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as LECs are able to demonstrate that the particular switches they use have a significantly higher

per-line cost than the national average. Any DEM weighting program should also contain a

sunset provision to encourage LECs to invest in more efficient switching equipment.

Finally, the Commission should not use Census Block Groups to determine high-

cost eligibility. Instead, costs should be determined on a state-wide area basis, and any federal

assistance should be distributed to those states whose costs are substantially above the national

average. Once this aJlotment is made on a state-wide basis, distribution and administration ofthe

fund should be left to the states, based upon overall federal guidelines. States should have the

right to use any reasonable bais for this dispersal as appears appropriate for that state. Besides

better aJlowing for local needs than a micro-managed federal program, allowing the stIteS to

distribute the funds will avoid duplication, because many states already administer their own

universal service programs.'

II. Dial E<DJipment MiDUtM Wfiahtinll\ules

The COJDIIIiIlion acknowledges that the assistance afforded by DEM weighting is

based on the unteIted that the switches small LEes \lie have hip. per-line costs than

switches UI8d by LEe.... Unless that assumption can be documeated, the Commission

should not ISIUIDI tbIt ....LEes have higher per-line costs than larp LEes aDd automatically

, As the C()!D!Dj1lioa requests, the remainder of these Commeats is orpnilfld in a manner that
parallels the headinp in the Notice. Id. at 11 8.

6 Id. at ~ 9.
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alIo~ OEM weighting. Any support that is retained should be based upon the extent ofactual use

of high-unit cost switches.1 In addition, any DEM weighting support should include a sunset

provision as an incentive for LECs with high-cost switches to upgrade to more efficient

equipment.

If the OEM weighting adjustment is retained, even temporarily, the implementation

mechanism should be changed. Currently, the OEM weighting subsidy is hidden in the LEC's

interstate switched access charge rates by allocating a higher percentage of the LEC's switch

costs to the interstate jurisdiction. In a competitive environment, all subsidies should be explicit

so that the amount can be easily quantified and adjusted as public policy requires. Therefore, the

amount ofany needed high-cost switch support should be provided by a direct billing to

interexcbange carriers of separately-identified OEM support rather than through'tlle LEC's access

charges.

ill.A Use ofHiah-Cost Credits

The Commission's proposal to distribute assistance in high-cost areas tbrouah use

ofhigb-cost credits is desiped to help ensure that subsidies to customers in those areas are

explicit and quandfiable.· Its companion proposal to examine local service costs on a Census

1 The CommisIioD • JiIb-cost test based upon the averap switcbiaa COlt per line in a
study area. Iii. at , 13, BtUA~ suaaests, as an alternative, that the Commi'lioD det.-miDe
the averiP switching cost per line for certain types ofhigh unit-cost switcbes, tt.l pelmit DEM
weighting only for the number oflines that actually use those switch types. Tbis will...DEM
support to the aetuallines for which switching costs are substantially above the DatioDal average.

sid. at " 19-22.
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Block Group basis purportedly would target relief to high-cost areas far more precisely than the

existing study area-wide calculation of costs. '} Both proposals, however, have the perverse effect

of potentially increasing the size of the Universal Service Fund ("USF"). Additionally, the Census

Block Group proposal could be expensive and complex to administer. Revisions should be made

to both.

In the Notice, the Commission asks whether to extend high-cost credits to new

entrants in order to encourage competitors to provide local service in high-cost areas and to give

subscribers a choice oflocal carriers. to Use of such credits in a competitive environment could

dramatically increase the size ofthe fund needed to subsidize high-cost services, because high­

cost credits would become available to finance investment in inefficient duplicate infrastructures.

This economically unsound investment is unlikely in the absence of subsidies. Ifseveral carriers

construct redundant networks and each serves only a portion ofthe subscribers in an area, the

cost to serve each subscriber would increase drastically, and far higher subsidies would be needed

to retain the same subscriber rates. A possible "cure" to that problem, capping the fund, might

not yield sufficient revenue to keep rates close to their existing levels and could result in

substantial local rate increases. Contrived "competition" which causes either the subsidy fund, or

local rates, to rile sharply is DOt a result that serves the public interest.

