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Acting Secretary

Federal Communications Commission
1919 M Street, NW Room 200
Washington, DC 20554

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 of documents 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. of PCIA to James Coltharp of
Commissioner Quello's staff;

(3)  May 1, 1997 telefax from Jay Kitchen of PCIA to Commissioner Susan Ness;

(49  May 1, 1997 telefax from Jay Kitchen of PCIA to Commissioner Rachelle B. Chong;

(5) May 1, 1997 telefax from Angela E. Giancarlo, Esq. of PCIA 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,

v N aucando-

Angela E. Giancarlo, Esq.
Manager, Industry Affairs

Mo, o

Enclosures i Al
* 500 Montgomery Street ® Suite 700 ® Alexandria, VA 22314-1561¢
® Tel: 703-739-0300 * Fax: 703-836-1608 ® Web Address: http://www.pcia.com ®
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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 of PCIA 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: (1)
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 22314-156] ¢
® Tel: 703-739-0300 * Fax: 703-836-1608 * Web Address: http://www.pcia.com ®
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Universal Service

Section 254(b)(4) states that telecommunications service providers must make an "equitable and
nondiscriminatory" 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.

Finally, 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 of law, paging carriers are required to
pay for LEC termination of calls 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.

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

Enclosure
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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

DATE/TIME: 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 if you need any additional background
or assistance. Thank you.

* 500 Montgomery Street ® Suite 700 ® Alexandria, VA 22314-1561 ®
* Tel: 703-739-0300 * Fax: 703-836-1608 ®* Web Address: http://www.pcia.com ®
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Dewr Chairman Hund!:

] have two oopoerna sbout the implernentation of the
FCC's proposed universal sarvice sulemaking and their impact
on the providers of paging services. Firsi, the proposed Tules
would roquirs pager providers 1o contribule money into the fund
and secand, the new yules would limit their abllity to recoup the
cost of this financial burden.

% Clearly, a fairoess end equity issue exists. Paging
providers are ineligible to receive univarsel service funding
despite their aonual payment of spproximately $300 million to

" the fund. And, the prohibition of an end-user surcharge would
.. produce a hidden tax on conwyumers which is contrary to the

intent of Telecommunications Act of 1996.

! recognize there are many challenging issues © resolve
85 you jmplement universal-service within the context of the
1996 Act and 1 hope you will give these issues serious
consideration. With best wishes, ] am

Sin y yours,

1

The Honotable Reed Hundt
Chairmhan .
Iederal Communications Commission
Waghington, D.C. 20554



o el G LATE FILE
M Communications - ED

Ry Industry
i

Association

TELEF R SHEET
TO: Commissioner Susan Ness
FAX #: 202-418-2821
FROM: Jay Kitchen

President
Personal Communications Industry Association

PHONE #: 703-739-0300, ext. 3100

DATE: May 1, 1997 12:30 p.m.

# of PAGES: 4 + cover

MESSAGE: Thought you'd be interested in the attached letters.

* 500 Montgomery Street ® Suite 700 ® Alexandria, VA 22314-1561
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UNITED STATES BENATE
OFFICE OF THE MAJORITY LEADER
WASHINGTON, D. €.
. TmENT LOYY April 25, 1997
Dear Chairman Hund!:
] have two conosrns sbout the implementstion of the

e e e v -

FCC's proposed universal service sulemaking and thelr impact
on the providers of paging ssrvises. First, the proposed rules
weoukd roquirs pager providers 10 contribute money into the fund
and second, the new rules would limit thelr abllity to recoup the
cost of this financial burden.

= Clearly, a fairoess Bnd equity issue exists. Paging
providers are ineligible to receive univarsal gsrvice funding
despitc their annual payment of spproximately $300 million to

" the fund. And, the prohibition of an end-user surcharge would
. .produce s hidden tax on convumers which i{s contrary to the

intent of Telecommunications Act of 1996.

[ recognize there are many challenging issues © resolve
as you jmplement universal-service within the context of the
1996 Act and I hope you will give these issues serious
oonsideration. With bast wishes, ] am

Sin ly yows,
:;Mn%
The Honotable Resd Hundt
Chairthan .
T'ederal Communications Commission
Waghington, D.C. 20554
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The Honorable Reed Hundt
Chalrman

Federal Communications Commission
1918 M Street, NW
Washington, D.C. 20884

Dear Chalman Hundt:

- { am writing to express my hops that the FCC faithfully adheres to the principles of the
Telecommunications Act of 1086 as it prepares {0 issue Important ordera implementing the
universsl service provisions in the Act and reforming the FCC's interstate access charge rules.
In particular, as you yoursalf said on April 4, 1697, *| don't think that Congress intended 1o have
ua raise residential basio dialtone . . . .*' “You were *reading Congress right on this” and | am
deeply concsmed that the FCC |s pursuing & courgs that wifl risk underfunding universal service
support mechanisms and result In increased rates for basic telephone service.

