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extent that it requires carriers to apply any universal service

support it receives from the federal solely fund to the reduction

of its interstate access charge revenue requirements. 1

I. INTRODUCTION

In its Access Charge Reform Order, the Commission adopted

significant changes to the way in which access charge rate

elements are developed and applied for price cap carriers, and to

a limited extent, applied certain reforms to rate of return

carriers as well. These reforms were adopted in the context of

the concomitant overhaul of the federal universal service

program, such that the Access Charge Reform Order also addressed
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access charge issues that were characterized as related to the

new universal service mechanism. 2 In this regard, the Commission

has found that "any universal service support" distributed to a

carrier from the new fund must be used to reduce or satisfy that

carrier's interstate access requirement.

In the Order, the Commission states:

Consistent with our decision in the Universal Service
Order to fund only interstate costs through the federal
universal service fund, we direct incumbent LECs to use
any universal service support received from the new
universal service mechanisms to reduce or satisfy the
interstate revenue requirement otherwise collected
through interstate access charges. 3

This finding is fundamentally inconsistent with the plain

language of Section 254 of the Communications Act, which requires

that telecommunications services - not limited to interstate toll

services - be made affordable through universal service support

established by the Joint Board and the FCC under the Act. 4

Certainly, any restriction upon universal service funds received

under the new program, should at least be limited to those

support mechanisms that previously were and continue to be

determined solely with respect to interstate costs, i.e., LTS and

DEM weighting.

In addition, the restriction imposed by the Commission on

universal service support is at odds with the Commission's own

definition of the basic services that are to be supported by the
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universal service fund. Therefore, PRTC requests that the

Commission remove this restriction upon the application of

universal service support such that a carrier may appropriately

apply such receipts to ensure the affordability of any

telecommunications service included within the definition of

universal service under Section 254 of the Act. If, however, the

Commission has not imposed such a restriction for rate of return

carriers, PRTC requests clarification of this point.

II. SECTION 254 REQUIRES THAT TBLBCOMKONlCATIONS SBRVICBS BB
MADB AVAlLABLB AT AFFORDABLB RATBS

The Commission's directive that LECs apply universal service

support to their interstate revenue requirement is contrary to

the goals of universal service. The guiding principal of the

Commission's universal service mandate is that "quality services

should be available at just, reasonable, and affordable rates."s

Congress further described that all customers in all regions

should have access to "telecommunications and information

services, including interexchange service and advanced

information services" at rates comparable to those in urban

areas. 6 According to these statutory provisions, it is not

appropriate for the Commission to limit arbitrarily the benefits

of universal service support solely to the rates for access

charges paid by interexchange carriers.

The plain language of the statute makes clear that Congress

S
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intended the universal service fund to provide support for a

range of telecommunications services included within the

definition of universal service. The Commission's decision

breaches this principle by limiting the applicability of federal

universal service support to the interstate access revenue

requirements. Although it is clear that support for

interexchange service did not have to be excluded from receipt of

any universal service support, interexchange service certainly

cannot be supported to the explicit exclusion of what the Joint

Board and the Commission have indicated to be a primary objective

- the affordability of basic (~, local) services for all

consumers.

However, limiting the benefits of federal USF to the

interstate access revenue requirement does not satisfy the

statute or the Commission's stated goals. Instead, it will have

the effect of lowering access charges to interexchange carriers

that mayor may not pass such savings through to local consumers.

Even if such a flow-through could be guaranteed, however, it will

never reach those consumers who rarely, if ever, initiate

interstate long distance calls. Yet, these are the customers to

whom universal service support truly makes a difference between

subscribing to basic phone service or not. In this regard, the

Commission has not explained how USF support delivered through a

reduction in access charges will "ensure" that universal service

is "affordable."
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III. THE APPLICATION OF FEDERAL USF SUPPORT TO INTERSTATE ACCESS
RBVBNUB REQUIREMBNTS IS CONTRARY TO THE COMMISSION'S
DEFINITION OF SUPPORTED BASIC SERVICES

Section 254(c) of the Communications Act requires the

Commission to define the telecommunications service that comprise

the availability of universal service. 7 Thus, the Commission has

adopted a detailed definition of universal service to establish

the services to be supported. 8 The "core" or "designated ll

services to receive universal service support are: single-party

service; voice grade access to the public switched network;

touchtone, access to emergency services; access to operator

service; access to interexchange service; access to directory

assistance; and toll limitation services for qualifying low-

income customers. 9 By definition, this list of services involves

basic, primarily local service functions, and includes merely as

one aspect of these services access to interexchange service.

