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L INTIlODUcnON

1. In this Notice ofProposed Rulemaking (Notice), we seek comment on how to streamline
and reform both the II18DI1C in which the CommilsioD assesses carrier contributions to the universal
service :fuud and the manner in which carriers may recover those costs from their customers.1 Section
254 olthe Commuaications Act of 1934, as amended by the Telecommunications Act of 1996 (the Act),2
requires carrim providing interstate telecommunications services to contribute to universal service.3

Under the cUl'l'ellt universal service rules, carriers' contributions are assessed as a percentage oftheir
interstate and international end-user telecommunications revenues.o4 For carriers electing to recover their
universal service contributions from their customers, the Commission generally has not specified a
particular method ofrecovery. Rather, the Commission has required that contributors not shift more than
an equitable share oftheir contributions to any customer or group ofcustomers, and that carriers provide
accurate, truthful, and complete information regarding the nature ofthe charge.'

2. In this Notice, we seek comment on whether and how to streamline and reform the
universal service contribution methodology. We seek comment on.specific proposals to require carriers
to contribute based on a percentage ofcollected revenues, or to contribute on the basis ofa flat-fee
charge, such as a per-line charge.6 Additionally, we seek comment on limiting the manner in which
carriers recover their contribution costs from their customers. Ifcarriers choose to recover universal
service contributions from their customers through line items, we propose to require caniers to do so
through a uniform universal service line item that corresponds to the contribution assessment on the
carrier.

3. We believe that ~e may need to revisit the concepts underlying the existing contribution

I For purposes ofthis Notice, the term "carrier" is synonymous with all tilers ofuniversal service contribution
worksheets.

2 Telecommunications Act of 1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) (the Act). The 1996 Act amended
the Communications Act of 1934.47 U.S.C. §§ lSI, et seq.

347 U.S.C. § 254.

4 See 47C.FJt §§ $4.706, 54.709, 54.711. For purposes ofthis Order and UDless otherwise stated, 1he tam "end­
oser reYeDues" $ball refer to a COIdributor's intII'Istate and international end-user telecommunications revenues.

, See Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, 12 FCC Red
8776, 9199. para. 829,9211, para. as5 (1997), as conected by Federal-StateJoinl Boardon Untw!nal Service,
EnatuIDi, CC~et No. 96-45. FCC 97-157 (rei. June 4, 1997) qffd inptrt, rev'd in]1Q11, 1'e1IIfl1ItlIId inpart sub
nom. r~ ()jJiee ofhblic Utility CotDUe1 v. FCC. 183 F.3d 393 (5'" Cir. 1999) cerr. drnied2000 WL 6846~6

(U.S. Sup. Ct. May 30, 2000) (Univsrsal Service 0rdiIr). We DOte that the Commission bas developed guidelines
for incumbent local exchange cmier (LEC) recovery ofuniversal service contributions. See 47 C.F.R. § 69.158
(limiting recovery ofuniversal service contributions by price cap incumbent LECs); Federal-8tate Joint Boord on
UnivetWl Service,.4ccers Chorge Rttfonn, CC Docket No. 96-45, Sixteenth Order on Reconsideration in CC
Docket No. 96-45, Eisbth Report IDd Order in CC Docket No. 96-45, Sixth Report and Order in CC Docket No.
96-262, 15 FCC Red 1679, 1693, para. 33 (1999) (Universal Service Remand Order) (detailing universal service
contribution recovery options for incumbent local exchange carriers).

6 See infro paragraph 29 for a discussion ofthe potential impact ofassessing contributions on a flat-fee basis on
low-volume customers.
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sys1aI1, in light ofCUI'I'eIrt market trends, to ensure that providers of iDteaSfBte telecommunications
services continue to "contribute, on an equitable and nondiscriminatory basis, to the specific, predictable,
and......mecbaui8ID1 estaltiisbed by the Commission to preserve and advance universal service.,,7
Since die COIDmissioIl's iaitial implementation ofsection 2S4 ofthe Act in 1997, webave seen many
signifirat developmems in the iDteastate telecommunications marketpl8ce. We have witnessed 1he entry
ofnew providers into the IoDg distIDce mIIbt, iDcluding~ouaI Bell OpaatiDg Compenies (RBOCs)
tbat 1Iave received approval uncIersection 271 oftile Act to provide inteJsbde telecommunications.' We
also are seeiDa certain wireline interexchaDge carriers suffer declining revenues in light ofgrowing
competition.' Growth in the wireless telecommunications sector, as weD as the advent oflntemet
Protocol (IP) telephoDy, bas changed the dynamics oftbe interstate telecommunications marltet.10

F1Jl't'hrefmore, lDaay carriers are bundling services together in creative ways, such as offering flat-rate
p8CQ8Is that include both interstate and iDtras1ate telecommunications and non-telecommunications
products and services.

4. Chanps to the universal service contribution methodology may be necessary to simplify
and ...... the contribution process for camers. For example, although not mandated by the
COID8lission, IIUUIY carriers choose to recover most. ifnot all, oftheir universal service contributions
tbroUlhline items 011 their customers' bills.II Even though the Commission sets a uniform contribution
factor for universal service, caniers may decide to boost this factor in order to account for
"uncoJlectible" revenue and other variables. We believe that this process may mqWre carriers to engage
in complex calculations in order to fully recover their contnDution costs through a line item on customer
bills.

S. We also have concerns about the exteIlt to which the universal service line item fee
varies from one carrier to the next, even though the contribution factor set by the Commission is unifonn
across carriers. For example, in the fourth quarter 2000, the Commission established a contribution
faetorofS.66U percent.121'he major interexcltange carriers, however, imposed line-item fees on
residential and business customers ranging from approximately 5.9 percent to 8.6 percent.13 For the

747 U.S.C. § 254(d).

• 47 US.C. § 271.

9 For~. iaJts JDO$t ncaat 8DIIUal filiaa with d1e Securities and ExcbaDae Commissioll. AT.tT reponed that
its~services rev..dIcIiDed 13.2%,or12.9 billion, in 2000. See AT&T Corp.. Sli.C. Fenn I6-K405,
filed APril 2, 2001. at 99.

10See~OJJ ofSet:tion 6002(b) of.Onmlbus Bwiget RM:oncilialitm Act of/993. A1WIIMIl Report and
~fff~¥Jriet Co1IditJoIIs Withblpect to~iilJMobik ServIces, Fifth Report, 15 FCC
~ 1"", 1766J-66, 11673-14 (2800) (cIiscuainIpwtb ofwireless te1cc:ommunk:at sector aDd iDcreIsed
~ betwteu:whless-' wire1iDe telecommunications service providers) (F#jIh CMRSCo1IIpetJtton
RIport).

11 We.. tbIt the recovery ofunivenal sc:rvic:e coDtributioos through line items on customer bills is CODSisUIrt
with~vemut_ in which suppliers geaeraUy pass such COlIS OD to dacir customers.

12 See hopowJFourth Quartet" 2000 Universtll Service Contribution Factor. CC Docket No. 96-45. Public
Notice, DA 00-2065 (ret Sep. 8. 2000).

J31he resHemiaI fee in fourth quarter 2000 for Verimn was 5.Sn percent and for AT&T WIS 8.6. S. VeriZOII
TaritfF.C.C. No. I, Section 2.13, issued September 29. 2000 and AT&T TariffF.C.C. No. 27, Sections 3.5.12.8
(continued..•.)
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second quarter of2001, after the Commission established a contribution factor of6.8823%,14 one
intemxdlanp carrier raised its residential line item to 12%.15 This discrepancy between the contribution
factor and the amount carriers cIwJe CODSUJDel'S is inexplicable to the casual observer. Moreover, it
app8'S that some carriers have chosen to recover universal service contributions through a line item on
only certain classes ofcustomers. Some carriers may be recovering uniVersal service contributions from
pre-subscribed customers through line items that are well in excess ofthe contribution factor, while
recovering. through service rates, an unidentified amount ofsuch costs from other customers of services
such as pre-paid calling cards or dial-around service. The end result may be that certain customer classes
are bearing a disproportionate share ofthe carrier's cost ofuniversal service contributions, which could,
in some circumstances, be inconsistent with the Commission's directive that contributors not shift more
than an equitable share oftheir contributions to any custOmer or group ofcustomers. 16

6. The Commission has an obligation to ensure that the universal service contribution
system remains consistent with the statute, is reflective ofcurrent market trends, is simple for carriers to
administer, and does not shift more than an equitable share ofcarrier contributions to any class of
customers. We therefore conclude that we should revisit the issue ofhow contributions to the universal
service fund are assessed on carriers and how carriers may recover such contribution costs from
consumers. In this Notice, we seek comment on how to streamline the assessment and recovery of
universal service contributions, especially in light ofrecent developments in the telecommunications
marketplace, while maintaining a universal service fund that is consistent with the requirements ofthe
Act. We welcome input from all segments ofthe industry, consumer groups, state commissions, and the
members ofthe Federal-State Joint Board on Universal Service (Joint Board).

n. BACKGROUND

A. TlaeAct

7. The assessment and recovery ofuniversal service contributions are governed by a
statutory framework established by Congress in the Act.17 In section 254 ofthe Act, Congress instructed
the Commission to establish support mechanisms with the goal ofensuring the delivery ofaffordable
telecommunications service to all Americans, including consumers in high-cost areas, low-income
consumers, eligible schools and libraries, and ruraJ health care providers.II Section 254(d) ofthe Act
requires that "[e]very telecommunications carrier that provides interstate telecommunications services
shall contribute, on an equitable and nondiscriminatory basis, to the specific, predictable, and sufficient

(Continued ftom previous page) ----------
and 24.1.18.B, issued Febnwy 18,2000. The business fee in fori quarter 2000 for Verizon was 5.877 percent
and for AT&T and Sprint was 8.6. See Verizon TariffF.C.C. Nos. 2 and 3, Sections 2.12 and 2.17, respectively,
issued September 29,2000; AT&T TariffF.C.C. No.1, Section 2.5.9.Cl, issued October 19, 1999 and January 10,
2001; Sprint TariffF.C.C. No. I, issued October 31,2000.

14 See PropostldSecond Quarter 2001 Universal Service Contribution Factor, CC Docket No. 96-45, Public
Notice, DA 01-614 (reI. Mar. 9,2001).

IS MCI Worldcom TariffF.C.C. No. I, Section C 1.061212, issued March 22, 2001.

16 See Universal Service Order, 12 FCC Red at 9199, para. 829.

17 See 47 U.S.C. §§ 201,202,254.

II 47 U.S.C. § 254.
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mech.-• .-bIisMd by tile CommissiClll to pnserve IDd advance universal service.,,19 In addition to
1Iae speoific univerSal.,a provisions ofsectioD 2S4, sections 201(b) and 202(a) oftile Act also
govem CII'rier services and charps.20Section 201(b) requires that all carrier cbarps, practices,
clas~ ancl~ ICfor and in CODDeCtion with" intetstate COIDJDunicatioDs service be just
and r_MIIble, and pves tile CommissioDjurisdietion to euact rules to implement that requirement.21

Secti00202(a)ofdle Act prohibits "unjust or unreasonable discrimiDation" in CODDection with the
provision ofcommUDications services. Section 202(a) also prohibits carriers from making or giving "any
undue or unreasonable preference or advantage to any particular person, class ofpersons, or locality, or
to sub.jlet aD)' particular person, class ofpersons, or locality to any undue or 1ID1'e8SOnabie prejudice or
c:tisad98atage.'>22 Thus, our overarching goal in this Notice is to explore ways to reform and streamline
the universal service contribution methodology so that it remains consistent with the objectives of
section 254, while ensuring that carner conduct regarding universal service stays within the bounds of
I'eIlSOIIahleness that Congress established in sections 201 and 202.

B. TIae CalTellt Metlaodology

8. In the Universal Service Order, the Commission decided to assess contributions on
camers' end-user telecommunications revenues.%! The Commission did so after considering the
R.ecomIaended Decision of1he Joint Board and the record developed at that time.~ Specifically, the
Commission COIlCluded that assessment based on end-user telecommuoications revenues would be
compcJtitively neutral, easy to administer, and would eliminate some economic distortions associated
with an assessment based on gross telecommunications rcvenues.25 At that time, the Commission
declined to adopt a mandatory end-user surcharge to collect contributions, agreeing with the state
members ofthe Joint Board that a mandatory end-user surcharge "would dictate how camers recover
their contribution obligations and would violate Congress's mandate.~ The Commission expressed
concern that mandating recovery through an end-user surcharge might affect camers' flexibility to offer,
for example, bundled services or new pricing options, possibly resulting in fewer options for
consum.-s.~ Instead, the Commission alloWed caniers to decide for themselves whether, how, and how

19 47 U.s.C. § 254(d). See abo 47 U.S.C.§ 2S4(bX4), (5) (Commission policy on universal service shall be
based, in part, on the principles that cOD1ributions should be equitable aDd nondiscriminato, and support
mechaaisJos should be specific, prediclable, and sufficient). The Commission adopted the additional principle that
federal support mechanisms should be competitively neutral, neither unfairly advIntaging nor disadvantaeina
particular service providers orteehnologies. Universal Service Order, 12 FCC Red at 8801-03, paras. 46-51.

