NASUCA’S AUGUST 5, 2008 EX PARTE ON THE
NUMBERS-BASED CONTRIBUTION MECHANISM
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NATIONAL ASSOCIATION

OF STATE UTHATY
CONSUMER ADVOCATES

VIA ELECTRONIC DELIVERY
August 5, 2008

Chairman Kevin Martin

Commuissioner Jonathan Adelstein

Commissioner Michael Copps

Commissioner Deborah Tate

Commissioner Robert MeDowell

Federal Communications Commission {(via e~-mai)

Re: Fx Parte Communicution, WC Dockets Nos, 06-122 and 05-337 and CC
Docket No. 96-45

Dear Chairman Martin and Commissioners:

In a recent series of filings. BT Americas ("BT™) has attacked the current revenue-based
Universal Service Fund ("USF™) ¢ontribution mechanism used by the Federal
Communications Commission {"FCC™ or "Commission™). and touted the benefits of a
change to a numbers-based contributian mechanism.” Given the consistent opposition of
the National Association of State Utility Consumer Advocates ("NASUCA™) to such
propuosals.  no behalf of telephone consumers nativnwide, we respond heve to some of the
arguments made by BT.

BT describes itself as “one of the leading providers of global corporate infornation technnlogy
services..,.” BT filing (June 26, 20083y at 1, n.1. Uuless otherwise indicated, all references herein are to
filings in W Docket Nas. 06-122 and 03-337 and CC Docket No. Y6-15,

* See generally id.: see also BT ex partes (July 10 and July 22, 2008). The Jane 26, 2008 BT filing is
inteuded 10 be a response 10 the Commission’s May 2, 2008 invitation m parties to retresh the record on
this and related proccedings. BT describes the May 2, 2008 invitalion as a Public Notice: it was actually a
press release.

' ee, e.g., NASUCA Counnents to Refresh thie Record (uly 7. 2008) at 21-24; NASUCA ex parte
{January 11. 2008) {attaching NASUCA resalution oppesing numbers-based mecharismy; NASUCA ex
parte {Seplember 25, 20047},



BT asserts that the current revenues-based mechanism “has became increasingly
unwieldy. unfair and economically incthicient”™ and that “the revenues-based assessment
system harms the very consumers that the USF system is supposed to benelit, because it
inefficiently represses both supply and demand for telecammunicatians services.”™ With
regard to the latter statement, NASUCA s ex parte hied on January 11. 2008
comprehensively addressed the errars in the claims that the current mechanism represses
felecommunicatians usage.”

More impartantty. with regard ta bath statements, whatever the problems with the current
assessment mechanism, BT utterly tails to shaw that a numbers-based mechanism wauld

be any less unwieldy, less untair ar less economically inethicient. We will examine each

af BT's subsequent allegations in that fight.”

o “The existing revenue-based assessinent mechanism is unwieldy and ulumatelv
unsustainable,™

BT proclaims at length the difticulties of separating “assessable”™ from “non-assessable”
revenues and services.” The Commission hag already effectively dealt with many of these
issues thraugh the adaption of “safe harbor” percentages. which allow carriers - even
those with higher levels of interstate and international revenues (or assessable versus non-
assessable revenues) ta pay based an a predetermined percentage. Further, as
demonstrated by NASUCA and never chailenged by any party, the revenue-based
mechanism is as robust, if nat more so. than a numbers- or connectians-based mechanism
under canditians of substantial increases to tunding levels. And the level of revenues
being assessed under the mechanism has been remarkably stable aver the last few years,
as shawn on the attached charts, Further. the Commission taok a majar step (o stabilizing
the fund when, in May af this year, it capped payments 10 competitive eligible
telecommiunicatians carriers.”

‘BT Hilbng (june 26, 2008y at 1.

T1d.at 1.2,

" NASUCA ex parte (Janvary 11. 2008) at 3.4,

" The order of the presentation of these issoes here differs shightly from that in BT's filing.
*BT filig (June 26, 2008) at 2.

“1d.

TECC 08-122 trel. May 1, 2008).
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s “The existing revenue-based assessment systemn causes ineguities mnong
competing service providers and creates opportunities and incentives for arbitrage
and abuse.”™

The notion that a numbers-based system would be entirely competitively neutral and
create no opportunities for arbitrage s a pipe dream. This would be tme even if all
numbers were assessed absohntely equally: anit that appears highly unhikely. As
NASUCA outlined earlier,” the requests for special treatment under a numbers-based
mechanism are legion. There are:

CTIA s efforts to win special treatment for certain wireless mumbers in a
numbers-based mechanism:” likewise, TracFone's similar requests on
behall ol its wireless customers:™ Virgin Mobile's similar requests For s
customers:” Sage Telecom’s on behalf of “personalized ring and 8Y'Y
tolk-free™™ United Online Inc.'s on behall of its services:” Community
Voice Mail and GrandCenuwral Venures, lne, for their free services:™ USA
Mobility’s on behalf of paging companies;' OnStar Corporation’s and
Mercedes-Benz USA, LLC™s on behalt of the “core telematics™ service
used in automobiles: ACUTA and Educanse on behalf of colleges and
universities generally:” State University of New York at Albany on behalt
of umversity PBXs:™ and Hughes® elforts to subdivide broadband capacity
in a connections-based mechanism.™ Likewise, the Intercarrier
Compensation Forum’s proposal contains wide lantude For arbitrage.”

