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Secretary DEC -5 2011
Federal Communications Commission Federal Communications Commission
445 12th Street, S.W. Office of the Secretary

Washington, D.C. 20554

Re:  Competition Data Requested in Special Access NPRM, WC Docket No. 05-25
and RM 10-593

Dear Ms. Dortch:

Verizon submits the attached response to the Federal Communications Commission’s
request, by Public Notice,' for voluntary submission of data in the Special Access NPRM. The
attached version has been redacted for public review; a highly confidential version, as discussed
below, will be filed under separate cover.

Verizon submits the attached responses in response to the Federal Communications
Commission’s request, by Public Notice,” for voluntary submission of data in the Special Access
NPRM. The responses have been redacted for public review. A highly confidential version will
be filed under separate cover.

Verizon’s responses to the information requested by the Commission contain some of
Verizon’s most commercially sensitive information, the disclosure of which would place Verizon
at a significant competitive disadvantage. Accordingly, Verizon has designated many of its
responses "Highly Confidential Information," subject to protections in the First Protective Order
as Modified’ and the Second Protective Order’ in this docket as extended, including the

! Competition Data Requested in Special Access NPRM, Public Notice, 26 FCC Red 14000
(2011) (“Competition Data Request’).

% Competition Data Requested in Special Access NPRM, Public Notice, 26 FCC Red 14000
(2011) (“Competition Data Request”).

* Special Access for Price Cap Local Exchange Carriers, Protective Order, 20 FCC Red 10160
(2005); Special Access for Price Cap Local Exchange Carriers, Modified Protective Order, 25
FCC Rcd 15168 (2010) (“First Protective Order as Modified”). N e
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limitations on access to that information only to Outside Counsel of Record and Outside
Consultants in this proceeding, and the prohibition on additional copying of such information.
Consistent with the terms of the Second Protective Order, Verizon has identified the portions of
its filing that contain Highly Confidential Information, and is submitting herewith two redacted
copies of the filing, which do not contain either Highly Confidential or Confidential Information.

Because the Commission issued the Second Protective Order to cover specific categories
of information that parties filed in response to the Special Access Data Request Public Notice,’
and because the Competition Data Request asks for different, specific categories of information,
in an abundance of caution Verizon requests that contemporaneously with its submission the
Commission expand the scope of or modify the Second Protective Order so that it explicitly
provides the heightened level of protection of highly confidential information that parties may
submit into the record in response to the Competition Data Request.

Specifically, companies that respond to the Competition Data Request may submit into
the record of this proceeding detailed or granular information regarding the following:

- Revenues related to DS1 and DS3 services, including but not limited to revenues
related to One Month Term Only Rates, Term Discounts, Tariff Benefit Plans, Tariff
Discount Plans, Contract-Based Tariffs, Prior Purchase-Based Discounts, and other
discounts.

- Revenues related to PSDS service.

- Data based on the Price Cap Tariff Review Plan.

- Collocation, including wire-center specific revenue information and number and
names of collocators.

- Tariff Discount Plans, including the number of subscribers and revenue information
per plan, per LSA, information regarding the number of customers who failed to meet
certain commitments related to the Tariff Discount Plan, and the number of DS1s and
DS3s purchased under Tariff Discount Plans by LSA.

- Contract-Based Tariffs, including the number of subscribers and revenue information
per plan, per LSA, and information regarding the number of customers who failed to
meet certain commitments related to the Tariff Discount Plans.

- Pricing, for DS1s and DS3s sold as unbundled network elements (UNEs) and as non-
UNEs, as well as all PSDS, including circuit identifying information and including
information concerning vendors.

- Circuits Purchased, for DS1s and DS3s purchases from ILECs, including the total
number of intrastate and interstate circuits purchased, the rates at which those circuits
were purchased and the discount plans under which those circuits were purchased.

* Special Access for Price Cap Local Exchange Carriers, Second Protective Order, 25 FCC Red
17725 (2010) (“‘Second Protective Order”).

3 Data Requested in Special Access NPRM, Public Notice, 25 FCC Rcd 15146 (2010) (“Special
Access Data Request Public Notice™).
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- Expenditures, including dollar volumes of purchases of intrastate and interstate DS1
and DS3 services, and expenditures under certain rate structures and discount plans.

- The specific identity of the parties which purchase DS1 and DS3 services under the
terms and provisions of contract-based tariffs.

- RFPs, including responses received to RFPs parties have issued.

