I.  Introduction and Overview
This report presents state-by-state revenues for 1999 and universal service support data for 2000; the data are presented via an explanatory overview, tables, and a technical appendix. State-level industry-wide telephone revenues are primarily estimated using data from Telecommunications Industry Revenues,
 and from Statistics of Communications Common Carriers.
  The universal service data are obtained primarily from reports filed with the Commission by the National Exchange Carrier Association (NECA) and Universal Service Administrative Company (USAC).

In January 1997, the Industry Analysis Division of the FCC’s Common Carrier Bureau first released state-by-state information on telephone service revenues.
  That information, based on 1995 data, was prepared to provide all parties in the universal service proceedings access to the same data.  Subsequently, similar information, including universal service data, was published for calendar years 1996, 1997, and 1998.
  These state-by-state estimates have been used by the FCC, state commissions, and other parties to analyze changes to the universal service fund.
 


The actual payments, or support, received by telephone companies in each state from the universal service fund (USF) are generally identified as payments in the statistical tables in this report.   Also presented are estimates of amounts collected from carriers in each state to fund universal service programs.  These amounts are identified as "contributions."  Rural states (Wyoming, for example) receive more payments from universal service support programs than they contribute.  In contrast, urban states tend to contribute more than they receive.  It is important to note that the nationwide sum of contributions into the Universal Service Fund is equal to the payments made from USAC to carriers for universal service programs.

Numerous interesting facts are found in the data conveyed in this reports’ tables.  These include:

· Total high-cost support programs for 2000 amounted to $2.237 billion.  These programs ensure that consumers in all regions of the nation have access to telecommunications services.

· Total low-income support payments for the Link Up and Lifeline Assistance programs for qualifying consumers were $522 million for 2000.

· All high-cost and low-income support programs amounted to $2.759 billion for 2000. 

· Total local exchange revenues for the incumbent local exchange carriers (LECs) for 1999 were $71.3 billion; competitive LECs’ telecommunications revenues for 1999 totaled $6.5 billion.

· Total telecommunications revenues for mobile wireless carriers for 1999 was $48.5 billion.

This report does not include information on universal service programs for schools, libraries, and rural health-care providers as data for these programs are recorded on academic years and not by calendar year.  Data for these programs are provided in the Universal Service Monitoring Report.

II.  Telephone Revenues by State


This report contains state-level estimates of total telecommunications revenues, end-user revenues, and carrier’s carrier revenues.  End-user revenues include revenues associated with services to end users and does not include resale (carrier's carrier) revenues. Carrier’s carrier revenues are sales to other universal service contributors for resale.

The Telecommunications Industry Revenues report presents nationwide data on telecommunications revenues derived from information filed on Form 499-A Telecommunications Reporting Worksheets.  Figure 1 and similarly Table 1 contain a summary of end-user, carrier’s carrier, and total telecommunications revenues for both the intrastate and interstate jurisdiction.

Information from the Statistics of Communications Common Carriers is used to allocate nationwide revenues for incumbent local exchange carriers’ (ILECs) local exchange service revenues, access revenues, and toll revenues to each state.
  Information from access filings to the Commission is used to allocate subscriber line charge (SLC) revenues.  Nationwide competitive local exchange carriers’ (CLECs) revenues and mobile wireless revenues are allocated using data from the Local Telephone Competition at the New Millennium report.

Table 2 provides estimates of interstate and intrastate telecommunications revenues for 1999 by state for all telecommunications carriers as well as estimates of interstate and intrastate end-user and carrier’s carrier revenues for 1999 by state.
  In Table 3, intrastate end-user, carrier’s carrier, and total telecommunications revenues are reported for ILECs’ local exchange service, CLECs, wireless, SLCs, access, ILEC toll, and non-ILEC toll.
  Components of interstate carrier’s carrier, end-user and total telecommunications revenues are presented in Table 4.  These components include ILECs, CLECs, wireless, access, and toll.
 Table 5 provides estimates of end-user, average revenues per loop per month for local exchange, SLCs, interstate toll, intrastate toll, and mobile wireless.

