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AT&T REPLY COMMENTS ON HIGH-COST LOOP SUPPORT CAP

Pursuant to Section 1.415 of the Commission's Rules, 47 C.F.R. § 1.415, and the
Commission's Public Notice, DA 00-121, released January 24, 2000, AT&T Corp.
("AT&T") submits these reply comments on the Commission's request for comment on
elimination of the individual study area caps associated with high-cost loop support.

AT&T opposes the requests of the National Rural Telecom Association ("NRTA")/
the Organization for the Promotion and Advancement of Small Telecommunications
Companies ("OPASTCO"), the National Telephone Cooperative Association ("NTCA"),
and the United States Telecom Association ("USTA") for elimination of the overall cap on
high-cost funding, a matter on which the Commission did not seek comment. These
commenters contend that the interim overall cap on the high-cost fund has hindered
achievement of the statutory requirement that universal service be "specific, predictable and
sufficient." 47 U.S.C. 254(b)(5); USTA at 2; see also NRTA/OPASTCO at 5; NTCA at 4.

They are wrong.
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In the Universal Service Order' ( 302), the Commission continued to prescribe a
cap on the growth of the universal service fund ("USF") used to support high-cost loops
until rural carriers calculate their support using forward-looking economic cost ("FLEC").
It stated that this "overall cap will prevent excessive growth in the size of the fund during
the period preceding the implementation of a forward-looking support mechanism." The
Commission further concluded that such a cap "will encourage carriers to operate more
efficiently by limiting the amount of support they receive" and that "excessive growth in
high loop cost support would make the change to forward-looking support mechanisms
more difficult for rural carriers if those support mechanisms provide significantly different
levels of support." Based on its "experience with the indexed cap on the current high cost
support mechanisms," the Commission concluded that "the indexed cap effectively limits
the overall growth of the fund, while protecting individual carriers from experiencing
extreme reductions in support." Id.

On petitions for review of the Universal Service Order, various parties challenged
the overall cap which limits the total available support to the previous year's level, adjusted
for growth in the number of working loops. The Fifth Circuit, however, affirmed the
reasonableness of the overall cap, stating that the "cap's track record, however, reflects a
reasonable balance between the Commission's mandate to ensure sufficient support for
universal service and the need to combat wasteful spending. The agency's broad discretion

to provide sufficient universal service funding includes the decision to impose cost controls

' Federal-State Joint Board on Universal Service Reform, CC Docket No. 96-45,
Report and Order, FCC 97-157, released May 8, 1997 ("Universal Service Order™).




to avoid excessive expenditures that will detract from universal service." Alenco
Communications Inc. v. FCC, No. 98-60213, 2000 WL 60255, slip op. at 7 (5" Cir.
Jan 25, 2000).

Given that the Commission is scheduled to reexamine the basis of high-cost
support for rural carriers after January 1, 2001, it would certainly be unwise to
eliminate the overall cap and let costs burgeon now. This is all the more true
because even once the Commission implements high-cost support for rural carriers
based on efficient forward-looking economic cost, it will no doubt provide (as it did
for non-rural carriers) a transitional hold-harmless provision under which
rural carriers would receive the greater of either their pre-existing universal service
support amount or the support to which they would be entitled under the new
forward-looking cost-based mechanism.” As the Commission emphasized, the
interim hold-harmless provision is a fransitional measure that is intended to protect
consumers in high-cost areas from potential rate shock during the shift to the
forward-looking mechanism. The overall cap on the growth of the high-cost loop
component of the USF will also help prevent rate shock upon conversion to a

forward-looking cost-based system for rural carriers. Accordingly, it would be

In the Methodology Order, the Commission established an interim hold-harmless
provision under which non-rural carriers would receive the greater of either their
pre-existing universal service support amount or the support to which they would be
entitled under the new forward-looking cost-based mechanism. Federal-State Joint
Board on Universal Service Reform, CC Docket No. 96-45, Ninth Report & Order and
Eighteenth Order on Reconsideration, FCC 99-306, 9 78-88, released November 2,
1999 ("Methodology Order").
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entirely inappropriate to climinate the overall cap on the size of high-cost loop

support fund at this time.

CONCLUSION
For the rcasons stated above, the Commission should not eliminate the overall cap
on the USF available for high-cost loop support.
Respecifully submitted,
AT&T CORP.

By /s/ gtw&fw |

(/Mark (Rosenblum
Judy Sello

Room 1135L2

295 North Maple Avenue

Basking Ridge, New Jersey 07920
(908) 221-8984

Its Altorneys

March 6, 2000




RTET LA

(—J

I1D:9089036120 MAR 06’00 12:08 No.

