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Chairman K"v in Martin
Commissioner Jonathan Addskin
Commissioner Michacl Copps
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CilmmissitlnCr Robcrt McDowcli
Fedcml Communications Commission (via c-mail)

[le: ~:x Parte Communication, WC I>ockets Nos, 06-122 and 05-337 and CC
!lockct No. 96-45

Dear Chairman Martin and Commissioners:

[n a recent series of [ilings, BT Americas ("BT")' has attacked thc current revenue-based
Universal Service Fund ("USF") contribution mechanism used by the Federa[
Communications Commission ("FCC" ill' "Commission"), and touted the benefits ofa
change to a numbers-based contribution mechanism. Given the consistent opposition of
th" National Association of State Utility ConslllllCf Advoeaks ("NASUCA") to such
proposals.' on behalf of telephone conSUlllers nationwide. we respond hcre to some tlf the
arguments made by BT.

! BT describl's ilsdf as"one of the leading providers of global corporate infimnalion lechnnlogy
servICes. _.. <' BT filing (June 26. 20(8) at I, n.l. Uliless otherwise indicated, all reterences herein are to
filings in we Docket Nos. 06-122 urld 05-.H7 and CC D<Kket NO.l)6-45.

:: See generally id.: see also BT ex pnrles (July to and July 23. 2008). The June 26. 2008 BT filing is
inlended 10 be a response 10 Ihe Commission's \lay 2,2008 invilation tn pflrlies 10 refresh Ihe record on
this dnd related proceedings. BT descrihes the \-tflY 2, 2008 invilfllion as a Pllblic NOlice; il was actually a
press release.

See, e.g.. N/\SUCA COlllmellls 10 Refresh Ihe Record (July 7. ~008J al 21-24; NASUCA ex parte
(Januflry II. 2(08) (nltaching NASUCA resnhuion opposing numbers-based mechanism); Ni,\SUCA ex
pflrte (Seplember 25, 20(7).



BT asserts that the current revenues-based mechanism "has become increasingly
unwieldy, unfair and ecollomically inefticient'" and that ..the revellues-based assessment
system harms the very consumers that the USF system is supposed to bene lit, because it
inefficiently represses both supply and demand for telecnmmunicatillns services.'" With
regard to the latter statement, NASUCA' s ex p~lIte liled on January 11,200&
comprehensively addressed the errors in the claims that the current mechanism represses
Iciecommull ications usage.

More importantly, with regard tll bmh statements, whatever the problems with the current
assessment mechanism, BT utterly tilils to shmv that a IIumbers-based mechanism wlluld
be any less unwieldy, less unlnir or less economically ineflicient. We will examine each
of BT's subsequent allegatiuns in that light.'

• "The existing revenue-based assessment mechanism is unwieldv and ultimate Iv
1I1lsustainnble."g

BT proclaims at length the diftieulties of separating "assessable" from "noli-assessable"
revenues and services." The Commissiun has already effectively dealt with many of these
issues lhrllugh the adoption of "safe harbor" percentages, which alluw carriers -- even
thuse with higher levels nf interstate and international revenues (or assessable versus nun
assessable revenues) to pay based l1l1 a predetermined percentage, Ftllther, as
demonstrated by NASUCA and never challenged by allY party, the revenue-based
mechanism is as nJoust, ifnnt more so. than a 1111mbers~ or cOl1l1ectinns~basedmCl:hanism
under cllllditions of substantial increases to funding levels. And the level uf revenues
being assessed under the mechanism has been remarkably stable over the last few years,
a, shown on the attached charts, Further, the Commission touk a major step to stabilizing
the fund when, in May of this year, it capped payments to competitive eligible
telecomnnmications c<JITiers.l!J

CBT tilillg (JlIne 26, 200S) at I.

" Id. at 1·2.

(, NAStJ('A. ex parte Oanuary 11.2008) at 3·4,

fhe order of the presentation of these issues here differs slightly from that in BT's tiling.

R8T filing tJllne 26. 1008) fit 2.

Id.

c', FCC OS. 122 trel. May I, 200S).



• "~,Tlle existing revenue-based assessmellt system caUses ineqllities ~lInong

compl.:ting service providers and creates opportunities and incentives f{)r arbitrage
and abuse:'11

rhe notion that a numbers-based system wonld bc cntirely compctitively nClltral and
cr"ale no opportllnitics I()r arbitrage is a pipc drcam, This would be trllC cV<:n iI' all
I1l1mbcrs wcre assessed absolntely equally; bllt that appears highly IInlikely, As
NASUCA outlined carlier," the rcqllests for special trcatment IIndcr a numbers-based
mechanism are legion. There are:

CTIA's efforts to win special trcatment I()r certain wireless 1II11l1bers in a
numbers-based mechanism;') likewise, TracFone's similar reqnests on
behalrorits wireless customers;" Virgin Mobile's similar reqllests I(lr its
customers;)' Sage Telecom's on bchalfof"personalized ring and gyy
toll-li'ee";)" United Online Ine.'s on behalf or its services;" Commllnity
Voice Mail and GrandCcntral Ventllres, Inc, for their frec scrviccs:" USA
Mobil ity' s on behalf of paging companies:'" OnStar Corporatioll' sand
Mcrcedes-Benz USA, LLCs on bchalf of the "core telematics" service
IIsed in alltomobiles:'" ACUTA and Edllcanse on behalf of colleges and
IIniversities generally:" State University of New York at Albany Oil behalf
orllniversity PBXs:" and Ilughcs' ethlrts to subdivide broadband ,'apacity
in a connections-based Inechanism," Likewise, the Intcrcarrier
Compensation Forum's proposal contains wide latilllde I()r arbitrage,"

!) BT filing (June 26, 2008) al 2.

,: N<\SUCA ~x pat1c tJunc 29, 2006) ai 4.

" eTIA e, parle (April 26, 21l06).

qn'acFone ex pal1e (May 2, 2006) ill 1-2

I:; \/irgin Mobile ex pane dune 9, 2U06).

,n Sage Tclecorn ex pnrte (June 27. 20U6).

17 Uniled Online Inc. ex parte (April 26, 2U06).

::-; Community Voil'l.~ i'vlail ex parle (May 30. 2006); C;'randCcnlral Venlures, Inc. ex parte (April II, 20U6).

I'i liSA \'fnbility, Inc. ex parte ChllH~ 8.2006).

:') OnSlar Corpmation ex parte (June 14, 2006) al 1-2; \'Vferredes-Benz US/\.. LLC ex parte (April 12.
2006 ).

,i .ACUTA/Edu(:ause ex parle U'day 31. 2006) and 311ached while pal)er; s~e also Cl;'nlr~ll Florida
COllllnunity College ex parle (JUI1C 26, 2006).

:2 Slale UlliversilY of New YIHk at Albany ex parle (l\fay 24, 2006).

.:1 I-fughes ex parle (1\lay 17, 2(06).

