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L INTllODUcnON

1. In this Notice ofPlOposed Rulemakiaa (Notice), we seek comment on how to streamline
and tefo.na both the JJUVlD40r in which the Commissioa assesses carrier comributions to the universal
service fimd ad the mamw in which cmiers may recover those costs from 1heir customers. l Section
254 ofb CcInmuaications Act of 1934, as amended by the Telecommunications Act of 1996 (the Act),2

requires carriers providing interstate telecomaUDications services to contribute to lDliversal service.3

Under1he cUlftmt lDliversal service roles, carriers' COI11ributions are assessed as a percentage oftheir
interstate and international end-user telecommunications revenues.· For carriers electing to recover their
uniVOl18l service contributions from their customers, the Commission generally has not specified a
partieular method ofrecovery. Rather, the Commission has required that contributors not shift more than
an equitable share of their 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 refonn the
univenal servicecon1ribution methodology. We seek comment on.specific proposals to require carriers
to co_dribote based on a percentage ofcoUected revenues, or to contribute on the basis ofa flat-fee
cbarp, such as a per-line charge.' 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 carriers to do so
through a uniform universal service line item that corresponds to the contribution assessment on the
carrier.

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

1 For ,.poses oftbis Notice, the term "carrier" is synonymous with all filers ofuoiversal service contribution
worksh.eets.

2 Telecommunicatioos 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. §§ 151, et seq.

347 U.S.C. § 254.

• See 47,C.FA §§ 54.706, 54.709, 54.711. For purposes oftbis Order and UBless otherwise stated, the term "end
user lWIIlUIS" sI&aIlref« to a COIltribmor's iDtII'It* and intematioaIIl end.... telecommunicalioDs revenues.

, See Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, 12 FCC Red
8776,9199, para. 8~, 9211, para. 155 (1997), as comcted by FedIraI-sr_ Joint Board on UnWenaI Service,
F.rratUIDi, CCDo:c:kctNo. 96-45, FCC 97·157 (ret June 4. 1997) aJrd inpt:II1.,...,'d inptJl'l, remtI1IIJM/ inpan sub
I'/OI1l. r.. QJ/ice ofPwblit: Utility COIIIIUl \t. FCC, 183 F3d 393 (S* Cir. 1999) cert. dmitJd2000 WL 6846S6
(U.S. _. Q. May 30, 2000) (CIniwnIIJ Service Owitw). We DOte that the Commission bas developed guidelines
for incw:nbent local exchange carrier (LEe) recovery ofuniversal service contributioos. See 47 C.F.R. § 69.1S8
(limiting recovery ofuniversa1 service contributions by price cap incumbent LEes); Federal-state Joint Board on
lJJrivfIntIls.m., Acc&v ChI:vp RiIfonn, CC Docket No. 96-45. Sixteenth Order on Reconsideration in CC
Docket No. 96-45. EiPda Report and Order in CC Docket No. 96-45, Sixth Report aDd Order in CC Docket No.
96-262, 15 FCC Red 1679. 1693, para. 33 (1999) (Universal Service RemandOrder) (detailing universal service
contribution recovery options for incumbent local exchange carriers).

, See infra paragraph 29 for a discussion of tile potential impact ofassessiDg contributions on a flat-fee basis on
low-volume customers.
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sys1Im, in liJbt ofcurrent market trends, to easure that providers ofinteistate teJecommanications
services CODtinue to "contribute, on an equi1able and nondiscriminatory basis, to the specific, predictable,
and SIIfficieDt lDICh-isms established by the Commission to preserve 8Dd advance universal service.'"
Since tile ComnUMioo's iaitialimp~ oflldioD 2S4 ofthe Act in 1997, we have seen many
sigaiftcaat deveiopmalts in the inteut81e telecom-mUcaDoos~. We have witnessed the entry
of...providers into the 10Dg distance IIIII'bt, including Regional Bell Operatiag Companies (RBOCs)
that have received approval under section 271 ofthe Act to provide inteJstate telecommunications.' We
also ." seeiD& oertaiD wiNline interexeIIImge carriers suffer declining revenues in lightofgrowing
competition.' Growth in1he wireless teleecwmunieatioDs sector, as well as the advent ofInternet
ProtDooI (lP) telephony, bas cbaqed the dyDamics ofthe interstate telecommunications market.1O

Furthermore, maay carriers are bundling services together in creative ways, such as offering flat-rate
packaps that include both interstate and intrastate telecommunications and non-telecommunications
products and services.

4. Cbaaps to the universal service coatribution methodology may be necessary to simplify
and _line the contribution process for carriers. For example, although not mandated by the
C~ion,may carriers choose to recover most, ifnot all, oftheir universal service contributions
thro'uIk line items 011 their customers' bills.11 Even though the Commission sets a unifonn contribution
factor for UDiversaI service, caniers may decide to boost this factor in order to account for
"uncollectible" revenue and other variables. We believe that this process may require cani.ers to engage
in complex ca1culations in order to fully recover their contribution costs through a line item on customer
bills.

5. We also have concems about the extent 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 uniform
across carriers. For example, in the fourth quarter 2000, the Commission established a contribution
factor of5.6611 percent.12 The major interexcbange carriers, however, imposed line-item fees on
residential and business customers ranging from approximately 5.9 percent to 8.6 percent.13 For the

, 47 U.S.C. § 2S4(d).

'47 U.s.C. § 271.

'For~iIlits1DO$t~""filing with1tle Secwi&ies _ ExcblDle Commission, ATAT reponed that
i1I~Jer¥iceJmea-.e decliaed 13~ or 12.9 billion, in 2000. See AT&T Corp., S.E.C. Form lo-K40S,
filed Apfil2, 2001, at 99.

10 s.e1IIf*w .••on of~6OIl2(b) of•.~'"beonciliQliOlJ Act of1993. AnrnttIl Reportand
btlly6Isf!l~MtltWtContlititJIu WiIh I_PICHt) Coruwtv:iQ/MobJis genIica,Piftb.... IS FCC
RH liMO, 116$-66, 17673-74 (2080) (diseussiq growth ofwireless telecom'RUDicltiom seelDr and iIcreUed
<:amperAtlon between wireless IDd wireline telecommunications service providers) (Fijth CMRS Coapelition
l6tporl).

II
c

We'" that ... recoveryofgi~ serviceGO.Blributioas through line items oneutomer bills iseonsisUlm
with competitive mlUbls, in which suppliers .cneraDy pISS sud! eosts on to d1eir customers.

12 See hQposedFOU11h Quarter 2000 UnWentJ/ Service CfJlllribution Factor, CC Docket No. 96-45, Public
Notice, DA 06-2065 (reI. Sep. 8, 2000).

131he residential fee in fourth quarter 2000 for Verizon was 5.877 percent and for ATAT was 8.6. See Verimn
TariffF.C.C. No. I, Section 2.13, issued September 29,2000 and AT&T TaritfF.C.C. No. 27, Sections 3.5.l2.B
(continued..•.)
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secoocl quarter af2001, after the Commission established a contribution factor of6.88230/0,14 one
inteJatManp carrier raised its ~tialline item to 12%." This discrepancy between the comribution
factor and the amount carriers charge consumers is inexplicable to the casual observer. Moreover, it
appears that $OIDe carriers have chosen to recover universal service contributions throuab a line item on
only oertain classes ofcustomers. Some carriers may be recovering universal service coo.tributions from
prHUbscn'bed customers through line Oems that are well in excess ofthe con1ribution factor, while
recovaing, through service rates, an unidentified amount ofsuch costs from other customers ofservices
such as pre-paid calling ens 01' dial-around service. The end result may be that certain customer classes
are bearing a disproportionate share ofthe carrier's cost ofuniversal service con1ributions, 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 con1ribution
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 con1ributions to any class of
customers. We therefore conclude that we should revisit the issue ofhow con1ributions to the universal
service fund are assessed on carriers and how carriers may recover such con1ribution costs from
consumers. In this Notice, we seek comment on how to streamline the assessment and recovery of
universal service con1ributions, especially in light ofrecent developments in the telecommunications
marketp1ace, 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. TheAet

7. The assessment and recovery ofuniversal service contributions are.governed by a
statutory ftamewerk established by Congress in the Act17 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, includiag consumers in high-cost areas, low-income
consumers, eligible schools and libraries, and rural health care providers.II Section 254(d) ofthe Act
requns 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 24.1.18.8, issued February 18,2000. The business fee in fourth quarter 2000 for Verizon was 5.877 pen:ent
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.1, issued October 31,2000.

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

IS MCI WorIdcom TariffF.C.C. No.1, 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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mecbaaisms IlItaI»Jisbedby1he Commission to preserve and advance universal service."" In addition to
1he lIf'lifte lIIivanal service provisions ofsectiOll2S4, sections 201(b) and 202(a) of1he Act also
aovemC8lrier services 8lld charps.20 .SectioD 20l(b) requires that aD carrier cbarps, practices,
cIassifitatioas aDd reguJatioDs "for and in coanectioo with" interllate ~UDicationsservice bejust
met teeODIbte, and gives 1Ise CommisstOlljurisdietion to enact rules to implement that requirement.21

Section 202(a) of1he Act prohibits "unjust or unreasouable discrimination" in connection wi1h 1he
provisioa ofCCIIlUIlUllicat services. SCion 202(a) also prohibits carriers from making or giving "any
undue or umeasouble preference or advantaae to any particular person, class ofpersons, or locality, or
to subject any particular person, class of~ or locality to any undue or UII1'e8S0118ble prejudice or
disadvaDtaF. tt22 Thus, our overarching goal in this Notice is to explore ways to reform and streamline
1he uaiversal service contribution methodology so that it remains consistent with 1he objectives of
section 254, while ensuring that carrier conduct regarding universal service stays within the bounds of
reasonableness that Congress established in sections 201 and 202.

