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Acting Secretary
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1919 M Street, NW Room 200
Washington, DC 20554
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RE: Ex parte notification
Docket No. 96-45

Dear Mr. Caton:

Pursuant to § 1.120(a)(2) of the Commission's Rules, I have enclosed copies ofdocuments forwarded
to the Commission related to the above-referenced matter.

The documents are as follows:

(1) April 30, 1997 letter from Angela E. Giancarlo, Esq. of the Personal Communications
Industry Association ("PCIA) to Mr. James L. Casserly of Commissioner Ness' staff;

(2) April 30, 1997 telefax from Angela E. Giancarlo, Esq. ofPCIA to James Coltharp of
Commissioner Quello's staff;

(3) May 1, 1997 telefax from Jay Kitchen ofPCIA to Commissioner Susan Ness;
(4) May 1, 1997 telefax from Jay Kitchen ofPCIA to Commissioner Rachelle B. Chong;
(5) May 1, 1997 telefax from Angela E. Giancarlo, Esq. ofPCIA to Mr. James Coltharp of

Commissioner Quello's staff; and
(6) May 1, 1997 telefax from Angela E. Giancarlo, Esq. to James L. Casserly, Esq. of

Commissioner Ness' staff.

Kindly contact me at 703-739-0300, extension 3027 with any questions.

Sincerely,

QV\~"&(l).J\COJJJ,-
Angela E. Giancarlo, Esq.
Manager, Industry Affairs
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April 30, 1997

VIA HAND DELIVERY

Mr. James L. Casserly
Federal Communications Commission
Office of Commissioner Ness
1919 M Street, NW
Room 832
Washington, DC 20554

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

Dear Mr. Casserly:

Thank you for meeting with Jay Kitchen of the Personal Communications Industry Association
("PCIA), Mark Golden ofPCIA and Scott Harris of Gibson, Dunn & Crutcher on April 10, 1997
regarding the above-referenced matter. We appreciated the opportunity to meet with
Commissioner Ness and you.

During that discussion, you had several questions about PCIA's positions regarding universal
service. Specifically, you wondered whether the paging industry needed universal service fund
("USF") relief in light of the decisions made by the Commission in its interconnection order.

As was discussed at the meeting, PCIA's positions regarding universal service are as follows: (l)
paging service providers' contribution to the universal service fund should be based on no more
than 50% of gross revenues; (2) the Commission should allow PCS providers a five-year
temporary suspension from contributing to the universal service fund; and (3)
telecommunications providers must be allowed to itemize any universal service fees.

PCIA believes that universal service and interconnection issues should not be linked. Our
arguments on universal service must and do stand on their own merits. We believe that
§254(b)(4) of the Telecommunications Act of 1996 is a legitimate legal basis for providing
reasonable relief to paging service carriers.

• 500 Montgomery Street • Suite 700 • Alexandria, VA 22314-1561 •
• Tel: 703-739-0300 • Fax: 703-836·1608 • Web Address: http://www.pciCl.cn!11 •
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Universal Service

Section 254(b)(4) states that telecommunications service providers must make an "equitable and
nondiscriminatoryII contribution to the fund. PCIA believes that a proper application of this
standard will logically lead the Commission to allow reduced payments for paging service
carriers. In any case, it is plain that this language gives the Commission the flexibility to grant
the relief sought by PCIA.

There are sound reasons which will permit the Commission to act within its discretion to grant
equitable relief to paging service providers. First, paging service providers must pay into the
fund, but cannot receive subsidies from it. Second, paging service providers use the public
switched telephone network ("PSTN") in only one direction -- 50% of the use made of the PSTN
is by other telecommunications carriers. In these respects, paging service providers are unique.
Thus, it would be inequitable and discriminatory for paging service providers to pay into the
USF on 100% of revenues.

In addition, no other telecommunications service providers face the same technical constraints on
their systems. The technology deployed for messaging services has the capability to offer only
one-way non-interactive communications. Even private line service offers two-way interactive
communications, even if the calls are primarily outbound or primarily inbound.

Finafly, as the least expensive communication service, paging will be inordinately affected by
any per-subscriber universal service assessment. As the lowest cost communication service
available, pagers are affordable for people who cannot subscribe to more expensive
communication alternatives. Increases in monthly subscriber costs will have a large impact on
marginal use, adversely affecting those subscribers who depend on this reliable and inexpensive
method of communication.

Interconnection

We also wish to answer your questions about the "relief' the paging industry has received as a
result of the FCC's interconnection order. The FCC's interconnection orders, if ever
implemented by the local exchange carriers ("LECs"), as PCIA believes critical, do reduce the
paging carriers' costs of termination facilities and telephone numbers. These orders recognized
that LECs have been engaging in unreasonably discriminatory practices against paging carriers
by assessing charges for LEC traffic terminated by paging carriers. The industry is appreciative
of the FCC's intervention to right these egregious wrongs. Despite the Commission's effort,
however, it is unclear whether the relief it intended for the paging industry will materialize.

Of course, the outcome of the Commission's interconnection orders are not clear as the case is
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pending with the Eighth Circuit Court of Appeals. Moreover, many LECs have refused to
comply with even the un-stayed portion of the orders. For example, Southwestern Bell
Telephone Company ("SBC") has threatened to cease providing interconnection to paging
carriers unless they pay SBC for the facilities over which SBC's calls terminate on the paging
network. SBC's action comes despite the Commission's interconnection order which clearly
ruled that paging carriers may not be charged for terminating traffic. More recently, an
arbitration judge in California has ruled that, as a matter oflaw, paging carriers are required to
pay for LEC termination ofcalls and are not qualified to receive termination compensation under
§251(b)(5) of the Act. I have enclosed a copy of this ruling for your review.

Conclusion

In considering USF issues and their impact on the paging industry, one cannot reasonably
consider the decisions made by the Commission on interconnection. First, the USF arguments
stand on their own. Second, the relief granted to the paging industry on interconnection is, at
best, uncertain.

I am grateful for your consideration of this letter. Please contact me at 703-739-0300, extension
3027, with additional questions or concerns.

