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Communities team. In this capacity, I have infonnation and knowledge relating to the sources of

data described specifically in paragraphs 8-9, 13-16,21 -29,31-34, and 42-45 of this declaration.

3. My name is Patrick Garzillo. My business address is One Verizon Way, Basking

Ridge, New Jersey 07920-1097. 1 am Vice President - Finance, Service Costs and Analysis for

Verizon, and 1 have more than 35 years of experience with Verizon and its predecessor

companies. My current responsibilities include managing and supervising the development,

preparation and analysis of economic cost infonnation, embedded costs of regulated and non-

regulated services, separated costs, supporting data, cost analysis, and Universal Service Fund

related issues. I also support the development of key marketing strategies, regulatory policies,

and legislative positions for Verizon through financial analysis associated with a broad array of

state and federal regulatory issues. In this capacity, I have infonnation and knowledge relating

to the sources of data described specifically in paragraphs 6-8, 10-12, 17-20,24,30,38-40,46-

55, and 6 I-68 of this declaration.

4. The purpose ofthis declaration is to demonstrate that there is extensive

competition for telecommunications services in Rhode Island, based on the framework the

Commission applied in the Omaha, I Anchorage,2 and Six MSA orders.3

I Petition ofQwest Corporationfor Forbearance Pursuant to 47 Us.c. § 160(c) in the Omaha
Metropolitan Statistical Area, Memorandum Opinion and Order, 20 FCC Rcd 19415 (2005)
("Omaha Forbearance Order").

2 Petition ofACS ofAnchorage, Inc. Pursuant to Section 10 ofthe Communications Act of1934,
As Amended,for Forbearancefrom Sections 251(c)(3) and 252(d)(1) in the Anchorage Study
Area, Memorandum Opinion and Order, 22 FCC Rcd 1958 (2007) ("Anchorage Forbearance
Order").

3 Petitions ofthe Verizon Telephone Companies for Forbearance Pursuant to 47 Us.c. § 160(c)
in the Boston, New York, Philadelphia, Pittsburgh, Providence and Virginia Beach Metropolitan
Statistical Areas, Memorandum Opinion and Order, 22 FCC Rcd 21293 (2007) ("Six MSA
Order").
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5. Our declaration and accompanying exhibits contain information collected from

publicly available sources and internal Verizon databases. We have identified the sources of all

publicly available information on which we rely. We also supervised the collection of data from

Verizon's internal databases. Our declaration and exhibits accurately reflect the data contained

in those databases. A summary ofthe data is set forth below.

6. According to U.S. Census Bureau data, there are approximately 450,000 homes

and approximately 1.1 million people in Rhode Island.4 More than half of the population lives in

Providence County.5 As of the end of December 2007, Verizon was providing service to

approximately [BEGIN CONFIDENTIAL] [END CONFIDENTIAL] switched

access lines in the state - approximately [BEGIN CONFIDENTIAL] [END

CONFIDENTIAL] residential lines (including approximately [BEGIN CONFIDENTIAL]

[END CONFIDENTIAL] primary lines), and more than [BEGIN CONFIDENTIAL]

[END CONFIDENTIALI business lines.6 These totals include residential lines served

4 U.S. Census Bureau, County-Level Housing Unit Datasets, http://www.census.gov/popestl
housing/files/HU-EST2006-44.csv (2006 estimates); U.S. Census Bureau, Population,
Population Change and Estimated Components ofPopulation Change,
http://www.census.gov/popestlnational/files/NST-EST2007-alldata.csv (2007 estimate). For
ARMIS purposes, Rhode Island is part of the Verizon New England study area; Verizon is
required to provide separate reports for each state within the study area. Verizon also is required
to charge unifonn interstate switched access rates throughout the state of Rhode Island.

5U.S. Census Bureau, Metropolitan and Micropolitan Statistical Area Population and Estimated
Components ofChange, http://www.census.gov/population/estimates/metro_generaI/2006/
CBSA-EST2006-alldata.csv (2006 estimates).

6 These and other Verizon access line data cited throughout this declaration are based on voice
grade equivalent lines. Access line and white pages listings data cited throughout this
declaration and its exhibits exclude data for the Block Island rate center and wire center.
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by the former MCC Data for business lines served by the former MCI are provided separately

in the Declaration of Joseph Dunbar.

7. Cox provides cable service to almost the entire state of Rhode Island. According

to Cox's own data, as of 2006, Cox served 308,230 cable subscribers in Rhode Island and its

network passed 485,962 homes.R The company offers mass-market voice and broadband

services throughout the state. Verizon's data show that Cox is providing mass-market voice

service to customers in [BEGIN HIGHLY CONFIDENTIAL]

[END HIGHLY CONFIDENTIAL]. These [BEGIN

HIGHLY CONFIDENTIAL]

[BEGIN CONFIDENTIAL]

[END HIGHLY CONFIDENTIAL] rate centers account for

[END CONFIDENTIAL] ofVerizon's residential access

lines in the state,9 and over [BEGIN CONFIDENTIAL]

of households.

[END CONFIDENTIAL] percent

7 Data for residential lines served by the former MCI are based on white pages listings as of
January 2008.

R Cox Com Inc., Form 325, Physical System ID 008685, Reference Number 184027334,
available at https://fjallfoss.fcc.gov/csb/coals/index.html. Homes passed are based on the total
number of "potential subscribers = total number of single family dwellings + total number of
individual households in multiple dwelling units ... for all locations with access to the existing
cable plant (i.e. homes passed)." Media Bureau, FCC, COALS Electronic Filing System User
Manual, Version 1.0 Final at 77 (Sept. 12,2003), https://fjallfoss.fcc.gov/csb/coals/docs/
coalsweb.pdf. It is unclear why Cox reports passing more homes than the U.S. Census Bureau
says exist in the state of Rhode Island, but in any case this suggests that Cox's network is
ubiquitous.

