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PLEASE NOTE THAT THE ORIGINAL OF THIS FILING 
CONTAINS CONFIDENTIAL COMMERCIAL INFORMATION 

Via Hand-Delivery 
Mr. Jeff R. Derouen 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
P. 0. Box 615 
Frankfort, Kentucky 40602-06 1 5 

Re: In the matter of MCI Communications Services, Inc.. et al., v. Windstream 
Kentucky West, Inc., et a1 (“Windstream”), Case #2007-00503 

Dear Mr. Derouen: 

Pursuant to my telephone conversation with Tiffany Bowman with your office, please 
find enclosed for filing in the above referenced case the following documents: 

1) The unredacted, confidential original of Windstream’s Responses and Objections to 
Sprint Nextel’s Initial Request for Information to Windstream and one redacted paper 
copy and four (4) redacted digital versions of same; 
The unredacted, confidential original of Windstream’s Responses and Objections to 
Verizon’s First Requests for Information to Windstream and one redacted paper copy and 
four (4) redacted digital versions of same; 
The unredacted, confidential original of Windstream’s Responses and Objections to 
AT&T’s First Data Requests to Windstream Kentucky West, Inc., Windstream Kentucky 
East, Inc. - Lexington and Windstream Kentucky East, Inc. - London, and one redacted 
paper copy and four (4) redacted digital versions of same; 
The unredacted, confidential original of Windstream’s Responses and Objections to 
Commission Staffs First Information Request to Windstream and five ( 5 )  redacted paper 
copies of same; and, 
The above described Responses and Objections contain information and exhibits labeled 
as confidential and Windstream seeks confidential treatment of this confidential 
commercial information. Windstream accordingly files its Petition for Confidential 
Treatment for all information and exhibits labeled as confidential. Please note that in 
certain instances, Windstream has identified the first page or title page of a document 
containing a voluminous number of pages as confidential without labeling each 
individual page as confidential. In this case, Windstream requests that the entire 
document be treated as confidential. 

2) 

3) 

4) 

5 )  
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Please call me if you have any questions concerning this filing, and thank you for your 
attention to this matter. 

-....- -- -̂ ---I _"_ 

\, Respectfullyx3ubmitted, 
J 

! f  
i /3 - I  / ~ < / , 7 i - , , * ~  

'Rob& C. Moore 
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Enclosures 
cc: Kimberly Bennett 
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RESPONSES AND OBJECTIONS TO AT&T’S FIRST DATA REQUESTS TO 
WINDSTREAM KENTUCKY WEST, INC., WINDSTREAM KENTUCKY EAST, INC. - 

LEXINGTON AND WINDSTREAM KENTUCKY EAST, INC. - LONDON 

IZEDACTED VERSION 

Windstream Kentucky West, LLC (“Windstream West”) and Windstream Kentucky East, 

LLC (“Windstream East”) submit the following responses and objections to the First Data 

Requests served by BellSouth Telecommunications, Inc., d/b/a AT&T Kentucky and ATRcT 

Communications of the South Central States, LLC (collectively, ”AT&T”): 

OBJECTIONS APPLICABLE TO ALL AT&T FIRST DATA REOUESTS 
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The following objections apply to each data request and the accompanying directions and 

instructions served by AT&T: 

I .  Windstream East and Windstream West object that they are alternatively regulated local 

exchange carriers who are statutorily exempt from this proceeding. Their submission of 

these Responses is without waiver of and with express reservation of all of their rights as 

alternatively regulated carriers. 

2. Windstream East and Windstream West object to the Data Requests to the extent they 

may be construed as calling for the disclosure of information subject to a claim of 

privilege or immunities, including the attorney-client privilege, the attorney work product 

doctrine, the joint-defense privilege, or any other applicable evidentiary privilege or 

immunity from disclosure. The inadvertent disclosure of any information subject to such 

privileges or immunities is not intended to relinquish any privilege or immunity and shall 

not be deemed to constitute a waiver of any applicable privilege or immunity. 

3. Windstream East objects to AT&T's Definition (2) for the reason that Windstream East is 

only one legal entity but with two study areas. 

4. Windstream East and Windstream West object to any Data Request to the extent that it 

seeks to impose the Data Requests on affiliates of Windstream West and Windstream 

East who are not parties to this proceeding, are not the subjects of Verizon's Complaint, 

and do not have access rates which are in contention in Verizon's Complaint. Without 

waiver of this objection, Windstream East and Windstream West state that they have 

provided only certain information on behalf of their affiliate, Windstream 

Communications, Inc., with respect to its Kentucky operations but that they have not 
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provided information on behalf of any NuVox affiliate operating in Kentucky, the 

integration of which is still in its infancy. 

5. Windstream East and Windstream West object to the extensive Data Requests that seek 

information relating to cost-based information or interstate rates, which information is 

either outside the jurisdiction of this Commission in the case of interstate rates or wholly 

irrelevant to alternatively regulated carriers in the case of cost-based information. 

6. Windstream East and Windstream West generally object to the Data Requests to the 

extent that they: (a) are overly broad; (b) are impermissibly vague and ambiguous and fail 

to describe with reasonable particularity the information sought; (c) seek production of 

information that is not relevant to the subject matter at issue in this action and/or are not 

reasonably calculated to lead to the discovery of admissible evidence; and (d) impose 

undue burdens that outweigh any probative value the information may have in this action. 

7. Windstream East and Windstream West object to the Data Requests to the extent they 

seek information (e.g., tariff and publicly filed report information) that is in the public 

domain, is available from other, more convenient sources, and/or is accessible by, if not 

already in the possession of, AT&T. 

8. Windstream West and Windstream East object to the Data Requests to the extent they 

seek, without entry of an appropriate nondisclosure agreement, the production of 

confidential, proprietary, or sensitive commercial, business, or personal information or 

trade secrets relating to Windstream East or Windstream West. 
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9. Windstream West and Windstream East object to the Data Requests to the extent they 

seek legal conclusions, contentions, previews of testimony, citations to legal authority, or 

copies of legal authorities. 

10. Windstream West and Windstream East object to the Data Requests to the extent they 

purport to impose a burden of ascertaining information that is not in their possession, 

custody, control, or personal knowledge, or that cannot be found in the course of a 

reasonable search. 

11. Windstream West and Windstream East object to the Data Requests to the extent they 

purport to impose upon them obligations greater than or different from those authorized 

by the Rules of Civil Procedure - including those imposing reasonable limitations on the 

amount of discovery that may be served on a party. 

12. Windstream East objects to the Data Requests by AT&T that seek information prior to 

2002 for the reason that Windstream East did not exist or operate in Kentucky prior to 

that time. 

RESPONSES 

Windstream East and Windstream West do not waive and fully preserve all of the 

foregoing objections, which are incorporated fully herein. Any information provided herein is 

made on the basis of the best information available to Windstream East and/or Windstream West 

at the time of gathering responsive materials or information, within the limits of, and subject to 

the general and specific objections set forth herein. Windstream East and Windstream West have 

attempted to locate responsive information through an investigation of sources from which such 

information might reasonably be expected to be found, but by means of responses and objections 
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to the Requests for Information or in subsequent testimony or other filings, Windstream West 

and Windstream East reserve the right to supplement or modify their responses and objections if 

additional information becomes available. 

The fact that Windstream East and Windstream West are willing to provide responsive 

information to any particular Data Request does not constitute an admission or acknowledgment 

that the Data Request is proper, that the information sought is within the proper bounds of 

discovery, or that other requests for similar information will be similarly treated. Further, any 

and all responses provided herein are for the purpose of the above-captioned case only and are 

not responses for any other purpose. Similarly, they may not be used against Windstream East or 

Windstream West in any other proceeding unless specifically agreed to by them or so ordered by 

a court or commission of competent jurisdiction. 

Windstream West and Windstream East reserve the right to rely on facts, documents, or 

other evidence, which may develop or subsequently come to its attention, to assert additional 

objections or supplemental responses should it discover that there is information or grounds for 

objections and to supplement or amend these Responses at any time. 

Due to the volume of the Data Requests served on them by AT&T, Windstream East and 

Windstream West are serving their Responses in electronic format. 
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1. Please identify the total number of revenue-producing access lines Windstream had at 
year end for each year from 2001 through 2007, and for 2008, if available, for the following: 

(a) 
(b) 
(c) 
(d) 
(e) 

Single Line Residential lines in service; 
Single Line Business lines in service; 
Multi-line Residential lines in service; 
Multi-line Business lines in service; 
Other revenue producing access lines not included in your response to (a) to (d). 
Please specifically describe the types of lines that constitute the “other” category 
and identify the total number for each type. 

RESPONSES: This question is overly broad and burdensome, seeks irrelevant information, and 
seeks information for Windstream East for periods prior to the time that it operated in Kentucky; 
further the question is in excess of a reasonable number of discovery questions that should be 
allowed under law. Without waiving the foregoing objections, Windstream East and Windstream 
West state as follows and notes that “NA” denotes information that is not available in the form or 
for the time period requested: 

Windstream West Single Line Residential lines in service 2001 - = 
Windstream West Single Line Residential lines in service 2002 - = 
Windstream West Single Line Residential lines in service 2003 - = 
Windstream West Single Line Residential lines in service 2004 - = 
Windstream West Single Line Residential lines in service 2005 - = 
Windstream West Single Line Residential lines in service 2006 - = 
Windstream West Single Line Residential lines in service 2007 - = 
Windstream West Single Line Residential lines in service 2008 - 
Windstream West Single Line Business lines in service 2001 - m 
Windstream West Single Line Business lines in service 2002 - m 
Windstream West Single Line Business lines in service 2003 - 
Windstream West Single Line Business lines in service 2004 - 
Windstream West Single Line Business lines in service 2005 - m 
Windstream West Single Line Business lines in service 2006 - m 
Windstream West Single Line Business lines in service 2007 - 
Windstream West Single Line Business lines in service 2008 - 
Windstream West Multi-line Residential lines in service 2001 - NA 
Windstream West Multi-line Residential lines in service 2002 - NA 
Windstream West Multi-line Residential lines in service 2003 - NA 
Windstream West Multi-line Residential lines in service 2004 - NA 
Windstream West Multi-line Residential lines in service 2005 - NA 
Windstream West Multi-line Residential lines in service 2006 - NA 
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Windstream West Multi-line Residential lines in service 2007 - NA 
Windstream West Multi-line Residential lines in service 2008 - NA 
Windstream West Multi-line Business lines in service 2001 - m 
Windstream West Multi-line Business lines in service 2002 - 
Windstream West Multi-line Business lines in service 2003 - I 
Windstream West Multi-line Business lines in service 2004 - I 
Windstream West Multi-line Business lines in service 2005 - I 
Windstream West Multi-line Business lines in service 2006 - I 
Windstream West Multi-line Business lines in service 2007 - 
Windstream West Multi-line Business lines in service 2008 - 
Windstream West Other revenue producing access lines 2001 - 
Windstream West Other revenue producing access lines 2002 - w 
Windstream West Other revenue producing access lines 2003 - w 
Windstream West Other revenue producing access lines 2004 - w 
Windstream West Other revenue producing access lines 2005 - 
Windstream West Other revenue producing access lines 2006 - 
Windstream West Other revenue producing access lines 2007 - 
Windstream West Other revenue producing access lines 2008 - 111 
Windstream East Single Line Residential lines in service 200 1 - NA 
Windstream East Single Line Residential lines in service 2002 - - 
Windstream East Single Line Residential lines in service 2003 - = 
Windstrearn East Single Line Residential lines in service 2004 - - 
Windstream East Single Line Residential lines in service 2005 - 
Windstream East Single Line Residential lines in service 2006 - = 
Windstream East Single Line Residential lines in service 2007 - - 
Windstream East Single Line Residential lines in service 2008 - 
Windstream East Single Line Business lines in service 2001 - NA 
Windstream East Single Line Business lines in service 2002 - = 
Windstream East Single Line Business lines in service 2003 - - 
Windstrearn East Single Line Business lines in service 2004 - 
Windstrearn East Single Line Business lines in service 2005 - = 
Wiridstream East Single Line Business lines in service 2006 - = 
Windstream East Single Line Business lines in service 2007 - = 
Windstream East Single Line Business lines in service 2008 - = 
Windstream East Multi-line ResidentiaI lines in service 200 1 - NA 
Windstream East Multi-line Residential lines in service 2002 - NA 
Windstrearn East Multi-line Residential lines in service 2003 - NA 
Windstream East Multi-line Residential lines in service 2004 - NA 
Windstream East Multi-line Residential lines in service 2005 - NA 
Windstrearri East Multi-line Residential lines in service 2006 - NA 
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(lclck) Windstream East Multi-line Residential lines in service 2007 - NA 
(111) Windstream East Multi-line Residential lines in service 2008 - NA 
(mnm)Windstream East Multi-line Business lines in service 2001 - NA 
(nnn) Windstream East Multi-line Business lines in service 2002 - 
(000) Windstream East Multi-line Business lines in service 2003 - = 
(ppp) Windstream East Multi-line Business lines in service 2004 - 
(qqq) Windstream East Multi-line Business lines in service 2005 - = 
(rrr) Windstream East Multi-line Business lines in service 2006 - 
(sss) Windstream East Multi-line Business lines in service 2007 - = 
(ttt) Windstream East Multi-line Business lines in service 2008 - = 
(uuu) Windstream East Other revenue producing access lines 200 1 - NA 
(wv) Windstream East Other revenue producing access lines 2002 - 
(www) Windstream East Other revenue producing access lines 2003 - 
(xxx) Windstream East Other revenue producing access lines 2004 - 
(yyy) Windstream East Other revenue producing access lines 2005 - 
(zzz) Windstream East Other revenue producing access lines 2006 - 
(aaaa) Windstream East Other revenue producing access lines 2007 - 
(bbbb) Windstream East Other revenue producing access lines 2008 - 

Windstream East / Windstream West Respondent: Cesar Caballero 
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2. Please identify revenues Windstream derived from the following for each year from 2001 
through 2007, and for 2008, if available: 

(f) 
(8) 
(h) 
(i) 
(‘j) 

Single Line Residential lines in service; 
Single Line Business lines in service; 
Multi-line Residential lines in service; 
Multi-line Business lines in service; 
Other revenue producing access lines not included in your response to (a) to (d). 
Please specifically describe the types of lines that constitute the “other” category 
and identify the total number for each type. 

RESPONSES: This question is overly broad and burdensome, seeks irrelevant information, and 
seeks information for Windstream East for periods prior to the time that it operated in Kentucky; 
further the question is in excess of a reasonable number of discovery questions that should be 
allowed under law. Without waiving the foregoing objections, Windstream East and Windstream 
West state as follows and note that “NA” denotes information that is not available in the form or 
for the time period requested: 

Revenues from the following - 
Windstream West Single Line Residential lines in service 2001 - NA 
Windstream West Single Line Residential lines in service 2002 - NA 
Windstream West Single Line Residential lines in service 2003 - NA 
Windstream West Single Line Residential lines in service 2004 - NA 
Windstream West Single Line Residential lines in service 2005 - NA 
Windstream West Single Line Residential lines in service 2006 - NA 
Windstream West Single Line Residential lines in service 2007 - NA 
Windstream West Single Line Residential lines in service 2008 - NA 
Windstream West Single Line Business lines in service 2001 - NA 
Windstream West Single Line Business lines in service 2002 - NA 
Windstream West Single Line Business lines in service 2003 - NA 
Windstream West Single Line Business lines in service 2004 - NA 
Windstream West Single Line Business lines in service 2005 - NA 
Windstream West Single Line Business lines in service 2006 - NA 
Windstream West Single Line Business lines in service 2007 -NA 
Windstream West Single Line Business lines in service 2008 - NA 
Windstream West Multi-line Residential lines in service 200 1 - NA 
Windstream West Multi-line Residential lines in service 2002 - NA 
Windstream West Multi-line Residential lines in service 2003 - NA 
Windstream West Multi-line Residential lines in service 2004 - NA 
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Windstream West Multi-line Residential lines in service 2005 - NA 
Windstream West Multi-line Residential lines in service 2006 - NA 
Windstream West Multi-line Residential lines in service 2007 - NA 
Windstream West Multi-line Residential lines in service 2008 - NA 
Windstream West Multi-line Business lines in service 2001 - NA 
Windstream West Multi-line Business lines in service 2002 - NA 
Windstream West Multi-line Business lines in service 2003 - NA 
Windstream West Multi-line Business lines in service 2004 - NA 
Windstream West Multi-line Business lines in service 2005 - NA 
Windstream West Multi-line Business lines in service 2006 - NA 
Windstream West Multi-line Business lines in service 2007 - NA 
Windstream West Multi-line Business lines in service 2008 - NA 
Windstream West Other revenue producing access lines 2001 - NA 
Windstream West Other revenue producing access lines 2002 - NA 
Windstream West Other revenue producing access lines 2003 - NA 
Windstream West Other revenue producing access lines 2004 - NA 
Windstream West Other revenue producing access lines 2005 - NA 
Windstream West Other revenue producing access lines 2006 - NA 
Windstream West Other revenue producing access lines 2007 - NA 
Windstream West Other revenue producing access lines 2008 - NA 
Windstream East Single Line Residential lines in service 200 1 - NA 
Windstream East Single Line Residential lines in service 2002 - NA 
Windstream East Single Line Residential lines in service 2003 - NA 
Windstream East Single Line Residential lines in service 2004 - NA 
Windstream East Single Line Residential lines in service 2005 - NA 
Windstream East Single Line Residential lines in service 2006 - NA 
Windstream East Single Line Residential lines in service 2007 - NA 
Windstream East Single Line Residential lines in service 2008 - NA 
Windstream East Single Line Business lines in service 2001 - NA 
Windstream East Single Line Business lines in service 2002 - NA 
Windstream East Single Line Business lines in service 2003 - NA 
Windstream East Single Line Business lines in service 2004 - NA 
Windstream East Single Line Business lines in service 2005 - NA 
Windstream East Single Line Business lines in service 2006 - NA 
Windstream East Single Line Business lines in service 2007 - NA 
Windstream East Single Line Business lines in service 2008 - NA 
Windstream East Multi-line Residential lines in service 200 1 - NA 
Windstream East Multi-line Residential lines in service 2002 - NA 
Windstream East Multi-line Residential lines in service 2003 - NA 
Windstream East Multi-line Residential lines in service 2004 - NA 
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Windstream East Multi-line Residential lines in service 2005 - NA 
Windstream East Multi-line Residential lines in service 2006 - NA 
Windstream East Multi-line Residential lines in service 2007 - NA 
Windstream East Multi-line Residential lines in service 2008 - NA 
Windstream East Multi-line Business lines in service 200 1 - NA 
Windstream East Multi-line Business lines in service 2002 - NA 
Windstream East Multi-line Business lines in service 2003 - NA 
Windstream East Multi-line Business lines in service 2004 - NA 
Windstream East Multi-line Business lines in service 2005 - NA 
Windstream East Multi-line Business lines in service 2006 - NA 
Windstream East Multi-line Business lines in service 2007 - NA 
Windstream East Multi-line Business lines in service 2008 - NA 
Windstream East Other revenue producing access lines 2001 - NA 
Windstream East Other revenue producing access lines 2002 - NA 
Windstream East Other revenue producing access lines 2003 - NA 
Windstream East Other revenue producing access lines 2004 - NA 
Windstream East Other revenue producing access lines 2005 - NA 
Windstream East Other revenue producing access lines 2006 - NA 
Windstream East Other revenue producing access lines 2007 - NA 
Windstream East Other revenue producing access lines 2008 - NA 

Windstream East / Windstream West Respondent: Cesar Caballero 
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3. Please provide the following: 

(a) 

(b) 

Windstream’s weighted average local retail residential rate for unlimited calling 
(Le., 1FR); and 
Windstream’s weighted average local retail business rates (i.e., 1FB or IMB). 

RESPONSES: This question seeks information that is irrelevant and in excess of a reasonable 
number of discovery questions that should be allowed under law. Without waiving the foregoing 
objections, Windstream East and Windstream West state as follows: 

(i) Windstream West (a) - 
(ii) Windstream East (a) - 
(iii) 
(iv) 

Windstream West (b) - = 
Windstream West (b) - = 

Windstream East / Windstream West Respondent: Cesar Caballero 
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4. Please identi@ Windstream’s annual Subscriber Line Charge (“SLC”) revenues for each 
year from 2001 through 2007, and for 2008, if available, derived from: 

(a) 
(b) 
(c) 
(d) 
(e) 

Single line Residential lines in service; 
Single line Business lines in service; 
Multi-line Residential lines in service; 
Multi-line Business lines in service; 
Other revenue producing access lines not included in your response to (a) to (d). 
Please specifically describe the types of lines that constitute the “other” category 
and identify the SLC revenues from each type. 

RESPONSE: This question is overly broad and burdensome and seeks information that is 
irrelevant and interstate in nature and outside the Commission’s jurisdiction. Further, this 
question seeks information for Windstream East for periods prior to the time that it operated in 
Kentucky and is in excess of a reasonable number of discovery questions that should be allowed 
under law. Without waiving the foregoing objections, Windstream East and Windstream West 
state as follows and note that “NA” denotes information that is not available in the form or for 
the time period requested: 

SLC Revenues derived from the following - 
(a) 
(b) 
(c) 
( 4  
(e) 
(r) 
(g) 
(h) 
0 )  
ci) 
(k) 
(1) 
(m) 
( 4  
(0) 

(PI 
(4) 
0-1 
(SI 

(t) 

Windstream West Single Line Residential lines in service 2001 - NA 
Windstream West Single Line Residential lines in service 2002 - NA 
Windstream West Single Line Residential lines in service 2003 - NA 
Windstream West Single Line Residential lines in service 2004 - NA 
Windstream West Single Line Residential lines in service 2005 - NA 
Windstream West Single Line Residential lines in service 2006 - NA 
Windstream West Single Line Residential lines in service 2007 - NA 
Windstream West Single Line Residential lines in service 2008 - NA 
Windstream West Single Line Business lines in service 2001 - NA 
Windstream West Single Line Business lines in service 2002 - NA 
Windstream West Single Line Business lines in service 2003 - NA 
Windstream West Single Line Business lines in service 2004 - NA 
Windstream West Single Line Business lines in service 2005 - NA 
Windstream West Single Line Business lines in service 2006 - NA 
Windstream West Single Line Business lines in service 2007 -NA 
Windstream West Single L,ine Business lines in service 2008 - NA 
Windstream West Multi-line Residential lines in service 2001 - NA 
Windstream West Multi-line Residential lines in service 2002 - NA 
Windstream West Multi-line Residential lines in service 2003 - NA 
Windstream West Multi-line Residential lines in service 2004 - NA 
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Windstream West Multi-line Residential lines in service 2005 - NA 
Windstream West Multi-line Residential lines in service 2006 - NA 
Windstream West Multi-line Residential lines in service 2007 - NA 
Windstream West Multi-line Residential lines in service 2008 - NA 
Windstream West Multi-line Business lines in service 200 1 - NA 
Windstream West Multi-line Business lines in service 2002 - NA 
Windstream West Multi-line Business lines in service 2003 - NA 
Windstream West Multi-line Business lines in service 2004 - NA 
Windstream West Multi-line Business lines in service 2005 -NA 
Windstream West Multi-line Business lines in service 2006 - NA 
Windstream West Multi-line Business lines in service 2007 - NA 
Windstream West Multi-line Business lines in service 2008 - NA 
Windstream West Other revenue producing access lines 2001 - NA 
Windstream West Other revenue producing access lines 2002 - NA 
Windstream West Other revenue producing access lines 2003 - NA 
Windstream West Other revenue producing access lines 2004 - NA 
Windstream West Other revenue producing access lines 2005 - NA 
Windstream West Other revenue producing access lines 2006 - NA 
Windstream West Other revenue producing access lines 2007 - NA 
Windstream West Other revenue producing access lines 2008 - NA 
Windstream East Single Line Residential lines in service 200 1 - NA 
Windstream East Single Line Residential lines in service 2002 - NA 
Windstream East Single Line Residential lines in service 2003 - NA 
Windstream East Single Line Residential lines in service 2004 - NA 
Windstream East Single Line Residential lines in service 2005 - NA 
Windstream East Single Line Residential lines in service 2006 - NA 
Windstream East Single Line Residential lines in service 2007 - NA 
Windstream East Single Line Residential lines in service 2008 - NA 
Windstream East Single Line Business lines in service 2001 - NA 
Windstream East Single Line Business lines in service 2002 - NA 
Windstream East Single Line Business lines in service 2003 - NA 
Windstream East Single Line Business lines in service 2004 - NA 
Windstream East Single Line Business lines in service 2005 - NA 
Windstream East Single Line Business lines in service 2006 - NA 
Windstream East Single Line Business lines in service 2007 - NA 
Windstream East Single Line Business lines in service 2008 - NA 
Windstream East Multi-line Residential lines in service 2001 - NA 
Windstream East Multi-line Residential lines in service 2002 - NA 
Windstream East Multi-line Residential lines in service 2003 - NA 
Windstream East Multi-line Residential lines in service 2004 - NA 
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Windstream East Multi-line Residential lines in service 2005 - NA 
Windstream East Multi-line Residential lines in service 2006 - NA 
Windstream East Multi-line Residential lines in service 2007 - NA 
Windstream East Multi-line Residential lines in service 2008 - NA 
Windstream East Multi-line Business lines in service 2001 - NA 
Windstream East Multi-line Business lines in service 2002 - NA 
Windstream East Multi-line Business lines in service 2003 - NA 
Windstream East Multi-line Business lines in service 2004 - NA 
Windstream East Multi-line Business lines in service 2005 - NA 
Windstream East Multi-line Business lines in service 2006 - NA 
Windstream East Multi-line Business lines in service 2007 - NA 
Windstream East Multi-line Business lines in service 2008 - NA 
Windstream East Other revenue producing access lines 2001 - NA 
Windstream East Other revenue producing access lines 2002 - NA 
Windstream East Other revenue producing access lines 2003 - NA 
Windstream East Other revenue producing access lines 2004 - NA 
Windstream East Other revenue producing access lines 2005 -- NA 
Windstream East Other revenue producing access lines 2006 - NA 
Windstream East Other revenue producing access lines 2007 - NA 
Windstream East Other revenue producing access lines 2008 - NA 

Windstream East / Windstream West Respondent: Cesar Caballero 
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5. With respect to voice services, for each year fiom 2001 through 2007, and for 2008, if 
available, did Windstream have any lines in service that provided voice service to 
Windstream’s end-user customers other than those identified in response to AT&T Data 
Request No. l?  If your response is anything other than an unqualified no, please provide 
the number of such lines for each year and identify the service(s) provided over those 
lines. 

RESPONSES: This question is overly broad and burdensome, vague and ambiguous, and in 
excess of a reasonable number of discovery questions that should be allowed under law. Without 
waiving the foregoing objections, Windstream West and Windstream East state as follows: 

S(a) Windstream West - The term “voice services” is vague and overly broad, and to the extent 
that AT&T is seeking information related to dial tone provided other than as stated in the 
Responses to No. 1, then Windstream West states it is not aware of any. 

S(b) Windstream East - The term “voice services” is vague and overly broad, and to the extent 
that AT&T is seeking information related to dial tone provided other than as stated in the 
Responses to No. 1, then Windstream East states it is not aware of any. 

Windstream East / Windstream West Respondent: Cesar Caballero 

16 



6 .  Please provide a list of the wireless providers that offer communications services to 
customers located in Windstream’s service territory. Please state whether Windstream is 
affiliated with any wireless provider and, if so, identify the wireless provider and, if so, 
identify the wireless provider and describe the affiliation. In addition, please provide the 
number and/or percentage of Windstream’s access lines within the identified unaffiliated 
wireless providers’ respective coverage areas. 

RESPONSES: This question seeks information outside of Windstream West and Windstream 
East’s possession and control, is publicly available, is available to AT&T through its own 
affiliates with respect to its own wireless affiliates, and is in excess of a reasonable number of 
discovery questions that should be allowed under law. Without waiving the foregoing, 
Windstream East and Windstream West state as follows: 

(a) 

(b) 
(c) 
(d) 

Refer to Confidential Exhibit AT&T#6K WestandKEast for proprietary information 
compiled and maintained regarding wireless, CLEC, and cable providers. 
Windstream West is not affiliated with any wireless or cable provider in Kentucky. 
Windstream East is not affiliated with any wireless or cable provider in Kentucky. 
Windstream East and Windstream West do not maintain information in the form 
requested regarding ILEC lines within the wireless provider coverage areas. 

Windstream East / Windstream West Respondent: Cesar Caballero 
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Exhibit 
AT&T # 6 
Redacted 



T Question #6 
All Data Proprietary 

Kentucky East and Kentucky West 



7. Please provide a list if the cable providers that offer communications services to 
customers located in Windstream’s service territory. Please state whether Windstream is 
affiliated with any cable provider and, if so, identify the cable provider and describe the 
affiliation. In addition, pleas provide the number and/or percentage of Windstream’s 
access lines within the identified unaffiliated cable providers’ service areas. 

RESPONSE: See the Responses to No. 6 .  

Windstream East / Windstream West Respondent: Cesar Caballero 
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8. Please provide Windstream’s total Kentucky intrastate switched access revenues and 
minutes of use (“MOUs”) for each year from 2001 through 2007, and for 2008, if 
available. In addition, provide the following information for each rate element or rate 
category underlying the revenue fore each of those years. (Examples of rate elements are 
Local Switching, DS 1/DS3 Entrance Facility, Tandem Transport, Dedicated Tandem 
Trunk Port, Host/Remote Transport, Direct Trunk Transport, Transport Multiplexing, and 
any other applicable switched access rate category based on Windstream’s current 
intrastate switched access tariff in Kentucky.) 

(a) 

(b) 

the current switched access rate, the intrastate MOUs, and the intrastate switched 
access revenues for each rate element or rate category; and 
if the quantities for any rate element or rate category are not measured in terms of 
MOUs, please provide them in terms of the actual unit of measurement specified 
in the tariff. 

RESPONSES: This question is overly broad and burdensome, seeks information for 
Windstream East prior to the time that it began operating in Kentucky, and is in excess of a 
reasonable number of discovery questions that should be allowed under law. Without waiving 
the foregoing objections, Windstream East and Windstream West state as follows and note that 
“NA” denotes information that is not available in the form or for the time period requested: 

Windstream East Intrastate Switched Access Rate Elements - 
Carrier Common Line Service 
(0  
(ii) 
(iii) 
(iv) 
(VI 
(vi) 
(vii) 
(viii) 
6x1 
(XI 
(xi) 
(xii) 
(xiii) 
(xiv) 
(xv) 
(xvi) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1 , 2007 - 
Total MOUs for the year ending December 3 1,2008 - 
Total revenue for the year ending December 31,2001 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 I ,  2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1,2008 - 

Cellular Interconnect - End of C Term 
(xvii) 
(xviii) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
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(xix) 
(xx) 
(xxi) 
(xxii) 
(xxiii) 
(xxiv) 
(xxv) 
(xxvi) 
(xxvii) 
(xxviii) 
(xxix) 
(xxx) 
(xxxi) 
(xxxii) 

Total MOUs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1,2004 - NA 
Total MOUs for the year ending December 3 1,2005 - 
Total MOlJs for the year ending December 3 1 2006 - 
Total MOUs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1 2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1,2008 -NA 

I 

I 
Cellular Reverse Toll - End of C Orig 
(xxxiii) 
(xxxiv) 
(xxxv) 
(xxxvi) 
(xxxvii) 
(xxxviii) 
(xxxix) 
(XU 
(Ai) 
(xlii) 
(xliii) 
(xliv) 
(XW 
(xlvi) 
(xlvii) 
(xlviii) 

Total MOUs for the year ending December 3 1,200 1 - NA 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1 2003 - 
Total MOUs for the year ending December 3 1 2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - NA 
Total MOUs for the year ending December 3 1,2007 - I 
Total MOUs for the year ending December 3 1 2008 - NA 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1 2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1 2008 - NA 

Cellular 
(xlix) 
(1) 
(li) 
(lii) 
(liii) 
(liv) 
(lv) 
(hi)  
(lvii) 
(lviii) 
(lix) 
(14 

Reverse toll - Tandem Orig 
Total MOUs for the year ending December 3 1, 
Total MOUs for the year ending December 3 1, 
Total MOUs for the year ending December 3 1 
Total MOUs for the year ending December 3 1 
Total MOTJs for the year ending December 3 1 
Total MOUs for the year ending December 3 1 
Total MOUs for the year ending December 3 1 
Total MOTJs for the year ending December 3 1 
Total revenue for the year ending December 3 I 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 1 

2001 -NA 
2002 - 
2003 - 
2004 - 
2005 - 
2006 - 
2007 - 
2008 - 
.2001 - NA 
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r (lxi) 
(Ixii) 
(lxiii) 
(lxiv) 

Total revenue for the year ending December 3 1 2005 - 
Total revenue for the year ending December 3 1 2006 - 
Total revenue for the year ending December 3 1 2007 - 
Total revenue for the year ending December 3 1 2008 - 

End Office Switching Orig 
(1x4 
(lxvi) 
(lxvii) 
(Ixviii) 
(lxix) 
(1xx) 
(lxxi) 
(lxxii) 
(Ixxiii) 
(Ixxiv) 
(lxxv) 
(lxxvi) 
(lxxvii) 
(lxxviii) 
(lxxix) 
(Ixxx) 

Total MOTJs for the year ending December 3 1 200 1 - NA 
Total MOUs for the year ending December 3 1 2002 - NA 
Total MOUs for the year ending December 3 1 2003 - NA 
Total MOUs for the year ending December 3 1 2004 - 
Total MOTJs for the year ending December 3 1 2005 - 
Total MOUs for the year ending December 3 1,2006 - NA 
Total MOTJs for the year ending December 3 1 2007 - NA 
Total MOUs for the year ending December 3 1 2008 - NA 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1 2002 - NA 
Total revenue for the year ending December 3 1 2003 - NA 
Total revenue for the year ending December 3 1 2004 - 
Total revenue for the year ending December 3 1 2005 - 
Total revenue for the year ending December 3 1 2006 - NA 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1 2008 - NA 

ml 

rn 
End Office Switching Term 
(lxxxi) 
(lxxxii) 
(lxxxiii) 
(Ixxxiv) 
(lxxxv) 
(lxxxvi) 
(lxxxvii) 
(lxxxviii) 
(lxxxix) 
(xc) 
(xci) 
(xcii) 
(xciii) 
(xciv) 
(xcv) 
(xcvi) 

Total MOUs for the year ending December 3 1 2001 - NA 
Total MOUs for the year ending December 3 1 2002 - NA 
Total MOUs for the year ending December 3 1 2003 - NA 
Total MOTJs for the year ending December 3 1 2004 - 
Total MOUs for the year ending December 3 1 2005 - 
Total MOUs for the year ending December 3 1 2006 - NA 
Total MOUs for the year ending December 3 1 2007 - NA 
Total MOUs for the year ending December 3 1 2008 - NA 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1 2002 - NA 
Total revenue for the year ending December 3 1 2003 - NA 
Total revenue for the year ending December 3 I 2004 - 
Total revenue for the year ending December 3 1 2005 - 
Total revenue for the year ending December 3 I ,  2006 - NA 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1 2008 - NA 

rn 

L 

Indirect InterMTA Rate 
(xcvii) 
(xcviii) 
(xcix) 
( 4  

Total MOUs for the year ending December 3 1 200 1 - NA 
Total MOUs for the year ending December 3 1 2002 - NA 
Total MOUs for the year ending December 3 1 2003 - NA 
Total MOUs for the year ending December 3 1 2004 - NA 

2 1  



( 4  
(cii) 
(ciii) 
(civ) 
(cv) 
(cvi) 
(cvii) 
(cviii) 
(cix) 
(4 
(cxi) 
(cxii) 

Total MOUs for the year ending December 3 1,2005 - NA 
Total MOUs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1 , 2007 - 
Total MOTJs for the year ending December 3 1, 2008 - 
Total revenue for the year ending December 3 1 , 200 1 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1,2005 - NA 
Total revenue for the year ending December 3 1 , 2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1 , 2008 - 

4 

Information Surcharge Prem Orig 
(cxiii) 
(cxiv) 
(cxv) 
(cxvi) 
(cxvii) 
(cxviii) 
(cxix) 
(cxx) 
(cxxi) 
(cxxii) 
(cxxiii) 
(cxxiv) 
(cxxv) 
(cxxvi) 
(cxxvii) 
(cxxviii) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1 , 2003 - 
Total MOTJs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1 , 2005 - 
Total MOUs for the year ending December 3 1 , 2006 - 
Total MOUs for the year ending December 3 1 , 2007 - 
Total MOUs for the year ending December 3 1 , 2008 - 
Total revenue for the year ending December 3 1,200 1 - 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1 , 2008 - 

Information Surcharge Prem Terminating 
(cxxix) 
(cxxx) 
(cxxxi) 
(cxxxii) 
(cxxxiii) 
(cxxxiv) 
(cxxxv) 
(cxxxvi) 
(cxxxvii) 
(cxxxviii) 
(cxxxix) 
(CXU 
(cxli) 

Total MOUs for the year ending December 3 1 , 200 1 - NA 
Total MOUs for the year ending December 3 1,2002 - 
Total MOTJs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOTJs for the year ending December 3 1 , 2008 - 
Total revenue for the year ending December 3 1 , 2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1 , 2005 - 

22 



(cxlii) 
(cxliii) 
(cxliv) 

Total revenue for the year ending December 3 1 , 2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1 , 2008 - 

Local Switching - Originating 
(cxlv) 
(cxlvi) 
(cxlvii) 
(cxlviii) 
(cxlix) 
( 4  
(cli) 
(clii) 
(cliii) 
(cliv) 
(CW 
(chi) 
(clvii) 
(clviii) 
(clix) 
(CW 

Total MOUs for the year ending December 3 1 , 2001 - NA 
Total MOUs for the year ending December 3 1 2002 - 
Total MOUs for the year ending December 3 1 , 2003 - 
Total MOTJs for the year ending December 3 1 , 2004 - 
Total MOUs for the year ending December 3 1 , 2005 - 
Total MOUs for the year ending December 3 1 2006 - 
Total MOUs for the year ending December 3 1 , 2007 - 
Total MOUs for the year ending December 3 1 2008 - 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1 2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1 , 2004 - 
Total revenue for the year ending December 3 1 , 2005 - 
Total revenue for the year ending December 3 1 , 2006 - 
Total revenue for the year ending December 3 1 2007 - 
Total revenue for the year ending December 3 1 2008 - 

Local Transport - Tandem Switched Termination 
(clxi) 
(clxii) 
(clxiii) 
(clxiv) 
(clxv) 
(clxvi) 
(clxvii) 
(clxviii) 
(clxix) 
(clxx) 
(clxxi) 
(clxxii) 
(clxxiii) 
(clxxiv) 
(clxxv) 
(clxxvi) 

Total MOUs for the year ending December 3 1 200 1 - NA 
Total MOUs for the year ending December 3 1 2002 - 
Total MOTJs for the year ending December 3 1 2003 - 
Total MOUs for the year ending December 3 1 , 2004 - 
Total MOUs for the year ending December 3 1 2005 - 
Total MOUs for the year ending December 3 1 2006 - 
Total MOUs for the year ending December 3 1 2007 - 
Total MOUs for the year ending December 3 1 2008 - 
Total revenue for the year ending December 3 1 , 2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1 2003 - 
Total revenue for the year ending December 3 1 , 2004 - 
Total revenue for the year ending December 3 1 , 2005 - 
Total revenue for the year ending December 3 I ,  2006 - 
Total revenue for the year ending December 3 1 2007 - 
Total revenue for the year ending December 3 1 , 2008 - 

LT Tandem Switched Facility Orig 
(clxxvii) 
(clxxviii) 
(clxxix) 
(clxxx) 
(clxxxi) 

Total MOTJs for the year ending December 3 1 2001 - NA 
Total MOUs for the year ending December 3 1 , 2002 - 
Total MOUs for the year ending December 3 1 2003 - 
Total MOUs for the year ending December 3 1 , 2004 - 
Total MOUs for the year ending December 3 1 2005 - 
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(clxxxii) 
(clxxxiii) 
(clxxxiv) 
(clxxxv) 
(clxxxvi) 
(clxxxvii) 
(clxxxviii) 
(clxxxix) 
(cxc) 
(cxci) 
(cxcii) 

Total MOUs for the year ending December 3 1 , 2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1 , 2001 - NA 
Total revenue for the year ending December 3 1 , 2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1,2008 - 

LT Tandem Sw 
(cxciii) 
(cxciv) 
(cxcv) 
(cxcvi) 
(cxcvii) 
(cxcviii) 
(cxcix) 
(cc) - 
(cci) 
(ccii) 
(cciii) 
(cciv) 
(ccv) 
(ccvi) 
(ccvii) 
(ccviii) 

Total revenue for the year ending December 3 1,200 1 - NA 
Total revenue for the year ending December 3 1 , 2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1,2008 - 

LT Tandem Sw 
(ccix) 
(ccx) 
(ccxi) 
(ccxii) 
(ccxiii) 
(ccxiv) 
(ccxv) 
(ccxvi) 
(ccxvii) 
(ccxviii) 
(ccxix) 
(ccxx) 
(ccxxi) 
(ccxxii) 
(ccxxiii) 

itched Term 
Total MOUs 
Total MOUs 
Total MOUs 
Total MOUs 
Total MOUs 
Total MOUs 
Total MOUs 
Total MOUs 

iination 
for the year 
for the year 
for the year 
for the year 
for the year 
for the year 
for the year 
for the year 

ending 
ending 
ending 
ending 
ending 
ending 
ending 
ending 

December 
December 
December 
December 
D ecemb er 
December 
December 
December 

31, 
31, 
31, 
31, 
31, 
31, 
31, 
31, 

2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 

itched Termination - Term 
Total MOUs for the year ending December 3 1, 
Total MOUs for the year ending December 3 1, 
Total MOUs for the year ending December 3 1 , 
Total MOUs for the year ending December 3 1, 
Total MOTJs for the year ending December 3 1 , 
Total MOUs for the year ending December 3 1, 
Total MOTJs for the year ending December 3 1, 
Total MOUs for the year ending December 3 1 , 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 I 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 1 

2001 -NA 

,2001 - NA 
,2002 - 
, 2003 - 
, 2004 - 
,2005 - 
, 2006 - 
, 2007 - 
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(ccxxiv) Total revenue for the year ending December 3 1 , 2008 - 

Switched Termination - Orig 
Total MOUs for the year ending 
Total MOUs for the year ending 
Total MOUs for the year ending 
Total MOUs for the year ending 
Total MOUs for the year ending 
Total MOUs for the year ending 
Total MOUs for the year ending 
Total MOTJs for the year ending 

December 
December 
December 
December 
December 
December 
December 
December 

3 1, 
31, 
31, 
31, 
317 
31, 
31, 
31, 

200 I 
2002 
2003 
2004 
2005 
2006 
2007 
2008 

LT Tande 
(ccxxv) 
(ccxxvi) 
(ccxxvii) 
(ccxxviii) 
(ccxxix) 
(ccxxx) 
(ccxxxi) 
(ccxxxii) 
(ccxxxiii) 
(ccxxxiv) 
(ccxxxv) 
(ccxxxvi) 
(ccxxxvii) 
(ccxxxviii) 
(ccxxxix) 
(ccxl) 

Total revenue for the year ending December 3 1 , 2001 - NA 
Total revenue for the year ending December 3 1 , 2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1 , 2004 - 
Total revenue for the year ending December 3 1 , 2005 - 
Total revenue for the year ending December 3 1 , 2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1 , 2008 - 

LT Tand 
(ccxli) 
(ccxlii) 
(ccxliii) 
(ccxliv) 
(ccxlv) 
(ccxlvi) 
(ccxlvii) 
(ccxlviii) 
(ccxlix) 
(eel) 
(ccli) 
(cclii) 
(ccliii) 
(ccliv) 
(cclv) 
(cclvi) 

lem Switched Termination - Term 
Total MOUs for the year ending December 3 1 , 2001 - 
Total MOUs for the year ending December 3 1 , 2002 - 
Total MOTJs for the year ending December 3 1 , 2003 - 
Total MOTJs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1 , 2005 - 
Total MOUs for the year ending December 3 1 , 2006 - 
Total MOUs for the year ending December 3 1 , 2007 - 
Total MOUs for the year ending December 3 1 , 2008 - 
Total revenue for the year ending December 3 1 , 2001 
Total revenue for the year ending December 3 1 , 2002 
Total revenue for the year ending December 3 1 , 2003 
Total revenue for the year ending December 3 1 , 2004 
Total revenue for the year ending December 3 1 , 2005 
Total revenue for the year ending December 3 1 , 2006 
Total revenue for the year ending December 3 1 , 2007 
Total revenue for the year ending December 3 1 , 2008 

NA 

NA 

LT Tandem Switched Transport 
(cclvii) 
(cclviii) 
(cclix) 
(cclx) 
(cclxi) 
(cclxii) 

Total MOUs for the year ending December 3 1 , 200 1 - NA 
Total MOUs for the year ending December 3 1 , 2002 - 
Total MOUs for the year ending December 3 1 , 2003 - 
Total MOUs for the year ending December 3 1 , 2004 - 
Total MOUs for the year ending December 3 1 , 2005 - 
Total MOUs for the year ending December 3 1 , 2006 - 
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(cclxiii) 
(cclxiv) 
(cclxv) 
(cclxvi) 
(cclxvii) 
(cclxviii) 
(cclxix) 
(cclxx) 
(cclxxi) 
(cclxxii) 

Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1 , 2004 - 
Total revenue for the year ending December 3 1,200.5 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1,2008 - 

LT Tandem Switching -Terminating 
(cclxxiii) 
(cclxxiv) 
(cclxxv) 
(cclxxvi) 
(cclxxvii) 
(cclxxviii) 
(cclxxix) 
(cclxxx) 
(cclxxxi) 
(cclxxxii) 
(cclxxxiii) 
(cclxxxiv) 
(cclxxxv) 
(cclxxxvi) 
(cclxxxvii) 
(cclxxxviii) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1 2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,200.5 - 
Total revenue for the yeas ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the yeas ending December 3 1 , 2008 - 

~ 

LT Tandem Switching Originating 
(cclxxxix) 
(ccxc) 
(ccxci) 
(ccxcii) 
(ccxciii) 
(ccxciv) 
(ccxcv) 
(ccxcvi) 
(ccxcvii) 
(ccxcviii) 
(ccxcix) 
(ccc) 
(ccci) 
(cccii) 
(ccciii) 
(ccciv) 

Total MOUs for the year ending December 3 1 2001 - NA 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1 2008 - 
Total revenue for the year ending December 3 1,2001 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
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(cccv) Total revenue for the year ending December 3 1 2008 - - 
Paging - Tandem Originating 
(cccvi) 
(cccvii) 
(cccviii) 
(cccix) 
(cccx) 
(cccxi) 
(cccxii) 
(cccxiii) 
(cccxiv) 
(cccxv) 
(cccxvi) 
(cccxvii) 
(cccxviii) 
(cccxix) 
(cccxx) 
(cccxxi) 

Total MOUs for the year ending December 3 1 2001 - NA 
Total MOUs for the year ending December 3 1,2002 - 
Total MOTJs for the year ending December 3 1,2003 - 
Total MOTJs for the year ending December 3 1 2004 - NA 
Total MOUs for the year ending December 3 1 2005 - NA 
Total MOUs for the year ending December 3 1, 2006 - NA 
Total MOUs for the year ending December 3 1,2007 - NA 
‘Total MOUs for the year ending December 3 1, 2008 - NA 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1 2004 - NA 
Total revenue for the year ending December 3 1,2005 - NA 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1 2008 - NA 

L 

Tandem Switched Transport - Orig 
(cccxxii) 
(cccxxiii) 
(cccxxiv) 
(cccxxv) 
(cccxxvi) 
(cccxxvii) 
(cccxxviii) 
(cccxxix) 

Total MOUs for the year ending 
Total MOUs for the year ending 
Total MOUs for the year ending 
Total MOUs for the year ending 
Total MOUs for the year ending 
Total MOUs for the year ending 
Total MOUs for the year ending 
Total MOTJs for the year ending 

December 3 1 
December 3 1 
December 3 1 
December 3 1, 
December 3 1 
December 3 1 
December 3 1 
December 3 1 

200 1 
2002 
2003 
2004 
2005 
2006 
2007 
2008 

(cccxxx) 
(cccxxxi) 
(cccxxxii) 
(cccxxxiii) 
(cccxxxiv) 
(cccxxxv) 
(cccxxxvi) 
(cccxxxvii) 

- 
Total revenue for the year ending December 3 1 2001 - 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1 2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1,2008 - 

Tandem Switched Transport - Term 
(cccxxxviii) 
(cccxxxix) 

(cccxli) 
(cccxlii) 
(cccxliii) 
(cccxliv) 

(cccxl) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1 2002 - 
Total MOTJs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1 2004 - 
Total MOTJs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1 2006 - 
Total MOTJs for the year ending December 3 1,2007 - 
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(cccxlv) 
(cccxlvi) 
(cccxlvii) 
(cccxlviii) 
(cccxlix) 
(cccl) 
(cccli) 
(ccclii) 
(cccliii) 

Tandem S 
(cccliv) 
(ccclv) 
(ccclvi) 
(ccclvii) 
(ccclviii) 
(ccclix) 

(ccclxi) 
(ccclxii) 
(ccclxiii) 
(ccclxiv) 
(ccclxv) 
(ccclxvi) 
(ccclxvii) 
(ccclxviii) 
(ccclxix) 

(ccclx) 

lwitc 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

:hed TI 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 3 1 2008 - 
revenue for the year ending December 3 I ,  2001 
revenue for the year ending December 3 1 2002 
revenue for the year ending December 3 1 2003 
revenue for the year ending December 3 1 2004 
revenue for the year ending December 3 1 2005 
revenue for the year ending December 3 1 2006 
revenue for the year ending December 3 1,2007 
revenue for the year ending December 3 1,2008 

Tandem Switching Orig 

-ansport - Termination 
MOUs for the year ending December 3 1 2001 - 
MOUs for the year ending December 3 1,2002 - 
MOUs for the year ending December 3 1,2003 - 
MOUs for the year ending December 3 1 2004 - 
MOUs for the year ending December 3 1 2005 - 
MO'lJs for the year ending December 3 1 2006 - 
MOUs for the year ending December 3 1 2007 - 
MOUs for the year ending December 3 1 2008 - 
revenue for the year ending December 3 1,2001 
revenue for the year ending December 3 1 2002 
revenue for the year ending December 3 1,2003 
revenue for the year ending December 3 1,2004 
revenue for the year ending December 3 1,2005 
revenue for the year ending December 3 1,2006 
revenue for the year ending December 3 1,2007 
revenue for the year ending December 3 1,2008 

(ccclxx) 
(ccclxxi) 
(ccclxxii) 
(ccclxxiii) 
(ccclxxiv) 
(ccclxxv) 
(ccclxxvi) 
(ccclxxvii) 
(ccclxxviii) 
(ccclxxix) 
(ccclxxx) 
(ccclxxxi) 
(ccclxxxii) 
(ccclxxxiii) 
(ccclxxxiv) 
(ccclxxxv) 

NA 

Total MOUs for the year ending December 3 1 2001 - NA 
Total MOUs for the year ending December 3 1 2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1 2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1 2006 - NA 
Total MOUs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 1 2008 - NA 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1 , 2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1 2004 - 
Total revenue for the year ending December 3 1 2005 - 
Total revenue for the year ending December 3 1 2006 - NA 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1 2008 - NA 

L 
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(cccxcii) 
(cccxciii) 
(cccxciv) 
(cccxcv) 
(cccxcvi) 
(cccxcvii) 
(cccxcviii) 
(cccxcix) 
(cd) 
(cdi) 

Tandem Switching Term 
(ccclxxxvi) 
(ccclxxxvii) 
(ccclxxxviii) 
(ccclxxxix) 
(cccxc) 
(cccxci) 

Total MOUs for the year ending December 3 1,200 1 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 I ,  2005 - 
Total MOUs for the year ending December 3 1 2006 - NA 
Total MOUs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 1 2008 - NA 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 I ,  2003 - NA 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1 2006 - NA 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

w 

ICI 

Transit Traffic 
(cdii) 
(cdiii) 
(cdiv) 
(cdv) 
(cdvi) 
(cdvii) 
(cdviii) 
(cdix) 
(cdx) 
(cdxi) 
(cdxii) 
(cdxiii) 
(cdxiv) 
(cdxv) 
(cdxvi) 
(cdxvii) 

Total MOTJs for the year ending December 3 1,2001 - 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 I ,  2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1 2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,200 1 - 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1,2008 - 

Transport Facility Originating 
(cdxviii) 
(cdxix) 
(cdxx) 
(cdxxi) 
(cdxxii) 
(cdxxiii) 
(cdxxiv) 
(cdxxv) 
(cdxxvi) 

Total MOUs for the year ending December 3 1,200 1 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOUs for the year ending December 3 1 2003 - NA 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1 2005 - 
Total MOUs for the year ending December 3 1,2006 - NA 
Total MOUs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 1 2008 - NA 
Total revenue for the year ending December 3 1,2001 - NA 

L 
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(cdxxvii) 
(cdxxviii) 
(cdxxix) 
(cdxxx) 
(cdxxxi) 
(cdxxxii) 
(cdxxxiii) 

Total revenue for the year ending December 3 1 2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1 2004 - 
Total revenue for the year ending December 3 1 2005 - 
Total revenue for the year ending December 3 1 2006 - NA 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

L 

Transport Termination Orig 
(cdxxxiv) 
(cdxxxv) 
(cdxxxvi) 
(cdxxxvii) 
(cdxxxviii) 
(cdxxxix) 
(cdxl) 
(cdxli) 
(cdxlii) 
(cdxliii) 
(cdxliv) 
(cdxlv) 
(cdxlvi) 
(cdxlvii) 
(cdxlviii) 
(cdxlix) 

Total MOUs for the year ending December 3 1 2001 - NA 
Total MOUs for the year ending December 3 1 2002 - NA 
Total MOUs for the year ending December 3 1 2003 - NA 
Total MOUs for the year ending December 3 1 2004 - 
Total MOUs for the year ending December 3 1 2005 - 
Total MOUs for the year ending December 3 1 2006 - NA 
Total MOUs for the year ending December 3 1 2007 - NA 
Total MOUs for the year ending December 3 1 2008 - NA 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1 2002 - NA 
Total revenue for the year ending December 3 1 2003 - NA 
Total revenue for the year ending December 3 1 2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1 2006 - NA 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1 2008 - NA 

Transport Termination Term 
(cdl) 
(cdli) 
(cdlii) 
(cdliii) 
(cdliv) 
(cdlv) 
(cdlvi) 
(cdlvii) 
(cdlviii) 
(cdlix) 
(cdlx) 
(cdlxi) 
(cdlxii) 
(cdlxiii) 
(cdlxiv) 
(cdlxv) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1 2005 - 
Total MOUs for the year ending December 3 1,2006 - NA 
Total MOUs for the year ending December 3 1 2007 - NA 
Total MOUs for the year ending December 3 1 2008 - NA 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1 2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1 2008 - NA 

Unbundled Prem Local Switching Term 
(cdlxvi) Total MOUs for the year ending December 3 1,2001 - NA 
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(cdlxvii) 
(cdlxviii) 
(cdlxix) 
(cdlxx) 
(cdlxxi) 
(cdlxxii) 
(cdlxxiii) 
(cdlxxiv) 
(cdlxxv) 
(cdlxxvi) 
(cdlxxvii) 
(cdlxxviii) 
(cdlxxix) 
(cdlxxx) 
(cdlxxxi) 

Total MOUs for the year ending December 3 1 2002 - 
Total MOUs for the year ending December 3 1 2003 - 
Total MOUs for the year ending December 3 1 2004 - 
Total MOTJs for the year ending December 3 1 2005 - 
Total MOUs for the year ending December 3 1 2006 - 
Total MOUs for the year ending December 3 1 2007 - 
Total MOUs for the year ending December 3 1 2008 - 
Total revenue for the year ending December 3 1 2001 - 
Total revenue for the year ending December 3 1 2002 - 
Total revenue for the year ending December 3 1 2003 - 
Total revenue for the year ending December 3 1 2004 - 
Total revenue for the year ending December 3 1 2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1 2007 - 
Total revenue for the year ending December 3 1 2008 - 

, N A  

WRLS Direct InterMTA Rate 
(cdlxxxii) 
(cdlxxxiii) 
(cdlxxxiv) 
(cdlxxxv) 
(cdlxxxvi) 
(cdlxxxvii) 
(cdlxxxviii) 
(cdlxxxix) 
(cdxc) 
(cdxci) 
(cdxcii) 
(cdxciii) 
(cdxciv) 
(cdxcv) 
(cdxcvi) 
(cdxcvii) 

Total MOUs for the year ending December 3 1 2001 - NA 
Total MOTJs for the year ending December 3 1 2002 - NA 
Total MOUs for the year ending December 3 1 2003 - NA 
Total MOUs for the year ending December 3 1 2004 - NA 
Total MOUs for the year ending December 3 1 2005 - NA 
Total MOUs for the year ending December 3 1 2006 - 
Total MOUs for the year ending December 3 1 2007 - 
Total MOUs for the year ending December 3 1 2008 - 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1 2002 - NA 
Total revenue for the year ending December 3 1 2003 - NA 
Total revenue for the year ending December 3 1 2004 - NA 
Total revenue for the year ending December 3 1 2005 - NA 
Total revenue for the year ending December 3 1 2006 - 
Total revenue for the year ending December 3 1 2007 - 
Total revenue for the year ending December 3 1 2008 - 

End office Direct Trunk Port - DS1 
(cdxcviii) 
(cdxcix) 
( 4  
(di) 
(dii) 
(diii) 
(div) 
(dv) 
(dvi) 
(dvii) 
(dviii) 

Total TJnits for the year ending December 3 1 2001 - NA 
Total Units for the year ending December 3 1 2002 - NA 
Total Units for the year ending December 3 1 2003 - NA 
Total Units for the year ending December 3 1 2004 - 
Total Units for the year ending December 3 1 2005 - NA 
Total Units for the year ending December 3 1 2006 - NA 
Total Units for the year ending December 3 1 2007 - NA 
Total Units for the year ending December 3 1 2008 - NA 
Total revenue for the year ending December 3 1,200 1 -NA 
Total revenue for the year ending December 3 1 2002 - NA 
Total revenue for the year ending December 3 1 2003 - NA 
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(dix) 
(dx) 
(dxi) 
(dxii) 
(dxiii) 

Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - NA 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

Entrance Facility DS1 
(dxiv) 
(dxv) 
(dxvi) 
(d xvii) 
(dxviii) 
(dxix) 
(dxx) 
(dxxi) 
(dxxii) 
(dxxiii) 
(dxxiv) 
(dxxv) 
(dxxvi) 
(dxxvii) 
(dxxviii) 
(dxxix) 

Total Units for the year ending December 3 1 2001 - NA 
Total Units for the year ending December 3 1 2002 - 
Total Units for the year ending December 3 1 2003 - 
Total Units for the year ending December 3 1 2004 - 
Total Units for the year ending December 3 1 2005 - 
Total Units for the year ending December 3 1,2006 - 
Total Units for the year ending December 3 1,2007 - 
Total Units for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 I ,  2007 - 
Total revenue for the year ending December 3 1,2008 - 

I 
Entrance Facility DS3 Electrical 
(dxxx) 
(dxxxi) 
(dxxxii) 
(dxxxiii) 
(dxxxiv) 
(dxxxv) 
(dxxxvi) 
(dxxxvii) 
(dxxxviii) 
(dxxxix) 
(dx9 
(dxli) 
(dxlii) 
(dxliii) 
(dxliv) 
(dxlv) 

Total Units for the year ending December 3 1,200 1 - NA 
Total Units for the year ending December 3 1 2002 - 
Total Units for the year ending December 3 I ,  2003 - 
Total Units for the year ending December 3 1,2004 - 
Total Units for the year ending December 3 1,2005 - 
Total Units for the year ending December 3 1 2006 - 
Total Units for the year ending December 3 1 2007 - 
Total Units for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,200 
Total revenue for the year ending December 3 1, 2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1, 2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1, 2008 - 

LT Entrance Facility - DS1, First System 
(dxlvi) 
(dxlvii) 
(dxlviii) 

Total Units for the year ending December 3 1,200 1 - NA 
Total Units for the year ending December 3 1 2002 - 
Total TJnits for the year ending December 3 1,2003 - 
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(dxlix) 

(dli) 
(dlii) 
(dliii) 
(dliv) 
(dW 
(dlvi) 
(dlvii) 
(dlviii) 
(dlix) 
(dW 
(dlxi) 

(dl) c Total Units for the year ending December 3 1 , 2004 - 
Total Units for the year ending December 3 1 , 2005 - 
Total Units for the year ending December 3 1,2006 - 
Total Units for the year ending December 3 1 , 2007 - 
Total Units for the year ending December 3 1 , 2008 - 
Total revenue for the year ending December 3 1 , 2001 - NA 
Total revenue for the year ending December 3 1 , 2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1 , 2004 - 
Total revenue for the year ending December 3 1 , 2005 - 
Total revenue for the year ending December 3 1 , 2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1 , 2008 - 

LT Entrance Facility 2W Voice Grade 
(dlxii) 
(dlxiii) 
(dlxiv) 
(dlxv) 
(dlxvi) 
(dlxvii) 
(dlxviii) 
(dlxix) 
(dlxx) 
(dlxxi) 
(dlxxii) 
(dlxxiii) 
(dlxxiv) 
(dlxxv) 
(dlxxvi) 
(dlxxvii) 

Total Units for the year ending December 3 1 , 2001 - NA 
Total Units for the year ending December 3 1 , 2002 - NA 
Total Units for the year ending December 3 1 , 2003 - 
Total Units for the year ending December 3 1,2004 - 
Total Units for the year ending December 3 1,2005 - 
Total Units for the year ending December 3 1 , 2006 - 
Total Units for the year ending December 3 1,2007 - 
Total Units for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1 , 200 
Total revenue for the year ending December 3 1 , 2002 - NA 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1 , 200.5 - 
Total revenue for the year ending December 3 1 , 2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1 , 2008 - 

LT Entrance Facility DS3, First 1/4 Mile 
(dlxxviii) 
(dlxxix) 
(dlxxx) 
(dlxxxi) 
(dlxxxii) 
(dlxxxiii) 
(dlxxxiv) 
(dlxxxv) 
(dlxxxvi) 
(dlxxxvii) 
(dlxxxviii) 
(dlxxxix) 
(dxc) 

Total Units for the year ending December 3 1,2001 - NA 
Total Units for the year ending December 3 1 , 2002 - 
Total Units for the year ending December 3 1,2003 - 
Total Units for the year ending December 3 1 , 2004 - 
Total lJnits for the year ending December 3 1 , 2005 - 
Total Units for the year ending December 3 1 , 2006 - 
Total Units for the year ending December 3 1,2007 - 
Total lJnits for the year ending December 3 1 , 2008 - 
Total revenue for the year ending December 3 1 , 2001 - 
Total revenue for the year ending December 3 1 , 2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1 , 2004 - 
Total revenue for the year ending December 3 1 , 2005 - 
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(dxci) 
(dxcii) 
(dxciii) 

Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1,2008 - 

Windstream West Intrastate Switched Access Rate Elements - 

800/877/888 Database Query Basic 
(dxciv) 
(dxcv) 
(dxcvi) 
(dxcvii) 
(dxcviii) 
(dxcix) 
(dc) 
(dci) 
(dcii) 
(dciii) 
(dciv) 
(dcv) 
(dcvi) 
(dcvii) 
(dcviii) 
(dcix) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1,2004 - NA 
Total MOUs for the year ending December 3 1,2005 - NA 
Total MOUs for the year ending December 3 1,2006 - NA 
Total MOUs for the year ending December 3 1,2007 - NA 
Total MOTJs for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1 , 2002 - NA 
Total revenue for the year ending December 3 1 , 2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1 , 2005 - NA 
Total revenue for the year ending December 3 1 , 2006 - NA 
Total revenue for the year ending December 3 1 , 2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

Carrier 

(dcxi) 
(dcxii) 
(dcxiii) 
(dcxiv) 
(dcxv) 
(dcxvi) 
(dcxvii) 
(dcxvii i) 
(dcxix) 
(dcxx) 
(dcxxi) 
(dcxxii) 
(dcxxiii) 
(dcxxiv) 
(dcxxv) 

(dcx) 
Comm on Line Service 

Total MOUs for the year ending December 3 1 , 
Total MOUs for the year ending December 3 1, 
Total MOUs for the year ending December 3 1, 
Total MOUs for the year ending December 3 1 , 
Total MOUs for the year ending December 3 1, 
Total MOUs for the year ending December 3 1, 
Total MOUs for the year ending December 3 1, 
Total MOUs for the year ending December 3 1, 
Total revenue for the year ending December 3 I 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 I 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 I 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 1 

2001 - 
2002 - 
2003 - 
2004 - 
2005 - 
2006 - 
2007 - 
2008 - 
, 2001 
,2002 
,2003 
,2004 
,2005 
,2006 
,2007 
,2008 

Directory Surcharge 
(dcxxvi) 
(dcxxvii) 

Total MOUs for the year ending December 3 1,2001 - 
Total MOUs for the year ending December 3 1,2002 - 
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(dcxxviii) 
(dcxxix) 
(dcxxx) 
(dcxxxi) 
(dcxxxii) 
(dcxxxiii) 
(dcxxxiv) 
(dcxxxv) 
(dcxxxvi) 
(dcxxxvii) 
(dcxxxviii) 
(dcxxxix) 
(dcxl) 
(dcxli) 

Total 
Total 
Total 
Tot a1 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOTJs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 

2003 - 
2004 - 
2005 - 
2006 - 
2007 - 
2008 - 
, 2001 
, 2002 
, 2003 
, 2004 
, 200s 
, 2006 
, 2007 
, 2008 

Indirect InterMTA Rate 
(dcxlii) 
(dcxliii) 
(dcxliv) 
(dcxlv) 
(dcxlvi) 
(dcxlvii) 
(dcxlviii) 
(dcxlix) 
(dc0 
(dcli) 
(dclii) 
(dcliii) 
(dcliv) 
(dclv) 
(dclvi) 
(dclvii) 

Total MOUs for the year ending December 3 1 , 200 1 - NA 
Total MOUs for the year ending December 3 1 , 2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1 , 2004 - NA 
Total MOUs for the year ending December 3 1 , 2005 - NA 
Total MOUs for the year ending December 3 1 , 2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1 , 2008 - 
Total revenue for the year ending December 3 1 , 2001 - NA 
Total revenue for the year ending December 3 1 , 2002 - NA 
Total revenue for the year ending December 3 1 , 2003 - NA 
Total revenue for the year ending December 3 1 , 2004 - NA 
Total revenue for the year ending December 3 1 , 2005 - NA 
Total revenue for the year ending December 3 1 , 2006 - 
Total revenue for the year ending December 3 1 , 2007 
Total revenue for the year ending December 3 1 , 2008 

~ 

LOC Trans Residual Interconnection Charge 
(dclviii) 
(dclix) 
(dclx) 
(dclxi) 
(dclxii) 
(dclxiii) 
(dclxiv) 
(dclxv) 
(dclxvi) 
(dclxvii) 
(dclxviii 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 31,2001 - 
MOUs for the year ending December 3 1,2002 - 
MOUs for the year ending December 3 1 , 2003 - 
MOUs for the year ending December 3 1 , 2004 - 
MOUs for the year ending December 3 1 , 2005 - 
MOUs for the year ending December 3 1 , 2006 - 
MOUs for the year ending December 3 1 , 2007 - 
MOUs for the year ending December 3 1,2008 - 
revenue for the year ending December 3 1 , 2001 
revenue for the year ending December 3 1 , 2002 
revenue for the year ending December 3 1 , 2003 

35 



(dclxix) 
(dclxx) 
(dclxxi) 
(dclxxii) 
(dclxxiii) 

Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1 , 2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 I ,  2007 - 
Total revenue for the year ending December 3 1,2008 - 

Local Switching - Originating 
(dclxxiv) 
(dclxxv) 
(dclxxvi) 
(dclxxvii) 
(dclxxviii) 
(dclxxix) 
(dclxxx) 
(dclxxxi) 
(dclxxxii) 
(dclxxxiii) 
(dclxxxiv) 
(dclxxxv) 
(dclxxxvi) 
(dclxxxvii) 
(dclxxxviii) 
(dclxxxix) 

Total MOUs for the year ending December 3 1 , 2001 - 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOIJs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1 , 2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,2001 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1 , 2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1 , 2008 - 

Local Transport - Tandem Switched Termination 
(dcxc) 
(dcxci) 
(dcxcii) 
(dcxciii) 
(dcxciv) 
(dcxcv) 
(dcxcvi) 
(dcxcvii) 
(dcxcviii) 
(dcxcix) 
(dcc) 
(dcci) 
(dccii) 
(dcciii) 
(dcciv) 
(dccv) 

Total MOUs for the year ending December 3 1 , 2001 - 
Total MOUs for the year ending December 3 1 , 2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1 , 2006 - 
Total MOUs for the year ending December 3 I ,  2007 - 
Total MOUs for the year ending December 3 1 , 2008 - 
Total revenue for the year ending December 3 1 , 200 1 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1,2008 - 

Local Transport - Tandem Switched Facility 
(dccvi) 
(dccvii) 
(dccviii) 

Total MOUs for the year ending December 3 1,2001 - 
Total MOUs for the year ending December 3 1 , 2002 - 
Total MOTJs for the year ending December 3 1,2003 - 
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(dccix) 
(dccx) 
(dccxi) 
(dccxii) 
(dccxiii) 
(dccxiv) 
(dccxv) 
(dccxvi) 
(dccxvii) 
(dccxviii) 
(dccxix) 
(dccxx) 
(dccxxi) 

L,T Tandem 
(dccxxii) 
(dccxxiii) 
(dccxxiv) 
(dccxxv) 
(dccxxvi) 
(dccxxvii) 
(dccxxviii) 
(dccxxix) 
(dccxxx) 
(dccxxxi) 
(dccxxxii) 
(dccxxxiii) 
(dccxxxiv) 
(dccxxxv) 
(dccxxxvi) 
(dccxxxvii) 

LT Tandem 
(dccxxxviii) 
(dccxxxix) 
(dccxl) 
(dccxli) 
(dccxlii) 
(dccxliii) 
(dccxliv) 
(dccxlv) 
(dccxlvi) 
(dccxlvii) 
(dccxlviii) 
(dccxlix) 
(dccl) 

SVr 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
To tal 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 3 1 2004 - 
MOUs for the year ending December 3 1,2005 - 
MOUs for the year ending December 3 1 2006 - 
MOUs for the year ending December 3 1,2007 - 
MOLJs for the year ending December 3 1,2008 - 
revenue for the year ending December 3 1,2001 - 
revenue for the year ending December 3 1,2002 - 
revenue for the year ending December 3 1,2003 - 
revenue for the year ending December 3 1 2004 - 
revenue for the year ending December 3 1 2005 - 
revenue for the year ending December 3 1,2006 - 
revenue for the year ending December 3 1,2007 - 
revenue for the year ending December 3 1,2008 - 

{itched Termination - Term 
Total MOUs for the year ending December 3 1,2001 - 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1 2003 - 
Total MOTJs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1 2006 - 
Total MOUs for the year ending December 3 1 2007 - 
Total MOUs for the year ending December 3 1 2008 - 
Total revenue for the year ending December 3 1,2001 
Total revenue for the year ending December 3 1 2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1 2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1,2008 - 

Switched Transport 
Total MOUs for the year ending December 3 1,2001 - 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1 2004 - 
Total MOUs for the year ending December 3 1 2005 - 
Total MOUs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,2001 
Total revenue for the year ending December 3 1,2002 
Total revenue for the year ending December 3 1,2003 
Total revenue for the year ending December 3 I ,  2004 
Total revenue for the year ending December 3 1,2005 
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(dccli) 
(dcclii) 
(dccliii) 

Total revenue for the year ending December 3 1,2006 
Total revenue for the year ending December 3 1,2007 
Total revenue for the year ending December 3 1,2008 

Tandem Switched Transport - Orig 
(dccliv) 
(dcclv) 
(dcclvi) 
(dcclvii) 
(dcclviii) 
(dcclix) 
(dcclx) 
(dcclxi) 
(dcclxii) 
(dcclxiii) 
(dcclxiv) 
(dcclxv) 
(dcclxvi) 
(dcclxvii) 
(dcclxviii) 
(dcclxix) 

Total MOUs for the year ending December 3 1,2001 - 
Total MOUs for the year ending December 3 1,2002 - 
Total MOTJs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 I ,  2008 - 
Total revenue for the year ending December 3 1,2001 
Total revenue for the year ending December 3 1,2002 
Total revenue for the year ending December 3 1,2003 
Total revenue for the year ending December 3 1,2004 
Total revenue for the year ending December 3 1,2005 
Total revenue for the year ending December 3 1,2006 
Total revenue for the year ending December 3 1,2007 
Total revenue for the year ending December 3 1,2008 

Tandem Sw 
(dcclxx) 
(dcclxxi) 
(dcclxxii) 
(dcclxxiii) 
(dcclxxiv) 
(dcclxxv) 
(dcclxxvi) 
(dcclxxvii) 
(dcclxxviii) 
(dcclxxix) 
(dcclxxx) 
(dcclxxxi) 
(dcclxxxii) 
(dcclxxxiii) 
(dcclxxxiv) 
(dcclxxxv) 

,itched Transport - Termination 
Total MOUs for the year ending December 3 1, 
Total MOUs for the year ending December 3 1, 
Total MOTJs for the year ending December 3 1, 
Total MOUs for the year ending December 3 1, 
Total MOUs for the year ending December 3 I ,  
Total MOUs for the year ending December 3 1, 
Total MOUs for the year ending December 3 1, 
Total MOTJs for the year ending December 3 1, 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 1 
Total revenue for the year ending Decernber 3 1 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 1 
Total revenue for the year ending December 3 1 

2001 - 
2002 - 
2003 - 
2004 - 
200s - 
2006 - 
2007 - 
2008 - 
,2001 
,2002 
,2003 
,2004 
,200s 
,2006 
,2007 
,2008 

Transit Traffic 
(dcclxxxvi) 
(dcclxxxvii) 
(dcclxxxviii) 
(dcclxxxix) 

Total MOTJs for the year ending December 31,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOTJs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
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(dccxc) 
(dccxci) 
(dccx ci i ) 
(dccxciii) 
(dccxciv) 
(dccxcv) 
(dccxcvi) 
(dccxcvii) 
(dccxcviii) 
(dccxcix) 
(dccc) 
(dccci) 

Unbundlec 
(dcccii) 
(dccciii) 
(dccciv) 
(dcccv) 
(dcccvi) 
(dcccvii) 
(dcccviii) 
(dcccix) 
(dcccx) 
(dcccxi) 
(dcccxii) 
(dcccxiii) 
(dcccxiv) 
(dcccxv) 
(dcccxvi) 
(dcccxvii) 

3 Pre 

Total MOUs for the year ending December 3 1,2005 - 
Total MOTJs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1,2007 - NA 
Total MOTJs for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 1,200 1 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

I 
m Local Switching Term 
Total MOUs for the year ending December 3 1,2001 - 
Total MOTJs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOTJs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1 2007 - 
Total MOUs for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1 2001 
Total revenue for the year ending December 3 1,2002 
Total revenue for the year ending December 3 1 2003 
Total revenue for the year ending December 3 1,2004 
Total revenue for the year ending December 3 1 2005 
Total revenue for the year ending December 3 1,2006 
Total revenue for the year ending December 3 1,2007 
Total revenue for the year ending December 3 1 2008 

WRLS Direct InterMTA Rate 
(dcccxviii) 
(dcccxix) 
(dcccxx) 
(dcccxxi) 
(dcccxxii) 
(dcccxxiii) 
(dcccxxiv) 
(dcccxxv) 
(dcccxxvi) 
(dcccxxvii) 
(dcccxxviii) 
(dcccxxix) 
(dcccxxx) 
(dcccxxxi) 

Total MOTJs for the year ending December 3 1,200 1 - NA 
Total MOUs for the year ending December 3 1 2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1,2004 - NA 
Total MOUs for the year ending December 3 1,2005 - NA 
Total MOUs for the year ending December 3 1 2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1 2008 - 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1 2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1 2005 - NA 
Total revenue for the year ending December 3 1,2006 - = 
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(dcccxxxii) 
(dcccxxxiii) 

Total revenue for the year ending December 3 1 2007 - 
Total revenue for the year ending December 3 1 2008 - 

LT Entrance Facility - DS1, First System 
(dcccxxxiv) 
(dcccxxxv) 
(dcccxxxvi) 
(dcccxxxvii) 
(dcccxxxviii) 
(dcccxxxix) 
(dcccxl) 
(dcccxli) 
(dcccxlii) 
(dcccxliii) 
(dcccxliv) 
(dcccxlv) 
(dcccxlvi) 
(dcccxlvii) 
(dcccxlviii) 
(dcccxlix) 

Total Units for the year ending December 3 1,200 1 - NA 
Total Units for the year ending December 3 1,2002 - NA 
Total Units for the year ending December 3 1 2003 - NA 
Total Units for the year ending December 3 1 2004 - NA 
Total Units for the year ending December 3 1 2005 - NA 
Total TJnits for the year ending December 3 1 2006 - NA 
Total Units for the year ending December 3 1 2007 - NA 
Total Units for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1 2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1,2005 - NA 
Total revenue for the year ending December 3 1 2006 - NA 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1,2008 - 

Windstream East / Windstream West Respondent: Cesar Caballero 

40 



9. Please provide Windstream’s total Kentucky interstate switched access revenues and 
minutes of use (“MOUs”) for each year from 2001 through 2007, and for 2008, if 
available. In addition, please provide the following information for each rate element or 
rate category underlying the revenue for each of those years. (Examples of rate elements 
are Local Switching, DS UDS3 Entrance Facility, Tandem Transport, Dedicated Tandem 
Trunk Port, Ilost/Remote Transport, Direct Trunk Transport, Transport Multiplexing, and 
any other applicable switched access rate category based on Windstream’s current 
interstate switched access tariff in Kentucky.) 