Sincerely,

Angela E. Giancarlo, Esq.
Manager, Industry Affairs
Personal Communications Industry Association

Enclosure
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LATE FilED

TELEFAXCOVERSHEET

TO: Jim Coltharp

TELEPHONE #: 202-418-2000

TELEFAX #: 202-418-2802

FROM: Angela E. Giancarlo, Esq.
Manager, Industry Affairs
Personal Communications Industry Association

TELEPHONE #: 703-739-0300 x. 3027

TELEFAX #: 703-836-1608

DATEffIME: 4/30/97 10:00 a.m.

# of pages: 1 (+ cover sheet)

MESSAGE: Sending this over to you as a follow up from Friday morning's
meeting. Please call me ifyou need any additional background
or assistance. Thank you.

• 500 Montgomery Street • Suite 700 • Alexandria, VA 22314-1561 •
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DCII' Cbaimlm HUDlit:

J bav. two ClODOImI ... 1be imp1enleDtltloaa of tbe
PCO" propolld lmIvaul ArYlce lUlemaldq _ thIIr IInpIct
on the ,roYi'" of ptIiq IIMoet. rust, the pa1)powcIlUItI
weWd raqulre J'IPI' JIIOYlclen to CODInD1JW Diva)' into 1be ftuuI
IDdIeCOnd. 1M DfW lU1~WDwd UmJt !bell abWty to~ Iht
cost or lbi. ftDaDe181 burden.

:.. Clearly. a fai:De&'t BDd equity iAUe RiD. '18ma
provldcr$ are iDelia~le to mdve univelll1~ Amdina
dupite their 1W1ua1 pa)'DlCDt of approximately $300 mlWoa to
111* fUnd. And, the prohfbJt1oJ2 of 111 end-UHf 5\1l~husewould

.produce a hidden tax Oft conrmnen which f. emurary tD the
'intent of TelecommunicatiDftI Act Dr 1996.

,
I mlOgnjz.e 1hcN are mlD1 chl11asina 1I1UN to raolYO'

as )'OU jmpJemw wn~lII1'anice wifhiD the context of tM
19P6 A~1 aqd I hop" you will give tb~ issues aerlolJS
ooDlideration. Witb bNt wbhn.l am

The HO~Doi'.ble Reed Hundt .
Chairman 0

Felieral Comnll1J1imions Conunlsslon
Wuhinaton. D.C. 20~54

•



PCIA Personal

Association

,..... '.. ; ''''''''.:''

;':-~, 'Ii r' - .Xi LATE F!LED

TO:

FAX#:

FROM:

PHONE#:

DATE:

# of PAGES:

MESSAGE:

TELEFAX COVER SHEET

Commissioner Susan Ness

202-418-2821

Jay Kitchen
President
Personal Communications Industry Association

703-739-0300, ext. 3100

May 1, 1997 12:30 p.m.

4 + cover

Thought you'd be interested in the attached letters.

• 500 Montgomery Street • Suite 700 • Alexandria, VA 22314-1561 •
• Tel: 703-739-0300 • Fax: 703-836-1608 • Web Address: http://www.pcia.com •



-_.'

.' T~!!:NT' LeTT
Ml".I.ZSI~~1

.....-,.....,....
. ;"" .' -.

" .. -"

I .1<" ••. ~ .
4- 4 •• ,t

, .
..:.

~ .
, . . ~.,..

" "" .

Ul\Illf,;P 5T...T.& .E/II"TE

0"'1;1 0' THE "'AJOIIUTY LtAOIi:R
WASHINGTON. D. e.

Apri12S, 1997

Dw Cbaimam Hundt:

J bav, two VODOlml.IhcNC 1IIe 1mp1ealeDtatJoa of die
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woWd roquIre ptpr lIoviden to CODInlN'. DlQIf)' into the 1umI
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COSt of tbis fibauc:1al burden.
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providers are ineliaible to t8{;e!vc Wlivarlll III'\'iQe ftmdina
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.produce II hidden tax on conIUm" which f. emurary to the
'lntent of TelecornmunieatioM Act Dr 1996.
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as )'OU JrnpJemmt Wli~'A1' servic:o widUD the context of tM
1996 Ao1 a.Qd I hop~ you will give U1~ is3ueJ serious
ooDlideration. With be.!t wi5hn. Jam
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The H~Do:able Reed Hundt .
Chairman .
Federal Communit«tioo" Conunlsslon
Wlllbiniton, D.C. 2O.s~4
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The Honorable Reed Hundt
Chalnnan
Fed..1Communications Comrnlulon
1919 M Street, NW
Wuhington. D.C. 20554

Dear Chafnnan Hundt:

. I am writing to exmas my hope that the FCC faithfully adharel to the prtnclples of the
Telecommunication. ArA of 1996 u It preparel to loue Important oRl.... implementing the
univenJal service provlslons in thl Act and reformIng the FCC'slnte...tate access charge rules.
tn particular, U you yourself said on April 4, 1997. "I don't think thlt Congress Intanded to have
us rai.e relldantlal baslo dlaltone ••••_t 'Vou were "reading Congre81 right on this- and I am
deeply concemod thlt the FCC Is pursuing Ii couTie that wit! risk undlrfundlng univ8nJ81 $ervice
support mechlni.ma and reeult In Increated rate8 for bole telephont slrvlce.

The prlmlry purpole of unwor&al servita hi. always bien, and Congress Intends that It
continue to be, onluJtng that relldentlel customers In high-c:olt, rural II'IIiS afe able to have
basic tllephone .oNlca 8t roasonable ratls. This II Why the 1QQ8 Act m811<1ates that the FCC
create Bnd fully implement I naw universal service fund. Atthough enlurfng that schools, health
clre provIders, and IIbrarfe. hIVe dllcounted IOCOIS to advanced telecommunicationI services
Is Q Plrt or thl. mandat., it i$ clsar1y not the priJT\ary purpose of the Univeraal Service Fund.

It appears. however. that the FCC i8 pollid to erelte a maaslve fedoral govemment
spending program lind will fin to accomplish 11$ prfmary obligation. Congress did not Inlend for
thl Univorsal Service Fund to be converted tnto 8 fundIng mechanism fer the Infonnatlon
luplrt1lghwMy. Nor did Congreulnttnd for the FCC to colilet funds In excess of anticipated
dllmlnd and QlIow thlm to accumulate annually, thlreby generating I large surplul to pay for
future.potentllli spending by schools, healthcst'$ providers. 8nd IItlreno8.