9 Excluding Block Island, where Verizon serves approximately [BEGIN CONFIDENTIAL]
[END CONFIDENTIAL] retail residential and approximately [BEGIN

CONFIDENTIAL] [END CONFIDENTIAL] retail business switched access lines.
Excluding Block Island, Verizon serves 24 rate centers and 29 wire centers in Rhode Island.
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8. Competitive wireless services and over-the-top voice services also are available

throughout the state, and there are also traditional CLECs that serve mass-market customers. As

a result of this competition, Verizon's retail residential switched access lines in Rhode Island

have declined by approximately [BEGIN CONFIDENTIAL)

percent, from approximately [BEGIN CONFIDENTIAL]

[END CONFIDENTIAL)

[END CONFIDENTIAL)

lines as of year-end 1999 to approximately [BEGIN CONFIDENTIAL) [END

CONFIDENTIAL] lines as of year-end 200710 During this same period, Verizon's primary

residential switched access lines have declined by [BEGIN CONFIDENTIAL) [END

CONFIDENTIAL) percent, from approximately [BEGIN CONFIDENTIAL) [END

CONFIDENTIAL] lines to approximately [BEGIN CONFIDENTIAL] [END

CONFIDENTIAL) lines. I I From 2000 through 2006, the number of homes in Rhode Island

increased by at least 2 percent, while the population increased by 0.7 percent from 2000 through

2007, according to U.S. Census Bureau data. 12

9. There also is robust competition for enterprise customers in Rhode Island. There

is a wide variety of competing providers serving these customers, including a cable company,

interexchange carriers, competitive LECs, systems integrators, and equipment vendors. Cox

offers service to business customers using both its cable network and a fiber network that it has

10 Estimates of the decline in residential lines include residential lines served by the former MCI
as of January 2008. Access lines served by the Block Island wire center are excluded.

II Based on a limited study that Verizon performed in 2007, only about [BEGIN
CONFIDENTIAL) [END CONFIDENTIAL) percent of customers dropped their second
line for DSL, and that number is likely to be even lower today.

12 U.S. Census Bureau, County-Level Housing Unit Datasets, http://www.census.gov/popestl
housinglfiles/HU-EST2006-44.csv (2006 estimates); U.S. Census Bureau, Population,
Population Change and Estimated Components ofPopulation Change,
http://www.census.gov/popest/national/files/NST-EST2007-alldata.csv (2007 estimate).
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deployed specifically to serve business customers. Other competitors are using a combination of

their own facilities, facilities obtained from third-party providers, and special access obtained

from Verizon.

10. According to data from GeoTel, there are at least four known competing carriers

that operate fiber networks within Rhode Island and these networks span at least [BEGIN

CONFIDENTIAL] [END CONFIDENTIAL] route miles. As GeoTel itself recognizes, its

information regarding CLEC fiber routes, while extensive, is not comprehensive. GeoTel

continually works to update its databases, and it provides Verizon with updates approximately

every six months. Each of these updates contains new information. Moreover, GeoTel does not

have complete data for every CLEC. During the course ofthe Verizon/MCI merger, for

example, Verizon received other confidential sources of data that showed additional CLEC fiber

beyond what is contained in the GeoTel data. Thus, there is reason to believe that the GeoTel

information understates, perhaps significantly, the extent to which CLECs have self-provisioned

fiber facilities. In Rhode Island, GeoTel data on fiber route miles are significantly understated as

they do not include data for Cox and AT&T, which operate what are likely the largest

competitive fiber networks in the state. According to these incomplete data, there are at least one

or more known competing fiber providers in more than [BEGIN CONFIDENTIAL]

CONFIDENTIAL] of the wire centers in Rhode Island, and these wire centers represent

[END

approximately [BEGIN CONFIDENTIAL]

retail business switched access lines in the state.

[END CONFIDENTIAL] percent ofVerizon's

II. As of the end of December 2007, competitors are using special access to serve

business customers in [BEGIN CONFIDENTIAL] [END

CONFIDENTIAL] in Rhode Island in which Verizon serves switched business lines.
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12. As with Verizon's retail residential lines, Verizon's retail business switched

access lines (excluding payphone lines) have declined in Rhode Island. Between January 1999

and year-end 2007, Verizon's retail business switched access lines (excluding payphone lines)

declincd approximately [BEGIN CONFIDENTIAL) [END CONFIDENTIAL) percent t3
-

from approximately [BEGIN CONFIDENTIAL) [END CONFIDENTIAL] lines to

approximately [BEGIN CONFIDENTIAL] [END CONFIDENTIAL) lines - even

though the population in the state increased by 0.7 percent between 2000 and 2007.'4 As of the

end of December 2007, competitors in Rhode Island were serving more than [BEGIN

CONFIDENTIAL) [END CONFIDENTIAL) voice-grade equivalent lines using

special access and private lines obtained from Verizon.

II. COMPETITION FOR MASS-MARKET SERVICES

13. The wireline telephone business has undergone and is continuing to undergo

fundamental change. Cable, wireless, Voice over Internet Protocol ("VoIP"), e-mail, and instant

messaging are all being used as replacements for traditional wireline services.

A. Cable

14. Cox is the cable operator for the entire state of Rhode Island. 15

13 This estimate does not include business lines served by the former MCI.

14 U.S. Census Bureau, Population, Population Change and Estimated Components of
Population Change, http://www.census.gov/popest/nationallfilesINST-EST2007-alldata.csv
(2007 estimate).

15 Cox does not serve Block Island, which has approximately 1,000 residents. Block Island has
historically been served by a small independent cable operator, but in October 2006 that cable
operator went out of business and the Island no longer receives cable service. See T. Barmann,
After Mounting Losses, Cable TV Operator on Block Island Calls It Quits, Providence J. (Jan.
16, 2007), http://www.redorbit.comlnews/technology/803 732/
after mounting losses cable tv operator on block island calls/index.htm!.

- - - -- -- - -
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IS. Cox began offering phone service in Rhode Island in 2000. 16 Cox has indicated

that it offers competitive voice service throughout its service territory in the state. Cox offers its

Rhode Island customers a "toll-free calling guide" that provides the toll-free calling area for

customers located in different parts of the state. Cox provides separate toll-free calling areas for

each of the 24 exchanges (or rate centers) in the state of Rhode Island (excluding the Block

Island rate center). 17 Thus, Cox offers telephone service in each ofthese rate centers. A Cox

white paper from May 2004 states that "Cox Digital Telephone service is available to ... Rhode

Island statewide.,,18 As long ago as 2001, the Providence press reported that "Cox has

aggressively pursued the local telephone business in Rhode Island, and now about 95 percent of

the state's residents can choose the cable company to deliver local telephone service.,,19

16. Cox has obtained NPA-NXX codes for every rate center in Rhode Island except

Block Island?O Cox offers Rhode Island residents unlimited local calling for $11.95 per month.

