
IXCs to SEC. If a cost-based test is applied, SHC should receive terminating access

charges as compensation for its costs incurred when delivering the call to the called party,

and CLEC should likewise receive reciprocal compensation for delivering calls to called

parties, including ISPs. If a needs-based test is applied, CLEC will not be entitled to

reciprocal compensation unless they first demonstrate that it is "needed" for a given

customer, and SHC will not be entitled to terminating access charges unless it first

demonstrates that a "need" exists for a given customer. In addition, any universal service

funding that SBC currently receives would need to be revisited pursuant to this theory. It

would not longer be sufficient for SBC to demonstrate a need for universal service funding

by identifying high cost areas and considering only certain rates charged to those

customers; it would be necessary for SHC to demonstrate that each residential subscriber,

when all revenues from that subscriber are considered, generates a total revenue that is

less than the cost of providing service to that customer.

64. A second alternative is that SBC intends to apply the test at the level of the total revenues

derived from all of a CLEC's ISP customers collectively. Broader application of the

general principle underlying the SBC theory to classes of customers, rather than individual

customers, would have further implications. Terminating access charges would be

eliminated for all calls delivered to business subscribers, and would likely be eliminated for

all calls made to all residential subscribers. In order to receive universal service funding,

SBC must prove that the total revenue that it receives from providing services to
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residential subscribers is, in the aggregate, less than the total cost of serving those

customers. When this needs test is applied, it is likely that universal service funding will

no longer be necessary for SBC.

65 SBC notes at page 37 that when it "asked several CLECs during discovery in the Texas

Arbitration proceeding whether they contended 'that revenues that you receive from ISPs

do not exceed the TELRIC costs to serve ISPs,' not one CLEC stated that it was making

such an argument." SBC is correct, and in fact no CLEC made such an argument in that

proceeding. The reason, of course, is that such an analysis is irrelevant to the

determination of an appropriate cost-based rate for reciprocal compensation, and only

becomes relevant if the SBC needs-based theory is to be applied. Instead of making the

argument that SBC wished them to make, the CLECs in Texas argued that end users are

best served when telecommunications rates - including rates charged by carriers to other

carriers - are established based on cost and in recognition of the roles that interconnected

carriers play in ensuring that all calls are delivered to their intended destination.

66. The paradigm shift proposed by SBC in Texas and now in this proceeding - to

compensate carriers not for what they do (and the costs they incur) but instead based on

whether they "need" the money to serve a given customer or class of customers - will

certainly have consequences beyond the limited question of whether CLECs are entitled to

reciprocal compensation. Rather than tum the industry on its head in order address a

single issue, the Commission should first consider whether that issue can be effectively
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addressed within the conceptual framework currently in place. In this case, it can and

should be.

36



Certificate of Service

I, Christi Shewman, do hereby certify that on this 7th day of August, that I have served a copy of
the foregoing document via * messenger and U.S. Mail, postage prepaid, to the following:

u~
Christi Shewman

*Jane Jackson
Chief, Competitive Pricing Division
Federal Communications Commission
445 1ih Street, SW
Room TW-A225
Washington, DC 20554

Douglas E. Hart
Frost & Jacobs LLP
2500 PNC Center
201 East Fifth Street
Cincinnati, OH 45202

John M. Goodman
Attorney for Verizon
1300 I Street, N.W.
Washington, DC 20005

* International Transcription Service
1231 20th Street, NW
Washington, DC 20036

Ronald L. Plesser
Vincent M. Paladini
Piper Marbury Rudnick & Wolfe LLP
1200 19th Street, N.W.
7th Floor
Washington, DC 20036

Laurence G. Malone
General Counsel
State of New York
Department of Public Service
Three Empire State Plaza
Albany, NY 12223



Mark D. Schneider
Darryl Bradford
Jenner & Block
601 13th Street, N.W.
Washington, DC 20005

Richard S. Whitt
Cristin L. Flynn
WorldCom, Inc.
1801 Pennsylvania Ave., N.W.
Washington, DC 20006

Charles C. Hunter
Catherine M. Hannan
Hunter Communications Law Group
1620 I Street, N.W., Suite 701
Washington, DC 20006

Cleo Manuel
Executive Director
Keep America Connected
P.O. Box 27911
Washington, DC 20005

Joel H. Cheskis
Assistant Consumer Advocate
Commonwealth of Pennsylvania
555 Walnut Street, 5th Floor
Forum Place
Harrisburg, PA 17101-1923

Jonathan Askin
General Counsel
Association for Local

Telecommunications Services
888 17th Street, N.W.
Suite 900
Washington, DC 20006

Cynthia B. Miller, Esq.
Bureau of Intergovernmental Liaison
State of Florida Public Service Commis
Capital Circle Office Center
2540 Shumard Oak Boulevard
Tallahassee, FL 32399-0850

Susan Grant
Vice President, Public Policy
National Consumer League
1710 K Street, N.W.
Suite 1200
Washington, DC 20006



Aliceann Wohlbruck
Executive Director
National Association of

Development Organizations
444 North Capitol Street, N.W.
Suite 630
Washignton, DC 20001

Nancy Bloch
Executive Director
National Association of the Deaf
814 Thayer Avenue
Silver Spring, MD 20910