It: however, the Commission chooses to encourage uneconomic investment by

making bigb-cost credits available to fund construction regardless ofwhether an unsubsidized

9 Ill. at 11 23.

10 Ill. at '11 20-21.
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marketplace could support additional service providers. it should ensure that all such carriers

operate under the same set of rules. The Commission proposes. however, only that all carriers be

required to offer at least one generally-available residential service in a geographical area. 11

Instead, it should require any new entrant receiving high cost funds to undertake the same service

obligations as the incumbent with which it seeks to compete. This generally means that the new

entrant will need to construct its own facilities-based system that is capable ofproviding

ubiquitous single-party residential and single-line business dial tone services, with access to

directory assistance and 911 (where available) to all residences and single-line businesses in the

target area. This requirement will also help to prevent competing providers from "cream­

skimming" the high-cost areas by serving only relatively lower-cost subscribers in the high-cost

areas, then collecting high-cost credits based upon the average loop cost.

In addition, the Commission and state commissions should have the ability to

monitor carriers receiving high-cost credits to ensure that the credits are being used to lower local

rates. For this to happen, all carriers receiving high-cost credits should be required to keep

similar accounts. This means that new entrants must, to the same extent as the incumbent

provider, keep accounts on a basis equivalent to the Part 32 Uniform System ofAccounts and

separate their iDta'Itate and intrastate costs in a manner similar to that specified in the Part 36

Separations Rules. SimiJIrly, ifthe costs of all carriers serving an area are taken into account in

determining higb-cost areas, all such carriers must develop their costs the same way.

11 [d. at , 26.



- 8 -

The Commission's proposal to aggregate all lines served by a LEC in all study

areas and deny relief if the average per-subscriber assista.l1ce is less than $1.00; 12 is

anticompetitive and unwarranted. Although that proposal would reduce the size of the subsidy

fund, it could result in subsidies to one set of competitors -- new entrants that do not choose to

serve large low-cost areas -- while placing unsubsidized incumbents at a competitive

disadvantage. 13 Just because an incumbent is "financially sound" does not justify handicapping

that LEe's ability to compete, as the Commission appears to assume.14 Nor does it follow that

high-cost areas served by an incumbent LEC do not need assistan~ or that competitive pressures

will allow the LEC to subsidize rates in those areas with revenues from low-cost areas.

The Commission should not adopt its proposal to use Census Block Groups,

which typically serve only 400 households,15 to identify high-cost areas and the cost ofserving

those areas. As the Commission acknowledges, use of such a small measurement area could

substantially increase the total subsidy requirement and with it the size ofthe USF. 16 Census

Block Groups are rarely contenninous with a central office serving area. It is therefore likely to

be difficult and expensive to ascertain the cost ofservice in each Census Block Group. Also,

12 Iii. at 1145.

13 When ill the 0DI1CUdy area served by Bell Atlantic which currently receives USF
funds - Welt V · . - is awnpd among the more than 739,000 access lines Bell Atlantic
serves in that the IIDOUIt ofper-line assistance, while substantial in total doBars, would be
less than $1.00 per moath.

14 Notice·at 11 45.

IS Iii. at 11 23.

16 Itl. at 11 75.
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because ofthe large number of Census Block Groups in the United States, the entire system could

become overly cumbersome and unwieldy to administer. l7 The area covered by a Census Block.

Group also does not necessarily correlate to that served by an individual central office or even by

a single LEe. As a result, costs will sometimes need to be calculated on an even more granular

basis than Census Block Groups, thereby complicating the process still further.

