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AGENDA

1. INTRODUCTION

2. THE WIRELESS THRESHOLD

3. THE LOCAL USAGE COMPONENT

4. ELIGmILITY OF WIRELESS SERVICES
FOR UNIVERSAL SERVICE SUPPORT

5. SUMMARY

8 October 1997 2 AirTouch Commlwications, Inc.



INTRODUCTION

• Wireless services have important roles to play
in universal service policy.

• The forward-looking economic cost
mechanism for universal service support
should take wireless technologies into account.

• Universal service policies should not preclude
the use ofwireless technologies.
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THE WIRELESS THRESHOLD:
OVERVIEW OF THE ISSUES

A. ADEQUACY AND EFFICIENCY OF SUPPORT

B. TAILORING TO LOCAL CONDITIONS

C. MODELING THE COST OF WIRELESS
UNIVERSAL SERVICES

D. RELATIONSHIP TO COMPETITNE BIDDING
MECHANISMS
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THE WIRELESS THRESHOLD:
ADEQUACY AND EFFICIENCY OF SUPPORT

• Support based on wireless costs is sufficient.
• Support is to be based on the forward-looking costs

of an efficient provider.

• An efficient provider will use a wireless
technology where that is cheapest.

• Support above wireless costs is excessive.
• A wireline bias will needlessly and wastefully

increase the costs of universal service.

• The social costs are particularly high due to the
inefficient taxes levied to fund universal service.
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THE WIRELESS THRESHOLD:
TAILORING TO LOCAL CONDITIONS

• A single cap will almost always be incorrect.
~i True costs will differ based on terrain, population

density, and other factors.

• Trying to come up with a single cap needlessly
increases the difficulty of the policy decision.
~~ What will be the basis of the single number? The

di -I ?mean, me an, some percentl e....

• A tailored cap allows policy makers to focus
on the important areas.
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THE WIRELESS THRESHOLD:
MODELING THE COST OF WIRELESS

UNIVERSAL SERVICES

• It can be done.

• A loose cap is better than no cap because
properly constructed it can only help.

• The cap can be tightened over time.

• Begin by calculating costs for a set of pro
forma wireless networks using list equipment
prices and conservative operating expense
assumptions.,
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THE WIRELESS THRESHOLD:
RELATIONSHIP TO COMPETITIVE

BIDDING MECHANISMS

• Competitive bidding is the best way to go after
difficult auction issues have been resolved and
when market conditions are ripe.

• Unless auctions are properly designed,
incumbents will recover excessive amounts.

• In the absence ofcompetition, auctions will
allow incumbents to recover excessive
amounts.
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LOCAL USAGE COMPONENT:
OVERVIEW OF THE ISSUES

A. The local usage component is needed to
ensure that support levels are properly
calculated to account for traffic-sensitive
costs.
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B. The local usage component is not needed to
ensure that consumers are offered a useful
and desirable service.
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LOCAL USAGE COMPONENT:
PROPERLY MEASURING COSTS

• Absent a local usage component, technologies
with low access costs and high traffic-sensitive
costs would appear to be unrealistically cheap.

• The Commission and the states should take
traffic-sensitive costs into account in
determining the size of the local usage
component.
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LOCAL USAGE COMPONENT:
USE AS AN ELIGIBILITY REQUIREMENT

"Unless [the Commission is] able to quantify an
amount of local usage that must be provided without
additional charge to the consumer by carriers receiving
universal service support for serving rural, insular, and
high cost areas, we believe there is a potential that the
consumer would have to pay additional per-minute fees
and would not receive the benefits universal service is
designed to promote."

Universal Service Order at '67.
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LOCAL USAGE COMPONENT:
LET COMPETITION DO ITS JOB

• Competition will ensure that consumers are
offered a useful and desirable service.
=: Revealed preference.

;:~ Spillovers from ILEe regulation.

• Regulation of the price structures used by
wireless entrants will wastefully restrict
consumer options and violate competitive
neutrality.
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ELIGIBILITY OF WIRELESS SERVICES
FOR UNNERSAL SERVICE SUPPORT

• The local usage component is just one way in
which regulators may inadvertently limit the use
ofwireless technologies.

• Using universal service eligibility to trigger
additional regulation will inefficiently deter
wireless entry.

• Artificial requirements in the name of"ensuring
quality" will inefficiently deter wireless entry.
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• Principles of fairness and efficiency dictate that a

wireless threshold be used to cap universal service
support payments based on local conditions.

• The wireless threshold should be based on a defmed
local usage component.

• The FCC and the states should not limit the
eligibility of wireless services by imposing
a free local usage requirement.

• Price and quality regulation of entrants' wireless
universal services is not in the public interest.
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ATTACHMENT A

FCC Attendees

Natalie Wales
Wade Herriman
AbdelEqab
Stagg Newman
Bill Sharkey
Bryan Clopton
Brad Wimmer
Jeff Prisbrey
Chuck Keller

Joint Board Member Attendees

Charlie Bolle, SD PUC
Ann Dean, MD PSC
Brian Roberts, CA PUC
Kevin Schwenzfier, NY DPS
Tiane Sommer, GA PSC
Barry Payne, IN Office ofConsumer Counsel
David Dowds, FL, PSC
Anthony Myers, MD PSC.

Industry Attendees

Rich Clarke, ATT
John Donovan, Telecom Visions (Hatfield team)
Ernie Carter, ATTIMCI
Tom Madden, ATT
Whit Jordan, Bell South
Ed Cameron, RUS
Gary B. Allan, RUS
Chris Frentrup, MCIJ.
McGirr-Conti, Bell Atlantic
P. Lonagan, Bell Atlantic
Scott Randolph, GTE
Rick Cimerman, NCTA
Glenn Brown, US West
Hal Baumhardt, Sprint,
David Porter, World Com
Pam Fusting, NTCA.


