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May 4, 2018

Via Electronic Filing (forbearance@fcc.gov)

Marlene H. Dortch

Secretary

Federal Communications Commission
445 Twelfth Street, SW

Washington, DC 20554

Re:  Petition of USTelecomfor Forbearance Pursuant to 47 U.SC. § 160(c) to
Accelerate Investment in Broadband and Next-Generation Networks

Dear Ms. Dortch:

On behalf of USTelecom — The Broadband Associgtio®Telecom”), enclosed please
find the Petition of USTelecom for Forbearance Bans to 47 U.S.C. 8§ 160(c) to Accelerate
Investment in Broadband and Next-Generation Net,oskich is being filed electronically
today.

Please contact the undersigned with any questions.

Respectfully,
IS]

Jonathan Banks
Diane Griffin Holland

cc (by electronic mail):

Kris Monteith
Madeleine Findley
Daniel Kahn

Terri Natoli
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Chart 3

ILEC and Non-ILEC Residential Retail Switched and VoIP Lines 2008 — 2018 Projected (millions)
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Source: FCC and USTelecom analysis. ILEClines exclude wholesale. Projections are straight-line based on most recent 6-month trend.
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The rapid migration of customers from ILEC services to competitive voice alternatives is

taking place not only in the consumer market segment, but in the business segment as well.

According to FCC data, as of year-end 2016, ILECs’ share of business- and government-grade

switched access and interconnected VoIP connections had fallen to 45 percent, down from 49

: 21
percent the previous year.

These data and the ongoing migration of both residential and business customers away

from ILEC switched voice services provide stark evidence that ILEC voice services are subject

to intense and durable competition. That competition comes from many quarters, is

o FCC, Voice Telephone Service: Status as of December 31, 2016, Table 1 (Feb. 2018) (“FCC
Voice Services Report Year-End 2016”) (indicating that ILECs had 25.7 million out of 56.9
million business and government grade voice service connections at the end of 2016, compared
to 27.8 million out of 56.1 million at the end of 2015). In fact, the Commission recognized in
2016 that the use of ILEC switched access service is in significant decline. See Technology
Transitions; USTelecom Petition for Declaratory Ruling that Incumbent Local Exchange
Carriers are Non-Dominant in the Provision of Switched Access Services, Declaratory Ruling,
Second Report and Order, and Order on Reconsideration, 31 FCC Rcd 8283, 8289-90 |1 16-18

(2016) (“Technology Transitions Declaratory Ruling”).
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Chart 4

ILEC Reported UNE-Loops 1999 — 2016 (millions)
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Source: FCC and USTelecom analysis. Pre-2005, carriers with <10,000 lines did not report.

In 2008, ILECs reported less than four million UNE loops and, by 2016, the number of
UNE loops reported by ILECs had fallen to just over two million.* Even as the number of UNE
loops in use has dwindled substantially, non-ILEC voice subscribers have continued to grow
rapidly — especially subscribers served over non-ILEC-owned last-mile facilities. Chart 5 below
shows that since 2008, as ILEC-provided UNE loops were declining, total non-ILEC end-user
voice lines grew 42 percent, from 44 million to 63 million. Moreover, the combined number of
end users served over last-mile facilities owned or predominantly owned by non-ILECs nearly
doubled over the same period, from 28 million in 2008 to 55 million in 2016.*

According to Commission data, at the end of 2016, non-ILECs used UNE loops to

provision less than four percent of non-ILEC end-user switched access lines and interconnected

44 y ; ’ -
USTelecom cites 2008 as the starting point here because the Commission does not have
consistent data for interconnected VoIP prior to year-end 2008.

" See FCC Voice Services Report Year-End 2016, Table 1; see also FCC, Local Telephone
Competition Report: Status as of December 31, 2008, Figure 5 (June 2010).
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VoIP lines,46 while non-ILEC switched access services over ILEC-provisioned UNE loops
account for less than two percent of all fixed lines and less than one-half of one percent of all
connections (i.e., including wireless lines).“'7 Although these Commission data do not distinguish
among loop capacity levels, unbundled loops represent a small and declining portion of the
competitive landscape at all capacity levels.

Chart s

Non-ILEC Reported Lines by Method of Providing Service, 2008 — 2016 (millions)
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Source: FCCand USTelecom analysis.

Data showing lines served through resale arrangements provide additional insight into

competition. ILECs are providing, and non-ILECs are utilizing, a declining number of wholesale

* FCC Voice Services Report Year-End 2016, at Table 1, Lines 6 and 77 (indicating that non-
ILECs provisioned 2.3 million end-user switched access lines using ILEC UNE loops out of 63.0
million non-ILEC end-user switched access lines and interconnected VoIP subscriptions at the
end of 2016). Even with regard to business services, non-ILEC switched access services over
UNE loops as of 2016 only accounted for approximately seven percent of business subscribers.
Id. at Table 1, Lines 12 and 77 (non-ILECs provided a total of 31.2 million business and
government grade end-user switched access lines and VoIP subscriptions).

i Id. at Table 1, Lines 1, 4, and 77 (stating that there were 121.2 million end-user switched
access lines and interconnected VoIP subscriptions, and 341.4 million mobile telephone
connections, for a combined total of 462.6 million total voice connections, at the end of 2016).
The Commission’s data do not distinguish among loop capacity levels. The figures presented in
this section thus include all loop capacities. Figures reflecting the use of DSOs would be even
lower than those cited here.
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lines to provision services to end users. As shown in Chart 6 below, ILECs reported 3.5 million
wholesale lines in 2016, down from 5.9 million in 2008, and non-ILEC lines provided via resale
were 6.1 million in 2016, down from a peak of 8.6 million in 2010.*® Thus, as with UNEs,

resold lines constitute a small and declining portion of competitive lines in the marketplace.

