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Before the

FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C.  20554

Federal Universal Service Support Mechanisms

Supplemental Report Regarding

Fund Size Projections and Contribution Base

For the Third Quarter 2000

I.

Introduction

The Universal Service Administrative Company (“USAC”) submits this Supplemental Report Regarding Federal Universal Service Support Mechanisms fund size and administrative cost projections for the third quarter of calendar year 2000 (“3Q2000”).  USAC is the not‑for‑profit corporation responsible for administering the federal universal service support mechanisms, including the High Cost, Low Income, Schools and Libraries, and Rural Health Care Universal Service Support Mechanisms.
  USAC also performs billing, collection, and disbursement functions for all of these support mechanisms.  In accordance with section 54.709 of the Federal Communications Commission’s (“FCC” or “Commission”) rules,
 USAC previously filed the fund size projections and contribution base for 3Q2000 on May 2, 2000.
  

II. 
The CALLS Order

USAC submits this Supplemental Report pursuant to the Commission’s May 31, 2000 order adopting the integrated interstate access reform and universal service proposal put forth by the members of the Coalition for Affordable Local and Long Distance Service (“CALLS”).
   The CALLS Order creates a new interstate access universal service support mechanism and directs USAC, under the direction of the High Cost and Low Income Committee of the USAC Board of Directors, to administer this new mechanism.
  USAC is required to keep separate accounts for the amounts of money collected and disbursed for interstate access universal service support, and is required to account for and recover the administrative expenses that it incurs in connection with administering the interstate access universal service support mechanism.

In order to implement the interstate access support on July 1, 2000, the CALLS Order directs USAC to file with the Commission no later than June 5, 2000, a supplement to its third quarter 2000 filing, revising its estimate of the universal service support requirements in light of the Commission’s action.  The Commission directed USAC to account for the additional support necessitated by the interstate access support mechanism as well as additional Lifeline support.  To prevent fluctuations in the contribution factor and ensure a uniform collection of contributions, the Commission directed USAC to estimate support requirements in its supplemental filing for the third quarter of 2000 as if all carriers potentially eligible for interstate access support will file to receive such support.  In the event that not all eligible carriers ultimately seek such support, USAC shall apply any surplus contributions to reduce future collection requirements.

The Commission recognized that the CALLS Order does not change the current universal service contribution methodology.  Rather, it adds a new support mechanism to the existing methodology.  Thus, in addition to the support requirements of the existing support mechanisms for high-cost, low income, schools and libraries, and rural health care, USAC will submit estimated support requirements for the interstate access support mechanism, and the quarterly contribution factor will reflect those additional support requirements.  The quarterly contribution factor also will reflect the increased Lifeline support required by the CALLS Order.
 

The timetable contemplated by the Commission is as follows.  In early June, 2000, based on USAC’s Supplemental Filing, the Commission will release a Public Notice announcing the third quarter contribution factor.
  On or before June 30, 2000, all eligible telecommunications carriers seeking interstate access universal service support are required to file the applicable line counts and other data necessary to calculate interstate access support.  On or around August 2, 2000, USAC will file with the Commission estimated universal service support requirements for the fourth quarter.

III. Administrative Expenses

Section 54.709(a)(3) of the Commission’s rules requires USAC to submit its projected quarterly budget at least 60 days prior to the start of the quarter.
  In the USAC 3Q2000 Filing, 

USAC projects a 3Q2000 consolidated budget of $9.931 million.
  This figure included a contingency of $0.075 million for work in 3Q2000 should the Commission approve the CALLS proposal.  At this time, USAC believes that this contingency will be sufficient to cover the work necessary to implement the CALLS Order.  Therefore, the total amount USAC has budgeted for 3Q2000 administrative expenses is unchanged.  The allocation of billing and collection and common costs to each universal service support mechanism will change as a result of allocating a portion of the billing and collection and common costs to the new interstate access universal service mechanism.  USAC has included a revised Appendix 9 to reflect the effect of the CALLS Order on USAC’s 3Q2000 budget. 
IV. Revised Funding Requirements Pursuant to the CALLS Order
A.  New Interstate Universal Service Support Mechanism


In the CALLS Order, the Commission established a new interstate universal service support mechanism and sized that mechanism at $650 million annually for five years.
  Allocating one-fourth of this amount to 3Q2000 results in an additional $162.5 million funding requirement for the universal service support mechanisms. 

B.  Increase in Lifeline Support Mechanism

USAC’s 3Q2000 filing projected a total funding requirement for the Low Income Support Mechanism for the 3Q2000 of $119.115 million.
  In the CALLS Order, the Commission mandated that the first tier of federal Lifeline support will be increased by $60 million in the first year of the CALLS plan.  This first-tier Lifeline support shall be available to any eligible telecommunications carrier serving a qualifying low-income consumer, regardless of whether the carrier charges a SLC or is a CALLS signatory.
  Allocating one-fourth, or $15 million, of this amount to 3Q2000 results in an amended funding requirement for the Low Income Support Mechanism for 3Q2000 of  $134.115 million.  