I Intercmner COlllpensallon Forum ex parte lNovembcl 22. 2005) ,tl 1-4
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Further examples of requests I,)r special treatment were provided in NASUCA's
September 25, 2007 ex parte (at 6-8),

Even 131' itself apparently believes that the numbers of "business" customers (however
that is defined) could be charged difFerently fmm (at twice the rate charged) residential
customers (however that is delined)." Some ol'these requests fbr special treatment may
well be meritorious, but that merely emphasizes the uneven treatment that would be given
to numbers, and the opportunities for arbitrage that would be created.

• "The lack of clarity in the rules causes unnecessary disputes between service
providers and customers."'"

131' complains that "lllhe USF assessment rules are unclear and subject to constant
revision ...."" It is unlortunately true that rules change :lI1d are subject to dispute. And
the pmcess I,)r making those changes may involve "no notice or opportunity I()I'

comment," as 131' alleges." But there is no reason to believe that rules implementing a
numbers- or connections-based mechanism would be any more tixed or would be subject
to IeweI' disputes.

• "The revenue-based assessment system also imposes extraordinarilv burdensome
record-keeping LInd compliance oblig~ltions on telecommunications providers,"2"

BT asserts that "[a]t least six 01' BT's staff are dedicated lull-time or part-time to US
universal service and 499 matters."'" Ifsix employees were dedicated lull-time. that
W\luld mean that BT spent 12,480 person-hours each year. n or more tha... 200 times the
FCC's estimates I'JI" the USF form and the Telephone Relay Service I')rm. But. as BT
states. some of those employees are dedicated part-time; the employees work both on the
limns and other universal service matters; and 131' refers to both USF and TRS, Thus it is
impossible to use BT's data to reach the conclusion that "lllhe cost of compliance with
jllst this one item or us teleeommunications regulation is massive,""

::.~ BT ex parte Ollly 10,2008) (assuming a $0.75 assessment Oil resid..::ntial customers and a $1.50
d5Se!>sment O\J hilS illcss <:J1stolJ1ers).

:/. BT tiling (,hlllc 26. 2008) at 2.

Id,

::1 Id. at 2-3.

'" Id. at 2.

,) Id.

O! I.e" 6 * 2080 12,480.

<; Id. (emphasis <Jdded).
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• "[Tlhe revenlles-based mechanism is profoundly inefficient and harms the United
States' economic competitiveness in the global marketplace. ,,;,

It appears Ihat Brs real complaint here is wilh the level of the United States' USF. not
with the colleclion mechanism. The simplistic fact that othcr countries have USF
assessmcnts of 1% or 5%" does not recognize the depth and breadth of our Nation's
universal service commitment. Th"t said. NASUC!\ has been a long-time sllpporter of
efforts to limit the amollnts collectcd through the USF -- espccially the "high-cost"
portion of the fund -- in order to ensllre that those dollars are used only f,)r the purposes
set out in statute.

• Finally. "[rlevenue-based assessments have an inordinatc impact on providers and
consumers of high-end corporate data communications data services ;}nd VPNS."(5

Ilere wc have Ihe real meat orBT's complaint. Apparently. BT believes Ihat it and its
"global"'" cllstomers would pay less IInder a numbers-based regime than they do IInder
Ihe revenue-based mechanism. Yet BT's rcal isslle is nOI the mechanism. bllt with Ihe
Commission's determination in 1997 that international revcnlles shollid bc included in
the revenue base.· 7 Likewise, it may be that a "substantially higher proportion of high
capacilY data Ielccommllnications is jllrisdictionally interstate" compared to other
telecommunications offerings," There. however, BT's complaint is against Congress.
which reqllired all carriers Ihat provide interstate services to contribute. 47 U.S.C. §
254(d). In ract. ropuc I,)und that Ihe stalute did not give the FCC the ability 10 assess
illtrastate revenues to sllpport the USF. '" To the extent Ihat international carriers use
lewer numbers in the US. or high-capacity dam carriers also lise lewer numbers. they
would contribllie less under a nllmbers-based Inechanism.

In its Jllly 10.200& ex parte. BT asserts "Ihat a telephone numbers-based proposal would
not unfairly advantage corporate customers."" BT altempts to demonslrate this by
showing that, bascd on the cllrrently-assigned telephone numbers. a $0.75 assessment on
residential numbers and a $1.50 assessment on bllsiness numbers "would morc than

\l Id, at 3.

illd.

" Id.

" Id.

,7 See First Report and Order, 12 FCC Red 8776 (1997), 1f 779, That aspect of the FCC'~ ruling was
reversed Hud relllanded because it w<)lIld require a carrier \Vh.1se international revenues far olit\veigned its
lJuerstate revenues to be assessed on the total. see Fexos Of/ie'\.' o(Puh/it.: L"liI. Counsel v FCC, 183 F.3d
399, ·433-436 (SH1 Cir. 1999) ("FOPL"C'). bl.ltlhe FC'("s 5u'bseql~enldetermination thut carriers with
iluerSlatc reVt'llues less than 12~/o <)fthe total would be exempt is still in effect 47 C.F,R. § 54.706(c).

i:> ST tiling (Julie 26.2(08) al 3,

", See 183 F.3d al 446·449.

'" BT ex pane (July 10.2006) al I.
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support the annual $6 billion annual [ski USF funding requiremenL"" As noted above.
Ihis assumes that business numbers would pay more per number than residential
numbers, a proposal Ihat has not, as best as can be determined. been made so I;u' in this
record." And it also assumes that all business numbers will be assessed equally (and that
all residential numbers will alsn, albeit separately, be assessed equally). Tnlhe extent
this do~s not occur. and some !lumbers receive no or a lesser assessment. that wi II of
course increase the burden 011 other customers.

As NASUCA stated in its September 25, 2007 ex parte in response to an earlier ex parte
from IDT Telecom ("IDT'"). which, like BT, would likely bene lit from the imposition of
a Illunbers-based mechanism:

In conclusion, it should be clear that the proponents of switching to a
numbers-based mechanism should bear Ihe burden of demonstrating that
the change is necessary, and that the change will benetit (or at least not
harm) consumers. IDT's attempts tn do so cannot carry the day. It has not
been shown that a numbers-based mcchanism is more competitively and
lechnology neutral than the current system. NASUCA urges the
Commission to require more before making [his substantial changc to the
USF contribution mechanism. H

lIT's Ii lings, like IDrs. have not really advanced the cause."

Respectfully submitted,

David C. Ikrgmann
Assistant Consumers' Counsel
Chair. NASUCA Tclecommunications Committee
l'h:rg manll((vocc. state.oh .llS
Oflice of the Ohio Consumers' Counsel
lOWest Broad Street. Suite 1800
Columbus, OH 43215-3485
Phone (614) 466-8574
Fax (614) 466-9475

II rd. at 2.

lc BT also asserts lilat. under its proposed 3ss~ssm.ent stroctllrc. "the USF bllrJen on J low-income
o.;(lllsomer ... might be lower ullder i..I wlephone Illllllbers-bK'5ed proposal.'· rd. This wo{lId, of cOllrse be
entirely dependent 011 the structure Jlld the amount assessed under Ihat siructure.

n NASUCA September 25, 2007 ex parte, at 12.

