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The United States Telecom Association (USTA) hereby submits its comments in
response to the Commission’s Public Notice in the above-captioned proceeding.’
Specifically, the Federal-State Joint Board on Universal Service seeks comment on
schedules and procedures for implementing the interim hold-harmless provision for non-
rural carriers. The Joint Board was requested to respond to the Commission’s request for
Joint Board recommendations to implement that provision.2

USTA is the principal trade association of the local exchange carrier (LEC)
industry. Its members provide over 95 percent of the exchange carrier-provided access
lines in the United States. Incumbent LECs traditionally have been the sole providers of

universal service.

' Federal-State Joint Board on Universal Service Secks Comment on the Interim Hold-Harmless
Provision of the Commission's High-Cost Support Mechanism, Public Notice, FCC 99]-2, released
November 3, 1999 (Notice).

* Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Ninth Report & Order
and Eighteenth Order on Reconsideration, FCC 99-3006, released November 2, 1999, 9 88 (Methodology

Order).
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The Commission concluded that the new federal high-cost support mechanism for
non-rural carriers would contain interim hold-harmless support on a carrier-by-carrier

basis.” The Commission specified that, under this determination. “no non-rural carrier

will receive less support on a per-line basis than it receives under the current

mechanism.™ The Joint Board was requested by the Commission to make
recommendations by July 1., 2000 concerning how to implement the hold-harmless
provision without causing undue disruption to consumer rates in high-cost areas.” For the
reasons stated below. USTA advocates that the hold-harmless provision should be
continued until the potential for rate shock is eliminated and individual states have had
sufficient time to implement intrastate universal service funding.

The Commission specitically found that the hold-harmless provision was essential
to avoid substantial reductions of federal universal service support and any rate shock.”
The Commission adopted a carrier-by-carrier approach to prevent undue disruptions in
consumer rates.” ‘The current level of hold-harmless high cost support to non-rural
carriers is being used to keep local rates atfordable. If this support is eliminated, higher
and less affordable local rates will result. This was not the intent of the hold-harmless
provision. Thus. both the Joint Board and the Commission must take all necessary steps
to assure that hold-harmless high cost support is not ended until it is no longer needed to
keep local rates affordable. Rate shock and disruption need to be avoided.

The states currently bear the majority of telephone company costs. The loss of

hold-harmless high cost support would shift even greater amounts of high cost support to

‘Methodology Order at 1 77.
N d, {emphasis added).
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the states and thus onto local residential and business customers. Many states have not
implemented intrastate universal service mechanisms pending competition of the new
federal universal service plan. The Commission’s forward-looking ¢conomic cost model
does not estimate the real costs of providing universal service. Rather. it only seeks to
assure comparability in rates among states. This leaves to the states the task of
identifying the costs of providing local service within their borders and the different
sources of implicit subsidies that recover those costs.

The Commission cited the fact that “the Joint Board recognized that section 254
does not alter the states” historical responsibility for intrastate universal service.”™ The
Joint Board further stated that “the primary role of each state is to ensure reasonable
comparability within its borders.”™ [f the states are to tulfill their obligations, they need
to be given an adequate opportunity to determine the effects of the new federal non-rural
universal service plan once 1t is implemented. Then the states will need to develop
intrastate universal service plans to ensure that the federal plan does not result in rate
shock or residential rates that are not comparable between carriers within the state. The
states must be given adequate time to ensure that sufficient intrastate support makes up
for any decreases in funding as a result of the new federal non-rural universal service
support program. Until that occurs. the current levels of support must be maintained
through the federal hold-harmless provision.

The Joint Board and the Commission must recognize that rural carriers will
continue to receive tederal high cost universal service support through the existing

mechanism until at least January [, 2001. Until a federal universal service mechanism is

" Id at 179,
Y1 at 9 38.
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adopted for rural carriers. the states will have difficulty in determining the availability of
funds and therein developing intrastate plans.

[n conclusion, USTA urges the Joint Board to recommend to the Commission.
that the hold-harmless provision for non-rural carriers be continued until the potential for
rate shock is eliminated and the states have had sufficient time to implement adequate

intrastate universal service funding.

Respecttully submitted.
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