The complexity of attempting to administer a national Census Block Group-based

USF program is illustrated by a recent exJHI'* tiling in this docket. 11 This model attempts to

calculate the "proxy" costs of providing service in each Census Block Group, by weigbiDg a large

number ofseparate facton, acll ofwhich has many diffelent variables. Some oftile factors, such

as population density, switch size and type, and distribution cable capICity, will vary widely over

time. This will require the model to be updated frequently and will result in freciUeat changes in

the relative costs ofvarious Census Block Groups. In addition, the model assumes that

communications technology is static, because it appears to have DO provision for the rapid

technological changes that the telecommunications industry is now undergoing. These changes

could have a major effect on the costs ofproviding service in IDIIlY areal. The Commission

should DOt attempt to admjnjtt«1UCh a complex process but should leave to ach state the

determiDltioD of,.... to ... this model or some other approach in developiDa costs.

17 The Commission cites &aura showing that there are 220,506 C...- Block Groups
11Itioawide. Ill. at n.32.

11 Benctunerk Cost Model, submitted jointly by MCI Telecomamications Corp., NYNEX Corp.,
Sprint Corp. and US WEST Inc. (Sept. 12, 1995) ("Cost Model Ex Parte").
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Instead. costs should be determined on a overall state basis by aggregating the

costs of all local common carriers serving that state. States whose average access line costs

substantially exceed the national average may receive payments from the USF based upon the

aggregate high-cost credits applicable to the access lines in that state. State commissions should

then determine the basis for distribution within their jurisdiction.

The Commission asks whether to superimpose a needs test on top ofhigh-costs in

identifying customers that are eligible to receive assistance from the USF. 19 Although targeting

high-cost assistance to low-income subscribers is laudable in concept, the additional cost and

complexity ofadministering the USF at the national level through a dual qualification procesa -

cost ofproviding service and income - could outweigh the benefits. 1nsteId, the C()ID!!!juion

should confine any USF assistance to high cost states, then allow the states to determine whether

or not to overlay a means test onto its distribution mechanism.20

m.B Mmipiltrltive Qptjons

The Commiuiml proposes three options, each with sub-pIttS, for quaatitYiDa the

USF fimd and for ....njnj_.. its disbursement. Bell Atlantic urges the Commislion to adopt a

portion ofits tim opDon by -wniDg costs based upon reports by all exchange CIrri.., both

19 Notice at '1' 30-31.

i.O The Commission is adclresliallow-income subscriber pEDSttltion issues in a .....
~"I S.A......tk~II'SRMla...1'rIIIeNI tt111'f1ftaC
s..........,U.,.sf. PabIk Switcla.tl NetworIc, NtIIbof,.,.,"".,...-,.,.
CC Docket No. 95-115, FCC No. 95-281 (reI. July 20, 1995).
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incumbent carriers and new entrants. The second option, use ofproxy factors, contains so many

variables that either its calculation and administration v/ill be extremely cumbersome, or it will

produce inaccurate results, or both. The Commission proposes four sets of proxy factors -­

subscriber density, distance from the nearest wire center, terrain, and climate, and asks whether

others should be included.21 Each of these factors has a large number ofvariables, and the

interrelationships among them provide even greater administrative complexity. These concerns

are amply illustrated by the size and complexity of the Cost Model Ex Parte, use ofwhich will

unnecessarily complicate the USF process and sharply increase the administrative costs.

On the other hand, the Commission has since its inception routinely relied upon

carrier-r~rted cost data for a myriad of regulatory purposes. There is no reason to expect that

the data reported for USF would be any less reliable than the data used to detenDine tariff rates,

price cap sharing, rates of return ofnon-price cap companies, and for the many other uses the

Commission makes of the vast quantities of data the LEes are required to report, so long as all

carriers are required to report costs in the same manner.

Once the Commission calculates the USF amount to be distributed to each eligible

state, the distribution ofthe USF amounts should be administered by the states, as proposed in

Option 3, baled upon CommiIIioft-prebed guidelines. Many states already administer

intrutIte uDiwnlllIr'Vice ftmds, and it would be wasteful to duplicate the distribution

mechanism

21 Notice at 1111 64-69.
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IV. A Least-Cost ·Bidding

In the Notice ofInquiry phase of this proceeding, the Commission asks for

comments on use ofcompetitive bidding to select the entity that will serve as the "essential

carrier" or "carrier oflast resort" in a Census Block Group.22 The issues ofwhat carrier or

carriers should provide local exchange service in a given geographical area, how that carrier or

carriers should be selected. and what service obligations they have are left exclusively to the states

under Section 2(b) of the Communications Aet.23 Currently, some thirty-five states are

conducting local competition proceedings, and they should be permitted to resolve thole

proceedings based upon local conditions and needs, with which they are most familiar.