CERTIFICATE OF SERVICE

1, Taura V. Nigro, do hereby certify that on this 6th day of March, 2000, a copy of

the foregoing "AT&1 Reply Comments on High-Cost Loop Support Cap” was served by

U S. first class mail, postage prepaid, on the partics named on the attached Service J.ist,

sl )S/W\/ Ww

“aura V. Nigro

(an]

D

)]

o




SERVICE LIST
UNIVERSAL SERVICE
CC DOCKET NO. 96-45

The Honorable Susan Ness, Chair
Commissioner

Federal Communications Commission
445 Twelfth Street, SW, Room 8-B115
Washington, DC 20554

Irene Flannery

Acting Ass't. Division Chief

CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-A426
Washington, DC 20554

The Honorable Harold Furchtgott-Roth
Commissioner

Federal Communications Commission
445 Twelfth Street, SW, Room 8-A302
Washington, DC 20554

Paul Gallant

Federal Communications Commission
Legal Advisor to Commissioner Tristani
445 Twelfth Street, SW, Room 8-C302B
Washington, DC 20554

The Honorable Gloria Tristani
Commissioner

Federal Communications Commission
445 Twelfth Street, SW, Room A-C302
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 James M. Posey
Commissioner

Alaska Public Utilities Commission
1016 West 6™ Ave., Suite 400
Anchorage, AK 99501

Sandra Makeeff Adams
Accountant

Iowa Ultilities Board
350 Maple Street

Des Moines, 1A 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

445 Twelfth Street, SW, Room 8-A302E
Washington, DC 20554

The Honorable Martha S. Hogerty
Public Counsel

Secretary of NASUCA

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 of Nevada
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

Jordan Goldstein

Federal Communications Commission
Legal Advisor to Commissioner Ness
445 Twelfth Street, SW, Room 5-C441
Washington, DC 20554

Barry Payne

Economist

Indiana Office of the 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

Brad Ramsay

Deputy Assistant

General Counsel

National Assoc. of Regulatory 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, III

Chairman

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

Austin, TX 78711-3326

Peter Bluhm

Director of Policy

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

445 Twelfth Street, SW, Room 5A-663
Washington, DC 20554

Lisa Boehley

Attorney

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-B544
Washington, DC 20554

Katherine Schroder

Deputy Division Chief

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-A423
Washington, D.C. 20554

Steve Burnett

Public Utilities Specialist

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-B418
Washington, D.C. 20554

Bryan Clopton

Public Utilities Specialist

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-A465
Washington, DC 20554

Andrew Firth

Attorney

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-A505
Washington, DC 20554

Lisa Gelb

Division Chief

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-A520
Washington, DC 20554

Emily Hoffnar

Federal Staff Chair

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-A660
Washington, DC 20554

Charles L. Keller

Attorney

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-A664
Washington, DC 20554

Katie King

Attorney

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-B550
Washington, DC 20554

Robert Loube

Telecom Policy Analyst

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-B524
Washington, DC 20554




Brian Millin

Interpreter

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-A525
Washington, DC 20552

Sumita Mukhoty

Attorney

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-A633
Washington, DC 20554

Mark Nadel

Attorney

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-B551
Washington, DC 20554

Gene Fullano

Attorney

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-A623
Washington, DC 20554

Richard D. Smith

Attorney

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5B-448
Washington, DC 20554

Matthew Vitale

Attorney

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-B530
Washington, D.C 20554

Melissa Waksman

Deputy Division Chief

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-A423
Washington, DC 20554

Sharon Webber

Attorney

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 4-A425
Washington, DC 20554

Jane Whang

Attorney

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-B540
Washington, D.C. 20554

Adrian Wright

Accountant

Federal Communications Commission
CCB, Accounting Policy Division

445 Twelfth Street, SW, Room 5-B510
Washington, DC 20554

Ann Dean

Assistant Director

Maryland Public Service Commission
6 Paul Street, 16" 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 of Consumer 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 Margot Smiley Humphrey

Technical Advisor Koteen & Naftalin, LLP

High Cost Model 1150 Connecticut Ave, NW, Suite 1000
Maryland Public Service Commission Washington, DC 20036

6 St. Paul Street, 19" Floor Counsel for National Rural Telecom
Baltimore, MD 21202-6806

Diana Zake

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

Austin, TX 78711-3326

Tim Zakriski

NYS Department of Public Service
3 Empire State Plaza

Albany, NY 12223

Karen Brinkmann

Richard R. Cameron

Latham & Watkins

1001 Pennsylvania Avenue, NW

Washington, DC 20004
Counsel for CenturyTel, Inc.

John F.Jones

Director of Government Relations
CenturyTel, Inc.

100 Century Park Drive

Monroe, LA 71203

Robert Adkisson

President

GVNW Consulting, Inc.

PO Box 25969

Colorado Springs, CO 80936

Richard A. Askoff

Regina McNeil

National Exchange Carrier
Association, Inc.

80 South Jefferson Road

Whippany, NJ 07981

Association

S. Stuart Polikoff

Stephen Pastorkovich

Organization for the Promotion and
Advancement of Small
Telecommunications Companies

21 Dupont Circle, NW, Suite 700

Washington, DC 20036

L. Marie Guillory

Daniel Mitchell

National Telephone Cooperative
Association

4121 Wilson Boulevard, 10" Floor

Arlington, VA 22203-1801

Emmanuel Staurulakis
President

John Staurulakis, Inc.
6315 Seabrook Road
Seabrook, MD 20706

Heather H. Grahame

Dorsey & Whitney, LLP

1031 W. 4™ Avenue, Suite 600

Anchorage, AK 99501
Counsel for TelAlaska, Inc.

Lawrence E. Sargeant

Linda L. Kent

Keith Townsend

John W. Hunter

Julie L. Rones

United States Telecom Association
1401 H. Street, NW, Suite 600
Washington, DC 20005