The primary purpose of universal service has always baen, and Congress Intends that It
continue to be, enzuring that residential customers In high-cost, rural ereas are able to have
basic talsphone servics at reasonable rates. This Is why the 1998 Act mandates that the FCC
create and fully implement & new universal service fund. Although ensuring that schools, health
care providers, and libraries have discounted access to advancad talscommunications services
Is a part of this mandate, it is cloarly not the primary purpose of the Universal Bervice Fund.

it appears, however, that the FCC is poisad to create a massive federa! govemment
spending program and will fall to accomplish its primary obligation. Congress did not intend for
the Universal Service Fund to be converted Into a funding mechanism for the information
superhighwary. Nor did Congraas Intend for the FCC {o collact funds In excass of anticipated
dsmand and allow them {o accumulate annually, thereby generating s large surplus to pay for
future potential spending by schools, healthcare providers, and libraries.

With regard to the “inside wiring" of schools, thers are numerous organizations including
cable companles, Intarnet service providers, and telephone companies who provide this service
on a philanthroplc basis. If talscommunications providers are required to pay into a fund which
simply duplicates the work already belng done voluntarily, these companies may stop their efforts
altogether. It Is ironic that in the midst of Prasident Clinton’s call for Increased voluntesrism, the
FCC ia preparing to Implament a program that actually subveris the voluntary efforts of thase
companias and thousands of Americans who voluntesred thelr time.

It appears that the FCC has misused its limited resources, and will fall to implement high-
cost support for congumars of basic telephona gervics as mandated by the 1986 Act, As a resutt
of this faliure to create a faderal universal service fund providing “specific, predictable and
aufficlent’ support, current Implicit support mechanisms are sxposed to loss if competition
davelops rapldly over the next year as contemplatad in the 18968 Act. What's more, It appears
that the FCC plans 10 Include in its Access Reform Ordar nsw rules ensuring that competitors

' Statament of Chairman Hundt as reported by Roger Fliflon, AT&T Baby Befis Offer Plan fo Cut
Phone Rates, Rustars Newswire, April 4, 1097.
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using unbundied elements do not pay interstate access charges, which further imperilé implicit
universal service support.

In the Local Competition Onder |ssuad last summer, the FCC esmphasized that the
unbundling provisions in the Act are “integrally related to both universal service reform . . . and
raform of the Interstate access charge system.” Accordingly, the FCC atiempted to implement a
temporary machanism?® to ensure that takers of unbundled elements continue to pay access
chargas, writing that a contrary result “msy have detrimental consequences™ and would be
“undesirable as a matter of both aconomics and policy.” By adopting an Access Reform Order
that pormits competitors to use unbundled slements without paying access charges, the FCC will
be viotating these very sume principles it espoused less than one year ago.

Congress did mandate that the FCC implemént the Unlversal Service Fund In a “single
proceeding” and “complete such procssding within 15 months after the date of anactment,” This
requirement doss not justily partial Implsmentation of the Universal 8ervice Fund coupled with
full implementation of access charge restructuring. Yet oncs egain, to accomplish the FCC's
own social agenda, the FCC is planning to implement access reform before snsuring that
universal service support s “spacific, predittable and sufficient.” Such a result plainly violates
Congrassional intent. | am not suggesting that access raform is not ultimately necassary.
Rather, | am suggesting that the FCC Implement access reform et such time as universal service
support Is guaranteed.

it is also apparent from the delay in fully implamenting the Universal Service Fund, that
the FCC has struggled to raise 83 billion in naw apending for schools, libraries, health care
providers, and low-Income support without causing local or long distance rates o increase. itis
my understanding that the FCC plans to Incresses the Subscriber Line Charge (*SLC") for second
and additiona) residential lines as well as muitliins business lines. Congrass did not intend for
the Commission to incrsase local rates for any cugtomers whether to fund ambitious gchool
programs or {o replace implicit funding used to support universal service. To raise local ratas in
connaction with Implementation of tha 1988 Act is in direct confravention of Congresslonal intent.
Moreover, | note that ralsing rates for second lines sold by incumbent LECs merely encourages
customars to purchase those finas from competitors or to buy them from the Incumbent under
fatse pretanass. This result would ssem to nulllfy the FCC's Intent In ralsing thaae SLCs,

| further understand that, to accomplish its new spending goals, the FCC is considering
requiring private network operators that lsase excess capacity (such as public utllifies, raliroads,
satellite operators, and oll companies) to contribute to the Universal Service Fund. Such
companies are not common camers. Thersfore, Congress did not include them among the
parties that are required to contribute to universal asrvice pursuant to Section 254(d). Moreover,
I cannot understand how the “public Interest® would be served by having these parties make