Accordingly, the Commission should not adopt rules or policies relating to locaf"essential

carriers."

IV.B Other Lema-Imn Issues

The Commillion lib whether it should address other 10ng-11IDp universal service

questioDs at dis time.14 It poilU out that pending legislation would require a compreheDsive

review ofunivenllasvice isaIes in conjunction with the states.2! Long-term univenIl service

22 Ill. at .1f1f 83-87.

23 47 U.S.C. § IS2(b).

24 Notice at 1f 88.

2! 14.
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issues are closely interrelated to access charge restructuring and should, therefore, be addressed in

the context of a comprehmsive access charge proceeding. As Bell Atlantic pointed out in its

comments on the initial Notice of Inquiry, there are several pending petitions asking for such a

comprehensive review, and universal service shouJd reasonably be addressed in a rulemaking

initiated in response to those petitions.26

V. Cpndn"ion

The propoIIls that Bell AtJaDtic sets out above will keep the USF at reasonable levels,

tuJIt assistaDce to bigh-cost study areas. allow competition, and help preserve a level playing

field.

Respectfully Submitted,

The Bell Atlutic TelephoDe
Companies

By their Attorney

EclwInlD. y....m
Micll•• E. CIou. o

­

OfCotn..&:

October-}0, 1995

1320 North Court House Road
Eighth Floor
Arlington, VqiDia 22201
(703) 974-4862

~ Comments ofBell AtlaDtic at 2-8 (filed Oct. 28, 1994).
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)

Amendment of the Commission's Rules )
and Policies to Increase Subscribership and )
Usage of the Public Switched Network )
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COMMENTS or BILL ATLANTIC l

I. Introduction and Summary.

With high telephone subscribership in the United States and a steady

increase over the past decade, there is not a nationwide deficiency that requires federal

intervention. Instead ofadopting expensive and unnecessary national programs, the

Commission should worle with the states as appropriate to coordinate existing federal

programs, such as Link-up America and Lifeline assistance, with the ongoing efforts ofthe

states to ensure that subscribership levels remain high and that any pockets of low

subscribership that may exist are remedied with solutions tailored to the unique needs of

those areas.

Overall, telephone subscribership has shown a steady increase in the decade

since divestiture, risma from 91.6% in 1984 to nearly 94% today. Subscribership in Bell

1 The Bell Atlantic telephone companies ("Bell Atlantic") are Bell Atlantic-Delaware,
Inc.~ Bell Atlantic-Maryland, Inc.; Bell Atlantic-New Jersey, Inc.; Bell Atlantic­
Pennsylvania, Inc.; Bell Atlantic-Virginia, Inc.; Bell Atlantic-Wuhington, D.C., Inc:.; and
Bell Atlantic-West Virginia, Inc.
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Atlantic's seven jurisdictions is currently close to or above this national average. These

high penetration levels result from such factors as local service rate structures, public

education programs, state initiatives, and federal programs such as Link-up and Lifeline.

The state commissions in Bell Atlantic's region are continuing to address

the subscribership issue in varying ways, reflecting the varying demographics of the local

population and prevalent local economic and competitive conditions. The Commission

should continue to encourage such local programs, monitor the effectiveness of various

approaches, and work with state commissions to help ensure that their programs continue

to meet the needs of their citizens.

Conversely, the Commission should not attempt to prescribe uniform

national requirements for these local services, such as prohibiting the denial of dial tone

service for non-payment oftoll calls and prescribing deposit requirements. Instead, state

commissions should continue to determine what programs are appropriate to meet the

needs and conditions prevailing in their particular jurisdictions. State commissions are

best able to weigh the trade-offs in deciding which programs will best achieve or maintain

high subscriber penetration in their individual states. A Commission-prescribed

nationwide program. by its nature. cannot be as effective as separate targeted efforts

designed to meet varying state and local conditions.