Calling packages with unlimited local and long-distance calling are available for $29.95 without

vertical features, or $39.95 with voicemail and other vertical features?1 Cox currently offers the

16 See Cox To Add Providence to Its Telephone Net, Providence Bus. News (Nov. 20, 2000).

17 See Cox New England, Digital Telephone: Rhode Island Toll-Free Calling Guide,
http://www.cox.com/newengland/telephone/tollfree_ri.asp (attached as Exhibit 3).

18 Cox, Voice over Internet Protocol: Readyfor Prime Time (May 2004).

19 T. Barmann, Verizon Waitingfor the Call on Long-Distance Service, Providence J.-Bull. at E1
(Nov. 4, 2001).

20 North American Numbering Plan Administration, Central Office Code Assignment Records:
Eastern - North; Utilized Codes, http://www.nanpa.com/nanpl/enutlzd.zip(downloadedJan.15.
2008).

21 See Cox New England, Digital Telephone Pricing in Rhode Island, http://www.cox.com/
newengland/telephone/pricing_ri.asp; Cox New England, Cox Digital Telephone - PRICING,
http://www.cox.com/newengland/Telephone/Downloads.asp (attached as Exhibit 3).
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package with voicemail and other vertical features for a promotional rate of$29.95 per month.22

Cox also offers unlimited local and long-distance calling in each of its three $99 bundles that

combine voice with broadband and video services?] Exhibit I is a chart that compares the prices

and features of Cox's voice telephone service offering with those ofVerizon. This chart shows

that Cox's offering is very competitive.

17. Based on its residential white pages listings as of January 2008, Cox provides

service to approximately [BEGIN HIGHLY CONFIDENTIAL] [END HIGHLY

CONFIDENTIAL] residential lines in Rhode Island. See Exhibit 5. Based on these same data,

Cox is providing mass-market voice service to customers in rate centers in Rhode Island that

account for [BEGIN CONFIDENTIAL] lEND CONFIDENTIAL] ofVerizon's

residential access lines in the state?4 According to Verizon's wholesale billing records as of

December 2007, [BEGIN HIGHLY CONFIDENTIAL]

[END

HIGHLY CONFIDENTIAL].

18. The number of white pages listings a competing carrier has obtained provides a

reliable indicator of the number of lines it is serving. When a competitor wins a new residential

subscriber, it obtains a white pages directory listing for that subscriber. These directory listings

are managed by providers of white pages and directory assistance. Because Verizon is a

provider of these services in Rhode Island, it has access to white pages listings for its customers

22 See Cox Communications, Check Address: New Customer,
https:l/secure.cox.com/service/offers/availableservices.aspx.

23 See Cox New England, Save a Bundle,
http://www.cox.com/newengland/saveabundle/default.asp (attached as Exhibit 3).

24 Excluding switched access lines served by Verizon in the Block Island rate center.
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and those of competitive providers who choose to provide them to Verizon for inclusion in

Verizon's white pages and directory assistance.

19. The database associates each listing with an NPA-NXX code as well as a code

that identifies the customer's local exchange carrier. Verizon pulled from the database only the

total number of residential white pages listings for each competitor in Rhode Island,

disaggregated by the NPA-NXX code. These data include both published and non-published

listings, regardless of whether a customer chooses to have its listing published or listed with

directory assistance. This information is still maintained in the database for purposes of

directory assistance because it allows the operator to determine that there is a customer by that

name who has chosen not to list his or her telephone number. Verizon pulled data for main

listings only, and excluded additional listings and listings for additional lines.

20. A comparison ofVerizon's own residential white pages listings to residential

switched access lines shows that the white pages listings database is a reliable source to estimate

the number of lines served by competitors. The database contains approximately [BEGIN

CONFIDENTIAL] [END CONFIDENTIAL] residential white pages listings for

Verizon in Rhode Island (excluding the former MCI) as ofJanuary 2008. As of December 2007,

Verizon (excluding the former Mel) was serving approximately [BEGIN CONFIDENTIAL]

[END CONFIDENTIAL] residential switched access lines in Rhode Island, including

approximately [BEGIN CONFIDENTIAL] [END CONFIDENTIAL] primary

residential lines. Thus, the correlation between white pages listings and Verizon's total

residential lines is greater than 99 percent.
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21. In addition to Cox, Full Channel is a cable operator that passes 20,000 homes in

the Rhode Island communities of Barrington, Bristol, and Warren.25 It served approximately

7,300 cable subscribers in these towns as of September 2005. Cox overbuilt cable networks in

these same communities, however, and currently serves 6,900 cable subscribers in these towns.26

In September 2007, Full Channel indicated that it plans to expand its service area to 22,000

households in East Providence?7 Full Channel's website indicates that it provides cable,

telephone, and Internet service?8 Full Channel appears to provide voice service via resale.

Based on Verizon's wholesale billing records, as of the end of December 2007, Full Channel

provides service to [BEGIN HIGHLY CONFIDENTIAL) [END HIGHLY

CONFIDENTIAL] residential customers using resale from Verizon.

B. Wireless

22. There are multiple competitive wireless providers serving Rhode Island. As the

maps in Exhibit 4 illustrate, AT&T, Sprint Nextel, and T-Mobile all provide service in Rhode

Island, and competitive wireless service from at least one of these carriers is available throughout

the state. Cox also offers its own wireless service in Rhode Island, known as Pivot, through a

25 American Cable Association, The Full Channel Story, available at http://www.fullchannel.net/
corporate/index.php?pid=homepageyromo&article=b6873ad7842fa725955e8d9d4c692a45.

26 T. Barmann, Cox Profits Fall Due to Rising Expenses, Providence Journal (Rhode Island) at E
01 (Apr. 5, 2006). See also Full Channel TV Inc., Form 325, Physical System lD 011792,
Reference Number 18542272, available at https://fjallfoss.fcc.gov/csb/coals/index.html
(reporting 6,932 cable subscribers in 2006).