III.  Data Related to Universal Service Support Programs

The high-cost support programs enable areas with very high costs to recover some of these costs from the support programs, leaving a smaller remainder of the costs to be recovered through end-user rates in high-cost areas.  In this manner, the high-cost support programs are intended to hold down rates and thereby further one of the important goals of federal and state regulation -- the preservation and advancement of universal telephone service.  Also contained in this section are data on the low-income programs.  The low-income programs, Lifeline and LinkUp, are designed to promote universal service by helping low-income individuals afford the monthly cost and installation cost of telephone service.
There currently are five high-cost support programs.  These include three programs for high-cost loop (HCL) support, long-term support (LTS), and local switching support (LSS).  Total national data for these programs as well as that for low-income and high-cost model support programs are summarized in Table 6.
One way in which local rates have been maintained at affordable levels is to provide high-cost loop assistance to carriers with above average non-traffic-sensitive (NTS) "local loop costs" -- a term that refers to costs of providing the loop connection between customers and the central office.  NTS costs are allocated to both the intrastate and interstate jurisdictions because all local loops can be used for making and receiving both intrastate and interstate telephone calls.  In the year 2000, 25% of these costs were allocated to the interstate jurisdiction for almost all carriers.  The expense adjustment allows those study areas
 with an average cost per loop that exceeds 115% of the national average to allocate an additional portion of their NTS costs to the interstate jurisdiction and have those costs covered by the USF.  The expense adjustment depends upon both the difference in average cost per loop of the study area and nationwide average, and size of the study area.
 

HCL support program data are summarized in Table 7. The state-by-state sum of annual support payments from the USF to both rural and non-rural carriers made in year 2000 is presented in the table. 
  Also,  total HCL support payments  as well as payments to carriers on a per-loop per-month basis are presented.   Contributions into the USF on a per-state basis are computed by multiplying total HCL payments by the ratio of interstate end-user revenues in each state to total nationwide interstate end-user revenues.
 Finally, contributions on a per-loop per-month basis as well as the difference between contributions and support on a total annual basis are reported.


The second high-cost support program, long-term support, is also related to non-traffic-sensitive costs.  LTS provides support to members of NECA’s common line pool, to allow them to charge below-cost carrier common line (CCL) rates uniform for all firms in the pool.  The amount of LTS that a NECA pool member is eligible for in 2000 is the 1997 level of LTS (the difference between the 1997 CCL revenue requirements and the sum of 1997 CCL revenues using the NECA pool rate and 1997 subscriber line charge revenues) multiplied by the rate of growth of national average NTS cost per loop.


Local switching support is related to traffic-sensitive local switching costs.  LSS provides support to LECs with study areas of 50,000 or fewer access lines, to help defray higher switching costs for small LECs.  For the year 2000, LSS is the product of switching costs and the LSS factor.  The LSS factor is the difference between the 1996-weighted dial equipment minute (DEM) factor and the 1996-unweighted DEM factor.  The unweighted DEM factor is the ratio of interstate dial equipment minutes to total dial equipment minutes.  The weighted DEM factor is the product of the unweighted DEM factor and the weighting factor.  The weighting factor ranges from one for carriers with over 50,000 lines to three for carriers with fewer than 10,000 lines.  Thus, carriers with over 50,000 lines do not receive LSS.
   

