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AT&T FNPRM REPLY COMMENTS ON
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Pursuant to Section 1.415 of the Commission's Rules, 47 C.F.R. § 1.415,

and its Further Notice of Proposed Rulemaking, FCC 01-8, released January 12, 2001,

and published in 66 Fed. Reg. 7867 (January 26, 2001) ("FNPRM"), AT&T Corp.

("AT&T") respectfully submits these reply comments on the Joint Board Rural Task

Force Recommended Decision, FCC 00J-4, released December 22, 2000

("Recommended Decision").

The majority of commenters support the Rural Task Force ("RTF")

Recommendation for interim access charge and universal service reform and urge that it

be adopted effective July 1, 2001. As the commenters recognize, the RTF spent

27 months producing this carefully-crafted compromise plan, which reasonably

reconciles the interests of numerous competing and disparate parties.! Moreover, the

See, e.g., NECA at 3 ("remarkable compromise among industry segments that
traditionally have not found common ground"); GVNW at 4 ("delicately balanced and
hard-fought compromise"); Wyoming at I ("delicately crafted package containing
important and valuable compromises"); ALECA at 3 ("result of over two years of hard
work and negotiations among diverse interests"); GCI at 2 ("consensus among task force
member[s] that represent a diverse range of interested parties"); CenturyTel at 9
("reached through exhaustive deliberation by a group of rural subject-matter experts");
Innovative Telephone at 27 ("carefully crafted compromise"); South Dakota Ind. Tel.
Coalition at 2.

~ '" '.' -'·'f.· ....' Jli!t
~... ..

. -- ORIGINAL



2

commenters agree that the Commission should adopt the entire Recommendation as a

package and implement it effective July 1,2001, rather than adopting only portions of the

plan, which would jeopardize the broad but fragile consensus that now supports the plan. 2

In particular, the commenters agree that Commission should immediately

establish the Recommendation's High Cost Fund III ("HCF III"), the explicit universal

service fund to replace subsidies currently implicit in rural carriers' access charges.

Adoption of HCF III is urgently needed, to address the numerous problems associated

with the large (and growing) disparity between rural LEC and price cap LEC access

charges. Although some commenters quibble with aspects of HCF III (as well as other

parts of the plan) that, in an ideal world, they would not prefer, the commenters as a

whole agree that the public interest would be best served by immediate implementation

of the Recommendation in its entirety. Indeed, the commenters' criticisms of the RTF

plan and HCF III are not new, but were considered and rejected by the Joint Board in

favor of the opportunity to recommend a plan that enjoys broad support from disparate

parties. These questions could be endlessly debated, but the Commission should not

allow the perfect to become the enemy of the good. The RTF plan is a reasonable and

workable compromise that will make long overdue changes in access charges and

2 See ALECA at 2 (urging expeditious "approv[al of] all of the RTF's Recommendations
in their entirety"); Alaska Rural Coalition at 3 (urging adoption, "without change, the
Rural Task Force's Recommendation"); ATA at 3 (supporting recommendation "if the
Commission will accept it in its entirety"); GVNW at 4 (urging adoption of "the
proposals set forth in the Recommended Decision"); Wyoming at I (urging adoption "as
a package"); Western Alliance at iii (supporting "overall compromise package" only if
"adopted without significant change"); Innovative Telephone at 18 (supporting adoption
"without exception"); Evans et al. at 4 (urging adoption of consensus proposal); Interstate
TeIcom Group at ii (supporting plan "if adopted in its entirety without significant
changes"); CenturyTel at 1, 9; cf NRTA, OPASTCO, & USTA at 2, 7 ("generally
support[ing]" RTF proposals).
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universal serVIce, and quick adoption of the plan would better promote the goals of

Congress and the Commission] If the Commission is not prepared to implement HCF III

on July 1, 2001, however, the Commission should not implement any part of the RTF

plan.

As the commenters recognize, immediate adoption of HCF III is necessary

for four reasons: (1) to promote competition in rural areas; (2) to relieve pressure on

national interexchange carriers for geographic deaveraging of rates; (3) to reduce per

minute access charges and make access charge rate structures more economically

rational; and (4) to comply with the plain language of Section 254. See Recommended

Decision ~~ 30-32; GCI at 3 ("significant threat to rate averaging and universal service").

First, making universal service subsidies explicit is a critical piece of the

RTF's integrated package because it is essential to promote competition in high cost

areas. Subsidies must be made explicit in order to facilitate the portability of subsidies.

Without portability, competitive entry into rural LEC territories will occur only for

high-volume customers who are in the lower cost areas served by rural LECs. See

Wyoming at 9 (supporting portability recommendations for competitive framework);

Fred Williamson & Assocs. at 6 (supporting portability to promote competition); Western

Alliance at 3 (arguing RTF plan will promote competition); Innovative Telephone at 18

3 See GCI at 4 (urging prompt adoption); CenturyTel at 10 (urging quick adoption);
Wyoming at 1 (opposing delay); ALECA at 2; USVI at 7 (urging adoption "without
delay").
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(same)4 Absent these reforms, broader competitive entry and consumer choice would be

thwarted.

Second, making universal service subsidies explicit will remove the

anticompetitive effects implicit subsidies cause as a result of the rate averaging

requirements of Section 254(g) of the 1996 Act. As the RTF recognized, and as AT&T

explained in its initial comments, the continuing disparity between rural and non-rural

carriers' access rates creates significant pressure on interexchange carriers to

geographically deaverage toll rates, which would potentially conflict with the

requirements of Section 254(g). See Wisconsin MAG Comments at 8 (recognizing traffic

sensitive rate reductions will help maintain the ability of long distance carriers to sustain

nationwide averaged pricing); GCI MAG Comments at 3; TCA MAG Comments at 5.