B. TIle Cvreat Metlaodolegy

8. In the UltiNrsa/&nice Order, the Commission decided to assess contributions on
carriers' ....user telecommunications reveIlues.23 The Commission did so after considering the
Recommended Decision of1he Joint Board and 1he record developed at 1hat time.24 Specifically, the
ComDlitsioB concluded that assessment based on end-user telecommunications revenues would be
comJ*itively aeutral, easy to admiDister, and would eliminate some economic distortions associated
with an assessment based OR gross telecommunications revenues.25 At that time, 1he Commission
declined to adopt a mandatory end-user surcharge to collect contributions, agreeing witb 1he state
members ofthe Joint Board that a mandatory end-user surcharge "would dictate how carriers recover
their coatribution obligations and would violate Congress's mandate."26 The Commission expressed
concern that mandating recovery through an end-user surcharge might affect carriers' flexibility to offer,
for e~le, bundled services or new pricing options, possibly resultiD& in fewer options for
consUJllers?' IDstead, the Commission allowed carriers to decide for themselves whether, how, and how

19 47 U.S.C. § 254(d). &Ie aim 47 U.S.C.§ 2S4(bX4), (5) (Commission policy on UIliversal service shall be
based, jnpart, on the principles that conuibutioDs sbould be equitable and JlOIldiscrimiDa, and support
meebaaians should be specific, predictable, 8Ild sufticient). The Commission adopted the additional principle that
federal sapport mechanisms should be com~vely neutral, neither UDfairly advanUllina nor disadvantaging
particular service providers or teclmologies. Univenal Service Order, 12 FCC Red at 8801-03, paras. 46-51.

~ See47C.F.1t §§ 201(b), 202(8).

21 47 C.F1 § 201(b).

22 47 C.F.Il. § 202(a).

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

24 Fedt:raJ-State Joint Board on lJnivenal Service, R.econunended Decision, CC Docket No. 96-45, 12 FCC Red
87 (1996).

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

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

27 See id.
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much to recover from their customers.21 The Commission requiNd only that carriers not shift more than
an equi18blI sluIre oftboir contributioDs to any customer or group ofcustomers, and that carriers provide
accurate, uuthfuJ.. and complete information reprding the DItUte of the charge.2!)

9. In the Second Order on Reconsider'ation, the Commission set forth the specific method
ofcomputatioD for uaiversal service contributions.30 The Commission also desipated the Universal
Service Administrative Company (USAC) as the entity responsible for administering the universal
service support mechanjsm~ including billing contributors, collecting contributions to the universal
service support mecbaoisms, and disbursing universal service support funds.'· To collect information
from CODtIibutors about their end-user telecommunications revenues, the Commission required
conVibuklrs to submit to USAC a Telecommunications Reporting Worksheet (Worksheet) semi
annually. Coatributions 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

7J&Id

2!) Id. at 9199, para. 829, 9211, para. 855.

30 Changes 10 the BoardofDirectors ofthe National Exchange Corrier Association, Inc, CC Docket No. 97-21,
Federal-5ttlte Joint B0Q7d on Universal Service, CC Docket No. 96-45, Report and Order and Second Order on
Reconsida'Btion, 12 FCC Red 18400 (1997) (Second Order on Reconsideration). See also 47 C.F.R. § 54.709.
Section 54.709(a) provides, in relevant pert, tbat contributions to the universal service support mechanisms shall
be based on coatributors' interstate and iDtematiODal end-user telecommunications revenues and a contribution
factor determined quarterly based on iDfonnatiOll submitted by the Administrator ofthe fund, the Universal
Service ActmiDisllative CoIDpsy (USAC). The quarterly contribution factor is based on the ratio oftotal
projected quarrerlyexpenses of the universal service support mechanisms to total end-user telecommunications
revenues. Thus, contn"butions are the product ofa contn"butor's end-user telecommunieations revenues multiplied
by a quarterly coalribution 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 0rdIJr on R8c01'lSideration, 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).
("ContnDutions shall be calculated and tiled in accordance with the Telecommunications Reporting Worksheet.
The Telecommunications Reporting Wodcsbeet sets forth information that the contributor must submit to the
Administrator [USAC] on a semi-annual basis...."). See Second Order on Reconsideration, 12 FCC Red at
18424, para. 43, 11442, para. 80, 18501-02, Appendix C. The Commission adopted the Worksheet and attaebed it
as Appendix C to 1be Second Reconsideration Order. Subsequent to its issuance ofthe Second Order on
Reconsidlration, 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 adminis1ra1ion ofthe North American Numbering Plan, and the cost recovery
mechanism for administration of long-term number portability into the FCC.Form 499 Telecommunications
Reporting Worksheet. 1998 Biennial Regulatory Review - Streamlined Contributor Repo11btg R6quirements
Associatedwith Administration o/Telecommunications Relay Service, North American N1I11Ibering Plan, Local
Number Portability, and Universal Service Support Mechanisms, CC Docket 98-171, Report and Order, FCC 99
175 (1999); see also Common Corrier Bureau Announces Release ofSeptember Version ofTelecommunications
Reporting WOI'ulteet (FCC Form 499-S) for Contributions 10 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 ofTelecomnnmications Reportbtg Woruheet (FCC Form 499-A) for April 1, 2000 Filing by All
Teleco1lUfllunications Carriers, CC Docket No. 98-171, Public Notice, DA 00-471 (reI. Mar. 1, 2000).
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wriversal.met COIdlibutioDs bued on diose reveaues was 12 months.33

10. In order to easure·tbat UDiversalsavice contrihutioDs lie assessed 011 reveaue data that is
more rotlective ofcunent market conditions, we recently reduced the interval betWeen 1he accrual of
revenues by carriers aDd usessm_ ofuniversal.-vice.convibutions based on those revenues from 12
months to an avcap interval ofsix IIlOD1:bL34 We ccmcluded that the sbortened iaterval allows
~budoas to·better mIectmarket trends~ carrier revenues, such as the entry ofnew
providers into the iatelstate marketplace."

11. The Commission also bas implemented rules and guidelinesm~ to reduce
administrative burdeDs for ceI'tain catesories ofcarriers. For example, the Commission established an
interim safe harbor for caIculMing the perceataac ofinterstate revenues ofwireless telecommunication
providers for universal service contribution purposes. Instead ofreporting their aetuaI interstate and
international end-user telecommunications revenues, wireless carriers may simply report a fixed
percentage 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 S10,000 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 intelUtioual end-user telecommunications revenues.3I

C. M8rket CoadItioas

12. As discussed above, the telecommunications marketplace has undergone dramatic
changes that may necessitate a reexaminatien ofthe way in which we AlCOVOJ' universal service
contributions. for example, we have seen considerable growth in the wireless telecommunications
sector. Because.ofIfOWtb in the offering ofbuDdled local and long distance wireless services, many
COJlSlUDeI'S have increased their use ofwireless long-distance service.39 The number ofwireless

33 For ex81ple, contributions based on carriers' revenues accrued in January through June ofone year were
assessed on carriers in January 1brouJh June ofthe next year.

34 See Federal-State Joint 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 (ret Mar. 14, 2001) (Qum1erly
ReportiIfgOrd#tl').

3-' See id. lit pera. t.

36 See Fedr1ral-stale J(,iIIt Board on Uniwlrsal Service, CC Docket No. 96-45, Memorandum Opinion and Order
and Furd'IIr Nbdce ofPr'opoMd kuIemakin& 13 FCC Red 21252, 21251-59, paras. 13-15 (1998) (Wireleu Safe
Harbor Older).

37 See 47 C.F.R. § .54.708. 8ed:ioD 2S4(d) ofthe Act states that the Commission may exempt a carrier or class of
camers from COIl1ribu.tiD& to d1e universal service mechanisms "ifthe camer's contribution to the preservation and
advancement ofUDivtrSll service would be de ",iJUmis."

31 See 47 C.F.R. § S4.706(c).

39 See. e.g~~ Fifth CMRS Competition Report, IS FCC Red at 17675-76 (discussing growth ofnatioDal wireless
calling ,-. sudlas AT&T's Diaital-One-Rate plan, Sprint's Free & Clear plan and Verizon Wireless's
SingleRate pia).
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telephony subscn1Jers rose ftom.55 million in 1997 to 86 million in 1999.40 Total iDteJstate and
intematioual reveauea for 1he wireless teIecommunicatioas industry rose fiom approximately 12.3 billion
in 1997 topver 55.3 billion in 1999.41 In light ofthe increase in the use ofwireless services and bundled
local and 1OQ& distance wireless offeriDBs, it is possible that the actual percentage ofinterstate wireless
telecommaicatioDs revenues may DOW significaDtly exceed the Commission's interim safe ..-oor
pereentages!2

13. Other trends in the telecommunications marketplace also may have implications for the
existing contribution methodology. Carriers increasingly ·are bundIing interstate and intrastate services,
as well as ~lecommunications and non-telecommunications services. Bundling services in this way may
affect can1ers' ability to allocate inteJstate telecommunications services properly for contribution
purposes.43 In addition, the develPpment of"voice over Internet" technology may have effects on the
amount oftotal revenues reported 1Ulder the current system.44 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
telecoIllD1lll1ications marketplace that may impact the effectiveness of the existing contribution
methodology, which is based on historical end-user telecommunications revenues. For example, certain

40 See id at 17146.

41 See TeltIIJo•••Mications Industry R8vem1es: 1999, available at
hqp;lIwg.~Ogmon CarJjerIRtportslFCC-State Ljpklles:.html. at Table 6 (lnd. Anal. Div. reI.
Sept. 25, _); TlIleconummications lndwtry RINmitI: 1997, available at
http://wn·fcc.govlBweausICotgmonCanierlRcpons/FCC-StateLinkJ1ec.hJml.atTable6(1nd.Anal.Div.rel.
OCt. 8, 1998).

42 See SIIJ"'tI discussion at para. 11.

43 See. e.g•• Policy tDUlRfIles C0IICe17ting1nt81'State. Interexchange Marketplace, Implementation ofSection
254(g) ofthe COIJ8l1lfications Act of1934. as amended. 1998 Biennial R6pltJtoryRnw - Review ojCustomer
Premises Equipmmt AndEnhancedServices Unbrmdling Rules In the Interexchonge. E%chonge ACC&V A.ndLocal
E%c1rtrnJe~, CC Docket Nos. 96-61, 98-183, Report and Order, FCC 01-98, at paras. 47-54 (reL Mar. 30,
2001) (s.dling Or_).

44 The Commission previously bas observed 1bat, to the extent that certain Internet-based services, such as Jntemet
Protocol (lP) telephony, could be characterized as "telecommunications services," those services would fall wi1hin
the Act's PJlDdarory JeqUiremeat that providers of interstate telecommunications service contribute to universal
service mecbaDisms. See FedenJl-8lt1te Joint Board onU~ Service, cc Docket No. 96-45, Report to
Congress, 13 FCC Red 11501, 11508, para. 14 (1998). The Commission determined that certain fODDS of"phone
to-phone" IP telephony services lacked the characteristics that would render them "information services" wi1hin
the mClllliDg of tile statute, and instead bear the charlcteristics of ''telecommunications services." The
Commi$sjop, ho~er, did DOt find it appIOpIiate to make any definitive pronouncements in the absence ofa more
complete record focused OIl individual service oft'eriDp. See id. at 11541, para. 83.