However, by its restriction of universal service in the Access

Charge Reform Order, the Commission arbitrarily has limited

support to this single IIcore" service such that support for any

other IIcore" service included within the Commission's definition

is effectively precluded.

The Commission has indicated more specifically that

universal service funds are intended, at least in part, to

7 47 U.S.C. § 254(c) (1).

8 Federal-State Joint Board on Universal Service, Report and
Order, CC Docket No. 96-45, FCC 97-157 (reI. May 8, 1997) at " 56
107 (IIUniversal Service Order") .
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support local services. The Universal Service Order contemplates

that recipients of universal service support could be required to

provide some minimum amount of local usage that would presumably

be reflected in some per-minute rate reduction. 1o Although this

specific subject is designated to be addressed in a Further

Notice of proposed Rulemaking, it clearly suggests that the

Commission recognizes that federal universal service funds must

be available to support usage of local telecommunications

services, and certainly are not restricted from doing so based on

jurisdictional grounds. The restriction imposed on such

universal service funds, however, would clearly prohibit the

furtherance of any such policy.

Finally, in assessing the issue of whether or not current

rates are affordable, the Joint Board and the Commission have

consistently focused upon local rates. Indeed, the Commission

has determined that states are in a better position than the

Commission to determine whether rates are affordable, which could

only be the case if it is the affordability of local rates that

is at issue. ll The reason for this focus by the Commission, the

Joint Board, and commenters is clear - universal service is

intended to ensure that basic service is available to subscribers

at affordable rates, not that interstate access charges are

available to IXCs at reduced rates. In this regard, the

Commission'S universal service restriction in the Access Charge

10
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Reform Order is contrary to the core statutory requirement of

Section 254, that n[t]he Commission and the States should ensure

that universal service is available at rates that are just,

reasonable, and affordable, n12 and should be reconsidered.

IV. IN THE ALTERNATIVE, THE COMKISSION SHOULD CLARIPY WHETHER
THIS RESTRICTION APPLIES TO NON-RURAL, RATE OP RETURN
CARRIERS

In many respects, the Access Charge Reform Order applies

only to price cap carriers, and the Commission has reserved

reform for rate of return carriers to a future NPRM. 13 It is

possible, therefore, that the Commission'S restriction on the

application of universal service support does not reach rate of

return carriers. If this is the case, PRTC requests that the

Commission clarify this point.

The Commission finds in the Order that because the universal

service distribution mechanisms will not change for non-rural

LECs until January 1, 1999, nit is not necessary at this time to

determine the manner in which non-rural carriers should adjust

their interstate access charges to reflect a difference in

universal service support. n14 The Commission does not indicate

whether it is referring only to price cap incumbent LECs or all

incumbent LECs. Indeed, it is plausible that the Commission has

not included in its consideration of this issue those carriers

12
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Richard J. Arsenault
Tina M. Pidgeon
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901 15th Street, N.W., Suite 900
Washington, D.C. 20005
(202) 842-8800

July 11, 1997

For these reasons, the Commission should reconsider its

15 PRTC, for example, is a rate of return, non-rural incumbent

Respectfully submitted,

that are neither price cap carriers nor rural carriers. 15

Therefore, if the restriction upon universal service funds has

not yet been considered for rate of return, non-rural incumbent

LECs, PRTC requests that the Commission clarify this point.

V. CONCLUSION

local rates as needed. In the alternative, the Commission should

clarify that it has not yet considered the application of such a

blanket restriction upon the applicability of universal service

universal service distributions may be used to ensure affordable

support to interstate access revenue requirements so that

restriction to non-rural, rate of return carriers.

