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Before the
Federal Communications Commission
Washingtan, DC 20554

in the Matter of i

Petition for Declaratory Ruling That
Carriers May Assess Tnterstaie
Customers an Interstate Universal
Service Charge Which is Based oo
T'otal Revenues
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MU Telecommunications Corporation (MCH hereby reguests that the Commission,
PHESLRL [ Section F.2 of the Commssion’s res. issue a dectaratory ruling, on an expedued
hasis. Tindmg that carmers are not precluded by the Universal Service Order! from imposing a

charge gioniarstate customers that s based on ihe customers” towal billed revenues, inclidmge

irastate revenues. 1o recover federal oniversal service costs.

FADLECLARATORY RULING By NELDELD 10O REMOVE LINCERTAINTY

Pursuant 1o Secoon 1.2 of the rules, the Commission imay ssue o declariory ruling o
TTNELe O CONTOVEESY OF femove uneertaiity. A ruling is necded ere (0 remove uncertainty in

connection with Row Carmiers can recover 1he cost of federal uiversal service. Specifically, MCT

' Lederd-Swie Jou Beard on Unversal Service, Report and Qrder,
CC Docket No, 96-45, FOU 97 187, 12 1CC Red 8776 (rel. May 8, 1997) (Universal Service

Oridery
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helieves that its Federal Universal Service Fee (FUSEFY, which 1s assessed as o percentage charge
onintersiate customers’ wtal MCT invoice, including intrasiale usage, is n ull compliance with
the Commiission’s Universal Service Order.

It appears, however, that certam state commissions, ncluding the Virginia Siate
{30®nralinn Commission (VSCC) and the Florida Public Service Commission (FPSC may
disagree. Por example, although MCT's waniffed FUSF has been accepted by the Comimission and.
ithervefore, iy effective, the VACC inivated a proceeding i connection with s Motion for Rule v
Show Cause (Motion¥, in which the VSCC Staff challenges the manner in which MCH s
recovering federal universal service costs and requests MCH 1o cease and desist from applying the
FUSE 1o intrastate usage. By Order, the VSCC permitied MCT 1o respond to the Staffs Maotion,
ami the matler is now pending before the VSCC)

In addhiion, the FPSC Division of Communtcations bas advised MOT that it believes thi
MCT s iproperly assessing tanifed interstate charges on imtrastale revenues in connecting with
the FLSE and, vherefore, MCH should cease this pracuice immediately. 10 MCT does not cease this
practice, the Division of Commumcations for the FPRC states that it may reguest the FPSC o
1350 4 show cause order against MCH

There are o facis i dispute i either of these cases. Rather, the VSCU and the FIPSC
simply disagree with MCE s interpretannn of the Commission’s Umversal Service Order and s

apphicanon of the FUSE agamst mirastate revenues of mterstate customers. A ' omnussion

Y Mution for Ruke 10 Show Canae, s

hereo)

Q. Iy

LOROOZY, Maich 13, 1998, (Atiached

E Order Permitting Response, Cuse No. PUCYRGG24. March 20, {998,
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decision on this declaratory ruling would avoid peienually upnecessary and duplicauve litigason
tefore the VECC and FPSCS

Maoreover, it is MCI's understanding that vanious interexchange carriers have approached
the Lriffing of federal universal service chwrges in different ways and that other camiers may be
{ollowing an approach smitar io MCT's. A Declaratory Ruling is appropriate (o ensure that, in s
competitive markeiplace, alf carviors are proceeding with a common understanding of the

Commission’s requirenents.

OULLY NOT

The soke issue before the Commission is whether MCYs method of recovering federal
universid service costs complies with the Universal Service Oreder. MOT does not seek a
declaratory tuling concermng the amouni of the FUSE Rather, MO only seeks a ruling as o
whether o can apply the FUSE o intrastate revenues of ioterstate customers.” 1t is the
Corninission that should advise the industey and the states concermng the correct interpretaiion o
ns orders. To remain silent gives rise 1o the possibility of differing interpreiations by the Bty

states and the Distnct of Columbia as well as infnngements on federal jurisdiction.

*To expedite this matter, MO has served this Pedton on the VSCC and the FIPSC.

T MO does not request a ruling on the lawluiness of s tariff. Rather, MCY seeks a
declratory ruling on the meaning oi the Universal hervice Order.

