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November 30, 1999

Hon. Magalie Roman Salas

Office of the Secretary

Federal Communications Commission
The Portals

445 Twelfth Street, S.W.

Room TW - A 325

Washington, DC 20554

RE: Comments on the Interim Hold-Harmless Provision ,
Federal-State Joint Board on Universal Service, CC
Docket No. 96-45, FCC 99J-2

Dear Secretary Salas:

The New York State Department of Public Service
("NYDPS") submits this letter in response to the Joint Board's
request for comments in the above captioned matter regarding the
hold-harmless provision for high cost funding provided to non-
rural carriers recently adopted by the Commission. Specifically,
this letter in lieu of comments addresses the procedures and
schedules for eliminating the hold-harmless provision.

In establishing its revised mechanism for providing
federal high cost support for non-rural carriers (See,
FCC 99-306), the Commission adopted an interim hold-harmless
provision to avoid "rate shock" by ensuring that non-rural
carriers continue to receive as much federal high cost support as
they would have under the previous mechanism. Concurrently, the
Commission requested recommendations from the Joint Board on how
and when to phase-out this provision. The NYDPS supports the
Commission's clarification that this hold-harmless support is not
a perpetual entitlement for the reasons discussed in our
December 22, 1998 comments in CC Docket No. 96-45.

Indeed, the hold-harmless support most non-rural
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companies receive could be eliminated immediately without risk of
"rate shock.” Of the 21 companies that will receive hold-

harmless support, 15 companies receive less than $1 per line per
month. Even assuming that in each of these 15 cases the reduced
federal support would be replaced by increased intrastate rates
(which we do not *), such minimal increases would not produce
"rate shock."

Four of the remaining six companies receiving hold-
harmless support will receive monthly amounts ranging from $1.57
to $2.88 per line. Although the NYDPS believes these amounts of
support also could be eliminated immediately without "rate
shock," a brief transition of not more than three years would be
acceptable. Such a transition could limit annual support
reductions (and potential intrastate rate increases) to a maximum
amount of $1 per line per month. Such reductions would be
comparable to those we recommend for the former 15 companies.

Only the two non-rural carriers serving Puerto Rico
will receive hold-harmless amounts that represent a significant
portion of their estimated costs of providing universal service.
These companies, Puerto Rico Telephone Company and PRTC-Central,
will receive $8.52 and $23.47 per line per month, respectively. -
A transition period of more than three years for phasing-out the
hold-harmless provision would appear to be appropriate in these
cases to avoid potentially large local rate increases.

- The extent to which any reduction in federal support will be
offset by intrastate rate increases will be determined by
individual states.

- The amount of support these two companies are receiving is
based upon the previous mechanism (combined, over $133
million annually). Serious questions are raised by the fact
that neither of these companies qualify for support under

the Commission's new high cost mechanism. A more thorough
examination of the reasons for this funding divergence would
be appropriate to ensure that telephone customers in Puerto
Rico neither receive unwarranted support nor are denied
justifiable support as the Commission transitions to its new
high-cost mechanism. We recommend that the Commission
undertake such an investigation before determining an
appropriate transition schedule for these two companies.
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In sum, the NYDPS recommends that the Commission adopt,
as soon as possible, a transition period of no more than three
years for the elimination * of hold-harmless support for non-
rural carriers, with the exception of the carriers serving Puerto
Rico.

Sincerely,

Lawrence G. Malone
General Counsel

Public Service Commission
of the State of New York
Three Empire State Plaza
Albany, NY 12223-1350

- The Commission should consider a schedule whereby at the
beginning of each year the carriers' hold-harmless support
is reduced by its current monthly per line support or $1 per
line per month, whichever is less.
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In the Matter of

RE: Comments on the Interim Hold-Harmless Provision
Federal-State Joint Board on Universal Service, CC
Docket No. 96-45, FCC 99J-2

CERTIFICATE OF SERVICE

[, Lucille T. Dillenbeck, hereby certify that an original and

four (4) copies of the letter in lieu of comments in the above-
captioned proceeding were sent via Airborne Express to Magalie
Roman Salas, Secretary of the Federal Communications Commission.
In addition, a copy was filed using the Commission's Electronic

Filing System and copies were sent by First Class Mail, postage
prepaid, to all parties on the attached service list.

