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RECIPR.OCAL Tl:RMlNATION ISN'T A TBtu;AT TO CONSUMERS' BILLS, AND

UNIVERSAL SERVICE WILL NOT DISAPPEAR IF IT'S ADoPTED

Eliminating the excessive rates charged by LECs for CMRS interconnection will
not generate new costs for local telephone users, as some LECs have charged. Indeed,
the expert representatives of residential and business communications consumers have all
unequivocally supported the FCC's reciprocal tennination (or "bill and keep") proposal.)
Moreover, the FCC is separately addressing the issue of universal service in another
proceeding, and should not allow the red herring of"LEC vulnerability to competition" to
distract it from dealing with the real issue at hand: excessive LEC interconnection rates.

CRYING WOLF

For decades the LECs have attacked each new area of consumer choice and
competition as guaranteeing that local telephone rates would increase. The LECs have
cried wolf so many times, the FCC should follow the lead of the Michigan PSC, which,
in a recent CLEC-interconnection proceeding, recognized the "exaggerated claims" of
one LEC as being without merit. As the Michigan PSC noted, approvingly quoting one
witness:

[The LECs] claims of serious economic ham are like an echo
from the past. Since the late 1950's, the LECs have advanced virtually
the identical claims of economic hann, 'imbalanced competition' and
'cream-skimming', as grounds for rejecting every federal and state
policy designed to promote competition in telecommunications.
Regulators were told that revenues from customer premises equipment
("CPE") were an essential source of cross-subsidy to keep local
exchange service affordable and universally available; supposedly
even a device as simple as a plastic cup attached to a phone receiver to
allow the speaker to have a private conversation held the potential to
undennine the entire foundation of universal service in America.
(footnote omitted.) But the CPE deregulation failed to produce the
predicted cataclysm, and LECs ... were able to upgrade their networks
and to provide affordable service even in rural areas.

Similar arguments have been advanced against competition for
a host of other services, most notably toll services. In each case,

Is. e.g., Letter from Brian R. Moir, International Communications Association, Brad StillmlUl, Consumer
Federation of America. Arthur A. Butler, TRACER, and August Sairnen, Information Technology and
Telecommunication Association, to the Honorable Chairman Reed E. Hundt, and Commissioners James H.
Quello, Andrew C. Barrett, Susan Ness and Rachelle B. Chong, March 26, 1996; Statement of Bradley
Stillman, Telecommunications Policy Director, CFA, June 25, 1996, ICA Press Release, June 25, 1996;
Letter from Steve Appel, President, Washington State Farm Bureau, to the Chairman Reed E. Hundt, FCC,
May 3, 1996; and Reply Comments of Telecommunications Ratepayers Association for Cost-based and
Equitable Rates (TRACER), CC Docket No. 95- 185, March 22, 1996, at p.4.



replaton have been aSlured that rev.u. from the ta...eted
serviee were .....tial to the LEes' ability to offer DDivenal
serviee, aDd i. eaeh ease, the actv_t of co_petitioB has faHeei to
produce the demise of affordable local excltaDle service.2

The Michigan PSC noted the continuing "significant competitive advantages" that
Ameritech possessed, and therefore rejected the'~ent that it would be "handicapped
and placed at a smous competitive disadvantage." Instead, the Michigan PSC adopted a
proposal which effectively constituted bill and keep when traffic was balanced plus or
minus five percent, and imposed a mutual compensation obligation when traffic fell
outside that band.4

A SMALL PART OF LOCAL REVENUES

CMRS interconnection revenues are only a small fraction ofLEC revenues today
(0.9 percent at most). Overall LEC revenues are growing at 3 percent annually. Thus,
the suggestion that the removal of these excessive payments would increase local rates is
absurd on its face.