(a) 

(b) 

in the tariff. 

the current interstate switched access rate, the interstate MOUs, and the interstate 
switched access revenues for each rate element or rate category; and 
if the quantities for any rate element or rate category are not measured in terms of 
MOUs, please provide them in terms of the actual unit of measurement specified 

RESPONSES: This question is overly broad and burdensome, seeks information for 
Windstream East prior to the time that it began operating in Kentucky, seeks information that is 
interstate and irrelevant, and is in excess of a reasonable number of discovery questions that 
should be allowed under law. Without waiving the foregoing objections, Windstream East and 
Windstream West state as follows and note that ”NA” denotes information that is not available in 
the form or for the time period requested: 

Windstream East Interstate Switched Access Rate Elements - 
800/877/888 Database Query Basic 

(dcccl) 
(dcccli) 
(dccclii) 
(dcccliii) 
(dcccliv) 
(dccclv) 
(d ccclvi ) 
(dccclvii) 
(dccclviii) 
(dccclix) 
(dccclx) 
(dccclxi) 
(dccclxii) 
(dccclxiii) 
(dccclxiv) 
(dccclxv) 

Total MOUs for the year ending December 3 1 , 2001 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOUs for the year ending December 3 1 , 2003 - NA 
Total MOUs for the year ending December 3 1,2004 - NA 
Total MOUs for the year ending December 3 1,2005 - NA 
Total MOUs for the year ending December 3 1 , 2006 - NA 
Total MOUs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 1,200 1 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1,2005 - NA 
Total revenue for the year ending December 3 I ,  2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1,2008 -NA 

CCL Premium Originating 
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(dccclxvi) 
(dccclxvii) 
(dccclxviii) 
(dccclxix) 
(dccclxx) 
(dccclxxi) 
(dccclxxii) 
(dccclxxiii) 
(dccclxxiv) 
(dccclxxv) 
(dccclxxvi) 
(dccclxxvii) 
(dccclxxviii) 
(dccclxxix) 
(dccclxxx) 
(dccclxxxi) 

Total MOUs for the year ending December 3 1,200 1 - NA 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - NA 
Total MOUs for the year ending December 3 1,2006 - NA 
Total MOUs for the year ending December 3 1 , 2007 - NA 
Total MOUs for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - $0 
Total revenue for the year ending December 3 1,2005 - NA 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1 , 2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

II 

I 

End Office Switching Orig 

(dccclxxxii) 
(dccclxxxiii) 
(dccclxxxiv) 
(dccclxxxv) 
(dccclxxxvi) 
(dccclxxxvii) 
(dccclxxxviii) 
(dccclxxxix) 
(dcccxc) 
(dcccxci) 
(dcccxcii) 
(dcccxciii) 
(dcccxciv) 
(dcccxcv) 
(dcccxcvi) 
(dcccxcvii) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - NA 
Total MOUs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

m 

L 

End Office Switching Term 

(dcccxcviii) 
(dcccxcix) 
(cm) 
(cmi) 
(cmii) 
(cmiii) 
(cmiv) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - NA 
Total MOUs for the year ending December 3 1,2007 - NA 

rn 
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(cmv) 
(cmvi) 
(cmvii) 
(cmviii) 
(cmix) 
( c m )  
(cmxi) 
(cmxii) 
(cmxiii) 

Total MOTJs for the year ending December 3 1 , 2008 - NA 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1 , 2002 - NA 
Total revenue for the year ending December 3 1 2003 - NA 
Total revenue for the year ending December 3 1 2004 - 
Total revenue for the year ending December 3 1 2005 - 
Total revenue for the year ending December 3 1 , 2006 - NA 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1 , 2008 - NA 

L 

Indirect InterMTA Rate 

(cmxiv) 
(cmxv) 
(cmxvi) 
(cmxvii) 
(cmxviii) 
(cmxix) 
(cmxx) 
(cmxxi) 
(cmxxii) 
(cmxxiii) 
(cmxxiv) 
(cmxxv) 
(cmxxvi) 
(cmxxvii) 
(cmxxviii) 
(cmxxix) 

Total MOUs for the year ending December 3 1 200 1 - NA 
Total MOUs for the year ending December 3 1 , 2002 - NA 
Total MOUs for the year ending December 3 1 2003 - NA 
Total MOUs for the year ending December 3 1 2004 - NA 
Total MOUs for the year ending December 3 1 2005 - 
Total MOUs for the year ending December 3 1 2006 - 
Total MOUs for the year ending December 3 1 , 2007 - NA 
Total MOUs for the year ending December 3 1 2008 - NA 
Total revenue for the year ending December 3 1 , 2001 - NA 
Total revenue for the year ending December 3 1 2002 - NA 
Total revenue for the year ending December 3 1 2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1 2005 - 
Total revenue for the year ending December 3 1 2006 - 
Total revenue for the year ending December 3 1 , 2007 - NA 
Total revenue for the year ending December 3 1 , 2008 - NA 

m 

Information Surcharge Prem Orig 

(cmxxx) Total MOTJs for the vear ending December 3 1.2001 - NA " 
(cmxxxi) 
(crnxxxii) 

Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1 , 2003 - 

(cmxxxiii) 
(cmxxxiv) 
(cmxxxv) 
(crnxxxvi) 
(cmxxxvii) 
(cmxxxviii) 
(crnxxxix) 
(cmxl) 
(cmxli) 
(cmxlii) 
(cmxliii) 

Total MOUs for the year ending December 3 1 , 2004 - NA 
Total MOUs for the year ending December 3 1 , 2005 - NA 
Total MOTJs for the year ending December 3 1 , 2006 - NA 
Total MOUs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 I 2008 - NA 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1 , 2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1 , 2004 - NA 
Total revenue for the year ending December 3 1 , 2005 - NA 
Total revenue for the year ending December 3 1 2006 - NA 
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(cmxliv) 
(cmxlv) 

Total revenue for the year ending December 3 1 , 2007 - NA 
Total revenue for the year ending December 3 1 , 2008 - NA 

Information Surcharge Prern Terminating 

(cmxlvi) 
(cmxlvii) 
(cmxlviii) 
(cmxlix) 
(cml) 
(cmli) 
(cmlii) 
(cmliii) 
(cmliv) 
(cmlv) 
(cmlvi) 
(cmlvii) 
(cmlviii) 
(cmlix) 
(cmlx) 
(cmlxi) 

Total MOUs for the year ending December 3 1 , 2001 - NA 
Total MOUs for the year ending December 3 1 , 2002 - 
Total MOUs for the year ending December 3 1 , 2003 - 
Total MOUs for the year ending December 3 1 , 2004 - NA 
Total MOLJs for the year ending December 3 I , 2005 - NA 
Total MOUs for the year ending December 3 1 , 2006 - NA 
Total MOUs for the year ending December 3 1 , 2007 - NA 
Total MO'CJs for the year ending December 3 1 , 2008 - NA 
Total revenue for the year ending December 3 1 , 2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1 , 2005 - NA 
Total revenue for the year ending December 3 1 , 2006 - NA 
Total revenue for the year ending December 3 1 , 2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

rn 

Local Switching - Originating 

(cmlxii) 
(cmlxiii) 
(cmlxiv) 
(cmlxv) 
(cmlxvi) 
(cmlxvii) 
(cmlxviii) 
(cmlxix) 
(cmlxx) 
(cmlxxi) 
(cmlxxii) 
(cmlxxiii) 
(cmlxxiv) 
(cmlxxv) 
(cmlxxvi) 
(cmlxxvii) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOTJs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 

2001 - NA 
2002 - 
2003 - 
2004 - 
200s - 
2006 - 
2007 - 
2008 - 
,2001 - NA 
, 2002 - 
, 2003 - 
, 2004 - 
, 2005 - 
, 2006 - 
, 2007 - 
, 2008 - 

Local Transport - Tandem Switched Termination 

(cmlxxviii) Total MOT.Js for the year ending December 3 1,2001 - NA 
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(cmlxxix) 
(cmlxxx) 
(cmlxxxi) 
(cmlxxxii) 
(cmlxxxiii) 
(cmlxxxiv) 
(cmlxxxv) 
(cmlxxxvi) 
(cmlxxxvii) 
(cmlxxxviii) 
(cmlxxxix) 
(cmxc) 
(cmxci) 
(cmxcii) 
(cmxciii) 

Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOTJs for the year ending December 3 I , 2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 I , 2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1 2008 - 
Total revenue for the year ending December 3 1,2001 - 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 I ,  2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 I 2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1 2007 - 
Total revenue for the year ending December 3 1 , 2008 - 

Local Transport Multiplexing for Originating 

(cmxciv) 
(cmxcv) 
(cmxcvi) 
(cmxcvii) 
(cmxcviii) 
(cmxcix) 

(mi) 
(mii) 
(miii) 
(miv) 
(mv) 
(mvi) 
(mvii) 
(mviii) 
(mix) 

(m) 

Total MOUs for the year ending December 3 1 2001 - NA 
Total MOTJs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1 2007 - 
Total MOUs for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1 2001 - 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1,2008 - 

Local Transport Multiplexing for Terminating 

(mx) 
(mxi) 
(mxii) 
(mxiii) 
(mxiv) 
(mxv) 
(mxvi) 
(mxvii) 

Total MOUs for the year ending December 3 1 200 I - NA 
Total MOUs for the year ending December 3 1 2002 - 
Total MOtJs for the year ending December 3 1, 2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1 2005 - 
Total MOUs for the year ending December 3 1,2006 - 
Total MOTJs for the year ending December 3 I 2007 - 
Total MOUs for the year ending December 3 1,2008 - 
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(mxviii) 
(mxix) 

(mxxi) 
(mxxii) 
(mxxiii) 
(mxxiv) 
(mxxv) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

revenue 
revenue 
revenue 
revenue 
revenue 
revenue 
revenue 
revenue 

for the year 
for the year 
for the year 
for the year 
for the year 
for the year 
for the year 
for the year 

LT Tandem Switched Facility Orig 

ending 
ending 
ending 
ending 
ending 
ending 
ending 
ending 

December 
December 
December 
December 
December 
December 
December 
December 

31, 
31, 
31, 
31, 
31, 
31, 
31, 
31, 

(mxxvi) 
(mxxvii) 
(mxxviii) 
(mxxix) 
(mxxx) 
(mxxxi) 
(mxxxii) 
(mxxxi i i ) 
(mxxxiv) 
(mxxxv) 
(mxxxvi) 
(mxxxvii) 
(mxxxviii) 
(mxxxix) 
(mxl) 
(mxli) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1 
MOTJs for the year ending December 3 1 
MOUs for the year ending December 3 1 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 

LT Tandem Switched Termination 

(mxlii) 
(mxliii) 
(mxliv) 
(mxlv) 
(mxlvi) 
(mxlvii) 
(mxlviii 
(mxlix) 

(mli) 
(mlii) 
(mliii) 
(mliv) 
(mW 
(mlvi) 

(ml) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 3 1 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOTJs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOTJs for the year ending December 3 1, 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 

200 1 
2002 
2003 
2004 
2005 
2006 
2007 
2008 

- NA 

2001 -NA 

,2002 - 
,2003 - 
,2004 - 
,2005 - 
2006 - 

,2007 - 
2008 - 

2001 - NA 

7 2002 - 
2003 - 

,2004 - 
2005 - 

,2006 - 
,2007 - 
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(mlvii) Total revenue for the year ending December 3 I ,  2008 - 

LT Tandem Switched Termination - Term 
(mlviii) Total MOUs for the year ending December 3 1,2001 - NA 

Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOKJs for the year ending December 3 1,2005 - 

(mlxix) 
(mlxx) 
(mlxxi) 
(mlxxii) 
(mlxxiii) 

Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1 2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1 2007 - 
Total revenue for the year ending December 3 1,2008 - 

LT Tandem Switched Termination - Orig 

(mlxxiv) 
(mlxxv) 
(mlxxvi) 
(mlxxvii) 
(mlxxviii) 
(mlxxix) 
(mlxxx) 
(mlxxxi) 
(mlxxxii) 
(mlxxxiii) 
(mlxxxiv) 
(mlxxxv) 
(mlxxxvi) 
(mlxxxvii) 
(mlxxxviii) 
(mlxxxix) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOKJs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1 2008 - 
Total revenue for the year ending December 3 1,2001 - 
Total revenue for the year ending December 3 1 2002 - 
Total revenue for the year ending December 3 1 2003 - 
Total revenue for the year ending December 3 1 2004 - 
Total revenue for the year ending December 3 1 2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1,2008 - 

LT Tandem Switched Termination - Term 

(mxc) 
(mxci) 
(mxcii) 
(mxciii) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOTJs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1 2003 - 
Total MOUs for the year ending December 3 1,2004 - 
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(mxciv) 
(mxcv) 
(mxcvi) 
(mxcvii) 
(mxcviii) 
(mxcix) 
(mc) 
(mci) 
(mcii) 
(mciii) 
(mciv) 
(mcv) 

Total MOUs for the year ending December 3 1 2005 - 
Total MOUs for the year ending December 3 1 2006 - 
Total MOTJs for the year ending December 3 1 2007 - 
Total MOUs for the year ending December 3 1 2008 - 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1 2002 - 
Total revenue for the year ending December 3 1 2003 - 
Total revenue for the year ending December 3 1 2004 - 
Total revenue for the year ending December 3 1 2005 - 
Total revenue for the year ending December 3 1 2006 - 
Total revenue for the year ending December 3 1 2007 - 
Total revenue for the year ending December 3 1 2008 - 

LT Tandem Switched Transport 

(mcvi) 
(mcvii) 
(mcviii) 
(mcix) 
(mcx) 
(mcxi) 
(mcxii) 
(mcxiii) 
(mcxiv) 
(mcxv) 
(mcxvi) 
(mcxvii) 
(mcxviii) 
(mcxix) 
(mcxx) 
(mcxxi) 

Total MOUs for the year ending December 3 1 2001 - 
Total MOUs for the year ending December 3 1 2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1 2004 - 
Total MOUs for the year ending December 3 1 2005 - 
Total MOUs for the year ending December 3 1 2006 - 
Total MOUs for the year ending December 3 1 2007 - 
Total MOTJs for the year ending December 3 1 2008 - 
Total revenue for the year ending December 3 1 2001 
Total revenue for the year ending December 3 1 2002 
Total revenue for the year ending December 3 1 2003 
Total revenue for the year ending December 3 1 2004 
Total revenue for the year ending December 3 1 2005 
Total revenue for the year ending December 3 1 2006 
Total revenue for the year ending December 3 1 2007 
Total revenue for the year ending December 3 1 2008 

LT Tandem Switching - Terminating 

(mcxxii) 
(mcxxiii) 
(rncxxiv) 
(mcxxv) 
(mcxxvi) 
(mcxxvii) 
(mcxxviii) 
(mcxxix) 
(mcxxx) 
(mcxxxi) 
(mcxxxii) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 3 1 2001 - 
MOTJs for the year ending December 3 1 2002 - 
MOUs for the year ending December 3 1 2003 - 
MOUs for the year ending December 3 1 2004 - 
MOUs for the year ending December 3 1 2005 - 
MOUs for the year ending December 3 1 2006 - 
MOTJs for the year ending December 3 1 2007 - 
MOUs for the year ending December 3 1 2008 - 
revenue for the year ending December 3 1 2001 
revenue for the year ending December 3 1 2002 
revenue for the year ending December 3 1 2003 

NA 

- NA 

4% 



(mcxxxiii) 
(mcxxxiv) 
(mcxxxv) 
(mcxxxvi) 
(mcxxxvii) 

Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1,2008 - 

LT Tandem Switching Originating 

(mcxxxviii) 
(mcxxxix) 
(mcxl) 
(mcxli) 
(mcxlii) 
(mcxliii) 
(mcxliv) 
(mcxlv) 
(mcxlvi) 
(mcxlvii) 
(mcxlviii) 
(mcxlix) 
(mc0 
(mcli) 
(mclii) 
(mcliii) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOIJs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1 , 2008 - 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1,2008 - 

II 
I 

Shared Trunk Port - Originating 

(incliv) 
(mclv) 
(mclvi) 
(mclvii) 
(mclviii) 
(mclix) 
(mclx) 
(mclxi) 
(mclxii) 
(mclxiii) 
(mclxiv) 
(mclxv) 
(mclxvi) 
(mclxvii) 
(mclxviii) 
(mclxix) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOTJs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - 
Total MOTJs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1 , 2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1 , 2008 - 

~ 
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Shared Trunk Port - Terminating 

(mclxx) 
(mclxxi) 
(mclxxii) 
(mclxxiii) 
(mclxxiv) 
(mclxxv) 
(mclxxvi) 
(mclxxvii) 
(mclxxviii) 
(mclxxix) 
(mclxxx) 
(mclxxxi) 
(mclxxxii) 
(mclxxxiii) 
(mclxxxiv) 
(mclxxxv) 

Total MOUs for the year ending December 3 1 , 2001 - NA 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1 , 2003 - 
Total MOUs for the year ending December 3 1 , 2004 - 
Total MOlJs for the year ending December 3 1 2005 - 
Total MOUs for the year ending December 3 1 2006 - 
Total MOUs for the year ending December 3 1 2007 - 
Total MOUs for the year ending December 3 1 2008 - 
Total revenue for the year ending December 3 , 2001 - 
Total revenue for the year ending December 3 , 2002 - 
Total revenue for the year ending December 3 , 2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1 , 2005 - 
Total revenue for the year ending December 3 1 , 2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1 , 2008 - 

Tandem Switched Transport - Orig 

(mclxxxvi) 
(mclxxxvii) 
(mclxxxviii) 
(mclxxxix) 
(mcxc) 
(mcxci) 
(mcxcii) 
(mcxciii) 
(mcxciv) 
(mcxcv) 
(mcxcvi) 
(mcxcvii) 
(mcxcviii) 
(mcx cix) 
(mcc) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
revenue for the year ending December 3 I 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 I 

(mcci) Total revenue for the year ending December 3 

Tandem Switched Transport - Term 

(mccii) Total MOUs for the year ending December 3 1 

2001 - NA 

2001 - NA 
(mcciii) 
(mcciv) 
(mccv) 
(mccvi) 

Total MOUs for the year ending December 3 1 , 2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1 , 2004 - 
Total MOUs for the year ending December 3 1,2005 - 
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(mccvii) 
(mccviii) 
(mccix) 
(mccx) 
(mccxi) 
(mccxii) 
(mccxiii) 
(mccxiv) 
(mccxv) 
(mccxvi) 
(mccxvii) 

Total MOUs for the year ending December 3 1 , 2006 - 
Total MOUs for the year ending December 3 1 , 2007 - 
Total MOTJs for the year ending December 3 1 , 2008 - 
Total revenue for the year ending December 3 1 , 2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1 , 2004 - 
Total revenue for the year ending December 3 1 , 2005 - 
Total revenue for the year ending December 3 1 , 2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1,2008 - 

Tandem Switched Transport - Termination 

(mccxviii) 
(mccxix) 
(mccxx) 
(mccxxi) 
(mccxxii) 
(mccxxiii) 
(mccxxiv) 
(mccxxv) 
(mccxxvi) 
(mccxxvii) 
(mccxxviii) 
(mccxxix) 
(mccxxx) 
(mccxxxi) 
(mccxxxii) 
(mccxxxiii) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 3 1 , 
MOTJs for the year ending December 3 1 , 
MOTJs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 I , 
MOUs for the year ending December 3 1 , 
MOTJs for the year ending December 3 1 , 
MOUs for the year ending December 3 1, 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 I 
revenue for the year ending December 3 I 
revenue for the year ending December 3 I 

Tandem Switching Orig 

(mccxxxiv) 
(mccxxxv) 
(mccxxxvi) 
(mccxxxvii) 
(mccxxxviii) 
(mccxxxix) 
(mccxl) 
(mccxli) 
(mccxlii) 
(mccxliii) 
(mccxliv) 
(mccxlv) 

2001 -NA 

Total MOUs for the year ending December 3 1 , 200 1 - NA 
Total MOUs for the year ending December 3 1 , 2002 - NA 
Total MOTJs for the year ending December 3 1 , 2003 - NA 
Total MOUs for the year ending December 3 1 , 2004 - 
Total MOTJs for the year ending December 3 1 , 2005 - 
Total MOUs for the year ending December 3 1 , 2006 - NA 
Total MOUs for the year ending December 3 1 , 2007 - NA 
Total MOTJs for the year ending December 3 1 , 2008 - NA 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1 , 2002 - NA 
Total revenue for the year ending December 3 1 , 2003 - NA 
Total revenue for the year ending December 3 1 , 2004 - 

rn 
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(mccxlvi) 
(mccxlvii) 
(mccxlviii) 
(mccxlix) 

Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

Tandem Switching Term 

(mccl) 
(mccli) 
(mcclii) 
(mccliii) 
(mccliv) 
(mcclv) 
(mcclvi) 
(mcclvii) 
(mcclviii) 
(mcclix) 
(mcclx) 
(mcclxi) 
(mcclxii) 
(mcclxiii) 
(mcclxiv) 
(mcclxv) 

Transit Traffic 

(mcclxvi) 
(mcclxvii) 
(mcclxviii) 
(mcclxix) 
(mcclxx) 
(mcclxxi) 
(mcclxxii) 
(mcclxxiii) 
(mcclxxiv) 
(mcclxxv) 
(mcclxxvi) 
(mcclxxvii) 
(mcclxxviii) 
(mcclxxix) 
(mcclxxx) 
(mcclxxxi) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - NA 
Total MOUs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 I ,  2008 - NA 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

rn 

L 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
To tal 
Total 
Total 
Total 

MOUs for the year ending December 3 I ,  200 1 - 
MOUs for the year ending December 3 1,2002 - 
MOUs for the year ending December 3 1,2003 - 
MOUs for the year ending December 3 1,2004 - 
MOUs for the year ending December 3 1,2005 - 
MOUs for the year ending December 3 1,2006 - 
MOUs for the year ending December 3 1,2007 - 
MOUs for the year ending December 3 1,2008 - 
revenue for the year ending December 3 1,2001 - NA 
revenue 
revenue 
revenue 
revenue 
revenue 
revenue 
revenue 

for the year 
for the year 
for the year 
for the year 
for the year 
for the year 
for the year 

Y 

ending 
ending 
ending 
ending 
ending 
ending 
ending 

December 
December 
December 
December 
December 
December 
December 

31, 
31, 
31, 
31, 
31, 
31, 
31, 

2002 
2003 
2004 
2005 
2006 
2007 
2008 

Transport Facility - Originating 
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(mcclxxxii) 
(mcclxxxiii) 
(mcclxxxiv) 
(mcclxxxv) 
(mcclxxxvi) 
(mcclxxxvii) 
(mcclxxxviii) 
(mcclxxxix) 
(mccxc) 
(mccxci) 
(mccxcii) 
(mccxciii) 
(mccx civ) 
(mccxcv) 
(mccxcvi) 
(mccxcvii) 

Total MOUs for the year ending December 3 1 2001 - NA 
Total MOUs for the year ending December 3 1 2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1 2004 - NA 
Total MOUs for the year ending December 3 1 2005 - - 
Total MOTJs for the year ending December 3 1,2006 - NA 
Total MOUs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1 2003 - NA 
Total revenue for the year ending December 3 1 2004 - NA 
Total revenue for the year ending December 3 1,2005 - II 
Total revenue for the year ending December 3 1 2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

Transport Termination Orig 

(mccxcviii) 
(mccxcix) 
(mccc) 
(mccci) 
(mcccii) 
(mccciii) 
(mccciv) 
(mcccv) 
(mcccvi) 
(mcccvii) 
(mcccviii) 
(mcccix) 
(mcccx) 
(mcccxi) 
(mcccxii) 
(mcccxiii) 

Total MOUs for the year ending December 3 1 2001 - NA 
Total MOUs for the year ending December 3 1 2002 - NA 
Total MOUs for the year ending December 3 1 2003 - NA 
Total MOUs for the year ending December 3 1 2004 - 
Total MOUs for the year ending December 3 I ,  2005 - 
Total MOTJs for the year ending December 3 1,2006 - NA 
Total MOTJs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 31,2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1 2003 - NA 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1 2005 - 
Total revenue for the year ending December 3 1 2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

m 

I. 

Transport Termination Term 

(mcccxiv) 
(mcccxv) 
(mcccxvi) 
(mcccxvii) 
(mcccxviii) 
(mcccxix) 
(mcccxx) 

Total MOUs for the year ending December 3 1 200 1 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOTJs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1 2004 - 
Total MOTJs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - NA 
Total MOTJs for the year ending December 3 1 2007 - NA 
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(mcccxxi) 
(mcccxxii) 
(mcccxxiii) 
(mcccxxiv) 
(mcccxxv) 
(mcccxxvi) 
(mcccxxvii) 
(mcccxxviii) 
(mcccxxix) 

Total MOUs for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 1,200 1 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

Unbundled Prem Local Switching Term 

(mcccxxx) 
(mcccxxxi) 
(mcccxxxii) 
(mcccxxxiii) 
(mcccxxxiv) 
(mcccxxxv) 
(mcccxxxvi) 
(mcccxxxvii) 
(mcccxxxviii) 
(mcccxxxix) 
(mcccxl) 
(mcccxli) 
(mcccxlii) 
(mcccxliii) 
(mcccxliv) 
(mcccxlv) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 I ,  
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOTJs for the year ending December 3 1, 
revenue for the year ending December 3 1 
revenue for the year ending December 3 I 
revenue for the year ending December 3 1 
revenue for the year ending December 3 I 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 I 
revenue for the year ending December 3 I 

WRLS Direct InterMTA Rate 

(mcccxlvi) 
(mcccxlvii) 
(mcccxlviii) 
(mcccxlix) 
(mcccl) 
(mcccli) 
(mccclii) 
(mcccliii) 
(mcccliv) 
(mccclv) 
(mccclvi) 
(mccclvii) 
(mccclviii) 
(mccclix) 

2001 - 
2002 - 
2003 - 
2004 - 
200s - 
2006 - 
2007 - 
2008 - 
,2001 
,2002 
,2003 
,2004 
,200s 
,2006 
,2007 
,2008 

Total MOUs for the year ending December 3 1,200 1 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1,2004 - NA 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 

m 
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(mccclx) 
(mccclxi) 

Total revenue for the year ending December 3 1 , 2007 - NA 
Total revenue for the year ending December 3 1 , 2008 - NA 

Direct Trunked Transport - End Office DS3 

(mccclxii) 
(mccclxiii) 
(mccclxiv) 
(mccclxv) 
(mccclxvi) 
(mccclxvii) 
(mccclxviii) 
(mccclxix) 
(mccclxx) 
(mccclxxi) 
(mccclxxii) 
(mccclxxiii) 
(mccclxxiv) 
(mccclxxv) 
(mccclxxvi) 
(mccclxxvii) 

Total Units for the year ending December 3 1 , 200 1 - NA 
Total Units for the year ending December 3 1,2002 - 1 
Total Units for the year ending December 3 1 , 2003 - NA 
Total Units for the year ending December 3 1,2004 - NA 
Total Units for the year ending December 3 1,2005 - NA 
Total Units for the year ending December 3 1 , 2006 - NA 
Total Units for the year ending December 3 I , 2007 - NA 
Total Units for the year ending December 3 1 , 2008 - NA 
Total revenue for the year ending December 3 1 , 2001 - NA 
Total revenue for the year ending December 3 1 , 2002 - 
Total revenue for the year ending December 3 1 , 2003 - NA 
Total revenue for the year ending December 3 1 , 2004 - NA 
Total revenue for the year ending December 3 1 , 2005 - NA 
Total revenue for the year ending December 3 1 , 2006 - NA 
Total revenue for the year ending December 3 1 , 2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

DSl Tandem Dedicated Trunk Port 

(mccclxxviii) 
(mccclxxix) 
(mccclxxx) 
(mccclxxxi) 
(mccclxxxii) 
(mccclxxxiii) 
(mccclxxxiv) 
(mccclxxxv) 
(mccclxxxvi) 
(mccclxxxvii) 
(mccclxxxviii) 
(mccclxxxix) 
(mcccxc) 
(mcccxci) 
(mcccxcii) 
(mcccxciii) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

Units for the year ending December 3 1 
Units for the year ending December 3 1 
Units for the year ending December 3 1 
Units for the year ending December 3 1 
Units for the year ending December 3 1 
Units for the year ending December 3 1 
lJnits for the year ending December 3 1 
Units for the year ending December 3 1 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 

, 2001 - NA 
, 2002 - 
, 2003 - 

, 2005 - 
,2006 - 
, 2007 - 
, 2008 - 

, 2004 - 

31,2001 - N A  
31,2002 - 
31,2003 - 
31,2004 - 
31,2005 - 
31,2006 - 
31,2007 - 
31,2008 - 

DS3 to DS1 Multiplexing 

(mcccxciv) 
(mcccxcv) 

Total TJriits for the year ending December 3 1 , 200 1 - NA 
Total Units for the year ending December 3 I , 2002 - 
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(mcccxcvi) 
(mcccxcvii) 
(mcccxcviii) 
(mcccxcix) 

(mcdi) 
(mcdii) 
(mcdiii) 
(incdiv) 
(mcdv) 
(mcdvi) 
(mcdvii) 
(mcdviii) 
(mcdix) 

(mcd) 

Total Units for the year ending December 3 1,2003 - 
Total Units for the year ending December 3 1,2004 - 
Total Units for the year ending December 3 1,2005 - 
Total Units for the year ending December 3 1,2006 - 
Total Units for the year ending December 3 1,2007 - 
Total TJnits for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,200 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1,2008 - 

End Office Direct Trunk Port - DS1 

(mcdx) 
(mcdxi) 
(incdxii) 
(mcdxiii) 
(mcdxiv) 
(mcdxv) 
(mcdxvi) 
(mcdxvii) 
(mcdxviii) 
(mcdxix) 
(mcdxx) 
(mcdxxi) 
(mcdxxii) 
(mcdxxiii) 
(mcdxxiv) 
(mcdxxv) 

Total TJnits for the year ending December 3 1,200 1 - NA 
Total LJnits for the year ending December 3 1,2002 - NA 
Total Units for the year ending December 3 1,2003 - 
Total TJnits for the year ending December 3 1,2004 - 
Total Units for the year ending December 3 1,2005 - 
Total Units for the year ending December 3 1,2006 - 
Total Units for the year ending December 3 1,2007 - 
Total Units for the year ending December 3 I ,  2008 - 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1,2008 - 

End Office Direct Trunk Port-DS1 

(mcdxxvi) 
(mcdxxvii) 
(mcdxxviii) 
(mcdxxix) 
(incdxxx) 
(mcdxxxi) 
(mcdxxxii) 
(mcdxxxiii) 
(mcdxxxiv) 

Total Units for the year ending December 3 1,200 I - NA 
Total Units for the year ending December 3 1,2002 - NA 
Total TJnits for the year ending December 3 1,2003 - NA 
Total Units for the year ending December 3 1,2004 - NA 
Total Units for the year ending December 3 1,2005 - NA 
Total Units for the year ending December 3 I ,  2006 - NA 
Total Units for the year ending December 3 1,2007 - NA 
Total Units for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,200 1 - NA 
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(mcdxxxv) 
(mcdxxxvi) 
(mcdxxxvii) 
(mcdxxxviii) 
(mcdxxxix) 

Total revenue for the year ending December 3 1 , 2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1,2005 - NA 
Total revenue for the year ending December 3 1,2006 - NA 

(mcdxl) 
(mcdxli) 

Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1 , 2008 - 

Entrance Facility DSl 

(mcdxlii) 
(mcdxliii) 
(mcdxliv) 
(mcdxlv) 
(mcdxlvi) 
(mcdxlvii) 
(mcdxlviii) 
(incdxlix) 
(mcdl) 
(mcdli) 
(mcdlii) 
(mcdliii) 
(mcdliv) 
(mcdlv) 
(mcdlvi) 
(mcdlvii) 

Total Units for the year ending December 3 1,2001 - NA 
Total Units for the year ending December 3 1,2002 - 
Total Units for the year ending December 3 1 , 2003 - 
Total Units for the year ending December 3 1,2004 - 
Total Units for the year ending December 3 1,2005 - 
Total Units for the year ending December 3 1,2006 - 
Total Units for the year ending December 3 1,2007 - 
Total Units for the year ending December 3 1,2008 - 
Total revenue for the vear ending. December 3 1.200 1 - NA 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

revenue 
revenue 
revenue 
revenue 
revenue 
revenue 
revenue 

_I 

for the year 
for the year 
for the year 
for the year 
for the year 
for the year 
for the year 

v 

ending December 
ending December 
ending December 
ending December 
ending December 
ending December 
ending December 

31, 
31, 
31, 
31, 
31, 
31, 
31, 

2002 
2003 
2004 
2005 
2006 
2007 
2008 

Entrance Facility DS3 Electrical 

(mcdlviii) 
(mcdlix) 
(mcdlx) 
(mcdlxi) 
(mcdlxii) 
(mcdlxiii) 
(mcdlxiv) 
(mcdlxv) 
(mcdlxvi) 
(mcdlxvii) 
(mcdlxviii) 
(mcdlxix) 
(mcdlxx) 
(mcdlxxi) 
(mcdlxxii) 
(mcdlxxiii) 

Total Units for the year ending December 3 1 , 2001 - NA 
Total Units for the year ending December 3 1,2002 - 
Total Units for the year ending December 3 1,2003 - 
Total Units for the year ending December 3 1,2004 - 
Total Units for the year ending December 3 1 , 2005 - 
Total Units for the year ending December 3 1 , 2006 - 
Total Units for the year ending December 3 1 , 2007 - 
Total Units for the year ending December 3 1 , 2008 - 
Total revenue for the vear ending: December 3 1.2001 - NA 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

revenue 
revenue 
revenue 
revenue 
revenue 
revenue 
revenue 

for the year 
for the year 
for the year 
for the year 
for the year 
for the year 
for the year 

v 

ending December 
ending December 
ending December 
ending December 
ending December 
ending December 
ending December 

31, 
31, 
3 1, 
31, 
31, 
31, 
31, 

2002 
2003 
2004 
2005 
2006 
2007 
2008 
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LT Direct Trunked Transport - DS1 

(mcdlxxiv) 
(mcdlxxv) 
(mcdlxxvi) 
(mcdlxxvii) 
(mcdlxxviii) 
(mcdlxxix) 
(mcdlxxx) 
(mcdlxxxi) 
(mcdlxxxii) 
(mcdlxxxiii) 
(mcdlxxxiv) 
(mcdlxxxv) 
(mcdlxxxvi) 
(mcdlxxxvii) 
(mcdlxxxviii) 
(mcdlxxxix) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

Units for the year ending December 3 1 
Units for the year ending December 3 1 
Units for the year ending December 3 1 
Units for the year ending December 3 1 
IJnits for the year ending December 3 1 
Units for the year ending December 3 1 
TJnits for the year ending December 3 1 
Units for the year ending December 3 1 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 

LT Direct Trunked Transport - Voicegrade 

(mcdxc) 
(mcdxci) 
(mcdxcii) 
(mcdxciii) 
(mcdxciv) 
(mcdxcv) 
(mcdxcvi) 
(mcdxcvii) 
(mcdxcviii) 
(mcdxcix) 
(md) 
(mdi) 
(mdii) 
(mdiii) 
(mdiv) 
(mdv) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

Units for the year ending December 3 1 
Units for the year ending December 3 1 
Units for the year ending December 3 1 
TJriits for the year ending December 3 1 
TJnits for the year ending December 3 1 
TJnits for the year ending December 3 1 
Units for the year ending December 3 1 
Units for the year ending December 3 1 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 

LT DT DS1 Termination - End Office 

., 2001 -NA 
, 2002 - 
, 2003 - 

, 2005 - 
, 2006 - 
, 2007 - 
, 2008 - 
31.2001 -NA 
31; 2002 - 
31,2003 - 
31,2004 - 
31,2005 - 
31,2006 - 
31,2007 - 
31,2008 - 

, 2001 - NA 
, 2002 - 
, 2003 - 
, 2004 - 
, 2005 - 
, 2006 - 
,2007 - 
, 2008 - 
31.2001 - NA 
31,2002 - 
31,2003 - 
31,2004 - 
31,2005 - 
31,2006 - 
31,2007 - 
31,2008 - 

(mdvi) 
(mdvii) 
(mdviii) 
(mdix) 

Total Units for the year ending December 3 1,200 1 - NA 
Total Units for the year ending December 3 1,2002 - 
Total Units for the year ending December 3 1 , 2003 - 
Total Units for the year ending December 3 1 , 2004 - 
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( m d 4  
(mdxi) 
(mdxii) 
(mdxiii) 
(mdxiv) 
(mdxv) 
(mdxvi) 
(mdxvii) 
(mdxviii) 
(mdxix) 
(mdxx) 
(mdxxi) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

Units for the year ending December 3 1 
Units for the year ending December 3 1 
Units for the year ending December 3 I 
Units for the year ending December 3 1 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 
revenue for the year ending December 

31; 2002 - 
31,2003 - 
31,2004 - 
31,2005 - 
31,2006 - 
31,2007 - 
31,2008 - 

LT Entr Fac 4W Voice Grade 

(mdxxii) 
(mdxxiii) 
(mdxxiv) 
(mdxxv) 
(mdxxvi) 
(mdxxvii) 
(mdxxviii) 
(mdxxix) 
(mdxxx) 
(rndxxxi) 
(mdxxxii) 
(mdxxxiii) 
(mdxxxiv) 
(mdxxxv) 
(mdxxxvi) 
(mdxxxvii) 

Total Units for the year ending December 3 1,200 1 - NA 
Total Units for the year ending December 3 1 2002 - 
Total Units for the year ending December 3 1,2003 - 
Total Units for the year ending December 3 1,2004 - 
Total Units for the year ending December 3 1 2005 - 
Total Units for the year ending December 3 1,2006 - 
Total Units for the year ending December 3 1,2007 - 
Total Units for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - 
Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1 2007 - 
Total revenue for the year ending December 3 1,2008 - 

~ 

LT Entrance Facility - DS1, First System 

(mdxxxviii) 
(mdxxxix) 
(mdxl) 
(mdxli) 
(mdxlii) 
(mdxliii) 
(mdxliv) 

(mdxlvi) 
(mdxlvii) 
(mdxlviii) 

(mdxlv) 

Total Units for the year ending December 3 I ,  200 1 - NA 
Total Units for the year ending December 3 1 2002 - 
Total Units for the year ending December 3 1,2003 - 
Total Units for the year ending December 3 1,2004 - 
Total Units for the year ending December 3 1 ,  200s - 
Total Units for the year ending December 3 1,2006 - 
Total Units for the year ending December 3 1,2007 - 
Total Units for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1 2002 - 
Total revenue for the year ending December 3 1,2003 - 
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(mdxlix) 
(mdl) 
(mdli) 
(mdlii) 
(mdliii) 

Total revenue for the year ending December 3 1,2004 - 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1,2008 - 

LT Entrance Facility 2W Voice Grade 

(mdliv) 
(mdlv) 
(mdlvi) 
(mdlvii) 
(mdlviii) 
(mdlix) 
(mdlx) 
(mdlxi) 
(mdlxii) 
(mdlxiii) 
(mdlxiv) 
(mdlxv) 
(mdlxvi) 
(mdlxvii) 
(mdlxviii) 
(mdlxix) 

Total Units for the year ending December 3 1,200 1 - NA 
Total Units for the year ending December 3 1,2002 - 
Total Units for the year ending December 3 1,2003 - 
Total Units for the year ending December 3 1,2004 - 
Total Units for the year ending December 3 I ,  2005 - 
Total Units for the year ending December 3 1,2006 - 
Total Units for the year ending December 3 1,2007 - 
Total Units for the year ending December 3 1,2008 - 
Total revenue for the vear ending. December 3 1.2001 - NA 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

t 
revenue for the year 
revenue for the year 
revenue for the year 
revenue for the year 
revenue for the year 
revenue for the year 
revenue for the year 

" 
ending December 
ending December 
ending December 
ending December 
ending December 
ending December 
ending December 

31, 
31, 
31, 
31, 
31, 
31, 
3 1, 

2002 
2003 
2004 
2005 
2006 
2007 
2008 

LT Entrance Facility DS3, First 1/4 Mile 

(rndlxx) 
(mdlxxi) 
(mdlxxii) 
(mdlxxiii) 
(mdlxxiv) 
(rndlxxv) 
(mdlxxvi) 
(rndlxxvii) 
(mdlxxviii) 
(mdlxxix) 
(mdlxxx) 
(mdlxxxi) 
(mdlxxxii) 
(mdlxxxiii) 
(mdlxxxiv) 
(mdlxxxv) 

Total Units for the year ending December 3 1,2001 - NA 
Total Units for the year ending December 3 1, 2002 - I 
Total Units for the year ending December 3 1,2003 - NA 
Total Units for the year ending December 3 1,2004 - NA 
Total Units for the year ending December 3 1,2005 - NA 
Total Units for the year ending December 3 1,2006 - NA 
Total Units for the year ending December 3 I ,  2007 - NA 
Total Units for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 I ,  2001 - NA 
Total revenue for the year ending December 3 1,2002 - = 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 I ,  2004 - NA 
Total revenue for the year ending December 3 I ,  2005 - NA 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 I ,  2008 - NA 
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Tandem Direct Trunk Port- DSl 

(mdlxxxvi) 
(mdlxxxvii) 
(mdlxxxviii) 
(mdlxxxix) 
(mdxc) 
(mdxci) 
(mdxcii) 
(mdxciii) 
(mdxciv) 
(mdxcv) 
(mdxcvi) 
(mdxcvii) 
(mdxcviii) 
(mdxcix) 
(mdc) 
(mdci) 

Total Units for the year ending December 3 1 , 2001 - NA 
Total Units for the year ending December 3 1 , 2002 - NA 
Total Units for the year ending December 3 1 , 2003 - NA 
Total Units for the year ending December 3 1 , 2004 - NA 
Total Units for the year ending December 3 1 , 2005 - NA 
Total Units for the year ending December 3 1 , 2006 - NA 
Total Units for the year ending December 3 1 , 2007 - NA 
Total Units for the year ending December 3 1 , 2008 - = 
Total revenue for the year ending December 3 1 , 2001 - NA 
Total revenue for the year ending December 3 1 , 2002 - NA 
Total revenue for the year ending December 3 1 , 2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1 , 2005 - NA 
Total revenue for the year ending December 3 1 , 2006 - NA 
Total revenue for the year ending December 3 1 , 2007 - NA 
Total revenue for the year ending December 3 I ,  2008 - - 

VG Dedicated Trunk Port - End Office 

(mdcii) 
(mdciii) 
(mdciv) 
(mdcv) 
(mdcvi) 
(mdcvii) 
(mdcviii) 
(mdcix) 
(mdcx) 
(mdcxi) 
(mdcxii) 
(mdcxiii) 
(mdcxiv) 
(mdcxv) 
(mdcxvi) 
(mdcxvii) 

Total Units for the year ending December 3 1 , 2001 - NA 
Total Units for the year ending December 3 1 , 2002 - 
Total TJnits for the year ending December 3 1 , 2003 - 
Total Units for the year ending December 3 1 , 2004 - 
Total TJnits for the year ending December 3 1 , 2005 - 
Total Units for the year ending December 3 1, 2006 - 
Total Units for the year ending December 3 1 , 2007 - 
Total Units for the year ending December 3 1 , 2008 - 
Total revenue for the year ending December 3 1 , 200 1 - 
Total revenue for the year ending December 3 1 , 2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1 , 2004 - 
Total revenue for the year ending December 3 1 , 2005 - 
Total revenue for the year ending December 3 1 , 2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1,2008 - NA 

VG End Office Direct Trunk Port 

(mdcxviii) 
(mdcxix) 
(mdcxx) 
(mdcxxi) 
(mdcxxii) 
(mdcxxiii) 

Total Units for the year ending December 3 1 , 200 1 - NA 
Total Units for the year ending December 3 1 , 2002 - 
Total Units for the year ending December 3 1 , 2003 - 
Total TJnits for the year ending December 3 1 , 2004 - 
Total TJnits for the year ending December 3 1 , 2005 - NA 
Total Units for the year ending December 3 1 , 2006 - NA 

b 
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(mdcxxiv) 
(mdcxxv) 
(mdcxxvi) 
(mdcxxvii) 
(mdcxxviii) 
(mdcxxix) 
(mdcxxx) 
(mdcxxxi) 
(mdcxxxii) 
(mdcxxxiii) 

Total Units for the year ending December 3 1 2007 - NA 
Total Units for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1 2002 - 
Total revenue for the year ending December 3 1 2003 - 
Total revenue for the year ending December 3 1 2004 - 
Total revenue for the year ending December 3 1 2005 - NA 
Total revenue for the year ending December 3 1 2006 - NA 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

I 
VG Tandem Dedicated Trunk Port 

(mdcxxxiv) 
(mdcxxxv) 
(mdcxxxvi) 
(mdcxxxvii) 
(mdcxxxviii) 
(mdcxxxix) 
(mdcxl) 
(mdcxli) 
(mdcxlii) 
(mdcxliii) 
(mdcxliv) 
(mdcxlv) 
(mdcxlvi) 
(mdcxlvii) 
(mdcxlviii) 
(mdcxlix) 

Total Units for the year ending December 3 1,200 1 - NA 
Total Units for the year ending December 3 1 2002 - 
Total Units for the year ending December 3 1,2003 - 
Total Units for the year ending December 3 1,2004 - 
Total Units for the year ending December 3 1,2005 - 
Total Units for the year ending December 3 1 2006 - 
Total TJnits for the year ending December 3 1 2007 - 
Total Units for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1 2003 - 
Total revenue for the year ending December 3 1 2004 - 
Total revenue for the year ending December 3 1 2005 - 
Total revenue for the year ending December 3 1 2006 - 
Total revenue far the year ending December 3 1 2007 - 
Total revenue for the year ending December 3 1 2008 - 

E 
Windstream West Interstate Switched Access Rate Elements - 

800/877/888 Database Query Basic 

(mdcl) 
(mdcli) 
(mdclii) 
(mdcliii) 
(mdcliv) 
(mdclv) 
(mdclvi) 
(mdclvii) 
(mdclviii) 
(mdclix) 
(mdclx) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOUs for the year ending December 3 1 2004 - NA 
Total MOUs for the year ending December 3 1,2005 - NA 
Total MOUs for the year ending December 3 1 2006 - NA 
Total MOTJs for the year ending December 3 1 2007 - NA 
Total MOTJs for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1 2002 - NA 
Total revenue for the year ending December 3 1 2003 - NA 
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(mdclxi) 
(mdclxii) 
(mdclxiii) 
(mdclxiv) 
(mdclxv) 

Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1,2005 - NA 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

Carrier Common Line Access Service 

(mdclxvi) 
(mdclxvii) 
(mdclxviii) 
(mdclxix) 
(mdclxx) 
(mdclxxi) 
(mdclxxii) 
(mdclxxiii) 
(mdclxxiv) 
(mdclxxv) 
(mdclxxvi) 
(mdclxxvii) 
(mdclxxviii) 
(mdclxxix) 
(mdclxxx) 
(mdclxxxi) 

Total MOTJs for the year ending December 3 1,2001 - 
Total MOTJs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - NA 
Total MOUs for the year ending December 3 1,2005 - NA 
Total MOUs for the year ending December 3 1,2006 - NA 
Total MOUs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 I ,  2008 - NA 
Total revenue for the year ending December 3 1 2001 - 
Total revenue for the year ending December 3 1 2002 - 
Total revenue for the year ending December 3 1 2003 - 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1 2005 - NA 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

I 

Indirect InterMTA Rate 

(mdclxxxii) 
(mdclxxxiii) 
(mdclxxxiv) 
(mdclxxxv) 
(mdclxxxvi) 
(mdclxxxvii) 
(mdclxxxviii) 
(mdclxxxix) 
(mdcxc) 
(mdcxci) 
(mdcxcii) 
(mdcxciii) 
(mdcxciv) 
(mdcxcv) 
(mdcxcvi) 
(mdcxcvii) 

Total MOTJs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOTJs for the year ending December 3 1,2004 - NA 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1,2007 - NA 

m 
Total MOTJs for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 I ,  2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 
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Information Surcharge Prem Orig 

(mdcxcviii) 
(mdcxcix) 
(mdcc) 
(mdcci) 
(mdccii) 
(mdcciii) 
(mdcciv) 
(mdccv) 
(mdccvi) 
(mdccvii) 
(mdccviii) 
(mdccix) 
(mdccx) 
(mdccxi) 
(mdccxii) 
(mdccxiii) 

Total MOUs for the year ending December 3 1 , 2001 - 
Total MOUs for the year ending December 3 1 , 2002 - 
Total MOTJs for the year ending December 3 1 , 2003 - 
Total MOUs for the year ending December 3 1 , 2004 - 
Total MOTJs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 1 , 2006 - 
Total MOUs for the year ending December 3 1 , 2007 - 
Total MOUs for the year ending December 3 1 2008 - 
Total revenue for the year ending December 3 1 , 2001 - 
Total revenue for the year ending December 3 1 , 2002 - 
Total revenue for the year ending December 3 1 , 2003 - 
Total revenue for the year ending December 3 1 , 2004 - 
Total revenue for the year ending December 3 1 , 2005 - 
Total revenue for the year ending December 3 1 2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1,2008 - 

Information Surcharge Prem Terminating 

(mdccxiv) 
(mdccxv) 
(mdccxvi) 
(mdccxvii) 
(mdccxviii) 
(mdccxix) 
(mdccxx) 
(mdccxxi) 
(mdccxxii) 
(mdccxxiii) 
(mdccxxiv) 
(mdccxxv) 
(mdccxxvi) 
(mdccxxvii) 
(mdccxxviii) 
(mdccxxix) 

Total MOUs for the year ending December 3 1 , 2001 - 
Total MOUs for the year ending December 3 1 , 2002 - 
Total MOUs for the year ending December 3 1 , 2003 - 
Total MOUs for the year ending December 3 1 , 2004 - 
Total MOUs for the year ending December 3 1 , 2005 - 
Total MOUs for the year ending December 3 1 , 2006 - 
Total MOTJs for the year ending December 3 1 , 2007 - 
Total MOUs for the year ending December 3 1 , 2008 - 
Total revenue for the year ending December 31,2001 - 
Total revenue for the year ending December 3 1 , 2002 - 
Total revenue for the year ending December 3 1 2003 - 
Total revenue for the year ending December 3 1 , 2004 - 
Total revenue for the year ending December 3 1 , 2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1 , 2007 - 
Total revenue for the year ending December 3 1 , 2008 - 

LOC Trans Residual Interconnection Charge 

(mdccxxx) 
(mdccxxxi) 
(mdccxxxii) 
(mdccxxxiii) 
(mdccxxxiv) 
(mdccxxxv) 

Total MOlJs for the year ending December 3 1 , 2001 - 
Total MOUs for the year ending December 3 1 , 2002 - 
Total MOUs for the year ending December 3 1 , 2003 - NA 
Total MOUs for the year ending December 3 1 2004 - NA 
Total MOTJs for the year ending December 3 1 , ZOOS - NA 
Total MOUs for the year ending December 3 1,2006 - NA 
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(mdccxxxvi) 
(mdccxxxvii) 
(mdccxxxviii) 
(mdccxxxix) 
(mdccxl) 
(mdccxli) 
(mdccxlii) 
(mdccxliii) 
(mdccxliv) 
(mdccxlv) 

Total MOUs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 1,2008 - NA 
Total revenue for the year ending December 3 1,2001 - 
Total revenue for the year ending December 3 1,2002 - 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1,2005 - NA 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1,2008 - NA 

Unbundled 

(mdccxlvi) 
(mdccxlvii) 
(mdccxlviii) 
(mdccxlix) 
(mdccl) 
(rndccli) 
(mdcclii) 
(mdccliii) 
(mdccliv) 
(mdcclv) 
(mdcclvi) 
(mdcclvii) 
(mdcclviii) 
(mdcclix) 
(mdcclx) 
(mdcclxi) 

Prem Local Switching Orig 

Total MOUs for the year ending December 3 1,2001 - 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOTJs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOTJs for the year ending December 3 1,2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,2001 
Total revenue for the year ending December 3 1,2002 
Total revenue for the year ending December 3 1,2003 
Tatal revenue for the year ending December 3 1,2004 
Total revenue for the year ending December 3 1,2005 
Total revenue for the year ending December 3 1 2006 
Total revenue for the year ending December 3 1,2007 
Total revenue for the year ending December 3 1,2008 

Local Transport - Tandem Switched Termination 

(mdcclxii) 
(mdcclxiii) 
(mdcclxiv) 
(mdcclxv) 
(mdcclxvi) 
(rridcclxvii) 
(mdcclxviii) 
(mdcclxix) 
(mdcclxx) 
(mdcclxxi) 
(mdcclxxii) 
(mdcclxxiii) 

Total MOTJs for the year ending December 3 1,2001 - 
Total MOUs for the year ending December 3 1,2002 - 
Total MOUs for the year ending December 3 1,2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOUs for the year ending December 3 1 2005 - 
Total MOTJs for the year ending December 3 1,2006 - 
Total MOTJs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1,2008 - 
Total revenue for the year ending December 3 1,2001 
Total revenue for the year ending December 3 1,2002 
Total revenue for the year ending December 3 1,2003 
Total revenue for the year ending December 3 1,2004 
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(mdcclxxiv) 
(mdcclxxv) 
(mdcclxxvi) 
(mdcclxxvii) 

Total revenue for the year ending December 3 1,2005 - 
Total revenue for the year ending December 3 1,2006 - 
Total revenue for the year ending December 3 1,2007 - 
Total revenue for the year ending December 3 1,2008 - 

Local Transport Multiplexing for Originating 

(mdcclxxviii) 
(mdcclxxix) 
(mdcclxxx) 
(mdcclxxxi) 
(mdcclxxxii) 
(mdcclxxxiii) 
(mdcclxxxiv) 
(mdcclxxxv) 
(mdcclxxxvi) 
(mdcclxxxvii) 
(mdcclxxxviii) 
(mdcclxxxix) 
(mdccxc) 
(mdccxci) 
(mdccxcii) 
(mdccxciii) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOUs for the year ending December 3 1 2003 - NA 
Total MOTJs for the year ending December 3 1,2004 - NA 
Total MOUs for the year ending December 3 1 2005 - NA 
Total MOUs for the year ending December 3 1,2006 - NA 
Total MOUs for the year ending: December 3 1.2007 - NA 
Total MOUs for the bear ending December 3 1; 2008 - - 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1,2005 - NA 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1,2008 - 6 

Local Transport Multiplexing for Terminating 

(mdccxciv) 
(mdccxcv) 
(mdccxcvi) 
(mdccxcvii) 
(mdccxcviii) 
(indccxcix) 

Total MOT-Js for the year ending December 3 1 200 1 - NA 
Total MOUs for the year ending December 3 1 2002 - NA 
Total MOUs for the year ending December 3 I ,  2003 - NA 
Total MOUs for the year ending December 3 1,2004 - NA 
Total MOUs for the year ending December 3 1,2005 - NA 
Total MOUs for the year ending December 3 1,2006 - NA 

(mdccc) 
(mdccci) 
(mdcccii) 
(mdccciii) 
(mdccciv) 
(mdcccv) 
(mdcccvi) 
(mdcccvii) 
(mdcccviii) 
(mdcccix) 

Total MOUs for the year ending; December 3 1.2007 - NA 
Total MOTJs for the bear ending December 3 1 ; 2008 - - 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1 2004 - NA 
Total revenue for the year ending December 3 1, 2005 - NA 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1,2008 - 6 
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LT Tandem Switched Facility Orig 

(mdcccx) 
(mdcccxi) 
(mdcccxii) 
(mdcccxiii) 
(mdcccxiv) 
(mdcccxv) 
(mdcccxvi) 
(mdcccxvii) 
(mdcccxviii) 
(mdcccxix) 
(mdcccxx) 
(mdcccxxi) 
(mdcccxxii) 
(mdcccxxiii) 
(mdcccxxiv) 
(mdcccxxv) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 3 1,2001 - 
MOUs for the year ending December 3 1,2002 - 
MOUs for the year ending December 3 1,2003 - 
MOUs for the year ending December 3 1,2004 - 
MOUs for the year ending December 31,2005 - 
MOUs for the year ending December 3 1,2006 - 
MOUs for the year ending December 3 1,2007 - 
MOTJs for the year ending December 3 1,2008 - 
revenue for the year ending December 3 1,2001 - 
revenue for the year ending December 3 1,2002 - 
revenue for the year ending December 3 1,2003 - 
revenue for the year ending December 3 I ,  2004 - 
revenue for the year ending December 3 1,2005 - 
revenue for the year ending December 3 1,2006 - 
revenue for the year ending December 3 1,2007 - 
revenue for the year ending December 3 1,2008 - 

LT Tandem Switched Termination 

(rndcccxxvi) 
(mdcccxxvii) 
(mdcccxxviii) 
(mdcccxxix) 
(mdcccxxx) 
(mdcccxxxi) 
(mdcccxxxii) 
(mdcccxxxiii) 
(mdcccxxxiv) 
(mdcccxxxv) 
(mdcccxxxvi) 
(mdcccxxxvii) 
(mdcccxxxviii) 
(mdcccxxxix) 
(mdcccxl) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 3 1,2001 - 
MOUs for the year ending December 3 1,2002 - 
MOUs for the year ending December 3 1,2003 - 
MOUs for the year ending December 3 1,2004 - 
MOUs for the year ending December 3 1,2005 - 
MOUs for the year ending December 3 1,2006 - 
MOUs for the year ending December 3 1,2007 - 
MOUs for the year ending December 3 1,2008 - 
revenue for the year ending December 3 1,200 1 
revenue for the year ending December 3 1,2002 - 
revenue for the year ending December 3 1,2003 - 
revenue for the year ending December 3 1,2004 - 
revenue for the year ending December 3 1,2005 - 
revenue for the year ending December 3 1,2006 - 
revenue for the year ending December 3 1,2007 - - 

(mdcccxli) Total revenue for the year ending December 3 

LT Tandem Switched Termination - Term 
(mdcccxlii) 
(mdcccxliii) 
(mdcccxliv) 

Total MOUs for the year ending December 3 1 
Total MOUs for the year ending December 3 1 
Total MOUs for the year ending December 3 1 

2001 - 
2002 - 
2003 - 

Total MOUs for the year ending December 3 I ,  2004 - 
Total MOUs for the year ending December 3 1,2005 - 
Total MOUs for the year ending December 3 I ,  2006 - 
Total MOIJs for the year ending December 3 1,2007 - 

(mdcccxlv) 
(mdcccxlvi) 
(mdcccxlvii) 
(mdcccxlviii) 
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(mdcccxlix) 
(mdcccl) 
(mdcccli) 
(mdccclii) 
(mdcccliii) 
(mdcccliv) 
(mdccclv) 
(mdccclvi) 
(mdccclvii) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
To tal 
Total 

MOLJs for the year ending December 3 1,2008 - 
revenue for the year ending December 3 1,2001 
revenue for the year ending December 3 1,2002 
revenue for the year ending December 3 1,2003 
revenue for the year ending December 3 1,2004 
revenue for the year ending December 3 1,2005 
revenue for the year ending December 3 1,2006 
revenue for the year ending December 3 1,2007 
revenue for the year ending December 3 1,2008 

LT Tandem Switched Transport 

(mdccclviii) 
(mdccclix) 
(mdccclx) 
(mdccclxi) 
(mdccclxii) 
(mdccclxiii) 
(mdccclxiv) 
(mdccclxv) 
(mdccclxvi) 
(mdccclxvii) 
(mdccclxviii) 
(mdccclxix) 
(mdccclxx) 
(mdccclxxi) 
(mdccclxxii) 
(rndccclxxiii) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
revenue for the year ending December 3 I 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 

2001 - 
2002 - 
2003 - 
2004 - 
2005 - 
2006 - 
2007 - 
2008 - 
,2001 
,2002 
,2003 
,2004 
,200s 
2006 

,2007 
,2008 

Shared Trunk Port - Originating 

(mdccclxxiv) Total MOUs for the year ending December 3 1,2001 - NA 
(mdccclxxv) Total MOUs for the year ending December 3 1,2002 - NA 
(mdccclxxvi) Total MOUs for the year ending December 3 1,2003 - NA 
(mdccclxxvii) Total MOUs for the year ending December 3 1 2004 - NA 
(mdccclxxviii) Total MOTJs for the year ending December 3 1 2005 - NA 
(mdccclxxix) Total MOUs for the year ending December 3 1,2006 - NA 
(mdccclxxx) Total MOUs for the year ending December 3 1,2007 - NA 
(mdccclxxxi) Total MOUs for the year ending December 3 1,2008 - 
(mdccclxxxii) Total revenue for the year ending December 3 1,2001 - NA 
(mdccclxxxiii) Total revenue for the year ending December 3 1,2002 - NA 
(mdccclxxxiv) Total revenue for the year ending December 3 1,2003 - NA 
(mdccclxxxv) Total revenue for the year ending December 3 1 2004 - NA 
(mdccclxxxvi) Total revenue for the year ending December 3 1,2005 - NA 
(mdccclxxxvii) Total revenue for the year ending December 3 1,2006 - NA 
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(mdccclxxxviii) Total revenue for the year ending December 3 1,2007 - NA 
(mdccclxxxix) Total revenue for the year ending December 3 1 , 2008 - 

Shared Trunk Port - Terminating 

(mdcccxc) 
(mdcccxci) 
(mdcccxcii) 
(mdcccxciii) 
(mdcccxciv) 
(mdcccxcv) 
(mdcccxcvi) 
(mdcccxcvii) 
(mdcccxcviii) 
(mdcccxcix) 
(mcm) 
(mcmi) 
(mcmii) 
(mcmiii) 
(mcmiv) 
(mcmv) 

Total MOUs for the year ending December 3 1,2001 - NA 
Total MOUs for the year ending December 3 1,2002 - NA 
Total MOUs for the year ending December 3 1,2003 - NA 
Total MOTJs for the year ending December 3 1,2004 - NA 
Total MOUs for the year ending December 3 1 , 2005 - NA 
Total MOUs for the year ending December 3 1,2006 - NA 
Total MOTJs for the year ending December 3 1 , 2007 - NA 
Total MOUs for the year ending December 3 1,2008 - - 
Total revenue for the year ending December 3 1,2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 I ,  2003 - NA 
Total revenue for the year ending December 3 1,2004 - NA 
Total revenue for the year ending December 3 1,2005 - NA 
Total revenue for the year ending December 3 1,2006 - NA 
Total revenue for the year ending December 3 1,2007 - NA 
Total revenue for the year ending December 3 1,2008 - = 

Tandem Switched Transport Orig 

(mcmvi) 
(mcmvii) 
(mcmviii) 
(mcmix) 
(mcmx) 
(mcmxi) 
(mcmxii) 
(mcmxiii) 
(mcmxiv) 
(mcmxv) 
(mcmxvi) 
(mcmxvii) 
(mcmxviii) 
(mcmxix) 
(mcmxx) 
(mcmxxi) 

Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 
Total 

MOUs for the year ending December 3 1 , 
MOUs for the year ending December 3 1 , 
MOTJs for the year ending December 3 1 , 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1, 
MOUs for the year ending December 3 1? 
MOUs for the year ending December 3 1, 
MOTJs for the year ending December 3 1 , 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 
revenue for the year ending December 3 1 

Tandem Switched Transport - Termination 

2001 - 
2002 - 
2003 - 
2004 - 
2005 - 
2006 - 
2007 - 
2008 - 
,2001 
, 2002 
,2003 
,2004 
? 2005 
,2006 
,2007 
,2008 

(mcmxxii) 
(mcmxxiii) 

Total MOUs for the year ending December 3 1 , 200 1 - 
Total MOUs for the year ending December 3 1,2002 - 
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(mcmxxiv) 
(mcmxxv) 
(mcmxxvi) 
(mcmxxvi i ) 
(mcmxxviii) 
(mcmxxix) 
(mcmxxx) 
(mcmxxxi) 
(mcmxxxii) 
(mcmxxxiii) 
(mcmxxxiv) 
(mcmxxxv) 
(mcmxxxvi) 
(mcmxxxvii) 

Total MOUs for the year ending December 3 1 , 2003 - 
Total MOUs for the year ending December 3 1,2004 - 
Total MOTJs for the year ending December 3 1 , 2005 - 
Total MOUs for the year ending December 3 1 , 2006 - 
Total MOUs for the year ending December 3 1,2007 - 
Total MOUs for the year ending December 3 1 , 2008 - 
Total revenue for the year ending December 3 1 , 2001 
Total revenue for the year ending December 3 I ,  2002 
Total revenue for the year ending December 3 1 , 2003 
Total revenue for the year ending December 3 1 , 2004 
Total revenue for the year ending December 3 1 , 2005 
Total revenue for the year ending December 3 1 , 2006 
Total revenue for the year ending December 3 1 , 2007 
Total revenue for the year ending December 3 1 , 2008 

Unbundled Prem Local Switching Term 

(mcmxxxviii) 
(mcmxxxix) 
(mcmxl) 
(mcmxli) 
(mcmxlii) 
(mcmxliii) 
(mcmxliv) 
(mcmxlv) 
(mcmxlvi) 
(mcmxlvii) 
(mcmxlviii) 
(mcmxl ix) 
(mcml) 
(mcmli) 
(mcmlii) 
(mcmliii) 

Total MOUs for the year ending December 3 1,2001 - 
Total MOUs for the year ending December 3 1 , 2002 - 
Total MOUs for the year ending December 3 1 , 2003 - 
Total MOTJs for the year ending December 3 1 , 2004 - 
Total MOUs for the year ending December 3 1 , 2005 - 
Total MOUs for the year ending December 3 1 , 2006 - 
Total MOUs for the year ending December 3 1 , 2007 - 
Total MOUs for the year ending December 3 1 , 2008 - 
Total revenue for the year ending December 3 1 , 200 1 
Total revenue for the year ending December 3 1 , 2002 
Total revenue for the year ending December 3 1,2003 
Total revenue for the year ending December 3 1,2004 
Total revenue for the year ending December 3 1 , 2005 
Total revenue for the year ending December 3 1 , 2006 
Total revenue for the year ending December 3 1 , 2007 
Total revenue for the year ending December 3 1 , 2008 

WFUS Direct InterMTA Rate 

(mcmliv) 
(mcmlv) 
(mcmlvi) 
(mcmlvii) 

Total MOUs for the year ending December 3 1 , 2001 - NA 
Total MOUs for the year ending December 3 1 , 2002 - NA 
Total MOUs for the year ending December 3 1 , 2003 - NA 
Total MOUs for the year ending December 3 1 , 2004 - NA 

(mcmlviii) 
(mcmlix) 

Total MOT_Js for the year ending December 3 1,2005 - NA 
Total MOUs for the year ending December 3 1,2006 - = 

(mcmlx) 
(mcmlxi) 
(mcmlxii) 

Total MOUs for the year ending December 3 1,2007 - NA 
Total MOUs for the year ending December 3 1 , 2008 - NA 
Total revenue for the year ending December 3 1,2001 - NA 
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(mcmlxiii) 
(mcmlxiv) 
(mcmlxv) 
(mcmlxvi) 
(mcmlxvii) 
(mcmlxviii) 
(mcmlxix) 

Total revenue for the year ending December 3 1 2002 - NA 
Total revenue for the year ending December 3 1,2003 - NA 
Total revenue for the year ending December 3 1 2004 - NA 
Total revenue for the year ending December 3 1 2005 - NA 
Total revenue for the year ending December 3 1 2006 - 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1 2008 - NA 

End Office Direct Trunk Port - DS1 

(mcmlxx) 
(mcmlxxi) 
(mcmlxxii) 
(mcmlxxiii) 
(mcmlxxiv) 
(mcmlxxv) 
(mcmlxxvi) 
(mcmlxxvii) 
(mcmlxxviii) 
(mcmlxxix) 
(mcmlxxx) 
(mcmlxxxi) 
(mcmlxxxii) 
(mcmlxxxiii) 
(mcmlxxxiv) 
(mcmlxxxv) 

Total lJnits for the year ending December 3 1 2001 - NA 
Total Units for the year ending December 3 1 2002 - NA 
Total Units for the year ending December 3 1 2003 - NA 
Total Units for the year ending December 3 1 2004 - NA 
Total Units for the year ending December 3 1 2005 - NA 
Total Units for the year ending December 3 1 2006 - NA 
Total Units for the year ending December 3 1 2007 - NA 
Total Units for the year ending December 3 1 2008 - m 
Total revenue for the year ending December 3 1 2001 - NA 
Total revenue for the year ending December 3 1,2002 - NA 
Total revenue for the year ending December 3 1 2003 - NA 
Total revenue for the year ending December 3 1 2004 - NA 
Total revenue for the year ending December 3 1 2005 - NA 
Total revenue for the year ending December 3 1 2006 - NA 
Total revenue for the year ending December 3 1 2007 - NA 
Total revenue for the year ending December 3 1 2008 - - 
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10. Regarding your responses to AT&T Data Request Nos. 8 and 9 above, if the intrastate 
and interstate switched access rates are not the same, please respond to the following: 

Please admit or deny that the costs incurred by Windstream for intrastate switched 
access are the same as Windstream’s interstate switched access costs. 
Please confirm whether Windstream’s interstate switched access rates are lower 
than its intrastate switched access rates. 
Please state the effective date of Windstream’s current interstate switched access 
rates. 
Does Windstream believe that its current interstate switched access rates are 
compensatory? 
Has Windstream ever filed a petition or motion with the FCC claiming that its 
interstate rates are not compensatory, and requesting any relief! If yes, provide 
all pleading or petitions filed by Windstream at the FCC challenging that its 
current interstate switched access rates are below cost, including documents 
explaining the final disposition of such filing by the FCC. If no such pleadings 
or petitions were filed, please state so. 
Has Windstream reflected in any filings to its shareholders that its interstate 
revenues are below cost? If yes, provide such filings. 
Are the functions performed by Windstream while originating or terminating 
intrastate traffic materially different from when originating or terminating 
interstate traffic? 

RESPONSES - This question is in excess of a reasonable number of discovery questions that 
should be allowed under law, seeks in part information which is publicly available, seeks in part 
information which is irrelevant to the matters set forth in Verizon’s Complaint, and seeks legal 
positions or contentions which are improper. Without waiving the foregoing objections, 
Windstream East and Windstream West state as follows: 

(a) 

(b) 

With respect to subpart(a), neither Windstream East nor Windstream West has such cost 
information and, therefore, denies the statement. 
The interstate and intrastate switched access rates of Windstream West and Windstream 
East are tariffed and a matter of public record, and AT&T may confirm this information 
itself. 
Windstream West states that the effective date of its interstate switched access rates is 
July 1, 2009, and Windstream East states that the effective date of its interstate switched 
access rates is July 1,2009. 
Neither Windstream West nor Windstream East believes that its current interstate 
switched access rates, by themselves, are compensatory. 
Neither Windstream East nor Windstream West has filed a petition or motion with the 
FCC claiming that its interstate rates are not compensatory as the FCC has not attempted 
to reduce such rates without establishment of replacement mechanisms. Windstream East 
and Windstream West have participated in meaningful access reform efforts - See Exhibit 
AT&T#l Oe. 

(c) 

(d) 

(e) 
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(f) 
(8) 

Neither Windstream East nor Windstream West is a publicly traded company. 
Generally speaking, the fimctions performed in originating or terminating intrastate 
traffic are not materially different from originating or terminating interstate traffic. 
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December 7,2009 

Marlene H. Dortch, Secretary 
Federal Communications Commission 
445 12‘~  Street, sw 
Washington, DC 20554 

Re: Response to NBP Public Notice No. 19 

Iizternatioizal Comparison and Constinter Survey Requirenaerzts in the Broadband 
Data Improvenzerzt Act, GN Dlt. No. 09-47; A National Broadband Plan for Our 
Future, GN Dkt. No. 09-5 1; Irzqtiiry Coizcerning the Deployment of Advanced 
Telecomnziinicatioizs Capability To All Americans in a Reasonable and Tiinely 
Fashion, and Possible Steps to Accelerate Such Deployment Pursuant to Section 706 
of the Telecomnziinications Act of 1996, as Anaeiaded by the Broadband Data 
Inzproveineizt Act, GN Dkt. No. 09-1 37; Federal-State Joint Board oiz Universal 
Service, CC Dkt. No. 96-45; High-Cost Universal Service Support, WC Dkt. No. 05- 
337; Lifeline and Link Up, WC Dkt. No. 03-109; Universal Service Coiitribiitioiz 
Methodology; WC Dkt. No. 06- 122; Numbering Resource Optimization, CC Dkt. No. 
99-200; Irnplementatiorz of the Local Conapetition Provisions in the 
Teleconziniinicatioizs Act of 1996, CC Dkt. No. 96-98; Developing a Ui@d 
Intercarrier Conzpensatioiz Regime, CC Dkt. No. 0 1-92; Intercai-iier Compensation 
.for ISP-Bound Traffic, CC Dkt. No. 99-68; IP-Eizabled Services, WC Dkt. No. 04-36 

Dear Ms. Dortch, 

In response to National Broadband Plan Public Notice No. 19, the undersigned mid- 
sized incumbent local exchange carriers submit the “Broadband Now Plan.” The attached 
document includes the Plan and describes the rationale behind its key provisions. 

