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Lifeline and Link-Up WC Docket No. 03-109

COMMENTS OF SPRINT NEXTEL CORPORATION
Sprint Nextel Corporation (“Sprint™), pursuant to the Public Notice released on
August 3, 2011 (DA 11-1348), hereby submits its comments in the above-captioned
proceedings regarding recently filed proposals to reform the intercarrier compensation
(“ICC™) and Universal Service Fund (“USF™) regimes.
L. INTRODUCTION AND SUMMARY
In this phase of the ICC/USF reform proceeding, the Commission has asked for

comments and supplemental information relating to the reform proposals submitted by



six price cap local exchange carriers (LECs),' by a coalition of joint rural associations.”
and a proposal by the State Members of the FFederal-State Universal Service Joint Board.?

Sprint emphatically agrees with the comments of many partics urging immediate
and expeditious reform of the broken ICC and USF mechanisms (including addressing
the costly and serious problem of traffic pumping), and applauds the efforts of all parties
that have continued to work in good faith to develop reasonable reform proposals.  Sprint
urges the Commission to immediately adopt those measures that will promote the
competition and innovation that have been constrained by the legacy access charge and
universal service fund regimes. On the other hand, proposals which extend or expand the
access and universal service regimes in order to protect historical revenues and profits at
the expense of consumers and competitors should be rejected. Instead, those proposals
which encourage and reward network efficiency, spur innovation, and promote
competition should be adopted.

Reform is critical to address the many inefficiencies and disputes associated with
legacy PSTN traffic: reform is even more critical to promote and ensure the deployment
of new broadband technology and services to the entire nation. Section 706 of the Act

directs the Commission 1o “. . .encourage the deployment on a reasonable and timely basis

"'See Letter from AT&T, CenturyLink, FairPoint, Frontier, Verizon and Windstream filed
in WC Docket No. 10-90 e/ . on July 29, 2011, proposing their “America’s Broadband
Connectivity Plan” for price cap LECs (the “ABC Plan™).

*See Letter from AT&T, CenturyLink, FairPoint, Frontier, Verizon and Windstream,
USTA, NTCA, OPASTCO and WTA filed in WC Docket No. 10-90 ef ¢l on July 29,
2011, proposing an ICC/USK reform plan for rate-of-return (RoR) LECs (the “RLEC
Plan™),

3 See Comments filed by the State Members in WC Docket No. 10-90 ef /. on May 2,
2011. Because Sprint previously responded to the State Members’ proposal {see Sprint
reply comments in WC Docket No. 13-90 er ol filed May 23, 2011, pp. 31-40), Sprint’s
comments here are primarily focused on the ABC Plan and the RLEC Plan.
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of advanced tclecommunications capabitity to all Americans....” The National
Broadband Plan (NBP) set forth a detailed strategy to meet this mandate. To ensure
consistency with Section 706 and the National Broadband Plan, any ICC/USFE reform
plan must include the following elements and characteristics:
* Adoption of a few high-level [P voice interconnection rules;
e Anexpedited transition to bill-and-keep, or, at most, to a very low uniform
terminating rate, for as many rate elements as possible;
» Application of bill-and-keep, or at most a rate of $.0007 (certainly not non-cost-
based legacy access charges). on VolIP traffic;
¢ Technological and competitive neutrality: no right of first refusal mechanism in
the distribution of broadband USF, and a broadband USJ- that is available on a
balanced basis and accompanied by reasonable, pro-competitive public interest
requirements; and
» Adoption of deregulatory measures only where the regulated entity lacks market
powet.

Lach of these factors is discussed in further detail below in relation to the ABC
and RLEC proposals.
1L IP VOICE INTERCONNECTION RULES

TIDM traffic volumes are significant. and the unification and reduction of
intercarrier compensation rates for TIDM calls are critically important and obviously a
key part of any comprehensive ICC/USY reform plan. However, the Commission and
other interested parties must not lose sight of the fact that TDM is a technology rooted in
the past, that the {LECs’ circuit switched networks were designed to handle voice rather
than broadband traffic. and that the access charge regime that was developed in the first
half of the 1980°s neither reflects the costs of nor encourages the deployment of the

vastly more efficient IP technology increasingly in use today.! It is appropriate for the

* Indeed. the Commission’s Technical Advisory Council (TAC) has recommended that
the transition from the legacy TDM-based PSTN fo all-IP networks be completed by

Footnote continued on next page
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Commission 10 act on terminating rates for TDM traffic. But it must be extremely careful
to avoid TDM reform mechanisms that apply legacy access rate structures and legacy
network architectures that are completely unsuitable in an efficient IP world. To allow
such legacy elements to spill over in any way to 1P traffic will seriously impede and
distort broadband investment, deployment and adoption.

This, unfortunately, is the likely outcome of adoption of the ABC Plan in its
proposed form. On its face, the ABC Plan appiies only to TDM interconnection; the
price cap ILECs even state in a footnote that IP-10-1P interconnection “would continue to
be governed by commercial agreements.” However, the ABC Plan’s $.0007 default
unified termination rate (which would become effective July 1, 2017)

...shall only apply to termination at the end office where the terminating

carrier does not own the service tandem switch (in which case, additional

charges may or may not apply depending on the arrangement used to

deliver traflic), and it shall only apply to transport and termination within

the tandem serving arca where the terminating carrier does own the

serving tandem switch.®
In other words, voice tralfic delivered to any location other than the [1LEC’s end office or
tandem switch is nof eligible for the default $.0007 rate. It appears that under the ABC
Plan, carriers that do not have an [P interconnection agreement with the LEC would have
to deliver all voice traffic — including voice traffic originated and/or transported iong-haul
in IP format -- at ILEC end offices or tandems, rather than aggregating that IP voice

traffic with all other forms of IP traffic at the handful of regional interconnection points

2018, See TAC, Status of Recommendations, June 29, 2011, slide 10, available at
hitp.//transition. fec.gov/oet/tac/TAC June20] I mtefulipresentation. pdf.

* ABC Plan, Attachment 1, p 10. n. 10.

® ABC Plan, Attachment 1, p. 11.




efficiently and typically used to exchange data. video, and other broadband traffic.” For
TDM interconnection, the transport and termination rate (e.g., $.0007) should include all
transport and termination functions including tandem switching, local transport, and end
office switching. The public interest demands that the FCC adopt requirements for
carriers to establish IP interconnection which is inherently more efficient.

Even if the ILECs did not intend to require IP voice interconnection at each end
office or access tandem, the ABC Plan appears to lay the groundwork for. at a minimum,
one POI for iP voice traffic in each LATA. In their cost model description, the ILECs
state:

...the middie mile captures what one might typically refer to as the

interoffice network transport. It captures the routing from the End Office

up to the point at which the traffic is passed to “the cloud.” For this effort,
the connection to the cloud occurs at the tandem location within a LATA.

LATAs are a legacy BOC construct, dating back to the Bell System divestiture,
and are completely irrelevant to the engineering of an 1P network. Requiring an [P POl
in each of the approximately 220 LATAs is woefully inefficient compared to the small
number of regional interconnection points used to exchange broadband traffic today.
Lven the authors of the ABC plan acknowledge that deployment of broadband is

encouraged by “accelerating the transition from traditional circuit-switched networks to

T IP voice traffic is a tiny percentage of total IP traffic (Cisco, for example, has estimated
that VoIP would account for less than 1.7% of all global mobile data traffic in 2011, see
“Cisco Visual Networking Index: Global Mobile Data Traffic Forecast Update, 2010-
2015, dated February 1. 2011, available at
http://www.cisco.com/en/US/solutions/collateral/ns34 1/ns525/ms537/ns705/ns82 7/ white

paper ¢l 1-520862.hunl). Tt would be grossly inefficient to maintain separate network
facilities to terminate such a small percentage of total IP traffic,
8 ABC Plan, Attachment 3, p. 11.




IP-based networks.™ Thus, to even suggest that an IP POI should be established in each
LATA makes no sense from an enginecring, financial, or public policy perspective.

The National Broadband Plan emphasized that [P voice interconnection is critical
to broadband deployment. and pointed out that some LECs have “resisted” IP voice
interconnections and claimed they have *no basic obligation to negotiate interconnection
agreements.”” Therefore. the NBP strongly recommended that IP-to-IP interconnection
obligations be clarified. Sprint agrees, and urges the Commission to incorporate such a
clarification into any ICC reform plan it adopts. As Sprint has previously explained at
length,'" in order to promote efficient IP interconnection and deployment of ail-IP
networks, the Commission can and should adopt the following high-level rules,
regardless of how the FCC chooses to reform the [CC/USF systems:

o Incumbent LECs and their affiliates that offer retail broadband voice services
should be required to negotiate 1P’ voice interconnection agreements in good faith;

e The FCC must adopt interim default point of interconnection (PO1) ruies for IP
voice interconnection, to be developed by the FCC's TAC;

o The FCC, again in consultation with the TAC, should consider the steps it should
take to facilitate efficient indirect interconnection between 1P networks; and

¢ The Commission should confirm that its compiaint remedy is available to resolve
IP voice interconnection disputes, including refusals to negotiate in good faith.

? ABC Plan, Cover Letter, p. 4.

0 See, e.g., NBP at p. 49,

" See, e.g., Sprint’s Comments filed in WC Docket No. 10-90 er af. on April 18, 2011,
pp. 16-28: Reply Comments in WC Docket No. 10-90 er ol filed May 23, 2011, pp. 9-25;
ex parte letter from Charles McKee, Sprint, to Marlene Dortch, FCC, in WC Docket No.
10-90 er al. filed July 29, 2011 (“Sprint IP Interconnection Letter,” included here as
Sprint Attachment A). These interconnection requirements can and should be adopted
independent of any traffic transport and termination rates or compensation methodology
the Commission adopts.



Adoption of these rules is critical to the principle of interconnection and to the
promotion of competition, and Sprint again urges the Commission to unambiguously
incorporate these high-level rules into a comprehensive ICC/UST reform plan.

. RAPID BUT ACHIEVABLE TRANSITION OF ALL RATE ELEMENTS
TO A SYSTEM OF BILL-AND-KEE?P

A. The Commission Should Require A Faster Transition with a Bill-and-
Keep End Point

One of the positives of the ABC Plan is that it includes a firm date — July 1, 2017

-- by which certain terminating rates are unified at $.0007, However, the proposed
L. . N L NP,

transition does not go far or fast enough.”” The FCC can and should accelerate both the
pace and scope of reform, especially for the price cap 1LECs. In particular, rather than a
rate level, the Commission should require implementation of a system ol bill-and-keep at
the specified end point. The ABC carriers should be subject to the foilowing, more
ageressive, but achievable transition:

o July 1,2012: intrastate transport, end office local switching, and tandem
switching rates, and reciprocal compensation rates, if higher than interstate rates,
are reduced immediately to interstate levels (no rate increases for these elements
would be altowed);

o July 1, 2013: terminating transport. end office local switching, and tandem
switching rates, and reciprocal compensation rates, reduced 50% of differential
between interstate level and $.0007;

e July 1. 2014: terminating transport, end office switching, and tandem switching
rates, and reciprocal compensation rates, reduced to $.0007;

e July 1,2015: all terminating rate elements reduced to zero and system of bili-
and-keep instituted for all voice wraffic.

Sprint understands that small rural ILECs may be afforded a longer transition

because their access rates are generally higher than those of price cap [LECs. However,

'2 See Public Notice, p. 13 (asking for comment on whether the scope of reform should be
extended beyond the ABC Plan’s focus on end office switching).



. . . 13 . - e
their proposed nine-year plan is also oo long.”” Sprint therefore proposes a 6-year ICC

N . . . . . i .
reform plan for rural 1LECs and their competitors,” with a bill-and-keep system in place
as of July 1. 2017:

o Reduce Intrastate Access Rates. On July 1, 2012, rural 1LECs (and their
competitors) would reduce their intrastate transport, end office local
switching. tandem switching and reciprocal compensation rates (il higher
than interstate rate levels) 1o 50 percent of the difference between current
intrastate access rate levels and their interstate access rate levels:

e Unify Access Rates: On July 1, 2013, rural ILECs (and their competitors)
would reduce to interstate rate levels their intrastate transport, end office
local switching, tandem switching and reciprocal compensation rates (if
higher than interstate rate levels):

e Reduce Access Rates: On July 1, 2014, rural LLICs’ (and their
competitors™) unified access rates for transport. end office local switching,
tandem switching and reciprocal compensation rates (if higher than
interstate rate levels) would be reduced by 33 pereent of the difference
between their current interstate rate levels and $0.007.

o [urther Reduce Access Rates: On July 1, 2015, rural ILECs (and their
competitors) would further reduce their unified access rates {or transport,
end office local switching, tandeny switching and reciprocal compensation
rates (if higher than interstate rate levels) by another 33 percent;

e Dxclusive Use of the ISP Rate: On July 1, 2016, all terminating transport,
end offtce switching and tandem switching would be reduced to $0.0007;
and

e DBill-and-Keep: On July 1, 2017, all terminating rate elements subject to a
system of bill-and-keep.