Most important, competition in telecommunications is not a zero sum game. The
history of telecommunications competition is that the lower prices and greater choices it
creates cause growth in overall demand, so all caniers benefit. Specifically, not counting
interconnection revenues, the continuing growth in wireless calls is producing additional
use of the LECs' fixed plant and direct income to the LECs in the form ofresidential and
business message unit charges.

As the leading residential and business consumer groups said to the FCC in a
letter supporting its bill and keep proposal:

It is probably true that one transitional result of B&K will be to reduce
revenues to LECs. But these amounts do not appear to be large, and
the loss should be made up quickly by the general growing volume of
calls to wireless phones, and by simple supplementary services LECs
can offer related to wireless phones (e.g., directory assistance for
wireless numbers, call completion to wireless numbers, etc.).5

2In The Matter ofthe Application ofCity Signal, Inc.Jor an Order Establishing and Approving
Interconnection Arrangements with Ameritech Michigan, Case No. V-I0647, 1995 Mich. PSC LEXIS 32,
at pp.14-15, quoting Terry L. Murray, economist and principal, ofMUJTaY &. Associates, witness for City
Signal (emphasis supplied) The Michigan PSC's own staffdirector testified that no negative impact on
LECs had been observed as a result of the PSC's pro-competitive decisions. Id at p.18.
3Id at p.IS.
4Id. at pp.45-47.
5Letter from International Communications Association, Consumer Federation of America, TRACER, and
Infonnation Technology and Telecommunication Association, to the Honorable Chainnan Reed E. Hundt,
et aJ., March 26, 1996.
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Thus, any amounts the LECs lose from terminating excessive CMRS payments
can easily be made up from market growth and these new revenue sources.

AN UNEXPECTED WINDFALL

Most local telephone rates were set several years ago, including price cap regimes
of various kinds in about 30 states. If amounts from CMRS interconnection were in fact
included in local rate setting then, the explosive growth of wireless usage in the last few
years has made that growth a windfall to LEC shareholders, particularly in price cap
states. CTIA estimates that cellular minutes ofuse have more than doubled since 1992.

Thus, removal of these excessive charges would not have a one-for-one impact on
local rates. Nor would it have a one-for-one impact on LEC shareholders, since most
LECs are also heavily involved in the wireless business which would benefit from
increased demand as its rates were reduced.

IF A LOCAL RAn SUBS~Y, .AN mAPPOPIUATE ONE

It is clear that CMRS interconnection fees are subsidizing something, because
they are far in excess ofcost. But there is no evidence that they are subsidizing anything
other than LEC profits. Even if they were subsidizing local rates, the new
Telecommunications Act orders that all such subsidies to be explicit, rather than this kind
of back-door approach. The FCC and a Joint Board are in the middle ofdetermining
exactly what subsidies are required for universal service. That is where such decisions
should be made, rather than in this proceeding (or worse, in private negotiations ruled on
by 51 PUCs).

CONCLUSION

As the leading residential and business consumer groups told the FCC in March:
"We believe B&K will produce signifiCant consumer benefits.,,6 On such matters, the
FCC should give such groups' opinions far greater weight than the self-interested
arguments of LECs resisting competition.

6Letter from International Communications Association, Consumer Federation ofAmerica, TRACER, and
Infonnation Technology and Telecommunication Association, to the Honorable Chainnan Reed E. Hundt,
et al., March 26, 1996.
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ConsumerFedenttionofAmerica

S ntof
BI'IMIIey S....

Telec:ommllBieatloDS Policy Director
June 2S, 1996

Competition is threatening to break out in many sectors of the telecommunications
industry. While we have been urging federal and state regulators to help bring competition as
soon as possible, the jury is still out as to when competition will reach the residential consumer.
One sector of the industry where competition could reach residential consumers in the short term
is the wireless market. For the promise of competition and its benefits, including lower prices
and more innovation, to become a reality for the wireless market the issue of reciprocal
termination must be addressed.