These types of information constitute highly confidential and commercially sensitive
information, and disclosure of this information could place submitting companies at a significant
competitive disadvantage. If another party were to obtain such information, it would likely be
able to exploit the information to gain a competitive advantage over the submitting party.

In the past, the Commission has afforded heightened protection to information that
pertains to existing and future business plans and strategies.” In the National Broadband Plan
proceeding, for example, the Commission permitted submitting parties to designate as "highly
confidential” any information "that is not otherwise available from public sources and that
consists of detailed or granular information regarding the location, type, or cost of last-mile
infrastructure used by a Submitting Party to offer broadband service.”’ And the Commission has
already recognized the need for heightened protection for information submitted in this
proceeding in response to the earlier Special Access Data Request.

Accordingly, the Commission should permit parties submitting proprietary information
that falls into one of the above-listed categories or that is of a similarly competitively-sensitive
nature to designate such information as "highly confidential." Expanding the scope of the Second
Protective Order to protect explicitly parties' competitively sensitive information submitted in
response to the Competition Data Request would enable the Commission to develop a more
complete record in this proceeding than would be the case in the absence of such protections. If
the scope of the Second Protective Order is not expanded to cover the highly competitively

6 See, e. g., A National Broadband Plan for Our Future, Protective Order, 24 FCC Rcd 12479,
3 (2009) ("National Broadband Plan Protective Order"); Petition of Qwest Corporation for
Forbearance Pursuant to 47 U.S.C. § 160(c) in the Phoenix, Arizona Metropolitan Statistical
Area, Second Protective Order, 24 FCC Red 9509, n.2 (2009) ("Qwest Phoenix Forbearance
Second Protective Order") ("On other occasions, the [Wireline Competition] Bureau has granted
similar protection to materials which, if released to competitors, would allow those competitors
to gain a significant advantage in the marketplace."); AT&T Inc. and BellSouth Corporation
Applications for Approval of Transfer of Control, Second Protective Order, 21 FCC Red 7282, §
3 (2006) ("AT&T-BellSouth Merger Second Protective Order™) ("The Commission will grant
more limited access to those materials which, if released to competitors, would allow those
competitors to gain a significant advantage in the marketplace."); Petitions of the Verizon
Telephone Companies for Forbearance Pursuant to 47 U.S.C. §160(c) in the Boston, New York,
Philadelphia, Pittsburgh, Providence, and Virginia Beach Metropolitan Statistical Areas,
Second Protective Order, 22 FCC Rcd 892 (2007) (granting Verizon’s request for protective
order).

? National Broadband Plan Protective Order, 9 5; see also id. | 3.
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(2) Identification of the Commission proceeding in which the information was submitted or a
description of the circumstances giving rise to the submission.

The information is being provided to the Commission in response to the
Competition Data Request.

(3) Explanation of the degree to which the information is commercial or financial, or contains
a trade secret or is privileged.

Verizon’s responses to the data requested by the Commission in the Competition
Data Request contain some of Verizon’s most commercially sensitive information
(including, among other things, information regarding Verizon’s revenues, expenditures,
customers, vendors, its business decisions to attract DS1 and DS3 purchasers, and its
business decisions when making DS1 and DS3 purchases), the disclosure of which would
place Verizon at a significant competitive disadvantage. This confidential commercial
and financial information is not routinely available for public inspection.'® Similarly, the
Commission has consistently treated information relating to carriers’ sales as protected
confidential information not subject to public inspection.'* Revenue information is
regularly withheld from public disclosure as sensitive competitive information. '> And the
Commission in this proceeding has previously found that similar types of confidential
business information including the extent to which companies rely on incumbent local
exchange carrier and non-incumbent LEC last-mile facilities and local transport facilities
to provide special access-like services and the nature of those inputs; the location of
companies’ collocations; the location of companies’ fiber network routes; the business
rules and other factors companies take into consideration when deciding whether to self-
deploy channel termination and local transport facilities or lease such facilities from a
third party; the types of customers companies serve and the types of special access-type

13 See, e.g. 47 C.F.R. §0.457(d).

1 See Implementation of Section 9 of the Communications Act, Assessment and Collection of
Regulatory Fees for Fiscal Year 1997, 12 FCC Red 17859, 1 9-10 (1997); see also Cox
Communications, Inc.; Request for Confidentiality for Information Submitted on Forms 325 for
the Year 2003, 19 FCC Red 12,160 9 6 (2004).