20 8«47 C.F.R. §§ 201(b), 202(a).

21 47 C.f.R. § 201(b).

22 47 C.F.R. § 202(a).

23 See UnivenaJ Service Order, 12 FCC Red at 9206, para. 844.

24 FedertIJ-State Joint Board01f llnivfttJJ S#rvice, Recommended Decision, CC Docket No. 96-4S, 12 FCC Red
87 (1996).

25 Univena/ Service Order, 12 FCC Red at 9206-09, paras. 844-50.

26 See id. It 9210-11, para. 853.

~ See id.
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much to recover from their customers.2I The Commission required only that carriers not shift more than
an equitable share oftheir contributioDs to any customer or group ofcustomers, and that carriers provide
accurate, trutbfu1, and complete information regarding the nature of the charge.29

9. In the Second Order on Reconsideration, the Commission set forth the specific method
ofcomp1Ddon for universal service cootlibutions.30 The Commission also designetc:d the Universal
Service Administrative Company (USAC) as the eatity responsible for administering the universal
service support mechanisms, including billing contributors, collecting contributions to the universal
service support mechanisms, and disbursing universal service support funds.31 To collect information
from contributors about their ead-user telecommunications revenues, the Commission required
contributors to submit to USAC a Telecommunications Reporting Worksheet (Worksheet) semi­
annually. Contributions were based on billed end-user telecommunications revenues from the prior
year.32 Therefore, the interval between the accrual ofrevenues by carriers and the assessment of

21 Id

29 Id. at 9199, para. 129, 9211, para. 855.

30 Changes to the Board ofDirectors ofthe National Exchange Carrier Associotion, Inc, CC Docket No. 97-21,
Fet:kral-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order and Second Order on
Reconsideration, 12 FCC Red 18400 (1997) (Second Order on Reconsideration). See also 47 C.F.R. § 54.709.
Section 54.109(a) provides, in relevant pan, that contributions to the universal service support mechanisms shall
be based OIl eontributors' interstate and intemational cnd-user telecommunications revenues and a contribution
factor determined quarterly based OIl information submitted by the Administrator oftile fimd, the Universal
Service Administrative Company (USAC). The quarterly contribution factor is based on tile ratio oftoeal
projected quarterly expenses oftile universal service suppon mechanisms to to1a1 end-user telecommunications
revenues. Thus, contributions are the product ofa contributor's end-user telecommunications revenues multiplied
by a quarta'1y cOIltribution factor that is equal to the ratio oftotal projected quarterly expenses ofthe universal
service support mechanisms to total end-user telecommunications revenues.

31 See Second Order on Reconsideration, 12 FCC Red at 18423-24, para. 41; see also 47 C.F.R. § 54.701.

32 Second Order on Reconsideration, 12 FCC Red 18400, Appendix B; see also 47 C.F.R. 54.711(a).
("Contributions shall be calculated and filed in accordance with the Telecommunications Reporting Worksheet.
The Telecommunications Reporting Worksheet sets forth information that the contributor must submit to the
Administrator [USAe] on asemi-annual basis...."). See Second Order on Reconsideration, 12 FCC Red at
18424, para. 43, 1&442, para. SO, 18501-02, Appendix C. The Commission adopted the Worksheet and auaehed it
as AppeadBc C to the 3IIcondReconsidllration Ordllr. SubseqUent to its issuance oftile Second Order on
Reconsideration, in an effort to reduce administrative burdens on contributors, the Commission consolidated the
reporting requirements for the universal service mechanisms, the Telecommunications Relay Service Fund, the
cost recovery mechanism for administration oftile North American Numbering Plan, and the cost recovery
mechanism for administration of long-term number portability into the FCC Form 499 Telecommunications
Reporting Worlcsbeet. 1998 Biennial Regu/aJory Review - Streamlined Contribrttor Reporting Requirements
Associatedwith Administration o/Telecommunications RelayService, North AmericanNumbering Plan, Local
Number Portability, and Universal Service Support Mechanisms, CC Docket 98-171, Report and Order, FCC 99­
175 (1999); see also Common Carrier Bureau Announces Release o/September Venion o/Telecommunications
Reporting Wor/csheet (FCC Form 499-8) for Contributions to the Universal Service Support Mechanisms, CC
Docket No. 98-171, Public Notice, DA 99-1520 (reI. July 30, 1999); see also Common Carrier Bureau Announces
Release o/Telecommunications &porting Wor/csheet (FCC Form 499-A) for April 1, 2000 Filing by All
Telecommunications Carriers, CC Docket No. 98-171, Public Notice, DA 00-471 (reI. Mar. I, 2000).
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10. In order to eD8UI'e1bat univcnal service con1ributions are ISsessed on revenue data that is
more reflllctive ofcurreot market conditions, we recently reduced the interval between the accrual of
revenues by carriers aDd ISSessm_ ofUDiversal service.contributions based on those revenues from 12
months to aD ava'8&e imervaI ofsix lDOIdIas.u We CODCluded that the shorteDed interval allows
contributions to better ret1ectmarket trends iDfIuenciDg carrier revenues, such as the entry ofnew
providers into the iDteIstate marketplace."

11. The Commission also bas implemented nales and guidelines~ to reduce
administrative burdens for cmain categories ofcarriers. For example, the Commission established an
interim safe harbor for calculating the percentap ofinterstate revenues ofwireless telecommunication
providers for universal service con1ribution purposes. Instead ofreporting their actual interstate and
international end-user telecommunications revenues, wireless carriers may simply report a fixed
percentqe ofrevenues, which ranges from one to IS percent.36 In addition, our rules provide that
interstate telecommunications service providers whose annual universal service contribution is expected
to be less than $10,000 are not required to contribute to the universal service mechanisms.37 Our rules
also provide a limited exception to universal service contribution requirements for carriers with interstate
end-user telecommunications revenues that constitute less than eight percent oftheir combined interstate
and intemational end-user telecommunications revenues.3I

C. MJU"ket CoaditieDs

12. As discussed above, the telecommunications marketplace bas undergone dramatic
changes flat may necessitate a reexamination ofthe way in which we recov. universal service
contributions. For example, we have seen considerable growth in the wireless telecommunications
sector. Because ofIfOwth in the offering ofbundled local and long distance wireless services, many
COIlSUIDefS have increased their use ofwireless long-distance service.39 The number ofwireless

33 For example, contn"butions based on carriers' revenues lICCfUed in January 1hrough June ofone year were
assessed on carriers in Janumy tbrough June ofthe next year.

34 See F..,.aI-State Joiltl Board on Universal Service, Petition/or Reconsiderationfiledby AT&T, CC Docket
No. 96-45, Report and Order and Order on Reconsideration FCC 01-85, at para. 2 (reI. Mar. 14,2001) (Quarterly
RsportmgOn:ler).

35 See id at para. 9.

36 See Fedterol-Slole.h1illt Boardon Universal Service, CC Docket No. 96-45, Memorandum Opinion and Order
and F1J.11Mr Notiee ofProposed ~uJemaking, 13 FCC Red 21252, 21258-59, pIr8S. 13-1S (1998) (WireleD Safe
Harbor <»det-).

37 See 47 C.F.R.. § 54.708. Secticm 254(d) ofthe Act states that tile Commissioll may exempt a emier or class of
caniers:tiom COD1ributiDg to the universal service mechanisms "iftile emier's contribution to the preservation and
advanCflllleDt ofuaiv.... service would be de ",iniIIIis."

3. See 47 C.F.R. § 54.706(c).

39 See, e.g., Fifth CMJtS Competition Rqort, 15 FCC Red at 17675-76 (discussing growth ofnational wireless
calling pIEs, suehas AT&T's Diaital-Qne-Rate plan, Sprint's Free at ClearpJan and Verizon Wireless's
SingleRate plaD).
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telephony IUbscrihcrs rose ftomSS million in 1997 to 86 million in 1999.40 Total interstate and
intematiODfl reveaues for the wireless teJecommunicatioDs industry rose from approximately $2.3 billion
in 1997 to over SS.3 billion in 1999.41 In light oftbe increase in the use ofwireless services and bundled
local and long distance wireless offeriDgs, it is possible that the actual percentage ofinterstate wireless
teleconuawUcatious revenues may now significantly exceed the Commission's interim safe harbor
percentaps.42

13. Other trends in the telecommunications marketplace also may have implications for the
existing contribution methodology. Carriers increasingly"are bundling interstate and intrastate services,
as well as telecommunications and non-telecommunications services. Bundling services in this way may
affect caniers' ability to allocate interstate telecommunications services properly for contribution
purposes.43 In addition, the development of"voice over Internet" technology may have effects on the
amount oftotal revenues reported under the current system:" Finally, there may be additional legal,
technological and market developments that could significantly impact the manner in which universal
service contributions should be made, many ofwhich we cannot even foresee today.4S

14. We also recently have seen several significant developments in the interstate
telecommunications marketplace that may impact the effectiveness ofthe existing contribution
med1odoJo&y, which is based on historical end-user telecommunications revenues. For example, certain

40 See id. at 17746.

41 SeeT~ Industry RevemIes: 1999, available at
hUyj/ww:w,f'Sav~onQgtier!Report&lFCC-Sta!e I JpMes:.htmi at Table 6 (Ind. Anal. Div. reI.
Sept. 25, 2000>; tskcOllf1lltl1licat llftlumy Rtrtwtw: 1997, available at
http://www.fcc.govJBureausleommOD CaqierJReports!FCC-StateLinklJec.html.atTable6(1nd.Anal.Div.rei.
Oct. 8, 1998).

42 See supra discussion at para. 11.

43 See, e.g., PoliCy andRules Corrcerning 11tlentate, lnterexchtmge Marla!tplace, Implementation o/Section
254(g) oftbe COIff","mctJtionr Act 0/1934, as tl1MIUIed. 1998 Biennial RsgrJatory Review- Review o/Customer
Premises Equipment AndEnhanced Services Unbundling Rules In the Intel'e%Chtmge, Exchange Access AndLocal
ExcIttmgeMtriets, CC Docket Nos. 96-61, 98-183, Report and Order, FCC 01-98, at paras. 47-54 (reI. Mar. 30,
2001) (BJI1IdJing Order).

44 The Commission previously has observed that, to the extent that certain Internet-based services, such as 1ntaDet
Protocol (lP) telephony, could be characterized as "telecommunications services," those services would fall within
the Act's JPandatQry requirement that providers of interstate telecommunications service coD1ribute to universal
service mecbaQisms. See Federal-State Joint Board on Univenal Service, CC Docket No. 96-45, Report to
Congress, 13 FCC Red 11501, 11508, para. 14 (1998). The Commission determined that certain forms of"phone­
to-phone" IP telephony services lacked the characteristics that would render them "information services" within
the meaqjag ofthe statute, and instead bear the cbaracteristics of"telecommunicatioDS services." The
CommisIion, however, did not find it appropriate to make any definitive pronouncements in the absence ofa more
complete record focused on individual service offerings. See id. at 11541, para. 83.

4S For example, the Commission has not yet addressed the issue ofwhetber cable operators that provide broadband
transmission service over cable systems are providing "telecommunications service" and, thus, absent
forebearance, should be subject to universal service obligations. See, e.g., I1ItJIIiry Concerning High-Speed Access
to the Intemet Over Cable and Other Faci/ities, GN Docket No. 00-185, Notice of Inquiry, IS FCC Red 19287,
19295-96, para. 20 (2000).
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carriers haw tJaat a contribution meIhodoJoay baed OIl historical revenues may give a
competitiw to new eIl1raafS to the Ioqdistance madcecplace, pll'ticuJarly the RBOCs.. These
new entr8tS are not required to contribute to universal service for six mOD1bs because they have DO

historical nMmUCS upoo which to base concributioDs. Accordingly, these new entrants may be able to
undercut the prices offtnd by established provicIen who are coatributiD& to uoiversaI service. In
subsequent years, to the extent that new entrants increase their long distance market share and recover
contributiCles apiDst current end-user revenues, the revenue base against which they recover
contributioDs would remain greater than the revenue base against which their contributions are assessed,
creaUng a poteatial for a continuing competitive advantage.46

IS. AD assessment mecbaDism based on historical revenues also may create a competitive
disadvant8Je for carriors with decreasing interstate revenues. Recently, we have seen a decline in
wireline IWenue for certain interexcbange caniers.47 To the extent that interexchange carriers continue
to lose market share, they may have to recover from a declining current revenue base their universal
service contributions assessed against a larger revenue base from a prior period.-

m ISSUES POll COMMENT

16. We seek comment on how to stre8mline and reform both the manner in which the
Commission assesses canier contributions to the universal service mechanisms and the manner ill which
carriers may :recover those costs from their customers. Specifically, we seek comment on whether and
how to modify the current universal service contribution methodology. We also seek commOftt on
whetherto~lop a new methodology for assessing and recovering universal service contributions.
Proposed methodologies should be IdIptable to cbanges in the marketpblce, competitively neutral, and
relatively simple to administer. AJthouP we have specific proposals for the assessment and NCOVery of
universal service contributions, as detailed below,· we seek comment on a broad range ofideas about
universal service contributions in general.