Y BT filing (hune 26, 2008) m 2.

“NASUCA ex pacte 1lune 29, 2006) at 4.

CTIA ex parie (April 26, 2006).

" PracFone ex parte {May 2, 2006) m -2,

¥ Virgin Mobile ex parie 1une 9, 2006).

® Qage Telecotn ex patte (June 27, 2006).

" Ulnited Online Ine. ex parte (April 26, 206).

* Community Voice Mail ex parle {May 10, 2006); GrandCeniral Ventures, loc. ex parte (April |1, 2006).
" USA Mohility, Inc. ex parte (fune 8, 2006).

“ OnSiac Corporation 2X parte {June +4, 2006) a 1-2; Mercedes-Benz USA, LLC ex parre {April 12,
2006).

TACUTA/Educause ex parle (May 31, 2006) and anached white paper. see also Central Florida
Cominunity College ex parle (une 26, 2006).

= Siate University af New York at Albany ex parle (May 24, 2006).
7 Hughes ex parte (May 17, 2006),

“ Intercarrier Compensalion Forum ex parte {November 22, 2003) a1 34,
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Further examples of requests for special treatment were provided in NASUCA's
September 25, 2007 ex parte (at 6-8).

Even BT itself apparenty believes that the numbers of “business’™ customers (however
that ts defined) could be charged differenty from {at twice the rate charged) residential
customers (however that is defined).”’ Some ol these requests for special treatment may
well be meritorious, but that merely emphasizes the uneven treatment that would be given
o 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.”

BT complains that “[tthe USF assessment rules are unclear and subject to constant
revision,..."" [t is unfortunately true that rules change and are subject to dispute. And
the process for making those changes may involve ~“no notice or opportunity for
comment,” as 3T alleges.™ But there is no reason to believe that rules implementing a
numbers- or connections-based mechanism wonld be any more fixed or would be subject
o lewer disputes.

e “The revenue-based assessment system also imposes extraordinartly burdensome
record-keeping and compliance obligations on telecommunications providers.™

BT asserts that “{alt least six of BT"s statf are dedicated Tull-time or patt-time w US
iniversal service and 499 matters.™™ If six employees were dedicated full-time. that
would mean that BT spent 12,480 person-hours each year.” nr more than 200 times the
FCC's estimates tor the USF form and the Telephone Relay Service form. But, as BT
states, some of those employees are dedicated part-time; the employees work both vn the
forms and other universal service matters: and BT refers to both USF and TRS, Thus itis
impossible to use BTs data to reach the conclusion that “[t}he cost of compliance with
just this one item vl US telecommumcatons regulation is massive.”™

BT ex parte (July 10, 2008) (assiuning a $0.75 assessimient on residential cnstomers and a $1.30
assessiment on business cnstomers).

“ BT filing (e 26, 2008) at 2.
7 id.

“id. at 2-3.

i, a2,

Y,

P Le., 6% 2080 = 12,480,

' 1d. (emphiasis added).



o “ITlhe revenues-based mechanism is profoundly inefficient and harms the United
States’ economic compelitiveness in the global marketplace.™

It appears that B17s real complaint here is with the level of the United States™ USF. not
with the collecnion mechanisn. The simplistic fact that other countries have LISF
assessments of 1% or 5%" does not recognize the depth and breadth of our Nation’s
nniversal service commitment. That said, NASUCA has been a long-time snpporter of
efforts to limit the amonnts collected through the USF -- especially the “high-cost”
portion of the fund - in order to ensnre that those dollars are used only for the purposes
set out in statute.

o Finally, “[rlevenue-based assessments have an inordinate impact on providers and
consnmers of high-end corporate data communicauions data services and VPNs.”™

Here we have the real meat ol BT's complaint. Apparently. BT believes that it and its
“global™ enstomers would pay less under a numbers-based regiine than they do nnder
the revenue-based mechanism. Yet B'I7s real issne is not the mechanism. but with the
Commission’s determination in 1997 that internationa! revennes shonld be included in
the revenue base.” Likewise, it may be that a “substantially higher proportion of high-
capacity data telecomnumications is jurisdictionally interstate™ compared to other
telecommunications offerings.™ There. however, BT's complaint is against Congress.
which reqmired all carriers that provide interstate services to contribute. 47 U.S.C. §
254(d). In lact. TOPUC lound that the starute did not give the FCC the ability 1o assess
intrastate revenaes to support the USF.™ To the extent that international carriers use
fewer numbers in the US, or high-capacity data carriers also nse lewer numbers. they
would contribnte less under a nnmbers-based inechanism.

Inits Inly 10, 2008 ex parte. BT asserts “that a telephone nurbers-based proposal would
not unfairly advantage corporate customers,”™ BT attempts to demonstrate this by
showing that, based on the cnrrently-assigned telephone numbers, « $0.75 assessment on
residential numbers and a $1.50 assessment on bnsiness numbers “would more than

P an

.

