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Verizon in Europe:
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Aln 1996, 1.5 million gigabytes traveled through major U.S. Internet
connection lines per month

ABy 2006, 700 million gigabytes traveled through major U.S. Internet
connection lines per month *

ADain email traffic is expected to grow from 90.4 billion emails in
2007 to 102 billion emails in 2009 **

I Half of all email contains image spam, which is five times the size of a
traditional text spam message ***

Aover 1 billion global Internet users (growing by 10 million a month)

AThe amount of traffic, type of traffic, number of users and length of
connection time are all increasing

*  Univ. of Minnesota, Digital Technology Center
** IDC
*** MSNBC
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Network Engineering - a Very

Basic Summary

A Some network architectures have clear benefits over others, but all
networks are designed on a premise of shared / limited bandwidth

ANetwork congestion occurs when bandwidth demands are greater than
the supply at the aggregation points

AReal-time applications (VolP, online gaming, video conferencing,

medical monitoring, etc.) are especially vulnerable to problems caused
by network congestioni e.g.:

I A Packei oversamratéd network elements may drop packets, which causes the
receiver to request retransmission, which contributes to greater congestion

L at el rdelaynin packet delivery due to distance and queuing
J 1 1 vadablé latency due to congestion

.

.

AThe result of congestion is poor real-time application performance and
decreased through-put of the connection
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Basic Factors to Consider 7 -
in Developing Policy - !jﬁ. |

AThe Internet has penetrated far faster into global society
than is commonly realized

ilt 1is truly O6the commondé communi cat.i
I It has already changed attitudes and markets

ABroadband networks will be key to the continued growth of
the Internet and the global economy 1 and to the
participation of many in the future economy.

ABeing able to communicate, not only what you want and in
what form, but also where and when, will drive the
continued deployment and integration of networks.
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What do customers want?

Awhen a customer logs-on, they expect:

I That service providers will be bound by responsible conduct in the broadband world

I That they will receive adequate information about the products / services they
purchase in order to make the choice most appropriate to them (see below)

I That their Internet mailboxes will not be overstuffed with Spam

I That their online experience will not be degraded or disrupted because of the online
activities of their neighbor next-door

UThis particular issue isndt solely one for a
providers can develop distribution methods t
experience for others, there is less of a need for proactive network management)

i That the services they pay for wonodét be
other online threats

A so long as consumers have information about the nature of their broadband
services and the practices of their providers, in a competitive market, they will
&ote with their feet and pocketbooks6 on t he practices C

i Network management tools have been and always will be a fundamental and
necessary part of operating a network or providing a service that gives access to
such networks.
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Net Neutrality - a Solution in

Search of a Problem? B .
S/ | ]
Bit equality?
AsNet neutralityd advocates generally «
needs is afirst-in-first-out traffic model of packet

the medium simply has never worked that way.

A Network management tools T that regularly prioritize traffic on networks 1
do so to deliver services:

- Real-time home medical monitoring; virtual private networks (VPNSs); multi-player
interactive gaming; IP-HDTV; Voice-over-IP (VoIP)

- These would not exist with the quality of service (QoS) that customers require,
without the ability to differentiate traffic

- The bits necessary for the security of your data (VPNSs) or the quality of your video
(IPPHDTV) cannot sit in a Onet regul atedod ¢

AMany of the concerns relate to behaviors that, in the absence of market

power, would tend to enhance consumer welfare (by creating customer
choice and improving the quality of those choices).
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Net Neutrality - a Solution in
Search of a Problem?
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Anti-competitive behavior?

A Net neutrality proponents raise a set of hypothetical scenarios of bad
things that could happen on the internet.

AIf an Internet company acts anti-competitively in the U.S. today:

I The FTC has asserted jurisdiction over anti-competitive behavior and consumer
protection, and after extensive review, recently released a report finding no need for
prospective regulations to address hypotheticals (www.ftc.gov/reports/broadband/v070000report.pdf)

I The FCC has jurisdiction over everything else related to communications and is ready
to step in should blocking, interfering or the degrading of access to the Internet occur

UMadison River vs. Vonage (2005)

A Small rural ILEC acted anti-competitively, blocking VoIP (swiftly resolved with an FCC fine)
U Comcast (2007-08)

A Fall 2007 i AP uncovers that Comcast interfered with BitTorrent and other P2P file-sharing
traffic on its network (23 Oct.T Comcast admits fidel ayingo but

A 1 Nov. 1 FCC Complaint filed against Comcast (9 Jan. 1 FCC investigation begins)

A27Marchi Comcast announces plans to fArapidly re
systemso €& in a manner Athat i s more appropl

UFCC holds en banc hearings on network management practices (25 Feb. / 17 Apr.)