3
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AS stated, 1t s MCT s understanding that different carriers have Lagiffed the recovery of
tederat universal service costs w different ways and that other carmers may be following an
approach simlar 1o MCT's. A declaratory ruling will put all interexchange carriers on ihe samie
playing field. T also will inform MCT and other carriers thal a particnlar tanffing, praclice is, or 18
not, lawiul and, thus, minimize vanecessary sxpenditures to change billing svstems -ihe cost of
which is substantial-- al a later date. nothis regard, it is important for the Commission to resolve
1his issue @s soon as possibke 10 enable MCY o explore and implement alternative tariffing and
hilling approaches, i need be, belore July |, 1995, when MCT intends (o start applying the USH

1o restdental customers.

Thus, MCT requests that the Cominission remove the sikeriainty concerning the recovery
o universal service costs by issaing a Declaracory Roling Ginding that an interstate charge on
iferstiie customers, that 18 assessed on total revenues, (s o full compliance with the Universal
Service (hvder

In the Umversal Sevvice Order. the Commssion stated that carriers can recover their
contfihtiony o federal universal service support through rates onapierstale services only.
Further, the Commission stated that carners are "perrmtied.. . 1o pass throupht thear contributions

t thetr interstate access and interexchange custoimers." Alihoagh the Commission declined 1o

" Universal Service Order at para. 824
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create a single interstate fee that would be paid by basic residential dialtone subscribers, camers
were nat precluded from creating such a fee to be agsessed 1o their customers. Rather, the
Commission left # tw each carvier (o determine how it would recover fediral universal service
casis, The Commiasion did noi specifically address the issue of whether carmiers could fund their
universal service contributions through their federal tariffs based on customers' combined
mirasiate, interstate, and inernational revenues. However, that result is the logical implication of
the decision and s consistent with the Comission’s rationale [or determining the contribution
hase for federal umversal service.

Thus, in the Universal Service Order, the Commission tound that it could assess federal
unversal service on inlerstate carmigrs. 1also found that the Telecommunicaions Act permitied
e Commission to requive mtersiate carmers to pay into the fund based on total revenues.
Accordingly, the Commission defined the coniribution gmount based i total revenues, including
inrastte revenues, because the section 254 mandate covers hoth interstate and intrasiate
services. The Commission also found that it could include the mteenational (clecommunications
revenues of iersiate carriers within the revenue base, Thus, 1he inclusion of inirastate tas well s
mlernational) services mio the FUSE calealas s Tully stified.

In response 10 arguments that the Commission does not have unsdicion 10 assess
mitrastate revenues of ierstate carriers, the Cuinmssion stated that ot "merely s caleulaning o
jederal charge based on both interstate and mtrastaie revenoes, which is disimet from regilaiing
the rates and conditians of interstate service.™ According 1o the Commission, even when it

¢REFCIRS JUrSicHnn o assess contibutions for uinversal service support from trastate, in

P an para. 821
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addition 1o interstate revenues "such an approach does not constitute raie regolation of those
services of regulation of those services so as 1o vislate section 2(h.™* The Comrmission also
Fund that "[1here is no indication that Congress's authorization in secton 25411 of a separate
support mechanism covering intrasiate cartiers evidences an imlent thai the amount of a carner’s
contributions to the respective support mechanisms similarly should be based on ihe type of
COTRIIGICALIONS service, ntersiate oF nrasiate, provided by the carrier."”

In recovering it uraversal service costs from customers, MUT s sitply following the
Commussion’s ratanale and approach, Thus, the rale MCY has established is an interstate rate that
s amposed only on interstate customers. imposing the FUSE on imerstate customers’ fotal billed
FOVERUSS 10 MOE Constitules an interstate charge for aninirgsiate service than the Commission’s
universal service contribution requirement constituies the intersiate reguiation ol intrastate
service. In addition. since a sizable poruon of the fiederal universal service fund allocation s based
G tobitl revenues, not just merstate revenues, MUTS recovery mechanisim also is based on total
reveinies moan ef(ore L match s casts wih cost causalion. A recovery mechanism hased oply on
mieTstate customers’ inferstate revenues would have (o be greater than MOT's carrent FUST

cubleCh e Same amount.

