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August 30, 2016 

Ex Parte 

Marlene H. Dortch 

Secretary 

Federal Communications Commission 

445 12th Street SW 

Washington, DC  20554 

Re: Special Access for Price Cap Local Exchange Carriers, WC Docket No. 05-25, 

RM-10593; Investigation of Certain Price Cap Local Exchange Carrier 

Business Data Services Tariff Pricing Plans, WC Docket No. 15-247; Business 

Data Services in an Internet Protocol Environment, WC Docket No. 16-143 

Dear Ms. Dortch: 

On August 26, 2016, Charles McKee and Chris Frentrup of Sprint Corporation 

(“Sprint”), Richard Metzger of Lawler, Metzger, Keeney & Logan, LLC, and the undersigned of 

Harris, Wiltshire & Grannis LLP, met with David Zesiger, Deena Shetler, Eric Ralph, William 

Kehoe, and Richard Benson of the Wireline Competition Bureau.  The attached presentation 

describing an Ethernet benchmark proposal formed the basis of our discussion.  We also 

discussed possible alternative approaches to enforcing the Ethernet benchmark rules and other 

pricing safeguards.     

Pursuant to the Commission’s rules, I have filed a copy of this for inclusion in the public 

record of the above-referenced proceedings.  Please contact the undersigned with any questions.  

Sincerely, 

Jennifer Bagg 

Counsel to Sprint Corporation 

Attachment 

cc:  meeting participants 
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Overview: Setting the Ethernet Benchmarks

2

A benchmark should apply to Ethernet-based BDS deemed non-
competitive by presumption (at or below 50 Mbps) or by the competitive 
market test (above 50 Mbps up to 1 Gbps).  Above 1 Gbps would be 
presumed competitive; no benchmark would apply.

The benchmark should be set as follows: 

1. Adjust the tariffed DS1 special access circuit rate of each price cap
carrier using the full one-time and annual X-factor minus inflation
adjustment.

2. Use the adjusted DS1 rate (the “anchor rate”) to set the rate of the
price cap carrier’s lowest speed Ethernet service above 1.5 Mbps—
typically 2 Mbps or 3 Mbps.

3. Use each price cap carrier’s respective relationship of rates for higher-
speed Ethernet services to the lowest-speed Ethernet services to derive
the benchmark rates for higher Ethernet speeds.

4. An annual reduction based on the going-forward X-factor would apply.
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Step 1: Establish Just and Reasonable DS1 Rates
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• Identify the tariffed DS1 rate based on term (e.g., 1 year, 3 year, 5 year)
for each price cap carrier.

• Include one channel termination, one fixed mile, five variable miles, and
1/20th of a DS3/DS1 multiplexing arrangement.

• Apply the full one-time time reduction and annual X-factor adjustment
to this rate based on the proposed Connect America Cost Model
(“CACM”) TFP analysis.

• Accounts for the freeze in rates under the CALLS Order

• After this adjustment, the FCC can use the DS1 rates to initialize
Ethernet benchmark rates.
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Step 2: Calculate Benchmarks for Lowest Speed Ethernet 

Service
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• Each price cap carrier’s adjusted DS1 rate would serve as the benchmark for the
lowest speed switched Ethernet service above 1.5 Mbps (e.g., 2 or 3 Mbps).

• This adjusted DS1 rate also becomes the “anchor rate” for setting the price
curve for benchmarks at higher bandwidths.

• A separate benchmark would be set for standard term lengths (e.g., 1 year, 3
year, 5 year).

• Use separate DS1 anchor rates for each term
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Step 3: Set a Price Curve for Higher Speed Ethernet 

Services
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• Apply each price-cap carrier’s respective relationship of rates to the lowest
speed Ethernet benchmark to arrive at benchmarks for higher speeds.

• Use the publicly available product guide of each price cap carrier to establish a price curve for
each carrier’s highest quality Ethernet-based BDS service on a three-year term

• Establish curves based on rate schedules for the highest quality services sold in areas with
some competitive pressure

• Ensure curve includes rates for most common bandwidth levels (10, 20, 50, 100, 200, 500 MB,
and 1 GB)

• To generate benchmarks for different term lengths, apply curve to relevant DS1 anchor rate

• Existing price curves will produce conservative benchmarks: record is clear that costs do not
increase much with capacity

• The Commission should encourage price cap carriers to publish product guides,
but, if unavailable, price cap carriers can submit pricing information to the
Commission.

• For Ethernet products without available rate information, averages can be used
to calculate the applicable benchmark.
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Step 4: Apply Annual Reductions Going Forward
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• Each benchmark should be reduced annually by an X-factor (minus
inflation).

• As with TDM, the Ethernet X-factor can be calculated using the CACM.

• Since the X-factor is set based on total company-wide productivity, it is
reasonable to apply the same X-factor to both TDM and Ethernet.
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Application of the Benchmark

7

• The benchmarks, as determined above, should apply to the Ethernet service 
closest in quality to a TDM DS1.  Based upon current Ethernet service offerings, 
this generally reflects the highest quality of service ILECs currently offer.

• More accurate: DS1 rate would apply to DS1 service quality

• Easier to administer and more effective: no need to identify a lower service 
level and regulate permissible price increases for TDM-equivalent service 
quality

• Rates for services with lower service quality should reflect a reasonable 
relationship to the benchmark

• The Commission must ensure that benchmarks apply to all customers, and 
prohibit discrimination against purchasers of wireless backhaul.
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Exempt New Entrants Until Next Competition Assessment
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• The Commission should reassess market competition in approximately three 
years.

• At that time, the FCC can better evaluate the need to apply benchmarks to 
competitive providers.
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Enforcement
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• Require price cap carriers to post benchmark schedules online.

• Adopt a streamlined dispute resolution process.

• Place the burden on the seller to establish that rates in excess of the benchmark 
are reasonable.

• Allow buyers to pay the benchmark rate during pendency of a complaint, subject 
to true-up and interest.