During this transition. no carrier (price cap, rate-of-return, or other carrier) would
be allowed to increase its rates for transport and termination, and existing intercarrier
compensation arrangements (e.g., bill-and-keep) will remain in effect if those rates are

lower than the rates specified in the transition plan.

¥ See RLEC Proposal, p. 3 and n.1.

" The Commission should not allow any RLEC reform plan to be used as a traffic
pumping loophole. Rules designed to curb or eliminate traffic pumping (for example,
which require rates lower than those applicable under a RLEC reform plan) are likely to
be required until such time as a bill-and-keep regime is operational.



Sprint expects that some parties will claim that even a rate of $.0007 is non-
compensatory. However, as Google and others have explained, the proposal to use the
ISP rate would actually be “overly compensatory.™ Indeed, the Wireline Competition
Bureau determined several vears ago that given the capacity of digital circuit switches
that incumbent LIECs were using at the time. LECs incurred no additional termination
costs and that as a result, their termination rate for reciprocal compensation should be set
at zero.'® The Bureau further determined that the total additional cost that Verizon
incurred when calls are instead delivered to its tandem switches was $0.00029 -- 60
pereent lower than the ISP rate incumbent LECs propose should apply six years from
now."”

Importanily, the criticism that the 1SP (or any other) rate is either not
compensatory or overly compensatory does not apply to bill-and-keep, which is a very
different compensation methodology than a calling-party’s-network-pays (CPNP) regime.
With bill-and-keep, the terminating carrier, instead of recovering some or all of its
additional termination costs [rom its competitors and other networks, recovers any such
costs from its own end users (and, where appropriate, explicit universal service funding).

There are sound legal reasons to adopt a bill-and-keep approach:

% See ex parte letter of Ad Hoc. Google, Sprint, Skype, and Vonage, filed August 18,
2011 in WC Docket No. 10-90 er ., p. 8 (“Aungust 18 Google Letter™).

% See Virginia Arbitration Cost Compliance F. iling Order, 19 FCC Red 1259, 1269 ¢ 30
(2004) (“To avoid any confusion on this matier, we reiterate that Verizon may not
include end-office switching or end-office trunk port costs in its reciprocal compensation
rates. We therefore set the Meet-Point A reciprocal compensation rate at zero ($0.00).)
(italics in original).

Y See Virginia Arbitration Further Compliance Order, 20 FCC Red 5279, Appendix A
(2005) (*“Tratfic Delivered at Verizon Tandem: $0.00029 MOU™). Verizon has since
modernized its transport network so its additional transport costs today are almost
certainly lower than they were six years ago.

9



Congress made it ciear in its bill-and-keep savings clause that bill-and-keep 1s an
arrangement that is consistent with a LEC’s statulory reciprocal compensation
obligation.'8 Moreover, because bill-and-keep is a “pricing methodology™ rather
than a rate level. it is, as the Supreme Court has held, well within the
Commission’s authority to adopt and design.'”
Both common sense and dollars and cents also justify use of bill-and-
keep rather than a CPNP-based intercarrier compensation regime. A CPNP. per-
minute regime assumes -- incorrectly -- that only the caller (not the called party)
benefits from a call. A CPNP per-minute regime encourages carriers to shifl
costs 1o their competitors, thereby distorting competition. In contrast, bill-and-
keep best promotes innovation and efficiency. because it puts “all carriers in the
position where they must recover their own costs from their own retail
customers™
Under this regime. success in the marketplace will reflect a carrier’s
ability to serve customers efficiently, rather than its ability to extract
payments from other carriers.”’

And finally, only bill-and-keep would reduce every network operator’s cost of service,

because all carriers would be able to sharply reduce, if not eliminate, their operational

S See 47 U.S.C. § 252(DQ)B)().

" See AT&T v. Iowa Utilities Board, 252 U.S. 366, 384-85 (1999). See also, WorldCom
v. FCC, 288 F.3d 429, 434 (D.C. Cir. 2002) (remanding the FCC’s 2001 ISP Remeand
Order because of the “non-trivial likelihood that the Commission has the authority to
elect such a [bill-and-keep] system™).

2 Wireline Competition Bureau Report, A Bill-und-Keep Approach 1o Intercarrier
Compensation Reform, at 103, Appendix C to 2005 ICC Reform NPRM, 20 FCC Red 485
(2005).



and transactional costs of billing, auditing and paying invoices, and handling the billing
disputes that invariably arise.

Wireless carriers have exchanged traffic on a bill-and-keep basis since the
inception of the wireless industry, and the resulting growth, innovation and efficiency in
this industry are a living testament to the fact that bill-and-keep is a fully viable — and
desirable — model for intercarrier compensation. For all these reasons, Sprint urges the
Commission to adopt bill-and-keep as the end point of ICC reform, rather than the ISP
rate or any other rate level that is based on the flawed CPNP regime.

B. Local Transport Must Be Included in the Termination Rate Transition

Noting that the ABC Plan focuses only on end oflice termination, the
Commission has asked whether “any problematic incentives, such as arbitrage schemes,
arise from or be leflt in place by such an approach, and if so, what could be done to
mitigate them?™'

The Commission has good cause for concern. While the ABC Plan does propose
annual reductions in the end office switching rate element. end office aceess charges
represent only a [raction of the overall access charges that LECs impose on terminating
traffic. LEC access charges also include additional rate elements for transport, including
entrance facility charges, tandem switching charges, switched common and dedicated
interoffice transport charges. multiplexing charges, and port charges (collectively,
“transport rate elements™). As shown below, current access rates for these transport rate

elements are significant.

2! public Notice, p. 13.



The ABC Plan proposes that large [1LIECs would reduce their intrastate access
transport rate elements to interstate access rate levels in two years (by July 1, 2013),
while rural LECs would take six vears {until July 1, 2017) before they would unify their
access transport rate elements.™ The ABC Plan proposes that price cap LECs would
freeze (but still apply) their current interstate access transport rate clements for a period
of four years, when on July 1, 2017 they would move o a reciprocal compensation
regime for all terminating traffic and eliminate certain separate transport charges. But if
the terminating LEC does not own the serving tandem switch, that LEC would continue
to apply its common transport access rate element indefinitely — even alter it begins using
the ISP rate for termination in 20177 While the Plan is not entirely clear, it appears that
rural LI:Cs would also continue to apply their current common transport rate elements
indefinitely after they begin using the ISP rate for termination in 2020,

The price cap 11L.IECs imply that at the end of their Plan, all wireless traffic
(including interMTA traffic) sent to all LECs would be exchanged at the ISP rate:

July 1, 2017: Lach carrier unifies all terminating traffic under
251(b)}5) at a rate of $0.0007 for transport and termination consistent
with some existing interconnection agreements that have adopted the
“ISP remand™ rate.**
However, this representation is not accurate. Wireless carriers and large 1LECs today

exchange intraMTA traffic at the ISP rate of $0.0007/minute, and this rate includes both

2 See ABC Plan at 11: RLEC Plan at 3, .1,

* See ABC Plan at 11 (“Beginning with this [last 2017] step, the rate for transport and
termination shall only apply to termination at the end office where the terminating carrier
does not own the serving tandem switch (in which case, additional charges may or may
171101 app]y depending on the arrangement used to deliver traffic).™).

“ABC Plan at 1 1.



termination and transggort.25 But under the ABC Plan, wireless carriers would not pay
$0.0007 for all traffic on July 1, 2017 (or 2020 for rural LECs) because some large LECs
and many rural LEC would also continue to impose their current interstate access
common {ransport rate element.

‘The Commission is correct that the ABC Plan regarding transport is
“problematic.” Incumbent LECSs’ current tariffed interstate access rates for the transport
rate elements are very high, and constitute a sizable proportion (31% to 72% m the
examples below) of the total terminating access charges 11L.ECs impose on carriers

26

today:

* The ABC Plan could be read to include an implicit proposal for the FCC to modily the
current “mirroring rule,” because each of the steps in the Plan refers to transport (e.g.,
“Transport rates remain unchanged™) and the one exemption from the transition plan
proposed (i.¢., bill-and-keep) does not apply to traffic exchanged at the ISP rate.
However. because the Plan does not explicitly ask that the mirroring rule be modified,
Sprint assumes that during their proposed transition, ILECs would not increase the rates
wireless carriers currently pay for intraMTA transport and termination (i.e., the ISP rate
with no extra charges for transport).

* The ILECS intrastate rates for these transport elements are even higher, and the HLECs
themselves acknowledge that these intrastate transport rates must be reduced.



Total Access

LIEC 'l"ransportn Termination® Charge (MOLD
ATET

(Pacific Bell FCC 1) $0.006816 $0.002620 $06.009436
CenturyLink

(Embarg-F1. FCC 1) $0.003243 $0.003568 $0.006811
NECA FCC 5

(Rate Band 2) $0.011876 $0.026941 $0.0638817
Verizon FCC 1 $0.003282 $0.002406 $0.005688

These transport element rates bear no relationship to the miniscule incremental
cost of performing the traffic termination functions. As discussed above, the Wireline
Competition Bureau determined several years ago (before Verizon began modernizing its

transport network) that the total additional cost that Verizon then incurred in transportling

and terminating traffic delivered at its tandem switches was less than three one-hundreds
of a penny (or 3;().00‘()29).2() Thus, the ISP rate that farge 11.1ECs propose to charge for
termination for all traffic in 2017 is more than double their total additional costs (which
were based on technology they are rapidly replacing). And as a result, the access
transport rate elemeints they aiso want permission to charge through 2017 (and in some
cases, indefinitely) would constitute 100 percent profit.

The bloated transport access rate elements that the ILECs would assess through

2017 (and beyond) would extend two of the most significant ICC problems that plague

°7 Transport includes local transport termination; local transport facility (assuming 10
miles); tandem switching; common multiplexing; host-remote termination (assuming
applicable 40% of the time); host-remote per mile (assuming applicable 40% of the time
and assuming 10 miles); common trunk port; and information surcharge.

% Termination includes local (or end office) switching.

¥ See fn. 17 supra.



the industry today. First, due to the fact that they are set at extremely high levels, LEC
transport access rate elements are a major cause of traffic pumping and mileage pumping
schemes. As the National Broadband Plan recognized. “Most ICC rates are above
incremental cost, which creates opportunities for access stimulation™:
Because the arbitrage opportunity exists, investment is directed to free
conference calling and similar schemes for adult entertainment that

ultimately cost consumers money, rather than to other, more
. 30
productive endeavors.

Consequently, even if ail LI:Cs immediately began charging only the ISP rate for
termination, they would still continue Lo enjoy monopoly profits on their transport rates
elements, which encourages LECS to engage in access stimulation schemes. Yet, the
ABC Plan explicably proposes to embed and use these bloated transport raies at feast
through 2017,

Second, maintaining high rates for transport access rate elements will continue to
provide the powerful disincentive for 1LECs 1o establish more efficient interconnection
arrangements. Sprint has previously demonstrated that if P voice interconnection is
done properly. the incremental costs 1P networks would incur in transporting broadband
veice traffic would be mintscule, if not zero, thereby enabling ali network operators to
sizably reduce their current cost of service.”' Consumers would realize enormous
benefits from cost savings of this magnitude (and they would receive yet additional
benefits from the introduction of new functionalities that become possible once their
voice traffic is handled exclusively over all IP networks). But incumbent 1L1Cs will have

ne financial incentive to eliminate most of their transport costs if they are allowed to

fG National Broadband Plan at 142.
*! See Sprint April 18,2011 Comments at 16-18.



continue to reap extraordinary, supra-competitive profiis by continuing to charge their
current transport access rate elements over equipment that. for the most part (if not
entirely) are fully depreciated.

The ABC Plan will also distort future negotiations for IP voice interconnection
with ILECs. By defining the $0.0007 rate as the applicable transport and termination rate
at 1,000 [LEC tandem locations and 22,000 end office locations, the 1LECs will want to
establish these locations as the default POIs. which they will demand be the starting point
for all I¥? voice interconnection negotiations. In these negotiations, 1LECs undoubtedly
will take the position that if competitive carriers do not make additional transport
payments or agree to other unfavorable terms and conditions, they will simply make the
compelitive carrier continue to deliver all ol its traffic to atl of the 1LLCs™ tandem and
end office locations. The Commission should not allow these POI locations 1o be locked
. and it is precisely for this reason that Sprint has urged the Commission to establish
interim default PO rules for [P voice interconnection.™

Congress has specified that the IFCC “shali encourage™ the deployment of
broadband voice services over all [P networks and take “immediate action™ if this

aa
)

capability 1s not widely available today.” Sprint respeetfully submits that the only way
the Commission can comply with this directive is by adopting an 1CC reform plan that
includes annual reductions in all traffic termination access rate elements and that ends

with bill-and-keep for the exchange of all traffic that terminates over LEC TDM

facilities.