1-1 Likewise, gelleral stat~ments like those in ex partes from Cox (JUly 15 and 16,2008) ill 06-122 mId nther
doo.:kcts that "a IllImbers-based conlTib{lIiol1melbodology .,. \vollid help cnsme thullhe lllliversal servio.:e
funding mec.hallism is nOIH.liscrirninatory alld Sllstaillable" are simply ullconvincing,
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NASUCA
8380 Colesville Road (Suite 101)
Silver Spring, MD 20910
Phone (30 I) 589-6313
Fax (30 I) 589-6380

cc: Federal-State Joint Board 011 Universal Service (and Joint Board StatY).
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NASUCA'S SEPTEMBER 30,2008 EX PARTE
RESPONDING TO THE AT&TNERIZON PROPOSAL



NRSUCR
NATIONAL ASSOCIATION
OF STATE UTILITY
CONSUMER ADVOCATES

VIA ELECTRONIC DELIVERY

Seplember 30, 2008

Cha irman Kev in Marti n
Commissioner Jonathan Adelstein
Commissioner Michael Copps
Commissioner Deborah Tate
Commissioner Robcrt McDowcli
Fcderal Communications Commission (via c-mail)

Re: Ex Parte Communication, we Dockets Nos, 08-152, 07-135, 06-122, 05-337,
05-195,04-36,03-109, and 02-60; CC Dockets Nos. 02-6, 01-92, 00-256, 99-68, 96
262, 96-45, and 80-286

Dear Chairman Martin and Commissioners:

On July 7, 20DR, the Nntional Association of State Utility Consumer Advocntes
("NASlJCA"), at Ihe Federal Communicalions Commission's ("FCC" or "Commission")
invitation,' filed comments to update Ihe Commission in a number of the above-listed
dockets,' Since that time, there has been a 1100d of filings in those and other dockets, to

I "Interim Cap Clears Path I'or Comprehensive Reform, COITImbsit!O Poised 10 MI/ve Forw,-Ird OIl Difficult
Decisions Necessary to Promote ~lIld Advance Arff/rdi.lhlc Telecommunications for All Americans," rTC
Prt~SS Release (May 2, 20(8) ('"Press Release").

Nigh-Cost Universal SC/yia SUI'llOri. we Docket No 05-337 ("05-337"'); ret/em/-Stute Joint BO(/I'd 0/1

UlliversLlI Service, CC Docket No. 96-45 ('1.)6-45"): Esrahiisllillg Jny! o/ld /?cQsOIw'de Natcs/or Local
Erchunge Curriers. we Dllckct No. 07-135: UI/ivcrsol Service Contrihllfion A1edunlotagy. we Docket
No, 06-122 C06-122"); COIlljJrehcltsh'e Review l!fthe Unh'l'rsal scrt'io' FUfld Maflagemefll,
AJl1Iiflislrotion, lmt/ Orcrsight. we DockCI Nfl, 05-195; Li/elint' and Link-UII, we Docket N\/, U3-1()9;
Rum/Health Cart' S'l/jJport ;VIce/wI/ism. \Ve Docket No, 02-60: 5\'lwols t/lld Lilmlrics UI/Il'ersal Service
511l11lHWt klee/ulilism. CC Docket No. 02-6: Ifilercllrrier COlllllenwtiull I?ijilrln, CC Docket No. 01-92 CO 1
t)'l"); Jlulti-Associmiol/ Grol/II (JIAG j Plan jllr Regulatio/l a/lnterwote Services iI/NO/t-Prin' Cap
II/Clll/dumt Loenl Erdwn)!,t' Corriers and InternellUllge Corriers. CC Docket N\'I. 00-256; IlIterl'alTier
COlllpelisatiollji,r IP-Bol/nd Tnafic. ec Docket Nil. <;><;>-68; ACI'ess Charj!,t! R</lmll. ec Docket No. 96
262: Jurisdictional Selwratio/Lv olld I?ljerral to tilt: Fedcral·,S'(ote Joint Board. CC Docket No. 80-286.
Comments of the National Association of State Utility Consumer Advocates to Refresh the Record (July 7,
211117)



which NASUCA nuw responds in ordcr that the consumer voice can be hcard over thc
continuing din uf industry special pleading.' The industry filings address the tightly
intertwined issues of intercarrier compensation and ulliversal service.

Most of the filings inlegrate three crucial but seriously incorrect concepts. which are in
fact entirely severable and deserve separate. not unified. response. The first concept is
(hat interearrier compensation C'ICC") should be nnified, for all types of calls. for
interstate and intrastate jurisdictions. at SO.0007 per minute.' The second concept is that
incumbcnt carriers should be able to recoup any revenues lost as a result of lowering
current ICC Gites to the SO.0007 level. through a combination of increases to interstate
subscriber line charges ("SLCs") and additional receipts from the federal universal
service fund ("USP").' And the third concept is that these increases in the USP will be
made in the context of a USP conl";bution mechanism that assesses tclephone numbers.
in place of the CUll'ent revenue-based Inechanism.

Many of the filings refer to Ihe mandamus (Irder issued by the D.C. Cil"Cuit Court of
Appeals {It re: Core COlltmunications. {nc.. No 07-1446. 200S WL 2649636 (DC Cir.
July S.200S)." That order. of course. dealt with the remand of the Commission's rnles
regarding reciprocal compensation for Internet service providel' ("ISP")-bound tralfic.
That order reqoires the Commission to justify the rules regarding that tmffie. or sec them
reversed. The D.C. Circuit order does not require the Commission 10 adopt a global ICC
framework by November 2008; the Commission need not do so. and should not attempt
t(l,

A "nHied rate of $0.0007 is arbitrary and not cost-based.

None of the recent comments make any pretense that the proposed SO.0007 rate has any
basis in any carrier's costs of termination or tt;anspOtt. much less the costs of all the
catTiers who will be subject to Ihe rate. Indeed. the National Exchange Carriel'
Association ("NECA") recently argued that this rate does not even cover its members'
cost of billing, let alone network costs.'

'There we('e 123 filings il1 05-317 and 13~ filings il1 01 ~92 be{Weel1 July 7. 2008 and Scplenlher 24,2008.
(S(ll11e (If those riliJlgs nll.lY have been made il1 bOlh d(lCkels.) New filiugs c01uiuue to be made; this
respnnse focuses on filings up thwngh September 23. 2008.

..\ IP-ElIu./J/e(1 SrJl·lc·p·. \VC Docket No. 04-.16 ("04_36 n
), 01 ~92, letter troll1 AT&T, C(\\upTIA. eTIA - The

\VireIess Association, Ghlbal Crossing. the Inf()rn1i.1tion Technology Industry clluncil, National Association
(If .\-lanufacturers~New Glnbal Telecom~ POilil(hle., SIlrilil Nexlel Corp.. (he Telec01lunun1cati(uls Industry
Association. T~rvlobile, V~rizon and rhe VON Coalition (August 6,20(8) ("Unified Rute 8/6/08 Ictter'" 1.

