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Executive Summary

Section 364.386, Florida Statutes, requires the Florida Public Service Commission (FPSC or
Commission) to report on the status of competition in the telecommunications industry to the
Legidature by August 1 of each year. Asof December 31, 2017, there were 10 incumbent local
exchange companies and 268 competitive local exchange companies certificated by the
Commission to operate in Florida.

In 2017, the Florida wireline market continued to follow the nationa trend with AT&T,
CenturyLink and Frontier all experiencing access line losses. The local and national markets
continued to consolidate with several mergers and acquisitions. Several intrastate issues were
resolved or initiated in 2017. The Lifeline subscription rate in Florida decreased measurably,
from 49.8 percent of eligible householdsin 2016 to 41.3 percent in 2017.

Consumers in Florida continue to migrate from traditional wireline service to wireless and
cable/Voice over Internet Protocol (VoIP) services. The data indicates that residential migration
may be increasing dlightly. Business customers continue to migrate to Internet Protocol
technology in large numbers. Carriers reported approximately two and a half million total
wireline access linesin Floridafor 2017, about 17 percent fewer than the previous year.

For the seventh year in arow, total wireline business access lines exceeded total residential lines.
Wireline business and residential access lines experienced significant drops that were larger than
those of the previous year. In 2017, business lines declined 12.2 percent, and residential lines
declined 23.4 percent. Much of this decline can continue to be attributed to the transition to Vol P
and wireless-only services. CenturyLink continues to be Florida's largest wireline residential
provider, despite experiencing a 25.5 percent decline in residential access lines during 2017.
AT&T declined 22.4 percent, and Frontier declined 24.8 percent in residential access lines for
the same period. The wireline competitors maintained their 38 percent business market share in
2017. Competitors continued to largely ignore the wireline residential market, as their market
share remained at one percent. AT&T’s and Frontier's mix of residential and business lines
continued their shift towards business lines, which now comprise about 53 percent of their total
number of access lines. Competitors have nearly 99 percent of their accounts in the business
sector.

As reported for the past several years, intermodal competition from wireless, VolP, and
broadband continued to drive the telecommunications markets in 2017. There are an estimated
21.5 million wireless subscriptions in Florida, and greater than 4.5 million Vol P connections.

Analysis of the telecommunications data obtained by the Commission produced the following
conclusions:

e Many competitive local exchange companies reported offering a variety of services and
packages comparable to those offered by incumbents. Subscribers to cable, wireless, and
business VolP services continued to increase. These factors contribute to the conclusion



that competitive providers are able to offer functionally equivalent services to both
business and residential customers.

The continued decrease in both business and residential incumbent local exchange carrier
wireline access lines demonstrates customers are finding reasonabl e pricing packages and
functionality with competitive local exchange companies, cable providers, and wireless
providers, as well as VolP services from the incumbent local exchange carriers.

Based on the continued growth of interconnected VolP services and wireless-only
households, network reliability of non-incumbent providers is sufficient to satisfy
customers. The Federal Communications Commission (FCC) reported telephone
penetration rate of 94.4 percent for Florida suggests that the overwhelming mgority of
Florida residents are able to afford telephone service. The number and variety of
competitive choices among all types of service providers suggest that competition is
continuing to have a positive impact on the telecommunications market in Florida.



Chapter I. Introduction and Background

Chapter 364, F.S., requires the Florida Public Service Commission (Commission or FPSC) to
prepare and deliver a report on the status of competition in the telecommunications industry to
the President of the Senate, the Speaker of the House of Representatives, and the majority and
minority leaders of the Senate and the House of Representatives on August 1 of each year.
Section 364.386, F.S., requires that the report address the following four elements:

1. The ability of competitive providers to make functionally equivalent local
exchange services available to both residential and business customers at
competitive rates, terms, and conditions.

2. The ability of customers to obtain functionally equivalent services at comparable
rates, terms, and conditions.

3. The overall impact of competition on the maintenance of reasonably affordable
and reliable high-quality telecommunications services.

4. A list and short description of any carrier disputes filed under Section 364.16, F.S.

The Commission is required to make an annual request to local exchange telecommunications
providers each year for the data required to complete the report. The data request was mailed on
February 20, 2018, and responses were due April 16, 2018. Data requests were mailed to 10
incumbent local exchange companies (ILECs) and 268 competitive local exchange companies
(CLECs). The Commission continues its efforts to increase efficiency while gathering the data
and information to produce this report. The data presented and the analyses that follow
accurately reflect the information provided by the ILECs and the reporting CLECs.

The report also summarizes key events that may have a short-term or long-term effect on the
Florida telecommunications market. National and state telecommunications issues, economic
factors, mergers, universal service developments, FCC enforcement actions, and state actions are
presented to provide a more comprehensive picture of the market in 2017.






Chapter Il. Wireline Market Overview

A. Incumbent Carriers

AT&T, CenturyLink, and Frontier are the three largest ILECs in Florida providing wireline
services.! These providers continued to face access line losses in the national wireline market in
2017, as customers disconnected traditional landline services and switched to alternative
technologies such aswireless and Vol P.

AT&T reported losses of approximately 2.2 million switched access lines nationwide (16
percent) in 2017. In Florida, AT&T’s total switched access lines declined by nearly 176,000
(17.3 percent), with residential access lines decreasing by nearly 95,000 lines (22.4 percent), and
business access lines decreasing by nearly 81,000 lines (13.7 percent). This represented a slight
moderation in the pace of the tota line losses from 17.9 percent in 2016. In 2017, AT&T
reportedzgl decrease in operating revenues of around $3.2 billion nationwide, a decline of two
percent.”

CenturyLink continued to experience declines in its switched access lines nationwide, losing
around 808,000 lines (7.3 percent) in 2017.* In Florida, CenturyLink’s total switched access lines
declined by around 160,000 (20.3 percent), with residential access lines decreasing 138,000
(25.5 percent), and business access lines decreasing 22,000 (8.9 percent). In 2017, CenturyLink
reported a slight increase in operating revenues of approximately $186 million nationwide, again
of 1.1 percent.”

Frontier experienced a 10 percent loss of access lines nationwide compared to 2016, ending 2017
with approximately 4.4 million subscribers.® In Florida, Frontier's total switched access lines
declined by around 58,000 (15.9 percent), with residential access lines decreasing nearly 34,000
(24.8 percent), and business lines decreasing by nearly 24,000 (10.5 percent). In 2017, Frontier
reported a slight increase in revenue of $232 million nationwide, a gain of 2.62 percent.’

The seven rura Florida ILECs experienced a modest contraction in the number of switched
access linesin their respective wireline service areas® In 2017, rural carriersin Florida saw their

! Responses to Local Competition Data Request 2017.
2 AT&T Inc., Form 10-K, December 31, 2017, Exhibit 13, p.1,
https://www.sec.gov/Archives/edgar/data/732717/000073271718000009/ex13.htm, accessed April 10, 2018.
% Responses to Local Competition Data Request for 2017.
* CenturyLink Form 10-K, December 31, 2017,
https://www.sec.gov/Archives/edgar/data/18926/000001892618000012/ct|2017123110k.htm#s8B A099BB78C85E
D686DA46DEAB785401, p. 6, accessed April 9, 2018.
® CenturyLink Form 10-K, December 31, 2017,
https://www.sec.gov/Archives/edgar/data/18926/000001892618000012/ctl 20171231 10k. htm#s040A 362F38025966
9A7BEBCCDD3759AE, p. 49, accessed April 9, 2018.
® Frontier Communications Form 10-K, December 31, 2017,
https://www.sec.gov/Archives/edgar/data/20520/000002052018000007/ftr-
720171231x10k.htm¢;fManaqementss Discussion And_Analysis, p. 29, accessed April 9, 2018.

Ibid, p. 27.
8 Frontier Communications of the South data was reported with Frontier Florida figures.
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total access lines decline by approximately 9,000 (7.5 percent), while residential lines decreased
by 8,500 (10.1 percent) and business lines decreased by over 500 (1.5 percent).’

Windstream is the largest of the rural ILECs and operates in northeast Florida. Nationaly,
Windstream has approximately 1.4 million residential and small business customers, a decline of
approximately 97,000 (6.5 percent). Windstream also experienced a nationwide 4.2 percent
decrease in broadband subscribers.® By the end of 2017, Windstream’s income from its ILEC
segment decreased by $85 million nationally, or 4.1 percent from 2016.** In Florida, Windstream
experienced a decline in switched access lines of around 6,600 (9.5 percent) in total lines, 6,000
(10.9 percent) in residential lines and around 600 (4.3 percent) in business lines.*?

In spite of the decline in wireline access lines, wireline telecommunications carriers continue to
play a role in an evolving telecommunications market. Wireless carriers continue to be
dependent on the wireline network. The majority of wireless call transport occurs over the
wireline network, a function commonly referred to as “backhaul.” While the number of access
lines continues to decline, the wireline network remains a crucia element in the mix of
communications technologies.