1 Implomentation of the Local Competition Provisions of the Telecommunicetions Act of 1996, First
Report & Order, 11 FCC Red 15499, 16882 4 716,

¥ Earlier this year, the FCC wrote thet this tamporary mechanism was among the provisions stayed
by order of the Unitad States Court of Appeals for ths Eighth Circult. Accass Chanpe Reform, CC Docket
No. 88-282, Notice of Proposad Rulemaking, FCC 68-180 134 n.84 (Dec. 24, 1996).

* Local Competition Order. 11 FCC Red at 15883 747.

® 1d. Y718,
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universal service contributions — thelr networke are not a part of the public switched telephone
network and they are not eligible to receiva support from the Universal Service Fund.

| also understand that the FCC intends to require paging companies to contribute to the
Universal Garvice Fund on the same basis as other telecommunications servics providers. Such
a result would conflict, howavar, with the express mandate in Section 254(d) that
telacommunications carriers shall contribute to univaraal service support on an equitable and
nondlscriminatory bagis. As the FCC recognized last summar, paging companies do not use the
public switched telephone network in the same way as “LECs and other voice caniers,”
Accordingly, the FCC recommended that paging companles’ rates for transport and termination
be caiculated saparately from those of LECs. | urge the FCC to follow this loglc again when
considering the appropriste measurs of any universal service support obligations imposad on
paging companles. Moraovar, requiring tower levels of universal eervica support from paging
compartleg Is the only equitable and nondiscriminatory solution because such companiss are
Ineligible to recelve funds from the Universal Sarvice Fund.

When Congress enacted the Telscommunications Act of 1989, it Intended 1o deragulate
the telacommunications industry and create compatition, which woulld result in lower rates and
advanced servicas for all Americans, As we near the concluslon of the Implementation timetable
contemplated by the Act, | fear that the FCC appears to have lost sight of these goals and
inataad creatad for itself a new regulatory mission. As a result, it appears that the nation's
teleacommunications customers may exparience Incressed local or long distance rates. This is
simply unacceptable, and | call on the FCC to reverse course to pravant any such rate Increases.
in particular, | belleve the FCC Is compaslled to refrain from adopting new rules increasing local
rates (SLC Incronses) and pemiiting competitors using unbundlad elements to avoid paying
interstate access charges untll implicit univarsal service support is mads axplicit and guaranteed
in the Universal Service Fund provided for by Section 264 of the Act.

Sincersly,

BILLY ZIN

Chalman

Subcommittee on Telacommunications,
Trade, and Consumer Protection

* Locel Competition Order, 11 FCC Red at 16043 11092,
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. Dear Chairman Hundt:
' ‘ ! heve two conowrna sbout the implementstion of tbe

FCC's proposed universal service sulemaking and their impact
on the providers of paging services. Firsi, the proposed tules
weuld requirs pager providers 1o contribute mogey into the fund
and second, the new rules would limit their abllity to secoup the
cost of this financial burden.

~ Clearly, a faroess and equity issue exists. Paging

providers are incligible to receive universal service funding

; despite their annuel paymeat of approximately $300 millioa to

\. " the fund. And, the prohibition of an end-ussr swcharge would

© .produce s hidden tax on convumers which is contrary to the
intent of Telecommunications Act of 1996.

I recognize there are many challenging issues to resolve
as you jmplement universal-service within the context of the
1996 Act and 1 hope you will give these issues serlous
consideration. With best wishes, | am

an Y Yows,

) )it

The Honofable Reed Hundt
Chairhan .
Iederal Communications Commission
Washington, D.C. 20554
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The Honorable Reed Hundt
Chalrman

Federal Communicatlons Commission
1919 M Street, NW

Washington, D.C. 20554

Dear Chalrman Hundt:

- { am writing to express my hops that the FCC faithfully adheres to the principles of the
Telecommunications Act of 1086 as it prepares {o Issue Imporiant orders implementing the
universal service provisions in the Act and reforming the FCC's interstate access charge rules.
In particular, as you yourself said on April 4, 1697, *| don't think that Congress intended to have
ua raise residentlal basio diattons . . . .* ‘You were *reading Congress right on this* and | am
deeply concemod that the FCC Is pursuing & course that will risk underfunding universal service
support mechanisms and result In increased rates for basic telephone sarvice.