If you have any questions concerning this filing, please do not hesitate to contact Eric 
Einhorn at 202-223-7668. We urge the Federal Communications Commission to take prompt 
action in this Docket so that the Plan can be implemented in early 2010. 

Sincerely, 

D. Michael Anderson 
Edward B. Krachmer 

403 W. 4th St. N. 
Newton, IA SO208 

Eric N. Einhorn 

Windstream Communications, Inc. 
1101 17th Street, N.W., Suite 802 
Washington, DC 20036 

David C. Bartlett 
Jeffrey S. Lanning 
CenturyLink Iowa Telecommunciations Services, Inc. 
701 Pennsylvania Ave., N.W., Suite 820 
Washington, DC 20004 

Michael J. Shultz 
Consolidated Communications Jennie B. Chandra 
350 S. Loop 336 W. 
Conroe, Texas 77382 

Kenneth F. Mason 
Frontier Communications Corporation 
180 S Clinton Ave. 
Rochester, NY 14646 
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DESCRIPTION OF BROADBAND Now PLAN 

The undersigned mid-sized incumbent local exchange carriers - CenturyLink, 
Consolidated Communications, Frontier Communications, Iowa Telecom, and Windstream 
Communications (collectively, the “mid-sized ILECs”) - are at the front lines of deploying 
broadband Internet access to millions of Americans in rural areas, while continuing to provide 
essential telecommunications services to consumers in areas where no other provider invests 
capital to deploy alternative networks and services. Collectively we provide communications 
and entertainment services to more than 12 million voice lines and 4 million broadband 
connections. Our experience and track record of success in deploying voice and broadband 
services to high-cost areas - precisely the types of areas that present the greatest challenges in 
achieving the ubiquitous availability of broadband Internet access service - provide us with a 
unique vantage point in understanding and assessing how to surmount those challenges. 

In this filing, we propose a plan that would take immediate, significant strides toward 
fulfilling the Commission’s broadband deployment goals, while paving the way for more 
fundamental reforms in the future. In particular, the Broadband Now Plan would 

Jump-start further broadband deployment by providing targeted, incremental support that 
would be dedicated to deployment of broadband facilities in high-cost areas that are 
currently unserved or have access only to service at speeds slower than 6 Mbps; 

Unlock private sector investment that would not otherwise be made by conditioning 
receipt of incremental support on making private investment equal to at least $800 per 
household without access to broadband (and $50 per household with access to broadband, 
but at less than 6 Mbps throughput); 

Increase the efficiency of universal service by calculating support on a more granular 
wire center level and awarding that wire center support in a competitively neutral manner 
that would permit a provider that required less targeted support to step forward and 
receive support in place of the incumbent (while then assuming carrier of last resort 
obligations for that wire center); 

Result in approximately 95% of our voice connections having access to broadband 
service delivering at least 6 Mbps throughput within 5 years and the creation of a robust, 
fiber-rich, second mile and middle mile transport network that would facilitate the 
provision of mobile broadband service through shared, more efficient backhaul’; and 

Reform intercarrier compensation by reducing terminating switched access and reciprocal 
compensation rates and eliminating loopholes and regulatory arbitrage opportunities, 
while replacing a portion of the lost revenue with explicit, predictable support that would 

~ ~ 

This estimate is based on (a) the signatories’ existing service territories as of the date of 1 

this filing and does not include any areas that might be acquired in any pending or future 
transactions since they may have different levels of existing broadband availability than the 
signatories’ current operations; and (b) adoption of the Broadband Now Plan in its entirety. 



Broadband Now Plan December 7,2009 

increase carriers’ ability to attract private investment capital needed for increased 
broadband deployment. 

As the Commission has noted in connection with development of a National Broadband 
Plan, it has “not yet met the challenge of bringing broadband to everyone” and its “goal must be 
for every American citizen and every American business to have access to robust broadband 
 service^."^' The R U I - ~  Broadband Strategy Report found in particular that “[nlo national 
broadband strategy can be undertaken without due consideration to the rural broadband 
infra~tructure.”~’ The mid-sized ILECs agree that policymakers must focus on and address 
obstacles to further broadband deployment in high-cost, rural areas. We have deployed high- 
speed broadband service to the vast majority of our customers in rural and small communities - 
approaching 90% of our customers. The challenge, however, is to make such investments 
economically viable where the business case does not support deployment. Despite aggressive 
deployment, the mid-sized ILECs, in aggregate, still have approximately 1.3 million customers 
who lack access to our broadband service. But with sufficient government funding, we are 
committed to deployment of broadband infrastructure to the remainder of our customer base by 
leveraging our existing infrastructure and making necessary investments. 

While some would argue the Commission should first create new broadband-based policy 
and rules from whole cloth, such extensive reform would require new rounds of notice and 
comment, resulting in a substantial delay in transitioning the Universal Service Fund from a 
mainly voice-oriented model to one that can support both broadband and voice. The 
Commission is not limited to such a binary choice. Rather, the Broadband Now Plan offers a 
framework of reforms to the Commission’s universal service and intercamer compensation 
regimes for the near term as a way to make quick progress on deploying extensive broadband 
networks at speeds of 6 Mbps or higher, while embarking on the longer and more difficult 
journey to further modernize the universal service and intercamer compensation systems. 

I. The Universal Service Regime Should Be Reformed to Provide Incremental Support 
That Would Be Tied to Increased Private Investment and Dedicated to Broadband 
Deployment in Areas Lacking Access to 6 Mbps Service. 

As the Commission’s broadband team has recognized, the current universal service 
system suffers from structural problems that present a significant hurdle to ubiquitous broadband 
depl~yment.~ With reforms, universal service can serve as a critical component of a national 
broadband strategy for the simple reason that additional, targeted support is needed to fund 
deployment of high-speed broadband service in areas lacking access to broadband service of at 
least 6 Mbps. 

7 - A National Broadband Plan for Our Future, Notice qflnquiry, 24 FCC Rcd 4342,15 

See FCC Report, “Bringing Broadband to Rural America: Report on a Rural Broadband 

Staff Presentation, “Broadband Gaps,” at Nov. 18,2009, FCC Open Meeting. 

(2009). 

Strategy,” at 7 8 (May 22, 2009). 
3 

4 

2 
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A. Reform Would Proceed in Two Phases That Permitted Immediate Progress 
on Broadband Deployment While Setting the Stage for More Fundamental 
Changes. 

As set forth in more detail in the attachment, we propose to create a system that would 
reform high-cost universal service support in two phases to aid broadband deployment. In Phase 
I, universal service support would be determined on a more granular level based on the highest 
cost wire centers (rather than broad study areas or states that qualify for support). Eligible wire 
centers would qualify for additional support beyond current levels; that incremental support 
would be devoted to broadband deployment in areas lacking access to 6 Mbps service. Carriers 
that elect to receive this incremental support would be required to invest $800 per household of 
their own funds to deploy broadband facilities if the household is unserved (and $50 per 
household in areas with access to broadband at speeds less than 6 Mbps). In other words, a 
carrier would be required to invest $800 of the amount needed to bring broadband to an unserved 
household in connection with its draw on incremental universal service funding. Carriers would 
receive this incremental high-cost model support until they completed deployment of 6 Mbps to 
98 percent of their lines. To help provide the necessary incremental fimding, the Commission 
would change the Universal Service Fund (“USF”) contribution methodology to include all 
connections-broadband and voice-in a competitively neutral fashion. 

Upon implementation of Phase I, the Commission would launch Phase I1 by beginning a 
proceeding to determine the mechanism for future high-cost funding for existing broadband and 
voice services and the extent to which further funding is needed for new broadband deployment. 
This proceeding would specifically address, among other items, how the broadband standard 
should evolve over time and how the universal service fund should be sized and directed to 
achieve chosen policy objectives. The Commission also would consider what, if any, updates 
should be made to the foiward-looking cost model to better identify high-cost areas where 
support for broadband and voice services are needed. 

Phase I1 would take significant time, including various rulemakings, reasonable transition 
periods, and related steps. Although these steps likely will be necessary, we do not believe 
reform should await their completion given that Phase I can be implemented in the short term 
based on rulemaking proceedings the Commission already has, in some cases, had open for years 
and will facilitate meaningful progress toward universal broadband deployment. Further, some 
of the measures proposed for Phase I (e.g., determining support on a more granular basis) will be 
necessary elements of implementing Phase I1 reform and thus will move us closer to fundamental 
reform. And proceeding in stages will result in less disruption and uncertainty - factors that 
would otherwise discourage large, long-term private investments in broadband deployment and 
upgrades. 

B. The Plan Would Provide Effective and Efficient Support for Increased 
Broadband Deployment. 

This proposal rapidly and effectively addresses many of the structural problems in the 
current universal service system identified by the Commission’s broadband team. It would 
dedicate incremental universal service funding exclusively to the deployment of broadband and 
create a higher level of accountability for the use of universal service support for that purpose. 

3 
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This new targeted funding would significantly improve the availability of broadband Internet 
access. TJnder our proposal, the Commission would support a robust offering of 6 Mbps 
throughput, which would require carriers to deploy fiber deeper into their networks (requiring a 
12,000 foot carrier serving area).5 We estimate the Broadband Now Plan could deliver 
broadband service at speeds of 6 Mbps to approximately 95 percent of the voice connections of 
the signatory mid-sized IL,ECs within a span ofjust 5 years.6 

The investments that would be supported by the incremental universal service funding 
would enable not only wider provision of wireline broadband Internet access service, but also 
would facilitate the provision of iizohile broadband service using Long Term Evolution (“LTE”) 
and similar technologies. In those areas where we do not yet offer broadband service, the critical 
needs are to deploy fiber deeper into the network - the so-called “second-mile~7 problem - and in 
some cases to overcome the cost of backhaul to the Internet - the so-called “middle mile” 
problem. By expanding and enhancing the second mile and middle mile infrastructure already 
used by both wired and wireless providers, the cost of providing (and increasing capacity of) 
both fixed and mobile broadband will be reduced. It is more efficient for multiple networks to 
share the same backhaul infrastructure in areas that cannot economically support more than one 
deployment, and this deployment will ensure spectrum can be maximized for end user 
connectivity, its highest value purpose. Absent some form of predictable and sufficient support, 
the business case for deploying infrastructure to support broadband in these high-cost areas does 
not exist. 

Further, the Plan would achieve increased broadband deployment by using universal 
service Eunding in a more efficient and effective way. First, the Plan would calculate support on 
a more granular basis (i.e., wire centers) that more accurately identifies the highest cost areas 
than the current system, which allocates funding based on average costs of broader areas that 
sometimes encompass a mix of high-cost and lower-cost wire centers. Second, under the 
Broadband Now Plan, carriers that accept an incremental increase in universal service support 
for broadband deployment in areas lacking 6 Mbps service would have to match support they 
receive with their own private investment up to the level of investment they generally make in 
areas that are economic to serve. By eliciting such private investment as a condition of receiving 
support, the Plan would multiply the effect of limited universal service dollars. Moreover, once 
the Commission determines that sufficient broadband coverage and speeds have been achieved, 
it could revisit the size of the fund and reduce or eliminate support for new broadband 
deployment, while leaving funding in place for operating and maintenance capital expenditures. 

The Commission alternatively could choose to support a higher throughput option. The 
higher throughput option would take longer and cost more in the short-run to deploy than would 
the 6 Mbps option, but it likely would save substantially on future upgrades by minimizing the 
need to reconfigure last-mile facilities. 

territories as of the date of this filing and does not include any areas that might be acquired in 
any pending or future transactions since they may have different levels of existing broadband 
availability than the signatories’ current operations; and (b) adoption of the Broadband Now Plan 
in its entirety. 

5 

As mentioned above, this estimate is based on (a) the signatories’ existing service 
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Third, the Plan would award incremental support in a competitively neutral way to the 
carrier that would be able to provide service at the lowest cost, thus ensuring that no more 
universal support than necessary was used to increase broadband support in an area. In 
particular, if a carrier other than the incumbent could demonstrate that its own costs of providing 
service would require less targeted support than would otherwise be needed based on the 
forward-looking model, that carrier would receive the lower amount of support in place of the 
incumbent, provided that it agreed to assume exclusive carrier of last resort (“COLR’) 
obligations for offering facilities-based voice service to all lines in the wire center. Of course, 
that carrier - like any incumbent recipient of support - would have to use the incremental 
additional support for purposes of deploying broadband in areas that lack 6 Mbps service and 
meet the same private investment thresholds. 

Finally, the Plan recognizes that even as the focus of universal service support 
increasingly shifts to expanding broadband network availability and speed, there continues to be 
a need to provide support for current voice services and the network investments already made 
by carriers. Entirely shifting existing support to new high-speed broadband services would leave 
some customers behind and create new problems. Universal service funding in uneconomic 
areas is critical to fulfilling COLR obligations, particularly as implicit subsidies are rapidly being 
eliminated due to competitive pressure and questionable traffic routing and compensation 
schemes. The signatory companies, in aggregate, make capital expenditures of nearly 
$1.7 billion each year, which amount to annual per customer investments in the range of 
approximately $loo-$ 140.7 Universal service support has played and continues to play an 
important role in deploying carrier of last resort infrastructure, and it would not be prudent to 
strand consumers where support is needed to continue existing service. Moreover, focusing 
universal service support only on new broadband deployment could have the perverse effect of 
undermining private sector broadband investment: Investors would be less willing to provide 
capital to carriers serving high-cost areas - capital that could be used to invest in broadband 
deployment - if those carriers were forced to bear the economic burden of COLR obligations 
without sufficient support for existing services. 

11. A Broadband Solution Requires Reasonable Reforms of Intercarrier Compensation 
That Virtually Eliminate Incentives for Arbitrage and Loopholes that Currently 
Distort the Marketplace. 

In addition to changes to the universal service regime, a broadband solution requires that 
the Commission enact reasonable intercarrier compensation reform. The need for such reform is 
well-documented and acknowledged by a wide variety of stakeholders. The current intercarrier 
compensation regime has created opportunities for arbitrage, produced numerous disputes, and 
done little to prevent unlawful non-payment and evasion, all of which result in competitive 
distortions and unfair burdens on some consumers and providers as compared to others. The 
resulting regulatory uncertainty, disputes, and increased costs discourage broadband investment 
and create regulatory barriers to broadband deployment. 

In 2008, CenturyLink’s total annual capital expenditures were approximately $973 million, 
Windstream’s were approximately $3 18 million, Frontier’s were approximately $288 million, 
Consolidated’s were approximately $48 million, and Iowa Telecom’s were approximately 
$28 million. These figures are on a pro forma basis for any acquired properties. 

5 



Broadband Now Plan December 7,2009 

Under the Broadband Now Plan, intercarrier rates would be reduced, with the lost 
revenues addressed in part through opportunities to rebalance end-user rates and the elimination 
of certain loopholes and arbitrage opportunities (e.g., phantom traffic and failure to pay approved 
rates for use of switched access services). Reduction in intercarrier rates will help transition the 
industry from relying on implicit subsidies &om access charges. At the same time, replacement 
of some of the lost access revenue with explicit, predictable support would recognize the higher 
costs of providing service in rural areas and lead to reduction in carriers’ cost of capital as 
investors perceive risks lower than those inherent in today’s intercarrier compensation system. 
The Broadband Now Plan couples these measures with reform that would eliminate equal access 
obligations on a going forward basis, while preserving the status quo for existing customers as a 
way to wind down the originating access system. 

A clear and enforceable system of intercarrier Compensation will produce conditions that 
facilitate carriers’ ability to attract private investment capital needed for widespread deployment 
under the National Broadband Plan. Carriers, however, would not be made whole for lost 
intercarrier compensation revenue. The intent is to create a fair and workable set of reforms that 
equitably spread the burdens among the relevant stakeholders. 

* * * 

The Broadband Now Plan does not purport to address every issue and problem with the 
current universal service and intercarrier compensation rules. Rather, our goal is to present a 
reasonable and achievable framework that will rapidly modernize the existing universal service 
and intercarrier compensation regimes in a way that will support achievement of the 
Commission’s broadband goals. The Broadband Now Plan supports the immediate deployment 
of broadband in unserved areas, provides material regulatory reform, and establishes a clear 
transition plan for fbrther comprehensive reform. 

6 
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ATTACHMENT 

BROADBAND Now PLAN 

Universal Service Fund Reform 

Phase I 

0 Reform high-cost model support and permit rural price-cap carriers to elect on a 
one-time basis to receive this support. A price cap-regulated carrier would be allowed 
to make a one-time request for increased Non-Rural High-Cost model support through a 
mechanism that would provide support for each wive center where the forward-looking 
cost of universal service per line (determined by the Synthesis Model) was greater than 
2.75 times the national average cost per line. To provide continuity, we propose that 
Interstate Access Support and Interstate Common Line Support would be excluded from 
this discrete change to the current USF mechanisms, as these funds would continue to be 
used in part for maintenance-related operating and capital expenditures to help meet 
existing COLR obligations. Carriers would receive the incremental high-cost model 
support until they complete deployment of broadband service at speeds of 6 Mhps to 98% 
of their lines. 

0 Dedicate the incremental forward-looking high-cost support to broadband 
deplovment. A service provider that elected to receive increased universal service 
support would be required to dedicate the incremental funding, combined with its private 
investment (described below), to increase the availability of high-speed broadband 
Internet access to households in areas in its service territory that lack access to 6 Mbps 
service. 

0 Require the recipient of incremental forward-loolunp high-cost support to invest its 
own capital in support of broadband deplovment. For each household for which a 
provider uses incremental universal service funding under this proposal to support 
network expansion, the carrier would be required to invest (using private funding) at least 
$800 where no high-speed broadband access service exists today and $SO where 
broadband has been deployed but available speeds are less than 6 Mbps. Put another 
way, a provider would be required to invest $800 of the amount needed to bring 
broadband to an unserved household in connection with its draw on incremental universal 
service funding. 

0 Award the incremental high-cost model support in a competitivelv neutral fashion. 
Any broadband provider could apply for wire center support so long as it would be 
willing ( 1) to assume exclusive COLR responsibilities for offering facilities-based voice 
service to all lines throughout the entire wire center; (2) to use the incremental support, 
above and beyond current funding levels, to deploy broadband in areas lacking 6 Mbps 
service; and (3) to meet the investment thresholds noted above. The incumbent serving 
as the COLR would receive the model support unless a lower cost provider stepped 
forward to assume these commitments; such a new entrant would have to demonstrate 
based on its own costs and network that it would require less targeted support than would 
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otherwise be needed as determined by the forward-looking model and would become the 
COLR for that wire center. If such a new entrant were awarded support, the incumbent 
would be relieved of any and all COLR obligations including, but not limited to, 
unbundling, resale, and pricing regulations, but it could engage in commercial 
arrangements at its discretion. 

0 Revise the USF contribution methodology to include all connections. To facilitate the 
transition to supporting broadband and help provide the necessary incremental funding, 
the Commission would change the TJSF contribution methodology to include all 
connections-broadband and voice-in a competitively neutral fashion. The 
Commission also may consider other measures to help offset the cost of the incremental 
funding, including, for example, eliminating access replacement for Competitive Eligible 
Telecommunications Carriers. 

Phase II 

TJpon implementation of Phase I changes, the Commission would launch a proceeding to 
determine (1) the mechanism for future high-cost funding for existing broadband and 
voice services and (2) to what extent, if any, further funding is needed for new broadband 
deployment. 

- The Commission would consider whether to transition to a new mechanism that 
provides support for capital expenditures for specific broadband deployment projects, 
with recurring support limited to operating and maintenance capital expenditures, as 
well as how it will continue to support voice services in high-cost areas. 

- New broadband funding may be dedicated to expanding broadband access to any 
areas that have not been addressed by 6 Mbps service yet or increasing speeds in 
areas where 6 Mbps service is already offered but not by more than one provider. 

0 In that same proceeding, the Commission also would consider what, if any, updates 
should be made to the forward-looking cost model to better identify high-cost areas 
where support for broadband and voice services is needed. 

2 
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Intercarrier Contpensation Reforni. 

0 Eliminate loopholes and arbitrape opportunities. Some providers improperly divert 
significant amounts of lawfully compensable traffic away from intercarrier 
compensation mechanisms under the current regime. This creates competitive 
distortions, regulatory uncertainty, and disincentives to invest in network facilities, 
including those used for broadband. The Commission would eliminate these loopholes 
and arbitrage opportunities by: 

o Explicitly confirming that all traffic that terminates on the PSTN - including in 
particular IP-originating traffic - is subject to existing access charge and 
reciprocal compensation mechanisms. Access rate arbitrage is increasing and 
undermines a key revenue stream used to support the COLR system and 
promote network stability to advance broadband deployment. For example, the 
inappropriate questioning of whether VoIP-originated traffic is subject to 
terminating access charges has generated a raft of disputes among carriers, 
leading to significant regulatory uncertainty, litigation costs, investment risks, 
and a patchwork of interim solutions. The Commission would finally act to 
eliminate any questioning and make clear that all non-local traffic that 
terminates on the PSTN is subject to terminating access charges throughout and 
subsequent to the transition periods contemplated in this proposal. The 
principles and regulations should be clear and enforceable. 

o Implementing rules for the elimination of “phantom traffic.” Phantom traffic 
consists of traffic that is sent without signaling information, or with improper 
information, and that inappropriately escapes the application of intercarrier 
compensation rules. 

0 Reduce price cap carriers’ terminating switched access and reciprocal 
compensation rates. Initial reductions would occur in two phases. First, interstate 
and intrastate terminating switched access rates and reciprocal compensation rates 
would be reduced to the CALLS target rate of $0.0065 in three equal installments over 
a period of three years. Second, in years four and five, the unified terminating 
switched access and reciprocal compensation rates would be reduced in two equal 
adjustments to the lower CALLS target rate of $0.0055 per minute. 

0 Establish local service benchmark rate and permit capped annual increase of 
retail rates to reach that benchmark for mid-sized price cap carriers. This 
proposal would establish a local service benchmark rate that would ultimately be 
$23.50 for residential service, including the basic service rate, subscriber line charges, 
and mandatory EAS charges. This local benchmark rate contemplates an increase in 
the current residential subscriber line charge G-om $6.50 to $8.00 per line. The 
benchmark would be used to determine the appropriate amount of funding needed to 
replace a portion of the lost access and reciprocal compensation revenues due to the 
rate reductions described above. No carrier would be required to increase its rates, but 
a carrier would be imputed revenue equal to the benchmark rate for each customer for 
purposes of this calculation, even if the actual rate charged was lower. There would be 

3 
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a five-year transition phase. During that time, a carrier would be permitted to increase 
its total retail rate (including the subscriber line charge) by no more than $1.50 per year 
until it hit the final $23.50 benchmark rate; the carrier would be imputed revenue equal 
to that amount regardless of whether it actually increased rates by $1 S O .  Because 
carriers in many cases would be unable to raise rates by the imputed amount due to 
competitive pressures, the effect would be that carriers would not fully recover their 
lost revenues due to the access and reciprocal compensation rate reductions. If a 
carrier cannot increase its local rates because it does not have retail pricing flexibility 
at the state level, and the state has an existing high-cost fund in place that could be 
utilized for rate rebalancing, then the Network Advancement Mechanism (described 
below) would not be reduced due to the imputation of a local rate benchmark. 

0 Establish a Network Advancement Mechanism to recover a portion of revenues 
lost as a result of terminating access and reciprocal compensation rate reductions. 
Under this proposal, the Commission would set up a Network Advancement 
Mechanism (“,AM7) under the TJSF, the purpose of which would be to compensate 
carriers for a portion of the revenues they will lose as a result of the mandatory 
reductions in terminating switched access and reciprocal compensation rates. The size 
of this fund would be equal to the amount of the intrastate switched access and 
reciprocal compensation revenue reductions for the first three years, and 50% of the 
reductions for the remaining two years of the transition period; as a result, during those 
last two years, carriers would recover only half of the total lost revenues from the rate 
reductions (or less if their retail rates were below the local service benchmarks for 
those years). After the transition period, the NAM would be calculated on a per- 
connection basis, and support from the NAM likewise would be based on the number 
of connections. 

0 Eliminate equal access oblipations to harmonize the treatment of all competitors. 
The Commission would remove the Equal Access obligations for new customers. 
Equal Access scripting requirements have been lifted already for even the Bell 
Operating Companies. Under this proposal, the scripting requirements would be lifted 
for all other providers, and the other Equal Access rules would be eliminated for new 
customers, which will result in a measured phase out of the rules over time. 

0 Open a further DroceedinP at the end of vear five to assess the need for and 
options for further reform. The Commission would institute a proceeding to 
consider further reform at the end of year five. Specifically the Commission would 
seek comment on, among many other items, whether to establish one unitary rate for 
all intercarrier compensation or unified rates by carrier, state, or track; and the proper 
role of state Cornmissions, the Federal-State Separations and Universal Service Joint 
Boards, and the Federal-State Joint Conference on Advanced Telecommunications 
Services. The Commission also would refer relevant issues to the Federal-State 
Separations and Universal Service Joint Boards relevant issues, including the 
following: whether to set a rate benchmark to constrain SLC increases in high rate 
states; whether a mechanism is needed to replace access or reciprocal compensation 
revenues during the next stage; and the impact of any changes or transitions on the 
separations process. 
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COMMENTS OF WINDSTREAM COMMUNICATIONS, INC. 

Windstream Communications, Inc., on behalf of itself and its affiliates (collectively 

“Windstream”), submits the following comments in response to the Federal Communications 

Commission (“Commission”) request for comment’ regarding the Petition of AT&T Inc. for 

Interim Declaratory Ruling and Limited Waivers Regarding Access Charges and the “ESP 

Exemption” (“AT&T Petiti~n”).~ Windstream also responds to two interrelated letter filings 

made by AT&T on the same day.3 

Windstream, like AT&T, believes that the best way for the Commission to address 

intercarrier compensation is through comprehensive reform that carefully balances end-user 

‘ Petition of A T& T for biterini Declaratory Riiliizg arid Limited Waivers Pleading Cycle Established, Pub1 ic Notice, 
WC Docket No. 08-152, DA 08-1725 (WCB rei. July 24,2008).. 

’ Petition of AT&T Inc. for Interim Declaratory Ruling and Limited Waivers Regarding Access Charges and “ESP 
Exemption,” WC Docket No. 08-152 (filed July 17,2008) (“AT&T Petition”). 

from Bob Quinn, AT&T, to Marlene Dortch, Secretary, FCC, CC Docket Nos. 01-92,96-45,04-36; WC Docket 
No. OS-337,99-68,07-135 (filed July 17,2008) (“AT&T July 17 Cover Letter”), 1 (explaining that, in addition to 
the Petition, AT&T was also filing two ex parte letters addressed to Chairman Martin urging comprehensive 
intercarrier compensation refonn and the extension of the Voiiage Order to fixed-location VoIP). 

AT&T’s Petition is one of a set of three filings made on July 17,2008 (collectively, “July 17Ih Filings”). See Letter 



rates, intercarrier rates, and universal service support. Pursuant to Section 254 of the 

Communications Act (“the Act”), this reform should lessen arbitrage opportunities and maintain 

revenue streams adequate to support affordable, quality service by carriers of last resort 

(“COLR7) in high-cost rural areas.4 Windstream and AT&T agree that the Missoula Plan 

provides a ready vehicle for advancing this positive, industry-wide r e f ~ r m . ~  

Windstream, however, strongly opposes AT&T’s piecemeal, “second best” proposals for 

intercarrier compensation reform. Far from second best, the AT&T Petition and AT&T’s ex 

parte letter request for extension of the Voizage O&r6 (“AT&T VoIP Preemption Ex Parte 

Letter”) altogether fail to address the problems faced by mid-sized and small carriers and the 

rural, high-cost regions they serve. In particular, any alternative that proposes special treatment 

for Voice over Internet Protocol (“VoIP”) should be rejected, because, among other defects, that 

proposal would increase, rather than decrease or eliminate, arbitrage opportunities. 

The Commission Should Deny AT&T’s Petition I. 

The AT&T Petition does not advance intercarrier compensation reform for any carrier 

except AT&T and accordingly should be rejected. In the absence of comprehensive reform 

through adoption of the Missoula Plan or appropriate implementation of its Benchmark 

Framework, AT&T proposes the Commission grant its Petition seeking a piecemeal fix to 

address termination of IP-PSTN traffic terminating on its network. AT&T requests that the 

‘ See 47 U.S.C. 9 254(b) (establishing that the Commission should ensure that rates are “just,” “affordable,” and 
“reasonably comparable” across regions). 

See Letter from Tony Clark, Commissioner and Chair, NARUC Committee on Telecommunications, et al. to 
Kevin Martin, Chairman, FCC, CC Docket No. 01-92 (filed July 24,2006) (attaching the Missoula Plan) (“Missoula 
Plan Ex Parte L,etter”); Coniineiit Soziglit oii Anieiidiiieiits to tlie Missorrla Plan Intercarrier Conpeiisatioii Proposal 
to Iiicorporate a Federal Beiichniark Mechaiiisin, Public Notice, DA 07-738, CC Docket No. 01-92 (WCB, rel. Feb. 
16,2007) (“Missoula Plan Amendments Public Notice”), 1, n.2 (listing AT&T and Windstream as supporters of the 
Missoula Plan). 

Voiiage I-Iolditigs Corporatioii Petition for Declaratory Riding Coiiceriiiiig aii Order oftlie Miiiiiesota Public 
Utilities Conmrissiorr, Memorandum Opinion and Order, FCC 04-267, WC Docket No. 03-21 1 (Nov. 12, 2004) 
(“Vonage Order”), afd, Minnesota Pub. Utils. Comm’n v. FCC, 483 F.3d 570 (8th Cir. 2007). 
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Commission clarify that terminating intrastate access charges would apply to IP-originated 

traffic terminated on AT&T’s network, but only where its intrastate terminating access charges 

are equal to or less than AT&T’s interstate terminating access rate. AT&T would be able to 

increase its originating access rates up to the maximum ATS target rate for rural price cap 

companies, which is $0.0095, and subscriber line charges (“SLCs”) to the relevant cap to make 

up the revenue it would otherwise lose from the reduction of its intrastate access rates to the 

interstate level. 

The AT&T Petition does not provide a rational path that most other carriers can follow. 

The SLC is an inadequate recovery mechanism for the majority of mid-size and small carriers. 

AT&T has more room to increase SLC rates to the caps than mid-size and small carriers, many 

of whom are already at or very close to the SLC cap. In addition, a number of mid-sized and 

small carriers are already near or above the $0.0095 originating rate cap proposed by AT&T, 

therefore, providing no opportunity for an increase. Moreover, AT&T generally has a smaller 

gap between its intrastate and interstate access rates than the mid-size and small carriers (not to 

mention lower rates to begin with). Thus, the AT&T Petition does not provide a pathway for 

intercarrier compensation reform for mid-sized or small ILECs. 

11. 

Windstream joins AT&T in reiterating its support of the Missoula 

The Commission Should Adopt the Missoula Plan 

The 

Commission can and should adopt this plan now. The Missoula Plan provides a thoughtful and 

balanced approach to comprehensive intercarrier compensation reform. As described in 2006 by 

its supporters, which included AT&T and Windstream, the Missoula Plan would 

comprehensively reform intercarrier compensation by “rationalizing current regulatory 

’ See Missoula Plan Ex Parte L,etter; Missoula Plan Amendments Public Notice. 
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distinctions, reducing the disparity in intercarrier charges, and shifting a portion of network cost 

recovery from intercarrier charges to a combination of (i) modestly higher subscriber line 

charges (“SLCs”) and (ii) a new federally administered program called the Restructure 

Mechanism.”* This plan has been extensively discussed in the record and has been endorsed by 

hundreds of carriers.’ 

111. The Effectiveness of Any Other Comprehensive Reform Plan Will Depend on 
Identifying the Correct Policy ‘“Dials” and Setting These Dials at 
Appropriate Levels 

If, however, the FCC does not adopt the Missoula Plan, AT&T’s Benchmark Framework 

Ex Parte Letter offers useful guidance on issues that need to be addressed by any truly 

comprehensive reform. l o  AT&T would have the Commission establish a national rate 

benchmark and then address certain variables or “dials” in “systematic fashion . . . to adjust a 

flow of revenue or to achieve a specific policy outcome” - e.g., a uniform terminating 

intercarrier rate, changes to the Federal SLC, and universal service support.’ ’ AT&T identifies 

most of the correct dials to consider when reforming intercarrier compensation. 

The AT&T Benchmark Framework Ex Parte Letter, however, fails to provide adequate 

guidance on how the Commission should set these policy dials. Without further clarification by 

AT&T, parties may try to use the AT&T Benchmark Framework as support for unsustainable 

proposals to move to a forced “bill and keep” model or to set unified termination rates at a level 

* Letter from Brian Benison (for the Missoilla Plan Supporters) to Marlene Dortch, Secretary, FCC, WC Docket 
No. 01-92 (filed Aug. 22,2006). 

CC Docket No. 01-92, (WCB 2006) (requesting comments on the Missouia Plan); Missoula Plan Amendments 
Public Notice (requesting further comments on and listing supporters of the compromise plan). 

l o  See L,etter from Bob Quinn, AT&T, to Kevin Martin, Chairman, FCC, CC Docket Nos. 01-92, 96-45; WC Docket 
No. 05-3.37, 99-68,07- 1 3 5  (filed July 17,2008) (“AT&T Benchmark Framework Ex Parte Letter”), 1. 

‘ I  Id. at 4. 

See Comment Sought on Missoula Intercarrier Compensation Reform Plan, Public Notice, DA 06-1 5 10, 
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below the economic cost of providing the service. Such proposals would not recognize that most 

COLRs still must rely heavily on revenues from intrastate and interstate access charges to keep 

rates and services affordable and comparable. Any reduction in intercarrier compensation rates 

without corresponding (real) recovery opportunities will jeopardize the availability of quality and 

affordable service to much of the high-cost and rural areas of the nation.I2 

To be successful, the Commission’s intercarrier compensation reform plan not only must 

consider all the appropriate dials, but also must set these dials at appropriate levels. Below, 

Windstream provides guidance on the appropriate settings for these policy dials. This discussion 

provides critical instruction on how to ensure AT&T’s Benchmark Framework serves as a 

blueprint for constructing robust, industry-wide reform. 

A. A National Rate Comparability Benchmark Is a Necessary Component of Any 
Comprehensive Intercarrier Compensation (and Universal Service) Reform 
Plan. 

Windstream supports the premise that carriers should first recover a reasonable amount of 

the costs to provide service from their customers before seeking universal service funding. 

Accordingly, Windstream agrees with AT&T’s recommendation that the Commission establish a 

national rate comparability benchmark as part of comprehensive reform to reflect what 

consumers should generally pay for basic telephone service. A benchmark would act in 

combination with the SLC cap and explicit universal service support to ensure that universal 

service funding is not funding unreasonable low rates for basic telephone service.13 

’‘ This result would be contrary to the universal service principles adopted in Section 254 of the Act. See 47 U.S.C. 
6 254(b) (establishing that the Commission should ensure that rates are ‘‘just,’’ “affordable,” and “reasonably 
comparable” across regions). 

l 3  In its Benchmark Framework Ex Parte Letter, AT&T proposes to include the following elements in its rate 
benchmark: (1) the rate for basic telephone service; (2) SLCs (including state SLCs if applicable); and ( 3 )  the end- 
user charge attributable to any state high-cost universal service funds in the calculation of the benchmark. AT&T 
Benchmark Framework Ex Parte Letter at 6. 
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When instituting this national benchmark, the Commission, however, should be mindful 

of two important considerations. First, the Commission should set the national benchmark at a 

reasonable level. Windstream recommends a level between $20.00 to $25.00 per month, as 

proposed by the Missoula Plan.I4 Setting the benchmark at this level would ensure that rates in 

rural areas are “reasonably comparable” to rates charged for similar services in urban areas (as 

required by the Act),” without allowing rates to remain at unreasonably low or high levels. 

Second, the benchmark should include any mandatory extended area service (“EAS”) additives 

that are common in local exchange carrier’s local service. Expanded local calling rate additives 

are particularly widespread in rural service areas where the local exchange area is geographically 

smaller. Over time, state commissions have expanded mandatory calling areas and, in many 

instances, have allowed a separate rate additive to reflect the larger local calling scope. 

B. Uniform Terminating Intercarrier Compensation Rate Reductions Must Be 
Offset by Reasonable Recovery of Network Cost Through Increased End-User 
RatesBLCs and Universal Service. 

AT&T’s proposal calls for terminating intercarrier rates for intrastate, interstate, and local 

traffic to be transitioned to a uniform structure and unified “at relatively low reciprocal 

Compensation levels (Le., below existing interstate access rate  level^)."'^ AT&T recognizes that 

“[tlhe precise rate levels would depend on the Commission’s decisions concerning the size of the 

universal service hnd  and end-user rates.”I7 It concludes that “moving to a unified terminating 

rate will result in access revenue reduction that should be offset by these other revenue sources,” 

See Letter from State Commissions and Missoula Plan Supporters, to Marlene Dortch, Secretary, FCC, 
CC Docket No. 01-92 (filed Jan. 30,2007) (describing the benchmark designed for the Early Adopter Fund). 

Is 47 U.S.C. f 254(b)(3). 

l 6  AT&T Benchmark Framework Ex Parte Letter at 4. 

“ I d  at 6. 

14 
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but does not identify how much end-user rate increases can be expected, or universal service 

support will be needed, to offset the reductions.” 

Although it generally supports unifying such rates (as is the case in the Missoula Plan), 

Windstream is concerned with the lack of detail presented in AT&T’s proposal. The proposal, 

without krther detail, could be used to justify rates that do not allow ILECs a reasonable 

opportunity to recover revenue from other sources. Unified intercarrier compensation rates that 

are too low would result in unaffordable end-user rates, an unsustainable increase to the 

universal service fund, andor revenue reductions that are too large to enable carriers to provide 

quality services to consumers (especially in high-cost and rural areas). 

This lack of detail is even more significant in light of a letter AT&T jointly filed (“Joint 

Letter”), subsequent to its July 1 7‘h filings, with a group of companies that would benefit from 

lower access rates.’’ The Joint Letter requests that the Commission establish a uniform 

terminating rate for all carriers at no higher than $0.0007 per minute - an amount that is not cost 

based.2o Thus, unfortunately, taking these various filings together, it appears AT&T’s proposal 

is not only for supporting a uniform terminating rate to be set below current interstate levels, but 

also supports a rate that effectively eliminates intercarrier compensation (Le., set at $0.0007). 

Setting a uniform rate at $0.0007 would jeopardize the ability of carriers of last resort to 

offer telecommunications services, in particular in high-cost and rural areas. As a price-cap 

company, Windstream operates in areas that for interstate access rate purposes have a target of 

$0.0095 per minute, $.006S per minute, and $O.OOSS per minute. At the $0.0007 rate proposed 

‘’ Id. 

l 9  See Letter from AT&T et al. to Kevin Martin, Chairman, FCC, et al., WC Docket 04-36, CC Docket No. 01-92 
(filed Aug. 6,2008) (“August 6 Joint Filing”). 

2o Id. at 2. 
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by the Joint Letter, Windstream’s interstate access rates would be reduced by over 90 percent, to 

just tiny fractions of a cent per minute. The impact is even larger when considering intrastate 

access reductions. Imposing a $0.0007 rate would only provide Windstream a fraction of the 

annual revenue it would otherwise be entitled to recover for terminating on its network many 

billions of minutes of other carriers’ traffic. In fact, the cost of recording, billing and collecting 

intercarrier compensation revenues for terminating other carrier’s traffic on our network would 

likely exceed the $0.0007 per minute rate. 

Setting rates at the unduly low level proposed by AT&T runs contrary to Commission 

precedent that recognizes rate levels should reflect the different conditions of carriers of different 

sizes. For example, the CALLS Order concluded that the rates of the larger carriers and the mid,- 

size and small carriers need not be unified at the same level.” The Commission there found that 

the RBOCs and GTE had significantly larger economies, and, therefore, should be able to 

recover a fair portion of their network costs through lower rates.’2 

C. A Modest Increase in Federal SLCs Could Be Used to Offset Reductions in 
Terminating Revenues and to Constrain Increases to the Universal Service 
Fund. 

AT&T proposes that the Commission allow increases in the SLC cap to recover a portion 

of the revenue reductions resulting from the reductions in terminating access rates when a carrier 

is below the national comparability ben~hmark.’~ Although AT&T makes no specific 

recommendation with regard to what the “moderate” increase in the SLC cap amount should be, 

2’ Access Charge Reform, Price Cap Peifomiaiice Review for  Local Exchange Carriers, Low- Voltrnie Long 
Distalice Useis, Federal-State Joint Board On Universal Seivice; Sixth Report and Order in CC Docket Nos. 96- 
262 and 94-1, Report and Order in CC Docket No. 99-249, Eleventh Report and Order in CC Docket No. 96-45; 
FCC 00-193 (rel. May 31, 2000), f 177. 

22 Id. See also Policy and Rides Concerning Rates for Dominant Carriers, Second Report and Order, FCC 90-3 14, 
CC Docket No. 87-313 (rel. Oct. 4, 1990, as corrected Oct. 31, 1990), f 262 (concluding that mid-sized and small 
carriers, unlike the Regional Bell Operating Companies and GTE, may not have the scale to benefit from price cap 
regulation, so price cap regulation was offered on an optional basis). 
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it clearly links the increase in the SL,C cap to the amount needed to reach the comparable 

benchmark for end users’ rates. 

Windstream supports this general recommendation that the Commission consider modest 

increases in the SLC caps as a means to constrain the growth of the universal service fund, with 

one important clarification: The Commission should not require carriers to increase SLCs to the 

cap or to the national benchmark levels. Rather, end-user revenues calculated at the SLC cap 

(assuming the national benchmark constraint) should be imputed to carriers seeking universal 

service funding. The Commission should enable carriers to recover lost revenue, but need not 

guarantee such recovery at levels below the rate benchmark. Given this approach, the 

Cornmission must ensure that carriers are not precluded from raising basic rates to the national 

benchmark. 

D. Federal Universal Service Support Will Be Needed to Recover Some of the 
Cost Now Recovered Through Intercarrier Charges. 

Although AT&T’s proposal correctly recognizes the need for universal service support in 

the context of its unified terminating rate plan, the AT&T Benchmark Framework Ex Parte 

L,etter provides little detail or indication of how this important “dial” should be set. AT&T 

merely provides that “the size of the federal universal service fund cannot be allowed to expand 

without limit.’724 

To provide clarity on the matter, Windstream urges the Commission to address this 

concern by setting the unified rate at a level that allows carriers, particularly those serving high- 

cost areas, to recover a fair portion of their network costs from other carriers using their network. 

This measure is necessary to satisfy the principles in Section 254 of the Act: Carriers in rural 

’’ AT&T Benchmark Framework Ex Parte L,etter at 7. 

24 Id. 
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areas must be able to maintain affordable rates, without placing overwhelming demands on the 

Universal Service Fund.’5 An unreasonably low unified rate, such as $0.0007, otherwise would 

result in significant and unsustainable growth in the universal service fund, even after rural 

carriers reach or impute the national benchmark. If the $0.0007 unified terminating rate were 

adopted, SLCs were increased to the current caps, and a $25.00 national benchmark were 

effectively implemented, Windstream alone would require significant additional federal 

universal service/access replacement funding to maintain its current levels of service. 

E. Comprehensive Reform Should Address Originating Access 

Finally, AT&T has neglected to identify an important “dial’> in its Benchmark 

Framework - originating access. Unlike the Missoula Plan, AT&T’s alternative proposals only 

address the establishment of a uniform ternzinatirzg intercarrier Compensation rate. The same 

local exchange network is used to both originate and terminate traffic, so maintaining a disparity 

in originating and terminating rates does not make economic sense. Moreover, any reform that 

does not include originating access services will likely result in new arbitrage opportunities. 

IV. VoIP Traffic Should Not Be Given Preferential Intercarrier Compensation 
Treatment 

The Commission should not provide VoIP traffic special status, as recommended in 

AT&T’s VoIP Preemption Ex Parte L,etter.’6 Specifically AT&T asks the FCC to preempt the 

jurisdiction of state commissions to regulate VoIP services while recognizing that states may still 

assess state universal service and TRS contributions to VoIP  provider^.'^ Effectively AT&T 

would carve VoIP out from the intercarrier compensation rules to which all other traffic is 

” See 47 U.S.C. 8 254(b) (calling for the Commission to ensure “reasonably comparable rates” across the United 
States and provide “specific, predictable and sufficient Federal and State mechanisins to preserve and advance 
universal service”). 

26 See Letter from Bob Quinn, AT&T, to Kevin Martin, Chairman, FCC, WC Docket No. 04-36, 06-122; CC Docket 
No. 96-45 (filed July 17,2008) (“AT&T VoIP Preemption Ex Parte Letter”). 
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subject. The Commission should deny this request and affirm that VoIP traffic is subject to the 

appropriate jurisdictionalized access rate based on the originating and terminating points of the 

traffic. 

AT&T would have the Commission believe that the PSTN is “rapidly obsolescing” and 

suggests that applying juridictionalized access charges somehow could “retard” the transition to 

a broadband infrastructure.2* These assertions are not supported by fact and could not be further 

from reality. AT&T ignores the ongoing need for the foreseeable future for PSTN facilities to 

provide voice and broadband services in high-cost areas. 

Ensuring sufficient support for the PSTN is necessary to fulfill Congress’s intent 

that consumers in all corners of the Nation have access to telecommunications and advanced 

 service^.'^ To the extent regulators still rely on rates for terminating calls as a means of 

recovering costs of providing those services, VoIP calls terminating on the PSTN must continue 

to contribute hnding those obligations. Otherwise carriers serving consumers in high-cost areas 

will not be able to reasonably recover network costs required to provide affordable and 

comparable services. Reducing access charges and corresponding revenues will actually make it 

more difficult, not less, for Windstream to invest in additional broadband depl~yment.~’ 

See AT&T VoIP Preemption Ex Parte L,etter at 3. 

’* See AT&T July 17 Cover Letter at 1. 

29 47 IJ.S.C. 5 254(b). 

30 Windstream receives less than 1% of its total revenue from high-cost loop and model support, and less than 3% of 
its total revenues from all federal high-cost support combined. Since it receives relatively little high-cost universal 
service funding, Windstream - unlike small carriers that can apparently finance fiber to the home in high-cost, 
remote areas - must make a business case for broadband deployment based on revenues it receives from its retail 
and wholesale customers. See U S .  Government Accountability Office, FCC Needs to Inprove Peiforniance 
Maiiageineiit aiid Streitgthen Oversight of the High-Cost Progranz, GAO-08-633 (rel. June 2008), 22-23 (“In rural 
areas served by rural carriers, the high-cost program allows the carrier to recoup a large portion of the investment 
that facilitates broadband service since, as we mentioned earlier, these carriers receive high-cost program support 
based on their costs. Alternatively, in rural areas served by nonrural carriers, which generally do not receive as 
much funding as rural carriers and do not receive funding based on their costs, the network upgrades necessary for 
broadband service are less likely. As a result, the availability of broadband services to rural customers is largely 
determined by the type of carrier they are served by, and not where they are located.”). 
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There is no rational basis for treating PSTN and VoIP traffic differently for intercarrier 

compensation purposes. VoIP traffic terminating on the circuit switched network uses the same 

network components, and the terminating carrier incurs exactly the same costs as terminating a 

call that originated instead as a circuit switched call. The primary difference between PSTN and 

VoIP traffic is that VoIP traffic originates on an IP network rather than a circuit switched 

network. From a customer’s perspective, VoIP providers offer voice services that are virtually 

identical to the ones offered by traditional wireline providers and, in fact, such services are 

marketed as substitutes for switched telecommunications services. In light of these substantial 

similarities, the Commission already has determined that VoIP services must comply with 

CALEA,3’ E91 1,32 and USF  contribution^,^^ and recently it supported the Nebraska Public 

Service Commission’s efforts to assess state universal service contributions to VoIP services.34 

At the moment, the primary (albeit improper) advantage held by VoIP providers is the 

perception of some of its purveyors that they may subvert the payment of properly 

jurisdictionalized access charges for the use of the PSTN. This refusal to pay gives VoIP-based 

voice telephony providers a cost advantage over PSTN-based service and at the same time 

undermines fair competition. It is incorrect for VoIP providers to repeatedly assert that applying 

the same rules to them when they use the PSTN as all other carriers that use the PSTN would 

3 ‘  IP-Enabled Services; E91 I Reqirirenients for IP-Enabled Senice Providers, First Report and Order and Notice of 
Proposed Rulemaking, FCC 05-1 16, WC Docket Nos. 04-36,05196 (rel. June 3,2005), petitions for review denied, 
Nuvio Coy. v. FCC, 473 F.3d 302 (D.C. Cir. 2006). 

” Cornniiriiicatioiis Assistance for Law Etforcenient Act aiid Broadband Access and Sei-vices, First Report and 
Order and Further Notice of Proposed Rulemaking, FCC 05-153, ET Docket No. 04-295, RM-10865 (rel. 
Sept. 23,2005), petitions for review denied, American Council on Educ. v. FCC, 451 F.3d 226 (D.C. Cir. 2006). 

33 Universal Service Contribirtion Metliodologv, Report and Order and Notice of Proposed Rulemaking, FCC 06-94, 
WC Docket Nos. 06-122,0446; CC Docket Nos. 96-45,98-171,90-571,92-237,99-200,95-116, 98-170; NSD 
File No. L-00-72 (rel. June 27,2006), 34, petitions for review granted inpart and vacated in part, Vonage Holdings 
Corp. v. FCC, 489 F.3d 1232 (D.C. Cir. 2007). 

14 



somehow “saddle” IP-based voice services with legacy reg~la t ion .~~ Although it may not be 

necessary for access charges to apply to IP-to-IP traffic that does not touch the PSTN, the fact 

remains that calls to PSTN customers are terminated no differently than any other traffic 

terminating over the PSTN. Permitting such traffic to pay a different amount merely because 

they originate in an IP platform would not be competitively or technologically neutral. 

Although AT&T correctly asserts that the existing compensation regime has resulted in 

numerous disputes resulting from the numerous rates assessed to the various traffic types, 

creating a different compensation mechanism for another class of traffic will exacerbate the very 

problem AT&T is purportedly trying to resolve. Many more carriers will assert, as they do 

today, that the traffic they are terminating is VoIP originated and therefore the lower rate (or no 

rate) would apply. Most carriers do not provide any evidence that their traffic is in fact VoIP 

originated and the terminating carrier has no ability to verify these claims. Creating a special 

category for VoIP traffic will only aggravate the problem. For this and other reasons cited 

above, the Commission should deny any request to treat VoIP services as a separate class of 

traffic subject to different intercarrier compensation requirements. 

V. 

AT&T raises additional issues regarding intercarrier compensation that need the 

Commission’s action for clarification. Windstream agrees that clarification is needed to create a 

more stable and predictable intercarrier compensation system. In particular, Windstream urges 

the Commission to address treatment of Internet Service Provider-bound (“ISP-bound”) traffic 

and phantom traffic. 

Other Issues Raised in AT&T’s Filing 

~ 

’‘ Brief for Amici Curiae United States and Federal Communications Commission Supporting Appellants’ Request 
for Reversal, Vonage Holdings Corp. and Vonage Network, Inc. v. Nebraska Pub. Serv. Comm’n (8th Cir. 2008) 
(NO. 08-1764). 
35 See August 6 Joint Filing at 3. 
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IS P-b ound traffic : 

Windstream supports AT&T’s position that the Commission should consider adopting 

bill-and-keep for dial-up ISP-bound traffic. At a minimum, the Commission should affrm that 

the jurisdiction of a call is determined by the originating and terminating points and that, 

therefore, virtual NXX calls are deemed interexchange and not subject to reciprocal 

compensation charges. This clarification is an appropriate response to marketplace conditions. 

From Windstream’s experience, there is an increasing amount of ISP-bound traffic in rural areas, 

and some forms of this traffic are an ongoing source of arbitrage. For example, certain CLECs 

offer services only to ISP providers and do not offer any services to the community at large. 

Their business plan is premised on the CLECs’ ability to collect reciprocal compensation 

charges, even when the traffic is interexchange but provided via a virtual NXX arrangement. 

Phantom traffic: 

Windstream, like AT&T, fully supports US Telecom’s proposal to assure that carriers 

have the ability to identify and track traffic on their network. Adoption of the proposal will 

ensure carriers are able to appropriately bill and collect intercarrier compensation. Without 

repeating the extensive record support for that proposal, Windstream reiterares that adopting 

rules for the proper identification of traffic will greatly help to eliminate intercarrier 

compensation billing disputes. 

VI. Conclusion 

For the reasons discussed above, the Commission should deny the AT&T petition and 

instead adopt the Missoula Plan. In any case, the Commission should adopt comprehensive 

intercarrier compensation reform that carefully balances end-user rates, intercarrier rates, and 

universal service support. Such reform is long overdue and would benefit consumers by 
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maintaining adequate revenue streams for carriers to support affordable, quality service in high- 

cost rural areas. 

Respectfully submitted, 

/s/ Eric N. Einhorn 

Eric N. Einhorn 
Windstream Communications, Inc. 
I101 17th St., N.W., Suite 802 
Washington, DC 20036 
(202) 223-7664 (phone) 
(202) 223-7669 (fax) 

Dated: August 21,2008 Its Attorney 
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ALLTEL CORPORATION 
655 15th Street N.W. 
Suite 220 
Washington. DC 20005 

202.783-3982 fax 
202-783-3970 

OOCKET RUE Cow ORIGW 

August 17, 1998 

Ms. Magalie Roman Salas, Secretary 
Federal Communications Commission 
1919 M Street, N.W., Room 222 
Washington, DC 20554 

Re: In the Matter of 
Access Charge Reform for 
Incumbent Local Exchange Carriers 
Subject to Rate-of-Return Regulation 
CC Docket No. 98-77 

Dear Ms. Salas: 

Enclosed for filing on behalf of ALLTEL Cornmications Services 
Corporation ("ALLTEL") please find an original and sixteen (16) copies of its 
comments in connection with the above-referenced matter. 

Also, in accordance with the Commission's Notice of Proposed Rulemaking 
dated June 4, 1998, I am sending two copies of ALLTEL's comments to the 
Competitive Pricing Division. 

Please address any questions respecting this matter to the undersigned counsel. 

Very truly yours, 

Carolyn C. Hill 

CCH/ss 

Enclosures 

cc: (wlencl.) 
Kathryn C. Brown, Chief, Common Carrier Bureau 
Competitive Pricing Division 
International Transcription Service, Inc. 



Before the 
FJ2DEW COlMMuNICATIONS COMMlIsSlON 

Washington, D.C. 20554 

- q - ,  * ._ PLL’ , ;bL3 In the Matter of 1 
) ’ L. .- 

Access Charge Reform for Incumbent 1 CC Docket No, 9tW-T , I  

Lmal Exchange Carriers Subject to 1 
Rate-of-Return Regulation 1 

0 ?J 

Comments of 
ALL’lXL Communications Services Corporation 

ALL’IEL Communications Services Corporation, on behalf of its local telephone 

exchange affiliates (hereinafter “ ALLTEL” or the ALLTEL companies”), respectfully 

submits its comments on the Commission’s Notice of Proposed Rulemaking (“NPRh4”) 

released June 4, 1998, in the abovecaptioned matter. 

Insroduction 

In earlier filed comments and reply comments in CC Docket No. 96-262, ALLTEL 

argued that access reform should not be delayed for rate-of-return LEG, such as the 

ALLTEL companies. However, in its First Report and Order adopted May 7, 1997, in that 

proceeding, the Commission deferred consideration of access reform for rate-of-return 

Companies, promising to address this issue in a separate proceeding in 1997. The instant 

NPRM represents that effort. 

The ALLTEL COMments herein focus on Item I (Introduction) and Item I1 (Rate 

Structure Modifications) of the NPRM. They also address why the controversial pricing 

ALLlEL Communications 

August 17, 1998 
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construct for price cap LECs should not be adopted for rate-of-return LECs and why it is 

imperative that pricing flexibility be granted now to the ALLTEL rate-of-return LECs. 

erlav o f a  Controverml ' Price Car, Construct Is Not Amror,ri&te 

In the NPRM, the Commission begins with the premise that the price cap access 

reform plan is correct for rate-of-return LECs and challenges them to prove otherwise. It 

basically proposes to overlay the changes adopted in CC Docket No. 96-262 for price cap 

IBCs to rate-of-return LECs and b slightly modify those changes to come up with 

proposed access rule changes for rate-of-return LECs. Regrettably, this will not result in 

meaningful access reform for the ALL'IXL rate-of-return L,ECs. 

It is inconsistent with the Commission's stated goals of achieving economic 

efficiency and advancing competition for it to concentrate on micromanaging an out-mod4 

system of access charge regulation while deferring consideration of fundamental issues such 

as pricing flexibility. Specifically, the NPRM fails to address the need of the ALL'lXL 

companies for pricing flexibility and for elimination of the Part 69 pooling rule that forces 

companies to make uneconomic decisions. It is only with this type of change that true 

access reform will occur. 

If access reform is to be achieved, the ALLTEL companies, as discussed below, 

need the ability to manage prices effectively, including implementing geographically 

deaveraged rates, and to offer volume and term discounts on switched services, and they 

need to be able to make these decisions on a study area-by-study area basis for all access 

rates and services. 
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ALLTEL ComDanies Do Not Ra ve Mar kd Power 

The ALLTEL LECs are located in fourteen (14) states and collectively have 

approximately 1.6 million access lines. They are ‘‘rural telephone” companies within the 

meaning of Section 153(37) of the Communications Act. Though by definition these 

companies are classified as “rural”, they nonetheless face increasing competitive pressures 

as the interexchange and local landscapes are reshaped and as barriers to entry are 

dismantled. The ALLTEL, companies are not immune to or insulated from the effects of 

competition. In markets such as Cleveland, Atlanta, Houston, Charlotte, and Pittsburgh, 

exchanges of ALLTEL companies neighbor large metropolitan markets.’ The proximiry of 

many ALLTEL exchanges to areas in which competition already has emerged,2 or will 

emerge as number portability and other pro-competitive measures are implemented, already 

places significant pressure on ALLTEL‘s access charges. 

The effect of an averaged, highly distortive access charge rate structure is to create 

pricing aberrations and economic inefficiency. The requirement to average access prices 

across a study area for ALLTEL’s markets containing low costhigh margin customers 

subjects these markets to further competitive pressures. As customers in these markets 

implement their alternatives, there is a “spiraling” effect which pushes additional costs to 

the next tier af customers and creates a new “artificial margin” that is pro-competitor rather 

ALLTEL has over 350,000 lines in the five MSAs listed. 
For example, Bell South has signed interconnection agreements with MCI Metro, Intermedia and ACS 

1 

2 

in Charlotte and in Atlanta; Bell Atlantic has Signed agreements with Eastern Telelogic and MFS in 
Pittsburgh; Ameritech has signed an agreement with Time Warner in Cleveland, and SBC has signed 
numerous agreements throughout Texas. 
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than pro-mmpetition. Absent pricing flexibility, ALLTEiL will continue to be 

disadvantaged relative to both new entrants and the price cap LECs. 

ALLTEL needs the freedom to respond to competition in our geographicaily denser 

markets. We need the ability now to price access flexibly. It is unnecessary for the 

Commission to construct elaborate regulatory schemes for the rate-of-return LECs. 

ALLTEL has no market power in the access realm. Existing and potential competitors 

abound. Wireless and cable services may have the potential to provide substitutable 

services. IXCs monitor our access rates closely and carefully choose between ordering 

services provided via dedicated circuits or switched access or through alternate facilities. 

IXCs also have direct contact with our customers through their provision of long distance 

services. This allows them to continually "take the pulse" of these customers and attempt 

to correct imbalances by pressuring ALLTEL to adjust access rates.3 

Competitors contend that incumbent LECs have bottleneck facilities and, therefore, 

enjoy an unfair competitive advantage. Incumbency in no way translam to an ability to 

control prices. ALLTEL does not have the financial reserves nor the economies (cost or 

ubiquity) to block entry through any form of anti-competitive pricing. The market for 

t&cmnmunications is national if not global, in scope. The relatively small piece of the 

network controLled by ALLTEL and the related prices charged €or that network have a 

negligible impact on the provision of broadly-based telecommunications services. In the 

evolving telecommunications market, the product has become an integrated package of 

In their 1998 annual access filing, the ALLTEL companies reduced, excluding their NECA carrier 3 

common line pool rates, interstate access rates by $26.5 million. Notwithstanding that this was a twenty- 
five percent (25 %) rate reduction, AT&T petitioned to suspend and investigate the ALL"€!L filing. This 
request was denied by the Commission. 
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services, including local calling, exchange access, long distance, internet access and 

wireless comsnunications. When viewed in this light, the ALLTEL companies’ lack of 

market power is evident. 

Competition does not come to all service or geographic markets in the same way or 

at the same time. Nor are its impacts necessarily the same. The ALLTEL companies, 

relative to their neighboring LECs, serve a lower percentage of low costhigh margin 

customers as evidenced by our lower business-to-residence ratios. The loss then of one or 

more large customers can have a significant adverse impact on an ALLTEL LEC as 

contrasted with a larger LEC or a LEC with a higher business-to-residence ratio. This 

volatility alone underscores the need for pricing flexibility. 

This situation has been presented to the Commission in the pending ATU 

TelecommuniCations (“ATU”) Part 69 Waiver Request filed on June 22, 1998. ATU, a 

rate-of-return LEC, serves a cotlcentrated urban market and faces competition for its access 

as well as its local services. One of its largest customers, AT&T Alascom, is considering 

changing to ATU’s facilities-based competitor, GCI. GCI, unlike ATIT, is able to offer 

volume and term discounts and other pricing incentives to AT&T Alascom. In order not to 

lose AT&T Alascom as a customer, ATU has been forced to file a Part 69 waiver with the 

FCC in order to have the ability to offer volume and term discounts. As pointed out in the 

ATU Waiver Petition, it is not reyesting relief from competitors, it is simply asking for the 

right to participate in the highly competitive Anchorage local exchange and access market. 

(Anchorage Waiver Petition p. I t )  In this regard, ALL’IXL echoes ATU’s position that if 

5 



a LEC is to lose a customer, it should be due to market competition among competitors on 

a level playing field and not because of an inefficient regulatory construct. 

Prichw Flexibatv Should Not be Granted Afte r the Fact 

Under the current rate-of-return access charge regime, rural and urban 

customers pay averaged access rates. The result is rates that are too high to be sustained 

under competitive conditions in the rate-of-return LEC’s larger markets. The 

Schmalensee and Taylor paper entitled, “The Need for Carrier Access Pricing 

Flexibility in Light of Recent Marketplace Developments, ” concluded that 

“deaveraging carrier access service prices by geographic area and class of customer 

more closely aligns rates with ILECs’ costs and leads to efficiency irnpro~ernents.”~ 

(NERA p. 13) The authors also concluded that such deaveraging is especially 

important in the early stages of competition because efficient entry decisions should be 

made on the basis of economic cost, not distorted price signals (m. The ALLTEL 

areas adjacent to larger markets will face competitive pressures first. This requires that 

the ALLTEL companies be able to respond to these competitive pressures in an 

expeditious manner. In such a situation, ALLTEL’s rates need to reflect specific costs 

and conditions in those markets.’ This is an important step towards efficient pricing. 

However, the ALLTEL companies should not be dependent on the arrival of a local 

exchange competitor or a request for unbundled network elements (“UNEs”) before 

being granted the regulatory latitude to price in a manner that is reflective of conditions 

The paper prepared by Schmalensee and Taylor of the National Economic Research Associates 

Often areas within a LEC’s study area are not contiguous and may have little relationship in terms of 
$“NEW) was filed as a USTA ex parte in CC Docket No. 96-262. 

demographics, cost characteristics or calling patterns. 
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within the marketplace. After-the-fact regulatory relief is too reminiscent of an offer of 

fire insurance after the house has burned. 

If a rate-of-return LEC is precluded from deaveraging its rates, economic 

distortions will result. Thus arbitrage can take place relative to pricing between UNEs 

and the LEC’s services. Competitors then gain an unfair advantage over the rate-of- 

return LECs by (i) targeting low cost areas where some or all customers pay higher 

rates than are justified by costs, (ii) purchasing cost-based UNEs in that area and (iii) 

undercutting the LEC’s rates. The ability of the rate-of-return LEC to deaverage its 

access rates would mitigate the undeserved opportunity for this type of arbitrage. 

Term and Volume Discounts 

Economic efficiencies are derived from having the ability to price flexibly and 

deaverage rates. However, there is a need for additional regulatory relief for rate-of- 

return LECs beyond deaveraging. Term and volume discounts that reflect cost 

efficiencies, combined with a customer-specific contract keyed to that customer’s 

requirements, will promote proper utilization of telecommunications resources. They 

align the customer’s needs with the rate-of-return LEC’s costs. Further, they facilitate 

the ability to promptly respond to specific customer requests and to tailor appropriate 

service offerings. The latitude to provide such arrangements is imperative where 

customers have substitutes available within the market. 

The All or Nothim Rule Must Go 

In order to deaverage rates across study areas, Section 69.3(e)(9), the “all or 

nothing” rule, must be eliminated. The rule currently permits exit from the NECA 
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common iine pool on a holding company basis rather than on the needed study area 

basis. Deaveraging and the ability to exit the NECA CCL pool on a study area basis 

are necessary predicates to access reform. ALLTEL serves diverse geographic areas. 

Customer or line density, a primary cost driver, is widely variant in the ALLlTL 

system with some exchanges serving as few as 20 lines per square mile and others close 

to 7,000 lines per square mile. This disparity in density underscores ALLTEL’s need 

to be able to depooi individual study areas to respond to competition. 

This approach would be consistent with the Commission’s current rules which: 

(1) permit LECs to exit, as circumstances warrant, the NECA traffic-sensitive pool on 

a study-area by study-area basis while (2) maintaining protections against cost shifting. 

Finally, any perceived benefit to high cost LECs choosing to remain in the 

NECA common h e  pool from the Commission’s requirement that exit from the pool 

be only on a holding company basis no longer exists. This was eliminated in the 

Commission’s May 1997 decision in Universal Service, CC Docket No. 96-45, which 

provided for recovery by high-cost LECs of any required long term support and DEM 

Weighting on an explicit cost recovery basis rather than on an implicit basis through 

their access rates. 

Accordingly, there is nothing to be achieved by requiring study areas with 

widely different characteristics to remain in the NECA common line pool on an “all or 

nothing basis.“ 
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aes WI ‘th Prowwed Struct me - FYhv . SLCs and PICCs Don’t Work 

The structure the Commission proposes to impose on rate of return LECs is 

largely an overlay of the structure under which the price cap companies currently 

operate. At this time, there is no evidence that this structure is more efficient than the 

current access charge structure for rate of return LECs. If anything, there is substantial 

evidence that the introduction of PICCs has introduced a new level of confusion and 

controversy in an already turbulent environment with end users, IXCs, and even the 

Congress vigorously objecting to PICCs. The apparent notion of regulatory symmetry 

should not suggest - let alone dictate - the implementation of such a controversial 

approach to access reform for rate-of-return LECs. 

In the NPRM, the Commission suggests that “rate-of-return LECs be allowed to 

move their rates to more economically efficient levels.” (NPRM p. 2) ALLTEL is 

unconvinced that the introduction of new artificial rate elements, such as the PICC, 

coupled with the proposed changes to the SLC, will achieve an efficient result. If rate- 

of-return LECs are required to implement the price cap structure for PICCs and SLCs, 

this will be perceived by end users as an unwarranted local rate increase. In fact, the 

imposition of these charges will place rate-of-return LECs at a further competitive 

disadvantage. The implementation of this type of artificial pricing will result in 

customers making incorrect decisions in their selection of telecommunication services. 
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Conclusion 

Any viable access charge reform plan must afford rate-of-return LECs the 

ability to establish prices within broad guidelines. Absent this ability, ALLTEL will be 

unable to compete effectively within the marketplace. In essence, competitors and not 

competition will have been advanced. In the instant proceeding, the Commission has 

the opportunity to foster the development of economically efficient competition by 

granting rate-of-return LECs latitude with respect to pricing. It should do this now. 

Respectfully submitted, 

ALLTEL Communications Services Corporation 

By: c 4 w  
Cafolyn C. Hill 
Its Attorney 
655 15th Street, N.W. 
Suite 220 
Washington, D.C. 20005 
(202) 783-3970 

Dated: August 17, 1998 
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FICATE OF 8E.RVICE 

I, Sondra Spottswood, certify that a copy of the foregoing Reply Comments of 
ALLTEL Telephone Services Corporation was served this 14th day of February, 1997, 
by U.S. first-class mail, postage prepaid, (unless otherwise noted) to the persons on the 
attached service list. 

ALLTEL Telephone Services 
February 14, 1997 
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Ward W. Wueste 
GTE Service Cop. 
1850 M St., NW 
Suite 1200 
Washington, DC 20036 

Christopher W. Savage 
Centennial Cellular COT. 
COLE, RAYWID & BRAVERMAN, L.L.P. 
1919 Pennsylvania Ave., NW 
Suite 200 
Washington, DC 20006 

Benjamin H. Dickens, Jr. 
The Western Alliance 
Blooston, Mordkofsky, Jackson & Dickens 
2120 L St., NW 
Washington, DC 20037 

John J.  List 
Rural Telephone Finance Cooperative 
2201 Cooperative Way 
Herndon, VA 20 17 1 

James A. Burg 
South Dakota PUC 
State Capitol 
Pierre, SD 5750 1-5070 

Mr. Sanders 
Northern Arkansas Telephone Co., Inc 
301 E. Main St. 
Flippin. AR 72634 

Mr. DUM 
lnforrnation Industry Assn. 
1625 Massachusetts Ave., NW 
Suite 700 
Washington, DC 20036 

Robert L. Goggarth 
Personal Comm. Industry Assn. 
500 Montgomery St. 
Suite 700 
Alexandria, VA 23 3 14- 1 56 1 

Dr. O’Connor 
Alliance far Public Technology 
901 15th St., NW 
Washington, DC 20005 

David J. Newburger 
American Assn. for Adult & Continuing Educations & 
Others 
One Metropolitan Square 
Suite 2400 
St. Louis, MO 63 102 

Joe I>. Edge 
Puerto Rico Telephone Co. 
Drinker Biddle & Reath 
901 15th St., NW 
Suite 900 
Washington, DC 20005 

Stephen G. Kraskin 
Illuminet 
Kraskin & Lesse 
2120 I., St., NW 
Suite 520 
Washington, DC 20037 

Carol C. Henderson 
American Library Assn. 
1301 Pennsylvania, NW 
Suite 403 
Washington, DC 20004 

Fred Seigneur 
SONETECH, Enc. 
109 Kale Ave. 
Sterling, VA 20164 



Curtis T. White 
Allied Communications Group, Inc. 
4201 Connecticut Ave., NW 
Washington, DC 20008 

Laurie Pappas 
Texas PUC 
1701 N. Congress Ave., 9-180 
P.O. Box 12397 
Austin, TX 7871 1-2397 

Margot Humphrey 
TDS Telecomm. Corp. 
KOTEEN & NAFTALIN, L.L.P. 
11 50 Connecticut Ave., NW 
Suite 1000 
Washington, DC 20036 

David A. Irwin 
ITC 
1730 Rhode Island Ave., NW 
Suite 200 
Washington, DC 20036 

Thomas K. Crowe 
Northern Mariana Island (commonwealth) 
2300 M St., NW 
Suite 800 
Washington, DC 20037 

Richard J. Johnson 
Minnesota Independent Coalition 
4800 Norwest Center 
90 South 7th St. 
Minneapolis, MN 55402-4 129 

Robert A. Mazer 
Alliant Communications Co. 
1455 Pennsylvania Ave., NW 
Washington, DC 20004 

Brain R. Moir 
International Communications Assn. 
Moir & Hardrnan 
2000 L St., NW 
Suite 51 2 
Washington, DC 20036-4907 

Teresa Marrero 
Teleport Communications Group Inc. 
Two Teleport Drive 
Staten Island, NY 103 1 1 

Glenn B. Manishin 
SpectraNet International, Inc. 
Blumemfeld & Cohen - Technology Law Group 
161 5 M St., NW 
Suite 700 
Washington, DC 20036 

George Petrutsas 
Roseville Telephone Co. 
Fletcher, Weald & Hildreth, P.L.C. 
1 lth Floor, 1300 N. 17th St. 
Rosslyn, VA 22209 

Mary Newmeyer 
Alabama PSC 
P.O. Box 991 
Montgomery, AL, 36101 

Jeffrey F. Beck 
Evans Telephone Co. & Others 
Beck & Ackerman 
Four Embarcadero Center 
Suite 760 
San Francisco, CA 941 11 

Anne MacClintock 
SNET 
227 Church St. 
New Haven, CT 065 10 



Kent Larsen 
Cathey, Hutton & Assn. 
271 1 LBJ Freeway 
Suite 560 
Dallas, TX 75234 

Dana Frix 
ACC Long Distance Corp. 
Swidler & Berlin, Chartered 
3000 K St., NW 
Washington, DC 20007 

Gary I,. Mann 
IXC L,ong Distance, Inc. 
98 San Jacinto 
Suite 700 
Austin, TX 78701 

Margot S. Humphrey 
The Rural Telephone Coalition 
NRTA 
1150 Connecticut Ave., NW 
Suite 1000 
Washington, DC 20036 

Lisa M. Zaina 
The Rural Telephone Coalition 
OPASTCO 
21 Dupont Circle, NW 
Suite 700 
Washington, DC 20036 

Mr. Clint Frederick 
Frederick & Warinner, L.L.C. 
I 090 1 West 84th Terrace 
Suite 101 
Lenexa, KS 66214 

Kathy L. Shobert 
General Comm., Inc. 
901 15th St., NW 
Suite 900 
Washington, DC 20005 

Diane Smith 
The Independent Telephone & Telecomm. Alliance 
ALL,TEL Corp. Services, Inc. 
6% 15th Street, NW 
Suite 220 
Washington, DC 20005 

Kathleen Q. Abernathy 
AirTouch Comm., Inc. 
1818 N St., NW 
Washington, DC 20036 

Ronald I,. Plesser 
Commercial Internet Exchange Assn. 
Piper & Marbury L,.L.P. 
1200 19th St., NW 
Suite 700 
Washington, DC 20036 

David Cosson 
The Rural Telephone Coalition 
NTCA 
2626 Pennsylvania Ave., NW 
Washington, DC 20037 

Robert B. McKenna 
US West, Inc. 
Suite 700 
1020 19th St., NW 
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Before the 
FEDERAL, COMMINCATIONS COMMISSION 

Washington, D.C. 20554 

In the Matter of 

Access Charge Reform 

Price Cap Performance Review 
for Local Exchange Carriers 

Transport Rate Structure 
and Pricing 

Usage of the Public Switched 
Network by Information Service 
and Internet Access Providers 
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1 CC Docket No. 96-262 
1 
1 
) 
1 
1 
1 
) 
) CC Docket No. 96-263 
1 
) 

CC Docket No. 94-1 

CC Docket No. 91-213 

REPLY COMMENTS OF 
ALLTEL TELEPHONE SERVICES CORPORA TION 

ALLTEL Telephone Services Corporation, on behalf of its local telephone 

exchange carrier affiliates (hereinafter “AL,LTEL” or the “ALLTEL Companies”), 

respectfixlly submits its reply to the comments filed January 29, 1997, in the above- 

captioned matter. 

