expressed concern with these proposals, noting that

(i) existing market forces provide reputable carriers with ample incentives to communicate

truthfully and in a non-misleading manner with their customers; (ii) it is preferable for the

Commission to exercise its enforcement authority under Section 201(b) to punish the few

unscrupulous carriers that may fail to provide truthful and non-misleading information, rather

than to micromanage the billing practices of all interstate carriers; and (iii) to the extent

billing guidelines are desirable, they should be established through industry forums that

would include all relevant service providers. AT&T at 8. 10

The overwhelming majority of commenters agree with AT&T. See Sprint at 18 ("it

10 AT&T's Comments also demonstrated that the Joint Board's concerns would be resolved
if the Commission were to adopt a simultaneous assessment and recovery mechanism that
would be assessed against carriers' retail services and collected by carriers from their retail
customers. AT&T at 9.
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is far better to 'punish the guilty' than to impose new layers of regulation on the whole

industry"); MCI WorldCom at 21 ("there is no need for the Commission to consider micro

managing the billing statements generated by competitive carriers"); DCC at 3 ("mandatory

universal service billing language would be costly and administratively burdensome with

little or no countervailing public interest benefit"); CompTe1 at 7-8 (the Board's

recommendations would "dramatically increase ... billing costs" and "engender more

confusion") (internal quotation omitted); USTA at 12 (prescriptive rules "would inhibit a

carrier's ability to respond quickly to changing customer needs"); AirTouch at 4 ("the

recommended requirements do not further either the goal of bill clarity or lower prices");

US WEST at 15-16.

The few commenters that appear to support the adoption of "strict" regulations, see

GSA at 14 -17; ICC at 4; RTC at 24-25, fail to recognize that strict, industry-wide,

Commission-mandated regulations are not the only, and certainly are not the most desirable,

means of addressing the concerns raised by untruthful or misleading billing charge

descriptions. The competitive marketplace will push carriers to provide truthful information

and to remedy consumer confusion, and selective punishment of transgressors can provide

additional deterrence while affording other carriers the flexibility to meet their customers'

evolving needs. If these forces prove insufficient over time, voluntary guidelines can be

developed through industry forums. The opponents fail to consider or address these other

alternatives, and thus fail to justify the draconian remedies that they endorse.

In any event, this issue is pending before the Commission in the Truth-In-Billing
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Proceeding, CC Docket No. 98-170, and should be resolved based on the record developed

in that proceeding.
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CONCLUSION

For the reasons stated above, the Commission should adopt the Second Recommended

Decision, except as noted above.

Respectfully submitted,

AT&T CORP.
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APPENDIX A

LIST OF COMMENTERS
CC Docket No. 96-45, DA 98-2410

December 23, 1998

AirTouch Communications, Inc. ("AirTouch")

Ameritech

Arkansas Public Service Commission, Kansas Corporation Commission, Maine
Public Utilities Commission, Montana Public Service Commission, New
Hampshire Public Utilities Commission, New Mexico Public Utility
Commission, Vermont Public Service Board, and West Virginia Public Service
Commission (the "Rural States")

AT&T Corp. ("AT&T")

Bell Atlantic Telephone Companies ("Bell Atlantic")

BellSouth Corporation ("BellSouth")

Trustees ofBoston University ("Boston University")

Colorado Public Utilities Commission (IColorado'PUC")

People of the State of Califomia and the Public Utilities Commission of the State
ofCalifornia ("California" or "CPUC")

Competitive Telecommunications Association ( l CompTel")

Dobson Communications Corporation ("DCC")

.General Services Administration ("GSA")

GTE Service Corporation ("GTE")

Harris, Skrivan & Associates LLC ("HSA")

Illinois Commerce Commission (1ICC")

ITCs, Inc. ("ITCs")

Kentucky Public Service Commission ("Kentucky PSC")

Commonwealth ofMassachusetts Department ofTelecommunications and
Energy ("MDTE")



MCI WorldCom, Inc. ("MCI WorldCom")

National Exchange Carrier Association, Inc. ("NECA")