B. Mergers/Acquisitions

Telecommunications carriers seeking to transfer assets or corporate control in mergers and
acquisitions must first receive approval from the FCC, which examines the public interest impact
of proposed mergers or acquisitions. In 2017, there were 52 telecommunications mergers and
acquisitions in the U.S. Recent transactions of interest to Florida are described below. 23442

1. CenturyLink/Level 3

In October 2016, CenturyLink Communications, Inc. (CenturyLink) announced that the
company would acquire Level 3 Communications, Inc. (Level 3) in a cash and stock transaction
valued at approximately $34 billion. Under the terms of the merger agreement, Level 3
shareholders will receive $26.50 per share in cash and a fixed exchange ratio of 1.4286 shares of
CenturyLink stock for each Level 3 share they own. Upon the closing of the transaction,
CenturyLink shareholders own approximately 51 percent and Level 3 shareholders will own
approximately 49 percent of the combined company.*®

° Responses to Local Competition Data Request for 2017.

1 Windstream, 10-K, December 31, 2017,
https.//www.sec.gov/Archives/edgar/data/1282266/000128226618000016/a201710k.htm, Table. F-17, accessed
April 10, 2018.

"1bid, Table F-104, Footnote 58.

12 Responses to Local Competition Data Request for 2017.

3 Section 214 of the Communications Act of 1934, sections 63.03 and 63.04 of the FCC's rules govern the
procedures for domestic transfer of control/asset applications.

14 FCC, “2017 Completed Domestic Section 214 Transfer of Control Transactions,”
https://www.fcc.gov/2017-compl eted-domesti c-secti on-214-transfer-control -transacti ons#bl ock-menu-bl ock-4,
accessed April 24, 2018.

5 FCC, “2016 Completed Domestic Section 214 Transfer of Control Transactions,”
https://www.fcc.gov/general /2016-compl eted-domesti c-secti on-214-transfer-control -transacti ons#bl ock-menu-
block-4, accessed April 24, 2018.

16 «CenturyLink to acquire Level 3 Communications,” CenturyLink News Release, released October 31, 2016,
http://news.centurylink.com/news/centurylink-to-acquire-level -3-communications, accessed April 20, 2017.
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Both Level 3 and CenturyLink provide communications services in all 50 states, including
Florida. Level 3 is a global communications company that provides primarily fiber-based
communications services such as Internet backbone, broadband transport, collocation, voice, and
IP-based services. CenturyLink offers local and long-distance voice, wholesale local network
access, high-speed internet, and fiber transport services through copper and fiber networks.
According to CenturyLink, the merger with Level 3 will significantly improve the company’s
global network capabilities, creating a company with one of the most robust fiber networks in the
world. The CenturyLink/Level 3 merger closed on November 1, 2017.

2. Windstream/EarthLink

On November 7, 2016, Windstream announced a merger agreement with EarthLink Holdings
Corp. (EarthLink) wherein EarthLink will ultimately become a wholly-owned subsidiary of
Windstream.*® The merger was completed on February 27, 2017. Under the terms of the
agreement, EarthLink shareholders received 0.818 shares of Windstream common stock for each
EarthLink share owned. As a result, Windstream shareholders will own approximately 51
percent and EarthLink shareholders will own approximately 49 percent of the combined
company. The all-stock transaction is valued at approximately $1.1 hillion, including debt.™
According to Windstream, the merger with EarthLink further advances Windstream'’ s strategy by
creating a stronger, more competitive business to serve its customers while increasing free cash
flow and reducing leverage. It will also extend Windstream’s national footprint spanning to
approximately 145,000 fiber route miles and provide advanced network connectivity, managed
services, voice, internet and other value-added services.?’

Windstream provides an array of communications and technology services. The company also
operates as an ILEC in multiple states, including Florida. Windstream provides local exchange
and intrastate, interstate and international long distance telecommunications services to
residential customers located in primarily rural areas. EarthLink operates as a CLEC and is
authorized to provide services in 50 states, including Florida. The company provides data, voice,
and managed network services to small- and medium-sized business, enterprise, and wholesale
customers.

7 Cision PR Newswire, “CenturyLink completes acquisition of Level 3,” CenturyLink, Inc. News Release, release
November 1, 2017, https://www.prnewswire.com/news-releases/centurylink-completes-acquisition-of-level -3-
300547357.html, accessed April 24, 2018.

18 “\Windstream and EarthLink to merge in $1.1 billion transaction,” Windstream News Release, released November
7, 2016, http://news.windstream.com/article display.cfm?article id=1770, accessed November 14, 2017.

19 “Windstream completes merger with EarthLink,” Windstream News Release, released February 27, 2017,
http://news.windstream.com/article display.cfm?article id=1791, accessed April 24, 2018.

2 “\Windstream and EarthLink to merge in $1.1 billion transaction,” Windstream News Release, released November
7, 2016, http://news.windstream.com/article _display.cfm?article id=1770, accessed April 24, 2018.
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3. Consolidated/FairPoint

In December 2016, Consolidated Communications Holdings, Inc. (Consolidated) signed an
agreement to acquire FairPoint Communications, Inc. (FairPoint) in an all stock merger. On
March 28, 2017, Consolidated’ s shareholders approved the issuance of the company’s common
stock pursuant to the merger agreement. Under the terms of the agreement, FairPoint
shareholders will receive a fixed exchange ratio of 0.7300 shares of Consolidated’s common
stock for each share of FairPoint common stock. After closing, Consolidated's shareholders will
own approximately 71.3 percent of the combined company and FairPoint's shareholders will own
28.7 percent. Consolidated secured financing to fund the acquisition and both Consolidated and
FairPoint secured the necessary state and federal regulatory approvals to complete the merger.
The merger closed on July 3, 2017.?* The Fairpoint brand will be retired in favor of the
Consolidated brand. Fairpoint has two subsidiaries operating in Floridac GTC Communications,
Inc. and GTC, Inc.

4. Windstream/Broadview

On April 13, 2017, Windstream signed a definitive agreement to acquire Broadview Networks
for $227.5 million in cash in an effort to improve its competitiveness in the unified
communications market.”* Broadview Networks specializes in cloud-based unified
communications solutions targeting the small and medium business market (SMB). Therefore,
the acquisition of Broadview Networks will add an additional footprint of unified
communications and other business class services targeting SMBs to Windstream’ s reach, which
has grown significantly due to Windstream’s recent acquisition of EarthLink. Acquiring
Broadview Networks will also help Windstream continue its diversification strategy of moving
away from legacy telecom services towards business, cloud, and broadband focused services.
The boards of both companies unanimously approved the acquisition and the transaction closed
July 28, 2017. Both companies conduct businessin Florida.*

5. Windstream/MassComm
On March 27, 2018, Windstream Holdings, Inc.announced that it has acquired MASS
Communications, a privately held New Y ork-based telecommunications network management
company, for approximately $37.5 million in an all-cash transaction. MASS Communications
serves a broad range of small to mid-sized global enterprises in the financial, legal, heathcare,
technology, education and government sectors, providing custom engineered voice, data and
networking solutions.

6. AT&T/Time Warner

On October 22, 2016, AT&T Inc. announced that it intended to acquire Time Warner Inc. The
new company would have a total equity value of $85.4 billion and a total transaction value of

2 Vermontbiz, “Consolidated Communications completes FairPoint acquisition,” published July 3, 2017,
https://vermontbiz.com/news/j uly/consolidated-communi cati ons-compl etes-fairpoint-acquisition, accessed April 24,
2018.

2 \Windstream, “Windstream to acquire Broadview Networks,” Windstream News Release, released April 13, 2017,
http://news.windstream.com/article display.cfm?article id=1804, accessed April 24, 2018.

% Globenewswire, “Windstream completes acquisition of Broadview Networks,” Windstream News Release,
released July 28, 2017, https.//globenewswire.com/news-rel ease/2017/07/28/1064084/0/en/Windstream-compl etes-
acquisition-of-Broadview-Networks.html, accessed April 23, 2018.
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$108.7 billion. Acquiring Time Warner would give AT&T control of alarge portfolio of content
creation and aggregation including: HBO, Harry Potter, DC Comics, TNT, TBS, CNN, Cartoon
Network/Adult Swim, NBA, March Madness, MLB, Hulu, Bleacher Report, CNN.com, and
Fandango. On November 20, 2017, the United States Department of Justice sued to block the
merger on the grounds that AT& T could use control of Time Warner content to harm rivals and
drive up prices. US District Judge Richard Leon of the United States District Court for the
District of Columbia approved the merger on June 12, 2018.%* % %

2 AT&T Press Release, “AT& T to Acquire Time Warner,” released October 22, 2016,

http://about.att.com/story/att to_acquire time warner.html, accessed May 1, 2018.

% The Hill, “Closing arguments made in AT& T-Time Warner merger trial,” published April 30, 2018,
http://thehill.com/policy/technol ogy/385510-j usti ce-makes-cl osing-argument-agai nst-att-time-warner-deal, accessed
May 1, 2018.

% Telecompetitior, “AT&T Time Warner Approval is Without Conditions,” published June 12, 2018,

http://www.tel ecompetitor.com/att-ti me-warner-approval -is-without-conditions/, accessed June 20, 2018.