On October 21, 1999, based on Joint Board recommendations, the Commission adopted a new high-cost support program for non-rural carriers.
  The new program is based on forward-looking costs of providing supported services
 as determined by the Commission’s cost model.
 For each state, the cost model calculates wire center average forward-looking costs per line incurred by non-rural carriers to provide supported services.  These wire center average costs are then averaged at the statewide level to determine statewide average forward-looking costs per line.  The forward-looking support program provides support to non-rural carriers in states having statewide average forward-looking costs per line greater than the national benchmark, which is set at 135 percent of the national average forward-looking costs per line.
On May 31, 2000, the Commission established an explicit interstate access universal service support program for price-cap carriers to replace implicit support previously collected through interstate access charges.  Like LTS, the purpose of this new program is to provide explicit support to ensure reasonably affordable interstate end-user monthly flat rates.  This is in contrast to the Commission’s other high-cost support programs, which enable states to ensure reasonably affordable and comparable intrastate rates.  The new program provides support to carriers serving lines in areas where they are unable to recover permitted revenues from newly revised subscriber line charges.  Aggregate support is fixed annually at $650 million.  It is targeted to density zones with greatest need.  It is provided on a portable, per-line basis, available on a competitively neutral basis to any eligible telecommunications carrier serving a supported customer, regardless of the technology used.


Tables 8 through 11, respectively, present data on long-term support, local switching support, high-cost model support, and interstate access support programs.  The state-by-state annual support payments from the universal service fund to carriers in the year 2000 are shown for each of the above programs, along with the payments computed on a monthly per-loop basis.  Similarly, state-by-state estimated contributions from the carriers to the universal service fund in the year 2000 are also shown along with the contributions computed on a monthly per-loop basis.  The net flow of funds (payments from the universal service fund on a state-by-state basis to carriers less state-by-state estimated contributions from carriers to the universal service fund) for year 2000 is also presented on an annual basis along with a monthly per-loop basis.


Table 12 summarizes combined support and contributions for the five existing high-cost support programs:  HCL, LTS, LSS, new high-cost model support, and interstate access support. Total net gains or losses for each state from the  high-cost support programs are shown.  The net gains or losses are calculated by subtracting the state-by-state estimated contributions from carriers to the universal service fund from the payments received by carriers from the universal service fund.   In many cases, the value of the net gains is negative.  Net gains and monthly net gains on a per-loop basis are also shown in this table.

Low-income consumers have historically been assisted through the Lifeline and LinkUp programs.  The Lifeline program provides reduced monthly service charges to eligible low-income households.  The LinkUp program provides reduced connection charges for new low-income subscribers to establish service. 

Table 13 presents data on low-income support programs.  Presented are estimated year 2000 payments from low-income support programs.  Payments to carriers for the year 2000 are annualized based on the first nine months of the year.  The same payments on a per-loop per-month basis as well as estimated contributions from carriers to the universal service fund by state are also contained in this table.  These are computed by multiplying total support payments by the ratio of interstate end-user revenues in each state to total nationwide interstate end-user revenues.  Also expressed are those contributions on a per-loop per-month basis as well as the difference between payments to the carriers and contributions from the carriers on a total annual basis.  Finally, these amounts are reported on a per-loop basis.

In Table 14, data from the low-income support programs (table 13) is added to data from the summary of high-cost support programs (table 12) to provide a total support program summary




�  Industry Analysis Division, Telecommunications Industry Revenues: 1999.


�  Statistics of Communications Common Carriers, 60th Anniversary Edition.


�  Industry Analysis Division, Distribution of Intrastate and Interstate Telephone Revenue by State.


�  Industry Analysis Division, Universal Service Support and Telephone Revenue by State; Industry Analysis Division, State-by-State Telephone Revenue and Universal Service Data.


�  See, for example, Bob Rowe, Commissioner of the Montana Public Service Commission and chair of the National Association of Regulatory Utility Commissioners (NARUC) Communications Committee, Meeting the Telecommunications High-Cost Fund Obligations, presented at the Boston NARUC Convention, November 14, 1997; and Carol Weinhaus, Sandra Makeeff, Brian Roberts, et al, Options for the Universal Service Fund, Telecommunications Industry Analysis Project: Boston, Massachusetts October 15 1997.


� The administrative costs of the programs are small and are partially offset by interest earnings. 


�   See Section 4 of the report titled Program to Monitor Impacts of Universal Service Support Programs, CC Docket 98-202, Universal Service Monitoring Report (Monitoring Report) for information on the universal service programs covering schools, libraries, and rural health-care providers.