“1d.

d,

" See First Report and Order, 12 FCC Red 8776 (1997), 1779 That aspect of the FCC's ruling was
reversed and rewmanded because it wonld require a carrier whose international revenaes far outweighed its
interstate revenues W be assessed on the Wial, see Texay Office of Public Uit Counsel v, FUC, 183 F.3d

399, 433-436 (537 Cir. 1999) (TOPLC™), bat the FOC s subsequent determination that careiers with
interstate revenues tess than 12% of the total would be exempt is sull in effect. 47 C.F.R. § 54.706(c).

¥ BT liling (Juue 26, 2008) ar 3.
Gee 183 F.3d ar 446-449,
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suppart the annual $6 billion annual sic] USF funding requirement.”™ As noted above.
this assumes that business numbers would pay more per number than cesidential
numbers, a prapaosal that has not. as best as can be determined. been made so Far in this
record.” And it also assumes that all business numbers will be assessed equally (and that
all residential numbers will alsa, albeit separately, be assessed equally). Ta the extent
this does not occur. and some numbers receive no or a lesser assessment, that will of
course increase the burden on other customers.

As NASUCA stated in its September 235, 2007 ex parte in response to an earlier ¢x parte
from [T Telecom ¢IDT7) which, like BT, would likely benelit from the impeosition ol
a nwnbers-based mechanism:

In conclusion, it should be clear that the proponents of switching to a
numbers-hased mechamsm should bear the burden of demonstrating that
the change 1s necessary, and that the change will benefit (or at feast not
harm) consumers. [DT’s attempts ta do so cannot carry the day. It has not
been shown that a numbers-hased mechanism is more competitively and
technology neutral than the current system. NASUCA urges the
Commission to reguire more before making this substantial change to the
USF contribution mechanism. "

3Ts fitings, like DT s, have not readiv advanced the cause.™
fas) -

Respectfully submitted.

David C. Bergmann

Assistant Consumers™ Counsel

Chair, NASUCA Telecommunications Committee
bergmannizocc.state.oh.us

Office of the Ohio Consumers’™ Counsel

0 West Broad Street, Suite 1800

Columbus, OH 43215-3485

Phone (614) 466-8574

Fax (614) 466-9475

H1d. a2,

B BT also asserts that, under its proposed assessiment stractire, “the USF burden on a low-income
consamer ... might be lower wider a telephone nunibers-bused proposal.”™ 1d. This would, of conrse be
entirely dependent on the structure and the amoaont assessed under that simcture,

T NASUCA September 25, 2007 ex parte, at {2,

" | ikewise, general statements like those in ex partes from Cox {Joly |5 and 16, 2008) in 06122 and vther
dockets that “a 1mmbers-based conrribalion methodology .. wonld help ensure that the wniversal service
funding mechanism is non-discriminatory and sustainable™ are simply anconvincing,
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NASUCA

8380 Colesville Road (Suite 161
Silver Spring, MD 20810

Phone (301) 589-6313

Fax (301) 589-6380

CC: Federal-State Joint Board on Universal Service (and Joint Board Staft).
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NATIONAL ASSOCIATION
OF STATE UTILITY
CONSUMER ADVOCATES

VIA ELECTRONIC DELIVERY

September 30, 2008

Chamrman Kevin Martin

Commissioner Jonathan Adelstein

Comnussioner Michael Copps

Comnussioner Deborah Tate

Commissioner Robert McDowell

Federal Communications Commission {via e-mail)

Re:  FxParte Communication, WC Dockets Nos. 68-152, §7-135, 06-122, 65-337,
05-195, 04-36, 03-109, and 02-60; CC Dockets Nos. 12-6, 01-92, (00-2356, 99-68, 96-
62, 96-45, and 80-286

Dear Chairman Martin and Commissioners:

On July 7, 2008, the National Association of State Utility Consumer Advocates
(“NASUCA™, at the Federal Communications Commission’s (¢"FCC™ or “Commission™)
invitation,' filed comments to update the Commission in a number of the above-listed
dockets.” Since that time. there has been a flood of filings in those and other dockets, to

" “Interim Cap Clears Path for Comprehensive Reform. Commission Poised 10 Mave Forwaad en Difficult
Decisions Necessary to Promote und Advance Alfurdahle Telecommanications for Alb Americans,” FCC
Press Release (May 2, 2008) ("Press Release™).