’2 See Sprint [P Interconnection Letter, pp. 7-9 and Section I supra.
7 See 47 U.8.CL 88 1302(a) and (b).

to



1V.  VolIP SHOULD NOT BE SUBJECT TO ACCESS CHARGES

The very first step of the ABC Plan and the RLEC Plan, effective 6 months before
step one of the phase-down of certain terminating rates,”" is to make VoIP traffic
exchanged between LECs and other carriers subject 1o “interstate access rates if the call
detail indicates an “access™ call, or at reciprocal compensation rates if the call detail
indicates a “non-access™ call,”™ While the LECs® self-interest in maximizing their
access revenue streams and their Access Replacement Mechanism (ARM) subsidies is
understandable, it is unclear to Sprint how the ILECSs™ proposed VolP policy is consistent
with the Act, FCC and Court precedent, and the NI3P"s broadband deployment goals.

The disputes over what intercarrier compensation regime applies to VolP traflic
persist unabated today despite repeated requests lor clarification by interested parties and

\ . . - . . . 36
by the Commission itself for comment on the appropriate ICC mechanism.™ Al teast two

M The HLECs propose that their Vol intercartier compensation mechanism become
cffective Janvary 1. 2012.

" ABC Plan., Attachment 1. p. 10: RLEC Plan, p. 3. I by “call detail™ the 1LECs mean
originating and terminating (elephone numbers. their VolP proposal is even more
problematic. Originating and terminating numbers are not dispositive for determining
call jurisdiction for mobile tralTic, which by its very nature is not tied to predefined
geographic endpoints. A mobile subscriber who lives, works or travels in an area other
than the one associated with wireline area codes could in fact be placing an intraMTA
call which under the ABC/RLLEC Plans might be treated as an interexchange call. To
eliminate the need for wasteful and unnecessary billing machinations caused by artificial
traffic compensation distinctions, the Commission should declare mobile traffic (both
interMTA and intraMTA) subject to reciprocal compensation arrangements consistent
with Sectionn 20.11 rules. To the extent any compensation distinction between interMTA
and intraMTA traffic 1s applied, until such time as the distinction is eliminated. rather
than using call detail records, carriers should use cell tower data to determine intercarrier
compensation for wireless calls,

O See, e.g., IP-Enabled Services, Notice of Proposed Rulemaking, 19 FCC Red 4863
(2004, Petition of the Embarg Local Operating Companies for Limited FForbearance
under 47 U.S.C. § 160¢c) from Enforcement of Rule 69.5(a), 47 US.C. § 251(h), and
Commission Orders on the ESP Fxemption (withdrawn February 11, 2009). Featuire

Fooimore contineed on nexe page



federal courts have ruled that VoIP originated traffic is an information service and thus
not subject to access charges;37 indeed, only days ago, both AT&T and Verizon asserted
that VoIP is an information service because it undergoes net protocol conversion, and
thus cannot be subject to access charges, which may be assessed only on
telecommunications services.™ Even if AT&T and Verizon were incorrect and VolP
were not an information service, it could not be assessed access charges since Voll?
(which was not offered in 1996) would not fall within the Act’s Section 251(g)
grandfathering provision.

As Sprint has previously explained, ILIIC assessment of access charges on VolP
traffic terminating on TDM networks is inconsistent with Section 706 of the Act (which
directs the FCC to “encourage the deployment on a reasonable and timely basis ol

advanced telecommunications capability [which the Commission has stated includes

Group 1P Petition for Forbearance Iirom Section 23 1(g) of the Communicaiions Act aind
Sections 51.701(b) (1) and 69.5¢(b) of the Commission’s Rules, Memorandium Opinion and
Order released January 21, 2009 (FCC 09-3) (petition demed without addressing whether
VolP traflic is subject o access charges): Connect America Fund, W Docket No. 10-90
el al., Notice of Proposed Rulemaking and Further Notice of Proposed Rulemaking
released February 9, 2011 (FC 11-13) at %604 (requesting comment on the appropriate
ntercarrier compensation framework for VolP traffic).

7 See, e.g., Souilnvestern Bell v. Missouri PSC., 461 F. Supp. 2d 1055 (1:.D. Mo 20006},
Paetee Communications v. CommPariners LLC, No. 08-0397, 2010 U.S. Dist LIEXIS
51926.

B In the Matier of TW Telecom Inc. Petition for Declaratory Rul ing Regarding Direct 1P-
fo-1P Interconnection Pursuant (o Section 251(c ) of the Conmmunications Act, WC
Docket No. [1-119, Opposition of AT&T filed August 15, 2011, p. 5 (TW Telecom’s
VolIP services are information services because, among other factors, “they require a net
protocol conversion to allow intercommunication with end users attached to the PSTN™);
Comments of Verizon and Verizon Wireless, August 15, 2011, p. 14 (the Commission
should *...confirm that VolP is an information service that is not subject to the archaic
rules designed for a different world in a different time that govern telecommunications
services...”).



interconnected VolP service] 1o all Americans.™ In addition, because access charges are
many orders of magnitude higher than the estimated incremental cost of termination
(which might, in fact, be zero), assessment of access charges on VolP will generate
excessive, 3- or 4-digit profit margins.® Given these circumstances, many carriers --
including Sprint - have withheld payment for access bills rendered by LECs for VoIP
traffic terminating on their networks.

The ABC and RLEC Plans” proposal that access charges or reciprocal
compensation rates apply to VolP as of January 1, 2012 thus is extraordinarily
problematic in a number of respects. By establishing a new rule that would require
access payments in an area the FCC has not previously addressed, the FCC will be
imposing a dramatic cost increase 1o and cash outlay for those Voll service providers
which have legitimately disputed the assessment of access charges in the past based on
the current state of the faw. Embedding inllated access rate level expenses on VolP
which could easily be in the neighborhood of $1 billion per year'' - would translate into
higher end user prices and, at a minimum., would negatively alfect the cash flow of

service providers which might otherwise put their money to far more productive uses,

such as broadband network investment and service quality improvements. Assessing

9 See. e.g., ex parfe letter from Charles McKee, Sprint, to Marlene Dortch, FCC, filed in
WC Docket No. 10-90 er ¢l on July 29, 2011 ("Sprint VoIP Letter,” included here as
Sprint Attachment B).

4) 1’611

M Sprint has estimated that there will be roughly 123.7 billion Vol minutes of use in
2011 (based on an average 300 minutes of use per month for each of the approximately
33.8 million interconnected VolP subscribers, plus an estimated 2.1 billion off-network
Skype minutes). If all of these VoIP minutes were assessed an average access rate of
$.0080, total estimated VolP access charges would be $990 million. See Sprint
Attachment C.
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access charges on VolP is a giant step backwards, in direct conflict with the directives of
the National Broadband Plan and its goal of eliminating per-minute chargcs.42

On the other hand, it is clear why the 1L.ECs want VolP traffic to become subject
to access charges. Adoption of their proposed rule would embed the access revenue they
would derive from VoIP traffic from 2012 forward as compared to the status quo (one
carrier’s expense increase is another carrier’s revenue increase) and doubtiess would be
cited to support their contention that the assessment of access charges pre-2012 should be
upheld as well, even though any rule would necessarily be prospective in application.

Such a rule would also directly harm consumers by unnecessarily inflating the
[LIECs™ proposed Access Recovery Mechanism subsidies ~ they would claim “lost™
revenues associated with VolP traffic (as termination rates are reduced to $.0007 over
time) for purposes of computing ARM revenue guarantees. While this is certainly an
attractive deal for the TLIECs, it is a bad deal for VoIP customers and service providers, is
cconomicaily and legally unjustified. and is simply bad public policy. The Commission
should accordingly dismiss this aspect of the ABC/RLLEC Plans.
V. FCC/USE REFORMS MUST BE COMPETITIVELY NEUTRAL

The ABC and RLEC Plans include three major elements which are designed 1o
benefit overwhelmingly one class of carriers — the 11L1:Cs. While these plans have —~
confusingly and incorrectly - been characterized as reflecting an “industry™ consensus,
Sprint, as a non-1L1:C member of the industry, believes that the following elements

serjously compromise the fundamental principle of competitive neutrality:

2 See NBP, Recommendations 8.7, 8.11 and 8.14. The NBP concluded that per minute
charges hinder broadband deployment.



o The ARM, available only to 1LLECs;
e The right of first refusal in distribution of CAJ subsidies, available only to [LECs;

¢ The “tand grab™ transfer of the overwhelming majority of USF dollars to ILLCs
without any associated pro-competitive public interest access obligations.

A. The ILEC Access Recovery Mechanism

The ABC/RLEC Plan [LECs have proposed that they receive ARM subsidies
from the USF/CAF to replace a 'si gnificant share of the revenue reductions caused by
transitioning certain of their terminating rates over time (o $.0007. Under the proposal.
HLECs may recover 90% of any revenue reduction greater than the imputed subscriber
line charge (SL.C) increases, with revenue reductions recalculated every year to reflect
changes in traffic volumes.™

The concepts underlving some elements of the ILIIC ARM proposal are positive:

¢ Increasing S1.C Caps: Recognizes that carriers should rely on profits they can
generate by selling services to their own end user subscribers rather than relying

on the receipt of inflated traffic taxes and untargeted universal service
distributions that harm their competitors and consumers;

e Capping Total Support: Recognizes the importance of USTF cost control in order
to minimize the burden on all consumers;

e Lliminating Subsidies on a Date Certain: Recognizes that subsidies cannot be
provided indefinitely.

Despite these positive elements, however, there are a number of elements of the
ARM proposal that are clearly anticompetitive or otherwise contrary to the public
interest:
o The ARM would be available exclusively to ILECs, yet would be funded by

contributions from service providers (or, more accurately, their end user
subscribers) that derive no benefit from the ARM. The fact that many USF

¥ ABC Plan, Attachment 1. pp. 12-13.



contributors compete against the 1LEC or the 1LEC’s corporate affiliates only
exacerbates the anti-competitive impact of a revenue guarantee mechanism that is
available only to select carriers.

s The proposed ARM for non-price cap 11.1:Cs does not appear to have a sunset
date. The ARM cannot be considered to be a “transition” mechanism if there 1s
no firm end date.

¢ The proposed ARM is extremely generous. 1t would remain in effect in some
form at least until 2020 for price cap LECs (3 years ¢fter the unified terminating
rate is achieved), provides a 90% revenue guarantee after SLC increases are taken
into consideration, and involves a very low benchmark rate ($30 for price cap

LLECs, $25 for RoR LECs). Inits proposed form, the ARM would burden
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consumers with a price tag in the hundreds of mitlions of doilars.
e 'The proposed ARM would require no demonstration of the need for support.
¢ The proposed ARM would fail to consider the revenue available to the I1LECs
from the array of broadband. video entertainment, and bundled services they
provide and the ability of the revenue from these services to cover the cost of their
networks instead of burdening competitors and consumers.

Rather than inflating the UST and burdening consumers with the proposed ARM,
the Commission can and should rely on increased S1.C caps and the ability of incumbent
LECs 1o reduce costs and generate mercased revenuces through their more efficient and
capable broadband networks,

B. Right of First Refusal

Under the ABC Plan. 1L1:Cs that provide high-speed Internet service to more than
35% of the service locations in a wire center would have the right of first refusal to

accept CAF subsidies within that wire center.” The ABC Plan authors estimate that

H.ECs “would have the opportunity to accept or decline CAF support in 82.0 percent of

44“_; ARBC Plan, Attachment 1, p. 13.
** ABC Plan. Attachment 1, p. 6.



the census blocks that are eligible for CAI* support, representing 82.2 percent of the $2.2
bitlion in support largeted to arcas served by price cap LECs.™*

As the Public Notice recognizes (p. 4), the right of first refusal approach raises
serious concerns. It is rather difficult to imagine how a proposal that gives incumbent
LECs a right of first refusal to 82.2% of the available broadband subsidy dollars could
possibly be considered competitively or technologically neutral. Whether the ILEC
chooses to exercise its vight of first refusal and accept the CAL support is irrelevant; the
mere fact that the 1LEC, and only the 1LEC, has such a right is what is dispositive.

Assuming that the ABC 1LECs do in fact accept all of their right of first refusal
subsidies. their CAL receipts would moire than dowble their current high-cost support --
$1.808 billion under the ABC Plan, versus the $893.5 million received in 2010% — an
increase made possible largely by the proposed transter of support from CLETCs to [LIECs
and from the on-going net contributions from Sprint and other wireless carriers.

Granting incumbent LECs a right of first refusal gives these carriers a significant
advantage over potentially more efficient service providers or technelogies, 1 an ILEC
has a legitimate financial or technological advantage that would enable it (o provide
broadband scrvice in an unserved area more efficiently than another service provider,

then it certainly should be allowed to cite to those advantages in seeking CAF subsidies.

rdn. 7.