Moreover. the Commission should recognize that some of the more

complex and expensive state programs referred to in the Notice2 have not been as

2 Notk~ ofPropoutl R,,/~mIIk;lIg. FCC No. 95-281, CC Docket 95-115 (rel. July 20,
1995) ("Notice").
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successful as they may appear on the surface, while some of the simplest and least

expensive programs have been the most successful. For example, subscribership has

somewhat increased since the advent ofPennsylvania's complex program, known

generally as "Chapter 64," but at a slightly slower rate than the national average.

Moreover, Pennsylvania's program has not been without considerable cost~ Bell Atlantic

has experienced a nearly 400010 increase in uncollectables and a sharp rise in administrative

expenses. By contrast, V trginia, with one ofthe highest penetration levels in the country

and rapid subscribership growth. has implemented a much less expensive and intrusive

program. Accordingly, a program like Pennsylvania's Chapter 64 may not be cost­

effective in all states, and the Commission certainly should not prescribe such an elaborate

program. with all its hidden costs, nationwide. Instead, each state should continue to be

free to conduct its own cost-benefit analysis in light of local needs.

II. Subscribersbjp Solutions Should be Based on Local Needs.

As the Commission recognizes, "a 100 percent penetration level is not

possible.,,3 Certain people prefer not to have telephones in their residences or are satisfied

with access to public phones or telephones at their place ofemployment to meet their

communicatiol1l needs. Others have no permanent dwelling and have access to telephones

at shelters or other community access locations. Still others find cellular service an

adequate substitute for landline service. As a result, many states may already be at or near

their maximum feasible penetration levels. Expensive programs designed to increase

3 Id. at 1f 44.
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subscribership will not significantly increase penetration levels in those states, but they

would be costly in tenns of increased administration and uncollectables.

Each Bell Atlantic jurisdiction has implemented its own customized

program designed to retain or increase local telephone subscribership and each continues

to monitor and adjust hs program to improve its effectiveness. Some states have

prescribed budget calling services for those who want access to telephone services but

originate few outgoing caUs. Others have established more elaborate mechanisms, with

calling plans aimed at specific customer groups. Such state-by-state program development

and implementation is appropriate, because conditions vary widely. A program that meets

the needs ofone state may not be appropriate in another. Moreover, Bell Atlantic's

experience has been that the simpler, less expensive programs have been the most

successful. This can be seen by a brief review ofthe widely divergent programs in several

ofBell Atlantic's jurisdictions.4

Pennsylvania's "Chapter 64" program is administratively complex and

expensive to administer. It requires separate bill balances for different services and

contains detailed rules regarding denial of service (including denial of service for non­

payment oftoll), notification and negotiation, and payment schedules. As a result,

uncoUectIbIes have increued nearly 400% and administrative costs have risen more than

$24 million per year. Yet subscriber penetration under Chapter 64 has increased at a

slightly lower tate than the national average, and at least some ofthis increase can be

4 A more detailed discussion ofthese programs appears in the Appendix.



attributed to factors unrelated to Chapter 64, such as the availability ofmeasured usage

plans and voluntary toll restriction.

Delaware has adopted a program similar to that in Pennsylvania. The

subscribership rate there, however, has remained flat under the program, while

uncollectables have shot up.

The District ofColumbia has tried a different approach -- a series ofvery

low priced services for certain segments ofthe low-income community and a service with

mandatory toU restriction that allows discoMected customers to remain on the netWork.

Until very recently, however, the District's penetration rate steadily declined under this

program. Bell Atlantic is working closely with the Public Service Commission and

community groups to continue to improve the penetration rate.

By contrast, Virginia's program is limited to a low rate for individuals who

qualifY for Medicaid or Food Stamps, combined with voluntary community education

efforts which Bell Atlantic has initiated in cooperation with state and local officials. This

program is relatively simple and inexpensive to administer. Yet Virginia has achieved the

highest penetration rate in Bell Atlantic and one of the highest in the country, and its rate

of increase exceeds the national average.