13 See, e.g. John E. Wall, Jr.; On Request for Inspection of Records, 22 FCC Red 2561, 4 3
(2007) (“the records sought by Wall may be withheld pursuant to FOIA Exemption 4 [because]
.... the information sought would result in competitive harm by enabling competitors to identify
demand for individual types of services, thereby targeting facility construction and service
marketing to the detriment of Verizon Business”); The Lakin Law Firm, P.C.; On Request for
Inspection of Records, 19 FCC Red 12727, 9 6 (2004) (permitting withholding of information
related to USF contributions because such information “would enable competitors to estimate
carrier revenues for specific product families, particular customers, and geographic areas, giving
competitors a substantial competitive advantage.”).
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The information regarding Verizon’s revenues, expenditures, customers, vendors,
its business decisions to attract DS1 and DS3 purchasers, and its business decisions when
making DS1 and DS3 purchases is not made available to the public and has not been
disclosed to third parties.

(8) Justification of the period during which the submitting party asserts that material should
not be available for public disclosure.

Given the competitively sensitive nature of Verizon’s information for which
confidentiality is requested, Verizon requests that confidential treatment apply
indefinitely. This period of time is necessary to prevent an unfair competitive advantage
for Verizon’s competitors who may be able to use historical data to forecast Verizon’s
deployment plans and to gain insight into Verizon’s competitive offerings.

(9) Any other information that the party seeking confidential treatment believes may be useful
in assessing whether its request for confidentiality should be granted.

Here, as described above, the information for which the exemption is requested is
confidential commercial and financial information, submitted by Verizon, a non-government
entity, and thus should be considered confidential.'®

Accordingly., Verizon requests that the information regarding Verizon’s revenues,
expenditures, customers, vendors, its business decisions to attract DS1 and DS3 purchasers, and
its business decisions when making DS1 and DS3 purchases) submitted here be treated under the
Commission’s Rules as not available for public inspection.

Please contact me should you have any questions.
Sincerely,

Donn G-

Enclosure

'8 See 5 U.S.C. § 552(b)(4); National Parks and Conservation Ass’n v. Morton, 498 F.2d 765,
770 (D.C. Cir. 1974) (information submitted to the government involuntarily is considered to be
“confidential” if disclosure is likely to harm substantially the competitive position of the person
from whom the information was obtained); see also Critical Mass Energy Project v. Nuclear
Regulatory Comm’n, 975 F.2d 871, 873 (D.C. Cir. 1992).
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! The Verizon companies participating in this filing (“Verizon”) are the regulated, wholly owned
subsidiaries of Verizon Communications Inc. and Verizon Wireless.
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Verizon Response,
Competition Data Requested in Special Access NPRM, WC Docket No. 05-25 and RM 10593

5. Terms and Conditions. For each of the Tariff Discount Plans listed in response to
question II1.B.4, by LSA4, provide the information outlined below.

Verizon’s Response, B.5

Because the terms and conditions of Verizon's discount plans do not vary by LSA, Verizon’s
response to this part of the data request applies across its serving areas.

a. Whether the Tariff Discount Plan allows or restricts customers from subscribing to other
Tariff discount plans within the same LSA, and if so, the names of which Tariff Discount
Plans may be combined and which may not

Generally speaking, customers that subscribe to the Commitment Discount Plan (CDP)
cannot subscribe to another discount plan for DS1s and DS3s within the same tariff, but those
customers can subscribe to CDP plans and other discount plans in Verizon’s other FCC
tariffs. For example, if a customer subscribes to CDP under FCC Tariff No. 1, that customer
can subscribe to a CDP plan in FCC Tariff No. 11, or other available discount plans in FCC
Tariff Nos. 11, 14 and 16. That customer cannot subscribe to another discount plan for DS1s
and DS3s in the FCC Tariff No. 1, however.

Similarly, a customer that subscribes to the Term Volume Plan under FCC Tariff No. 14
cannot subscribe to the Eight or Ten Year Volume Pan, and vice-versa (there is no such
restriction under the FCC Tariff No. 16 Term Volume Plan).

The National Discount Plan, as its name suggests, is national in scope. Therefore a customer
that subscribes to the NDP must subscribe under all four Verizon tariffs (but is not required
to have service in all four tariffed regions), and that customer cannot subscribe to any other
tariffed discount plans for DS1s or DS3s.

The grandfathered Facilities Management Service (FMS) covers only a portion of a
customer’s DS1 or DS3 circuits, customers can subscribe to any available special access plan
for the other portion of their circuit. Most FMS customers subscribe to CDP, which is
available in the same FCC tariffs.