A. AsseISmeJlt ofUDivenal Service CoutributioDS

17. As described above. section 254 ofthe Act requires providers of"iaterstate
telccoIDRlIDieatiobs services" to contribute to universal service on an equitable and uonc:IiscrimiII

46 See FedBraI-State Joint BoanJon Uniwrlal Service; Petition/or Forbearancefrom EtiforcemenI of&ctions
54.709 tllld54. 7JJ 0/die COIfIIIIwion'$ RJJes by Operator Communications, Inc. d/b/a Oncor COIf'mrIIIIicatlon.r,
l11C., CC Docket No. 96-45, Further Notice ofProposed RuJemaldng and Order, FCC 00-3S9, para. 9 (rel Oct. 12,
2(00) (Coreiblltiolf F",-,. Notice).

47s.. e.g.. ATaT Co.Ip., S.E.C. Form IG-K40S, filed April 2, 2001, at 99 (CODSUIIler services reveaue declined
13.2%, 01'$1.9 billion, in 2000). AT&T, for example, reports thatreccntreductions in ccmsumer services
revenues pI'immly are "due to a decline in traditional voice services, such as Domestic Dial 1, refIec:ting the
oaping~ve...ofthe consumer long ctistanc:e industry, which bas resulted in pricing pRSSUreS and a
loss ofIUJbt share. Also negatively im.padinc revenue was product substitliDon 1Il4martetm.igratioa away
from direct-dial wireline and higher-priced calIingooCaRl services to rapidly growina wire_ services and lower­
priced pNp8.id-eard services." AT&T predicts that competition and product substitution wD1 continue to
negatively impact its CODSWDer services revenue. Id

...C~on FIII'Iher Notice at para. 10.

e See iTffra discussion at paras. 18-30.
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basis.SO
Th~ in establishing a universal service contribution methodology, the Commission must

choose a way to measure the amollllt ofinterstate telerommunications services provided by each carrier,
so that the Commission can equitably and nODdiscrimioator assess contributions. As previously
mentioned, the Commission has chosen revenues to gauge the amount ofinterstate telecommunications
service provided. Below, we seek comment on whether to continue usiD& revenues as a measure of
interstate telecOllmnmications service and, ifso, how to ensure that a revenues-based methodology
remains consistent with the Act over time. We also seek comment on altemative ways to measure the
amount ofinterstate telecommunications service provided, such as a flat "per-unit" assessment (e.g., a
fixed monetary assessment per-line, per-account, etc.).'1 In commenting on the proposals outlined
below, we ask parties to consider the universal service principles ofthe Act, as well as the burdens on
contributors, consumers, the Commission, and USAC.

1. Asseumeat oa a Rev_ae Basis

18. Under the current universal service rules, the interval between the reporting ofgross-
billed ead-user revenues and the assessment ofcarrier contributions based on those revenues is
approximately six months.52 Although the Commission previously concluded that assessment based on
gross-billed end-user telecommunications revenues is competitively neutral, easy to administer, and
eliminates some economic distortions associated with an assessment methodology based on gross
telecommunications revenues,'3 additional modifications to the current assessment methodology may be
warranted in light ofrapid changes in the telecommunications marketplace. We therefore seek comment
on whether modifications should be made to the manner in which the Commission assesses universal
service contributions.

19. We ask commenters to take a fresh look at how the universal service contribution system
should operata, especially in lilht ofchanging market conditions. We seek comment on ways to simplify
for ca.rriers the assessment and recovery ofuniversal service contributions. Commenters should put forth
proposals that would satisfy the Act's mandate ofequitable and nondiscriminatory contributions, but also
would perhaps decrease or streamline reporting requirements, or enable carriers to simplify the manner
in which d'1ey calculate line-item fees. In order to relieve contributors from having to recover additional
amounts over their assessed contributions in order to cover, for example, costs associated with
uncollectibles and credits, we seek comment on whether universal service contributions should be based
on revenues other than gross-billed end-user telecommunications revenues.

20. Some carriers have argued that the existing mechanism, which is based on historical
revenues, may give competitive advantages to certain new entrants, while disadvantaging carriers with
declining revenues.54 In order to further reduce the interval between the reporting ofrevenues and the

so See 47 U.S.C. § 2S4(e).

'I We note 1bat the Consumer Energy Council ofAmerica JUeDtly issued a report that addresses altemative
methods for assessing universal service contributions. See The Consumer Energy Council ofAmerica, Univenal
Service: Policy /mIes for the 21- CenhIry, March 2001, at 23-27 (CECA. Report).

52 See supra discussion at para. 10.

53 Universal Service Order, 12 FCC Red at 9206-09, paras. 844-50.

54 See supra discussion at para. 14.
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asses....-n oftoIitributions, we seek comment on whether to assess universal service coatributions based
on eutrem or pojlcted rtvtmles. As discussed above, the interval beIweeIl the reportiDgofrevenues and
the UlllssmeDtofcarrier comribudoDs based on those :revenues is approximately six mOldbs. .

21. We also seek comment on measures that should be taken to ensure that the current
contribluioD methodology better reflects cJtanaiDg market conditions. We seekoomment, for example,
on wIdber to CODSi4er mocJifyiDg dle interim safe harbor for the reportiDg ofinterstate and international
end-...revenues by wireless telecommunications providers. We also seek comment on whether to
modify or eliminate the so-caUed de minimis exception, which exempts interstate telecommunications
serviceproviders whose annual universal service contribution is expected to be less than S10,000 from
contributing to the universal service mechanisms.55 We seek comment on how to allocate revenues for
bundled inte.state and intrastate telecommunications and non-telecommunications services.56 Parties
also are encouraged to propose other modifications to the assessment ofuniversal service contributions.

22. We specifically seek comment on a proposal to require camers to contribute to the
univ~ service mechanisms based on a percentage oftheir collected, instead ofgross-bil1ed, interstate
and intnational eAd-user telecommunications revenues." Each quarter, the Commission would
calculate a percentage contribution factor, based either on projected or historical carrier end-user
revenues reported to USAC either on a quarterly or annual basis.51 Caniers then would be required to
contl'ihte, on a mon1h1y basis, an amount equal to the percentage con1ribution factor multiplied by
collectlld inteI~ and intematiODal end-user telecommunications revenue." To enable the Commission
to monitor compliance with the contribution rules and to enable carriers to 'true-up' contribution
amounts, caniers might be required to report their collected revenues on a regular basis.

23. We seek comment on the relative advantages ofthis proposal over the current system for
~ contributions. We specifically seek comment on whether such a proposal would simplify the
asses__t and recovery ofuniversal service contributions for carriers and consumers. Under the
proposei mechanism, for example, carriers no longer would need to engage in complex calculations to
acco_for such variables as uncollected revenues, credits, and the need to recover universal service
contributioas fi'om adeclining revenue base. Because the proposed methodology would be based on
colJecteld, as opposed to gross-billed revenues, it should eliminate a carrier's need to recover fiom
customers amounts in addition to the assessed contribution percentage. We seek comment on whether
the assessment ofcontributions based on a percentage ofcollected revenues would relieve carriers ofthe

55 &Ie i1f1p discussion at para. 31.·

56 &Ie also Brmd/iIlg 01'der at pas. 47-S4 (providing options for allocating universal service reporting revenues
for bundled telecommunications services and Customer Premises Equipment (CPE)/enhanced services).

57 By "collected end-user" revenues we mean end-user revenues excluding uncollectibles IDd credits, but
includiDg revenues ftom the recovery ofUDiversal service conttibutioDS through the line-item. Carriers would
continue" include paSs-tbrougb cl1arIes. ifany. as pan oftheir reporting ofcollected end-user revenues. The
can'ier's cOnttibution base revenue, however, would equaI co11eded end-user revenue divided by one plus the
contribution rate. This, in effect, would impute pass-through charges for all carriers and would remove the
imputed amounts fi'om the carrier's contributions base.

51 See infra discussion ofreporting requirements at paras. 37-38.

$9 Carriers might have the option ofcontributing based on actual collections or billed ~venues less estimates of
uncoUeclibJes.
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need to recover such additional amounts. Furthermore, because a carrier's assessment amount would be
dependent on current collected revenues, rather than historical gross-billed revenues, the proposal would
eliminate CQJlcerns about the interval between the reporting ofrevenues and the assessment ofuniversal
service COIdn"butioDs. The proposed mechanism therefore would not place carriers with declining
interstate ead-user telecommunicatioas revenues at a competitive disadvantage to carriers with
increasing revenues. We seek comment on this aspect ofthe proposal. We also ask commenters to
generally address the issue ofwhether this proposal would satisfy the Act's requimnent that mechanisms
be sufficient and predictable.- We also seek comment on whether this proposal is competitively neutral.

24. Ifan assessment methodology based on a percentage ofcollected revenues is adopted,
we seek comment on whether to continue using the Commission's interim safe harbor for calculating the
percentage of interstate revenues for wireless telecommunications providers. As discussed above, the
rules provide a safe harbor for wireless telecommunications providers when calculating the percentage of
interstate revenues for universal service contribution purposes.61 The Commission currently does not
seek supporting data from cellular, broadband personal communications service (PCS), and certain types
ofSpecialized Mobile Radio (SMR) providersQ regarding their reported percentage of interstate
telecommunications ifthey report at least 15 percent oftheir cellular, broadband PCS, and SMR
telecommunications revenues as interstate.63 The interim safe harbor percentages for paging providers
and SMR providers that do not primarily provide wireless telephony are 12 percent and one percent,
respectively.64 Because wireless telecommunications providers increasingly are offering bundled local
and long distance wireless services in a one-rate package, many consumers may be shifting their long
distance calling from traditional wireline service to wireless service.65 It is possible therefore that the
actual percentage of interstate telecommunications may now significantly exceed the safe harbor
percentages. We seek comment on whether to increase the safe harbor percentages and alternative
methods for allocating interstate and intrastate revenues for wireless telecommunications providers. We
also seek comment on whether all SMR providers should be subject to the same safe harbor percentage
as cellular and broadband PeS providers. Ifan increase in the interim safe harbor percentage is
proposed, we seek comment on what the new percentage should be.

60 See 47 U.S.C. § 254(b)(5).

61 See Wireb Safe Harbor Order, 13 FCC Red at 21257-60, paras. 10-15. The interim safe harbor for the
reporting ofrevenues by wireless telecommUDieations providers was adopted in response to concerns raised by
certain wireless telecommunicatioDs providers regarding difficulties associated with distinguishing between their
interstate aad intrastate revenues. ld at 21254-58, paras. 5-12. The Commission concluded, at that time, that the
interim safe harbor pereemages rea&ODIbly approximated the percentage of interstate wireless telecommunications
revenues gcerated by each category ofwireless telecommunieatiODs provider. ld at 21257, pera. 11. The safe
harbor for cellular. broadband pelJOnal communications service (PeS), and ceJ1ain types ofSpecialized Mobile
Radio (SMR) providers, for example, approximated the nationwide average percentage of iatetstate wireline
traffic. ld at 212S9, para. 13. The Commission emphasized that the safe harbor guidelines were adopted on an
interim. bISis and sought comment on any needed changes to the safe harbor provisions. ld at 21258, para. 12.

62 The Commission cmrently does not seek supporting data ftom SMR. providers that primarily provide wireless
telephony rather than dispatch or other mobile services.

63 ld at 21258-59, para. 13.

64 ld at 21259-60, paras. 14-15.

65 See supra discussion at para. 12.
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2. AII.....to......F......

25. We also seek COIDIDeIlt on a proposal to assess universal service contributions on a flat-
fee basis, such 85 a per-line or per-account charge." The Commission would calculate a flat per-line or
per-account ,..sment on a quarterly basis usiDg projected or historicalliJie..couDts or numbers of
acco. RpOI1IKl to USAC either on a quarterly or aoauaI basis." Each month, carriers would be
requiNdto COD1ribute on a flat-fee basis, based on the caniers' cUl'l'eDt line~ or number of
accounts. The amount ofthe per-line or per-account charge would be the same regardless ofthe level of
interstate reveaue or traffic associated with a given line or account. We therefore seek comment on
whether levels of iDtcntate revenues are relevant in a flat-fee environment. To enable the Commission
to mODilor compliance with the contribution ndes and to enable carrieIs to 'true-up' contribution
amounts, carriers might be required to periodically report their line counts or number ofaccounts.