The primary purpose of universal service has always basn, and Congress intends that It
continue to be, ensuring that rasidential customers In high-cost, rural areas are able to have
basic talsphone service at reasonable rates. This is why the 1888 Act mandates that the FCC
create and fully implement a new universal service fund. Although ensuring that schools, health
care providers, and libraries have discounted access to advancad telscommunications services
Is a part of this mandate, it is clearly not the primiary purpose of the Universal 8ervice Fund.

It appears, however, that the FCC is polsad to creata 8 magsive federa! govemment
sponding program and will fall to accomplish its primary obligation. Congress did not intend for
the Universal Service Fund to be convarted into a funding mechanlam for the information
superhighway. Nor did Congreas Intend for the FCC to collact funds In excess of anticipated
dsmand and allow them to accumulate annually, thereby generating s large surplus to pay for
future potential spending by schools, healthcars providers, end libraries.

With regard to the “Iinslde wiring” of schools, there are numerous organizations including
cable companies, Internet service providers, and telephone companies who provide this service
on a philanthroplc bagis. If talecommunications providers are required to pay into & fund which
simply duplicates the work already bsing done voluntarily, these companles may stop their efforts
altogether. It Is ironic that in the midst of Pragident Clinton’s call for Increased voluntaarism, the
FCC ia preparing to Implament & program that aclually subveris the voluntary efforts of thase
companies and thousands of Americans who voluntesred thelr time.

It appears that the FCC has misussd its limited resources, and will fall to implement high-
cost support for consumaers of basic telephona gervice as mandated by the 1886 Act. As a result
of this fallure to create a fadera! universal service fund providing "specific, predictable and
sufficient’ support, current implicit support mechanisms are exposed to loss if competition
develops rapldly over tha next year as contemplated in the 1998 Acl. What's more, it appears
that the FCC plans 10 Include in its Acoess Reform Ordar nsw rules ensuring that competitors

‘ Statament of Chalrman Hundt as reported by Roger Filllon, AT&T Baby Befis Offer Plan fo Cut
Phone Rates, Rusters Newswire, April 4, 1907.
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using unbundled elements do not pay interstate access charges, which further imperilé implicit
universal service support.

In the Local Competition Ordar issuad last summer, the FCC emphasized that the
unbundling provisions in the Act are "integrally related to both universal ssrvice reform . . . and
reform of tha interstate access charge system.” Accordingly, the FCC attempted to implement s
temporary machanism?® to engure that takers of unbundled elsments continus to pay access
charges, writing that a contrary result “may have detrimental consequences™ and would be
“undesirable as a matter of both economics and policy.” By adopting an Accass Reform Order
that permits compstitors to use unbundied elemants without paying access charges, tha FCC wil!
be violating these very same principles it espoused less than one year ago.

Congrass did mandate that the FCC implemeént the Universal Servica Fund In s “single
proceeding” and “complete such procesding within 15 months after the date of enactiment.” This
requirement does not justily partial Implementation of tha Universal S8ervice Fund coupled with
full implementation of access charge restructuring. Yet oncs egain, to accomplish the FCC's
own social agenda, the FCC is planning to implement access reform before ensuring that
universal service suppori Is “spacific, predictable and sufficient,” Such a result plainly violates
Congreasional intent. | am not sugpssting that access raform is not ultimately nacessary.
Rather, | am suggssting that the FCC Implement access reform at such time as universal service
suppott Is guaranteed.

it is slso apparent from the delay in fully implementing the Universal Service Fund, that
the FCC has struggled to raise §3 billion in new apanding for schools, libraries, health care
providers, and low-Income support without causing lacal or long distance rates to increase. itls
my understanding that the FCC plans to Increasa the Subscriber Line Charge ("S6LC") for second
and additional residential lines as well as multllins buglness lines. Congrass did not intend for
the Commission to increase local rates for any customers whether to fund ambitious school
programs of to replace implicit funding used to support universal service. To ralse local rates in
connaction with implementation of the 1988 Act is in direct coniravention of Congresslonal intent.
Moreover, | note that raising rates for second lines sold by incumbent LECs merely encourages
customara to purchase those lines from competitors or to buy them from the Incumbent under
false pratensas. This result would seem 1o nulllfy the FCC's intent in raiging thase S{Cs.

| further understand that, to accomplish its new spending goals, the FCC Is considering
requiring private network operators that lease excess capacity (such as public utllities, raliroads,
salellite operators, and oll companias) to contributs to the Universal Service Fund. Such
companies are not common camiers. Thersfore, Congreas did not include them among the
parties that are required to contribute to univarsal service pursuant to Sectlon 254(d). Morgover,
1 cannot understand how the “public Interest® would be served by having these parties make

 Implomentation of the Local Competition Provialona of the Telecommunications Act of 1996, Flrst
Report & Order, 11 FCC Red 15499, 158682 § 718.

