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Dear Ms. Dortch:

The Commission should reject arguments that it should prejudge the issues in its ongoing
review and impose new and burdensome “interim” regulation on special access services. The FCC
has already established a process in this proceeding for first determining the appropriate
framework for analyzing special access issues, and then for collecting and analyzing the facts that
are relevant to that framework in order to determine whether any modifications should be made to
the existing regulatory regime. As the Commission explained in its public notice, it is first
necessary for the Commission to “adop[t] an analytical framework” that will inform the
Commission’s determination of “what, if any, specific problems there are with the current regime
and formulate specific solutions as necessary.”' Sensibly, the Commission has set out to
determine whether changes are warranted before taking action. This is the right approach and
nothing has changed that would warrant a departure from this process.

Nevertheless, some proponents of additional regulation want to short circuit this process
and increase regulation now, in advance of any Commission findings.” These proposals to regulate
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first, and evaluate after, are inconsistent with sound administrative policy and would be arbitrary
and capricious if adopted.® Indeed, the record to date demonstrates that further regulation would
be harmful to growing competition.

Throughout the course of this proceeding, Verizon and others have provided extensive
record evidence demonstrating that the existing regulatory regime is working to restrain prices for
ILEC regulated special access services and also to promote competition from new and emerging
competitors.* In addition, in the three months since the most recent round of reply comments were
filed, new marketplace evidence has continued to become available which further confirms that
new investment in competitive facilities has resulted in increased competition. The existing and
new evidence of competition and declining prices confirms that there is no basis to impose
additional regulation. Indeed, as one competitor warned its investors, imposing additional price
regulation on ILEC special access services could disrupt the marketplace and undermine
investment.’
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As Verizon previously explained, the transition to next generation wireless networks and
the increased capacity needs for existing wireless networks has significantly increased demand for
backhaul services, creating new opportunities for new and existing providers alike.® To satisfy this
increased demand, Verizon alone has made substantial investments to deploy fiber to cell sites for
several different carriers. As a result of these investments, Verizon has already deployed fiber to
about three thousand cell sites and is on track to deploy fiber to several times this number of cell
sites by the end of this year.

Existing record evidence demonstrates that numerous competitors, particularly cable
operators and fixed wireless providers, are also aggressively competing to satisty the increased
demand for backhaul services. Cox has indicated that it is prepared to provide backhaul services
to wireless providers deploying their 4G networks “because we’re there and we can do sort of
spurs off of our network™ and “we’re deploying capital to that area to be able to satisfy that
demand.”” Other cable companies have indicated similar capability and plans.® Moreover, several
cable companies, including Comcast, Time Warner Cable, and Bright House Networks are owners
of Clearwire, and can provide Clearwire with any backhaul services that Clearwire cannot self-

supply.

Recent reports from cable providers confirm that cable companies continue to compete
aggressively to provide backhaul services and also that cable companies continue to regard
backhaul services as a significant growth area. For example, Cox has reported that its backhaul
business is “very healthy and fast-growing,” and that it signed $100 million in backhaul contracts
in 2009 alone.” Similarly, Time Warner Cable has indicated that it regards backhaul services as a
significant growth area, with several senior executives stating that “[b]ackhaul is a growth play

: See Verizon Comments at 14-15.
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that we are pursuing aggressively”'"

backhaul as far as we can.”

and that the company intends to “continue to drive cell

In addition, existing record evidence demonstrates that fixed wireless providers are
competing extensively against ILECs to provide backhaul services. Sprint, majority owner of
Clearwire, has indicated that it is “proceeding aggressively with its deployment of 4G WiMax
technology” through its “$7.4 billion investment in Clearwire,” which “will use self-provisioned
microwave backhaul to handle the high-bandwidth requirements associated with 4G applications
to the maximum extent possible.”12 Clearwire has indicated that it “continues to target expanding
its CLEAR 4G network coverage to as many as 120 million people by the end of 2010.”"
Clearwire has indicated that it can provide backhaul services to wireless providers, and even
intends to offer those services to its majority owner Sprint at discounted rates.'* And, FiberTower
has indicated that it “leads the nation in providing backhaul services,” and also that it already
“provides backhaul service to over 6,000 mobile base stations (or cell sites) in 13 [major]
markets.”"’