* High-Cast Universal Service Support. WC Docket No 05-337 ¢°03-337"Y; Federal-State Joint Bowrd an
Uimiversal Serviee, CC Docket No. 96-45 90-437 ) Estabtishing Just and Reascnohle Rates for Lacal
Exchunge Carriers. WC Dacketr Mo, 07-135: Uuiversal Service Contribution Meihodology, W Docket
No, 06-122 (*06-1227); Camprehensive Review of the Universal service Fund Management,
Adniinistration, ard Oversight, WC Dockel No, 03-195; Lifeline and Link-Up WC Docket Ny, 034109,
Rural Health Care Support Mechanisimm, WC Docket No., 02-60; Sphaols and Lilivaries Universal Service
Supporst Mechanism, CC Docket No., §2-6: ftercarrier Comprensation Refarm, CC Docket No., 0192 (“0 -
7 Multi-Assaciation Group (MAG) Plan far Regqudation of Intersiate Services of Now-Price Cap
teandient Local Exchange Carriers and tnterexchange Carriers, CC Docket Ny 0-236; Intercarvier
Compensation jur 1P-Bourd Traffic, CC Docket Na. 99-68; Access Charge Refurn, CC Daocket No. 496-
262 Jurisdictional Separations and Referral ta the Federal-Stete Joint Board, CC Docket Na, 80-286,
Comments of the National Association of State Utility Consumer Advocates to Retresh the Record {Juty 7,
2007,



which NASUCA naw respands in order that the consumer veice can be heard over the
continuing din af industry special pleading.” The industry filings address the tightly
intertwined issues of intercarnicr comnpensation and umversal service.

Most of the rilings integrate three crucial but setiously incarrect concepts. which are in
fact entirely severable and deserve separate, not nnified, response. The first cancept is
that intercarrier compensation ('ICC™Y shauld be unitied, for all types of calls, far
interstate and intrastate jurisdictions, at $0.0007 per minute.® The second concept is that
incumbent carriers should be able to recaup any revenues lost as a result of lowering
current ICC rvates to the SO.0007 level, through a cambination of increases to interstate
subscriber ling charges (“SLCs™) and additional receipts Tram the federal universal
service fund C*USF™.® And the third concept is that these increases in the USE will be
made in the cantext of a USF contribution mechantsm that ussesses telephone numbers,
in place of the curvent revenue-based inechanism.

Many af the filings refer to the mandamus arder issued by the D.C. Circuit Court of
Appeals In re: Core Communications, Inc., No 07-1446, 2008 WL, 2649636 (DC Cir.
July 8, 2008).% That order. of course, dealt with the remand of the Commisston’s rales
regarding reciprocal compensation for Internet service provider (“ISP™)-bound tratfic,
That order requires the Commission to justify the rules regarding that traffic, ar see them
reversed, The D.C. Circuit order does not require the Commission to adopt a global ICC
framework by Novetber 2008, the Cornmissian need not do so, and should not attempt
tet,

A unified rate of $0,0007 is arbitrary and not cost-based.

None of the recent comments make any pretense that the proposed $0.0007 rate has any
basts in any cartier’s costs of termination or transport, much less the casts of all the
carriers wha will be subject to the rate. Indeed, the Natiunal Exchange Curnier
Assoctation ("NECA”) recently argued that this rate does nat even cover its members’
cost of billing, let alone netwark costs.’

*There weee 123 tilings i1 03-337 and 132 filings in 01-92 between July 7. 2008 aud Seprentber 24, 2008.
{Soe at those lilings nmay have been made iu bath dockets.) New Rlings continue to be made; this
respuinse fucuses on tilings up throngh September 23, 2008,

Y IP-Enabied Services, WC Docket No. (4-36 (“04-367), 0192, fetter fromn AT&T, CapTIA, CTIA — The
Wireless Associatiun, Glebal Cressing, the lufornmation Techuwdagy Endustry council, Notianal Associatiun
af Manufacturers, New Glabal Telecom, PointOne, Spuint Nexiel Corp.. the Teleconununicatiaus Industry
Association, T-Mabile, Venzon and the VON Coalition (August 6, 20083 (“Unified Rate 8/6/08 lerter™).
The letier iselt ackuowledges the many policy ditferences amoug the siguatories; subsequent filings (e.g.,
the T-Mubile filiug ar August 27, 2008 i 04-36 and 01-92) shaw how uarrow the agreetiant wis.

" See, e 142, 96-45, Verizou tiling (Sejuentber 12, 2008) (Verizon 9/12/08 tiling”).
e, e.g., Y9-8, 01-92, Puc-West ex jlarte {August 18, 2008),

UG43, 0102, 06-122. In the Matter of Perition af AT&F Iue. jor Interim Declaraiory Rufing and Linired
Waivers Regurding Accers Charges aud the "ESE Evempiion,” WC Dacket No. (18-152, NECA ex parte
{(Septemtbher 11, 2008) at | 3].



[l array of services from which AT&T (and other carriers) receive revenues —
traditional wireline service, broadband services, and, indeed video and other services,
Intercarrier compensation, SLCs and the USF are but three of the numerous spigots (rom
which dollars [low to Till np the telephone companies’ revemie buckets. All of these
“buckets™ must be included when addressing lost reventues.

A numbers-hased contribution mechanism is unnecessary, will create new
oppoertunities for arbitrage, and will net henefit consumers.

On Seplember 10, 2008, AT&T and Verizon met with Wireline Competition Bureau stalt
to present their joint proposal to implement a telephone numbers-based nniversal service
contribution methodology. That meeting was memorialized in an ex parte liling on
September L1, 2008 ("AT&T/Verizon 9/11/08 Contribution Mechanism Filing™).