¥ Earlier this year, the FCC wrote thet this mporary mechanism was among the provisions stayed
by order of the United Etates Court of Appeals for the Elghth Clrcult Accass Charge Raform, CC Docket
No. 86-262, Notice of Proposed Rulemaking, FCC 98-188 1134 n.84 (Dec. 24, 1966).

* Local Competition Order. 11 FCC Red at 15803 § 717.

* 1d. §718.
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universa! service contributions — thelr networks are not a part of the public switchad telephone
network and they are not eligible 1o receiva support from the Unlversal Service Fund.

| also understand that the FCC intends to require paging companies ta contribute to the
Univarsal Service Fund on the same basis as other telecommunications servica providers. Such
a result would confiict, howevar, with the express mandale in Section 254(d) that
telecommunications carriers shall contributa to universal service support on an equitable and
nondlscriminatory basls. As the FCC recognized last summar, paging companies do not usgoe the
public switched talsphana nstwork in the sams way as “LECs and other voice cariers,*
Accordingly, the FCC recommended that paging companies’ rates for transport and termination
ba calculated separately from those of LECS. | urge the FCC to follow this loglc again when
considering the appropriaie measure of any universal sefvice support obligations imposed on
paging companies. Moraover, requiring lower levels of universal servica support from paging
comparties Is the only equitable and nondiacriminatory solution because gsuch companies are
Inaligible to recelve funds from the Universal Service Fund.

When Congress enacted the Telscommunications Act of 1888, K intended to deregulate
the telacommunications industry and create competition, which would result in lower rates and
advanced services for all Americans. As we near the concluslon of the implementation timetable
contemplated by the Act, 1 fear that the FCC appears to have lost gight of thess goals and
instaad creatad for itself a new regulatory mission. As a result, it appears that the natlon‘s
telscommunlcations customars may expariencs increased local or long distance rates. This is
simply unacceptable, and { call on the FCC to raverse course to pravant any such rate Increases.
in particular, | belleve the FCC is compslied fo refrain from adopting new rules increasing (ocal
rates (SLC Increases) and psmiiting competitors using unbundlad elemants to avold peying
interstate access charges untit Implicit universal service support is made explicit and guaranteed
in the Universal Service Fund provided for by Section 264 of the Act.

Sincarely,

BiLLY ZIN

Chalrman

Subcommittee on Telecommunications,
Trads, and Consumer Protection

¢ Local Competition Order, 11 FCC Red at 16043 11092,
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Sending this letter over as a follow-up to our meeting on Friday morning. Please
call me if you need any additional information. Thank you.
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Room 2124
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The Honorable Reed Hundt
Chalrman

Foderal Communications Commission
1919 M Street, NW

Washington, D.C. 20854

Dear Chalrman Hundt:

« | am writing to express my hope that the FCC falthfully adheres to the principles of the
Telecommunications Act of 1996 as it prepares {o issue important ordera implementing the
universsl service provisions in the Act and reforming the FCC's Interstate access charge rules.
In particular, s you yourself said on April 4, 1897, “l don't think that Congress intended to have
ua raise residentlal baslo dlattone . . . .*' “You were *reading Congress right on this" and | am
deeply concsmed that the FCC |s pursuing & courge that wifl risk underfunding universal service
support mechanisms and result In Increased rates for basic telaphone sarvice.

The primary purpose of universal service has always baen, and Congress intends that It
continue to bs, ensuring that rasidentlal customers in high-cost, rura! arsas are able to have
basic talaphone servics at reasonable rates. This is why the 1888 Act mandates that the FCC
create and fully implement @ new universal service fund. Although ensuring that schools, health
care providers, and libraries have discounted access to advancad telscommunications services
is a part of this mandate, it is cloary not the primary purpose of the Universal 8ervica Fund.

It appears, however, that the FCC is poisad to creata a massive fadera! govemment
sponding program and will fall to accomplish its primary obligation. Congress did not intend for
the Universal Service Fund to be converted Into a funding mechanism for the information
superhighway. Nor did Congreas Intend for the FCC to collect funds In excass of anticlpated
dsmand and allow them 10 accumulate annually, thereby generating s large surplus to pay for
future potential spending by schoola, healthcars providsrs, end libraries.