# m
YO arpara. 819
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Based o the foregoing, MCY respectfully requests 1hat the Commuission issue i
declaratory ruling on an expediled basis finding that carriers are noi preciuded from mmposing a

urnversal service charge on intersiate customers that is based on the customers’ total revenues

Respecifully submitted

MCT Telecommunications Corporation

By: | r"}:‘:"'{’fﬁ?",‘:“" J 7 [/?' ey
Mary 1 Sigule”
Mary .. Brown
1801 Pennsylvania Ave,, N.W.
Washington, D 20006
(2027 BR7- 2645
Hs Atormeys

Dated: Aprl 3. 1998
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ERTIFICATE OF SERVICE

1. Sytvia Chukwuocha, do hereby certify that a true copy of the foregoing Petiion for
Declaratory Ruling was served this 3rd day of April, 1998, by firsti-class mail, postage prepad,
upon each of the foliowing persons;

Walter 1'Haeseleer, Director

Privision of Communications

State of Plorida Pubhic Service Commission
Capital Circle Office Center

2540 Shumard Oak Boulevard

Tallshassee, F1. 323990850

Williain H. Chambliss

Uieputy General Counsel

State Corporation Commission
Office of Attorey General

Tyler Buikling

1300 Basi Main Street  10th Floor
Richmond, VA 23218

Thomas 3. Nicholson

Semor Assistant Atlorney General
Office ol Attorney General

900 Fast Main Street

Richmoand, VA 23214
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= Syivid Chukwuocha
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COMMONWEALTH OF VIRGINIA

STATE CORPORATION C OMMISSI(?

oL
COMMONWEALTH OF VIRGINIA, ex rel. L_‘\\-\

STATE CORPORATION COMMISSION

W CASE NOQ. PUCIBLO24

MCI TELECOMMUNICATIONS CORPORATION
OF VIRGINIA

The Telecommunicationg Act of 1996 ("Act") directed the
Federal Communications Commission {"FCC") to establish
"specific, predictable and sufficient mechanisms” to
preserve and advance universal service. Every
telecommunications carrier that "provides interstate
telecommunicCarions services" was directed to contribute to
these "mechanlsns. " 47 U.5.C. § 254 (4d) .,

On May 8, 19%7, the FCC released 1ts Report and Order
in CC Docket No. %6-45, In the Matter of Federal-Srare Joint
Beoayd on Upiversal Service  That order established vhe
"specific, predictable and sufficient mechanisms” to provide
funding for umiversal service preservaticon and advancement .

In the matter of tunding the discounts for services to

schowls and libraries and other universal service programs,
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the PCC stated, beginning at Pavagraph 806 of the Report and
Order:

Nevertheless, the Joint Board was able
to recomsend that 'universal support
mechanisms for schools and libraries and
rural health care providers be funded by
assessing both the intrastate and
interstate revenuas of interstate tele-
communications services.'®

807. Although we conclude that ssction
25¢ grants the Commission the authority
to assess contributions for the
universal service support mechanisms for
rural, insular, and high cost aress and
low income consumers from intTastate as
wall as interstate revenues and to
require carriers to seek authority from
staces Co recover a portion of the con-
tribution in Lntrastate rates, we
decline to exerciss the £full extaent of
our authority. The decision to decline
Lo exercise the entirety of our
authority 1s intended Lo promote Comity
between che federal! and srate
governmants and 1s based on our regpsct
for the states’ historical expertise in
providing for universal service,

80%. The third dimension td OUr 1AQUITY
1s whether carriers may recover their
contributions to the universal service
support mechanisms through rates for
interstate servaices or through a combin-
ation of rates for interstacte and rates
for intrastare services. The Joint
Board did nort address this cuestion,
Because the Joint Beoard did nor
recommend that we aubtliorize carriers to
recover their contributions via rates
for intrastate services, we gpnclude
Lhat at least for the pregent we ghould
maintalpn ouy traditional method of pro-

-
-
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{Emphasis added.)
On February 25, 1938, following an investigation,
~ Bdward €. Addispn, Director of the Division of

Communications of the State Corporacticon Commission, sent the
attached letter to Mr. C.X. Casteel, Vice-Prasident of MQI
Telecommunications Corporation of Virginia ("MCI“ or
"Company* ), requesting that MQI cease and desigt from
applying a "‘'Federal Universal Service Fee' surcharge of
4.4 percent and a ‘Narional Access Fee' surcharge of varying
percentages to intrastate usage {(calls) made by its
customers in Virginia."' Mr. Addison pointed out to the
Company that it had not filed a tariff nor effected the
reguired customer notice Lo permit the imposition of said
tees on intrastate services,

Subsequently, the Staff has concluded that there are
other grownds upon which the :1mpositicon of said fees should
be enjoined. Ia rthe matrer of the “Federal Universal
Service Fee.," MIJJ] i1is not conly in violation of Commission
tariff requirements, 1t is proceeding in direct

contravention tco the order of the FCC, which required

“Federal Universal Service Fee* and "Natcicnal Access Fee" are names
compoged by MCI. They are awt "official” designacions of the FOU.

