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oninwrSlal.e l:Ustomers' IOlal Mel invoice, indmting intrastaH~ usage, is 10 full compliam:.c With

the Commission's Universlll Scrvict~ Order.

II appears, however, thall;erwin state commissions, im.:luding the Virginin Stale

Corporation Commission (VSCCl and the F10lidl1 Public Service Commission (FPSC') llIay

di.,,)itgf(~t,.'. I 'OJ example, all.hough Mel's tariffed FlJSF has he·en accepted hy the Commission amL

thereiore, b; effective, the VSCC initialed a proceeding in eonnection with a M(ltion ror Rule Il1

Show C~lw;e t MOl ion)2, in whic.h 1.he VSC(' St.Mf chalJenges the m(mn(~r in which Mel is

recovering fcJc.rl.lJ LJniwr~a.1 service costs and r~quests Mel 1O t:e·ase and desist from ~lpplying the

Fusr 10 inrrasraLc> lIsage. By Order, the VSCC rcrmiued MellO ie!ipond 10 {h(~ SI.a.fr's Mmion,

and tilt: m~Hler is now pending \'x'Jon: lht' VSCc. J

III uddiiiol1. the \<PSt' I )hilSlllll of Communi(':ilti(lllS has advised Mel thal it heheves 1l1al

Mel L"i improperly a.'S*~ssing I.a.riffed inwrsliHt c:h~.rgcs on imra."italt' revenues in ('onl1lxtiotl wIth

pi'~ICl.icc. the Division o!C'mnrnllfilc'.Hions for lht' FPSC sl.aws thal if may reql.lt:Sllllc ,..PSC III

issue ;1 '.;how cause onJcr againsl l\.'lCl

siinply iJisagrc:.t' with MlTs inwrprt'l :Jl1UIi ~)I UIi.' Oill1mi:~~,illll'S Universal Servk'l' Order and liS

~tpphe;Hj(in of the rliSI; "gainsl minIstate feve'mlt'S ill mWrSliHc Ctlst(HYll'rS /\ Commls!-tll)n

herell.J)

"'\
'.
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(jecision on lhls declaratory ruling 'I.\'ould ;-lVoid potentially unnecessary ami duplicative h\igatinn

het(ire I,he \/SCC and FPSC.4

Moreovcr, it is Mel's understanding thaI various jntereX(.~hange carriers have approaclll'd

Ill(' ta.rU'ling of ji;deraillnivt~rsalscfvicr dtluge.s in dlfti-:renl way,s and thill oiher can-iers nwy he

['oHm.ving un approach similar to Mel's. i\ I)eclanuory Ruling is :\pprorriate to ensure that, in ;\

cumpeliliw ma:rkci,plac~, aH ct.l.Triers are pWf.'.i:cdillg with U (.;ommol'l understanding of Ihe

('ommission' s rt.'tllljrell1em~.

11, Ill!:;: l~Sln; l:)RESENIl~P IS t\ f)!iJ;.STlON Ol~ FhDERAJ.,I ,AW ANn.5BOULJ) NOT
, '

JJI:, Rl:SOI sr:PI3Y TI·m ST6Illii

The solt' jSSUi~ hehm.~ the CommIssion i,;; whether Met's method Df recovering kdenll

lInlv(,·r',al.~rvicc..'co~)l.~ ,.:omplics "Vilh Iht~ UnIversal Servlct.~ On.tcr. Mel does nm seek Ii

iltTbrall.lfy rul!ilg ClllKtTnillg the amOUill llf 11K' FlISI·. Ralht~r, Mel only S(~ek.s a ruling ;.I~ HI

Whc'tfwr H can apply the ","US).' to imra..'iUtlc rcvt'llll(~.'> or intersldle nlslomdS.~ II 110) lh(;'

it\ mdns. To fL'.main silenl gives rist' In the possibillly ni differing inl.erprcwrions jly 11K' nily

')l~I(t'S Mid t1k~ I )l:--lriet llf Columhia a,,, wt.'11 as infrmgemcl1!s IHl f~dcral jurisJiclion.