12
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Competition Data Requested in Special Access NPRM, WC Docket No. 05-25 and RM 10593

b. Whether the Tariff Discount Plan allows or restricts customers from subscribing to other
Tariff Discount Plans outside the LSA, and if so, the names of which plans may be
combined and which may not

Please see Verizon’s response to Data Request B.5(a).

13
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Verizon Response,
Competition Data Requested in Special Access NPRM, WC Docket No. 05-25 and RM 10593

1

A description of: (1) duration options for the Tariff Discount Plan (i.e., 5-year term, 7-
year term, etc.); (2) a description of the contingency (or contingencies) on which the
Tariff Discount Plan’s discount is based (i.e., term, volume, revenue, or other
commitment); (3) the business rationale for each contingency (include discussion of
maximum as well as minimum purchase requirements); and (4) the timing and process of
the true-up process, if any

Verizon’s generally available special access Tariff Discount Plans (and also its pricing
flexibility contracts) are a competitive response to the dynamic, rapidly growing, competitive
marketplace for the provision of high-capacity services. Verizon’s special access discount
plans are entirely voluntary. They do not restrict customers’ ability to obtain high-capacity
services from Verizon’s competitors or through self-supply, and they contain a wide range of
terms and provisions to meet the needs of many different types of special access purchasers.

Some customers may choose circuit-specific plans that provide substantial discounts in
exchange for a term (but not volume) commitment for specific circuits. Others may choose
non-circuit specific plans that provide customers with substantial discounts for all special
access services purchased in the covered region in exchange for a term and volume
commitment for a percentage of the customer’s Verizon special access purchases. The
discount levels are comparable regardless of whether customers participate in a circuit
specific or a non-circuit-specific discount plan.

Not only do Verizon’s circuit-specific discount plans not require any volume commitment,
but Verizon’s non-circuit-specific discount plans and pricing flexibility contracts that do
require a volume commitment do not require customers to purchase special access services
exclusively from Verizon. In fact, those volume commitments apply only to the special
access services that the customer plans to purchase from Verizon, and not the customer’s
overall high-capacity or special access usage. Customers that participate in Verizon’s
volume-based discount plans and pricing flexibility contracts may, and in fact do, obtain
high-capacity services from several different providers as well as through self- supply
without penalty under Verizon contract terms.

For example, customers may choose to enter into circuit-specific or “term” plans that provide
customers with substantial discounts in exchange for a term (but not volume) commitment
for specific circuits. These plans are tariffed, open to all customers, and may cover as few as
one circuit.

Customers may also choose non-circuit specific or “term and volume™ plans which provide
customers with substantial discounts in all special access services purchased in the covered
region in exchange for a term and volume commitment based on a percentage of the
customer’s Verizon special access purchases. The volume commitments in these plans apply
only to the special access services that the customer decides to purchase from Verizon, and
not the customer’s overall high-capacity or special access usage. Customers may swap
circuits within the tariff regions without incurring shortfall or termination penalties, so long
as they maintain their overall volume commitment.

14
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Competition Data Requested in Special Access NPRM, WC Docket No. 05-25 and RM 10593

These plans, and the associated discounts, are very attractive to customers of DS1 and DS3
special access service, and the large volumes of customers that choose to subscribe to them
demonstrate the real and tangible benefits they offer. About eighty-five percent of Verizon’s
ILEC DS1 and DS3 revenues are from customers who subscribe to generally available Tariff
Discount Plans, and almost sixty percent of the revenues associated with those plans are
based on prices discounted at least forty percent off of basic tariff rates.

Verizon conducts periodic reviews of customer accounts to determine whether customers are
meeting their commitments under the Plans. These reviews are done annually, except for the
reviews under the CDP, which are semi-annual.

Verizon’s generally available Tariff Discount Plans include the Commitment Discount Plan
(CDP), the National Discount Plan (NDP), the Term Volume Plan (TVP), the Eight and Ten-
Year Volume Plan (ETTVP), the DS3 Term Volume Plan (DS3 TVP), the Facilities
Management Service (FMS), and the Term Payment Plan (TPP).

