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Secretary

Federal Communications Commission
445 - 12th Street, S.W.
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Washington, D.C. 20554

Re:  Notice of Ex Parte Presentation
Universal Service Contribution Methodology (CC Docket Nos. 96-45, 98-
171, 90-571, 92-237, 99-200, 95-116, 98-170, and NSD File No. L-00-72)

Dear Ms. Dortch:

This is to advise you that, on October 2, 2002, Anne E. Hoskins, Regulatory Counsel,
Verizon Wireless, and the undersigned, met with James Schlichting, Deputy Chief, Wireless
Telecommunications Bureau; Jeffrey Steinberg, Deputy Chief, Commercial Wireless Division,
Wireless Telecommunications Bureau; Wayne Leighton, Senior Economist, Wireless
Telecommunications Bureau; and Diane Law Hsu, Acting Deputy Chief, Telecommunications
Access Policy Division, Wireline Competition Bureau.

The topic of the meeting was the above-referenced universal service contribution
methodology proceeding. Verizon Wireless continues to maintain that a revenue-based
contribution methodology is fairer and more consistent with the statute than any proposed
connection-based mechanism. Verizon Wireless noted the recent filing by the Cellular
Telecommunications and Internet Association (CTIA) of data from six wireless carriers, which
shows that wireless carriers’ percentage of interstate revenues is in a range between 10% -
28.5%. These data demonstrate that a revenue-based system is workable. While Verizon
Wireless would support a re-calibration of the safe harbor to reflect market changes, these data
show that a proposed assessment level of $1 or more per wireless handset would represent an
inequitable and illegal increase in wireless carriers’ assessments.

Verizon Wireless also showed that implementation of the per-connection proposal is far
riskier to the fund’s sustainability than retention of the existing system. Even carriers that
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advocate the per-connection approach, such as AT&T and Sprint, have warned that they may not
be able to implement it by March 2003, although they have been proposing it for over a year. It
would indeed be unfair to expect carriers such as wireless carriers, who have opposed per-
connection assessment, to implement the per-connection plan — particularly since the changes to
the IXCs’ contribution methodology is the foundation for CoSUS’s argument, albeit inadequate,
that the per-connection plan is legal under section 254(d). Indeed, many commenters have
pointed out that the legal infirmities of the proposal present substantial likelihood of its rejection
on appeal.

The per-connection proposal is also unlikely to result in a sustainable fund, and would
probably result in its own type of “death spiral.” Verizon Wireless noted recent filings by the
Coalition for Sustainable Universal Service (“CoSUS”) regarding projected assessment levels
under the per-connection proposal. Those filings purport to show that a $1 per-connection
charge on residential, single-line business, and wireless connections would result in a residual
multi-line business charge of less than $4.00." Verizon Wireless used publicly available data to
demonstrate that these claims appear to be inaccurate. Indeed, as soon as the Joint Board
suggested that the residential and wireless charge be frozen at $1 for five years, CoSUS, which
includes the largest users group, immediately objected, claiming that the level of the resulting
residual charges “may substantially undermine the national consensus on the importance of
universal service support.””

The recent CoSUS filings projecting the levels of the per-connection assessments also
demonstrate the substantial inequities that would have to be worked out of the existing proposals
to bring them into conformity with the statute. For example, in its September 20, 2002 ex parte
letter, CoSUS admitted that the estimates it has placed on the record of multi-line business USF
assessments between $2.50 and $3.00 per line were an “average” that included Centrex
assessments of only $0.40 to $0.50 per line.” In its comments in this proceeding, Verizon
Wireless has pointed out that the various per-connection assessment proposals are thinly veiled
efforts to shift the burden of USF programs away from the sponsors of the proposals, in many
cases onto wireless carriers.”

In particular, Verizon Wireless has pointed out the inequity of assessing high-volume
multi-line business lines at a monthly rate significantly lower than wireless lines, which may be
“peace-of-mind” safety phones that are only used in cases of emergency.” These parties would

' CoSUS ex parte letter dated Sept. 26, 2002, CC Docket Nos. 96-45 et al., at attachment.
2 CoSUS ex parte letter dated Aug. 9, 2002, CC Docket Nos. 96-45 et al., at 2.