'-----_ .. , .. ,.' ....._------

.j To t~Xpt~thle this m.aner, MC:t ha:-; !.;ej"ved lhis PClition on lhe VSCC ~Ind the FPSC.

., Mel Jocs not requc.-.;l a ruling on l.lk' bwfulnGss of il.~ ulriiT. Rather, Mel seeks <l

lkc!aralOry rlllmg on the l11L'anmg oi the t imversal Service Onkr.
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Ill. A DEC! ..t\RAT(JRY RL1J.IN(J WIU .\:W1.P ENSUI$E ll.NIFORMiTY U~..:r/~glFj]~
PRACTICES, J;1Y IXCS

As sllHed, it is MCI'5 undcrsHUlding that. dlfferem nUTiers have laliffcd the nx:overy 01

1(!deralllnivL'r~(/1 ~~rvjce costs in different ways and that olher cnrrit~rs m~IY he following an

approach simila.r 10 MCI'~. A declaratory ruhng will pUI all intl.~rexcha.nge carriers on the SimI('

playmg iltdd. II also will inform Mel ani.! other carri{;'r~ l.h~H a parl.leillar larilTing practice is, or IS

iUll, bwi'uJ and, Lhul), iTIinimi/.l;~ uill1lxessary ,~:,pendilllre:'i til change billing sy~li~ms -!hi! (~OSl or

whil:h i.'i .'iuhslantial-· ~,I a laler i.hilt~. fn Ihis regard, it is importaiil for the Commission to resolvC'

lfIb iSSl\~~ a~ SllOIl "i.S pnsSlhle to (manit" M('I,\) ex.plon.:~ and implement ahcrnaliw lilrifling an(i

hilling appnHK'hcs. if nl~~~~d be, hefnf(" July I., t94x, when Mel intends lo start applying til(:' FUSI-'

to n,'sidetltw.1 ClJstOfnNS.

1\" Mel'S l"t.lSI' l~ !.NJ..iLLl, COMPI J!\.N(..'L..'~JJJ:I 'nib C'OMMIS.sION'~()RI.lFR$

III uni\.\'fS'd \;t~rVIC~ C(jSI:~ hy js~ujng a l)eclara(or~' Ruling iiOlling rhal an inl.t!rSliHc ChLlJge on

HHt'f',f:i I(' eLlSl! HnefS, lllal IS ilSSt'SSt'd on i uw I n:Vl'iHl('S, is in tu II compliance With lht~ Uniwf~ml

St.TVli..'C ( )n.lel".

cOnlrihlll inns to kdl.'ral universal ~rVICi.' SIIPP0r! !tJmugh rales on inlerSI,Ht~ ~nV1ce ..... llnly.

I"mlher. Ilk.' Commission stmcd Ihilt carner'. dfl' "rll,~rrnillt'd.. Ii'! pass lhrnug,h tht~ir contribulion.s

!~) theIr JnlerSlale aCCt~SS <.lnJ inlerl'xchangt' ClP,IOilll!f'l."t-. /\hhough lhe Commission declined 11,
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,-Te:H,-~ a smgle inlerSl.aw fcc thaI. would be paid by basic rl;..sidcnLil:lllJiallom~ slIhscribers, earners

wen: nOI precluded fmm creating SlKh a fee to he :.i6ses.Il<:d in lheir i.~uSl.frmcrs. Ratht:f, the

CDmmission left il to each cami;f [0 dClennine how il would rCt~ovcr k·(kml t.miv·.:r~·ml serV1U.."

costs. The Commi.'ision dkl noi sr(!t:ifically ,lddn~ss the issue of whd.hcr carrier..; could Fund their

unjve.r~al servl(:lI comribUlionH lhrough {heir federal tariffs hawd 011 customers' (.\liiihiJl~d

Inl rm,IlHc, interst.ate, and inwrni:ll iona! revenues. However, lhal re-sul! is lh~ logical implic.ll.ion ,II

the dt'~isjon i.ind is (.~onsislem wilh the Cnmmlssion's rationale for dClemlining the cOi1lrihu!ion

1):).-;(' for jhleralllnjvl~rsaJservict\

Thus, in t.he LJllivt':nwl St~rvice Order, [ht.~ Commission rOU[1,j thaI it t:ould US.'lCSS Icd~ral

unlver:-;al .'ll:.'fviCi::· on il1lersUJll' c<Jrri~is. It :lIso found f.hal {he TelecommunicatiDns "\"1 permllwd

Ihe {'oll1l11i,"ision 10 require interstate ciJrn~p; ((I flHY imn ttlt~ fund hased on lOtal rewnues.