45 For example, the Commission has not yet addressed the issue ofwhether 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.• Inquiry Concerning High-SpeedAccess
to the Intemet Over Cable and Other Facilities, GN Docket No. 00-185, Notice of Inquiry, 15 FCC Red 19287,
19295-96, para. 20 (2000).
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carria's 11M tIaat a comn"batioD methodoIo&Y-- OIl historical revenues may give a
~ to aew eatlaats to the ...disCace 1IIIrbCplace, perticuIarlythe RBOCs. These
new ent1 .'11 8I'e POt required to CODlI'ibute to UIIi-..sal service for six IDOIltIIs because they have DO
historical nweaues upon which to base COD1ributioM. AceotdiDgly, these new en1r8Dts may be able to
undercut the prices offered by established providers who are COJdributiDa to universal service. In
subsequetlt years, to the extent that new entrants increase their long distaDce marlcet share and recover
COD1ributioDs""stcurrent end-user revenues, the revenue base against which they recover
contributioDs would temain greater dum the revenue base apjnst which their contributions are assessed,
creadng a poteDCiaI for a continuing competitive advant.ap.46

IS. AD assessment mecbaDism based OIl historical revenues also may create a competitive
disadvantap for CIIriers wi1h decreIsing intelStlle revenues. Recently, we have seen a decline in
wireline revenue for certain interexcbange carriers.·? To the extent that interexchange carriers continue
to lose martet share, they may have to recover fiom a declining current revenue base their universal
service contributions assessed against a larger revenue base from a prior period.41

m. ISSUES roR COMMENT

16. We seek comment on how to streamline and reform both the manner in which the
Commission assesses carrier contributions to the universal service mechanisms and the manner in which
caniers ID'Y recover those costs from their customers. Specifically, we seek comment on wIlether and
how to modify the current universal service contribution methodology. We also seek collllDtlllt on
whether to develop a new methodology for assessing and recovering universal service contributions.
Proposed methodologies should be adaptable to cIumges in the marketplace, competitively neutral, and
relatively simple to administer. Al1bougb we have specific proposals for the assessment and recovery of
universal service contributions, as detailed below,· we seek comment on a broad range of ideas about
universal service contributions in general.

A. AIseIs....t ofUaivenai Serric:e CODtribade_

t7. As describeci.1bove, section 254 ofthe Act requiNs providers of"interstate
telecon1ll'umieatiQns MIVices" to contribute fA) universal service on an equitable and aondisc:rimiDat

46 See Fe:dtIral-StateJoint BOQI'd on Univenal Service; Petition/or Forbearancefrom Eriforcement ofSections
54.769 IMIU4. 71J ()j'" Commillion " RIlles by OpmItor Communications. Inc. d/b/a Oneor COIIUIrfIIficati,
Inc., CC DectetNo.~, Further Notice ofProposed Rufemtldng and Order, FCC 00-359, para. 9 (reL Oct. 12,
2000)(~Frrthttr Notice).

• 7 s.. e.1.~ATa.TCozp., S.E.C. Fonn lo-K405, filed April 2, 2001, at 99 (CODSUIIler services revenue declined
13.2%, arS2.9 WUion. in 2000). AT&T, for exmaple, reports tlud recent.nc:lPctioas in COIISUiDer services
revenues primaiIy are "due to adecline in traditioaal voice services, such as DQmcstic.Dial 1, ret1ectfaB tile
O8Ioing camped.Uw DIbIre of tile CODSUIIler long distance industty, which bas resuItod in pricing pressures and a
loss ofmarket share. Also negatively impICtiDg revenue was product substitution and ma:cket migration away
ftom direcI-dial wireliJle and hiIher-pricecl caIIing-eard services to rapidly growing wireless services and lower
priced~ services." AT&T predicts that competition aad~ substitution will eontinue to
negatively impact lis CODSUIDeI: services revenue. Jd

41~on Ffl1'thtR' Notice at para. 10.

• See infra disc::ussion at paras. 18-30.
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basis.5O TIws, is establishiaa a universal service colltribution methodo1o&Y, the Commission must
choose a way to measure the amouat ofinterstate telecommunications services provided by each canier,
SO that the Commission can equitably and nondiscrimiDatorily assess contributions. As previously
mefttiODCCl, the Commission has chosen revenues to gauge the amount of interstate telecommunications
service pmvided. Below, we seek COIDIIlent 011 whether to continue using menucs as a measure of
intersta1ll telecommunicatioas service and, ifSO, how to ensure that a revenues-based methodolOlY
remains consisteDt with the Act over time. We also seek commeD.t 011 altemative ways to measure the
amount of inteIstate telecommunications service provided, such as a flat "per-unit" assessment (e.g., a
fixed moaetary assessment per-line, per-account, etc.).51 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.

I. AsIeIs...t OB a ReveB8e Dais

18. Under the current universal service rules, the isterval between the reporting ofgross-
billed end-user revenues and the assessment ofcarrier contributions based on those revenues is
approximately six months.52 Although the Commission previously concluded that assessmeD.t based on
gross-billed end-usor telecommunications revenues is competitively neutral, easy to administer, and
eliminates some economic distortions associated with an assessmeD.t methodology based on gross
telecommunications revenues,53 additional modifications to the curran 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 bow the universal service contribution system
should operate, especially in light ofchanging market conditions. We seek commeD.t on ways to simplify
for carritn the assessment and recovery ofuniversal service contributions. Commenters should put forth
proposalt 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 they 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
uncoll_bles and credits, we seek comment on whether universal service contributions should be based
on reven\1e5 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
declinia.·reveaues.54 In order to further reduce the interval between the reporting ofrevenues and the

50 See 47 U.S.C. § 2541(e).

51 We note that the Consumer Eaergy Couneil ofAmerica recently issued a report that addresses alternative
methods'" asscssina UDiversal service contributions. See The CODsumer Energy Council ofAmerica, Universal
Service: Policy /mia/or the 21" Ce1ItrI1'y, March 2001, at 23-27 (CECA. Rqort).

52 See SllJ"O discussion at para. 10.

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

54 See SllJ"o discussion at para. 14.
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~tof~ we seek: CODDDeDt on whether to assess UDiversal.mce contributions based
on c.....OrPfo~nMIlUeS. As 4iIcussed above, the iaterva1 between the teportiDaofrev~ and
the a.'.lsmeat'ofcarrier coatribations based on those revenues is approximately six mondls.

21. We also seek comment on measures that shoIlld be 1ake.D to ensure that tbe current
contriMtion meth0d01ogy bfeIter reflects cbanling matbt cooditioDs. We seek comment, for example,
on whIfIter to coniider modifyiDa tbe interim safe harbor for the reporting ofinterstate and intenWiooalend-_revenues by wireless telecommunications providers. We also seek comment on whether to
modify or elimiJua the so-called de miniIHisex~ which exempts interstate telecommunications
service providers whose annual universal service contribution is expected to be less than $10,000 from
contributing to the universal service mechanisms.5$ We seek comment on how to allocate revenues for
bundled interstate and intrastate telecommWlications and non-telecommunieations services.56 Parties
also are encouraged to propose other modifications to the assessment ofWliversal service contributions.

22. We specifically seek comment on a proposal to require carriers to contribute to the
UDiverql service mechanisms based OD a percentage oftheir collected, iDstead ofgross-billed, interstate
and~ efld-uset t&communications 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." Carriers then would be required to
contribute, on a monthly basis, an amount equal to the percentage contribution factor multiplied by
collecW intastIlte and international end-user telecommunications revenue." To enable the Commission
to monitOr compliance with the contnDution rules and to enable carriers to 'true-up' contribution
amounts, carriers might be required to report their collected revenues on a regular basis.

23. We seek comment on the relative advantages oftbis proposal over the current system. for
assess" contributions. We specifically seek comment on whether such a proposal would simplify the
asses"t andteeovery ofuniversal service contributions for carriers and consumers. UDder the .
proposed mechanism, for example, carriers Bolonger would need to engage in complex calculations to
accouat for such variables as uncollected revenues, credits, and the need to recoverWliversai service
contribufioDs fioom a <lectiniag revenue base. Because the proposed methodology would be based on
collected, as opposed to gross-billed revenues, it should eliminate a carrier's need to recover from
customers amounts in addition to the assessed contribution percentage. We seek comment on whether
the assessment of contributions based on a percentage ofcollected revenues would relieve carriers ofthe

5$ See~ discussion at para. 31.

56 See abo Bundling 0NIttr at paras. 47-54 (providing options for allocating universal service reporting revenues
for bundled telecommunications services and Customer Premises Equipment (CPE)lenhaDced services).

57 By "collected ead-user" revenues we mean end-user revenues excluding uncolleetibles IIDd credits, but
includingJeVenues ftom the recovery ofuniversal service CODtributiODS through the line-item. eamers would
continue. include pas-tbtougb chqes, ifany, as part oftheir reporting ofcollected end-user reveaues. The
carrier's contribUdon base revenue, however, would equal coDected end-user revenue divided by one plus the
contribution rate. 'Ibis, in effect, would Imputepass-through charges for all caniers and would remove the
imputed amounts 1i'om the carrier's contributions base.

" See i,;ra discussion ofreporting requirements at paras. 37·38.

" eamersmight have the option ofcontributing based on actual collections or billed revenues less estimates of
uucolleaiiles.
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need to recover such additional amounts. Furthermore, because a carrier's assessment amount would be
dependent qa current collected reveuDeS, rather than historical gross-billed revenues, the proposal would
eliminate etneems about the iDferva) between the reportiDa ofrevenues and the assessment ofuniversal
service COIdn"bations. The propoaed mechanism therefore would not place carriers with declining
interstate cad-user telecommunicatkms revenues at a competitive disadvantage to carriers with
increasing revenues. We seek comment on this aspect ofthe proposal. We also ask commenters to
generallyacldress the issue ofwhether this proposal would satisfy the Act's requirement that mechanisms
be sufficieat 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
percentap of interstate revenues for wireless telecommunications providers. As discussed above, the
rulespro~ a safe harbor for wireless telecommunications providers when calculating the percentage of
interstate revenues for universal service contribution purposes.61 The Commission CUJTeDtly does not
seek supporting data from cellular, broadband personal communications service (PeS), and certain types
ofSpecialized Mobile Radio (SMR) providers62 regarding their reported percentage of interstate
telecommunications ifthey report at least 15 percent oftheir cellular, broadband PCS, and SMR
telecommWlieations revenues as intelstate.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 cellul8r and broadband PCS providers. Ifan increase in the interim safe harbor percentage is
proposed, we seek comment on what the new percentage should be.