This experience demonstrates that no one solution is appropriate

nationwide, and that each approach has its costs and benefits. While the results ofthese

customized programs are not always as favorable as originally envisioned, the state

commissions are in the best position to assess local needs and to develop or adjust

programs based upon the unique conditions faced in that jurisdiction. Moreover, the cost
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to the public ofan inappropriate program, both in terms ofuncollectables and

administrative expenses, may rar outweigh the benefits. Accordingly, the Commission

should not attempt to impose a nationai program on all state jurisdictions. Instead, it

should continue to monitor the situation, work with the state commissions, individually

and through NARUC, and advise local commissions ofthe results of programs that other

states have adopted.

If some additional formal action appears warranted, the Commission should

consider convening a federal-state joint conference under Section 410 (b) of the

Communications Act. S This vehicle can provide a forum for state and federal

commissioners to trade ideas and create innovative solutions to help retain or increase

subscribership in targeted states or localities.

III. Voluntaey Educational Efforts Are the Key to Subscribership.

Properly targeted voluntary educational efforts can be more effective than

complex programs to help maintain high subscriber penetration levels. As the Commission

acknowledges, some eligible consumers may be unaware ofthe availability of certain

programs and services to keep them on the network.6 Not only might they have no

knowledp that they are elilible for low-income programs such as Link-up America and

Lifeline assistan~ but they may not know that a toll restriction service is being offered.

S 47 U.S.C. § 410 (b).

6 Notice at , 46.
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The homeless may not be aware that shelters and other community service points provide

access to local telephone service and, in some cases, voice mailbox capabilities. Other

customers who are not eligible for subsidized services may be unaware of low-eost local

dialtone options that may meet the needs ofpersons who make relatively few local calls.

Community education efforts aimed at such targeted groups as low-income

individuals and families and the elderly can help ensure that the target population learn

about available programs. Educational efforts can include speakers at community

meetings; brochures distributed through community service points, such as churches,

schools, homeless shelters, and welfare and Social Security offices; and training programs

for such outreach personnel as clergy, other community leaders, and social workers. To

have maximum eft"ect such programs should be developed jointly by the telephone

company, the state commission, local government officials, and community groups.

Virginia, with Bell Atlantic's highest subscribership, is a case in point. Bell

Atlantic-Virginia produced a very effective video for senior citizens on what telephone

services are available and how best to use them. Bell Atlantic also developed a brochure

with similar information that is disseminated through community organizations and

associations and at the state fair and other exhibitions. These educational eft"orts have

produced a very favorable reaction from the target community.

AccordiJlaly. the Commission should work with the industry, with state

commissions and local governments, and community and consumer organizations to help

develop or augment voluntary community education programs designed to spark

awareness of available services, programs, and pricing options.
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IV. Some ofthe Specific Measures Identified in the Notice Are Not OnJy
Contrary to Sound Policy. But Also Exceed the Commission's Jurisdiction.

The Commission has identified in the Notice a variety of possible

regulations designed to retain or increase subscriber penetration. Bell Atlantic has

demonstrated above why adoption ofthese or other programs should be left to the states.

In addition, some ofthe specific proposals are under exclusive state jurisdiction, and the

Commission would be exceeding its authority if it adopted them.

For example, one proposal would prohibit exchange carriers from denying

local service for non-payment ofinterstate toll charges.7 As shown above and in the

Appendix in the description of individual state plans, similar prohibitions have had little

effect on subscribership in states such as PeMsylvania and Delaware where they have been

adopted, but they have resulted in skyrocketing uncollectables and, in some cases,

administrative costs.' These cost increases may force some ratepayers to subsidize other

customers' unpaid toU charges. The record does not support a finding that the benefits, if

any, ofa prohibition on tennination oflocal service for nonpayment of toll charges

exceeds these additional costs.

7 1d. at' 12.