!\ccurdingly., Ihe C'nmmlssion deljnt~d the com ribution ,Hill)Unt hHscd on tOlal reWllllt'~, induding

inlrLlslalt' n~\'enlles. h(xau",~ Ihl' 'it~cti()n 254 m"lI'ldme covers holt! inWl'state ami imnlS!;.IlL'

StT\'ICl~S. The Cornrnis~ioll also found rhilf II c\juld indudt:. tht' international (chxommunil.:atiolls

il~Vl'mll~.s of ifilerMal.l.~carriers within Iht: r('~IL'flUL' haSt~. Thl.l:;;, the inclusillll Dr mtrastate las well :Is

inlt;'rn:H1Ui1all S,-~rVK:I.~S min I.ht.~ HIS1: cilk:l!lllS IS fully justitied.

In rt'SpOll'iC 10 argllmenls !ili.n it'll' COmrlH'iSI\)!l Joei'> no! h:IW Jurisdlclion to ass~~.'iS

1Il1r'a.<;tall' revenues of iill~rs[~H(~ (.l['flet"s. nil' ( \1i'flirllSsion .\;t:lll'7d lhat It I'merc.'ly is ca.lclJbljn~ a. ,-

kiJt'ral L;baig~ h~}St.~d {m hOlh 1I1lerSli.Hl' LllId lnlraSlali: WVC'l1l1L.',s, whi,;h lS disl.mCl fi'Ol11 regllli.Hing

: l~. at para. ~21.
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adlhl.ion lO inWf!>W.lc revenue.... "such an approach does nol. eOlisliilllC raw regulalinilnl' Iho';':'

servlcc~s 01' regulation of tho~ services so as \0 violate section 2(hl."~ Thc Commission also

found thaI "I Llherc is no indk:ation that COllgf(~~S's C1ul.hOIiz3tlon in $i~ctj(ln 2541 nof a Sl~paniil'

support mechanism ".overing intrastate ranie.rs evidences an iHlen\. that the a\l10UnI of <l carner\

l:ontrihlltion3 to the respe.l.::live support mcchantsms ~1milarly should he !lased on the type of

communications service, inl.crSlaie or inlrastate, provided by lhe. carrie,f. ,,9

In r(~"'~(Wlwing its universal service costs frolTll;llst.omers, Mer is simply fol\nwing the

C'onllllissi()f1'S rationale and iJflj'l;t'Il:lch, Thus, tht.~ mle Mel has eSl<:thlished i~ an inkrSWii:' raw thaI

I~~ 1ll1posed \July on inter:-;tatc. CUSlonwrs. imposing lht~ FUSF onimcrSl.al.e CU!'llOmerS' total hill~d

rl'wnU~'i ilO mon:' i;OnSlitliles an ImerSlatl' ch~ti'gt.~ for ;.I.n inl.ra'ilalc; service than the Commission's

lI11lVL'f."i.11 \-it~r\,jcl!' (onlrinUlion requirement l,;.lHlSl.ihHC:-; Ihe: int.erstate regulation or iiltniMalt'

s~:rVICc. In addilH)ll. SilK!".•\ sV'.ahle pOfllnn cll' tht fcd~f[ll unive.r~al :-lCrV1Ct~ fund allocadon is hased

lHI lotal n'vCllllC!-" not just inlt"rSlalt~ rcvClllK'S, Mel's l'en'lVLTy mechanism al.;,;o is based tin lotal

1\'V~~jJ)ll'S ill an effort 10 match lis ClIstS wllh cosl c,msi.HiDIl. A l'e('OVt~ry mc(:h~im~m hased only 1l1l. "