9







Chapter lll. Status of Wireline Competition in Florida

A. Wireline Trends in Florida

Total combined traditional wirelines for ILECs and CLECs declined nine percent, from
approximately 3 million in December 2016 to 2.5 million as of December 2017. Most of the lost
access lines resulted from lower demand by customers. VoIP lines reported by CLECs and cable
companies are not included in wireline CLEC market share anal yses.

Residential access lines, which totaled approximately 920,000 as of 2017, fell by 23 percent
from the previous year. From 2005 through 2017, wireline residential access lines have declined
by about six million. Florida CLECSs, while representing relatively few residential access lines,
reported a decrease in the number of residential customers served of about 6,000 lines, or 42
percent in 2017.

The number of wireline business connections declined as well. The total business access lines
reported for ILECs and CLECs were nearly 1.6 million, a decrease of 12 percent from 2016 to
2017. The decline consisted of a decrease of approximately 127,000 ILEC business access lines
versus a decrease of about 90,000 CLEC business access lines. Of the incumbent carriers, AT&T
experienced the largest business access line losses of about 81,000, while CenturyLink and
Frontier lost around 22,000 and 24,000 business lines respectively. Rural ILECs had a smaller
loss at around 500 lines. These losses equate to an 11.9 percent decline in the combined line total
of the three largest ILECs, versus a 1.5 percent decline in the combined line total of the rural
ILECs.

Figure 3-1 illustrates the overall trend in Florida for both residential and business lines (not

including Vol P connections). Based on current data, both residential and business lines appear to
be declining at asimilar rate.

11



Figure 3-1
Florida Wireline Access Line Trends
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B. Wireline Market Mix, Market Share, and Access Lines

1. Market Mix
The composition of customers served by ILECs and CLECSs has shifted over time. In general,
both ILECs and CLECs have seen increased concentration of business customers as residential
customers migrate to wireless and VolIP services. The business-to-residential customer mix for
ILECs was about 30 percent business and 70 percent residential in 2004. By 2017, the mix for
ILECs had shifted so much that the percentage of business lines exceeded the percentage of
residential lines; ILECs held nearly 52 percent business lines versus 48 percent residential lines.

The shift in mix has been even more pronounced in the CLEC market. In 2004, the business to
residential customer mix for CLECs was about 63 percent business and 37 percent residential.
By 2017, the CLEC business-to-residential customer mix had shifted to close to 99 percent
business and one percent residential. These changes, however, do not reflect gains or losses of
residential or business customers served by Vol P technology.

2. Market Share
CLECs have traditionally focused on business customers. Figure 3-2 illustrates the CLEC market
share by business and residential customer classes. The inverse of this percentage would be
market share for the ILECs in Florida. Overall, the CLEC residential market share has remained
at one or two percent over the last six years, while ILECs retain the rest of the residentia
wireline market.

The CLEC business market share in 2017 remained at 38 percent. This percentage excludes
VolIP services, which cable companies, and more recently ILECs and CLECs, have deployed.
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Figure 3- 2
Florida Residential & Business CLEC Market Share
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The FCC aso reports CLEC market share by state and for residential and business lines. For
December 2016 (latest data available), the FCC reported Florida CLECs have one percent of the
total residential market share and 34 percent of the business market share.?” This is consistent
with the Commission’s data represented in Figure 3-2.

3. Access Lines

Local exchange companies were serving approximately two and a half million linesin Florida as
of December 31, 2017, a decline of nearly 17 percent from 2016 as illustrated in Table 3-1. In
2017, residential access lines provided by ILECs decreased by 23 percent, while ILEC business
lines decreased by 12 percent. The largest residential line losses were experienced by
CenturyLink and AT&T with declines of around 26 percent and 22 percent from last year,
respectively, while the largest business line losses were experienced by AT&T and the CLECs
with declines of 14 percent and 13 percent.

' FCC, “Voice Telephone Services Report as of December 31, 2016,” released March 2018,
https://www.fcc.gov/voice-tel ephone-services-report, accessed May 11, 2018, State-Level Subscriptions (Excel).
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Table 3-1

Florida Wireline Access Line Comparison

ILECs CLECs Both

Residential | ) 614,026 | 21,651 | 1,636,577

2014 | BuSness |1 310600 | 841,880 | 2,182,579
Tod | os5625 | 863531 | 3,819,156
Residential 1381124 | 27,813 1,408,937

2015 | Busness | 005777 | 652,214 | 1,857,991
Tod | 55ge001 | 680,027 | 3,266,928
Resdentia | 1 167615 | 14415 | 1,202,030

2016 | Busness |1 104197 | 681,308 | 1785595
Tod 5201812 | 695813 | 2,987,625
Residential 911,814 8,341 920,155

2017 | BuSNesS | g76768 | 591,080 | 1,567,857
Tod |1 gggse2 | 599430 | 2488012

Change | Residential | -23% -42% -23%
2016- | Business -12% -13% -12%
2017 Total -18% -14% -17%

Source: Responses to FPSC data requests (2014-2018)

C. Competitive Market Trends

1. Residential Wireline Access Line Trends

Figure 3-3 displays the wireline residential access line trends separately for AT&T, Frontier,
CenturyLink, aggregate rural ILECs, and aggregate CLECs. Over the past five years, AT& T and
Frontier/V erizon have both averaged around 22 percent declines per year, while CenturyLink has
experienced an average of about 10 percent decline per year in residential access lines. In 2015,

CenturyLink became the largest provider of residential accesslinesin Florida.
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Figure 3-3
Florida Residential Wireline Trends by ILECs and CLECs
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In 2017, Frontier’s rate of residential line losses stayed the same at about 25 percent. AT&T,
CenturyLink, and the rural ILECs all experienced an acceleration in the rate of line losses
ranging from adecline of 25.5 percent for CenturyLink to a decline of 10.1 percent for the rural
ILECs. By comparison, CLECs reported a decline in residential access lines of around 42 percent
in 2017, which was an improvement from the decline of 48 percent that they experienced in
2016.

2. Business Wireline Access Line Trends
Figure 3-4 displays the wireline business access line trends separately for AT&T, Frontier,
CenturyLink, aggregate rural ILECs, and aggregate CLECs. Over the past five years, AT&T has
experienced an average decline of about 13 percent per year, while Frontier/Verizon and
CenturyLink have experienced average declines of about nine and eight percent, respectively.

15



Figure 3-4
Florida Business Wireline Trends by ILECs and CLECs
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In 2017, AT&T's losses decelerated to around 14 percent; all other parties experienced an
acceleration of losses. Frontier's 2016 business line gains turned into 2017 losses of over 10
percent. CenturyLink’s |osses accelerated to nearly 9 percent. The rural ILECs declined over one
percent, reversing a gain in 2016. The CLECSs reported a decline in business access lines of

greater than 13 percent in 2017.
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Chapter IV. Wireless, VolP, and Broadband

A. Wireless

Pew Research Center reported that 95 percent of Americans own a cellphone of some kind.?®
Smartphones are now owned by 77 percent of Americans.?> Among men and women, 95 percent
of men, and 94 percent of women, own a cellphone of any type. For smartphones specifically,
the divide breaks down to 80 percent of men and 75 percent of women.

A national wireless trade association, CTIA, reports that wireless subscriber connections have
grown from 395.9 million in 2016 to an estimated 396 million by year-end 2017, representing a
2.5 percent increase over 2016.*" In addition, wireless penetration has reached 121 percent,
increasing .4 percent over 2016.%

1. Wireless Substitution
By the end of 2017, wireless-only households in the United States rose from 50.8 percent to 53.9
percent. Substitution continued to increase while the number of households with both wireline
and wireless service decreased 2.5 percent.®® The number of wireline-only households decreased
0.7 percent to 5.8 percent.** Figure 4-1 shows nationa trends in the percentage of households
with wireless only, wireline only, and dual household usage.

% Demographics of Mobile Device Ownership and Adoption in the United States, Pew Research Center, published
February 5, 2018, http://www.pewinternet.org/fact-sheet/mobile/, accessed April 3, 2018.

2 |pid.

% | bid.

3 CTIA, The Wireless Industry, Industry Data, https://www.ctia.org/the-wireless-industry/infographics-library,
accessed April 23, 2018.

32 (i

Ibid.
% Blumberg SJ, Luke JV. Wireless substitution: Early release of estimates from the National Health Interview
Survey, July — December 2017. National Center for Heath Statistics, released June 2018,
https://www.cdc.gov/nchs/nhis/rel eases.htm#wirel ess, accessed July 25, 2018.
34 .

Ibid.
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Figure 4-1
U.S. Wireless Substitution Rates
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2. Florida Trends
The United States Census Bureau estimated Florida's population to be 20,984,400 on July 1,
2017, up from 20,612,439 in 2016.% Between 2011 and 2015, Florida's wireless substitution rate
grew an average of 4.7 percent per year.*® During the same period, the national wireless
substitution rate grew an average of 3.9 percent.

There is no reason to believe the Florida wireless-only substitution rate changed appreciably
from 2016 to 2017. State-level data is not available for 2017, but a comparison of Florida data
and national data for 2016* showed that Florida was outpacing national wireless-only
substitution trends. Wireless-only homes in Florida increased to 54.6 percent, and during the
same timeframe, the wireless-only substitution rate nationally was 52.5 percent.