27 W. Hamilton, Cable TV Exec Never Envisioned Herselfat the Helm, Providence Business
News (Sept. 24, 2007), http://www.pbn.com/private/839e35ed92.html.

28 See Full Channel, http://www.fullchannel.com/.
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joint venture with Sprint29 Verizon Wireless also provides wireless service throughout Rhode

Island.

23. These wireless carriers all provide service that is competitive with wireline

service for comparable offerings. Exhibit I is a chart that compares the voice telephone service

offerings of several leading wireless competitors in Rhode Island with Verizon's wireline service

offering. See Exhibit I. The service packages listed on the chart are those most prominently

featured in advertising materials and are most comparable between service providers. The chart

demonstrates that wireless providers in Rhode Island offer buckets of minutes and other features

at prices that are competitive with comparable packages offered by Verizon and other wireline

providers.

24. Wireless carriers are now competing with wireline carriers both for local access

lines and, even more extensively, for long-distance calls, as well as local calls. For a growing

number of customers, wireless service is displacing landline telephone service. During the last

three years, the number of wireless subscribers has grown by an average of nearly 25 million

new wireless subscribers each year, with an estimated 243 million wireless subscribers as of June

200730 By contrast, there were fewer than 168 million wireline access lines as of December

2006, and that number is declining each year. 31 According to the FCC's recent Local

Competition Report, the number of national wireless subscribers has continued to grow rapidly

(by approximately 13 percent) in the last year, while the number of wireline access lines has

29 See Cox New England, Pivot Wireless, http://www.cox.com/newengland/pivot/default.asp.

30 CTIA, CTIA 's Semi-Annual Wireless Industry Survey Results, http://files.ctia.org/pdf/
CTIA Survey Mid Year 2007.pdf.

- - - -

31 See, e.g., Ind. Anal. & Tech. Div., Wireline Competition Bureau, FCC, Local Telephone
Competition: Status as ofDecember 31, 2006 at Table I (Dec. 2007) (End-user switched access
lines have declined steadily since their peak in December 2000).
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declined.32 According to these data, there were approximately 798,000 wireless subscribers in

Rhode Island at the end of2006,33 [BEGIN CONFIDENTIAL] [END CONFIDENTIAL]

times the number of retail residential access lines Verizon served at the end of December 2007.

25. A large and growing fraction of consumers are giving up their wireline phones

entirely - roughly 14 percent today, according to the most recent National Health Institute

Survey,34 and analysts expect this total to rise to at least 17 percent in two years, and 20-33

percent by the end of 201 0.35 Large percentages of young consumers - which will make up the

next generation of homeowners - arc disconnecting their wireline service, which make it likely

that the rate at which customers use wireless in place of wireline will increase in the future. 36

26. Wireless carriers arc competing even more extensively to displace telephone calls

and minutes that previously were made on wireline networks. A December 2006 Yankee Group

32 See id. at Tables 1 & 14.

33 Id. at Table 14.

34 See S.J. Blumberg & J.V. Luke, Div. of Health Interview Statistics, National Center for Health
Statistics, Wireless Substitution: Early Release ofEstimates from the National Health Interview
Survey, January - June 2007 (reI. Dec. 10,2007). See also J. Meyers, In-Stat, US Profiles of
Wireless-Only Mobile Users: Cord Cutters - 2007 at Table 1 (Nov. 14,2007) (an In-Stat survey
taken in October 2007 found that 20.5 percent of respondents did not have a home phone and
rely only on wireless service).

35 See S. Flannery, et al., Morgan Stanley, Cutting the Cord: Wireless Substitution Is
Accelerating at Exhibit 2 (Sept. 27, 2007); R. Dezego, Bank of America, Battle for the Bundle:
3Q07 Wrap Up at Figure 5 (Nov. 20, 2007) ("Bank ofAmerica 3Q07 Report").

36 See, e.g., M. DeBoer, Yankee Group, One in Seven US Households Say "No Thanks" to
Wireline Phone Services in 2010 at 4 & Exhibit 3 (Dec. 2006) ("December 2006 Yankee Group
Report") ("the 18- to 24-year-old segment has replaced almost 70% oflocal calls and 83% of
long-distance calls with wireless.... In 2006, 67% of cord cutters were younger than 35."); S.
Flannery, et al., Morgan Stanley, Cutting the Cord: Wireless Substitution Is Accelerating at 1
(Sept. 27, 2007) ("We forecast that another 21 million households will go wireless only over the
next five years, reaching 32% of households. We find that this trend is prevalent and
accelerating across most demographic profiles, but is most pronounced among the young and
lower income groups.").
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report estimates that wireless subscribers make 68 percent of their long-distance calls and 51

percent of their local calls on their wireless phones37 The FCC's own data show that wireline

toll minutes have declined rapidly for the industry as a whole. Average residential toll minutes

per line reached a peak of 149 minutes per month in 1997, and declined to only 51 minutes per

month in 2005 38 In total, consumers have reduced the number ofiong-distance minutes of use

on landline phones by 66 percent during that period39 Moreover, at least 32.9 percent of

wireless subscribers use their landline only for local calls.40 These findings "suggest[] that

wireless is eroding the usage of wireline long distance and local toll services twice as much as

the rate of complete wireless substitution.,,41

27. The absolute increase in wireless minutes has been explosive. By 2006, the last

year for which data are available, wireless minutes of use had risen to 1.8 trillion, an increase of

20 percent from 2005 and approximately 600 percent since 2000.42 This increased usage has

been accompanied by a rapid erosion in traditional distinctions between the locations from which

subscribers use fixed and mobile service, as subscribers increasingly use their mobile devices at

37 December 2006 Yankee Group Report at Exhibit 2.

38 Ind. Anal. & Tech. Div., Wireline Competition Bureau, Trends in Telephone Service at Table
14.2 (Feb. 2007) ("Trends in Telephone Service") (includes: IntraLATA-Intrastate, InterLATA
Intrastate, IntraLATA-Interstate, InterLATA-Interstate, International, and Others (toll-free
minutes billed to residential customers, 900 minutes, and minutes for calls that could not be
classified)).