Wlth regard to the "Inalde wiring" of schools, thlre are numeroul organizations including
C8ble companies, Internet service providn, and telephone complnie. who provide this slrvlce
on a philanthropic basis. If telecommunications provldl,.. are required to pay into a fund which
simply duplicates the work already being done voluntarily. these companle& may stop their effol18
altogether. It II ironic that in thl midst of Pre'ident Clinton!. call for Increased volunteel1sm, the
FCC is preparing to ImplAMent I program thet eclullly subvlrts the voluntary efforts of these
companies Ind thousands or AmertClins who volunteered theIr tlml.

It appear& that the FCC has mitu••d It. limlttd reaourc;ea, and wtll filII to implement high­
COlt support for conaumlra of basic telephone teMet 88 mandated by the 1996 Act. As B result
of this failure to create 8 flderal universal s8Ntee fund provldlng "spQClflc, predictable and
sutflcAentU support. current ImpliCIt IRIpport mechlnl.ml Ire exposed to 101. if eompetition
develop» rapidly over the nixt year I. contemplated in the 1996 Act. Whar. more, It appears
that the FCC ptans to Include in Its Acoesl Rlform Order nerw ""I•• enJuring that compethora

• Statement of Chalnnan Hundt 8. reported by Roger Fillion, AT&TBaby8'", Otr.,Phln to Cut
Phone RlItea, Ruetof& N~re, Apnl 4, 1887.
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using unbundled elements do not pay fnmrstllte access charges, which further imperils impUcit
universal service support.

In the Local Compeb'tion Ord.,llsuad last lummlr, thl FCC emphulzed thlt the
unbundling provisions in the Act are ·integtlily relatld to both unlv.rsll service reform •.. and
reform of tha Interstate acce.s chlrgl syatem.1l2 Accordingly, the FCC attempted to Implement I
tlmporlllY m.chanlsm~ to ensure that takers of unbundled element. continue to pay acce••
oharg••, writing that I contrary relult ·m-r hive dltrlmental con,equences" end would bo
-undOllrable ••• matter of both economics and poliCy.fI5 By adopting an Access Reform Order
thlt permits competitors to use unbundled .'BlUnts wlthout paying access chargel, 1he FCC will
be violating thele very lam.prlnclplellt elpouledlol8 than one year Igo.

Congress did mlndate that the FCC Implemint the Universal Service Fund In 8 "single
proceedtng" and ·complete .uch proceldlng within 15 months aftertha date of anactment.- This
requlremlnt doas not )usUfy p.rtlallmpllmantltlan of thl UnlvlruJ Service Fund coupled with
full Implementation of access charge restructuring. Yet once Iglln, to accompllah the FCC-s
own 80cial agenda, the FCC is planning to implement Icce.. refonn before enlurlng that
universal service support Is ",pacific, predictQble and sufficient.· Such a result plainly violates
congreuionll intent. I 1m not augguting that ICCISS reform is not ultimately necessary.
Rether, I am suggutJng that tho FCC Implement IcceSS ""orm et such time es universal service
support Is gu....nteed.

It II .'ao Ipplrent from the deley In fulty implementing the Universal Service Fund, that
the FCC h•• struggltd to raise U billion in n.w.pending for 'chool•• tibrariea. health care
providers. and Iow-Incoml support wtthout causing local or long distance rates to increase. It Is
my undel1ltlndlng th.t the FCC plllJ\l to Increnl the Subscriber Une Charge rSlCD

) for second·
and addltlona' residentlaillne8 all wellia multiline bUllnDI5 lines. Congress did not intend for
the Commission to increase local ratel for any customers whether to fund ambitious sehool
programs or to replace implicit funding used to support universal service. To ralll locall'lltasln
connection with Implementation of the 1998 Act is in cflreet con1ravlntlon of Congrel.lonallntent.
Moreover, I notl that raising ,..t8. for second lin.. sold by inClJmbent LEe, merely encourages
customers to purchBse those finea from c:ompetltonl or to buy them from th. Incumbent under
false preten.es. This result would 8eem to nullify the FCC's Intent In raising thlSI Bles.

I further understand thlt. to accomplish Ita new spending g081a, the FCC II considering
requirfng private network apul1ItorS that leue excell cePleity (.uch as public utilities, railroads,
••telllte operators, Ind all camplnll.) to contribute to the Universal Service Fund. Such
oompaniel 8"' not common c.ntlrs. Therefore, Congree. did not Include them Imong thl
parties that are required to contribute to unlvlrlll.lrv!ce pursuant to SocUon 254(d). Moreover,
r cannot und$f'$tand how the "public Interesr would bl served by havJno thel" plrtles mako

.. :I fmplomentQ/lon ofth. Loc:.' CompetJIJon PtovI,lon, ofthe Teleoommunlcdon. Actof 1996, Arst
Report & Order, 11 FCC Red 15499, 16862 '716.

, Earlier this year, tho FCC wrote Unit thII temporary mechanism waa among the provisions stayed
by order of the United Stltal Court of Appeals for1he eighth Circuit AccHs Ch81f1' Reform, CC Docket
No. 96-262, Notice of Propol8d Rulemaldng, FCC 98-Un, "~4 n.94 (Dec. 24, 19ge).

• Loea' Compot/tlon Order. 11 FCC Red at 15ee3 , 717.

lId. '719.
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unlversal.eMce contribution. - their networka ere not I part of the pUbliC SlWttched telephone
network Ind they am not eligible to rac,lw support from thl Unlv....al Service Fund.