CFA has supported a mutual traffic exchange relime for interconnection ofboth wireline
networks and wireless networks. If a carrier can demonstrate that a long term inequality of
traffic exchange persists, differences can be settled up at reasonable compensation rates. Such a
plan is certainly the easy to administer, and perhaps more importaDtly, it removes one ofthe
potential barriers to competition. The fact is, there is an incentive for local wireline camers to
inflate and complicate termination charges as a means of keeping wireless prices amficially high
and. therefore, less competitive.

We maintain that along with lower rates for consumers, one ofthe fundamental goals of
the 1996 Telecommunications Act was to eliminate barriers to competition in all markets.
Instituting a simple bill and keep regime on an interim basis for wireless interconnection would
be a pro-consumer, pro-competitive step in the right direction.

As new players come to the wireless market, a reduction in artificially inflated
termination charges will provide an increased opportunity for agressive price competition.
Such a downward pressure on rates could help make wireless services more affordable for the
residential consumer, for whom these services are currently too expensive. The fact is, if prices
decline, the residential user will be a significant growth market for wireless services.

The current compensation regime for traffic exchange is the most anti-consumer, anti­
competitive model and is a remaining vestige ofmonopoly control over the local network. The
Commission has made the appropriate proposal to institute an interim bill and keep regime for
wireless services. CFA hopes this proposal will move forward aDd that the Commission and the
state regulators will use it as a pro-competitive model for dealing with this important issue in
other interconnection proceedings.

1424 16th Street. N.W.. Suite 604 • Washington. D.C. 20036 • (202) 387-6121
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Contact: Jennifer Walsh
Director of Industry Affairs

202/371-2784

Nat"..., Other PeS Providers
Seek 'Co-Carrier' Status

WASHINGTON, June 25, 1996-Today NextWave Telecom,
1ftc., topther with odw:r new PCS (personal communications service)
pnwiders, urpd the FCC to adopt a new interconnection model for
wimess service providers that terminate traffic on landline local exchange
networks. A policy of "reciprocal termination" between wireless service
providers and land1ine local exc:hI8Ie carriers would result in increased
local acbIDp competition, "repdalory parity" among competitors, and
lower fees for consumers, the PeS providers said.

Followinl is an outline of remarks made by Jennifer Walsh,
Dinctor of Industry AfIIirs for NextWave, during a press briefing held in
Washington, D.C., this morning.

(1) Federal JuriltBdkm over the Wireless 1DduItry: In
order to ensure the competitive development of wireless services, Congress
firmly established fedenLt jurisdiction over the wireless industry with the
BudIet Act of 1993. At that time, Conaress amended section 332 of the
Communications Act, determininl that wireless services should be
governed at the federal le'lel rather than the state level.

COftcrea MCOInized that federal jurisdiction was necessary
for eMItS providers, Jiven the unique nature of providers' service areas,
which do not conform to state boundaries. Over 90~ of Americans live in
..state service areas (including two or more states). And l11Iftyother
states are served by multi-state wireless networks. APe, for example,
serves Maryland, Virginia, and the District of Columbia with one
integrated network.

If each state were to adopt its own interconnection policy,
major confusion would result in the marketplace. That is why it is
imperative for the FCC to promulpte national interconnection standards.
Otherwise, the pro-competitive goals outlined by Congress will be
hamstrung by inconsistent state policies.
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Recent r_erch shows that wiretess caWing is growing rapidly as subcribers
now near the 40 minion mark. Also, wireless carriers report the balance of traffic
between wireless and wireUne networks is shifting from 80 percent 120 percent ratio
(calls originating on wire...s vs. landline originating calls) to a 60 percentl40 percent
ratio. In the Washington area for example, APC's ratio is nearing the 50-50 mark.

The wiretees competitors also emphasized that local tetephone companies are
currentty striking interoonnection agreements with other service providers that are far less
costly than what they .. ch8rging the wi...... industry. Most economic experts agree
that today it costs carriers next to nothing to _change telephone traffic between differing
networks. In f&ct, local tetephone compenies costs associated with tracking and billing for
these calls may exceed what it aetuafly costs them to terminate wireieJcalls.