�  As defined in the instructions for Form 499-A, carrier’s carrier revenues measure sales to universal service contributors for resale.  As an example, this includes access services that local exchange carriers provide to toll carriers.  Sales to de minimis carriers, customers, governments, non-profits, and any other contributors are treated as end-user revenues.  Note that filers contribute to the universal service funding program based on their end-user revenues.





�  Revenues for Alaska, Guam, the Northern Mariana Islands, and the Virgin Islands are not estimated using data from the Statistics of Communications Common Carriers because these jurisdictions have no telephone companies subject to the FCC's Automated Reporting Management Information System (ARMIS) 43-01 and 43-08 reporting requirements.  Intrastate telephone revenues for these jurisdictions are estimated based on the number of loops in the jurisdiction and the nationwide average revenue per loop.  Interstate telecommunications revenues for these jurisdictions are estimated from the number of access minutes in the jurisdiction and the nationwide average revenue per access minute.  





�  Industry Analysis Division, Local Telephone Competition at the New Millennium.





�  Table A-1 of the Appendix reports the percentage of end-user revenues by region of the country from data from FCC Form 499-A.  This table also shows the percentage of end-user revenues for each region based on aggregating the estimates of end-user revenues reported in Table 1.  The difference in percentage points between these two sources is less than one in all seven regions.


�  Estimated intrastate industry telephone revenues for Alaska, Guam, the Northern Mariana Islands, and the Virgin Islands are determined by multiplying the nationwide average intrastate industry telephone revenues per loop by number of loops in the jurisdiction.





�  Estimated interstate industry telephone revenues for Alaska, Guam, the Northern Mariana Islands, and the Virgin Islands are determined by multiplying the nationwide average interstate industry telephone revenues per access minute by number of access minutes in the jurisdiction.  � TC "2.  Interstate End-User Telephone Revenues" \f C \l "3" �  





�  A study area is generally a local carrier's operation in one state.


� The expense adjustment for study areas with under 200,000 lines is 65% of NTS costs for costs between 115% and 150% of the nationwide average, and 75% of NTS costs for costs 150% above the nationwide average.  The expense adjustment for study areas with 200,000 or more lines increases from 10% of NTS costs for costs between 115% and 160% of the nationwide average to 75% of NTS costs for costs above 250% of the nationwide average.  Refer to Table 3.1 of the Monitoring Report for more details on the percentage of additional allocations of NTS costs to the interstate jurisdiction.


� See 47 C.F.R. § 51.5 for a definition of a rural telecommunications carrier.  Non-rural telecommunications carriers are incumbent local exchange carriers that are not certified as rural carriers.





�  Administrative expenses and interest earnings of the administrator have been ignored in determining total contributions necessary to support the HCL program.  This same assumption also applies to LTS, LSS, and low-income support funding estimates.


�  The base level of support is frozen at 1997 levels.





�  Note that the sum of the LSS factor and the unweighted DEM factor shall not exceed 0.85.  The weighting factors are based on line counts in 1998.  The weighting factors are frozen at 1996 levels.  For more details on weighting factors, refer to Table 3.6 of the Monitoring Report.


20   High-Cost Methodology Order, FCC 99-306.





21 The services eligible for federal universal service support are listed in section 54.101 of the Commission’s rules.  47 C.F.R. § 54.101.





22  The cost model consists of:  (1) a model platform, which contains a series of fixed assumptions about network design and engineering; and (2) input values for the model platform, such as the cost of network components, e.g., cables and switches, as well as various capital cost parameters.  The Commission adopted the model platform in the Platform Order released in October 1998.  Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Forward-Looking Program for High-Cost Support for Non-Rural LECs, CC Docket No. 97-160, Fifth Report and Order, 13 FCC Rcd 21323 (1998) (Platform Order).  The Commission adopted input values in the Inputs Order released in November 1999.  Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Forward-Looking Program for High-Cost Support for Non-Rural LECs, CC Docket No. 97-160, Tenth Report and Order, FCC 99-304 (Inputs Order).
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