3
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carriers to recovey their contributions to said fund from
their *"rates for interstate services only." Instead, MCI is
currently applying a federally tariffed percentage-based
surcharge to its customers' toital bills, which include
intrastate usage. Presently, MCI is collecting the "Faderal
Universal Service Fea" only from bhusiness customers, but has
gtated it intends to collaect from residential customers via
a similar surcharge mechanism (that would include intrastate
usage) , instead of through itg “races foy interstate
services only” beginning in July.

The sStaff{ does not believe the FCC has authority,
contrary to the asserticn it made in Paragraph 807 of the
Report and Order, to direct interstate carriers to adjust
rates for lntrastarce services sO as to racover this fee.
However, even if che FCC did pogsess authority, it has not
exercised Lhat authority and indeed has specifically
refrarned from such exercise. Howaver, even Lf the FCT had
the exercised 1035 putacive aurhority over LNtrastarte rates,
and directed carriers Lo raise intrastate rates or LMpOSE
fees based on intrastate rates to recaver these
contributions, MCI has falled., as noted by Mr. Addison, to
adhere fo Virginia rules regarding the implementation of

these fees from intrastate sarvicas.

L
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Insofar as the "National Access Fee"’ is copncerned, MCI
is alsc in violation of current intrastate tariff
requirements with respect to thease charges, as applied to
its small business customers in Virginia. For most of its
customars, including residential customers, MCI is charging
a per-line fae. However, for small business customers in
Virginia this fea is recovered through a percantage
gurcharge based on these customars' total usage revenues,
including intrastate usage. The Company has advised that
beginning on April 1, it wiil begin collecting this fee from
all 1ts customers con a per-line basis, which would not
require an intrastate tariff filing for implementation.

On March 4, 1998, repregsentatives of MCI met with Staff
to discuss Mr. Addiscon's letter and the issues subject of
this Mortion. At the conclusion of the wmeeting, counsel for
MCI delivered the attached letter to Staff indicating that
MCI would not comply with Mr. Addison's reguest. Ingtead,

MCI iptends to continue to apply the Federal Universal

? The "Hational Access Pme” was designed by MCI teo recover the

Presubscyibed ifancevexchange Tarrier Charge ("PICC"). The PICC, a tlat
monthly per iine ¢harge established by the FCC as part of its acoess
charge raform proceedinyg. 18 paid by LXCs Lo LECS tO recovear the
Lat#rszate portion of non-craffic sensitive loop rcosts not recoverad
through the subscriber line charge (SLCY. For 1998. the PICC 1s setr at
4 paxiogm of 53¢ for residential primary lines and single-line
businessess. Non-primary tesidenilal lines are assessad 51.50 sach,
Mulci-line businesses are assessed 53.7% pay lipe. MCI 318, in most
instances, aasess:ng different {ses Lo 1S customers. It contends that
1t 18 unabie o discers the number of lines zach of 1ta Justomers has.

5
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the National Aocess

Fee illegally on its bills to Virginia cuscomers.

WHEREFORE, the sStaff of the Stare Corporation

Commission moves the Commissicon to enter an orvder directing

MCl to show cause, if it can, why it sheould not be enjoined

from continuing to bill customers illegally for its “Federal

Univerzal Service Fee" and "National Acceas Fee® and why it

should not be regquired to refund to customers all amounts

collestad in excess of its tariffed rates.

Ragpectfully

The sStaff of
State Corporation Commission

BY:
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William H. Chambliss. Deputy General Counsel

State Corporatlion Commission
Office of Genmral Counsel
P.0. Box 1197

Richmond, Virginis 23218
{804y 371-9671

Maxrch 13, 1998

&

' Counsel
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I hereby certify that a copy of the foregoing "Motion
for Rule to Show Cause” was mailed first-class mail, postage
prepaid, this 13th day of March, 198%8, te: Beverley L.
Crump, Registered Agent, 11 South 12th Street, P.0O. Box
1463, Richmond, Virginia 23212; Prince I. Jenkins, Esquire,
MCI Telecommunications Corporation of Virginia, 1133 1lé&th
Streat., N.W., lith Fleor, Washington, D.{. 20036; and the
Divigsion of Consumer Counsel, Office of Atrorney General,

900 East Main Street, Richmond, Virginia 23219.
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