The groups wwned that if the FCC bows to the arguments of local tetephone
companies and I'8ITW'lds the decision to state governments, it will create long, drawn out
regulatory and 1.1 betttes over the 'right price' for interconnection. The new PCS
competitors atao streMed that a ntIgIItiYe FCC decision would not func:.temef ltally lIIect their
mobile busw-s, but VIOUk:t force them to continue p818ing through over $1 billion in unfair
charges to consumers, and would prevent wirefess from errJerg'ing as a full competitor of
local telephone companies.

...
FOR ADOmONAL INFORMATION CONTACT: Bra.., MuIt8n, Stw1dwick Public MIIirs
(202) 383-9700; Kevin Inda, Pocket CommunicIItions, (202) 496-4307; Jemifer WtiIh,
NextWave CornmunicIItions (202) 371-2784; and BnId Stillman, Consumer Fedetation of
America, (202) 387-6121.
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Contacts: Kevin IDda
Vice President, Corporate and Financial Communications
Pocket COIlUDunications, Inc.
202496-4307

Bill Getch
Director, Corporate and Financial Communications
Pocket Communications, Inc.
202496-4366

POCKET COMM'UNICAnONS U1IGES FCC TO ELIMINATE DISCRI~INATORY

INTERCONNEcnON POLlClt:S FOR WIRELESS PROVIDERS; MOVE WOULD PASS
BILLIONS IN SAVINGS ON TO CONSUMERS

WASHINGTON, D.C., J8nc 25, 1996 - The following statement is attributable to Daniel C. Riker,

chairman and chiefexecutive officer ofPocket Communications, Inc.:

"As a successful C-Block bidder in the recently-concluded PCS spectrum auction, we have committed

to pay $1.4 billion to the Federal Gevemment for wireless licenses - plus a great deal more to build our

network - for the ript to compete with the local phone monopoly for wireless local telephone service. We

are hopeful the FCC continues to support its policies to create more wireless competition, which benefits

consumers.

"Today, consumers ofwireless services pay more than $1 billion annually in unfair and unnecessary

charges to the local phone monopolies. Wireless companies are required to pay the local monopolies an

average of three cents per minute for completing calls, which is passed along to consumers. On the other

hand, the local monOpolies pay nothing to wireless carriers when the situation is reversed.

"Throughout the decade, the FCC and Congress have been on a consistent track regarding wireless

communications, supporting a national policy of competition and deregulation. Give consumers a choice

by creating a fair environment for more competitors. Billions of dollars have been invested and thousands

of new jobs have been created resulting in more competitors, better products and more affordable services.
. .

We believe the FCC will side with the American public and vote to eliminate these unfair interconnection

costs. The big winner will be the consumer."

Pocket Communications, Inc. is headquartered in Washington, D.C. and will offer consumers and

businesses a broad portfolio ofwireless telecommunications services including local, long distance,

infonnation, messaging, Internet access and data services. Pocket was formed in 1994 as OCR and is the

nation's sixth largest PCS company and second largest company in the U.S. using GSM technology, the

global PCS standard. Pocket's major markets include Chicago, Detroit, DaUas-Ft. Worth, St. Louis, New

Orleans, Las Vegas and Honolulu.
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For trnmediate R......
June 25,1911

CONSUMER GROUPS AND NEW....LEIS COMPETITORS URGE FCC NOT TO
FtI! I REAT ON PROPOSeD 'I!IILL AND KRP' POLICY

Consumers Would Save $1 BI"lon AnnU8lly; Cr1tical for New COIYIf)8tltion
in Local Markets

WASHINGTON, D. C. - Representatives from national consumer groups and
new wireless competitors today urged the Federal Communications Commission (FCC)
not to retreat from its proposed "bill and keep" policy. The policy; now being decided
by the commission, would etiminate an approximate $1 billion "windfall- local telephone
companies collect in unnecessary surcharges to wiretess consumers for calls mllde
from wireless phones to landline telephones, according to the groups.