26. We seek comment on the relative advantages ofassessing contributions on a flat-fee
basis. We specifically seek comment on whether the assessment and recovery ofcontributions on a flat­
fee basis would be simpler for carriers. Similar to the assessment ofcontributions based on a percentaae
ofcollected revenues, assessment on a flat-fee basis may eliminate the need for complex calculations to
determine whether to recover amounts in addition to contribution assessments. Ifwe adopted a
methodology that required carriers to contribute based on their current line counts or number ofaccounts,
the asse$SlDent ofcontributions on a flat-fee basis also may eliminate concerns associated with the
existio& mechanism's interval between the reporting ofrevenues and the assessment ofuniversal service
contributions. We expect that the proposed mechanism therefore would not place competitors with
declinq interstate end-user telecommunications revenues at a competitive disadvantage compared to
competitors with increasing revenues. We seek. comment on this proposal.

27. We seek comment on the extent to which a flat "per-unit" assessment would reduce the
administrative burden for carriers by requiring them only to file line-counts or number ofaccounts by
service and customer category and by relieving them oftheir obligation to periodically report their
revenues. We seek comment on how frequently carriers should report their line or account information.
We also seek comment on the administrative impact ofa flat-fee assessment methodology on USAC as
the administrator ofthe universal service fund.

28. We also seek comment on the resulting consumer benefits ofa flat "per-unit"
asses_. As discQSSed below, to the extent that we adopt carrier recovery limitations, carriers
choosia& to l'IIICqVer tbrouP line items on bills would have identical flat-fee line items on their bills."
We seek COIIUDeDt on whether a flat-fee assessment would result in more equitable recovery ofuniversal
service contributions because all carriers would have the same line-item amount across the board. To the
extent tIJat the Iat..fee assessment is reflected as a line item on customer bills, we also seek commeat on
whethef1his methodology would make it easier for consumers to compare carrier rates.

29. We additionally seek comment on .whether there are any disadvantages to this proposal.
We note, for example, that unlike a revenues-based assessment methodology, a flat per-line or per­
account assessment methodology would not be usage based. Customers would be charged the same

" See, e.g., CECA. Report at 26.

67 See irtfra discussion ofreporting requirements at paras. 37-38.

" See irtfra discussion at p8rL 42.
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amount~ ofthe overall size oftheir bill. We seek comment on whether this proposal might
shift a cUIpropottiOD8te share oftile carrier's universal service contributions to certain customers or
classes ofcustomers, such as low-volume users." Furthermore, the Commission previously decided not
to adopt proposals to calcula1e universal service contn"butions entirely on non-revenues-based measures,
such as on a flat-fee basis.'lV The Commission expressed concern that a non-revenues-based approach
may not be competitively neutral beawse it may inadvertently favor certain services or providers over
others.7l We therefore seek comment on whether such a proposed methodology would be competitively
neutral in today's marketplace.

30. In order to address some ofthese competitive concerns, we also seek comment on how a
flat "per-unit" assessment should be calculated and whether such assessment should vary for different
types of tines and different types ofusers.72 In particular, we seek comment on whether there should be
different flat-fee assessments for residential subscnbers (primary and secondary lines), single-line
businesses, and multi-line businesses. We seek comment on how flat fees should be assessed when
there is more than one provider associated with a particular line, such as a local service provider and a
presubscribed interexchange carrier. We also seek comment on whether there should be different
assessments for different types ofservice offerings, and how those categories should be defined. Finally,
we seek comment on whether there should be different assessments for different types ofservice
providers, such as wireline and wireless telecommunications providers, or subcategories ofproviders
such as paging providers. Commenters should address whether treating different categories ofcustomers
differently will perpetuate or exacerbate any problems that may have arisen under the traditional
approach ofpricing local services differently based on the category ofcustomer. In particular, we seek
comment on whether treating different customers differently would be consistent with the Commission's
universal service, access, and other pro-competitive reforms.

3. 1hMl1Wftis Carrien

31. We seek comment on the impact of these proposals on the current de minimis exemption
to the univelsal service contribution requirement. Under section 54.708 ofthe Commission's rules,
interstate telecommunications service providers whose annual universal service contribution is expected
to be less than 510,000 are not required to contribute to the universal service mechanisms.73 In support
ofthe de minimis exemption, the Commission concluded that compliance costs associated with
contributing to the universal service mechanisms should not exceed contribution amounts.'" To the extent

69 See i,gm proposal to prohibit the recovery ofuniversal service contributions from Lifeline customers at para.
45.

70 See U1Ii't1enalServIce Ortkr, 12 FCC Red at 9210, para. 852.

71 See id.

72 See CECA Report at 26.

73 See 47 C.FeR. § 54.708. Section 2S4(d) of the Act states that the Commission may exempt a carrier or class of
carriers 1rom contributing to the universal service mechanisms ''ifthe carrier's conanDutiOll to the preservation and
advancement ofUDiversai service would be de minimis." See 47 U.S.C. § 2S4(d).

7.. See Federal-State Joint Boardon Universal Service, Fourth Order on Reconsideration in CC Docket No. 96-45,
Report and Order in CC Docket Nos. 96-45, 96-262, 94-1, 91-213, 95-72,13 FCC Red 5318, 5465, para. 295
(1997).
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that the admiDistrativecosts ofcODlribatiDg to die universal service mecbaDisms have decliDed over time,
we seek comment on whether the de llfinimis exemption should be modified or eliminated. In particular,
we seek cemment fmnl de miJfimi6 carriers OIl tile administrative burdens associated with requiring them
to conti'" to 1Ile .iversal.-vicle aecMai-l. We request comment from USAC on the
adminislrltive burdebs associated with processing acIditioaal filiDp from de mill.., canitrI. We also
seek comment on wbedter and how carriers should true-up contribution 8IIlOUI1tS to reflect cbanges in
their de minbnis status dming the relevant reporting period.

4. LiJDited Iatel'lUltioJlal RevelllleS Exception

32. We also seek comment on wheIber to modify the limited exception to our contribution
require8Mms for emriers with a low peICOJltage of interstate end-user telecommunications revenues.
Under sMtion 54.706(c) ofour rules, a provider of interstate and international telecommunications is not
required to CODtrIbu1e besecl on its internatioaal teJeoommunications end-user revenues·if its interstate
end-user telecommunications revenues constitute less than eight percent of its combined intelstate and
intemational end-user telecommunications revenues.7

' The rule is intended to exclude from the
contributioo bese the international end-user telecommunications revenues ofany telecommunications
provider whose anual contribution, buecl on the provider's interstate and international end-user
telecotnlDUllications revenues, would exceed the amount ofthe provider's intelstate end-user
telecommunications revenues." When the rule was implemented in November 1999, the universal
service contribution factor was 5.8995 percent,77 and the Commission anticipated that the universal
service contribution factor would not exceed eight percent in the near future.7I As discussed previously,
the COIIldlission recently established a universal service contribution factor of6.8823 percent.19 We
therefore seek comment on whether to increase the percentage threshold for camers to qualify for the
limited international revenue exception to our universal service contribution requirements. We also seek
comment on whether and how to modify the limited international revenue exception ifwe adopt a
proposal to assess contributions on a flat-fee basis. We specifically seek comment from camers with a
low percentage of interstate ettd-user telecommunications revenues.

5. Fund S1IfIIcieDey

33. We seek comment on ways to ensure fund sufficiency under the proposed assessment

'7S See 47 C.F.R.. § S4.706(c); see also Federal-State Joint Boord on Universal Service. Acces.r Charge Reform,
Sixteen1h Order OS Reconsidcndios in CC Docket No. 96-45, Eighth Report and Order in CC Docket No. 94-45,
Sixth Report and Order in CC Docket No. 96-262, 15 FCC Red 1679-80, 1687, para. 19 (1999). The Commission
concluded that the rule is consistent with the determination oftbe United States Court ofAppeals fortbe Fifth
Circuit that requiring a carrier to pay more universal service COIdributions than it derives ft'om iDters1ate revenues
violates the requirement in section 2S4(d) oftbe Act that universal service contributions be equitable and
nondiscriminatory. See id (citing Te:xtlS Office ofPublic Utility Counsel 'V. FCC, 183 F.3d at 434-35).

16Id

77 See Pr:apos«lFtnII'tIt QuDt1er 1999llniYersolStttWce COJrIriIndion FQCtOI'p Novem1HJr and~ 1999,
CC Docbt No. 96-45, Public Notice, DA 99-2109 (reI. Oct. 8, 1999).

11 Id

19 See P1'tJPOSedStJc01fd Qut;rter 2001 UnIversal Sttnice Contri#ndion Factor, CC Decbt No. 96-45, Public
Notice, DA 01-614 (reI. Mar. 9, 20(1). .
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methodologies. The current assessment methodology, which uses historic81 revenue data from a prior
quarter, does not raise significant fund sufficiency issues because theCommissioD knows the exact
amount ofthe revenue base when it calculates carrier contribution assessments.1O The streamlined
assessmeat proposals wouId require the Commission to calculate the quarterly ~ntribution factor based
on an estimate ofuniversal service fimding requimnents (as it does now) and an estimate ofcollected
revenues, line counts, or accounts in the next quarter. Because the Commission cannot predict with
complete accuracy the collected revenues, line counts, or accounts in each quarter, the proposals create
the possibility, however remote, ofan occasional shortfall in the universal service fund. We seek
comment on which ofthese approaches, a revenues-based proposal or a flat-fee proposal, is more likely
to result in a shortfall in the fund, and on the likely magnitude ofa shortfall. We emphasize that
commenters should address the issue ofwhether these proposals would satisfy the Act's requirement that
universal service mechanisms be sufficient and predictable.II

34. We ask commenters to address whether a reserve should be established to guard against
anune~ shortfall in the fund that may result ifCommission estimates are not correct. To the
extent that a reserve fund is appropriate, we seek detailed comment on the appropriate size ofsuch a
reserve, factors impacting its size, and how a reserve fund should be collected and maintained.

35. We also seek comment on an alternative method to ensure fund sufficiency that would
not require the creation ofa reserve fund. Currently, USAC allocates collected contributions into
separate accounts for the different universal service mechanisms (i.e., High-Cost, Low-Income, Schools
and Libnuies, and 1Wral Health Care). In the event ofa shortfall in a particular account, we seek
comment on a proposal to cover the shortfall using available funds from a different mechanism's
account. We ask for comment on whether this alternative would be appropriate or useful and whether a
reserve fund might still be necessary.

36. We also seek comment on the methodology the Commission should use, for purposes of
establishing a quarterly contribution factor, to estimate collected revenues, line counts, or accounts. For
example, we seek comment whether estimates ofcollected revenues, line counts, or accounts should be
based on historical data or trends from prior periods or on future projections. As an alternative to the
Commission estimating carrier revenues, line counts, or accounts, we seek comment on whether to
require carriers to submit annual and/or quarterly estimates of their collected interstate and international
end-user revenues, line counts, or accounts, which would serve as the basis for quarterly assessments.
We seek comment on the advantages and/or disadvantages ofbasing quarterly assessments on the
carriers' own estimates as opposed to the Commission's estimates.

6. Carrier Reporting

37. We seek comment on whether and how these proposals would reduce existing canier
reportiDa requirements. Under the revised methodology we recently adopted, carriers will report their
gross-billed end-user telecommunications revenues on a quarterly basis in FCC Form 499-Q, and on an
annual basis in FCC Form 499-A.12 We seek comment on whether carrier reporting requirements should

10 We DOte that there still are fund sufficiency issues under the current assessment methodology when, for
example, carriers are delinquent on their debts to USAC.

81 See 47 U.S.C. § 2S4(b)(S).

12 See supra para. 10; see also Quarterly Reporting Order at paras. 10-1 S~
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be~ Cf)Ilsisteat witb these proposals, and on the administrative burdens such chaDges would
imPQllllt on carriers. In p81'ticuJar, we seek comment on wbeIher carriers should report their collected
rev--._ COUDts, or number ofaccouDts on a querterly and/or annual basis. We additionally seek
~ on the Idministrative bUrdens associated with requiring carriers to submit quarterly and/or
annUlI reports oftheir'~ or historical collected revenues, line counts, or number ofaccounts.
WbIn possible, commentors, especially small businesses, should quantify the costs and benefits of
vari~appt'OICbes. We also seek COIDIDeDt on whether USAC should use the data submitted by carriers
on a qurterIy and/or annual basis to perform true-ups on contributions.

38. We further note that the revenue information currently reported in FCC Form 499-A also
is used for the Telecommunications Relay s-vice, North American Numberina Plan, Local Number
Portability, and regulatory fees administration programs.a Any changes to the information submitted in
FCC Form 499-A could impact these other programs. We seek comment on such impact, as well as
proposals to minimize this impact. Commenters should address whether changes in information
subuai1ted would be inconsistent with any statutory or other requirements for these non-universal service
programs.

7. EaforeelDellt &: Auditiag

39. Commentets are invited to address whether we should require additional steps to ensure
that, UIIder the measures proposed herein, carriers accurately report the relevant information and
contribUte ina tillIely mamter. For example, we seek comment on whether USAC should have additional
oversiPt responsibilities to monitor carrier compliance with reporting and contribution requirements. In
additiall, we seek comment on proposals that would minimize the potential for carrier gaming and on the
extent to which fund sufficiency could be affected by a carrier's ability to underreport in the early
months ofa reporting period in order to reduce current contribution obligations."