Recent reports likewise confirm that fixed wireless providers continue to compete
extensively to provide backhaul services. For example, Clearwire recently announced that it is
making enhancements to its microwave backhaul network that will “increase total backhaul
capacity by 250 percent or more, with long-term capability to support gigabit per second speeds m

10 Id. (quoting Craig Collins, Time Warner Cable Senior Vice President, Business Services
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13 Written Testimony of Ravi Potharlanka, Chief Operating Officer, FiberTower
Corporation: House Energy and Commerce Committee’s Subcommittee on Communications,
Technology and the Internet; Hearing: Competition in the Wireless Industry,
http://energycommerce.house.gov/Press 111/20090507/testimony_potharlanka.pdf, at 3 and 4
(May 7, 2009).



high-density high-traffic areas.”'® Earlier this year, Clearwire executives indicated that “90% of
Clearwire’s cell sites are connected via wireless backhaul links, providing 30 Mb/s or greater
capacity.”!” This added capacity will give Clearwire’s “cost effective network the ability to
leverage its unrivaled spectrum portfolio and support the growth in mobile data traffic.”'®
Separately, FiberTower has reported that it “grew business with all of its major wireless customers
in 2009” including AT&T, Sprint-Nextel, and T-Mobile'® and also reported that it expects the
migration to 4G technologies will result in “significant backhaul awards in 2010.”* In the past
two months alone, FiberTower has entered into contracts to provide backhaul services for Verizon
Wireless and MetroPCS’ respective 4G Long Term Evolution network launches.”' FiberTower
has further reported that it expects that the migration to next generation wireless networks will
“provid[e] [an] opening to accelerate expansion.”*
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FiberTower Corporation, Fourth Quarter and Full Year 2009 Earnings Conference Call,
http://www.fibertower.com/corp/downloads/investors/FTWR%20Q409%20Conference%20Call%
20Presentation%20March%205%202010.pdf, at 9 (Mar. 5, 2010).
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Verizon and others have also demonstrated that a number of different types of providers are
competing against ILECs to provide high-capacity services to commercial customers, including
small and medium-sized businesses. Cable companies in particular have aggressively targeted
small and medium-sized businesses. For example, Cox has reported that it was “moving to go
after companies with 20-99 employees. [Cox] will pursue the businesses with symmetrical
Ethernet services and other, more sophisticated offerings for larger companies.”” By 2009, Cox
had already received commercial services revenues of $985 million, up 15% from $853 million in
2008 and Cox executives predicted that Cox would “definitely hit $1 billion [in commercial
services revenues] in 2010.”** Cox executives have further indicated that Cox has “significant
market share to go after. We view our market opportunity to be $7 billion in our franchise
area...[O]n our current trajectory of mid-teen year-over-year percent growth we're on track to
reach that second billion in six years.”*’

Recent reports confirm that competitive providers, particularly cable companies continue to
compete extensively to serve commercial customers. Comcast recently reported that its business
services revenues increased by almost half to $263 million in the first quarter of 2010.*° Comcast
executives have further indicates that Comcast expects to “drive strong growth rates™ for its
business services and will also continue investing in business services in 2010.% Similarly, Time
Warner Cable also reported increased business services revenues $254 million for the first quarter
of 2010, a more than nineteen percent increase from the first quarter of 2009.>® Rob Marcus,
Senior Executive Vice President and Chief Financial Officer for Time Warner Cable has indicated
that the company expects to grow its business services revenues by 20 percent or more in 2010.%
According to Time Wamer Cable’s Chief Operating Officer Landel Hobbs, the company’s
“primary focus at this point in time is in the SMB market, the small business market” and the

- Communications Daily, Big Cable Operators Expect Large Commercial Service Revenue

Gains (Jan. 5, 2010) (citing Cox Business Vice President Phil Meeks).
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company is focused on “selling our core business class phone, high-speed data, and metro ethernet
product to more customers.”°

Independent analysts have confirmed cable providers’ reports that business services are
and will continue to be a lucrative growth area for cable companies. In particular, analysts have
observed that even during the current recession “[c]able operators continue to gain share and
demonstrate growth in the Small to Medium Enterprise (SME) [market segmf:nt].”31 Analysts
have further noted that business services are “arguably the most lucrative incremental opportunity
for a cable company”*? and have predicted that cable business services will experience “increasing

growth rates, accelerated by an improved business environment.”
For all these reasons, the Commission should reject arguments that it should prejudge the

results of its ongoing analysis and impose new “interim” regulation before completing the review
necessary to determine whether any new regulation is appropriate.

Sincerely,

Qm%p}

Donna Epps
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& See also Jessica Reif Cohen et al., Bank of America/Merrill Lynch, Battle for the Bundle:
Cable HSD — First Growth in Years, at 11 (Mar. 29, 2010); see also id. at 16 (estimating 2009-
2012 year-over-year SME growth of 48-55 percent for Comcast and 19-30 percent for Time
Warner Cable).

32 Jason Armstrong et al, Goldman Sachs, Cable Show Takeaways: FCC Chairman Speech
Catalyst for Cable, at 1 (May 12, 2010).
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