The Consumer Federation of America, Pocket Communications, Inc. (tormerty
OCR), American Personal Communications (APC), Sprint Spectrum, Ne>dWave
Communications, and Cox Enterprises, said in a press briefing here that the prospect of
the FCC's retreat on the issue would be "ami-consumer and anti-competitive." The
groups, which repr8Mnt the consumer and business tetecom users, winners of the PCS
C-block spectrum auctions, and one of the country's first two operating PCS
competitors, said the FCC's bill and keep propoul is critical to fostering local
telephone competition and reducing the current cost of wireless services, and will
stimulate the growth of the overall tetecommunications market as calling between
wireless and local wiretine networks continues to grow.

Under the existing regutatory scheme, wireless consumers typically pay a 3 cent
per minute surch8rge on every call to a wiretine telephone. Local wireline telephone
consumers, hOlfl8Vtlr, don't generatly pey extra for calls to wiretess phones, or for calts
exchanged between local telephone networks. The FCC has proposed that each local
wireless and wireline company be required to connect calls from each others network
at no charge, and will make a final decision this summer.

-more-
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(2) LEes .... Mutual Ca.....RtMla: It has become increasingly evident
that even local exct.p carriers beJieft that interconnection cbazps are unnecessarily high.
In some of the more recent deals~ LEes, these wireline providers are agreeing to (a)
vastly lower charges, (b) reciprocal1:rf.ltlftellt, and (c) sometimes federal jurisdiction.

BeUSouth and nmerw.-r, for example, have escablished an agreement that
really is tantamount to the "bill- and-keep" proposal that the FCC has outlined. The terms
and conditions of that -.nement aetuaDy outline III initial six-month period were the carriers
are entitled to retain the revenues from calls originated on their own networks.

(3) State U. or 'lIW MId Keep': For many years LEes have been
terminating each other's calls without chaqing the originating carrier for call termination.
State regulatory commissions are now extending this arranaement--generally known as "bill
and keep"-to CLECs (competitive local exchange carriers) at least on an interim basis.

(4) Neaot_te. BetweeD LECs alld eMItS Providers: LECS have been
urging the FCC to stay out of the interC01lftection process and let the carriers negotiate
independently. On its face, this would seem like a lood idea; that is until one considers the
fundamental precept of such neaoUatiOfts. The outcome cannot be fair if one party has all
the bargaining power, as the LECs do today.

The FCC's Chief Economist Joe Farrell recently noted that the LECs can walk
away from interconDection fteIOtiations IIKl not fundamentally harm their business. Wtreless
carriers, on the other hand, have to be able to interconnect with the LECs' networks. And
that is why we are UlJing the FCC today to adopt its pending LEC-CMRS interconnection
proposal in the Common Carrier docket 95-185 proceeding.



March 26, 1996

The Honorable R.eed E. Hundt, Chairman
The Honorable James H. QueUo, Commissioner
The Honorable Andrew C. Barrett, Commissioner
The Honorable Susan Ness, Commissioner
The Honorable RacheUe B. Chong, Commissioner
Federal Comrmmications Commission
1919 M Street, N.W:
Washington, D.C. 20554-0001

Re: IntercoMection Between Local Exchange Carriers and Commercial Mobile Radio
Service Providers (CC Docket No. 95-185) and Equal Access and IntercoMection
Obligations Pertaining to Commercial Mobile Radio Service Providers (CC Docket
No. 94-54)

Dear Chairman Hundt and Commissioners QueUo, Barrett, Ness and Chong:

The undersigned organizations actively represent the interests of residential and business
consumers oftelecommunications in federal and state legislative and regulatory proceedings.