The leller itself aCkll(lWkdges the many p(llicy differences cl1l10ng the siguatories: su!l,..;equelll filings (e.g..
the T~Mobile filing ot' August 27. 2008 iu 04~36 alld 01-1)2) show how naJTOW the agreell1cm W~IS,

, See" e.g.. 01 ~92, 96-45. Verizon filing (SepicOiber 12.2(08) ("Vcrizoll 9112/08 filing").

«SiZe. e.g.~ 99-(18. 01-92, Puc-\Vest ex parte (Angust IS, 20(8).

, 96-45~ 0 I ~1}2. 06~ 122. In lhe Alal1er (~r PrJilioll (llA T& T In('..FJr 11I/('Tim De('/onJJory Rilling alld UI11iJed
Wdln'rs ReSl\1"(/ing ,4cren' Charges aud Jhe "ESP Ere11lpJl011," \VC Docket No. (18-152. NECA ex purte
(Septemher II. 20(8) at 131.
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litll array or services from whieh i\T&T (and other carriers) recci ve revenues 
traditional wireline service, broadband services, and, indeed video and other servkes.
Intercarrier compensation, SLCs and the USF are but three of tbe numerous spigots I'rom
which dollars now to fill np tbe telephone companies' revenlle buckets. All of these
"buckets" must be inelnded when addressing lost revent,es.

A numbers-Imsed contribution mechanism is unnecessary, will create new
opportunities for arbitrage, and will not benefit consumers.

On September 10.2008. AT&T and Verizonmet with Wireline Competition Bureau staff
to present their joint proposal to implement a telephone numbers-based lIniversal serviee
eontribution methodology. Tbat meeting was memorialized in an ex parte riling on
September 11,2008 ("AT&TlVerizon 9/11108 Contribution Meehanism Filing").

Tbe AT&T/Verizon 9/11/08 Contriblltion Mecbanism Filing ineludes a lilUr-page
"Higblights" section. There it is stated that:

The current contribution methodology is outdated. It was designed for a
world wbere phone eompanies offered customers scparate local aud long
distance telcphone plans and not much else. Today, consumers
increasingly choose "all distance" bundled olTerings rrom a variety of
providers. whkh often inelude video, voice. and data li)r one price. To
report revenues to USAC, providers mllst distinguish "interstate" revenues
from "intrastate" revenues and ;<tele~ornI11UniCaliollsservices" from
"inronnation services." New and advaneed services like IP and broadband
make these distinctions more eomplex and increase the incentives Ill[
companies to "ch~at"~ on thdr contributions. Thus. companies that
compete with each otber 1'01' the same customers pay into the fund in
different ways, skewing the competitive landscape."

The key factor this argument misses is that tile basis of cOl1lributions to the federal USF is
tbe law. as expressed in 47 U.S.c. § 254(d), whieh states that

[elvery telecommunications earrier that provides interstate
telecommunications services shall contribute. on an eqnitable amI
nondisaiminatOlY basis. to the ... mecbanisms established by the
Commission to preserve and advance universal service.... Any other
provider of interstate teleeommunieations may be required to contribllte to
the preservation and advancement or universal service ir the public interest
so reqUires.

{< .AT&T/Verizon 9/11108 Cnnnibullon rv1echilnism Fihng. Highlights 1:11" a "Direc," Nurnbers-Bnsed
System ("Highlights") at I.
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Hence the emphasis in the current mechanislTI is on interstate revenues, and revenues
from tekcommunications services. Indeed, the Commission's early attempts to assess
intrastate services for the federal USF were quickly rejected by the courts." The usc of
telephone numbers as the basis for USF assessment unnecessarily blurs the requirements
"I' the law.

As a further justification for the proposal, the allegation is made that

[als a consequence of these market changes, the contribution factor
(which determines the USF fee customers pay) is failing to keep pace with
the growth of the universal service fund. The contribution factor rose
from 5.7% in 2000 to 11.4% in the third quarter of 2008, and willlikcly
rise again in the future."

This rationale is demonstrably false. The growth in the USF contribution factor is almost
entirely the result of the growth in the fund requirements, rather than a decline in
interstate revenues. Once again, NASUCA presents to the Commission the charts and
graphs that show that the interstate revenue base fi.lr the USF has been remarkably stable
for the past six years. And once again, NASUCA notes that, as NASUCA has
previously demonstrated, the revenue-based mechanism is actually more robust and
equitable than a connection-based mechanism, even when the needs of the fund grow
substantially. ""

Among mher benefits attributed to ,he numbers-based mechanism') are that

rar numbers-based system, by contrast, will result in a more stable
customer USF charge that will not vary as much or as frequently. It will
stabilize the universal service fund by capturing all providers 01' voice
services regardless of the technology. It willmnre equitably distribute the
cost of universal service among customers and take into account the
technologies that people actually use. And finally, it will eliminate the
need to distinguish among different types of revenues, which is
increasingly difficult as the industry evolves."

The primmy source of the purported stability of the numhers-based mechanism proposed
by AT&T and Verizol1 has little to do with the mechanism itself. Instead, it is the result

q Tf'XIIS OlJice olPublic Urility COl/fiSt:! v, FCC, t83 F3d 393, 449 ()il1 eir. 1(99).

,) Highlighls al t (emphasis added).

l/, CC Docket No. 96~45, et aL, NASOCA Reply Conllllellts on Staff Study (May t6. 2(03) at 7~ II. No
party has. 10 NASUCA's kllowledge. attempted to refute these findings.

n See also 06~ 112, NASUCA ex parte (Septelllber 25. 20(7), a detailed rebuual of the proposals for a
llllilibers~based lTIeCh;lllisln.
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of calculating the factor only every six months, rather than every quarter, ," As noted
above and shown in the attachment, the variability in the current mechanism is driven
much more by the needs of the fund, rather than variations in the revenue base, The
current mechanism could probably be rendered more stable with a semi-annual
recalculation: similarly, a numbers-based mechanism would likely show substantial
variation if calculated on a quarterly basis,

As for the numbers-based mechanism "capturing all providers or voice se.vices
regardless of the technology," it is not clear which providers of voice services currently
escape being assessed for the USF. And even under a numbers-based mechanism,
services such as Skype will continue to avoid assessment'" The same holds true for
"tak[ing] into account the technologies that people actually use,"

As far as "more cquitably distributing the cost of universal service among customers" is
concerned, the proposal shows nothing of the sort. The one thing the proposal does do is
to eliminate the need to distinguish among difTerent types or revenues. But the need to
distinguish among different types of numbers is substituted.

The AT&T/Verizon proposal would exempt Lifcline customers from USF assessments, II

It would also exclude numbers used by carriers for administrative or operational
functions." It would also exclude prepaid wireless numbers, which would be assesscd on
a pcr-minute-ot~usage basis." It would also assess wireless t'\l11ily share plan numbers at
a reduced rate. p

But thcre m'e plenty of other types of numbers out there that can make a case for special
treatment." As NASUCA previously stated, "Some of these requests for special

i') SeC' AT&TNerimn 9111/0X Conlribulion Mcch~111ism Filing. Din:,(;! USF COl1lribl1lionMclhodology ~1I 2.