39 Trends in Telephone Service at Table 14.2.

40 D. Chamberlain & R. Luhr, In-Stat/MDR, Cutting the Cord: Consumer Profiles and Carrier
Strategiesfor Wireless Substitution at 1 (Oct. 2005).

41 Id. at 6.

42 See CTIA, CTIA 's Semi-Annual Wireless Industry Survey Results at 7,
http://files.ctia.org/pdf/CTIA_Survey_Year_End_2006_Graphics.pdf. Wireless minutes ofuse
exceeded one trillion in the first half of2007. CTIA, CTIA 's Semi-Annual Wireless Industry
Survey Results at 7, http://files.ctia.org/pdf/CTIA_Survey_Mid_Year_2007.pdf.
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stationary locations from which wireline alternatives would readily be used. For example, a

Yankee Group survey found that the percentage of wireless usage in the home by mobile phone

users doubled as a percentage of total usage between 2001 and 200543 In 2005, wireless

subscribers reported that 24 percent of their wireless calling took place inside the home, and 10

percent of their wireless calling took place at work.44 By 2006, wireless households reported that

they make an average of 41 percent of their wireless calls inside the home.45 Goldman Sachs

recently stated that "[w]ireless voice minutes ... are projected to increase some 50% in the next

ten years. ,,46

28. There is statistical evidence that wireless puts competitive pressure on wireline

pricing. An econometric analysis by the Competitive Enterprise Institute found that "a one

percent increase in wireline prices would result in nearly a 2 percent increase in wireless

demand. In other words, if wireline carriers were to increase their prices, wireless service

providers would gain a substantial number of subscribers. This finding, coupled with the fact

that wireless prices continue to decrease, suggests that wireline providers may soon be under

d .. d k h I ,,47pressure to ecrease pnces In or er to stem mar et s are osses.

43 See K. Mallinson, Yankee Group, Wireless Substitution ofWireline Increases Choice and
Competition in Voice Services at Exhibit 3 (July 27, 2005).

44 K. Griffin, Yankee Group, Pervasive Substitution Precedes Displacement and Fixed-Mobile
Convergence in Latest Wireless Trends at 5 (Dec. 2005).

45 December 2006 Yankee Group Report at 4.

46 J. Annstrong, et al., Goldman Sachs, '08 Outlook: Searchingfor Safetyfrom Consumer
Wireline Headwinds at 21 & Exhibit 21 (Jan. 9, 2008).

47 S.B. Pociask, Competitive Enterprise Institute, Wireless Substitution and Competition:
Different Technology but Similar Service- Redefining the Role ofTelecommunications
Regulation at 15 (Dec. 15, 2004) (endnote omitted).
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29. Wireless prices have continued to decline,48 and have been a significant factor in

constraining wireline prices. All major wireless carriers in Rhode Island offer voice services that

are competitive with comparable wireline offerings with respect to price. See Exhibit I. The

coverage and reliability of wireless networks has continued to improve due to investments by

wireless providers,49 and the overwhelming majority of consumers are satisfied with the quality

of their wireless service.50

C. Traditional CLECs

30. A number of CLECs in Rhode Island are serving mass-market customers using

Verizon's Wholesale Advantage product, which is the market-based successor to the regulated

UNE platform service that Verizon was at one time required to provide. Some CLECs also resell

Vcrizon's retail residential service. As of the end of December 2007, competitors are serving

approximately [BEGIN CONFIDENTIAL] [END CONFIDENTIAL] voice-grade

equivalent residential lines in Rhode Island using Wholesale Advantage and approximately

[BEGIN CONFIDENTIAL] lEND CONFIDENTIAL) voice-grade equivalent residential

lines on a resale basis. See Exhibit 7.

D. Over-the-Top VoIP

31. Consumers who today are unable to receive telephone services directly from their

cable company can obtain them from multiple independent over-the-top VolP providers. Any

48 See, e.g., December 2006 Yankee Group Report at Exhibit I (showing the effective wireless
price per minute decline from approximately J9 cents in IQ01 to less than 7 cents in IQ06).

49 See Implementation ofSection 6002(b) ofthe Omnibus Budget Reconciliation Act of1993,
Twelfth Report ~'1161-166, WT Docket No. 07-71, FCC 08-28 (reI. Feb. 4,2008).

50 See D. Stewart, Largent Promotes Wireless, Tulsa World at EI (Sep. 7, 2007) (quoting CTIA
President and CEO Steve Largent, regarding an April 2007 industry survey that found "93
percent of wireless subscribers were satisfied to very satisfied with their wireless service").
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customer who has access to cable modem or other broadband services - which approximately 95

percent of U.S. households now d051
- can obtain voice services from one of these providers.

VoIP vastly expands the number of competitors that can offer mass-market voice telephone

service because they can offer VolP over any type of broadband facility provided by any other

company. Broadband access through satellite, BPL, Wi-Fi, and WiMax is emerging, and these

technologies will offer an alternative means through which mass-market customers can access

VoIP service.52 Vonage, the largest of these over-the-top providers, currently offers local

numbers in 48 states (including Rhode Island) and the District of Columbia,53 and it already

serves more than 2.5 million VolP subscribers.54

32. As shown in Exhibit 2, mass-market customers in Rhode Island can choose from

more than 20 VoIP providers who offer local phone numbers. These VoIP providers are offering

service at prices that are competitive to Verizon's service, with plans that start at $9.95 for

metered service (Broadvox Direct's lOO-minute Residential Choice Plus plan) and $16.25 for

unlimited service (Lingo's Talk 365 plan). Verizon has prepared a chart that compares the prices

and features of voice telephone service offerings of several leading competitors in Rhode Island.

See Exhibits I & 2. For example, Vonage and AT&T both offer unlimited local and long-

51 See NCTA, Industry Statistics, http://www.ncta.com/Statistic/Statistic/Statistics.aspx; Bank of
America 3Q07 Report at Figure 23.

52 See, e.g., Appropriate Frameworkfor Broadband Access to the Internet over Wireline
Facilities, Report and Order and Notice of Proposed Rulemaking, 20 FCC Rcd 14853, ~ 33
(2005).