The AT&T/Verizon 9/11/08 Contribution Mechanism Filing includes a four-page
“Highlights” section, There it is stated that

The current contribution methodology is outdated. Tt was designed lor a
world where phone companies offered customers separate local and long
distance telephone plans and not much else. Today, consumers
increasingly choose “all distance™ bundled olferings lrom a varety ot
providers, which often include video, voice, and data for one price. To
report revenues 1o USAC, providers nist distingtiish “interstate” revenues
from “intrastate” revenues and “telecommunications services™ from
“inlormation services.” New and advanced services like [P and broadband
make these distinctions more complex and increase the incentives lor
companies to “cheat”™ on their contributions. Thus, companies that
compete with each other lor the same customers pay into the tund in
ditferent ways, skewing the competitive landscape.™

The key lactor this argument misses is that the basis of contributions to the tederal USF is
the law, as expressed in 47 U.S.CL § 254(d), which states that

[elvery telecommunications carrier that provides intersiate
telecommunications services shall contribute, on an equitable antl
nondiscrinmnatory basis, to the ... mechanisms established by the
Commission o preserve and advance universal service. ... Any other
provider of interstate telecommunications may be required o contribute o
the preservation and advancement of universal service il the public interest
S0 requires.

TAT& T Verizon 91 1/08 Crmbibution Mechanism Fiting, Highlights uf o “Direct® Numbers-Bosed
Systewn (“Highlights™) ut 1.
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Hence the emphasis in the current mechanism is on interstate revenues, and revenues
from telecommunications services. Indeed, the Commission’s early attempts to assess
intrastate services for the federal USF were quickly rejected by the courts.™ The use of
telephone numbers as the busis for USF assessment unnecessarily blurs the requuirements
of the law.

As a turther justification for the proposal. the alleganon is made that

lals a consequence of these market changes, the contribution factor
{which determines the USF fee customers pay) is failing to keep pace with
ihe growth of the universal service fund. The contribution factor rose
from 3.7% in 2000 to 11.4% in the third quarter of 2008, and will likely
rise again in the luture.™

This rationale is demonstrably tulse. 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. Onee again, NASUCA presents to the Commission the charts and
graphs that show that the interstate revenue base tor the USFE 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 other benefits attributed to the numbers-based mechanism™ are thut

[u] 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 of voice
services regardless of the technology. It will mare 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 primary source of the purported stability of the numbers-based mechanism proposed
by AT&T und Verizon has little to do with the wmechanism itself. Instead, it 1s the result

B Texas Office of Public Uriliry Counsel v. FCC, 183 F.3d 393, 449 (3" Cir. 1999),
% Highlights av t (emphasis added).

“ CC Pocket No. 96-45, et al., NASUCA Reply Covunents on Staff Study (May 16, 2003) at 7-11. No
party has. 10 NASUCA s knawledge, atempted to refute these findings.

7 Gee also 06-122, NASUCA ex parte (Septewber 23, 2007, a detaded rebutial of the proposals for a
ninnbers-hased mechanisin,

¥d a2



af caleulating the factor enly every six months, rather than every quarter.™ As noted
above and shown in the attachment, the vartability in the current mechanism is driven
much mare by the needs of the fund, rather than variations in the revenue base. The
current mechanism could probably be rendered mare 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 ol vaice services
regardless of the technolagy.” it is nat clear which providers of voice services currently
cscape being assessed for the USF. And even under a numbers-based mechuanism,
services such as Skype will continue to avoid assessiment.™ The same holds true for
“tak[ing] into account the technologies that people actually use.”

As far as “more equitably distributing the cast al' universal service among custamers™ is
concerned, the proposal shows nothing of the sort. The one thing the proposal dees do is
ta eliminate the need 1o distinguish among different types ol revenues. But the need ta
distinguish among different types af munbers is substituted.

The AT&T/Verizon proposal would exempt Liteline customers from USF assessments, ™
It would also exclude numbers used by carriers for administrative or operational
funclions.”™ It would also exclude prepaid wireless numbers, which would be assessed on
a per-minute-ol-usage basis.” It would alsa assess wireless Tamily share plan numbers at
areduced rate™

But there are 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

Y See AT& T/Verizon 9711708 Contribution Mechanism Filing, Direct USF Contribition Methodology :u 2.
¥ gee 06-122, 96-43, lonary Consulling ex parte (September 19, 2008) a1 [4].

1 see 9711708 Contribution Mechanism Filing, Direct USF Contribution Methodology at 3. As previously
discussed by NASUCA, this alsn is nol a feature inherent in the numbers-based mechanisim anmd also could
be applied under the current mechanism. Curremly, Lifeline customers are exempt from USF assessmend
on their SLCs. pursuand in 47 CER, § 64158,

Y.
YL

"1d. at 4. Ris not clear whether these nuimbers would eventually be subject 1o a full assessment atier a
“ransition” penind. The justification for a4 reduced assessment is appacently that “the shaced allocation of
monthly minutes means that family plan sabscribers limit each other™s use of the network,”™ Highlights w1 3.
Bt that is driven more by the size of the family buckel of minules than by unything else. L alsa is net
clear why a shared plan of 800 minwes with four members should pay less than four individual plans of
M) iminutes each,