We strongly suppon the Commission's proposal to institute a "bill and keep" ("B&K")
approach for local interconnection charges between local wireline and Commercial Mobile Radio
Service ("CMRS") services. Under B8cK, each local telephone company and each cellular or PCS
company will bill for the calls originated by its customers, and will be obligated to accept and
complete calls that originate on other networks at no fee to that network. This is the same system
that neighboring local telephone companies have generally applied to each other's traffic for decades.

We believe this approach has a number ofbenefits. It will: eliminate the largest sinsle barrier
to the rapid growth ofnew wireless competition~ encourage lower wireless prices~ facilitates wireless
to offer competition to local telephone service; and aveid requiring the Commission and private
parties to enpp in complicated, expensive proceedings to set interconnection rates for both wireline
and CMRS carriers.

Immedjate Savinas to Consumers

We believe BId< will produce sipificant consumer benefits. Currently, wireless companies
add an "interconnection SUJ"d8Je" to each wireless caD (typieaUy around 10 cents) to recoup the per
minute termination fees charpd by local exchange carriers ("LECs"). The entry ofmore competitors
into the wireless business should lead service providers to pass these cost savings along to consumers.

In addition, the MK proposal wiD eliminate the largest current regulatory barrier to the rapid
growth ofPCS service. One of the major costs and concemsof the multiple new PCS competitors
in each market is the cost of interconAection with the local telephone company. BkK removes that



as an economic and rllUlatory barrier. The first pes competitor in the Washington, DC market is
already cha,.. less than the cellular incumbatts, and offering more services. Bld( will provide
increased momentum to this new competition, and that competition will increase this downward
pressure on wireless prices.

Medium and LoOl Term SavialS to Con$llmers

We beHeve wireless may eventually be an effective alternative to local wireline telephone
service for many consumer needs. Consumers were major beneficiaries when competition was
introduced into equipment, long distance, and intentltional service markets -- more choices and lower
prices resulted. tocal service is the final monopoly. Wireless has the potential of becoming a
competitor in many sepnents ofthe local service nwlcetpllce - but not when today's average cellular
caller pays 3 cents per minute to complete a caU on the local telephone company's network. Wireless
will never be more than a niche or add-on market as long as the average \\ireline customer pays $19
for 1200 minutes ofuse and a wireless user must pay over $36 in LEC access charges alone for the
same volume ofusage. These charges by themselves are an insuperable barrier to wireless competing
with local wireline service. That barrier should be removed.

CurteJ\t Traffic ImbeJ.m;es

MK recognizes that people cd and get called and thus that telephone traffic does and should
go both ways. Orilinating and terminatins \\;reless traffic flow is not balanced today, in larle part
because local telephone companies have little incentive to encourage calls to wireless. Thus, it is
probably true that one transitional result ofB&K will be to reduce revenues to LECs. But these
amounts do not appear to be large, and the loss should be made up quickly by the general JI'OWing
volume ofcds to wireless phones, and by simple supplementary services LEes can offer related to
wireless phones (e.g. directory assistance for wireless numbers, call completion to wireless numbers,
etc.).

We believe that the removal oftoday's replatory skewing will mean that two-way traffic will
balance out income to telephone providers. Competition will force down prices and increase services,
thus beMfittirt. consumers. But it will also increase overall demand and revenue which will benefit
both new competitors and incumbent providers -- as it has done in all other communications markets
after competition was introduced.

What is the AJlCmltive"

The current one-sided system of charles will clearly be replaced. Theoretically, "mutual
compensation" could be justified. But what is the "right" price? Should the Commission set an
individual price baed on the costs ofevery carrier (wireline and wireless)7 Ifone price is set for all,
it seems clearly arbitrary. In either case, there will be Ions. drawn-out rqulatory battles over the
"right price" ofinterconnection. And for what purpose? If, over time, tramc patterns equalize, the
market will take care of"fair" compensation - and consumers can benefit from savings from avoided
regulatory transaction costs.
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Jurisdistigga' bsua

We have lreat respect for the role of state PUCs in telephone reJUlation. However, the
unique statutory system for wireless, Iftd the multi-state nature ofthe PCS MTA license areas, which
is relatively closely IMtdred by the practical service areas which have developed for cellular service,
make it appropriate for the Commission to make this decision.