53 Vonage, Area Code Selection, http://www.vonage.com/avail.php?lid=nav_avail.

54 See Vonage, Form 10-Q at 14 (SEC filed Nov. 14,2007). More than 95 percent of Vonage
subscribers are in the U.S. See Vonage, Form IO-K at 3 (SEC filed Apr. 17,2007).

REDACTED - FOR PUBLIC INSPECTION

17



Lew/WimsattiGarzillo Declaration
Rhode Island

distance packages for $24.99 per month55 Vonage also offers a VolP package for $14.99 per

month that includes 500 minutes with additional minutes at 3.9 cents56 Packet8, Lingo, and

BroadVoice offer similar packages for $24.99 or less, not including promotional discounts such

as the first three months free57 See Exhibit 2. Some providers offer pay-as-you-go plans, often

with a small number of minutes, for $7.95 to $9.99, to attract low-volume users. See Exhibit 2.

33. For customers who have not yet subscribed to broadband service, the combination

of broadband service and VoIP is competitive with what customers pay for a narrowband

combination oflocal, long-distance and dial-up Internet access. One study concluded that the

average narrowband household could capture a net savings of $6 per month by subscribing to

broadband and migrating to VoIP service.58 In fact, many subscribers appear to be making the

switch from narrowband to broadband principally in order to obtain VoIP phone service.

According to a study by Bernstein Research, at least 40 percent of all VoIP subscribers are new

55 Vonage, Residential Premium Unlimited Plan,
http://www.vonage.com/calljJlansJesidential-premium.php; AT&T, Plans & Pricing,
http://www.usa.att.comicallvantage/plans/index.jsp.

56 Vonage, Residential Basic 500 Minutes Plan,
http://www.vonage.com/call~lansJesidential_basic.php.

57 Packet8, Residential VolP Services: Residential Service Plans,
http://www.packet8.net/residential_services/; Lingo, Residential Calling Plans,
http://www.lingo.comivoip/residentiallhome-plans.jsp; BroadVoice, Rate Plans: Compare
Plans, http://www.broadvoice.comirates_compare.htm!.

58 See M. Rollins, et al., Citigroup, Share Wars - Telco vs. Cable at 7 (Oct. 5,2005) (assuming
$50 a month landline service & $21 a month dial-up, replaced by $40 a month cable modem
service and an independent VoIP provider at $25 a month); see also C. Moffett, et at., Bernstein,
Quarterly VolP Monitor: The "Halo Effect" orVolP is Driving Faster Subscriber Growth at 4
(Sept. 2, 2005) ("[T]he bundled price ofVoIP and broadband is compelling to dial-up
subscribers, for whom the cost of upgrading to broadband is more than offset by the savings on
telephony.").
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subscribers to broadband services that are attracted to the voice-data-video bundle that cable

operators offer59

34. Many customers view VoIP service as a replacement for their primary telephone

line. For example, approximately 60-70 percent ofVonage's subscribers are porting their

telephone numbers60 There are at least 2.8 million subscribers to over-the-top VolP services

nationwide, and analysts expect these services to account for 3 percent of primary telephone

access lines by the end of201061

III. COMPETITION FOR ENTERPRISE SERVICES

A. Overview of Enterprise Competition in Rhode Island

35. Just as there is intense competition for mass-market customers in Rhode Island,

the same is true for enterprise customers. Indeed, this is traditionally considered the most

competitive segment of the telecommunications industry62 The Commission has recognized that

competition for medium and large enterprise customers throughout Verizon's region is "strong"

and is poised to remain so because these customers "are sophisticated, high-volume purchasers

59 See C. Moffett, et al., Bernstein Research, Cable and Satellite: ~40% ofCable VoIP
Customers "New" to Broadband (July 6, 2006).

60 See D.S. Shapiro, et aI., Banc of America Securities, Battlefor the Bundle at 30 (June 14,
2005).

61 See Bank ofAmerica 3Q07 Report at Figure 5.

62 SBC Communications Inc. and AT&T Corp. Applications for Approval ofTransfer ofControl,
Memorandum Opinion and Order, 20 FCC Rcd 18290, '1l73 n.223 (2005) ("competition in the
enterprise market is robust"); Applications ofAT&T Wireless Services, Inc. and Cingular
Wireless Corporation jor Consent to Transfer Control ofLicenses and Authorizations, et aI.,
Memorandum Opinion and Order, 19 FCC Rcd 21522, '1l248 n.590 (2004) ("[W]e note that []
competition is greater for enterprise services than for mass market services."); Federal
Communications Commission 2004 Biennial Regulatory Review; Consumer & Governmental
Affairs Bureau, Staff Report, 20 FCC Rcd 88, Appendix, '1l44 (2005) ("Competition for business
customers in metropolitan areas, in general, continues to develop more rapidly than competition
for residential customers or customers in rural areas.").
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of communications services that demand high-capacity communications services" and because

there are a "significant number of carriers competing in the markel.,,63 These competitors

"include interexchange carriers, competitive LECs, cable companies, other incumbent LECs,

systems integrators, and equipment vendors.,,64

36. Although not all of the carriers that serve enterprise customers own and operate

their own facilities, there is an extensive wholesale market for these facilities. In fact, no

telecommunications carrier in the United States, including Verizon, has ubiquitous high-capacity

telecommunications facilities that are capable of serving all the needs of commercial and

institutional customers. As a result, all retail service providers must depend, to a greater or lesser

degree, on multiple facilities-based carriers to create a network that can serve all of the needs of

commercial and institutional customers. Furthermore, provision of underlying facilities is only

one component of offering service, because commercial and institutional customers demand

integrated communications solutions that are likewise compatible with their overall information

technology infrastructure.

37. While Verizon is one of the largest wholesale suppliers to other competing

carriers in the enterprise market, it provides the vast majority of wholesale inputs to these

carriers as special access, not as unbundled network elements.

38. Cox, the major cable operator in Rhode Island, offers service to business

customers, using both its cable network and fiber network that it has deployed specifically to

serve business customers. See 'I~ 42-44, infra. According to data from GeoTel, there are at least

63 Verizon Communications Inc. and MCI, Inc. Applicationsfor Approval ofTransfer ofControl,
Memorandum Opinion and Order, 20 FCC Rcd 18433, '156 (2005) ("Verizon/MCI Order").