1111.0 understand that thBFCC Intends to require piglng companies to contribute to the
Universal Service Fund on the 88me ba,l, ., other telecommunlClltlons sluvlce providers. Such
a reBult would conflict. howev.r. with the express mandate in Section 254(d) that
teJecommunlcatlons carriers shall contribute to unlve"aJ sarvice eupport on M equitable and
nondl,crimlnatory bull. AI the FCC recognized lut summer, pagIng compalni&S do not USB the
pUblic IWitchod telephone network In the ••me~ al -LEes Ind oth.r voice caniel'8.118

Accordingly, the FCC recommended that paging companlel' ratll fortranaport Ind terminatIon
bl calculated sapI,.tety from those of LECS. Iurge the FCC to fonow thl.log1c aglln when
consldaring the approprllt. menure of any univ."al .ervice support obligations Imposed on
pagIng complnlel. Moreover, requiring lower levell ofuniversal service support from paging
campanIa. II the only aqultible 8nd nondiscriminatory IOrutlon becaUIl IUch companies are
Ineligible to receive funds from the Universal Service Fund.

wnen Congress enacted tha TelecommunIcations Act of 1890, It Intended tD deregUlate
tha tilicommunications industry and creato competition, whIch would reault in lower rates end
advanced services for III Americans. AI we neaf the conclusIon of thalmplementatlon timetable
contemplated by the Act, I feer thlt tne FCC appears to have 10lt lIght of thlse goals and
inltead cr&8(ed for itself 8 new reguJ.tory mInion. As 8 resUh, it appears that the nltlon's
telecommunicatIons customers may experience Increlald local or long distance rates. This Is
8lmply unacceptable, .nd I calion the FCC to reverie course to prevent Inyeuch ratB Incre8ses.
In particular, I believe the FCC .. competled to refrllin from adDptlng new NIl'S inaauing lacal
rst'8 (SLC Increa.el) .n~ permitting competitors uling unbundlad elemlnts to avoid plying
interstate aCC&88 charg81 untO implicit unJveflial service .upport Is midi explicit and guaranteed
in the Univer8al Service Fund proVided for by Section 264 of the Act.

Sincerety,

B LV
Chslnnan
Subcommittee on Telecommunications.
Trade, and Consumer Protection

f Locel Competition Ordlr. 11 FCC Red at 16~31J1092.
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Dear Cbairmll1 Hundt:

J blv, two "ODoenII .Ibouc the lmp1emeDtatloaa of tbe
PCO', PJOpoaed UDivmal seMoe lUIemlldq lad thtlr impact
on the plOvi'" of pGIiq Itl\IJOeI. First,!be Pl0poNd IQIef
weukl raqu1re ppr~ 10 coaM1nJl' InWl'Ylnto the ftuuI
an41eC011d, 1he unv zul~ WDuld UmJt their abWt)' to~ 1hI
COSt or1hh flDaDdal burden.

:.. Clearly, a fairn03S and equity illue Rim. PaSma
provider:; are iJleIialb1e to m;etyC uni".rIIl III'\Iioe fundina
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( ~gniz.e 1hcN are 11llAy cba11aainl lIlUN to molv&'
115 )'OU SmpJcmmt \U1i\'allZl'SlJ"\'ico witJUo the context or the
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oontideration. With b"t wi5Jm. Jam

~YYO\Ul,

~
The H~Doi'.ble Reod Hundt .
Chairman .
Federal Communimions Commission
Wqhinaton. D.C. 2O,5S4
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. I am writing to e)l;prels my hope that the FCC f.lthfully adhlres to the principles of the
TelecommunicaUonl Act or 1996 u it prepifli to Illueimportant ordlra implementing the
univ.....1selYJce provisions in thl Act Ind refonnlng the FCC'slnte,.,tate access charge rules.
In parttcular, U you yourself said on April 4, 1997. "I don't think that CongreN Intended to have
UI rai•• re.ldentlal baslo dJattone •••••1 'You were "readlng Congrell right on this- and I am
deeply concomod that tho FCC Is pursuing" course thlt witl risk undlrrundlng univel'lsl $ervice
support mechanisms and result In Incrested I'It88 for bale telephone ••rvlce.

The primary purpole of univorsal servite hi. always bltn, and Congr88' Intends that It
continue to be. enluling thlt re81dentlal customers In higb-colt, Nral llUI Ire able to have
basIc telephone lervici 8t reasonable ratls. Thlill Why the 1;98 Act mallcJatea that the FCC
create and fully implement a naw universal service fund. Although Inlurfng that schools, health
care provIders, and Ubrarles have dllcounted BOCOI8 to advanced telecommunications services
Is a part of thl. mind.te, it i$ c1'lrty not the primary purpose of the Univeraal Service Fund.

It appears. however, that the FCC ie poind to creatl a ml"lve fedoT81 govemment
spending program and Will f.1I to Iccompllsh It$ prfmary obllglUon. Congrels did not Intend for
thl Univoreal Service Fund to be converted Into 8 fundIng mechanIsm for the Informatlon
superhighway. Nor did Congrel8 Intlnd for the FCC to colliet funds In excoS5 of anticipated
demand and allow them to accumulate annuany, thereby generating _ large surplUS to pay for
future potential spending by achools, healthC8r$ providers, end Ililrertes.

WIth regard to the "Inside wlnng" of schools, there Ire numeroul organizations including
cable complll1l9S, Internet .Irvice provid8r8, and telephone complnie. who provide this servIce
on a philanthropic basis. If telecommunicatIons provld.,. are required to pay into a fund which
simply duplicates the work alre.dy baIng done voluntlrily, thue companies may stop their efforts
altogether. It JI ironIc that in thl midst of President Clinton's call for Increa.ed voluntael1lm, the
FCC il preparing to ImplAMent I prog1'8m that actually subv.rts the voluntary efforts of these
compani&s and thousands or Amer1cans who volunteered theIr time.

lt appQ8ra that the FCC ... miau••d It. limited resources. and will fill to implement high­
cost support for conIumI,. of blsle telephone servlCl e8 mandated by the 1996 Act. As 8 result
of this fanure to creale a fldlral Unlv8l'$a] B8Nlce fund providIng "spaclnc, predictable and
suff1cJent" support, current ImpliCtt BUpport mechanl.m. Ire exposed to lou if -=ompetition
develops rapidly over tha next year •• contemptltld in the 1996 Act. 'M1ar. more, It appears
that the FCC plans to Include in Its Accesl Reform Order nrJW NI•• ensuring that oompetltora

• Statlllment of Chalnnan Hundt 81 repon.d by Roger Fillion, AT&T8."yBt", air.,Plsn to cut
Phone Rates, Ruetors Newewlre. April 4, 1ee7.
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using unbundled e1aments do not pay Intumete acooss charges, which further imperils implicit
universal service support.