Timina

We support rapicI implementation ofUK, at least on an interim basis. We do not objee:t if
some parties want to conduct in-depth cost studies -- as long as that does not delay action. Iftraffic
imbalances persist after several years, the Commission can always revisit this issue.

Respectfully yours,

International Communications Association

By ~indat-,L.)}(o, c/fWJ
Brian R. Moir
Moir" Hardman
2000 L Street, N.W.
Suite 512
Wahington, D.C. 20036-4907
Its Attorney

Consumer Federation of America

By: iJtrd ~l/h(~81J
Brad Stillman
Director - Telecommunications Policy
1424 16th Street, N.W.
Suite 604
Washington, D.C. 20036

cc: ReP- Keeney, Common Carrier Bureau
Michele Farquhar, Wireless Bureau
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Bydri4wd/Jtu'l~// gN
Arthur A. Butler J

Ater, Wynne, Hewitt, Dodson
&. Skerritt, P.C.

Two Union Square
601 Union Street, Suite 5450
Seattle, WA 98101
Its Attorney

Infonnation Technology and
Telecommunications Association

B[)I£!Yfig! (~/()o;i JJf.,j~~
AupstrScoop" Slimen
Prolram Director, Regulatory Affairs
74 New Montgomery
Suite 230
San Francisco, CA 91764-4925
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May 3, 1996

n. Hoaorable !teed E. HuMt,~
,.~.3" C01ftIftunieations COIftIftission
1919 M Street. N.W.) R.00IIl 114
W~DC 20'54

,

lle: Interconnection Between LocalE~e Carriers and Commercial M_ile Radio Service
Providers (CC Docket No. 95-185)

Dew Chairman Hundt and Commissioners QueUo, Ness aDd ChOllI:

On behalf' of the members of tbe W..... s.. FInD Bureau. \lIM ~y .... ­
CoetaiIIion's proposal to adapc a -1HU aM ...,.. s,- for .Inca. ,.. beftlll. wiN1eIs
aad wireline carriers. Your proposal makes s..for \he UJIited s.. in .... _ elp,1iaIy
for run! AmericaDS.

EYeI'1 more .d1y the tile r.- of the ~~ nnI ~me- .. turdU" to ......
__I.. to raeet .. e._.CIIi_ ...... Ow •••,., .,... .... S••1 p. fila..
in lheir fiek1s, 011 the roM or 0IMrwUe \-.0.1 lied to ..... of win" till" .'1.. As
a resul~ wireless has *-e In in.... pan of nnllife .. it penaits reIdy C1l.sn_CMi_
where none exiMed before.

Now fllDiJy m_ben c. CII1 OM 1M _ i c tn.
r.... locatioDS, such as tIsair cr.tor. Perttats,'" i ,atl· dy, win•• 'h acre
..casal')' emerleDCY equipment which cal.1ke die cti8'el6iICC in life .a '_"OIlS.
TIle "bill .."'''s)'_.."Y "Iii '111 .........11_ Cl .1•• " ••••1••Ja.'"
ta.m pow aM prosper, ......d do the _. ,.. wirel" ... winl••• ..-vi... We b.~-e
CUt the FCC's proposal win mike wireless cOlBlDunicalions .-e ~dItJl• .ad.......1Ie
for nnl Americans.

We hope that win_ .mce will bIcI_ a cc.,." to the leal 1." , ,.Ilph_
companies ill rural.... LOC8l ...,._ CD I n1res have ...". nnl A.a8iea well, bat it is
no seem m. seniDI up pol_ mel •••'. wa. in nn1 __ is C08IIy. As a ......... wW1e the
1996 Telccommuai.... Act ia theory 0'_ local ..wrc to Ci<I ,.lili.. it wflJ be • 1..
time, if ever, before wind coapeliticm comcs to .,..ely popW-.:l nnl .....

