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Magalie Roman Salas
Secretary
Federal Communications Commission
1919 M Street, NW
Room 222
Washington, DC 20554

Dear Ms. Salas:
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Ex Parte Notice /
t/CC Docket No. 96-262

Enclosed is a copy of a letter delivered today to A. Richard Metzger, Thomas Power,
Kevin Martin, Kyle Dixon, James Casserly, Paul Gallant, James Schlichting, Jane Jackson,
Richard Lerner and Tamara Preiss.

Two copies of this notice and the letter are being filed in the Office of the Secretary.
Please include this notice in the public record of these proceedings.

Respectfully submitted,

Frank McKennedy
Director - Legal & Regulatory Affairs
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UNITED STATES

TELEPHONE

ASSOCIATION

A. Richard Metzger, Jr.
Chief, Common Carrier Bureau
Federal Communications Commission
1919 M Street, NW
Room 500
Washington, DC 20554

Dear Mr. Metzger:

April 17, 1998

USTA

JOO
1897-1997

On July 11, 1997, USTA filed a Petition for Reconsideration of the May 1997 Access
Reform Order. A primary issue raised in that PFR is the application of the 6.5% productivity
factor to the Price Cap LECs' Universal Service funding obligation. Two weeks ago in an ex
parte letter, I pointed out that this issue must be resolved in order for the Price Cap LECs to be
able to establish accurate interstate access rates for the upcoming annual access tariff filing in
June. I am writing to ask that the issue be decided on an expedited basis.

The comments recently filed in connection with SBC's waiver request on this issue]
make it clear that there is no real dispute as to the Price Cap LECs' right to recover their
Universal Service assessments. At the same time, there were concerns expressed that the Price
Cap LECs should not recover more than the amount of their funding obligations. I want to make
it clear that USTA agrees that LECs should be allowed the opportunity to recover their full
Universal Service assessment but nothing more. USTA stands ready to work with the Bureau
and other interested parties to ensure that the process used in calculating the access rates
accomplishes this goal.

In its comments on the SBC waiver request, AT&T asserts that recovery of the Universal
Service funding amounts should be outside of the price cap process. USTA advocated a similar
solution in the Access Reform and Universal Service dockets. Given that the FCC determined
that the funding obligation would be included in access charges, however, MCl's proposal for
using a "new" exogenous cost adjustment in the LECs' annual access tariff filings each year is a

JOn April 18, 1998, Southwestern Bell Telephone Company, Pacific Bell, and Nevada
Bell filed a Petition for Waiver of Sections 61.44 and 61.45 of the FCC's rules seeking relief
from the requirement to apply the 6.5% productivity factor to their Universal Service funding
assessment. SBC sought this waiver solely because the FCC had not taken action on the USTA
Petition for Reconsideration.
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viable method. The exogenous cost adjustment for the current Universal Service fund obligation
would be treated as a "new" adjustment and the prior year's adjustment would be reversed. This
method avoids the effects that both the growth factor and the "X" factor from the price cap
formula would have on the USF funding obligation.

Only a short time remains before the annual access filing. Especially since there is no
fundamental disagreement among the interested parties, USTA urges the FCC to act promptly
this issue raised in USTA's Petition for Reconsideration in this docket.

Sincerely,
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•

Mary McDermott
Vice President - Legal & Regulatory Affairs

cc: Thomas Power
Kevin Martin
Kyle Dixon
James Casserly
Paul Gallant
James Schlichting
Jane Jackson
Richard Lerner
Tamara Preiss