In the Looal Compelr'tion Orr/If Iisued last summer, thl FCC emphllized that the
unbundling provisions in the Act ere ·int8{Jt8l1y relatld to both un1vlrsll service reform ••. and
refOml of tha Interstate BcceSS chargl syatlm.1l2 Accordingly. the FCC attempted to Implement.
tlmpOJ1lIY m.chanls~ to ensure that taklrs of unbundled element, continue to pay aeee••
charg••, wrltlng that • contrary relult -may hive detrimental oon,equence." ..,d wo14ld be
-undellrable ••• matter of both ooonomice and polioy.1l5 By adopting an Access Reform Order
that permit, compltlto~ to USI unbundlld Ilemantl without paying aecus chargls. the FCC will
be violating thl.e very ••meprtnclpI8l1t elpouled lOIS than one year Igo.

Congrul did mandate that the FCC Implement the Universal Service Fund In I "llngll
proceeding" and ·complete such proceldlng within 15 months afterthe date of enactment.1t This
r8qulr8mlnt dOl. not JusUfy plrtlallmpllmentatlcn of thl Universal Serv1ce Fund coupled with
full Implementation of access charge restRlcturtng. Yet once Iglln. to accomplish the FCC's
own social agenda, the FCC is ptanning to implement Icce.. refonn before ensuring that
universal service support Is ",pacific, predictable and sufficient.· Such a ~.ult plainly vIolates
congreaJionll jntent. I 1m not suggesting that ICCIIS refonn il not ultimately necessary.
Rather, I am suggesting th.t the FCC Implement IIccall refonn at such time as universal service
support Is gual'ltnteed.

It II al.o apparent from the daley In fuUy implementing the Universal Service Fund. thai
the FCC hi' strugg'ttd to raise 83 billion in nlw splnding for .chools, ~brarie8, health care
provIders. and low-Income .upport without causIng local or long distance rat.. to increase. It Is
my undel1ltlndlng that tho FCC plans to Increisl the Subscriber Une Charg6 rSlC·) for second
and addItional "'Ildentiallfnn 8S well II multiline buslnan lines. CongnJIs did not intend for
the COmmission to increase local ratel for any customers whether to fund ambitious school
programs or to replace implicit fundIng ueed to support universal service. To raise local I1Ite. In
connBetlon with Implementstlon of the 1998 Act is in direct con1raventlon of Congre.llonallntent.
Moreover, I note that raising flt8. for second lines sold by ineumbenl LEes merely encourages
customers to purchase thoee lines from competitors or to buy them from the Incumbent under
fatse pretensea. This result would eeem to nulllry the FCC's Intent In raising thlle SLes.

I further understlnd that, to accompllih Ita new spending goala. the FCC fa considering
requiring private network operatoB that 18188 excess capacity (.uch as public utllltle•• rallrolds,
.atelllte operators. Ind all complnles) to contribute to the Universal Service Fund. Such
companies are not common Clmers. Therefore, Congreea did not Include them among the
partie. thaI are rGquired to contribute to unlvlrsllservlce pursuant to SectJon 254(d). MOnlover,
I cannot understand howthe lIpublic Intentsr would be served by havlno these plrtlel make

:I. Impfomentttlon ofth. LoPfJI CompetltJon ProvI,lon, or(he Te1eoommunlcwtJon. Act fJf 1996, Arst
Report & Order, 11 FCC Red 15499, 16862 '718.

• Earlier this year, thu FCC wrote furt thII tlmpor8JY mechanism was among the provisions stayed
by order of tha United Stttal Court of Appealll for the eighth CIrcuit .Ace8U Ch81VfJ Reform, CC Docket
No_ 96-262, Notice of PropoHd Rulemeklng, FCe ~18lS"'54 n.94 (Dec. 2.4, 199G).

• LooaICompetft1on Order. 11 FCC Red at 158e3' '717.

• ld. ~ 719.



( !

The Honorable Rel'd Hundt
Aprl130,1997
Page 3

unlversa' service contrtbutlon. - thllr netwolt<8 are not a part of the publicswJtched telephone
network and they are not .lIglble to 1'IC81va support from thl Universal Service Fund.

I 11180 undorstand thlt the FCC Intends to raqull"l ragIng companhtB to contribute to the
universal S.rvice Fund on the 8ame ba,l, If other telecommunlc.tlons service provid.rs. Such
a result would conflict. howevlr. with the express mandale in section 254(d) thlt
telecommunications carriers shall contribute to unlv....al sarvioe support on an equitable and
nond,.crlmln81ory baal.. AI the FCC recognlz,d la,t summlr, paging companiea do not use the
public BWitched telephone network In the ••mew~ IS "LEOs and othlrvoice carriera•.a
Accordingly, the FCC I'IlCOfllmended that paging companlel' ratll for transport and t.rminatlon
be calculated sePlnltely from those Of LECI. I urge the FCC to follow thl. logle again when
consldertng the appropriate m••,ure of .ny univeraal service support obllgatlons Imposed on
paging campanili. Moreover, l1Iqulrtng lower levela of universal servJce support from paging
companle. II the only oqultable and nondisaimlnatory .olutton because IUch companies are
Ineligible to receive funds from the Universal Service Fund.

When Congress enacted tho Telecommunications Act of 1886, It Intcnded to deregulate
the telacommunlel\iont industry and ClVlte competition, which would r8lult in lower rites lind
advanced services for III American.. AI we near the conclusIon of the Implementation timetable
contemplated by the Act, Jfear th.t the FCC appears to have 108t light of thue goals and
inltead created for itSelf 8 new regulllory minion. As II result. it appearl that the haUon's
telecommunications customers may experience Incraned local or long djatance rates. This Is
.Imply unacceptlble, .nd Icell on the FCC to reverse course to pl'8vant IIny SUch rate Increilses.
In particular, I believe the FCC II compelled to refrain from adopting new Nles inaaasing local
ratlS (SlC Inere.,es) .nct permitting competitors uling unbundled ellmlnts to avoid psytng
interstate aCC688 charge. until implicit unJveJ'$alaervice .upport Is midi explicit and gUBllInteed
in the Universal Service Fund provldld for by section 264 of the Act.

Sincerely.