I. GCCESSlliZEFORMSHOU LD NOT BE DELAYED FOR 
TE OF RE TURN J,E cs 

Comments filed by a myriad of interests, including incumbent LECs, IXCs, 

regulators, and new competitive entrants reflected a consensus that the current access 

charge regime requires modification because of the inherent economic inefficiencies. 

These inefficiencies affect all LECs, including the rate of return LECs. Many rate of 

return parties echoed ALLTEL’s view that there are compelling reasons for the 

Commission to address and implement access reform now for rate of return LECs rather 
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than to defer it until after access reform determinations are made for price cap LECs. 

(TDS pgs. 7-9, GVNW pg. 4, Roseville pgs. 2, 5-6, RTC pg. 2, and Cincinnati Bell, pg. 

3) To delay access reform for rate of return LECs can, as pointed out by TDS, lead to the 

prejudgment of issues of importance to rate of return LECs. (TDS pg. 7) In a similar 

vein, as noted by several other parties, historically there has been a “’shadow effect” of 

regulatory decision - making whereby, by default or as an after-thought, rules designed 

for larger LECs are extended to small and mid-sized LECs. (TDS pgs. 2, 7, RTC pg. 15, 

and ITC pg. 1) However, ALL‘TEL submits that rate of return LECS have too much at 

risk for access reform policy to be effectuated on a default basis. For this reason, the 

ground rules of access reform for rate of return L,ECs should be adopted now. 

11. COMPETX TXON DOES NO T STOP AT TKE BORDERS OF RA TE 
OF RETURN LECS 

In the NPRM the Commission said that price cap incumbent LECs have the most 

immediate need for access reform based on their susceptibility to competition through the 

availability of unbundled network elements. (NPRM par. 52) M i l e  ALLTEL, recognizes 

that many price cap LECs already face substantial competition, ALLTEL maintains that 

the reason for this competition is a function of service territory location in or around 

larger metropolitan areas. It is not a function of the mode of regulation. ALLTEL and 

other non-price cap LECs serve areas that are contiguous to these urban areas and take 

little comfort in the Commission’s rationale that ”many, if not all, non-price cap 

incumbent LECs may be exempt from, or eligible for a modification or suspension of, the 

interconnection and unbundling requirements of the 1996 Act.” (M.) At the same time, 

the Commission has taken the position in its Local ComDetition Order that exemption and 
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modification of these requirements should be the exception, not the rule. As the Rural 

Telephone Coalition stated in its comments, “The Commission cannot logically argue 

both that the exemption should only rarely be continued and that access reform is not now 

needed by rural telephone companies because they will be exempt.” (RTC pg. 3 )  

Many rate of return LECs face immediate market pressures due to the effects of 

competition within and adjacent to their operating territories. Appendix A vividly 

demonstrates that nearly fifty-one percent (5 1%) of the ALLTEL Companies’ access lines 

are located within MSA boundaries. However, ALLTEL does not enjoy the benefits of 

being the largest provider in any of those market areas, is still subject to the effects of 

competition, and continues to be regulated as a dominant carrier. ALLTEL fully expects 

to face competitor and customer demands to mirror the prices and structure that may be 

obtained fiom neighboring price cap LECs. Consequently, ALLTEL needs the flexibility 

to respond to these competitive pressures before it is subject to the resultant “cherry 

picking”. In short, being forced to forego access reform and pricing flexibility afforded 

to neighboring price cap LECs until a later date places ALLTEL, and other non-price cap 

LECs at a severe and totally unwarranted competitive disadvantage. 

The Commission, as well as the 96 Act, has imposed numerous pro-competition 

requirements on incumbent LECs without regard to regulatory construct. These include 

the requirements of Section 25 1 (b) as they relate to number portability, dialing parity, and 

access to rights of way. Number portability implementation illustrates the potential 

impact of the Commission’s new “pro-competition” mandates. As shown in Appendix A, 

approximately forty-one percent (41 %) of ALLTEL access lines fall within the 
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boundaries of the one-hundred (100) largest MSAs. As a result of the Commission’s 

prescribed local number portability deployment schedule, ALLTEL will be required to 

upgrade s o h a r e  to provide the functionality necessary for porting numbers in these 

areas first. The implementation of these capabilities is not without cost and is particularly 

burdensome for small and m a l  LECs. ALLTEL finds the Commission’s imposition of 

these requirements disturbing given the proposed delay of access reform and pricing 

flexibility for rate of return LECs. On the one hand, the Commission has directed d.l 

companies to provide for an advanced, “competitor friendly” network, while an the other 

hand, it has limited the ability of rate of return LECs, for the foreseeable future, to 

respond to the effects of competition. 

Approximately fifty percent (50 % ) of ALLTEL’s regulated telephone operating 

revenues are derived from access charges. Other parties indicate similar relationships. 

The TDS LECs, for example, receive an average of fifty-five percent (55%) of their 

total revenues from access charges, with individual TDS properties having access 

revenue percentages that range up to ninety-three percent (93%) of total revenues. 

With so much at stake for small and rural LECs, ALLTEL’s dismay at the prospect of 

doing business without the benefit of the access charge flexibility which may be 

afforded to nearby large companies should come as no surprise to the Commission. 

ALLTEL recognizes the difficulty the Commission faces in crafting an access 

charge system that is economically efficient while balancing the goals of universal 

service and inspiring the onset of immediate competition in the local exchange market; 
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however, the Commission should not overlook the right solution in an effort to obtain a 

quick solution. 

111. STRUCmIMODIFICATIONS ARE NEEDED 

The proposed modifications to the current access charge structure will also have 

a significant impact on rate of return LECs. The relationship of access charge revenues 

to total revenues accentuates the additional business risks faced by small LECS, and it 

underscores the need for the Commission’s considered evaluation of any rate structure 

modifications adopted for rate of return LECs. 

The Commission has proposed a number of reforms to the current Part 69 

access rate structure that are intended to set rates that are congruent with the way in 

which the LECs incur costs for providing access services. (NPRM pg. 55) Industry 

participants echoed support for access charge modifications that will more accurately 

reflect “cost-causative” recovery and which send appropriate pricing signals to both 

consumers and competitors. Further, there was a consensus in the comments that the 

appropriate means by which to achieve marketdriven, competitive rates and charges is 

to recover NTS costs on a flat-rate basis, rather than on a minute-of-use basis. 

ALLTEL believes that not only is this recovery method appropriate, but it is the only 

method which is fair to all participants in the evolving competitive marketplace. 

A. 

In its comments, Frontier Corporation asked the Commission to eliminate the 

Carrier Common Line (‘‘CXL”) charge, which it called an “anachronistic cost 

misallocation. ” (Frontier pg . iii) ALLTEL disagrees. We concur with the comments 
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of TDS and believe that the Commission should continue to require the IXCs to pay for 

a portion of the ubiquitous distribution network. The carte blanche elimination of the 

CCL charge will create a scenario in which end users inappropriately bear the full 

burden of recovery through what amounts to an effective increase in their subscriber 

line charge or their local rates. Such a proposal would have a particularly deleterious 

impact on the subscribers of rural and small LECs. 

Many parties advocate assessing the CCL charge based on presubscribed lines 

or on the customer’s PIC. (e.g., LCI pgs. 20-24, MCI, pgs. 76-78, and NARIJC pgs. 

12-14) ALLTEL believes that this method is improper due to the use of dial around 

numbers (1OXXX). If the assessment is based on presubscribed lines, we believe that 

IXCs will be in the position to avoid paying the CCL, charge, which is not the intent of 

the Commission. We reaffirm our position relative to assessing CCL charges based on 

the Commission’s “bulk billing” option. This mechanism will ensure that all IXCs 

deriving a benefit from the local loop contribute a proportionate share to the recovery 

of these costs. 

B. 

The recovery of the non-traffic sensitive (“NTS”) portion of local switching 

costs caused little contention among the parties. As the Commission found in its Order 

on Reconsideration in CC Docket Na. 96-98, released September 27, 1996, regarding 

proxies for the unbundled local switching element, the recovery of NTS costs of 

dedicated line ports/cards is best accomplished via flat-rate charges. The extension of 

this cost recovery philosophy to the local switching rate element is logical. This view 
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was echoed by the Rural Telephone Coalition (“RTC” pgs. 9-10) and is one shared by 

AL,L,TEL. ALLTEL believes that it is reasonable and economically efficient to recover 

dedicated line card costs through flat charges, provided that the actual costs are 

properly identified. 

C. d Trmsport Charges 

The Comments of NECA and the Rural Telephone Coalition (“RTC”) mirror 

the views of ALLTEL with respect to the deficiencies in the methodology used to 

calculate tandem-switched transport rates. As noted in those comments, tandem switched 

transport rates are based upon an arbitrarily high assumption about the minutes of use 

which traverse tandem circuits. (RTC pg. 11 ,  NECA, pg. 8) Pursuant to Section 

69.1 1 l(c) of the Commission’s Rules, the figure currently used in the rate development 

process is 9,000 minutes of use. However, as the RTC points out, transmission 

minutes are substantially lower in rural areas. (RTC pg. 11) ALLTEL’s own data 

indicated that a figure of four thousand (4,000) minutes of use, per month, was 

appropriate. The current cost recovery method for tandem switched transport should 

be revised to reflect a lower, realistic level of usage; otherwise, the costs to be 

recovered via the TIC are artificially inflated. 

D. TandemInterconnwti- 

In their comments, AT&T and L.CI both argue for the elimination of the TIC. 

(AT&T, pg. 58 and LCI pg. 27) ALLTEL and a number of other parties disagree and 

believe that the elimination of the TIC via a flash-cut or a through a transition plan is 

not justified at this time. (Cincinnati Bell pgs. 10-12, TDS pgs. 22-24, RTC pgs. 11- 
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12, Roseville Telephone pg. 10, and ALLTEL pg. 12) While a significant portion of 

the TIC costs are undoubtedly due to jurisdictional misallocations, these cost are 

nonetheless real. The casts currently recovered through the TIC are the result of the 

LECs’ applying the Part 36 and Part 69 rules as directed by the Commission. Because 

the costs currently recovered through the TIC are legitimate costs which the LECs must 

be permitted to recover, there can be no phase out of the TIC without concurrent 

separations reform or an alternative mechanism which allows for the continued explicit 

recovery of the fully embedded transport costs. We concur with the views of TDS, 

NECA and Cincinnati Bell that the readily identifiable TIC costs should be reassigned 

on a cost-causative basis. 

lv. ATO- -- 
The ALLTEL Companies are faced with an uncomfortable middle ground. 

They are too small relative to the national (and international) communications giants, 

yet they are too large to automatically receive some of the existing regulatory 

protections provided to hundreds of small LECs (e.g., Section 61.39 regulation) The 

Commission must recognize this imbalance as it establishes “triggers” to be used in 

granting pricing flexibility and lifting regulatory burdens. 

Predictably, access customers, such as AT&T and MCI favor a rigid 

prescriptive approach to access reform while the larger LECs favor a “hands-off 

market approach. While ALLTEL supports a market approach, the “triggers ” need to 

match the areas and markets served by the ALLTEL Companies. The end state of 
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access reform should be a healthy competitive environment with all competitors 

enjoying an equivalent level of deregulation. The continued imposition of 

asymmetrical regulatory requirements on the incumbent LECs works against this 

objective. To address this, the Commission should begin by immediately providing 

access pricing flexibility to the rate of return LECs. The most basic form of pricing 

flexibility that can be granted is the freedom to develop access rates on a 

geographically deaveraged basis. This will allow access rates to be aligned with the 

actual cost of providing access service. By this alignment, the proper signals are sent 

to potential competitors and inefllcient market entry is prevented. 

Furthermore, the alignment of deaveraged unbundled network elements with 

deaveraged access rates will not artificially incent new entrants to purchase unbundled 

elements thereby allowing them to undercut averaged access rates. Without deaveraged 

pricing flexibility, rate of return LECS will be unable to respond to this arbitrage. 

Significantly, Sprint has endorsed geographic deaveraging in its comments stating, 

“Sprint wholeheartedly supports geographic deaveraging of all access elements.. . so 

that prices can reflect the economics that the ILEC actually faces ....” (Sprint pgs. 41- 

42). 

Beyond pricing flexibility, there is a need for additional regulatory relief for 

rate of return LECs. The Competition Policy Institute (“CPI”), in its comments, laid 

out a set of criteria for pricing flexibility and deregulation that seems targeted to the 

larger IIBCS, particularly the BOCs. What is of note, however, is that CPI indicates 

that the Commission should deregulate interstate access services only upon finding that 
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the ILEC does not possess the market power to raise price and restrict output. (CPI 

pgs. 28-30) ALLTEL has no such ability. ALLTEL has consistently reduced interstate 

access prices and has no reason to restrict output since there is not a complimentary 

service to be leveraged. A market power test would allow ALL,TEL immediately to 

begin offering access on the same basis as competitive entrants. Compliance with 

Section 251(b) of the Telecom Act of 1996 would be an appropriate “trigger” for an 

independent LEC, such as ALLTEI,, to be treated as a nondominant carrier. The 

complaint process, coupled with the competitive resources of telecommunications 

giants, such as AT&T, MCI, and the RBOCs, will ensure that any “bottleneck” control 

is eliminated. 

In an era of national and global telecommunications competitors, ALLTEL 

should be categorized as a non-dominant carrier. Its market power is already small and 

continues to diminish as the teiecommunications market grows in volume and in the 

number of available services. Without the freedom to respond on an equal footing, 

small LECs are unfairly handicapped. This handicapping has negative implications OR 

a universal basis for healthy telecommunication competition. 

Respectfully submitted, 
ALLTEL Telephone Services Corporation 

By: L .  
Carolyn C. Hill 
Its Attorney 
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APPENDIX A 

To assess the impact of the introduction of competition to the local market, 

ALLTEL conducted a study to find the percentage of ALLTEL access lines that are 

located in areas currently experiencing or likely to experience competition. Due to 

their proximity to metropolitan areas and in keeping with the FCC’s own Local 

Number Portability approach, MSAs were chosen to represent geographic areas that 

are likely to experience competition. The first chart lists each MSA in which ALLTEL 

has access lines, ALLTEL, typically makes up less than five percent of the households 

in these MSAs. Therefore, while ALLTEL, does not have the benefit of dominating 

any MSA, our presence in these areas signals a vulnerability to competition. Entrants 

providing service in these MSAs will have negligible barriers to also entering ALLTEL 

serving areas. 

As the chart indicates, nearly fifty-one percent of ALL,TEL, access lines are 

located in a MSA. Furthermore, nearly forty-one percent of ALLTEL access lines are 

located in the top one hundred MSAs as listed in the Local Number Portability 

proceeding. The picture is even worse in many states like Ohio, New York, and 

Kentucky where up to one hundred percent of ALLTEL’s access lines are in these 

contested areas. 

Following the chart are maps (originals in color) depicting the ALLTEL 

presence in several MSAs. The maps show both the MSA boundaries and the 

ALLTEL service area boundaries, and highlight the ALLTEL areas that are in the 

MSA. These maps visibly demonstrate how little of the market ALLTEL holds in each 

MSA. The maps also highlight an additional factor. Not only are nearly 51 % of 



ALLTEL’s access lines in MSAs, but large numbers of additional access lines are 

adjacent to, but not in the MSA boundary. Needless to say, competitors will not 

arbitrarily decide to stop their advance at the MSA boundary if they already have 

facilities in place. 
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SUMMARY 

Access reform is of fundamental importance to all local exchange carriers 

(“LECs”), including the ALLTEL rate of return companies. However, the instant 

proceeding is inappropriately focused on limiting access reform to incumbent price cap 

companies. ALLTEL strenuously objects to this approach. Rate of return companies 

are not insulated from the effects of competition. Competition and its impacts will not 

stop at the borders of the exchanges of rate of return companies. 

Price cap status must not be a prerequisite for access reform. Rather, there 

must be fair and equitable consideration afforded to all. Many of the markets served 

by ALLTEL are adjacent to major metropolitan areas. This adjacency creates very low 

economic and/or financial thresholds for competitors to overcome. Competitors will be 

large, multi-product firms with a variety of telecommunications services to offer. They 

are not competing solely for local, access, or toll service. They are targeting high 

volume retail customers with a complete package of telecommunication services, 

The protection envisioned by the Commission with respect to rate of return 

LECs is thin at best. It is imperative that ALLTEL be given pricing flexibility now. 

Limiting such pricing flexibility to incumbent price cap LECs will only serve to create 

M e r  economic distortions by increasing the disparity between access prices in the 

metropolitan areas served by the price cap LECs and in adjacent areas served by rate of 

return LECs. This disparity then creates an immediate potential for competitive entry 

regardless of the true economics of entering that market. The outcome is that 
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competitors rather than competition are advanced. 

To address the reality of the competitive marketplace, the Commission should 

grant pricing flexibility now to rate of return LECs. An initial step should be the 

e l i i t i o n  of the required waiver of Part 69 in order for a LEC to provide new 

services. 

AI,LTEL agrees that there are specific changes in the current interstate access 

rate structure that should be made for all LECs. However, ALLTEL disagrees that 

this can be achieved by changing the current application of the subscriber line charge. 

This could be viewed as an unwarranted local rate increase and cause end users to 

make uneconomic decisions regarding their telecommunications services. With respect 

to the recovery of the other carrier common line costs, ALLTEL advocates replacing 

the current minute of use charge with an approach not tied to prescribed lines. A bulk 

billing approach based on an IXC’s percentage share of historic interstate minutes of 

use should be adopted. 

The current local switching rate structure does require adjustment. To 

accomplish this, ALLTEL supports the addition of a new flat rate element for the NTS 

portion of local switching costs associated with line cards. This rate element should be 

billed to an IXC based on its percentage of interstate minutes of use. 

The method of setting tandem-switched transport rates based on nine thousand 

(9,OOO) minutes of use per trunk should be revised. ALLTEL’s data indicates that our 

usage is approximately four thousand (4,000) minutes per month, per trunk. The TIC 
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costs are real costs which have been identified by ALLTEL. A significant percentage 

can easily be reassigned on a cost-causative basis, and the remainder of the TIC costs 

addressed in the separations reform proceeding. Until this is completed, a mechanism 

should be adopted that allows the continued explicit recovery of the fully embedded 

transport costs. 

Switched access rate reductions should be restricted to adjustments for removal 

of the current implicit subsidies of LTS and DEM weighting from access rates. 

The current rigid rate structure and the Part 69 rules offer only the most limited 

pricing flexibility to rate of return LECs and should be revised now. Access prices 

need to be deaveraged on a geographic basis as well as a customer type/siZe basis. 

Without pricing flexibility, the ability of rate of return LECs to remain viable entities is 

tied to regulators. 

ALLTEL does not have the market power or pricing controls to disadvantage 

customers or competitors. We urge the Commission to move now to a flexible pricing 

scheme for rate of returns LECs, closely followed by an expedited process for 

removing interstate access services from regulation. 

V 
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Comments of 
Ser- 

ALLTEL Telephone Services Corporation, on behalf of its local telephone 

exchange carrier affiliates (hereinafter “ ALLTEL” or the ” ALLTEL Companies”), 

respectfully submits its comments on the Commission’s Notice of Proposed 

Rulemaking (“NPRM”) released December 24, 1996, in the above-captioned matter. 

INTRODUCTION 

With the institution of this proceeding on access reform, the Commission 

completes the trilogy of proceedings which are designed to establish a new regulatory 

paradigm to advance competition, reduce regulation in telecommunications markets, 
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and, at the same time preserve and advance universal service to all Americans. These 

three proceedings on interconnection, universal service, and access reform open the 

door to unparalleled changes in the telecommunications industry, with significant 

impacts to the market segment comprised of rate of return companies. 

This proceeding on access reform has been long-promised, long-awaited, and 

long-overdue. The Telecommunications Act of 1996 (“96 Telecom Act”), the 

Commission’s Znterconneclon decisions, and the Federal-State Joint Board’s 

Recommended Decision in the Universal Service proceeding have all magnified and 

intensified the immediate need for access reform for rate of return companies, such as 

the ALLTEL Companies. The issues presented in the instant NPRM are fundamental 

and basic issues, the resolution of which will affect the ability of the ALLTEL 

Companies to be viable participants in the competitive marketplace envisioned in the 96 

Telecom Act. 

Despite the fundamental importance of access reform to all local exchange 

carriers (“LECs”), the Commission has inexplicably proposed a dual track process 

which ties regulatory relief to the interstate mode of regulation employed by the LEC. 

Thus, the focus of this proceeding, with some exceptions, is limited to access reform 

for incumbent LECs subject to price cap regulation. (NPRM p. 26). Rate of return 

LECs must await a separate proceeding which is contemplated sometime in 1997. That 

inquiry will be confiied to addressing whether substantial changes in Part 69 cost 

allocation rules are needed for the development of access charges for rate of return 
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companies. (Id. at 27.) ALLTEL strenuously objects to this approach. As discussed 

herein, rate of return companies are not insulated from the effects of competition. 

Competition and its impacts will not stop at the border of the exchanges of rate of 

return companies. As justification for the delayed consideration of access reform for 

rate of return companies, the Commission concludes that “many, if not all, non-price 

cap incumbent LECs may be exempt from, or eligible for a modification or suspension 

of, the interconnection and unbundling requirements of the 1996 Act.” (Id.) In 

ALLTEL’s view, this is a flawed basis for exclusion of rate of return companies from 

access reform relief. The Section 251 (f) exemption, suspension, or modifcation 

provisions cited by the Commission are not within its province to confer. Rather, the 

decision to grant suspension, exemption, or modification is within the province of the 

individual state commission, The grant of such is far from a “given”. Moreover, in 

its First Report and Order in the Interconnectson ’ proceeding, CC Dkt. 96-98, the 

Commission said it viewed the grant of these as being the exception rather than the 

rule, of limited duration, and not intended to insulate smaller and rural LECs from 

competition. (First Report and Order, par. 1262) 

ALLTEL is concerned that rate of return companies not be singled out by the 

Commission for disparate treatment or handicapped vis B vis other carriers. The 

instant proceeding is but one current example. Another is the Commission’s NPRM in 

CC Dkt. 97-11 on Section 214 forbearance. Therein, on page 24 of the NPRM, the 

Commission proposes to exclude rate of return companies from the same regulatory 
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forbearance applied to price cap LECs, average schedule LECs, and all nondominant 

carriers whether they are offering local or long distance service. The justification for 

the proposed exclusion is that rate of return companies, because of the method of rate 

regulation applied to them, can allegedly “gold plate” their facilities and also that they 

lack external constraints on their ability to pass such costs on to telephone service 

0 .  ratepayers. 0 the T- Act pf 

m, released January 13, 1997.) 

ALLTEL is alarmed by this mind-set. In the first place, the Commission’s 

premise for delaying access reform for rate of return LECs is incorrect. In the second 

place, this is not an enlightened approach to regulatory reform. Instead, it is an 

approach that appears to be punitive in nature. Price cap status must not a prerequisite 

for regulatory reform. Fair and equitable consideration and treatment must be afforded 

to all. This objective can be achieved by (1) adoption of meaningful access reform 

measures, such as pricing flexibility for rate of return LECs, and (2) a sound basis for 

any conclusions and proposed actions regarding the ability of one set of carriers - in 

this instance, rate of return carriers - to “game” the system. 

I. THE NJlED FOR ACCESS REFORM EXISTS REGARDLWS OF 
IUZGULATORYCONSTRUCT 

.. A. of 

The ALLTEL Companies are located in fourteen states and collectively have 

approximately 1.6 million access lines. The ALLTEL Companies are “rural 

telephone” companies within the meaning of Section 153(37) of the Communications 
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Act. Though by definition these companies are classified as “rural,” they nonetheless 

face increasing competitive pressures as the interexchange and local landscapes are 

reshaped and as barriers to entry are dismantled. The ALLTEL Companies are not 

immune to or insulated from the effects of competition. In areas, such as Cleveland, 

Atlanta, Houston, Charlotte, and Pittsburgh, exchanges of ALLTEL Companies 

neighbor large metropolitan markets. The proximity of many ALLTEL exchanges to 

areas in which competition has emerged? places considerable pressure on all incumbent 

LECs’ prices in those areas. In this situation, if access charge reform is limited to 

price cap LECs, the disparity between access prices in the metropolitan areas served by 

the price cap LECs and any surrounding areas served by rate of return LECs will 

increase. This disparity in rates will then create an immediate potential for competitive 

entry regardless of the true economics of entering that market and individual high 

volume customers in markets adjacent to those metropolitan areas will become the 

initial targets of competition. Furthermore, the effects of an averaged, highly 

distortive access charge structure will tend to push uneconomic entry into even more 

rural markets. Geographic service boundaries or the form of regulation applied to the 

LEC therefore become meaningless distinctions when competitors evaluate their entry 

strategies. 

ALLTJZL has over 350,000 l i e s  in the five MSAs listed. 
For example, Bell South has signed interconnection agreements with MCI Metro, Intermedia and ACS 

in Charlotte and in Atlanta; Bell Atlantic has signed agreements with Eastern Telelogic and MFS in 
Pittsburgh; Ameritech has signed an agreement with Time Warner in Cleveland; and SBC has signed 
numerous agreements throughout Texas, 
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. .. . . . . . . 

On the surface, the election of price cap regulation might seem to be a logical 

response for ALLTEL. The federal price cap plan, however, was never designed for 

companies such as ALLTEL. ALLTEL does not have the levels of sustainable 

efficiencies inherent in the current productivity offset. This, coupled with the limited 

degree of pricing flexibility and the inability to realize any upside earnings potential, 

has made price caps a lackluster regulatory option. Further, the FCC’s Rules require 

that price cap regulation must be elected for all study areas, i.e. , on an “all or nothing” 

bask3 ALLTEL serves diverse geographic areas. Many of our existing exchanges 

are not contiguous and are dispersed throughout a state. Customer or line density, a 

primary cost driver, is widely variant in the ALLTEL system with some exchanges 

serving as few as twenty (20) lines per square mile and others serving close to seven 

thousand (7,000) lines per square mile. This variation undermines ALLTEL‘s election 

of price caps. 

Access customers are almost solely price driven and make their access buying 

decisions based on the requirements of a particular market. They are largely 

unsympathetic to the regulatory constraints of averaging or public policy imposed on 

the incumbent LECs by the current access charge structure. In correcting its access 

charge plan, the Commission needs to be cognizant of the characteristics of the access 

providers. A “one size fits all” solution, such as the current price cap plan, is not the 

correct approach for the ALLTEL Companies. 

47 CFR §61.41@). 
6 
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The Commission, in paragraph 52 of the NPRM, appears to conclude that non- 

pricecap companies, such as ALLTEL, are in some way protected from the immediate 

impacts of a competitive telecommunications industry. This is incorrect. Any so- 

called “protection” afforded the rate of return LECs is thin at best, Already, some 

states, such as Illinois, have indicated that competition should proceed in rural markets 

as quickly as possible. Moreover, the Commission in its First Report and Order in the 

Interconnection proceeding placed the burden of proof for any Section 251(f) 

suspension, exemption, or modification on the incumbent rural or two-percent (2%) 

LEC . 

Furthermore, as pointed out earlier, rate of return LEC markets that are 

adjacent to major metropolitan areas can be expected to become targets of opportunity 

because this adjacency creates very low economic and/or financial thresholds for 

competitors to overcome. These competitors will be large, multi-product firms with a 

variety of telecommunications services to offer. They are not competing solely for 

local, access, or toll services. They are targeting high volume retail customers with a 

complete package of telecommunications services. This is “one stop” shopping. These 

firms are unconstrained by any boundaries - real or virtual - and they have considerable 

market power in addition to economies of scale and scope. 

First Report and Order at para. 1262. 
7 
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The Commission, as well as the 96 Act, has imposed numerous pro-competition 

requirements on incumbent LECs without regard for regulatory construct. These 

include the requirements of Section 251(b) as they relate to number portability, dialing 

parity, and access to rights of way. Many of these pro-competition requirements exist 

absent even a request for the capability. The implementation of these capabilities is not 

without cost, yet the Commission imposed them without providing for additional 

flexibility and/or reduced regulation for the incumbent rate of return LECs. Entrants 

into these markets receive the best of all worlds -- an in-place, advanced, “competitor 

friendly” network, and an incumbent LEC disadvantaged by a restrictive and outdated 

regulatory scheme. 

In short, before continuing down the path to delaying access reform for rate of 

return LECs, it is important that the Commission step back and consider the 

uncertainties and disincentives which rate of return LECs currently face: 

An ill-conceived interconnection and resale plan 

0 An uncertain (and potentially limited) universal service plan 

Competitive entry by companies many times larger than they are5 

An existing price cap plan targeted to larger LECs 

ALLTEL believes that when all of these factors are properly considered, they 

underscore the need for a realistic market-based approach to access reform for rate of 

return LECs. 

’ According to published financial reports, at year end 1995, AT&T had assets of $88.9 B, MCI had 
assets of $19.3B, and Time Warner had assets of $22.1B. ALLTEiL, in contrast, had assets of $5.1B. 
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. .  C. e- 

ALLTEL agrees with the Commission that the current access charge structure 

creates rates that are unrelated to underlying costs. (NPRM - p. 7) It is the 

misallocation of these access costs to the various access rate elements that creates the 

distortions between costs and price. These misallocations, many of which are intended 

to foster universal service, stem from a variety of policy decisions at both the state and 

federal levels. Access charge revenues have made a considerable contribution to 

universal service and other policy goals. In ALLTEL's case, roughly fifty percent 

(50%) of our regulated telephone operating revenues are derived from access charges. 

Some of our access charges contain subsidies that are directly linked to the achievement 

of social goals at both the federal and state levels. fU,LTEL's access costs are 

nonetheless actual and real. These costs must be recovered if the ALLTEL Companies 

are to be lasting competitors. 

The Commission must not presume that rate of return LECs have a guaranteed 

revenue stream from access. The ALLTEL Companies are in a competitive 

environment. Without considerable changes to the current access rate structure, their 

access revenue streams will diminish rapidly 

II. MODIF'ICATIONS ARE REQ"U2D TO "€E CURRENT 
INTERSTATE ACCESS RA'IX STRUCTURE FOR ALL LECS 

Even with consistent access rate reductions, ALLTEL's access rates are often 

three to four times higher than those of the neighboring RBOC. This stem not only 
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from distortions in the access rate structure, but also from the averaging requirements 

imposed on rate of return LECs. 

A. 
Inemcient 

As the Commission has noted at page 29 of the NPRM, the costs associated 

with the local loop are non-traffic sensitive, but its Rules require that a portion of those 

costs be recovered through per-minute charges. The Commission now seeks rate 

structure changes that send more accurate pricing signals. NTS loop cost recovery is a 

good starting point. 

ALLTEL's current NTS recovery is: 

Rev- 

Subscriber Line Charges ("SLC") 52 % 
Carrier Common Line Charges ("CCL") 30% 
Long Term Support (from universal service) ("LTS") U!& 

Total Interstate Common Line 100% 

The Commission has laid out several proposed alternatives for recovery of the 

SLC portion of subscriber loop costs. One such proposal is to place more of the burden 

of NTS loop cost recovery on the end-user through changes in the SLC as applied to 

second residential lines and multi-line businesses. ALLTEL opposes any change to the 

current application of SLCs. ALLTEL's current customer base is made up primarily 

of residential and small business end-users. Any change in the current application of 

the SLCs may be perceived as an unwarranted local rate increase and cause end users 

to make incorrect economic decisions regarding telecommunications service. In 
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addition, any change in the SLC, as applied to second access lines, poses administrative 

problems in terms of LEC identification of those lines. 

ALLTEL recognizes that the current SLC reflects a subsidy flowing from urban 

to rural areas. In an effort to eliminate this imbalance, ALLTEL would support 

geographic deaveraging of the SLC. A deaveraged SIX: should be based on three 

pricing zones at a minimum. SLC revenues should continue to maintain the same level 

of contribution towards the common line revenue requirement as they do today. 

For the recovery of the remaining CCL costs, ALLTEL advocates replacing the 

current per minute of use charge with a recovery mechanism designed to send accurate 

price signals to both comumers and competitors. Although the Joint Board proposed 

flat per line charges based on presubscribed lines, ‘ALLTEL opposes this 

recommendation, in part. First of all, the imposition of an additional common line 

charge directly to the end user who elects not to select a PIC results in an effective 

SLC increase for that end-user and poses an additional administrative burden on the 

incumbent LEC to accomplish this billing. The subscriber loop costs should be borne 

by all users of the loop, including the IXCs. Second, assessing the charge on the basis 

of presubscribed lines fails to address 1OXXX dial-around usage and potentially 

provides a disincentive for IXCs to compete for lower volume long distance users. 

: Service, CC Docket No. 96-45, Recommended Decision, at 

11 

6 

par. 776, FCC 961-3 (rel. Nov. 8. 1996). 
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In lieu of a charge per presubscribed line, U L m L  believes that a bulk billing 

approach based on an IXC’s percentage share of historical interstate minutes of use 

would eIiminate the problems discussed above. 

B. 

ALLTEL supports a new flat rate element for the NTS portion of local 

switching costs associated with line cards. That new rate element should be established 

and billed to an IXC based on its percentage of interstate minutes of use. NTS local 

switching costs make up thii-one percent (32 %) of ALLTEL’s interstate local 

switching revenue requirement. Creation of this new rate element would not only 

recover costs in the way that they are incurred, but would also align the access rate 

structure with the unbundled network element charge structure established by the 

Commission in its First Report and Order in the Interconnection proceeding. 

C. 

The Cornmission has stated its intent that any rule changes regarding the 

transport rate structure or the TIC adopted in this proceeding should apply to all LECs, 

including rate of return companies. (NPRM p. 44) ALLTEL believes that the current 

transport rate structure with charges for entrance facilities, direct-trunked transport and 

tandem-switched transport is appropriate and economically efficient. However, the 

current method of setting tandem-switched transport rates based upon nine thousand 

(9OOO) minutes of use per month results in arbitrarily low tandem-switched transport 

rates and in an increased amount of transport costs left to be recovered through the 
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TIC. Data for the ALLTEL Companies indicates that usage of the tandem-switched 

trunks mounts to approximately four thousand (4000) minutes per month, per trunk. 

Consequently, the use of this figure would accurately assign tandem-switched transport 

costs for the ALLTEL Companies. 

The TIC has been described as a non-cost based charge, however, as noted by 

the Court of Appeals in 

costs assigned to the TIC are real costs? ALLTEL has identified the costs that make-up 

v. EX, the Commission has recognized that the 

the TIC. Some of the identified costs components of the TIC can be easily reassigned. 

This is demonstrated in the following chart: 

Tandem revenue 
requirement 

Use of go00 minutes 
per tandem trunk 

Part 36 and 
public policy 
allocations 

%ofTIC 

6.5% 

33 z 

60.5% 

Assign to tandem 
switched transport 

Use of 4000 minutes 
per tandem trunk 

Interim: continue to 
charge TIC on this level 
Permanent: separations 

reform 

Assoclatlon v. E€€ 87 F. 3d 522, (D.C. Cir. 1996) @&mg Tel v. I 1 .  

E!32. 
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Thus, forty percent (40%) of the TIC can be reduced by logical reassignment. The 

remaining sixty percent (60%) of the cost recovery associated with the TIC awaits 

separations reform. 

IXI, SWITCmD ACCESS RATE REDUCTIONS SHOULD BE 
RESTRICTED TO ADJUSTMENTS FOR LONG TERM SUPPORT 
(ccLTS’r) AND DEM WEIGHTING 

In the NPRM, the Commission asks for comment on how proposed changes to 

the universal service support mechanism should be addressed in Part 69 for non-price 

cap LECs. (NPRM p. 107-108) As noted by the Commission in the NPRM, the Joint 

Board has proposed the explicit recovery of LTS and the DEM weighting mechanism. 

(Id. at 22) Currently, the two implicit subsidies are reflected in the access rates of each 

LEC. Once these subsidies are transitioned to the high cost universal service fund, 

there will be, and should be, a corresponding dollar-for-dollar reduction in the 

associated access rates. In ALLTEL’s view, the LTS and the DEM weighting 

mechanism are the only components of the proposed universal service plan that have a 

direct relationship to access rates. Other universal service support components are 

designed to offset the cost of providing local service in high cost areas and, as such, do 

not require a corresponding reduction in access rates. 

CC -Move 5 .. Iv. - 
As previously pointed out, ALLTEL has, for a variety of reasons, been unable 

to elect price cap regulation. The ALLTEL Companies serve a larger number of rural 

areas than the larger price cap LECs. ALLTEL does not serve any city centers having 
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a population in excess of one hundred thousand (lOO,OOO), but we do have markets that 

adjoin these areas. The geographic areas served by each of the ALLTEL Companies 

are often not contiguous which makes it difficult for them to achieve the economies of 

scale and scope enjoyed by the larger price cap LECs. 

ALLTEL also has a lower percentage of low cost/high margin customers as 

reflected in our relatively lower business-to-residence ratios. The calling patterns are 

imbalanced with roughly sixty percent (60%) of all traffic moving in the originating 

direction. A lack of sheer size also leave us at a disadvantage. Although operating 

efficiently, ALLTEL has relatively greater common costs than the RBOCs and less 

purchasing power. Nonetheless, ALLTEL is still faced with the same competitive 

pressures as the larger LECs. IXCs, such as AT&T and MCI, do not question the 

form of regulation when making access purchases. Instead, they question the price 

levels for the relevant market. The requirement to average access prices across a study 

area subjects the low costhigh margin customers within ALLTEL’s markets to intense 

competitive pressures. As these customers implement their alternatives, there is a 

“spiraling” effect which pushes additional costs to the next tier of customers and 

creates a new “artificial margin” that is pro-competitor rather than pro-competition. 

Absent access reform, ALL,TEL will c o n t h e  to be disadvantaged relative to both new 

entrants and price cap LECs. 

ALLTEL needs the freedom to respond to competition in our denser markets. 

However, neither the market approach nor the prescriptive approach proposed by the 
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Commission works for ALLTEL. ALLTEL needs the ability now to price access 

flexibly. It is unnecessary for the Cornmission to construct elaborate regulatory 

schemes for the rate of return LECs. ALLTEI, has no market power in the access 

realm. Existing and potential competitors abound. Wireless and cable services provide 

substitutable services. IXCs monitor our access rates closely and carefully choose 

between ordering services provided via dedicated circuits or switched access or through 

alternate facilities. MCs also have direct contact with our customers through their 

provision of long distance services. This allows them to continually “take the pulse” 

of these customers and attempt to correct imbalances by pressuring ALLTEL to adjust 

its access rates. 

Competitors contend that incumbent LECs have bottleneck facilities, and 

therefore, enjoy an unfair competitive advantage. While even small LECs have some 

advantages associated with their incumbency, this in no way translates to an ability to 

control prices. ALLTEL does not have the financial reserves nor the cost economies to 

block entry through any form of anti-competitive pricing. The market for 

telecommunications service is national, if not global, in scope. The relatively small 

piece of the network controlled by ALLTEL and the related prices charged for that 

network have a negligible impact on the provision of broadly-based telecommunications 

service. In the evolving telecommunications market, the product has become an 

integrated package of services, including local calling, exchange access, long distance, 
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internet access, and wireless communications. When the ALLTEL Companies are 

viewed in this light, their lack of market power is evident. 

The current rigid rate structure of the FCC’s Part 69 rules offers only the most 

limited pricing flexibility to rate of return LECs. To overcome this, as a starting point, 

ALLTEL proposes that the rate elements currently contained in Sections 69.106 - 
69.112 of the Commission’s Rules should be combined to form an access category for 

traffic sensitive switched access. This category would then be composed of the costs 

constituting the current local switching, transport, and information elements. This 

would permit the ALLTEL Companies to align their rates with those of larger 

neighboring LECs. 

AL,LTEL also proposes that the Commission immediately eliminate its 

requirement that an incumbent LEC obtain a Part 69 waiver or a rule change before it 

can introduce any new services. This would give ALLTEL the flexibility to offer new 

access services, create new rate elements, and price existing elements in a market 

responsive fashion. 

Additionally, access prices need to be deaveraged on a geographic basis as well 

as a customer type/she basis. This deaveraging would be predicated on cost-causative 

principles. ALLTEL’s current inability to establish prices in the same manner as its 

competitors sends improper entry and exit signals to customers and competitors alike. 

Without pricing flexibility, the ability of rate of return LECs to remain viable entities is 

tied to regulators. 
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Ultimately, all trappings of regulation need to be removed. As pointed out 

earlier, rate of return LECs have no market power; hence, the “triggers” proposed in 

the FCC’s NPRM are overkill. ALLTEL has no services that can be leveraged by 

altering access prices. We are in no position to actively use prices to inappropriately 

meet financial or market share goals. ALLTEL has, in fact, decreased access rates by 

nearly thirty percent (30%) over the last three years. It would be counter-intuitive for 

us to raise access prices in the current environment. 

ALLTEL does not have the market power nor the pricing control to 

disadvantage our customers or competitors. ALLTEL urges the FCC to move now to a 

flexible pricing scheme for the provision of interstate access, closely followed by an 

expedited process for removing these services from regulation. 

ALLTEL is anxious to work with the Commission in addressing the necessary 

components of a plan that will promote a pro-competition environment in which rate of 

return LECs are vigorous, active participants. 
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.-- 

CONCLUSION 

ALLTEL urges the Commission not to delay access reform for rate of return 

LECs, such as ALLTEL. As demonstrated above, we are not exempt from 

competition either from existing carriers or new entrants. It is imperative that we have 

pricing flexibility now in order to remain viable participants in the marketplace. 

Respectfully submitted, 
ALLTEL Telephone Services Corporation 

By: & C . W  -- 
Cafolyn C. Hill 

~ t s  Attorney 

ALLTEL Telephone Services Corporation 
655 15th Street, N.W. 
Suite 220 
Washington, D.C. 20005 

Dated: January 29, 1997 
(202) 783-3970 
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REPLY COMMENTS OF WINDSTREAM COMMUNICATIONS, INC. 

Windstream Communications, Inc., on behalf of itself and its affiliates 

(collectively “Windstream”), submits the following reply comments in response to the 

request by the Federal Communications Commission (“Commission”) for comment on its 

Further Notice of Proposed Rulemalting (“FNPRM”) and three attached proposals on 

intercarrier compensation and universal service reform. ’ 

‘ See Iiitercarrier Comperisatioii for ISP-Boiiiid Traflc, Order on Remand and Report and Order and 
Further Notice of Proposed Rulemaking, FCC 08-262 (rel. Nov. 5,2008) (“Core Reinarid Order”). 



I. INTRODUCTION AND SUMMARY 

These reply comments are consistent with Windstream’s prior submission of a 

proposal outlining recommendations for comprehensive intercarrier compensation 

reform. Windstream repeatedly has urged the Commission to adopt a measured approach 

to reforming intercarrier compensation and has supported a number of different 

reasonable approaches, in addition to the one it proposed.l All of these proposals would 

unify and significantly reduce intercarrier Compensation rates while permitting affected 

carriers to recover associated revenue reductions to a significant degree through 

subscriber line charge (“SLC”) increases and an alternative recovery mechanism 

([‘A”’’). Windstream also endorses more limited measures that would enable proper 

billing by addressing phantom traffic and clarifying that compensation is due for traffic 

generated by interconnected Voice over Internet Protocol providers. 

Windstream’s repeated calls for such fair and balanced reforms are reinforced by 

comments submitted in response to the FNPRM. Many commenters ask the Commission 

to adopt unified, but varying terminating rates for different classes of carriers, in 

recognition of significant disparities in costs incurred to provide quality and affordable 

service in rural and urban areas.3 A wide variety of parties criticize the new [‘additional 

The details of Windstream’s proposal are outlined in an ex parte filed on October 28,2007, as well as in 
comments filed in response to the FNPRM. Letter from Eric N. Einhorn, Windstream Communications, 
Inc., to Marlene H. Dortch, Secretary, FCC, CC Docket Nos. 01-92,9645, WC Docket Nos. 05-337,06- 
122,99-68,08-152, 07-135 (filed Oct. 28,2008) (“Windstream Intercarrier Compensation Ex Parte”); 
Comments of Windstream Communications, Inc. (“Windstream Comments”). 

Inc. (“Cincinnati Bell Comments”) at 13-14; Joint Comments of Citynet, LL,C, Granite 
Telecommunications, Inc., PAETEC Communications, Inc., RCN Telecom Services, Inc. and U.S. 
Telepacific Corp. (“Citynet et ai. Comments”) at 11-12; Comments of Ernbarq (“Embarq Comments”) at 7; 
Comments of Frontier Communications (“Frontier Comments”) at 5; Comments of Iowa 
Telecominunications Services, Inc. (“Iowa Telcom Comments”) at 5; Comments of the Independent 
Telephone & Telecommunications Alliance (“ITTA Comments”) at 8; Comments of the National 
Association of State Utility Consumer Advocates, Maine Office of Public Advocate, Maryland Office of 
Peoples’ Counsel, The Utility Reform Network, and the Utility Consumer Action Network on Further 

See, e.g., Comments of CenturyTel, Inc. (“CenturyTel Comments”) at 12; Comments of Cincinnati Bell 

2 



costs” standard proposed by the FNPRM.4 Moreover, multiple commenters underscore 

the importance of making a reasonable and significant ARM available to mid-sized price 

cap  carrier^.^ 

Without these modifications, the reform proposals attached to the FNPRM would 

have devastating consequences for telecommunications and broadband services offered in 

rural regions. Since the majority of mid-sized carriers’ revenues are spent to meet fixed 

carrier of last resort expense obligations, the staggering revenue reductions resulting from 

the proposed refomis would cripple mid-sized price cap carriers. The weakened carriers 

would be unable to deploy new broadband services to their customers, let alone maintain 

the prices and quality of services offered to their customers today. The impact of the 

proposed revenue reductions is especially significant now that the TJnited States is 

experiencing one of the largest economic crises in its history. 

Notice of Proposed Rulemaking (“NASUCA et al. Comments”) at 16; Comments of the National Exchange 
Carrier Association, Inc. (“NECA Comments”) at 25-26; National Telecommunications Cooperative 
Association Initial Comments (“NTCA Comments”) at 42; Comments of TW Telecom Inc., One 
Communications Corp. and Cbeyond Inc. (“TW Telecom et al. Comments”) at 6. 

L,LC at 29-3.5; CenturyTel Comments at 16; Cincinnati Bell Comments at 10-13; Citynet et al. Comments 
at 19-20; Embarq Comments at 42-SO; Frontier Comments at 14-17; Iowa Telecom Comments at 3-4; 
ITTA Comments at 10-13; NASUCA et al. Comments at 9-16; NECA Comments at 26-29; NTCA 
Comments at 40-41; TW Telecom et al. Comments at 5-6. 

See, e.g., CenturyTel Comments at 14-1 8,22-24; Cincinnati Bell Comments at 2-3; Embarq Comments at 
7,26; Frontier Comments at 5, 8-10; ITTA Comments at 5-9; Iowa Telecom Comments at 4-5; Comments 
of the United States Telecom Association (“USTelecom Comments”) at 6. See also Letter from L.arry 
Cohen, Communications Workers of America, President, to Kevin Martin, Chairman, FCC, WC Docket 
Nos. 06-122 and 05-337, CC Docket Nos. 96-45 and 01-92 (Oct. 27,2008), at 3 (asking the Commission to 
“establish a supplementary explicit universal service fund available to mid-size carriers for broadband 
build-out”); Letter from Brian Mefford, Connected Nation, Chairman and CEO, to Kevin Martin, 
Chairman, FCC, WC Docket Nos. 06-122 and 0.5-337, CC Docket Nos. 96-4.5 and 01-92 (Oct. 27,2008), at 
2 (urging the Commission to establish universal service recovery mechanisms that are “available to all 
carriers of last resort, regardless of company size, structure or regulatory classification”); L,etter from Tony 
Clark, Commissioner and Chair, NARUC Committee on Telecommunications, et al. to Kevin Martin, 
Chairman, FCC, CC Docket No. 01-92 (filed July 24,2006) (attaching the Missoula Plan) (proposing a 
plan that included a recovery mechanism, which could be used by mid-sized carriers). 

See, e.g., Comments of Broadview Networks, Inc., Cavalier Telephone, Nuvox, and XO Communications, 

5 

3 



Following its prior critique of proposals attached to the FNPRM,6 Windstream 

submits reply comments in response to parties’ arguments regarding core elements of 

intercarrier compensation reform. Windstream addresses only three items: ( 1) the 

amount of the terminating rate, (2) the necessity of an ARM for mid-sized price cap 

carriers, and ( 3 )  increases to SLCs. These reply comments - given the voluminous 

record in this proceeding - are by no means intended to be comprehensive, but they 

nonetheless demonstrate that the Commission must make significant modifications before 

adopting comprehensive reforms considered by the FNPRM. 

11. SUPPORTERS OF A IJNIFORM NEAR-ZERO TERMINATING RATE 
STILL FAIL TO PRODUCE DATA THAT JUSTIFY ITS ADOPTION. 

Comments by the leading proponents of a uniform terminating rate at or below 

$0.0007 fail to establish a rational basis for applying this rate to all carriers. Like the 

Commission’s proposals, parties’ comments in support of this low rate are based on 

unsupported  assertion^,^ or rely upon facts that only apply to the very largest incumbent 

local exchange carriers (“ILECs”). This paltry support does not provide legitimate 

ground for adopting a uniform, near-zero rate. 

A. Negotiated Market Outcomes Indicate that Mid-Sized Carriers 
Warrant a Terminating Rate Significantly Higher Than $0.0007. 

Verizon asserts that “evidence of negotiated, market outcomes” supports a 

uniform $0.0007 terminating rate.’ But the evidence cited by Verizon fails to 

demonstrate that $0.0007 is an appropriate compensable rate for all carriers. At best 

See Windstream Comments at 27-47; Windstream Intercarrier Compensation Ex Parte at 3-4. 

‘See, e.g., Comments of Sprint Nextel Corporation at 6-7 (relying on statements in the Appendix A draft 
order to support adoption of the proposed additional costs standard); Comments of Comcast Corporation at 
6 (offering its support for the new pricing methodology, but not citing any evidence that would provide a 
rational basis for this new methodology). 

Comments of Verizon and Verizon Wireless (“Verizon Comments”) at 49. 
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Verizon’s market evidence suggests that Regional Bell Operating Companies (“RBOCs”) 

like Verizon could appropriately be subject to a uniform $0.0007 rate. 

Verizon’s evidence is limited to interconnection agreements that it has entered 

into with (premerger) AT&T and Level 3 for terminating local traffic and ISP-bound 

traffic, and 25 competitive local exchange carriers (“CLECs”) for terminating traffic 

generally.’ Such evidence is far from representative for small or mid-sized ILECs. 

Verizon fails to provide any evidence that small or mid-sized carriers -which realize far 

smaller economies of scale - have agreed to exchange local traffic at the $0.0007 rate in 

their interconnection agreements or that such rates reflect these carriers’ circumstances. 

Moreover, most of the CLEC agreements cited by Verizon are bill and keep 

arrangements,” which typically are entered into when traffic is mostly in-balance.’ ’ It 

would be inappropriate for the Commission to conclude that those arrangements should 

be the basis for establishing a uniform rate for all carriers within a state. 

With respect to small and mid-sized carriers, evidence of negotiated rates for local 

traffic, using Verizon’s logic, indicates that these carriers should not be subject to a 

uniform near-zero terminating rate. Most of these carriers have lawfully negotiated 

interconnection rates that are significantly higher, in the range of $0.005 to $0.012. Their 

reciprocal compensation rates are set closer to interstate terminating access levels. In 

particular, reciprocal compensation rates lawfully negotiated by Windstream are no 

Id. at 49-SO. 

lo See id. at SO, n.65 (noting that 22 of 2.5 CLEC agreements cited are bill and keep arrangements). 

I ’  See 47 U.S.C. 252(d)(2)(B)(I) (describing “bill and keep” as “arrangements that waive mutual 
recovery” of costs through “offsetting of reciprocal obligations”). 
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where near $0.0007 for any agreement. Windstream’s composite reciprocal 

compensation billing rate is $0.0089.” 

B. The Proposed Methodological Shift, Coupled with the Absence of a 
Meaningful Alternative Recovery Mechanism, Would 
Indiscriminately Punish All Mid-Sized Carriers Primarily Focused on 
Serving Rural Areas. 

AT&T asserts that the Commission’s proposed “methodological shift will reward 

efficient carriers and punish inefficient ones” by “compelling most carriers to rely 

primarily on their own end users for recovery of their network costs . . . . ’ , I 3  This claim, 

however, overlooks the fact that carriers serving primarily rural areas incur substantially 

greater costs than those in urban areas. When this significant difference is taken into 

account, it is evident that the primary impact of the proposed methodological shift would 

be to reward urban carriers at the expense of rural carriers, efficiency notwithstanding. 

The M O C s  - as compared to small and mid-sized ILECs - are subject to 

significantly different cost characteristics. Costs on a per line basis are much. higher for 

carriers that serve primarily rural areas. A comparison of Windstream and AT&T is 

illustrative. Subscriber density is far lower for Windstream: Windstream’s average 

subscriber density is approximately 2 I lines per square mile, while AT&T’s is 

approximately 99 lines per square mile.I4 Windstream, therefore, cannot benefit from the 

same economies of scale as AT&T. Windstream on average serves approximately 2,700 

The cited composite billing rate is based upon 11 months actual billing from January through November, 
2008. 

l 3  Comments of AT&T Inc. (“AT&T Comments”) at 11. 

subscriber density at that time was even greater than AT&T’s: Verizon’s subscriber density was 
approximately 120 lines per square mile. 

These subscriber density statistics are based upon an analysis conducted in December, 2007. Verizon’s 
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15 lines per exchange, and 70 percent of its exchanges serve less than 2,000 lines. 

AT&T’s average exchange, in contrast, serves more than 12,000 lines. So even if 

Windstream is operating at the same level of efficiency as AT&T, Windstream will have 

significantly higher per line operating costs than its urban counterpart. 

Due to different cost characteristics and the absence of a meaningful ARM, all 

mid-sized carriers primarily focused on serving rural areas, and their customers in these 

areas, would be punished by the one-size-fits-all, near-zero rates under the new 

methodology. These carriers would suffer substantial revenue reductions, which would 

directly impact consumers served by affected carriers. In particular, Windstream 

estimates that the Commission’s proposed intercarrier compensation reforms would 

reduce Windstream’s revenues by hundreds of millions of dollars over the foreseeable 

future, with little or no ability to recoup much of these substantial losses.I6 These 

reductions would be felt directly be consumers through higher rates and service impacts. 

Mid-sized carriers would struggle to offset these losses. AT&T fails to appreciate 

the cost characteristics of mid-sized carriers when it suggests efficient carriers would be 

rewarded when carriers are forced to either “reduce their costs to the prescribed 

compensation level or incorporate those costs in their own retail rates.”” AT&T’s claim 

does not hold true for any mid-sized carrier. 

Exchange figures referenced are based upon an analysis conducted in December, 2007. Aggregate I 5  

statistics for the same time period are similarly revealing. Windstream has approximately 23 percent of the 
exchanges that AT&T has (approximately 1,100 as compared to 4,700), but 5 percent of the lines 
(approximately 3.1 million lines versus 57.2 million lines). 

l 6  For 2008, Windstream’s terminating intercarrier compensation revenues will comprise roughly six 
percent of its annual revenues, whereas all of its federal high-cost support will comprise less than three 
percent of its annual revenues. 

” AT&T Comments at 11. 
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First, mid-sized carriers cannot reduce costs to the prescribed compensation level. 

Network maintenance costs and deployment needs do not go away if intercarrier 

compensation revenues are eliminated. In order to reduce costs anywhere near the 

suggested compensation level, mid-sized carriers would have to effectively stop 

maintaining some of their existing networks and cut back on purchases of new 

equipment. Both of these measures would jeopardize not only the terminating switching 

services provided to other carriers, but also basic dial-tone service offered to end users. 

Second, mid-sized carriers would be challenged by regulatory and economic 

factors if they sought to incorporate the joint and common costs in their retail rates. 

From a regulatory standpoint, state commissions are not likely to allow end user rate 

increases that would enable carriers to recover the revenue reductions resulting from the 

proposed new cost methodology. In addition, even if the states were to allow such 

increases, it would be near impossible for mid-sized carriers like Windstream to recover 

these sizable costs from their far smaller pool of end users, or for those rural consumers 

to afford the burden - an issue that AT&T glosses over. 

C. The Commission Is Capable of Policing Artificial Traffic Stimulation 
Schemes Without Moving Compensation to a Near-Zero Level. 

Commenters’ suggestions that a single statewide rate is needed to stop 

arbitrageurs that specialize in terminating traffic schemes, such as free chat lines and 

teleconferencing services, is shallow. I s  Such parties are essentially arguing that the only 

way to stop the small minority of LECs that are cheating is to force every other L,EC, i.e., 

- - 
See, e.g., Verizon Comments at 41 (asserting that “it is only through a uniform rate - applied equally to 

all carriers and all traffic - that the Commission can . . eliminate the fraud and arbitrage that plague 
today’s intercarrier compensation regime”); AT&T Comments at 9 (arguing that “the proposed 
‘incremental cost’ standard is far superior to TELRIC as a means of setting intercarrier compensation 
rates . . . because it will dramatically reduce the competitive distortions that can arise from any regulatory 
rate-setting regime”). 
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the vast majority of carriers that are abiding by the rules, to give access to the terminating 

network for free. While this measure may substantially eliminate the possibility of such 

cheating, the intercarrier compensation response endorsed by these commenters is an 

overly broad solution to address the problem at hand, unduly harmful to LECs providing 

the terminating services, and excessively generous to carriers using those terminating 

services. 

The Commission does not need to condition elimination of traffic stimulation on 

larger intercarrier compensation reforms. Traffic stimulation schemes violate the 

Commission’s rules requiring just and reasonable rates, and should be eliminated 

immediately.’’ Specifically the Commission should require suspected violators to 

include terms and conditions in their access tariffs that require carriers to recalculate 

access rates if they meet certain thresholds for abnormal increases in access minutes.” 

This reform would prevent carriers from reaping the profits associated with illegal traffic 

stimulation by triggering an immediate recalculation of their access rates. Qwest 

proposes additional, appropriate safeguards that the Commission could use to curtail 

See Letter from Trent Boaldin, EpicTouch Co., et al. to Kevin Martin, Chairman, FCC, et al. (dated 
April 30,2007) (industry letter opposing traffic pumping, which was signed by Windstrearn and fourteen 
other telecommunications companies). 

2o Language included in access tariffs could mirror language adopted by carriers subject to an access 
stimulation investigation last year. After the Commission suspended their tariff filings in response to 
access stimulation concerns (Jirlv 1, 2007 Aiiiizral Access Charge TarifJFiliiigs, Order, 22 FCC Rcd 11619, 
7 7 (rel. June 28, 2007)), some of the carriers involved agreed to recalculate local switching and transport 
rates if their monthly interstate local switching minutes exceeded a 100 percent increase over the same 
month the previous year. See hivestigatioir of Certaiii 2007 Atmtal Access Tarifls, Order, 
22 FCC Rcd 21261,12 (rei. Nov. 30,2007) (terminating the access stimulation investigation when all 
ILECs involved either rejoined the NECA pool or adopted “tariff language that committed them to modi@ 
their local switching and transport rates in the event they experience an increase in demand above a 
threshold level”). Carriers modifying their tariff language stated they would make rate revisions within 60 
days of meeting the above threshold. 

1‘) 
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these illegal practices.“ Such measures would stop destructive arbitrage activity, without 

malting innocent carriers and customers the casualties of overbroad reform. 

D. Commission Precedent Regarding Rate Symmetry Does Not Support 
Establishment of One Terminating Rate Per State. 

Despite AT&T’s suggestion to the contrary,” there is no current Commission 

practice or rule that sets a precedent for establishing one terminating rate per state. The 

Commission has never required rate uniformity for intrastate and interstate access, when 

the termination of traffic at issue is between two totally different geographic regions 

(within a state) with distinct cost  characteristic^.^^ Instead, Commission requirements for 

rate symmetry are limited to reciprocal compensation - and are based upon the 

assumption that both carriers have similar switching investment and costs in the same 

local calling area due to similar subscriber density, carrier size, and calling  scope^.'^ 

Expanding the logic for the symmetry rule to all terminating traffic (access and 

local) across an entire state at the same rate is illogical and inconsistent with past 

American practice regarding rate development. The Commission has a longstanding 

” See Comments of Qwest Communications International Inc. (“Qwest Comments”) at 11-14 (proposing 
multiple rule changes that “deal individually with the access stimulation issue,” because “the intercarrier 
compensation reforms proposed in the ICC proposal will not have a meaningful impact on access 
stimulation for several years”). 

” AT&T Comments at 14 (contending that the Commission should “adhere to the consistent American 
practice of ensuring rate uniformity for all carriers within a given geographic area - and . . . extend that 
practice to all traffic”). 

For example, Windstream operates two operating companies in the state of Ohio. Each has its own 
interstate and intrastate access rates, notwithstanding the fact that they operate in the same state. Because 
Windstream has not adopted $0.0007 for reciprocal compensation, each has its own reciprocal 
compensation rates. Neither the Commission nor the Public Utilities Commission of Ohio has 
implemented this so-called symmetry practice. At best, some state commissions have required ILECs to 
mirror some of their interstate access rate elements. 

l4 See 47 C.F.R. pi 51.71 1 (the symmetry rule for reciprocal compensation); 6 1  the Matter ofliiplenieiitatioiz 
of the Local Coiipetitiori Provisioris ofthe Teleconiiiiiriiicatioiis Act of 1996, bitercoiiiiectioii betweeii 
Local Exchaiige Carriers arid Conmiercial Mobile Radio Service Providers, First Report and Order, 
CC Docket Nos. 96-98 and 95-18.5, 11 FCC Rcd 1.5499,1[ 108.5 (rel. Aug. 8, 1996) (explaining the rationale 
for the symmetry rule). 

23 
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practice of recognizing cost differences in the context of not only intercamer 

compensation, but also in the context of universal service supp~rt.’~ Failure to continue 

recognizing this distinction would be contrary to economic reality for any type of 

switching, through softswitches or through traditional time division multiplexing 

(“TDM”) switches.’6 

111. COMMENTS OFFER SIGNIFICANT SUPPORT FOR PROVIDING MID- 
SIZED CARRIERS WITH ACCESS TO AN ALTERNATIVE RECOVERY 
MECHANISM. 

Multiple commenters, in addition to Windstream, have produced significant 

record evidence in support of an ARM for mid-sized price cap carriers. Both the 

Independent Telephone & Telecommunications Alliance (“ITTA”) and the United States 

Telecom Association (“USTelecom”) explain that these carriers need a viable revenue 

replacement opportunity to continue to meet their voice service obligations and deploy 

new broadband ~ervices.’~ Absent adequate recovery mechanisms, ITTA reports that 

’j See, e.g., 47 CFR .54.301(a) and Federal-State Joiiit Board or1 Uriiveixzl Service, Report and Order, 
12 FCC Rcd 8776,1212 (rel. May 8, 1997) (establishing local switching support in recognition that 
carriers serving rural areas must incur higher switching costs to provide voice service to an individual 
customer); Access Charge Reform, Price Cap Perfoniiarice Review for Local Exchaiige Carriers, Low- 
Volirnie Lorig Distaiice Usei*s, Federal-State Joiiit Board Oil IJiiiversal Service; Sixth Report and Order in 
CC Docket Nos. 96-262 and 94-1, Report and Order in CC Docket No. 99-249, Eleventh Report and Order 
in CC Docket No. 96-4.5; 1.5 FCC Rcd 12962,I 162 (rel. May 31,2000) (recognizing differences between 
urban and rural price cap ILECs when establishing different interstate average traffic sensitive charges for 
different classes of carriers). See also C. A. Bush et al., Computer Modeling of the Local Telephone 
Network, App. B, 39 (Oct. 1999), availahle at http://www.fcc.gov/wcb/tapd/hcpm/welcome.html 
(describing how the forward-looking universal seivice cost methodology responds to differences in 
switching costs incurred by carriers of different sizes). 

26 The incremental cost of termination is near zero under the proposed additional costs standard not due to 
the degree of blocking or scalability of a type of switch, but instead due to the fact that the proposed 
standard classifies a much greater proportion of switching-related costs as joint and common and then 
excludes these costs from the calculation of additional costs. See Letter from Eric Einhorn, Windstream, to 
Marlene H. Doitch, Secretary, FCC, CC Docket Nos. 96-4.5 and 01-92; WC Docket Nos. 99-68,05337, 
06-122, 07-1 3.5, and 08-1 52 (Oct. 27,2008) (explaining how the proposed standard would overlook 
significant costs incurred in switching traffic via softswitches, as well as traditional TDM switches). 

27 ITTA Comments at 9 (proposing an ARM for mid-sized price cap carriers to provide them with an 
opportunity to recover revenue reductions fiom access rate reductions); USTelecom Comments at 6 (stating 
that mid-sized price cap carriers deserve a viable replacement opportunity for mandated rate reductions). 
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mid-sized price cap carriers would have to cut capital and operational costs and increase 

prices.28 It asserts that the proposed reforms, as a result, would “retard broadband 

deployment, rather than promote it . . . .”29 In addition, USTelecom finds that the 

proposed revenue mechanism for mid-sized price cap carriers fails to recognize carrier of 

last resort  obligation^.'^ USTelecom concludes that the proposed reforms would 

diminish these carriers’ “ability to maintain the prices and quality of services currently 

offered to their customers and will severely harm their ability to further deploy advanced 

Individual carriers also provide noteworthy support for an ARM. First, Enibarq 

endorses both USTelecom’s and ITTA’s proposals to implement an ARM for mid-sized 

price cap  carrier^.'^ It observes that Commission precedent recognizes that “a sufficient, 

reliable recovery mechanism is a vital component of any intercarrier compensation 

reform plan that reduces intercarrier compensation revenues.yy33 Second, CenturyTel, in 

support of the ITTA plan, explains that the Commission in the past always has indicated 

that some form of access replacement fund may be necessary whenever considering 

reductions to intercarrier compensation rates.34 CenturyTel adds that such a mechanism 

is important to a wide variety of carriers, as high-cost characteristics exist regardless of 

whether a carrier is price cap or rate of return regulated, or whether the company is public 

-- 
’* ITTA Comments at 7. 

29 Id. 

3o USTelecom Comments at 6. 

Id. 

’’ Embarq Comments at 7. 

33 Id. at 26. 

34 CenturyTel Comments at 12, 14. 
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or private.35 Third, Frontier calls upon the Commission to recognize challenges facing 

mid-sized price cap carriers and the need to ensure these carriers have an opportunity to 

recover network Frontier supports ITTA modifications that would implement an 

ARM for mid-sized price cap carriers.37 Finally, Cincinnati Bell declares that “recovery 

mechanisms are inadequate, particularly for mid-size IL,ECS.”~~ “If the Commission truly 

wants to make broadband available to all Americans,” Cincinnati Bell asserts that the 

Commission “must reexamine the impacts of its ICC reform proposals on the mid-size 

companies, particularly the mid-size ILECs, which have long held carrier of last resort 

obligations that place extra burdens on them, but will likely suffer the most significant 

uncompensated and unrecoverable losses . . . . 7739 

Commenters opposing meaningful recovery do not identify any legitimate policy 

rationale for distinguishing mid-sized price cap carriers from mid-sized rate of return 

 carrier^.^' Free Press, for example, fails to establish a rational basis for distinguishing 

price cap carriers from rate of return carriers, as proposed in the ill-considered 

“compromise path” suggested in its  comment^.^' This path would afford rate of return 

carriers a revenue neutral mechanism, while price cap carriers’ recovery would be limited 

to a $1 SO inillion ARM that would be eliminated after five years. The impact of this 

35 Id. at 15 

3G Frontier Comments at 9 (citing “problems of areas served with low customer densities and networks with 
long transport routes that are dependent on the tandem of others”). 

” Id. at 9. 

38 Cincinnati Bell Comments at iv. 

”) Id. at 2-3. 

‘O Indeed, many parties - both proponents and opponents of an ARM for mid-sized carriers - agree that 
price cap and rate of return carriers should be treated the same for cost recovery purposes. See, e.g., 
Mercatus Center Public Interest Comment on Intercarrier Compensation and Universal Service at 10 
(arguing that all mid-sized carriers should be subject to a single mechanism and that mechanism should not 
consider non-regulated revenues/costs in its determination of whether an ARM is warranted). 
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proposal would be disastrous for mid-sized price cap carriers and their customers!’ The 

ARM recommended would not provide the financial stability needed to continue 

investing in the network. This temporary support would have a negative impact on rural 

consumers and further broadband deployment - contrary to the very principles Free Press 

IV. AFFORDABILITY CONCERNS ARE BETTER ADDRESSED WITH A 
RATE BENCHMARK, RATHER THAN TJNDUE CONSTRAINTS ON 
SUBSCRIBER LINE CHARGES. 

Many parties offer general support for using SLC increases as the first source of 

funding recovery of intercarrier compensation  reduction^.^^ Specifically Windstream 

supports the proposal to increase SLCs by $1.50 for residential and single line businesses 

and by $2.30 for multi-line busine~ses!~ Although competition restrains full recovery of 

permitted SLC increases in many circurn~tances,~~ allowing carriers to increase SLCs in 

this manner would give them the opportunity to recover at least some of their reduced 

intercarrier compensation through increases to their end user rates. 

To the extent there is opposition to SLC increases, much of this opposition is 

focused on affordability and comparability of consumer rates. For example, Free Press 

4’ Comments of Free Press (“Free Press Comments”) at 16. 

Id. at 17 

See id. at 5 (arguing the Commission should “rationalize its regulatory structure in a manner that protects 
consumers and fosters the universal deployment of affordable advanced information and 
telecommunications technologies”). Free Press also recommends that the Commission “consider phasing 
out all IAS support.” Free Press Comments at 17. Only price cap carriers receive IAS support, thus 
adopting this recommendation would only exacerbate problems created by the proposed order. 

44 See, e.g., CenturyTel Comments at 23; Embarq Comments at 7; Frontier Comments at 6; ITTA 
Comments at 9; NECA Comments at 6; Qwest Comments at 5-9; TW Telecom et al. Comments at 9; 
USTelecom Comments at 7. 

‘* See Core Reiiiaiid Order, App. A at 1 298, App. C. at 1 293 (proposing these SL,C increases). 

46 Rate increases are restrained by competition, because consumers will leave carriers if their services are 
not competitively priced. 
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voices concerns that SLC increases would “unfairly burden local  ratepayer^."^' Some 

state commissions likewise worry about how consumers would be impacted by SLC 

increases.4* The National Association of State Utility Consumer Advocates, joined by 

other consumer advocacy organizations, adds that proposed SLC increases should not 

allow customers in one state to replace revenue losses from another state.49 

Reducing the level of all possible SLC increases, however, is not the best way to 

address these concerns regarding consumer rates. A preferable route is to use rate 

benchmarks.” As noted in proposals considered by the FNPRM, the Conmission could 

establish a national benchmark for affordability and comparability, and then constrain 

SLC increases that would cause customers’ rates to exceed the benchmark.” If a carrier 

would require revenue recovery in addition to increases above a SLC cap or rate 

benchmark, it then could look to the ARM. This benchmark could be set at $20.76, the 

amount that represents the national average urban residential rate as determined by the 

C o m i s ~ i o n , ~ ’  or at some other reasonable level. Using such a benchmark would begin 

to eliminate existing, significant rate inequities between consumers of different carriers 

- 
” Free Press Comments at 4. See also L.etter from Chris Murray, Consumers Union, and Mark Cooper, 
Consumer Federation of America, to Kevin J. Martin, Chairman, FCC, et al., CC Docket Nos. 01-92, 96-45 
(filed Oct. 27, 2008) at 1 (questioning whether a SLC increase is “fair for consumers”). 

Comments of the Nebraska Public Service Commission (“NPSC Comments”) (worrying that consumers 
could be “unfairly penalized” by SLC increases); Comments of the Pennsylvania Public Utility 
Commission at 14 (expressing concerns that SLC increases could signify a “considerable cost increase” for 
consumers). 

49 NASUCA et ai. Comments at 20. 

See, e.g., CenturyTel Comments at 23; Comments of CTIA-The Wireless Association at 36; NECA 
Comments at 6-7; NTCA Comments at 3, 10-1 1; USTelecoln Comments at 7-8. 

Many commenters suggest that the Commission should consider using some form of a rate benchmark. 50 

Core Reniaiid Order, App. A at 7307, App. C. at 7 302. 

See Letter from Joshua Seidemann, Independent Telephone and Telecommunications Alliance, to 5 2  

Marlene H. Dortch, Secretary, FCC, CC Docket Nos. 01-92,96-45; WC Docket No. 05-337 (filed Oct. 20, 
2008) at 2 (proposing a SLC benchmark rate that excludes taxes and fees, but includes SLCs). 
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and consumers in different states. Such disparities are the product of the different local 

rate setting policies in individual states. 

Comments of the Nebraska Public Service Commission (“NPSC”) provide useful 

elaboration on why a national rate benchmark is needed.53 NPSC argues that 

“[c]onsumers should not be burdened with rate increases, particularly in states where 

rates are high in comparison to other states’ rates.”s4 As explained by NPSC, increasing 

SLCs without regard to a national benchmark would penalize consumers residing in 

states like Nebraska, which already have reduced state access with application of local 

rate benchmarks and state universal service fi.~nding.~’ In contrast, NPSC observes that 

cc[c]onsumers in surrounding states” would “benefit[] from their states not taking the 

initiative to rebalance rates and reduce access charges consistent with the 96 Act.”56 

V. CONCLUSION 

The Commission should act now to adopt fair and balanced reforms supported by 

Windstream. The record before the Commission provides significant reinforcement for a 

more measured approach to reforming intercarrier compensation and universal service. 

Reforms recommended by Windstream would remove implicit subsidies and tighten the 

link between costs and rates, without jeopardizing communications services offered in 

rural areas. 

53 NPSC Comments at 8-10. 

j4 Id. at 2. 

55 Id. at 9-10. 

j6 Id. at 10. 
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Dear Ms. Dortch: 

Today I met with Amy Bender, L,egal Advisor to Chairman Kevin Martin, to discuss 
universal service and intercarrier compensation reform. The conversation was consistent with 
the positions Windstream has taken previously in the above-referenced proceedings. The 
attached summary of Windstream's comments was also presented. 

Please feel free to contact me if you require additional information. 

Sincerely, 

Eric Einhorn 

Attachment 

cc: Amy Bender 



INTERCARRIER COMPENSATION AND UNIVERSAL SERVICE REFORM 
---” - Communications 

Private Investment Is Vital to Broadband Deployment to Rural Consumers. 

