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As noted above, in order to protect customers from minimal, accidental usage charges,
Verizon Wireless does not charge users when the browser is launched, and opens to the Verizon
Wireless Mobile Web homepagc. [fthe browsing session ends there without the customer
navigating to another webpage, the customer will not incur charges for Mobile Web browsing.

Verizon Wireless strives to ensure that customers arc not billed for minimal accidental data
usage charges. [f a cllstomer believes that he has been charged for such minimal accidental usage,
he should call Customcr Care, explain the circumstances, and request a credit. Customer Care
representatives are authorized to credit tbe account, and also to explain to the customer how to
avoid recurrence of accidental usage charges.

9. Can a customer re-program keys rhat provide/cJr one-press access to various MobjJe
Web services to disable that/unction? {lso, how can a customer do so, and how does Verizon
inform customers hOlV to Fe-program thE'se keys? Ifnot, how does the Vcri:::Ol1 i1?!orrn customers
that these keys ('annat be reprogrammed and that consumers may he chargedfor pres.dng them
accidentally? The recent arfl'cle also slIggc,I,'fcd that, even 1fa consumer asks 1o have the lvfobile
Web/eature turned ojl charges •.lre incurred jar transmission ofa blocking 110lijicatiol1 Is this
coruo'er? Ijso, are consumers informed /haf they may incur charges even alter turning orrrhe
.lila/vre?

Response: Certain devices can he re-programmed to remove (or add) the browser link
from the main menu or change thc destination for the "four-way" navigation key, hut this option is
not availahle on all Mobilc Web capable devices.

However, most deVices include a feature that permits customers to lock their screens to
avoid accidental dialing or application launches. Use of this feature would prevent the browser
link from being triggered. Each mobile device comes witli a user's manual that identifies the
Screen/Phone lock feature in the index, and prl1vides instnrctions on how to implement it. Also,
Verizon Wireless has a technical support phone number and technicians available in each of its
stores to assist customers in using this feature at no charge. If the dcvice permits reprogramming
hy the user, the user's manual would describe the procedure.

Verizon Wireless also offers customers the ability to apply data access blocks to their
account for either all data access or specifically to Mobile Web. A data block can be applied
through Customer Care and at point of sale. In addition, Mobile Web block can be applied on-line
at the My Verizon website.

Verizon Wireless does not charge for Mobile Web blocking notifications [f the referenced
article suggested that there is a charge. it was inaccurate.

**********
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In accordance witb your letter, this response is being filed in the docket related to the
Commission's ETF proceeding (WT 05-194) and the docket related to dIe Consumer Information
and Disclosure Notice oflnquirv (CG 09-158). Please leI me know if you have any questions
about this response.

Respectftdly submitted,

Exbibits





US Wireless Market - Q3 2009 Update

Executive Summary

The US wireless data market grew S% QjO and 27% V/V to exceed $11.3B in mobile data service revenues and thus exceeded
$10B for the third straight quarter. As we mentioned in our 012009 research note, given the strong growth in data
revenues and overall service revenues, the worst is over for the US mobile industry. The US market touched 2S%
penetration of smartphones in 03 2009, a new milestone.

While the flailing economy hit certain segments of the wireless ecosystem hard esp. the infrastructure and handset segments,
consumers haven't really pulled back on the mobile data overall spending. Additionally, the CAPEX spending has stayed
strong in 2009 given the activity around 3G/4G deployments and tnals. As expected, there was an increase of prepaid
subscribers which dropped the overall revenues for some of the carriers. The US subscription penetration was

approximateiy 91.3% at the end of 032009.

As we mentioned in our last three research notes that this time around, the fate ofthe US mobile industry is more closely tied to
the overall economy compared to the previous recessions. As the consumer sentiment improved over the last two quarters
aiong with better than expected 01-3 2009 earnings from corporations, the mobile industry is back on track. While the
structural flaws in various industry segments remain, the outlook for the 04 2009 and 2010 remains bright and we are
expecting the overall data revenues to now increase by over 30% compared to 2008 with a record-setting 04.

