USTA recommended that funding be based on annual interstate telecommunications revenues
associated with retail transactions.” While a few commenters suggested that all revenues be included,”'
the use of interstate revenues is more consistent with the Act which requires that every
telecommunications carrier that provides interstate telecommunications service shall contribute to the
mechanisms established by the Commission. The Act also requires that in states that have established
universal service support mechanisms, every telecommunications carrier that provides intrastate
telecommunications service shall contribute to the state mechanisms. Since it is likely that each
jurisdiction will have some type of universal service mechanism, it is appropriate to base the contributions
on the revenues received in each jurisdiction.

The use of retail revenues provides the most economically efficient basis to assess the
contribution and will best meet the requirements of the Act. Some parties recommend that gross
revenues be utilized® and others suggest net revenues.” The use of retail revenues precludes the
double counting that would occur if gross revenues were used and therefore minimizes the economic
disincentive to prevent the double counting by avoiding wholesale transactions. The use of net revenues
is not sustainable under the Act, which requires that support be explicit and sufficient. The use of retail

revenues for the funding base would be competitively neutral, economically sound and would provide

approximately 2,900 TRS fund contributors. All contributors are required to pay at least $100 per
year to the fund.

PUSTA at 24, GTEat ‘7.

SIAT&T at 7-8, Sprint at 16-17, AARP at 20.

2Wisconsin PSC at |9 and Indiana PSC at 10-11.

>3Sprint at 4, LDDS at 18, MFS at 13-15, lliinois CC at 7-11, Ad Hocat 21 and CWA at ||,
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long term stability as well as technological and structural neutrality.™

Collection of the funds should be through a fixed surcharge applied to all retail transactions
included in the funding base and should be utilized to recover funding for all the universal service support
mechanisms.” This method best meets the requirements of the Act, as it is explicit and competitively
neutral. A surcharge applied to the provider would not meet the requirement of the Act as it would be
buried in the costs of the provider and implicitly recovered through other charges.™
VIl CONCLUSION.

The creation of discrete universal service support mechanisms as proposed by USTA in its
comments and reply comments in this docket will ensure that the guiding principles contained in the Act
are achieved.

Respectfully submitted,
UNITED STATES TELEPHONE ASSQCIATION
By: .
lts Attorneys: Mary McDermott
Linda L. Kent
Charles D. Cosson
1401 H Street, NW, Suite 600
Washington, D.C. 20005
(202) 326-7248

May 7, 1996

*Wyoming PSC at 4.
SUSTA at 25, AT&T at 7, LCl at 5.
%.DDS at |8.
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