Dated:
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Senior Attorney
Florida Public Service Comm.
2540 Shumard Oak Boulevard
Tallahasse, FL 32399-0850
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Sonetech, Inc.
W. Fred Seigneur, President
2109 Kale Avenue
Sterling, VA 20164

David J. Newburger
Newburger & Vossmeyer
Counsel for American

Association for Adult and
Continuing Education

One Metropolitan Sq. Ste. 2400
St. Louis, MO 63102

Catherine R. Sloan
David Porter
Richard L. Fruchterman, II
Worldcom, Inc.
1120 Connecticut Avenue, N.W.
Washington, D.C. 20036-3902

Richard J. Heitmann
Worldcom, Inc.
15 E. Amite
Jackson, MS 39201-2702

Alex J. Harris
Worldcom, Inc.
33 Whitehall St., 15th Floor
New York, NY 10004

Attys. for Worldcom, Inc.
Peter A. Rohrbach
David L. Sieradzki
F. William Lebeau
Hogan & Hartson, LLP
555 13th Street, N.W.
Washington, D.C. 20004-1109

Comm. Workers of America
Morton Bahr, President
501 3rd Street, N.W.
Washington, D.C. 20001

Kansas Corporation Commission
1500 SW Arrowhead Road
Topeka, KS 66604-4027

Industry Analysis Division*
Common Carrier Bureau
2033 M Street, N.W., Room 500
Washington, D.C. 20554



James Schlichting*
Chief Tariff Division
FCC
1919 M St., N.W., Room 518
Washington, D.C. 20554

John C. Smith
General Counsel
Aeronautical Radio, Inc.
2551 Riva Road
Annapolis, MD 21401

W. Theodore Pierson, Jr.
Richard J. Metzger
Douglas J. Minster
Attorneys for Association for

Local Telecom Services
1200 19th St., NW, Suite 607
Washington, D.C. 20036

M. Robert Sutherland
Counsel for Bellsouth

Telecommunications, Inc.
1155 Peach St., NE, Suite 1700
Atlanta, GA 30309-3610

California Cable Television
Association
Donna N. Lampert
Christopher J. Harvie
James J. Valentino

Glovsky and Popeo, P.C.
702 Penn. Ave., NW, Suite 900
Washington, D.C. 20004

Walter G. Bolter, Ph.D.
Bethesda Research Institute,

Ltd.
P.O. Box 4044
St. Augustine, FL 32085

Allan J. Arlow
Presidante and CEO
Computer Y Communications

Industry Association
666 11 Street, N.W.
Washington, D.C. 20001
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Charles A. Zielinski
Rogers & Wells
Attorneys for Computer

& Corom. Industry Association
607 14th Street, N.W.
Washington, D.C. 200005

Henry Mrivera
Attorney for the Council of

Chief
1250 Connecticut Avenue, N.W.
Washington, D.C. 20036

James E. Keith, President
AMBOX Incorporated
6040 Telephone Road
Houston, TX 77087

Barry Gorsun, President
Summa Four, Inc.
25 Sun Dial Avenue
Manchester, NH 03103

Charles W.Trippe
Chairman and CEO
AMPRO Corporation
525 John Rodes Blvd.
Melbourne, FL 32934

Joseph J. Lahoud, President
LC Technologies, Inc.
9455 Silver King Court
Fairfax, VA 22031

Paul Pandian, President
Axes Technologies, Inc.
3333 Earhart
Carrollton, TX 3220

Fred Van Veen, Vice President
Teradyne, Inc.
321 Harrison Avenue
Boston, MA 02118

James B. Wood, President
Inovonics, Inc.
1304 Sair Avenue
Santa Cruz, CA 95060



Frank Tripi, Vice President
Perception Technology Corp.
40 Shawnut Road
Canton, MA 02021

L. Paul Knoerzer
Vice President
OK Champion Corporation
P.O. Box 585
Hammond, IN 46320

John E. Lingo, Jr.
President
Lingo, Inc.
P.O. Box 1237
Camden, NJ 08105

William H. Combs, III,
President
Tamaqua Cable Products Corp.
P.O. Box 347
300 Willow Street
Schuylkill Haven, PA 17972

J.R. Panholzer, Vice President
Rhetorex, Inc.
200 E. Hacienda Avenue
Campbell, CA 95008

George Sollman
President and CEO
Centigram Comm. Corporation
91 E. Tasman Drive
San Jose, CA 95134

Stephen B. Kaufman
President and CEO
Healthtech Services Corp.
255 Revere Drive, Suite 101
Northbrook, IL 60062