# See 06-122, 05-337, 9045, NASUCA ex parte 1August 3, 2008) at 3-4 (listing some of the requests for
special treatment}; see also 06-122 NASUCA ex parte (September 23, 2007) at 6-8, See also 06-122, 96-
43, Ienary Consulling ex parte (Sepiember 19, 2008) ar {2, 3-4] (special treatment for Direct lnward
Dialing "Dy numbers).



treatment may well be mertionous, bnt that merely emphasizes the ineven treatiment that
would be given to numbers, and the opportimitics for arbitrage that would be ereated.”™
Obviously. to the extent that scame nmbers are exensed from assessment, pr receive a
reduced assessment, this inerely increases the burden on the holders of other munbers.

The AT&T/Verizon propasal estimates that “the per-telephone nuimber charge will be
between $1.00 and $1. 10 per number under this plan, but the exact charge will depend on
how the FCC structures the new contribution system and how muany numbers we
exempted fron the assessable base.” Although the 9/1 1/08 Coatribution Mechanism
Filing lacked any detail on the calculations, seme of that detail seems to have been
provided by a subsequent filing,™ Yet the numbers are still changing: In the 9/11/08
Contribution Mechanism Filing, it was estimated that, under a numbers-based
mechanism. vesidential customers” contributory share of the USF will decrease from what
the proposal describes as the cureent 50% of the fund to 469%." In the Data Review
liling, AT&T and Verizon peg the consumer responsibility at 48%, purportedly declining
to 42% with the wireless Tamily plan adjustment.™ Yet the consimer share calculation in
the Data Review filing excludes the allocation to prepaid wireless serviee™: if that
exclusion s reversed, the true consumer share is much closer to the share under the
current mechanism, We would also note that the 2003 Staff Study showed that under the
revenue-based mechanisin, in 2007 residential custotners would be paying 42% of the
USF, which wanld have been 45% under a numbers-based mechanism,™

But the averall class share masks the impact onindividal vsers. There can be no doubt
that a mmbers-based mechanisim shilts Tunding responsibility frcan high interstate wsers
10 those who nse few interstate services. AT&T and Verizon note that under the current
mechanism, a customer who makes no (interstate) long distance calls pays an assessiment
ol $0.74, based on an 11 4% assessment on a $6.50 SLC.™ Yet under the numbers-based
propasal, that same customer will pay the full $1.00-31.10 (or higher) projected by the
proposal. The Data Review Filing includes a table purporting to show benefits to a wide
variety of customers, but it is clear even from that table that the highest users benefit the
most.™

1d w4

7 Highliglns at 2

H06-122, 9643, AT& T/ Verizan ex panie (Seplember 23, 20081 (*Data Review™),
¥ Highlights at 2,

* Pate Review, Taldes | and 2.

.., Table 2.

96-43. e1 al., NASUCA Tniial Connnems an Sttt Shudy an Comvitmiion Mechanisms and Reply
Cowpems on Comribunion Mechanisms (April 18, 2003) at 4,

™ Highlights a1 3.
* Data Review, Table 4,



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 benctit
consumers, particularly if ane considers the cost of switching to a new mechamsm even
with the limited exemptions and adjustments proposed in the AT&T/Verizon filings.”

CONCLUSION

As demonstrated here and in many other pleadings, there is no justification for 1) moving
to auniform $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 various proposals that would allow such
unreasonable actions, particularly the proposals of the two largest carriers in the Nation.

Respectfully submitted,

Dawvid C. Bergmann

Assistant Consumers”™ Covnsel

Chair, NASUCA Telecommunications Committee
hergmann @ occ.state.oh.us

Office of the Olo Consumers’ Counsel

10 West Broad Street, Suite 1800

Columbus, OH 43215-3485

Phone {(614) 466-8374

Fux (614) 466-9475

NASUCA

8380 Colesville Road (Suite 101)
Silver Spring, MD 20910

Phone (301) 389-6313

Fax (3013 589-6380

CC: Claude Aiken, Nicholas Alexander, Jay Atkinson, Chris Barnekov, Amy Bender,
Seott Bergmann, Matthew Berry, Tom Buckley, Ted Burmeister, Randy Clarke, Nicholas
Degani, Scott Deutchman, Ian Dillner. James Eisner, Lynne Engledow, Lisa Gelb,
Victoria Goldberg, Michael Goldstein, Dan Gonzalez, Rebekah Goodheart, Greg Guice,
Jane Jackson, Chnstopher Killion, Katie King, Jim Lande, Albert Lewis, Ken Lynch,
Marcus Maher, Jeremy Marcus, Jennifer McKee, Alex Mivard, Erica Myers. Greg
Orlando, Ajit Pai, Carol Pomponio, Jenny Prime, Gary Seigel, Dana Shatfer, Bill
Sharkey, Paula Silberthau, Doug Slotten, Cindy Spiers, Donald Stockdale, Craig Stroup,
Julie Veach, Matt Warner, Roger Woock

" NASUCA's September 25, 2007 ex parle in (6-122 provides an extensive review of the reasons aguinsi
adopting a pumbecs-based mechanism.
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It does appecar, 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,”'* and that the “‘patches” to the system
adopted by the Commission'* 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.'*

There is certainly no need for a massive overhaul such as proposed by the Chairman.'® 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.”'” 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.'® 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).'® Even AT&T and Verizon opposed such a hybrid system.'” This

%2 Chairman’s Draft Proposal, § 97.