This disparity is especially anticompetitive because national interexchange carriers,

which must maintain geographically averaged rates nationwide, will not be able to

compete with powerful regional carriers (such as the Regional Bell Operating

Companies) that have lower overall access costs because they do not offer service in the

rural carriers' service areas. AT&T at 8; see also Ad Hoc at 26 ("[r]ural carrier access

charges have long been set at levels that dwarf those of their non-rural counterparts. It is

only appropriate that the implicit subsidies buried in those rates be removed and

recovered elsewhere").

4 In the companion proceeding on the MAG proposal, there is broad recognition of the
importance of portability. See Alaska MAG Comments at 6; California MAG Comments
at 3; CUSC MAG Comments at 7, 10-12; Fred Williamson & Assocs. MAG Comments
at 5; GVNW MAG Comments at 4; CORE MAG Comments at 17; Innovative Telephone
MAG Comments at 3-4.
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Third, commenters generally agree that rural LECs' traffic-sensitive

access charges should be reduced. As AT&T suggested (at 8-10), the Commission

should build on the CALLS plan, and set rural carriers' switched access rates based on

that model. Specifically, AT&T suggested that the Commission (1) increase the caps on

subscriber line charges to the levels in CALLS; (2) reduce the traffic-sensitive charges of

rural carriers to $0.0095 per minute (equivalent to that of the smaller price cap companies

under CALLS); (3) allow rural carriers to recover the balance of their interstate switched

access revenue requirements through a new interstate access-related component of the

USF (HCF III); and (4) remove the USF flowback from carrier-paid access charges. 5 Id

GCI, in particular, supports an increase in SLCs and reduction of the traffic-sensitive

charge to $0.0095 per minute, "consistent with the target set for rural carriers in the

CALLS plan." GCI at 3; see Global Crossing MAG Comments at 6-7 (suggesting

CALLS rate of $0.0095 per minute). Moreover, Ad Hoc supports recovery of "a greater

portion of the interstate share of subscriber line costs that are presently recovered via per

minute prices ... from the subscribers of those lines, the ultimate cost causers." Ad Hoc

at 26. In the concurrent MAG proceeding, there is broad support among commenters for

reduced traffic sensitive rates. See TCA MAG Comments at 4; Qwest MAG Comments

at 2; California MAG Comments at 14; Sprint MAG Comments at 5-6. The Commission

can and should implement all of these changes July 1, 2001. See also Ad Hoc at 26

5 The commenters agree that the Commission should eliminate the USF flowback, and
require rural carriers to recover their USF obligations from their end user customers
either in the form of an increment to the SLC or an additional line-item on the customer
bill. Recovery of the LECs' USF contributions through carrier-paid access charges
constitutes an impermissible implicit subsidy. See Texas Office ofPublic Utility Counsel
v. FCC, 183 F.3d 393, 425 (5th Cir. 1999); WorldCom MAG Comments at 11.
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(supports the RTF's proposed HCF III to move toward "more economically rational

pricing structures").

Fourth, such reforms are required by the 1996 Act. Section 254(e)

expressly requires that universal service support "should be explicit." As the Fifth

Circuit has held in interpreting these provisions, "[t]he Commission ... is responsible for

making the changes necessary to its universal service program to ensure that it survives in

the new world of competition. ... [T]he old regime of implicit subsidies . . . must be

phased out and replaced with explicit universal service subsidies

Communications Inc. v. FCC, 201 F.3d 608, 615-16 (5th Cir. 2000).

" Alenco

For all of these reasons, the commenters strongly support immediate

adoption and implementation of the RTF plan and HCF III. For example, GCI supports

the RTF plan "only if it is adopted with [the] integral piece," which is "replacement of

implicit universal service support with USF high cost funding." GCI at 2; see CenturyTel

at 2 ("Interstate access charges and universal service mechanisms must be reformed

together"). "Simply stated, [the increased support and ability to disaggregate] should not

be provided without also eliminating the implicit support that the carriers receive today."

GCI at 2; see also WorldCom at 4 (although differing with the RTF's sizing of the HCF

III, supports replacement of implicit subsidies with a "new explicit fund"); NRTA,

OPASTCO, & USTA at 2 (supporting plan generally as a comprehensive approach to

access charge reform and universal service). The Commission should adopt HCF III

immediately and implement the RTF plan effective July 1,2001.
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Finally, the Commission should eliminate the "USF lag" before the RTF

plan takes effect. As AT&T has explained here and elsewhere (see AT&T at 16-17 &

n 19), the Commission's assessment methodology based on the prior year's revenues is

unlawful and anticompetitive, because it systematically disadvantages carriers with

declining interstate revenues. The RTF plan increases the rural component of the

universal service fund, and thus would exacerbate the inequities of the USF lag unless the

Commission immediately revises its rules, prior to adoption of the RTF

Recommendation, to eliminate this flaw in the universal service system.
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CONCLUSION

For the reasons stated above and in AT&T's Comments, the Commission

should implement the RTF plan in its entirety by July 1, 2001 and should eliminate the

competitive imbalance caused by the USF lag prior thereto. If, for any reason, the RTF

access reform proposal and USF lag relief are delayed beyond July 1, 2001, then all

universal service modifications that are part of the RTF should likewise be delayed to

maintain the delicate balance between competing interests that the RTF has integrated

into its comprehensive package.

Respectfully submitted,

AT&T CORP.
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