47 See 2010 Universal Service Monitoring Report, CC Docket No, 98-202, released
December 2010, Federal high-cost support by HLEC holding company was as follows:
AT&T (§188.0 m.), CenturyLink and Qwest (§351.0 m.), FairPoint ($3.2 m.), Frontier
($146.8 m.). Verizon ($125.3 m.), and Windstream ($79.2 m.). These figures do not
include the hundreds of millions of high-cost USF paid to the wireless and CLEC
affiliates of these six [LECs. Verizon-ILECSs’ 2010 receipts are unaffected by the phase-
out of Verizon-Wireless™ high-cost receipts.
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However, there is no principled basis for giving the incumbent LEC the advantage of a
right of first refusal that is not available to any other service provider.

C. Public Inferest Obligations for CAF Recipients

As Sprint and many other parties have previously recommended, grant of
broadband USF support, particularly if the Commission decides to grant USF to only one
carrier per geographic area, should be accompanied by public interest obligations that
require the recipient to make its supported network available to other service providers on
reasonable and economic rates, terms and conditions.*® Requiring the supported carrier to
provide backhaul {in the case of wireline carrier recipients} and data roaming (in the case of
wireless carrier recipients or wireless affiliates of wireline carrier recipients) at forward-
looking economic rates: collocation; and 1P packet-based interconnection would encourage
competition in markets in which entry by multiple service providers in competition with the
subsidized carrier might otherwise be economically infeasible.

The ABC and RLEC Plans are both silent as (o public interest obligations on CAl
recipients and indeed, the ABC Plan ILECs proponents urge the FCC to take a wholly
deregulatory approach to the very broadband facilities the proponents expect a new wholly
regulatory mechanism to fund. Unless pro-competitive public interest obligations are
incorporated, their JCC/USYE proposals cannot be accepted.

VI.  DEREGULATION ONLY WHERE A LEC LACKS MARKET POWER

Under the ABC Plan, price cap incumbent LIECs and CETCs that no longer

receive legacy high-cost or CAF support for a given area would no longer be subject to

B See, e.g., Sprint’s comments on the proposed Mobility Fund (W'T Docket No. 10-208)

filed on December 16, 2010, pp. 7-8; comments in WC Docket No. 10-90 ef al., April 18,
2011, p. 42; reply comments in WC Dockel No. 10-90 ef /., filed May 23, 2011, pp. 44~
45. See also, August 18 Google Letter. p. 0.
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legacy ETC regulations and 1'equiremems.49 In addition, the price cap LECs have
proposed that elimination of legacy USFE or CAF support in a given area would trigger
elimination by the Commission of ““all remaining federal rate and other service
regulations imposed on price cap incumbent LECs. ™

Sprint agrees that as their legacy high cost USF support is phased out, ETCs
should be freed of many of the obligations associated with ETC status, such as line count
reports; filing of service improvement plans, network outage reports, and complaint
reports; and mandatory provision of Lifeline services. Elimination of Carrier of Last
Resort (COLR) retail local voice service obligations might also be considered on a case-
by-case basis.

What should ror be allowed, however, is the blanket elimination of federal rate
and other service regulation on 1LECs for facilities over which the [LIEC retains market
power and for which the receipt of USE support is irrelevant. The fact that an 1LEC does
not receive USI subsidies (legacy or CAF) ina given arca does not mean that the 1LEC
lacks market power in the provision of certain telecommunications facilities or that rate
and other service regulations are unnecessary. 1o the contrary, 11.1-Cs retain enormous
market power in the provision of certain facilities for which they do not receive direct
USI support. To deregulate the LECs™ provision of these services would obviousty be
contrary to the public interest.

Special access is a case in point, 1LECs - AT&T and Verizon in particular -

control the overwhelming majority of this market, assess rates for such services that far

43 ABC Plan. Attachment 1, p. 13.
I
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exceed their economic cost and generate supra-competitive returns, and impose onerous
terms and conditions that effectively foreclose potential competition.”' The phase-out of
USF subsidies would have no bearing on their market power over the provision of special
access services. Where market forces are insufficient to ensure cost-based, just and
reasonable rates, terms and conditions. deregulation is assuredly not warranted.

Deregulation of all switched access services is also highly problematic. The ABC
and RLEC ICC reform plans address only certain terminating switched access rate
elements — they do not touch originating access or certain terminating transport rate
elements. Moreover, even those rate elements included in these reform plans
(terminating local switching and local transport) are provided by a LEC on a monopoly
basis,” and so long as there is an 1CC mechanism other than bill-and-keep for these rate
ciements, deregulation is unwarranted.

The reason for continued regulation in the face of market power should be self-
evident. A carrier with market power can shift the cost of foregone revenues associaled
with the provision of one service for which it faces competition or for which, because of

regulatory constraints. it is unable 1o increase its rates. o other services for which there

U See, g, Sprint’s ex parte letter (filed October 24, 2007), comments (filed January 19,
2010), and reply comments (filed February 24, 2010) in WC Docket No. 05-25.

2 See, e, g., Access Charge Reform; Reform of Access Charges Imposed by Compeltifive
Local Exchange Carriers, Seventh Report and Order and Further Notice of Proposed
Rulemaking, 16 FCC Red 9923, 430 (2001) (Fonce an end user decides to take service
from a particular LEC, that LEC controls an essential component of the system that
provides interexchange calls, and it becomes the bottleneck for IXCs wishing to compiete
calls to, or carry calls from, that end user™). See also, Petition of Owest Corp. for
Forbearance Pursuant to 47 U.S.C. § 160(c) in the Phoenix, Arizona Metropolitan
Statistical Area, Memorandum Opinion and Order released June 22, 2010, §79 (“1XCs,
which also must pay switched access charges, face a bottleneck monopoly from the
LECs-whether incumbent LEC or competitive LEC- that provide access to their end
LUSErs ).
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are minimal or no rate or quality of service constraints.® A carrier with market power
may choose to exercise that power by gouging captive customers and earning supra-
competitive returns,

To eliminate all rate and other service regulations for special access, switched
access. and other services over which the 1LECS retain market power is unwarranted and
contrary 1o the public interest. It is also an attempt to circumvent Section 10 of the Act
and the Commission’s forbearance rules. Therefore, any proposal to eliminate necessary

.

competitive safeguards — particularly via an automatic trigger such as a halt in USEF or
CAF support -- should be rejected out of hand.

The Commission has asked for comment on the likelihood of a pass-thyough of
any cost savings associated with a reduction of terminating rates (o $.0007.% The benefil
of reducing or eliminating traffic termination charges is the unlocking of operational,
administrative, and financial resources that are currently tied to a monopoly network
function (traffic termination) and freeing those resources (o be put 1o productive use in
the marketpiace. The Commission long ago decided that the retail markets for wireless
and fong distance were competitive. In such competitive markets, access/reciprocal
compensation cost savings may be reflected in various ways. Service providers may
reduce retail rates. plow back any cost savings into network improvements or more
attractive service plans (offering higher usage levels without raising rates, or introducing

new or improved services or capabilities, for example), or may use cost savings to

> For example. if local switching rates are reduced to $.0007 or below, the LEC might
attempt to recover some of 1ts lost local switching revenues through higher transport
charges or higher special access rates.

M Public Notice, p. 17.
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improve their bottom line or to offset cost increases incurred elsewhere (e.g., 1o pay
increases in rates applied to VolP traffic or increases in special access rates). Because
carriers will be affected differently by terminating rate reform, the Commission should
avoid the temptation to mandate tlow-through of any cost savings in a specific manner,
instead allowing the competition in those markets to determine the manner in which those
cost savings will flow (o end users.

Sprint, for example. 1s currently engaged in a massive network upgrade, known as
Project Vision, that will boost network performance, increase efficient use of spectrum,
speed conversion to 1P based voice, and ultimately reduce the cost of providing service to
consumers on a per megabyte basis. This deployment represents Sprint’s continued
leadership in technology development and implementation, just as Sprint lead the
industry in the development and deployment of 4G mobile broadband services. Network
Vision. however, poses a significant upfront capital expenditure. Public statements from
Sprint have noted an investment cost ol $4-5 billion. Sprint is willing 10 make these
investments in echnology, however, because of the competitive pressure of the industry.
Llimination of the implicit subsidies of 1LEC TDM networks wilt allow more rapid
investment in new networks such as Vision.

VIiI. CONCLUSION

The Commission is presented here with an opportunity to adopt meaningful and
comprehensive reforms of the dysfunctional intercarrier compensation and universat
service regimes — to address not only legacy disputes and networks, but also to lay the
groundwork for efficient IP networks in a pro-consumer, pro-competitive manner. It may

choose 1o use the ABC Plan and the RLLEC Plan as its starting point for reform. but these



plans cannot be the end point. Instead, the Commission must adopt a regulatory
framework which fosters broadband investment and adoption (by clarifying [P
interconnection obligations, forbidding the assessment of legacy access charges on VolP,
and rapidly transitioning to a system of bill-and-keep for all terminating rate elements,
including alt local transport elements); which protects and promotes competitive
neutrality (by adopting USEF mechanisms which are carefully targeted, distributes support
only where there is a genuine need, are evenly applied, and are accompanied by certain
public interest obligations for recipients); and which maintains reasonable regulations

where a carrier has market power.

Respectfully submitied,

SPRINT NEXTEL CORPORATION

PrvinsT? Marg
Chartes W, McKee

Vice President, Government Aflairs
Federal and State Regulatory

Norina 'l Moy
Director, Government Affairg

900 Seventh St. NW, Suite 700
Washington, DC 20001
(703) 433-4503

August 24, 2011
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Charles W, McKee
Vice President - Government Affairs
Federal and State Regulatory

Sprint Nextel

Suite 700

S00 7th Street, NW
Washington, DC 20001

July 29, 2011

Via Electronic Submission

Ms. Marlene 1. Dorteh, Secretary
I"'ederal Communications Commission
445 12" Street, S.W., Room TW-A325
Washington, D.C. 20554

Re:  Written Ex Parte Communication
Interconncction of IP Networks for the Exchange of Broadband Voice
Traftic, W Docket No. 10-90, GN Docket No. 09-51, (' Docket No. §3-
337, CC Docker No. 01-92, CC Docker No, 96-45, WC Docket No 03-109

Dear Ms. Dorteh:

Relorm of the intercarrier compensation reginie must take into account the evolution of
voiee communication from traditional thime division multipiesing (TDM) to Internet protocol
(I1P). Today’s networks largely rety on more efficient 1P technology o handle and deliver traffic
o consumers. Istablishing raffic exchange rules based upon the quickly disappearing TIDM
world will only cement inefficiencies in the network, resulting in unnecessary cost to consumers.

The incumbent LEC position regarding the interconnection of 1P networks for the
exchange of broadband {or packetized) voice traffic (“IP Voice Interconnection™) threatens to
undermine the advantages of this technological innovation and is incompatibie with the explicit
directives that Congress has imposed on the Commission. Sprint Nextel Corporation has
therefore proposed adoption of a handful of rules that would accelerate the availability of 1P
Voice Interconnection — action that would benefit consumers by offering them a superior voice
product at a fower price and thereby make even more compelling the case for consumers to
subscribe to broadband Internet access services.

A, IP VOICE INTERCONNECTION IS NECESSARY TO SPUR BROADBAND DEPLOYMENT

The National Broadband Plan recognized that IP Voice Interconnection is critical to
broadband deployment:

Office: (703) 433-3786 Fax: (2023 B85-1940 chearles. w.mckesdspring. com
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Without interconnection, a broadband provider . . . is unable to capture voice
revenues that may be necessary to make broadband entry economically
viable.’

The National Broadband Plan observed that some LECSs have adoptled an
“anlicompetitive interpretation of the Act” and imposed a “barrier to broadband deployment™ by
“resisting™ IP Voice Interconnection and claiming they have *no basic obligation to negotiate
intercomnection agreements.™ The Plan therefore urged the FCC 1o “clarify the rights and
obligations regarding [1P Voice] interconnection to remove any regulatory uncertainty.”
recognizing that for “competition to thrive, the principie of interconnection — in which customers

of one service provider can communicate with customers of another - needs to be maintained™

For consumers o have a choice of service providers. competitive petworks
need to be able o interconnect their netwoerks with incumbent providers,
Basic interconneetion regulations, which ensure that a consumier is able to
make and receive calis o virtually anyone else with a telephone. regardiess of
service provider, network configuration or location, have been a central tenet
of telecommunications regulatory policy for over a century.”

Inresponse to the Plan’s reconpmendation. the Commission sought comiment on the “steps we
can take 1o promote [P-(o-1P interconnection.™

The record evidence submitted in response to the NPRAM demonstrates that the
availability of 1P Voice Inferconnection has “not kept pace with the deploviment ol 18 i infernal
networks™ and that until “widespread 1P interconnection is available, consumers and carriers
alike will notrealive the Tull benefits of 1P technology.™ Although Sprintis one of the nation’s
largest voice providers. it has been unable (o reach an 1P Voice Interconnection agreement with
any H.1C farge or small, Other competitive 1P network operators have old the FCC they face
significant difficuity establishing 1P interconnection amangements - namely, 1LECSs have
“steadfast{ly] refus|ed | to enter into such {IP Voice] agreements despite the willingness ol many
other providers o do so.”™"

Congress has specitied uncquivocally that the VCC “shall enconrage the deployment on a
reasonable and thmely basis of advanced telecommunications capability to all Americans.”