New York State Department ofPublic Service ("NYDPS")

Public Utilities Commission of Ohio
("Ohio Commission")

Personal Communications Industry Association ("PCIA")

Puerto Rico Telephone Company ("PRTC")

Rural Telephone Coalition ("RTC")

SBC Communications, Inc. ("SBC")

Sprint Corporation ("Sprint")

Telecommunications Resellers Association ("TRA")

United States Telephone Association eUSTA")

U S WEST Communications, Inc. ("U S WEST")

Western Wireless Corporation ("Western Wireless")

Wyoming Public Service Commission C'WPSC")
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CERTIFICATE OF SERVICE

I, James P. Young, do hereby certify that on this 13th day of January,

1999, a copy of the foregoing "AT&T Reply Comments on Second Joint Board

Recommended Decision" was served via U.S. first class mail, postage prepaid, to the

parties on the attached Service List.
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SERVICE LIST
UNIVERSAL SERVICE
CC DOCKET NO. 96-45

The Honorable Susan Ness, Chair
Commissioner
Federal Communications Commission
1919 M Street, N.W., Room 832
Washington, DC 20554

Irene Flannery
Acting Ass't. Division Chief
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8922
Washington, DC 20554

The Honorable Harold Furchtgott-Roth
Commissioner
Federal Communications Commission
1919 M Street, N.W., Room 802
Washington, DC 20554

Paul Gallant
Federal Communications Commission
Legal Advisor to Commissioner Tristani
1919 M Street, N.W., Room 826
Washington, DC 20554

The Honorable Gloria Tristani
Commissioner
Federal Communications Commission
1919 M Street, N.W., Room 826
Washington, DC 20554

Lori Kenyon
Common Carrier Specialist
Alaska Public Utilities Commission
1016 West Sixth Avenue, Suite 400
Anchorage, AK 99501

The Honorable Julia Johnson, Chair
State Joint Board
Florida Public Service Commission
Gerald Gunter Building
2540 Shumard Oak Blvd.
Tallahassee, FL 32399-0850

Mark Long
Economic Analyst
Florida Public Service Commission
Gerald Gunter Bldg.
2540 Shumard Oak Blvd.
Tallahasse, FL 32399-0866

The Honorable David Baker
Commissioner
Georgia Public Service Commission
244 Washington Street, S.W.
Atlanta, GA 30334-5701

Sandra Makeeff Adams
Accountant
Iowa Utilities Board
350 Maple Street
Des Moines, IA 50319

The Honorable Laska Schoenfelder
Commissioner
South Dakota Public Utilities Commission
State Capitol, 500 East Capitol Street
Pierre, SD 57501-5070

Kevin Martin
Federal Communications Commission
Legal Advisor to

Commissioner Furchtgott-Roth
1919 M Street, N.W., Room 802
Washington, DC 20554



The Honorable Martha S. Hogerty
Public Counsel
Secretary ofNASUCA
Truman Building
301 West High Street, Suite 250
P.O. Box 7800

Jefferson City, MO 65102

Philip F. McClelland
Assistant Consumer Advocate
Pennsylvania Office of Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 17120

Charles Bolle
Public Utilities Commission ofNevada
1150 East William Street
Carson City, NV 89701

Thor Nelson
Rate Analyst/Economist
Colorado Office of Consumer Counsel
1580 Logan Street, Suite 610
Denver, CO 80203

James Casserly
Federal Communications Commission
Legal Advisor to Commissioner Ness
1919 M Street, N.W., Room 832
Washington, DC 20554

Barry Payne
Economist
Indiana Office ofthe Consumer Counsel
100 North Senate Avenue, Room N501
Indianapolis, IN 46204-2208

Rowland Curry
Policy Consultant
Texas Public Utility Commission
1701 North Congress Avenue
P.O. Box 13326
Austin, TX 78701
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Brad Ramsay
Deputy Assistant
General Counsel
National Assoc. ofRegulatory Utility
Commissioners
1100 Pennsylvania Avenue, N.W.
P.O. Box 684
Washington, DC 20044-0684