Ml See 47 U.S.C. § 254(bX5).

61 See Whle3s StJfe Harbor Order, 13 PCC Red at 21257-60, paras. 10-15. The interim safe harbor fortbe
reportin& ofrevenues by wirelesste1ecommunicatioas providers was adopted in response to concerns raised by
certain wirio,less teIecommunications providers reprding difficulties associated with distinguishing between their
interstate.. intrastate RVeDue5. ld al21254-58, paras. 5-12. The Commission concluded. at that time, that the
interim..ba'bor peI'CCIdlIgeS reasoaably approximated the pen:entaae of interstate wireless telecommUDieatiolls
revenues aenerated by each eatepry ofwirefess, telecommunications provider. ld at 21257, para. 11. The safe
harbor for cellular, broadband perscmal communications service (PCS), and certain types ofSpeejaliad Mobile
Radio (SMR) providers, for example, approximated the nationwide average penentage of inters1ate wireline
traffic. ld al21259, para. 13. The Commission emphamed that the safe harbor guidelines were adopted on an
interim basis and soupt commeat on any needed changes to the safe harbor provisions. ld at 21258, para. 12.

62 The Commission currently does not seek supporting data from SMa. providers that primarily provide wireless
telephony rather than dispatch or other mobile services.

63 ld at 21258-59, para. 13.

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

65 See SJIPI'O discussion at para. 12.
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2. AuII I I...t OR a I'Iat-Fee..

25. We also seek commeat on a proposal to assess UDiversal service contributions on a flat-
fee basis, such • a per-line Or pet-accouDtcb8rp.f6 The CommissioD would ca1euIate a flat per-line or
per-account....eDt on a quaramty basis usiDg projected or historicaIliDo-coums or numbers of
acco" repoItfId to USAC tither on a quatterIy or ammaI basis." Eachm~ carriers would be
required to~". on aflat-fee basis, buecI OIl the eanics' cummtline~or number of
accoUllts. The amount ofthe per-line or per-account cbarp would be the same regardless ofthe level of
inteIs-. rev.ue or 1I'8ffic associated with a given line or account. We therefore seek comment on
w.het:htr levels of iaterstate revenues are relevant in a flat-fee environment. To enable the Commission
to moailDr compJi-=e with the con1nbution rules and to enable caniers to 'true-up' COIltribution
amounts. caniers might be required to periodically NpOI1 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 woUJd be simpler for carriers. Simi... to the e.sessment ofCOIl1ributions based on a percentage
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 8SSO$SIDeDt ofcontributions on a flat-fee basis also may eliminate concerns associated with the
existU;aJ mecbaaism's interval between the reporting ofrevenues and the assessment ofuniversal service
contributions. We expect that the proposed mecbaDism therefore would not place competitors with
declininS ioteastate 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 camers by requiring them only to file lin~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'" AsdiscU$SCd below, to the extent that we adopt carrier recovery limitations, carriers
chaos..to~~~ IiDe items on bills would have identical flat-fee line items on their bills."
Wee seekCODlllltlllt OIlwhether' a flat..fee assessment would result in more equitable recovery ofuniversal
service c:ontributiOllS because all carriers would have the same lin~itelnamOUDt across the board. To the
extent tbBt the flat-fee assessment is reflec1ed as a line item on customer bills, we also seek comment on
whether this me1bodology 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 i'?fra discussion ofreporting requirements at paras. 37-38.

61 See injiYJ discussion at para. 42.
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amount NprdJeBs ofthe overall size oftbeir biD. We seek comment on whether this proposal might
shift a di8propottiouate share ofthe carrier's universal service contributions to certain customers or
classes orCUlt.aers, such as low-volume users." Furdleimore, the Commission previously decided not
to adopt proposals to calcuJam universal service colltributions entirely on ~revenues-based measures,
such as on a flat-fee buis." 'The Commission expressed concern that a non-revenues-based approach
may not be competitively neutral because it may inadvertently favor certain services or providers over
others.71 We therefore seek comment on whether such a proposed methodology would be competitively
neutral ill today's marketplace.

30. In order to address some ofthese competitiye concerns, we also seek comment on how a
flat "per-unit" assessment should be calculated and whether such assessment should vary for different
~ of lines aad different types ofusers.72 In particular, we seek comment on whether there should be
diffCl'elltflat-fee assessments for NSidential sublcribers (primary and secondary lines), single-line
businetlilOS, and multi-line businesses. We seek comment on how flat fees should be assessed when
there is more th8n one provider associated with a particular line, such as a local service provider and a
presubsqibed interexchange carrier. We also seek comment on whether there should be diffenmt
assessments for different types ofservice oft"erings, and how diose categories should be defined. Finally,
we seek comment on whed1er there should be dift"erent assessments for diffeNDt types ofservice
providers, such as wiNline and wireless telecommunications providers, or subcategories ofproviders
such as paging providers. Commenters should address whether treating diffeNDt 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. DeMbdIIIb Carrien

31. We seek comment on the impact ofthese proposals on the current de minimis exemption
to the univeisal service contribution requirement. Under section 54.708 ofthe Commission's roles,
interstate telecommunications service providers whose annual universal service contribution is expected
to be I., dian 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.74 To the extent

69 See iIffra proposal to prohibit the recovery ofuniversal service conmbutions from Lifeline customers at para.
45.

70 See TJnIvenal Service Order, 12 FCC Red at 9210, para. 152.

71 See iii.

72 See CECA. bpor1 at 26.

n See 41C.F.1t § 54.701. section 2S4(d) of1be Act states that the Commission may exempt a carrier or class of
carriers from conmbuting to the universal service mechanisms "ifdle carrier's CODtributioo to the preservation and
advancement ofuniversal service would be de minimis." See 47 U.S.C. § 2S4(d).

74 See FfNIeral-State Joint Board on Universal Service, Fourth Order on Reconsideration in CC Docket No. 96-45,
Report aDd Order in CC Docket Nos. 96-45, 96-262, 94-1, 91-213, 95-72, 13 FCC Red 5318, S465, para. 295
(1997).

15



FCC 01-145

that the ..e.iDisaative costs ofcomibutiDg to tile UDivenal service mcdJaDisms have declined over time,
we seek: COIIUD4Iat on whether*' de IIIInimis~ should be modified or eliminated. ID particular,
we seek~ from • ..""is carriers on tile adBIiais&rative burdens usociatod with requiring them
to contriblde to dae lImversal service JDrieei-s. We l'IlqUeSt comment from USAC on dae
administrltive burdens associIted with processilll additioDal filinp from • minimis carriers. We also
seek COIIQDent Oft whether and how carriers sb.ouId true-up contribution amounts to reflect chanps in
their dt ..imis Ita1iIs duriDg the relevant reporting period.

4. LiDIited Iatenuatio... Reveaues ExeeptioD

32. We also seek CODUIleIJ.t on whether to modify the limited exception to our contribution
requirel.lMlmsfor canierswith a low~ of~end-userteleCOllllllll1ucmotls revenues.
Under sedtion 54.70C'i(c) ofour rules, a proYider of iI'ltenltatc IDd intematioaal telecommUDications is not
required to COD1ribute based on its intematioDal telecommunications enc1-user revenues if its intelstate
end-user te1ecoJJlmunications reveaues COD$&itute less tbIn eight percent of its combined interstate and
internatiolaal eDdiouser telecom-lilDications NVeauos.75 The rule is intended to exclude from the
contriblltion base the iDtematioDaI er»-usa'teltcommUDications revenues ofany telecommunications
provider whose 8JlDual contribution, based on tile provicIer's interstate and international end-user
telecol1Jl$lDicatioDs reveaues, would exceed the amount of the provider's interstate end-user
telecoiiUllUDications reveaues.76 Whcm the rule was implemented in November 1999, the UDiversal
service COI1tl'ib81ion factor was 5.8995 perceat,17 and tile Commission anticipated that the UDiversal
service contribution factor would not exceed eight percoat in the near fUture." As discussed previously,
the COiDillission recently established a universal service contribution factor of6.8123 percent.'79 We
therefore seek comment on whether to increase the percentage threshold for carriers 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 carriers with a
low percentage ofinterstate end-user telecommunications revenues.

50 Fud SuMd••cy

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

75~ 47 C.F.R. § S4.706(c); see also Federal-State Joint BotlI"d on Universal Service, Access Charge Reform,
Sixteedtl Order otl~ iD CC Docbt No. 96-45, Ei&hth Report and Order iD CC Docket No. 94-45,
Sixth Report and Order in CC Docket No. 96-262. IS FCC Red 1679-80, 1687. para. 19 (1999). The Commission
concluded that the rule is consistent with the determination ofthe United States Court ofAppeals for the Fifth
Circuit that requiring a eatrier to pay more universal service contributions than it derives from interstate revenues
violates the requirement in section 2S4(d) ofthe Act that universal service contributions be equitable and
nondiscrimiDato. See ill. (citing Teras Office ofPublic Utility Counsel v. FCC, 183 F.3d at 434-35).

76ld

17 See~Ft1U1f/t~ 1999 UItiWrsatService Co1rtributitm Factorjor November tmdDec_her 1999.
CC Docket No. 96-45, Public Notiee, DA 99-2109 (ret OCt 8, 1999).

'79 See PrCfJOstld&leo""Quorter 2001 UnivenaI Service Contribution Factor. CC Docket No. 96-45. Public
Notice. DA 01-614 (reI. Mar. 9, 2001).
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methodo1oJies. The current assessment methodology. which uses historic81 revenue data from a prior
qumer.dees DOt raise sipificant fund sufticiency issues because the Commission knows the exact
amount ofthe revenue base when it calcuJates carrier COIltribution assessments.- The streamlined
assessmeat proposals would require the Commission to calCulate the quarterly ~ontribution factor based
on an estimate ofuniversal service fbnding requiremeDts (as it does now) aDd an estimate ofcollected
revenue$, line counts, or accounts in the next quarter. Because the Commission cannot predict with
complete·ucuracy 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 ofth~se 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
an unexpected shortfall in the fimd 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 of such a
reserve. factors impacting its size, and how a reserve fimd should be collected and maintained.

35. We also seek comment on an alternative method to ensure fimd sufficiency that would
not require the creation ofa reserve fimd. Currently. USAC allocates collected contributions into
separate ICCOUDts for the different universal service mechanisms (i.e., High-eost, Low-Income, Schools
and Libraries, and Rural 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 pwposes 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 treads 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 CIITiers 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
caniers' own estimates as opposed to the Commission's estimates.