National Broadband Plan at 49,

: lhid.

; National Broadband Plan al 49, Recommendation 4.10.

| See Conncet America Fund er al. NPRAL, 26 FCC Red 4554, 4773 € 678 (Feb. 9, 2011) (/CC
Reform NPRAT),

; XO Reply at 3. See also FarthLink Reply at 2 (“[Clarvier interconnections in [P have lagged

internal network deployments due in large part to [1LLEC) refusals to negotiate 1P interconnection.”}

¢ Cablevision Reply at 2. See afso Charter Reply at 6: Chevond Reply at 2 and 4: Pactee Reply at
G XO Rephat 2 and 6,
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further classifying broadband voice as an advanced communications service. T In May, the
Commission concludcd that broadband is “not being deployed in a reasonable and timely fashion
to all Americans.™ This finding is tmportant because in this situation, Congress has directed the
FCC 1w take “imimediate action 1o accelerate deployment™ of broadband voice and other
advanced services.”

So what “immediate action” do incumbc 1 LECs propose the FCC take 1o “accelerate
deployment” of broadband voice service? Nothing. or example, CenturyLink and the Rural

ILIEC Associations contend that the ¥CC should not even consider 1P Veice Interconnection at
this time and instead delay such consideration for “three to five years™'

IThe Commission should strive first to et TDM ICC right - then move on to
dealing with a rational transition from the THM network o ail-1P nu\\mi\%
and finally, (o addressing the regulaiory implications of an all-1P ne twork.!

Obviously, delaying for “three to five vears™ the time before the FCC even considers the subject
of 1P Veoice Interconnection cannot powhi be deemed consistent with the statutory directive
that the I'CC take "immediate action to aceelerate deployment™ of broadband voice services.

The nation™s two largest ILECs take a sightly different position. with AT&T and Verizon
urging the FOC to address this subject but ind thar no new rules are necessary, For example,
AT&T asserts that “market forces alone™ should govern 1P Voice Interconnection because,
AT&T claims, any new rules would only “resolve hypothetical problems that may never arise”

Asthe industry transitions to an ail-11? communications infrastructure. there
witl be no need tor the Commission o regulate interconnection or interpro-
vider componsation {or env tvpe of packet-switched communicaiions.
nstead. relationships among 1P networks should continue w be governed, as
they are today, by freely negotiated agreements. ™

47 5008 1302(a) temphasis added): see alvo 47 U.5.0C, % 15300 (7Fhe term “advanced
commnnicnlimm service” means (A) interconnecied VoiP service: (BY non-interconneeied Vol service |
S These two terms are deflined in 47 ULS.CL 88 133{23) and (34).

* Seventh Browdbeand Progress Reporr, GN Docket No, 104159, FCC 11-78, at %+ (May 20, 201 1),
See also Sixth Broadhad Deployviment Beporr. 25 FCC Red 9536, 9558 €2 (20100,

4

47 LLS.Coat $ 1302(b) (emphasis added).
See NLECA ef of Reply al 61,

k)

{1 N . . o o . . . E - .
CenturyLink Comments at 36, While Centuryl.ink demands immediate expansion of public

funding mechanisms to subsidize its [P newwork, itUis simubtaneously urging the FCC to put off any

consideration of efficient inlerconnection of its 1P network with other carriers that it expects the FCC w

require to subsidize Centurylink. The FCC should reject this obvious inconsistency.

12 s g g g ™~
AT&T Comments at 17 and 25,

” AT&T Rephy ar 2 {italies in original). In making these elaims. AT&T does not identily any 1P

netvwerh operater with which i PO e an 1P Voice Intercomeotion agreemoni. Moreover, b Texas,
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Similarty, Verizon asserts that new rules would “lead to arrangements that are economically and
technically suboptimal, or even unviable.”'”

This position is o be expected given that Verizon and AT&T currently control more than
75% of incumbent local exchange lines and 64% of wircless subscribers. Sprint and other
competitive IP network operators are not asking the FCC to “resolve hypothetical problems that
may never arise.” The fact is that market forces will work on/v if incumbent LECs are willing fo
establish 1P Voice Interconmection agreements. But the record evidence demonstraies that 1P
interconnection agreements are not being widely established with the incumbent LECs. A rule
requiring incumbent LECs to negotiate in good faith 1P Voice Interconnection agreciments cannot
possibly, as the RBOCs ¢laim, “cause significant harmi” “prejudge the outcome of industry
negotiations,” or resultin arrangements that would be “economically and technicatly suboptimal.
or even unviable.™

There is no ambiguity in the statutory divective. Specifically, where the evidence shows
that broadband voice services are not being deployed timely (o all Americans - and such
deployment cannot exist without 11L.ECs agreeing to 1P Voice Interconnection agreements - then
the FCC is to take “immediate action o accelerate deplovment™ ol broadband voice services,
Incumbent LIECs. in taking their position, basically want the FCC to delegate to them the
authority to determine when all-1P networks will become available to American consumers. Of
course, such a delegation would not begin to meet e statutory directive.

Last month. in a report to the Technology Advisory Council CVAC™) the Critical
Pegacy Transition Working Group (CLT-WGT recommended that the FCC Make steps o
expedite the transition™ 1 all 12 networks. ™ The C1LT-WG abserved thata ~last transition” can
Cpenarle significant ceononuic activity and at the same tme lower the otal cost.™ The fact iy
that a transition w all-1P petworks cannol meaningiully begin undl 11LECs, and the major HLECs
in particular. begin o negotiate 112 Voice Interconnection agreements, As Cox has correctly
observed:

Alfowing market forces to determine the tenms of [P-enabled voice
interconnection would essentially give the incumbent LECs the unilateral
ability o develop the paradigm governing 1P interconnecion.'”

In closing. Sprint agrees with XO that the “refusal of 1LECs 10 interconnect with
competitive carriers on an all 11 basis so far is all the evidence that is required to show that

ATE&T claimed it has no obligation to negotiate such agreements (because it placed most of its 1P assets in
a separate affiliate that it decmis (o be unreguiated). See Sprint Comments at 20.
i . . . i

Verizon Comments at 16,

" AT&T Reply at 13: Verizon Comments at 16,

o See Technology Advisary Council, Siaius of Recommendations, at 11 (June 29, 201 1), evailable
at hip:/ftransition.fee. pov/oettac/TACTune201 ] mtgfullpresentation, pdf.

e felat 10,

N

Con Rephyat 3 See ddso Chovond Reply a1
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market forces alone will not usher i reasonable and nondiscriminatory 1P-based
interconnection™
[T} is clear from the current state of the Industry that the necessary widespread
shift to IP-based networks will not occur without some regulatory
. “ 4
intervention.'”

Accordingly, Sprint wrges the Conunission to adopt the rule proposals discussed below,

B. ApOPTION OF A HANDEUL OF HIGH-LEVEL RULES SHOULD ACCELERATE THE
AVAILABILITY OF IP VOICE INTERCONNECTION AND ALL IP NETWORKS

Sprint submitted in its pleadings explicit proposals i response io the FCC™s question
regarding the “steps we can fake (o promote IP-to-1P intercomection.”™ Sprint below identifies
the mostimpottant steps the Commission can take to begin the ransition to ali-11” networks,

1. Incumbent LECs and Their Affiliates That Offer Retail Broadband Voeice
Services Should Be Required to Negotiate 1P Voice Interconnection
Agreements in Good Faith
Several partics have urged the FCC (o establish a firm date by which the transition from
the PSTN to all IP networks, for purposes of interconncection, would be comy ﬁluml lm example.
Sprint has proposed that the transition be completed no later than the end of ”()1 5.2 while AT&T
has proposed that this date be deferred for another vear.™

Incumbent L1ECs have taken the posn ion they should not be reguired to offer any 1P

Voice Interconnection belore the transition end date that the FCC ultimately adopts - even if
they already offer broadband voice services to their own customers and even though such P
interconnection would reduce their own costs of service.™ In other words, 11L1ECs contend that
the entire mdustry should flash cut o 1P inLcrcm'n'acuion o the same, far i the Tutuee, day. The
Comimission should reject this 1.C position. There is o legitimate reason why an HH1C

already offering retail broadband voice services should be excused from negotiating an 1P Voice
Interconnecton agreement with competing [P network operators.

" XO Reply at 2 and 11

H ICC Refirm NPRAL 26 FCC Red at 4773 €678, Sprint further demonstrated the FCC possesses
ample Tegal autherity to adopt its proposed rudes for IP Voice Interconncction. See Sprint Reply,
Appendix 13

. See Sprint Reply at 19, See also Sprint NBP Public Notice #25 Comments, GN Docket No. 09-
51, at 16 (Dec. 22,2009 "By 2016. carriers should provide all of their traffic 1o other carriers in 1P
format.™).

= See, o.g., ATET Comments at 32 (proposing that all PSTN “interconnection obligations™ end on
January 1 ’70]7‘)

-

See, e.g., JCC Reform NPRA, 26 FCC Red at 4710 9 506 ([ TThe vransition to [P can result in
COsLsavings, m(,intllno ’cduumm in cireuit costs. switeh costs, space needs. and utility costs. as well as
the elimination of other s ronalinge overhewd”
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AT&T asserts that direct [P Volce Interconnection is unnecessary because competitive 1P
network operators can always interconnect with it imliz'ect}y.?‘“ But as AT&T recognizes,
because industry quality of service standards for broadband voice do not exist,” 1P network
operators interconnecting indirectly necessarity would be refegated to offering consumers a
broadband voice service without any quality of service guarantees (e.g., their customers’ voice
calls would be treated no differently than a gaming session).*® In other words, AT&T claims that
the FCC should empower it and other IL1:Cs to determine unilaterally the quality of veice
service that their competitors are able to offer to consumers. This position is untenable, and it is
not surprising that AT&T makes no attemp!( to explain how the public interest would be served
by precluding American consumers from having the option of specifying the level of quality they
want 10 use with their veice services - especially when, as even AT&T acknowledaes. such a
capability “alrcady exists™ (at Jeast with direct interconnection),”’

The only objection AT&T makes o direct 1P Voice Interconnection is that this would
require an 1LEC 1o convert some of the Incoming traffic 1w TDM (for calls destined to its PSTN
customers). But this is a flunction that all network operators with a miy of PSTN and broadband
voice customers would assume {e.g.. Sprint would be responsible for converting AT& T s [P
traffic to TDM for the calls destined to Sprint’s PSTN customers), so the performance of this
conversion function would be applied in a competitively neutral fashion. Also. AT&T and other
HLICs offering broadband voice services today already engage in such an JP-THM conversion
for calls between their own PSTN and 1P customers, and no [LEC alleges i would incur any
additional costs in performing this same function for some of the incoming waffic it receives
from other IP networks, Finally, AT& s "solution” - calls between two breadband voice
customers should undergo two. completely unnecossary. IP-T1OM conversions - makes no sense
whatsoever. ™

a See e g, ATET Comments at 220 [y aking this position, however, AT&T does not ideniify any
I setworks that of fer transii functionality 1o ATVE& T s 1P network. including the quality of seivice levels
these networks ofier in conjunction with AT&T s 1P uetwork, While AT&T offers transit services (for an
extra fee. of course). given its position that “miteage pumping™ is an anreasonable practice under § 201(b)
of the Act (see AT&T § XV Comments al 30-33), Sprint assumes that AT& agrees that it cannot require
competitive 1P netwvarks (o use its transit services when the competitor prefers to conneet dirsctly (0
AT&ET s 1P network.

* See AT&T Reply at 1213,

ki

See id at 2 and 8. Since as AT&T concedes. the only way that quality of service guarantees can
be offered teday is vie direct interconnection, there is no basis to ATE& T s assertion that indirect
interconnection acts as a “powerful competitive cheek™ to the ability of 1L1Cs (o misuse their market
power over direct interconnection. See ATET Comments at 23,

See ATET Reply at 13,

Under AT&T s proposal, an 1P network operator would convert its broadband voice waffic into

TIM before delivery to the ILEC, and the 1LIEC would then reconvert the call to 1P for delivery to its
broadhand voice customers. i contrast. under Sprint’s proposal. such calls would undergo no protocol

27

2

CONMVErsions,



Ms. Marlere H. Dorich, Secretary

Sprint Written Ex Parte Letter (WC Docket No. 10-90, e @l.)
July 29, 201

Page 7

In the end, the real reason incumbent LECS are urging the IFCC to ignore the issue ol 1P
Voice interconnection is because, as the FCC has recognized, they have the “perverse incentive
to maintain . . . legacy, eircuit-switched-based {TDM] networks to collect intercarrier
compensation revenue,” even though “1P-to-1F interconnection would be more efficient™

[Thhe record suggests that the curvent [FCCT system may be disrupting a
market-driven transition 10 more efficient forms of interconnection, such as
1P-to-11 interconnection.