----_ ,.,.._-------

'I .w. ;11 p;'ITa Hi q
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BaS/.;'(J on the foregoing, Mel rCi)pectfully rtXlll,~gl.g Ih31. the Cl.lmmj~sion i.sSllt~ ,t

declaratory ruling on an exp(xlil.!;~d t)asis Iinuing lhal carriers art? nm precluded from imposing a

universal servicl." charge on inll;~rstate CliSlOmcrs i.hal is ba&d on the CllSWHK"rs' lolal reW~iHlL'\

Re.speclfuUy submitted

Mel Telecommuillcations CorponHlon

By:
M;;lry J_(SI~'~'/
!\'1ary I .. Brown
IHOI Pennsylvania Ave" N.W.
WashlllglOn., 1)(' 20006
(202, :-;~7-2605

lis !\I!tmwvs
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I, Sylv1U Chukwliocha, do h\~reby ce11ify thai a lrue copy elf tile foregoi.ng Pelilion for
Declaral.ory Ruling was served rhi.~ JnJ day of ApriJ, 1998, hy firsH.:lai')s mall, poslag~ prepaid,
upon each 01" the following persons:

Waller IYHae·seleer. 1)1rt.~tor

I )ivision of Commun1calions
State of 1;\or1l.t<.l Pul)lk Sc.rvice Commission
Capital Circle Office Cemer
2540 ShlJm~1.r(j Oak Houlevtu'd
'T~II~.hassee, FI. 3239~~0850

William H. Chamhliss
Deputy Geil~ri;ll Counsel
Slate Corporaiion O.lmmtssion
(, )f1lCl' n f ,t\llnrney Ucnl~ral

Tylal' l3uilding
1100 Ensl Main Street 10th Floor
k.ichmofl(l. V i\ 1321 X

ThlHlliJS B. Nicholson
S~'niilr AS~\\SlLmt AI IOrtll,!) (jeneraI
Oi"flcc \.il Allorn(~y (jeneral
')()O hl~1 Ma.in Sm:I:1
Richmond. VA 23219
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. r;i)M Me j F'i...ibl.. i C i~vL j C"!
t

COMMONWEALTH OF V!~GINIA. U ill.

STATE CORPORATION COMMISSION

v.

Me! TSL2COMMUNlCAT!ONS CORPORATION
OF VIRGINIA

~ASE NO. PUC9800~4

The Telecommunications-Act of 1996 ("Act") directed the

Federal Communicat.ion~ Commission {"FCCt!} t.o establi5h

"specific, predictable and sufficient mechanisms" to

preserve ~nd advance universal service. Every

telecommunications c~rrier that "provides interstate

telecomm~nication$ s&rv~ces" was directed co contribute to

these ·'mech,;iIJ1S\n,t;." 47 U.S.C. ~ ~54 (d).

On May 8, 19~7, the FCC released lts Report and Order

That. f~rder est.ablished the

"$pecific, predictable and sufficient mechanisms" to provide

funding far unlversdl service preservation and advancement

In the matt'li:."r of tunding the discounts for services to

schools and libraries and other universal service progI'ams,
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the PCC stated, beginning ac Paragr~ph 606 of the Report and

Order~

Nevertheless, the Joint Board w.s able
t.o J:'ecomm.end thil.t 'unive,t"sCIl.l support.
mechanililms for school. and libl,tal-ieli and
rural healt.h care providers be funded by
.ssessing both the intrastate ~nd

interstate revenues of interstate tele
communications services.'

807. Although we conclud. that s.ction
254 grant:s the Commission the authority·
to a•••s. contributions for the
univer3al service support mechanism~ for
r,.rr,al, in$ular, and high cost areas <lnd
low income consumers from intrastate as
well as interstate revenues and to
require carriers to seek authoricy trom
states to r@cover ~ portion of the con
~ribution in ~ntra$tate raC~$. we
declin~ to exercie8 the full extant of
our authority. The decision to decline
to exerC1se the entirety of our
~uthority is intended to promote comity
between the federal and state
governman~s ~nd 1. based on our re~pect

tor the states' historical expertise In
provIding tar unlversal serVlce.