Brian Roberts
Regulatory Analyst
California Public Utilities Commission
505 Van Ness Avenue
San Francisco, CA 94102

Tiane Sommer
Special Assistant
Attorney General
Georgia Public Service Commission
47 Trinity Avenue
Atlanta, GA 30334

Patrick H. Wood, ill
Chairman'
Texas Public Utility Commission
1701 North Congress Avenue
P.O. Box 13326
Austin, TX 78711-3326

Peter Bluhm
Director ofPolicy
Vermont Public Service Board
Research Drawer 20
.112 State St., 4th Floor .
Montpelier, VT 05620-2701

Walter Bolter
Intergovernmental Liaison
Florida Public Service Commission
Gerald Gunter Building, Suite 270
2540 Shumard Oak Blvd.
Tallahassee, FL 32399-0850



Carl Johnson
Telecom Policy Analyst
New York Public Service Commission
3 Empire State Plaza
Albany, NY 12223-1350

Doris McCarter
Ohio Public Utilities Commission
180 E. Broad Street
Columbus, OH 43215-3793

Susan Stevens Miller
Assistant General Counsel
Maryland Public Service Commission
6 Paul Street, 16th Floor
Baltimore. MD 21202-6806

Mary E. Newmeyer
Federal Affairs Advisor
Alabama Public Service Commission
100 N. Union Street, Suite 800
Montgomery, AL 36104

Tom Wilson
Economist
Washington Utilities & Transportation
Commission
1300 Evergreen Park Drive, S.W.
P.O. Box 47250
Olympia, WA 98504-7250

Linda Armstrong
Attorney
Federal Communications Commission
CCB, Accounting and Audits Division
Universal Service Branch
2100 M Street, N.W., Room 8608
Washington, DC 20554

Lisa Boehley
Attorney
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8924
Washington, DC 20554
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Craig Brown
Deputy Division Chief
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8613
Washington, D.C. 20554

Steve Burnett
Public Utilities Specialist
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8618
Washington, D.C. 20554

Bryan Clopton
Public Utilities Specialist
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8615
Washington, DC 20554

Andrew Firth
Attorney
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8400B
Washington, DC 20554

Lisa Gelb
Division Chief
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8601A
Washington, DC 20554

Emily Hoffnar
Federal Staff Chair
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 861'7
Washington, DC 20554



Charles L. Keller
Attorney
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8918
Washington, DC 20554

Katie King
Attorney
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8625
Washington, DC 20554

Robert Loube
Telecom. Policy Analyst
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8609
Washington, DC 20554

Brian Millin
Interpreter
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8403
Washington, DC 20552

Sumita Mukhoty
Attorney
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8621
Washington, DC 20554

Mark Nadel
Attorney

'Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8916
Washington, DC 20554
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Kaylene Shannon
Attorney
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8907
Washington, DC 20554

Richard D. Smith
Attorney
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8612
Washington, DC 20554

Matthew Vitale
Attorney
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8600
Washington, D.C 20554

Melissa Waksman
Deputy Division Chief
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8914.
Washington, DC 20554

Sharon Webber
Attorney
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8920
,Washington, DC 20554

Jane Whang
Attorney
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW., Room 8905
Washington, D.C. 20554



Adrian Wright
Accountant
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, N.W., Room 8614
Washington, DC 20554

Ann Dean
Assistant Director
Maryland Public Service Commission
6 Paul Street, 16th Floor
Baltimore, MD 21202-6806

David Dowds
Public Utilities Supervisor
High Cost Model
Florida Public Service Commission
Gerald Gunter Bldg.
2540 Shumard Oaks Blvd.
Tallahassee, FL 32399-0866

Don Durack
High Cost Model
Staffer for Barry Payne
Indiana Office ofConsumer Counsel
100 North Senate Avenue
Indianapolis, IN 46204-2208

Greg Fogleman
Regulatory Analyst
High Cost Model
Florida Public Service Commission
Gerald Gunter Bldg.
2540 Shumard Oak Blvd.
Tallahassee, FL 32399-0866