As the National Broadband Plan correctly observed, while this forced TDM interconnection
arrangement “may be in the short-term interest of a carricr seeking (o retain 1CC revenues, it
actually hinders the transformation of American’s networks 1o broadband.”™

Broadband deployment and use will not become widespread untit broadband voice is
widely available. In turn. broadband voice will not become widely available and used. much less
achicve its full potential. until 1P networks begin interconnecting on an [P bhasis.

Sprint submits that 1o protect the interests of consumers and to accelerate the a\-'ailabiiil)-'
of robust broadband voice services. the Commission should order those incumbent LECs
offering retail voice broadband services to negoliate in good faith 11 Voice Interconnection
agreements. upon reccipt of a bona fide request. A plain reading of the statufory dircctive -~ the
FCC shall take “immediate action e aceclerate™ the deployvment of broadhand voice capabilitics
-~ demands no less.

2. The Commission Should Adopt Interim Default PO Rules for 1 Voice
Interconnection

“HT e focation of the POT and the allocation of transport costs.” the 1FCC has correatly
ohserved, are “some of the most contentious issues in interconnection pmcculmgs,""" Bven
opponents of new rales recopnive the need for the FOC to establish the default POfs (points of
interconnection) that would be used o exchange broadband voice v dnn, between [P networks in
the absence of an agreement between the two Interconnecting parties,

Google has urged the FCC 10 ¢estab ilxh network efficicncy as one of the overarching goats
that should guide ifs actions in this docket.™ Sprint agrees. and it s for this reason that itand -
Mobile have proposed that the Commission refer ihe default POT Jecation issuc to the
Technological Advisory Council ("TACT) so the FOC can act with the benefit of the TACTs

M;

i [CC Reform NPRAZ, 26 FCC Red at 4709-10 €4 506-507

o Nationa! Broadband Plan at 142

. Linjfled 1CC Rceginw NPRAL 20 IFCC Red 4685, 4727-28 91 (20035).

See AT&T Repl 5 ("The Commission couid easily prevent carriers from dumping off traffic

at inappropriate Iomhonh b_\.’ adoptmg such default POls. ). See also Joint AT& T and Verizon Ex Parle
Letior. Docket No, 08-92 (Qer 14, 2008) (the RBOCs propose default POI rules),

E

Sew Goozle Conunents at 1.
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views on this important subject.”™ Nevertheless, interim default POI rules are still needed to
guide Interconnection negotiations that occur while the TAC is considering this matter and
developing its recommendations o the Commission.

Parties addressing this subject in their pleadings have widely different views regarding
the location of such default 1P POls, but very few of them explain why their proposal is superior
to the alternatives. oy example, some partics recommend retaining current LATA-based POls -
cven though they recognize this arrangement reflects “the networ ks that existed al the time of the
AT&'T divestiture rather than the networks that exist today.™™ Other partics propose establishing
a defaull 1P POL in each Swate or in cach MSA - )Jopusdls that would likely require [P netw 0!1
operators (o build {or obtain from third parGes) new facilities (o reach the new POl locations

Al of these default PO proposals are fundamentally Gawed. They would not support
VolP - voice over [P networks; they would rather require [P voice interconnection locations {and
connecting factlities) that would be used exclusively for ransmission and exchange of voice
traffic. In other words, proponents of the use of LATAs, States or MSAs as the jocation of
default POls effectively want the FCC 1o replicate Tor [P the inefficient inlerconnection
architecture that is currently used for PSTN waffic - except that (he trunks would transport voice
traffic in the IP protocol rather than the TM format.

The Commission should reject these PSTN-centric default POL proposals for the
exchange of broadband veice balfic. As the MPRA corvectly notes, it makes “litile sense for
providers to maintain different interconnection arrangements for the exchange of Voll? and other
forms of Iternet rafTic.™ In fact, as AT&T has stated. “maintaining (wo separate
interconnection regimes for 70-10 traiffic would be arossly inetficiont, and thus would defest
one ol the principal benefits of the transition o all-1P networks™

VolP accounts for only one pereent of the traflic on 1P networks. and as Sprint
notes. “riedesigning 11 networks based on one percent (1%) of the trafTic
uﬂnspm'md over these neiworks so they accommodate legacy PSTN actwork
architecture makes no sense whatsoever.” Instead, efficiency requires

Drov adcls 1o “transpors and commingle [P voice over the same Tacilities used

o a3
o ansport other 1P (vallie,™

3

See Joint Sprint and T-Mobile Lx Parte Letier, Dockel No, G1-920 a1t 3 {Jan. 21, 201D, See alse
Sp;ml Conments at 22-235.

Level 3 Comments al 12, See afso Vypercube Reply at 3,

See Hypercube Reply at 3: Level 3 Comments at 12,

[CC Reforin NPRM, 26 FCC Red at 4773 § 679,

® AT&T Reply at 15 (supporting citations omitted). See also AT& T Comments at 24 ("In fact,
such a bifurcated regime would make o sense af of17) {italics in eriginal). Inexplicably, however,
ATE&T later describes as efficient™ its past propasal that would establish at least one (and for ralfic
destined to ATET customers, severaly POy per cach EATAL See d a 235
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If the default POTs Tor broadband voice are located where networks currently exchange
non-voice IP traffic, the incremental cost to transport broadband voice — whether from the cailing
parly or 1o the catled party ~ would be miniscule, if not zero.™ With efficient IP POls, network

operators would no longer require hundreds (or in Sprint’s case, thousands) of separate tow
capacily facilities currently used for PSTN interconnection (e.g., DS1s, 1DS3s). The cost savings
the industry would realize by interconncceting at a handful of locations would be significant (and
Jikely exceed $1 billion annually). In addition, having far {ewer facilitics and interconnection
points would make use of redundant facilities more feasible. The consumer benefits from such a
sizable reduction in service costs and an merease iy network reliability would be enomous.

Sprint submits that the prccmincni factor the FCC shoutd use in establishing defanit POl
[or broadband voice is to maximize the extent 1o which such voice traffic can be exchanged at
the same tocations where I networks (oday exchange non-voice 1P traffic. Accordingly, Sprint
recommends that while the TAC is considering this subject. the FCC establish interim default i
POIs at the locations where 1P networks foday interconnect for purposes of exchanging non-
voice Internet traffic. Of course. this interim rule would be a default rule only. as two 1P
network operators conld abwavs agree (o use different Jocations for the exchange of their
broadband voice tralfic

3. The Commission Should Ask the TAC to Tdentify the Steps the FCC Should
Take to Facilitate Efficient Indireet Interconnection Befween 1P Networlds

While direet interconnection will he the most appropriate means of exchanging 1P votce
services i many cases. there are over a thousand incumbent LIICs and hundreds of competitive
networks. 10 is notrealistic o beliove that all 1.800 0 2,000 networks witl connect divect]y with
cach ofher. Rather, as is the case today with PSTN interconnection, in many cireumstances it
will bo more efficient for two networks o nerconnect indireety with cach other. using an ¥
network operated by a thivd pary,

The pmuaml probiem. as AT&T recognizes, is that ~additional technical requirements
[ave necded] for indirect interconnection” W ensure a minimum level of gquality oy broadband
voice services. and such standards do nol exist today. ™ While different standards bodies are
working on developing such standards.’ it is not now known when these standards will be
developed, whether they will be sulficiently complete and consistent with cach other, whethel
international standards will bc subtable for the U.S. market, and whether these standards will
provide the minfmun level of service quality that the 'CC believes should be avatlable (o
American consumers,

Given the importance of indivect interconnection, especially with respeet to the traltfic
exchanged with small networks, coupled with the statutory divective that the FCC 1ake
“immediate action 1o accelerate the deployment” of broadband volce services, Sprint submits
that the TAC is ideatly suited to identify the steps the FCC should take to ensure that indirect

Rk

See Sprint Comments at 17-18 and 23-23,
i See AT&T Reply at 12-13,

Seedd al 1 2and 016
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interconnection is widely available and provides the minimum level of service quality that
consumers deserve,

4, The Commission Should Confirm That lts Complaint Remedy Is Available
to Resolve IP Voice Interconnection Disputes — Including Refusals to
Negotiate in Good Faith

Finally, t lm Commission should confirm that any 1P \'mu, network operator may {ile a
complaint with it if the operator is unable to reach timely an interconnection agreement with an
incumbent LE (‘ "

The Commission has fong held hat under Scetion 2(a) of the Act, it has “plenary
Jurisdiction to require L. interconnection negotiations to be conducted in good faithy’

Fhe conduct of interconnection negotiations cannot be separated info

interstate and intrastate components because failure to reach an

intercomection agreement for intrastate services aiso precludes

interconnection for interstate services.™
i the I'CC posscsses the authority (o order that interconnection negotiations be conducted in
good faith. it necessarily follows it ha% the authority 10 entertain complaints alleging that ene of
the parties to the negotiations is not. in fact. negotiating in good faith,

Moreover. the Commiission has squarely held that portabie broadband services must be
subjected to a federal regime beeause such services “eannot be separated into inferstate and
infrastate communications.” and it has furnther declared that this ruling applies to other providers
ol broadband voice services. including fixed location i voice services:

'Fhis Commission. not the state commission. has the responsibility and

obligation to decide whether cortain regulations apply to DigitalVeice and
it

other iP-cnabled services having the same capahlhtm

Of course. i Tived and poriable broadband voice services are subieel (o a foderal reghiel it

. . J3
necessarily follows that mobile broadband voice services must be subject to the same regime.
Indeed, the F'CC has recognized that broadband voice is merely an application like other

A2

The FCC possesses reaulatory authority to resolve 1# veice interconnection disputes whether
broadband voice seivices are deemed (0 be a telecommunications service or an information service, See
Sprint Reply Comments, Appendix 1 at 6.9,

i See Cellular Iterconnection Reconsideration Order, 4 FCC Red 2369, 2371 % 16 (1989, See
albso Callvden Iiterconnection Order, 2 FCC Red 2910, 2912-13 9 21 (1987).
B Fonage Order, 19 1°CC Red 22404, 22404-05 9 1, 22424 4 32 (2004), ¢ff . 483 F.3d 570 (8" Cir.

2007). Given the FCCs finding that certain broadband voice ser \'lccs should be Classaﬁeci as interstate,
information services, see pudver.con Order, 19 FCC Red 3307 (2004), and given the importance of
competitive neutrality so markets can operate effectively, it is critically important that all providers of
broadband voice services be regulated under the same set of regulatory rules,

is

This ix especially the case with respeet to mobile services because Congress has explicitly given
the FOU regutatory authorite aver intrstate mobile senvices. See 17 VS0 8 T3 b)topening elanse).



Ms. Martene H. Dorich, Secretary

Sprint Wrilten Ex Parte Letter {WC Docket No. 10-90, ¢/ al.)
July 29, 2011

Page 11

applications used with broadband Internet access services, “thus making jurisdictional
determinations about particular DigitalVoice communications based on an end-point approach
difficult, if not impossible.”

Finally, FCC enforcement of federal [P voice interconnection rules are needed given the
very nature of 1P technology and the business arrangements that are developing as a result. Two
1P voice providers will negotiate one interconnection agreement, and even national providers
will typically exchange their IP voice traffic at most al three or four locations nationwide. Ciiven
this reality and given that Congress has given the FCC exclusive regulatory authority over
mlenxtdlc services, " only the FCC can efficiently enforce whatever rules it adopts to promote the
inlerconnection and LRC]](IHQ_C of 1P veice services,

For all these reasons. umpiui wilh the statulory directive that the I'CC take “immediate
action to aceelerate deployment™ of broadband vaice services, Sprint urges the Conpuission (o
confirm that it will enfertain, and act expeditiously on, any complaint lhdi an i1.1:C or its alfibate
offering retail broadband voice ser\-'icef; is acting in bad faith or otherwise refusing to accept
reasonable terms of interconnection for the c\chdngc F1P voice services.

Verizon asserts that Sprint and other competitive 1P network operators want the 1'CC o
adopt heavy -hdndc d 'cwu]ulion 1 white /\"['&'l" claims that competitors want the IFCC o adopt
a one-size-fits all regulatory framework.™ These RBOC clanms grossty misrepresent the
position of the competitive industry, As XO states. itis “not necessary for the Commission fo
analyze all the nuanced details ol 1P interconnection in order to take the eritical step of
condirming tlm all carriers must provide 117 interconnection and traffic exchange (dmc by or
mdmu!)). The handiul ol rules (hat Sprint discusses above would not. as Verizon claims.
possibly result in arrangements that would be “cconomically and technically suboptimal. or even
unviable.™ Nor could such a regime. as AT&T asserts. possibly cause ™ more harn than good”
or fead o the same type of market distortions .. . that afTlict the PSTN.

0 “onage Order, CC Red at 22410 4 240 See also Americw Libraries Adssn v, Paiaki, 969 T,
I3 Order, 19 FCC Red at 22410 € 240 See of Lit tss'n v, Pargki. 969 ]

Supp. 160, 170 (S.02N.Y. 1997) (CInternet protocols were designed to tgnore rather than decument

g oomplm location.”).