8 LV
Chlllirman
Subcomml"ee on Telecommunications,
Trade, and Consumer Prot'ctlon

f Locel Competition Ordt,. 11 FCC Red at 160.43 'lf1092.
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. I am writing to exprel. my hope that the FCC faithfully adherel to the prtnclples of the
Telecommunication. Ad of 1996 u It preplrel to 'AU. Important ordlra implumenting the
univ&rw81 .ervlce provlslons in thl Act Ind refonnlng the FCC's Inte,..tate access charge rules.
In partJcular••s you yourself said on April 4. 1997••, don't thInk that Cong~" Intended to have
UI raiae relldentlaJ baslo dJaltone •••••' 'You were "reading Congre.s right on thIs- and I am
dHpJy concernod th.t tho FCC Is pursuing. course th.t will risk undlrrundlng univel'l8l $ervice
support mechanisms .nd result In Incr&aaed ratet for bale telephan••eNtee,

The primary purpole of univorsal service hi. alwaya b••n, and Congress Intends that It
continue to be. ensuling thai rl.ldonUal customerlln high-colt, nJral IrllS are able to have
basic tllephone leIVlce 8t reasonable ratl8. this II Why the 1QQe Act mall<lates that the FCC
croate and fully impllment 8 naw unlVGl'8al service fund. Although enlurfng that schools, health
care provIders, and IIbrarfes hIVe discounted aooess to advanced telecommunications services
Is a part of thl. mandal_, it i$ c1earty not the pri",ary purpose of the Universal Service Fund.

It appeal'l. however, that the FCC is polald to crelta I maaaive feden" govamment
spending program Bnd will 1.11 to Iccompllsh 1\$ primary obligatIon. Congl'llil did not Intend for
thl Univol'Al Service Fund to be converted Into 8 funding mechlnllm for the Infonnatlon
suplrf'1lghWllY. Nor did Congreu Intlnd for the FCC to collect fundi In 8XC01lO of anticipated
demand and allow them to accumulate annuall)'. thereby generating 8 large surplUS to pay for
future potentlll spending by schools, heslthrAl'$ provldllrs. Bnd libraries.

WIth regard to the "InsIde wlrtng" of sehools. there are numerous organizations including
cable companies, Intemet A.rvice providGr8, and telephone companies who provide this service
on I philanthropic baSis. If telecommunications provide,. are required to pay into a fund which
simply dupJicatcs the work alreldy being done voluntarily. these companies may stop their offorts
altogether. It la ironic that in th. midft of PrB,ident Clinton'. call ror Increased voluntael1sm, the
FCC is preparing to Implement a program that actually subvlrts the voluntary efforts of then
complIniQs and thousands or Amer1cans who volunteered theIr time.

It appeera that the FCC has mitu••d Itslimlt.d ~ouroes. and wUl flU to implement hlgh~
COlt support for conauml,.. of basic telephone laMe. .$ mllndated by the 1996 Act, As a r~sult

of thIs failure to create II federal unlV81lal servrce fund providIng "spQdflc, predlctllble and
aufflc1entU support, current Implictt IUpport mechlnl.ml Ire exposed to )011 if competition
develops rapidly over the next year I' contemplated in tho 1996 Act. Wh.r. more, " appears
thlt the FCC plans to Include in ItI Access Reform Ord.r nlM' rule. enJuring that compatltona

• Statement ofCh.lf11lan Hundt 8& reporMd by Roger Fillion. AT&T Baby80fT$ OfferPlan to Cut
Phone RlItfJS, Ruetors N8W!JWIre, Apn14. 1i87.
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using unbundled elements do not pay Intemate access charges, which further imperils implicit
universal setvloe support.

In the Local Competition Ord.r Issued last summer, thl FCC emphulzed that tho
unbundling provisions in the Act Ire ainleOtaUy ""lltad to both universal service reform ••. and
reform of1helntemtate access charge &yatem.1I2 Accordingly, the FCC attempted to Implement a
tempotlllY macbanlw to enaure that takers of unbundled element. continue to pay aeees.
oharge.. writing that a contrary "'lull -may hive detrlmental con,equence." and woQlct bo
-undoslrGle...matter of both ooonomice and poflCY'•.s By adopting an Access Refonn Order
that permits campetlloB to USI unbundlld e1ernenll without p~nJl accels chlrgeS, thl FCC will
be violating the•• very nmeprtnclplel It alpouled lOIs than one year Igo.

Congras did mlndlte thll the FCC Implement the Universal Service Fund In a "single
proceeding" and ·complete .uch proceldlng within 15 months after the date of enactment.- This
,..qulrement doa. not Justify partlallmpllmlntltlcn of thl Unlvlrsal Service Fund coupled with
full Implementation of access charge restructuring. Yet once Iglln, to accompllah the FCC's
own soCiel agenda, 1he FCC is planning to implement acces. reform before ensurtng that
universal aervice support II "tlpecific, predictable and .umcient.· Such a result plainly violates
congreAlional intent. ,11m not auogastrng that ICCtIl refonn it not ultimately necessary.
Rather. I am suggesting that the FCC Implement ICC8SS ...fonn at such time as universal service
support Is gua1'llnteed.

It Is allo apparent from the delay In fully impllmenting the Universal Service Fund, that
tha FCC halltruggltd to ralse 83 billion in new splnding for ,chool8, ~bmries, hellth care
prOVIders, and 1~lncom. iuppart without causing local or long distance ratea to increase. It Is
my undel'8tandlng that the FCC plans to Incrtl.e the Subscriber Un. Charge caSle-) for second'
end additional residentIal lines 8D well aa multiline bualnDI& lines. Congress did not intend for
the COmmission to increase 10cQI ratss for Iny customers whether to fund ambitioul IchooJ
programs or to replace implicit fundIng uaed to support universal service. To raisl locall'lltes In
connection with Implementation of the 19ge Act is in direct comraventlon of Congre.llonallntent.
Moreover, I note that raIsing ratls for .Icond IInll sold by inCtlmbent LEes merely encourages
customers to purchase those lines from competltorl or to buy them from the Incumbent under
farse pretensls. This result would 8eem to nullify the FCC's Intent In raising thlse BLes.