'h Sec 06-122, 96,45, 1<mary Consulling ex p:ll1:e (Scplembcr 19.20(8)31141.

l\ See 9/11108 Conlribution Mechanism Filing, Difi~cl USF Conlribulion Melho{!o!ogy al 3. As previously
discussed by NASUCA. Ihis also is 1101 :J. feature inhcrenl in Ihe numbers,bascd mcdlJ.nism and also could
he ~lpplie(\ IIT1<1cr 1he curre-Ill mechanism. CUITC1111y. Lifeline customers are exempl from USF ~lsses'sll1enl

on Iheir SLCs. pllrSllHnl in 47 C.P.R, § 69.15~t

11 Id.

l_~ td.

Hid. al 4. his nOi clear whelher Ihese numbers \vould evenlually be subjeci 10 ~1 full assessmenl afier a
"Iransilion" period. The juslificalion for;J reuuced assessmenl is apparenlly Ih<'11 'ihe shared alloc31ion of
monlhly minules me~ms Ihal f:J.mily pbn subscribers limil each olher's use of Ihe nelwork." Highlighls:11 3,
13111 Ihal is driven mOre hy the size of Ihe family huckel of minules Ihan by ~Jnylhing else. h abo is not
dear why a shareu pbn of 800 minJlles wilh fom members should pay less Ihan fom individual plans of
200 minules each,

n See 06, 12L 05-337, 96,c1-5, NASUCA ex pune V\ugusl 5, 20(8) aI 3,4 (lisling some of Ihe requesls for
speci:lIITe;;llmenl): see also ()6-112 NASUCA ex pane {Seplember 25,2(07) fli 6,K, See :llso 06, 121, 96
45, [onary Consulling ex p~lrte (September 19,2008) HI [2, 3,4] (special lremmenl for Dircctlnwnrd
Dialing \,'DID") numbers),
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treatment may well be meritorious. bnt that merely emphasizes the uneven treatment that
would be given to nluubers, and the opportnnities lor arbitrage that would be created.""
Obviously. to the extent that some nnmbers arc exclIsed From assessment I)f receive a
reduced assessment, this merely increases the burden nn the holders of other numbers.

The AT&T/Verizon proposal estimates that "the per-telephone number charge will be
between $1.00 <HId $1.10 per number uuder this plan, but the exact charge will depend on
how the FCC structures the new contribution system and how man v numbers are. . ~

exempted lrom the assessable base."" Although the 9/11108 Contributinn Mechanism
Filing lacked any detailnn the calculations. some of that detail seems to have been
provided by a subsel/ueut filing." Yet the numbers arc still changing: In the 9/11/08
Contributinn Mechanism Filing, it was estimated that. under a nunlbers-based
mechanism. residential customers' contributory share olthe USF will decrease from what
the proposal describes as thc current 50% olthe fund to 46%.'" In the Data Review
filing. AT&T and Verizon peg the consumer responsibility at 48%, pllfportedly declining
to 42'!f· with the wireless lamily plan adjustmenl.'" Yct the consumer share calculation in
the Data Review filing excludes thc allocation to prepaid wireless scrviee": if that
exclusion is reversed. the true consumer share is much closer to the share under the
current mechanism. Wc would also notc that the 2003 Staff Study showed that under the
revenue-based mechanism. in 2007 residential customcrs WOllid be paying 42% of the
USF, which would have bcen 45% under a numbers-based mechanism."

But the nverall class share masks the impact on individuulusers. There can be no doubt
that a nnmbers-based mechanism shilts lunding responsibility Inlln high interstate users
to those who nsc few iuterstate services. AT&T and Verizon note that under the current
mechanism, a custnmer who makes no (interstate) long distance calls pays an assessment
01 $0.74. based on an 11.'1% assessment on a $6.50 SLC." Yetnnder the numbers-based
proPOS~11. that same customer wi II P~IY the full $1.00-$1.10 (or higher) projected by the
proposal. The Dara Review filiug includes a table purporting to show benet'ts to a wide
variety of customers. but it is clear even from that tablc that the highest users benefit the
1110St. 5-:1

l! Highlighls ~It 2.

Ii{ 06-122. fJ6--..:j.5, AT&T/Vcrizoll ex parle tSeplelllber 23, 2008Il"Data Review"),

4" HighlighlS at 1.

'0 Dille Review, Tahles I "lid 2.

" hI.. Table 2.

'2 96-45, el al., NASOCA Inil!al OlllllllclilS on Staff SlUdy nil COlllrihlllion MtX'h:lIIisIIIS ~lIl(t Reply
COlnlllt'IIIS (III COlilribulioni\1echanislIIs (April I B, 20(3) at 4.

Yl Highlights al 3.

~·l Data Review, Table 4.

9



Fundamentally, it has not been shown that the switch to a numbers-based contribution
mechanism is necessary, And it has not been shown that this change will benefit
consumers, pUiticularly if nne considers the cost of switching to a new mcchanism cven
with thc limited exemptions and adjustments proposed in the AT&T/Verizon filings."

As demonstrated here and in many other pleadings, there is no justil1cation for I) moving
to a uniform $0.007 ICC rate: 2) allowing carriers to recoup lost ICC revenues through
increased SLCs and the USF: or 3) moving to a numbers-based USF contribution
mechanism. The FCC must reject the vmious proposals that would allow such
unreasonable actions, particularly the proposals of the two largest carriers in the Nation.

Respectfully submitted,

David C. Bergmann
Assistant Consumers' Counsel
Chair, NASUCA Telecommunications Committee
bcrgmann@occ.state.oh.us
Office of the Ohio Consumcrs' Counsel
10 West Broad Strcet. Suite 1800
Columbus, OH 43215-3485
Phone (614) 466-8574
Fax (614) 466-9475

NASUCA
8380 Colesville Road (Suite 101)
Silver Spring, MD 20910
Phonc (30 I) 589-6313
Fax (30 I ) 589-6380

CC: Claude Aikcn, Nicholas Alexandcr, Jay Atkinson, Chris Barnekov, Amy Bender,
Scott Bergmann, Matthcw Bcrry, Tom Buckley, Ted Burmcister, Randy Clarke, Nicholas
Degani, Scott Deutchman, Ian Dillner, James Eisner. Lynne Engledow, Lisa Gelb,
Victoria Goldberg, Michael Goldstein, Dan Gonzalez. Rebekah Goodhcart, Greg Guice,
Jane Jackson, Christopher Killion, Katie King, Jim Lande, Albert Lewis, Kcn Lynch,
Marcus Maher, Jeremy Marcus, Jcnnifcr McKee, Alex Millard, Erica Mycrs, Grcg
Orlando, Ajit Pai, Carol Pomponio, Jcnny Primc, Gary Seigcl, Dana Shallcr, Bill
Sharkey, Paula Silberthau, Doug Siotten. Cindy Spicrs, Donald Stockdale, Craig Stroup,
Julie Vcach. Matt Warncr, Roger Woock

'.' NASUCA's September 2.5, 2007 ex parle in 06~ 122 provides an extensive review of the re<.lsons against
adoptillg a J1Ulnbers-based mechunisln.
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It does appear, however, that the concept embodied in the Comprehensive Reform
Recommended Decision of separate broadband and mobility funds, focused on unserved areas, is
a better way to address these issues than the approach proposed by the Chairman. That being
said, on the identical support rule, NASUCA reiterates its longstanding position that CETC
support should be capped at the level of support granted the incumbent. Otherwise, we will be
subsidizing competition, which is unnecessary and illogical.

