DOCKET FILE COPY ORIGINAL

Before the BECE‘VED

FEDERAL COMMUNICATIONS COMMISSI
Washington, D.C. 20554

JUL 31 2001
FEDERAL COMMUNICATIONS COMMISON

In the Matter of ) OFMCE OF THE SECRETAFN

)
Federal-State Joint Board on ) CC Docket No. 96-45
Universal Service )

)
Multi-Association Group (MAG) Plan ) CC Docket No. 00-256 ,
For Regulation of Interstate Services )
Of Non-Price Cap Incumbent Local )
Interexchange Carriers )

COMMENTS

The United States Telecom Association (“USTA”) hereby submits its comments
on the petitions for reconsideration of the Fourteenth Report and Order' involving the
Recommendation of the Federal-State Joint Board on Universal Service in the above-
captioned proceedings. Four parties filed petitions seeking reconsideration of various
portions of the Commission’s Order.

USTA generally supported the Rural Task Force Recommendation both before
the Joint Board and the Commission, stating that the specific recommendations constitute
reasonable approaches to the universal service needs of rural carriers and the areas they
serve. USTA also noted that the Recommendation was complementary to the principles

of the MAG Plan, but identified specific portions of the Recommendation that differ with

! Federal-State Joint Board on Universal Service; Multi-Association Group (MAG) Plan for
Regulation of Interstate Services of Non-Price Cap Incumbent Local Exchange Carriers and Interexchange
Carriers, Fourteenth Report and Order, Twenty-Second Order on Reconsideration, and Further Notice of
Proposed Rulemaking in CC Docket No. 96-45, and Report and Order in CC Docket No. 00-256, FCC 01-

157, released May 3, 2001 (“Order’).



the MAG Plan and advocated that, in such instances, the specific proposals contained in
the MAG Plan should be adopted.

Now that the Commission’s Order containing rules and policies implementing
major portions of the Rural Task Force Recommendation has been adopted, USTA
continues to generally support a comprehensive approach to universal service, access
charge reform and incentive regulation for rural carriers, and believes that the Rural Task
Force Recommendation is a good foundation for implementing rural universal service
reform. Therefore, USTA generally opposes the specific relief requested in the petitions
for reconsideration to the extent that such relief would alter the overall policies involving
high cost universal service support to rural carriers embodied in the Order. USTA
provides the following comments on two specific attacks on the Commission’s Order.

The record developed by the Commission, the Joint Board and the Rural Task
Force is sufficient to support the decision concerning the adequacy of funding levels.

In its petition, the Illinois Commerce Commission (“ICC”) contends that the
reforms to the rural universal service support mechanism were not justified on the
record.” Specifically, the ICC maintains that the Commission did not demonstrate that
the changes “will not produce excessive federal rural universal service funding.”3 Based
on this position, the ICC claims that the Commission should require a satisfactory
evidentiary record to support its ’finding.4

USTA believes that the record in this proceeding is adequate to support the

determinations that the Commission reached regarding the level of funding for rural

? Petition for Reconsideration of the lllinois Commerce Commission (“ICC Petition™) at 5.
*1d.

‘1d. até.



areas.” As the Commission noted, sufficiency of support is within a range of funding
levels.® The Rural Task Force and the Joint Board developed a satisfactory basis for their
recommendation that the modified embedded cost mechanism would result in an increase
in rural carrier support of approximately $1.26 billion over the five year period during
which the rural plan would be in existence.” The Commission determined that, based on
those costs, the modified mechanism it adopted was adequately justified.® The Order is
replete with justification and explanation for the basis for its modified embedded cost
mechanism for the rural carriers.” The Rural Task Force engaged in a lengthy and
comprehensive process to develop its recommendations, and the Joint Board and the
Commission each conducted a full public notice and comment proceeding that gave
ample opportunity for parties to place support for their positions on the record. It is hard
to imagine what additional support could be developed or expected for the Commission’s
decision. The ICC request should be denied.

The geographic disaggregation rules should not be changed to apply to CETCs as
well as ILECs.

The Competitive Universal Service Coalition (“CUSC”) seeks expansion of the

Commission’s new disaggregation rules for rural study areas so that CETCs can initiate

5 See Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Recommended
Decision, FCC 00J-4, Jt. Bd. Release Dec. 22, 2000, Appendices B and C (“Rural Task Force Report™).

¢ Order at q27.
7 See Id. at J 28.
81d.

% 1d. at§j 31-53.



their own disaggregation plans.'® In support of its contention, CUSC alleges that such
capability 1s necessary for competitive reasons.

USTA opposes CUSC’s request to expand the disaggregation rules beyond those
adopted in the Order. The Rural Task Force correctly recognized that each rural carrier
service area has different characteristics and operating environments, as well as different
needs to meet the unique regulatory and competitive environments in each state as a
foundation for its proposed disaggregation plan.'' This plan was necessarily based on
determinations by the incumbent carriers of their per-line costs. The Rural Task Force
and the Commission recognized the necessity of eliminating economic distortions that
could result from the delivery of support on a uniform per-line basis in competitive
situations and reducing the possibility for arbitrage of universal service support resulting
in shortfalls or windfalls to carriers.'? Furthermore, as the Commission noted, the state
commissions must approve or accept, depending on the particular path selected, the
selection made by the carrier. This provides a CETC an opportunity to participate in the
state commission process and offer any alternatives to the proposed disaggregation plan.
For these reasons, the Commission should not expand the disaggregation rules to CETCs.
Conclusion

USTA continues to support the Commission’s adoption of the Rural Task Force
Recommendation as containing reasonable proposals to address the universal service

needs of rural carriers and the areas they serve. USTA opposes the Illinois Commerce

Q .o . . .. . . I . ’»
' Petition for Reconsideration of the Competitive Universal Service Coalition (“CETC Petition”)
at 7-12.

' Rural Task Force Report at 34; Order at 57.

2 Order at 57.



Commission request for additional evidentiary support for the Commission’s findings
regarding funding levels. USTA also opposes the Competitive Universal Service
Coalition’s attempt to expand the disaggregatrion rules for rural study areas so that

CETCs could select their own disaggregation plans.
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