Lucille T. Dillenbeck

Dated: November 30, 1999
Albany, New York
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James Lanni

Rhode Island Division
of Public Utilities

100 Orange Street
Providence Rl 02903
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Joel B. Shifman

Maine Public Utility Commission
State House Station 18
Augusta ME 04865
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Charles F. Larken

Vermont Department of
Public Service

120 State Street

Montpelier VT 05602
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Rita Barmen

Vermont Public Service Board
89 Main Street

Montpelier VT 05602
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Keikki Leesment
New Jersey Board of
Public Utilities

2 Gateway Center
Newark NJ 07102
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Veronica A. Smith

Deputy Chief Counsel

Pennsylvania Public Utility
Commission

P.O. Box 3265

Harrisburg PA 17105-3265
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Mary J. Sisak

District of Columbia

Public Service Commission
Suite 800

450 Fifth Street
Washington DC 20001
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Telecommunications Report
1333 H Street, N.W. - 11th Floor
West Tower

Washington DC 20005
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International Transcription
Services, Inc.

1231 20th Street, NW

Washington DC 20036
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Brad Ramsay

NARUC

1101 Vermont Avenue, N.W.
Suite 200

Washington DC 20005
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Magalie Roman Salas

Secretary

Federal Communications Commission
The Portals

445 Twelfth Street, S.W.

Room TW-A325

Washington DC 20554
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Lawrence Strickling

Common Carrier Bureau

Federal Communications Commission
445 12th Street, S.W.

Washington DC 20554
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Camille Stonehill

State Telephone Regulation
Report

1101 King Street

Suite 444

Alexandria VA 22314
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Alabama Public Service
Commission

P.O. Box 304260
Montgomery AL 36130-4260
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Richard Collier

Chief Counsel

Tennessee Regulatory Authority
460 James Robertson Pky.
Nashville TN 37243-0505
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Sandy Ibaugh

Indiana Utility
Regulatory Commission
901 State Office Bldg.
Indianapolis IN 46204
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Ronald Choura
Michigan Public
Service Commission
6545 Mercantile Way
Lansing Ml 48910
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Mary Street

lowa Utilities Board
Lucas Building

5th Floor

Des Moines IA 50316
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Gary Evenson
Wisconsin Public
Service Commission
P.O. Box 7854
Madison WI 53707
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Gordon L. Persinger
Missouri Public Service
Commission

P.O. Box 360

Jefferson City MO 65102
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Sam Loudenslager
Arkansas Public Service
Commission

1200 Center Street

P.O. Box C-400

Little Rock AR 72203
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Maribeth D. Swapp

Deputy General Counsel
Oklahoma Corp. Commission
400 Jim Thorpe Building
Oklahoma City OK 73105
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Marsha H. Smith
Idaho Public Utilities
Commission
Statehouse

Boise ID 83720
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Edward Morrison

Oregon Public Utilities
Commission

Labor and Industries Bldg.

Room 330

Salem OR 97310
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Mary Adu

Public Utilities Commission of the
State of California

505 Van Ness Avenue

San Francisco CA 94102
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Rob Vandiver

General Counsel

Florida Public Service
Commission

2540 Shumard Oak Blvd.
Tallahassee FL 32399-0850
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Glenn Blackmon

Washington U&TC

1300 S. Evergreen Park Dr., S.W.
P.O. Box 47250

Olympia WA 98504-7250
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Policy and Planning Division
Common Carrier Bureau

Federal Communications Commission
1919 M Street, N.W. - Room 544
Washington DC 20554
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Myra Karegianes

General Counsel

lllinois Commerce Commission
State of Illinois Building

160 No. LaSalle - Suite C-800
Chicago IL 60601-3104
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Ann Seha

Assistant Attorney General
Manager, Public Utilities Division
121 7th Place East, Suite 350
St. Paul MN 55101
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Robin McHugh
Montana PSC

1701 Prospect Avenue
P.O. Box 202601
Helena MT 59620-2601
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Honorable Sharon L. Nelson
Chairman

Washington Utilities and
Transportation Commission

1300 South Evergreen Park Dr., SW
PO Box 47250

Olympia, WA 98504-7250
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Ms. Sheryl Todd

Universal Service Branch

Accounts and Audits Division

Federal Communications Commission
2100 M Street, NW

8th Floor

Washington DC 20554
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Diane Munns

lowa Utilities Board

Lucas State Office Building
Des Moines, IA 50319
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The Honorable William E. Kennard
Chairman

Federal Communications Commission

The Portals

445 12th Street, S.W., 8th FI

Washington, DC 20554
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The Honorable Michael K. Powell
Commissioner

