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Exchanges believe that the fact that the vast majority of customers obtain their bundles
from Hosting Users shows that the Exchanges are subject to significant competitive
forces in the market for bundled services. Indeed, despite the availability of PCS bundle
Options A - D from the Exchanges, 89% of customers obtain their bundle services from
alternate providers.

The Exchanges expect a similar result if the Commission permits it to offer the proposed
40 Gb bundled Options E and F. The Exchanges do not expect the availability of
Proposed Options E and F to cause customers that currently obtain bundled services
from Hosting Users to migrate their business to the Exchanges. As the Exchanges have
explained, this expectation is largely because the Hosting Users have the ability to
create bespoke bundles of services for specific customers, offered at individualized
prices, without having to file such services and fees with the Commission. The
Exchanges, however, would remain limited to offering only the bundled Options at the
fees approved by the Commission, leaving the Hosting Users in a superior competitive
position relative to the Exchanges in the provision of bundled services.

As the Exchanges have explained, they wish to introduce the Proposed Options E and F
bundles in response to customer interest. In particular, one current customer of the
Exchanges has specifically requested that the Exchanges begin offering PCS bundle
options that include 40 Gb connections so that the customer could purchase its
connections directly from the Exchanges instead of having to contract with a new service
provider (i.e., a Hosting User) for just this one service. To the extent that other similarly-
situated customers exist, they may be interested in purchasing Proposed Option E and F
bundles from the Exchanges. But given the array of bespoke bundles that the Hosting
Users are able to offer, the Exchanges do not anticipate gaining customers that currently
enjoy individualized bundled arrangements from Hosting Users.

All of the foregoing, along with the information in the Proposals and the Exchanges first
comment letter, demonstrates that Hosting Users exert significant competitive pressure
on the Exchanges with respect to the provision of bundled services, and significantly
restrain the Exchanges’ ability to charge supra-competitive prices with respect to the
bundled services at issue.

For the reasons stated in their comment letters and in the Proposals, the Exchanges
respectfully request that the Commission approve the Proposals.

Respectfully submitted,

Elizabeth K. King
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cc: Honorable Gary Gensler, Chair
Honorable Hester M. Peirce, Commissioner
Honorable Elad L. Roisman, Commissioner
Honorable Allison Herren Lee, Commissioner
Honorable Caroline A. Crenshaw, Commissioner
David Saltiel, Acting Director, Division of Trading and Markets