6. Carrier Reportillg

37. We seek comment on whether and how these proposals would reduce existing camer
NpOl'tiDf requiremeats. Under the nrvised 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 canier reportiag requirements should

10 We nate tbat tbere still are fund sutliciency issues under the current assessment metbodology when. for
example. carriers are delinquent on their debts to USAC.

11 See 47 U.S.C. § 254<bX5).

12 See Sllpl'a para. 10; see also Quarterly Reporting Order at paras. 10-15.
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be IQOJltified consistent with these proposals, and on the administrative burdens such clumges would
impoae on capiers. In particular, we seek comment on whether carriers should report their collected
revllll!lfiS, .. COUDtS, or DJIDlber ofaccounts on a quarterly and/or annual basis. We additionally seek
COIJ8llllt OIl .e ldmiDistrltive b1irdeDs associated wi1b requiring carlers to submit quarterly and/or
8D11U8i reports oftheir projected or historical collected revenues, line counts, or number ofaccounts.
Where possible, commeoters, especially smaII businesses, should quantify the costs and benefits of
variOUl 8.J'Pft*bes. We also seek comment on whether USAC should use the data submitted by carriers
on a qt1arterIy 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 Telecomm.unications Relay Service, North American Numbering Plan, Local Number
Portability, and regulatory fees administration programs.13 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
submit1ed would be inconsistent with any statutory or other requirements for these non-universal service
programs.

7. Eaforeemeut & AuclitiDg

39. Commenters are invited to address whether we should require additioDal steps to ensure
that, uqder the measures proposed herein, carriers accurately report the relevant information and
contribUte ina dDaely 1IUtaIer. For example, we seek comment on whether USAC should have additiooal
oversi8ltt respobSlbilities to monitor carrier compliance with reporting and contn1Jution requiremellts. In
additioa, 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.14

8. AdmiDtltrative.8udells 0. USAC

40. We additionally seek comment on the administrative burdens associated with modifying
the CUI_ mecbaDism for assessing universal service contributions. In particular, we ask USAC to
quantifY the lIdmiDisttative burdens associated with the above-described proposals. For example, we
seek COIIlDJeDt from USAC on the administrative costs associated witbcarrler n=porting obligations 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. TraIlSide.

41. We also seek comment on bow to 1ranSition from the existing contribution assessment
methodc.1Jogy loth_proposed regimes. In particular, we ask commenters to address the timing ofsueh

13 Carriers cumntJy report this information on the FCC Form 499-A.

14 Because the assessment ofuniversal service contributions c:urrently is based on gross-biDed revenues reponed
on a qulrterly bIsis ..d because the contribution factor cbJ.n&es fi'om quarter to quarter, CItriets may have an
incentive under our current contribution methodology to underreport revenues in one quarter and overreport
revenues in another quarter in order to minilnia contribution obligations. We note, however, that such
~ does not result 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 requinKl to begin CODtributiDg to the universal service
mecbloisms under the new regime, and how to "close-out" the assessment ofcontributions under the
existing methodology.

B. Reeovery ofUaIvenal Senice COIltrib1ltioas

42. To ensure that carrier recovery ofuniversal service contributions remains withiDthe
bounds ofreasoDableness 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 obliptions. Under our
proposal, carriers would still have flexibility to recover their universal service contributions from end
users, 'SboaJd they choose to do so, either dU'ough rates or tbrough a line-item or "surcJuqe" on end user
bills. Ifa carrier chooses to recover its contn"butions tbrough a line-item charge OIl customer bills,
however, we propose to require carriers to do so through. a uniform line-item that corresponds to the
prescribed perceatage, 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."" Caniers 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 CUJTeDt rules
regaRling 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 carriers' universal service conttibution obligations deriving from that customer.
We additionally ask commenters to address whether the proposal will result in bills that are simpler and
easier to understaDd. 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'

15 See.-adiscussion at para. 7.

16 In tI1e1rUth-iD-billina proceeding, the Commission adopted a guidoIiDe requiriDg carriers to use clear,
standm'dized labels on telephoDe bills to refer to liDe-item charges associated with federal regulatory action.
Truth-in-Billing andBilling Format, First Report and Order andFurtherNotice o/Proposed RJdemaking, CC
Docket No. 98-170, 14 FCC Red 7492, 7522-33, paras. 49-64 (1999) (TIB Order andFNPRM), reconsideration
granted Inpart, Order on Reconsideration, 15 FCC Red 6023 (2000), Errata, 15 FCC Red 16S44 (Com. Car. Bur.
2000). The Commission adopted truth-in-billiDg principles and guidelines to improve consumers' understandiDg
oftheir telephone bills. We note 1hat, 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,
includillaloca1 number portability and subscriber line charges, in addition to charges attributed to the universal
service ftmd. TIB Order andFNPRM, 14 FCC Red at 7537, para. 71.
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priciag~t resulting in·fewer options for CODSUIIleIS.
17

1. LifeIiIle Exceptioll

45. We also seek comment on wIaether all cmiers should be prohibited from recovering
universal service contributions ftom Lifeline customers.1I The Commission's Lifeline support program
is -1J8IIdtom.e-~by recluciq quaIifyiDg low-income consumers' monthly basic
local semce~." Under current rulest price cap LEes may DOt recover UDivmal service
contributions fi'om LifeliDe customers." UD4er this proposal, however, all carriers would be prohibited
from recDferiDI UDivenal savice COD1ributions ftom low-income CODSJDDers receiving Lifeline
c:tiseour&ts, but weuld· coatinueto be pennittod to recover coatributions &om other low-income and/or
low-vo" co8lUDl11S. We seek COIIIIDeDton whether this proposal would addtess concerns that a flat
fee asseseent methodology JDiaht shift a disproportioDat share ofcarriers' UDiversal service
CODtributions to low-volume users, who may also be low-income customers, or whether additional action
is needed. We seek comment on whether prohibiting recovery ofuniversal service contributions from
Lifeline customers is consisteat with statutes and regulations governin& the assessment and recovery of
universahervico coatributioDs. In particular, we invite comment on whether this proposal will promote
equitable and DODdiscriminatory universal service contributions.91 We also seek comment on whether
this proposal would increase the likelihood ofa shortfall in the fund, and, ifso, how to minimize the
likelihood ofsuch a fimd shortfall. For example, we seek comment on whether to exclude Lifeline
customer revenues, lines, or accounts from the contribution base. We seek COIDIIlOIlt on whether to
require -ners to separa1ely teport their Lifeline customer revenues, liees, 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-LEes 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 requirement to non-price
cap LEe providers of services to Lifeline customers.93 We additionally ask commenters to describe how
caniers 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 associa1ed with this proposal. Finally, we seek comment on other proposals that would ensure

17 As discussed in paragraph 49 infra, the Commission has previously expressed concern about limiting carriers'
pricing flexibl1ity.

ia See 47 C.F.R. §§ 54.401, 54.403 (describing Lifeline program).

19 See UnJversa1 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.It. § 54.409.

90 See 47 C.F.It. § 69.158; see abo..4cce.u Chorge Reform, Sixth Report and Order in CC Docket No. 96-262 and
94-1, bport _ Order in CC DockeC No. 99-249, EImmtb bport.and Order in OC Docket No. 96-45, FCC 00
193, at,... 218-220 (reI. May 31, 20(0) (J",.,."...4ccas Uniw:nal Service 01*).

91 See 47 C.F.It. § 2S4(d).

92 See ntfJrtJ~icaofcarrier reportiDa requiremeDts at pans:37..38.

93 See 47C.F.It. § 54.405 (oblipting eligible telecommunications carrier to offer Lifeline services). As discussed
above, price cap LECs ah'e8dy _ prohibited Uom recovaing universal service COlltributioDs from Lifeline
customers.
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that low-income customers would not be unfairly burdened under our cOIl1:ribution and recovery
propoIaIs.

2. Recovery lJmIta1IoBI lor bamI....LoeaI belt....Carrien

46. We also seek comment on the impact ofour proposed recovery limitation OIl existing
pide_ perniDg incumbent LEe recovery ofuniversal service contributions.M Rate-of-retum
incUlllbcm LEes are permitted to recover universal service contributions through access charges or
throuab end-user charges." The Commission receatIy adopted sepII'8te rules governing price cap LEe
recovery ofuniversal service contributions.· Ifa price cap LEe recovers some or all ofits universal
service contributions, the price cap LEe shall recover those contributions through a charge to end users
other dian Lifeline users.97 Price cap LEes may recover this rate element on a per-line basis or as a
percoIItqe of interstate end-user revenues, and, at the option ofthe caTier, it may be combined for
billing purposes with other end-user rate elements." 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. LepI Autlaority

47. We seek comment on our authority to impose these constraints on carriers' recovery of
univ-' service contributiODS from their customers. We seek COlDIIleIlt on whether sections 4(i), 201,
202, aDI2S4 oftile Act provide sufficient authority to adopt these proposals.lGO We also ask commenters
to addNss whether these proposals raise First Amendment or other constitutional concerns, and, ifso,
how we should address those concems? Would these proposals be consistent with the Commission's
other policies and regulations, including the Commission's goals ofpromoting competition,

M See ntpra discussion at D. 5.

95 See lJmversal Service &manti Order, 15 FCC Red at 1693, para. 33.

• See At:ceu Charge Reform, Sixth Report and Order in CC Docket No. 96-262 and 94-1, Report and Order in
CC DocPtNo. 99-249. Eleventh RepoItand Order in CCDocketNo. 96-45, FCC 00-193, at para. 218-220 (ret
May 31,2000) (hrtentate kcas Unlveno1~Order).

97 See 47 C.F.R. § 69.158.

" See MJdti-Association Group (MAG) Planfor Regulation ofInterstate Services ofNon-Price Cap Incumbent
LocalUcItange CorrW's tmdlntDcchange Corrien. CC Docket No. 00-256, Federal State Joint Boardon
Univfntll &rvice, CC Docket No. 96-45, Access Charge Reformfor Incumbent Local Exchange CtIrriers Subject
to~ 1Wpkldon, CC DQc:ket No. 98-77, Pracribing the AuthorizedRDte ofRmimfor Intentate
SetvicaofLocal~htmgeCatrier'8, CC Docket No. 98-166, Notice ofProposed R.ulemakiDg, FCC ()().448, at
pera. 18«rel. JIB. S, 2(01) ("Should we adopt a provision similar to that blcluded in the CALLS 0rdtJr for
recovc>: .ofunive!Mi service~ tbtougb a separate rate element or line item?"). We additionally DOte
that the United States Court ofAppeals for the Fifth Circuit recently held dial, under sectioD 2S4(e) ofthe Ad. the
Commission may not permit incumbent LECs to recover impHcit universal service subsidies througJI. interstate
access ...... See ComMIt Corp., et aI. v. FCC, No. 00-60044, at 22 (5* Cir. May 3, 2001).

lGO See 47 U.S.C. §§ IS4(i), 201, 202, 254.
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~ iDaoYatioD, and UDivenal service?