Windstream has reached 85% of its customer base with broadband, up from 76% in late 
2006. It now has the highest customer subscription rate (over 30% total; 48% residential) 
among its mid-sized carrier peers and the RBOCs. This performance is especially impressive 
given Windstream serves primarily rural regions (20 subscribers/sq. mile), but federal high- 
cost support comprises less than 3% of its total revenues. 
To achieve these results, Windstream has invested hundreds of millions of dollars to deploy 
broadband aggressively in rural areas. Windstream needs access to capital markets to raise 
private investment that allows it to deploy broadband to the rural areas it serves. 
Investors in mid-sized carriers - which include many public employee pension funds and 
insurance companies - are drawn to the carriers due to their historic cash flows, ability to pay 
dividends regularly, and consistent levels of profitability. 
A mid-sized carrier’s stock is similar to a bond in that investors do not expect stock 
appreciation over the long term, but rather obtain returns primarily through dividends. 

To Ensure Continued Private Investment in Rural Regions, the FCC Should Adopt Fair 
and Balanced Intercarrier Compensation Reforms that Address the Areas Where 
Commissioners Have Identified a “Growing Measure of Consensus.” 
a Windstream urges the FCC to adopt the following approach to rate reductions: 

(1) move, intrastate rates to interstate CAL,LS target rates by study area and then to the 

(2) over five years; 
( 3 )  with a meaningful opportunity for mid-sized ILECs to recover a significant amount (but 

lowest CALLS rate of $0.00SS; 

not necessarily all) intercarrier revenue reductions, offset by reasonable SLC increases 
(e.g., $1.50 res. & SLB /2.30 MLB). 

a 

a 

This approach is consistent with the precedent set by CALLS and MAG - both of which 
provided a reasonable transition period and recovery mechanism, offset by SLC increases. 
Windstream also asks the FCC to clarify that access and reciprocal compensation are due for 
IP/PSTN traffic, and to adopt traffic labeling rules to eliminate phantom traffic. 

Adopting the Proposals Considered in the FNPRM Would Harm Consumers By Causing 
Dramatic Reductions in Carriers’ Revenues and Scaring Off Further Private Investment. 

The proposals take issue with the fact that mid-sized carriers “consistently are paying 
dividends.” But without dividends, investors would have little reason to maintain their stock, 
and mid-sized price cap carriers, in turn, would have severely diminished access to debt and 
equity investments needed to fund their operations, including voice and broadband services. 
Windstream projects that proposed reforms would cause it to lose hundreds of millions of 
dollars in revenues, with little or no ability to recoup much of these substantial losses - a 
significant blow given its total revenues already are flat to declining. 
Since high fixed costs limit carriers’ ability to manage cash expenses, these proposed revenue 
reductions could jeopardize the financial stability of mid-sized carriers and directly harm 
consumers. Even relatively small changes in revenues will result in disproportionately large 
impacts on financial stability, including substantially reduced equity values and operating 
cash flows, and increased cost of access to equity and debt capital. 
The impact of any revenue reductions is even more heightened now that the U.S. is 
experiencing one of the largest economic crises in its history. 



The Proposed Additional Costs Standard Is IJnwarranted and Irrational. 
0 A new additional costs standard is not needed. The current standard is adequate and has been 

extensively litigated. If the FCC wants to consider changing it, further review and comment 
is needed. 
The proposed new standard would result in an irrational assignment of switching costs. 
Currently joint and common costs that are allocated to switching services are recovered from 
all users who generate switched traffic. But under the proposed new standard, more 
switching costs would be classified as joint and common, and carriers would not be allowed 
to recover any of these costs from carriers using their switched network to terminate calls. 
Costs, therefore, would be shifted to consumers who purchase services like broadband that 
may not generate any switched traffic. 
The proposed new standard is inconsistent with longstanding intercarrier compensation and 
universal service decisions that have determined that mid-sized and small carriers serving 
high-cost, rural regions incur substantially different costs than large carriers - with different 
economies of scale - serving lower-cost, urban regions. The resulting uniform, near-zero 
intercarrier compensation rates would not reflect the cost of serving high-cost areas and 
would not permit sufficient cost recovery. 

0 

0 

The FCC Would Be Unable to Prevent Flight of Private Investment with a Promise of 
Possible, Supplemental Support in the Future. 
0 The proposals would allow supplemental support only after the FCC considered all of a mid- 

sized carrier’s regulated and unregulated revenues and found that the carrier was unable to 
return a “normal profit.” This “opportunity” effectively would require carriers to offset 
reduced intercarrier compensation with broadband revenues before they could be eligible for 
support. Thus, a carrier’s incentive and ability to further deploy broadband and serve high- 
cost areas would be significantly reduced. 
And by the time any Commission decision would be made (even if a carrier could meet the 
proposed draconian standard), a carrier already would have suffered significant losses - both 
in terms of short-run reductions in intercarrier revenues and liquidation of equity investment. 

0 

Proposed Reforms to the Universal Service System Are Insufficient and Could Exacerbate 
Existing Problems with High-Cost Support. 

The proposal to condition receipt of existing universal service support on a carrier’s 
commitment to offer broadband to 100% of its customers would unduly benefit overfunded 
carriers, while jeopardizing the broadband deployment efforts of undefinded carriers that 
serve truly high-cost areas. Instead, the Commission should target forward-looking support 
to high-cost areas. 
The Lifeline/Link Up Pilot Program would fail low-income, rural consumers. Proposed 
carrier eligibility criteria need to be revised so broadband providers serving rural consumers 
can participate even if currently it is technically and economically infeasible for the providers 
to deploy broadband to all of their customers. 
If the Commission were to adopt a new contribution methodology based on telephone 
numbers, there is no need to complicate matters by adopting a hybrid mechanism as an 
interim measure. The new methodology should be extended to all other funds that use Form 
499 - e.g., TRS, NANPA, and LNP. 

2 12/5/2008 
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COMMENTS OF WINDSTREAM COMMUNICATIONS, INC. 

Windstream Communications, Inc., on behalf of itself and its affiliates 

(collectively “Windstream”), submits the following comments in response to the request 

by the Federal Communications Commission (“Commission”) for comment on its Further 

Notice of Proposed Rulemaking (“FNPRM’) and three attached proposals on intercarrier 

compensation and universal service reform.’ 

’ See Iiitercarrier Conpeiisatioii foi- ISP-Boiriid Tiaafic, Order on Remand and Report and Order and 
Further Notice of Proposed Rulemaking, FCC 08-262 (rel. Nov. 5 ,  ZOOS) (“Core Reniaiid Order”). 



I. INTRODUCTION AND SIJMMARY 

Windstream has consistently supported fair and balanced reforms of intercarrier 

compensation and universal service. The current regulatory system is ailing. But “cures” 

under consideration in the FNPRM would seriously injure or even permanently disable 

some of the telecommunications carriers that are subject to this system. If adopted 

without revision, the proposals would produce some combination of the following 

consequences: Broadband expansion in rural communities served by mid-sized 

companies would slow substantially or cease; existing broadband deployment would be 

scaled back; the quality of existing voice and broadband services would be degraded; 

retail prices for rural consumers would increase substantially; and the pace and number of 

job reductions in rural communities would accelerate. The Commission, therefore, 

should not adopt the proposals without making the modifications described in these 

comments. 

Windstream endorses the Commission’s overarching goal of “ensuring that 

broadband is available to all Americans.”’ With relatively little assistance from the 

federal high-cost f b ~ d , ~  Windstream has aggressively deployed broadband to 

approximately 85 percent of its customer base.4 Now almost one million of its three 

million customers subscribe to broadband - a statistic that places Windstream’s 

’ Id. at App. A 7 4. If the same text is found in multiple Commission proposals, Windstream references this 
text by citing the applicable paragraph(s) in Appendix A. 

Windstream receives less than 1 percent of its total revenue from high-cost loop and model support, and 
less than 3 percent of its total revenues from all federal high-cost support combined. 

This access line statistic - like others referenced, unless indicated to the contrary - represents 
Windstream’s ILEC access lines as of year-end 2007, excluding those recently acquired through 
Windstream’s acquisition of CT Communications, Inc. Windstream’s number of broadband-capable lines 
has increased significantly since September 2006, the first quarter after Windstream was formed as a result 
of its spin off from AIltel Corporation. Only 76 percent of Windstream’s access lines were broadband- 
capable in September 2006. 
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broadband penetration ahead of its mid-sized incumbent local exchange carrier (“ILEC”) 

peers and the Regional Bell Operating Companies (“RBOCS”).~ This perfonnance is all 

the more impressive in light of the fact that Windstream, which serves primarily rural 

regions, operates in areas where deployment and operating costs are high and subscriber 

density is low.6 

To offer service in its primarily rural service territory, Windstream must rely on 

private investment. Private investors enable Windstream and other mid-sized carriers to 

obtain debt financing, finance broadband deployment, and otherwise remain fiscally 

sound, so they can serve rural America. Such investors look for stability in the mid-sized 

carrier’s financial position and the environment they operate within, including outside 

influences like the regulatory structure. The stability of a mid-sized carrier’s business 

model is particularly important to the type of investors it attracts. These investors - 
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Company 

AT&T 

Verizon 

Qwest 

Einbarq 

Windstream 

Frontier 

CenturyTel 

Fairpoint 

Access Lines 

57,191,000 

37,072,000 

11,869,000 

5,850,000 

3,086,200 

2,296,400 

2,041,000 

1,474,394 

Broadband 
Lines 

14,84 1,000 

8,459,000 

2,793,000 

1,390,000 

962,700 

571,900 

628,000 

294,134 

Broadband 
Penetration 

25.9% 

22.8% 

23.5% 

23.8% 

3 1.2% 

24.9% 

30.8% 

19.9% 

Sources: Company financial reporting for 3‘d Quarter 2008. Broadband penetration is the quotient of 
broadband lines divided by access lines. 

telecommunications services to approximately 3.1 million access lines across 16 states. Windstream’s 
annual capital expenditures exceed $300 million. 

With an average subscriber density of approximately 20 access lines per square mile, Windstream offers 
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which include many public employee pension funds and insurance companies’ - are 

drawn to mid-sized carriers due to their historic cash flows, ability to pay dividends 

regularly, and consistent levels of profitability. A mid-sized carrier’s stock is similar to a 

bond in that equity investors do not expect stock appreciation over the long term, but 

rather obtain their expected return primarily through receipt of dividends.* 

The proposals considered by the FNPRM, however, demonstrate a fundamental 

lack of appreciation for how this capital structure brings communications infrastructure 

investment to rural America. The proposals take issue with the fact that mid-sized 

carriers “consistently are paying dividends,”’ as if the payment of dividends somehow 

signals that these carriers do not need the revenues to maintain current levels of service 

and make new investments. This criticism does not grasp the critical role that investors 

of these carriers play in maintaining and bringing voice and broadband services to high- 

cost, rural areas, and the role that dividends play in attracting such investors. Without 

payment of dividends, investors would have little reason to maintain their equity 

investments. The mid-sized price cap carriers, in turn, would have severely diminished 

access to debt and equity investments needed to fund their operations, and they would 

need more public funds to achieve the Commission’s goal of broadband ubiquity. 

Furthermore, the Commission’s proposal for a new interpretation of “additional 

costs,” pursuant to the pricing standards of Section 252(d)(2), would result in an 

irrational assignment of carriers’ switching costs. The new interpretation would require 

Many investment firms also hold Windstream stock on behalf of individual investors or in income- 

Stock prices of mid-sized carriers, which are linked to generally flat or declining total revenues, typically 

Core Reiiiaiid Order App. A 7 324. 

focused mutual funds. 

would track such revenue expectations over the long term. 
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that all common costs, including overhead costs and non-traffic sensitive costs (“joint and 

common costs”), to be excluded from the cost studies that determine terminating rates. 

Currently joint and common costs that are allocated to switching services are recovered 

from all users who generate switched traffic. But under the proposed regime, more 

switching costs would be classified as joint and common, and carriers would not be 

allowed to recover any of these costs from carriers using their switched network to 

terminate calls. Costs, therefore, would be shifted to consumers who purchase services 

that may not generate any switched traffic, for example, broadband Internet users. This 

mismatch between switching costs and consumer prices is an unjustified departure from 

current practice. 

Reductions to intercarrier compensation rates, based on the new additional costs 

standard, are likewise unwarranted and would result in catastrophic revenue reductions. 

The Commission can find little support for its contention that uniform, near-zero 

intercarrier compensation rates would permit sufficient cost recovery. This conclusion is 

inconsistent with longstanding intercarrier compensation and universal service decisions 

that have reviewed switching costs in detail and determined that carriers in rural regions 

incur substantially different costs than carriers able to take advantage of economies of 

scale in urban regions. Instead of relying on this substantial record, the proposals turn to 

sources of the likes of Wiltipedia, self-described as “the free encyclopedia that anyone 

can edit”; a Telephony Onliize interview of a then-BellSouth employee in 2006; and an 

unpublished presentation, which its author says adopts “perhaps over-simple cost 
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estimates . . . [to] derive some perhaps plausible insights about . . . the fiiture of consumer 

pricing. O 

Imposing such sharp and unjustified reductions to intercarrier compensation 

revenues would make it substantially more difficult for mid-sized carriers to enhance and 

expand their broadband networks. Windstream estimates that the Commission’s 

intercarrier compensation reforms would reduce company revenues by hundreds of 

millions of dollars over the foreseeable future, with little or no ability to recoup much of 

these substantial losses. Relatively small changes in revenues will result in 

disproportionately large impacts on financial stability, including substantially reduced 

equity values and operating cash flows, and increased cost of access to equity and debt 

capital.” For an indication of how investors would react to the proposed rate reductions, 

the Commission need only look at the sharp decline in Windstream’s and other mid-sized 

carriers’ stock prices after proposed reforms were announced.13 Such a change to a mid- 

- 
l o  See id. at App. A 1[ 261, n.688 (citing the Wikipedia entry “Broadband Internet Access,” 
http://en.wikipedia.org/wiki/Broadband-Internet-access (last visited Oct. 11,2008); Telephony Online, 
“OFC: BellSouth Chief Architect warns of HD VOD costs,” March 7,2006, 
http://telephonyonIine.com/iptv/news/BelISouth~VOD~costs~030706 (last visited Oct. 1 1,2008); David 
Clark, A Simple Cost Model for Broadband Access: What Will Video Cost?, Presentation at the 
Telecommunications Policy Research Conference (Sept. 28,2008) (reporting the two prior estimates), 
available at httu://t~rcweb.com/files/Cost%20analvsis%20TPRC.udf). 

I I For 2008, Windstream’s terminating intercarrier compensation revenues will comprise roughly six 
percent of its annual revenues, whereas all of its federal high-cost support will comprise less than three 
percent of its annual revenues. 

I ’  The high-fixed cost nature of a rural ILEC’s business limits its ability to manage cash expenses. Letter 
from Michael J. Balhoff, Balhoff & Williams, LLC, to Marlene H. Dortch, Secretary, FCC, CC Docket 
Nos. 01-92,99-68,96-45, WC Docket Nos. OS-337 (filed Oct. 28, 2008), 6. Consequently a “10% 
reduction in revenues can result in cash flow and equity declines of 40%, with the potential for equity to 
fall farther.” Id. With reduced access to equity, carriers likely would be “compelled to make capital 
decisions that affect customers.” Id. 
l 3  Between October 13,2008, the day before the Chairman’s reform proposal was announced, and October 
29 Windstream’s stock was down 27% - a $l.lB loss in market capitalization. By November 4,2008, after 
the announcement that the Commission was not going to vote on the reform proposal, Windstream had 
recovered a large percentage of the decline and was only down 5% compared to October 13 or $21 1 .OM in 
market capitalization. These reductions were significantly greater than the general market indexes over the 
same period, but similar to the declines of other mid-sized price cap carriers’ stock prices. 
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sized carrier’s intercarrier compensation revenues could trigger a mass exodus of the 

private investment necessary to sustain and advance operations. This risk is heightened 

now that the United States is experiencing one of the largest economic crises in its 

history. 

The Commission would be unable to prevent the flight of private investors with a 

promise of possible, supplemental universal service support in the future, as permitted in 

the proposals. The proposals would allow this support only after the Commission 

considered all of a mid-sized carrier’s revenues and found that the carrier was unable to 

return a “normal profit.” This “opportunity” is ill-considered and likely ephemeral. It 

would effectively require carriers to offset their reduced intercarrier compensation with 

broadband revenues before they could be eligible for support. A carrier’s incentive and 

ability to further deploy broadband in unserved areas would be significantly reduced. 

And by the time any Commission decision would be made (even if a carrier could meet 

the proposed draconian standard), a carrier already would have suffered significant losses 

- both in terms of short-run reductions in intercarrier revenues and liquidation of equity 

investment. 

Damage from intercarrier compensation reforms would be exacerbated by the 

proposed universal service reform. Windstream and other similar carriers could not 

justify expenditures needed to meet the proposed broadband commitment, which would 

condition continued receipt of high-cost funds on ubiquitous broadband deployment. 

Windstream currently receives approximately $82 million in federal high-cost support, an 

amount that pales in comparison to the $250 to $400 million in capital costs and many 

millions more in annual operating costs that Windstream expects it would need to incur to 
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offer broadband to its approximately 450,000 customers who currently do not have 

access to this ~erv ice . ’~  Thus, Windstream would have to forgo its high-cost support, and 

then would be subject to the proposals’ ill-defined reverse auctions regime. Significant 

uncertainties surrounding the reverse auction process would plague Windstream’s 

business plans and hinder its ability to attract private investment. 

To truly advance broadband adoption, the Commission, instead, should revise its 

approach toward intercarrier compensation and universal service reform. First, 

intercarrier compensation reform should be more measured. Consistent with prior 

incremental reductions in rates, the Commission should bring interstate, intrastate and 

reciprocal compensation rates to interstate CALLS target rate levels over a three-year 

period, and in years four and five further reduce this rate to the lowest CALLS rate of 

$0.00SS. Reform should allow impacted carriers to recover associated revenue losses to 

a significant degree through subscriber line increases and support from an Alternative 

Recovery Mechanism. Coupled with measures to address phantom traffic and clarify 

compensation applicable to interconnected Voice over Internet Protocol (“VoIP”) 

providers, this approach toward reform would help rationalize the intercarrier 

compensation system, without seriously jeopardizing private investment in mid-sized 

price cap carriers. The Commission also should proceed with a thorough review of the 

“additional costs” standard. Any new standard, if the Commission concludes one is 

needed, should allow adequate recovery ofjoint and common costs fiom all switched 

traffic. 

.- 
’‘ Comments of Windstream Communications, Inc., WC Docket No. 05-337, CC Docket No. 96-4.5, at 13- 
14 (filed Apr. 17,2008) (“Windstream USF  comment^") (this capital expense projection is based upon 
offering broadband at speeds ranging from 768 Kbps to 1.5 Mbps). 
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Second, reform of the high-cost mechanism should focus on retargeting funds so 

that they are narrowly tailored to granular, high-cost areas most in need of support. As 

Windstream previously has e~plained,’~ the Commission’s current high-cost program 

provides too much support to some ILECs and not enough to others, all without an 

objective way to assure service is affordable to consumers. But if these deficiencies are 

corrected, many high-cost areas that are currently uneconomic to serve would receive 

additional funding that would enable providers to shorten loops and perform other 

upgrades to dual-use plant. This funding would help justify business plans for expansion 

of broadband networks in high-cost areas. Collecting universal service support on a 

numbers basis would further rationalize the high-cost system. 

Third, the Commission can boost broadband adoption in rural areas by adopting a 

Lifeline/Link Up Pilot Program that gives rural consumers a meaningful opportunity to 

receive broadband discounts. Under the proposed Pilot Program, Windstream and many 

other broadband providers in rural areas would not be able to participate, due to the 

requirement that participating providers offer broadband to all customers in their service 

territories. But if the eligibility criteria and distribution mechanism were modified, 

Lifeline and Link Up funds could provide a meaningful response to Section 254(b)(2)’s 

instruction that universal service funds help provide “[a]ccess to advanced 

telecommunications and information services . . . in all regions of the Nation.”“ 

11. THE COMMISSION SHOULD ADOPT FAIR AND BALANCED 
INTERCARRIER COMPENSATION REFORMS THAT ADDRESS THE 
AREAS WHERE COMMISSIONERS HAVE IDENTIFIED A “GROWING 
MEASUW OF CONSENSUS.” 

Is See id. at 4-1 1, 2.5-27 (describing these deficiencies). 

l 6  47 1J.S.C. 4 2.54(b)(2). 
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The Commission’s intercarrier compensation reforms should focus on areas 

where Federal Communications Commissioners have identified a “growing measure of 

consensus.”” Such areas, specifically, include the following: (1) moving intrastate 

access rates to interstate access leveIs over a reasonable period of time; (2) implementing 

an Alternative Recovery Mechanism in certain circumstances; (3) not unduly burdening 

consumers with increases in their rates untethered to reductions in access charges; and 

(4) addressing phantom traffic and traffic stimulation.’’ The Commissioners also asked 

for input on how to define the additional costs standard utilized under Section 252(d)(2) 

of the Communications Act of 1934, as amended (“the Act”)I9 and how to set the 

terminating rate for Section 251(b)(S) traffic. Constructive action on each of these issue 

areas is critical to ensuring the success of any plan to comprehensively reform intercarrier 

compensation. 

Specifically Windstream recommends a series of concurrent, interrelated 

modifications that would ensure that intercarrier compensation reforms are more fair and 

balanced than any of the proposals being considered in the FNPRM. First, Windstream 

supports moving all of a carrier’s rates to its interstate CALLS target rates by study area 

and then to the lowest CALLS rate of $O.OOSS, so long as the Commission provides for a 

reasonable opportunity for and appropriate level of recovery of intercarrier compensation 

revenue reductions, as well as reasonable time for this transition to occur. Second, any 

additional intercarrier compensation reforms under consideration should be subject to 

further, much needed review. Third, Windstream urges the Commission to adopt 

I ’  Separate Statement of‘ Commissioners Michael J. Copps, Jonathan S. Adelstein, Deborah Taylor Tate, 
and Robert M. McDowell, Core Reiiiaiid Order. 

Id. 
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measures that will curb phantom traffic. Finally, Windstream asks the Commission to 

clarify that interconnected VoIP providers are responsible for compensating circuit 

switched network providers for the use of their networks at the appropriate access rates. 

These recommendations are described below and in detail in an ex parte filed by 

Windstream on October 28, 2008,” attached to these comments as Appendix A. 

Windstream’s desire for a fair and balanced approach to reform is not narrowly 

limited to its own proposal. Windstream also supports other comparable frameworks 

designed to achieve the same result. For instance, concurrent with this filing, 

Independent Telephone and Telecommunications Alliance (“ITTA”) and USTelecom 

propose thoughtful and reasonable modifications to the proposals under consideration in 

the FNPRM. The Commission should look closely at these recommended modifications 

and act now to adopt an order that reforms intercamer compensation and universal 

service within the bounds of the similar frameworks suggested by the largely overlapping 

proposals filed by Windstream, ITTA, and USTelecom. 

A. The Commission Should Transition Intrastate Access Rates to 
Interstate Levels Over a Reasonable Period of Time. 

Windstream recommends that the Commission reasonably transition intrastate 

access rates to interstate levels. This measure would eliminate substantial arbitrage based 

upon disparities between interstate and intrastate access rates. With a reasonable 

transition period, it also would provide stability to broadband providers seeking to 

construct business plans for fkrther development of their high-speed networks. 

l 9  47 U.S.C. 9 1.51 et seq. 

’’ L,etter from Eric N. Einhorn, Windstream Communications, Inc., to Marlene H. Dortch, Secretary, FCC, 
CC Docket Nos. 01-92,96-45, WC Docket Nos. OS-337,06-122,99-68,08-152,07-13.5 (filed 
Oct. 28,2008). 
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1. Windstream’s Recommendations for Rate Reductions Are 
Consistent with the Trajectory Established by CALLS and 
MAG. 

In the past, the Commission has moved forward with intercarrier compensation 

reform with deliberate and prudent steps to ensure progress while not derailing carriers’ 

ability to serve consumers. The CALLS proceeding is an apt model for further 

, I  intercarrier compensation reform.- Prudently, the Commission recognized in the CALLS 

Order that “one stroke of the sword” could not undo the “Gordian h o t ”  of determining 

the appropriate level of access charges and converting implicit subsidies in those access 

charges into an explicit and sufficient Alternative Recovery Mechanism.22 The Order, 

instead, adopted several steps over a five-year period that moved “toward the 

Commission’s goals of using competition to bring about cost-based rates, and removing 

implicit subsidies without jeopardizing universal service.”23 The Commission found that 

this approach was “preferable and more reasonable . . . , even if incomplete, than to 

remain frozen with indecision because a perfect, ultimate solution remains outside our 

grasp. ,,14 

Following the trajectory established in the CALLS Order and the subsequent MAG 

Order, the Commission should adopt further intercarrier compensation reform that, again 

over a five-year period, will provide “stability during its term” and address several issues 

that have served as major obstacles to intercarrier compensation and universal service 

I‘ Access Charge Refortn, Price Cap P eifonnaiice Review for Local Exchaiige Carriers, Low- Voltme Long 
Distance Users, Federal-State Joint Board On Uiiiversal Service; Sixth Report and Order in CC Docket 
Nos. 96-262 and 94-1, Report and Order in CC Docket No. 99-249, Eleventh Report and Order in 
CC Docket No. 96-45; 1.5 FCC Rcd 12962 (rel. May 31,2000) (“CALLS Order”) (reforming interstate 
access rates for price cap IL,ECs). 

” Id. at 7 26. 

Id. at f 36. 

24 Id. at f 27. 
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re f~rm.’~  Specifically, the Commission should require each carrier, on a study area basis, 

to reduce reciprocal compensation and intrastate access rates to their respective CAL,LS 

target levels by study area in measured increments over a three-year period. Then, by the 

fifth year, all terminating access rates for price cap carriers would be reduced to $.0055, 

the lowest CALLS target pursuant to Section 61.3(qq)( 1). Specific details regarding each 

year of the proposed transition are provided in the ex parte Windstream filed on 

October 28,2008, which is attached to these comments as Appendix A. 

This proposed plan for intercarrier compensation reform, like prior Commission 

actions, would create a more rational rate structure that, in turn, ‘‘will support more 

efficient competition, more certainty for the industry, and permit more rational 

investment 

are measured, but significant. The Conmission would tackle the most egregious problem 

first: arbitrage based upon disparities between interstate and intrastate access rates. 

Often the differential between these rates is significant. The Missoula Plan documented 

that the average access rates for small ILECs were $0.05 1 for intrastate traffic and $0.01 8 

for interstate traffic, whereas the average rates for large ILECs were $0.025 for intrastate 

Windstream’s recommended intercarrier compensation reforms 

Id. at 7 35. See also Mir/ti-Association Groip (MAG) Plan for Regirlation of Iriterstate Services of Noli- 

Price Cap Iiicimiheiit Local Exciiaiige Carriers aiid Iiitere.xciiatige Carriers, CC Docket No. 00-256, 
Second Report and Order and Further Notice of Proposed Rulemaking, Federal-State Joiiit Board oii 

Uiiiversal Seivice, CC Docket No. 96-45, Fifteenth Report and Order, Access Charge Refomi for 
Iiiciinibeiit Local Exchaiige Carrim Subject to Rate-of-Retiti-ti Regirlation, CC Docket No. 98-77, Report 
and Order, Prescribiiig the Aiitliorized Rate of Retirrii From Interstate Services of Local Exchaiige 
Carriers, CC Docket No. 98-166, Report and Order, 16 FCC Rcd 19613 (2001) (“MAG Order”) (extending 
interstate access reform to rate of return carriers), recon. in part, Mirlti-Association Groip (MAG) Plan for 
Regirlation of Non-Price Cap Iiicinribeiit Local Exchaiige Carriers and Iiiterexchaiige Carriers, CC Docket 
No. 00-256, First Order on Reconsideration, Federal-State Joiiit Board oii Uiiiversal Service, CC Docket 
96-45, Twenty-Fourth Order on Reconsideration, 17 FCC Rcd 5635 (2002), amended oti recon., Miriti- 
Association Croip (MAG) Plaii for Regirlatioii of Non-Price Cap bicirniberit Local Exchaiige Carriers aiid 
iiiterexchaiige Carriers, CC Docket No. 00-256, Federal-State Joiiit Board or1 Universal Senrice, CC 
Docket 96-4.5, Third Order on Reconsideration, 18 FCC Rcd 10284 (2003). 

26 CALLS Order at 7 1 
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traffic and $0.006 for interstate traffic.27 Such disparities in rates tempt bad actors to 

mask intrastate traffic as interstate. But if Windstream’s recommendations are adopted, 

arbitrage based on these rate disparities will be altogether eliminated. Moreover, where 

reciprocal Compensation rate levels are higher than interstate rate levels, as is the case for 

Windstream and many other mid-sized price-cap carriers, rates would be fully unified at 

the interstate level. 

2. The Commission Has Authority to Unify Interstate and 
Intrastate Access Rates as Proposed by Windstream. 

Based on its own interpretations of the Act, the Commission retains authority to 

adopt the rate modifications Windstream proposes here.” Windstream’s 

recommendations, whether traffic is subject to Section 251(g) or Section 251(b)(5), 

would not preclude the Commission from implementing further reductions in access 

rates, or from adopting another interpretation of additional costs at some point in the 

future. Findings in the Core Remand Order reaffirm the Cornmission’s authority and 

discretion in this context. 

Consistent with the legal framework adopted in the Core Reinand Order, 

compensation for the transport and termination of traffic either is subject to 

” Oregon Public Utility Commissioner Ray Baum, USF Reform and ICC Reform: Together Again? The 
Basics, Address Before the Summer Meeting at the National Association of Regulatory Utility 
Commissions, slide 23 (July 22, 2008), PowerPoint slides available at 
http://www.nar~icmeetings.org/Prese1itations/Ba~~1n%20NARUC%20Jul~%2022%202008 071508%20FI 
NAL.put. 

’* In these Comments, Windstream does not challenge but takes as given the Commission’s previous legal 
interpretations, particularly as detailed in the recent Core Rerriarid Order. Windstream notes, however, that 
other jurisdictional bases for comprehensive intercarrier compensation reform have been offered in this 
proceeding. See, cg., Letter from Melissa E. Newman, Qwest Communications International, to Marlene 
H. Dortch, Secretary, FCC, CC Docket Nos. 01-92,96-45,99-68, WC Docket Nos. 05-337,04-%,Oh-122, 
OS-195 (filed Oct. 7,2008); L,etter from Donna Epps, Verizon, to Marlene H. Dortch, Secretary, FCC, CC 
Docket Nos. 01-92, WC Docket Nos. 04-36,06-I22 (filed Sept. 19, 2008). 
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Section 25 l(g), or it is subject to Section 2.51(b)(S)J9 Section 251(g) preserves ILEC 

obligations for exchange access that predated the 1996 Act “under any court order, 

consent decree, or regulation, order, or policy of the Commission, until such restrictions 

and obligations are explicitly superseded by regulations prescribed by the 

Commis~ion.”~” As the Cornmission has noted in its proposals, this statutory provision 

can be read to preserve both “the interstate access regime the Commission had prescribed 

for all carriers nrzd the intrastate access regime the Bell Operating Companies had agreed 

to in the Modified Final J~dgment.”~’ 

Under this interpretation, the Commission would have wide latitude to set rates 

for traffic governed by section 25 l(g), including intrastate traffic, and thereby adopt the 

access rate reforms proposed by Windstream.” This conclusion is bolstered by the D.C. 

29 See Core Reniand Order1 16 (agreeing “with the finding . . . that traffic encompassed by section 251(g) 
is excluded from section 251(b)(5) except to the extent that the Commission acts to bring that traffic within 
its scope”); see also Iniplenientatioti of the Local Competition Provisions in the Telecoiiiniiinicatioiis Act of 
1996, Iiitercai-rier Coiiiperisatioii for ISP-Boiiiid naffic, Order on Remand and Report and Order, 16 FCC 
Rcd 9151,f131-34 (rel. Apr. 27, 2001). 

30 See 47 U.S.C. $251(g) (emphasis added). 

3’  Core Reniand Order App. A n  232,n.615. Section 251(g) authority to regulate interstate rates is 
especially clear. See CoriipTel v. FCC, 117 F.3d 1068, 1072-73 (8th Cir. 1997); Taus Office OfPiib. Util. 
Coinisel v FCC, 265 F.3d 313,324-2s (5th Cir. 2001). These charges unquestionably constitute pre-1996 
Act obligations within the meaning of Section 251(g), and even the court in WorldConi assumed the 
Commission could rely on Section 251(g) to modify (as opposed to merely preserve) carriers’ pre-Act 
obligations. See WorIdConi v. FCC, 288 F.3d 429,433 (D.C. Cir. 2002) CWe will assume without 
deciding that under Section 251(g) the Commission might niodiB LEC’s pre-Act ‘restrictions’ or 
‘obligations,’ pending full implementation of relevant sections of the Act.”) (emphasis in original). See 
also ConpTel v. FCC, 117 F.3d 1068, 1072 (8th Cir. 1997) (finding that Section 251(g) “plainly preserves 
certain rate regimes already in place”). Further, it is well established that Section 201 grants the 
Commission authority to ensure that rates for inteiastate services are ‘‘just and reasonable.” See, e.g., U.S. v. 
Western Elec. (70. Inc., 531 F.Supp. 894 (D.N.J. 1981); see also Letter from Gary L. Phillips, AT&T, to 
Marlene H. Dortch, Secretary, FCC, CC Docket Nos. 01-92,96-98,99-68, at 2 (filed May 9,2008) (noting 
that prior to the enactment of the 1996 Act, the Commission established the compensation rules collectively 
known as the “ESP exemption” by relying on its Section 201 authority). Congress’s intention to preserve 
this authority is codified by Section 251(i). 47 U.S.C. $ 251(i). 

32 See Petitiori of Core Coninirrriicatioiis, hic. for Forbearaiice From Sections 2.51 (d and 2.54(g) of the 
Coninitr~iicatioiis Act and Inplenientiiig Rides, Memorandum Opinion and Order, 22 FCC Rcd 141 1 8 , l  14 
(rel. Jul. 26, 2007) (finding that “enforcement of the rate regulation preserved by section 251(g) and its 
related implementing rules remains necessary to ensure that intercarrier charges and practices are just and 
reasonable and not unreasonably discriminatory”). 
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Circuit’s prior conclusion that the Commission may take action to end the access charge 

regimes ushered in by that provision.33 The Coinniission has reasoned in its proposals 

that “inherent within the [Commission’s] power to supersede the grandfathered access 

regime is the lesser power to prescribe regulations that determine Izow to transition to a 

cost-based pricing mechani~rn.”~~ 

Even if the Commission concludes that certain categories of traffic are not 

currently subject to Section 25 l(g), however, the Commission could set rates for those 

categories pursuant to Section 251(b)(5). The Conmission’s reading of the Act in the 

Core Reiizaizd Order means that Section 251(b)(S) can apply to both interstate aizd 

intrastate access rates..35 The Order interpreted Section 25 l(b)(S) to encompass all forms 

of telecommunications traffic, regardless of whether that traffic is considered to be 

“local” or “long distance” in nature.36 The Commission’s examination of Section 

25 1 (b)( S), which imposes on local exchange carriers the “duty to establish reciprocal 

compensation arrangements for the transport and termination of te lec~mnunica t ions ,~~~~ 

found that this provision does not include limitations based on geography (i.e., “local,” 

“intrastate,” or “interstate”) or the particular service ~ffered.~’ The Commission added 

33 See WorldConi, Iiic. v. FCC, 288 F.3d 429,43 1 (D.C. Cir. 2002) (finding that section 2.5 l(g) is a 
transitional device “until such time as the Commission should adopt new rules according to the Act”). 

34 Core Reriraird Order App. A 11 232 (emphasis in original). 

35 In the Core Reniaizd Order, the Commission conceded that there may be more than one plausible 
interpretation of Section 2.51(b)(S), but under its view including “all telecommunications” within the 
potential scope of Section 251(b)(S) constituted “the better reading” of the Act. See Core Reriiaiid Order fi 
1.5. Although the D.C. Circuit’s WorldConi decision rejected the view that Section 2Sl(g) constitutes a 
‘‘limitation’’ on Section 2Sl(b)(5) with respect to ISP-bound traffic, the court did not question the 
Commission’s express finding that Section 251(b)(S) applies to all telecommunications traffic. 

36 Core Reniaiid Oipderfi 13, n.49. 

37 47 U.S.C. 2Sl(b)(S). 

38 Core Reriiaiid Order fi 8. 
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that Congress had the option of proscribing categories of traffic from the reach of Section 

251(b)(5), but elected not to do 

Because of this applicability to intrastate (as well as interstate) traffic, the 

Commission retains authority to adopt Windstream’s proposed reforms when traffic falls 

under Section 25 l(b)(5), rather than Section 251(g). The Act authorizes the Commission 

to prescribe rules and regulations “as may be necessary in the public interest to carry out 

the provisions of this As the Supreme Court made clear in A T& T v. Iowa Utilities 

Board, this rulemaking authority is not limited to jurisdictionally interstate matters 

covered by Section 201, but extends to all provisions in the Act, including the provisions 

that once fell within the exclusive jurisdiction of the states prior to 1996.4’ Thus, the 

Commission may adopt rules implementing Section 25 l(b)(5) for interstate and intrastate 

traffic. Moreover, the Commission may adopt rules that affect how state commissions 

establish the prices that carriers pay each other pursuant to Section 252(d)(2), which 

details the pricing standards for traffic covered by Section 251(b)(5)!’ 

B. To Ensure Carriers Have a Meaningful Opportunity to Recover 
Intercarrier Revenue Reductions, the Commission Must Provide an 
Alternative Compensation Recovery Mechanism and Permit Carriers 
to Increase Subscriber Line Charges. 

’ 9  Id 

40 47 U.S.C. f 201(b). 

“ AT&TCorp. v. Iowa [/tils. Bd., 525 U.S. 366,378-86 (1999). 

“ 47 1J.S.C. f 252(d)(2). Under the Core Reriiaiid Order’s legal framework for ISP-bound traffic, 
interstate traffic subject to Section 251(b)(5) also is subject to the Commission’s Section 201 authority. 
The Commission explained that Section 25 l(i) retains the Commission’s preexisting, independent authority 
over interstate matters despite the existence of a “parallel” federahtate jurisdictional arrangement under 
sections 251 and 252 of the Act. Core Remiid Order1 18. Thus, despite acknowledging that ISP-bound 
traffic is Section 251(b)(S) traffic, the Commission concluded that it could separately regulate and set rates 
for that traffic under its Section 201 authority. Id. 11 21. The Commission stated that its independent 
Section 201 authority includes the power “to regulate intercarrier compensation with respect to interstate 
access services, rates charged by CMRS providers, and other traffic I I I such as ISP-bound traffic.” /d 1 17 
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As described above, the Commission has long held the goal of removing implicit 

support contained in intercarrier charges and moving such charges toward economically 

efficient levels!’ In taking steps toward this goal, the Commission, where it has removed 

implicit support, has replaced it with explicit support.44 The Commission has recognized 

that creating an Alternative Recovery Mechanism is critical to carriers’ ability to offer 

services in higher cost areas that are reasonably comparable to those offered in lower cost 

areas.45 For example, the CALLS Order found that creating a new Interstate Access 

Support mechanism was needed to satisfy the “dual goals of providing explicit and 

sufficient universal service support while promoting local c~mpeti t ion.”~~ 

There is no rational basis for breaking from the Commission’s past practice of 

establishing Alternative Recovery Mechanisms when it reduces carrier revenues as a 

result of intercarrier compensation reform. The intercarrier compensation reforms 

proposed today, like those previously enacted, “could result in a substantial decrease in 

revenue for incumbent LECs, which could prove highly disruptive to business 

 operation^."^^ Indeed, the proposals under consideration by the Commission could result 

in unprecedented reductions in mid-sized carriers’ intercarrier compensation revenues. 

Any significant reduction in intercarrier compensation revenues, therefore, must 

be offset in significant part by a meaningful Alternative Recovery Mechanism. A wide 

43 See, e.g., Access Charge Refomi; Price Cap Peifoniiaiice Review for Local Exchange Carriers; 
Transport Rate Sti-iictiire aiid Priciiig Eiid User Comi170ii Liiie Charges, First Report and Order, 12 FCC 
Rcd 15982, 7 44 (rel. May 16, 1997) (“Access Charge Order”) (declaring that the Commission has the 
“goal of removing implicit universal service subsidies from interstate access charges and moving such 
charges toward economically efficient levels”). 

44 See CALLS Order7 3 (replacing implicit support with explicit support); MAG Orderl[ 8 (same). 

J5 See CALLS Order 7 201; MAG Order 7 128. 

mechanism). 

” Access Charge Order at 7 46. 

CAL,LS Oi.del-7 192. See also id. at 19.5 (establishing an explicit interstate universal service support 
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array of parties support the need for such a mechanism.48 Consistent with these parties, 

Windstrearn urges the Commission to provide mid-sized price cap carriers access to a 

mechanism for reasonable recovery of lost intercarrier compensation revenues. This 

recovery mechanism, described in detail in Appendix A, would not make Windstream 

and other similarly situated carriers whole as compared to their position under the current 

intercarrier compensation regime.49 

Any ability to recover intercarrier compensation revenues would be offset first by 

proposed subscriber line charge (“SLC”) increases 

line business and $2.30 for multi-line business). SLCs should be imputed when 

calculating support available under the recovery mechanism. Designing the mechanism 

in this manner would provide appropriate continuation of universal service support, while 

$1 .SO for residential and single 

~~ 

‘’ See, e.g., L,etter from Larry Cohen, Communications Workers of America, President, to Kevin Martin, 
Chairman, FCC, WC Docket Nos. 06-122 and 05-337, CC Docket Nos. 96-45 and 01-92 (Oct. 27, ZOOS), at 
3 (urging the Commission to “establish a supplementary explicit universal service fund available to mid- 
size carriers for broadband build-out”); Letter from Brian Mefford, Connected Nation, Chairman and CEO, 
to Kevin Martin, Chairman, FCC, WC Docket Nos. 06-122 and OS-337, CC Docket Nos. 06-45 and 01-92 
(Oct. 27,2008), at 2 (urging the Commission to establish universal service recovery mechanisms that 
“should be available to all carriers of last resort, regardless of company size, structure or regulatory 
classification”); Letter from Walter McCormick, USTelecom, President, to Kevin Martin, Chairman, FCC, 
CC Docket No. 01-92 (Oct. 10,2008), at 5,7, 8 (declaring that “establishment of a credible and 
compensatory ARM is an essential element of comprehensive intercarrier compensation reform”); L,etter 
from Curt Stamp, ITTA, President, to Secretary Dortch, Secretary, FCC, CC Docket No 01-92 (Sept. 19, 
2008), at 5 (recommending that mid-sized carriers be able to use an Alternative Recovery Mechanism); 
Letter from Tony Clark, Commissioner and Chair, NARUC Committee on Telecommunications, et ai. to 
Kevin Martin, Chairman, FCC, CC Docket No. 01-92 (filed July 24,2006) (attaching the Missoula Plan) 
(proposing a plan that included a recovery mechanism, which could be used by mid-sized carriers) 
(“Missoula Plan Ex Parte L.etter”). 

There are several reasons why this recovery mechanism would not make Windstream whole. First, 
Windstream’s interstate access rate reductions to its target CALLS rates resulting from its conversion to 
price cap regulation would not be recovered via the intercarrier compensation replacement mechanism. 
Windstream is required to reduce its interstate access rates to its CALLS targets, but under this proposal the 
transition to the lower rate would be accomplished in three years, rather than the longer transition provided 
under the CAL,L,S rules. Second, only SO percent of the revenue reduction resulting from interstate, 
intrastate, and reciprocal Compensation rate reductions from $.006S to $.OM5 would be recovered through 
the replacement mechanism. Third, the increased subscriber line charges would not be fully recovered, as 
rate increases are restrained by competition. 
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not unduly burdening consumers with rate increases untethered to access charge 

reductions. 

In contrast, failure to adopt such an Alternative Recovery Mechanism would be 

contrary to Section 254 of the Act. Without a meaningful opportunity for recovery, mid- 

sized price cap carriers seeking to maintain their current operations would have to ask 

their customers in lower cost areas to pay increased rates in order to implicitly subsidize 

delivery of comparable, affordable telecommunications services to customers residing in 

high cost areas. Effectively this approach means the Coilznzission merely would replace 

one.forin of implicit universal seivice support with another fosnz of implicit uizivei-sal 

service support. Such a measure would be in direct contravention of the Congressional 

directive that universal service support “should be explicit and sufficient to achieve the 

purposes” of Section 254, which includes the purpose that all Americans should have 

access to telecommunications services at affordable and reasonably comparable rates.50 

C. Further Comment and Review Is Needed Before the Commission 
Modifies the Longstanding Additional Costs Standard. 

In their separate statement, the four Convnissioners specifically sought input on 

how to define the additional costs standard utilized under Section 252(d)(2) of the Act 

and how to set the terminating rate for Section 251(b)(S) traffic. As described below in 

Section III.A, there are a number of significant issues with the new “additional cost” 

standard and the uniform, near zero terminating rates proposed in Attachment A and C. 

The short comment period and even shorter reply period do not allow parties to consider 

and comment on all such issues. The Commission also lacks sufficient time to consider 

50 47 U.S.C. i j  2.54(e). 
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any record that could be developed even if parties were afforded more time to comment 

on the additional costs standard. 

Given these practical difficulties, Windstream again urges the Commission to 

seek additional comment on what steps to take following the reduction of intrastate, 

interstate, and reciprocal compensation rates to the lowest CALLS interstate rate level 

over five years. Specifically, Windstream suggests that the Commission explore, among 

other items: whether to establish one unitary rate for all intercarrier compensation; 

unified rates by carrier, state, or track; the methodology for setting rates and establishing 

“additional cost” under Section 252(d)(2); and the proper role of state commissions, the 

Federal-State Separations and Universal Service Joint Boards, and the Federal-State Joint 

Conference on Advanced Telecommunications Services. This recommendation is 

consistent with the questions and tentative consensus described in the Separate Statement 

and would allow for a meaningful opportunity for comment by the public and 

consideration by the Commission. Moreover, seeking additional comment will not 

unduly delay the Commission from further action if warranted and supported, given it 

will take a matter of years to move beyond even the first step included in the proposals 

put out for comment by the Commission. 

D. To Enable Proper Billing, the Commission Should Adopt Reforms 
That Specifically Address Phantom Traffic. 

Windstream largely supports the phantom traffic reform measures proposed by 

the Commission. Proposed phantom traffic reforms are generally consistent with those 

included in USTeIecom’s phantom traffic proposal, which Windstream and a majority of 
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the wireline telecommunications industry  upp port.^' Like the USTelecom 

recommendations, the Commission’s proposed reforms, among other items, would 

implement call signaling rules to prohibit stripping or altering information in the SS7 call 

signaling stream52 and cIarify that the prohibition on altering or stripping signaling 

information applies to the charge number as well as the calling party number.53 In 

addition, the proposed rules would establish payment obligations for service providers 

that fail to provide the required call detail in f~rmat ion .~~ These reforms would help 

ensure the proper labeling of traffic so carriers can appropriately bill for carrying it. 

Windstream, however, recommends two modifications to the phantom traffic 

measures under consideration by the Commission. First, Windstream, consistent with the 

USTelecom proposal, asks the Commission to extend the T-Mobile decision to 

negotiations between ILECs and competitive local exchange carriers (“CLECS”).’~ This 

extension would provide ILECs with the right to engage competitive local exchange 

carriers in negotiations and, if necessary, arbitration for agreements that would establish 

intercarrier compensation rates, terms, and conditions.56 Second, Windstream, also like 

the IJSTelecom proposal, requests that the Commission require carriers to perform local 

number portability querie~.’~ These modifications would help ensure that originating and 

intermediate carriers deliver traffic to the correct terminating carriers, making it possible 

j’ L,etter from Glenn Reynolds, IJSTelecoin, to Marlene H. Dortch, Secretary, FCC, CC Docket No. 01-92 
(filed Feb. 12,2008), Attachment (“USTelecom Phantom Traffic Proposal”). 

” Core Reniaizd Order App. A 1 33 1. 

j3 Id. at App. A 1 333.  

j4 Id. at 11 329. 

j5 USTelecoin Phantom Traffic Proposal. 

j6 Extension of T-Mobile is particularly warranted for ILECs that receive traffic from CLECs indirectly 
through an unaffiliated tandem switch. 

j7 USTelecom Phantom Traffic Proposal. 
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for IL,ECs to negotiate agreements with all carriers terminating traffic on their networks, 

and reduce the amount of improperly billed traffic. 

E. The Commission Should Clarify That Compensation is Due for 
I[P/PSTN Traffic. 

Windstream strongly urges the Commission to clarify that compensation for 

IP/PSTN traffic should flow immediately. Requiring compensation for this traffic is 

critical to achieving the Commission’s goal of minimizing arbitrage. As the Commission 

itself has emphasized, “any service provider that sends traffic to the PSTN should be 

subject to similar compensation obligations, irrespective of whether the traffic originates 

on the PSTN, on an IP network or on a cable network.”58 

Failure to require compensation for IP/PSTN traffic would be contrary to the 

Commission’s desire for a more economically rational intercarrier compensation scheme. 

Moreover, deferring clarification that compensation is due for IP/PSTN traffic would 

only introduce further complications, as this traffic is likely to continue growing 

dramatically. Risks of arbitrage would significantly expand in upcoming years - likely to 

the particular detriment of consumers and carriers in high cost, rural areas.59 

In addressing whether compensation is due for IP/PSTN traffic, the Commission 

need not reach the question of whether IP/PSTN service should be classified as an 

“information service” or a “telecommunications service.” Under the Commission’s own 

jS IP-Eiiabled Services, Notice of Proposed Rulemaking, 19 FCC Rcd 4863,133 (rel. Mar. 10,2004) (“IP- 
Eiiabled Sewices NPRM”). 

59 See, e.g., Tom Burton, “Twenty Percent Annual Growth for VoIP,” FierceVoIP (Feb. 25,2008) (citing 
the Telecommunications Industry Association’s 2008 Market Review aiid Forecast, which predicts that the 
domestic residential VoIP market will grow at a compounded annual rate of twenty percent over the next 
four years). See also L.etter from Eric Einhorn, Windstream, to Marlene H. Dortch, Secretary, FCC, CC 
Docket Nos. 96-45 and 01-92; WC Docket Nos. 99-68,05-337,06-122,07-135, and 08-152 (Oct. 27, 
2008) (“Windstream Softswitch Ex Parte”) (explaining why rural areas are unlikely to see the same level of 
VoIP deployment as urban areas). 
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reading of the Act, Section 251(b)(5) applies to the “transport and termination of 

t e l e ~ ~ m m ~ n i ~ a t i o n ~ , ”  which would seem to cover both telecommunications offered to the 

public for a fee (i e., “telecommunications services”) and “telecommunications” itself.6” 

Moreover, past Commission decisions demonstrate that the agency could rely on its 

ancillary authority to impose Title I1 obligations on IP/PSTN services, without making a 

decision as to the statutory classification of these services.6’ 

111. INTERCARRIER COMPENSATION REFORMS INCLUDED IN THE 
COMMISSION’S PROPOSALS WOULD JEOPARADIZE 

CAP CARRIERS. 
COMMUNICATIONS SERVICES OFFERED BY MID-SIZED PRICE 

The intercarrier compensation reforms considered by the FNPRM would 

undermine the ability of mid-sized price cap carriers to offer quality, affordable 

communications services in rural areas. The proposal to replace the existing incremental 

cost definition with another is both unwarranted and ill-considered. It has troubling legal 

and public policy implications. Mid-sized price cap carriers, subject to this new standard, 

would struggle to maintain current operations, let alone deploy further broadband 

networks. Without an adequate mechanism to recover lost revenues, mid-sized carriers 

and their rural customers would suffer the full weight of these ill-considered reforms. 

Go See 47 U.S.C. $8 153(43) & (46). See also Core Reniaiid Order App. A 7 21 8 n.564 (noting that 
“information services, by definition, are provided ‘via telecommunications,’ enabling [the Commission] to 
bring IP/PSTN traffic within the section 251(b)(5) framework.”). Thus, by this same reasoning 
Section 25 l(b)(5) applies to IP/PSTN services regardless of whether these services are classified as 
telecominunications services or information services. 

“ The Commission has used its ancillary authority to impose Title I1 obligations on “interconnected VoIP” 
in multiple instances. See IP-Enabled Services NPRM, E91 1 Reqirirenierits,for IP-Enabled Seivice 
Providers, First Report and Order and Notice of Proposed RuIemaking, 2U FCC Rcd 10245, 7 24 (rel. Jun. 
3, 2005) (requiring interconnected VoIP providers to supply 91 1 capabilities for services that utilize the 
PSTN); Universal Sewice Coiitrihirtioii Methodology, Report and Order and Notice of Proposed 
Rulemaking, 21 FCC Rcd 7.51 8,7738-49 (rel. June 27,2006) (establishing universal service contribution 
requirements for interconnected VoIP providers); Iiiplenieritatioii oftlie Telecomniiriiicatioiis Act of 1996; 
Telecoiiiiiiiiriicatioiis Carriers’ Use of Cirstonier- Proprietary Network Ii forniation and Other Cirstoiner 
Iiforniation, Report and Order and Further Notice of Proposed Rulemaking, 22 FCC Rcd 6927,lq 54-59 
(rel. Apr. 2,2007) (extending the application of CPNI rules to interconnected VoIP providers). 
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A. The Proposed Additional Costs Standard Produces an Irrational 
Assignment of Switching Costs. 

The Commission’s proposal for a new interpretation of “additional costs,’’ 

pursuant to the pricing standards of Section 252(d)(2), would significantly change how 

costs for terminating traffic are calculated. lJse of the proposed additional costs standard 

would result in an irrational assignment of switching costs. Currently joint and common 

switching costs are recovered from all users who generate switched traffic. But under the 

proposed regime, the vast majority of switching costs would be classified as joint and 

common, and these costs would not be allocated to carriers using the switched network to 

terminate traffic. The newly enlarged pool of joint and common costs would only be 

recovered fi-om a subset of users who generate switched traffic (Le., originating 

customers and the carrier’s own local customers). Also other consumers - who may 

generate little or no switched traffic - would have to assume responsibility for some of 

the joint and common costs previously allocated to switching services. This mismatch 

between switching costs and consumer prices is unjustified and would distort competition 

among communications providers. 

Any new additional costs standard should recognize that different carriers incur 

different degrees of switching costs. Switching costs per minute are much greater in rural 

areas, where switching facilities support fewer calls than switching facilities in urban 

areas. The Commission has a longstanding practice of recognizing cost differences in the 

context of not only intercarrier compensation, but also in the context of universal service 
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su~port .~’ Failure to continue recognizing this distinction would be contrary to economic 

reality and would constitute an unjustifiable departure from agency precedent. 

There will continue to be significant cost differences between rural and urban 

carriers, even if all such carriers deploy soft-switches throughout their networks. The 

Commission’s proposals attempt to discount agency precedent with the assertion that 

modern circuit and soft switches will impose little or no costs under the proposed 

~tandard.~’ The proposals assert that modern softswitches are “non-blocking, which 

would suggest that the incremental cost of termination is zero” and that “softswitches are 

easily scalable, and thus the incrernentai cost of termination does not vary with the 

number of lines the switch serves.”64 But as discussed in more detail below, the 

incremental cost of termination is near zero under the proposed additional costs standard 

not due to the degree of blocking or scalability of a type of switch, but instead due to the 

fact that the proposed standard classifies a much greater proportion of switching-related 

costs as joint and common and then excludes these costs from the calculation of 

additional cost.” 

1. The Proposed Additional Costs Standard Would Skew How 
Costs are Assigned by Only Requiring a Subset of Switched 

See, e.g., 47 CFR 54..301(a) and Federal-State Joiiit Board OH Universal Seivice, Report and Order, 12 
FCC Rcd 8776, f 212 (rel. May 8, 1997) (establishing local switching support in recognition that carriers 
serving rural areas must incur higher switching costs to provide voice service to an individual customer); 
CALLS Oi&i*l\ 162 (recognizing differences between urban and rural price cap KECs when establishing 
different interstate average traffic sensitive charges for different classes of carriers). See also C. A. Bush et 
al., Computer Modeling of the Local Telephone Network, App. B, 39 (Oct. 1999) available at 
http://www.fcc.gov/wcb/tapd/hcpm/welcome.html (describing how the forward-looking universal service 
cost methodology responds to differences in switching costs incurred by carriers of different sizes). 

63 See e.g., Core Reniaiid Order App. C If 250,252 & 269. 

“ Id. at App. C 1\71 250,269. 

65 For this reason, these coniments focus on proposed changes to how joint and common costs are 
categorized and assigned. But for an additional review of why it is altogether inappropriate to consider use 
of softswitches, see Windstream Softswitch Ex Parte (indicating that for now and the foreseeable future it 
would be inefficient to use softswitches in rural areas). 
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Traffic to Pay for Costs that Are Joint and Common to All 
Switched Traffic. 

The fact that the ILEC network is largely in place does not mean that it has been 

fully paid for. Recovery of switching costs has always been part of the rate setting 

principles in telecommunications, and the recovery of switching investment and 

associated direct expenses has traditionally been included in the cost of all switched 

minutes (intrastate, interstate, and local) over the useful life of the switch. The 

Commission consistently has regulated setting of depreciation rates and lives through the 

depreciation standards in Section 43.43 of the Comiission’s rules.66 

The Commission’s revised additional costs standard, however, would radically 

change how carriers recover their switching costs. Although both standards are based on 

incremental cost, the revised additional costs standard is different from the existing 

standard in two key respects. First, the revised standard classifies more costs as “joint 

and cornon.”  The standard in the proposals would include switching investment and 

associated direct expenses in the pool of joint and common costs, whereas today the 

Commission would not.67 Second, the revised additional costs standard would preclude 

carriers from recovering switching investment and other joint and common costs from 

terminating traffic.@ Together these changes would significantly reduce the degree to 

which switching costs can be recovered from terminating traffic. Terminating rates, to 

the extent they were based on the proposed additional costs standard, would drop to 

levels at or near zero. 

~ ~~ 

“ 47 C.F.R. $43.43. 

” Core Reniaiid Osder App. A 7 271. 

Id. at App. A 7 273. 
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These revisions to the additional costs standard are contrary to the very goals set 

forth in the Commission proposals. The proposals are premised on the notion that “a 

minute is a minute” for the purposes of generating costs.69 Yet for setting prices, 

applying the revised additional costs standard will mean that some users generating 

switched minutes will pay for joint and common switching costs, while other users 

generating switched minutes will not. Now the only switched traffic required to bear 

joint and common costs will be originating access calls or local calls that stay on a single 

carrier’s networks (Le., switched traffic not subject to Section 251(b)(5)). Alternative 

carriers will benefit &om being able to interconnect with other networks,” but will not be 

responsible for a reasonable amount of the expanded pool of joint and common costs 

incurred to provide this benefit. 

2. Under the Proposals, Carriers Subject to the New Additional 
Costs Standard Would Be Forced to Recover Some of Their 
Switching Costs from Customers Purchasing Broadband and 
Other Services That Do Not Even IJse Switches. 

Imposing the revised additional costs standard gives rise to an important question: 

If users generating terminating access traffic are no longer responsible for their former 

share of switched investment, direct switching expense, and joint and common switching 

costs, who is? These costs must be recovered from some source. Basic economic theory 

dictates that companies like telecommunications carriers must set prices above marginal 

69 Different rates for the same function violate the Commission’s goal requiring similar rates for like traffic. 
See id. at App. A 7 178 (criticizing instances where “arbitrage in the marketplace” occurs “because of the 
different rates for similar functions”). 

’O As the draft order notes in a different context, each carrier benefits from another’s network, because each 
network connects end users that may make or receive calls from other networks. Id. at 7 109. 
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costs: “If marginal cost is less than the average total cost per unit, and prices are set at 

the former level, total revenues will be less than total costs.7y7’ 

To some degree carriers may seek to recover joint and common costs previously 

recouped through terminating access rates from switched traffic not subject to 

Section 2Sl(b)(5) pricing regulation. But carriers’ ability to recover costs from this 

traffic would be significantly limited by statute and pricing regulations. First, Section 

254(k) of the Act establishes that the Commission cannot allow “services included in the 

definition of universal service [to] bear. . . more than a reasonable share of the joint and 

common costs of facilities used to provide those  service^."^' Second, federal and state 

pricing regulations would directly restrict rates placed on originating traffic and local 

traffic within a single carrier’s network. The Commission’s proposals would prohibit any 

increases in originating access rates during the proposed transitional mechanism.73 

Similarly, state alternative regulation plans often either freeze local rates for a specified 

period of time, or limit local rates to specified price increases pursuant to a price cap 

formula. 

To the extent Section 254(k) and pricing rules prevent full recovery ofjoint and 

common costs from non-Section 251(b)(S) traffic, carriers will have no choice but to seek 

recovery of remaining joint and conmion switching costs from services that do not even 

use switching facilities. This means broadband customers, who do not use switching 

services, will likely experience higher prices to help offset switching costs not 

recoverable from parties that use the switch. Forcing carriers, in effect, to shifting costs 

7’  1 ALFRED E. I G H N ,  THE ECONOMICS OF REGULATION: PRINCIPLES AND INSTITUTIONS 130 (6th ed. 
1995). 

72 47 U.S.C. $254(k). 
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in this manner - arising in the absence of a clear statutory directive or overriding policy 

interest - is irrational, unjustified, and should be avoided by the Commission. 

3. Applying the Proposed Additional Costs Standard Would 
Result in Less, Not More, Broadband Deployment in High-Cost 
Areas. 

The Commission, in large part, bases its decision to revise the additional costs 

standard on the incorrect, unsubstantiated belief that eliminating intercarrier 

compensation revenues will somehow clear the way for an all-IP broadband The 

Commission only cites a Phoenix Center filing as justification for this belief. In that 

filing, the Phoenix Center constructs a model that “finds” that “in high-cost areas, the 

incentive of an incumbent LEC to upgrade its network to broadband service is diminished 

- and perhaps even outright deterred - by the current system of high, carrier-specific call 

termination rates.”75 It reasons that “cannibalization of existing access revenue may 

occur when a LEC upgrades to broadband, which accordingly facilitates the migration of 

its customers to VoIP and other technologies that bypass higher priced access ser~ices.”’~ 

The Phoenix Center filing provides dubious support for the Commission’s 

proposals. It is unclear how its “model” can “find” anything when no numbers are 

inserted into its equation. Indeed, the Phoenix Center stops short from arguing the 

intercarrier compensation regime has ever caused broadband investment to be “outright 

7 3  Core Reiliarid Order App. A 7 229. 

74 See id. at App. A 7 189 (asserting that the existing intercarrier compensation regulatory regime poses “an 
obstacle to the transition to an all-IP broadband world”). 

’’ T. RANDOLPH BEARD & GEORGE S. FORD, DO HIGH CALL TERMINATION RATES DETER BROADBAND 
DEPLOYMENT? (Phoenix Center Policy Bulletin No. 22, Oct. 2008) 8, available at http://www.phoenix- 
center.org/PolicyBulletin/PCPB22Final.pdf~ 

Id. at 3 76 

33  

http://www.phoenix


deterred.”77 It “impress[es] upon the reader” that its “focus in this discussion is rather 

narrow and directed” and its review is not sufficient for it to support proposed intercarrier 

compensation reforms.78 The Phoenix Center cites no specific instance where the desire 

to avoid losing some intercarrier revenues would outweigh a carrier’s desire to obtain 

new broadband customers, and have any impact on broadband deployment. 

The model’s “finding,” in fact, is contrary to substantial evidence of investment in 

rural broadband networks. Windstream’s investment history makes it clear that the 

incentive to open up new broadband revenue streams far outweighs any theoretical 

incentive, if one even exists, to prevent further loss of intercarrier compensation 

revenues. Given declining revenues from traditional voice services, wireline carriers like 

Windstream have aggressively deployed broadband in an effort to retain customers and 

develop new revenue sources. Already Windstream has invested hundreds of millions of 

dollars in deploying broadband in rural America. And in the company’s third quarter 

earnings call held earlier this month, Windstream Chief Executive Officer Jeff Gardner 

reaffirmed that Windstream is “very much aligned with the FCC’s objective to deploy 

broadband to rural America, as evidenced by our plans to get to 88 percent broadband 

addressability [by year’s end] and our industry leading broadband penetrat i~n.”~~ 

In the limited instances where it has not deployed broadband, Windstream’s 

investment decisions are dictated solely by an assessment of whether projected revenues 

and operational savings will outweigh the associated investment and ongoing operating 

77 Id. at 8. 

’’ Id. at 4. 

79 Jeff Gardner, Remarks on the Third Quarter 2008 Windstream Communications Earnings Call (Nov. 7, 
2008) (citing statistics based on access lines including those acquired through Windstream’s acquisition of 
CT Communications, Inc). 
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costs.” As noted above, Windstream has estimated that it would cost $250 to $400 

million to deploy broadband to reach the approximately 15 percent of its customers who 

currently do not have access to broadband.” Windstream then would need to spend 

many millions more on ongoing broadband operating costs.” It is absurd to think that a 

reduction in intercarrier compensation rates would change a mid-sized price cap carrier’s 

decision about whether to incur these overwhelming costs - other than to make it more 

dificult for a carrier to dedicate already scarce funds to hrther deployment of advanced 

services. 

4. Replacing the Existing Additional Costs Standard, Which Is 
Legally Sound, With the Proposed New Standard Would 
Generate Uncertainty and a New Round of Legal Challenges. 

Longstanding Commission precedent supports recovery of a reasonable allocation 

of joint and common costs &om intercarrier compensation ratess3 This approach toward 

recovery, embodied in the Total Element Long Incremental Cost Standard (“TELIUC”), 

has survived legal scrutiny and the test of time.84 The Commission has deemed the 

TELIUC methodology to be consistent with its “forward-looking, economic cost 

This assessment is required for any public, for-profit business. 

Windstream LJSF Comments (this capital expense projection is based upon offering broadband at speeds 
ranging from 768 Kbps to 1 ..5 Mbps). 

82 Id. at 14-15 (such operating costs encompass, but are not limited to, transport fees that Windstream must 
pay to connect island exchanges to the Internet backbone). 

” See Inplenieiitatioii qftlre Local Cowpetition Provisioiis of the Teleconiriirriiicatiorls Act of I996, Report 
and Order, 11 FCC Rcd 1.5499 (rei. Aug. 8, 1996) (“Local Coripetition Order”) 1[ 10.58: 

Rates for termination pursuant to a TELRIC-based methodology may recover a 
reasonable allocation of common costs. A rate equal to incremental costs may not 
compensate carriers fully for transporting or terminating traffic when common costs are 
present. We therefore reject the arguments by some commenters that ‘additional costs’ 
may not include a reasonable allocation of forward-looking common costs. 

“ See id. at 11 1058. 
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paradigm.”85 As the Commission’s proposals recognize, common costs comprise a 

significant portion of a firm’s total costs when a firm provides multiple services,86 and 

the Commission previously has voiced concerns regarding use of any cost methodology 

that “may not compensate carriers fully for transporting and terminating traffic when 

common costs are pre~ent.”’~ The Supreme Court’s approval of TELRIC rates as being 

“just and reasonable” underscores that the “additional cost” standard may be satisfied 

through the use of a methodology that accounts for joint and common costs.’’ 

Replacing the existing incremental cost definition with another would generate a 

new round of legal challenges regarding whether the Commission’s new incremental cost 

definition appropriately fulfills the “additional cost” provision articulated in 

Section 252(d)(2) of the Act. The proposal is contrary to the Act’s requirement that 

universal service enable access to affordable, high-quality service in rural areas.89 It also 

would undermine the Act’s call for the Commission to encourage reasonable and timely 

deployment of advanced services to all Americans.9o 

If it adopts Windstream’s proposed plan, the Commission would not have to 

confront these legal issues. The Commission can reduce rates now pursuant to its 

transitional authority under Section 25 1 (g), which does not implicate the definition of 

“additional costs” under Section 252(d)(2). Or if it finds that Section 251(b)(5) governs 

the rates at issue, the Commission can continue to rely on the TELRIC standard in the 

‘j Id. ut f 694. 

86 Core Reriraiid Order App. A f 248. 

” Local Conpetitiori Order f 1058. 

“See  Verizon Commc’ns Inc. v. FCC, 535 U.S. 467 (2002). 

s9 47 U.S.C. 5 254(b). 

‘)O 47 U.S.C. $ 3  1.57 nt, 254. 
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short term,” and then consider whether it should revise its interpretation of 

Section 252(d)(2) in a further notice of proposed rulemaking. A further proceeding could 

ensure that the Commission fully appreciates the implications of any change in course. 

5. Any New Additional Costs Standard Should Account for 
Significant Variations in Switching Costs Incurred by Different 
Carriers. 

If the Commission believes it needs a new additional costs standard, the 

Coinmission should seek additional comment to determine what the new standard should 

be, but in no instance should the new standard produce a uniform rate across all carriers. 

Given the differences in areas served by the RBOCs, wireless carriers, CLECs, and small 

and mid-sized IL,ECs, there is no reason to accept or conclude that the terminating costs 

for all of these different types of carriers within a state will be equal. This practice defies 

significant Commission precedent where the agency has recognized cost disparities in the 

context of universal service and intercarrier compensation.” Indeed, the ISP Order on 

Reiiznnd proceeding was a direct response to instances where the costs of terminating 

traffic varied between ILECs and CLECs that placed themselves between an ILEC and an 

Internet Service Provider.93 

Even the proposals currently under consideration by the Commission recognize 

that different cost characteristics warrant different treatment. The proposals, albeit, do so 

in an arbitrary and relatively unsupported manner: They provide Alaska, Hawaii, and 

other territories and possessions a blanket carve out from intercarrier compensation 

9 ’  The Commission could rely on its general authority to adopt transitional measures to shield consumers 
and the industry from disruptions that might otherwise occur in the wake of “flash cut” reforms. See, e.g., 
CoinpTel v. FCC, 309 F.3d 8, 14 (D.C. Cir. 2002) (“Avoidance of market disruptions pending broader 
reforms is, of course, a standard and acceptedjustification for a temporary rule.”) (citations omitted). 

’)’ See sitpya note 62(citing several examples of this Commission precedent). 

93  Care Reniaiid Order 4 3. 
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reform, with no explanation for how urban areas in these locales warrant special 

treatment as compared to rural, high cost areas in the continental United States.94 

Nevertheless the Commission could build upon this acknowledgement that cost 

characteristics of different carriers matter, and it could adopt measures to respond to cost 

characteristics of carriers in rural regions throughout the United States. 

The draft orders’ support for a uniform rate requirement reduces down to the 

assertion that the incremental cost of terminating services is near zero for all carriers. 

This assumption only holds under two scenarios. First, all carriers within a state will 

have the same, near zero cost if there are no longer any economies of scale in the 

telephone network. Second, the incremental cost for all carriers will be near zero if it is 

appropriate to disregard the vast majority of costs associated with termination services, 

because these costs are considered common to all voice traffic. 

Neither of these scenarios is generally accepted as applicable to the 

teIecommunications industry. The industry still is considered to be one characterized by 

a high degree of fixed costs.95 And as noted above, the Commission has a longstanding 

practice of allocating joint and common switching costs across all services, including 

switched traffic. 

The lack of justification for a near-zero, uniform rate is perhaps best indicated by 

the sources the Commission cites in support. The Commission does not reference its 

94 Id. at App. A 11 191. Certainly Honolulu and Anchorage are not more costly to serve than, for example, 
Windstream’s service territory in New Mexico, which stretches across the state and on average contains 
less than five subscribers per square mile. 

9s See Review of the Section 251 Unbundling Obligations of Incumbent Local Exchange Carriers; 
Implementation of the Local Competition Provisions of the Telecommunications Act of 1996; Deployment 
of Wireline Services Offering Advanced Telecommunications Capability, Report and Order and Order on 
Remand and Further Notice of Proposed Rulemaking, 18 FCC Red 16978,l 157,n..515 (rel. August 21, 
2003) (finding there is a “very high proportion ofjoint and common costs and fixed costs” in the 
telecommunications industry). 
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prior intercarrier compensation or universal services decisions that have engaged in 

extensive reviews of switching costs, and have determined that carriers in rural regions 

incur substantially different costs than carriers able to take advantage of economies of 

scale in urban regions. To justify the amount of the rate, the Commission, instead, turns 

to sources of the likes of Wikipedia, self-described as “the fi-ee encyclopedia that anyone 

can edit”; a Telephony Online interview of a then-BellSouth employee in 2006; and an 

unpublished presentation, which its author says adopts “perhaps over-simple cost 

estimates . . . [to] derive some perhaps plausible insights about . . . the future of consumer 

B. The Lack of Meaningful Revenue Replacement for Mid-Sized Price 
Cap Carriers Is Unjustified and Would Result in Harm to Consumers 
Served by These Carriers. 

The intercarrier compensation proposals under consideration would produce 

catastrophic reductions in intercarrier compensation revenues for Windstream and other 

mid-sized price cap carriers, without reasonable opportunities to replace these revenue 

reductions. The result would be a direct and significantly detrimental impact on rural 

customers’ lives and livelihoods. If either of the intercarrier compensation reform 

proposals were adopted, Windstream and the other mid-sized carriers would not be in a 

position to deploy new broadband services to their customers, let alone maintain the 

prices and quality of services they offer to their customers today. Communications 

services for rural development and employment, public safety, modern health care, and 

education would be placed in jeopardy. This impact on its own should raise serious 

concerns for the Commission. In light of the largest financial crisis in 75 years, 

96 Core Reniaiid Order App. A 7  261, n.688. 
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consideration of the intercarrier compensation reform proposals without the 

modifications proposed by Windstream should be a non-starter. 

The Commission’s intercarrier compensation reform proposals recklessly 

underestimate the negative impact they would have on mid-sized price cap carriers and 

the rural consuiners they serve. Although the proposals recognize that reforms would 

result in reduced revenues for many carriers, they fail to grasp the effect or magnitude of 

the revenue reductions. Rather, the proposals brashly and incorrectly assert that mid- 

sized price cap carriers are using universal service funds to provide for “high overhead, 

sumptuous earnings, [and] rich  dividend^."^^ The proposals miss the mark by assuming 

that revenue shortfalls can and should be absorbed by implicit subsidies from other 

customers or unregulated products, or could be offset by reductions in dividends. If 

adopted, the proposals would produce some combination of the following consequences: 

Broadband expansion in rural communities served by mid-sized companies would slow 

substantially or cease; existing broadband deployment would be scaled back; the quality 

of existing voice and broadband services would be degraded; retail prices for rural 

consumers would increase substantially; and the pace and number of job reductions in 

rural communities would accelerate. 

1. When Reducing Intercarrier Compensation Rates, the 
Commission Must - as It Always Has in the Past - Respond to 
Mid-Sized Carriers’ Significant Need for Reasonable 
Opportunities to Replace Lost Revenues. 

When previously taking steps to reform intercarrier compensation, the 

Commission has always recognized the need to provide carriers with reasonable 

opportunities to replace reductions in intercarrier compensation revenues, including SLC 

97 Id. at App. A fl324. 
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increases and revenue replacement  mechanism^.^^ The Commission, in fact, has been so 

sensitive to the impact of revenue reductions on carriers’ ability to serve rural consumers 

that it has noted with concern that dramatic cuts in access charges “could result in a 

substantial decrease in revenue for incumbent LECs, which could prove highly disruptive 

to business operations” even when ncconzpaniecl by new e.xplicit sipport inechmzisms and 

changes to rates. 99 There is no reason to be any less concerned about such dramatic 

changes today. 