I Increases in subscribersbip in Pennsylvania have failed to keep pace with the nationwide
average and Delaware's penetration hu remained flat since its propam wu initiated. By
contrast, Virginia and West Virlinia, that do not prohibit denial oflocal service for non­
payment of toU charps, have experienced increases in subscribership between 1984 and
March 1995 that exceed the national average, and the penetration level in Virginia is
among the highest in the country.
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This is particularly the case given that some state commissions have found

that a prohibition on denying local service for non-payment oftoll or other charges

("DNP") would affirmatively harm all ratepayers. For example, in 1992, the Maryland

Public Service Commission affirmed its Hearing Examiner's finding that.

the record is clear that the elimination ofDNP will impose a
negative economic burden on C&P [now Bell Atlantic­
Maryland, Inc.] which will ultimately be borne by the timely
paying ratepayers who are the vut majority ofcustomers of
C&P. The increased costs to C&P along with the loss of
attribution revenues and potential loss ofIXC billing
contracts or likely reduction in those contracts will
undoubtedly create pressure to increase rates for basic
service - a result that cannot be construed to be in the
public interest.9

Other state commissions have reached similar conclusions. 10

Even if a prohibition on DNP were good policy - which it is not --

imposing such a prohibition would exceed the Commission's authority. DNP specifies the

9 IIlNSD,atioll by tIN CMultissiOli 011 its OWII motioll illto tIN CO"';""IUIC~ oftIN
discOlllNCtitHI o/Ioclll tMq_u ,...,;c~lor 1I011-JH111M1It 0/clllll'JIISlor 10'" distlIllce
servic~ provithd by i~IuuI,~ C""';DS, Case No. 8305, Proposed Order ofHearing
Examiner at 9 (Md. P.S.C. May 22, 1992); afJ'd, Order No. 70169 (Oct. 30, 1992).

10 S~e, L,.,CII~tUUl PotOIllM Telqlloll~ COIfI/HIIIY, TT86-11, Order No. 9820.
13 D.C. P.S.C. 58 (D.C. P.S.C. January 27, 1992) ("the Commission has determined that
the practice ofDNP is in the public interest"); NortIIwat..,.lWl Tdqllou CO"'P"IIY'S
Prt1poMl tilI~"s.lecti'H CtII'ri. IHllw tIS II PenrtlJlNllt TtuiJfOff";II, ill
Mill"" tuUI All 11I...,lItioli 0/Discollll«titHI PoIicillS 0/Loclll Exc1lll1l'~
Co""."., Docket Nos. P-4211M-88-98 &. P999/DI-89-921, Order Acceptinalleports
and Closing Dockets at n.l (MiM. P.V.C. May 8, 1990); New EII,ltuUI Td._u ud
T""",II CO"'Puy, 78 P.U.R.4th 392 (Vt. Pub. Servo Bd. 1986); 1,,11GIi,.,.11It0
TO'''';III1tiOIl o/llltl'tlSt'* Tdqlaoll~Suv;celor NOII-PIIYIMIIt 0/1",..,.. C/eIll'JIIS,
124 P.U.R.4th 166 (COM. Dep't ofPub. Util. Control 1991); 11I11GIi,tItitHt ofPoIiq 0/
Pmnittill, Loclll Excllllll,e Carriers To DiscolltillMe Loclll Tdqllone S..,;c~For
NOllpaymellt o/a Bill To Allotller CompallY, 125 P.U.R.4th 251 (Mich. P.S.C. 1991).
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terms and conditions under which a telephone company may discontinue local dialtone

service. The Communications Act, however, expressly denies this Commission

jurisdiction over precisely these types of "practices ... or regulations for or in connection

with intrastate communications service." 11

While the Notice suggests that the Commission may have authority over

DNP because of its impact on provision ofinterstate telecommunications services, 12 this

suggestion has the issue backwards. ADNP policy specifies conditions under which a

telephone company may deny local service. The service directly affected by the policy is,

therefore, intrastate service, which is under the states' exclusive purview.

In fact, the very cue cited in the Notice to suppon possible Commission

jurisdiction denies the Commission that authority. 13 In that cue, the Maryland Public

Service Commission had attempted to prescribe a charge on interexchange carriers

("IXCs") for the right to have local service denied for non-payment of the IXCs' charges.