Anthony Myers
Technical Advisor
High Cost Model
Maryland Public Service Commission
6 St. Paul Street, 19th Floor
Baltimore, MD 21202-6806
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DianaZake
Texas Public Utility Commission
1701 North Congress Avenue
P.O. Box 13326
Austin, TX 78711-3326

Tim Zakriski
NYS Department ofPublic Service
3 Empire State Plaza
Albany,NY 12223

Douglas D. Leeds
AirTouch Communications, Inc.
One California St., 29th Floor
San Francisco, CA 94111

Pamela J. Riley
AirTouch Communications, Inc.
1818 N Street, NW
Washington, DC 20036

Michael S. Pabian
Ameritech
2000 W. Ameritech Center Dr., Room 4H82
Hoffman Estates, IL 60196-1025

Samuel C. Ludenslager
Arkansas Public Service Commission
1000 Center Street
P. O. Box 400
Little Rock, AI( 72203-0400

Lawrence W. Katz
Edward D. Young, III
Michael E. Glover
Bell Atlantic
1320 N. Court House Rd., 8th Floor
Arlington, VA 22201

M. Robert Sutherland
Richard M. Sbaratta
BellSouth Corporation
1155 Peachtree St., NE, Suite 1700
Atlanta, GA 30309-3610



Robert Glass
11 Vincent Street
Cambridge, MA 02140

On behalf ofTrustees ofBoston University

Peter Arth, Jr.
Lionel B. Wilson
Ellen S. Levine
505 Van Ness Avenue
San Francisco, CA 94102
Attorneys for the People of the State of

Caliifornia and the Public Utilities
Commission ofthe State ofCalifornia

Anthony M. Marquez
Office of the Attorney General <

Colorado Public Utilities Commission
1525 Sherman St. - 6th Floor
Denver, CO 80203

Genevieve Morelli
Competitive Telecommunications Assn.
1900 M St., NW, Suite 800
Washington, DC 20036

Robert 1. Aamoth
Kelley Drye & Warren LLP
1200 19th St., NW, Suite 500
Washington, DC 20036
Attorneys for Competitive

Telecommunications Assn.

Ronald L. Ripley
Dobson Communications Corporation
13439 North Broadway Extension
Oklahoma City, OK 73114

George N. Barclay
Michael 1. Ettner
General Services Administration
1800 F St., NW, Room 4002
Washington, DC 20405
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Snavely King Majoros
O'Connor & Lee, Inc.

1220 L St., NW, Suite 410
Washington, DC 20005
Economic Consultants for

General Services Administration

John F. Raposa
GTE Service Corporation
600 Hidden Ridge, HQE03J27
P. O. Box 152092
Irving, TX 75015-2092

Gail L. Polivy
GTE Service Corporation
1850 M St., NW, Suite 1200
Washington, DC 20036

Michael T. Skrivan
Harris, Skrivan & Associates, LLC
8801 S. Yale, Suite 450
Tulsa, OK 74137

Myra L. Karegaines
Office ofGeneral Counsel
Illinois Commerce Commission
160 N. LaSalle, Suite C-800
Chicago, IL 60601

David A. Irwin
Irwin, Campbell & Tannenwald, PC
1730 Rhode Island Ave., NW, Suite 200
Washington, DC 20036-3101

Attorneys for ITCs, Inc. ,

Glenda Cafer
Eva Powers
Marianne Deagle
Kansas Corporation Commission
1500 S.W. Arrowhead Road
Topeka, KS 66604-4027



Amy E. Dougherty
Kentucky Public Service Commission
730 Schenkel Lane
P. O. Box 615
Frankfort, KY 40602

Joel B. Shifman, Esq
Maine Public Utilities Commission
242 State Street
18 State House Station
Augusta, ME 04333-0018

Janet Gail Besser
James Connelly
W. Robert Keating
Paul B. Vasington
Eugene J. Sullivan, Jr.
Commonwealth ofMassachusetts
Dept. ofTelecommunications & Energy
100 Cambridge Street, 12th Floor
Boston, MA 02202