David L. Deming, President
Senecom Vocie Processing

Systems
6 Blossomwood Court
St. Louis, MO 63033-5202

Lucile M. Moore, Chairman
Intelect, Inc.
1100 Exeuctive Drive
Richardson, TX 75081
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Tenley A. Carp
Personal Property Division
GSA
18th & F Sts., NW, Room 40002
Washington, D.C. 20405

Vincent L. Crivella
Personal Property Division
GSA
18th & F Sts., NW' Room 40002
Washington, D.C. 20405

Michael J. Ettner
Personal Property Division
GSA
18th & F Sts., NW, Room 40002
Washington, D.C. 20405

Richard McKenna, Esq.
GTE Service Corporation
HQE03136
P.O. Box 152092
Irving, TX 75015-2092

Jonathan E. Canis
Swidler & Berlin Chartered
Counsel for Intermedia Comm.

of Florida, Inc.
3000 K Street N.W., Suite 300
Washington, D.C. 200007

Robert A. Mazer
Nixon Hargrave Devans & Doyle
Counsel for the Lincoln

Telephone & Telegraph Co.
One Thomas Cir., NW' Ste. 800
Washington, D.C. 20005

Andrew D. Lipman
Russell M. Blau
Attorneys for MFS Comm. Co.

Inc.
3000 K Street, N.W.
Washington, D.C. 20007

Margot Smiley Humphrey
Koteen & Naftalin
Attorneys for National Rural

Telecom Association
1150 Conn. Ave., NW' Ste. 1000
Washington, D.C. 20036



David C. Bergmann
Yvonne T. Ranft
Associate Consumers' Counsel
Ofc. of the Consumers' Counsel
State of Ohio
77 S. High Street, 15th Floor
Columbus, OH 43266-0550

James P. Tuthill
John W. Bogy
Attorneys for Pacific Bell and

Nevada Bell
140 New Montgomery Street
Room 1530-A
San Francisco, CA 94105

James L. Wurtz
Margaret E. Garber
Attorneys for Pacific Bell and

Nevada Bell
1275 Pennsylvania Avenue, N.W.
Washington, D.C. 20004

Lucille M. Mates
Sarah Rubenstein
Attorney for Pacific Bell and

Nevada Bell
140 New Montgomery Street
Room 1522A
San Francisco, CA 94105

Paul B. Jones
Janis A. Stahlhut
Regulatory Affairs
Time Warner Communications
300 First Stamford Place
Stamford, CT 06902-6732

Lawrence P. Keller
Cathey Hutton & Assoc., Inc.
Counsel for USTA
3300 Holcomb Bridge Road
Suite 286
Norcross, GA 30092

Peter A. Rohrback
Linda L. Oliver
Attorney for Wiltel, Inc.
Hogan & Hartson
555 13th Street, N.W.
Washington, D.C. 20004-1109
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Dr. Jerome R. Ellig
Center for Market Processes
4084 University Dr., Suite 208
Fairfax, VA 22030

Danny E. Adams
Jeffrey S. Linder
Wiley Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

Janet Reno
U.S. Attorney General
Department of Justice
10th & Constitution Ave., NW
Room 4400
Washington, D.C. 20530

Janice Myles*
Policy & Program Planning Div.
Common Carrier Bureau
1919 M St., N.W. Room 518
Washington, D.C. 20554

Comcast Cable Comm. Inc.
Cox Enterprises, Inc.
Leonard J. Kennedy
Laura H. Phillips
Steven Morris
1255 23rd St., NW, Suite 500
Washington, D.C. 20037

Jody B. Burton
Personal Property Division
GSA
18th & F Sts., N.W.
Washington, D.C. 20405

Philip L. Verveer
Thomas Jones
Attorneys for National Cable

Television
Willkie Farr & Gallagher
1155 21st Street, N.W.
Washington, D.C. 20036



Daniel Kelley
Economic and Technology

Consultants
National Cable Television

Association, Inc.
757 29th Street, Suite 200
Boulder, CO 80303

Maureen O. Helmer
General Counsel
NY Dept. of Public Service
Three Empire State Plaza
Albany, NY 12223-1350

Information Technology and
Telecomm. Association

R. Michael Seneowski
Wiley Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 200006

*By Hand Delivery

Tina M. Pidgeon
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