48. We specifically invite commenters to address whether the recovery limitation pIOpOSII
described above is CObSisteat Wi1b. tilereq~ ofsoctioD 2S4(d) ofthe Act, including the
requiremeDt that "[e)very telecommunications carrier" contribute to the fedeiaI universal service
meehan", It1 We believe that the modifications to the l1'COVery ofuniversal service contributions that
we pro,. today are COIlSistB with sectio.n2S4(d) oft.lle Act. Under the proposal, the obligation to
contribute'to UDivenal service would remain with providers of i.nterstate telecommunications·servi~ as
the statute envisiens. The requirement that cmiers impose a uniform presalbed line-item on customer
phone bills would 0Dly be triaered ifthe carrier chose to pass its contribution costs through to its
customers as aline item.

49. We believe that our pIOpOSII to limit recovery is distinpishable trom the mandatory
enc:I-user surcIuqe that was rejected by the Commission in the Universal Service Order. In the 1997
UniverstJIService Order, the Commission declined to adopt a mandatory end-user surcharge to collect
contributions to the universal service support mechanisms.102 The Commission agreed with the state
members ofthe Joint Board that a mandatory end-user surcharge "would dictate how carriers recover
their contribution obligations and would violate Congress's mandale."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
surciuqe is not necessary to ensure that contributions be expHcit."I05 As explained above, we are not
proposina to mandate that carriers recover their universal service contributions through an end-user
surcl1alJe. Rathtr, should a carrier elect to recover its contributions dinDctly from its customers in the
form ofa line item on the bill, we would merely limit the amount, and the labeling, of the line item.106

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

101 47 U.s£C. § 234(d).

102 See Universal Service Order, 12 FCC Red at 9210, para. IS3 rwe agree with the Joint Board and reject
commeMers' sugestions that the Commission mandate that canier recover contributions through an end-user
surcharp").

IOJ See iii.

104 See lit

IllS See id.at 9211,,... 854.

106 In die tftdh-iIl-billiD&prooeettiBa, tile Commission adopted guidelines requiriDc carrien 10 provide full and
non-m j".,.~ ofliM-_cbaratJ&.. te1epboIM bills. See TIB Order andFNPRM, 14 FCC Red at
7m-7''!, ..... 49064. The C='Rtinjep focused primarily GIl tine types ofliDe-itan ebarges dJat realt 1i'om
federal nplatcriactioa: (1) UIdwrsaI.moe-ftIIarecl fees; (2) subscriber line~; and (3) kx:aIllUDlber
portabiBty cbIqes. &Ie id. at 7523-25, pIIaS. 51-52.

107 See supra, para. 40. See also Federal-8lllle Joint Boordon Universal Service, CC Docket No. 96-45, Second
RecoIDllUWlded Decision, 13 FCC Red 24744,24771-72, paras. 69-70 (Jt BeL 1998).
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IV. PROCEDURAL ISSUES

At. kParte

SO. This is a non-restricted notice and comment rulemakiDg proceeding. Expane
presentlltilDDs..permitted, eBept during the Sunshine Agenda peri~ provided they are disclosed as
provided in the Commission's rules. l

•

a laitial Paperwork Redactiou Act of 1995 ADaIysis

51. This Notice contains either a proposed or modified information 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 iDformation collections
contained in this Notice, as required by the Paperwork Reduction Act of 1995, Public Law 104-13.
PuOlic~ agency comments are due at the same time as other comments on this Notice; OMB
comments are due 60 days from the date ofpublieation ofthis Notice in the Federal Register. Comments
should address: (a) whether the proposed collection ofinformation is necessary for the proper
perform.aQCe 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 ofthe 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 techDology.

C. lDitial Regulatory Flexibility Act ADaIysis

52. As required by the R.egulatmy Flexibility Act (RFA),189 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
comnumts 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 seada copy ofthe Notice, including this IRFA, to the ChiefCounsel for Advocacy ofthe Small
Business Administration.llo In addition, the Notice and IRFA (or summaries thereof) will be published
in the Federal Rtgister.llJ

1. Need for aDd Objedives of tile Proposed Rules

53. The Commission seeks comment in this Notice as a part of its implemeutation ofthe
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

101 See gMerally 47 C.F.R. §§ 1.1202. 1.1203. 1.1206(a).

lot See S U.S.C. § 603. The RFA. s. S U.S.C. § 601 et. seq.• has been amended by the Contract with America
Advanc:aaent Act of1996. Pub. L. No. J04-J2J, 110 S1at. 847 (1996) (CWAM). Tide noftbc CWAM is the
Small Business Regulatory Enforcement Fairness Act of 1996 (SBREFA).

110 See S U.S.C. § 603(a).

11l Seeid
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sufficient mecbaDisms established by the Commission to preserve and advance universal service."112
Specifically, we seek commeat on how to streamline and reform both the manner in which the
Commission assesses carrier contributions to the universal service fund and the maDBer in which carriers
may recover those costs fromtbeir customers.1I3 We seek commeat on whether and how to revise the
univerSlhervieecoa.tributioa aethodology. 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.

2. IAplBak

54. The legal basis as proposed for this Notice is contained in sections 4(i), 4(j), 201-205,
254, aud 403 oftlte Communications Act of 1934, as amended by the Telecommunications Act of 1996,
47 U.S.C. §§ 4(0, 40), 201-295, 254, 403.

3. DeIeriptioa ad Estimate of tile Number of S.... Eatities to WJaicIl Rules
WID Apply

55. The Commission's contributor reporting requirements apply to a wide range ofentities,
including all telecommunications carriers and other providers of interstate telecommUDications servk:es
that offer telecommunications services for a fee.1J4 Thus, we expect that the rules adopted in this
proceeding could have a significant economic impact on a substantial number ofsmall entities. Of the
estimated 5,006 filers ofthe Telecommunications Reporting Worksheet, FCC Form 499, we do not know
how many are smalIenti.ties, but we offer below a detailed estimate ofthe number ofsmall entities
within eeeh ofsaveml major carrier-type categories.

56. To estimate 1Ile number ofsmall entities that could be affected by these proposed rules,
we fll'St·~ the statutory definition of"small entity" under the RFA. The RFA generally defines the
term "smaIIen~ as having the same meaning as the terms "small business," "small organization," and
"small governmentaljurisdiction."ll5 In addition, the term "small business" has the same meaning as the
term "small business concern" under the Small Business Act.1l6 A small business concern is one that:

112 47 U.S-C. § 2S4(d). See also 47 U.S.C.§(bX4),(5) (Commission policy on universal service sball be based, in
part, on the' priHiples6ateontributioBs should be equitable and nondiscrirninatry. and support mechanisms
should be 1peeific1predictable,and. sufticient).

113 See SJIII'tl discussion at paras. 2-3.

114 47 C.F.R. §§ 52.17 (applying to all telecommunications carriers), 54.703 (applyiug to every
teIecommunicatiolls carrier that provides interstate telecommUDieations services, ev«y proVider of interstlte
te1econmttpicatioDs tIlatoft'ers telecommunications for a fee on a non-common carrier basis, and certain
pawbodj~), _64.6o.f(eX4)(iii)(A) (applyiq to every carrier providing iutelstlte telee;onuthmieations
services)•. We nca tba the Commission's nIIfs for llltivenal service exempt certaiD small eomributors, i.e.,
contriburDls that have revenue below a stated dnsbold. 47 C.F.R. § 54.705.

m 5 U.S.C. § 601(6).

116 5 U.S.C. § 601(3) (inc:orporatiDcby referencetile definitionof"smallbusinessconcem" in 15 U.S.C. § 632).
Pursuantto the RFA, tile statutorydefinitionofa small businessapplies"unlessan agency,afterconsultationwith die
(continued. ...)
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(l) is independently owned IDd operated; (2) is not dominant in its field ofoperation; and (3) satisfies
lIlY additional criteria established by the Small Business Administration (SBA).117 A small organization
is generally "lIlY not-for-profit enterprise which is incIepeadentIyowned and operated and is not
dominaat in its field."111

57. The SBA has defined a small business for Standard Industrial Classification (SIC)
categories 4812 (Radiotelephone Communications) and 4813 (Telephone Communications, Except
Radio1elephoae) to be small entities when they have no more than 1,500 employees.1I9 We first discuss
the number ofsmaD mlephooe companies falling within these SIC categories, then attempt to refine
further those estimates to correspond with the categories oftelecommunications companies that are
commOllly used under our roles.

58. A "small business" under the RFA is one that, inter alia, meets the pertinent small
busineu size Sllndlrd (e.g., a telephone communications business having 1,500 or fewer employees),
and "is Dot dominant in its field ofoperation."120 The SBA's Office ofAdvocacy contends that, for RFA
purposes, small incumbent LEes are not dominant in their field ofoperation because any such
dominaace 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
determiBations in other, non-RFA contexts.

59. The most reliable source of infonnation regarding the total numbers ofcommon camer
and related providers nationwide, including the numbers ofcommercial wireless entities, appears to be
data the Commission publishes aDIlually in its Trends In Telephone Serviee report.122 According to data
in the most recent report, there are 4,822 interstate camers. These carriers include, inter alia, incumbent
local exchange camers, competitive local exchange camers, competitive access providers, interexchange

(ContiDued &om previous page) ----------
OfficeofAdvocacyoftbe SmallBusinessAdministrationand afteropportunityforpublic comment,establishesone
or moredofiDitionsofsuc:b term which are appIopliatetothe ac:tivitiesofthe apncyandpublishessuch defInitioD(s)
in the Fe4eralR.qister." 5 U.S.C. § 601(3).

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

118 5 U.S.C. § 601(4).

119 13 C.F.R. § 121.201. CateCories4812 and 4813 baverecentlybeen reclassifiedasNAICS codes 513321,SI3322,
51331,q.dSI334.

120 5 U.S.C. § 601(3).