For a mid-sized price cap carrier like Windstream, the intercarrier compensation 

proposals under consideration by the Commission would result in unprecedented revenue 

reductions. Windstream’s annual tenninating intercarrier compensation revenues 

comprise roughly six percent of its $3.1 billion in annual revenues, or roughly 

$200 million. Significant reductions in these revenues, with insufficient opportunities for 

replacing them and no realistically obtainable opportunity for explicit universal service, 

would imperil Windstream and other mid-sized carriers’ ability to serve their rural 

customers. 

Although permitting a reasonable, moderate increase to the SLC cap is 

appropriate, affordable SLC increases alone will fall short of mid-sized carriers’ needs. 

A reasonable recovery mechanism must be part of any significant intercarrier 

compensation reform. The mechanism need not guarantee “absolute revenue neutrality” 

for mid-sized carriers,’” but it should be sufficient to ensure that these carriers are able to 

”See, e.g., CALLSOrderVY 31-32; MAG Order1 15. 

9’) Access Charge Order 7 46. 

l o o  Core Reniaiid Order App. A 1325. 
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continue providing affordable, quality services in rural areas as required by Section 254 

of the Act.’” A wide array of parties support the need for such a mechanism.”’ 

2. The Proposed Case-By-Case Opportunity for Revenue 
Replacement Is Woefully Inadequate and Would Discourage 
Further Broadband Deployment in Rural Areas Served by 
Mid-Sized Price Cap Carriers. 

The proposals’ case-by-case mechanism to review and consider the need for 

additional revenue recovery beyond available SLC increases is woefully inadequate and 

likely ephemeral. The undefined nature of the standard for relief and the process to 

obtain it would inject continued uncertainty into the business plans of the mid-sized price 

cap carriers. This uncertainty would plague their business model and dissuade vital 

private investment. By the time the Commission could make any decision about whether 

a price cap carrier is able to earn a “normal profit”lo3 (even if a carrier could meet such a 

draconian standard), a mid-sized price cap carrier already would have suffered significant 

losses -both in terms of short-run reductions in intercarrier compensation revenues and 

liquidation of equity investment. This measure would provide too little relief, far too late 

to prevent significant harm to mid-sized price cap carriers and the rural customers they 

serve. 

47 U.S.C. $ 254(b). 

See, eg., L.etter from Larry Cohen, Communications Workers of America, President, to Kevin Martin, 
Chairman, FCC, WC Docket Nos. 06-122 and 05337, CC Docket Nos. 96-45 and 01-92 (Oct. 27,2008), at 
3 (urging the Commission to “establish a supplementary explicit universal service fimd available to mid- 
size carriers for broadband build-out”); L,etter from Brian Mefford, Connected Nation, Chairman and CEO, 
to Kevin Martin, Chairman, FCC, WC Docket Nos. 06-122 arid 05-337, CC Docket Nos. 96-45 and 01-92 
(Oct. 27,2008), at 2 (urging the Commission to establish universal service recovery mechanisms that 
“should be available to all carriers of last resort, regardless of company size, structure or regulatory 
classification”); Letter from Walter McCormick, USTelecom, President, to Kevin Martin, Chairman, FCC, 
CC Docket No. 01-92 (Oct. 10, 2008), at 5 ,  7, 8 (declaring that “establishment of a credible and 
compensatory ARM is an essential element of comprehensive intercarrier compensation reform”); Letter 
from Curt Stamp, ITTA, President, to Secretary Dortch, Secretary, FCC, CC Docket No 01-92 (Sept. 19, 
2008), at 5 (recommending that mid-sized carriers be able to use an Alternative Recovery Mechanism); 
Missoula Plan Ex Parte Letter. 

42 



To conclude that an Alternative Recovery Mechanism is not needed, the proposal 

makes the observation that marketplace developments have resulted in new revenue 

opportunities for carriers.lo4 While it is true that new opportunities exist, the 

Commission ignores the other side of the equation: Marketplace developments also have 

resulted in substantial reductions to revenues from traditional local voice products. The 

incremental revenues from new services and business opportunities are barely keeping 

pace with the amount of retail and wholesale revenues lost annually to competitors and 

other sources. Thus, most mid-sized price cap carriers have flat to slightly declining 

revenues year-over-year, as they replace local voice revenues with revenues from new 

sources like broadband.lo5 

Moreover, the proposed methodology for revenue replacement contradicts the 

letter and intention of Section 254 of the Act. There Congress directs the Commission to 

make implicit universal service support explicit, and to ensure that this support provides 

sufficient fbnding for carriers serving high-cost, rural areas that are otherwise 

uneconomic to serve.’06 But rather than eliminating implicit support and making it 

explicit as the Act requires, the proposals would create new implicit support mechanisms 

by requiring carriers to cross-subsidize the supported services they are required to 

provide as Eligible Telecommunications Carriers and carriers of last resort with 

unregulated services that they are not required to provide. This measure would 

See Core Reriiarid Order App. A I  323. 

Id. at App. A n  313. 

For example, Windstream’s total revenues - which include voice, broadband, and video (Le., from 

Congress recognized that the introduction of competition would up-end regulators’ historical reliance on 

DISH TV) - are flat or declining in recent years. 

implicit cross-subsidization to support affordable service by carriers of last resort in high-cost areas. See 
CALLS Order at 117 2 1-25 (describing Congressional intent). 
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discourage carriers &om investing in the very services - like broadband and VoIP - that 

the Commission’s proposals assert they intend to encourage. 

3. The Current Broken Universal Service Fund Cannot Re Relied 
on as a Safety Net. 

Existing federal universal service support offers little consolation to mid-sized 

price cap carriers. A common misconception is that all of these carriers, including 

Windstream, are funded largely by federal universal service support or rely heavily on 

such support to pay dividends to private investors. That simply is not the case. The 

outdated federal universal service mechanisms provide a disproportionately large amount 

of support to small, and even some mid-sized, rate of return carriers, but do not provide 

adequate support to mid-sized price cap carriers serving high-cost rural areas. Due to 

averaging of costs and inconsistencies between high-cost support calculations and rate 

regulations, the universal service system fails to target support directly to high cost areas 

where it is needed most. Consequently, Windstream - with 27 percent of its exchanges 

comprised of 500 access lines or less - receives less than 1 percent of its total annual 

revenues from high-cost loop and model support, and less than 3 percent of its total 

revenues &om all federa1 high-cost support combined. 

4. The Commission’s Proposals for Revenue Replacement Break 
the Commission’s Long Held Policy of Encouraging Price Cap 
Regulation and Arbitrarily Favor Rate of Return Carriers. 

The Commission’s proposals inexplicably break with the Conlmjssion’s long held 

policy of encouraging price cap regulation. The proposals favor rate of return carriers 

with special treatment for revenue rep1a~ernent.I’~ They even go so far as providing a 

“’See, e.g., Core Remand Order, App. C. 
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new path for price cap carriers to make a one-time election back to rate of return 

regu1ation.’O8 

These proposals are contrary to the public policy interests recognized repeatedly 

by the Commission in the past. As the Comission explained in the LEC Price Cap 

Order, price cap regulation “permit[s] LECs to migrate their rates toward a set of prices 

that enhances efficiency”’ O9 and rewards “companies that become more productive and 

efficient.”’ This productivity and efficiency ultimately benefits consumers. Price cap 

regulation produces these public interest benefits while using fewer regulatory and 

administrative resources to police carriers than are required to prevent the misallocation 

of costs under rate of return regulation.’ ’ Price cap regulation also can stimulate 

residential and business customer demand for telecommunications services. ’ I 2  More 

efficient use of and greater demand for the nationwide telecomnunications network, in 

turn, contributes to overall economic growth by reducing the cost of telecommunications 

services that are used by other industries to produce goods and services.’I3 

The Commission’s proposals provide no rational basis for this sudden change in 

policy. Indeed, favoring rate of return carriers in this context is arbitrary and does not 

‘Os Core Reniaiid Order App. A 7 324. 

lo’) Policy and Rules Concerning Rates for Dominant Carriers, Second Report and Order, 5 FCC Rcd 6786, 
7 3.5 (rel. Oct. 4, 1990, cor. Oct. 31, 1990) (“LEC P i k e  Cap Order”). 

“‘Id.at71. 

I”  See id. at 7 34 (“Previous orders in this docket have articulated the pressures that a rate of 
return system places on cost allocation systems. . I . Indeed, given the incentives rate of return 
creates for companies to misallocate costs, thereby threatening our policy of ensuring that rates are 
based on their fully distributed costs, we spend a great deal of our regulatory resources policing 
our cost allocation systems. Under incentive regulation, prices would no longer be set by 
reference to a set of fully distributed costs. . . . Incentive regulation, by in large measure removing 
the incentive to rnisallocate costs between services, may mitigate misallocation as a regulatory 
concern.”). 

‘Iz Price Cap Perfoiwiance Review for Local Exchange Carriers, First Report and Order, 10 FCC Rcd 
8961,1[ 2 (rel. Apr. 7, 1995). 
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accurately reflect regulatory structures in place in many state jurisdictions. These 

deficiencies are especially apparent in how the proposals approach offsetting intercarrier 

revenue reductions with universal service support.’ l4 Under the proposed mechanism, a 

carrier operating under federal price cap regulation could attain such support only after a 

review of all its revenues and costs (including non-regulated), but no such review would 

be required of carriers operating under federal rate of return regulation. 

The Commission’s proposals base this disparate treatment on at least two 

incorrect conclusions. First, the proposals baldly assert that different treatment is 

warranted for price cap carriers, because these carriers pay dividends and use the same 

network to provide regulated and deregulated services.’15 Both price cap and rate of 

return carriers, however, engage in these legitimate practices. 

Second, the Commission’s proposals ignore that the regulatory treatment of 

carriers in the federal jurisdiction often does not match the regulatory framework at the 

state level. The proposals assert, without further explanation, that “differences are 

warranted by the different rate regulation frameworks”’ l 6  and that “interstate rate-of- 

return carriers present a special situation.”’I7 This assertion, however, does not hold up 

with respect to many intrastate rates. Like the Commission, many states have adopted 

alternative regulation plans (i.e., price cap like plans) that no longer subject carriers to an 

earnings test, and provide incentives for carriers to become more efficient and retain the 

‘ I 3  Id. at 7 . 3 .  

‘ “  Core Reinand Order App. A 1  314; App. C f 312. 

‘ I 5  Core Reinand Order App. A f 3 14. 

‘ I 6  Core Reniand Order App. A 1.324. 

I ”  Core Reniaiid Order App. C 1 320. 
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resulting savings.”* Thus, in many instances, carriers operating under rate of return 

regulation at the federal level may be rate regulated at the state level in exactly the same 

manner as a carrier that is price cap regulated at the federal level. There is simply no 

basis for treating a federal rate of return carrier differently with regards to intrastate 

access reductions resulting from the proposals than a federal price cap carrier especially 

when both are often regulated as price cap carriers in the state jurisdiction. Yet the 

Commission’s proposals would provide such carriers with very different federal recovery 

mechanisms to replace mandated reductions in intrastate access revenues. 

IV. PROPOSED REFORMS TO THE UNIVERSAL SERVICE MECHANISM 
ARE INADEQUATE AND COULD EXACERBATE EXISTING 
PROBLEMS WITH HIGH-COST SUPPORT. 

Although Windstream is the largest independent communications provider 

focused primarily on rural areas,”’ Windstream does not receive a significant amount of 

funding under the current high-cost system relative to its overall revenues.I2’ This gap 

between funding needed and funding received is reflective of larger problems with the 

high-cost mechanism. As Windstream has described in detail in past comments,I2’ which 

it incorporates by reference here, the current universal service high-cost system does not 

accomplish the goals set out in Section 254 of the Act.”l The Commission’s program 

‘ I 8  For example, in South Carolina most carriers have elected to operate under an alternative form of 
regulation, in Georgia 27 of 35 small rural companies also operate under an alternative form of regulation 
In some states like Alabama, Arkansas, and Kentucky all carriers have elected to operate under an 
alternative regulation plan. Some states, like New Mexico, have completely eliminated rate of return 
regulation. 

‘ I 9  With an average subscriber density of approximately 20 access lines per square mile, Windstream offers 
telecommunications services to 3.1 million access lines across 16 states. 

Windstream receives less than 1% of its total revenue from high-cost loop and model support, and less 
than 3% of its total revenues from all federal high-cost support combined. 

‘’I See, cg.,  Windstream USF Comments. 

I ”  Section 254 of the Communications Act articulates principles that should serve as the basis for the 
Commission’s “policies for the preservation and advancement of universal ~en/ ice .”~~’  These principles 

I20 
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plainly fails to target sufficient and predictable high-cost support directly to high-cost 

areas. It provides too much support to some ILECs and not enough to others, all without 

an objective way to assure service is affordable to consumers. These flaws are to the 

detriment of all consumers paying for universal service, and in particular to the detriment 

of rural consumers living in areas served by underfunded carriers. 

Windstream continues to urge the Commission to take action now to bring the 

existing high-cost system in line with the universal service principles adopted in 

Section 254 of the Act. The federal system is in need of significant reform, and none of 

the proposals adequately address its problems. Instead of pushing off the difficult task of 

reforming universal service, the Commission should enact reforms now that ensure fair, 

rational, and targeted allocation of universal service funds to the benefit of rural 

consumers regardless of the size of the carrier that happens to serve them. 

A. The Proposal to Condition Receipt of Existing Universal Service 
Support on a Carrier’s Ability to Offer Ubiquitous Broadband Would 
Unduly Benefit Overfunded Carriers, While Jeopardizing the 
Broadband Deployment Efforts of Underfunded Carriers That Serve 
Truly High-Cost Areas. 

Windstream does not support the proposal to condition receipt of universal 

service hnds on making a commitment to offer broadband service throughout the 

supported study area within five years. Although it holds out the promise of identifying 

areas that require additional support for severely underfunded carriers like Windstream, 

include, among others, (i) “specific, predictable, and sufficient” support should be provided “to preserve 
and advance iiniversal service”; (ii) ‘‘quality services should be available at just, reasonable, and affordable 
rates”; and (iii) consumers in “all regions of the Nation” should have access to telecommunications and 
information services at “reasonably comparable rates.” 47 U.S.C. 9 254(b). The Commission repeatedly 
has recognized that these principles should guide its allocation of high-cost support. See, e.g., Zdeiitical 
Sipport Ride NPRM at f 2 (recognizing “Section 254(b) of the Communications Act of 1934, as amended, 
(the Act) directs the Federal-State Joint Board on Universal Service (Joint Board) and the Commission to 
base policies for the preservation and advancement of universal service on several general principles”); 
Joiiit Board Conlpreheiisive Reform NPRM at f 2 (same); Reverse Airctioiis NPRM at f 2 (same). 
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this measure will continue to support many small, rural ILECs that are able to meet the 

commitment only because they have been and will continue to be overfunded by the 

high-cost fund. At best, this reform has the potential to highlight the areas that need more 

support to make such a commitment, but lacks sufficient specificity about how much 

support would be needed and how such support would be distributed. 

Many carriers, including Windstream, would be unable to make such a 

commitment and would see their existing universal service support placed at risk. In 

Windstream’s case, the significant amount of capital investment and ongoing operational 

expenses required to meet the commitment would far outweigh the amount of high-cost 

support it receives. Windstream currently receives approximately $82 million in federal 

high-cost support. This amount pales in comparison to the funding required to offer 

broadband to Windstream’s approximately 450,000 customers who currently do not have 

access to this service: Windstream previously has estimated that it would cost $250 to 

$400 million to deploy broadband facilities to these customers,”’ and it then would need 

to spend many millions more on ongoing broadband operating costs. ’ 24 Windstream 

would have to forgo high-cost support if that support was conditioned on incurring these 

capital and operating expenses. 

Significant uncertainties, consequently, would plague Windstream’s business 

plans and hinder its ability to maintain private investment and continue its broadband 

deployment initiatives. The Commission would subject the carrier’s support to reverse 

Windstream USF Comments 13-14 (this capital expense projection is based upon offering broadband at 
speeds ranging froin 768 Kbps to 1.5 Mbps). 

Id. at 14-15 (such operating costs encompass, but are not limited to, transport fees that Windstream must 
pay to connect island exchanges to the Internet backbone; additional customer call center staffing required 
to support broadband products; creation and maintenance of a system that tracks the provision and capacity 
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auctions. If there is no bidder, it is not clear what steps the Commission would take next. 

The proposed order merely provides that the Commission “will reexamine any such study 

area to determine whether the frozen high-cost support amount is sufficient,” without 

explaining the basis for that determination. If it finds that support is not sufficient, the 

proposal states that the Commission would take further undefined steps, such as possibly 

disaggregating the study area on a wire center basis or increasing the reserve price. 

Again, the proposal fails to specify how these steps would be accomplished, or reconcilec 

with a cap placed on total high-cost support. Given the Commission still has not been 

able put forward a satisfactory definition of the term “suffi~ient~~ for purposes of 

Section 2S4,’’5 it is not adequate for the Comrnission to put off for another day the task of 

sorting out these critical questions. 

B. To Realize Ubiquitous Broadband Deployment, Policymakers Will 
Need to Dedicate Substantial Additional Funding to Carriers Serving 
High-Cost Areas. 

Windstream shares the Commission’s goal of ubiquitous broadband deployment 

and has consistently urged the Commission to develop policies that encourage broadband 

deployment where economically feasible and boost consumer adoption where broadband 

already has been deployed.”‘ Windstream has invested hundreds of millions of dollars to 

aggressively deploy broadband to consumers in its service territory. This commitment 

has resulted in an industry-leading penetration level of its customers who can and do 

subscribe to broadband. Specifically Windstream currently is able to reach 

of each existing Digital Subscriber Line Access Multiplexer; grooming of cable pairs; and installation of 
jumpers to connect a phone line to broadband equipment). 

See Qwest Corporation v. FCC, 398 F.3d 1222, 1233 (10th Cir. 2001) (holding that the Commission 
failed to reasonably define the term “sufficient”). 

’ I 6  Windstream USF Comments 12. 
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approximately 85 percent of its total customer base. Of those residential customers that 

can purchase Windstream’s broadband service, 48 percent actually subscribe. Speeds 

offered by Windstream are at least 1.5 Mbps, and can go up to 12 Mbps. This record is 

particularly impressive in light of the rural, high-cost nature of Windstream’s service 

territory - approximately 20 subscribers per square mile - and the relatively little high 

cost support it receives. 

Sharing the Commission’s goal of broadband ubiquity, however, does not mean 

that Windstream will be able to achieve this goal on its own. The combination of high 

capital and operational costs with few customers to offset those costs makes it especially 

challenging to meet business plan objectives. Moreover, continued receipt of existing 

high-cost support is insufficient to offset these costs. As noted above, Windstream 

currently only receives approximately $82 million - an amount far less than the $250 to 

$400 million it would need to incur in up-front capital costs, and the many millions more 

that it would need to incur in ongoing operating costs. 

If broadband providers are to assume such costs in the near term,I2’ additional 

funds will be required to provide adequate returns on the associated investments. In part 

this additional hnding can come from retargeted, existing high-cost support. As 

Windstream has proposed previously, the Commission could place all price cap 

companies under a forward-looking mechanism, and reform the “non-rural” mechanism 

to eliminate eligibility requirements based on statewide average costs.’2* These reforms 

in and of themselves will improve the economics for deploying broadband in high-cost 

’” Although no one can predict what the fiiture holds with confidence, it is likely that technological 
advances will improve broadband providers’ ability to deploy broadband deeper into their networks and at 
greater speeds. For example, Windstream this year was able to double the available speeds for sotne of its 
broadband connections due to a technological advancement. 
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areas that are otherwise too expensive to serve. As support is recalculated and retargeted, 

many high-cost areas that are currently uneconomic to serve because of the costs 

associated with shortening loops and otherwise upgrading dual-use plant, will receive 

additional funding. This targeted high-cost support would improve the economics for 

broadband depIoyment in many such areas that are currently uneconomic to serve. 

To address rural areas where funding will remain insufficient, the Commission 

should take steps now to model the cost of making broadband available to all consumers. 

It makes no sense, as proposed by the Commission, to delay this measure until after 

reverse auctions have been unable to attract bidders. Designing and implementing the 

reverse auctions process could take years to complete, while in the meantime carriers 

would be cautious or discouraged from deploying broadband due to the uncertainty of 

continued funding. This unnecessary delay should be avoided. A better approach would 

be to determine the proper amount of universal service funding required to build and 

operate a ubiquitous broadband network. By using a forward-looking model with proper 

network inputs and design, the Commission would be able to ascertain the amount of 

additional funds required for carriers to deploy ubiquitous broadband services. 

C. In Conjunction With Fundamental Reform of the High-Cost 
Mechanism, the Commission Should Cap High-Cost Support for Both 
the Total Fund and Individual Lines. 

Windstream supports a cap on total high-cost universal service as a means to 

address sustainability of the fund, so long as that cap is accompanied by fundamental 

reform of the high-cost mechanism. The Commission must not merely freeze in place the 

current levels of high-cost support distributed under existing rules, as is largely proposed 

_ _ - -  ~ 

' I s  Windstreain 'IJSF Comments 4-1 1. 
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by Appendix A and C of the FNPRIvI.'~~ Rather, the Commission should objectively 

identify actual high-cost areas and then should target the support under the total cap to 

those areas on an equitable basis. Moreover, any cap on the total fund should not apply 

before taking into account any new explicit universal service support needed to offset the 

loss of implicit support from intercarrier compensation reform. 13' 

Windstream also would support the use of reverse auctions to further reduce the 

level of total funding and promote efficiency. All three of the FNPRM proposals, 

however, fail to meet this condition. A significant flaw with the FNPRM proposals is 

that setting a reserve price based on existing levels of support will not result in 

meaningful bidding in truly high-cost areas where currently there is too little or no high- 

cost support. As noted above, the Commission's proposals do not specify how the 

agency will respond to instances when auctions for such areas employ a reserve price that 

is too low to attract serious bidders. 

Finally, Windstream recommends that the Commission set an additional cap on 

per-line high cost support. It makes little sense for the Commission to cap the overall 

fund but to continue allowing carriers to receive per-line support amounts at unchecked 

levels. Certainly, at some level, one has to question the rationale for providing 

telecommunications service to consumers regardless of the cost. Just as there should be a 

cap on the total size of the fund to ensure sufficiency and affordability, the Cornmission 

should set a maximum amount beyond which the universal service program provides no 

further support. 

'I9 Core Remand Osder App. A fi 30. 

did for Interstate Access Support. 
The Commission, however, may deem it appropriate to set a separate target for the explicit support, as it 
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V. THE PROPOSED LIFELINELINK UP PILOT PROGRAM FAILS LOW- 
INCOME, RIJRAL CONSUMERS. 

Windstream was pleased to see the Commission propose “to examine how the 

Lifeline and Link Up universal service support mechanism can be used to enhance access 

to broadband Internet access services for low-income Americans.”13’ Windstream has 

consistently and repeatedly urged federal policymakers to give serious consideration to 

using Lifeline and Link Up dolIars to increase broadband ad0pti0n.l~~ Any meaningful 

USF support for broadband must address the needs of low-income consumers who cannot 

afford to purchase broadband service. As Windstream Chief Executive Officer Jeff 

Gardner explained before Commissioners Michael J. Copps and Jonathan S. Adelstein at 

a 1J.S. Senate Commerce Committee field hearing last year, “[tlhe gap between those 

consumers who are online and offline more and more is defined by their economic, rather 

than geographic, conditions.”’ 33 

The Commission’s stated goals for the Lifeline/Link Up Pilot Program suggest 

that it recognizes the potential, widespread benefits that could be realized with such a 

program. The Commission declares that all qualifying low-income consumers should be 

able to receive broadband discounts, “limited only by the availability of f b n d ~ . ” ’ ~ ~  It also 

asserts that the design of the Pilot Program “comports with” Section 254(b)(2)’s 

instruction that the Commission base policies for the advancement of universal service on 

13’ Core Reiiiaiid Order App. A 7 64. 

13’ See, e.g., Windstream IJSF Comments 18; Letter from Eric Einhorn, Vice President Governmental 
Affairs, Windstream Communications Inc., to Marlene Dortch, Secretary, FCC, CC Docket Nos. 01 -92, 96- 
45, WC Docket Nos. 99-68,08-122,05-337,08-152 (Sept. 24,2008). 

‘j3 Written Testimony of Windstream President and Chief Executive Officer Jeff Gardner, tJS. Senate 
Committee on Commerce, Science, and Transportation Field Hearing: The State of Broadband in Arkansas 
5 (Aug. 28,2007). 

13‘ Core Reinaiid Order App. A 7 85. 
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the principle that “[a]ccess to advanced telecommunications and information services 

should be provided in all regions of the Nation.”’35 

The Commission’s specific plan for the L,ifeline/L,ink Up Pilot Program, however, 

falls short of its potential and the Commission’s stated objectives. Without modification, 

the Pilot Program will do little to promote broadband access to low income consumers 

residing in high-cost, rural areas. The proposed carrier eligibility criteria and distribution 

mechanism would make it difficult, or more likely altogether cost prohibitive, for many 

rural broadband providers to participate. Many low-income, rural consumers, in turn, 

would have no opportunity to benefit from the Pilot Program, due to lack of participating 

providers in their regions. 

A. To Afford Rural Consumers a Meaningful Opportunity to Benefit 
From Broadband Discounts, the Commission Should Not Condition 
Pilot Program Participation on A Broadband Provider’s Ability to 
Offer Broadband Service to All Customers in Its Service Territory. 

The requirement for a participating broadband provider to offer “services and 

supported devices . . . throughout its service areas’7136 would unduly penalize broadband 

providers serving truly high-cost regions. Windstream’s experience indicates that it is 

both economically and technically infeasible for companies to deploy broadband in the 

next few years to all residents in truly high-cost regions. Consequently many rural 

broadband providers, and many low-income consumers in their service territories, would 

be unable to participate in the Pilot Program. 

Windstream, in particular, could not justify spending the gargantuan sums 

required to meet the ubiquitous broadband deployment obligation, in the hope of 

13’ Id. at App. A 1 72 (citing 47 U.S.C. 254(b)(2)). 

Id. at App. A 1 87. 
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obtaining discounts for a limited number of low-income consumers in its service area. 

As indicated in Section 1V.A above, Windstream estimates that it would cost the 

company somewhere between $250 and $400 million to deploy broadband to reach the 

approximately 450,000 customers who still do not have access to its b r ~ a d b a n d . ’ ~ ~  

Capital costs are all the more staggering when placed within the context of the number of 

customers a company currently could expect to gain from new broadband deployment. 

Assuming a take rate of 30 percent, Windstream expects its capital costs, on average, to 

exceed $1,800 for each new broadband customer brought onto its expanded network.I3* 

Windstream then would need to spend millions more each year on ongoing broadband 

operating costs.’39 The potential to benefit from Pilot Program participation is 

insufficient to offset these substantial costs. 

And even if it could justify the costs, Windstream nevertheless would not be able 

to build out its network in the timeline required for participation in the L,ifeline/Link TJp 

Pilot Program. Windstream, with full funding, estimates that it would take three years, if 

not more, for it to deploy broadband to its approximately 450,000 unaddressed 

customers. Efforts to bring unaddressed customers online would be very time and 

resource intensive. To bring these customers onto its broadband network, Windstream 

would need to shorten copper analog loops between customers’ homes and their serving 

Digital Subscriber Line Access Multiplexers (“DSLAMs”) because Windstream’s 

- 
137 Windstream USF Comments 13-14 (this capital expense projection is based upon offering broadband at 
speeds ranging fiorn 768 Kbps to 1 .S Mbps). 

13* This figure does not account for additional associated operating and acquisition costs. 

139 See Windstream USF Comments at 14-1.5 (such operating costs encompass, but are not limited to, 
transport fees that Windstream must pay to connect island exchanges to the Internet backbone; additional 
customer call center staffing required to support broadband products; creation and maintenance of a system 
that tracks the provision and capacity of each existing Digital Subscriber Line Access Multiplexer; 
grooming of cable pairs; and installation ofjumpers to connect a phone line to broadband equipment). 
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customers who are outside of the company’s broadband footprint typically reside in areas 

furthest away from Windstream’s broadband serving devices. 

Given these technical and economic limitations, the Commission must eliminate 

the ubiquitous broadband build out obligation if it truly intends to permit low-income 

customers “in all regions” to participate in the Pilot Program. Otherwise rural, low- 

income customers will be left without any options for participating providers - a result 

contrary to universal service goals adopted by Congress and the Commission’s stated 

objectives for the Pilot Pr~gram.’~’ 

B. Limited Pilot Program Funding Should Not Be Administered to 
Low-Income Consumers on a First-Come, First-Served Basis, Since 
This Approach Likely Would Not Result in a Proportionate 
Distribution of Support to Rural Consumers. 

Distributing the limited Lifeline/Link Up Pilot Program funds on a “first-come, 

first-served basis” will not provide for a proportional share of funding for rural, low- 

income consumers. 14’ Under a first-come, first-served regime, broadband providers 

would find themselves in a race to sign up customers, but the customers in rural markets 

will be more difficult and costly to reach. Broadband providers in urban areas can readily 

employ concentrated media marketing programs to reach millions of customers. In 

contrast, rural providers have little scale to use radio and television communications to 

promote available discounts. Often it is altogether economically infeasible to use mass 

See 47 U.S.C. $ 254(b) (articulating principles serving as the basis for “policies for the preservation and 
advancement of universal service,” which include, but are not limited to, (i) “[a]ccess to advanced 
telecommunications and information services should be provided in all regions of the Nation” and 
(ii) “[c]ons~mers in all regions of the Nation, including low-income consumers and those in rural, insular, 
and high cost areas, should have access to . . I information services . . . that are reasonably comparable to 
those services provided in urban areas . . . .”). 

Care Reiiiaiid Order App. A I  85. 141 
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media in rural areas.’42 Rural broadband providers, instead, must resort to using bill 

inserts, which are expensive and less likely to have an immediate impact as compared to 

repeated mass media advertisements aired over a short time period. Given these rural 

advertising challenges, the first-come, first served scheme would disadvantage rural 

consumers whose broadband providers would be hindered relative to urban providers that 

can most easily direct resources to “winning” the broadband marketing race. 

Using a “first come, first served” basis for distributing funds would mean that 

discounts effectively would be directed away from regions where broadband adoption is 

needed most: rural areas. As acknowledged by proposed Commission orders, 

“[b]roadband Internet access plays a special role in rural areas, reducing the burdens of 

distance”: 

For example, high-speed connections to the Internet allow children in rural 
areas to have access to the same information as school children in urban 
areas. Telemedicine networks made possible by broadband Internet access 
service also save lives and improve the standard of healthcare in sparsely 
populated, rural areas that may lack access to the breadth of medical 
expertise and advanced medical technologies available in other areas. ‘43 

The role of broadband in rural areas is particularly important for low-income, rural 

residents, who may have little resources available to supplement their children’s 

~ 

‘42 Advertisers purchase mass media advertising for designated market areas (“DMAs”), or regions where 
CorisLimers receive the same television or radio station offerings. DMAs can stretch over wide swaths of 
both urban and rural areas, so a carrier hoping to use mass media to reach a small number of rural 
consumers may have to assume the cost of advertising to a large number of urban consumers as well. 
Wasted mass media advertising dollars in this instance can be significant. For example, for Windstream to 
advertise to Canton, Monroe, and Widener, Georgia, it would have to purchase mass media for the entire 
Atlanta DMA, when only 8 percent of individuals in the DMA reside within Windstream’s service territory. 

‘” Core Reniarid Order App. A 7  22. 
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classroom learning and who may not be able to afford travel for medical care. Broadband 

also is critical for supporting commerce and jobs in rural areas.’44 

Using Lifeline/Link Up funds to increase the pool of potential broadband 

subscribers in rural areas also may drive further broadband deployment in rural areas. 

Currently only 38 percent of rural households subscribe to broadband service, as 

compared to the 57 percent and 60 percent of households in urban and suburban areas, 

re~pectively.’~~ Increasing rural demand for broadband could, in turn, spur increased 

supply. While the potential for Lifeline/Link Up broadband subscribers certainly will not 

make it economic to deploy broadband in all locations over time, the presence of a larger 

number of expected subscribers may tip the scale in favor of building out broadband 

networks in some areas that previously failed to meet business case objectives. 

Given the special need to ensure broadband discounts are available in rural areas, 

the Commission should earmark 50 percent of all Pilot Program funding to qualified low- 

income consumers residing in rural regions. This measure would ensure that sufficient 

funds are allocated for low-income consumers in rural areas, which should include any 

area that qualifies as “rural” for the purposes of administration of the U.S. Department of 

Agriculture’s Broadband Access L,oan program.’46 Implementing the Pilot Program in 

144 Id. at App. A 1 2 2  (quoting Broadband Data Improvement Act, Pub. L. No. 100-385, 122 Stat. 4096, 8 
102(1H2) (2008)). 

See 2008 PEW BROADBAND ADOPTION STUDY at 3 4  (reporting the findings of a survey conducted from 
April 8,2008 to May 11,2008 among 2,251 American adults, 1,153 of whom were broadband users). 

See 7 U.S.C. 1991(a)(13) (in general defining “rural” as the following: “any area other than-- (i) a city 
or town that has a population of greater than 50,000 inhabitants; and (ii) any urbanized area contiguous and 
adjacent to a city or town described in clause (i)”). Alternatively the Commission, for ease of 
administering the Pilot Program, could define a “rural” area as any study area served by a “rural telephone 
company,” as defined by 47 U.S.C. 8 1.5.3(37). See Federal-State Joint Board on Universal Service, FCC 
97-1.57, CC Docket No. 96-45 (rel. May 8, 1997) at 1 310 (defining “rural carriers” as “those carriers that 
meet the statutory definition of a ‘rural telephone company”’). Windstream does not prefer this approach, 
because as it has noted on multiple occasions, a region should be designated as “rural” due to the 
characteristics of the individual region, rather than the size (or study) area of telecommunications company 

I45 
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this manner would best respond to Congressional calls for universal service to ensure, in 

particular, that consumers who are “low-income . . . and . . . in rural, insular, and high 

cost areas . . . have access to . . . information services . . . that are reasonably comparable 

,7147 to those services provided in urban areas. . . . 

C. Requiring Small and Mid-Sized Broadband Providers to Offer a 
“Wide Array” of Broadband Internet Devices Would Be Unduly 
Burdensome and Might Limit These Providers’ Ability to Secure 
Bulk Discounts. 

The Commission should not condition Pilot Program participation on whether a 

broadband provider makes “available a wide array of cost efficient broadband Internet 

access devices . . . This proposed requirement would unduly favor larger, integrated 

carriers that are more likely to have existing relationships with equipment manufacturers, 

and a customer base large enough to justify bulk discounts across a variety of products. 

In contrast, small and mid-sized carriers, with fewer resources at their disposal, would 

have more difficulty shouldering the administrative burden of offering a wide array of 

devices. The requirement also might make it more difficult for small and mid-sized 

carriers to secure bulk discounts for individual devices. 

VI. THE COMMISSION SHOULD REPLACE THE EXISTING UNIVERSAL 
SERVICE CONTRIBUTIONS METHODOLOGY, WHICH IS BASED ON 

METHODOLOGY. 
REVENUES, WITH A TELEPHONE NIJMBER-BASED 

Windstream supports replacing the existing universal service contribution 

methodology, which is based on revenues, with a methodology based primarily on 

telephone numbers. Changing conditions in the telecommunications marketplace have 

serving it. See, e.g., Reply Comments of Windstream Communications, Inc., WC Docket No. 0.5-337, CC 
Docket No. 96-45, at 4 (filed July 2,2007). 

‘47 47 U.S.C. $ 254(b)(3). 

60 



challenged the current methodology. First, interstate retail revenues continue to 

de~1 ine . I~~  This decline, coupled with an increase in universal service disbursements, has 

placed upward pressure on the contribution factor and jeopardized the sustainability of 

universal service support. Second, technological changes and the rising popularity of 

“all-you-can-eat” service plans has made it more difficult to assign revenues to 

jurisdictions in a meaningful manner.’’’ There can be significant ambiguity as to whether 

revenues qualify as assessable interstate or international end-user telecommunications 

revenues. Transitioning to a numbers-based methodology, however, will reduce these 

issues by simplifying reporting, establishing a sustainable contribution base, and 

providing for a more transparent assessment to customers. 

Concurrent with universal service reforms, the Commission should conforni the 

methodology used for all the other funds that use Form 499 - e.g., TRS, NANPA and 

Local Number Portability - to the new methodology employed for universal service. 

Carriers should not be required to continue reporting revenues in the Forrn 499 in 

addition to information required by the new methodology. The logic for eliminating 

Core Reniaiid Order App. A 7 90. 1.19 

I J 9  See id. App. A I  91 (“The total assessable revenue base has declined in recent years, however, from 
about $79.0 billion in 2000 to $74.5 billion in 2006, while universal service disbursements grew over that 
same time period from $4.5 billion in 2000 to over $6.6 billion in 2006.”). Some recent reforms, however, 
have partially offset pressure placed on sustainability of the fund. These reforms include increasing the 
wireless safe-harbor and requiring interconnected VoIP providers to make IJSF contributions. See 
Uiiiversal Service Corrtribrrtiorr Methodology; Federal-State Joirit Board oii Universal Service; 1998 
Bieiiiiial Regulatory Review - Streanilined Contributor Reporting Reqirireiiieiits Associated with 
Adniiiiistratioii of Telecoiiiniiiiiicatioirs Relay Service, North Anierican Nirriiberiiig Plan, Local Nimiber 
Portability, aiid Uiiiversal Service Silpport Mechaiiisnn; Telecoiiiriiiriiicatioiis Services for Iiidividiials with 
Heariiig and Speech Disabilities, and the Aniericaiis with Disab 
North American Niiniberirig PIaii and North Aniericaiz Niiniberiiig Plan Cost Recovery Coiitribirtion Factor 
aiid Firiid Size; Nitniber Resource Optiniizatiori, Telephone Niirirber Portability; Trirtli 4ii-Billing and 
Billing Fomiat; IP-Enabled Services; Report and Order and Notice of Proposed Rulemaking, 21 FCC Rcd 
7518,12. 

‘jo Core Reiiiaiid Order App. A 7 92 (finding that “interstate end-user telecommunications service revenues 
are becoming increasingly difficult to identify as customers migrate to bundled packages of interstate and 
intrastate telecommunications and non-telecommunications products and services”). 

es Act of 1990; Adriiinistr*ation oftlie 
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revenue-based reporting for universal service contributions applies with equal weight to 

contributions for these other programs. In addition, maintaining revenue-based reporting 

in Form 499 for non-universal service mechanisms would present undue administrative 

complications if the Commission moved to a numbers-based regime for universal service. 

Consistent with the Commission’s proposal, Windstream also recommends that 

the Commission provide exemptions from universal service assessments only when 

individuals “are truly unable to bear the burden of contributing to the universal service 

fund . . . . By limiting exemptions to Lifeline customers and customers purchasing 

stand-alone voicemail services, the Conmission appropriately balances dual 

Congressional goals: It guarantees universal service support mechanisms are “specific 

and predictable,” while ensuring “low-income consumers. . . have access to 

telecommunications and information services.”’s2 

7 , 1 5 1  

In the event the Commission decides to adopt a hybrid mechanism that combines 

telephone numbers with another basis for assessment, Windstream agrees with AT&T 

and Verizon that a numbers/connections approach is preferable to the transitional 

numbers/revenues proposal currently under c~nsideration.’~~ A hybrid methodology that 

uses connections, which can be clearly categorized as intrastate or interstate, would be 

easier to administer and could be adopted immediately. Moreover, Windstream supports 

limiting the number of connection tiers to further simplifL reporting and contribution 

requirements. AT&T and Verizon’s recommended approach, which identifies two tiers 

’ ’ I  Id. at App. A 7 140. 

47 [J.S.C. 254(b). 

’’’ L,etter froin Mary L. Henze, AT&T Services, Inc. & Kathleen Griilo, Verizon, to Marlene H. Dortch, 
Secretary, FCC, WC Docket 06-122, CC Docket No. 96-4.5, 1 (filed Oct. 20,2008). 
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of connections and assesses different USF surcharges to each,154 would provide this 

simplification in a manner that appropriately responds to the desire to account for user 

demand when assessing surcharges. 

VII. CONCLUSION 

Reform of intercamer compensation and universal service is a worthwhile, but 

complex, endeavor. As the Commission has recognized in the past, these policies raise 

issues that are difficult to address with “one stroke of the sword.”155 The Commission, 

however, can make substantial progress toward fulfilling the Act’s goals by adopting a 

more fair and balanced approach - such as suggested by Windstream, ITTA, or 

TJSTelecom - that addresses areas where the Commissioners have identified a “growing 

measure of consensus.” 

Respectfully submitted, 

/s/ Eric N. Einhorn 

Eric N. Einhorn 
Winds tream Communica tions, Inc. 
1101 17th St., N.W., Suite 802 
Washington, DC 20036 
(202) 223-7664 (phone) 
(202) 223-7669 (fax) 

Dated: November 26,2008 Its At torn ey 

Id. at 2. A $5 surcharge would be assessed to the low bandwidth connection, as coinpared to a $35 
surcharge assessed on the high bandwidth connection. Id. 

‘j’ CALLS Order-7 26. 

63 



APPENDIX A 



Eric N. Einhorn 
V P Federal Government Affairs 
Windstream Communications, Inc 
1101 17‘hStreet, N.W., Suite 802 
Washington, DC 20036 

eric n.einhorn@windstream com 
(202) 223-7668 

October 27,2008 

Electronic Filing 

Ms. Marlene H. Dortch 
Secretary, Federal Communications Commission 
445 1 2 ‘ ~  Street, S.W. 
Washington, DC 20554 

Re: Developing a Unified Intercarrier Compensation Regime, CC Docket No. 01-92; 
High-Cost Universal Service Support, WC Docket No. 05-337; Federal-State Joint 
Board on Universal Service, CC Docket No. 96-45; Universal Service 
Contribution Methodology, WC Docket No. 06- 122; Intercarrier Compensation for 
ISP-Bound Traffic, WC Docket No. 99-68; Petition of AT&T for Declaratory 
Ruling and Limited Waivers Regarding Access Charges and “ESP Exemption,” 
WC Docket No. 08- 152; Establishing Just and Reasonable Rates for Local 
Exchange Carriers, WC Docket No. 07-135 

Dear Ms. Dortch: 

Windstream is very concerned that the intercarrier compensation reforms under 
consideration will jeopardize mid-sized price cap carriers’ ability to continue providing 
affordable, quality broadband and voice services in rural areas. If they are forced to incur 
sizable losses in intercarrier compensation revenues, mid-sized price cap carriers will not be 
in a position to deploy new broadband services to their customers, let alone maintain the 
prices and quality of services currently offered to their customers today. These carriers’ 
communications services are critical for rural development and employment, public safety, 
modern health care, and education. Thus, adoption of this proposal could have a direct and 
significantly detrimental impact on rural customers’ lives and livelihoods. This impact on its 
own should raise serious concern for the Federal Communications Commission 
(“Commission”). When considered in light of the largest financial crisis in 75 years and 
during what appears to be a serious global recession, the intercarrier compensation reform 
proposal should be a non-starter as written. 

Given these substantial concerns, Windstream requests that the Commission put its 
intercarrier compensation reform proposal out for comment. Alternatively, if the Commission 
believes it must take additional steps to address comprehensive intercarrier compensation 
reform now, the Commission should take a more measured approach by adopting together 
interrelated modifications to the plan, as suggested below. 



I. Private Investment Is Needed to Support Voice and Broadband Services in Rural 
Areas. 

To provide affordable, quality broadband and voice services to rural consumers, mid- 
sized carriers, like Windstream, rely on private investment. Private investors enable these 
carriers - among other items - to service debt, frnance broadband deployment, and otherwise 
remain fiscally sound. Such investors look for stability in the mid-sized carrier’s financial 
position and outside influences, including the regulatory structure and economic environment. 

The stability of a mid-sized carrier’s business model is particularly important to the 
type of investors it attracts. These investors - which include many public employee pension 
funds and insurance companies’ - are drawn to mid-sized carriers due to their historic cash 
flows, ability to pay dividends regularly, and consistent levels of profitability.2 Thus, any 
significantly negative change to the mid-sized carrier’s business model could trigger a mass 
exodus in private investment, which would impair these carriers’ ability to fulfill central 
public policy goals of the Communications Act. Mid-sized carriers would struggle to 
maintain “reasonably comparable rates” and “quality services,” and would have to curtail 
plans for further deployment of advanced  service^.^ 

If confidence in the viability of the mid-sized rural business model is undermined, it 
will be too late for the Commission to unring that bell. Investors will not wait around to see if 
the Commission comes to the rescue and how. To prevent this outcome, mid-sized carriers, if 
at all possible, will have no choice but to try to maintain their investors’ returns by raising 
prices, and decreasing spending on their networks and operations! And if these measures are 
not sufficient to retain private investment, the Commission will face a new challenge: finding 
new broadband and voice providers able to adequately serve high-cost rural areas. 

I Many investment firms also hold Windstream stock on behalf of individual investors or in income-focused 
mutual funds. 

’ Dividend payments are central to the inid-sized carrier’s business model. A mid-sized carrier’s stock is similar 
to a bond. Stock prices of these carriers, which are facing declining revenues, typically do not appreciate. 
Instead, mid-sized carriers reward equity investors by paying regular dividends. Without these dividends, 
investors would have little reason to hold onto their stock. If investors decide to sell their stock because of 
concerns about their investment, a mid-sized carrier’s share price will decline, making it even more difficult for 
the carriers to obtain capital from the debt markets, which have been for all intents and piirposes “closed)’ due to 
the extreme volatility in recent months. 

advancement of universal service,” which include, but are not limited to, (i) consumers in “all regions of the 
Nation” should have access to telecommunications and information services at “reasonably comparable rates” 
and (ii) “quality services should be available at just, reasonable, and affordable rates”). 

‘ Most mid-sized carriers likely would decrease dividends or returns to shareholders only as a last resort, because 
this measure would be extremely harmful to their ability to maintain vital access to the capital markets. 

See 47 U.S.C. 2S4(b) (articulating principles serving as the basis for “policies for the preservation and 

2 



11. The Reform Plan GrossIy Underestimates the Negative Impact on Mid-sized 
Price Cap Carriers and the Customers They Serve. 

Based on recent meetings with Commission staff, Windstream believes that the 
Commission has been grossly underestimating the negative impact that the reform proposal 
would have on mid-sized price cap carriers and the rural consumers they serve. Windstream 
estimates that the plan would cause it to lose hundreds of millions of dollars in revenues, with 
little or no ability to recover these substantial losses. 

First, the Commission’s proposal appears to rely on incorrect, unsubstantiated 
suggestions that eliminating intercarrier compensation will somehow enhance rural broadband 
deployment and a transition to all-IP voice.5 Nothing could be further from the truth. 
Windstream’s broadband and Voice over Internet Protocol (“VoIl”’) investment decisions are 
dictated solely by an assessment of whether projected new revenues and operational savings 
will outweigh the associated, gargantuan costs. With respect to broadband in particular, 
Windstream previously has estimated that it would cost $250 to $400 million to deploy 
broadband to reach the approximately IS percent of its customers who currently do not have 
access to its broadband.6 Windstream then would need to spend many millions more on 
ongoing broadband operating costs.7 To deploy VoIP, Windstream expects it would need to 
spend hundreds of millions above and beyond capital and operating expenses necessary to 
support ubiquitous broadband.’ It is unrealistic to think that a reduction in intercarrier 
compensation rates would change a mid-sized price cap carrier’s decision about whether to 

See Letter from Brian Benison, AT&T, to Marlene H. Dortch, Secretary, FCC, CC Docket Nos. 01-92 and 96- 
45, WC Docket Nos. 05-337,99-68,07-13.5 (Aug. 5,2008), Attachment at 2 (failing to identify any case where 
the alleged incentive of “carriers to cling to the traditional voice model” resulted in less broadband deployment); 
L,etter from AT&T, CompTIA, CTIA, Global Crossing, The Information Technology Industry Council, National 
Association of Manufacturers, New Global Telecom, PointOne, Sprint Nextel Carp., The Telecommunications 
Industry Ass’n, T-Mobile, Verizon, and The VON Coalition to FCC Chairman Kevin J. Martin, WC Docket No. 
04-36, CC Docket No. 01-92 (Aug. 6,2008), at 3 (failing to identify any specific instance when reform to 
intercarrier compensation spurred “innovation and the deployment o f .  . I IP services as well as the broadband 
networks they ride over”); L,etter from Ben Scott, Free Press, to Marlene H. Dortch, Secretary, FCC, CC Docket 
Nos. 06-45 and 01-92, WC Docket Nos. 05-337 and 06-122 (Oct. 13,2008), at 5 (claiming that the current 
intercarrier compensation regime produces a “strong incentive for rural carriers to delay the full transition to the 
broadband world,” but providing no examples of instances where this “strong incentive” led to actual delay). 

Comments of Windstream Communications, Inc., WC Docket No. 05-337, CC Docket No. 96-45, at 13-14 
(Apr. 17,2008) (this capital expense projection is based upon offering broadband at speeds ranging from 768 
Kbps to 1.5 Mbps). 

’ Id. at 14-15 (such operating costs encompass, but are not limited to, transport fees that Windstream must pay to 
connect island exchanges to the Internet backbone; additional customer call center staffing required to support 
broadband products; creation and maintenance of a system that tracks the provision and capacity of each existing 
Digital Subscriber Line Access Miiltiplexer; grooming of cable pairs; and installation ofjumpers to connect a 
phone line to broadband equipment). 

01-92; WC Docket Nos. 99-68,05-337,06122, 07-135, and 08-152 (Oct. 27,2008) (establishing that 
transforming to an all-IP network is not economically viable for the foreseeable future and any such transition 
would require substantial, additional governmental support above and beyond what carriers currently receive 
from the Universal Service Fund). 

See Letter from Eric Einhom, Windstream, to Marlene H. Dortch, Secretary, FCC, CC Docket Nos. 96-45 and 
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incur these overwhelming costs - other than to make it inore d$$cult for a carrier to dedicate 
scarce funds to further deployment of advanced services. 

Second, the Commission’s proposal, as we understand it, seems to adopt the 
unrealistic belief that the Commission can prevent harms to mid-sized price cap carriers by 
allowing the carriers to attain additional recovery after making a showing of confiscation. 
This “opportunity,” as we understand it, is completely inadequate and likely ephemeral. 
Continued uncertainty would plague the mid-sized price cap carrier business model. By the 
time the Commission would make any decision about corifiscation (even if a carrier could 
meet such a draconian standard), a mid-sized price cap carrier already would have suffered 
significant losses - both in terms of short-run decreases in intercarrier compensation revenues 
and flight of equity investment. This measure would provide too little relief, too late to 
prevent significant harm to mid-sized price cap carriers and the rural customers they serve. 

Third, existing federal Universal Service Fund (“USF”) support offers little 
consolation to mid-sized price cap carriers. A common misconception is that mid-sized price 
cap carriers, like Windstream, are funded largely by federal USF support. That simply is not 
the case. The outdated federal USF mechanisms provide a disproportionately large amount of 
support to small and mid-sized rate-of-return carriers, but do not provide adequate support to 
the mid-sized price cap carriers that serve high-cost rural areas of the Nation. Due to 
averaging of costs and inconsistencies between USF support calculations and rate regulations, 
the USF system fails to target support directly to the high cost areas where it is actually 
needed. Consequently, Windstream -with 27 percent of its exchanges comprised of 500 
access lines or less - receives less than 1 percent of its total annual revenues from high-cost 
loop and model support, and less than 3 percent of its revenues from all federal high-cost 
support combined. 

111. The Commission Should Adopt a Measured Approach to Intercarrier 
Compensation Reform. 

Given the complexity of intercarrier Compensation reform and the high stakes for rural 
consumers and carriers, Windstream requests that the Commission put the intercarrier 
compensation reform proposal out for public comment and formal consideration by the 
Federal-State Separations and Universal Service Joint Boards and the Federal-S tate Joint 
Conference on Advanced Telecommunications Services. Public release of the proposal will 
allow stakeholders to provide specific information about potential impacts, as well as offer 
modifications for consideration if appropriate. Moreover, this action would be consistent with 
the Commission’s practice in other complex proceedings, such as when the Commission 
recently released its tentative conclusions and rules pertaining to the 700 MHz “D Block” 
auction.’ 

Service Rides for  the 698- 746, 747-762 aiid 777- 792 MHz Bands, Iinplenienting a Nationwide, Broadband, 
Interoperable Public Safety Network in the 700 MHz Band, Third Further Notice of Proposed Rulemaking, FCC 
08-230, WT Docket No. 06-1.50, PS Docket No. 06-229 (rel. Sept. 25,2008) (seeking comment on its tentative 
conclusions and rules designed to create a nationwide interoperable public safety-private partnership through an 
auction of commercial spectrum (“I3 Block”)). 
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If it is serious about enabling the shift to an all-IP network, the Commission must 
obtain a fact-based understanding of associated costs and benefits, and then craft public 
policies that will thoughtfully reach that goal. Merely ordering it "to be SO" will not produce 
an all-IP network. Instead, the Commission should initiate a proceeding to gather facts so it 
can make informed decisions about any such transition." In particular, it could seek input 
from the states and other experts, such as the Federal-State Joint Board on Universal Service 
and the Federal-S tate Joint Conference on Advanced Telecommunications Services. 

The Commission's response to the D.C. Circuit's remand ofln re Core 
Comnziinicatiom should not be used as justification for pushing out ill-considered 
comprehensive intercarrier cornpensation reforms. The stakes are too high and the details too 
important. The Coinmission can decide the issue of ISP-bound traffic on its own and 
separately seek comment on the comprehensive proposal before it, or with modifications as 
proposed below. 

Alternatively, if the Commission believes it must take additional steps to address 
intercarrier compensation reforni at this juncture, Windstrearn offers the following 
modifications to the proposal under consideration. These concurrent, interrelated 
modifications would ensure that intercarrier compensation reforms are more fair and 
balanced. As a result, Windstream likely would support intercarrier compensation reform if 
its recommended changes were made to the existing plan, as we understand it. 

Windstream cautions, however, that the modifications outlined below, to be 
successful, must be made together and in the time sequence recommended. The intercarrier 
compensation plan, even with these revisions, would not make Windstream and other 
similarly situated carriers whole as compared to their position under the current intercarrier 
compensation regime (which Windstream recognizes is eroding). First, Windstream's 
interstate access rate reductions to its target CALLS rates resulting from its conversion to 
price cap regulation would not be recovered via the intercarrier compensation replacement 
mechanism." Second, only 50 percent of the revenue reduction resulting from interstate, 
intrastate, and reciprocal compensation rate reductions from $.0065 to $.0055 would be 
recovered through the replacement mechanism. Third, the increased subscriber line charges 
would not be fully recovered, as rate increases are restrained by competition. And to the 
extent changes are made that will impose further intercarrier compensation revenue losses, 
these modifications could place mid-sized price cap carriers in further financial jeopardy. 

Specifically Windstream proposes the following conczirrent, interrelated 
modifications (which are outlined in further detail in the attached Appendix) to the intercarrier 
compensation plan currently before the Cornmission: 

l o  Key questions to be asked are as follows: What steps are needed from a technological perspective to achieve 
the goal? How much will those changes cost? Would a transformation to all IP networks require regulation of 
the Internet backbone and/or transport arrangements to reach the backbone? What impact will such a 
transforination have on public safety? How would consumers benefit, and at what price? 

" Windstream is required to reduce its interstate access rates to its CALLS targets, but under this proposal the 
transition to the lower rate would be accoinplished in three years, rather than the longer transition provided under 
the CAL,LS rules. 
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a First, the Coinmission should transition each carrier’s intrastate rates to its interstate rate 
levels by study area over several years. 

Second, the Conmission must provide mid-sized price cap carriers, like Windstream, 
access to a recovery mechanism for recovery of lost intercarrier compensation revenues, 
offset in part by the subscriber line charge (“SLC”) increases proposed in the plan (i.e., 
$1.50 for residential and single line business and $2.30 for multi-line business). A wide 
array of parties are on the record supporting the need for such a mechanism.’l Funds from 
this recovery mechanism, which should apply after imputation of the rate benchmark and 
SLC increases, could be limited to operating and capital expenditures associated with 
support, maintenance, enhancements, and expansion of broadband offerings. This 
measure would replace the proposal to tie the future receipt of high-cost universal service 
support to a 100 percent broadband deployment commitment. 

Third, the Commission should issue a Further Notice of Proposed Rulemaking 
(“FNPRM”) to seek comment on next steps and the framework for additional intercarrier 
compensation reform. The Commission should seek comment on, among many other 
items: whether to establish one unitary rate for all intercarrier compensation; unified rates 
by carrier, state, or track; the methodology for setting rates and establishing “additional 
cost” under Section 252(d)(2); and the proper role of state commissions, the Federal-State 
Separations and Universal Service Joint Boards, and the Federal-S tate Joint Conference 
on Advanced Telecommunications Services. 

Fourth, the Commission should preserve the status quo with respect to ISP-bound traffic 
and make it clear that VoIP traffic must continue to pay access and reciprocal 
compensation charges until the Commission issues a final order resulting from the 
FNPRM. 

--- 
’’ See, eg., Letter from Larry Cohen, Communications Workers of America, President, to Kevin Martin, 
Chairman, FCC, WC Docket Nos. 06-122 and 05-337, CC Docket Nos. 96-45 and 01-92 (Oct. 27,2008), at 3 
(urging the Coinmission to “establish a supplementary explicit universal service fund available to mid-size 
carriers for broadband build-out”); L,etter from Brian Mefford, Connected Nation, Chairman and CEO, to Kevin 
Martin, Chairman, FCC, WC Docket Nos. 06-122 and 05-337, CC Docket Nos. 96-45 and 01-92 (Oct. 27,2008), 
at 2 (urging the Commission to establish universal service recovery mechanisms that “should be available to all 
carriers of last resort, regardless of company size, structure or regulatory classification”); L.etter from Walter 
McCormick, USTelecom, President, to Kevin Martin, Chairman, FCC, CC Docket No. 01-92 (Oct. 10,2008), at 
5 ,  7, 8 (declaring that “establishment of a credible and compensatory ARM is an essential element of 
comprehensive intercarrier compensation reform”); Letter from Curt Stamp, Independent Telephone and 
Telecommunications Alliance (ITTA), President, to Secretary Dortch, Secretary, FCC, CC Docket No 01 -92 
(Sept. 19, 2008), at 5 (recommending that mid-sized carriers be able to use an Alternative Recovery 
Mechanism); Letter from Tony Clark, Commissioner and Chair, NARUC Committee on Telecommunications, et 
al. to Kevin Martin, Chairman, FCC, CC Docket No. 01-92 (filed July 24, 2006) (attaching the Missoula Plan) 
(proposing a plan that included a recovery mechanism, which could be used by mid-sized carriers) (“Missoula 
Plan Ex Parte L.etter”). 
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Please contact me if you have any questions regarding this proposal. 

Respectfully submitted, 

/s/ Eric N. Einhorn 

Eric N. Einhorn 

cc: Dan Gonzalez 
Amy Bender 
Greg Orlando 
Scott Deutchman 
Nick Alexander 
Scott Bergmann 
Dana Shaffer 
Don Stockdale 
Marcus Maher 
Randy Clarke 
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Appendix 

Minimum Necessary Steps to Modify Proposal 

Years 1-3 -- Reduce terminating interstate, intrastate, and reciprocal compensation access 
rates for price cap carriers, phased in equal increments annually, to each carrier’s 
interstate CALLS target by study area pursuant to 47 C.F.R. Q 61.3(qq) (Le., $0.0095, 
$0.0065, or $0.0055). 

Years 4-5 -- Reduce terminating interstate, intrastate, and reciprocal compensation access 
rates for price cap carriers, phased in equal increments annually, to the lowest CALLS 
target pursuant to 47 C.F.R. Q 61.3(qq)(l) @e., $0.0055) and unify any higher reciprocal 
compensation rates to that level. 

0 Establish an Intercarrier Compensation Replacement Fund -- Provides a revenue 
replacement opportunity for revenue losses due to mandated rate reductions. 
- 
- 

Available to non-RBOC price cap carriers and Fairpoint. 
For Years 1-3, equals cumulative revenue loss due to intrastate and reciprocal 
compensation rate reductions, assuming maximum SLC increases. 
For Years 4-5, equals 50% of the total reduction (interstate, intrastate, and reciprocal 
compensation) to $0.0055 plus the cumulative total from Years 1-3. 
Each year the amounts received from the Fund would be indexed by the carrier’s 
previous year’s reported percentage of subscriber line loss. 
Could limit use of funds to support for operating and capital expenditures associated 
with support, maintenance, enhancements, and expansion of broadband offerings. 
Offset recovery from the Fund with imputed SLC increases. 
Establish a rate benchmark so as not to overburden consumers in states that have 
already rate rebalanced. 
This measure would replace the proposal to tie the future receipt of high-cost universal 
service support to a 100 percent broadband deployment commitment. 

- 

- 

- , 

- 
- 

- 

Clarify treatment of VoIP traffic during transition, as follows: 
- VoIP to PSTN calls: Local (by telephone number) calls pay reciprocal compensation. 

Appropriate interstate and intrastate rates due on non-local calls (by telephone 
number) until interstate and intrastate rates are equal. 
PSTN to VoIP calls: Local calls pay reciprocal compensation. Originating and 
terminating access due on non-local calls. Terminating access rate declines as 
provided in the transition plan. Originating access remains until end of transition. 

- 

Issue a FNPRM seeking comment on steps for additional comprehensive intercarrier 
compensation reform during Years 5-10. The Commission should seek comment on, 
among many other items, whether to establish one unitary rate for all intercarrier 
compensation; unified rates by carrier, state, or track; the methodology for setting rates 
and establishing “additional cost” under Section 252(d)(2); and the proper role of state 

8 



Commissions; the Federal-State Separations and Universal Service Joint Boards; and the 
Federal-State Joint Conference on Advanced Telecommunications Services. 

0 Refer to the Federal-State Separations and IJniversal Service Joint Boards relevant issues, 
such as: whether to set a rate benchmark to constrain SLC increases in high rate states; 
whether a mechanism is needed to replace access or reciprocal compensation revenues 
during the next stage; and the impact of any changes or transitions on the separations 
process. 

0 Preserve the status quo with respect to ISP-bound traffic, pending completion of the 
FNPRM referenced above. 
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Executive Summary 

ALLTEL continues to encourage the immediate authorization of pricing 

flexibility so that if and when a new intercarrier compensation mechanism is adopted, the 

impact on the end user will be minimized. ALLTEL also awaits the release of the 

Commission’s Order regarding the MAG Plan for Regulation of Interstate Services of 

Non-Price Cap ILECs. The rules adopted in this plan should be analyzed and given a 

chance to operate before any fundamental changes are made to the intercarrier 

compensation system. Existing arbitrage and gaining of the system must be addressed by 

simultaneous rule and policy clarification and implementation at both the federal and 

state levels and symmetrically among wireline, wireless and other technologies. 

The actual consequences of a bill-and-keep regiine as proposed under COBAK 

and BASICS are unknown, but the extent of detriment such proposals could have on 

intercarrier compensation was voiced in numerous comments. Both technical issues like 

the point of interconnection (POI) and policy matters like universal service received 

much attention and clearly require further comment prior to any rule modification or 

implementation. 

Neither COBAK nor BASICS will lessen regulatory intervention. On the 

contrary, these proposals could perpetuate the regulatory fictions that exist under the 

current system. It is ALLTEL’s continued position that no bill-and-keep regime can 

adequately replace the current intercarrier compensation mechanism. Rather, with 

establishment of a few conditions precedent coupled with explicit rule clarification, the 

Commission can avoid additional arbitrage-creating regulation and foster investment and 

competition. 

i i  
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Before The 
FEDERAL COMMUNICATIONS COMMISSION 

Washington, D.C. 20554 

In the Matter of ) 
) 

Compensation Regime ) 
Developing A Unified Intercarrier ) CC Docket No. 01 -92 

REPLY COMMENTS 
OF 

ALLTEL COMMUNICATIONS, INC. 

ALLTEL Coinmunications, Inc., on behalf of its local exchange carrier affiliates 

and its various subsidiaries and corporate affiliates providing commercial mobile radio 

services ((‘CMRS”) (hereinafter “ALLTEL” or the “ALLTEL Companies”) respectfully 

submits its reply comments in response to the Federal Communications Commission’s 

(the “Commission”) Notice of Proposed Rulemaking (“NPRM”) in the above-captioned 

proceeding.’ 

I. Introduction 

This proceeding began as an overall assessment of the current intercarrier 

compensation mechanism as it exists in the industry today and proposed two potential 

courses for the future. The resultant outpouring of comment raised numerous questions 

and concerns and resulted in limited agreement. AL,LTEL is concerned that a new 

mechanism based on bill-and-keep will have a significant impact on revenue growth, 

inarlcet expansion of new advanced services, and cost recovery of past investments. 

’ In the Matter of Developing a Unified Intercarrier Compensation Regime, CC Docket No. 01-92, Notice 
ofProposed Rirlenmking FCC 01-1 32 (rel. April 27,2001) (“Interran’ier’ Cornpensation Notice”). 



In shaping the fiiture of intercarrier compensation, the Commission must continue 

to focus on promoting competition. The Commission has made a commendable effort to 

encourage competition. Now is the time for the Commission to focus on fashioning rules 

explicitly designed to encourage investment in both wireline and wireless networks. As 

evidenced by current industry conditions, competition policy is not the same thing as 

investment infrastructure policy. Thus, any future intercarrier compensation mechanism 

must protect existing markets while promoting competition, the provision of advanced 

services and the infrastructure necessary for their deployment. 

11. The Unintended Consequences Of New Regulation. 

As stated in its comments, ALLTEL supports the Commission’s reform of the 

current intercarrier compensation mechanism, but feels implementation of a theory- 

driven bill-and-keep system, untested by actual market events, is not prudent at this time. 

Refining existing rules that govern pricing flexibility and universal service mechanisms 

would be far more beneficial in determining true subsidy needs than implementing an 

untested paradigm of regulation whose potential material impact is indeterminable. 

The existence of regulatory arbitrage that hinders the current system of 

intercarrier compensation was not the intention of regulators. Rather it is the unintended 

consequence of cumbersome, compulsory regulation on an industry where competitive 

market forces should be fostering competition. New regulation will have new unintended 

consequences. 

The Commission has begun to address the regulatory gaming that 
has been ongoing. In adopting interim compensation mechanisms for 
traffic bound for Internet Service Providers (“ISP”) and competitive local 
exchange carriers’ (“CLEC”) access charges, the Commission 
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acknowledged the imperfections that exist in the current regulatory regime 
that not only permitted but also induced carriers to behave in ways not 
contemplated by the Commission when it initially adopted its rules and 
policies. By working and manipulating the Commission’s rules, carriers 
could and did profit handsomely by taking advantage of the imperfections 
in the regulatory process. As the Commission approaches redefining the 
rules for intercarrier compensation, it must remain mindfiil of this 
experience.2 

The current intercarrier compensation mechanism has already created arbitrage 

opportunities never envisioned by its designers. An intercarrier compensation 

mechanism based on bill and keep will also have innumerable loopholes and pitfalls. 

Numerous ILECs and non-ILECs share this concern to some degree. Time Warner 

Telecoinmunications succinctly states, “CORAK may simply replace old inefficiencies 

created by arbitrage with new inefficiencies (‘of unknown magnitude’) created by 

arbitrage.. .y’3 Diminishing regulation, not merely exchanging regulation, is an essential 

step toward advancing competition and investment. 

111. The Conditions Precedent To Any New Intercarrier Compensation Regime. 

a) Universal Service. 

ALLTEL stated in its comments that the Commission must provide for universal 

service support in ways that are explicit, sufficient and predictable. Verizon agrees that 

“a new framework such as bill-and-keep will provide a different distribution of 

payments.. .[and] change the amounts different customers pay.”4 It is unlikely that the 

current universal service mechanism will provide sufficient support for high cost areas 

under the proposed bill-and-keep regime. If the Commission intends to implement bill- 

’ Comments of BellSouth Corporation at 2.  
Comments of Time Warner Telecom at 1 1. 
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and-keep for all current wholesale services, and bill and keep proposes to reduce both 

reciprocal compensation and access charges to zero, then there is a high probability that 

the states will ultimately be forced to reduce intrastate access rates to zero (since the 

incentive for regulatory arbitrage to bypass intrastate access will be very high). 

Legitimate costs will have to be recovered elsewhere, placing an even greater potential 

burden on universal service and compounding the effect of rate shock on customers. 

Rural carriers will have to rely on their smaller customer bases and universal service to 

recover costs. In order to keep these increased rates within reason, monies that could be 

better spent improving network quality and deploying advanced service will be 

reallocated. Therefore, if the Commission intends to reduce the level of interstate access 

charges, it should not implement any form of bill-and-keep, but rather must ensure 

universal service support that is currently implicit in interstate access charges is made 

explicit, sufficient and predictable. 

The Commission should therefore focus on reducing its regulation 
of interstate access charges, not by prescribing bill-and-keep default rules, 
but by ( 1 )  identifying and rendering explicit large amounts of universal 
service support now implicit in interstate access charges; and (2) granting 
increased pricing flexibility to rural and rate-of-return ILECs so that they 
may align prices inore closely with the varying costs of different areas and 
different access  configuration^.^ 

b) Immediate Pricing Flexibility. 

The Commission must authorize dramatic pricing flexibility to allow carriers to 

better prepare for any new system of intercarrier compensation. This concern is shared 

by BellSouth: 

Movement to a bill-and-keep intercarrier compensation mechanism 
will impact cost recovery. Where a carrier recovered some of its access 

Comments of Verizon Communications at 16. 
Comments of CenturyTel at 12. 

4 



charges from other carriers, these cost will now have to be recovered froin 
a carrier’s end user.. .Pricing flexibility is the only sure way of ensuring 
that market responsive rates are established. Failure to provide for pricing 
flexibility woiild only transfer to the end user the many regulatory 
conundrums that have been encountered with regard to intercarrier 
compensation.6 

If an intercarrier compensation regime intends to replace access charges with 

increased end user rates, carriers must have the pricing flexibility to implement capacity- 

based pricing plans, package pricing and other pricing plans to recover from end users in 

a reasonable and affordable manner. Otherwise, the true subsidy needs that must be 

calculated prior to the implementation of such a regime will be distorted. AL,LTEL 

agrees with CentitryTel’s argitment that granting increased pricing flexibility will allow 

rural and rate-of-return ILECs to align prices inore closely with the costs and access 

configurations of inore rural areas.7 

c) Transitional Equities. 

Many carriers have designed their business plans based on a specific set of 

assumptions inherent to CPNP regarding compensation, costs, rates and investments. As 

mentioned above, a viable intercarrier compensation structure must allow each network 

access provider the opportunity and flexibility to establish a mechanism to recover their 

network access costs from the end user customer at both the interstate and intrastate 

levels. In addition, any reallocation of revenue burdens in this docket must account not 

only for the impact of this proceeding, but also for the practical and collective effect of 

parallel activities now ongoing. Verizon Communication echoed these sentiments when 

it stated that “whatever new rules the Commission adopts in response to the Multi- 

Comments of BellSouth at 15. 
Comments of CenturyTel at 12. 1 



Association Group (“MAG”) plan should be given a chance to run their course before any 

fundamental change [is made] in the intercarrier compensation system.”8 

d) Simultaneous State And Federal Implementation. 

ALLTEL also emphasized in its comments the need for the next intercarrier 

compensation regime to be implemented simultaneously at both the state and federal 

levels, as well as symmetrically among different technologies and network 

configurations. Otherwise, unforeseen arbitrage opportunities will negate any benefits of 

a new intercarrier compensation mechanism, a result the NPRM seeks to avoid. 

e) COBAK and BASICS Create Point Of Interconnection Concerns That 
Demand Further Comment. 

Resolution of the point of interconnection (POI) issue will be a critical 

determining factor in the viability of a workable replacement intercarrier compensation 

mechanism. Under CORAK, a called party’s carrier cannot charge an interconnecting 

carrier to terminate a call (each carrier recovers the cost of the loop and local switch from 

its end-user). However, by making the calling party’s network responsible for the cost of 

transporting a call between the calling party’s central office and the called party’s central 

office, COBAK creates a potential POI problem. If a carrier’s switch is located many 

miles from where a call terminates, the originating carrier could incur huge costs in 

transporting traffic to a terminating carrier switch. These costs would be passed on to the 

end user customer. 

Level 3 recommends that the Commission continue to require carriers to haul 

traffic to a single POI per LATA, but does not provide analysis as to whether the current 

* Comments of Verizon Communications at I 8. 
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rule will be appropriate in the future.’ BellSouth feels that there needs to be a 

“geographical limitation associated with the point of interexchange.”” It is ALLTEL’s 

belief that the POI issue will have a disparate impact on different carriers due to their 

differences in technology and network architecture. Therefore, the POI issue demands 

fiirther comment and inquiry. 

IV. Bill And Keep In The Context Of LIEC-CMRS Interconnection. 

The wireline-centric model of both the COBAK and BASICS proposals fails to 

account for the unique nature of CMRS network architecture, the scope of the MTA-wide 

local calling area for CMRS, and the evolving nature of LEC-CMRS interconnection 

arrangements. The Commission should recognize that the adoption of a specific 

compensation regime intended to universally cover the costs of interconnection of 

network traffic is not appropriate in a diverse telecommunications market comprised of a 

variety of service providers using differing and evolving technologies.’ ’ Therefore, 

ALL,TEL, cannot support either proposed bill-and-keep model as the mandated default 

LEC-CMRS interconnection regulation. 

a) COBAK and BASICS Both Require Regulatory Intervention and 
Perpetuate Regulatory Fictions. 

The Commission has attempted to promote default bill-and-keep through COBAK 

and BASICS under the guise of reduced regulatory intervention. COBAK and BASICS 

will not generally accomplish this goal, and particularly not in the context of LEC-CMRS 

interconnection. The COBAK proposal centers around the location of a “central office.” 

’ Comments of Level 3 Communications, LLC at 20. 
l o  Comments of BellSouth at 14-15. 
I ’  Comments of the National Association of State Utility Consumer Advocates at 4. 
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As Verizon Wireless notes in its comments, “it would require a regulatory body to 

determine on a case-by-case basis what is a ‘central office.””2 To the extent there is a 

ready analog to a “central office” in a CMRS network, this alone would increase the need 

for regulatory intervention and lead to further regulatory fiction. CTIA echoes this 

sentiment and adds, “it is at best futile and at worst dangerous to compare newer network 

architectures to the architecture of legacy networks for determining the terms and 

conditions of interconnection.. .The risk of regulatory ‘getting it wrong’ leads to 

inadvertent favoritism of some networks over  other^."'^ 

The BASICS proposal, in proposing a split in the incremental interconnection 

costs equally among carriers does not clearly define how this would be accomplished. 

Carriers would bid on the right to provide transport to another network, but agreeing on 

the incremental cost of interconnection and refereeing the bidding process remains 

undefined and may require more regulatory intervention, not less. As CTIA notes, 

BASICS “invites once again widespread regulatory battles over what costs are 

appropriately included, and how to quantify them.”I4 

b) Carriers May Adopt Bill and Keep Today. 

