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MUNICATIONS COMMISSION
(JF THE SECRETARY

July 17, 2003
HERAL COM
Marlene H Daorich e QFFIGE

Office ol the Secretary

Federal Communicanions Commission
443 12" Swreet, SW

Washmgton. DC 20354

Re Ex Parte Comments to FCC Staff on Study of Universal Service
Fund CC Docket Nos 96-45, 98-171, 90-371, 92-.237, 99-200, 95-1186,
98-170. NSD File No L-00-72

Dear Ms Dortch

The achievement of panty in telecommunications standards in
rural America 1s a major purpose of the universal service fund {USF)
Rural schools. librarnies and homes deserve to have equal access to
telephones and other telecommunications services when compared to
those located m more densely populated areas of the United States. In
rural America. some great stnides have been made 1 the delivery of
telecommunications services  For example, 1t 1s estimated that 89% of
rural homes have wireline telephone service and the e-rate program, paid
tor by the Universal Service Fund, has made some progress in bringing
services 1o our rural schoals and libraries

The very formation of the Organization Concerned about Rural
Educaion (OCRE) was predicated on the belief of equality mn
educational standards with respect 1o the condition of physical structures,
guality teachers and the access to technology As a result, OCRE has
long been a staunch advocare for the sustamability of the universal
service fund  Yet, recently, some concerns have been expressed that the
future holds a dechine m funds available to sustain the universal service
fund Among the reasons cited for this trend are a dechine in interstate
revenues, the bundling of local and long distance calhing packages and
customer demand for universal service programs

Conscquently there are those who believe that the current
collection system simply needs minor modifications while others believe
a major change n the collecuon methodology 1s necessitated  To that
end. and much to the credit of the FCC. a Staff Study was done that
attempted 1o project the effects various proposals would have on the
universal service fund  The FCC seeks to ensure the full funding of the
USF by changing collection methodology Three of the four proposals
would drastically change the method of collection from a revenue based
system [o a connection based system
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In all ot the connection based proposals presented m the study, there seems to be a
sigmificant shift in the burden of payment from interstate and international busmess
commumty calls to the residential custormer base Can such a radical change in the formula
for collection methodology be jusufied 1f the people, including families with school-aged
children, who are to benetit from the universal service tund are those who must shoulder
the greatest burden of pavment” [n addition, the ever protected reserve fund, considered to
be an absolure necessity by industry and consumer groups, although briefly mentioned, 1s
conspicuously absent from the staff study  This leads to questions revolving around the
reserve fund, and its subsequent condition 1f this radical change i collection 1s made

As an orgamzanoen whose focus 1s on the success of rural education. OCRE views
the unmiversal service tund as a necessity n the achievement of parity of services to all
segments of the Umted States  Therefore, we support the current revenue-based
methodology us the most fair and least market ntrusive manner in winch funds are
collected In that way, the FCC avoids taking the mevitable blame for capriciously
changing collection methodologtes that disproportionately atfect  customers who make
few or no long distance calls  With that in nund, OCRE suggests that the FCC senously
considers an expansion m the base of conmributors to the USF This would be more
inclusive of all types of telecommunications providers, would solve the existing concern of
decline tn interstate revenues, as well as thwart the potenttally wmnequuabie result that a
connection based methodology will cause Furthermore, 1t certainly would conform with

marker trends

In another decision, the FCC 1ncreased the safe-harbor rate used as the basis for
wireless providers to contribute to the USF from 15% to 28 5% OCRE commends the
Commussion for 1ts ability to timely recogmze shifting market trends and act accordingly
As time progresses, this will likely prove 1o be a wise decision on the part of the FCC that

wiil help the USF to remain sustamable and predictable

QCRE views the proposed connection based changes as unnecessanly extreme,
and opposcs any drastic changes to the method of collection of umversal service funds.
We encourage the Commussion to make small changes to correct munor nefficiencies or
ineguities. as done in the recent past  In addition, we respectfully urge the Commissioners
to allow an adequate passage of time between impiemented changes. to allow the results to

be observed fully

We urge the Commussioners 1o retain the current revenue based mechanism for
assessing universal service fund contributions

Sincerely.
Dale Lestina

President