8. AdJDiJUstrative :a.nIe. oa USAC

40. We additionally seek comment on the administrative burdens associated with modifying
the c1lltent mechanism for assessing universal service contributions. In particular, we ask USAC to
quantity the administrative burdens associated with the above-described proposals. For example, we
seek comment from USAC on the administrative costs associated with carrier reporting obl.igatioDS under
the proposed assessment methodologies. We also ask USAC to comment on the costs associated with
ensuring that carriers accurately report revenues, lines, or accounts and contribute in a timely manner.

9. TrauidoD

41. We also seek comment on how to transition :fiom the existing contribution assessment
lIlethodG.togy to the proposed rqimes. In p81'ticuJar, we ask commemers to addIas the tiJaing ofsuch

a Caniers CUl'I'eDtly report this information on the FCC Form 499-A.

14 Becawie the 1SIessme.nt ofUlliversai service contributioDs cuucntly is based on gross-biDed~ reported
on a qulllterly basis and because the contribution factor changes fi"om quarter to quarter, caniers may have an
incentive under OUT current contribution methodology to underreport revenues in one quarter and overreport
revenues in another quarter in order to minimize contribution obligations. We note, however, that such
underreporting does not resuh in a fund shortfall because the same revenue base is used to calculate the
contribution factor and assess contributions.
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transitions, including when carriers should be required to begin contributing to the universal service
mechanisms under the new regime, and how to "close-out" the assessment ofcontributions under the
existing methodology.

B. Recovery ofUaivenai Serviee Coatribatio..

42. To ensure1hat carrier recoveJY ofuniversal service COD1ributicms remains within the
bounds ofreasonableness as prescribed by sections 201 and 202 oftile Act,IS we also propose to limit the
fleXIbility previously afforded carriers in the recovery ofuniversal service obligations. Under our
proposal, carriers would still have flexibility to recover their universal service contributions from end
users, sbouldthey choose to do so, either through rates or through a line-item or "surcharge" on end user
bills. Ifa carrier chooses to recover its contributions through a line-item charge on customer bills,
however, we propose to require carriers to do so through a uniform line-item that corresponds to the
prescribed percentage, per-line, or per-account assessment established by the Commission on a quarterly
basis. To the extent that the line item appears on customer bills, carriers would be required to impose the
line item on a uniform basis. We further propose to require carriers to describe the line item on
customers' bills as the "Federal Universal Service Charge."" Camers would not be permitted to
represent any other line item on end-user customer bills as a federal universal service charge.

43. We seek comment on the relative advantages ofthis proposal over our current rules
regarding the recovery ofuniversal service contributions. In particular, we invite commenters to address
whether the uniform line-item would benefit consumers by requiring carriers that choose to pass the
costs oftheir contributions on to customers as a line-item to do so in a uniform manner. We also invite
commenters to address whether this recovery approach will prevent carriers from recovering through the
line item more than the camers' universal service con1ribution obligations deriving from that customer.
We additionally ask commenters to address whether the proposal will result in bills that are simpler and
easier to understand. We particularly seek comment from consumer groups on the benefits ofthis
proposal.

44. We also seek comment on whether there are any disadvantages to requiring carriers that
recover universal service contributions through a line-item on customer bills to do so through a uniform
line-item that corresponds to the prescribed assessment amount. We particularly seek comment from
carriers on whether this proposal imposes any costs and whether these costs outweigh the benefits. We
also seek comment on whether our proposed recovery limitation would unnecessarily reduce carriers'

IS See supra discussion at para. 7.

86 In 1hetruth-in-billin, proceedjn,. the Commission adopted a pideline requirina carriers to use cJar.
standardized labels on telephone bills to refer to line-item cIwps associated witb federal reaulatory action.
Truth-in-Billing andBilling Format, First Report and Order andFurther Notice ofProposedRulemaking. CC
Docket No. 98-170. 14 FCC Red 7492. 7522-33. paras. 49-64 (1999) (TIB Order andFNPRM), reconsit/eratkm
granted inpart. Order on Reconsideration, IS FCC Red 6023 (2000), Errata, 15 FCC Red 16544 (Com. Car. Bur.
2000). The Commission adopted trutb-in-billinl principles and auidelines to improve consumers' understanding
oftbeir telephone bills. We note that, in the TIB Order andFNPRM. the Commission sought comment on specific
standard labels to be used on bills when referring to various line-item charges relating to federal regulatory action.
including local number portability and subscriber line charges, in addition to charges atttibuted to the universal
service fund TIB Order andFNPRM. 14 FCC Red at 7537, para. 71.
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pricing fIaibiIity,. raulting in fewer options for CXlIISUIBeI'$.I7

1. Ufelille EBeption

45. We also seek comment on whether all carriers Jhould be pnjhibited ttom recovering
universal service contributions ttom Lifeline customers.D The Commission's Lifeline support program
is desiped to incIease subscribership by reducing quaIifyiDg low-income CODSUDlIrS' monthly basic
local service charps.19 UnderCUl'NDt rules, price cap LEes may not recover universal service
contribudeDs 1iom UfeIine customers.90 Under this proposal, however, all carriers would be prohibited
tioJD recoveriDI UIli..-sa1 service conuibutiODS tiom low-income consumers nceiving Lifeline
disc::oums, but 'WOUldCODtillue to be permitted to recover contributions from other low-income and/or
low-vo'" COIIIUDlCl'S. We seek comment on whether this proposal would address concerns that a flat­
fee~methodology might shift a disproportioDat share ofcarriers' universal service
CODtributions to low-volmne users, who may also be low-income customers, or whether additional action
is needed. We seek COIDIDent on whed1er prohibiting recovery ofUDiversal service contributions from.
Lifelinecustomers is consistent with statutes and regulations governing the assessment and recovery of
UDiversal service contributions. In particular, we invite comment on whether this proposal will promote
equitable and nondiscriminatory UDiversal service contributions.'l We also seek comment on whether
this proposal would increase the likelihood ofa shortfall in the fund, and, if so, how to minimize the
likelihood ofsuch a fUDd shortfall For example, we seek comment on whether to exclude Lifeline
customer revenues, lines, or accounts from. the contribution base. We seek comment on whether to
require carriers to separately report their Lifeline customer revenues, lines, or accounts in their reports to
USAC, aad on any administrative burdens that such a requirement would impose on carriers and
USAC.92 We also invite comment on whether non-LECs would be able identify Lifeline customer
revenues, lines, or accounts. To the extent that non-LEes may be unable to identify Lifeline customer
revenues, lines, or accounts, we seek comment on whether to only extend this requimnent to non-price
cap LEe providers ofservices to Lifeline customers.93 We additionally ask commenters to describe how
carriers that recover universal service contributions from end-users through their rates would exclude
such contributions from Lifeline customer rates. We ask commenters to address any other administrative
burdens associated with this proposal. Finally, we seek comment on other proposals that would ensure

17 As discussed iQ par..aph 49 irfra, the Commission has previously expressed concern about limiting carriers'
pricing flexibility.

II See 47 C.F.R. §§ 54.401,54.403 (describing Ufetme program).

19 See UniMnal Service Order, 12 FCC Red at 8952-53, para. 329. Lifeline customer eligibility criteria are
outlined in section 54.409 ofour rules. See 47 C.F.R. § 54.409.

90 See 47 C.F.R. § 69.158; see also Access Charge RIform, Sixth Report and Order in CC Docket No. 96-262 and
94-1, Report IIIId Ord« in CC Docket No. 99-249, Elevemh Report IIIId Order in CC Docket No. 96-45, FCC 00­
193, at .... 211-220'(rel. May 31, 2000) (J1fNnIIlJe A,,",-, UniventJ/ Service 0riJsr).

'I See 47 C.F.R. § 2S4(d).

92 See S7IJ1'"Il discussiOll ofcarrier reporting requirements at paras:37-38.

93 See 47 C.F.R. § 54.-405 (oblipting eJilible telocommUDicatioDs carrier to offer Lifeline services). As discussed
above, pftoe ClIp LEes already ... probibited &om recoverma universal service COJltJ'ibuDoas from Lifeline
customers.
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that low-income customers would not be unfairly burdened under our contribution and recovery
proposals.

2. Recovery UmitatioDs for Iaaabeat LoeaI Esdt...Carrien

46. We also seek comment on the impact ofour proposed recovery limitation on existing
guidelines governing incumbent LEe recovery ofuniversal service contributions.M R.ate-of-return
incumbent LEes are permitted to recover universal service contributions through access charges or
tbroughend-user charges." The Commission recently adopted separate IU1es governing price cap LEC
recovery ofuniversal service contributions." Ifa price cap LEe recovers some or all of its universal
service contributions, the price cap LEe shall recover those contributions through a charge to end users
other than Lifeline users.97 Price cap LECs may recover this rate element on a per-line basis or as a
perceotIge ofinterstate end-user revenues, and, at the option ofthe carrier, it may be combined for
biUingpurposes with other end-user rate elements.1lI We recently sought comment on whether to impose
similar requirements on rate-of-retum LEes." We therefore seek comment on whether any new
recovery limitation should apply to incumbent LECs.

3. Legal Alltbority

47. We seek comment on our authority to impose these constraints on carriers' recovery of
universal service contributions from their customers. We seek comment on whether sections 4(i), 201,
202, and 254 ofthe Act provide sufficient authority to adopt these proposals.Joo We also askcommenters
to address whether these proposals raise First Amendment or other constitutional concerns, and, ifso,
how we should address those concerns? Would these proposals be consistent with the Commission's
other policies and regulations, including the Commission's goals ofpromoting competition,

M See Sllpl"Q discussion at n. 5.

" See Universal Service Remand Order, 15 FCC Red at 1693, para. 33.

"See Access Charge Reform, Sixth Report and Order in CC Docket No. 96-262 and 94-1, Report and Order in
CC DooketNo. 99-249, Eleven1b. Report and Order in CC Docket No. 96-45, FCC 00-193, at para. 218-220 (reI.
May 31, 2000) (l'llterstate AccelS Universal Service Ort:kr).

97 See 47 C.F.R. § 69.158.

9IId

" See Multi-Association GrOllp (MAG) Planfor Regulation ofInterstate Services ojNon-Price Cap Incumbent
Local Ex4hange Carriers and Intere:xchange Carriers, CC Doc/cet No. 00-256, Federal State Joint Boardon
UniverJlll Service, CC Docket No. 96-45, A.ccess Charge Reformfor Incumbent Local Erchange Carriers Subject
toRatHJ.fR6lum~ CC Docket No. 98-77, Prescribing the AuthorizedRDte ofReturn for Interstate
Servica o/LocalExchange CanWrs, CC Docket No. 98-166, Notice ofPJopoIOd RnIaNking, FCC 00-448, at
para. 18 (reI. Jan. 5,2001) ("Should we adopt a provision limilarto that included in the CALLS Ordtr for
recovery Ofuniversal service contributions 1hrougb a separate rate elemalt or IiDe item?"). We additionally note
that the United States Court ofAppeals for the Fifth Circuit recently held that, under section 254(e) ofthe Act, the
Commission may not permit incumbent LECs to recover implicit universal service subsidies through interstate
access dllr&es. Sse Comsat Corp., et aI. Y. FCC, No. 00-60044, at 22 (sti' Cir. May 3, 2001).

100 See 47 U.S.C. §§ 154(i), 201,202,254.
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deregulatioD, inDovation, and univm'S8l service?

41. We specifically invite commenters to address whether the recoveJY limitation proposal
described above is CODSistmt with the requiNm.elats ofsection 2S4(d) ofthe Act, including the
requiremmt that "[e]veJY telecommunications carrier" contribute to the fedeiaI universal service
mecbaniJlbs.10I We believe that the modifications to the recovery ofuniversal service contributions that
we propOIIe today are CODSisteat with section 2S4(d) ofdie Act. Under the proposal, the obligation to
contribuee to universal service would .remaiD with providers ofiatetstatetelecomm~onsservices, as
the statute envisions. The requiJemeat that C8I'IWs impose a uniform pescribed liDe-item on customer
phone bills would only be triggered ifthe carrier cbose to pass its contribution costs through to its
customers as a Iiae item.

49. We believe that our proposal to limit recoveJY is distinpishable fiom the mandatory
end-user surchqe that was rejected by the Commission ia the Universal Service Order. In the 1997
UniverSDl Service Order, the Commission declined to adopt a mandatory end-user surcharge to collect
contributions to the universal service support mecbanisms.102 The Commission agreed with the state
members ofthe Joint Board that a mandatory end-user surcharge "would dictate bow carriers recover
their contribution obligations and would violate Congress's mandate."I03 At that time, the Commission
was concerned that mandating recovery through an end-user surcharge might affect carriers' pricing
flexibility, resulting in fewer options for consumers.104 The Commission also stated that "an end-user
surcllarae is not necessary to ensure that contributions be explicit."105 As explained above, we are not
proposiDa to mandate that carriers recover their universal service contributions through an end-user
surcharge. Rather, should a carrier elect to recover its contributions directly from its customers in the
form ofa line item on the bill, we would merely limit the amount, and the labeling, ofthe line item.106

Carriers would retain the flexibility to recover their universal service contributions through their rate
structure.107

101 47 U~S~. §2S4(d).