3. Networks and Usage
Among wireless providers, Verizon continues to lead the market with a 35.5 percent market
share. AT&T, T-Mobile, and Sprint follow with 33.4 percent, 17.1 percent, and 12.6 percent,
respectively.®® Current wireless market share is shown in Figure 4-2.

% United States Census Bureau, Florida QuickFacts from the US Census Bureau, Population estimates, July 1, 2017,
https://www.census.gov/qui ckfacts/fact/table/FL /PST 045216, accessed April 24, 2018.
% National Center for Health Statistics, Centers for Disease Control and Prevention, “Wireless Substitution State-
Level Estimates from then Nationa Health Interview Survey,” released June 2018, http://www.cdc.gov/
27chs/nhis/new nhis.htm, accessed June 7, 2018.

Ibid.
* Fierce Wireless, “How Verizon, AT&T, T-Mobile, Sprint and more stacked up in Q4 2017: The top 7 carriers,”
March 6, 2018, https.//www.fiercewireless.com/wirel ess’how-verizon-at-t-t-mobile-sprint-and-more-stacked-up-g4-
2017-top-7-carriers, accessed April 30, 2018.
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Figure 4-2
U.S. Wireless Market Share as of December 31, 2017
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4. New Technology
Wireless technology continues to outpace innovations for wireline services. As discussed in last
year’'s report, thisis not an indication the switched access network is no longer necessary. These
facilities are the backbone of the new generation of wireless tools available to consumers. The
switched access network is instrumentally critical to wireless technology and that network will
be vital in the advancement of 5G services.

e As reported in its February 23, 2018 Form 10-K,* Verizon Communications, Inc.
announced in November 2017 that it “will commercialy launch 5G wireless residential
broadband in three to five U.S. marketsin 2018.%

e Sprint believes its “broad spectrum holdings allow us to introduce 5G in parallel with 4G
service over the same 2.5 GHz spectrum band, supporting the early introduction of 5G
devices without disrupting the capacity needed to support our 4G users.”**

e Inits2018 10-K filing, AT&T, Inc. announced they “expect to be the first U.S. company
to introduce mobile 5G service in 12 markets by late 2018." %

¥ Form 10 K isan annual report required by the U.S. Securities and Exchange Commission that reports the
company’ s finanacial performance.

40 Verizon Communications, Inc., Form 10-K filed 2/23/2018 for the Period Ending 12/31/2017, available at
https://www.verizon.com/about/investors/sec-filings, accessed May 31, 2018.

“! Sprint Corporation, Form 10-K for the fiscal year ended March 31, 2018, filed May 24, 2018, available at

http://investors.sprint.com/financial s/sec-filings/sec-filings-detail defaul t.aspx?Filingl d=12776690, accessed May
31, 2018.
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e T-Mobile “will start building out its 5G network this year and plans to be in 30 cities by
the end of 2018.”* However, the company has said “it wouldn’t be until ... next year that
we' |l see the first phones announced that support 5G on T-Mobil€e' s network.”

In addition to the development of small cell technology and the advancements and deployment of
5G services, access to the public right of way to advance these technologies will be required. It
will be dependent upon local jurisdictions and FCC action to maintain a competitive atmosphere
of economic growth.*

B. Voice over Internet Protocol (VolIP)

The number of customers who subscribe to interconnected Vol P services has steadily increased
each year while subscribership rates to traditional wired services have continued to decline. The
FCC'slatest data, between 2013 and 2016, shows interconnected Vol P subscriptions continued a
compound annual growth rate of 10 percent while subscribership to traditional wireline services
decreased by 12 percent per year.* Figure 4-3 shows the number of traditional and
interconnected Vol P subscriptions between 2013 and 2016.

2 AT&T, Inc. Form 10-K, filed February 20, 2018, available at

https://otp.tools.investis.com/clients/us/atnt/ SEC/sec-

outline.aspx?Filingl d=12564537& Cik=0000732717& PaperOnly=0& HasOriginal=1, accessed May 31, 2018.

3 T-Mobile to launch 5G in 30 cities this year, including New York and LA, Jacob Kastrenakes, The Verge,
February 27, 2018, https.//www.theverge.com/2018/2/27/17058368/tmobile-5g-first-30-cities-2018-new-york-la-
dallas-las-veqgas, accessed May 31, 2018.

“ Petition for Declaratory Ruling, Mobilitie, LLC, Adopted/Filed November 15, 20186,
https://ecfsapi.fcc.gov/file/122306218885/mobilitie.pdf, accessed June 20, 2017.

 FCC, Voice Telephone Servicess Status as of December 31, 2016, released February 2018,
https://www.fcc.gov/voice-tel ephone-services-report, accessed May 1, 2018.
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Figure 4-3
U.S. Retail Voice Telephone Subscriptions
(in Thousands)
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As of December 2016, the FCC reported that there were approximately 63 million interconnected
VoIP subscribers in the U.S. This total includes roughly 7.4 million “over-the-top” or “bring
your own broadband” VolP subscribers.*® Residential VolP subscribers accounted for over 40
million of the total subscribers nationwide while business subscribers accounted for
approximately 22.9 million.*” Table 4-1 shows U.S. interconnected VolP subscribership by
customer type as of December 2016.% Data collected by the FPSC also shows an estimate of
over 2.8 million interconnected Vol P residential subscribers in Florida as of December 2017.%°

“6 In 2014, the FCC modified Form 477 to distinguish over-the-top interconnected Vol P subscriptions from other
interconnected VolP subscriptions. The phrase “over-the-top VolP’ refers to a VolP service that requires a
consumer to obtain broadband access from another company.

“ FCC, Voice Telephone Services Status as of December 31, 2016, released February 2018,
https://www.fcc.gov/voice-tel ephone-services-report, Table 1, accessed May 11, 2018.

“8 |bid, Figure 3.

49 Responses to the FPSC Local Competition Data Request 2018.
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Table 4-1

U.S. Interconnected VolP Subscribership by Customer Type
(In Thousands)

Over-the-Top All Other
Total (OTT) Vol P Total
ILEC 41 13,043 13,084
Non-ILEC 7.375 42,703 50,080
Total 7,416 55,746 63,165
Residential
ILEC 38 9,950 9,988
Non-ILEC 2,619 27,673 30,292
Residential Total 2,658 37,622 40,280
Business
ILEC 3 3,093 3,096
Non-ILEC 4,755 15,031 19,788
Business Total 4,758 18,124 22,885

Source: FCC Voice Telephone Services Report December 2016™

1. National Market Analysis
The FCC reported that at year-end 2016, there were “463 million retail voice telephone service
connections’ across the United States.®® Of these retail service connections, 121 million of them
are provided over end-user switched access lines and interconnected VolP subscriptions. Over
half of these end use subscribers, 63 million, receive access viainterconnected Vol P services.>

a. Facilities-Based VolP Providers
In the facilities-based residential interconnected VolP market, cable companies accounted for
nearly 30.3 million Vol P subscribers as of December 2016, compared to 9.9 million ILEC VolP
subscribers.>® Comcast, the country’s largest cable provider, had an estimated 11.6 million VoIP
subscribers at year-end 2017.>* This represents a decrease of approximately 1.2 percent from
year-end 2016. The second largest cable provider, Charter Communications, Inc., reported over
11.3 million Vol P subscribers at year-end 2017, a 2.1 percent increase from 2016.>

® FCC, Voice Telephone Services Status as of December 31, 2016, released February 2018,
https://www.fcc.gov/voice-tel ephone-services-report, Figure 3, accessed May 1, 2018. Note: totals in the table may
not sum due to rounding.

*! | bid, Page 2.

% |bid, Table 1.

® FCC, Voice Telephone Servicess Status as of December 31, 2016, released February 2018,
https://www.fcc.gov/voice-tel ephone-services-report, Table 1, accessed May 1, 2018.

> Comcast Corporation, Comcast Reports 4th Quarter and Year End 2017 Results, released January 24, 2018,
http://files. shareholder.com/downl oads/CM Chttps://www.cmcsa.com/news-rel eases/news-rel ease-
details/’comcast-reports-4th-quarter-and-year-end-2017-resul ts?linkl d=47304539, accessed May 1, 2018.

% “Charter Announces Fourth Quarter and Full Year 2017 Results,” Charter Communications, Inc. News Release,
released February 2, 2018, https://newsroom.charter.com/press-rel eases/charter-announces-fourth-quarter-and-full -
year-2017-resulty/, accessed May 1, 2018.
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AT&T reported approximately 5.2 million U-verse Consumer VolP subscribers at year-end 2017.%
This represents a 3.7 percent decrease from the previous year.

b. Over-the-Top VoIP Providers®’

According to the FCC, there were roughly 7.4 million over-the-top interconnected VolP
subscribers in the U.S. as of December 2016. This total included nearly 2.7 million residential
subscribers and approximately 4.8 million business subscribers nationwide. The FCC's figures
show areduction of 4.7 percent in residential subscribers, and a43.3 percent increase in business
subscribers in 2016 over the same period in 2015.*® The price advantage over the bundled
services offered by facilities-based VolP providers has allowed over-the-top VolP providers to
attract more customers.