Chuck Goldfarb
MCI WorldCom, Inc.
1801 Pennsylvania Ave., NW
Washington, DC 20006

Karen Finstad Hammel
Montana Public Service Commission
1701 Prospect Avenue
P.O. Box 202601
Helena, MT 59620-2601

Richard A. Askoff
National Exchange Carrier Assn., Inc.
100 South Jefferson Road
Whippany, NJ 07981

Margot Smiley Humphrey
Koteen & Naftalin, LLP
150 Connecticut Ave., NW
Washington, DC 20036
Attorneys for National Rural Telecom Assn.
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L. Marie Guillory
Jill Canfield
National Telephone Cooperative Assn.
2626 Pennsylvania Ave., NW
Washington, DC 20037

E. Barclay Jackson
New Hampshire Public

Utilities Commission
8 Old Suncook Road
Concord, NH 03301-7319

Leigh E. Contreras
Office of the General Counsel
New Mexico State Corporation Commission
Santa Fe, NM 87501

Lawrence G. Malone
Cheryl L. Callahan
Public Service Commission

of the State ofNew York
Three Empire State Plaza
Albany,NY 12223-1350

Betty D. Montgomery
Steven T. Nourse
Public Utilities Commission of Ohio
Public Utilities Section
180 E. Broad St., 7th Flooor
Columbus,OH 43215

Stuart Polikoff
Stephen Pastorkvich
OPASTCO .
21 Dupont Circle, NW, Suite 700
Washington, DC 20036

Angela E. Giancarlo
Government Relations
Personal Communications Industry Assn.
500 Montgomery St., Suite 700
Alexandria, VA 22314-1561



Katherine M. Harris
John P. Stanley
Wiley, Rein & Fielding
1776 K St., NW
Washington, DC 20006
Attorneys for Personal Communications

Industry Assn.

JoeD. Edge
Tina M. Pidgeon
Drinker Biddle & Reath LLP
901 15th St., NW, Suite 900
Washington, DC 20005

Attorneys for Puerto Rico Telephone Co.

Robert M. Lynch
Roger K. Toppins
Hope Thurrott
SBC Communications, Inc
One Bell Plaza, Room 3023
Dallas, TX 75202

Jay C. Keithley
H. Richard Juhnke
Sprint Corporation
1850 M St., NW, 11th Floor
Washington, DC 20036-5807

Sandra K. Williams
Sprint Corporation
Suite 303A
4220 Shawnee Mission Parkway
Westwood, KS 66205

Jonathan Chambers
SprintPCS
1801 K St., NW, Suite MI12
Washington, DC 20006

Charles C. Hunter
Catherine M. Hannan
Hunter Communications Law Group
1620 I St., NW, Suite 701
Washington, DC 20006
Attorneys for Telecommunications

Resellers Assn.
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Lawrence E. Satjeant
Linda L. Kent
Keith Townsend
John W. Hunter
United States Telephone Assn.
1401 H St., NW, Suite 600
Washington, DC 20005

Gene DeJordy
Western Wireless Corporation
3650 - 13151 Ave., SW, Suite 400
Bellevue, WA 98006



Michele C. Farquhar
David L. Sieradzki
Ronnie London
Hogan & Hartson, LLP
Columbia Square
555 Thirteenth St., NW
Washington, DC 20004-1109

Counsel for Western Wireless Corporation

Robert B. McKenna
John L. Traylor
U S WEST Communications, Inc.
1020 19th St., NW, Suite 700
Washington, DC 20036

George Young
Vermont Public Service Board
112 State Street
Drawer 20
Montpelier, VT 05620-2701

James Volz, Esq.
Vermont Dept. of Public Service
112 State Street
Montpelier, VT 05620-2701

Steven Hamula
Public Service Commission

ofWest Virginia
201 Brooks Street
P. O. Box 812
Charleston, WV 25323

Steve Ellenbecker
Kristin H. Lee
Steve Furtney
Wyoming Public Service Commission
2515 Warren Ave., Suite 300
Cheyenne, WY 82002
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