With regard to the “inslde wiring” of schools, there are numerous organizations including
cable companlas, Internet sarvice providers, and telephone companies who provide this service
on a philanthropic basis. If telecommunications providera are required to pay into a fund which
simply duplicates the work already being done voluniarily, these companies may stop their efforts
altogether. It Is ironlc that in the midst of Prasident Clinton’s call for increased voluntasriam, the
FCC is preparing to Implement a program that aclually subveris the voluntary efforts of thase
companies and thousands of Americans who volunteered thelr tima.

it appears that the FCC has misussd {ts limited resources, and will fall to implement high-
cost support for consumars of basic télephons gsrvice as mandated by the 1986 Act, As a resutt
of this faliure to create & federal universal service fund providing “specific, predictable and
aufficlent’ suppont, current implicit support mechanisms are sxposed to loss if competition
develops rapidly over the neéxt year as contemplated in the 1998 Act. What's more, It appears
that the FCC plans 1o include in its Acoess Reform Ordar new rules ensuring that compastitors

‘ Statament of Chalrman Hundt 8a reported by Roger Fllllon, AT&T Baby Befis Offer Plan to Cut
Phone Rates, Rustars Newswire, April 4, 18907.
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using unbundled elements do not pay Interstate access charges, which further imperils implicit
universal servica support.

In the Local Competition Ondar |ssuad last summer, the FCC emphazsized that the
unbundling provisions in the Act ars mtegrally related to both universal service reform. . . and
reform of the interstate access charge system.” Accordingly, the FCC attempted to lmplomom [ ]
temporary machanism’ to ensure that takers of unbundled elements conunuo to pay access
charges, writing that a contrary regult * mary have dotrlmental consequances™ and would be

“undesirable as a matter of both economics and policy.™ By adopting an Access Reform Order
that permits compatitors to use unbundied elemants without paying access charges, ths FCC will

be violating these very same principles it espoused less than one year ago.

Congress did mandate that the FCC implemeént the Unlversal Service Fund In a *single
proceeding” and “complete such procesding within 15 months after the date of enaciment,” This
requirement does not justify partial Implementation of the Universal Service Fund coupled with
full implementation of access charge restructuring. Yet once again, to accomplish the FCC's
own gocial agenda, the FCC is planning to implement access reform before ensuring that
universal service suppon Is “spacific, predictable and sufficient.” Such a result plainly violates
Congreasional intant. | am not suggesting that access reform is not ultimately necessary.
Rather, | am gsuggasting that the FCC Implement access raform at such time as universal service
support Is guaranteed.

it Is also apparent from ths delay in fully implamenting the Universal Service Fund, that
tha FCC has struggled to ralse 83 billion in new apending for schools, libraries, health care
providars, and low-Incoms support without causing local or long distancs rates 1o increase. It s
my understanding that the FCC plans to Increass the Subscriber Line Charge ("6LC") for second
and additional residentia) lines as well as multllins business lines. Congrass did not intend for
the Commission to increase local rates for any cugtomers whether to fund ambitious schoo!
programs or to replace implicit funding used to support universal service. To ralse local rates In
connaction with implementation of the 1988 Act is in direct contravention of Congressional Intent.
Moreover, | note that ralsing rates for second lines sold by incumbeni LECs merely encourages
customars to purchase those lines from competiiors or to buy them from the incumbent under
false pratenses. This result would sesm to nulllfy the FCC's Intent In raising thess S8LCs.

| further understand that, to accomplish its new spending goals, the FCC is considering
requiring private network operators that lease excess capacity (such as public utllities, rallroads,
saiellite operators, and oll companies) to contributs to the Universal Sesrvice Fund. Such
companies are not common camers. Thersfore, Congreas did not include them among the
parties that are required to contribute to univarsal sarvice pursuant to Section 254(d). Moreover,
I cannot understand how the “public Interest® would be sarved by having these perties make

1 Implementation of the Local Compelition Provisions of the Telecommunicetions Act of 1996, First
Report & Order, 11 FCC Red 15499, 16882 (] 718,

¥ Earlior this year, the FCC wrota that this tamporary mechanism was among the provisions stayed
by order of the United Etates Court of Appeals for the Eghth Clrcult. Access Charge Reform, CC Docket
No. 88-262, Notice of Proposed Rulemaking, FCC 98-133 134 n.84 (Dac. 24, 1996).

‘ Local Competition Order. 11 FCC Red at 15883 717.