64 Jd. ~ 64.
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four known competing carriers that operate fiber networks within Rhode Island and these

networks span at least [BEGIN CONFIDENTIAL) [END CONFIDENTIAL) route miles.

These data show that there are at least one or more known competing fiber providers in more

than [BEGIN CONFIDENTIAL) [END CONFIDENTIAL] of the wire centers in the

state. These wire centers represent approximately [BEGIN CONFIDENTIAL) [END

CONFIDENTIAL) percent of Verizon's retail business switched access lines in the state. These

data also show that there are one or more known competing fiber providers in wire centers in

Rhode Island that account for more than [BEGIN CONFIDENTIAL] [END

CONFIDENTIAL) percent ofVerizon's high-capacity special access revenues.

39. Based on Verizon's wholesale billing records from the end of December 2007,

competitors other than major wireless carriers are serving approximately [BEGIN

CONFIDENTIAL [END CONFIDENTIAL] voice-grade equivalent lines in Rhode

Island using special access: approximately [BEGIN CONFIDENTIAL) [END

CONFIDENTIAL) voice-grade equivalent lines using DS3s, approximately [BEGIN

CONFIDENTIAL) [END CONFIDENTIAL] voice-grade equivalent lines using

DSls, more than [BEGIN CONFIDENTIAL] [END CONFIDENTIAL) voice-grade

equivalent lines using DSOs, and more than [BEGIN CONFIDENTIAL) [END

CONFIDENTIAL) voice-grade equivalent lines using GCN, FMS, or other services65 These

competitors are using special access to serve business customers in [BEGIN CONFIDENTIAL)

65 Data for AT&T Mobility, Nextel, and T-Mobile were excluded. These wireless competitors
were serving approximately [BEGIN CONFIDENTIAL) [END CONFIDENTIAL]
voice-grade equivalent lines in Rhode Island using special access: more than [BEGIN
CONFIDENTIAL) [END CONFIDENTIAL] voice-grade equivalent lines using DS3s,
approximately [BEGIN CONFIDENTIAL] [END CONFIDENTIAL] voice-grade
equivalent lines using DSls, and approximately [BEGIN CONFIDENTIAL) [END
CONFIDENTIAL) voice-grade equivalent lines using GCN, FMS, or other services.
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[END CONFIDENTIAL] in the state in which Verizon serves switched

business lines. As of this date, these competitors are serving an additional [BEGIN

CONFIDENTIAL) [END CONFIDENTIAL) voice-grade equivalent lines using OS]

private lines, and [BEGIN CONFIDENTIAL) [END CONFIDENTIAL] voice-grade

equivalent lines using DSO private lines. See Exhibit 9.

40. As of the end of December 2007, approximately eight CLECs are collocated in

Verizon's central offices in Rhode Island. These competitors are collocated in a total of

[BEGIN CONFIDENTIAL) [END CONFIDENTIAL] central offices that reach

approximately [BEGIN CONFIDENTIAL] [END CONFIDENTIAL] percent ofVerizon's

retail residential access lines in the state, and approximately [BEGIN CONFIDENTIAL]

[END CONFIDENTIAL) percent ofVerizon's retail business switched access lines in the state.

See Exhibit 12.

B. Summary of Major Competitors in Rhode Island

41. There are a number of facilities-based providers competing for enterprise

customers in Rhode Island today, including Cox, as well as traditional telecom carriers such as

AT&T, Sprint, PAETEC, and One Communications, and fixed wireless provider Towerstream.

In addition, Verizon increasingly faces competition from carriers who aggregate facilities from

multiple sources and combine them with their own value-added services. Such competitors

include systems integrators and managed service providers (like IBM, EDS, Accenture, Northrop

Grumman, and Lockheed Martin), equipment vendors (like Lucent and Nortel), and, most

recently, major application providers (like Microsoft).
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1. Cable

42. Cox Business claims to be "the first cable provider in North America to deploy a

fully-owned and managed IP telephony service that addresses the needs of the broad business

markel.,,66 Cox states that it "provides a full portfolio of voice, data and video services to

business customers in Cox markets across the U.S.," and in December 2007, Cox Business

announced that it had exceeded 200,000 customers nationwide67 Cox reported "exceptional

success with the commercial services delivered by its Cox Business division" in the third quarter

of2007, when "[y]ear-over-year revenue growth was greater than 21 %.,,68 "Cox Business

Internet subscriptions increased by 14.5%, and overall voice lines grew by greater than 25%." 69

In 2007, Cox was recognized as the first cable operator to enter "the top tier of U.S. business

Ethernet providers," according to Vertical System Group, and by year-end 2007, Cox was the

fourth largest provider with a I0 percent share of ports.70 Cox Business also received the highest

honor for 2006 in the J.D. Power and Associates Business Data Study for Small/Midsize

Businesses71

66 Cox News Release, Cox Business VoiceManager Delivers Unprecedented Communications
Control to Businesses (Nov. 15,2007).

67 Cox News Release, Cox Leads Industry with 200,000 Business Telecom Customers (Dec. 3,
2007).

68 Cox News Release, Cox Communications Marks 10th Anniversary o.{Video, Telephone and
Internet Bundle (Nov. 27, 2007).

69 Id.

70 Cox News Release, Cox Business Solutions Address Needs o{Government Organizations (Jan.
14,2008); Vertical Systems Group Press Release, Vertical Systems Group: Year-End 207
Market Share Resultsfor us. Business Ethernet Services (Jan. 2008).