Vonage, 8x8, Inc., MagicJack, Skype, and Google are a few of the leading over-the-top VolP
providers. Reliable data on subscribership is not widely available for over-the-top providers.
However, at year-end 2017, VVonage reported 2.2 million subscriber lines, a decrease of roughly
4.3 percent from the previous year.® MagicJack reported 1.95 million subscribers in 2017, a
decrease of approximately 9.3 percent since 2016.%°

2. Florida Market

The FPSC does not have jurisdiction over VoIP services. As a result, the ability to determine an
accurate estimate of the total number of VolP subscribersin Floridais limited. However, severa
ILECs and CLECs in Florida voluntarily responded to the Commission’s data request and
provided information on the number of residential VolP subscribers. The Florida Internet and
Television Association (formerly the Florida Cable Telecommunications Association) reported
nearly 2.1 million residential VolP subscribers for its five largest member providers, but it has
not historically provided business line data. The FCC reported non-ILECs in Florida served
approximately 1.2 million business subscribers by year-end 2015, and almost 1.4 million by
year-end 2016.%*

Based on the analysis of the available data, there are an estimated 2.8 million residential
interconnected VolP subscribers in Forida. Figure 4-4 shows the number of residential
interconnected VolP subscribers in Florida by provider type. Data for 2017 indicates a modest
gainin the residential VolP market. Growth should continue as network facilities transition to an
|P-centric infrastructure.

% AT&T Inc. 2017 Annual Report, https://otp.tools.investis.com/clients/us/atnt/ SEC/sec-
show.aspx?Type=html & Filingl d=12564537& CIK=0000732717& Index=10000, accessed May 10, 2018.

" Over-the-top Vol P providers offer low-priced stand-alone interconnected Vol P service. The service quality of
these providers varies because calls are transmitted over the public Internet rather than private managed | P-based
networks.

®FECC, Voice Telephone Servicess Status as of December 31, 2016, released February 2018,
https://www.fcc.gov/voice-tel ephone-services-report, accessed May 2, 2018.

%% \/onage Holding Corp. 2017 Annual Report, https://ir.vonage.con/financials/sec-filings, accessed May 2, 2018.

80 “MagicJack Reports Fourth Quarter and Full Year 2017 Financial Results, Global News Wire, released March 16,
2018, http://www.vocaltec.com/news-rel eases/news-rel ease-detail s/magi cjack-reports-fourth-quarter-and-ful l-year-
2017-financiall, and “.MagicJack Reports Fourth Quarter and Full Year 2016 Financial Results, Global News Wire,
released March 15, 2017, http://www.vocaltec.com/news-releases/news-rel ease-detail Sy/magicjack-reports-fourth-
guarter-and-full-year-2016-financial, accessed May 2, 2018.

®1 FCC Voice Telephone Services Report, State-Level Subscriptions, Supplemental Table 1, Florida, released
February 2018, https.//www.fcc.gov/voice-tel ephone-services-report, accessed May 1, 2018.
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Figure 4-4
Florida Residential Interconnected VolP Subscribers
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While the Commission received business VolP data from telecommunications carriers,
corresponding data was not made available from most cable companies as requested. Data is
available from the FCC that provides VolP business lines through December 2016. Figure 4-5
identifies the number of interconnected VolP business subscribers by ILEC and non-ILEC
carriers. Non-ILEC carriers include cable companies. From 2015 to 2016, non-ILECs
experienced a nearly 16 percent increase in their number of interconnected business VolP
subscribers. By comparison, ILECs experienced an increase of more than 22 percent in
interconnected business Vol P subscribers for the same time period. Based on the general trend of
such interconnected business VolP lines and the reduction in traditional switched access lines, it
islikely that there will be further growth in this market segment.
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Figure 4-5
Florida Business Interconnected VolP Subscribers
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C. Broadband

The most recent report published by the FCC indicates that 82 percent of U.S. households had
fixed broadband connections with download speeds of at least 200 kilobits per second (kbps) in
2015. Sixty-six percent of households had broadband connection speeds of at least 10 megabits
per second (Mbps) while 50 percent of households had fixed broadband connections of at least
25 Mbps and 15 percent had connection speeds of at least 100 Mbps.*

According to the Pew Research Center, between 2015 and 2016 the number of Americans who
had a high-speed Internet connection in their homes increased from 66 percent to 73 percent.®®
However, by the end of December 2017, the number of Americans reporting broadband in the
home dropped to 65 percent.** This represents an eight percent reduction from 2016. This shift
may be the result of increased smartphone and tablet use at home.®® Figure 4-6 shows the
percentage of U.S. households with in-home broadband connections between 2000 and 2017.

® FCC, Internet Access Services Status as of December 31, 2016, released February 2018,
https://www.fcc.gov/internet-access-services-reports, Figure 32, accessed May 3, 2018.

% Pew Research Center, Internet/Broadband Fact Sheet, February 5, 2018, http://www.pewinternet.org/fact-
sheet/internet-broadband/, accessed May 3, 2018, and June 11, 2018.

®*One-in-five Americans own a smartphone, but do not have traditional broadband service, Pew Research Center
Internet & Technology, April 27, 2018, http://www.pewinternet.org/2018/04/30/declining-maj ority-of -online-adults-
say-the-internet-has-been-good-for-society/pi2018-04-30 _internet-good-bad_0-02/, accessed June 11, 2018.

% Demographics of Mobile Device Ownership and Adoption in the United States, Pew Research Center, February 5,
2018, http://www.pewinternet.org/fact-sheet/mobile/, accessed April 3, 2018.

25




Figure 4-6
Percentage of Broadband U.S. Households
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Even though the adoption of in-home broadband continues to increase, the rate of increase has
slowed because a growing share of Americans using mobile devices such as smartphones and
tablets as their primary means of accessing the Internet at home and while “on the go.”®
According to the Pew Research Center, 77 percent of Americans own a smartphone.®” In 2016,
12 percent of Americans indicated that they were “smartphone dependent” or “smartphone-only”
Internet users, up from 7.75 percent in 2013.%°

Despite the increases in broadband and Internet usage, 11 percent of U.S. adults did not use the
Internet in 2017, compared to 13 percent in 2016 and 48 percent in 2000.%° Lack of interest,
difficulty of usage, and cost were the most cited reasons why people did not use the Internet.
Other demographic variables, including age, educationa attainment, household income and
community type also affected Internet usage.”

For instance, seniors were the group most likely to say they never go online. About 34 percent of
adults ages 65 and older reported that they do not use the Internet, compared with only two
percent of 18- to 29-year-olds. Household income and education are al'so indicators of a person’s
likelihood to be offline. Thirty-four percent of adults with less than a high school education do

% Demographics of Mobile Device Ownership and Adoption in the United States, Pew Research Center, February 5,
57018, http://www.pewinternet.org/fact-sheet/mobile/, accessed April 3, 2018.

Ibid.
% Ibid.
% 11% of Americans don’t use the internet. Who are they?, Pew Research Center, published March 5, 2018,
http://www.pewresearch.org/fact-tank/2018/03/05/some-americans-dont-use-the-internet-who-are-they//,  accessed
May 3, 2018.
1pid.
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not use the Internet. Figure 4-7 shows the percentage of U.S. households who do not use the
Internet.

Figure 4-7
Percentage of U.S. Non-Internet Users
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Florida Broadband Trends

According to the FCC, 94 percent of households in Florida had fixed broadband connections of
at least 200 kbps at the end of 2016. Over 65 percent had speeds of at least 25 Mbps and 17
percent of households had broadband connections of at least 100 Mbps.”* Cable modem services
accounted for roughly 65 percent of non-mobile broadband connections in Florida with
download speeds greater than 200 kbps. Mobile broadband connections accounted for almost 68
percent of all broadband connectionsin Florida with download speeds greater than 200 kbps.”

| bid.
2| bid, Figure 34.
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Chapter V. Competitive Market Analysis & Statutory Issues

Section 364.386, F.S., requires the Commission to address four issues in its annual report on
telecommunications competition: competitive providers, consumers, affordability and service
quality, and carrier disputes. These issues emphasize analysis of the impact of competition and
regulatory changes on the telecommunications market.

A. Statutory Issue - Competitive Providers

The ability of competitive providers to make functionally equivalent local exchange
services available to both residential and business customers at competitive rates, terms,
and conditions.

In 2017, the wireline residential and business markets in Florida declined for both ILECs and
CLECs. The total number of access lines decreased by around 17 percent. CLEC lines decreased
around 14 percent between December 2016 and December 2017, while ILEC lines decreased by
around 18 percent. The lower rate of line loss increased the total CLEC wireline market sharein
Florida from 23 percent in 2016 to 24 percent in 2017.

Residential VolP subscribership accounted for 2.9 million connections by December 2016,
representing a decrease of less than one percent from the prior year.”® Comparable 2016 end of
year data was not available for wireless and business VolP segments of the market. However,
recently released data for 2016 from the FCC indicates that the number of business VolIP lines
grew 16.5 percent from December 2015 through December 2016.”* Continued growth in 2018 is
likely.