Intercarrier compensation for local interconnection traffic today is largely 

governed by market forces that drive negotiated carrier interconnection agreements. The 

Local Competition Order clearly stated that “all CMRS providers provide 

telecommunications [services] and that LECs are obligated pursuant to Section 25 I (b)(5) 

(and the corresponding pricing standards of Section 252(d)(2)) to enter into reciprocal 

Comments ofverizon Wireless at 22. 
Comments of CTIA at 38. 
Comments of CTIA at 23. The proposal also appears to ignore the efficiencies of larger carriers serving 

13 

14 

in the role of transit carriers, aggregating traffic and terminating it at a rate reflecting the total volume. 
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compensation arrangements with all CMRS providers.. . for the transport and termination 

of t ra f f i~ .” ’~  Under the current rules, in situations where market forces dictate, carriers 

are free to adopt bill-and-keep compensation te rm for local interconnection traffic with 

Commission approval. As noted in CenturyTel’s comments, “the fact that 

interconnection agreements do not universally reflect bill-and-keep compensation 

arrangements.. . demonstrates that the market will not universally produce the results the 

Commission seeks to establish under its default ALLTEL agrees. The fact that 

negotiated bill-and-keep arrangements exist does not mean they are the most efficient 

means of ensuring competition. Therefore, ALLTEL questions whether there is a 

compelling need for the Commission to uproot the rules governing reciprocal 

coinpensation arrangements and replace them with default bill-and-keep under either 

COBAK or BASICS. 

c) The existing mechanism for LEC-CMRS interconnection would benefit 
from the immediate adoption of critical rule and policy clarifications. 

The Commission’s effort to improve the rules governing LEC-CMRS 

interconnection is commendable, but mandatory bill-and-keep in any form is not the 

answer. ALLTEL agrees that the current intercarrier compensation negotiation process 

needs improvement. Verizon Wireless and Nextel proposed the following measures to 

clarify and improve the process. First, in order to improve efficiency and reduce 

regulatory intervention, the Commission should establish a rebuttable presumption that a 

CMRS carrier’s wireless mobile switching center (“MSC”) serves a comparable 

In the Matter of Implementation of the Local Competition Provisions in the Telecommunications Act of 
1996, First Report and Order, 1 1 FCC Rcd 1.5499 ( 1997) (“Local Conipelitiori Order”). ’‘ Comments of CenturyTel, Inc. at 23. 
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geographic area to the ILEC tandem.I7 Second, the Commission’s determination that 

CMRS carriers’ “local” calling areas is the Major Trading Area (“MTA”) for purposes of 

reciprocal transport and termination needs to be reiterated.I8 This rule allows CMRS 

carriers to request iiiterconnection at any technically feasible point in the MTA and 

precludes ILECs from assessing access charges on CMRS carriers for traffic originating 

and terminating in the same MTA. Many CMRS have configured their networks around 

existing MTA boundaries. CTIA points to instances of rural IL,ECs using boundaries 

other than the MTA to define the local calling area, “thereby effectively reclassifying 

local CMRS calls as toll calls and subjecting these calls to toll rates and access 

charges.”” In order to prevent the questionable behavior of certain rural LECs who have 

attempted to circumvent LEC-CMRS interconnection rules in rural areas, the 

Commission should reiterate and clarify that rural carriers must bear the cost to transport 

their local traffic within the MTA to the CMRS carrier’s MSC and must compensate 

CMRS carriers for the costs of terminating such traffic. 

Additional problems have arisen where CMRS providers connect indirectly with 

small ILECs through a larger ILEC. These small, rural ILECs have suggested that 

CMRS carriers pay for direct trunking arrangements to bring terminating CMRS traffic 

directly to them.20 It would be highly inefficient to establish direct physical connections 

with every carrier within an MTA because traffic flows are so low and CMRS customers 

only occasionally terminate calls on these rural ILEC’s networks?’ The impediments 

being imposed on indirect interconnection by rural ILECS are jeopardizing the 

” Comments of Verizon Wireless at 39; Comments of Nextel at 36. 
Comments of Nextel at i i .  
Comments of CTIA at IS. 

‘O Comments of Nextel at 26. 
19 
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competitive availability of wireless service in rural areas and must be addressed by the 

Commission, because CMRS carriers are, for purposes of the Act, “telecommimications 

carriers” vested with the right to connect directly or indirectly with other carriers.22 

d) Rural ILEX Gaming Violates Commission Rules and Distorts the 
Intentions of the 1996 Act. 

As several commenting parties noted, without reiteration and clarification of the 

rules governing LEC-CMRS interconnection in rural areas, abuses are likely to continue. 

Specifically, rural ILECs in Missouri have filed tariffs that impose unilateral, access-like 

rates for termination of local wireless calls.23 CMRS carriers fought these unilateral tariff 

filings arguing that such tariffs violated the 1996 act and Commission interconnection 

The Missouri Public Service Commission (“PSC”) rejected the CMRS carrier 

claims concluding that wireless carriers were free to pursue direct interconnection 

arrangement with each individual rural ILEC if the tariffed rates were not satisfactory. 

As mentioned above, the cost of establishing a direct physical connection to each rural 

ILEC to whom it terminated de niininizis amounts of traffic would be economically 

infea~ib le .~~ Clearly, the Missouri PSC’s intent to drive parties to the bargaining table 

was misguided. At worst, the PSC’s allowing of the rural ILEC to choose to route 

intraMTA calls through an IXC, thereby receiving originating access coinpensation from 

the IXC, while avoiding any payment of reciprocal compensation to CMRS carriers that 

transport and terminate the traffic, was a deliberate decision to skirt current Cominission 

rules and Section 2.51/252 of the Act. 

” Id at 27. 
” See Telecommunications Act of 1996, Section 2.51(a)( 1). ’’ Id at 40. 
24 Comments of Nextel at 1 1 .  
I5 Id at 13. 



V. Conclusion. 

ALLTEL does not endorse either of the Commission’s bill-and-keep proposals as 

an appropriate replacement for the current intercarrier compensation mechanism. Neither 

COBAK nor BASICS has been proven to provide adequate cost recovery and both will 

likely perpetuate regulatory fictions. Refining existing rules governing pricing flexibility, 

universal service and interconnection would be a more appropriate course of action for 

the Commission at this time. Implementing an untested regulatory mechanism while the 

success or failure of access reform for both price-cap and rate-of-return carriers remains 

uncertain would not be prudent. 

Respectfully submitted, 

ALLTEL Communications, Inc. 

David C. Bartlett 
Assistant Vice President 
Federal Regulatory Affairs 
601 Pennsylvania Ave, NW 
Suite 720 
Washington, D.C. 20004 
(202) 783-3970 

November 5,2001 
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V.P Federal Government Affairs 
Windstream Communications, Inc 
1101 17Ih Street, N.W., Suite 802 
Washington, DC 20036 

(202) 223-7668 
eric n einhorn@windstrearn.com 

w i ndst re a 

October 27,2008 

Electronic Filing 

Ms. Marlene H. Dortch 
Secretary, Federal Communications Commission 
445 1 2 ‘ ~  Street, S.W. 
Washington, DC 20554 

Re: Developing a Unified Intercarrier Compensation Regime, CC Docket No. 01-92; 
High-Cost Universal Service Support, WC Docket No. 05-337; Federal-State 
Joint Board on Universal Service, CC Docket No. 96-45; Universal Service 
Contribution Methodology, WC Docket No. 06-122; Intercarrier Compensation 
for ISP-Bound Traffic, WC Docket No. 99-68; Petition of AT&T for Declaratory 
Ruling and Limited Waivers Regarding Access Charges and “ESP Exemption,” 
WC Docket No. 08-152; Establishing Just and Reasonable Rates for Local 
Exchange Carriers, WC Docket No. 07-135 

Dear Ms. Dortch: 

Windstream Communications, Inc., on behalf of itself and its affiliates (collectively 
“Windstream”), submits the following response to AT&T’s letter filed October 13,2008, in the 
above-captioned proceedings.’ In its letter, AT&T attempts to outline a cost calculation to 
support a $0.0007 per minute terminating rate as being reasonable and cost justified for all price 
cap carriers. This letter, however, falls well short of its mark. AT&T altogether fails to establish 
a rational .justification for why mid,-&ed price cap carriers’ access charges should be based on 
the cost of an IP-enabled “softswitch.” In fact, widespread deployment of softswitch technology 
would impose huge costs on Windstream’s rural customer base, and therefore would not be 
economically viable. Indeed, even if deployment of softswitches were viable, AT&T relies on 
implausible assumptions that grossly underestimate the costs of providing service under a 
softswitch architecture. Given that it makes no economic sense for Windstream to widely deploy 
such technologies in the regular course of business, and that AT&T’s assumptions fail to reflect 
the realities of rural telephony in any event, rates based on AT&T’s softswitch presumption 
would be contrary to the governing statutes and may even be unconstitutionally confiscatory. 

’ Letter from Henry Hultquist, Vice President-Federal Regulatory, AT&T Services, Inc. to Marlene H. Dortch, 
Secretary, Federal Communications Commission, CC Docket Nos. 01-92,96-4.5; WC Docket Nos. 05-337,99-68, 
07-1.3.5 (filed Oct. 13, 2008) (“AT&T Letter”). 
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I. WIDESPRZ,AD DEPLOYMENT OF SOFTSWITCH TECHNOLOGY TO 

VIABLE. 
SERVE RURAL, VOICE CUSTOMERS WOULD NOT RE ECONOMICALLY 

As a mid-sized price cap carrier serving rural areas, Windstream cannot justify the costs 
of significant deployment of softswitches in its network. Softswitches, accordingly, are used in 
less than 1 percent of Windstream’s exchanges, and are providing switching functions for less 
than 1 percent of Windstream’s incumbent local exchange carrier (“ILEC”) residential access 
lines. Windstream also has not identified any significant opportunities for new revenues or 
reduced costs that would warrant future material changes to the composition of its switching 
architecture.’ 

A. Deployment of Softswitches to Serve Voice Customers Would Impose 
Immense and Unnecessary Costs on Rural Carriers and Their End Users. 

Windstream is a mid-sized price cap carrier focused primarily on serving rural areas. 
Offering telecommunications services to 3.1 million access lines across 16 states, Windstream’s 
service territory, on average, has a subscriber density of approximately 20 access lines per square 
mile. Approximately 70 percent of its exchanges are comprised of 2,000 access lines or less. 

In rural areas such as those served by Windstream, widespread deployment of 
softswitches for service to voice customers is uneconomic and irrational. AT&T provides no 
reason for why Windstream would begin switching its voice traffic with softswitches, rather than 
continuing to use its fully functional TDM switches. Across Windstream’s service territory, 
these measures - whether for Voice over Internet Protocol (“VOIP’~) or TDM traffic (AT&T does 
not ~pecify)~ -would cause Windstream to incur hundreds of millions of dollars in new costs. 
These burdensome costs, moreover, would yield little or no benefit to its customers. 

Unwarranted Replacement of Working TDM Plant, 

It makes no economic sense for an ILEC like Windstream, a mid-sized price cap carrier 
focused on serving rural customers as a carrier of last resort, to deploy a significant number of 
softswitches to route TDM traffic. Windstream’s TDM switches are providing its customers 
with high-quality voice and broadband offerings. Moreover, given the expanse of Windstream’s 
rural service territory, it would be economically infeasible for Windstream to deploy softswitch 
technology through centralized switching points and aggregate enough lines to achieve the 
necessary switching ~ynergies.~ Windstream would need to replace equipment in almost all of 

’ Because the market does not demand and will not support the costs of softswitching, Windstream currently deploys 
softswitching technology only in particularized situations (eg., when necessary to satisfy the special requests of an 
anchor tenant customer). 

or TDM voice traffic. AT&T’s fetter merely states that “[iln next generation networks, it is likely that end-office 
switching functions will eventually be performed by general purpose packet routers.” AT&T Letter at 1. Such 
abstract, general speculation about how ‘‘likely’’ and “eventually” these next generation networks could be deployed 
in rural areas is hardly the factual foundation for the FCC to determine that costs are as low as $0.0007. 

‘ Replacing each TDM switch with a softswitch would be more efficient than trying to use a single softswitch to 
support multiple wire centers spread across rural regions. If it opted to aggregate traffic at a single location, 

AT&T provides no guidance as to how a carrier would use softswitch technology, which can be used for both VoIP 
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its 1,087 exchanges, together comprising thousands of switching devices. Installing softswitches 
would cost Windstream approximately $300,000 per switch, and replacing adjacent proprietary 
remotes and Digital Loop Carriers would cost it approximately $250,000 per switching complex. 
To support the new softswitches, Windstream also would need to rebuild its back office systems, 
which address provisioning, billing, monitoring, trouble resolution, and fault management of the 
switching network. When all these costs are considered, Windstream estimates it would spend 
hundreds of millions of dollars to install and operate the softswitches - to route traffic just like 
the TDM switches already in place in its network today. 

InefJcient Investineiat in Facilities Needed to Support VoIP. 

It makes even less sense for a rural LEC like Windstream to offer VoIP service over 
softswitches. The use of softswitches to serve VoIP customers would require a massively 
inefficient expansion of its network capabilities. Consistent with common practice for mid-sized 
price cap carriers, Windstream installs broadband ports sufficient to support the percentage of its 
customers forecasted to subscribe to its broadband service (as opposed to competitive cable, 
wireless, satellite, or other broadband service offerings) in the reasonably foreseeable future. 
This practice sufficiently meets Windstream customers’ broadband demands. The use of 
softswitch technology for voice traffic, however, would require all voice lines to be supported by 
broadband ports. Thus, in areas where it already offers broadband, Windstream would need to 
augment existing broadband facilities with additional DSLAMs and other equipment.’ These 
upgrades likely would cause Windstream to spend about the same amount to deploy additional 
broadband facilities to its remaining access lines as it did for existing broadband-capable access 
lines - or in the aggregate, hundreds of millions of dollars. These costs, moreover, would play 
no role in expanding the availability of broadband service to meet consumer demands. This new 
investment would not be used to reach areas in Windstream’s service territory where it does not 
offer broadband (encompassing approximately 15 percent of Windstream’s customers).6 Rather, 
this investment merely would facilitate the provision of IP voice service to areas already offered 
Windstream’s broadband services (which cover approximately 85 percent of Windstream’s 
customers). 

backhauling traffic to a centralized location would require tremendous expense to build (or lease) the fiber needed to 
make this solution “as good as” a TDM Class 5 switch with 911 standalone capabilities. AT&T’s simple example 
does not appear to represent any of the interoffice transport cost to backhaul this traffic for a centralized switching 
assumption. 

Such other equipment would include, but is not limited to, the following: routers; aggregators; analog terminal 
adapters at customers’ homes; Session Border Controllers; Ethernet-based transport equipment; additional fiber and 
copper facilities; test equipment; and new back office systems to provide authentication and slipport for 
Windstream’s network. 

In areas where Windstream does not offer broadband service, significant additional capital costs would be required 
for installation of broadband facilities. Windstream anticipates that it would need to spend between $2.50 million 
and $400 million to offer broadband service to the 15 percent of its customer base that currently is not capable of 
purchasing Windstream’s broadband service. These costs would be over and above additional costs that would need 
to be incurred when installing broadband ports sufficient to support all voice lines. 
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No Significant Opportunities for New Revenues or Reduced Costs. 

Windstream is constantly looking for new revenue streams and means to reduce its costs. 
But there are no material operational savings or revenue generation opportunities that would 
warrant significant migration to softswitches for either TDM or VoIP traffic in rural areas served 
by mid-sized price cap carriers like Windstream. So, for the foreseeable future, the most prudent 
and economically efficient approach is for Windstream to maintain its existing TDM switches, 
by relying on its existing knowledge base to service these switches. 

Given the sizable, unrecoverable costs described above, state commissions have a 
longstanding practice - as AT&T concedes - of calculating “the traffic sensitive portion of end- 
office switching based on the assumption that the terminating carrier employs traditional circuit- 
switched network te~hnology.”~ Consistent with this practice, AT&T, just last year, argued that 
it would be improper to model costs based on the assumed use of softswitches or other IP-based 
network technologies. Specifically, in the course of a Texas proceeding evaluating modifications 
to the Hatfield Associates Inc. (“HAI”) cost model for possible use in calculating state universal 
service support, AT&T argued that assumptions based on IP technology would be inappropriate 
even in the context of an expressly forward-looking cost mechanism.’ What was true in 
November 2007 (when AT&T was the largest recipient of Texas TJniversal Service Fund support 
and looking to retain or expand its subsidy) remains true today: It is unreasonable for carriers in 
rural areas to deploy softswitches to serve their end users, and cost models assuming use of those 
technologies in rural areas have no legitimate factual basis. 

B. Even if Rural Carriers Could Widely Deploy Softswitches to Serve 
Customers, AT&T Dramatically Underestimates Switching Costs Under 
Its Architectural Presumptions. 

Even if it were appropriate to assume that rural carriers could or would install 
softswitches to serve their customers (and, as described above, it is not), AT&T’s filing 
misrepresents the cost of switching traffic through softswitches in rural markets. AT&T’s 
estimates are based on assumptions that grossly overstate the number of rural lines likely to be 
served through a given switch. Moreover, AT&T’s model simply assumes away transport costs 
and unreasonably classifies only 20 percent of all switching costs as traffic-sensitive, thereby 
leaving rural customers to face gargantuan rate increases as carriers struggle to cover these 
ignored expenses. 

First, AT&T grossly overestimates the number of subscribers a rural carrier could serve 
through a given switch. The AT&T Letter relies extensively on cost claims made by the 
softswitch manufacturers. Specifically, AT&T cites an “investment per line” figure assuming a 

’ AT&T Letter at 1. 

AT&T took up this position in its witness testimony and informal workshops held by the state commission. See, 
e.g., Direct Testimony of Steven E. Turner on Behalf of AT&T Texas at 14 (Nov. 16,2007) (opposing the use of IP 
switching for the purpose of calculating investments). See also Direct Testimony of Michael Mathews and Jason 
Zhang on Behalf of Verizon Southwest at 20-21 (Nov. 30,2007) (explaining why Verizon declined to account for 
softswitch capabilities when modeling switching costs and noting that a ‘“scorched earth’ approach has not been 
approved for any [such] costing methodology of which [it is] aware”). 
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range between $34 and $80 per line.’ On several occasions, however, the letter reveals 
disquieting assumptions underlying these claims. For example, AT&T notes that “modular 
softswitches may support 70,000 subscribers in standalone installations, or up to 250,000 
subscribers in distributed installati~ns,”~~ and that the Taqua 7000 “can serve up to 42,000 

To the extent these assumptions drive the manufacturers’ (and thus AT&T’s) 
per-line investment figures, these figures fail to reflect the realities of rural telephony. Like other 
mid-sized price cap carriers serving rural regions, Windstream’s average wire center service 
areas include substantially fewer customers than those of larger carriers. Windstream serves 
1,087 exchanges with an average of approximately 2,700 lines per exchange - several orders of 
magnitude below the Line-count figures on which AT&T’s “investment per line” figures appear 
to be based.” 

Second, AT&T’s cost calculation altogether disregards taizdenz switched ti-oizsport costs. 
These costs are incurred to support tandem switching and interoffice transport (miles of cable 
and wire) connecting tandem switches to the end offices. Tandem switched transport costs 
currently are accounted for in the existing intercarrier compensation regime. But without any 
justification, AT&T ignores these costs in its cost calculation. This is a significant omission: 
With respect to interstate traffic alone, Windstream currently recovers $.0048 per minute for 
tandem switched transport costs in a TDM environment - which amount to tens of millions of 
dollars per year. If it were to move to a VoIP-based regime, Windstream expects its transport 
costs could increase, because VoIP trunlung requirements and quality of service provisioning 
would require inherently more bandwidth on its network. 

Third, in its calculation of per-minute switching costs, AT&T allocates only 20 percent of 
the softswitch investment per line to traffic-sensitive costs, which can be recovered from network 
users.I3 This allocation is a significant departure fkom TDM switching cost models, which in 
Windstream’s experience assign anywhere from 80 to 91 percent of switching investment to 
traffic-sensitive costs. But due to the altogether unverified cost allocation AT&T puts forth, 
carriers, going forward, could seek to recover 80 percent of their per-line investment only from 
other sources - presumably end user customers. 

11. IT WOULD BE UNLAWFIJL TO BASE MID-SIZED PRICE CAP 
CARRIERS’ RATES ON ASSUMED USE OF A NETWORK 
ARCHITECTIJRE THAT IS NOT VIABLE IN THE VAST MAJORITY OF 
THEIR SERVICE TERRITORIES. 

Given that deployment of softswitches to serve Windstream’s voice customers is 
generally uneconomic, ratemaking decisions based on AT&T’s softswitch assumption would be 

AT&T Letter at 3. 

l o  Id. at 2, n.6. 

I ’  ld. at 4. 

” See sirpru note 4 (explaining why it would not be more efficient to aggregate traffic for multiple rural areas at a 
single location). 

l 3  In contrast, costs that are not traffic sensitive typically are recovered directly from end users rates. 
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flatly unlawful. Recent reports indicate that the Commission is considering a holding that all 
termination - whether associated with local, intrastate, or interstate traffic - is subject to 
“reciprocal compensation’’ under Section 25 l(b)(5) of the Act.I4 Section 252(d)(2), in turn, 
prescribes that “reciprocal compensation” rates must “provide for the mutual and reciprocal 
recovery by each carrier of costs associated with the traizsport and termination on each carrier’s 
network facilities of calls that originate on the network facilities of the other carrier,” and must 
“determine such costs on the basis of a reasonable approximation of the additional costs of 
terminating such  call^."'^ Section 20 1 (b) similarly states that all charges associated with 
interstate and international traffic must be “just and reasonable.”I6 

In Windstream’s case, however, the proposed $0.0007 rate - grounded in counterfactual 
technological assumptions - would not “provide for . . I recovery ... of costs associated with . . . 
transport and termination” of calls, nor would it represent a “reasonable approximation of the 
additional costs of terminating such calls.” To the contrary, the rate defended by AT&T 
effectively would bear no relationship whatsoever to the costs of mid-sized price cap carriers 
serving rural consumers. Even if it were the case that a softswitch would be more efficient once 
deployed - and AT&T substantially overstates its case for those efficiencies - the costs of 
deploying and operating additional network elements and functions would themselves be 
massive, running to hundreds of millions of dollars or more for Windstream alone. The 
proposed $0.0007 would leave carriers completely unable to recoup such costs, and thus would 
violate Section 252(d)(2) and any other pertinent pricing provision. 

Indeed, application of the $0.0007 rate at issue here could rise to a violation of the Fifth 
Amendment to the United States Constitution, which states that “private property [shall not] be 
taken for public use, without just compensation.”” As the Supreme Court has explained: “[Tlhe 
Constitution protects utilities from being limited to a charge for their property serving the public 
which is so ‘unjust’ as to be confiscatory.. . . If the rate does not afford sufficient compensation, 
the [regulator] has taken the use of utility property without paying just compensation and so 
violated the Fifth . . . Amendment[].”’* Under this standard, rates must permit the recovery of the 
regulated company’s costs, including a reasonable return on investment: “From the investor or 
company point of view it is important that there be enough revenue not only for operating 
expenses but also for the capital costs of the business. These include service on the debt and 
dividends on the s t ~ c k . ” ’ ~  Indeed, “return to the equity owner should be commensurate with 
returns on investments in other enterprises having corresponding risks.’y20 As described above, 

See, e.g., Adam Bender, Martin Uweils USF, htercari-ier Conpeiisatioii Overliairl, COMM. DAILY 3 (Oct. 16, 14 

2008). 

l 5  47 U.S.C. 6 252(d)(2)(A) (emphasis added). 

l 6  Id i j  201(b). 

” U.S. CONST. AMD. v. 
Is Drrqrresrre Light Co. v Burascli, 488 U.S. 299, 307-08 (1989). See also FPC v Texaco hc . ,  417 U.S. 380, 391- 
392 (1974) (noting that the Constitution requires “that the rates fixed by the [regulator] be higher than a confiscatory 
level”). 

l 9  FPC v. Hope Natirrul Gas Co., 320 U.S. 591,603 (1944). 

lo Id. at 602. See also Dirqiiesiie Light, 488 U.S. at 3 10 (“[Wlhether a particular rate is ’unjust’ or ‘unreasonable’ 
will depend to some extent on what is a fair rate of return given the risks under a particular ratesetting system, and 
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rates based on a softswitch presumption would fail to cover the costs of carriers such as 
Windstream, for whom broad deployment of such facilities would not be economic. Depending 
on how they are applied, such rates not only could be inconsistent with the applicable statutory 
provisions, but also could be unconstitutional to boot. 

Notably, the use of a hypothetical “most-efficient network” assumption for purposes of 
pricing unbundled network elements (“UNEs”) under the Total Element Long-Run Incremental 
Cost (“TELRIC”) standard provides no support for reliance on hypothetical network components 
here. Although the Commission initially determined that Section 252(d)( 1) (which governs UNE 
pricing) and Section 252(d)(2) (which governs reciprocal compensation pricing) were 
“sufficiently similar to permit the use of the same general methodologies for establishing rates 
under both statutory provisions,”2’ the Supreme Court decision upholding TEL,RIC was limited 
to the UNE pricing provision, which it held represented an “explicit disavowal of the familiar 
public-utility model of rate regulation.”” As AT&T itself argued last year, the application of 
similar “most-efficient network” assumptions to intercarrier compensation rates “would hurt not 
just price cap LECs, but consumers everywhere because [the resulting] prices would dampen 
investment and facilities-based competition and thereby undercut a principal goal of the 1996 
Act and this Comrnis~ion.”’~ Unlike the 1996 Act’s network-opening local competition 
provisions, designed “to reorganize  market^,'"^ intercarrier compensation rates must - as 
described above - cover carriers’ costs. 

In short, while a softswitch presumption may at first glance offer a convenient basis for 
the $0.0007 per minute rate that AT&T supports, it does not accord with the economic facts 
faced by mid-sized price cap carriers. For providers such as Windstream, which cannot identify 
any economically viable reason to deploy a significant number of softswitches in the foreseeable 
future, application of softswitch-based rates to services that currently rely on the existing circuit- 
switched network would be baseless and financially disastrous. As AT&T put it in the special 
access context last year, “[alny aeempt to mandate potentially confiscatory multi-billion dollar 
rate decreases on the basis of such transparently arbitrary short-cut measures would have no hope 
of surviving judicial re vie^."'^ 

on the atnount of capital upon which the investors are entitled to earn that retuin.”); Bliiejeld Water Works & 
biipi*ovement Ca. v. Pirblic Sewice Conini ’11 of West Virginia, 262 U S .  679, 692-693 (1923) (“A public utility is 
entitled to such rates as will permit it to earn a return . “ .  equal to that generally being made at the same time and in 
the same general part of the country on investments in other business undertakings which are attended by 
corresponding risks and uncertainties.”); Alahaiiia Cable Telecoi~iniztnicatioris Assoc., Coiiicast Cablevision of 
Dothan, Iiic., et al. v. Alabariia Power Conpaiiy, 16 FCC Rcd 12209, 12230 1 4 7  (2001) (discussing same). 

” Iiiplenieritatiori oftlie Local Coripetition Provisioin in the Telecoriiiiiiiiiicatioiis Act of I 9 9 6  Jiitercoiiiiectiori 
betweeri Local Eacharige Carriers arid Coiiiiiiercial Mobile Radio Seivice Providers, 1 1 FCC Rcd 1.5499, 16023 
7 I054 (1996). 

-- Verizoii Coriiiiiiriiicatioiis J m .  v. FCC, 5 3 5  U S .  467, 489 (2002). 

l 3  Reply Comments of AT&T, WC Docket No. 05-2.5 at 31 (filed August 15,2007) (“AT&T Special Access Reply 
Comments”). 

7 7  

Verizon, 525 US. at 489. 

l5 AT&T Special Access Reply Comments at 42. 
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* * * 

In conclusion, AT&T’s filing fails to provide adequate support to justify a $0.0007 
uniform rate, particularly in rural areas. Imposing such a rate would be contrary to the statute 
and may even be unconstitutionally confiscatory. The Commission, therefore, should not rely on 
AT&T’s filing as a basis for setting intercarrier compensation rates for mid-sized price cap 
carriers. 

Respectfully submitted, 

/s/ Eric N. Einhorn 

Eric N. Einhorn 

cc: Dan Gonzalez 
Amy Bender 
Greg Orlando 
Scott Deutchman 
Nick Alexander 
Scott Bergmann 
Dana Shaffer 
Don Stockdale 
Marcus Maher 
Randy Clarke 
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Eric N. Einhorn 
V P Federal Government Affairs 
Windstream Communications, Inc 
1101 17Ih Street, N W., Suite 802 
Washington, DC 20036 

(202) 223-7668 
eric.n.einhorn@windstream.com 

wi ndstrea 

October 27,2008 

Electronic F i h g  

Ms. Marlene H. Dortch 
Secretary, Federal Communications Commission 
445 1 2 ‘ ~  Street, S.W. 
Washington, DC 205.54 

Re: Developing a Unified Intercarrier Compensation Regime, CC Docket No. 01-92; 
High-Cost Universal Service Support, WC Docket No. 05-337; Federal-State Joint 
Board on TJniversal Service, CC Docket No. 96-45; Universal Service 
Contribution Methodology, WC Docket No. 06- 122; Intercarrier Compensation for 
ISP-Bound Traffic, WC Docket No. 99-68; Petition of AT&T for Declaratory 
Ruling and Limited Waivers Regarding Access Charges and “ESP Exemption,” 
WC Docket No. 08-1 52; Establishing Just and Reasonable Rates for Local 
Exchange Carriers, WC Docket No. 07-135 

Dear Ms. Dortch: 

Windstream is very concerned that the intercarrier compensation reforms under 
consideration will jeopardize Illid-sized price cap carriers’ ability to continue providing 
affordable, quality broadband and voice services in rural areas. If they are forced to incur 
sizable losses in intercarrier compensation revenues, mid-sized price cap carriers will not be 
in a position to deploy new broadband services to their customers, let alone maintain the 
prices and quality of services currently offered to their customers today. These carriers’ 
communications services are critical for rural development and employment, public safety, 
modern health care, and education. Thus, adoption of this proposal could have a direct and 
significantly detrimental impact on rural customers’ lives and livelihoods. This impact on its 
own should raise serious concern for the Federal Communications Commission 
(“Commission”). When considered in light of the largest financial crisis in 75 years and 
during what appears to be a serious global recession, the intercarrier compensation reform 
proposal should be a non-starter as written. 

Given these substantial concerns, Windstream requests that the Commission put its 
intercarrier compensation reform proposal out for comment. Alternatively, if the Commission 
believes it must take additional steps to address comprehensive intercarrier compensation 
reform now, the Commission should take a more measured approach by adopting together 
interrelated modifications to the plan, as suggested below. 

mailto:eric.n.einhorn@windstream.com


I. Private Investment Is Needed to Support Voice and Broadband Services in Rural 
Areas. 

To provide affordable, quality broadband and voice services to rural consumers, mid- 
sized carriers, like Windstream, rely on private investment. Private investors enable these 
carriers - among other items - to service debt, finance broadband deployment, and otherwise 
remain fiscally sound. Such investors look for stability in the mid-sized carrier’s financial 
position and outside influences, including the regulatory structure and economic environment. 

The stability of a mid-sized carrier’s business model is particularly important to the 
type of investors it attracts. These investors -which include many public employee pension 
funds and insurance companies’ - are drawn to mid-sized carriers due to their historic cash 
flows, ability to pay dividends regularly, and consistent levels of profitability.2 Thus, any 
significantly negative change to the mid-sized carrier’s business model could trigger a mass 
exodus in private investment, which would impair these carriers’ ability to fulfill central 
public policy goals of the Communications Act. Mid-sized carriers would struggle to 
maintain “reasonably comparable rates’’ and “quality services,” and would have to curtail 
plans for further deployment of advanced  service^.^ 

If confidence in the viability of the mid-sized rural business model is undermined, it 
will be too late for the Commission to unring that bell. Investors will not wait around to see if 
the Commission comes to the rescue and how. To prevent this outcome, mid-sized carriers, if 
at all possible, will have no choice but to try to maintain their investors’ returns by raising 
prices, and decreasing spending on their networks and  operation^.^ And if these measures are 
not sufficient to retain private investment, the Commission will face a new challenge: finding 
new broadband and voice providers able to adequately serve high-cost rural areas. 

’ Many investment firms also hold Windstream stock on behalf of individual investors or in income-focused 
mutual funds. 

’ Dividend payments are central to the mid-sized carrier’s business model. A mid-sized carrier’s stock is similar 
to a bond. Stock prices of these carriers, which are facing declining revenues, typically do not appreciate. 
Instead, mid-sized carriers reward equity investors by paying regular dividends. Without these dividends, 
investors would have little reason to hold onto their stock. If investors decide to sell their stock because of 
concerns about their investment, a mid-sized carrier’s share price will decline, making it even more difficult for 
the carriers to obtain capital from the debt markets, which have been for all intents and purposes “closed” due to 
the extreme volatility in recent months. 

See 47 U.S.C. $ 2.54(b) (articulating principles serving as the basis for “policies for the preservation and 
advancement of universal service,” which include, but are not limited to, (i) consumers in “all regions of the 
Nation” should have access to telecommunications and information services at “reasonably comparable rates” 
and (ii) “quality services should be available at just, reasonable, and affordable rates”). 

‘ Most mid-sized carriers likely would decrease dividends or returns to shareholders only as a last resort, because 
this measure would be extremely harmful to their ability to maintain vital access to the capital markets. 
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11. The Reform Plan Grossly Underestimates the Negative Impact on Mid-sized 
Price Cap Carriers and the Customers They Serve. 

Based on recent meetings with Commission staff, Windstream believes that the 
Commission has been grossly underestimating the negative impact that the reform proposal 
would have on mid-sized price cap carriers and the rural consumers they serve. Windstream 
estimates that the plan would cause it to lose hundreds of millions of dollars in revenues, with 
little or no ability to recover these substantial losses. 

First, the Commission’s proposal appears to rely on incorrect, unsubstantiated 
suggestions that eliminating intercarrier compensation will somehow enhance rural broadband 
deployment and a transition to all-IP voice.5 Nothing could be further from the truth. 
Windstream’s broadband and Voice over Internet Protocol (“VoIP”) investment decisions are 
dictated solely by an assessment of whether projected new revenues and operational savings 
will outweigh the associated, gargantuan costs. With respect to broadband in particular, 
Windstream previously has estimated that it would cost $250 to $400 million to deploy 
broadband to reach the approximately 15 percent of its customers who currently do not have 
access to its broadband.6 Windstream then would need to spend many millions more on 
ongoing broadband operating costs.7 To deploy VoIP, Windstream expects it would need to 
spend hundreds of millions above and beyond capital and operating expenses necessary to 
support ubiquitous broadband.’ It is unrealistic to think that a reduction in intercarrier 
compensation rates would change a mid-sized price cap carrier’s decision about whether to 

See Letter from Brian Benison, AT&T, to Marlene H. Dortch, Secretary, FCC, CC Docket Nos. 01-92 and 96- 
4.5, WC Docket Nos. 05-337,99-68,07-135 (Aug. 5,  ZOOS), Attachment at 2 (failing to identify any case where 
the alleged incentive of “carriers to cling to the traditional voice model” resulted in less broadband deployment); 
Letter from AT&T, CompTIA, CTIA, Global Crossing, The Information Technology Industry Council, National 
Association of Manufacturers, New Global Telecom, Pointone, Sprint Nextel Carp., The Telecommunications 
Industry Ass’n, T-Mobile, Verizon, and The VON Coalition to FCC Chairman Kevin J. Martin, WC Docket No. 
04-36, CC Docket No. 01-92 (Aug. 6, ZOOS), at 3 (failing to identify any specific instance when reform to 
intercarrier compensation spurred “innovation and the deployment o f .  . . IP services as well as the broadband 
networks they ride over”); Letter from Ben Scott, Free Press, to Marlene H. Dortch, Secretary, FCC, CC Docket 
Nos. 96-45 and 01-92, WC Docket Nos. 05-337 and 06-122 (Oct. 13,2008), at 5 (claiming that the current 
intercarrier compensation regime produces a “strong incentive for rural carriers to delay the full transition to the 
broadband world,” but providing no examples of instances where this “strong incentive” led to actual delay). 

Comments of Windstream Communications, Inc., WC Docket No, 05-337, CC Docket No. 96-45, at 13-14 
(Apr. 17,2008) (this capital expense projection is based upon offering broadband at speeds ranging from 768 
Kbps to 1.5 Mbps). 

Id. at 14-1.5 (such operating costs encompass, but are not limited to, transport fees that Windstream must pay to 
connect island exchanges to the Internet backbone; additional customer call center staffing required to support 
broadband products; creation and maintenance of a system that tracks the provision and capacity of each existing 
Digital Subscriber Line Access Multiplexer; grooming of cable pairs; and installation of jumpers to connect a 
phone line to broadband equipment). 

* See Letter from Eric Einhom, Windstream, to Marlene H. Dortch, Secretary, FCC, CC Docket Nos. 96-45 and 
01-92; WC Docket Nos. 99-68,05-337,06-122, 07-135, and 08-152 (Oct. 27,2008) (establishing that 
transforming to an all-IP network is not economically viable for the foreseeable future and any such transition 
would require substantial, additional governmental support above and beyond what carriers currently receive 
from the Universal Service Fund). 



incur these overwhelming costs - other than to make it inore diflcult for a carrier to dedicate 
scarce funds to hrther deployment of advanced services. 

Second, the Commission’s proposal, as we understand it, seems to adopt the 
unrealistic belief that the Commission can prevent harms to mid-sized price cap carriers by 
allowing the carriers to attain additional recovery after making a showing of confiscation. 
This “opportunity,” as we understand it, is completely inadequate and likely ephemeral. 
Continued uncertainty would plague the mid-sized price cap carrier business model. By the 
time the Commission would make any decision about confiscation (even if a carrier could 
meet such a draconian standard), a mid-sized price cap carrier already would have suffered 
significant losses - both in terms of short-run decreases in intercarrier compensation revenues 
and flight of equity investment. This measure would provide too little relief, too late to 
prevent significant harm to mid-sized price cap carriers and the rural customers they serve. 

Third, existing federal Universal Service Fund (“USF”) support offers little 
consolation to mid-sized price cap carriers. A common misconception is that mid-sized price 
cap carriers, like Windstream, are funded largely by federal USF support. That simply is not 
the case. The outdated federal TJSF mechanisms provide a disproportionately large amount of 
support to small and mid-sized rate-of-return carriers, but do not provide adequate support to 
the mid-sized price cap carriers that serve high-cost rural areas of the Nation. Due to 
averaging of costs and inconsistencies between TJSF support calculations and rate regulations, 
the USF system fails to target support directly to the high cost areas where it is actually 
needed. Consequently, Windstream -with 27 percent of its exchanges comprised of 500 
access lines or less - receives less than 1 percent of its total annual revenues from high-cost 
loop and model support, and less than 3 percent of its revenues from all federal high-cost 
support combined. 

111. The Commission Should Adopt a Measured Approach to Intercarrier 
Compensation Reform. 

Given the complexity of intercarrier compensation reform and the high stakes for rural 
consumers and carriers, Windstream requests that the Commission put the intercarrier 
compensation reform proposal out for public comient and formal consideration by the 
Federal-State Separations and Universal Service Joint Boards and the Federal-S tate Joint 
Conference on Advanced Telecommunications Services. Public release of the proposal will 
allow stakeholders to provide specific information about potential impacts, as well as offer 
modifications for consideration if appropriate. Moreover, this action would be consistent with 
the Commission’s practice in other complex proceedings, such as when the Commission 
recently released its tentative conclusions and rules pertaining to the 700 MHz “D Block” 
auction.’ 

Sewice Rirles.for the 698-746, 747-762 and 777-792 MHz Bauds, Inplenreiitiiig a Nationwide, Broadband, 
Interoperable Public Safety Network iii the 700 MHz Baiid, Third Further Notice of Proposed Rulemaking, FCC 
08-2.30, WT Docket No. 06-1 50, PS Docket No. 06-229 (rel. Sept. 25,2008) (seeking comment on its tentative 
conclusions and rides designed to create a nationwide inteioperable public safety-private partnership through an 
auction of commercial spectrum (“D Block”)). 
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If it is serious about enabling the shift to an all-IP network, the Commission must 
obtain a fact-based understanding of associated costs and benefits, and then craft public 
policies that will thoughtfully reach that goal. Merely ordering it “to be so” will not produce 
an all-IP network. Instead, the Commission should initiate a proceeding to gather facts so it 
can make informed decisions about any such transition.” In particular, it could seek input 
from the states and other experts, such as the Federal-State Joint Board on Universal Service 
and the Federal-State Joint Conference on Advanced Telecommunications Services. 

The Commission’s response to the D.C. Circuit’s remand o f h  re Core 
Coiiznzziizicntiorils should not be used as justification for pushing out ill-considered 
comprehensive intercarrier compensation reforms. The stakes are too high and the details too 
important. The Commission can decide the issue of ISP-bound traffic on its own and 
separately seek comment on the comprehensive proposal before it, or with modifications as 
proposed below. 

Alternatively, if the Commission believes it must take additional steps to address 
intercarrier compensation reform at this juncture, Windstream offers the following 
modifications to the proposal under consideration. These concurrent, interrelated 
modifications would ensure that intercarrier compensation reforms are more fair and 
balanced. As a result, Windstream likely would support intercarrier compensation reform if 
its recommended changes were made to the existing plan, as we understand it. 

Windstream cautions, however, that the modifications outlined below, to be 
successful, must be made together and in the time sequence recommended. The intercarrier 
compensation plan, even with these revisions, would not make Windstream and other 
similarly situated carriers whole as compared to their position under the current intercarrier 
compensation regime (which Windstream recognizes is eroding). First, Windstream’s 
interstate access rate reductions to its target CAL,LS rates resulting from its conversion to 
price cap regulation would not be recovered via the intercarrier compensation replacement 
mechanism.’ Second, only SO percent of the revenue reduction resulting from interstate, 
intrastate, and reciprocal compensation rate reductions from $.OO65 to $.OO55 would be 
recovered through the replacement mechanism. Third, the increased subscriber line charges 
would not be fully recovered, as rate increases are restrained by competition. And to the 
extent changes are made that will impose further intercarrier compensation revenue losses, 
these modifications could place mid-sized price cap carriers in further financial jeopardy. 

Specifically Windstream proposes the following concurrerzt, interrelated 
modifications (which are outlined in further detail in the attached Appendix) to the intercarrier 
compensation plan currently before the Commission: 

lo Key questions to be asked are as follows: What steps are needed from a technological perspective to achieve 
the goal? How much will those changes cost? Woiild a transformation to all IP networks require regulation of 
the Internet backbone andlor transport arrangements to reach the backbone? What impact will such a 
transformation have on public safety? How would consumers benefit, and at what price? 

‘I Windstream is required to reduce its interstate access rates to its CALLS targets, but under this proposal the 
transition to the lower rate would be accomplished in three years, rather than the longer transition provided under 
the CALLS rules. 

5 



0 First, the Commission should transition each carrier’s intrastate rates to its interstate rate 
levels by study area over several years. 

0 Second, the Commission must provide mid-sized price cap carriers, like Windstream, 
access to a recovery mechanism for recovery of lost intercarrier compensation revenues, 
offset in part by the subscriber line charge (“SLC”) increases proposed in the plan (Le., 
$1.50 for residential and single line business and $2.30 for multi-line business). A wide 
array of parties are on the record supporting the need for such a mechanism.’’ Funds from 
this recovery mechanism, which should apply after imputation of the rate benchmark and 
SLC increases, could be limited to operating and capital expenditures associated with 
support, maintenance, enhancements, and expansion of broadband offerings. This 
measure would replace the proposal to tie the fbture receipt of high-cost universal service 
support to a 100 percent broadband deployment commitment. 

0 Third, the Commission should issue a Further Notice of Proposed Rulemaking 
cGFNPRM’) to seek comment on next steps and the framework for additional intercarrier 
conipensation reform. The Commission should seek comment on, among many other 
items: whether to establish one unitary rate for all intercarrier compensation; unified rates 
by carrier, state, or track; the methodology for setting rates and establishing “additional 
cost” under Section 252(d)(2); and the proper role of state commissions, the Federal-State 
Separations and Universal Service Joint Boards, and the Federal-State Joint Conference 
on Advanced Telecommunications Services. 

0 Fourth, the Commission should preserve the status quo with respect to ISP-bound traffic 
and make it clear that VoIP traffic must continue to pay access and reciprocal 
compensation charges until the Commission issues a final order resulting from the 
FNPRM. 

’‘ See, e.g., Letter from Larry Cohen, Communications Workers of America, President, to Kevin Martin, 
Chairman, FCC, WC Docket Nos. 06-122 and 0.5-337, CC Docket Nos. 96-45 and 01-92 (Oct. 27, ZOOS), at 3 
(urging the Commission to “establish a supplementary explicit universal service fund available to mid-size 
carriers for broadband build-out”); Letter from Brian Mefford, Connected Nation, Chairman and CEO, to Kevin 
Martin, Chairman, FCC, WC Docket Nos. 06-122 arid 05-337, CC Docket Nos. 96-4.5 and 01-92 (Oct. 27,2008), 
at 2 (urging the Conimission to establish universal service recovery mechanisms that “should be available to ail 
carriers of last resort, regardless of company size, structure or regulatory classification”); Letter from Walter 
McCormick, USTelecom, President, to Kevin Martin, Chairman, FCC, CC Docket No. 01-92 (Oct. 10,2008), at 
5, 7, 8 (declaring that “establishment of a credible and compensatory ARM is an essential element of 
comprehensive intercarrier compensation reform”); Letter from Curt Stamp, Independent Telephone and 
Telecommunications Alliance (I’TTA), President, to Secretary Dortch, Secretary, FCC, CC Docket No 01-92 
(Sept. 19, ZOOS), at 5 (recommending that mid-sized carriers be able to use an Alternative Recovery 
Mechanism); Letter from Tony Clark, Commissioner and Chair, NARUC Committee on Telecommunications, et 
al. to Kevin Martin, Chairman, FCC, CC Docket No. 01-92 (filed July 24,2006) (attaching the Missoula Plan) 
(proposing a plan that included a recovery mectianism, which could be used by mid-sized carriers) (“Missoula 
Plan Ex Parte Letter”). 
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Please contact me if you have any questions regarding this proposal. 

Respectfully submitted, 

/s/ Eric N. Einhorn 

Eric N. Einhorn 

cc: Dan Gonzalez 
Amy Bender 
Greg Orlando 
Scott Deutchman 
Nick Alexander 
Scott Bergmann 
Dana Shaffer 
Don Stockdale 
Marcus Maher 
Randy Clarke 
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Amendix 

Minimum Necessary Steps to Modify Proposal 

Years 1-3 -- Reduce terminating interstate, intrastate, and reciprocal compensation access 
rates for price cap carriers, phased in equal increments annually, to each carrier’s 
interstate CALLS target by study area pursuant to 47 C.F.R. 9 61.3(qq) (Le., $0.0095, 
$0.0065, or $0.0055). 

Years 4-5 -- Reduce terminating interstate, intrastate, and reciprocal compensation access 
rates for price cap carriers, phased in equal increments annually, to the lowest CALLS 
target pursuant to 47 C.F.R. § 61.3(qq)(l) (Le., $0.00SS) and unify any higher reciprocal 
Compensation rates to that level. 

Establish an Intercarrier Compensation Replacement Fund -- Provides a revenue 
replacement opportunity for revenue losses due to mandated rate reductions. 
- 
- 

Available to non-RBOC price cap carriers and Fairpoint. 
For Years 1-3, equals cumulative revenue loss due to intrastate and reciprocal 
compensation rate reductions, assuming maximum SLC increases. 
For Years 4-5, equals 50% of the total reduction (interstate, intrastate, and reciprocal 
compensation) to $0.00SS plus the cumulative total from Years 1-3. 
Each year the amounts received from the Fund would be indexed by the carrier’s 
previous year’s reported percentage of subscriber line loss. 
Could limit use of funds to support for operating and capital expenditures associated 
with support, maintenance, enhancements, and expansion of broadband offerings. 
Offset recovery from the Fund with imputed SLC increases. 
Establish a rate benchmark so as not to overburden consumers in states that have 
already rate rebalanced. 
This measure would replace the proposal to tie the future receipt of high-cost universal 
service support to a 100 percent broadband deployment commitment. 

- 

- 

- 

- 
- 

- 

Clarify treatment of VoIP traffic during transition, as follows: 
- VoIP to PSTN calls: Local (by telephone number) calls pay reciprocal compensation. 

Appropriate interstate and intrastate rates due on non-local calls (by telephone 
number) until interstate and intrastate rates are equal. 
PSTN to VoIP calls: Local calls pay reciprocal compensation. Originating and 
terminating access due on non-local calls. Terminating access rate declines as 
provided in the transition plan. Originating access remains until end of transition. 

- 

Issue a FNPRM seeking comment on steps for additional comprehensive intercarrier 
compensation reform during Years 5-10. The Commission should seek comment on, 
among many other items, whether to establish one unitary rate for all intercarrier 
compensation; unified rates by carrier, state, or track; the methodology for setting rates 
and establishing “additional cost” under Section 252(d)(2); and the proper role of state 
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Commissions; the Federal-State Separations and TJniversal Service Joint Boards; and the 
Federal-State Joint Conference on Advanced Telecommunications Services. 

0 Refer to the Federal-State Separations and Universal Service Joint Boards relevant issues, 
such as: whether to set a rate benchmark to constrain SL,C increases in high rate states; 
whether a mechanism is needed to replace access or reciprocal compensation revenues 
during the next stage; and the impact of any changes or transitions on the separations 
process. 

Preserve the status quo with respect to ISP-bound traffic, pending completion of the 
FNPRh4 referenced above. 
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I n  the Matter  of 

Intercarrier Compensation Reform 

Before the  
FEDERAL COMMUNICATIONS COMMISSION 

Washington, D.C. 20554 

) 
) 
) CC Docket No. 01-92 
1 
1 

COMMENTS OF VVINDSTREAM CORPORATION 

Windstream Corporation, on behalf of its incumbent local exchange carrier 

("ILEC"), competitive local exchange carrier (I'CLEC'') and  interexchange carrier 

subsidiaries (collectively, "Windstream"), submits the following Comments with 

respect to the Missoula Plan. 

Windstream is a diversified communications company whose various 

subsidiaries provide wireline local exchange services, interexchange services, 

Internet  service, broadband services, and  digital video services to customers located 

primarily in  rura l  areas  across the United States.  Windstream was formed by the 

merger of Alltel Corporation's separated landline business and Valor 

Communications Group, making Windstream the nation's largest local 

telecommunications carrier primarily focused in  rura l  markets. Windstream serves 

approximately 3.3 million customers in  16 states. 

Based on Windstream's experience, we agree with others assertions that the 

existing intercarrier compensation system and  mechanisms are  outdated and  not 

sustainable. The current system is a patchwork of inconsistent compensation 

methods resulting in  disparate compensation rules for similar traffic. As a result  of 



such disparity, customers are  denied alternative calling options, arbitrage 

opportunities abound, and Windstream, along with other carriers a re  spending 

excessive amounts of time and  resources monitoring and  veri@ing traffic flows in an 

at tempt  to receive lawful Compensation for the services provided. This is a n  

expensive and  unnecessary undertaking for the carriers that unfortunately impact 

the way they price and  deliver products to their  customers. 

For many years Windstream’s landline companies have supported 

reformation of the existing intercarrier compensation mechanisms with one that 

encourages commercial agreements, seeks to eliminate financial incentive to engage 

in  traffic routing arbitrage and  t reats  all service providers alike regardless of the 

technology used to deliver the services. These types of changes will bring much 

needed stability and  certainty to the marketplace and, therefore, encourage 

continued network investment for the benefit of customers and  carriers. The 

Missoula Plan as revised, addresses many, if not all of these issues. 

I. Windstream Supports The Missoula P lan  

The Commission itself has s ta ted that the current intercarrier compensation 

system is outdated and unsustainable and  distorts the telecommunications 

markets.1 The Missoula Plan is a significant step toward reforming this  outdated 

intercarrier compensation mechanism that was designed at a time of limited 

competition and limited technological diversity. In  contrast, the compensation 

I In the Matter ofDeveloping a UdedIntercarrier Campensation Regime, CC Docket No. 0 1-92, 
Fur ther  Notice of Proposed Rulemalung, 20 FCC Rcd. 4685, a t  fT 15 (released March 3, 2005). 
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mechanism se t  forth under the Missoula Plan better accommodates today's rapidly 

changing and  technologicaUy diverse telecommunications environment. Accordingly, 

the Commission should enact rules implementing the Missoula Plan as revised. 

A. The Missoula Plan Eliminates Outdated Jurisdictional Classifications. 

The existing inter-carrier compensation mechanisms assess different ra tes  

for interstate, intrastate,  local, intra-MTA, EAS and enhanced services traffic even 

though the network components utilized and  the services provided to originate and  

terminate such traffic are  virtually identical. While these regulatory and  

jurisdictional classifications may have served a legitimate purpose in  the past ,  they 

now incent improper traffic routing and  network arbitrage tha t  creates competitive 

imbalances. The current regulatory and  jurisdictional classifications a re  

unsustainable in a market where advancements in  technology, vibrant competition 

and  the emergence of products and  services that  bear no relation to historical 

regulatory classifications have brought dramatic changes to consumer behavior and  

expectations. 

The existing traffic classifications noted above under today's compensation 

mechanisms are obsolete and  increasingly irrelevant, as new technologies not tied 

to geographic boundaries flourish. Applying different intercarrier compensation 

rates  to traffic based on the jurisdiction of a call creates arbitrage opportunities, 

distorts network investment incentives and  discourages network efficiency. 

Eliminating the existing patchwork of traffic classifications for rating purposes and  
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assigning a single rate to similar traffic traversing the network will reduce 

arbitrage incentives, administrative costs, and  will promote the efficient use of the 

network. 

The Missoula Plan, after completion of a reasonable transition period, unifies 

the various intercarrier compensation rates  offered today by service providers based 

on their  track classification, determined by certain characteristics, and  ultimately 

results i n  service providers assessing the same rate  to all other service providers for 

similar types of traffic. This ra te  unification, in conjunction with all other 

components of the revised Missoula Plan, will provide service providers with much 

needed stability and  increased predictability in  their  wholesale revenue s t reams by 

eliminating or at least, significantly reducing, network arbitrage. Transitioning to  

unitary rates will reduce the number of billing disputes among service providers 

and  the related expensive monitoring efforts necessary under the existing 

mechanisms. The Commission itself has spent valuable resources reviewing several  

of these disputes, including but  not limited to, efforts to reclassify certain Enhanced 

Prepaid Calling Card calls as interstate for rating purposes. The Commission 

correctly concluded that these types of traffic routing based on improper regulatory 

interpretations were without merit  and  service providers on whose networks these 

calls traversed were lawfully entitled to intrastate access charges for calls 

originating and  terminating within the state.2 

2 In the Matter ofReguZation ofprepaid Calling Cards Services, WC Docket No. 06-68, Declaratory 
Ruling and  Report and  Order, 21 FCC Rcd. 7290 (Released J u n e  30, 2006). 
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By bringing stability and  increased predictability to service provider’s 

wholesale revenue s t reams and  reducing intercarrier rates, they will be better 

positioned to offer their  customers new products and services, more attractive 

product and  service bundles and increased calling scopes. Therefore, the 

Commission should expeditiously implement the Missoula Plan as revised. 

B. Under  the Missoula Plan, All Providers a re  Treated Alike. 

The existing intercarrier compensation regime applies different rules to 

similar services based on the underlying technology delivering the  service. As a 

result, service providers using newer technologies have a distinct competitive 

advantage compared to service providers using legacy technologies heavily 

burdened by long standing regulations. For example, several carriers have asked 

the Commission to declare that interexchange traffic transported using IP- 

technology should be exempted from access charges. More importantly, while the  

Commission reviews the merits of these petitions, certain carriers refuse to pay any 

portion of these lawful charges, while others refuse only to pay lawful intrastate  

rates, even though they are  using the terminating network in  the same manner  as 

any other interexchange carrier.3 

The Missoula Plan does not favor a particular technology or  class of service 

provider at the expense of others and  t reats  all service providers similarly, 

~~ 

3 See Petition for Declaratory Ruling that Var Tec Telecom, Inc. Is Not Required to PayAccess 
Charges to South western Beg Telephone Company or Other Terminating Ideal Exchange Carriers 
W e n  Enhanced Service Providers or Other Carriers Deliver the Cau9 to South western Ben or Other 
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regardless of the technology used to deliver the services. ILEC, CLEC, wireless, 

VoIP, and IP-enabled services are  all treated similarly under the Missoula Plan, 

and  providers of these services can compete without any economic preferences 

resulting from regulatory advantages and/or disadvantages. Under the Missoula 

P lan  all service providers will be charged identical ra tes  across all s ta tes  for 

terminating traffic to another provider's network, providing market  participants a n  

equal opportunity to compete. 

C. The Missoula Plan Addresses Phantom Traffic. 

Arbitrage also occurs under the existing compensation scheme when service 

providers intentionally route traffic over other carriers' networks in  a way that 

prohibits the terminating service provider from identifying the financially 

responsible party. The Missoula P lan  seeks to resolve most of the existing phantom 

traffic issues by establishing clear rules that require carriers to provide accurate 

call detail record information and  compensate network owners at the appropriate 

rates. This aspect of the plan is particularly critical during the transition period 

called for under the Missoula Plan to properly identify all traffic traversing the 

network. 

D. The Missoula Plan Provides Mid-Sized Carriers an Opportunity to Elect 
Incentive Regulation. 

_ _ _  ~ 

L;acaZ Exchange Carriers for Termination (filed August 20, 2004); see also Petition fir DecZaratoIy 
Ruling Regarding SeLfCertii?cation of IP-Originated VoIP Traffic (filed by Grande October 3,2005). 



Currently, mid-sized carriers a re  the only class of providers t h a t  do not have 

a clear path to elect incentive regulation for interstate services. Yet, competition 

continues to thrive in  the markets  served by mid-sized carriers, making reduced 

regulation and  pricing flexibility a necessity for mid-sized carriers to effectively 

compete. The Missoula Plan provides a viable incentive regulation plan for mid- 

sized carriers, such as Windstream. The Commission should support  the incentive 

plan included in  the Missoula Plan which will encourage companies to operate more 

efficiently, develop and offer new services and  rate  plans and  maintain existing 

customer service levels. Customer retention and  growth become key drivers i n  order 

to succeed in  a competitive market  and  the ability to achieve them is enhanced 

under incentive regulation. 

11. Early Adopter Fund Needs Fur ther  Development 

Windstream recognizes that the Missoula Plan is a compromise among a 

wide spectrum of industry participants. As already discussed in these Comments, 

Windstream supports the Missoula Plan because it resolves many of the  

outstanding issues affecting intercarrier compensation today a n d  provides a 

reasonable transition to minimize impacts on customers and  service providers. 

However, Windstream believes fur ther  details are  required with respect to the  early 

adopter fund. 

The Plan correctly recognizes tha t  some s ta tes  have made significant efforts 

to reform intrastate  intercarrier compensation and have established their  own s ta te  
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universal service funds in  that process.4 The Early Adopter Fund provision of the 

Nissoula Plan is designed to protect the reform efforts in  these s ta tes  and provides 

them with additional support if necessary. Windstream supports the goals of the 

Early Adopter Fund. Unfortunately, it is not clear how the  Early Adopter Fund will 

work o r  the impact it could have on existing s ta te  universal service funds. 

Windstream believes t h a t  implementation of the Missoula Plan should not 

negatively affect any s ta te  universal service funding and  reserves its right to 

further comment on this particular issue when the details of the  Early Adopter 

Fund are  finalized. 

111. Conclusion 

The existing intercarrier compensation mechanism is outdated, provides for a 

multitude of arbitrage opportunities that result i n  costly billing disputes and 

inhibits the offering of new service offerings to the detriment of customers. 

Comprehensive reform is the only viable solution to these intercarrier compensation 

problems. 

The Missoula Plan addresses and resolves the most significant issues 

affecting intercarrier compensation such as outdated jurisdictional classifications of 

traffic, treating all service providers alike regardless of the technology they use to 

provide their  services and phantom traffic. Resolving these contentious issues will 

4 Among the s ta tes  tha t  have established s ta te  universal service funds include Arkansas, Georgia, 
Nebraska, New Mexico, Oklahoma, Pennsylvania, South Carolina and  Texas. 
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provide regulatory certainty and  reduce administrative costs related to billing 

disputes. 

Furthermore, the Missoula Plan provides mid-sized carriers a n  opportunity 

to elect to be regulated under a n  incentive plan. This will result  in  reduced 

regulation and  improved pricing flexibility needed for mid-sized carriers to 

successfully compete. Accordingly, Windstream urges the Commission to 

expeditiously implement the Missoula Plan a s  revised. 

Respectfully submitted, 

Windstream Corporation 

By: ls l  
Cesar Caballero 
Director 
Regulatory Law and  Policy 

Windstream Corporation 
Mailstop: 1170-BlF03-53A 
4001 Rodney Parham Rd. 
Little Rock, Arkansas 72212 

(501) 748-7000 

October 25, 2006 
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Eric N. Einhorn 
V.P. Federal Government Affairs 
Windstream Communications, Inc 
1101 17Ih Street, N.W., Suite 802 
Washington, DC 20036 

(202) 223-7668 
eric.n einhorn@windstream com 

windstrea 

September 24,2008 

Marlene H. Dortch 
Secretary 
Federal Communications Commission 
445 1 2 ‘ ~  Street, sw 
Washington, DC 20554 

Re: Developing A Unified Intercarrier Compensation Regime, CC Docket 0 1-92; 
Intercarrier Compensation for ISP-Bound Traffic, WC Docket 99-68; Federal-State 
Joint Board on Universal Service, CC Docket No. 96-45; Universal Service 
Contribution Methodology, WC Docket No. 06- 122; High-Cost Universal Service 
Support, WC Docket 05-337; Petition of AT&T for Declaratory Ruling and Limited 
Waivers Regarding Access Charges and “ESP Exemption,” WC Docket No. 08-152; 
and Establishing Just And Reasonable Rates for Local Exchange Carriers, WC Docket 
07-135 

Dear Ms. Dortch: 

Yesterday, Cesar Caballero, Bill Kreutz, and I, all of Windstream, met with Nick 
Alexander, Legal Advisor to Commissioner Robert McDowell. We discussed Windstream’s 
proposal for reforming intercarrier compensation and universal service, as outlined in the 
attached document. 

Please feel free to contact me if you require additional information. 

Sincerely, 

I SI 

Eric Einhorn 

Attachment 

cc: Nick Alexander 



Windstream 

Intercarrier Compensation and Universal Service Reform 

09/2.?/2008 

I. Background 
9 Intercarrier compensation and universal service are interrelated and both are in need of 

comprehensive reform. 
9 Arbitrage opportunities abound in the current intercarrier compensation system and 

increasingly users of termination services are taking advantage of them (e.g., Phantom 
Traffic, traffic pumping) or even baldly refusing to pay lawful charges (e.g., IP-to- 
PSTN). Carriers are spending significant resources addressing these disputes and many 
remain unresolved. Revenues lawfully due but not collected divert resources from 
network operation and investment, including broadband deployment. This is especially 
important to carriers like Windstream that serve rural areas as Carrier of Last Resort. 

9 Universal service support mechanisms are outdated and do not provide adequate support 
to many high-cost rural areas of the Nation. Averaging of costs and inconsistencies 
between universal service support calculations and rate regulations are some of the issues 
the Commission should address to ensure all high-cost rural areas are adequately 
supported regardless of the carrier serving them. 

9 Reform must: help not hinder broadband deployment in rural areas; maintain revenue 
streanis adequate to support affordable, quality services by carriers of last resort in high-cost 
rural areas; reduce or eliminate arbitrage opportunities; ensure universal service support is 
targeted to high-cost areas (not merely to small carriers); and provide for reasonable 
transitions for consumers and carriers. 

11. Intercarrier Compensation Reform 
9 Broadband Deployment Impact - It is a patently absurd and unsupported argument that the 

current access regime is somehow “retarding” broadband deployment. Broadband is 
available to approx. 85% of Windstream’s customers at speeds of at least 3Mbps and up to 
12 Mbps. Almost 1 million customers subscribe. Material reductions in terminating 
revenues will actually make it more difficult, not less, for Windstream and other mid-sized 
price-cap carriers serving many millions of rural consumers to invest in additional broadband 
deployment. 

9 Dial Focused Plan - The Commission should expeditiously adopt a “dial focused” 
intercarrier compensation fix that fairly balances end user rates, intercarrier rates and 
universal service support such as the ITTA Plan or Missoula Plan. This is the logical next 
step following the trajectory of the CAL,LS and MAG reforms. Any plan that would require 
bill and keep or a near zero rate like $0.0007 (such as the Verizon Plan or VON “proposal”) 
would hobble mid-sized carriers’, like Windstream, ability to serve rural America and would 
illegally mandate uncompensated, below-cost terminating service. 
9 Equitable Consumer Burden - Reform should establish a national henchinark and 

ivnsonnble SLC cnps to help ensure all end-users are paying reasonably comparable and 
affordable rates. This will also result in less of a burden on the universal service fund. 
Carriers should not be obligated to go to the SLC caps, but as long as the carrier is below 
the national benchmark the SLC revenue should be imputed when calculating Recovery 
Mechanism support for that carrier. The FCC should not require, as the Verizon plan 
appears to, carriers to increase or impute SLCs to the cap in the Recovery Mechanism 
calculations even if the increase or imputation results in rates exceeding the national 
benchmark. 
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9 Unified, Not Uniform, Terminating Rates: 
9 Unify intercarrier rates for carriers in three tracks (such as in the ITTA proposal) to 

ensure network owners reasonable revenue streams for the use of their networks. 
Appropriately recognizes different obligations and circumstances of classes of 
carriers. Windstream supports a unitary rate for transport and termination such as 
$O.O09S for all types of traffic terminating to mid-sized price-cap ILECs (e.g., ITTA 
Track 2). It is reasonable to unify the terminating rates first and then originating. 

9 Not legal or necessary to require all carriers to have one low rate. Adopting a 
$0.0007 terminating rate would result in a windfall for current access payers with no 
public benefit, would undermine voice arid broadband service in rural areas, and 
would overburden the universal service fund. Significantly, the Verizon Plan would 
illegally deny reciprocal compensation to Windstream and many other price cap 
ILECs that have not adopted the $0.0007 rate. This would mdernziize, not enhance, 
broadband deployment in rural areas. 

9 Residual Recovery Mechanism - Revenue shortfall must be recovered through a 
recovery mechanism (“RM’). RM support should be disaggregated and frozen on a per- 
line basis. 

9 Minimum “Must DO” ICC Reform 
9 IP-to-PSTN Must Pay Jurisdictionalized Terminating Charges - The Commission 

should clarify that VoIP originated traffic terminating on the public switched network 
(“PSTN’) must pay jurisdictionalized terminating charges. VoIP-originated traffic is 
terminated to the PSTN in exactly the same way as circuit-switched traffic and is not 
subject to the ESP exemption. VoIP carriers choose to send traffic to the PSTN and must 
play by the rules of the PSTN. Doing so no more imposes legacy rules on VoIP traffic 
than requiring a British car in the USA to drive on the right. Once rates are unified, VoIP 
would pay the terminating unitary rate for all traffic terminated to the PSTN. 

9 One-way Traffic By Design - Traffic pumping and dial-up ISP traffic should not be 
subject to intercarrier compensation. 
9 Dial-up ISP traffic is, by design, comprised of large volumes of one-way traffic and 

continues to be significant in rural areas (several billions of minutes annually for 
Windstream alone). 

9 The Commission should affirm that ISP bound traffic delivered to a Virtual NXX 
(VNXX) is interexchange traffic and not subject to reciprocal compensation. 

9 Phantom Traffic - The FCC must adopt the USTelecom Phantom Traffic proposal to 
ensure that carriers can be identified and appropriately billed. 

111. Universal Service Reform 
9 Forward-Looking Support, Targeted to High-Cost Areas: 

9 At a minimum, the Commission should act now to place all price caD companies under a 
forward-looking mechanism, and reform the mechanism to eliminate eligibility 
requirements based on statewide average costs. These concurrent reforms would better 
direct funds to areas most in need of support. 

9 Continued reliance on implicit support through cost averaging over large geographic 
areas (in some cases entire states) is not sustainable. Carriers cannot sufficiently raise 
prices in urban or more populated areas to offset higher costs incurred in rural areas. 
Many states have failed to rebalance rates within their borders. 
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> In place of its current regime, the Commission should base high-cost support on an 
objective review of which individual communities are the most expensive to serve. 
Communities, for the purposes of this analysis, should be defined at the wire center or 
sub-wire center level. In assessing cost to serve these areas, the Commission should 
focus on population density, topography, and other regional features that determine the 
amount of money a provider of last resort must spend to offer service to the community. 

> When high-cost funding is a function of carriers’ historical costs, carriers are encouraged 
to keep costs high to justify the need for continued, substantial support. 

> Merely disaggregating support (i.e., shifting a carrier’s funds within its service area) fails 
to address the fundamental misallocation of funding resulting from the current system. 

> Support No More Than One Fixed and One Mobile Provider In an Area - The 
exorbitant growth in the universal service fund may be attributed in large measure to multiple 
carriers receiving support in the same geographic area. Universal service support should 
only be available to one fixed and one mobile provider per geographic area. 
9 Universal service should not be used to h n d  intra-mobile competition. On a trial basis, 

the FCC should assess whether auctions may be useful for reducing the number of 
multiple mobile CETCs to one per area. Auctions may also prove to be better way to 
determine CETC costs. The current rule irrationally allows multiple CETCs to receive 
support as a function of other carriers’ costs, which are unrelated to the CETCs’ costs and 
often are based on different technologies. 

> CETCs have no legitimate need for access charge replacement funding or local switching 
support. This support is premised upon regulatory and financial conditions inapplicable 
to largely unregulated CETCs. 

> The Commission could designate funds made available from eliminating unnecessary 
CETC funding to support under-funded high-cost areas. 

k Direct Broadband Funding, if Any, to Where It Can Greatest Impact Broadband 
Adoption 
9 As we move to a network based on broadband and IP technology, it is imperative that the 

Commission foster a stable environment for carriers to continue the efficient deployment 
of broadband and advanced telecommunications networks in rural America. 

> If the Commission merely extended the current distribution mechanism to include 
broadband, many carriers would receive funds for serving existing broadband customers 
while other carriers with unserved high-cost areas would not be eligible for meaningful 
per line support. 

> If the Commission decides to expand universal service to support broadband, such a 
reform should: (1) narrowly target support to high-cost areas where IZO broadband is 
deployed and (2) provide discounts to low income consumers to offset the cost of 
broadband where it is available (e.g., LifelinelLink-Up). 

> Limit Voice Support to the Amount Necessary for Offering Service at a Benchmark 
Rate -. Since the passage of the 1996 Act, some states have not taken steps to rebalance 
rates, remove implicit support, and/or establish explicit universal service funds. A 
benchmark rate would encourage reasonable and comparable rates across the nation and 
would help ease the burden on the universal service fund. 
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ALLTEL CORPORATION 
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Ms. Magalie Roman Salas, Secretary 
Federal Cominunications Commission 
445 lzth Street, sw 

August 2 1,200 1 

RECEIVED 
AUG 2 1. 2001 

p e y l w ~ ~  
~ O F M E s E C m N w  

Washington, D.C. 20554 

Re: Developing A Unified Intercarrier Compensation Regime 
CC Docket No. 01-92 

of ,I: EI, ti Inc. r( 

Dear Ms. Salas, 

Enclosed for filing by ALLTEL Communications Inc. are an original and four 
copies of its Comments in the matter referenced above. Should there be any questions 
regarding this matter, please contact the undersigned counsel. 

Sincerelv. 

(David C .  Bartlett 
Assistant Vice President 
Federal Regulatory Affairs 
601 Pennsylvania Avenue, NW 
Suite 720 
Washington, D.C. 20004 
(202) 783-3970 
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Executive Summary 

ALLTEL shares the views expressed by the Commission in the Notice that it is 

necessary to make fundamental changes to the regulatory system that currently governs 

communication services and providers. The digital revolution has rendered obsolete 

numerous regulatory categories, definitions, rules and constraints. Obsolete regulatory 

schemes carried over and applied to new techno-economic circumstances are inefficient 

and undercut the fundamental goals of national telecommunications policy. 

The Notice correctly singles out intercarrier compensation gaming schemes as 

wasteful and inefficient practices that send false signals to investors and entrepreneurs 

and cause inequitable transfers of wealth among carriers. It also correctly identifies that 

changing the method of cost recovery from substantial reliance on interconnecting 

carriers to exclusive reliance on customers cannot be done immediately or without 

substantial cost to some carriers, customers, parts of the country and investors. 

Before any new intercarrier coinpensationmechanism can be implemented, 

several conditional safeguards (some involving corresponding changes in other rules and 

policies) must be in place for the proposal to succeed. Carriers have conditioned their 

networks to operate in the current recovery environment. If that environment 

dramatically changes, carriers must have ample opportunity to design the means to offset 

the potential harm caused by the changes. Adoption of the Multi-Association Group 

Plan' as proposed would assist rate of return ILECs in the transition. Universal service 

support mechanisms must be guaranteed in a new intercarrier compensation environment 

and carriers must have the flexibility to offer varied pricing options to their customers. 
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The mechanism that emerges from this rulemaking must apply to all carriers, networks 

and technologies equally, and be implemented in both interstate and intrastate 

jurisdictions simultaneously. Otherwise, the regulatory arbitrage that limits the current 

system will continue to infest the next regime. 

The Commission specifically requests comment on the feasibility of using a bill 

and keep approach to achieve a unified regime for intercarrier compensation. While 

ALLTE3L supports modifications to current cost recovery mechanisms, we do not support 

a transition at this time to bill and keep for those intercarrier transactions not currently 

operating under a bill and keep system. Far less dramatic measures will have equally 

beneficial effects. Our comments emphasize the conditional nature of our support for any 

changes and spell out both the policy goals that must drive a new regime and the 

conditions that necessarily must precede or accompany adoption of any new intercarrier 

Compensation mechanism. 

AL,LmL believes the Commission has the opportunity to strike a better balance 

among the goals of the TelecommunicationsAct of I 996.2 The focus of much of the 

Commission’sactivityhas been to prepare the way for and to provide a sustaining 

environment for competition. The issues in this proceeding will require the Commission 

to focus intently on adapting its processes to foster less regulation and greater investment 

while protecting universal service, especially in rural areas, and consolidating gains 

achieved in creating a more competitive marketplace. 

’ In the Matter ofMirlti-Associatioil Groip (MjlG) Planibr Regiilatioii ofnterstate Services ofNon-Price 
Cap biciinibent Local Exchange Carriers and Interexchange Carriers, Report and Order, CC Docket 00- 
256, FCC 01-157 (rel. May 23,2001) (“MAG plan”). 

Telecoinmuriications Act of 1996, Pub. L,. NO. 104-104, I IO Stat. 56 (“I996 Act”). 
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For most carriers, the proposal to shift cost recovery from intercarrier settlements 

to carriers’ customers will be disruptive given the scale and scope of existing revenue 

streams involved. Moreover, absent appropriate transitions, there could be dramatic 

winners and losers among classes of carriers, customers, services and locations. 

ALLTEL respectfully suggests the Commission reconvene a Rural Task Force-like entity 

to further examine the potential impact of a new intercarrier Compensation mechanism 

based on a bill and keep or similar model. 