Sees e, Fonage Order, 1O TCC Red at 2241214 44 17418,

- Verizon Reply at 36.
.:9 AT&ET Reply at 135,
0 XO Reply at 10, See also Cablevision Reply at 7 ("Cablevision and others do not propose a

heavy hand of Commission regulation ‘1o displace efficient market forces with preseripiive rules.”™).

<3

Yerizon Comments at 16,

A& Comments w1 23,
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The Commission in its Open Iniernef Order determined (hat the best approach for
ensuring the openness of the Internet was to adopt high-level rules that would be applied in case-
by-case adjudication, where the FCC would have the benefit of acting in the context of concrete
facts. Asthe FCC explained, the “novelty of Internet access and traffic management questions,
the complex nature of the Internet, and a general policy of resiraint in setting policy for Internet
access service providers weigh in favor of a case-by-case approach.” Sprint submits that the
same approach should be utilized with respect to 1P intercomection regarding the exchange of
broadband voice traffic. Specifically, to accelerate the availability of 1P Voice Interconnection,
the Comnyssion should expeditiously:

1. Direct incumbent L1:Cs providing retail broadband voice services 1o
negotiale in good faith upon receiving a hona fide vequest for an [P Voice
Interconnection agreement;

2. Adopt interim default POI rules for IP Voice Interconnection while the
TAC develops recommendations for permanent rules;
3. Ask the TAC (o identfy the steps the FOC should take to facilitate

clhcient indirect interconneciion between IP networks: and

4, Confirm that the 'CC will entertain complaints that an incumbent 1L.1EC s
not negotiating in good faith.

Respectfully submitied,

2 Charles IV MeKee

Charles W. McKee

Viee President - Government Allairs
Federal & State Regulatory

ce {vig email):  Zac Katz
Margaret McCarthy
Christine Kurth
Angela Kranenberg
Sharon Gillett
Randy Clarke
Rebekah Goodheart

Open Iiternet Order. 25 FCC Red 17902, 179524 83 (2010}, This case-by-case approach, the
FCC noted, received “almost universal support among commeniers.” Adat 17986 157
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Sprint Nextel

Suite 700

900 7th Street, NW
Washington, DC 20001

July 29,2011

Via Electronic Submission

Ms. Marlene 1. Dortch, Scerctary
Federal Communications Commission
445 12" Street, $.W., Room TW-A325
Washington, D.C. 20554

Re: Written Ex Parte Communication
Application of LEC Access Charges to Interconnected VolP Traffic
WC Docket No. 10-90, GN Docket No. 09-31, WC Docket No. 03-337, CC Docker
No. 01-92, CC Docket No, 96-45, WC Docket No 03-109

Dear Ms Portch:

Sprint Nextel Corporation (“Sprint”™) submits this letter (o respond to those LECs
requesting that the Commission permit them to impose access charges on interconnected VoiP
traffic. Sprint demonstrates below that the Commission cannot grant this LEC request, both as a
matter of an explicit statutory mandate and as & matter of Taw.,

A, APPLYING ACCESS CHARGES TO INTERCONNECTED VOIP TRAFFIC WOULD BE
INCOMPATIBLE WiTH THE CONGRESSIONAL DIRCCTIVE IN SECTION 706

Congress has specilied that the FCC “shall encourage the deployment on a reasonable
and timely basis of advanced telecommunications capability 1o all Americans,” and it has
further classified interconnected VoIP service as an advanced communications service.” The
Commission recently concluded that broadband is “not being deployed in a reasonable and
timely fashion to all Americans.” This finding is important because in this situation, Congress

! 47 U.S.C. § 1302(a).

o]

- 47 U.S.C. § 153(1)*The term ‘advanced communications service’ means (A) interconnected
VolP service . . ..”). Congress has defined interconnected VoIP service by referring to FCC Rule 9.3 “as
such section may be amended from time to time.” See id. at § 153(25).

! Seventh Broadband Progress Report, GN Docket No. 10-159, FCC 11-78, at 9§ 1 (May 20, 2011).
See also Sixth Broadhand Deployviment Report. 25 FCC Red 9356, 9358 4 2 (2010),

Officer: (703) 4333786 Fax: (202) 5885-19040 charles.w.nickee@sprint com
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has specifically directed the FCC to 1ake “immediate action (o aceelerate deployment of such
capability,”

In response to the call for “immediate action™ to “accelerate deployment™ of
interconnected VolP service, the LECSs propose to impose new costs — in the form of legacy
access charges - on providers of interconnected VoIP services, even though such access charges
are well above economic cost.

lowest access charges in the country are 0,35 cents/minute - and some access
Tharees are as hieh as 35.9 cents/minute. The Wireline Rure: ever. has determined that
charges are as high as 33,9 cents/minute.” The Wireline Bureau, however, has determined tha
“the incremental cost of termination [on circuit switches] is zero.™ Given this conclusion, even
the “lovwest " aceess rate consiitites 100 percent profit ta the LEC.

The igwe

The following four 1LECs all favor applying their legacy aceess rates (o interconneeted
VolP traffic, and it becomes immediately apparent why they fake this position. Based on the
SO.0007/minute ISP rate (rather than the more accurate but lower “de minimis™ or “zero”
incremental cost) these 1LIECs generate truly remarkable profit marging:

Interstate Intrastate
Average Profi Average Profis
Rate Margin Rate Margin
AT&ET 686%% (0.80¢ 1.043%
Centrylink 4.471%

Windstream J¢

I'roxntior

! 471.8.C§ 1302(h).

3

The “lowest™ rate is the average traffic sensitive rate the RBOCs charge for interstate access. See
47 CF.R.§61.3(q9). See wlso National Broadband Plan af 142 (Access [riates vary from zero to 359
cents per minute.”).

¢ See Chatrman Mavein s 1CC Reforar Proposal, 24 FOC Red 6478, 6611 4255 2008), See alse
Virginia Arbitration Cost Orcler, 18 FCC Red 17722 (2003) Bureau {inds Verizon incurs ne incremental
costs of termination with its circait switches). Similarly, three prominent economists have advised the
FCC that the incremental costs of termination on circuit switches are “de minimis,” il not zero, and that
wansport involves “very little incremental costs.”™ See 24 FCC Red at 6610-11 4% 255-56. AT&T has
submitied evidence that the incremental cost of termination for one softswiteh is zere, while this cost with
another sefiswiteh, usine “conservative” estimates. ranees [rom 0.01 10 0.024 cenis/minate. See if at
G611-128 257, ) )




Ms. Marlene H. Dortch, Secretary

Sprint Written Ex Parte Letter (WC Docket No, 10-90, ef al)
July 29, 2011

Page 3

.ECs also propose imposing their bloated access charges even though these per-minute
charges are fundamentally incompatible with the flat-rated price structure that VolP providers
typically use with their retail services. For example,

o AT&T, with its U-verse services, offers “unlimited calling within the U.S.
and to Canada, Puerto Rico, the U.8. Virgin Islands, Guam, and the
Northern Marianas for just $35 per month.”’

¢ Comcast for existing customers offers for $19.99/monthly an XFINITY
voice service that inctudes “unlimited local and long-distance calls in the
United States, Canada and Puerto Rico. Enjoy the latest teclhmology like
Universal Caller 1D on your TV and PC and voicemail you can check
online. Plus, i2 pnpuim‘ calling features including Call Waiting, 3-Way
Calling and more.™

* Vonage offers for $25.9%/monthly (fotllowing a three month promotionat
rate of $14.99) its Vonage World service, which includes “unlimited local
and long distance home phone service across the U.S., Canada and Puerto
Rico,” “unjimited calling o landlines™ in 60 countries, and “unlimited
alling to mobile phones™ in 10 countries, “even India.™

o CenturyLink-Qwest offers for $19.99%/monthily an uniimited VolP calling
plan for domestic calls - while the same plan using its circuit-swilched
network is more than twice the price: $45/monthly. '

As Verizon has documented, even if VolP customers have ondy moderate “toll” usage, their
VoIP provider could see annual cost inercases of up 1o $180 - or more."' Cost increases of this
magnitude necessarily will be passed throueh (o customers in the form of higher retail prices,

Of course, imposing significant new costs on interconnected Vol services cannot
possibly accelerale deployment of such services. 1t is therefore unsurprising that no 1LEC has
atlempled 1o reconeile its “impose legacy access charges™ position with the specific mandalte that
Congress imposed on the FCC i § 700 of the 1996 Act. In Fact, under no circumstances can
anyone credibly claim that imposing bloated access charges on providers ol interconnected Vol
services will “accelerale™ broadband deployment and use of broadband voice services.

See hitp/vwoww.att.com/u-versefexplore/voice-plans.jsp (visited June 1, 201 1).

See hitpi/fwww.comeast.com/Corporate/Learn/DigitalVoice/digitalvoice.html {visited July 28,

See httpi/fwww.vonage.com/world-calling-plans/vonage-world/ (visited July 28, 2011).

19 Compare http/fwww.qwest.com/residential/products/voip/ and

hitpfwww . awest.com/residential/phonelanding/ (visited July 28, 201 1).

v See Verizon § XV Reply Commoens filed April 182011 at 8.
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B, THE FCC CANNOT CLASSIFY INTERCONNECTED VOIP SERVICE AS A
TELECOMMUNICATIONS SERVICE AND SUBJECT 1T TO THE ACCESS REGIME
WITHouT OVERRULING 30 YEARS OF UNIFORM PRECEDENT

Many LECs contend that the “simplest way™ for the FCC to apply access charges to
interconnected VolP service would be {0 classify this advanced service as a “lelecommunications
service™ under the Act.'? However, the FCC cannot make such a classification and impose
access charges on such service without overruling 30 years of uniform precedent.

Access charges have never been applied o information services. The FCOC decided not @
apply such charges to what it then called enhanced services in its 1983 mdcrs establishing access
charges." As the FOC tater explained. the imposition of access charges is “not appropriate and
could cause disruption in hix industry segment that the provision of enbanced services o the
public might be impaired.”

shorty following enactment o '1he 1990 Act, which added the “information services”
classification, the CC held that “all of the services the Commission has previously considered
to be “enbanced services” are “information services.”™ The FCC Turther reafTirmed that LECs
may not impose access charpes on information service providers:
We find that our existing policy promotes the development of the information
services industey, advances the goals ol the 1996 Act, and creates significant
benelits for the cconomy and the American people
The presence or absence ol a “net” prod tocol converston has buvn onc of the defining
factors the 1°CC has considered in determining whether a particular service should be classitied
as an mfulmal on service or a telecommunications service.” For cxampic. i it JP-iethe-
Middic Grder the FOC held that an IXCTs use of T2 within its long haul network constituted a
telecommunications service because the tofl calls underwent "no net protocol conversion” {as
Both the calling and called parties were still served by TDM networks). ™ Citing Rule 69.5(b).

See Cheyond Reply Comments al 16, See also Compie! § XV Comments at 2-7; Rural 1.1C

Section XV Group Comments at 7-8.

See ATESAVATS Marker Structure Order, 97 1F.C.C.2d 682, 715 € 83 (19931, To achieve this
result, the FOU adoplc(i Rule 69.5(b). which provided in relevant part: “Carrier’s carricr charges shall be
compuited and assessed upen all interexchange carriers that use local exchange switching facilities for the
provision of interstate or {oveign elecompnaiications services.” Id. at Appendix A (italics added).

a Enhanced Service Providers Order, 3 FCU Red 2631, 2633 4 17 (19881,

F Non-Acconiing Safeguards Orcder, V1 FCC Red 21905, 21955256 4¢ 102-03 (1996).

e First ecess Charge Reformn Order, 12 FCT Red 15932, 16003 450 (1997).

” See, e, Non-Accounting Safeguards Order, 11 FOC Red at 21956-38 44 104-06. The Act's

definition of information service is nearly verbatim with the same term as defined in the 1982 AT&Y
Consent Decree. The antitrust court had also consistently construed proiocol conversations as being
within the scope of the Decree’s delinition of information services. See, e.g., United Sicites v. Bestern
flecirie, 673 F. Supp. 325 (D.D.C.1087).

" Soee AT I inshe Vddle Order, Y9 VOO Red TI3T 8], 7465 € 12 (20040,
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which limits access charges to telecommunications services, the FCC concluded that access
. . ~ [y
charges may be assessed on this IXC's vaffic."”

While the FCC has not yet addressed the regulatory classification of interconnected VolP
services, several federal courts have been asked to decide whether access charges may be apphied
to such traffic. These cowrts, appl)nw the Actand IFCC precedent, have held that mu,u,oamcctcd
VolP services are information services and that as a result, access charges may not be imposed. #
For example, in Southwestern Bell v. Missowri PSC, 461 . Supp. 2d 1055 (11D, Mo. 20006),
ATET appealed an arbitration order that precluded it from imposing access charges on
interconnected VolP waflic, The court rejected AT& P s argumenis and held that interconnected
VolP services are an information service under the Act:

Net-protocol conversion is a determinative indicator of whether a service is an
enhanced or information service. ... The communication eriginates at the
calter™s Tocation in trwe 1P protocol, undergoes & net change in form and
content when itis transformed at the CLECs switeh into the THDM format
recognized by conventional PSTN telephones. and ends at the reeipiont’s
focation in TDM. Withoul this protocol conversion from 1P to TDM, the
called party’s traditional telephone could not receive the VolIP call (id at
JG81-82). '

Noling that information services are “outside the access charge regime.”™ the court then held that
‘the MPSC correctly ruled thar CLECS should not pay aceess charges when they originate or
terminaie 1P-PSTN Eral!ac (7l at 1081)."