032009 reported a 3.S% increase in GOP compared to the 1% decline in 02 and 6.4% decline in 01, thus marking the official
(technical) end of the recession. The GOP is expected to change by 3.2% for 2009 and the service revenues are expected
to account for 1.13% of the US economy by year-end. Note: For a detailed discussion of the US wireless industry in
recessions, please see 2008 US Wireless Market Update.

So, what does this mean? Well, the markets can still be volatile, but overall the market seems to be feeling better about the
economy than it was in February. The Conference Board Consumer Confidence Index though retreated from June is at a
healthy 47.7.
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US Wireless Market - Q3 2009 Update
What to expect in the coming months?

The high unemployment has slowed the growth in the data card segment but the smartphone consumers have more than picked up the slack, Also,
as expected, there was a shift from postpaid to prepaid in some user segments, For example, for T-Mobile, prepaid accounts for almost 20% of

their customer base compared to 17% from an year ago, The fight for the low-end customer is also having an impact on the traditional prepaid
players and the price pressure is reducing their margins, It is quite likely that 50-60% of such consumers don't go back to postpaid thus
permanently lowering the ARPU base for such customers and carriers who have experienced more postpaid to prepaid shift will have to make

up for the lost revenues elsewhere.

In fact, the churning in the last few quarters has distanced the top two (AT&T and Verizon) and the next two (Sprint and T-Mobile) by the biggest gap
in the history of the industry, By the end of 2009, this gap will rise to 36% compared to 28% at the end of 2008 and 21% in 2002.The "Rest"
category has essentially diminished from the market dropping from a dominant 43% market share in 2002 to 12% in 2009 (Slide 18).

The trend of the land line replacement by Mobile continued in Q3 2009, now reaching almost 25%, In the third quarter, messaging growth slowed
down, The messaging volume waS up only 4% and messaging revenues were up 3% QoQ, With its expanding 3G network, T-Mobile like its
peers has started to benefit from smartphone penetration reaching to 6% of its subscriber base, Overall, The increased use of smartphones
and datacards is putting a pressure on carrier networks and accelerating their strategies to deploy LTE/WiMAX, We estimate that by end of
2009, the US mobile data traffic is likely to exceed 400 petabytes, up 193% from 2008, To truly tackle the problem head-on, operators will
need to adopt a multi-pronged strategy to manage their traffic more effectively, We discuss mobile data traffic in much more detail in our
paper "Managing Growth and Profits in the Yottabyte Era," We will have more on this subject in the coming days (You can also read our RCR
Wireless columns on the subject - Defining Mobile Broadband and Solutions for the Broadband World),

We will be keeping a very close eye on the micro- and macro-trends and reporting on the market on a regular basis in various private and public
settings,
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US Wireless Market - Q3 2009 Update
Against this backdrop, the analysis ofthe Q3 2009 US wireless data market is:

Service Revenues (Slides 11-12, 17, 19)

• The US Wireless data service revenues grew S% QjQ to $113B in Q209. Compared to Q308, the data service revenues grew 27%.

• Verizon and AT&T accounted for 80% of the increase in data revenues in Q3 2009.

The US mobile data service revenues crossed $lOB for the third straight quarter and stays ahead of Japan and China by a distance.

• AT&T experienced the most growth with over 6% increase QjQ followed by Verizon and Sprint at S%.

• Verizon's data revenues exceeded $4B/quarter only inches behind the global leader of over 10 years NTI DaCoMa.

• AT&T and Verizon now account for 68% of the market data services revenues and 61.S% of the subscriber base.

• The average industry percentage contribution of data to overall ARPU is now 28%. US market is likely to touch the 30% mark in 2009 though it

might not quite eclipse it.

• The top four US carriers are now a permanent fixture in the top 10 global operators by mobile data service revenues occupying #3, #4, #6, and #8
spot respectively. Apart from NTI DaCoMa and China Mobile, Verizon Wireless and AT&T are the only two other operators generating more than
$3B in quarterly mobile data service revenues

ARPU (Slides 13-15)

• Overall ARPU decreased by $0.14. Average voice ARPU declined by $0.57 while the average data ARPU grew by $0.43 or 3%.