Federal Communications Commission
The Portals

445 12th Street, S.W., 8th FI
Washington, DC 20554

The Honorable Susan Ness
Commissioner

Federal Communications Commission
The Portals

445 12th Street, S.W., 8th FI
Washington, DC 20554

The Honorable Gloria Tristani
Commissioner

Federal Communications Commission
The Portals

445 12th Street, S.W., 8th FI
Washington, DC 20554

The Honorable Harold Furchgott-Roth
Commissioner

Federal Communications Commission
The Portals

445 12th Street, S.W., 8th FI
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Washington, DC 20554

Paul Misner

Senior Legal Advisor

Office of Commissioner Furchgott-
Roth

The Portals

445 12th Street, S.W., 8th FI

Washington, DC 20554

John Nakahata

Office of the Chairman

Federal Communications Commission
1919 M Street, NW

Room 814

Washington, DC 20554

James Casserly

Office of Commissioner Ness

Federal Communications Commission
The Portals

445 12th Street, S.W., 8th FI
Washington, DC 20554

Jane E. Mago
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Office of Commissioner Powell
Federal Communications Commission
The Portals
445 12th Street, S.W., 8th FI
Washington, DC 20554

Rick Chessen, Senior Legal Advisor
Office of Commissioner Tristani
Federal Communications Commission
The Portals

445 12th Street, S.W., 8th FI
Washington, DC 20554

Emily Hoffnar, Federal Staff Chair
Accounting and Audits Division
Universal Service Branch

Federal Communications Commission
2100 M Street, NW

Room 8617

Washington, DC 20554

Timothy Peterson

Deputy Division Chief

Accounting and Audits Division
Federal Communications Commission
2100 M Street, NW

Room 8613

Washington, DC 20554
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The Honorable Julia Johnson
State Chair

Florida Public Service Commission
2540 Shumard Oak Boulevard
Gerald Gunther Building
Tallahassee, FL 32399-0850

The Honorable David Baker
Commissioner

Georgia Public Service Commission
244 Washington Street, SW
Atlanta, GA 30334-5701

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

The Honorable Laska Schoenfelder
Commissioner

South Dakota Public Utilities Commission
State Capitol

500 E. Capitol Street

Pierre, SD 57501-5070
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Martha S. Hogerty

Public Counsel for the State
of Missouri

301 West High Street

Suite 250

PO Box 7800

Jefferson City, MO 65102

Charles Bolle

South Dakota Public Utilities
Commission

State Capitol

500 E. Capitol Street

Pierre, SD 57501-5070

Deone Bruning

Nebraska Public Service Commission
300 The Atrium

1200 N Street

PO Box 94927

Lincoln, NE 68509-4927

Rowland Curry

Texas Public Utility Commission
1701 North Congress Avenue
PO Box 13326

Austin, TX 78701
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Bridget Duff, Staff Chair

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL 32399-0866

Sandra Makeeff

lowa Utilities Board

Lucas State Office Building
Des Moines, IA 50319

Lori Kenyon

Alaska Public Utilities Commission
1016 West Sixth Avenue

Suite 400

Anchorage, AK 99501

Debra M. Kriete

Pennsylvania Public Utilities
Commission

Commonwealth and North Avenues
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North Office Building
Room 110
PO Box 3265
Harrisburg, PA 17105-3265

Chairman

Maryland Public Service Commission
6 St. Paul Street

16th Floor

Baltimore, MD 21202-6806

Thor Nelson

Colorado Office of Consumer Counsel
1580 Logan Street

Suite 610

Denver, CO 80203

Barry Payne

Indiana Office of the
Consumer Counsel

100 North Senate Avenue
Room N501

Indianapolis, IN 46204-2208
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Brian Roberts
California Public Utilities
Commission
505 Van Ness Avenue
San Francisco, CA 94102

Tiane Sommer

Georgia Public Service Commission
244 Washington Street, SW
Atlanta, GA 30334-5701
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Bill Allen
Bell Atlantic Telephone Corp.
158 State Street
Albany, New York 12207
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Mary Liz Hepburn
Bell Atlantic Telephone Corp.
1300 | Street, N.W.
Washington, D.C. 20005



Hon. Magalie Roman Salas November 30, 1999

Kathryn C. Brown
Chief of Staff
Office of Chairman
William E. Kennard
Federal Communications Commission
The Portals
445 12th Street, S.W., 8th FI
Washington, D.C. 20554