Wireless carriers in Florida also experienced growth in 2016. The FCC reported that there were
approximately 21.5 million handsets in service as of December 2016, an increase of 3.3 percent
from 2015.” Figure 5-1 uses the FCC's data regarding the number of voice subscribers by
technology for 2016 to illustrate the competitive nature of the industry in Florida. While the data
does not reflect the market for the reporting period of this report, it does provide insight
regarding how carriers are meeting the market demand for service.

3 Responses to FPSC data requests 2015-2017.
™ FCC, “Voice Telephone Services as of December 31, 2016,” State-Level Subscriptions spreadsheets, released
February 2018, https.//www.fcc.gov/voice-tel ephone-services-report, accessed May 31, 2018.
75 i
Ibid.
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This data suggests that CLECs, VolP, and wireless carriers are able to provide functionally
equivalent services to residential and business customers at rates, terms and conditions
acceptable to consumers. The number of CLECs offering a variety of services also indicates the
availability of functionally equivalent services at comparable terms. Other services offered by
CLECsthat reported providing local service include:

Bundled services (34 CLECs)

VolP (65 CLECs)

Broadband Internet access (54 CLECs)
Video service (10 CLECs)

Figure 5-1
2016 Florida Voice Market
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Source: FCC, Voice Telephone Services Report, Nationwide and State-L evel Data for Dec 2016
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The majority of CLECs reported no barriers to competition or elected not to respond in the
comment portion of the FPSC data request. The companies that did indicate competitive
concerns mentioned issues with ILEC pricing practices, responsiveness to trouble reports and
lack of FCC support. More specifically, some concerns of the companies reported to the
Commission include:

e Anticompetitive pricing by ILECs for last-mile access.”™

e |LEC practice of passing through specia construction charges to companies and lack of
responsiveness to maintenance issues possibly leading to customers switching to
incumbents.

e Excessively expensive wholesale pricing by ILECs potentially causing customers to
switch away from competitive carriersto ILECs or wireless telephones.

e Lack of government support for telecom infrastructure in rural areas.

Conclusion: Subscribers to VolP and wireless services continued to show signs of growth,
reflecting the opportunity for customers to seek out services from providers other than traditional
ILECs. Many CLECs reported offering a variety of services and packages comparable to those
offered by ILECs. All of these factors contribute to the conclusion that competitive providers are
able to offer functionally equivalent services to both business and residential customers. We note
that the CLECs have not filed a petition with the FPSC to address the issues above. Some of
these issues may be addressed by the FCC.

B. Statutory Issue — Consumers

The ability of consumers to obtain functionally equivalent services at comparable rates,
terms, and conditions.

Functionally equivalent services are available to customers via wireline telephony, wireless
telephony, or VolP. The primary focus of this report is the provision of wireline
telecommunications by ILECs and CLECs, which submit responses to the FPSC's annual data
request.

As of December 31, 2017, 104 CLECs provided data indicating that they provide local voice
service in Forida. Though the responses indicate a reduction from 110 CLECs in 2016, it
remains an increase over 2015 when 63 CLECs responded similarly.

Competitive carriers can offer service through resale of ILEC or CLEC wholesale services, by
using their own facilities, by leasing portions of their networks from an ILEC, or a combination
of any of these methods. Figure 5-2 provides a historical view of CLEC market share in Florida

"6 \Windstream has documented these problems in a proceeding at the FCC. See Business Data Services in an
Internet Protocol Environment. WC Docket No. 16-143; Investigation of Certain Price Cap Local Exchange Carrier
Business Data Services Tariff Pricing Plans, WC Docket No. 15-247; Special Access for Price Cap Local
Exchange Carriers, WC Docket No. 05-25; AT& T Corporation Petition for Rulemaking to Reform Regulation of
Incumbent Local Exchange Carrier Rates for Interstate Special Access Service, RM-10593.
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for the traditional wireline access line market. As of December 2017, 24 percent of total
traditional wireline accesslinesin Florida are provided by companies other than ILECs.

Figure 5-2
Florida CLEC Market Share
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Businesslines from ILECsfell 12 percent in 2017, while business lines from competitive carriers
decreased 13 percent. While business Vol P data was not provided by all segments of the industry
for 2017, non-ILEC VolP business lines grew nearly 16 percent from 2015 to 2016 according to
data from the FCC.”” This suggests that business customers have the ability to find reasonable
pricing packages with CLECs and are taking advantage of these options. These options include
CLEC cable companies and, in some cases, wireless providers. ILEC residential lines decreased
23 percent in Floridain 2017. CLEC residential lines decreased around 42 percent, but as those
lines only comprise around one percent of the residential market, the impact was muted.
Nati o?g\lly, wireless-only households continued to grow, reaching 52.5 percent in the first half of
2017.

As stated in Chapter 1V of this report, there are nearly 2.9 million interconnected residential
VolP subscribers in Florida.”® These and other factors demonstrate that customers are able to
find comparabl e services at reasonabl e prices through wireless, CLEC, and VolIP providers.

Conclusion: Access lines for both residential and business customers have maintained a steady
decline over the past severa years (see Figure 3-1). This contrasts with the continued growth in

" FCC, Voice Telephone Services, Status as of December 31, 2016, released February 2018,
https://www.fcc.gov/voice-tel ephone-services-report, accessed May 11, 2018.

"8 Stephen J. Blumberg, Ph.D., Julian V. Luke, “Wireless substitution: Early release of estimates from the National
Health Interview Survey, January—June 2017,” National Center for Health Statistics, Centers for Disease Control
and Prevention, released December 2017, https.//www.cdc.gov/nchs/data/nhis/earlyrelease/wireless201712.pdf,
accessed May 11, 2018.

" Responses to FPSC Local Competition Data Request for 2017.

32




wireless-only households. While wireline declines have occurred in the business market, they are
partialy offset by significant growth in business VolP lines. Carriers are managing the shiftsin
market conditions by bundling services and providing a variety of pricing plans in an attempt to
meet consumer demand and expectations.

C. Statutory Issue — Affordability & Service Quality

The overall impact of competition on the maintenance of reasonably affordable and
reliable high-quality telecommunications ser vices.

The telephone subscription rate in Florida for 2017 was 94.4 percent, according to the FCC. This
is slightly lower than the national subscription rate of 96.1 percent.® The Florida telephone
penetration rate has consistently been below the national penetration rate and the variance has
varied little between 2013 and 2017, as shown in Figure 5-3.

Figure 5-3
Telephone Service Subscription: Florida vs. Nation
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Conclusion: Based on the continued growth of interconnected VolP and wireless-only
households and the ongoing decline of wireline access lines, network reliability of non-ILEC
providers appears to be sufficient. The telephone penetration rate of 94.4 percent supports the
conclusion that the vast majority of Florida residents are able to afford telephone service. The
number and variety of competitive choices among all types of service providers suggest that
competition is having a positive impact on the telecommunications market in Florida.

8  FCC,  “Universd  Service  Monitoring  Report,” released  January 13, 2018,
https://apps.fcc.gov/edocs public/attachmatch/DOC-343025A1.pdf, accessed June 21, 2018, Table 6.7, and
interviews with FCC staff.
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D. Statutory Issue — Carrier Disputes
A listing and short description of any carrier disputesfiled under Section 364.16, F.S.

Conclusion: There were no carrier disputes filed with the FPSC under Section 364.16, F.S., in
2017.



Chapter VI. State Activities

The Commission dealt with several intercarrier and compliance issues during the past year. The
following is a summary of activities affecting local telecommunications competition in 2017.

A. Intercarrier Matters

1. Wholesale Performance Measurement Plans

Wholesale performance measurement plans provide a standard against which the Commission
can monitor performance over time to detect and correct any degradation in the quality of service
ILECs provide to CLECs. The Commission adopted performance measurements for AT&T in
August 2001 (revised in 2010), for CenturyLink in January 2003 (revised in 2013), and for
Verizon in June 2003 (revised in 2007). Trending analysis is applied to monthly performance
measurement data provided by each ILEC.

AT&T isthe only ILEC that is required to make payments to CLECs when certain performance
measures do not comply with established standards and benchmarks. AT&T's approved
Performance Assessment Plan consists of 47 measurements, of which 24 measurements have
remedies applied to them. For the calendar year 2017, AT&T paid approximately $472,960 in
remedies to CLECs, a decrease of 37.9 percent from 2016. The greatest cause of the decrease in
remedies was the correction of an incident in 2016 that led to a number of blocked and redialed
calls. No similar incidents occurred in 2017.

On October 15, 2015, CenturyLink filed proposed revisions to its Performance Measurement
Plan as a result of a negotiated settlement in Nevada. The revisions included revising reporting
requirements from monthly to quarterly, eliminating several performance measures from the
plan, and amending two measures. The proposal was approved for Florida by the Commission in
February of 2016.%2 For the 2017 calendar year, CenturyLink reported no non-compliances,
versus an average of 0.167 non-compliances per month in 2016.