V. Carrier Certification Requirement

Section 254(e) of the Telecommunications Act provides that a carrier receiving universal service support must use that support “only for the provision, maintenance, and upgrading of facilities and service for which the support is intended.”
  To ensure that carriers receiving interstate access universal service support will use that support in a manner consistent with section 254(e), the CALLS Order requires carriers seeking such support to file a certification with the Commission and USAC.
  This certification is applicable to price cap LECs and eligible telecommunications carriers seeking support from the interstate access universal service mechanism.  The certification shall be filed with the Commission and USAC at the same time a carrier files its first set of line count data with USAC.  Such certification shall be filed in CC Docket No. 96-45 annually thereafter on June 30.  The certification may be filed in the form of a letter and must state that the carrier will use its interstate access universal service support only for the provision, maintenance, and upgrading of facilities and service for which the support is intended.
  

VI.
Implementation Status of Reforms to High Cost Support Mechanism

USAC was required to implement the reforms to the High Cost Support Mechanism for non-rural companies effective January 1, 2000.  Revised output results of the cost model were not available for inclusion in USAC’s 3Q2000 Filing.
  USAC has not included any information on the distribution of the forward-looking support as the underlying data, formulae, and computations were not provided in time for USAC to include the company-by-company output in this filing.
  USAC is working to assemble this data and intends to make a second supplemental filing as soon as possible.  

VII. Contribution Base

As USAC reported on May 2, 2000, the total interstate and international end‑user revenue base to be used in determining the contribution factor for the High Cost, Low Income, Schools and Libraries, and Rural Health Care Support Mechanisms for 3Q2000 is $40,806.160 million.

Since its May 2 filing, USAC determined how much larger the contribution base would have been if the international revenues of companies that qualify for the exemption from the contribution base (i.e., where a carrier’s interstate revenue is less than 8% of its total interstate and international revenue).  Had their total interstate and international revenue been included, the contribution base would have been $41,007,459,710.
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�	See Changes to the Board of Directors of the National Exchange Carrier Association, Inc., CC Docket No. 97-21, Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Third Report and Order in CC Docket No. 97-21, Fourth Order on Reconsideration in CC Docket No. 97-21 and Eighth Order on Reconsideration in CC Docket No. 96-45, FCC 98-306, 63 Fed. Reg. 70564 (rel. Dec. 21, 1998).


�	47 C.F.R. § 54.709(a)(3).


� 	See Universal Service Administrative Company, Federal Universal Service Support Mechanisms Fund Size Projections and Contribution Base For the Third Quarter 2000 (May 2, 2000)(“USAC 3Q2000 Filing”).


� 	See In re Access Charge Reform, Price Cap Performance Review for Local Exchange Carriers, Low-Volume Long Distance Users, Federal-State Joint Board On Universal Service, CC Docket Nos. 96-262, 94-1, 99-249, 96-45, Sixth Report and Order in CC Docket Nos. 96-262 and 94-1, Report and Order in CC Docket No. 99-249, Eleventh Report And Order in CC Docket No. 96-45, FCC 00-193 (rel. May 31, 2000) (“CALLS Order”).  Appendix B of the CALLS Order contains the amendments to Part 54 the Code of Federal Regulations necessary to implement the Commission’s directives set forth in the order.  


� 	See CALLS Order ¶ 226.


� 	See CALLS Order ¶ 226.


� 	CALLS Order ¶ 229.


� 	CALLS Order ¶ 223.


�	See 47 C.F.R. § 54.709(a)(3).


�   	CALLS Order ¶ 229.


�	47 C.F.R. § 54.709(a)(3).


� 	See USAC 3Q2000 Filing at 3.


� 	CALLS Order ¶ 201. 


� 	3Q2000 USAC Filing at 22, Exhibit 5.


� 	CALLS Order ¶ 216.


�	47 U.S.C. § 254(e).


�	CALLS Order ¶ 232.


� 	CALLS Order ¶ 232.


� 	See USAC 3Q2000 Filing at 10.


� 	See Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, 12 FCC Rcd 8776, 8915 (1997) (“Universal Service Order”), as corrected by Federal-State Joint Board on Universal Service, Errata, CC Docket No. 96-45, FCC 97-157 (rel. June 4, 1997), affirmed in part in Texas Office of Public Utility Counsel v. FCC, 183 F.3d 393 (5th Cir. 1999).  See also Letter from Robert Haga, USAC, to Irene Flannery, Chief, Accounting Policy Division (Mar. 27, 2000).


� 	See USAC 3Q2000 Filing at 36.
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