71 Cox News Release, Cox Business Solutions Address Needs o{Government Organizations (Jan.
14,2008).
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43. Cox has a web page devoted to voice services specifically for business customers

in Rhode Island72 See Exhibit 13. According to Cox, Cox Business Services "serves businesses

of every size in many locations throughout the Rhode Island area.',73 The company offers a

variety of voice and data services to enterprise customers in Rhode Island. These include:

digital telephone with a platform that integrates PCs and wireless devices (VoiceManager),

Centrex, digital trunks, dedicated long distance, private lines, web hosting, transparent LANs,

and VPNS. 74 Private Line services are offered at speeds from DSI up to OCI92, including

channelized increments.75 Cox also offers wholesale carrier access services in Rhode Island76

In addition to these services, Cox also offers cable modem services (at speeds from 3 Mbps to 15

Mbps downstream and 1.0 Mbps to 2.0 Mbps upstream) for smaller businesses. 77 Cox Business

Services has been providing fiber-based wireless backhaul to most major wireless carriers for

more than a decade.78 Wireless backhaul services "comprise almost 20 percent of Cox Business

72 Cox Business Services, http://www.coxbusiness.com/. See Exhibit 13.

73 Cox Business Services, Rhode Island, http://www.coxbusiness.com/systems/riJhodeisland/.

74 Id.

75 Cox Business Services, Cox Private Line, http://www.coxbusiness.com/products/data/
privateline.html.

76 Cox Business Services, Rhode Island, http://www.coxbusiness.com/systems/riJhodeisland/.

77 Cox Business Services, Rhode Island: Cox Business Internet, http://www.coxbusiness.com/
systems/ri_rhodeisland/index.html#businessintemet.

78 See K. Brown, A Towering Opportunity?, CED Magazine (Sept. 1,2005),
http://www.cedmagazine.com/article.aspx?id=67126; M.J. Richter, Opportunity Knocks at
Cable's Door, Tellabs Emerge (Fall 2006),
http://www.tellabs.com/news/reprints/opportunity fall06-reprint.pdf.
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Service's income for the carrier services segment," and the company sees the market as a

.. h 79contmumg growt area.

44. Cox recently completed a multi-million dollar expansion of its Rhode Island

fiber-optic-based broadband Extendable Optical Network ("EON").sO The Extendable Optical

Network (EON) was completed in 13 months with 'minimal customer disruption.'"sl Rhode

Island also was one of two markets in which Cox first launched the Cox Business VoiceManager

platform, "a feature-rich telephony platform that integrates the desktop phone, PC and wireless

devices to provide customers with enhanced communications control, flexibility and

functionality that drive operational efficiency.',82

45. Although Verizon has no way to determine all of the enterprise customers that

Cox has won in Rhode Island, even based on what Cox has publicly announced Cox Business

has won many significant customers in Rhode Island. The Town of Cumberland in northern

Rhode Island, with approximately 32,000 residents, "partnered with Cox Business Services for

its phone and Internet service" in part because Cox "offered the services and savings the town

was looking for.,,83 Other Cox Business customers in the state include The Ocean State Higher

education, Economic development and Administrative Network (OSHEAN, Rhode Island's

79 See K. Brown, A Towering Opportunity?, CEO Magazine (Sept. 1,2005),
http://www.cedmagazine.comlarticle.aspx?id=67126 ("Cox has been providing cellular backhaul
for more than II years, and it already does business with all of the major wireless carriers, says
Amy Erwin, vice president of carrier and national accounts for CBS.").

80 Cox Completes EON Optical Network in R.I., Providence Business News (June 6, 2007),
http://www.pbn.comlstories/25801.html.
81 Id.

82 Cox News Release, Cox Business VoiceManager Delivers Unprecedented Communications
Control to Businesses (Nov. 15,2007).

83 Cox Business, Case Studies: Cumberland Rhode Island,
http://www.coxbusiness.comlcasestudies/government/cumberland.html.
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eight-college network),84 Quonset Oavisville Port and Commerce Park (a 3,000-acre industrial

and commerce park in North Kingstown),85 and Care New England (a large healthcare

consortium of hospitals and offices based in Warwick).86

2. Traditional Telecommunications Carriers

46. AT&T is the largest competitor for enterprise customers in the nation. AT&T

offers local private line services and Ethernet private lines services from OS I levels on Up.87

AT&T serves "all Fortune 1000 companies" and "all of the S&P 500 companies.,,88 AT&T has

deployed both voice and data networks, including both a voice and a data switch (ATM), in

Providence89 AT&T offers the full range of voice and data services for enterprise customers in

84 Cox Pitches Broadband to Big Businesses, Broadband Oaily (Mar. 30,2004), available at
http://www.coxbusiness.com/pressroorn/recentmedia/04-0330-broadb.html.

85 Cox Business, Case Studies: Quonset Davisville Port & Commerce Park,
http://www.coxbusiness.com/casestudies/commercial/quonset.html.

86 Cox Business, Solutions in Healthcare: Customer Case Studies,
http://www.coxbusiness.com/pdfs/cox_healthcare.pdf.

87 See AT&T Wholesale, Local Private Line Teleport Communications Group Point to Point
Services, http://www.business.att.com/service_overview.jsp?repoid~Product&
repoitem=w~tp_services&serv=w-ptp_services&serv-port=w_data&serv_fam=w_Iocal_data&
segment=whole (AT&T's Local Private Line services provide "a dedicated circuit between two
locations: Customer premise to customer premise, Customer premise to IXC POP, Customer
premise to Internet or other non-AT&T POP, Customer premise to AT&T POP." "The AT&T
Local Private Line Product line includes OSI, OS3, OC3c, OCl2c, OC48c, OCI92c and STM
I/STM-4. STM provides local customer connectivity using non-U.S. standards in speeds of ISS
Mbps SOH, 622 Mbps SOH and 2.5 Gbps SOH." See AT&T Wholesale, Ethernet Private Line
Service-Metropolitan Area Network (EPLS-MAN), http://www.business.att.com/content/
productbrochures/EPLS-MAN.doc (AT&T's "Ethernet Private Line service - metropolitan Area
Network (EPLS-MAN) is a point-to-point, fixed-bandwidth Ethernet transport service that
connects a local area network (LAN) or location to another location within a metropolitan area."
EPLS-MAN is available at data transmission speeds from 50 Mbps to I Gbps).

88 AT&T, Corporate Profile: Global, National, Mid-Size, Regional and Government Portfolio,
http://www.att.com/gen/investor-relations?pid=5711 ; AT&T, FAQs/General,
http://www.att.com/gen/press-room?pid=7373.

89 Competitive Carrier Report 2007, Ch. 6 - AT&T Inc. at 8, 10.
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