%* Most recently in the NASUCA September 30, 2008 ex parte (at 7 and Attachment).

'* Chairman’s Proposed Decision,  97.

'> Universal Service Administrative Company filing (October 31, 2008).

' 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 VolP traffic for
its intrastate USF.

7 Appendix B, § 78.

'** See AT&T/Verizon ex parte filing (September 11, 2008).

'** Chairman’s Draft Proposal, ¥ 92.

" 06-122, et al., AT&T/Verizon ex parte (October 20, 2008) at 1.
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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.”""" Despite the claims that that number is supported in the
record,'™ 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.'” And the value of a “simple and
predictable” assessment for residential customers'™ is vastly overstated; it obviously depends
more on the level of the assessment rather than on the fact that the assessment will not change
guarter-to-quarter.

But the needs of the USF change quarter-to-quarter.'” This means that a fixed 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).'™

Finally, we should note that one of the supposed benefits of a numbers-based mechanism -- that
it will promote number conservation'” -- 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.”'”® 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." NASUCA has supported exempting CVM'¥; the

"' Chairman’s Draft Proposal, § 92.

" 1d., n.271.

'™ Similarly, the per-connection rates under the Narrow Proposal (Narrow Proposal, ¥ 81) are

arbitrary.

" 1d., 9 107.

' Even though the Chairman’s Draft Proposal seeks to cap the high-cost portion of the USF (id.,

9 14), the high-cost fund is only one of the four components of the USF.

7% See Narrow Proposal, ¥ 82.

"T1d., 9§ L1

178 Id‘

P Id., 99 116-124,

i Id., €% 141,

Hd., g 142,

"2 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.™ 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.'*

XL CONCLUSION

Given the many gaps in the Chairman’s Draft Proposal, it 1s 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 Commiitee
Office of the Ohio Consumers’ Counsel
10 West Broad Street, Suite 1800
Columbus, OH 43215-3485
Phone (614) 466-8574
Fax (614) 466-9475
bergmanni@occe.state.oh.us

NASUCA

8380 Colesville Road, Suite 101
Silver Spring, MD 20910
Phone (301) 589-6313

Fax (301) 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 al.,, NASUCA Comments to Refresh the Record (July 7, 2008), n.78.

" Chairman’s Draft Proposal, 9 142.

"> 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— Breadband Cap Reverse auctions Numbers-based Other
COMMENTER| mechanism
AAPC Not for paging carriers
Ad Hec Support for all “Pure” numbers-based
(tor all)
Broadview, et al. Pure numbers or pure
revenues
CAPUC Penalty draconian | No Not oppose; has Target support
questions’
CBT “Pure” numbers-based
{for all)
CenturyTel 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

*! Including whether wireless numbers are residential or business
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ISSUE— Broadband Cap Reverse auctions Numbers-based Other
COMMENTER| mechanism
ITTA No
NECA No End ID support;
funding from
broadband
NTCA Include in US No No End ID support;
expand contnb.
base
PUCO Appendix B (w/
modifications)
Qwest Yes Hybrid Address Qwest If
RTG VZW phase-out No
will save $400M;
savings from
Spriat, too
Sprint Yes (“right size” No Modify
first)
TW Telecom No Do not modify for
business
USA/RCA Unfunded mandate | No No Pure connections-based | Respond to 10™
Cir; no CETC
phase-out; no
CETC cost study
USTelecom Yes Disaggregation
Vonage Must offer stand-

alone

H




qualified ETC."" 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.”'"® 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 Commuission’s existing revenues-
based contribution methodology is simply inadequate to the task of supporting
universal service, whether of the 20th or 2 st 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.'”

"7 NASUCA Comments at 55-61.
1% 06-122 AT&T/Verizon ex parte {November 21, 2008) at 1.

1 Id.
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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 death spiral. But that didn’t happen. And then there were
wailings and lamentations when the revenue-based mechanism contribution factor increased
{(because of increased demand on the fund).”' But that has moderated, because of the “patches”
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. '

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.'** No facts,
no data, no demonstration at all. None.'* As ATSI asserts,

the “analysis” and “justification” set forth in the Attachments to the FNPR fall far

short of adequately supporting the wholesale 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 “broken,” is
at best result-oriented rhetoric rather than reasoned analysis. The decline in

2! See ATSI Comments at 9 (emphasis in original} (“If the increased USF disbursements were warranted and in the
public interest, they do nor 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,”)

PINASUCA 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,”)

2 gee 05-337/96-45 NASUCA Comments on Recommended Decision {April 17, 2008) at [9-20.