121 Letter'from Jere W. Glover, SBA, to Cbmn. WilliamE. Keunard, FCC, dated May 27, 1999. The Small Business
Act comaiDsa definitionof"smaJIbusinessconcem,"which the RFA incorporatesinto its own definitionof"smaU
business." See 15 U.S.C. § 632(a)(SmallBusinessAet); SU.S.C. § 601(3) (RFA). SBAreplationsinteipiet"small
businessconcern" to include the conceptofdominanceon a national basis. 13 C.F.R. § 121.102(b). SiBee 1996, out
ofan abuRdanceo(caution, the Commissionhas includedsmaD incumbentLEes in its reguJatoIytlexibilityanalyses.
Sse. e.g., lmplementationoftheLocalCompetitionProvisionsofthe Te/ecommunicationsACi of1996, CC Docket
No. 96-98, First Report and Order, 11 FCC Red 15499, 16144-45(1996).

122 FCC, Common CarrierBureau, Industry AnalysisDivision, Trends in TeJephoneService, Table 16.3 (December
2000) (TradsReport).
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carri-, other winfiae C8lTien IDd service providers (iBcluding sbared-tawat service providers and
private....." operator service providers, pay teIephoae operators, providers ofte1ephone toll service,
wireless carriers aad services providers, and reeellers.

60. Total Number ofTelephone Companies Affected The United States Bureau ofthe
Census ("the Census aa-u") nports1hat.at dle end of1992, there Wae 3,497 firms engaged in
proviclbll teIephoae services, as defiDed therein, for at least one year.m This number comains a variety
ofdiffelent ~gories ofcaniers, including Ioca1 excbm1ge carriers, interexcbange carriers, competitive
access providers, celhdar cmiers, mobile 8el'Yice carriers, operator service providers, pay telephone
ope..-., PCSproviders,·c:overecI SMR providers, and resellers. It seems certain that some ofthose
3,497 telephone service firms may not qualify as small entities or small incumbeat LEes because they
are not "independently owned and operated."~ For example, a PeS 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 firms are
small edtity telephone service firms or small incumbent LEes that may be affected by the decisions and
rules adopted in this Order.

61. Wirelme Carriers andService Providers. SBA has developed a definition ofsmall
entities for telephone communications companies other than radiotelephone companies. The Census
8w'eau 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
empla,ees. Thus, even ifall 26 ofthose companies had more than 1,500 employees, there would still be
2,295 _ ..radiotelephone companies that might qualify as small entities or small incumbent LECs.
Although it seems certain that some ofthese caniers are not independently owned and operated, we are
unable at this time to estimate with greater precision the number ofwireline caniers and service
provi_ that would qualify as small business concerns under SBA's definition. Consequently, we
estimatetbat 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, andResellen. Neither the Commission nor SBA has
developed a definition particular to small local exchange caniers (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. l27 The most reliable source

L'Z3 Unite4~DepInmoatofCommerce,Bureauofthe Census, 1992 CensusofTransponation,CommUDie:atioas,
and Utilities: EsIabIisJunentandFirm Size, at Firm Sia 1-123 (1995) ("1992 Cemusj.

114 IS U.S-C. § 63a(aXI).

125 1992 census,.aqmz, at Firm Size 1-123.

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

127 13 C.F.R. § 121.210, SIC Code 4813.
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of infannatiolllegardiDg the number of these caniers nationwide ofwhicb we .are aware appears to be
the data that we collect ann_lyon the Form 499-A. AccordiDl to our most recent data, there are 1,335
incumbent LEes, 349 CAPs, 204 IXCs, 21 OSPs, 758 paypbone providers and 541 resellers.12I Although
it seems eenain that some ofthese carriers are not independently owned and operated, or bave more than
1,500_plGyees, we are unable at this time to estimate with greater pmcision the number oftbese
carrierslbat would qualify as small business concerns tmder SBA's definition. Consequently, we
estimate that there are fewer than 1,335 incumbent LEes, 349 CAPs, 204 IXCs, 21 OSPs, 758 paypbone
providets, and 541 resellers that may be affected by the decisions and rules adopted in this Order.

63. C61htlar Licensees. Neither the Commission nor the SBA bas developed a definition of
small entities applicable to cellular licensees. The applicable definition ofsmall emity 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 ftom a total of 1,178 sucb firms whicb operated during 1992
bad 1,080 or more employees.l3O Even ifall twelve oftbesefirms were cellular telephone companies,
nearly all cellular carriers 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 carriers 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 bave more than 1,500 employees, and are unable at this time to estimate with greater
precision the number ofcellular service carriers that would qualify as small business concerns under the
SBA's definition. We estimate that there are fewer than 806 small cellular service carriers that may be
affected by the proposed rules, ifadopted.

64. 220 MHz Radio Service - Phose I Licensees. The 220 MHz service has both Phase I and
Phase n 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 of small entities
speciflC811y applicable to such incumbent 220 MHz Phase I licensees. To estimate the number ofsuch
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 firms which operated during 1992 had

121 See TrendsReport at Table 16.3. The total for rescllers includesboth toll rescllersand local rescllers. The
categoryfor CAPs also includescompetitivelocal exchangecarriers(CLECs) (total of129 for both).

129 13 CFR 121.201,SICcode4S12.

130 1992 Census, Series UC92-S-1, at Table S, SIC code 4812.

131 Trendl Report, Table 16.3.

132 13 CFR 121.201, StandardIndusaialClassificatioa(SIC)code 4812.
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1,00001 mOle apIoyees.133 If1llis .....tIdo conti8ues iD the CODtex:t ofPbase I 220 MHz liceasees,
"" estiIaate1fJat nearly all such licensees IN small buaiDesses under the SBA's definition.

65. 220 MHz RJJdio Service - Phase nLicensees. The Phasell 220 MHz service is a new
servi~· and is subject to spectrum auetioDs. In the 220 MHz ThirdRqort and Order, we adopted
criteriab defibiDI small_ vfItY small 1MIsinesses for purposes ofdetermiDina their eligibility for
spec"" JIrOVisicms such as WdcIiDg cadits and iDstallment payments.1M We have defined a small business
as an eJIIity that, together with its affiliates and controlling principals, bas averap gross revenues not
exceedilag 515 minion for the preceding three years. A very small business is defined as an entity that,
together with its aftifiates and controIliIag principals, has average gross revenues that are not more than
$3 m.iJIiDn fbr the preceding tbree years. ISS TIle SBA Ifas approved these definitions.136 An auction of
Phase U liceDses cOmmenced on September 15, 1998, end closed on October 22, 1998.131 Two auctions
ofPhase n licenses have been conducted. In the first auction, nine hundred and eight (908) licenses were
auetiODCKl in 3 different-sized geographic areas: three nationwide licenses, 30 Regional Economic Area
Group I.iicenses, aad 875 Economic Area (EA.) Licenses. Ofthe 908 licenses auctioned, 693 were sold.
Complllies clailning small business status won: ODe ofthe Nationwide licenses, 67010 ofthe Regional
licenses, and 54% ofthe EA licenses. The second auction included 225 licenses: 216 EA licenses and 9
BAG licenses. Fourteen companies claiming small business status won 158Iicenses:3I

66. Priwzte andCommon CQ1Tier Paging. In the Paging Third lWport and Order, we
adopted criteria for defining amaU businesses and very small businesses for purposes ofdetermining
their eliFDiIity 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 515 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 not more than 53 million for the preceding three years.l40 The SBA has

133 U.S. BureauoftbeCcmus,U.s. DeplrtmentofCemmcrce, 1992 Census of Transportation,('.ormn\lllieatioas,
and Utilities,UC92-s..1, SubjectSe:ries,Establisbmentand Firm Size, Table 5, EmploymemSize ofFirms; 1992, SIC
code 4812 (issuedMay 1995).

134 220 MHz lbirdbportand Order, 12 FCC Red 10943, 11068-70, at paras. 291- 295 (1997).

135 220 MHz lbird Report and Order, 12 FCCRcdat 11068-69, para. 291.

136 Se8 Letter from A. Alvarez, Administrator,SBA, to D. Phythyon,Chief: WirelessTelecommunieationsBureau,
FCC (J_6, 1_>-
137 See gttne1'QIly PublicNotice, "220 MHz ServiceAuction Closes," ReportNb. WI' 98-36 (W'ueless
Telecommunic:ationsBureau, October23, 1998).

J3I Public Notice, "FCC Announces It is Preparedto Grant654 Phasen220 MHzLie:c:nsesAfterFinal Payment is
Made,"R.eportNo. AUC-18-H,DA No. 99-229 (WirelessTelecom. Bur. Jan. 22, 1999).

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

140 220 MHz 'J'hUyJReport and Order, 12 FCC Red 11068-69, at paragraph 291 (1997).
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approved these defiDitiODS.141 An auction ofMeuopolitan Economic AIea (MEA) liceJlSeS commenced
on February 24, 2000, and closed on March 2, 2000.142 Of the 985 licenses auctioned, 440 were sold.
Fifty-seven ccmpuies claiming small business status won. At present, there are approximately 24,000
Privaa.PaaiDI site-specific Iicases and 74,000 Common Carrier Paging licenses. According to the
most nDcent 7rends RBport, 427 carriers reported that they were engaged in the provision ofpaging and
mes-p'g services.a° We do DOt have data specifying the number ofthese caniers that are not
indepeldeatly owned IDd opaated or have more than 1,500 employees, and therefore are unable at this
time to estimate with greater precision the Dumber ofpaging carriers that would qualify as small business
conceru 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 roles adopted in this Order. We estimate that
the JMjority ofprivate and common camer paging providers would qualify as small entities under the
SBA definition.

67. BroodbandPersonal Communications Service (PCS). The broadband PeS spectnun is
divided into six frequency designated A tbrouah 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.l44 For Block F, an additional classification
for "very small business" was added and is defined as an entity that, together with their affiliates, bas
average. gross revenues ofnot more than $15 million for the preceding three calendar years.l45 These
regulations definiBg "small entitY' in the context ofbroadband PCS auctions have been approved by the
SBA.J.46 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 40% ofthe 1,479 licenses for Blocks D,
E, and ".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 PeS 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 PCS providers as defined by the SBA and the Commission's auction rules. On Januuy 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. Pbythyon, 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 Tf'BIf(/s lWport, Table 16.3.

]44 See Amendment ofParts 20 and 24 ofthe Commission's Rules - Broadband PCS Competitive Bidding and the
Commercial Mobile Radio Service Spectrum Cap, Report and Order, FCC 96-278, WT Docket No. 96-59
Sections 57-60 (released June 24, 1996),61 FR 33lS9 (July 1, 1996); see also 47 CFR Sec:tion 24.72O(b).

145 See Amendmeil'1t ofParts 20 and 24 ofthe Commission's Rules - Broadband PeS Competitive Bidding and the
Commercial Mobile Radio Service Spectrum Cap, Report andOrder, FCC 96-278, WT I)od(et No. 96-59
Sections 60 (released June 24, 1996),61 FR 33859 (July I, 1996)

146 See, e.g., Implementation of Section 309(j) ofthe Communications Act - Competitive Bidding, PP Docket No.
93-253, Fffth Report and Order, 9 FCC Red 5532, 5581-84 (1994).