Lawrence E. Sarjeant
Linda L. Kent
John W. Hunter
Julie E. Rones
1401 H Street, N.W.
Suite 600
Washington, DC 20005

David W. Carpenter
David L. Lawson
James P. Young
Sidley & Austin
1722 Eye Street
Washington, DC 20006

Paul G. Afonso, Esq.
General Counsel
Commonwealth of Massachusetts
Office of Consumer Affairs and

Business Regulation
Department of Telecommunications

& Energy
One South Station
Boston, MA 0211 0

Pace A. Duckenfield
Alliance for Public Technology
919 18th Street, N.W.
Suite 900
Washington, DC 20006

Mark C. Rosenblum
Stephen C. Garavito
Teresa Marrero
AT&T Corp.
295 North Maple Avenue
Basking Ridge, NJ 07920

Lee Schroeder
Vice President
Government and Regulatory Strategy
Cablevision Lightpath, Inc.
11 I I Stewart Avenue
Bethpage, NY 11714-3581



Cherie R. Kiser
Michael H. Pryor
Elizabeth B. Dickerson
Mintz, Levin,k Cohn, Ferris, Glovsky and
Popeo, P.C.
701 Pennsylvania Avenue, NW (Suite 900)
Washington, DC 20004-2608

Renee R.Crittendon
Deputy Chief Counsel-Telecommunications
Prism Communications Services, Inc.
1667 K Street, N.W.
Suite 200
Washington, DC 20005

Harry Alford
President
National Black Chamber of Commerce
1350 Conn. Ave., #825
Washington, DC 20036

Stan Silverman
Director
Technology Based Learning Systems
New York Institute of Technology
P.O., Box 9029
Central Islip, NY 11722

Brenda J. Boykin
Cole, Raywid & Braverman, LLP
1919 Pennsylvania Avenue, N.W.
Suite 200
Washington, DC 20006-3458

Philip F. McClelland
Senior Assistant Consumer Advocate
Joel H. Cheskis
Assistant Consumer Advocate
Office of Consumer Advocate
555 Walnut Street, 5th Floor
Forum Place
Harrisburg, PA 17101-1923

Leon M. Kestenbaum
Jay Keithley
Jon Chambers
Richard Juhnke
401 9th St., N.W., #400
Washington, DC 20004



Daniel McVeigh
President
Ocean of Know
178 Dover Furwave Road
Dover Plains, NY 12522

Claude L. Stout
Executive Director
Telecommunications for the Deaf, Inc.
8630 Fenton Street, #604
Silver Spring, MD 20910-3803

George Herrera
President & CEO
United States Hispanic

Chamber of Commerce
1019-19th Street, N.W.
Washington, DC 20003

John Cleven Tooker
President
Western Telephone Integrated
Communications, Inc., pro se
303 East Jackson Street
Medford, OR 97501

Dana K. Joyce, General Counsel
Marc D. Poston, Sr. Counsel
Missouri Public Service Commission
P. O. Box 360
Jefferson City, MO 65102

Snavely King Majoros O'Connor
& Lee, Inc.

1200 L Street, N.W., #410
Washington, DC 20005

George N. Barclay
Associate General Counsel
Michael J. Ettner
Sr. Assistant General Counsel
Personal Property Division
General Services Administration
1800 F Street, N.W., Room 4002
Washington, DC 20405

Christopher W. Savage
Cole Raywid & Braverman, L.L.P.
1919 Pennsylvania Ave., N.W.
Suite 200
Washington, DC 20006-3458



Brad E. Mutschelknaus
Robert J. Aamoth
Jonathan E. Canis
John J. Heitmann
Kelly D~r & Warren ~LP
1200-19 St., N.W.. FIfth Floor
Washington, DC 20036

Albert H. Kramer
Jacob Farber
Dickstein Shapiro Morin &
Oshinsky LLP

2101 L Street, N.W.
Washington, DC 20037

David Cosson
John Kuykendall
Kraskin, Lesse & Cosson, LLP
2101 L St., N.W., Suite 520
Washington, DC 20037

Peter Arth, Jr.
Lionel Wilson
Ellen S. Levin
505 Van Ness Ave.
San Francisco, CA 94102

Gary L. Phillips
Roger K. Toppins
Alfred G. Richter, Jr.
SBC Communications, Inc.
1401 Eye Street, N.W.
Suite 100
Washington, DC 20005

M. Robert Sutherland
Richard M. Sbaratta
Suite 1700
1155 Peachtree Street, N.E.
Atlanta, GA 30309-3610

William T. Lake
Lynn R. Charytan
Jonathan J. Frankel
Mary E. Kostel
Wilmer, Cutler & Pickering
2445 M. Street, N.W.
Washington, DC 20037

Robert B. McKenna
Jeffry A. Brueggeman
Qwest Communications International,
1020-19th Street, N.W.
Washington, DC 20036



Richard A. Askoff
80 South Jefferson Road
Whippany, NJ 07981

Jason D. Oxman
Senior Government Affairs Counsel
Covad Communications Company
600-14th Street, N.W., Suite 750
Washington, DC 20005

John M. Goodman
Michael E. Glover
Edward Shakin
Of Counsel
1300 I Street, N.W.
Washington. DC 20005