609. The th~rd dimensIon to our inqu~~y

is whether carr~ers may recover thelr
contr~butlons to the universal service
support mechanlsms through rates for
i.nt.er~t;;ite se.r.'v:i.ces oor I:.hl":oo\.lgh a c:ombin

~tiGn ~f ~~te$ for interstate and Lates
for intra~tare serVlces. The Joint
Board did not address this question.
Because the Joint Board did noe
recommend that. we author.1.ite carriers to

recover thelr contributiona via rates
for J-ntri3state seoorvices, we conclude
t;bar a!= least tOLtb~ 9qUierlk we ih'iZl,lld
rnal.nta.kQ our traditwnal m~thQci Q.t pro-

2
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~.din~ fg~ re~~I~Y, which ~Itm~tj

••~tie~a. ~ ~~~Qvcr tbc~r fedc¥ll
J,WiYCU:IAl lJea1l;§ $;~nJ:r~QYt:~~ni thro\d~h

;:I'~:;i f2L.1cu;"I.t.At.O §t=;tvil;!Ul W}!·
lEmpha.is added.)

On February as, 1998, following am in'liC!scigation,

Edward C. Addison, Director of the Division of

Communication. o£ the State Corporation Commission, sent tile

attached letter to Mr. C.K. Casteel, Vice·Pr••ident of Mel

Telecommunications Corporation of Virginia ("Me!" or

"CotTlpany") J request.ing that Me! ceaSE! and desi.st from

appl ying -it It' Federal Un-1. versa 1 Service Fee' sUJ;chjJ.rge of

4.4 percent and a 'National Access Fee' 9urch~rge of varying

percentages to in.trastate u••g-_ (calls) made by i.ts

. ~J . .. 1customers 1n lrgln1a." Mr. Addison pointed out to the

Company that it had not filed a tariff nor effect$d the

requ+red customer notice to permit the imposition of said

Subseguenr..ly, trll;~ Scaff has concludf!d that there are

o~her ground$ upon which the lmposition of said feQs should

be enjoined. In c.ile mat.ter of the "Federal Un:~vl?rsal

Service Fee," Mel loS ::lot: only l.n viol~t,ian o.t CommiSSlon

tariff req\.lirements I it is proceeding Hl direct

Gom::.:ravention to the order of t.he FCC, which requir.ed

"F'ttctli';:r;'41 lJnJ.verSSill SerVice Ft!':e" and "Nilt.l.onal Access fef!" are namel>
campo~.d by Mel. ThQY ~rc i~~~ "ofti~~41" ~=SJ.9naClon~ af the fCC
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carriers to recover cheir contributions to said fund from

t.heir "rates for interst.ate services only." Inliiil.:ead, MC!u~

currently applying a faderally tariffed percf.!l1cage-based

liturcharge to ies cuatomers' total bills, which include

intrastate us&ge. Presently, Mel is collecting the "Federal

Universal Servictl Fee" only'from business customers, but has

stated it intends to aollectfrom re.idential customers viiS.

a simila~ $urcharge mechanism {that would include intrastate

usage) I instead of through its "races tor interstate

gervices onlylf beginning in July.

The St.aff does not believe the FCC has authority,

contral~Y to the assertion it made in Paragraph 607 of the

Repo~t and Order, to direct interstate carriers to adjust

~aLes tor intragtate serVices &0 as to recover this fee.

However, even it the PCC did possess auchority. i~ has not

exercis~d that authorl~Y and indeed has specifically

refrained from such e~ercige. However, even If the fCC had

the exercised ltS putatlve au~horlty over intr~~tat~ rates,

and directed c:arriers tD nlise intrastate r~te5 or imposE

fee~ based on intra~tate rates to recover these

contrlbutions, Mel has failed: as noted by Mr. Addison. to

d~here to virginia rules regardlng the implementatIon of

these fees from intrastate ~Qrvices.
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1118(;)£&:1:' as t.he "Nat. ional Access Fee".l ill concerned ~ MeT

is also in violation of current intrastate tariff

:ce.qulrements with respect to these charges, as applied t.o

its sm~11 bu~ine8_ cu.tomera in Virgini~. For most (;f il;.8

customat's, includingresident.ial cUlitomers i Mer is cha.rging

However I tor small RusineiSs customer13 in

Vi.rginia this fee is t"f!coverlld through a percemtage

surcharge based on th••e customers' total usage revenues,

including intr~5tate usage. The Company ha~ advised that

beginning on April 1, it will begin collecting thi~ fee from

all It.5 customers on a per-line baais, which WQuld not

require an int.rastate tariff filing for. implementation.

