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Dear Ms. Dortch:

On September 16, 2010, Kathleen Grillo, Chris Miller, and the undersigned of Verizon spoke by
telephone with Commissioner Baker and Brad Gillen, Legal Advisor to Commissioner Baker.

We discussed the Commission’s proposal to allow schools and libraries to receive E-rate support
for the lease of dark fiber from third parties that are not telecommunications carriers, such as
municipalities and other community or anchor institutions. As USTelecom explained in its recent
letter regarding this matter," the potential addition of dark fiber to the Eligible Services List (ESL)
raises several major issues. Those issues include (1) conflict with established rules, including the
E-rate program’s Wide Area Network (WAN) rules; (2) the impact on fund demand; (3) concerns
about the cost-effectiveness of dark fiber; and (4) concerns about the proposal’s compliance with
the E-rate program’s competitive bidding requirements. Other parties, including the American
Library Association (ALA), have raised additional questions.? The Commission should defer
action on its dark fiber proposal in order to provide an opportunity for further study of the issues
raised by USTelecom, ALA and others.

More specifically, in yesterday’s meeting we highlighted the conflict between the E-rate program’s
competitive bidding principles and the proposal to allow schools and libraries to receive E-rate
support for the lease of dark fiber from municipalities and other non-carriers. We noted that
schools and libraries are likely to be tightly linked to the municipality or other local dark fiber
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provider through the flow of funds and the sharing of information, facilities, and even staff. It is
unclear how the Commission could fund dark fiber provided by a municipality or other provider
with similar linkages to the applicant in a competitively neutral manner, as is required by section
254(h)(2) of the Act and the Commission’s rules. At a minimum, the proposal to extend E-rate
support to dark fiber provided by non-telecommunications carriers requires significant additional
study.

We also discussed the potential impact of the dark fiber proposal on demand for E-rate funds. We
explained that the E-rate program was not designed to put schools and libraries in a position to
build and operate their own communications networks, which would be the result of E-rate support
for dark fiber. Supporting dark fiber network construction costs for even just a few schools and
libraries could drain significant funding away from other beneficiaries. In the event that the
Commission does elect to move forward with its proposal to add dark fiber to the eligible services
list — which it should not do — the Commission should exercise great care. It should add dark fiber
to the eligible services list only on a pilot or interim basis, in order to better assess the level of
demand for dark fiber support and the potential impact on the fund. During that interim period, as
recommended by US Telecom, the Commission should place a limit on the annual support
available for dark fiber leases.

Please contact me if you have any questions.

Sincerely,

e Byt

CcC: Commissioner Baker
Brad Gillen