Chart 6
ILEC Wholesale and Non-ILEC Resold Lines Reported, 2008 2016 (millions)
100
90 -3 e
.~ 82 .3

a - - _.

80 / e -
1 3 9
70 * = 64 64
55 ® N 61 Non-tHLEC unesPioviged via Resak
= ——— in Vorce Grode Equivalents
6.0 . g
. -
50 o L4
-
- <0 39 e
— £ 36 -
40 . I ; 35 ILEC Whoiesale Lnes
— Not Converted to Voice Grade Equivaterts
30
20
10
00
Dec2008 Dec 2009 Dec 2010 Dec 201t Dec 2012 Dec 2013 Dec 2014 Dec201S  Dec 2015
Source FLC and USTecom analysis

There is no longer even a recognizable market for local exchange service. Competition
has not only eroded any bottleneck ILECs may once have had in the provision of local exchange
services, it has also eviscerated the distinction between “local” and “long-distance” that underlies
provisions of the 1996 Act. Section 272, for example, assumes that customers will be forced to
purchase local exchange services from an ILEC even as they may seek long-distance services

from another provider. Yet that is rarely the case today, as today’s communications marketplace

*® Lines provided through discounted resale arrangements under Section 251(c)(4) constitute a
subset of these data. See FCC, Local Telephone Competition Report: Status as of December 31,
2013, Figure 8 n.1 (Oct. 2014) (“Resold ILEC services include switched access lines made
available to CLECs at wholesale rates, resold Centrex, Integrated Services Digital Network
(ISDN), or other ILEC services, ILEC special access circuits channelized to provide CLEC retail
switched access lines, and ILEC switched access lines provided to CLECs under commercial
agreements that replaced UNE-P.”).

18
























































































































Figure 2. FCC-Reported Market Share for Business Voice Connections, ILECs vs. Non-ILECs, 2009-2016
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While voice demand has been flat, the demand for business data services has grown rapidly. In
2014, Cisco predicted business IP traffic in North America to grow annually at a 22% rate®
[Figure 3]. As of Cisco’s latest report, the North America business services market is on track
with these projections; in fact, business IP traffic is now expected to grow at 23% yearly,
reaching 13,720 PB of monthly use in 2021.°

7 1d.

® Cisco, “Cisco Visual Networking Index: Forecast and Methodology, 2014-2019”, May 2015, available at
http://s2.q4cdn.com/230918913/files/doc_downloads/report_2014/white_paper_c11-481360.pdf

® Cisco, “Cisco Visual Networking Index: Forecast and Methodology, 2016-2021” Sept. 2017, available at
https://www.cisco.com/c/en/us/solutions/collateral/service-provider/visual-networking-index-vni/complete-
white-paper-c11-
481360.htmi?referring_site=RE&pos=18&page=https://www.cisco.com/c/en/us/solutions/collateral/service-
provider/visual-networking-index-vni/mobile-white-paper-c11-520862.html#_Toc484813982
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The FCC’s own research and analysis on the business data services confirm these findings, as
they found that non-ILECs were responsible for more than half of total business data services
revenue of $45 billion in 2013, a share that has likely grown since then.® Following data
collection on business data services revenues, contracts and customers from 491 facilities-
based service providers, the FCC said, “The record... demonstrates substantial and growing
competition in the provision of business data services in areas served by incumbent local

exchange carriers (LECs) subject to price cap regulation.”19

State of the UNE market

UNEs occupy a small and declining share of the overall business services market, generating less
than 1% of business services revenues for ILECs.?’ While business voice connections and data
demand continue to grow, UNE counts have been declining at a rate of nearly 6.9% a year.21 In
2011, ILECs reported selling 3.0 million UNEs. As of the end of 2016, ILECs reported selling 2.1
million UNEs, a decline of nearly 1 million lines.?

Figure 5. ILEC-Reported UNEs, 2011-2016
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'8 BDS Order, para. 2.

*1d., para. 1.

% UNEs are estimated to account for $495.5 million of revenue for ILECs in 2017. Review of providers’
financial filings showed ILEC business services revenue {wireline) to amount to $77.1 billion.

% Decline rate in terms of circuits, Federal Communications Commission, Local Telephone Competition
Reports, 2011-2016. Available at www.fcc.gov

22 This survey reports all UNE circuits as stated by the ILECs. Although this report technically concerns the
state of the Voice market, many of these circuits are believed to be used by asset-light service providers to provide
business data services to their clients. This count refers to the last ILEC-reported count as of 12/31/2016. For the
purpose of this paper, we assume the FCC Local Competition UNE counts to represent the number of UNEs in the
day after this as well, in this case 01/01/2017. Federal Communications Commission, Local Telephone Competition
Reports, 2018. Available at www.fcc.gov
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