verizon



A solution in search of a problem? i~

What are experts saying?
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"Regulation should not be developed to prospectively address hypotheticals. The
discriminatory practices alleged [by Net Neutrality proponents] are not occurring in the
market, but if or when they do, we [EU regulators] already have the tools to address them

guickly and decisively. o
Dougal Scott
Chief Policy Officer, UK OfCom

“This report recommends that policy makers proceed with caution in the evolving, dynamic

industry of broadband Internet access, which generally is moving toward more 1 not less i

competition. In the absence of significant market failure or demonstrated consumer harm,

policy makers should be particularly hesitant t
Deborah Platt Majoras

Chairman, U.S. Federal Trade Commission
On the 27 June 2007 release of t he

neutrality: ABroadband Connecti vit
AWe believe the issues raised in the net neutr:
using antitrust authority where appropriate, allowing Internet pricing flexibility, and fostering
more efficient use of spectrum to facilitate el

should allow firms to experiment with different business models for Internet services.
Allowing such market flexibility is likely to be the best way to insure efficient innovation on

the information superhighway. o
AEI-Brookings Joint Center for Regulatory Studies
Seventeen International Economists Joint
Statement on Network Neutrality Policy
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Observation 1 - Consumer Protection

AThe Internet iIndustry has a responsibility to establish sound
practices to help ensure consumer protection. 1T For instance:

I A P 4 1Papllaborating with researchers at Yale University and Pando
Software, Verizon is hoping to enable faster downloads of legitimate content
and lower costs for participating companies

U With traditional P2P, if a customer downloads a file, only 6.3% of the data may
come from another customer in the same city

U With P4P, 58% of the data comes from nearby users, vastly increasing speed
(average of 60 percent; in some cases six-fold) and reducing traffic cost

U Should be deployed by next month, when NBC makes available free TV downloads
using Pando software

I Self- and Co-regulationiTt he U. K. 6s Of Com i s recei
June in its initial assessment of these measures

U The dynamic technological development of online tools and commerce continues to
ensure that regulatory mandates will not keep pace

U For instance, self-regulatory models to protect children online, as facilitated by
trusted third-parties like IWF
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11 verizon



Observation 1 - Consumer Protection s ﬁ
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AThe Hi gh Tech Broadband Coalitionos
1 All participants in the broadband value chain should embrace a set of
connectivity principles which ensure that consumers can
U access any content on the internet
U run any application they choose

U attach any devices to their broadband connection that do not harm the
network

U get information regarding their service capabilities

Aln February 2004 former FCC Chair Michael Powell spoke about what
he termed AFour Freedoms, 0o which mi:

Al n September 2005 the FCC adopted F
restatement of the HTBBC principles.

AvVerizon was a part of the original HTBBC three years ago, and we
continue to stand by those principles.
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Others seem to be Advocating

Similar Principles P

ATheOECDiin its Alnternet Traffic Priori
2007) said that:
AGui delines, such as those put forward

any action that may be required if problems are not solved by market mechanisms
alone. 0

AThe initial draft staff paper in the
highlighted that the U.S. HTBBC principles are already embodied in the
Framework.

AMo s t recently, the Commi ssionb6bs propo
speak to I ssues often cited as rel at:i

focus to consumer protection and transparency:

I Proposals contain a provision for national regulators to require greater transparency
and clarity in broadband service marketing

I Language is suggested also to ensure that mobile networks facilitate the ability to use
any application or any device

I Provision also introduced for national regulators to have authority to monitor QoS
levels to detect service degradation and potentially set minimums (UniServ Art. 22.3) **
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Observation 2 - Ensuring = .
Meaningful Information E ﬁl

AMany of the concerns related to network management practices
can be addressed by:

I Ensuring that customers receive meaningful information about practices
i AnMeani ngf ul TrHiaavirtpear encyo

AAIl of us could probably do a better job of this, and we are
working on it

AArmies of tech experts, consumer advocates, journalists,
academics and customers are watching an discussing everything
that goes on in the broadband market i keep it up

AConsumers have more information available than ever before
about service choices (e.g., Consumer Reports, BBand Reports)

AAnd, not just information for consumersi Ver i zon Wi r el
Development Initiative (ODI) was launched on 19 March
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Observation 3 i~ Multiple Platforms, " .
Investment and lnnovation - ﬁl

AAt the end of the day, consumers will be best served by having
multiple broadband platforms competing, with a wide range of
business models and services differentiating competitors.

Alnvestments, coupled with policies to bring more spectrum to the
market for wireless broadband, have created an environment
where most in the U.S. have this choice.

AFcc policies in the U.S. have encouraged investment T however,
no analogy can be drawn in the absence of the following:

I Existence of infrastructure competition among diverse platforms

I Effective implementation of existing regulations conducive to promoting
investment

I An independent regulator
I Transparent regulatory processes, procedures and decision making
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Development of U.S. Policy +a
Recognition of Platform Competition
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