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The Changing Communications Industry

From... To...
* Wireline * Mobile and Converged

* Narrowband * Broadband

. . P . .
* \/oice-centric W e Multi-media

* Circuit-switched * Packetized

* Copper infrastructure * Optical Infrastructure :

* Proprietary architecture * Open architecture _ <
* Traditional Regulation * Market-based regulation
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* Computing power doubles every 18
months — Moore’s law

* Storage power doubles every 12 months
— disk law

* Communications power doubles every
20 months with improvements in fiber
optics and compression

* Spectrum power 4G technology is 20 to
40 times today’s mobile data speeds
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erizon’s U.S. NGN Background

e Status of Verizon’s NGN Core:

— Transition began nearly 10 years ago, with most U.S. state markets nearly 100% inter-
office fiber by 2005 prior to launch of FIOS

— Driven by benefits to customers — potential efficiencies in the supply of existing services
and the ability to deliver new and innovative services

¢ Status of Verizon’s NGN Access — FiIOS:

— By 2010 Verizon will have spent $23 billion deploying the nation’s most advanced fiber-
optic network to deliver the benefits of converged communications, information and
entertainment services (covering roughly 18 million premises, 50% of our footprint)

— FiOS FTTH services are already available to 13 million homes and businesses to-date

* \Wireless NGN Access:

— Verizon EV-DO (top end: 3Mbps down / 1Mbps up; average 1.4Mbps / 8Kbps) is in 245
major metro areas and 194 primary airports — a potential population of 255 million

— Plans to develop and deploy its fourth generation mobile broadband network using LTE
— Long Term Evolution — with commercial deployments beginning by YE 2009

— Data growth — VZW handled 90,000,000,000 text messages in 4Q08 alone
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Investment in High Capacity Networks is a Key

erizon Strategy

Capital Expenditures (in US$ billions)
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hat iIs FIOS?

* Began in 2005 — $23 billion in an all-digital fibre-optic network
that extends to the customers’ premises (FTTP)

— “Triple play” — supports digital voice and high-speed Internet at speeds of 50/20
Mbps in more than 2,000 communities in 16 states and D.C.

— FIOS TV - 500+ channels and on-demand now offered in 200 cities in 16 states
+ D.C., with web- and mobile-enabled programming guide, DVR programming
and parental controls deployed in 2007-08

With 150 Hi-Def channels by close of 2008
— more than cable —

14,000+ SD VoD titles
1,639 HD VoD titles

Il FTTP Deployed

Deploying GPON as of March 2007 — Capable of deliver __ing:
2.4Gbps downstream / 1.2Gbps upstream (with 100/ 1 00 under consideration)
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FIOS Architecture
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Exceptional FIOS Results

Verizon FiOS TV Subscribers
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Americans Are Ado

Broadband

pting

%

Source: High-Speed Services for Internet Access: Status as of June 30, 2007, Industry Analysis and Technology Division, Wireline Competition Bureau,

Federal Communications Commission, March 2008.
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Broadband is a Competitive Market Reaching

More and More Americans
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iIdeo Online is Becoming a Compelling

Alternative

e 78.5 percent of the total U.S. Internet audience vi ewed
online video

* The average online video viewer watched 309 minutes
of video, or more than 5 hours

¢ 08.9 million viewers watched 5.9 billion videos on
YouTube.com (59.2 videos per viewer)

* 48.7 million viewers watched 367 million videos on
MySpace.com (7.6 videos per viewer)

* The duration of the average online video was 3.2
minutes

* The duration of the average online video viewed at
Hulu was 10.1 minutes, higher than any other video
property in the top ten.

Source: comScore, Video Metrix, December, 2008
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Internet Video to PCs Growing Faster Than Most

Internet Applications
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Ideo Market Share of the Telcos Is

Increasing

Satellite and Telco’s continue to take video share
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Two-Way Applications and Capacity Will Be

Increasingly Important

Applications and Media Bandwidth

Web Surfing
Video Conferencing, Premises Surveillance, Two-way  Signing
SDTYV Video-on-Demand, Telecommuting

File Sharing, Home Video Sharing/Streaming
Real-Time SDTV, Network PVR

Multi-Player Gaming, Interactive Distance Learning
Premises Web Hosting

Telemedicine
Large File Sharing

HDTYV Video-on-Demand
Network Hosted Applications and Storage
Next Generation 3D TV

FTTP

Cable Modem
ADSL

Dial-Up

100 252015105 0 5 10 1520 25 100
Upstream Mbps Downstream

Platform for current and future content and applica tions
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$ %

$65,000

$60,000
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$Millions
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$56,820

$60,774

Federal Funding for Transportation
Infrastructure

Private Investment in Communications

Infrastructure

Source: The Telecom Sector and the Economy: How U.S. Broad

band Policies Are Working for America

,Jeffrey A. Eisenach, Ph.D., Septemb

er 2008.
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The U. S. Has a Broadband Model That is

Successfully Achieving Many Key Metrics

* Competition, investment, better prices, choices, faster speeds
are all in evidence in the U. S. communications/broadband
sectors

* QOur policies around relying substantially on platform
competition to spur better networks and more choices is
working

* \We do have challenges and they are largely around:

Lack of deployment in some areas - largely rural
Lack of adoption in some segments of society due to:

Digital literacy
A perceived lack of compelling need
Alternative access via wireless broadband

Cost of PCs
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A Policy Model for “Information Age”

Markets

* A new framework that builds off of the Internet’s
cooperative/competitive foundations.

* The four principles should remain the core of IP policy
going forward.

* Companies could offer differentiated services subject
to competition and consumer protection laws.

* There also should be some form of
Industry/advocates group to jointly monitor and
discuss Issues that arise under the principles.

* Oversight by a regulatory body with ex-post
enforcement via petitions and fact finding.
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