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FCC Mail Room 

Rc: Petition for Clt~rification of the Pennsylvania Public lJtility Commission ami Application 
for Review of Wireline Competition Bureau's Order on Reconsideration, DA 12-1231, tif Betty 
Ann Kane, Chairman r~{lhe Public Service Commi.~sion of the Di:.trict r?f Columbia. filed 
September 27, 2012; and Application for Rel•iew of U'ireline Competition Bureau',\ Order on 
Reconsideration, /)A I ~-1231, of Betty Ami Kane, Chairman rif· the Public ._)"ervin' 
Commission t~{the District of Columbia, filed August 31, 2012; In the :\latter of Ju(r 3, 2012 
Annw1l Access Charge 1ilrijf Filings, '\"('B/Pridng File ~o. 12-09; Connect "tmerica Fund. 
'\iVC Docket 1\o. HJ-QO. 

Dear Ms. Dortch: 

Pm~u:mt to Sct:tion 1.1200 and 1. l :O-J. of :he Federal Communit:atitlns Commission.~ 
tCt>mmission) rules. the Caliklrnia Pt:hlic t:tilitic-. Cor:nni.->sion (CPl 1(') '>tlhmits thi::, ,·x parte 
ttmu11unication to ~:\pres~ opposi~ion to the Pditim1 j'hr Clarificatioil o(the Penns) lwmia Puh/i,· 
t tili(1' ( 'ommi.'ision mzd _·ipplfcutwn for Rt:rint of Wire! me Comperition Bureau ·s Order un 
Rt:( on,·ideration, f)A. 1:.:- ,' ]31. o{Bct(r .-Inn Kane. Chairman o(!hc Puh/ic :•.,'erricc Commi.'.1·ion 
of'!h.:: /)istricl ot ( o!umhia. filed Septcmht.:r '27. 20i 2_ (P;J_ PCC P<.·tition1 and the .1p;)/icationFw 
Rt:Tie w ol Wire! inc ( ·(lmpcti!ioll liureau ·,, On/a on Rccons:dcration D.·i l ]- J]) 1, of Hefty Ann 
!\~.me. ( 'huirman o(1lte Puhlic· ,)'cn·lct' Commission <~i the District of Cofumhia. tiled August~ L 
2012. in the abon~ referenced dockets (Kane Application for RcYic\Y). The Pa. PL'C Petition and 
K.anc :\pp!icatim1 for Review purport tu scek daritication and/m an inkrprC'tathc ruling from 
the Commission n:!larding \\hcther the \/eriZl'H lclcplwne Compan:cs· (cnlh:t'tivdy. \'crinm) 
cnmpu1Jtion and allocation of the access rccm <.:r) charge (ARt· 1 am,nmt·~ in their July 2012 
annual access charge tarilf 1iling an: consistent with federal L:nv. T<' the e:\lent the Pa. Pl rc 
Petiti,m and .Kane Application for Rt\ ie\\ seck to ha\-c the Conm1ission mandate that Veri:ron's 
ARC he asses~cd upon rc::.identia: customers nf V erizon in thc State of Cali fomia. the C Pt ·c 
t'ppo-;cs hilth tlH:~ Pa. Pl C Petition and the Kane Ar!lli.::,nion fi.)r Rcvic,,·. 

·1 !1;:; Kane Appiic:nion ({)r Re•. icw questions Yt:l"iLon · s computation and allocation of the ARC 
amounts i:::. their July .::.n 1 :2 annual accc:-s charge tariC tiling. claiming that Veri.rnn acted 
improper]; h) not impt1sing the n::sider:.tial.\RC in Virginia \\h~n thc Rc~idcnt1al Rate Ccil;ng 
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had been md in only a fevv exchanges in Virg:nia. 1 'I he Kune Application for Review fuJther 
argues that a11m.ving a price cap ILEC to exclude all residential customers in a state from paying 
the ARC cYen though the Residential Rate Ceiling has only been reached in a few exchanges in 
that state resuhs in unfair burden-shifting of ARC recovery to other jurisdictions.2 The Pu. PLC 
Petition supports the Kane Application for Review. and no:cs that Verizon has chosen not to 
apply the ARC rate to residential customers of V crizon incumbent local exchange carriers 
(ILECs) in Califorr:ia, :-Jew York. and Virginia.3 The Pa. PLC similarly daims that the 
exclusion of the ARC in these three states "arguably" results in ;mover-recovery of attributable 
ARC amounts in Pennsylvania.4 The Pa. Pl!C further argues that Vcrizon C·t::1uld have 
implemented an altcrna~ive scheme. including the implementation of a r~sidcntial ARC in 
California (and Virginia) with a prcprogrammcd credit so that the imposition ofthe ARC woulJ 
be automatically ''cancelled out" in exchanges where the total residential bill would have 
exceeded the SJO RcsiJcnti::1l Rate Ceiling under the Commission·~ rcgulations.t> HO\\Cver. the 
Commission should deny Pa. PUCs Petition, as \vel! as the Kane Application for Revie\\··. 
because V ~.:riznn · s ARC calculations, and its determination not k~ implement the ARC in 
Caiifomia. are in compliance with the Commission's rules. 