124 ATSI provides a detailed review of the history of the proposals for a numbers-based mechanism, ATSI
Comments at 2-4.

22 PAETEC asserts that the current mechanism requires each of its three operating entities to expend 20 hours each
quarter completing Form 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 information.
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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

eventually 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.”"¥

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.'® 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.”™ But each of these has significant opposition (indeed, even AT&T would modify the

Narrow Proposal*®). For example, COMPTEL asserts that a connections-based system “would

have a grossly disproportionate impact on smaller business customers.”?!

26 ATS1 Comments at 8 {footnote omitted),

127 RTG Comments at 3-4; see also Corr Comments at 5-6,

"% 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,

'** See AdHoc Comments at iii (unfairness of assessing businesses for both numbers and connections, compared to
residential customers being assessed only on numbers).

" AT&T Comments at 46-51.

¥ COMPTEL Comments at 24-28; see also Hughes/Inmarsat Comments at 13-14 {connections-based proposal
*“would 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.'** 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.”* Broadview Networks, et al. and CA PUC both note that the concept of
“residential” and “business” subscribers is foreign to the wireless paradigm.™ A hybrid
mechanism would thus be more difficult to administer.'”

Some argue for a “‘pure” numbers-based mechanism applied to all.'** But the record
shows the harms that could result from such an approach: to hospitals, universities and
government agencies,'”’ to automotive safety communications providers," to paging carriers and
their clients,'” to DID users,"*" and to low-use residential customers."' 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.'” But the

"2 See Alpheus/Covad Comments at 3-4; integra Comments at 24-25,

'3 AT&T Comments at 7; see also Global Crossing Comments at 12; VON, et al. Comments at |6,

" Broadview Networks, et al, Comments at 56; CA PUC Comments at i3; see also CBT Comments at 20,

'*% Broadview Networks Comments at 48-49, 1DT points out the problems with the Commission classifying prepaid
calling cards - that are mostly used by residential customers -- as business services. See generally, IDT Comments.
3% For example, CTIA supports a “'pure numbers- and connections-based contribution methodology,” but still wants
special provisions for prepaid wireless and wireless family plans. CTIA Comments at ii; see aiso T-Mobile
Comments at 15-16; Centennial Comments at 5, Purity, like beauty, is in the eye of the beholder. And Sprint Nextel
wants an exemption for tefephone numbers used to provide wireless internet access service. Sprint Nextel
Comments at 40.

%7 integra Comments at 25,

¥ ATX Comments; Toyota Comments.

1% AAPC Comments; ATS| 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).
" CRUSIR Comments at 12-14,

' NTCH Comments at 2-4.

"2 Chairman's Draft Proposal, T 141-142.
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more exemptions or adjustments made, the more complicated the system becomes.™ And
Broadview Networks, et al. demonstrate some of the complexity involved in a “‘simple”
numbers-based mechanism.

Global Crossing says that “[i]f the Commission believes that it cannot, consistent with
Section 254 of the Act, 47 U.S.C. § 254, mandate contributions based solely on telephone
numbers, then Global Crossing urges the Commission nevertheless to ... adopt a connections-
based system....”"*" If the Commission lacks the authority to adopt a numbers-based mechanism,
nothing in the Act would grant authority for a connections-based mechanism. The Narrow
Proposal does not cite any authority not cited in the Chairman’s Draft Proposal.'*

NASUCA has definitively shown that the claimed benefits for consumers of a numbers-
based mechanism are illusory.'’ Even the Chairman’s Draft Proposal supposedly benefits
residential consumers only because it artificially locks in a fixed monthly amount, while leaving
business customers as the residual source for funding.'* As CRUSIR states, the numbers-based
mechanisms

shift the burden from a properly neutral percentage-of-revenue basis onto one that

divorces fees from both cost and value, which would likely put some competitive

service providers out of business while benefiting the very largest incumbents.
Neither numbers nor connections should be subject to fixed fees; the percentage-

"3 CBT proposes a lower USF assessment for prepaid wireless customers. CBT Comments at 22, Leap discusses
its prepaid service that would not {it 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.

" Broadview Networks, et al. Comments at 54-55.

"5 Global Crossing Comments at 13,

"¢ Compare Chairman’s Draft Proposal, 9 98-105 to Narrow Proposal, ¥ 45-51.

7 06-122, NASUCA ex parte (September 25, 2007) at 8-10 and Attachment 3. See Alpheus/Covad Comments at 2-
3 for a brief discussion of the supposed benefits of a numbers-based mechanism.

1% See, e.g., AdHoc Comments at ii.
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based USF fee structure should be left intact.'*

In sum, as NTCA asserts,

The [numbers-based] proposal is backward looking, and by basing USF

contributions on legacy telephone numbers while 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 technologies.'*

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

numbers-based mechanism

is just as critical to the nation’s broadband future as the other reforms 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.'”

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.

V.  CONCLUSION

Rather than attempt the huge restructuring that is contained in the Chairman’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 traffic'* and

4% CRUSIR Comments on USF at 2. Network!P 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 Network!P Comments at 2.

B NTCA Comments at 28.

P 06-122 AT& T/ Verizon ex parte (November 21, 2008) at 1.

'*2 Broadview Networks, et al. Comments at 2; W1 PSC Comments at 2-3.

33