]47 FCC News, BroadbandPCS, D, E andF Block Auction Closes, No. 71744 (released January 14, 1997).
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the 3SwimJ.iDc bidders in this auction, 29 qualified as small or very small businesses.

68. NI;IrrowbandPeS. To date, two auetioDs ofnarrowband Pes liceDses have been
condtJcted. 'l1u'ouIh'"auctions, the Commission has awarded a total of41 licenses, QUt ofwhich 11
were ..,.iMdby small businesses. For purposes ofdae two auetioBs that have already been held, small
busbtesses wen defined as eutities with averaae JI"OSS revenues for the prior three caIeadar years of$40
moo. 01'_ To ensure meanin&ful participation ofsmall business entities in the auctions, the
Commission adopted a two-tiered definition ofsmall businesses in the NarrowballdpesSecondReport
and ()wJer.WI A small business is an entity that, topIher with affiliates and CODtmlling interests, lias
avenllt gross revenues for the three precedina years ofnot more thaD $40 million. A very small
businels 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 ftrture, the Commission will auction 459 licenses to serve MTAs and 408 response channel
licenses.~ is also one megahertz ofD8ITOwband PCS spectrum that has been held in reserve and that
the Commission has not yet decided to release for licensing. The Commission ClDDot predict~Iy
the number oflicenses that will be awarded to small entities in future auctions. However, four ofthe 16
winniDa bidders in the two previous narrowband PeS auctions were small businesses, as that term was
definedunder the Commission's Rules. The Commission assumes, for purposes of this IRFA, that a
large portion ofthe remaining nmrowband PeS licenses will be awarded to small entities. The
Commission also assumes that at least some small businesses will acquire nmrowband PeS licenses by
means ofthe Commission's partitioning and disaggregation rules.

69. Rural Rodiotslephone Ser¥ice. lhe Commission has DOt adopted a definition ofsmall
entity specific to the Rural Radiotelephone Service.I

•
9 A significant subset ofthe Rural Radiotelephone

Service is the Basic Exchange Telephone Radio Systems (BETRS).15O We will use the SBA's definition
applicable to radiotelephone companies, i.e., an entity employing no more than 1,500 persons.1SI There
are approximately 1,000 licensees in the Rural Radiotelephone Service, and we estimate that almost all
of them qualify as small entities under the SBA's definition.

70. Air-GroundRadiotelephone Service. The Commission has not adopted a defmition of
small entity specific to the Air-Ground Radiotelephone Service.I

'2 We will use the SBA's defmition
applicable to radiotelephone companies, i.e., an entity employing no more than 1,500 persons!'3 There
are approximately 100 licensees in the Air-Ground Radiotelephone Service, and we estimate that almost
all of them qualify as small under the SBA definition.

148 In the Mauer ofAmendment oftile Commission's Rules to Establish New PersoDal COmmunicadons Services,
Narrowbtnd PCS, Docket No. ET 92-100, Docket No. PP 93-253, Second Report andOrder andSecondFurther
Notice o.fProposM16demaking, 15 FCC Red 10456 (2000).

1.9 TheMl'Yiceisdefilledin § 22.99oftbeCommission'sRuJes,47 CFR.2299.

&.SO BE1'IS is clet1Dedin §§ 22.757 and 22.759 of1he Commis$io1l'sRules,47 CFR22.757 and22.7S9.

15l 13 eFR 121.201,SIC code 4812.

In The service is defined in § 22.99ofthe Commission'sRuJes,47 CFR22.99.

1S3 13 CFIl121.201, SIC code 4&12.

30



FCCOl·l4S

71. Specializ«JMobile RotJio (SMR). Pursuant to 47 CFR Section 9O.814(bXI), the
Commission haS defiDed -small business" for purposes ofauetioDing 900 MHz SMR licenses, 800 MHz
5MB. licenses for the upper 200 channels, IJlCI 800 MHz SMR licenses for the lower 230 channels on the
800 MHz band, as a firm that bas had average annual gross revenues of515 million or less in the three
prece4ing calendar years.'" 'The SBA bas 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 515 million size standard. The auction ofthe 525 800 MHz SMR
geographic area licenses for the upper 200 channels began on October 28, 1997, and was completed on
neca.ber 8, 1997. Ten winning bidders for geographic area licenses for the upper 200 channels in the
800 MHz SMk band qualified as small businesses under the 515 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 1,050 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 515 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 5MB.
service pursuant to extended implementation authorizations, nor how many ofthese providers have
annual revenues ofno more than 515 million. One firm has over SIS million in revenues. We assume,
for purposes of this FRFA, that all ofthe remaining existing extended implementation authorizations are
held by small entities, as that term is defined 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. DeseriptioD orProjected ReportiDg, R.econikeepiDg, ad OtIaer CompliaDce
RefI1dretaellts

74. Any decisions on rule changes adopted in this proceeding potentially could modify the
reporting and recordkeeping requirements oftelecommunications service providers regulated under the
Communications Act. As discussed previously, we potentially could require telecommunications service
providers to file additionallDdlor different monthly or quarterly reports.1" In addition, we seek
conuneAt 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 eontn"bution requirements.l51 Any such reporting requirements potentially could require the use
ofprofessional skins, 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 CPR Section 9O.814(bXI).

155 See supra discussion at paras. 37-38.

156 See supra discussion at paras. 24.

151 See supra discussion at para. 31.
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submittiDI~ to USAC, ..whedler the costs ofsuch reporting ale outweighed by the potential
beDlfitsofa CIIrier surcbarp. EDtities, especially small businesses, ate eacourapcl quaDtify the costs
and beDefits ofcarrier SlII'CIuqe reporting requirement proposals.

S. Steps Takea to MilIA... Sipificaat Eeoa.1aie Impact .a SIDIlIl Eatlties,
...Sipileut Altenatives Coali4end

75. The RFA requires an agency to describe any significant alternatives that it has
CODSiderel in~biDg its proposed approach, which may include the following four alternatives (among
others): (1) the establishment ofdiffering compliaace or reporting requirements or timetables that take
into account the~ available to small eatities; (2) the clarification, consolidation, or simplification
ofcompliuce or reporting requirements under the rule for small entities; (3) the use ofperformance,
rather... design, standards; and (4) an exemption from coverage ofthe rule, or any part thereof, for
small entities.l5I

76. As discussed previously, this Notice seeks comment on how to streamline and reform
both the manner in which the Comm.ission assesses camer contributions to the universal service fund and
the manner in which caniers may recover those costs from their customers.1" We seek comment on
whether.8!Dd how to revise the universal service contribution methodology. We seek comment on
specific proposals to require carriers to contribute based on a percentage ofcollected revenues, or to
contribut4 on the basis ofa flit-fee charge, such as a per-line charge. AdditiOllalIy, we seek comment on
limiting the m8Dller in which caniers recover contribution costs from end users. Ifcaniers choose to
recover vaiversa! service contributions from their end users through line items, we propose to require
caniers to do so through a uniform universal service line item that conesponds to the contribution
assessmeat on the carrier. The Notice also seeks comment on any other mechanisms for the assessment
and recovery ofvaiversa! service contributions.

77. Wherever possible, the Notice proposes general rules, or alternative rules to reduce the
administrative burden and cost ofcompliance for small telecomm~ons service providers. As
discussed above, UDder the current universal service contribution rules interstate telecommvaications
service providers whose lIDDual uaiversal service contribution is expected to be less than 510,000 are not
required to con1ribute to the 1D1iversal service mechanisms.I$) In this Notice, we seek comment on the
impectoftheproposed contribution assessment methodologies on the current de minimis exemption to
the uniVOlUl service contribution requirement. We speoifically seek comment on whether to retain,
modify, or elimiDate the de minimis exemption. We also more generally seek comment from small
businesses on the costs and benefits of reporting requiremeats associated with the various proposed
universalservice assessment methodologies. 161 Finally, the Notice seeks comment on measures to avoid
sipiflClUlt ecoDOJI1ic impact on small business entities, as defined by section 601(3) ofthe Regulatory
F1exlbi"" Act.

6. Federal RIlles that May Duplicate, Overlap, or Coatliet with tlte Proposed

151 5 U.S.C. § 603(c).

1~ See SIIflTa discussion at paras. 2-3.

I$) See ltIf1'a discussion at para. 31; see also 47 C.F.R. 54.708.

161 See..o discussion at para. 37.
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R....

78. None.

D. Ccnameat JI'iIbIc Plveeftftl

79. Pursuant tosectiolis 1.415_1.419 of1he Commission's niles, 47 C.F.R. §§ 1.415,
1.419, iDterestcld parties may file comments 30 days or fewer from publication in the Federal Register,
and I1ilpIy COIDIleats 45 days or fewer from publication in the Federal Register. Comments may be filed
using tie Commission's Electtonic Comment Filing System (ECFS) or by filing paper copies.l62

80. Comments fIled through the EeFS 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 nllemaking 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 rulemaking number appear in the caption ofthis proceeding, commenters
must submit two additional copies for each additional docket or nllemaking number. All filings must be
sent to the Commission's Secretary, Magalie Roman Salas, Office ofthe Secretary, Federal
Communications Commission, 445 12th Street, S.W., Washington, D.C. 20554.

82. 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, 445 12th Street, S.W.,
Washinaton, 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 of submission, and the name ofthe 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-e804,445 12th Street, S.W., Washington, DC 20554, or via the Intemettojboley@fcc.govand
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. AccordiDgly, IT IS ORDERED that, pursuant to the authority contained in sections 4(i),
40),201-205,254, and 403 ofthe Communications Act of 1934, as amended, 47 U.S.C. §§ 154(i),
1S4(j), 201.105,254, ancI403, this Notice ofProposed RuIoJnMing IS .ADOPTED.

IS. IT IS FURTHER ORDERED that the Commission's Consumer Information Bureau,
Refereace IDfonDatioa Ccater, SHALL SEND a copy ofthis Notice ofProposed R.u1emaking, including
the InitiaillepJatory Flexibility Analysis, to the ChiefCounsel for Advocacy ofthe Small Business
Adminilthtion.

FEDERAL COMMUNICATIONS COMMISSION

Maplie Roman Salas
SecJetary
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Fecleral CoamuicatioasCommilsioD

SEPARATE STATEMENT OF

COMMISSIONER SUSAN NESS

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

FCCOl-14S

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 ofthe 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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