' 1d. 9718,
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universal service contributions — thelr networks are not a part of the public switched telephone
network and they are not eliglble to receliva support from the Unlversal Service Fund.

| also understand that the FCC Intends to require paging companies to contribute to the
Univarsal Sarvice Fund on the same basis as other telecommunications service providers. Such
a result would conflict, howaver, with the express mandate in Section 254(d) that
telecommunications carriers shall contribute to universal service support on an equitable and
nondigcriminatory basis. As the FCC racognized Iast summaer, paging companies do not uge the
public switched telephons network In the same way as “LECs and other voica caniers,"®
Accordingly, the FCC recommended that paging companies’ rates for ort and termination
be calculated saparately from those of LECs. | urge the FCC to follow this loglc agaln when
considering the appropriaie measura of any universal service support obligations Impoaed on
paging companles. Moraovar, requiring towsr levels of universal service support from paging
companles Is the only equitable and nondiacriminalory solution because such companiss are
Insligibla to recelve funds from the Universal Service Fund.

When Congress enacted the Telecommunications Act of 1888, it Intended to deregulate
the telacommunications industry and create competition, which would result in lowsr rates and
advancad servicas for all Americans, As we near the concluslon of the Implsmentation timetable
contesmplated by tha Act, ! fear that the FCC appears (o have lost gight of these goals and
instaad creatad for ilself a new repulatory mission. As a resuli, it appears that the nation's
tslacommunications customare may expariencs increased local or long distance rates. This is
simply unacceptable, and | call on tha FCC to raverse course to pravent any such rate Increases.
in particular, | believe the FCC Is compaelied to refrain from adopting new rules increaging local
rates (8L C Iincreases) and psmnlitting compstitors using unbundled elemants to avold peying
interstate access charges untit Implicit univarsal service support ls made explicit and guaranteed
in the Universal Service Fund provided for by Ssction 264 of the Act.

Sincerely,

BILLY ZIN

Chalman

8S8ubcommittee on Telecommunications,
Trade, and Consumer Protection

¢ Locel Competition Order, 11 FCC Red at 16043 11092
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I send the attached correspondence for your information and as a follow up to the
letter I delivered to you yesterday. Please contact me with questions. Thank you.

* 500 Montgomery Street ® Suite 700 ® Alexandria, VA 22314-1561
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Dear Chairman Hund!:

] heve two conowns sbout the implementstion of the
PCC's proposed universal sarvice rulemaking and their impsot
on the providers of paging servises. Firsi, the proposed tules
weuld roquirs pager providers 10 coatribuie mogey into the fund
and second, the new rules would limit thelr abllity to secoup the
cost of this financlal burden.

% Clearly, a fairoess and equity issue exists. Paging
providers are incligible to receive univarsal ssrvice finding
despitc thelr annual payment of approximately $300 mitliea to

" the fund. And, the prohibition of an end-user surcharge would
.produce s hidden tax on consumers which {5 contrary to the

intent of Telecommunications Act of 1996.

[ recognize there are many challenging issues to resolve
a5 you jmplement univeisal-service within the context of the
1996 Act and ! hope you will give these issues serious
consideration. With best wishes, | am

Singgrely yours,
:f-x"n%
‘The Honotable Read Hundt
Chairmhan

Ifederal Communications Coxfunlsslon
Washington, D.C. 20554
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+ | am writing to express my hops that the FCC falthfully adheres to the principles of the
Telecommunications Act of 1996 as i prepares {o issue Important orders implementing the
universal service provisions in the Act and reforming the FCC's interstate access charge rules.
in particular, as you yourself said on April 4, 1697, *| don't think that Congress intended {0 have
us raise residentlal baslc dlattone . . . .*' ‘You were *reading Congress right on this™ and | am
deeply concemad that the FCC s pursulng & courae that will risk underfunding universal service

support mechanisms and result In increased ratas for basic telephone service,

The primary purposs of universal service has always baen, and Congress intends that It
continue to bs, ensuring that resldentlal customers In high-cost, rura! areas are able to have
basic talaphone servics at reasonable rates. This is why the 1986 Act mandates that the FCC
create and fully implement a new universal servica fund. Although ensuring that schools, health
care providers, and libraries have discountsd access to advanced telscommunications services
Is a part of this mandata, it is clearly not the primary purpose of the Univeraal Bervice Fund,

It appears, however, that the FCC is poisad to creata a magsive federa! govemment
sponding program and will fall to accomplish its primary obligation. Congress did not intend for
the Universal Service Fund to be convarted into a funding mechanism for the information
superhighway. Nor did Congrass Intend for the FCC to collact funds In axcass of anticipated
dsmand and aliow tham 10 accumulate annually, thereby generating s large surplus to pay for

future potential spending by schools, healthcars providers, end libraries.