X. THE COMMISSION SHOULD NOT ADOPT A NUMBERS-BASED USF
CONTRIBUTION MECHANISM FOR RESIDENTIAL CUSTOMERS.

The Chairman's Draft Proposal states, 'The system of contributions to the universal service fund
is broken."'" This claim has been made for years. It is no more true now than when first made.
NASUCA has continually presented the data to the Commission to show that the current
revenues-based mechanism is not in a "death spiral,' 163 and that the "patches" to the system
adopted by the Commission164 are actually necessary adjustments to reflect changes in
technology and patterns of use. This data includes the recent indications that, ceteris paribus, the
assessment factor for the first quarter of 2009 will be at its lowest point in years. 16'

There is certainly no need for a massive overhaul such as proposed by the Chairman. '66 Notably,
the Chairman's Draft Proposal does not even mention the costs of transitioning to the new
mechanism, another issue consistently raised by NASUCA that has never been responded to by
the industry.
The Alternative Proposal correctly points out that "Section 254(d) of the Act requires 'every
carrier' that provides interstate telecommunications services to contribute to the universal service
fund."'67 There are interexchange carriers that do not provide numbers. They will be exempt
from a numbers-based mechanism.
The Chairman's Draft Proposal does present some new aspects that make the numbers-based
mechanism actually more problematic than the proposals made by AT&T and Verizon. '68 First,
the Chairman's Draft Proposal limits the numbers-based mechanism to residential customers,
leaving non-residential customers with the current revenues-based mechanism (subject to future
changes in another NPRM).'69 Even AT&T and Verizon opposed such a hybrid system. '70 This

162 Chairman's Draft Proposal, ~ 97.
163 Most recently in the NASUCA September 30,2008 ex parte (at 7 and Attachment).
164 Chairman's Proposed Decision, ~ 97.
16' Universal Service Administrative Company filing (October 31, 2008).
166 In the Chairman's Proposed Decision, the assertion is made that all IP-to-PSTN traffic and all
PSTN-to-IP traffic represents information services and is thus within the Commission's
exclusive jurisdiction. One might think that this would mean that all such traffic is therefore
assessable for the interstate universal service fund. But that is not exactly consistent with the
FCC's argument in the Eight Circuit that Kansas was within its rights to assess VoIP traffic for
its intrastate USF.
167 Appendix B, ~ 78.
168 See AT&TNerizon ex parte filing (September I1,2008).
169 Chairman's Draft Proposal, ~ 92.
170 06_ 122, et aI., AT&TNerizon ex parte (October 20,2008) at I.
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proposal ignores the fact that most of the issues alleged to be threatening the current mechanism
are more, not less, prevalent on the business side than for residential service.
Second, the Chairman's Draft Proposal "set[s] the per-number [residential] assessment at the
fixed rate of $1.00 per month."'7l Despite the claims that that number is supported in the
record, I7l the $1 number is arbitrary, as opposed to the current revenue-based assessment figure,
which is calculated by dividing the actual needs of the USF by the total assessable revenues, and
applies equally to residential and to business customers. 173 And the value of a "simple and
predictable" assessment for residential customers 17' is vastly overstated; it obviously depends
more on the level of the assessment rather than on the fact that the assessment will not change
quarter-to-quarter.
But the needs of the USF change quarter-to-quarter. '75 This means that a Iixed residential
assessment -- assuming a steady level of residential numbers -- makes the non-residential
contribution a residual, subject to the vagaries of the overall needs of the fund. This would be
true for a revenues-based legacy system, and would also be true for a connections-based non
residential system (unless that were also set at a fixed amount, which would leave changes in
funding needs to be addressed in some unknown fashion).'76
Finally, we should note that one of the supposed benefits of a numbers-based mechanism -- that
it will promote number conservation 177

-- is undercut by the proposed structure of the proposal.
In the Chairman's Draft Proposal, the assessment would not be based on assigned numbers '''; it
is instead based on a new, much more limited definition of "assessable numbers.,,179 Area code
exhaust is primarily driven by assigned numbers, not the subset assessed by the Chairman's
Draft Proposal. This is particularly true for residential customers. Indeed, there does not appear
to be any basis for assuming that residential number usage is a major cause of area code
exhaustion.
That being said, we do appreciate that the Chairman's Draft Proposal has strictly limited the
exemptions from number-based assessment, to Lifeline service"· and free Community Voice
Mail ("CVM"). '" Lifeline customers should be exempt just as they are currently exempt from
paying USF assessments on the SLC. 'M2 NASUCA has supported exempting CVM'''; the

171 Chairman's Draft Proposal, , 92.
mid., n.271.
173 Similarly, the per-connection rates under the Narrow Proposal (Narrow Proposal, , 81) are
arbitrary.
l7'ld.,' 107.
m Even though the Chairman's Draft Proposal seeks to cap the high-cost portion of the USF (id.,
,14), the high-cost fund is only one of the four components of the USF.
176 See Narrow Proposal, , 82.
mid., , Ill.
178 Id.
179 Id.," 116-124.
100 Id., " 141.
181 Id., , 142.
1M2 Clearly, under the current mechanism, Lifeline customers could also be made exempt from
other USF assessments on their Lifeline-designated lines. Thus the exemption of Lifeline

(continued....)
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Chairman's Draft Proposal accurately expresses the reasons for doing so.''4 Other of the claims
for exemption may also have merit, but the more exemptions or discounts are granted, the more
complicated the calculation for other customers grows. '"'

XI. CONCLUSION

Given the many gaps in the Chairman's Draft Proposal, it is almost astounding that it was
presented as something the Commission could vote on and might have approved, had it not been
for the tremendous public outcry and the correct choices by the other Commissioners. At this
point, however, summary rejection of all three of the proposals attached to the FNPRM would be
appropriate. The only parts that could be adopted at this point are the proposals on phantom
traffic and the identical support rule.