3 See, e.g., CoSUS ex parte letter dated Sept. 20, 2002, CC Docket Nos. 96-45 et al. (“CoSUS September 20 ex
parte”).

See Verizon Wireless reply comments, May 13, 2002, at 2-3, 13.
> Id at21-22. See also CTIA reply comments, May 14, 2002, at 6.
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have the Commission adopt a USF assessment methodology that assesses a substantially lower
charge each month on a wireline business connection that generates high volumes of usage and
interstate activity than it assesses for a wireless phone that is kept in a customer’s glove
compartment for use in the event of emergency. Logic suggests that even wireless phones that
are used for more than just emergencies generate substantially lower interstate usage, and lower
revenues, than Centrex business wireline connections.

The belated revelation that the CoSUS plan would assess only $0.40-$0.50 per Centrex
line also shows the inadequacy of the record in this proceeding for the Commission to ascertain
whether the per-connection proposals meet the statutory requirements of equity and non-
discrimination. The Commission should not make radical changes to the existing assessment
methodology.® Instead, Verizon Wireless urges the Commission to adjust the existing revenue-
based system in the near term. The Commission should (1) increase the wireless safe harbor
percentages based on actual carrier data regarding interstate traffic percentages; (2) adopt a
mechanism to correct for the effect of the assessment/collection lag on carriers with declining
interstate revenues;’ (3) expand the base of contributors to include providers of broadband
services.” Only after such reasonable steps have been undertaken can the Commission consider
whether more radical changes can be justified.

The materials that Verizon Wireless used in the meeting are attached. Consistent with
the Commission’s Rules, this letter is being filed electronically in each of the above-referenced

dockets.
Respectfully submitted,
WILKINSON BARKER KNAUER, LLP
By: /s/
L. Charles Keller
cc: James Schlichting
Jeffrey Steinberg
Wayne Leighton

Diane Law Hsu

See Verizon Wireless ex parte letter dated September 13, 2002.

For example, Verizon Wireless’ parent company, Verizon Communications, has proposed a collect-and-remit
system that would account for the lag. See, e.g., Verizon Communications ex parte letter dated September 19,
2002.

Verizon Wireless comments, April 22, 2002, at 15-17.
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VERIZON WIRELESS
ILLUSTRATIVE RESULTS USING FCC DATA FOR ACCESS LINE COUNTS AND FUND REQUIREMENTS
COMPUTATION OF MLB PRICE AND SUSTAINABILITY

Per Unit MLB Price
USF Rating
Funding Source Category Line Units Monthly Rate Annual $s
USF Fund Size 6,345,668,000 (h)
Category (a) units
ILEC Residence Lines (a) 111,181,802 (d) assume $1 1,334,181,624
ILEC SLB Lines (a) 3,329,973 (d) assume $1 39,959,676
CLEC Res. & SLB (j) (a) 7,793,071 assume $1 93,516,852
Lifeline -(a) -6,026,611 (c) assume neg. $1 -72,319,332
Wireless (a) 128,375,000 (e) assume $1 1,540,500,000
Pagers (a)/4 18,000,000 | assume $0.25 (g) 54,000,000
Total Units 262,653,235
Total Weighted Category (a) units 249,153,235 2,989,838,820
Residual Funding Requirement 3,355,829,180
Category (b) units (Residual)
Business Lines
ILEC Analog Multi-line (b) 38,099,775 (d)
ILEC Digital (b) 11,913,954 (d)
CLEC MLB (j) (b) 8,250,938
Total Category (b) units (b) 58,264,667 4.80 (1) 3,355,829,180
Total Collected 6,345,668,000

(a) Assumes a $1.00 per-connection assessment for residential, single-line business, and wireless voice connections.

(b) Residually determined per-unit price.

(c) Source: FCC Statistics of Communications Common Carriers (Sept. 2002) at Tbl. 2.16.
(d) Source: Id. at Tbl. 2.4. (Residential Line count includes payphone lines.)
(e) Source: FCC Seventh CMRS Competition Report (July 2002) at C-2, Tbl. 1.

(f) Source: Id. at 65.

(g) This chart conservatively uses CoSUS’s proposed $0.25/pager assessment without expressing approval for its appropriateness.
(h) Source: FCC 4Q02 Contribution Factor Public Notice.

(1) Assumes no reduction for Centrex lines.

(j) Source: FCC Local Telephone Competition: Status as of June 30, 2001 (Feb. 2002) at Tbl. 2.