102 See Universal Service Order, 12 FCC Red at 9210, pan. 853 ("we agree with the Joint Board and !eject
commeoters' SUUestions that the Commission mandate that carrier recover contributions through an end-user
surcharae'")·

103 See id.

104 See iii.

105 See itt ..9211, para. 854.

106 In the1IUd1-iD-billiqpmcee4inc, tile CommiMion adoptecl guidelines requirina CIIriers to provide fun and
non-mis_" cIeIcripticlas ofliae-item cbarJe$ OIl telephone bills. See TlB Or..~FNPRM,14 fCC Red at
7522·75,.., pInII.49-64. The CnmmisQJn focqllld primarily OIl tbree types ofIine-item chlrges tbat result fi'om
federal..llItorylCtioD: (1) aniwrsll~ fees; (2) subscriber line charges; and (3) local number
pone_chirps. S- id. at 7S23-25, pIIaS. SI-S2

107 See SJlP'a, para. 40. See also Federal-state Joint Board on Universal Service, CC Docket No. 96-4S, Second
RecoIIllDlllded Decision, 13 FCC Red 24744, 24771-72, paras. 69-70 (Jt Bd. 1998).
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IV. PROCEDURAL ISSVES

A. hParte

50. This is a non-restricted notice and comment rulemaldng proceeding. Ex ptlI1e
presentations are permitted, except during the Sunshine Agenda period, provided they are disclosed as
provided in the Commission's rules.I.

B. IJIitiaJ Paperwork RedudiGn Act of1995 AaaIysis

51. This Notice contains either a proposed or modified infonnation collection. As part ofa
continuing effort to reduce paperwork burdens, we invite the general public and the Office of
Management and Budget (OMB) to take this opportunity to comment on the information collections
contained in this Notice, as required by the Paperwork Reduction Act of 1995, Public Law 104-13.
Public and agency comments are due at the same time as other comments on this Notice; OMB
comments are due 60 days from the date ofpublication ofthis Notice in the Federal Register. Comments
should address: (a) whether the proposed collection of information is necessary for the proper
performaace ofthe functions ofthe Commission, including whether the information shall have practical
utility; (b) the accuracy ofthe Commission's burden estimates; (c) ways to enhance the quality, utility,
and clarity of the information collected; and (d) ways to minimize the burden ofthe collection of
information on the respondents, including the use ofautomated collection techniques or other forms of
information technology.

C. IDitial Regulatory Flexibility Act ADalysis

52. As required by the Regulatory Flexibility Act (RFA),I09 the Commission has prepared
this Initial Regulatory Flexibility Analysis (IRFA) ofthe possible significant economic impact on small
entities by the policies and rules proposed in this Notice ofProposed Rulemaking. Written public
comments are requested on this IRFA. Comments must be identified as responses to the IRFA and must
be filed by the deadlines for comments on the Notice provided below in section IV.D. The Commission
will send a copy ofthe Notice, including this IRFA, to the ChiefCounsel for Advocacy of the Small
Business Administration.IIO In addition, the Notice and IRFA (or summaries thereof) will be published
in the Federal Register. 111

1. Need for ad Objectives of the Proposed Rules

53. The Commission seeks comment in this Notice as a part of its implementation of the
Act's mandate that "[e]very telecommunications carrier that provides interstate telecommunications
services shall contribute, on an equitable and nondiscriminatory basis, to the specific, predictable, and

I. See generally 47 C.F.R. §§ 1.1202, 1.1203, 1.1206(a).

109 See S U.S.C. § 603. The RFA, SIJe S U.S.C. § 601 et. seq., has been amended by the Contract with America
Advancement Act of 1996, Pub. L. No. 104-121, 110 Stat. 847 (1996) (CWAAA). Title II oftbe CWAAA is tbe
Small Business Regulatory Enforcement Fairness Act of 1996 (SBREFA).

110 See S U.S.C. § 603(a).

111 See id
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sufficientmechanisms established by the Commission to preserve and advance universal service.,,112
Specifically, we seek comment on how to streamline and reform both the manner in which the
Commission assesses carrier contributions to the universal service fund and the manner in which carriers
may recover 1bose costs ftom their customers.I13 We seek comment on whether and how to revise the
universal.-vice coatribution JUthodoIogy. We seek comment on specific proposals to require carriers
to contribute based on a percentage ofcollected revenues, or to contribute on the basis ofa flat-fee
charge, such as a per-line charge. Additionally, we seek comment on limiting the manner in which
carriers recover contribution costs from end users. Ifcarriers choose to recover universal service
contributions from their end users through line items, we propose to require carriers to do so through a
uniform universal service line item that corresponds to the contribution assessment on the carrier.

1. LeplBuD

54. The legal basis as proposed for this Notice is contained in sections 4(i), 40), 201-205,
254, and 403 oftile Communications Act of 1934, as amended by the Telecommunications Act of 1996,
47 U.S.C. §§ 4(i), 4(j), 201..205, 254, 403.

3. Description and Estimate of the N••ber of SDUtII Elltities to Which RDIeI
Will Apply

55. The Commission's contributor reporting requirements apply to a wide range ofentities,
including all telecommunications carriers and other providers of interstate telecommunications services
that offer telecommunications services for a fee.1l4 Thus, we expect that the rules adopted in this
proceeding could have a significant economic impact on a substantial number ofsmall entities. Ofthe
estimatodc5,OOO &lers of the Telecommunications Reporting Worksheet, FCC Form 499, we do not know
how mallY are smallentities, but we offer below a detailed estimate ofthe Dumber ofsmall entities
within each ofseveral major carrier-type categories.

56. To ostimate the number ofsmall entities that could be affected by these proposed rules,
wefirst~the statutory definition of"smal1 entity" under the RFA. The RFA generally defines the
term "small entity" as haviDg the same meaning as the terms "small business," "small organization," and
"small govemmentaljurisdiction."n5 In addition, the term "small business" has the same meaning as the
term "small business concern" under the Small Business Act.1I6 A small business concern is one that:

112 47 U.S.C. § 2S4(d). See also 47 U.S.C.§(b)(4),(S) (Commission policy on universal service shall be based, in
part, on thepriaciples1hat contributions should be equitable and nondiscriminatory, and support mechanjsms
should be 1pedfic, predictable, and sufficient).

113 See ntpra discussion at paras. 2-3.

114 47 C.F.R. §§ S2.17 (applying to all telecommunications carriers), 54.703 (applyina to every
telecommunications cmier that provides interstate telecommunications services, every provider of interstate
telecommunications that offers telecommunications for a fee on a non-common camel' basis, and certain
payphoao~), _ 64.604(c)(4)(iii)(A) (applying to every canier providing interstate telecommunications
services). We note that the COIIUDission's rules for unive.asaJ service exempt certain small contributor5, i.e.,
contributors that have revenue below a staNd tbnshold. 47 C.F.R. § 54.705.

lIS 5 U.S.C. § 601(6).

116 5 U.S.C. § 601(3)(incorporatincby referencethe definitionof"small businessconcem" in IS U.S.C. § 632).
Pursuantto the RFA, the statutorydefinitionofa small businessapplies"unlessan agency, after consultationwith the
(continued•...)
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(1) is iDdependf;ntJy owned and operated; (2) is not dominant in its field ofoperation; and (3) satisfies
any additioDaI critelia estabtished by the Small Business Administration (SBA).117 A small organization
is genenl1ly "any not-for-profit enterprise which is indepeDdently owned and operated and is not
dominallt in its field."111

57. The SBA has defined a small business for St8Ildard IDdustrial Classification (SIC)
categories 4812 (Radiotelephone CommUDications) and 4813 (Telephone Communications, Except
Radiotelephoae) to be small entities when they have no more than 1,500 employees.lit We first discuss
the n18ber' ofsmall telephone companies falling within these SIC categories, then attempt to refine
further those estimates to correspond with the categories oftelecommunications companies that are
CODlIIlOAIy used under our rules.

58. A "small business" under the RFA is one that, inter alia, meets the pertinent small
business size standard (e.g., a telephone communications business having 1,500 or fewer employees),
and "is not dominant in its field ofoperation."uo The SBA's Office ofAdvocacy contends that, for RFA
purposes, small incumbent LECs are not dominant in their field ofoperation because any such
dominance is not "national" in SCOpe.121 We have therefore included small incumbent LECs in this RFA
analysis. although we emphasize that this RFA action has no effect on Commission analyses and
determinations in other, non-RFA contexts.

59. The most reliable source ofinformation regarding the total numbers ofcommon carrier
and related providers nationwide, including the numbers ofcommercial wireless entities, appears to be
data the Commission publishes annually in its Trends in Telephone Service report.l22 According to data
in the most recent report, there are 4,822 interstate carriers. These carriers include, inter alia, incumbent
local exchange caniers, competitive local exchange~ competitive access providers. interexchange

(Continued from previous page) ----------
Office ofAdvocacyoftbe Small BusinessAdministrationand afteropportunityforpublic comment, establishesone
or more defiDitioDsofsuch tenD which are appropriateto the aetivitiesofthe agency and publishessuch definitioD(s)
in the FederalRegistcr." 5 U.S.C. § 601(3).

117 SmallBusinessAet, 15 U.S.C. § 632.

111 5 U.S.C. § 601(4).

lit 13 C.F.R. § 121.201. Categories4812 and 4813 have recentlybeen reclassifiedas NAICS codes 513321, 513322,
51331,and 51334.

120 5 U.S.C. § 601(3).

121 Letter from Jere W. Glover, SBA, to Cbmn. William E. Kennard, FCC, datedMay 27, 1999. The SmallBusmess
Act containsa definitionof"sma11businessconcern,"which the RFA incorporates into its own definitionof"small
business." See 15 U.S.C. § 632(a)(SmalI BusinessAct); 5 U.S.C. § 601(3) (RFA). SBA regulations interpret"small
businessconcem"to include the conceptofdominanceon a Dationalbasis. 13 C.F.R. § 121.102(b). Since 1996, out
ofan abundanceofcautiOD, the Commissionhas includedsmall incumbentLECs in its reguJatorytlexibilityanaJyses.
See, e.g., Implementationofthe LocalCompelitionProvisionsofthe TelecommrmicationsAct of1996, CC Docket
No. 96-98, First Report and Order, 11 FCCRcd 15499, 16144-45(1996).

122 FCC, Common CanierBureau, IndustryAnalysisDivision, Trends in Te/ephoneService, Table 16.3 (December
2000) (Trends Report).
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carri-.cother wireIiDe carn.s aad service providers (includiDa sbared-taIIDt service providers and
pRY- -.rills), operator serriceproviclen, pay telephone operators, providers oftelephoae toll service,
wireless carriers and services provicIen, ana Nlellers.

60. TOIQ/ Number ofTelephone Companies Affected The United States Bureau ofthe
Census ("the Ceosus &r.u") reports that. at tile ead of 1992, there Wore 3,497 firms engaged in
provi_ te1epIaoDe services, as dofiaed "'ein, for at leut one year.123 This number contains a variety
ofdiffMmt categories ofcarriers, includina local excbenp carriers, interexchanp carriers, competitive
access provida's, cellular carriers, mobile service carriers, operator service providers, pay telephone
~ PeS providers, covered SMR. providers, and ~llers. It seems certain that some ofthose
3,497 telephone service firms may not qualify as small entities or small incumbent LEes because they
are not "independently owned and operated."I24 For example, a PCS provider that is affiliated with an
interexcbange carrier having more than 1,500 employees would not meet the definition ofa small
business. It seems reasonable to conclude, therefore, that fewer than 3,497 telephone service finns are
small entity telephone service finns or small incumbent LEes that may be affected by the decisions and
rules adopted in this Order.

61. Wire/me Carriers andService Providers. SBA has developed a definition ofsmall
entities for telephone communications companies other than radiotelephone companies. The Census
Bureau reports that, there were 2,321 such telephone companies in operation for at least one year at the
end of 1992.125 According to SBA's definition, a small business telephone company other than a
radiotelephone company is one employing no more than 1,500 persons.126 All but 26 ofthe 2,321 non­
radiotelephone companies listed by the Census Bureau were reported to have fewer than 1,000
employees. Thus, even ifall 26 ofthose companies bad more than 1,500 employees, there would still be
2,295 1lOD-radiotelephone companies that might qualify as small entities or small incumbent LECs.
Although it seems certain that some ofthese carriers are not independently owned and operated, we are
unable at this time to estimate with greater precision the number ofwireline caniers and service
providers that would qualify as small business concerns under SBA's definition. Consequently, we
estimate that there are fewer than 2,295 small entity telephone communications companies other than
radiotelephone companies that may be affected by the decisions and rules adopted in this Order.