Respectfully submitted,

David C. Bergmann
Assistant Consumers' Counsel

Chair, NASUCA Telecommunications Committee
Office of the Ohio Consumers' Counsel
10 West Broad Street, Suite 1800
Columbus, OH 43215-3485
Phone (614)466-8574
Fax (614) 466-9475
bergmann(il!Oec.state.oil. us

NASUCA
8380 Colesville Road, Suite 101
Silver Spring, MD 20910
Phone (301) 589-6313
Fax (30 I) 589-6380

(continued from previous page) -----------
customers from the numbers-based assessment cannot be cannot be seen as a unique benefit of
the Chairman's Draft Proposal on USF assessments.
'"3 See, e.g., 06-122 et aI., NASUCA Comments to Refresh the Record (July 7,2008), n.78.
'84 Chairman's Draft Proposal, ~ 142.
'"' Apparently under the Chairman's Draft Proposal, the burden of picking up lost collections
from exempted services would fall only on business customers.
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CHART 2: USF ISSUES

ISSUE-> Broadband Cap Reverse auctions Numbers-based Other
COMMENTERl mechanism
AAPC Not for paging carriers
Ad Hoc Support for all "Pure" nwnbers-based

(tor all)
Broadview, et al. Pure nwnbers or pure

revenues
CAPUC Penalty draconian No Not oppose; has Target support

questions"
CBT "Pure" numbers-based

(for all)
CentucyTel No Modify per ITTA;

target support
COMPTEL No connections-based? No end to CETC

support
Connected Nation Make available to

all low-income
households; start
with states with
demand-
stimulation

CRUSIR No Oppose all three
proposals

CTIA Support for LL Proposal B Separate mobility
fund; benchmark

}l Including whether wireless numbers are residential or business
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ISSUE---. Broadband Cap Reverse auctions Numbers-based Other
COMMENTERl mechanism
ITTA No
NECA No End lD support;

funding from
broadband

NTCA include in US No No End lD support;
expand eontrib.
base

PUCO Appendix B (wi
modifications)

Owest Yes Hybrid Address Qwes! II
RTG VZW phase-out No

will save $400M;
savings from
Sprint, too

Sprint Yes ("right size" No ModifY
first)

TWTelecom No Do not modify for
business

USA/RCA Unfunded mandate No No Pure eOlmeetions-based Respond to lOin
Cir; no CETC
phase-out; no
CETC cost study

USTelecom Yes Disaggregation
Vonage Must offer stand-

alone

II



qualified ETC. '17 Although NASUCA supports a pilot phase, NASUCA agrees with the

MA DTC that the ultimate result should be a Lifeline and Link-Up program which allows

each low-income household the maximum flexibility and choice in the purchase of

telephone and broadband service with USF support, either as stand-alone services or

bundles.

NASUCA urges the Commission to redesign the Lifeline and Link-Up Broadband

Pilot and put the matter out for further comment.

V. THE COMMISSION SHOULD NOT ADOPT A NUMBERS-BASED USF
CONTRIBUTION MECHANISM

In a November 21, 2008 ex parte, AT&T and Verizon assert that there is "almost complete

unanimity within the industry that the Commission should move universal service contributions

to a numbers-based methodology."'18 As Chart 2 above shows, the unanimity is far from

complete.

The AT&T/Verizon position is based, once again, on a proposition that gains no more

credibility through repetition. They say that

[t]he failings of the existing contribution methodology should be so well known
as to make their recitation unnecessary. The Commission's existing revenues
based contribution methodology is simply inadequate to the task of supporting
universal service, whether of the 20th or 21st century. For years, providers have
warned the Commission about the ever increasing problems with identifying
interstate end-user telecommunications service revenues and have cautioned that a
revenues-based methodology is unsustainable. il9

il7 NASUCAComments at 55-61.
118 06-122 AT&TlVerizon ex parte (November 21, 2008) at I.
il9 ld.
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Never once have the proponents of a numbers-based mechanism backed up these claims

with facts.

First there were the claims of a dcath spiral. But that didn't happen. And then there were

wailings and lamentations when the revenue-based mechanism contribution factor increased

(because of increased dcmand on the fund).121 But that has moderatcd, because of the "patchcs"

the Commission has applied -- although as previously noted by NASUCA, the "patches" were

appropriate adjustments based on changes in the industry.'" And there are other things the

Commission could do -- such as assessing broadband service to fund broadband deployment. 123

There is simply nothing in this record -- other than conclusory statements like

AT&T's/Verizon's -- to show that the numbers-based mechanism is not sustainable. l24 No facts,

no data, no demonstration at all. None. 125 As ATSI asserts,

the "analysis" and "justification" set forth in the Attachments to the FNPR fall far
short of adequately supporting the wholcsale changes that those attachments
would bring about. As an initial matter, ATSI points out that the foundational
claim in the Attachments, that that the current contribution system is "brokcn," is
at best result-oriented rhetoric rather than reasoned analysis. The decline in

121 See ATSI Comments at 9 (emphasis in original) ("If the increased USF disbursements were warranted and in the
public interest, they do not suggest that the contribution system is "broken". Rather, in such case they would simply
mean that the USF program is relatively broader and more expensive in 2006 than in 2000, and therefore that it was
necessary to increase the contribution factor in order to generate the increased revenues needed to pay for the more
expensive 2006 USF program.")
i22 NASUCA Comments at 64; see also ATSI Comments at 10 ("ATSI knows of no reason to believe that "safe
harbor' allocations are not simple and effective solutions to the intrastate/interstate revenue issue; and the proposals
do not claim otherwise, Thus, the proposals' complaint that distinguishing interstate from other revenues now is
'difficult if not impossible' is, at best, a gross exaggeration,")
123 See 05-337/96-45 NASUCA Comments on Recommended Decision (April 17.2008) at 19-20.
124 ATSI provides a detailed review of the history of the proposals for a numbers-based mechanism. ATSI
Comments at 2-4.
125 PAETEC asserts that the current mechanism requires each of its three operating entities to expend 20 hours each
quarter completing Fonn 499-A. CityNet, et aL Comments at 24. This says nothing about how much of this time is
devoted to resolving jurisdictional issues and how much to providing other necessary infonnation.
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assessable revenues from $79.0 billion in 2000 to $74.5 billion in 2006, cited and
relied upon in the Attachments, is only a 5.7% decline over a six-year period. On
its face that hardly constitutes a "breakdown" of the current contribution system.
Quite to the contrary, to generate the same contribution of $4.5 billion in 2006
that was needed in 2000, the contribution factor would have increased only from
the 5.9% factor used in the first quarter of 2000 to a 6.0% contribution factor in
2006. Again, that hardly constitutes a "breakdown" of the current contribution
system. '"

Indeed, as RTG notes,

the FCC's decision to phase out high cost support to Verizon Wireless will
eventual1y save the universal service fund ("USF") approximately $400 million
per year, easing pressure on USF. Further, the FCC's determination in the
Sprint/Clearwire merger to require Sprint to phase out high cost support, or
demonstrate its own costs if it desires high cost support, also reduces the size of
USF and eliminates any rationale for an immediate USF "fix."127

If the revenues-based mechanism were to be replaced, what would replace it? As Chart 2

shows, there is no unanimity or consensus on that score. '28 The Chairman's Draft Proposal was

for a hybrid system (numbers-based for residential customers, revenues moving to connections

for business); the Narrow Proposal would immediately use numbers and connections for

business. 'l9 But each of these has significant opposition (indeed, even AT&T would modify the