Frontier Communications completed its purchase of Verizon Florida's wireline operations in
Floridain April 2016. Initsnew role as alarge ILEC, Frontier’ s Performance Measurement Plan
includes 29 measures. For the calendar year 2017, Frontier’s monthly compliance with approved
standards ranged from a low of 68.7 percent to a high of 85.4 percent. In 2017, Frontier’s
average compliance rate was 76.5 percent versus an average compliance rate of 73.7 percent over
the last nine months of 2016.

2. Other Matters

The Commission processed a number of other telecommunications-related items in 2017. The
Commission processed 70 service schedule and tariff filings, 67 interconnection agreements and

8 FPSC Dockets: No. 20000121A-TP (AT&T), No. 20000121B-TP (CenturyLink), and No. 20000121C-TP
(Frontier FL)

8 Docket No. 000121B-TP, Investigation into the establishment of operations support systems permanent
performance measures for incumbent local exchange telecommunications companies. (Centurylink Florida Track),
Order No. PSC-16-0072-PAA-TP issued February 15, 2016, http://www.floridapsc.com/library/filings/2016/00858-
2016/00858-2016.pdf, accessed May 25, 2017.
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amendments, 4 carrier certifications, 2 certificate cancellations, one eligible telecommunications
carrier (ETC) certificate relinquishment, and over 150 general inquiries/informal complaints.

B. Lifeline

The FPSC allows consumers participating in the Supplemental Nutrition Assistance Program
(SNAP) or Medicaid to apply to the Lifeline program online. When an application is compl eted,
a Commission computer automatically makes a query to a Florida Department of Children and
Families (DCF) Web services interface to confirm current participation in SNAP or Medicaid.
The real-time response verifies participation in at least one of the programs, but does not identify
the program. A positive response will generate an automatic email to the appropriate Lifeline
provider advising that an approved Lifeline application is available for retrieval on the FPSC
web site. A negative response will cause a letter to be sent to the applicant stating his/her
participation in SNAP or Medicaid could not be confirmed and offering Commission staff
assistance with any questions. Based upon June 2017 SNAP participants, the Lifeline eligible
households decreased by 2.9 percent while the participation rate decreased by 8.5 percent from
the prior year.® Table 6-1 shows the Lifeline eligibility and participation rate in Florida for the
last seven years.®*

Table 6-1
Florida Lifeline Eligibility and Participation Rate
Year Lifeline Eligible Participation

Enrollment | Households Rate
June 2011 943,854 1,690,512 55.8%
June 2012 1,035,858 1,864,183 55.6%
June 2013 918,245 1,952,890 47.0%
June 2014 957,792 1,930,106 49.6%
June 2015 831,612 2,011,166 41.4%
June 2016 852,255 1,712,005 49.8%
June 2017 685,864 1,662,374 41.3%

Source: U.S. Department of Agriculture data figures as of June 2017

If a program other than Medicaid or SNAP is used for certification, the customer must provide
documentation of participation from the administering agency, which could be the Socia
Security Administration (Supplemental Security Income), Federal Public Housing Assistance
(FPHA), Veterans Pension benefit, or the Bureau of Indian Affairs. If a Lifeline applicant
chooses to apply for Lifeline directly with an ETC, the carrier can access the DCF web services
to confirm program participation for Medicaid and SNAP. In Florida, certification and
verification can be accomplished using this process if the applicant or existing Lifeline customer
participates in the Medicaid or SNAP programs which are administered by the DCF.

8 According to the US Department of Agriculture Report, “ Supplemental Nutrition Assistance Program: Number of
Households Participating, ending June 30, 2015,” over 2,011,156 Florida households participated SNAP.

8 FPSC, “2017 Florida Lifeline Report,” released December 2017, http://wwuw.floridapsc.com/Publications/
Reports#, Figure 2, accessed June 5, 2018.
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On April 27, 2016, the FCC released its Lifeline Modernization Order.® In this Order, the FCC
established a National Lifeline Eligibility Verifier (National Verifier) for the purpose of
transitioning from various carrier and state verification systems to a single system. The FCC
envisions that the National Verifier will include electronic and manual methods to determine
eligibility and will include a Lifeline Eligibility Database. In addition to determining eligibility
for Lifeline, the National Verifier will allow access by authorized users, provide support
payments to providers and conduct recertification of subscribers.

While the FCC intended for the National Verifier to be live in Colorado, Mississippi, Montana,
New Mexico, Utah and Wyoming by December 31, 2017, that implementation date has been
pushed back to sometime in 2018. The FCC intended to phase in additional states in 2018 and
have all states using the National Verifier by 2019. However, delaysin theinitial implementation
of the National Verifier will likely affect this timeline. As the Nationa Verifier is deployed, the
responsibility to verify eligibility will transition from ETCs or state administrators to the
National Verifier. The Universa Service Administrative Company (USAC) will inform
stakeholders of its deployment schedule in the states when it is ready to deploy the National
Verifier.

C. Telephone Relay Service

It is estimated that approximately 2.5 to 3 million of the estimated 20 million persons living in
Florida have been diagnosed as having hearing loss.® Relay service in Florida provides
telecommunication services for deaf, hard of hearing, deaf-blind, or speech impaired persons,
functionally equivalent to the service provided to hearing persons.

Chapter 427, Part Il of the Florida Statutes established the Telecommunications Access System
Act of 1991 (TASA). TASA provides funding for the distribution of specialized
telecommunications devices and intrastate relay service through the imposition of a surcharge of
up to $0.25 per landline access line per month, for up to 25 access lines per account. The
surcharge hilled per month per landline access line is $0.10 for the 2017-2018 budget year.

Pursuant to TASA, the FPSC is responsible for establishing, implementing, promoting, and
overseeing the administration of a statewide telecommunications access system to provide access
to telecommunications relay services by people who are deaf, hard of hearing, deaf-blind or
speech impaired. In accordance with TASA, the FPSC directed the local exchange companies
(LECs) to form a not-for-profit corporation, known as Florida Telecommunications Relay, Inc.
(FTRI) to directly administer basic relay servicein Florida.

Minutes of use for traditional relay service have declined in recent years as evolving technology
has caused many users to migrate to more advanced services. The current provider projects that
traditional minutes will continue to decline.

8 FCC 16-38, WC Docket No. 11-42, Lifeline and Link Up Reform and Modernization, Third Report and Order,
Further Report and Order, and Order on Reconsideration, released April 27, 2016, https://apps.fce.gov/edocs public/
attachmatch/FCC-16-38A1.pdf, access June 19, 2017.

8 2015 Florida Coordinating Council for the Deaf and Hard of Hearing Biennial Report to Governor Rick Scott, the
Florida Legislature & the Supreme Court and “Demographics and Statistics,” Florida Telecommunications Relay,
Inc., http:/ftri.org/index.cfm/go/public.view/page/12, accessed April 21, 2016.
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Basic relay serviceis provisioned in Florida under contract by a single service provider. Through
a competitive bid evaluation process, the FPSC awarded the current relay provider contract to
Sprint, effective March 1, 2018, for a period of three years. The contract contains options to
extend the contract for four additional one-year periods, and requires mutual consent by both
parties to extend the contract.

On July 10, 2018, the Commission approved FTRI’s 2018-2019 budget, directing FTRI to reduce
its proposed budget. The reduction is due to review of the requested budget items. Specifically,
the FPSC approved FTRI's projected operating revenue of $5,793,651 and expenses of
$6,055,120. As aresult, the TASA surcharge will remain at $0.10, beginning September 1, 2018.

38



Chapter VII. Federal Activities

A. USTelecom Forbearance Petition

On May 4, 2018, the United States Telecom Association (USTelecom) filed a petition with the
FCC seeking forbearance from several of the ILEC regulatory obligations under Sections 251
and 252 of the Communications Act of 1934, as amended, such as providing wholesale access to
unbundled network elements (UNES) and resale. USTelecom also requested that states not be
allowed to issue similar unbundling and resale rulesif aforbearance is granted. 878889

The FCC issued a public notice on May 8, 2018, that set the deadline for comments and
oppositions on June 7, 2018, and for reply comments on June 22, 2018. Given the complexity
and importance of the potential ramifications of the requested forbearance, severa parties
requested an extension of the comment due dates.™® The FCC granted an extension to August 6,
2018, for comments and to September 5, 2018, for reply comments.®*

B. FCC Hurricane Response

Several major storms and hurricanes struck the United States during the 2017 hurricane season.
Hurricanes Irma and Maria, in particular, caused substantial damage in Florida, especialy in the
FloridaKeys.

In response, the FCC took several steps to promote public safety and connectivity. It created web
pages to track information regarding its activities for each hurricane. The FCC also gave a
presentation on hurricane response at its 2017 September Open Agenda meeting.

The FCC offered Puerto Rico and the U.S. Virgin Islands nearly $77 million in advanced
Universal Service Funding (USF) to help recovery.? It also accelerated the post-incentive
auction transition to support broadcasters in the territories.”® The FCC granted temporary
Lifeline recertification rules, while expediting approval of experimental licenses to provide
Internet access to residents.*** The FCC also approved targeted and flexible support to help

87 USTelecom, “Petition of USTelecom for Forbearance Pursuant to 47 U.S.C. § 160(c) to Accelerate Investment in
Broadband and Next-Generation Networks,” filed May 4, 2018,

https.//www.ustelecom.org/sites/defaul t/fil es’documents/U ST el ecom%20Forbearance%20Petition. pdf,

accessed May 15, 2018.