I further undllrstlnd that, to 8ccompllah Ita new spending goala, the FCC I. conllder1ng
requiring prtvate network operatorS that lea8e excelS capacity (.uch as public utllltlll, railroads,
••telllte operators, Ind all companies) to contrlbute to the Universal BONlee Fund. Such
companies are not common CIImlrs. Therefore, Congre8' did not Include them among the
parties that are required to contribute to univerlllllrvice pursuant to Suction 254(d). Moreover,
r cannot und&r&tand how the IIpubllc Intel\lsr would bl slNed by havlno these plrtles make

1 Implomflnt*tIon ofth. Loc;.1 CompsfJtJon Provi,lon! ofChe T«J1eoommunlc.t1on. Act uf 1996, Arst
Report & OrdeT. 11 FCC Red 15499, 16862 '718.

• Earlier this year. tha FCC wrote that this tamporary mechanism WB8 among the provisions stay~
by order of the Unltad Statal CDurt of Appeals for the eighth Circuit Acc&&& ChIJfl6 RefomJ, CC Docket
No. 96-262, Notice of Propo88d Ruleml.k1ng, FCe ""US~ "'54 n.94 (Dec. 24,1996).

• Loeal Competition Order. 11 FCC Red ,t 1See3 , 111.

lId., 719.
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unlvIl"lal slrvloe contrlbutlons - their netwolk8 8re not I part of tile pUbliCswitched telephone
network and they are not ellglbl. to racsrv. IUpport from the UnIversal Service Fund.

I allo undorstand that the FCC Intends to require ptIglng companIes to contribute to the
universal Service Fund 01'1 the aame billa ., other telecommunlc.tlons service providers. Such
a result would conflict. howlvlr, with the express mandale in section 254(d) that
telecommunications earners shall contJ1bute to unlvl,.sl service support on an equitable and
nondl.crtmlnlltory bul., A, the FCC recognlzld lut summlr, paging compani&S do not use the
pUblic: switched telephone network In the ••me~ IS -LEOs and othlrvoice carrier8.as
Accordingly, the FCC tlCOfI1mended that pagIng t:Ompanles' ratel for transport and termination
be calculated separately from those of LECS. I urge the FCC to follow thr. logic again when
considering tho approprl.te ml••ure of any univ'rtal service support obllgatlons Imposed on
pagIng complnlls. Moreovar, requiring lower levels of universal service support from paging
campanIa. II the only equltablt and nondiscriminatory .olutlon because IUch companies ar$
Ineligible to receive funds from the Universal Service Fund.

wnen COngress enacted the Tolecommunlcations Act of 1898, It Inlanded to deregulate
the tllecommunlcations industry and creato competition, which would result in lower rates end
advanced seMC6s for all American.. As we near the conclusion of thl Implementation timetable
contemplated by the Act, Ifelr thlt the FCC appears to have 10lt light of thl18 goals and
instead created for itself8 new regulatory mission. As 8 result, it appearl that the nation's
telecommunications customers may experience Increlsad local or long distance rates. This Is
simply unacceptable, and I call on tna FCC to reverie COUTSe to pravent Iny 8uch tate Increlses.
In particular. I believeth. FCC II compelled to refrain from adopting new rules increasing local
rate, (SLC Increale.) .nct permittIng competitors usin; unbundled ellmlnts to avoid psytng
interstate aCC6S8 chargel until implicit un)v8r.t1sl service support Is midi explicit Bnd guaranteed
in the Universal Service Fund provided for by section 264 of the Act.

Sincerely,

B LV
Chllnnan
Subcommittee on Telecommunications.
Trad&, and Consumer Protlctlon

• 1.0ClI Competition Ordtr, 11 FCC Red Ilt 16043'11092.
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UNITE;g ST"'T&;S .E",ATI:

Q"I",I;& Ojr THE MAJOIlt'TY LEADER
WASH'NGTON, D. e.

April 2S, 1997

DAr Cbaimum Hwu!t:

J bav, two VODOlml .IhcNt tile lmp1eamatatlola of till
PCO', PJ'Opoild UDlYCIIl nmcc rulemlJdq IDd thIlr ImplDt
on the providen of pGIiq .tl'VIOoI. First, tbe paopoM IUIef
weWd raqulte pepr povldm 10 COD1nwtt DaOll." into 1bc Awl
&lJc11eC011d. the UfW Mel would OmIt !bell abWt)' to JeCOUP 1he
C(qt of1hi. ftnanelal burden.

. '" .
~ Clearly. a !airDeu and equity illue exiltl. P'ama
providers are iDeliaible to l"BRivc univana1~ ftmdina
de.spitl; tbeir annual pa)'D1~t of approximately $300 miWOZl to

',. U. fuad. And, the prohlbjt1oJ) of 111 eorJ-UHr J\Il~harse would
.produce & hidden tax on conrwnen whiM t. emltrasy tel the
'intent of Telecommunicatioftl Act or 2996.

I recogniz.e 1hmt are 1n1ll1 chaJlal8ina ilIUM to rcsolVt
85 )'OU SmpJcmMt W1i~wl° ."ic::e witlUD the context of the
1996 A~1 a.qd 1 hope you will give thea muel lerlous
ooDlideration. Witb bNt wiahes. I am

~lYYolUl,

~~

..- .. -._~ ..- .'

.'
,..

The H~Doi'.ble Reed Hundt .
Chail'lnM .
Federal Communication' ColTU1llsslon
Wauhinaton, D.C, 20~54

•
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. I am writing to exprvla my hope that the FCC fllthfully adheres to the prtnclples of the
TelecommunicatiOn, Ad of1996 as It prepares to I..ue lmport.nt ordlra implementing the
uniV8nt81 service provisIons in thl Act Ind reforming the FCCrs Inte...tete access charge rules.
In particular, U you yourself laid on April 4, 1987. '" don't think that Oong,." Intended to have
us rai.e r.aldentlel baslo dJattone ••••lIt 'You were -reading Congrelll1ght on this- and I am
dep~ concerned that tho FCC Is pursuing It tourae that will risk und.rfundlng univeraal $ervice
support mechanisma and re,ult In 'ncreated I'IIIt88 for bole telephone lervlce.