In the course of considering and implementing changes, the Commission must 

take great care to identify and anticipate disruptions and provide safety nets, damage 

control mechanisms and other ameliorative devices to ensure transitional equity. There 

must be assurances that regulatory change will provide the flexibilityboth in time and 

regulatory latitude, for entities to adapt to the new rules. 

Opportunities to allow ILECs to recover potentially large losses must be devised, 

i.e., allowing innovative pricing schemes, reducing the inefficiencies of asymmetrical 

regulation, sharing responsibilities for assuring universal service, and spreading the 

burden of carrier-of-last-resartobligations. Similarly, it is imperative that 

complementary changes in intrastrate rate regulation policies take place concurrently with 

any major interstate revision of intercarrier compensation. These and other safeguards to 

shield customers and their carriers-of-last-resortproviders (if only temporarily) should be 

conditionsprecedent to any major change and are, in any event, necessary to protect the 

public’s long terrn interest. 
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Washington, D.C. 20554 
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) 

Developing A Unified Intercarrier 1 CC Docket No. 01-92 
Compensation Regime 1 

COMMENTS 
OF 

ALLTEL COM[MUNICATIONS. INC. 

ALLTEL Communications, Inc., on behalf of its local exchange carrier affiliates 

and its various subsidiaries and corporate affiliatesproviding commercial mobile radio 

service (“CMRS”) services (hereinafter “ALLTEL” or the “ALLTEL Companies”) 

respectfully submits its comments in response to the Federal Communications 

Commission’s (the “Commission”)Notice of Proposed Rulemaking (”NPRM”Jn the 

above-captionedproceeding. 

ALLTEL is a diversified telecommunications and information services company 

headquartered in Little Rock, Arkansas. The ALLTEL companies largely serve small to 

mid-sized towns and cities where they provide a full complement of communications 

services and solutions including local wireline, competitive local exchange canier 

(“CLEC”), long distance, internet, cellular, paging, and advanced digital wireless 

services. 

The ALLTEL wireline companies consist of twenty-two (22) individual incumbent 

local exchange carriers (“ILEC”) which provide integrated telecommunications services 

to approximately 2.6 million access lines in 15 states. The ALLTEL wireless operations 

In the Matter ofDeveloping a Unified Intercarrier Compensation Regime, CC Docket No. 01-92,Notice 
dProposed Rulemaking FCC 0 1- 132 (rel. April 27, 2001) (“lntercarrier Compensation Notice”). 



provide service to 6.4 million customers throughout the Southeastern, southwestern and 

Midwestern United States. Additionally, 1.2 million customers subscribe to ALLTEL 

long distance, and the company provides more than 200,000 customers with Internet 

access. 

I. Introduction 

The Commission is to be commended for implementing this comprehensive 

reevaluation of the regulatory patchwork that currently governs intercarrier 

compensation. With this NPRXII, the Commission acknowledges the impediments, 

inconsistencies and inefficiencies of existing interconnection rate regulation and seeks a 

more permanent form of intercarrier compensation that will ultimately end the 

Commission’srole as regulatory referee. ALLTEL agrees with the Commission that an 

intercarrier compensation mechanism is needed to encourage more efficient use of, and 

investment in, telecommunications networks, while providing for the equitable 

development of ~ornpetition.~ Consistent with the pro-competitive and deregulatory 

goals of the 1996Act, ALLTEL endorses the Commission’s effort to establish a cost 

recovery mechanism that minimizes the need for regulatory involvement, both now and 

as competition continues to d e ~ e l o p . ~  The intercarrier compensation mechanism that 

ultimately flows from this proceeding will dramatically affect the future performance of 

the telecommunications industry and shape the welfare of its consumers, carriers and 

investors. During the transition, the Commissions must establish safeguards for rural 

consumers and the companies responsible for bringing both voice and broadband 

facilities to homes and businesses across America. As mentioned previously, ALLTEL 

Iniercarrier Coiilpeiisati~irNotice at 7 2. 
M 
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believes a logical step towards this goal would be the implementation of interstate access 

reform set forth in the MAG plan that is currently pending before the Commission. 

With this WRM, the Commission hopes to find “market-oriented solutions [that] 

may provide more timely adjustment and avoid distortions resulting from incorrect or 

outdated regulatory decisions.”6 ALLTEL applauds this effort. These comments will 

discuss the shortcomings of the existing mechanism, the goals of a unified intercarrier 

compensation mechanism, the potential impact of a bill and keep regime, the practical 

consequences of a dramatic restructuring of the existing intercarrier compensation system 

and the safeguard conditions that must be in place prior to any transition. 

11. Problems With the Existing Intercarrier Compensation Mechanism 

A. The Existing System is Unnecessarily Administratively Burdensome 

In the twenty-first century, competition in the telecommunications industry exists 

in a tenuous environment of patchwork rules and rates that results in avoidable 

administrative burdens on all carriers. Not only is the current regulatory framework of 

intercarrier compensation fraught with costly reporting requirements and administrative 

minutia, the basic tenets of the underlying cost model are being reevaluated; i.e.; 

transport costs (who is the “cost causer”); embedded costs vs. forward looking costs. 

Further study of these tenets is warranted. 

The Commission poses the question, should efficiency “be the sole or paramount 

goal of intercarrier c~ntpensation?”~ ALLTEL agrees with the Commission that 

increased efficiency based on deregulation must be a high priority, however, ALLTEL 

does not think adopting a bill and keep regime will encourage efficiency. The current 

Intercarrier Cot~iperrsutioiiNotice ai 734. 6 

’I Id. at 7 3 3 .  
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level of regulatory intervention is ineffective, impractical and too ofeen results in costly 

litigation, which delays investment and the provisioning of new services. A new 

intercarrier compensation regime based on bill and keep will likely have the same effect 

by detracting from rather than contributing to consumer welfare. 

B. The Existing System Provides Opportunities for Regulatory Arbitrage 

The Commission correctly emphasizes the incidence and impact of regulatory 

arbitrage and seeks to “eliminate or ameliorate most of the regulatory arbitrage 

opportunities caused by the existing . . .regulations.”* As the intercarrier compensation 

system exists today, there is an incentive to distort statehterstate differences, reciprocal 

compensation, enhanced service provider exemptions and engage in other profit- 

maximizing behavior borne of the inconsistent and asymmetrical blend of regulation that 

currently exists when carriers originate, transport and terminate traffic. 

The Commission deftly notes that “parties will revise or rearrange their 

transactions to exploit a more advantageous regulatory treatment, even though such 

actions, in the absence of regulation, would be viewed as costly or ineffi~ient.’’~ The 

resulting regulatory arbitrage distorts investment incentives and network efficiency by 

connecting profit to regulation rather than market conditions, thus creating the illusion of 

economic value where there is none. The proliferation of regulatory arbitrage, coupled 

with the technological advances of other communications platforms (voice over Internet 

protocol, wireless, cable and satellite service) will continue to erode current LEC 

revenue streams and introduce additional pressures on universal service. We caution that 

the changes being proposed may well create other regulatory arbitrage opportunities, 

a Ittiercarrier Cainpeitsatioit Notice at 7 52. 
~d~ at? 12. 
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especially among intrastate and interstate services or among voice services offered via 

internet protocol versus traditional voice services over the public switched network. 

Therefore, the Comission should consider the broadest possible analysis of a new 

system and be willing to evaluate such “sacred cows” as the Internet Service Provider 

(“ISP”) exemption or the universal service obligations of voice over Internet protocol 

providers. 

C. The Existing System Encourages Inefficient Investment Decisions 

Regulatory arbitrage encourages investment in facilities where value is derived 

exclusively from arbitrary administrative conventions. Such rules effectively tax some 

entities -consumers and investors - as a means of subsidizing others, all without 

increasing aggregate economic value. Arbitrage related to ISP-bound traffic is the most 

notorious example of regulatory intervention resulting in inefficient investment decisions. 

Numerous carriers based their business models on reciprocal compensation revenues 

derived from Internet bound traffic. By exploiting this regulatory loophole, these 

companies wagered their economic futures, and the dollars of their investors, on this 

continued stream of reciprocal compensation created predominantly by administrative 

rules that were applied on an inconsistent and untimelybasis. Such arcane regulation 

also kept ISP traffic on the switchednetwork which delayed deployment and 

improvement of technologies such as Digital Subscriber Line (“DSL,”). 

Regulatory arbitrage is a regulatory problem. That does not mean, however, that 

it requires the ultimate regulatory solution, Le., bill and keep. Other mechanisms such as 

unitary rates, or preferably greater pricing flexibility (thus, allowing the marketplace to 
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establish rates) will reduce arbitrage, direct traffic to more efficient networks and better 

utilize excess bandwidth. 

D. The Existing System Reflects Obsolete Market Conceptions 

Technologies are rapidly converging in the marketplace. The Commission must 

not lose sight of the fact that the communications marketplace of the future will 

ultimately be driven by technological advancement. New policy initiatives must 

anticipate that new technology platforms will be competing for existing customers. The 

efficient intercarrier compensationmechanism of the future should ultimately apply to all 

technology platforms and networks in the same manner. 

Consider Internet services. The consensus, based firmly in recent historical data, 

is that Internet Services will come to dominate those provided via different network 

protocols. Services provided via the Internet neither respect nor reflect most of the 

traditional boundaries and classifications of service used to define regulatory status. 

Internet services know no jurisdictional bounds; they are indifferent to local versus long 

distance distinctions; they ignore technological distinctions between, say, wireline and 

wireless propagation; and, most importantly, they are transparent with respect to different 

applications and content, i.e., voice, data, video, graphics, etc. Thus, as a practical matter 

all regulations based on these distinctions are obsolete. 

Traditional models of business are blurring. Denoting traffic as intrastate or 

interstate, toll or local, voice or data, is becoming increasingly counterproductive. The 

fastest growing communicationsplatforms are those that are not regulated by geographic, 

technological or economic boundaries and do not have clearly defined services requiring 
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separate pricing structures. The ineffective way intercarrier compensation is currently 

regulated is not reflective of this limitless communications marketplace. 

111. Objectives of a Unified Intercarrier Compensation Mechanism 

In seeking more permanent and progressive alternatives to the existing intercarrier 

compensation regime, the Commission hopes to consummate the pro-competitive vision 

of the 1996 Act. This vision includes numerous complex components. The most critical 

goals from ALLTEL’s perspective as they relate to intercarrier compensation are: 

e 

0 

e 

The current system’s patchwork of invasive and inconsistent regulation 

Deregulation reliant on market forces; 

Competitive viability of multiple carriers; 

Continued investment in advanced services; and 

Preservation and advancement of universal service. 

undermines these goals by relying on administrative rules rather than market conditions. 

The 1996Act’s pro-competitive vision will only be recognized if it is simultaneously 

considered in the context of its deregulatory intentions. We must examine how these 

important issues will be addressed by new intercarrier compensation mechanisms. 

A Deregulation Based on Market Forces 

Movement away from intercarrier Compensation and toward full cost recovery 

from customers will magnify and expand the case for less intrusive regulation. For 

ILECs currently under the most abstruse regulatory restraints, the Commission should 

reexamine traditional legacy rules whose negative impacts will be compounded in the 

context of any new intercarrier Compensationregime. Many of these legacy rules are 
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already outmoded and onerous in the converged telecommunications environment, and 

will become even more burdensome as the marketplace evolves. 

Deregulation must occur sooner than later. The Commission should move 

immediately to eliminate current rules which prevent carriers from offering innovative 

rate and services packages or other forms of pricing flexibility. The longer deregulation 

is delayed, the greater the detrimental affect on the industry, innovation and the 

consumer. 

A marketplace transition to a new intercarrier compensationmechanism should be 

devoid of lengthy pricing reviews and should allow contract pricing, term pricing, 

capacity-basedpricing and assorted bundles of services to be priced on a package basis. 

Examples of such ratemaking flexibility abound for interexchange carriers, diversified 

entrants and ISPs, all of whom routinely offer highly varied rate and service packages. 

Other pricing innovations should include the availability of multi-state local service 

options. Without this pricing flexibility, a carrier’s ability to recover costs from end users 

will be hampered, thereby throwing even greater responsibility for cost recovery on 

universal service mechanisms. Deregulation of the existing pricing system is an integral 

step toward competitive panty and market equilibrium reflecting true cost and value 

differences. 

R. Competitive Viability of Multiple Carriers 

The communications marketplace is in flux and will continue to develop 

differently from market to market. Competition’s survival and development will be 

contingent upon the Commission’s willingness to be competitively neutral and to eschew 

the asymmetric regulation that harms long-term consumer interests. 
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New intercarrier compensation mechanisms must not benefit the large national 

players at the expense of the smaller regional players. New mechanism must allow 

companies with smaller customer bases to reasonably recover costs and stay competitive 

with larger carriers. Existing mechanisms, such as wholesale opportunities, must 

continue to pravide support for retail offerings in areas that do not or cannot operate at 

full capacity. New mechanisms should not discriminate among different technologies or 

network configurations by favoring one over the other. The Commission has long 

proclaimed technological neutrality as a goal and should take great care here to assure 

that it is realized. 

ALLTEL’s wireline companies serve predominantly rural areas. Compared to 

non-rural carriers, rural carriers generally have higher operating and equipment costs, 

which are attributable to lower subscriber density and smaller exchanges. They lack 

certain economies of scale, scope and density. It is crucial to rural carriers that 

interexchange access charges be transitioned over a period of time, sufficient to avoid 

rate shock and capital spending interruptions. 

The Commission has already given price-cap TLECs the flexibility to manage 

reductions in interexchange access charges by adopting the CALLS Order. With the 

recent adoption of the Recilwocal Conzpeizsatiorz Order and the CLECAccess Charge 

Order the Commission has also adopted interim measures that allow ISPs and CLECs to 

anticipate and manage their financial futures. Rate of return carriers have been left 

without the flexibility to chart an economic glide path because the MAG plan is still 

pending before the Commission. 
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The MAG plan is a five year transitional plan intended to provide predictable 

levels of compensation to rural carriers so they may continue to provide affordable, 

quality services in rural America. ’* The MAG plan is a comprehensive plan that would 

create a more efficient access rate structure, more explicit universal service support and 

new incentives for rate of return carriers to increase efficiency and invest in advanced 

services. 

The MAG plan proposes to increase the cap on Subscriber Line Charges (SLC) 

for all rate of return ILECs, tracking the SLC caps for carriers subject to the CALLS 

Order. For certain ILECs, the plan also lowers the Composite Access Rate (CAR) to 1.6 

cents per minute on average two years after the start of the transition period. The MAG 

plan proposes a glide path that will allow rate of return ILECs flexibility to control 

administrative and regulatory burdens. Without the flexibility of such a plan, rate of 

return ILECs will not have adequate notice to avoid economic displacement and rate 

shock to customers. ALLTEL urges the Commission to adopt the MAG plan without 

modification. 

C. Continued Investment in Network and Advanced Services 

An orderly, managed transition must be established if new intercanier 

compensation regulation is going to drastically alter the way a carrier collects revenue 

and recovers legitimate costs. Rural carriers in particular must have time to modify their 

business plans to control costs and recover revenues fiom alternative sources if existing 

networks are to be maintained and advanced services are to be increasingly provisioned 

lo Federal-State Jaint Boor(/ on Uiiiversal Service, CC Docket No. 9645, Mtilti-Association Croiip (MAG) 
Plaii fo r Regirlatiori of interstate Sei-vices of NowPrice Cap Iiiciriiibent Local Exckaiige Carriers and 
/iite,-exchanige Carriers, CC Docket 00-256, Fourteenth Report and Order, para.1 (2001) (Foirrteeiith 
Report and Order). 
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in all regions of the nation. The Commission must adopt policies and mechanisms to 

accommodate thcsc market and operational circunstances faced by telecoi~~li~uilicaiioils 

carriers serving high cost areas. If prices are not affordable and reasonably comparable 

or cannot be sustained, universal service and/or continued wholesale charges must be 

available. 

While the average rural end user is denied advanced services and must absorb 

increased costs for existing service, the high volume end users will benefit from 

broadband roll out and reduced prices as new entrants continue to target the higher 

margin markets. As advanced services are rolled out to high margin markets without 

appropriate safeguards, the digital divide will widen between the rural and urban 

consumer. 

D. Preservation and Advancement of Universal Service 

The proposed plan will shift cost recovery responsibility among different 

beneficiaries and users of local networks. There will be winners and losers among 

different classes of carrier, customer, services and market location - especially with 

respect to rural and urban users. Thus, the proposed regime will necessitate adjustments 

and perhaps additions to current universal service support mechanisms. Reasonable 

assurances of the opportunity to recover costs sunk in current networks are absolutely 

imperative if capital markets are to continue to fund critical infrastructure investment to 

meet market demand and competitive pressures. Under the proposed regime, current 

wholesale cost recovery will shift to the end user. In areas where end user recovery 

results in rates that are not affordable and reasonably comparable to those available in 

urban areas, universal service support will be required. The Commission must assure that 
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appropriate mechanisms for assuring sufficient support are in place before exposing 

carriers to rate shocks that may accompany the proposed changes. 

The Commission must provide for universal service support in ways that are 

explicit, sufficient and predictable. It is unlikely that the current universal service 

mechanism will provide sufficient support for high cost areas under the proposed bill and 

keep regime. If the Commission intends to implement bill and keep for all current 

wholesale services, and bill and keep proposes to reduce both reciprocal compensation 

and access charges to zero, then there is a high probability that the states will ultimately 

be forced to reduce intrastate access rates to zero (since the incentive for regulatory 

arbitrage to bypass interstate access will be very high), placing an even greater potential 

burden on universal service. 

IV. Discussion of a Bill and Keep Regime 

Converting from the current intercarrier compensation network to bill and keep 

poses a daunting challenge. In our current calling-party-network-pays(“CPNP”) system, 

the calling party, deemed the primary beneficiary of the call, is responsible for the 

transport costs associated with the call. Under bill and keep, the called party would share 

in the cost of the call because of their decision to be an the network and receive calls. 

This economic principle of cost causation is consistent with the Commission’s desire in 

the NPRM to shift a portion of cost recovery to the end user customer. 

In the NPRM, the Commission includes a descriptionof two theoretical constructs 

offeringjustifications for a bill and keep approach to intercarrier compensation: Central 

Office Bill and Keep (“COBAK”) and Bill Access to Subscriber Cost Splits (“BASICS”). 

Both proposals rely on negotiating network interconnection agreements initially, but they 
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differ in the default provisions that would be triggered should negotiations fail. It should 

be noted that COBAK and BASICS are theoretical constructs untested by actual market 

events. 

Under COBAK, no carrier may recover any cost of its customers' local access 

facilities from an interconnecting carrier, and the calling party's network is responsible 

for the cost of transporting the call to the called party's central office. * *  In short, 

COBAK sets the cost of interconnectionbetween parties at zero requiring local carriers to 

recover the cost of termination from their end user, thereby theoretically eliminating the 

terminating access monopoly." The BASICS proposal proposes slightly different rules 

with a similar result: networks should recover all intra-network costs from their end-user 

customers, and the costs that result purely from interconnection are divided equally 

between the network~. '~  Under either default proposal, a significant portion of the cost 

recovery is shifted to the end user. In certain circumstances the impact will likely be so 

severe that the current universal service mechanisms will not be able to absorb the 

impact, both in terms of the sufficiency of support and in terms of maintaining equitable 

contributions. 

Both COBAK's and BASICS' default proposal contain flaws above and beyond 

the potential upheaval of universal service in the wake of radical revenue stream 

reductions. The BASICS proposal, in proposing a split in the incremental 

interconnection costs equally among carriers (with remaining costs recovered from the 

carrier's end user), does not clearly define how this would be accomplished. Carriers 

would bid on the right to provide transport to another network, but agreeing on the 

Intercarrier Compensation Notice at 7 23. I I  

l2  Id. at 7 53. 
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incremental cost of interconnection and refereeing the bidding process remains undefined 

and may require more regulatory intervention, not less. 

Under COBAK, a called party’s carrier cannot charge an interconnecting carrier 

to terminate a call (each carrier recovers the cost of the loop and local switch from its 

end-user). However, by making the calling party’s network responsible for the cost of 

transporting a call between the calling party’s central office and the called party’s central 

office, COBAK creates a potential point of interconnection (“POI”) problem. If a 

carrier’s switch is located many miles from where a call terminates, the originating 

carrier could incur huge costs in transporting traffic to a terminating carrier switch. 

These costs would be passed on to the end user customer. 

There needs to be a geographical limit on the network access provider’s 

obligations to reach the POI. Resolution of this POI issue, as well as other matters 

discussed below, will be critical determining factors in the viability of bill and keep as a 

workable replacement intercarrier compensation mechanism. 

IV. Practical Consequences of Bill and Keep 

Transition to an intercarrier compensation system based on bill and lceep will be 

slow and costly to rate of return carriers and their end users. As the implicit access 

revenue subsidies currently collected by rate of return carries moves to zero, legitimate 

costs will have to be recovered elsewhere. State access subsidies will likely decrease as 

well (to avoid arbitrage opportunities), potentially compounding the rate shock for ILEC 

customers. The Commissionacknowledges that such a shift would “likely result in some 

increase in flat-rated charges assessed against end users” and “further increase the rates 

Iniercarrier Compensation Notice at 7 2 5 .  13 
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of customers in high-cost  area^."'^ Rural carriers will have to rely on their smaller 

customer base and universal service to recover these costs. In order to keep these 

increased rates within reason, monies that could be better spent improving network 

quality and deploying advanced service will be reallocated. At a time when the demand 

for faster, reliable, ubiquitous broadband service is increasing across the nation, the 

possibility of network infrastructure degradation runs counter to the public interest. 

VII. Conditions Precedent to an Effective Intercarrier Compensation Mechanism 

In order to fulfill the objectives of a unified intercarrier compensation mechanism 

discussed above, the following conditions must be firmly established before the transition 

to a new intercarrier compensation regime commences: 

b Innovative Pricing Opportunities 

Transitional Equity 

0 

0 

First, the Commission must authorize dramatic pricing flexibility to allow carriers 

Universal Service Rights vs. Responsibilities for Carriers of Last Resort 

Companion and Concurrent Changes In Deregulatory Policies 

to better prepare for a new system. If an intercarrier compensation regime intends to 

replace access charges with increased end user rates, carriers must have the pricing 

flexibility to implement capacity-basedpricing plans, package pricing and other pricing 

plans to recover from end users in a reasonable and affordable manner. Otherwise, the 

true subsidy needs that must be calculated prior to the implementation of such a regime 

will be distorted. Second, the transitional equities issue will have to be addressed. A 

viable intercarrier compensation structure must allow each network access provider the 

l 4  Intercarrier Compensation Noiice ai 7 123 
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opportunity and flexibility to establish a mechanism to recover their network access costs 

from the end user customer at both the interstate and intrastate levels. Third, in 

conjunction with envisioned increase in end user rates, a comprehensive universal service 

mechanism must be in place that provides support for customers that reside in areas in 

which prices are not or will not be affordable. Fourth, the new regime must be 

implemented simultaneously at both the state and federal levels, otherwise, arbitrage 

opportunities will negate any benefits of a new intercarrier compensation mechanism. 

vTl[. Conclusion 

In order to achieve effective intercarrier compensation reform, the above 

mentioned safeguards will have to be present to minimize the collateral damage to end 

users of the new system. Discretion requires a further discussion of the current CPNP 

regime and continued analysis and assessment of the COBAK and BASICS proposals. 

ALLTEL urges cautious and conscientious analysis going forward and feels it would be 

beneficial for the Commission to issue a Further Notice of Proposed Rulemaking 

requesting additional comments on this subject. 

The proposed bill and keep system would fundamentally change the current cost 

recovery mechanisms. While ALLTEL supports reform of the existing patchwork of 

regulation, implementationof a theory-driven bill and keep system is not prudent without 

further investigation into the potential material impacts of such a regime. There are less 

drastic ways to improve the current intercarrier compensation system. Pricing flexibility 

must be immediately implemented to assist in determining true subsidy needs. The 

condition precedents discussed above must be in place prior to any intercarrier 

compensation transition. Adoption of the MAG plan would facilitate the transition. In 
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the interim, the benefits of deregulation based on pricing flexibility would be efficient, 

administratively Iess costly, and remove the Commission from its role as regulatory 

referee. 

A reasonable intercarrier compensation mechanism must provide all parties with 

the opportunity to minimize collateral harms. The Commission must take a broad look at 

all the participants that will be affected by this rulemaking. ALLTEL hopes these 

comments provide valuable insight that facilitates this rulemaking process. 

Respectfully submitted, 

ALLTEL Communications, Inc. 

David C. Bartlett 
Assistant Vice President 
Federal Regulatory Affairs 
601 Pennsylvania Ave, NW 
Suite 720 
Washington, D.C. 20004 
(202) 783-3970 

August 2 1,200 1 
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11. Please provide Windstream’s annual reports to shareowners for each year from 2004 
through 2007, and for 2008, if available. 

RESPONSES: This question is overly broad, is in excess of a reasonable number of discovery 
questions that should be allowed under law, and seeks information which is irrelevant to the 
matters set forth in Verizon’s Complaint. Without waiving the foregoing objections, Windstream 
East and Windstream West state as follows: 

l l (a )  Windstream West - Winstream West is not a publicly traded company and has no 
information responsive to this request. 

l l (b )  Windstream East - Windstream East is not a publicly traded company and has no 
information responsive to this request. 

Windstream East / Windstream West Respondent: Cesar Caballero 
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12. Please provide the presentations Windstream made to financial analysts and potential 
investors in each year from 200 1 through 2008. 

RESPONSES: See Responses to No. 1 1. 

Windstream East / Windstream West Respondent: Cesar Caballero 
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13. For each year from 2005 through 2008, please provide Windstream’s estimate of the 
percentage of terminating intercarrier traffic it receives that lacks sufficient call detail or 
signaling information to either (a) identify the carrier financially responsible for 
intercarrier charges or (b) apply the proper compensation regime for interstate access, 
intrastate access, and reciprocal compensation (such traffic generally and collectively 
known as “phantom traffic”). 

RESPONSE: This question is overly broad, vague and ambiguous, and in excess of a reasonable 
number of discovery questions that should be allowed under law. Without waiving the foregoing 
objections, Windstream East and Windstream West refer to Exhibit AT&T#13. 

Windstream East I Windstream West Respondent: Cesar Caballero 
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UNITED STATES DISTRICT COlJRT 
FOR THE EASTERN DISTRICT OF VIRGINIA 

ALEXANDRIA DIVISION 

WINDSTREAM COMMUNICATIONS, 
INC.; GEORGIA WINDSTREAM, LLC; 
OKLAHOMA WINDSTREAM, LLC; 
TEXAS WINDSTREAM, INC.; VALOR 
TELECOMMUNICATIONS OF TEXAS, LP 

TIONS SOUTHWEST; WINDSTREAM 
ACCUCOMM TELECOMMLJNICATIONS, 
LLC; WINDSTREAM ALABAMA, LLC; 
WINDSTREAM ARKANSAS, LLC; WIND- 
STREAM CONCORD TEL,EPHONE, INC.; 

STREAM GEORGIA COMMUNICATIONS, 

PHONE, LLC; WINDSTREAM GEORGIA, 
LLC; WINDSTREAM KENTUCKY EAST, 
LLC; WINDSTREAM KENTLJCKY WEST, 
LLC; WINDSTREAM MISSISSIPPI, LLC; 

D/B/A WINDSTREAM COMMUNICA- 
Civil Action No. 1 -08-cv-384 CMH/TRJ 

FIRST AMENDED COMPLAINT 
(with Jury Demand) 

WINDSTREAM FLORIDA, INC.; WIND- 

LLC; WINDSTREAM GEORGIA TELE- 

WINDSTREAM MISSOURI, INC.; WIND- 
STREAM NEBRASKA, INC.; WIND- 
STREAM NEW YORIC, INC.; 
WINDSTREAM NORTH CAROLINA, LLC; 
WINDSTREAM OHIO, INC.; WIND- 
STREAM OKLAHOMA, LLC; WIND- 
STREAM PENNSYLVANIA, LLC; 
WINDSTREAM SOLJTH CAROLINA, LLC; 
WINDSTREAM STANDARD, LLC; 
WINDSTREAM SIJGAR LAND, INC.; 
WINDSTREAM WESTERN RESERVE, 
INC.; and WINDSTREAM OF THE MID- 
WEST, INC., 

Plaintiffs, 
V. 

MCI COMMUNICATIONS SERVICES, 

VICES 
INC. D/B/A VERIZON BlJSINESS SER- 

Defendant. 
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Plaintiffs Windstreain Coimnuiiications, Inc.; Georgia Windstream, LLC; Oltlahoina 

Windstreain, LLC; Texas Windstreain, Inc.; Valor Telecommunications of Texas, LP d/b/a 

Windstreain Coimnunications Southwest; Windstream Accucoinin Telecoimnunications, LLC; 

Windstrearn Alabama, LLC; Windstreain Arkansas, LLC; Windstreain Concord Telephone, Inc.; 

Windstreain Florida, Inc.; Windstrearn Georgia Cormnunications, LLC; Windstreain Georgia 

Telephone, LLC; Windstreain Georgia, LLC; Windstrearn Kentucky East, LLC; Windstrearn 

Kentucky West, LLC; Windstream Mississippi, LLC; Windstream Missouri, Inc.; Windstreain 

Nebraska, Inc.; Windstream New York, Inc.; Windstream North Carolina, LLC; Windstream 

Ohio, Inc.; Windstreain Oltlahoina, LLC; Windstreain Pennsylvania, LLC; Windstream South 

Carolina, LLC; Windstreain Standard, LLC; Windstream Sugar Land, Inc.; Windstream Western 

Reserve, Inc.; and Windstreain of the Midwest, Inc. (collectively, “Plaintiffs” or “Windstreain”) 

for this complaint against defendant MCI Communications Services, Inc. d/b/a Verizon Business 

Services f/k/a MCI WORLDCOM Coimnunications, Inc. (“MCI”) allege as follows: 

NATURE OF ACTION 

1. This case involves the failure of MCI to pay legally required charges for its use of 

Plaintiffs’ local network facilities to originate, receive and complete long-distance calls. When- 

ever one of MCI’s long-distance customers males a long-distance call froin a telephone con- 

nected to Windstreain’s network, MCI uses Windstream’s local facilities to “originate” the MCI 

long-distance call to the called party. Whenever one of MCI’s long-distance customers inalces a 

long-distance call to oiie of Windstreain’s local telephone customers, MCI uses Windstreain’s 

local facilities to complete, or “terminate,” the MCI long-distance call to the called party. To the 

extent that such calls are between a calling party and a called party who are both located in the 
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same state, MCI is required to pay Plaintiffs for this “access” to their local exchange facilities 

pursuant to Plaintiffs’ state tariffs on file with the applicable state regulatory coimissions. To 

the extent that such calls are between a calling party and a called party who are located in 

different states, MCI is required to pay Plaintiffs for this “access” to their local exchange facili- 

ties pursuant to Plaintiffs’ interstate tariffs on file with the Federal Communications Coimnission 

(“FCC”). 

2. While MCI has paid a portion of the lawful access charges billed by Plaintiffs in 

accordance with their state tariffs, MCI has wrongfully withheld a significant portion of the 

payments billed and due for the access services that Plaintiffs have provided. Despite MCI’s 

refusal to fully pay its bills to Plaintiffs, MCI continues to rely upon and use Plaintiffs’ networks 

to deliver its calls. In addition, MCI has in certain instances avoided payment of intrastate access 

charges by misrepresenting to Plaintiffs that certain calls between parties in the same state were 

in fact interstate or international calls, and thus caused Plaintiffs to bill MCI at the lower inter- 

state or international rate, rather than the higher in-state or “intrastate” rate. Plaintiffs seek to 

recover the access charges that MCI has unlawfully avoided or failed to pay, together with 

interest and late charges in accordance with Plaintiffs’ tariffs. 

JURISDIC‘TION AND VENUE 

3. Plaintiffs contend that MCI violated the Coimnunications Act of 1934, 47 1J.S.C. 

9 151 et seq. and breached Plaintiffs’ federal tariffs. Thus, this case arises under the laws of the 

United States. This Court has federal question jurisdiction over this action pursuant to 28 [J.S.C. 

3 1331 and 28 U.S.C. Ij 1337. 
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4. This Court has supplemental jurisdiction of Plaintiffs’ state-law claims under 28 

U.S.C. Q 1367. 

5. Venue is proper in this judicial district under 28 U.S.C. Q 1391(a)(2), as a substan- 

tial part of the events or omissions giving rise to the claims occurred in this district. 

PARTIES 

6. Windstreain Coiwnunications, Inc. (“Windstream Comnunications”) is a Dela- 

ware corporation and is a coinpetitive local exchange carrier (“CLEC”) providing local telephone 

and other telecoinmunications services to comnunities in parts of Arkansas, North Carolina and 

Pennsylvania. Windstream Coininuiiications’ principal place of business is 400 1 Rodney Parham 

Road, Little Rock, AR 72212. 

7. Windstream of the Midwest, Inc. (“Windstream Midwest”) is a Nebraska corpora- 

tion and is a CLEC providing local telephone and other telecoinmunications services in parts of 

Nebraska. Windstream Midwest’s principal place of business is 400 1 Rodney Parhain Road, 

Little Rock, AR 722 12. 

8. Georgia Windstreain, LLC (“GA- Windstream”) is a Delaware limited liability 

coinpany and is an incumbent local exchange carrier (YLEC”) as defined by 47 U.S.C. Q 251(h), 

providing local telephone and other telecoimnunications services in parts of Georgia. GA-. 

Windstream’s principal place of business is 4001 Rodney Parhain Road, Little Rock, AR 72212. 

9. Oklahoma Windstream, LL,C (“OK-Windstreain”) is an Oklahoina limited liabil- 

ity coinpany and is an ILEC as defined by 47 U.S.C. Q 251(h), providing local telephone and 

other telecoininunications services in parts of Oltlahoma. OK-Windstream’s principal place of 

business is 400 1 Rodney Parham Road, Little Rock, AR 722 12. 
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10. Texas Windstreain, Inc. (“TX-Windstream”) is a Texas corporation and is an 

IL,EC as defined by 47 U.S.C. 9 251(h), providing local telephone and other telecoimnunications 

services in parts of Texas. TX-Windstream’s principal place of business is 4001 Rodney Parhain 

Road, Little Rock, AR 722 12. 

I 1. Valor Telecommunications of Texas, LP d/b/a Windstream Communications 

Southwest (“Valor”) is a Delaware limited partnership and is an ILEC as defined by 47 1J.S.C. 5 

25 l(h), providing local telephone and other telecoininunications services in parts of Texas, 

Arltansas, Oklahoma, and New Mexico. Valor’s principal place of business is 4001 Rodney 

Parhain Road, Little Rock, AR 72212. 

12. Windstream Accucoimn Telecoimnunications, LLC (“Windstream AccucoImn”) 

is a Georgia limited liability company and is an ILEC as defined by 47 U.S.C. 3 25 l(h), provid- 

ing local telephone and other telecoimnunications services in parts of Georgia. Windstream 

Accuco1nm’s principal place of business is 4001 Rodney Parhain Road, Little Rock, AR 72212. 

13. Windstreain Alabama, LLC (“Windstream-AL,”) is an Alabama limited liability 

company and is an ILEC as defined by 47 1J.S.C. 0 251(h), providing local telephone and other 

telecoimnunications services in parts of Alabama. Windstream- AL’s principal place of business 

is 4001 Rodney Parhain Road, Little Rock, AR 72212. 

14. Windstreain Arltansas, LLC (“Windstreain-AR”) is a Delaware limited liability 

company and is an ILEC as defined by 47 U.S.C. 251(h), providing local telephone and other 

telecommnunications services in parts of Arltansas. Windstream- AR’s principal place of business 

is 4001 Rodney Parhain Road, Little Rock, AR 72212. 

15. Windstreain Concord Telephone, Inc. (“Windstrearn Concord”) is a North Caro- 

lina corporation and is an ILEC as defined by 47 1J.S.C. 5 25 l(h), providing local telephone and 
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other telecoimnunications services in parts of North Carolina. Windstreain Concord’s principal 

place of business is 4001 Rodney Parham Road, Little Rock, AR 72212. 

16. Windstreain Florida, Inc. (“Windstreain-FL,”) is a Florida corporation and is an 

ILEC as defined by 47 L7.S.C. 9 25 I (h), providing local telephone and other telecommunications 

services in parts of Florida. Windstreain-FL’s principal place of business is 400 1 Rodney Parhain 

Road, Little Rock, AR 722 12. 

17. Windstreain Georgia Coimnunications, LLC (“Windstreain GA Coinin.”) is a 

Georgia limited liability company and is an ILEC as defined by 47 U.S.C. 5 251(h), providing 

local telephone and other telecoimnunications services in parts of Georgia. Windstreain GA 

Coimn.’s principal place of business is 4001 Rodney Parhain Road, Little Rock, AR 72212. 

18. Windstreain Georgia Telephone, LLC (“Windstreain-GA Tel.”) is a Georgia lim- 

ited liability company and is an ILEC as defined by 47 U.S.C. 5 251(h), providing local tele- 

phone and other telecoinmunications services in parts of Georgia. Windstream-GA Tel. ’s 

principal place of business is 4001 Rodney Parhain Road, Little Rock, AR 72212. 

19. Windstreain Georgia, LLC (“Windstreain-GA”) is a Georgia liinited liability 

company and is an ILEC as defined by 47 U.S.C. 5 251(h), providing local telephone and other 

telecoimnunications services in parts of Georgia. Windstream-GA’s principal place of business is 

4001 Rodney Parhain Road, L,ittle Rock, AR 722 12. 

20. Windstreain Kentucky East, LLC (“Windstreain-KYE”) is a Delaware limited li- 

ability company and is an ILEC as defined by 47 U.S.C. 5 25 l(h), providing local telephone and 

other telecoinmunications services in parts of Kentucky. Windstream-KYE’s principal place of 

business is 4001 Rodney Parhain Road, Little Rock, AR 72212. 
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2 1. Windstreain Kentucky West, LLC (“Windstream-KYW”) is a Kentucky liinited 

liability company and is an IL,EC as defined by 47 U.S.C. 0 251(h), providing local telephone 

and other telecoinrnunications services in parts of Kentucky. Windstreain-KY W’s principal place 

ofbusiness is 4001 Rodney Parhain Road, Little Rock, AR 72212. 

22. Windstream Mississippi, LL,C (‘cWiiidstream-MS”) is a Delaware liinited liability 

coinpany and is an ILEC as defined by 47 1J.S.C. 5 251(h), providing local telephone and other 

telecoimnunications services in parts of Mississippi. Windstreain-MS’ principal place of busi- 

ness is 4001 Rodney Parhain Road, Little Rock, AR 72212. 

23. Windstreain Missouri, Inc. (“Windstream-MU’) is a Missouri corporation and is 

an ILEC as defined by 47 U.S.C. 4 251(11), providing local telephone and other telecormnunica- 

tions services in parts of Missouri. Windstreain-MO’s principal place of business is 4001 Rodney 

Parharn Road, Little Rock, AR 72212. 

24. Windstreain Nebraska, Inc. (“Windstream-NE”) is a Delaware corporation and is 

an ILEC as defined by 47 U.S.C. 5 25 l(h), providing local telephone and other telecornmunica- 

tions services in parts of Nebraska. Windstream-NE’S principal place of business is 4001 Rodney 

Parhain Road, Little Rock, AR 72212. 

25. Windstreain New York, Inc., (“Windstream-NY”) is a New York corporation and 

is an ILEC as defined by 47 U.S.C. 9 25 l(h), providing local telephone and other telecommuni- 

cations services in parts of New York. Windstreain-NY’s principal place of business is 4001 

Rodney Parham Road, Little Rock, AR 72212. 

26. Windstream North Carolina, LLC (“Windstream-NC”) is a North Carolina liinited 

liability coinpany and is an ILEC as defined by 47 U.S.C. 5 251(h), providing local telephone 



Case 1 :08-cv-00384-CMH-TKJ Document 5 Filed 05/16/2008 Page 8 of 27 

and other telecommunications services in parts of North Carolina. Windstream-NC’s principal 

place of business is 4001 Rodney Parhain Road, Little Rock, AR 722 12. 

27. Windstream Ohio, Inc. (“Windstream-OH’) is an Ohio corporation and is an 

ILEC as defined by 47 {J.S.C. 9 2.5 I(h), providing local telephone and other telecoimnunications 

services in parts of Ohio. Windstreain-OH’S principal place of business is 4001 Rodney Parharn 

Road, Little Rock, AR 722 12. 

28. Windstream Oltlahoina, LLC (“Windstream-OK”) is a Delaware limited liability 

company and is an ILEC as defined by 47 U.S.C. 4 2.51(h), providing local telephone and other 

telecoimnunications services in parts of Oltlahoina. Windstreain-OK’s principal place of busi- 

ness is 400 1 Rodney Parhain Road, Little Rock, AR 722 12. 

29. Windstream Pennsylvania, LLC (“Windstream-PA”) is a Delaware limited liabil- 

ity company and is an ILEC as defined by 47 U.S.C. 6 251(h), providing local telephone and 

other telecominunications services in parts of Pennsylvania. Windstream-PA’s principal place of 

business is 400 1 Rodney Parhain Road, Little Rock, AR 722 12. 

30. Windstream South Carolina, LLC (“Windstream-SC”) is a South Carolina limited 

liability company and is an ILEC as defined by 47 U.S.C. 3 2.51(11), providing local telephone 

and other telecomnunications services in parts of South Carolina. Windstream-SC’s principal 

place of business is 4001 Rodney Parhain Road, Little Rock, AR 72212. 

3 1. Windstream Standard, LLC (“Windstream-Std.”) is a Georgia limited liability 

company and is an ILEC as defined by 47 U.S.C. 5 251(h), providing local telephone and other 

telecoimnunications services in parts of Georgia. Windstream-Std.’s principal place of business 

is 4001 Rodney Parhain Road, Little Rock, AR 72212. 

-8- 
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32. Windstream Sugar Land, Inc. ("Windstreamn-SL") is a Texas corporation and is an 

ILEC as defined by 47 U.S.C. 5 251(h), providing local telephone and other telecoimnunications 

services in parts of Texas. Windstream-SL's principal place of business is 400 I Rodney Parham 

Road, Little Rock, AR 72212. 

33. Windstreain Western Reserve, Inc. ("Windstream-WR") is an Ohio corporation 

and is an IL,EC as defined by 47 U.S.C. 5 251(h), providing local telephone and other telecomn- 

iriunications services in parts of Ohio. Windstreatn-WR's principal place of business is 400 1 

Rodney Parham Road, Little Rock, AR 722 12. 

34. Each of the aforementioned Plaintiffs is either a direct or an indirect subsidiary of 

Windstream Corporation, a Delaware corporation with its corporate headquarters located at 400 I 

Rodney Parhain Road, Little Rock, AR 72212. 

35. MCI Coininunications Services, Inc. d/b/a Verizon Business was formerly lcnown 

as MCI WORLDCOM Coimnimications, Inc. and changed its naine to MCI Comnimications 

Services, Inc. in or around 2005. It is an interexchange carrier incorporated in Delaware and has 

its principal place of business in Ashburn, Virginia. 

BACKGROUND 

The Access Charge Regime 

36. This action centers on MCI's non-payment of switched access charges owed to 

Plaintiffs in accordance with Plaintiffs' lawful tariffs. Access charges are the fees that long- 

distance carriers (also known as "interexchange carriers" or "IXCs") such as MCI must pay to 

local exchange carriers such as Plaintiffs to defray the costs associated with the IXCs' use of the 

Iocal exchange carriers' facilities for originating and teiininating long-distance calls. These 

switched access charges are established and mandated by federal and state regulations and tariffs. 

-9- 
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37. Since the breakup of the Bell System in 1984, local exchange carriers (“LECs”), 

such as Plaintiffs, and long-distance carriers, such as MCI, have played largely distinct roles in 

the telecoinrnunications industry. L,ECs have primarily carried local calls - i.e., calls between 

end users located within local calling areas or exchanges. Long-distance carriers have tradition- 

ally carried calls between exchanges, on both an intrastate and interstate basis. This long- 

distance service is lcriown as “interexchange” service. 

38. In order to provide long-distance “interexchange” service, carriers such as MCI 

typically establish one or inore points of presence (“POPS”) within a given area. POPs are 

facilities that provide a point of interconnection between local exchange networks and interex- 

change networks. When a customer makes an interexchange call, that customer‘s local exchange 

carrier transports the call over the local exchange carrier’s network to the POP of the long- 

distance carrier that the customer has selected (say, MCI). The long-distance carrier then trans- 

ports the call from the POP in the area where the calling party is located (k., where the call 

originates) to the POP in the area where the called party is located (ie. ,  where the call termi- 

nates). The called party’s local exchange carrier then receives the call from the long-distance 

carrier, either directly or through an intermediary, and delivers it to the called party. 

39. The transmission of an interexchange call from the calling party to a long-distance 

carrier is known as “originating access.” The transmission of an interexchange call from a long- 

distance carrier to the called party is known as ‘‘terminating access.” 

40. With respect to Plaintiffs’ access services provided to MCI, federal and state tar- 

iffs dictate the appropriate originating and terminating access charges that apply to a given 

interexchange call, depending on whether the call is interstate, international, or intrastate. If the 

call originates in one state and terminates in another, the access charges that apply are set forth in 
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interstate tariffs filed with the FCC. If the call originates or terminates outside the United States, 

the access charges that apply are also set forth in interstate tariffs filed with the FCC. If the call 

originates and terminates within the same state, the access charges that apply are set forth in 

intrastate tariffs fiied with individual state regulatory commissions. 

41. For historical and regulatory reasons beyond the scope of this Complaint, Plain- 

tiffs’ intrastate access charges are typically higher than their interstate access charges. 

42. Most of MCI’s traffic bound for Plaintiffs’ customers is provided over large 

capacity telephone lines called trunks between MCI’s POP and Plaintiffs’ tandem switches or the 

tandem switches of another LEC. A tandem switch is an intermediate switch that connects one 

trunk to another, providing an intermediate connection between the originating telephone call 

location and the switch (“end office switch”) that serves the end user customer. The tandem 

switch then directs the call to the end office switch that serves the end user customer that is the 

recipient of the call. Plaintiffs also have direct end office trunk connections froin MCI. 

MCl’s Disputes of its Oblbation to Pav Access Charges to Plaintiffs 

43. During the entire relevant period, Plaintiffs have offered and MCI has utilized in- 

trastate switched access service pursuant to Windstream’s tariffs filed with the respective state 

coinmissions and interstate switched access service pursuant to tariffs filed with the FCC. The 

provisions of the intrastate tariffs are binding on MCI and govern the rates, terms and conditions 

by which Plaintiffs provide intrastate switched access services to MCI. The provisions of the 

interstate tariffs are binding on MCI and govern the rates, terms and conditions by which Plain- 

tiffs provide interstate and international switched access services to MCI. 

44. MCI has disputed and withheld payment of portions of Plaintiffs’ invoices based 

on its assertion of two different theories - neither of which has merit. MCI’s first theory is based 
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on its contention that certain calls between parties in the same state were only subject to inter- 

state access charges because the calls were prepaid calling card calls that MCI incorrectly asserts 

were the subject of an FCC decision (discussed below) allowing MCI to avoid paying intrastate 

access charges even where the caller and called party are in the same state. MCI is incorrect that 

the FCC decision exempts such prepaid card calls from intrastate access charges, and Plaintiffs 

do not concede that the calls in question qualify for such an exemption, even if one could be said 

to exist. Moreover, the FCC decision upon which MCI has relied was recently vacated by an 

appellate court. Qwest Services Corp v FCC, Case No. 06-1274 (D.C. Cir., Dec. 4, 2007). 

45. For some time prior to 2005, MCI had been offering a long-distance telephone 

service using prepaid calling cards. To use the prepaid calling card, the purchaser dialed a toll- 

free number that connected with a calling card platform operated by MCI. The purchaser then 

entered a code provided by MCI or its representative and then dialed the number of the called 

party. For many years prior to 2005, the FCC made clear that the jurisdiction of such calls 

(interstate or intrastate) was determined by reference to the locations of the calling and called 

parties, and not by the location of the calling card platform. For example, if a caller in Georgia 

placed a long distance call to a Windstream customer elsewhere in Georgia, the long-standing 

rulings of the FCC required that the call be treated as an intrastate call subject to intrastate access 

rates, even if the call was routed by an IXC such as MCI through a calling card platform in 

another state. 

46. Under Plaintiffs’ tariffs, billing of terminating access charges as interstate or in- 

trastate is based on data transmitted by the interexchange carrier that identify the location of the 

calling party, using the first six digits of the caller’s IO-digit telephone number (referred to as the 

“NPA-NXX”). 
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47. On infomation and belief, consistent with prevailing law, MCI correctly transmit- 

ted to Plaintiffs the NPA-NXX of the calling party (and not the NPA-NXX of the calling card 

platfoim) for at least some of its prepaid card calls. This enabled Plaintiffs to issue bills to MCI 

for switched access service based on the correct .jurisdiction of the calls. 

48. As stated above, however, MCI refiised to pay some of Windstreain’s invoices 

that were based on the correct jurisdiction of the calls, citing two theories. Under the first theory 

offered by MCI to support its refusal to remit full compensation to Plaintiffs, MCI asserted 

incorrectly that it was justified in failing to fully pay Plaintiffs’ lawfully billed intrastate access 

charges for prior periods between approximately January 2005 and October 2006 based on an 

FCC decision, released June 30, 2006, to which the FCC assigned the number 06-79 and in 

which the FCC appeared to deny prior claims for reasons of “manifest injustice”. That decision, 

which was vacated on appeal as to “manifest injustice” to claims for prior periods, related to 

“menu-driven” prepaid calling cards, which a caller could use to gain infomation, such as 

weather or horoscope, as well as to place conventional telephone calls. The FCC reiterated that 

when callers placed long-distance telephone calls with such prepaid cards, such calls were 

telecommunications services subject to access charges and the jurisdiction of the calls was 

determined by the location of the calling and called parties, which is consistent with the call 

detail provided to Plaintiffs by MCI with regard to the prepaid card calls. 

49. The FCC recognized that some parties “may have relied on the assumption that 

they would not be subject to . . . burdens” such as payment of access charges and found that in 

such cases, it would work a “manifest injustice” to apply its ruling retroactively. Such exeinp- 

tion clearly does not apply to MCI because MCI manifested its recognition that its menu-driven 

card calls were telecommunications services by paying access charges, and manifested its 

-4 .i 
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recognition that the charges were based on the location of the calling and called parties by 

providing Plaintiffs with call detail data reflecting the locations of the calling parties. MCI now 

contends incorrectly that, notwithstanding the requirement in Plaintiffs’ tariffs that the jurisdic- 

tion of the calls be determined on the basis of the call detail provided by MCI, Plaintiffs must 

ignore the call detail provided by MCI and treat all of MCI’s prepaid card calls as interstate 

(even where the caller and the called party are both in the same state). MCI’s assertion that it is 

not responsible for amounts owed for these prior periods is not supported by the FCC’s decision, 

and even if that were the case--which it is not--the FCC’s “manifest injustice” decision was 

vacated by the appellate court. 

50. MCI’s second theory for rehsing to remit proper intrastate access charges to 

Windstream on calls between parties in the same states is rooted in MCI’s contention that the 

calls were carried in whole or in part as voice over internet protocol (“VoIP”) calls. 9’ ince 

approximately April 2005, and continuing through the present, MCI has wrongfully remitted 

only compensation equivalent to Plaintiffs’ interstate access charge rates on calls MCI contends 

were VoIP calls, even when those calls were placed between parties located in the same state. 

Those calls are intrastate calls subject to Plaintiffs’ intrastate access charges. MCI’s assertion is 

incorrect that such intrastate VoIP calls are exempt from intrastate access charges. 

51. Plaintiffs do not concede that the calls for which MCI disputed Plaintiffs’ access 

bills are either menu-driven prepaid card calls or VoIP calls. 

52. The amounts that MCI has improperly withheld as described above are well in 

excess of $3,000,000.00. 

53. In addition, on information and belief, MCI has also improperly avoided paying 

both interstate and intrastate access charges in another way. MCI informed the FCC in an ex 

44 



Case 1 :08-cv-OO384-CMH-TRJ Document 5 Filed 05/16/2008 Page 15 of 27 

parte presentation on February I ,  2005 in WC Docket No. 03-133 that starting in May 2005, 

MCI would terminate long distance calls over “local interconnects,” and, therefore, pay Plaintiffs 

and other L,ECs only the reciprocal compensation that is required for the termination of local 

calls, rather than the required interstate and intrastate access charges that are appropriately 

assessed on long distance calls. 

54. The MCI approach described in the preceding paragraph injured Plaintiffs in at 

least two ways: ( I )  when tenninating MCI’s interstate calls, Plaintiffs were denied compensa- 

tion at the appropriate interstate rates; and (2) when tenninating MCI’s intrastate calls, Plaintiffs 

were denied compensation at the appropriate intrastate rates. 

55. In addition, on information and belief, MCI has also improperly avoided payment 

of appropriate intrastate access charges in another way. Some calls in which MCI used Plaintiffs’ 

originating access service or terminating access service were made to toll free “800” numbers 

(including “888,” “877” and “866” numbers) maintained by MCI for its customers to place toll- 

free calls. When MCI customers place such calls using Plaintiffs’ facilities, Plaintiffs cannot 

determine whether the recipient of the call is in the same state as the caller or another state. In 

addition, when these “800” calls are terminated to Plaintiffs’ customers over Plaintiffs local 

exchange facilities, Plaintiffs cannot determine whether the calling party that originated the call 

is in the same state as the called party or is in another state. In these instances, Plaintiffs cannot 

detennine which access charges, interstate or intrastate, apply. In order to account for appropri- 

ate charges, Plaintiffs’ tariffs, like those of most LECs, require or pennit MCI to furnish Plain- 

tiffs with reports as to the percentage of such calls (to “800” type numbers and from all numbers) 

that are interstate and the percentage that are intrastate. In preparing such reports to Plaintiffs, 

MCI incorrectly treated some or all of its prepaid calling card calls that were between parties in 
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the same state as interstate calls. This caused Plaintiffs to bill MCI for both originating and 

terminating access charges for in-state calls at lower interstate rates, when intrastate rates actu- 

ally applied to such calls. 

MCI’s Alteration of Call Detail Records 

56. Separate and apart from the foregoing schemes to avoid payment of access 

charges, MCI also avoided access charges by altering the call detail information on some calls 

sent by MCI to Plaintiffs for termination to Plaintiff‘s customers. This call detail information, 

which constitutes a representation by MCI as to the telephone number of the calling party, is 

used by Plaintiffs and virtually all other LECs to determine whether a terminating call is subject 

to interstate or to intrastate access charges. MCI’s alteration of the call detail information directly 

impacts whether Plaintiffs assess MCI interstate or intrastate access charges for the calls. 

57. MCI repeatedly altered call detail information to reflect intrastate long-distance 

calls incorrectly as interstate or international calls by changing, causing to be changed, or other- 

wise misrepresenting the originating telephone number transmitted with the call. Windstreain has 

discovered, for example, that certain direct-dialed long-distance calls originated by Windstream 

customers in Georgia to other Windstreain customers in Georgia were delivered by MCI to 

Windstreain with call detail incorrectly representing that the originating caller had a telephone 

number assigned to another state or Canada, or with the originating caller’s number removed. 

LAcewise, Windstream has discovered that certain direct-dialed long-distance calls originated by 

Windstream customers in Arkansas to other Windstream customers in Arkansas were delivered 

by MCI to Windstream with call detail incorrectly representing that the originating caller had a 

telephone number assigned to another state or Canada, or with the originating caller’s number 

removed. Windstream has discovered instances of such alteration of call detail occurring during 
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in February and March of 2008. Windstream's investigation of the full extent of MCI's misrepre- 

sentation of call detail information is ongoing. 

58. In addition, Windstream believes that MCI also altered call detail records for 

long-distance calls sent to Windstrearn that originated with other companies' customers. This 

belief is based on Windstream's discovery of large numbers of calls delivered to Windstream by 

MCI with call detail records that indicate that the calls came from the same numbers in other 

states and Canada as discussed above. 

59. MCI h e w  or had reason to h o w  that its alteration of the call detail information 

would cause Plaintiffs to treat these intrastate calls incorrectly as interstate or international calls 

and, therefore, to render inappropriate invoices to MCI at interstate or international access rates, 

when in fact, intrastate access rates applied. Windstream would have charged MCI intrastate 

terminating switched access rates had MCI delivered the calls to Windstrearn with the correct 

telephone numbers of the calling party. The infomation changed by MCI is information that is 

essential to the Plaintiffs' ability to bill MCI properly for the calls. 

60. By design, MCI's improper call information alterations prevented Plaintiffs from 

distinguishing between intrastate interexchange traffic and interstate interexchange traffic. 

Consequently, Plaintiffs relied to their detriment on the call information provided by MCI to 

render invoices to MCI using interstate or international rates instead of the appropriate intrastate 

rates authorized by law. MCI avoided assessment of appropriate intrastate access charges by 

altering the call details and also by failing to disclose the fact that it was engaging in efforts to 

alter the call detail information. Without such disclosure by MCI, Plaintiffs reasonably could not 

have been expected to determine MCI's actual use of Plaintiffs' intrastate switched access 

services. 
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6 1. Furthermore, the jurisdiction (interstate or intrastate) of some calls is determined 

by a comparison of the call detail furnished by MCI with the telephone number of the Wind- 

stream customer receiving the call. In other instances, where the ,jurisdiction of the call cannot be 

determined from call detail, Windstream’s tariffs, consistent with industry customer and practice, 

require MCI to fiirnish percentage of interstate use factors (“PIU factors”). With such factors, 

Windstream can determine the percentage of calls that are interstate and the percentage that are 

intrastate. Windstream then applies these factors to the calls where jurisdiction cannot be deter- 

mined from the call detail. On information and belief, MCI calculates these PIU factors on the 

basis of the jurisdiction of the calls where the ,jurisdiction can be determined from the call detail. 

Since MCI altered the call detail on many of the calls, MCI’s actions in turn improperly inflated 

the PIU factors that MCI provided to Windstream and that Windstream used to determine 

jurisdiction of calls whose jurisdiction could not be detennined from call detail. This resulted in 

additional underbilling of access charges by Windstream and underpayment of access charges by 

MCI. 

62. With respect to collection of the amounts described above for which MCI either 

failed to remit lawfid compensation or caused to be billed at inappropriate levels due to calling 

data alteration, MCI is responsible for late fees, interest payments, and attorneys fees and costs 

incurred by Plaintiffs. 

COUNT I 

(Collection Action Pursuant to Intrastate Access Tariffs) 

63. Plaintiffs incorporate by reference as though fblly set forth herein the allegations 

of the preceding paragraphs of this Complaint. 
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64. The rates and terms for the intrastate access charges of Plaintiff Windstreain 

Conmunications are set forth in Windstreain Communications, Inc., Telephone PA P.U.C. NO. 

3 Intrastate Access Service, North Carolina Intrastate Access Services Tariff and Arlcansas 

Intrastate Access Services Tariff; the rates and terms for the intrastate access charges of Plaintiffs 

GA-Windstream, Windstreain Accucomn, Windstream GA Comn., Windstrearn-GA Tel., 

Windstreain-GA, and Windstream-Std. are set forth in Windstrearn Telephone Companies 

Georgia Access Services Tariff; the rates and tenns for the intrastate access charges of Plaintiffs 

OK-Windstream and WindstreamOK are set forth in the Olclahorna Intrastate Access Services 

Tariff of Oldahoina Rural Telephone Companies; the rates and terms for the intrastate access 

charges of Plaintiff TX-Windstream are set forth in the Texas Statewide Telephone Cooperative, 

Inc. Tariff for Intrastate Access Services; the rates and terms for the intrastate access charges of 

Plaintiff Valor are set forth in Windstream Communications Southwest Texas Access Service 

Tariff No. 1 ., Olclahoma FSA Facilities for Intrastate Access, New Mexico State Access Service 

Tariff, Arlcansas Facilities for State Access and Windstream Comnunications Southwest Texas 

Access Service Tariff No. 2; the rates and tenns for the intrastate access charges of Plaintiff 

Windstreamn-AL are set forth in Windstrearn Alabama, LLC. Access Service Tariff; the rates and 

t e r n  for the intrastate access charges of Plaintiff Windstreamn-AR are set forth in Windstream 

Arlcansas, LLC. Intrastate Access Services Tariff; the rates and terms for the intrastate access 

charges of Plaintiff Windstream Concord are set forth in the North Carolina Industry Access 

Service Tariff produced by AT&T/BellSoutli; the rates and terms for the intrastate access 

charges of Plaintiff Windstrearn-FL, are set forth in Windstream Florida, Inc. Access Services 

Tariff; the rates and terms for the intrastate access charges of Plaintiff Windstream-KYE are set 

forth in Kentucky Windstream East, LLC. - London P.S.C. KY. No. 9 Access Service Tariff and 
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Windstreain Kentucky East, L,L,C. - Lexington P.S.C. KY. No. 8, Facilities for Intrastate Access; 

the rates and terms for the intrastate access charges of Plaintiff Windstream-KYW are set forth in 

Windstream Kentucky West, Inc., PSC KY NO. 5;  the rates and teiins for the intrastate access 

charges of Plaintiff Windstream-MS are set forth in the Windstream Mississippi, LLC. General 

Subscriber Services Tariff; the rates arid terms for the intrastate access charges of Plaintiff 

Windstreain-MO are set forth in Windstream Missouri, Inc. Mo. P.S.C. No. 3 Intrastate Access 

Tariff; the rates and terms for the intrastate access charges of Plaintiffs Windstreain-NE and 

Windstream Midwest are set forth in Windstreain Nebraska, Inc. Access Service Tariff; the rates 

and terms for the intrastate access charges of Plaintiff Windstreain-NY are set forth in PSC No.: 

2 Telephone Access Service; the rates and terms for the intrastate access charges of Plaintiff 

Windstreain-NC are set forth in Windstreain North Carolina, LLC Access Service Tariff; the 

rates and terms for the intrastate access charges of Plaintiff Windstreain-OH are set forth in 

Windstream Ohio, Inc. P.U.C.O. 1 Access Service Tariff; the rates and tenns for the intrastate 

access charges of Plaintiff Windstream-PA are set forth in Windstream Pennsylvania, LLC., 

Telephone PA P.U.C. Tariff No. 8; the rates and terms for the intrastate access charges of 

Plaintiff Windstream-SC are set forth in Windstreain South Carolina, LLC. Access Services 

Tariff; the rates and terms for the intrastate access charges of Plaintiff Windstreain-SL, are set 

forth in Windstreain Sugar Land, Inc. Access Services Tariff; the rates and terms for the intra- 

state access charges of Plaintiff Windstream-WR are set forth in Windstreain Western Reserve, 

Inc. Access Service Tariff P.U.C.O. No. 1. Under these tariffs, MCI is liable to Plaintiffs for fbll 

payment of applicable intrastate access charges for services used by MCI and provided by 

Plaintiffs. 
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65. MCI is liable to Plaintiffs for its failure to pay in full intrastate access charges on 

intrastate interexchange traffic that MCI delivered to Plaintiffs for termination. 

66. The tariffs referenced above provide, among other things, that MCI must pay 

Plaintiffs’ intrastate access charges for terminating access on intrastate calls. 

67. MCI utilized the intrastate services provided by Plaintiffs and Plaintiffs fully per- 

formed their obligations under the tariffs referenced above, except for those they were prevented 

from performing by reason of MCI’s call data alteration and/or routing of intrastate calls on 

tniillts designated for local traffic, those that they were excused from performing, or those that 

were waived by MCI’S misconduct as alleged herein. 

68. MCI materially violated the tariffs referenced above by failing to pay in full the 

tariffed intrastate access rates for the services it used, and by altering call detail records to 

incorrectly represent to Plaintiffs that calls between parties in the same state were interstate calls. 

Plaintiffs have been damaged in an amount to be determined at trial. 

COUNT I1 

69. 

(Collection Action Pursuant to Interstate Access Tariffs) 

70. Plaintiffs incorporate by reference as though fully set forth herein the allegations 

of the preceding paragraphs of this Complaint. 

71. The rates and terms for the interstate access charges of Plaintiff Windstreain 

Coimnunications are set forth in Windstream Coimnunications, Inc., Access Service Tariff 

F.C.C. NO. 3; the rates and terms for the interstate access charges of Plaintiffs Windstream-NC, 

Windstream-FL, Windstreain GA Coimn., GA-Windstreain, Windstream-KYW, Windstream- 

NY, OK-Windsfream, Windstream-PA, Windstream-SL, Windstream-AL, Windstream-GA, 

Windstream-MS, Windstreain-MO, Windstream-OK, Windstream-SC, Windstreain-WR, Wind- 

stream-Std., TX-Windstream, and Windstream-AR are set forth in Windstreain Telephone 
2l- 



Case 1 :08-cv-00384-CMH-TRJ Document 5 Filed 05/16/2008 Page 22 of 27 

Systein Tariff Access Service Tariff F.C.C. NO. 1; the rates and tenns for the interstate access 

charges of Plaintiff Valor are set forth in Valor Telecoinmunications Enterprises, LLC, Inc. 

Access Service TARIFF F.C.C. NO. 1; the rates and tenns for the interstate access charges of 

Plaintiff Windstreain-NE and Windstreain-KYE are set forth in Windstream Telephone Systems 

Access Service Tariff F.C.C. NO. 3; the rates and tenns for the interstate access charges of 

Plaintiff Windstreain Midwest are set forth in Windstream Cornmunicatioiis of the Midwest, Inc. 

Tariff F.C.C. NO. 1; the rates and tenns for the interstate access charges of Plaintiff Windstreain 

Accucoimn, Windstreain-OH, Windstream Concord, and Windstreain-GA Tel. are set forth in 

the National Exchange Carrier Association, Inc. (“NECA”) Tariff F.C.C. No. 5. 

72. MCI is liable to Plaintiffs for MCI’s failure to pay in full interstate access charges 

for interstate interexchange services used by MCI and provided by Plaintiffs. 

73. The tariffs referenced above provide, ainong other things, that MCI inust pay 

Plaintiffs’ interstate access charges for terminating access on interstate calls. 

74. MCI utilized the interstate services provided by Plaintiffs and Plaintiffs fiilly per- 

forined their obligations under the tariffs referenced above, except for those they were prevented 

froin performing by reason of MCI’s routing of interstate calls on trunks designated for local 

traffic, those that they were excused froin performing, or those that were waived by MCI’S 

inisconduct as alleged herein. 

75. MCI materially violated the tariffs referenced above by failing to pay in full the 

tariffed interstate access rates for the services it used. 
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COUNT 111 

(Fraud) 

76. Plaintiffs reallege and incorporate by reference, as if fiilly set forth herein, the al- 

legations of the preceding paragraphs of this Complaint. 

77. MCI committed fraud against the Plaintiffs. Specifically, MCI knowingly, and 

with the intent to defraud, made or caused to be made inisrepresentations and oinissions of 

inaterial facts, including, but not limited to, disguising intrastate long-distance calls that it sent to 

Plaintiffs for termination to Plaintiffs’ local customers by concealing, changing, caused to be 

concealed or changed, or otherwise misrepresenting the originating telephone number transmit- 

ted with the call, information that was essential to the Plaintiffs’ ability to properly identify calls 

as intrastate interexchange calls 

78. 

they were made. 

79. 

These misrepresentations and oinissions were false and misleading at the time 

MCI made each of these misrepresentations and oinissions with knowledge of 

their falsity, or recklessly without regard to their truth or falsity as a positive assertion, with the 

intent to deceive the Plaintiffs and with the intent to induce the Plaintiffs to bill MCI for inter- 

state access charges when in fact intrastate access charges were due. 

80. On information and belief, MCI represented to its custoiners (but not to Plain- 

tiffs), in bills and otherwise, that the interexchange calls that it delivered to Plaintiffs were in fact 

intrastate long-distance calls, and billed those calls to its custoiners at MCI’s intrastate long- 

distance rates. 

8 1. Plaintiffs were deceived by MCI’s misrepresentations and omissions. 
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82. MCI lcnew and intended that Plaintiffs would reasonably rely on MCI’s misrepre- 

sentations and omissions, and, Plaintiffs did reasonably and .justifiably rely to their detriment on 

MCI’s misrepresentations and omissions. Plaintiffs had no reason to believe that MCI was 

engaging in call detail alteration to avoid paying terminating intrastate access charges on such 

calls. As the result of MCI’s conduct, Plaintiffs were unable to bill for (or even to detect or 

measure) all of the intrastate traffic that MCI terminated on Plaintiffs’ local nehvorlcs, and 

Plaintiffs were unable to ascertain the volume of intrastate traffic that MCI was delivering to 

Plaintiffs for termination without payment of intrastate access charges. 

83. Plaintiffs were damaged as a direct and proximate result of MCI’s misrepresenta- 

tions and omissions in an amount to be determined at trial. Such damages include, but are not 

limited to, the following: 

(a) 

(b) 

The intrastate access charges that MCI avoided paying; 

The additional costs to Plaintiffs since discovery of MCI’s call detail alteration 

scheme of using complex and costly iriethods to determine and prove the appro- 

priate amount of compensation due by MCI for services rendered by Plaintiffs; 

and 

The opportunity cost of the delay in received funds. (c) 

COUNT 1V 

(Unfair, Deceptive, and Unconscionable Acts and Trade Practices) 
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84. Plaintiffs reallege and incorporate by reference, as if fully set forth herein, the al- 

legations of the preceding paragraphs of this Complaint. 

85. MCI’s misrepresentations and omissions, which were used to avoid paying le- 

gitimate switched access charges to Plaintiffs, were unfair, deceptive, and unconscionable acts 

and trade practices. 

86. MCI knowingly deceived Plaintiffs by altering call detail records so that intrastate 

long distance traffic would appear to Plaintiffs as interstate or international traffic and unfairly 

received services without paying the proper rates. 

87. Arkansas Code Annotated, Section 4-88-107, declares that knowingly malting a 

false representation as to the characteristics of a service is a “deceptive and unconscionable trade 

practice.” MCI violated this statute by knowingly misrepresenting that calls that originated in- 

state originated out-of-state. 

88. Arkansas Code Annotated, Section 4-88-1 13(f) allows any person who suffers ac- 

tual injury as the result of such an offense to recover actual damages and reasonable attorney’s 

fees. 

89. MCI violated similar statutes in other states in which MCI deceived Plaintiffs as 

to the origin of traffic that it sent to Plaintiff for termination. These statutes likewise prohibit 

such misrepresentations and allow the injured pai-ty to recover actual damages, attorneys fees, 

and/or treble damages. 

90. Plaintiffs are entitled to actual damages, treble damages, and/or attorneys’ fees for 

MCI’s violation of state statutes prohibiting unfair, deceptive, and unconscionable practices such 

as those set forth in this Coinplaint. 

WHEREFORE, the Windstream Plaintiffs pray for relief as hereinafter set forth. 
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PRAYER FOR REXIEF 

WHEREFORE, Plaintiffs pray that this Court grants relief for all misconduct as follows: 

(a) An award in favor of Plaintiffs and against MCI for actual and punitive money damages 

in an amount to be proven at trial, plus late fees andlor prejudgment interest; 

(b) all costs and attorney’s fees incurred by Plaintiffs; and 

(c) such further relief as this Court deems appropriate andjust. 

JURY DEMAND 

Plaintiffs hereby request a jury trial on all issues and claims. 

Respectfblly submitted this 16th day of May, 2008 

/SI 
Ky E. Booth Kirby, VSB# 25353 
Jonathan S. Franlcel, VSB # 40974 
David J. Prieto, VSB # 74179 
Counsel for Plaintiffs 
BINGHAM MCCIJTCHEN L,LP 
2020 K Street, NW 
Washington, DC 20006 
Phone: (202) 373-6000 
Fax: (202) 373-6001 
Ky.I<irby@binghain.com 
Jon.Frankel@binghain.com 
David.Prieto@bingham.com 
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CERTIFICATE OF SERVICE 

I hereby certify that on this 16th day of May, 2008, I will electronically file the foregoing 

with the Clerk of the Court using the CWECF system, which will send notification of such filing 

(NEF) to the following: 

Kenneth Matthew Fettennan 
Kellogg Huber Hansen Todd Evans & Figel PLLC 
1615 M St NW 
Suite 400 
Washington, DC 20036-3209 

Fax: (202) 326-7999 
Einail: ltfetterrnan@lchhte.com 
Attorney for Defendant 

(202) 326-7900 

Ky E. Booth Kirby, VSB# 25353 
Bingharn McCutchen LLP 
2020 K Street NW 
Washington D.C., 20006 
Telephone: 202-373-6000 
Facsimile: 202-373-600 1 
Ky.Kirby@bingham.com 
A ttorney,for Plaintiffs 

mailto:ltfetterrnan@lchhte.com
mailto:Ky.Kirby@bingham.com


14. For each year fiom 2005 through 2008, please provide Windstream’s estimate of the 
percentage of its terminating intercarrier traffic for which the compensation regime 
(interstate access; intrastate access; and reciprocal compensation) is mischaracterized. 

RESPONSE: See Response to No. 13. 

Windstream East / Windstream West Respondent: Cesar Caballero 
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IS. Please provide Windstream’s local exchange carrier (“LEV)-provided IntraLATA Toll 
MOU (for both intrastate and interstate) originated and terminated to Windstream in 
Kentucky for each year from 2001 through 2007, and 2008, if available. 

RESPONSE: This question is overly broad, vague and ambiguous, irrelevant, and in excess of a 
reasonable number of discovery questions that should be allowed under law; further it seeks 
information for Kentucky East prior to the time that it began operating in Kentucky. Without 
waiving the faregoing objections, Windstream East and Windstream West state that they do not 
any information readily available and that to the extent AT&T seeks this information it is already 
in possession of the information through AT&T’s administration of the ITORP system. 

Windstream East / Windstream West Respondent: Cesar Caballero 
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F------ 
\ Respectftill y) submitted, 

Date: March 5,2010 

Robert C. Moore 
HAZELRIGG & COX, LL,P 
41 5 West Main Street, 1’‘ Floor 
P. 0. Box 676 
Frankfort, Kentucky 40602-0676 
(502) 227-2271 

And 

Kimberly K. Bennett 
Windstream Coinmunications 
400 1 Rodney Parham Road 
Little Rock, AR 722 12-2442 

CERTIFICATE OF SERVICE 

I hereby certify that a tnie arid correct copy of Windstream’s Responses and Objections 
to AT&T’s First Data Requests to Windstream Kentucky West, Inc., Windstream Kentucky East, 
Inc. - Lexington and Windstreani Kentucky East, Inc. - London, has been served upon Douglas 
F. Brent and C. Kent Hatfield, Stoll, Keenon Ogden, PLLC, 2000 PNC Plaza, 500 West 
Jefferson Street, Louisville, Kentucky 40202, Dulaney L. O’Roark 111, Vice President and 
General Counsel - Southern Region, Verizon, 5055 Noi-tli Point Parkway, Alpliaretta, Georgia 
30022, John N. Hughes, 124 West Todd Street, Fraidtfort, Keiitucky, 40601, and M a y  K. 
Keyer, General Counsel/AT & T Kentucky, 601 eet, Room 407, Louisville, 
Kentucky, 40203, by placing same in the U S .  Ma id, this the St1’ day of March, 
2010. 
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