• Verizon led in (blended) data ARPU with $15.59 followed by AT&T and Sprint. In terms of% contribution, Verizon exceeded 30% to become the first
US operator to do so. It was followed closely by AT&T and Sprint respectively. T-Mobile also exceeded $10 in data ARPU for the first time.

• AT&T experienced something unique - an increase in voice ARPU (for the first time in 10 quarters). The voice ARPU increased $.03 in Q3 2009.
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US Wireless Market - Q3 2009 Update
Subscribers (Slides 16-18)

• In Q309, the US market added approximately 2.7M new subscriptions down 1% from Q109.

o The number of data subscribers has been on the rise with Verizon leading the way. At the end of Q309, 67% of US subscribers were using some form
of data services.

• The messaging volumes in the US market now average almost 568 messages/subscriber/month or at the frequency of almost a message/hour/sub
thus reaching close to the messaging leader Philippines.

• In terms of net-adds, thanks to the boost from the iPhone, An again led in Q309 with 2M net-adds, edging its friendly rival Verizon which added
1.2M net subscriptions. Sprint lost 565K.

• T-Mobile lost customers for the first time in its history. It lost 77K customers in the quarter.

• The 3G penetration in the US stays at a healthy 43% in Q309. Verizon led the pack while T-Mobile is slowly expanding its 3G coverage. The growth in
3G and smartphones is helping offset some of the downward pressure on the data revenues and overall ARPU.

• The gap between the top two (AT&T and Verizon) and the next two (Sprint and T-Mobile) is at its maximum. By the end of 2009, this gap will rise to
36% compared to 28% at the end of 2008 and 21% in 2002.The "Rest" category has essentially diminished from the market dropping from a
dominant 43% market share in 2002 to 12% in 2009.

Applications and Services

• Non-messaging services continue to grab 50-65% of the data revenues for the US carriers.

o The flat-rate pricing movement that was started by Willcom in Japan which moved to Europe became more prevalent in the US market with industry
wide flat-rate pricing plans that included data. All the major carners seem to be offering flat-fee access plans for most of the new smartphones
being introduced in the market. Approximately 20% of the consumers have flat-rate data plans.

o There are probably 18-20 sub-segments within mobile data services and consolidation looms. While the valuations are still high for rapid
consolidation, we think that due to recession pressure, the M&A scene is starting to heat up.

o The usage and data consumption trends are enabling carriers to accelerate their 4G plans and develop long-term business and technical strategies.

Handsets

o Nokia sold 100M+ units in Q3 2009 Samsung again had a solid quarter with over GOM devices sold inching its market share to almost 21%. LG
Electronics at 11%, Sony Ericsson at 4.9%, and Motorola at 4.7% rounded up the top 5.

~

~ The third quarter was again dominated by blockbuster launches of smartphones. Androids have been invading the industry en-masse and 2010

~~_' '" oe • 'eo", ,e" '"' co"ome" '"' COm,,"""O'*,." rowth In smartphone usage is also putting pressure on the networks which are not able to handle the load during peak times in certain cities
';.; . s forcing car'lief' 19 look f'f,r ~Ite'hnate strategies to satisfy the deg>and for broadband - usage billing, UMA, Femtocells, Hotspots, WiMAX, LTE,
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US Wireless Market - Q3 2009 Update
Policy and Regulations

o Q3 also marked the start of an intense FCC scrutiny of the wireless industry. In outlining the four key principles of aJ looming crisis of
spectrum shortage b) removal of red tape cj enforce net-neutrality and d) open Internet, things have already started to change in the
US Wireless Industry. Google has played the game of Armadaian tactics with Kasparovian acumen. The impact of the codified principles
(and the subsequent court battles) can have a significant impact on not only the US wireless industry but the global ecosystem as well.