8 FCC, Communications Act of 1934, https://transition.fcc.gov/Reports/1934new.pdf, accessed May 15, 2018.

% | bid Footnote 1. Section B, pp. 30-31.

% FCC, Public Notice WC Docket No. 18-141, “Pleading Cycle Established For Comments On USTelecom'’s
Petition For Forbearance From Section 251(C) Unbundling And Resale Requirements And Related Obligations,
And Certain Section 271 And 272 Requirements,” released May 8, 2018, https.//www.fcc.gov/document/pleading-
cycle-established-ustel ecom-forbearance-petition, accessed May 15, 2018.

L FCC, Order DA 18-574, “WCB Grants Comment Extension on USTA Forbearance Petition,” released June 1,
2018, https://www.fcc.gov/document/wcb-grants-comment-extension-usta-forbearance-petition, accessed June 1,
2018.

92 USF advance https://apps.fcc.gov/edocs_public/attachmatch/DOC-347069A 1.pdf, accessed March 7, 2018.

% Accel erating post-incentive broadcast auction https://apps.fcc.gov/edocs_public/attachmatch/DOC-348681A 1. pdf,
accessed March 7, 2018.

% Lifeline recertification waivers https:/transition.fcc.gov/Daily Releases/Daily Business/2018/db0202/DA-18-
102A1.pdf, accessed March 7, 2018.
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restore connectivity of schools and libraries. The agency granted more than 200 waivers and
requests for Specia Temporary Authority to help re-establish communications in hurricane-
affected areas.™ It allocated $954 million for the creation of two substantial funds for the
communications networks in Puerto Rico and the US Virgin Islands.”” The FCC aso hosted a
public information workshop on Federal, State/Local/Territorial, and Consumer critical
information needs.*®

Additionally, the FCC solicited comments on the resiliency of communications infrastructure,
the effectiveness of emergency communications, and government and industry responses to the
2017 hurricane season.” Common problems from hurricane issues mentioned in the comments
included delays in reliable electricity restoration, lack of accessto repair sites because of blocked
roads, etc., theft of generators and copper wire, depletion of recovery resources due to multiple
hurricanes over a short window, and possible favoritism in recovery priorities. Reply comments
included concerns that potential new regulatory mandates would harm continued new
deployment and recovery time. Common suggested solutions to hurricane issues listed in the
comments and reply comments included FCC responsiveness in organizing, licensing, granting
waivers and USF funding, etc., inter-agency coordination, prepositioning of assets to aid
recovery, assistance provided by amateur radio operators, and the effectiveness of the Wireless
Network Resiliency Cooperative Framework, which is a voluntary agreement among the major
wireless carriers and the FCC to enhance coordination during emergencies.'®%

C. Broadband Deployment Issues

FCC Chairman Ajit Pai has stated that his number one priority is expanding broadband access.®?
On January 31, 2017, Chairman Pai announced the formation of a new federal advisory
committee, the Broadband Deployment Advisory Committee (BDAC), which will provide
advice and recommendations for the FCC on how to accelerate the deployment of high-speed
Internet access. The BDAC charter lasts until March 1, 2019, or whenever its work is complete.

The BDAC's mission is to make recommendations for the FCC on how to accelerate the
deployment of high-speed Internet access by reducing and/or removing regulatory barriers to
infrastructure investment. BDAC is intended to provide an effective means for stakeholders with

% Project Loon experimental license https://apps.fcc.gov/edocs_public/attachmatch/DOC-347125A 1. pdf, accessed
on March 7, 2018.

% E.rate funding https://apps.fcc.gov/edocs public/attachmatch/DOC-347419A1.pdf, accessed on March 7, 2018.
9" FCC news release available at https:.//www.fcc.gov/document/chairman-pai-proposes-954-million-plan-puerto-
rico-and-usvi, accessed on March 7, 2018.

% ECC Public Notice available at https://www.fcc.gov/document/fcc-hol d-workshop-april-13-critical -info-during-
disasters, released Mar. 23, 2018.

% Public Notice available at https://ecfsapi.fcc.gov/file/1207118673392/DA-17-1180A1.pdf, accessed on March 7,
2018.

1% ECC Hurricane response comments and reply comments available at
https://www.fcc.gov/ecfs/search/filings?express comment=0& limit=100& proceedings name=17-

344& g=(proceedings.name:((17%5C-344*))%200R%20proceedi ngs.description: ((17%5C-

344*)))& sort=date disseminated, DESC, accessed on March 7, 2018.

191 ECC Hurricane Recovery Task Force available at https://apps.fcc.gov/edocs_public/attachmatch/DOC-
347113A1.pdf, accessed on March 7, 2018.

192 FCC, “Bridging The Digital Divide For All Americans,” https://www.fcc.gov/about-fec/fec-initiatives/bridging-
digital-divide-all-americans, accessed April 27, 2018.
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interests in this area to exchange ideas and devel op recommendations for the FCC, which will in
turn enhance the FCC's ability to carry out its statutory responsibility to encourage broadband
deployment to all Americans.*®®

BDAC has working groups on each of the following:

Model Code for States

Model Code for Municipalities

Streamlining Federal Siting

Competitive Access to Broadband Infrastructure
Removing State and Local Regulatory Barriers

Reports, presentations and other BDAC related information can be found on the FCC's BDAC
webpage, https://www.fcc.gov/broadband-depl oyment-advisory-committee. ***

While continuing to work on multiple broadband issues, the FCC has released some measures of
its progress so far. On February 2, 2018, the FCC released its 2018 Broadband Deployment
Report. Based on the FCC’s actions to accelerate deployment in 2017, the report concludes that
the FCC is now encouraging broadband deployment on a reasonable and timely basis. Still, the
report finds that far too many Americans lack access to high-speed Internet service, defined as 25
Mbps download/3 Mbps upload speeds, and the FCC must continue its work to encourage
deployment of broadband to all Americans, including those in rural areas, on Tribal lands, and in
the nation’s schools and libraries. The report also concludes that mobile services are not
currently full substitutes for fixed services.'®

On February 22, 2018, the FCC announced that it has updated and modernized its National
Broadband Map. The new, cloud-based map will support more frequent data updates and display
improvements at alower cost than the original mapping platform.*®

D. Open Internet/Net Neutrality

On May 23, 2017, the FCC released a proposal to undo the 2015 net neutrality rules, which
prevented blocking, throttling and paid prioritization.’®” The Notice of Proposed Rulemaking
(NPRM), also known as the Restoring Internet Freedom NPRM, was adopted on May 18, 2017,
during the FCC’s Open Meeting.'®® According to the FCC, the purpose of the NPRM was to end
the utility-style regulatory approach that gives government control of the Internet and to restore

103 FCC, “Broadband Deployment Advisory Committee,” https://www.fcc.gov/broadband-depl oyment-advisory-
committee, accessed April 25, 2018.

1% 1 pid.

1% FCC, “FCC Releases 2018 Broadband Deployment Report,” released February 2, 2018,
https://www.fcc.gov/document/fcc-rel eases-2018-broadband-depl oyment-report, accessed April 26, 2018.

106 FCC, “FCC Updates National Broadband Map,” released February 22, 2018, https://www.fcc.gov/document/fcc-
updates-national -broadband-map, accessed April 26, 2018.

197 FCC 17-60, WC Docket No. 17-108, “Restoring Internet Freedom,” Notice of Proposed Rulemaking, adopted
May 18, 2017 and released May 23, 2017, https://apps.fcc.gov/edocs public/attachmatch/FCC-17-60A1.pdf,
accessed May 24, 2017.

108 A Notice of Proposed Rulemaking or NPRM is a public notice that is issued by law during the rulemaking
process when an independent U.S. agency, such as the FCC, adds, removes, or changes arule or regulation.
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the market-based policies necessary to preserve the future of Internet freedom, and to reverse the
decline in infrastructure investment, innovation, and options for consumers put into motion by
the FCC in 2015.'®

Following consideration of the NPRM, on December 14, 2017, the FCC reversed the 2015
Order. In place of that framework, the FCC is returning to the framework that was in place until
2015. The FCC also adopted transparency requirements that will facilitate government oversight
of broadband providers conduct. In particular, the FCC’s action has restored the jurisdiction of
the Federa Trade Commission (FTC) to act when broadband providers engage in
anticompetitive, unfair, or deceptive acts or practices. The Declaratory Ruling, Report and Order,
and Order adopted by the FCC:

e Restoresthe classification of broadband Internet access service as an “information
service” under Title | of the Communications Act, the classification affirmed by the
Supreme Court in the 2005 Brand X case.™*°

e Reinstates the classification of mobile broadband Internet access service as a private
mobile service.

e Restores broadband consumer protection authority to the FTC, enabling it to provide
online protections against unfair, deceptive, and anticompetitive practices.

e Requiresthat internet