62. Local Exchange Carriers, Interexchange Carriers, Competitive Access Providers,
Operator Service Providers, Payphone Providers, and Resellers. Neither the Commission nor SBA has
developed a definition particular to small local exchange carriers (LECs), interexchange carriers (lXCs),
competitive access providers (CAPs), operator service providers (OSPs), payphone providers or resellers.
The closest applicable definition for these carrier-types under SBA rules is for telephone
communications companies other than radiotelephone (wireless) companies.1

%7 The most reliable source

123 u...StatesDeplirtmentofCoaun«ce.eu-uoftbec.us. 1992 CensusofTraasportation,Cmnmmications,
and Utililies:Bstablisbmentand Finn Size, at Finn Size 1-123 (1995) ("1992 Ceasusj.

124 15 U.s.C. § 632(.Xl).

125 1992 CeDsus,SJf'f'¥I', at Finn Size 1-123.

126 13 C.F.R. § 121.201, SIC Code 4813.

1%7 13 C.F.R. § 121.210,SICCode4813.
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ofinfonnation regarding the number ofthese carriers nationwide ofwhich we are aware appears to be
the data that we collect annually on the Form 499-A. According to our most recent data, there are 1,335
incumbent LECs, 349 CAPs, 204 IXCs, 21 aspS, 758 payphone providers and 541 resellers. l28 Although
it seems certain that some ofthese carriers are not independently owned and operated, or have more than
1,500 employees, we are unable at this time to estimate with greater precision the number ofthese
caniers that would qualify as small business concerns under SBA's definition. Consequently, we
estimate that there are fewer than 1,335 incumbent LECs, 349 CAPs, 204 IXCs, 21 asps, 758 payphone
providers, and 541 resellers that may be affected by the decisions and rules adopted in this Order.

63. Cellu/tlI'Licensees. Neither the Commission nor the SBA has developed a definition of
small entities applicable to cellular licensees. The applicable definition ofsmall entity is the definition
under the SBA rules applicable to radiotelephone (wireless) companies. This provides that a small entity
is a radiotelephone company employing no more than 1,500 persons.129 According to the Bureau ofthe
Census, only twelve radiotelephone firms from a total of 1,178 such firms which operated during 1992
had 1,000 or more employees.13O Even ifall twelve ofthese firms were cellular telephone companies,
nearly all cellular caniers were small businesses under the SBA's definition. In addition, we note that
there are 1,758 cellular licenses; however, a cellular licensee may own several licenses. According to the
most recent Trends Report, 806 caniers reported that they were engaged in the provision ofeither
cellular service or Personal Communications Service (PCS) services, which are placed together in the
data. 131 We do not have data specifying the number ofthese carriers that are not independently owned
and operated or have more than 1,500 employees, and are unable at this time to estimate with greater
precision the number ofcellular service caniers that would qualify as small business concerns under the
SBA's definition. We estimate that there are fewer than 806 small cellular service caniers that may be
affected by the proposed rules, ifadopted.

64. 220 MHz Radio Service - Phase I Licensees. The 220 MHz service has both Phase I and
Phase II licenses. Phase I licensing was conducted by lotteries in 1992 and 1993. There are
approximately 1,515 such non-nationwide licensees and four nationwide licensees currently authorized
to operate in the 220 MHz band. The Commission has not developed a definition ofsmall entities
specifically applicable to such incumbent 220 MHz Phase I licensees. To estimate the number of such
licensees that are small businesses, we apply the definition under the SBA rules applicable to
Radiotelephone Communications companies. This definition provides that a small entity is a
radiotelephone company employing no more than 1,500 persons.132 According to the Bureau ofthe
Census, only 12 radiotelephone firms out ofa total of 1,178 such fums which operated during 1992 had

121 See Tm7dsReport at Table 16.3. lbetotal for resellers includes both toll resellersand localreseDers. The
categoryfor CAPs also includescompetitivelocal exchangecarriers(CLECs)(total of 129 for both).

129 13 CPR 121.201.SICcode4l12.

130 1992 Census, SeriesUC92-5-1,at Table 5, SIC code 4812.

131 Trendl Report, Table 16.3.

132 13 CPR 121.201. StandardIndustrialClassitie:ation(SIC) code 4812.
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1,000 «more empIoyees.1» Ifdais general ratio continues in the c:ootext ofPhue I 220 MHz licensees,
we estimate that nearly all sach licensees are small businesses under the SBA's definition.

65. 220 MHzRt:Idio Service - PIme nLicen&ees. The PhaseD 220 MHz service is a new
service,1Dd is subject to IpClCtIwl auctioDs. III the 220 MHz Third &port tlIIf1 Order, we adopted
criteria for defiain. small·amcI very small businesses for purposes ofdeterminina their eliaibility for
special provisions such as bidding credits and installment payments.l:M We bave defined a small business
as an eatity that, together with its affiliates and controlling principals, bas average gross revenues not
exCC"A"4mg $15 million for the preceding three years. A very small business is defined as an entity that,
togetherwith its affiliates and COIl1r()UiDg principals, has average gross revenues that are not more than
$3 million for the preceding three years.us The SBA bas approved these definitions.136 An auction of
Phase JIlicebSeS commenced on September 15, 1998, and closed on October 22, 1998.137 Two auctions
ofPhue IT licenses bave been conducted. In the first auction, nine hundred and eight (908) licenses were
auctiODllld in 3 different-sized geographic ueas: three nationwide licenses, 30 Regional Economic Area
Group Licenses, and 875 Economic Area (EA) Licenses. Ofthe 908 licenses auctioned, 693 were sold.
Companies claiming small business status won: one ofthe Nationwide licenses, 67% ofthe Regional
licenses, and 54% ofthe EA licenses. The second auction included 225 licenses: 216 EA licenses and 9
EAG licenses. Fourteen companies claiming small business status won 158 licenses.131

66. Pmate and C01ll1n01l Ct:I1Tier Paging. In the Paging Third Report and Order, we
adopted criteria for defining small businesses and very small businesses for purposes ofdetermining
their elilibility for special provisions such as bidding credits and installment payments.139 We have
defined a small business as an entity that, together with its affiliates and controlling principals, has
average gross revenues not exceeding $15 million for the preceding three years. Additionally, a very
small business is defined as an entity that, together with its affiliates and controlling principals, has
average gross revenues that are Dot more than S3 million for the preceding three years.14O The SBA has

133 U.S. Bureauofthe Census, U.S. DeplrtmeDtofCouunwce, 1992 Census of Transportation,Ccwnmunications,
and Utilities,UC92-S-1,SubjectSeries, EstablisbmentandFirm Size, Table 5, EmploymentSize ofFirms; 1992, SIC
code 4&12 (isaucdMay 1995).

I:M 220 MHz Third Report and Order, 12 FCC Red 10943, 11068-70, at paras. 291- 295 (1997).

135 220 MHzThird Report and Order, 12 FCC RccI at 11068-69,para.291.

136 See Letterftom A. Alvarez, Adminis1rator,SBA, to D. Pbydlyon, Chief: WirelessTelecommunieatioosBurau,
FCC (Ja6, 1998).

137 See~ PublicNotice, "220 MHz ServiceAuction Closes,"ReportNo. WT 98-36 (W"1l"e1ess
Te1ecoDuBunicationsBureau,0ct0ber23, 1998).

J31 PublicNotice, "FCC Announces It is Prepared to Grant654 Phasen220 MHzLicensesAfterFinal Payment is
Made,"ReportNo. AUC-18-H, DA No. 99-229 (WirelessTelecom. Bur. Jan. 22, 1999).

139 220 MHz ThinJ Rqort and Order, 12 FCC Red 10943, 11068-70, at paragraph 291-295 (1997).

140 220 MHz Third Report andOrder, 12 FCC Red 11068-69, at paragraph 291 (1991).
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approved these definitions.HI An auction ofMetropolitan Economic Area (MEA) licenses commenced
on February 24, 2000, and closed on March 2, 2000"42 Ofthe 985 licenses auctioned, 440 were sold.
Fifty-seven companies claiming small business status won. At present, there are approximately 24,000
Private-Paging sn.-specific licenses and 74,000 Common Carrier Paging licenses. According to the
most recent Tnnds Rqort, 427 carriers reported that they were engaged in the provision ofpaging and
messaging services.l43 We do not have data specifying the number ofthese carriers that are not
independently owned and operated or have more than 1,500 employees, and therefore are unable at this
time to estima1:e with greater precision the number ofpaging camers that would qualifY as small business
concems under the SBA's definition. Consequently, we estimate that there are fewer than 427 small
paging carriers that may be affected by the decisions and rules adopted in this Order. We estimate that
the majority ofprivate and common camer paging providers would qualify as small entities under the
SBA clefinition.

67. BroadbandPersonoJ Communicatiorrs Service (PCS). The broadband PeS spectrum is
divided into six frequency designated A through F, and the Commission has held auctions for each block.
The Commission defined "small entity" for Blocks C and F as an entity that has average gross revenues
of less than $40 million in the three previous calendar years.loM For Block F, an additional classification
for ''very small business" was added and is defined as an entity that, together with their affiliates, has
average gross revenues ofnot more than $15 million for the preceding three calendar years.145 These
regulations defining "small entity" in the context ofbroadband PCS auctions have been approved by the
SBA. I46 No small businesses within the SBA-approved definition bid successfully for licenses in Blocks
A and B. There were 90 winning bidders that qualified as small entities in the Block C auctions. A total
of93 small and very small business bidders won approximately 400.!o ofthe 1,479 licenses for Blocks D,
E, and F.147 On March 23, 1999, the Commission re-auctioned 347 C, D, E, and F Block licenses; there
were 48 small business winning bidders. Based on this information, we conclude that the number of
small broadband PCS licensees will include the 90 winning C Block bidders and the 93 qualifying
bidders in the D, E, and F blocks, plus the 48 winning bidders in the re-auction, for a total of231 small
entity PeS providers as defined by the SBA and the Commission's auction rules. On January 26,2001,
the Commission completed the auction of422 C and F Broadband PCS licenses in Auction No. 35. Of

141 See Letter from. A. Alvarez, Administrator, SBA, to D. Phythyon, Chief, Wireless Telecommunications
Bureau, FCC (January 6, 1998).

142 See generally Public Notice, "220 MHz Service Auction Closes," Report No. WT 98-36 (Wireless
Telecommunications Bureau (October 23, 1998).

143 Trends Report, Table 16.3.

10M See Amendment ofParts 20 and 24 ofthe Commission's Rules - Broadband PCS Competitive Bidding and the
Commercial Mobile Radio Service SpecU'UD1 Cap, Report and Order, FCC 96-278, WT Docket No. 96-59
Sections 57-60 (released June 24, 1996),61 FR 33859 (July I, 1996); see also 47 CFR Section 24.72O(b).

145 See Amendment ofParts 20 and 24 ofthe Commission's Rules - Broadband PCS Competitive Biddin& and the
Commen;ial Mobile Radio Service SpecU'UD1 Cap, Report andOrder, FCC 96-278, WT Docket No. 96-S9
Sections 60 (released June 24, 1996),61 FR 33859 (July I, 1996)

146 See, e.g., Implementation ofSection 3090) ofthe Communications Act - Competitive Bidding, PP Docket No.
93-253, Fifth Report and Order, 9 FCC Red 5532, 5581-84 (1994).

147 FCC News, Broadbandpes, D, E andF Block Auction Closes, No. 71744 (released January 14, 1991).
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the 3SwiDDiDa bicW.-s in this auction, 29 qualified 88 small or very small busiBesses.

68. NQI7'owbond pcs. To date, two auctions ofnarrowband Pes licenses have been
cooductIld. Through these auctions, the Commission has awarded a total of41 licenses, out ofwhich 11
were obtaiDed by small busines8es. For purposes ofthe two auctions that have already been held, small
bus...WID defined as entities with average gross revenues for the prior three calendar years of$40
mil_ or lou. To CIISln meaningful participation ofsmall business entities in tile auctions, the
CoDdllission adopted a two-tiered. definition ofsmall businesses in the NQ17'OwbandpesSecondReport
andOtvJer.I'" A small business is an entity that, together with affiliates and controlling interests, has
av~ gross revenues for the three preceding years ofnot more than $40 million. A very small
busu.s is an entity that, together with affiliates and controlling interests, has average gross revenues for
the three preceding years ofnot more than $15 million. These defInitions have been approved by the
SBA. In the future, the Commission will auction 459 licenses to serve MTAs and 408 response channel
licenses. 'Ibere is also one megahertz ofnatTOwband PeS spectrum that has been held in reserve and that
the Commission has not yet decided toreJease for licensing. The Commission cannot predict accurately
the nUlllber oflicenses that will be awarded to small entities in future auctions. H()wever, four ofthe 16
winniag bidders in the two previous Il8JTOwband PeS auctions were small businesses, as that term was
define4 under the Commission's Rules. The Commission assumes, for purposes ofthis IRFA, that a
large portion of the ranaining narrowband PeS licenses will be awarded to small entities. The
Commission also assumes that at least some small businesses will acquire narrowband PeS licenses by
means ofthe Commission's partitioning and disaggregation rules.