Open

o The appstores battle is intensifying with OEMs and carriers are announcing their plans and some of them are opening their wares to
woo the developer community. In the midst of the appstores hoopla, Apple announced the passing of the 2 Billion download mark with
increasing number of developers participating the ecosystem. The new functionality being released with 3.0 is taking the battle up a
notch. The clear-cut business model of 30/70+ split is attractive to the long-tail of developers. While there is no dearth of applications,
finda bility remains a challenge. Also, appstores are changing the monetization strategies for content and application developers.

o The App vs. Mobile Web debate is getting intense. The evolution is pretty clear - for the applications that don't require significant UI
resources, it will be better to develop in for the browser, for intensive games, the native platform will be ahead of the browser
advances. The location API access on the iPhone browser is breakthrough to have developers start thinking about the webapps. But,
what does it do to the control points and the revenue models)

o While there has been much consternation around the word "Open," one is hard pressed to find a consistent definition what it might
actually mean. One could provide access to one API and declare themselves an open heretic while others could end up opening up their
business more than needed and yet be accused of being closed. Clearly, the degree to openness is in the eye of the recipient. There is
no black and white, just shades of grey and that's where the battles will be won and lost. In the end, it is all about "access" to the
market and the "freedom" to earn profits. Rest is noise.

o It is worth debating as to what can be mandated to be open, do the rules apply just to the operators and OEMs, or we should extend
the courtesy to software platforms, search indices, aggregated user profiles, billing engines, etc.

o It is also becoming obvious that we need to redefine the device categories. Featurephones are no longer dumb terminals, many
empower the users with smartphone functionality. Devices like iPhone, Droid, Pre no longer fit the smartphone stereotype, they need a
separate category for themselves - appphones, ddhmvcs (data devices that happen to make voice calls), platformdevices,
mobilecomputers, geniusdevices, agilechips, astuteconceirge, you get the point.

h np:! /-/v'w'//:":'l e tollSh a r-m a. CGill 6 le Chetan Sharma COn5uJ1ing. All Rights Reserved Nov 2009



US Wireless Market - Q3 2009 Update

Misc.

• Not surprisingly, Venture capital market experienced a continued decline in 2009, with companies announcing $1.5B in financings vs. $3B for the
same time period. (Source: Rutberg)

• In a sign of convergence battles to come, T-Mobile's @Home and various Femto cell initiatives are taking hold. Cable operators are also aggressively
seeking triple-play by providing the wireless component of the service.

• China crossed the 700M subscription mark in 03. India crossed the 500M mark for telephone penetration (wireline + wireless) of which 472 are
mobile subscriptions. In terms of net-adds. India has outpaced China for the last 16 months. The Indian market added almost 155M vs. 101M in
China during the last four quarters. (more discussion on the international market in our global market update next year)

We will be keeping a close eye on the trends in the wireless data sector in our blog, twitter feeds, future research reports, and articles. The next US Wireless
Data Market update will be released In Feb 2009. The next Global Wireless Data Market update will be issued in Mar 2010.

Watch out for our end of the year survey and commentary an global wireless markers and trends for 2010.

Your feedback is always welcome.

Should you have any questions about navigating or understanding the economic and competitive Icebergs, please feel free to drop us a line.

Thanks.

Chetan Sharma

Disclaimer: Some of the companies mentioned in this note are our clients.
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US Wireless Industry in Recessions
US Wireless Industry in Recessions
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US Wireless Industry in Recessions
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Leading Indicators

Indicators Q309 Q409

Messaging 1 1
Access/Information 1 1
Down loadables 1 1
Smartphones 1 1
3G Devices 1 1
Seasonality 1 1
Voice ARPU 1 1
Data ARPU 1 1
Overall ARPU 1 1
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US Wireless Data Service Revenues

US Wireless Market: Data Revenues
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US Wireless Carriers: Data ARPU Trends

us: Data Revenues of top 4 carriers
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US Wireless Carriers: Data ARPU Trends

US Wireless Market: Data ARPU (2004-9)
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US Wireless Carriers: Data ARPU Trends

US Wireless Market: Data as % of ARPU (2004-9)
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US Wireless Carriers: ARPU Trends

US Wireless Market: Voice vs. Data ARPU (2004-9)
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US Wireless Carriers: Net Adds Share

us: Net-Adds
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US Market: Carrier Market share (Q309)

US Market: Carrier Subscriber Share (Q3 2009) US Market: Carrier Mobile Data Revenue Share (Q3 2009)
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US Market: Carrier Market share

Gap between Top 2 and Next 2 Mobile Operators (US)
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Top Carriers by Wireless Data Revenues

Global: Data Revenues for top 10 carriers 1H 2009
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