The US.F/lCC fransformation Ordel' created a new end user charge. th.; ARC that lLECs t.:ould 
impose on resid~ntial arc! business customers to recover a portion of revenue losses from 
Commission imposed intrastate and interstate access charge reductions. While ARCs may be 
imposed o:1 custom~rs· monthly bills. tht:y arc not mandatcd.7 According to :he Cummission·s 
rules. a price cap .:arricr. such as Verizon. is permitted to calculate the ARC 11J1 a holding 
company level b~1sis and recover the charge from end users in any of the carrh~r's price cap plan 
study areas, except where such assessment v.:o:1ld bring the residential monthly t0tal to or abo\e 
the Residential Rate Ceiling. In particular. 47 C.f.R. § 51.915(c)t3J states: 

For purpnscs of this subsection. a Price Cap Carrier holding: 
company indud~s al! of its wholly-ov.;ncd operating companies 
that arc price cap incumbent local exchange carriers. A Price Cap 
Carrier Holding Company :nay recover the eligible recovery 
uttrihutablc to any price cap study areas operated hy its wholly
uwned operating companies through assessments of the Access 

1 
Kane Applic,ttion t\.1r ReviC\\, at 5. 

' ~Kane Application for Rcvie\\. at 5-6. 
3 Pa. PUC Petition l"l)r Clarification. at 4. 
4 

Pa. PCC Petition for Clarification. at 5. The Kane Application for Review similarly claims that it is 
Ln:fair to assess an /\RC to end us;;n; m the Distrkt of Columbia that accounts for intrastate ren:m:e 
losses in other jurisdidions. (Kane Application for Rc\ ic\v. :11 7.) 
5 Pa. P\.JC Petition for Clarification. at 6. 
6 Report and Order and Further Notice of Proposed Rulcmaking, In rf! Counce! America Fund. eta!.. \VC 
Docket "\los. l 0-90. eta/.. 26 FCC Red !7663 (FCC Rei. Nov. !8, 20; l) ( CSF/TCC Transformatioa 
Order). 
7 

USF/!CC 'I ran~t"lmnation Order, at~ 908. 
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Recovery Charge on end users in an:- pri(:c cap stud) areas 
operated by its wholly-o\vncd operating companies that arc price 
cap incumbent local exchange carriers. 

Verizon's ARC alhlL:ation follows the Commi~sion's rules. As an initiai matter. and us stated 
<~bow. implementation ofthc ARC is voluntary. not mandatory. Verizon docs not have to 
impose the ARC in California, regardless of \Yhcthcr any of the applicable rates in a study aNa 
have reached the Residential Rate Ceillng. Secondly. the rules arc meant to Cl1nfer ilexibility to 
carriers by permitting them to allocate ARCs at the holding company lc\·el. lLECs were 
accorded the abilit) lo cxcrcisc their own business judgment in order to achieve the 
Commission's policy goals of minimizing customer confusion, spread the recovery among a 
broader set of customers while ensuring that rates remain affordable. and enabling carrier~ to 
recowr lost intercarrier compensation revenues from their O\Vn customers to the greatest extent 
possible. thus limiting tht: ptlt~;:ntial drain on the Cniversal Service Fund.8 Thus, Verizon has the 
dis~retion to choose not to charge the ARC in California. in whole nr in part. Finally, the 
Commission understood that the rule may not result in an even allocation of the ARC. noting that 
certain ILECs rna) choose to refrain from charging ARCS in vvholc or in part '·based on 
eompcliti\ e constraints or other considerations.'' and that holding companies rna) allocate ARC 
amounts to les:; competitive ;narkets.9 The rules allmv Veri/on to determin~.: at the holding 
company level hO\\ to allocate the ARC: there is no requirement that Verizon charge the ARC ia 
every exchange when: the total residential bill \vould not exceed the S30 limit. 

The fact that these rules have caused frustration and a sense ofuafaimcss is regrettable: however, 
the CPUC objer:ts to the Jircdion of this frustration towards the residential customers of 
Calilclrnia. 'l'hc CPUC does not agree that the Co:nmission should revise Verizon's rates in 
California simply because Pennsylvania (or D.C.. for that matter) is unhappy \Vith its rates. 
V crizon · s allocation of ARC amounts was performed consistently with Commission directives. 
and the Commission should deny the Pa. PUC Petition. as well as the Kane Application for 
Rcvievv. 

Sincerely. 

Michad R. Peevey 
President 
California Public Ctilitics Commission 

"USF:ICC Transtormalion Ord~..:r. at ~1·: 908-9' 0. 
9 USF.11CC ·1 ransformation Order. at fns. 178 J, 1791. 