In upholding the Commission's finding that Maryland had impinged on Commission

jurisdiction by prescribing a rate for an interstate service, the Coun of Appeals

distinguished jurisdiction over the 1'tIta charged to an /XC for such a service from

jurisdiction over the right ofa LEC to deny a C,",OIflD"S local service for non-payment of

toUch....:

11 47 U.S.C. § IS2(b).

12 Notice at -n-n 31-32 cl n.43.

13 S. PMblic Service Co".".'" ofMaryland v. FCC, 909 F.2d 1510 (D.C. Cir. 1990)
("MtuylalUl').
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The state araues that the implications of [the FCC's]
pos~tion would mean that the FCC would then have
jurisdiction to prevent the states from cutting oiflocal
service for any reason .... But we do lIot tJUnk tlultfollows
at flU.... [TJhe FCC has recognized the states' strong
parallel interest in the conditions under which an individual
would have access to local service; it Iuu lteft til tile stIItG
the d«UiM whetllD'LECs Ctul off. DNP1It.u. TIun is
thllS si"'" 110 nasoll to Wine tlult the FCC willsat to
illterfen with tlte sttltes' policeJH1tHI" ill tltis raped. 14

Consequently, the very case cited in the Notice to support possible Commission

jurisdiction over DNP actually denies that jurisdiction.

The same considerations demonstrate that the Commission should not

adopt nationwide deposit requirements, another ofthe measures proposed in the Notice.l'
From a policy perspective, deposit requirements should be addressed at the state level,

where they can be tailored to address unique local circumstances. From a Iepi

standpoint, deposit provisions are intrastate taritY conditions that are not subject to this

Commission's jurisdiction.16

14 909 F.2d at ISIS, n.6 (emphasis added).

l' S. Notice at f 26.

16 If the Commission nonetheless attempts to prescribe deposit requirements, or issues
recommendations to the states, it should condition lowered deposits on the customer's
subscribing to toU restriction and agreeing to a strict repayment plan. Ifa customer misses
paymentS or eliminates the toU restriction, the exchange carrier should be permitted to
increase the deposit.
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v. Conclusion.

Accordingly, the Commission should not prescribe uniform national

regulations relating to local telephone subscribership. Instead, it should leave program

development to the states and localities that are in a far better position to ascertain the

needs oftheir constituents.

Respectfully Submitt~

The" Ada.tic T.,.••Co_,._.
By their Attorney

Edward D. Youn" m
Michael E. Glover

Of Counsel

September 27. 1995

L--a,/~
Lawrence W. Katz

1320 North Court House Road
Eighth Floor
Arlington., Virginia 22201
(103) 914-4862



APPENDIX

Subscribenltip fromm. In Seven' BeU Atlantic Jurisdictions

This Appendix consists of a discussion ofprograms in four ofBeD

Atlantic's jurisdictions that are intended, at least in part, to increase telephone

subscribership. As will be seen, the success of the programs do not necessarily correlate

positively to their cost or complexity.

Pennsylvania's Chapter 64 program is an administratively complex system

that, among other provisions, requires telephone bills to show separate balances for basic

local exchange services, toll, and non-basic services and prohibits denial oflocal service

for non-payment of taU or non-basic charges. It also has provisions prescribing fairly

protracted notification methods and periods before local service may be denied for failure

to pay even local charges.

Althoup subscribership rates have remained high in Pennsylvania., the

increase in penetration since the advent ofChapter 64 has been slightly less than the

national average. 1 Pennsylvania entered Chapter 64 with a high subscribership level,

1 Subscribership levels in Pennsylvania increased by 1.101'. fi'om 1984, the last yar before
initiation ofChapter 64, to March of 1995. Nationwide, penetration in that same period
increased by an averqe of2.3%. FCC, Com. Car. Bur., Industry Analysis Div.,
Mollitorill' Report, CC Docket No. 81-339 (May 1995) ("Monitoring Report"); U.S.
Census Bureau, Current Population Surveys (1995) ("Census Surveys").