69. Rural Radiotelephone Service. The Commission has not adopted a definition ofsmall
entity specific to the Rural Radiotelephone Service.149 A significant subset of the Rural Radiotelephone
Servico is the Ba$c Exchange Telephone Radio Systems (BETRS).l$O We will use the SBA's definition
applioable to radiotelephone companies, Le., an entity employing no more than 1,500 persons. lSI There
are approximately 1,000 licensees in the Rural Radiotelephone Service, and we estimate that almost all
ofthem. qualify as small entities under the SBA's defInition.

70. Air-GroundRadiotelephone Service. The Commission has not adopted a defInition of
small entity specifIc to the Air-Ground Radiotelephone Service.ls2 We will use the SBA's definition
applicable to radiotelephone companies, i. e., an entity employing no more than 1,500 persons.lS3 There
are approximately 100 licensees in the Air-Ground Radiotelephone Service, and we estimate that almost
all ofthem qualify as small under the SBA defInition.

I'" In the Matter ofAmendment ofthe Commission's Rules to Establish New Personal Communications Services,
Nmow_d PeS, Docket No. ET 92-100, Docket No. PP 93-253, Second Report and Order andSecondFurther
Notice.~~,15 FCC Red 10456(2000).

J49 The service is defineclin § 22.99 ofthe Commission'sRules, 47 CFR22.99.

ltD BB1'1tS is defined in §§ 22.757 and 22.759ofthe Commission'sRules,47 CFR22.757 and 22.759.

lSI 13 CFR 121.201, SIC code4812.

1S2 The service is defined in § 22.99 ofthe Commission'sRules, 47 CFR.22.99.

1S3 13 Cft.121.20I,SIC code 4812

30



FederalCoamallllieatlo_Comririoa FCC 01-145

71. SpecioJizedMobile RDdio (SMR). Pursuant to 47 CPR SoctioD 9O.814(bXl), the
Commission bas defined "small business" for purposes ofauctioning 900 MHz SMR licenses, 800 MHz
SMR licenses for the upper 200 channels, and 800 MHz SMR licenses for the lower 230 cbaDnels on the
800 MHz band, as a firm that bas had average annual gross revenues of$15 million or less in the three
preceding calendar years. I,.. The SBA has approved this small business size standard for the 800 MHz
and 900 MHz auctions. Sixty winning bidders for geographic area licenses in the 900 MHz SMR band
qualified as small business under the $IS million size standard. The auction ofthe 525800 MHz SMR
geographic area licenses for the upper 200 channels began on October 28, 1997, and was completed on
December 8, 1997. Ten wiDDins bidders for geographic area licenses for the upper 200 channels in the
800 MHz SMR band qualified as small businesses under the $15 million size standard. An auction of
800 MHz SMR geographic area licenses for the General Category channels began on August 16, 2000
and was completed on September 1,2000. Ofthe 1,0SO licenses offered in that auction, 1,030 licenses
were sold. Eleven winning bidders for licenses for the General Category channels in the 800 MHz SMR
band qualified as small business under the $15 million size standard. In an auction completed on
December 5,2000, a total of2,800 EA licenses in the lower 80 channels ofthe 800 MHz SMR service
were sold. Ofthe 22 winning bidders, 19 claimed small business status. In addition, there are numerous
incumbent site-by-site SMR licenses on the 800 and 900 MHz band.

72. We do not know how many firms provide 800 MHz or 900 MHz geographic area SMR
service pursuant to extended implementation authorizations, nor how many ofthese providers have
annual revenues ofno more than $15 million. One f1lDl has over $15 million in revenues. We assume,
for purposes ofthis FRFA, that all ofthe remaining existing extended implementation authorizations are
held by small entities, as that term is defmed by the SBA.

73. For geographic area licenses in the 900 MHz SMR band, there are 60 who qualified as
small entities. For the 800 MHz SMR's, 38 are small or very small entities.

4. Description ofProjected Reporting, Recordkeeping, and Other Compliance
Requirements

74. Any decisions on rule changes adopted in this proceeding potentially could modify the
reporting and recordkeeping requirements of telecommunications service providers regulated under the
Communications Act. As discussed previously, we potentially could require telecommunications service
providers to file additional and/or different monthly or quarterly reports.l5$ In addition, we seek
comment on whether to modify or eliminate the interim safe harbor for wireless telecommunications
carriers.l56 We also seek comment on whether to eliminate the de minimis exemption from universal
service contribution requirements.1$7 Any such reporting requirements potentially could require the use
ofprofessional skills, including legal and accounting expertise. Without more data, we cannot accurately
estimate the cost ofcompliance with a carrier surcharge by small telecommunications service providers.
In this Notice, we therefore seek comment on the frequency with which carriers subject to a carrier
surcharge should submit reports to USAC, the types ofburdens carriers will face in periodically

154 47 CFR Section 9O.814(b)(1).

155 See supra discussion at paras. 37-38.

156 See supra discussion at paras. 24.

157 See supra discussion at para. 31.
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submittiaa~ to USAC, aad whether the costs ofsuch reporting are outweiahed by the potential
beDefits ofa carrier ~batp. Entities, especially small businesses, are cncourapd quantify the costs
and benefits ofcarrier surcbarp reporting requirement proposals.

5. Steps TaUs to Miai." Sipifieut Eeoao.ue hapact OD S.... EDtities,
aDd SlpUlatDt Altenadves CoIIIidend

7S. The RFA requires an agency to describe any significant alternatives that it bas
coasidered in reachi. its proposed approach, which may include the fonowing four alternatives (among
others): (1) the esblbJisbmeat ofdiffering compliance or reporting requiremeats or timetables that take
into acCOUDt the resources available to small eatities; (2) the clarificatioa, coDSOlidatioa, or simplification
ofcompliaDce or reporting n:quiremeats un<ler the rule for small entities; (3) the use ofperformance,
rather thaa design, standards; and (4) an exemption from coverage ofthe rule, or any part thereof, for
small entities.I

"

76. As discussed previously, this Notice seeks comment on how to streamline and reform
both the manner in which the Commission assesses canier coDtributions to the universal service fund and
the manner in which carriers may recover those costs from their customers. l59 We seek comment on
whether. how to revise the universal service contribution methodology. We seek comment on
specific proposals to require camers to contribute based on a percentage ofconected reveaues, or to
contnbute on the basis ofa flat-fee charge, such as a per-line charge. Additionally, we seek comment on
limiting tile manner in which carriers recover contribution costs from end users. Ifcarriers choose to
recover universal service contributions from their end users through line items, we propose to require
carriers to do so through a uniform universal service line item that corresponds to the contribution
assesSlDCllt on the carrier. The Notice also seeks comment on any other mechanisms for the assessment
and recovery ofuniversal service contributions.

77. Wherever possible, the Notice proposes geaeral rules, or alternative rules to reduce the
adminiSU'ative burden and cost ofcompliance for small telecommunications service providers. As
discussed above, under the current universal service contribution rules interstate telecommunications
service providers whose annual universal service contribution is expected to be less than $10,000 are not
reqWredto contribu1e to the univenal service mechanisms. l60 In this Notice, we seek coounent on the
impact ofthe proposed contribution assessmeat methodologies on the current de minimis exemption to
the univemal service contribution requirement. We specifically seek COIDlD8Dt on whether to retain,
modify, or eliminate the de mlnimb exemption. We also more generally seek comment from small
businesses on the costs and benefits ofreporting requirements associated with the various proposed
universal service assessment metbodologieS.161 Finally, the Notice seeks comment on measures to avoid
sipifiC*lt economic impact on small business entities, as defined by section 601(3) ofthe Regulatory
Flexibility Act.

6. Fedenl Rules that May DlIplieate, Overlap, or CODfIict with the ProP"ed

151 5 U.S.C. § 603(c).

1S9 See supra discussion at paras. 2-3.

160 See SIp'Q discussion at para. 31; see also 47 C.F.R. 54.708.

161 See SIp'Q discussion at para. 37.
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Rules.

78. None.

D. Coaameat'" Preeechues

79. Pursuant to sectiOlis 1.415 and 1.419 oftbe CommissiOl1's roles, 47 C.F.R. §§ 1.415,
1.419, iJlterested parties may file comments 30 days or fewer from publication in the Federal Register,
and reply comments 4S days or fewer from publication in the Federal Register. Comments may be filed
using the Coaurdssion's Electronic Comment Filing System (ECFS) or by filing paper copies.162.

80. Comments filed through the ECFS can be sent as an electronic file via the Internet to
<http://www.fcc.gov/e-filelecfs.html>. Generally, only one copy ofan electronic submission must be
filed. Ifmultiple docket or rolemaking numbers appear in the caption ofthis proceeding, however,
commenters must transmit one electronic copy ofthe comments to each docket or rulemaking number
referenced in the caption. In completing the transmittal screen, commenters should include their full
name, Postal Service mailing address, and the applicable docket or rulemaking number. Parties may also
submit an electronic comment by Internet e-mail. To get filing instructions for e-mail comments,
commenters should send an e-mail to ecfs@fcc.gov, and should include the following words in the body
ofthe message, "get form <your e-mail address." A sample form and directions will be sent in reply.

81. Parties who choose to file by paper must file an original and four copies ofeach filing.
Ifmore than one docket or rolemaking number appear in the caption ofthis proceeding, commenters
must submit two additional copies for each additional docket or rolemaking number. All filings must be
sent to the Commission's Secretary, Magalie Roman Salas, Office ofthe Secretary, Federal
Communications Commission, 44S 12th Street, S.W., Washington, D.C. 20554.

12. Parties who choose to file by paper should also submit their comments on diskette.
These diskettes should be submitted to: Sheryl Todd, Accounting Policy Division, 44S 12th Street, S.W.,
Washington, D.C. 20554. Such a submission should be on a 3.5-inch diskette formatted in an IBM
compatible format using Word or compatible software. The diskette should be accompanied by a cover
letter and should be submitted in "read only" mode. The diskette should be clearly labeled with the
commenter's name, proceeding (including the docket number, in this case CC Docket No. 96-45, type of
pleading (comment or reply comment), date ofsubmission, and the name of the electronic file on the
diskette. The label should also include the following phrase "Disk Copy - Not an Original." Each
diskette should contain only one party's pleadings, preferably in a single electronic file. In addition,
commenters must send diskette copies to the Commission's copy contractor, International Transcription
Service, Inc., 1231 20th Street, N.W., Washington, D.C. 20037.

83. Written comments by the public on the proposed and/or modified information
collections are due on or before thirty days after the date ofpublication in the Federal Register. Written
comments must be submitted by the Office ofManagement and Budget (OMB) on the proposed and/or
modified information collections on or before 60 days after date ofpublication in the Federal Register.
In addition to filing comments with the Secretary, a copy ofany comments on the information
collections contained herein should be submitted to Judy Boley, Federal Communications Commission,
Room l-C804,445 12th Street, S.W., Washington, DC 20554, or via the Internet to jboley@fcc.gov and
to Edward Springer, OMB Desk Officer, 10236 NEOB, 725 - 17th Street, N.W., Washington, D.C.

162 See Electronic Filing ofDocuments in Rulemaking Proceedings, 63 Fed. Reg. 24,121 (1998).
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20503.

v. ORDERING CLAUSES

84. AccordiDgIy, IT IS ORDERED that, pursuapt to the autbaity contained in sections 4(i),
4(j), 201-205, 254, and 403 oftbe Communications Act of 1934, as amended, 47 U.S.C. §§ 154(i),
154(j), 211-205,254, and 403, this NGticeofProposedRuJemakiDg IS AOOPTED.

8S. IT IS FURTHER ORDERED that the Commission's Consumer Iaformation BUreau,
Refereoce IaformatioII CeaW, SHALL SEND a copy ofthis Notice ofProposed Rulemaking, including
the Initial Regulatory Flexibility Analysis, to the ChiefCounsel for Advocacy ofthe Small Business
AdmiaistratioD.

FEDERAL COMMUNICATIONS COMMISSION

Magalie Roman Salas
Secretmy
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SEPARATE STATEMENT OF

COMMISSIONER SUSAN NESS

Re: Federal-State Joint Board on Universal Service (CC Dac/cet No. 96-45)

FCC 01-145

I support initiating this proceeding to revisit the manner in which carriers contribute to
the universal service mechanisms. Periodic reviews can ensure not only that the universal
service programs are meeting their critical objectives, but also that we fund the mechanisms in a
manner that is fair and understandable for consumers, as well as simple for carriers to implement.

I write separately to urge the Commission to incorporate the input of the Joint Board into
the decision-making process as we move forward with this and other universal service
proceedings. A continuing dialogue with our state colleagues is vital as the Commission works
through issues affecting universal service.
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