With regard to the “inside wiring® of schools, there ars numerous organizations inciuding
cable companles, Intermnet service providers, and telephone companies who provide this service
on a philanthroplc basis. If talecommunications providers are required to pay into a fund which
simply duplicates the work already being done voluntarily, these companies may stop their efforts
altogether. It Is iconic that in the midst of Prasident Clinton’s call for increased voluntaerism, the
FCC is preparing to Implement & program that aciually subverts {he voluntary efforts of thase

companias and thousands of Americans who volunteered thelr time.

It appears that the FCC has misused Its limited resources, and wiil fall to implement high-
cost support for congumars of basic telephons gsrvice as mandated by the 1998 Act, As a rasult
of this fallure to create a federal universal service fund providing “specific, predictable and
aufficlent’ support, current Implicit support mechanisma are exposed to loss if compatition
develops rapldly over ths néxt year as contamplated in the 1096 Acl. What's mors, it appears
that the FCC plans 10 include in its Access Reform Ordar new rules ensuring that competitors

‘ Btatament of Chairman Hundt aa reported by Roger Flillon, AT&T Baby Befis Offer Plan to Cut

Phone Rafes, Rustars Newswire, April 4, 1097.
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using unbundied elements do not pay interstate access charges, which further impazilé implicit
universal service support.

In the Local Competition Ordar (ssuad last summer, the FCC emphagized that the
unbundling provisions in tha Act are "integrally related to both unlversal service reform . . . and
reform of tha Interstate accass charge system.” Accordlingly, the FCC attempted to implament a
temporary machanism?® to engure that takers of unbundled elements continue to pay access
charges, writing that a contrary result “‘may have detrimental consequances™ and would be
“undesirable as a matter of both aconomics and policy.” By adopting an Access Reform Order
that permits compatitors to use unbundiad elemants without paying access charges, the FCC will
be violating these very same principles it espoused less than one year ago.

Congress did mandate that the FCC implemeént the Universal Servica Fund In 8 “single
proceeding” and “complete such procseding within 15 months after the date of enaciment.” This
requirement does not justily partial Implsmentation of the Universal Service Fund coupled with
full implsmentation of access charge restructuring. Yet once egain, o accomplish the FCC's
own gocial agenda, the FCC is planning to implemant access reform before ensuring that
universal service support is “spacific, predictable and sufficient.” Such a result plainly violates
Congrasasional intant. | am not suggesting that access raform is not ultimately necessary.
Rather, | am suggasting that the FCC Implement access reform at such time as universal service
support Is guaranteed.

it is slao apparent from the delay In fully implamenting the Universal Service Fund, that
the FCC has struggled to raise 83 billion in naw apending for schools, libraries, health care
providers, and low-Income support without causing local or long distancs rates to increase. Itls
my understanding that the FCC plans to Increase the Subscriber Line Charge ("6L.C") for second
and additiona) residential lines as well ag multlline business lines. Congrass did not intend for
the Commission to increase local rates for any cugtomers whether to fund ambitioug school
programs or to replace implicit funding used to support universal service. To ralse local ratss in
connaction with implementation of tha 1988 Act is in direct contravention of Congresslonal intent.
Moreover, | note that ralising rates for second lines sold by incumbent LECs merely encourages
customara fo purchase those linas from competitors or to buy them from ths incumbent under
false pretensas. This result would seem to nulllfy the FCC's Intent In ralsing thase 8LCs.

| further understand that, to accomplish [ts new spending goals, the FCC Is considering
requiring private network operators that laase excess capacity (such as public utllifies, rallroads,
satellite operators, and oll companles) to contribute to the Universal Service Fund. Such
companies are not common camers. Thersfora, Congreas did not include them among the
parties that are required to contribute to universal ssrvice pursuant to Section 254(d). Moreover,
! cannot understand how the “public Interest® would be served by having these perties make

1 Implomentation of the Locsl Competition Provisions of the Teleoommunicetions Act of 1996, First
Report & Order, 11 FCC Red 15499, 16882 1 716.

} Earlior this year, the FCC wrote that this tamporary mechanism was among the provisions stayed
by order of the United Etates Court of Appeals for the Eighth Circuit. Accass Charge Reform, CC Docket
No. 86-262, Notice aof Proposed Rulemaking, FCC 98-188 1134 n.94 (Dec. 24, 1996).

¢ Local Competiion Order. 11 FCC Red at 15883 § 717.

' ld.q718.



