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FCC IMPLEMENTS COURT'S DECISION ON UNIVERSAL SERVICE

Washington, D.C. – Today, the Federal Communications Commission (FCC) released an Order implementing  changes to its universal service rules to comply with the decision of the United States Court of Appeals for the Fifth Circuit (Fifth Circuit) in Texas Office of Public Utility Counsel v. FCC, 183 F.3d 393 (5th Cir. 1999).


In a companion Public Notice also released today, the Common Carrier Bureau announced a proposed universal service contribution factor for November and December 1999, in accordance with the Order released today, that will supersede the contribution factors previously announced by the Bureau on September 10, 1999.  The rule changes adopted by the FCC, and the contribution factor announced by the Bureau, will become effective on November 1, 1999.


In the FCC's May 8, 1997 Universal Service Order, the FCC implemented the universal service portions of the Telecommunications Act of 1996, and established the framework for the high-cost, low-income, schools and libraries, and rural health care universal service mechanisms.  On July 30, 1999, the Fifth Circuit in Texas Office of Public Utility Counsel v. FCC rejected challenges to many of the Commission's decisions in the Universal Service Order.  However, the Fifth Circuit reversed three of the FCC's decisions, and reversed and remanded for further consideration a fourth FCC decision.  


The Fifth Circuit concluded that the FCC:  (1) could not require incumbent local exchange carriers (LECs) to recover their universal service contributions through access charges; (2) could not assess contributions on the intrastate revenues of universal service contributors; and, (3) could not prohibit carriers eligible for universal service support from disconnecting Lifeline service to low-income consumers that fail to pay toll charges.  The Fifth Circuit also concluded that the FCC's decision to assess universal service contributions on the international revenues of interstate carriers could result in inequitable and discriminatory treatment of some carriers.  The Fifth Circuit reversed and remanded this issue to the FCC for further consideration.


In response to the Fifth Circuit's decision, the FCC, GTE, and AT&T petitioned the court for rehearing.  In the event that the Fifth Circuit denied the FCC's request, the FCC also asked the court to make its decision effective at the beginning of a quarter, so that universal service billing and collection procedures would not be disrupted in the middle of a quarter.  On September 28, 1999, the Fifth Circuit denied the petitions for rehearing, and ordered that its decision be effective on November 1, 1999.


To implement the Fifth Circuit's decision, the Commission made the following revisions to its rules, which will become effective on November 1, 1999:

•
Incumbent LECs may recover their universal service contributions through interstate access charges or through interstate end-user charges.  To the extent an incumbent LEC is currently recovering its universal service contributions through interstate access charges, and chooses to recover its contribution through an interstate end-user charge, it must make a corresponding reduction in its interstate access charges to avoid any double recovery.

•
Contributions to the FCC's universal service program will be assessed on providers of interstate telecommunications services using a single contribution factor based on providers' interstate and international end-user telecommunications revenues.  As directed by the court, the FCC removed intrastate end-user telecommunications revenues from the assessment base for the schools and libraries and rural health care support mechanisms.

•
Consistent with the court's decision, the FCC is no longer able to prohibit local telephone companies that are eligible for universal service support from disconnecting Lifeline service to consumers that fail to pay toll charges.

•
In response to the court's remand of this issue, providers of interstate telecommunications service whose interstate end-user telecommunications revenues account for less than 8 percent of their combined interstate and international end-user telecommunications revenues are not required to contribute on the basis of their international revenues.  These providers are still required to contribute on the basis of their interstate end-user telecommunications revenues.


Action by the Commission, October 8, 1999, by Sixteenth Order on Reconsideration in CC Docket No. 96-45, Eighth Report and Order in CC Docket No. 96-45, and Sixth Report and Order in CC Docket No. 96-262 (FCC 99-290).
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