The primary purpole of univOrlial service hlsllwaya b••n. end Congress Intends that It
continue to be. enlultng thlt ....Identl.! customers In higtM:oltr rural lraBI are able to have
basic telephone service at reasonable ratas. Thlill why the 1QQC5 Act m8l1(Jates that the FCC
create and fully implement 8 naw universe' service fund. Al1hough enlurfng that schoolsr health
clIre providers, and IIbrarfe. hIIve discounted acces. to advanced telecommunicatlonllervlces
Is a part of thl. mlndate, it is c1earfy not the priJT1sry purpose of the UniveraslServlce Fund.

1t appears. however. that the FCC ia polaad to ere.te • ma88lve federlll govemment
spending program and will fall to accomplish 11$ primary obligation. Congrels did not Intend for
th. Univorsal Service Fund to be converted Into 8 fundIng mechanIsm for the Infonnatlon
lupert1lg11way. Nor did Congreas Int.nd for the FCC to collect fundi In excolS of anticipated
dl!lm8nd and allow thlm to 8ccumulate annually. th....by generating. large surplUS to pay for
future potential spending by Ichools, healthcare providers, end libraries.

WIth regard to the "lnBlde wlfino· of schools, th.,. are numeroul organizatlona including
cabl. companl8S, Intemet Ilrvice provid8nllr and telephone complIniel who provide this slrvlce
on a philanthropic basis. If telecommunications provide,.. are required to pay into a fund which
simply duplicates thQ work already bllng done voluntarily. thlse companies may stop their efforts
altogether. It II ironic that in the midst of Pre'ident Clinton'. cell for Incnated valuntael1sm, the
FCC i. prep.rlng to Implement a program that eclullly aubvlrtl the voluntary efforts of these
compani&s .nd thousBnds or Americans who volunteered theIr time.

It appQsr& that the FCC hu mitu••d It. limlt.d roaouroHr end will flU to implement high­
COlt support for conIum.,.. of blsle telephone 8ervlCl 88 mandated by the 1996 Ac:it, As 8 result
of this f.l1ure to creat& 8 f.dlrel unlvef1aJ UNlet fund providing "spGCIflc, predictable and
sumcAent" support, current Implictt support machlnl.ml Ire exposed to Ion if competition
develops rapidly over the next year a. contemplat.d in tho 1996 Act. VVhar. more, It appears
that the FCC plant to tnelude in Its Acoesl Reform Ord.rn~NI,. ensuring that oampatltors
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usIng unbundled elements do not pay Interstate access charges, which further imperils impllcit
universal service support.

In the Local Competition Otria, Issued last summer, thl FCC emphul%ed thlt the
unbundling provisions in the Act ara aint6Qt8Il)' ttlatld to both universal service refonn ••. and
reform of the Intemt8te IICC1tIS chlrgllyltem.1I2 Accordingly, the FCC attempted to Impllmlnt I
tempotlllY mechanism' to ensure that takers of unbundled elemenl. continue to pay Ieee••
charge., writing that • contrary relult 1Im.y hive detrimental contequence." and woulcl be
-undulrable .1 • matter of both ooonomice Bnd po~.1l5 By IIdoptlng an Access Refonn Order
that permits compltlloB to us. unbundlld "llnIntJ without paying IcceJl charges, the FCC will
be violating th••• very 'Imeprinclpl8l1t e,poused lel8 thin one year Igo.

Congra. dId mlndale thlt the FCC Implement the UnIversal Service Fund In II "slngll
proceeding"' and ·complete .uch proceldlng wfthln 15 months aftBrtha date of enactment.1I ThIs
requlremlnt do•• not jusUly partlallmpllmentatJon of thl Unlvlrs.l Service Fund coupled with
fun Implementation of 8CC8es charge restructuring. Yet once Igaln, to accomplish the FCC's
own 80eial agenda. the FCC is planning to implement ecce.. reform blfarv enluring that
universal service support Is ",pecjfic. predictable and sufficient.· Such a result plainly violates
congrulional intent. 11m not aUDgesting that lcelil refonn is not ultimately necessary.
Rather. I am suggesting that the FCC Implement ICC8SS f8t'orm lit such time as universal service
8uppor11s guaranteed.

It II .110 Ipparent from the dllay In fully implementing the Universal Service Fund. thal
the FCC hi. ItNDg'.d to raise U bIllion in nlw spending for .choola, Ubrarie8, health care
providers, and low-Income support without causing IOCiI or long dlatance rat.. to increase. It Is
my underatandJng th.t tho FCC plans to Increlll the Subscriber Una Charge rSLCD

) for second
end additional re.ldentlal lines 88 well a, mulUllna bUllnus, lines. Congress did not intend for
the CommisSion to increase local rates for any cultomers whether to fund ambItious school
programs or to replace implicit fundIng used to support universal service. To ralsl locall'lltsl In
connBctlon wtth Implementation of the 19ge Act is in direct contravention of Congl'8sllonallntent.
Moreover, I note that ralalng fltl. for sicond IInl. sold by incumbent LEes merely encourages
customst1I to purchase tho$e lines from competltol"l or to buy them from the Incumbent under
talse pretlnsls. This result would seem to nullify the FCC's Intent In raising thl.. Sles.

I further understand thlt. to 8ccompllah Ita new spending goala. the FCC Ia consldertng
requiring private network opemtorS that lels8 exe... capacity (.uch as public utIllO.s• .-.Jlroads,
.atellite operatoJ1l, Ind all companies) to contribute to the Universal Service Fund. Such
campanie. are not common camlrs. Therefore. Congm. did not Include them Imong thl
partiel that are required to contribute to universllllrvice pursuant to Seetlon 254(d). Moreover,
rcannot und&rStand how the "public Intentsr would be sirved by havl"o thele plrtlea make

J fmplomentation gfth.l..oo.1 ComperttJon ProvIllon~ orf/le Te1eoommunlc.flgn. Actuf 1996, Arst
Report & Order. 11 FCC Red 15499,16862'716.

J Earlier thl. year, thu FCC wrote thllt thII tlmporlJy mechanism waa among the provtslons stayed
by order of the United Statae Court of Appeals for the eighth Circuit Acca&& ChfJ1'{J8 Reform, CC Docket
No. 96-262. Notice of Propo88d Rulemeldng, FCe 9&-188"54 n.94 (Dec. 24,1996).
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