CDP (Tariff Nos. 1 and 11): For DS1s, customers can choose between two-year, three-year,
five-year, and seven-year terms. For DS3s, under FCC Tariff No. 11, customers have the
same choices, whereas under FCC Tariff No. 1, customers can choose a three-year term or a
five-year term. Customers agree to maintain 90% of their initial quantity of DS1 and DS3
channel terminations with Verizon, and they receive a discount based on the length of the
term commitment they choose to make. The longer the term commitment the customer
makes, the larger the discount that they receive. The maximum commitment level for the
CDP is 130% of the minimum commitment level, and in order to be eligible to subscribe to
the CDP, a customer must purchase at least 336 DS0-equivalent channel terminations.

NDP (Tariff Nos. 1, 11, 14, and 16): The NDP has a five-year term. Verizon offers
customers three different types of NDPs: Standard, Premier, and Deluxe. With each offering
there is a different channel termination and mileage commitment — 85% for Standard, 90%
for Premier, and 92% for Deluxe. Customers that subscribe to either the Standard NDP or
the Premier NDP receive discounts based on their overall amount of in-service channel
terminations and mileage, which determines which discount tier within the Plan applies. The
amount of the discount for each tier is larger in the Premier plan, because of the higher
commitment level. For the Deluxe option, the available discounts do not vary by tier. The
maximum commitment level for the NDP is 160% above the minimum commitment.

TVP (Tariff No. 14): Customers can choose between one-year, two-year, three-year, and
five-year terms for TVP (for DS1s). The TVP includes volume thresholds. Customers
receive discounts on DS1 special access lines, based on the combination of the term and
volume threshold they select. Customers that select longer terms and higher volume
thresholds receive higher volume discounts. Customers can select any volume tier that is at
or below their current in-service quantity at the start of their TVP. At the annual review,
Verizon will increase the customer’s commitment level as appropriate to match the
customer’s current in-service quantity.

15
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Competition Data Requested in Special Access NPRM, WC Docket No. 05-25 and RM 10593

d. A description of penalties (such as shortfall provisions) and/or contract adjustments (such
as a “Discount Tier Adjustment™) that apply to customers who fail to achieve the
discount contingency (or contingencies) described above and the business rationale for
the penalties

Verizon's special access discount plans are entirely voluntary; do not restrict customers’
ability to obtain high-capacity services from Verizon’s competitors or through self-
supply; and contain a wide range of provisions to meet the needs of many different types
of special access purchasers. These Tariff Discount Plans, and the commitments
customers make when they enter into them offer an advantage to both parties. They
provide Verizon with a level of certainty regarding volumes, allowing Verizon to plan its
network accordingly. Customers’ commitments also help to lower Verizon’s costs
associated with marketing and customer acquisition, all of which allow Verizon to offer
higher discount levels to customers.

Under each of the tariff discount plans, Verizon conducts reviews to determine whether
customers have met the commitment levels to which they agreed when they subscribed to
the offerings. Verizon conducts these reviews annually, except for the Commitment
Discount Plan, which has semi-annual reviews. If, upon review, Verizon determines that
a customer has not satisfied the agreed-upon commitment levels, shortfall charges may
apply. For CDP, NDP, and FMS, these charges are designed so that customers will pay,
after the shortfall charge is applied, approximately what they would have paid if they had
satisfied their commitment. For TVP, ETTVP, DS3 TVP, and TPP, the shortfall charge
may be less than what the customer otherwise would have paid.

For example, under the Commitment Discount Plan (CDP) in FCC Tariff Nos. 1 and 11,
if Verizon’s semi-annual review demonstrates that a customer has not met its
commitment on average during the prior six months, Verizon applies a shortfall charge so
that the customer pays, on average, what it would have paid had it satisfied the
commitment. The CDP also has a maximum commitment level, set at 130% of the
minimum commitment level. If a customer exceeds the maximum commitment level, the
customer can choose to increase its commitment level to 90% of its new base or pay an
overage charge. The overage charge covers the difference, on average, between the rates
the customer actually paid and the month-to-month rates for the excess circuits.

Similarly, under the National Discount Plan (NDP) in Verizon’s four FCC tariffs, a
shortfall charge will apply if a customer falls below its commitment level, on average,
over the prior twelve months. Also, the maximum commitment level is 160% of the
minimum commitment level, and customers will pay an overage charge if they exceed
that level. As with the CDP, the NDP overage charge covers the difference between the
rates the customer paid and the month-to-month rates for the channel terminations and
mileage that exceed the maximum commitment level. The NDP also includes volume
discount tiers at the Standard and Premier levels. These tiers, set when a customer first
subscribes, help determine the customer’s discount percentage. If Verizon determines at
the Annual Review that a customer should have been in a different discount tier, it will
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