Administrative agencios are. of course. {iee 1o change their policies so long as they
upply o reasoned anadysis md Hl:w that prior policies and standards are being deliberate y
changed, not casually ignored ™ But given that the PCC has determined that information

fdoav TAST 4 and 7406 4 A4, See also Prepaid Calling Cord Opder. 21 1FCC Red 72907297
C2002006) (FCC applics the same analysis i connection with 1XC prepaid cards where the 1XC uses 1P
within ils network).

":('} Sve Paclec . CommParioers, 2000 U8, Dist, LEXIES 51926, at ®*6 and *8 (2.0, I'ch. 18,
2000) (The *net conversion of the |interconnected Vol P caHs is properly labeled an mfo,a.mlion service”
and “[i]nformation services are not subject o the access charge regime.™). See alse Fonage v. Minnesola
PUC 290 T Supp. 2d 993,999 (D, Minn. 2003) (The interconnectled "VolP servive provided by Vonage
constitutes an information service™ because for “calls 01'i<'inming with one of Vonage's customers, calls in
the VolP format must be fransformed into the format of the PSTN before a POTS user can receive the
call.™) aff e, 394 F.3d 568 (8% Cir. 2004).

Given (hat federal conrts have uniformiy held that interconnccted VolP services constiluie an
mformation service and (hat access charges may not be d[)});lﬁ(! as a resull it s difTieult o understand the
LEC claim that the decision by VoIl providers not 1o pay LEC access charges constitutes a “reckless
decision™ that is “unsupported by Commission precedent.” FITA Section XV Reply Comments at 6.

2t

o

Although AT&T appealed other parts of this district court order, it chose not o appeal the ruling
prohibiting access charges on interconnected VolP watfic, See Sowheestern Bell v, Missourt PSC, 530
.3d 676 (8" Cir. 2008).

Cfvconvr Boston s POC G 2d 801 882 000, O 1970
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services should not be subject to LEC access charges to “promote the development of the
information services industry™ and 1o “create significant benefits for the economy and the
American [3@0;310,”23 oiven the explicit Congressional mandate for the FCC to take “immediaie
action (o accelerate the deployment” of interconnected VolP services,? and given the NBP"s
{findings that per- -minute charges should be eliminated because they are hindering broadband
deploynient, it is not apparent why the Commission would want o change course and impose
the access regime on information services,

LIaCs, unable o challenge the ana]ysis above, instead urge the FFCC to focus on its “ESP

Exemption,” which the L1Cs argue was - nL\ er inlended 1o exempl” providers of interconnected
VolP services from paving access charges. ¢ But of course. the FCC did not specifically

“intend™ o address mlx.monmc.u,d Vol when it first established the ESP Lxemption. since VolP
tcchnology did not even exist al that time. BBut whal is important is that since tien, the 1'CC has
repeatedly realTirmed that access charges may not be applied to enhanced services (or later, (o
information services).

More fundamentally. the ESP Lxemption is no longer velevant, The FCC has recognized
that the information services definition which Congress added to the 1996 Act, white il
encompasses all services that had previously been treated as enhanced, is also broader than the
former enhanced serviees definition.”” Consequently, the Commission should decide the aceess
charge question under the ActUs regulatory classilications, rather than attempt {o define oy
modily) the ESP Exemption that <1ppimd before Congress changed the Act.

C. SECTION 251(6) PRECLUDES IMPOSITION OF ACCESS CHARGES EVEN K
INTERCONNECTED VOIP SERVICE IS DEFEMED TO B A TELECOMMUNICATIONS
SERVICE

some LECs comend that i the OO classifies interconnected Voll? service as
telecommunications service, then “access charpes would avtomaticalty apply™ to inferconnected
VoIl service ™ These LECs are mistaken because interconnected VolP traffic docs not fall
within the scope of the § 231 {g) access charge s.\u;mnn even i the service is deemied o be a
new, post-1990 subset of the telecommunication services regulatory category,

The 1FCC has held repeatedly that the reciprocal compensation statute, § 23 Hb)(5). “on
its Tace”™ reguives LECs w establish reciprocal compensation arrangements [or lhu. lmnspml and
termination of “all ‘[el'*communicmions‘ they exchange with another (clecommunications
carrier, without excention™

See First Access Charge Reform Order, 12 1FCC Red at 16003 4 50,
a See 47 U.8.C.§ 1302¢b).
2 See National Broadband Plan, Recommendations 8.7, 8.1 1 and §.14,
2(' Consalidated Section XV Reply Comments at 6. See a/so AT&T Section XV Comments at 27.
v See Nom-Aceounting Safeguards Order, 11 FOC Red 21905, 21955-56 ¢ 103 (1996).

See, (SR

Chevond ¥ NV Rephy Coptments ar 10



Ms. Marlene . Dorteh, Secretary

Sprint Written Ex Parte Letter (WC Docket No, 10-90, ef af.)
July 29,2011

Page 7

Unless subject to further limitation, section 251(b){(5) would require reciprocal

compensation for transport and {ermination of ¢/l {elecommunications traffic,

~i.e., whenever a [LI:C] exchanges telecommunications traffic with another
2¢

cartier,

There is one exception to this LEC duty. Specifically, “Scction 251(g) singies out access (raffic
for special treatment and femporarily grandfathers the pre-1996 rules applicable to such traffic.
inchuding rules governing ‘receipt of compensation.”"’“

The temporary access charge exception in § 251(g) is limited in scope (o certain activities
that predated the enactment of the 1996 Act. The plain language of this statue makes clear that it
zi;ﬁhiics‘ onl\-‘ 10 hc "‘coniimlcd cn}‘orccmc' " oi‘lhose i terconncclio l‘cxu'iclicms‘ emd

nmmdmlc]} pm,ul ng kh!lldl}* %‘ 19% UndCl dn) C mgula on, mdc Lo pol;n,) of the
Commission.”™ Thus, the D.C. Circult held that the FOC emred in attempting to bring 1SP-bound
traffic within the scope of § 251(g) because ihuu_lmd been “no pre-Act obligation relating (0
intercarvier compensation of [ISP-bound traftic,”™" The Court further held that the FCC does not
possess the discretion to enlarge the {ypes of services that fall within the scope of the § 251(g)
grandf L1i31c1 provision (and thereby narrow the scope of the § 251{b)(5) reciprocal compensation
statute).”™

Two federal courts have been asked to determine whethey interconnected VaolP traffic
fulls within the scope of § 251(2). Both courts held thar under the Act, LECs may not impose
access charges on interconneeted VolP calls beeause such traffic does not fa)l within the
§ 251(g) access charge exemption:

Because W-PSTN is a new service develeped after the Act. there is no pre-Act
compensation regihme which could have governed in and thevefore § 251(2) is
inapplicable. As a results IP-PSTN tralfic falls within the statutory mandate
that reciprocal compensation be used 1o campensale carriers [or transporting.
raffic between calling and catled parties that subscribe o different carriers.”™

) 2000 ISP Renand Oreler, 16 FOC Red 9151, 9163-66 €% 31-31 (2007) Gilalics in original;
anderscoring added), remided on oiher gr rmzm’.s‘ J ortdCan v I CCL 288 1 34429 (D.CL Chre, 20( 2N
See cdse Connect America Fund ef af. NPRA, 26 P'CC Red 4534, 47129 313 (Feb., 9, 200 DOC Reform
NPRALY 2008 ISP Remand Order, 24 FCC Red 6475.6479-80 G 8 (2008 ), ¢ff d. Core v, ICC, 592 .54
P3O (D.C Cir, 2000, cert. denied, 131 8, CL 626 (Nov, 15, 2010).

\'” See JCC Reform NPRM, 26 FCC Red at 4712 % 514 (emphasis added ). See also 2001 1S9
Remand Order, 16 FCC Red at 9166-67 % 3d: 2008 ISP Remandd Order, 24 FCC Red at G483 4 16,
i WoridConr v, FCC, 288 F.3d 429, 433 (1.0 Cir, 2002) (italics in original).

See i CBat nothing in § 251{) seems fo invite the Commission’s reading, under which (it

seems) it could override vmuaiiv any provision of the 1996 Act se Jong as the rude it adopted were in
some way, however remote, tinked 10 1LI:Cs™ pre-Act obligations.™).
Soutfnvestern Bell v Missouri PYCCA6E . Supp, 2d 10350 FO80 (113 Mo, 2006) (supporiing

s

Citibions omiitted s Ser v Pocdoe v Paiieers, TOUO VIS DSt LENTS 31026, w0 DOl Feb
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No one can credibly claim that there existed on February 8, 1996 an obligation on
providers of interconnected VoIP services to pay LEC access charges. After all. the current
dispute ~ whether access charges should be applied — obviously would have never arisen had
there been such an obligation in 1996, Consequently, whether interconnected VoIP service is
ultimately deemed to be an information service or a (elecommunications service is irrelevant.
Fither way, the service does not fall within the § 251(g) grandfather provision, and the Act
therefore precludes LIECs from imposing access charges on interconnected VolP trallie. At
most, interconnected VolP traffic ean be subjected to reciprocal compensation rates.™

D, CONCLUSION

Based on the foregeing. Sprint respectfully submits that the Commission may not
fawfully permit LECs (o impose aceess charges on interconnected Vol services. Moreover. to
the extent that policy is relevant, imposing legacy access charges, set al rate levels well above
cconomic cast, cannol possibly be deemed to be action that would “accelerate™ the deployment
of interconnected VolIP services.

Respectiully submitted.

af Charles 1, MeRee

Charles W. McKee

Vige President - Government AlTairs
Federal & State Regudatory

co (vigemuaily Zac Katy

Margaret MeCarthy
Chistine Kurth
Angela Kronenberg
Sharon Gillets
Randy Clarke
Rebekah Goodhearn
Austin Schtick

8, 2010) (" There cannot be a pre-Act obligation relating to inter-carvier compensation for Voil, because
Vol was not develaped until the 1996 Act was passed.™),

See JCC Reform NPRAL 20 FCC Red at 4748 % 615 (Interconnected Vol traffic is
“tefeconmumunications™ ralfie within the scope of § 251(h)3) regardless of whether interconnecied VolP

service were 1o be chosstlied as g wlecommuenications service or information service. ).

LR



ATTACHMENT C

Estimated Impact of Assessing Access Charges on VolP



Interconnected VolP Subscribers

Approx. Average Access Usage per Sub per Month
Estimated VolP Access Usage

Skype Out Traffic

Total

Interstate:

Estimated Interstate VolP Usage

Average Interstate Access Rate
Estimated Interstate Access on VoIP

Intrastate:
Estimated Intrstate VoiP Usage
Average Interstate Access Rate

Estimated intrastate Access on VolP

Total Estimated VolP Access Charges

0

5 A

5/30/2011

33,801,800

300

121,686.480,000

2,064,516,129

123,750,996,129

82,500.664,086

0.0080
660,005.312.69

4%,250,332.043

0.008C
330,002,656

990,007,969.03

1213172010

31,258,000

300

112,528,800,000

75,019,200,600

0.0680
600,153,600.00

37,509,600,000

0.0080
300,076,800

900,230,400.60

6/30/2010

28,895,000

300

104,022,000.000

$9,348.060,000

0.0080
554,784,000.00

34,674,0006.000

0.6080
277,392,000

832,176,000.00

&

1213172008

25,981,000

300
93.531,600,000

62,354,400,000

0.008C
498,835,200.00

31.177,200.000

0.0080
249,417,600

748,252,800.00

6/30/20069 12/31/2008
23,463,000 21,255,000
300 300

84,466,800,000

56,311,200,600

0.0080
450,489,600.00

28,155,600,000

0.0080
225,244 8060

675,734,400.00

76,518.000,000

51,012,000,000

§ 0.0080
$408,096,000.00

25,506,000,600

$ 0.0080
$ 204,048,000

$612,144,000.00

Notes:
Actuals from Tabie 8 of FCC
Local Competition Report. 6-30-
11 trended from actuals
through 6-30-10

Estimate from Statistics of
Common Carriers Hsitoric Data
Subs times Minutes times 12

Skype-off network was 12.88 in
calendar 2010. USA has 20M
of Skype total of 124M subs
Skype plus interconencted
VoiP

approximately 2/3 of calling is
interstate

Approximate average intersiate
rate paid

Minutes times average rate

approximately 1/3 of calling is
intrastate

Approximate average inferstate
rate paid

Minutes times average rate

interstate and Intrastate
charges in totai
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