New Networks



Why is AT&T and Sprint Paying 2-4 Times more than Verizon Wireless for “Special Access Fees” and Use of Verizon New York’s Wires?

Read the Full Report: 

All Cell phone calls or data end up using a wire as all cell towers or even WiFi hot spots all are attached to a wire. And the companies all pay for using these wires, including what are known as ‘special access fees”, which are fees paid wired company to handle all of the wireless traffic.

However, based solely on data provided by Verizon, New York’s SEC filed 2010 4th quarter filing, and other primary data, Verizon Wireless appears to have a major sweetheart deal with Verizon New York, the utility that controls the wires, as the competitors appear to be paying 2-4 times as much for the same service.  However, this also inflates Verizon Wireless profits and lowers the revenue and thus profits of the wired company, Verizon New York. 

Let’s go through the numbers. 

1) 
In 2010, Verizon Wireless had 94.1 million subscribers, AT&T Wireless had 95.5 million subscribers and Sprint-Nextel had 44.5 million nationwide. 

Verizon, AT&T and Sprint Wireless Subscribers, 2008-2010

(In the millions)

	
	2009
	2010

	Verizon
	89,172
	94,135

	AT&T
	85,120
	95,536

	Sprint
	39,953
	44,521


2) 
The Verizon, New York 2010 Annual Report states that AT&T and Sprint were the two largest customers. 

 “Concentrations of credit risk with respect to trade receivables, other than those from AT&T Inc. (AT&T) and Sprint Nextel Corporation (Sprint), are limited due to the large number of customers. We generated revenues from services provided to AT&T and Sprint (primarily network access and billing and collection) of $237 million and $104 million in 2010 and $279 million and $119 million in 2009, respectively.“

2) 
Verizon Wireless Affiliate Payments to Verizon New York, 

Verizon Wireless
 claims that the ‘revenues’ to Verizon, New York are for access fees and billing and collection.  


"Verizon Wireless Inc. Our operating revenues include transactions with Verizon Wireless Inc. (Verizon Wireless) associated with the provision of local and network access services, billing and collection services and from interconnection agreements.  These revenues are earned from Verizon Wireless who provides wireless voice and data services, paging services and equipment sales to their customers."

3) 
Payment to Verizon New York by AT&T, Sprint and Verizon Wireless. 

This exhibit supplies the payments by AT&T and Sprint and the payments listed in Verizon New York 2010 annual report for payments from Verizon Wireless. 

Verizon, AT&T and Sprint Wireless Payments to Verizon New York 2009-2010

(In the Millions)

	 
	2009
	2010

	Verizon Wireless
	 $ 78 
	 $ 95 

	AT&T
	 $279 
	 $ 237 

	Sprint
	 $119 
	 $104 


3) 
Estimate of AT&T, Verizon and Sprint Wireless Subscribers in New York 


Using 6.6% as a rough estimate of the percentage of NY state wireless customers 

as compared to the national subscriber numbers, (which was derived from Census data 

for national and state population and the FCC’s data on telecommunications revenue by 

state), this next exhibit supplies NY State wireless customers
 by carrier. 

Estimate New York State Wireless Subscribers

(In the millions)
	
	2009
	2010

	Verizon
	5,885
	6,213

	AT&T
	5,618
	6,305

	Sprint
	2,637
	2,938


4) Approximate Cost Per New York State Wireless Customer By Carrier. 

Using the monies paid by the carriers to Verizon New York and the estimated number of customers in New York State by carrier are the fees paid by the carriers per year for network access and billing and collections per customer

It would appear that Verizon Wireless paid 72% less than AT&T or Sprint in 2009 and 58% less in 2010 to Verizon New York. Or another way of looking at it, for every customer, AT&T and Sprint paid 2.3-3.8 times more per customer than did Verizon Wireless.

Average Payment per Subscriber to VNY

	
	2009
	2010
	2009 
	2010

	Verizon Wireless
	$13.22 
	$15.29 
	
	

	AT&T
	$49.66 
	$37.62 
	3.76x
	2.46x

	Sprint
	$45.77 
	$35.39 
	3.46x
	2.31x

	Average difference
	
	
	72%
	58%


Caveats

· There is no detailed data on Verizon Wireless payments to VNY.

· There is no detailed data on payments by Sprint/Nextel or AT&T to VNY.

· We assume Verizon has a larger market share of the wireless markets in their incumbent territories, including New York State. 

· We are using Verizon New York data for 2010 because the company stopped publishing its state-based annual reports. 

· The FCC doesn’t publish any data on the actual costs of access fees by carrier.

� Sources: 


Verizon: 2010  EX-13 7 dex13: Portions of Verizon's Annual Report to Shareowners


AT&T EX-13 8 ex13,  AT&T INC. 2010 Annual Report


Sprint FORM 10-K Sprint Nextel Corporation , For the fiscal year ended December 31, 2010 





�Source Verizon New York Inc., Consolidated Financial Statements As of December 31, 2010 and 2009.


� Verizon, New York, Consolidated Financial Statements As of December 31, 2010 and 2009.


� Source Verizon New York Inc., Consolidated Financial Statements As of December 31, 2010 and 2009. 


� Derivation of “6.6% was done by using Census data and Telecommunications Revenue by state, supplied by the FCC. 


6.4% census of population, as of 2007  –(source Time Almanac, 2009)


6.8% FCC Table 15.5  Total Telecommunications Revenues by State: 2010. Trends in Telephone Service, 2008  
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