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Good morning senators. My name is Glenn Richards and | am the Executive Director of
the Voice on the Net Coalition. First | would like to thank you for the opportunity to spend afew

minutes with you today expressing the VON Coalition’s support for SB 980 and SB 985.

For those of you that do not know us, for the past 15 years, the VON Coalition has been
working with federal and state policymakers to advance regulatory policies that enable
consumers, businesses and government to enjoy the full promise and potential of Internet
Protocol or IP communications. Our members include many of the leading Internet
communications companies, including Google, Microsoft, Skype and Vonage. These companies
are developing and delivering the next generation of voice, video and data communications
services that can be used anywhere and everywhere that broadband is available -- no telephone

required.

Once limited to hobbyists, IP communications today is the dominant technology for users
of communications services. According to areport released last year by the FCC, at the end of
2008, there were more than 21 million Vol P subscriber linesin services. | would not be

surprised if that number has not doubled in the past two years.

The growth of 1P communications has created viable competition in the communications
industry, to the benefit of consumers that are saving hundreds of millions each year by switching
to VolP. VolP aso provided consumers flexibility and features not possible in yesterday’s

telephone network. These include the ability to use a Vol P enabled phone through any
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broadband connection anywhere in the world; allowing voice mail to be sent to email or
converted to text; allowing multiple devices to ring at the same time, and bringing video
conference calling to the masses. At the same time, quality and reliability have improved to

equal if not surpass that of the legacy phone network.

For businesses, particularly small and medium sized businesses that are at times ignored
by larger carriers, Vol P islowering costs, allowing increased control over communications,
increasing productivity, increasing mobility, enabling collaboration, and giving companies a
competitive advantage. Vol P promotes telework; allowing people to work seamlessly from
home as if they were in the office; creating more time with family and greater employment

opportunities for parents of small children, adult caregivers and the disabled.

|P's ability to converge voice, video, and data into one application makes available new
accessibility options for the tens of millions of disabled Americans. 1P communications gives
disabled users a choice as to which mode they want to communicate in. For example, a deaf-
blind person could sign his conversation then read the response on text with aBraille display. A
hearing-impaired person might use text for the main communication, then video to show their
emotional reaction to the conversation. Speech recognition engines can also alow people with
visual or mobility impairments to use spoken commands to access a phone directory, place acall
or establish a conference call. Softphones found in many computers can be easily and cheaply
customized to provide accessibility capabilities by leveraging those features in the operating
systems of desk top computers, including text-to-speech for audible Caller ID and message

waiting indication.
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P communicationsis aso bridging the gap between rural and urban Americans. VolP
can bring good information age jobs to rural communities, and encourages the rapid deployment of
broadband to rural areas. For example, Coleman County Telephone Cooperative (CCTC) in Santa
Ana, Texaswas able to use Vol P to deliver cutting edge services to its rural subscribers and make
the company more profitable. Using Vol P, CCTC was able to deliver a Triple Play of next-

generation services -- voice, video and data.

| P communications has prospered in alargely unregulated environment. The Federal
Communications Commission in 2004 found that 1P communications between computers should
not be regulated at all; and it also that same year preempted state regulation of interconnected
VolP —which are services that are used more like a replacement for regular telephone service.
The FCC has, however, imposed certain public safety and consumer protection requirements on
interconnected Vol P providers, such as arequirement to provide 911 services, protect customer

data and assist law enforcement. Thereisno federal entry or price regulation of VolP.

At least 17 states have already deregulated Vol P or |P-enabled communications. These
states have recognized that there is no benefit to imposing legacy telephone regulations on Vol P.
In an otherwise competitive market with low barriersto entry and low switching costs for
consumers, entry and rate regulation has the potential to materially and adversely impact
technological innovation, hinder the growth of open, competitive markets and place unnecessary
burdens and costs on companies eager to invest in and deliver innovative products and features

to consumers.

By adopting either Senate Bill 980 or Senate Bill 985, Texas now has the perfect

opportunity to join these progressive states and help launch a new era of broadband-enabled
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benefits for consumers and businesses in Texas by eliminating the threat of conflicting state
regulation of two types of Internet Protocol-enabled services. The first, referred to in thisbill as
Internet Protocol enabled service, includes those broadband delivered applications and services
used by consumers, businesses, and government every day, such as instant messaging, e-mail,
web surfing, search, streaming video, and voice communications applications such as Skype
video calling. Historically, the FCC has preempted regulation of these offerings. These are the
innovative products and applications that are driving Texas' s information technology economy.
To ensure that consumers continue to have access to these transformative broadband
applications, it iscritical that state and local regulation not burden such innovation. SB 890 and

SB 895 recognize and retain federal preemption of state and local regulation.

The bill aso refers to another form of Internet communications service, identified as VVoice
over Internet Protocol, or Vol P services, that offers consumers a replacement for their traditional
phone service. VolP services as defined in SB 980 and SB 985 are distinguished by the ability
of consumers to both make calls to and receive calls from the public phone network. The FCC
has created a uniform framework for the regulation of these two-way Vol P services that applies
in all 50 states. Thislegidation reinforces the existing federal framework by precluding state or
local governmentsin Texas from attempting to regulate Vol P in conflict with the FCC.

The appropriate policy framework, as embodied in this legidlation will facilitate
transformative improvements in the way Texan’s communicate that harness the power of the
Internet. Adoption of either SB 980 or SB 985 will provide 3 critical benefits to the state of

Texas during these challenging economic times:

(1) aplatform for innovation delivering advanced broadband communications features to
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consumers and businessin Texas,

(2) increased competition among network and service providers leading to cost savings for
consumers and businesses across the state; and

(3) increased infrastructure investment and accel erated broadband deployment — critical
elements of job creation and economic growth in the stete.

This important legislation will ensure the continued availability of these broadband
communications offerings and open new high-tech economic opportunities by prohibiting
regulation of innovative | P-based services, consistent with Federal law. Texans have much to
gain from aregulatory environment that allows innovative | P enabled applications and services
to remain free from regulations originally intended for plain old telephone services.

In summary, enabling a consistent and predictable policy framework, thereby fostering
innovation in Vol P and I P-enabled applications and services can help lead to breakthrough new
benefits for Texas consumers. The bill provides a platform for innovation, facilitates
competition and cost savings for consumers, and will drive job growth, broadband deployment,
and greater economic prosperity for the state.

We look forward to working with you and other policy makersin Texasto forge pragmatic
solutions that enable consumers, businesses, and the economy to achieve the full promise and
potential that Vol P and IP-enabled services can deliver.

Thank you again for your time and | look forward to your questions.
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