Dn M~rch 4. 1998, represent~tives of Mer met with Staff

to discuss Mr. Addison's letter and the issues subJect of

thlS MOi-Ion. At the conclusIon of the meeting, counsel for

Me! delivered rhe attached letter to Staff Indicating that

Mer would not comply with Mr Addison's reque~t.

Mel intends to contlnue to apply the Federal Unlversal

'!"h~ "Nac:ion41 J\(.:ce~1:' l"~::e!" .>/45 Jjesi.gned by MC.~ to recOver th~

Pr~subscn.bed tnt~t·e:o.:chanqll! C.. rrler Chat"ge ("prCe") Thlt PIce, ... tlat:
monthly per lln~ charge e5tabll~h.d by the FCC ~s part ot its acces&
charge r~form ploceedlos, 13 P4~d by LXCs to ~~CS to recov.r the
lDtcrfiall ?Ortlon ot n.;,n" tr."ffl.c sensitive loop coats not. :tecQvez;.d

r.J'l.rDtlgh t.he :iubsH::r:1..b~r lJ.ne ,:r~4.tgl:'l (SLCI, For lSlSlB. the PICe iii set. al:

,.) lnclX,j,\"4Tn of S3C tor:- i'esnclentl .. l pr1.iTUit"y l.1.nllS and single-line
bUfl~n~sa-:~. Non-pnmiiry t!!IHcJent1.iil U.ntU ~re ."••alil.d $1,50 lf1&ch.

Mult~-llne bU31.n~SSe5 are &$ie$sed $~.15 per line, Me! 1S, 1ft most
l1"':st:01nces, ":lSe:Sl:H0l9 d~.fteJ:ent tee:!! 1:0 lC:S cu&toml!lt'S;, It: cont.ends l:tlat:

1 t .~» 'jS,l~rJl tl: 1:0 d1 s.::&t"~ ~h. num!:Jer of l.i.OGIli each of .1.t:.liS i:':U3t::O(ne:r~ hll~

5
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service Fee and, unt.il April 1, 1998, the National1\.cel!B8

Fee illegally on ita bills to Virgini~ customerg.

WHEREFOR$, the St.ff of the State Corporation

Commission mOV6UiJ the Commission to enter an order di,n.cting

Mel t.o show cause r if it CAn, why it ~hould not be enjoined

fram continuing to bill customers illegally for its "Federal

Oniverllill service F•• " ./l,nd "Natiomll Access Fe. 1i and why it.

should not be required to refund to customers aU. amounts

collectad in exc~ss of ics tariffed rates.

Respect.fl.1.1Iy submitted,

The Staff of the
State Corporation Commi~sion

By;

W~lllam H. Chambliss. Deputy Gener~l Counsel
S~ate Corporation Comm~ssion

Office of General Counsel
l?,O.9uj( 1197
Richmond. Virginia 23218
(B041 .371·9671

March 13, 1996
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CERIIfIClI! Qf SERvrCE

I hereby certify that a cnpy of t.he foregoing llMotion

for Rule to Show Cause" WAS me,iled t irst -t:::lass mail. postage

prepaid. this 13th day of March, 19!HL t.o: Beverley 1..

Crump, Registered Agent, 11 South 12th Street, p.O. aox

1.63, RichmQnc;l, Virginia. 23al~; Prince r. Jenld.us, Esquire,

Mel Telecommunications CorporAtion of Virginia, 1133 19th

Street, N-W_ , 11th Floor, Washington, D.C. 20036; and the

Division of Conaumer counsel. Offica of Attornoy General.

900 East M.in Street, Richmond, Virginia 23219.
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