Narrow Proposal13
0). For example, COMPTEL asserts that a connections-based system "would

have a grossly disproportionate impact on smal1er business customers."'31

126 ATSI Comments at 8 (footnote omitted).
117 RTG Comments at 3-4; see also Carr Comments at 5-6,
128 The NE PSC raises the important question of the impact of any Commission decision changing the contribution
mechanism on state USF contribution mechanisms. NE PSC Comments at 17.
i29 See AdHoc Comments at iii (unfairness of assessing businesses for both numbers and connections, compared to
residential customers being assessed only on numbers).
1311 AT&T Comments at 46-51.
131 COMPTEL Comments at 24-28; see also Hughes/lnmarsat Comments at 13-14 (connections-based proposal
'~ould have a punitive effect on satellite broadband providers"); Megapath Comments.
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It is important to note that a "hybrid" system -- combining revenues and numbers -- has

problems all its own. '32 As AT&T states, the approach in the Chairman's Draft Proposal "would

be problematic because there is often and increasingly no workable distinction between

'residential' and 'business' telephone numbers, and the proposal would thus be nearly impossible

to implement."'B Broadview Networks, et al. and CA PUC both note that the concept of

"residential" and "business" subscribers is foreign to the wireless paradigm, 134 A hybrid

mechanism would thus be more difficult to administer, 135

Some argue for a "pure" numbers-based mechanism applied to all. '36 But the record

shows the harms that could result from such an approach: to hospitals, universities and

government agencies,'37 to automotive safety communications providers,'38 to paging carriers and

their clients, 1.19 to DID users,'40 and to low-use residential customers. 141 Most of the explanations

of the harms that would result make sense. Indeed, the Chairman's Draft Proposal would exempt

Lifeline customers and free Community Voice Mail from numbers-based assessment. '42 But the

1.12 See Alpheus/Covad Comments at 3-4; Integra Comments at 24-25.
133 AT&T Comments at 7; see also Global Crossing Comments at 12; VON, et al. Comments at 16.
I,J4 Broadview Networks, et aL Comments at 56; CA PUC Comments at 13; see also CBT Comments at 20.
135 Broadview Networks Comments at 48-49. lDT points out the problems with the Commission classifying prepaid
calling cards -- that are mostly used by residential customers -- as business services. See generally, lDT Comments.
136 For example, eTlA supports a "pure numbers- and connections-based contribution methodology," but still wants
special provisions for prepaid wireless and wireless family plans. eTlA Comments at ii; see also T-Mobile
Comments at 15-16; Centennial Comments at 5. Purity, like beauty, is in the eye ofthe beholder. And Sprint Nextel
wants an exemption for telephone numbers used to provide wireless internet access service. Sprint Nextel
Comments at 40.
137 integra Comments at 25.
us ATX Comments; Toyota Comments.
139 AAPC Comments; ATSI Comments; USA Mobility Comments. See also 06-122, USA Mobility ex parte
(October 24, 2008) (attaching letters from hospitals and other customers on harms from numbers-based mechanism).
140 CRUSIR Comments at 12-14.
141 NTCH Comments at 2-4.
142 Chairman's Draft Proposal, 1M) 141-142.
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more exemptions or adjustments made, the more eomplieated the system beeomes. 143 And

Broadview Networks, et al. demonstrate some of the eomplexity involved in a "simple"

numbers-based meehanism. 144

Global Crossing says that "[i]f the Commission believes that it eannot, eonsistent with

Seetion 254 of the Aet, 47 U.S.c. § 254, mandate eontributions based solely on telephone

numbers, then Global Crossing urges the Commission nevertheless to ... adopt a eonneetions-

based system ...."'" If the Commission laeks the authority to adopt a numbers-based meehanism,

nothing in the Aet would grant authority for a eonneetions-based meehanism. The Narrow

Proposal does not eite any authority not eited in the Chairman's Draft Proposal. 146

NASUCA has definitively shown that the elaimed benefits for eonsumers of a numbers-

based meehanism are illusory.147 Even the Chairman's Draft Proposal supposedly benefits

residential eonsumers only beeause it artifieially loeks in a fixed monthly amount, while leaving

business eustomers as the residual souree for funding.'" As CRUSIR states, the numbers-based

meehanisms

shift the burden from a properly neutral pereentage-of-revenue basis onto one that
divorees fees from both eost and value, whieh would likely put some eompetitive
serviee providers out of business while benefiting the very largest ineumbents.
Neither numbers nor eonneetions should be subjeet to fixed fees; the pereentage-

\43 CBT proposes a lower USF assessment for prepaid wireless customers. CBT Comments at 22. Leap discusses
its prepaid serv-ice that would not fit into the model discussed in the Chairman's Draft Proposal (, 137). Leap
Comments at 4-7. USA Mobility proposes for paging services either revenue-based assessments or a "carve-out"
similar to that proposed for prepaid wireless. USA Mobility Comments at 11-12.
144 Broadview Networks, et al. Comments at 54-55.
\45 Global Crossing Comments at 13.
146 Compare Chairman's Draft Proposal,,~ 98-105 to Narrow Proposal,~ 45-51.
147 06_122, NASUCA ex parte (September 25,2007) at 8-10 and Attachment 3. See AlpheuslCovad Comments at 2
3 for a brief discussion of the supposed benefits of a numbers-based mechanism.
\48 See, e.g., AdHoc Comments at ii.
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based USF fee structure should be left intact. 149

In sum, as NTCA asserts,

The [numbers-based] proposal is backward looking, and by basing USF
contributions on legacy telephone numbers whi Ie exempting broadband, future
USF contributions will be limited. On the other hand a revenues-based
assessment methodology is technologically neutral, and will not be overly
influenced by the ongoing migration to IP teehnologies. l5O

In the end, it is simply not credible to claim, as AT&TNerizon do, that the adoption of a

numbers-based mechanism

is just as critical to the nation's broadband future as the other refonns under
discussion because the universal service fund (USF) cannot be used to promote
broadband deployment as envisioned in the draft orders unless it is supported by a
stable, sustainable, and technology-neutral contribution methodology. lSI

Apart from the fact that the promotion of broadband deployment in the "draft order" is

inadequate and wrong-headed, it should be clear that a numbers-based, connections-based, or

hybrid, methodology is no more stable, sustainable, or technology-neutral than the current

revenues-based methodology.

VI. CONCLUSION

Rather than attempt the huge restructuring that is contained in the Chainnan's Draft

Proposal-- which regardless of intentions does not address nearly all the key issues -- the

Commission should take a piecemeal approach, and address those items clearly within FCC

jurisdiction. This would include first addressing the related issues of phantom traffie'52 and

149 CRUSIR Comments on USF at 2. NetworklP supports a numbers-based mechanism for many express reasons,
but does not disclose that its responsibility to fund the USF will be minimized or eliminated under such a system,
because it does not use numbers. See NetworklP Comments at 2.
150 NTCA Comments at 28.
l51 06-122 AT&TNerizon ex parte (November 21, 2008) at I.
152 Broadview Networks, et al. Comments at 2; WI PSC Comments at 2-3.
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