1011 lOtb A....... 5..£. • P.O. a- 2009 • 011.... .......... .,,7. (Jf8) 3"-99'75
~AJC (¥In) ~'S7-"~
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We .....taad mat soac local tel c•.,, ·1... 'WGI"riecl 8boul f", ce ., .Ii i
the first rime, but fair and .,. (,08 is die~ \NaY. There i. no r nil
c....ers should be deprived of the b••.,. .,;ca will so quickly receiw • CAJ
c81e coapanies and ochiers otrw local tel ~•.

We urp .. Conuaission to IIIopt "bill .. ...," ""'ble. The ..... it is alii"
the sooner c\llftftt CUSlOIII:ers will see tMir wiI bills ,,"d, _ DeW wftI_ CMien '"
be able to let their sy... up to c.....ve .,••d. Oace the DIW, aacl~ wirelc
carriers n put on a mOR equal foociaa with .. local cxchrl'l c:ari~ we in nnl AIIIeri
will see me kind of competition that all of Aaerica deserves,

Sincerely,

~~
SIIrYe Appel
President

c: Michele C. ' •• 111_, W.... _ •
...... M......,.. Ca _ C'".....
WiIi_ F. c.m, ACIiDI 5__1
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Aa an a.sociation of siqnificant users of wirele.. and

landline telecc.aunication service., the Wa.hinqton

Tel.c~ication.Ratepayers Association tor Cost-based and

Equitable Rat.. ("'l'JtACD") stronvly supports the Ccmai••ion'.

tentative conclu.ion to adopt "bill and keep" •• the appropriate

COIIpen.ation -.chani_ for interconnection between ce~cial

Mobile Raelio Service ("aatS") providers and Local Exchanqe

carriers ("LIes").

TlQ.CD ha. a lOrKJ history of interveninq in proceedincJ.

.iJdlar to this one betore the Wa.hinqton otiliti.. aDcl

TraNIportation c..-i••ion ("WU'fC"), artJUincJ in favor at policies

that encoura.. c....tition in the local axchaDcJe -.rkat and

prevent inGQWbent LZCs trOll aJ:Nainq their .arket power. 'fttAc:D

-...ra 1I'tr00000ly believe that COIIpatition is capable of cSoiDfJ a

DRtar job t!Iaft raqulation of acb.ieviDCJ pu!)lic policy goal. of

10RriNJ 1:I1a prices CO~ 1I\ISt pay, ~oviDcJ service

quality, and spurrinq greater iJ'Inovation.



1 c~petition to be successful at achievinq the•• qoals, it is

2 ••••ntial that rational int.rconnection policies be adopted. If

3 new entrants are burdened with unneces.arily hiqh interconnection

4 co.ts, competition will effectively be precluded from proviciinq

5 any maaninqful downward pre••ure on rates.

6 Consistent with its de.ire to see an effectively coapetitive

7 market develop for all telecommunication••ervic•• , TRACER

8 recently arqued succe••fully that the WUTC should adopt "bill and

9 keep" for interconnection between inc:uabent LECs and Coap.titive

10 Local Exchange Carriers ("CLECs",.l

11 Bill and keep should also be adopted for interconnection

12 betw.en landline and wirele.s provid.rs. The pre.ent

13

1.4

1.5

1.6

COJIPensation syst_, under which unjustified, on.-siel.d cash

p&YJlents are ..cte to LEes for term.inatincJ traffic, iJIpos•• an

unnece••arily hiqh co.t on exi.tinq CII1tS provielers, which, in

turn, represent. an .specially hiqh barrier to n.w entrant.

17 (providers of Personal Ca.munication Servic•• (PCS». TRACER

18

1.9

20

21

firmly believ.. it is not in the public intare.t.

Th. coat savings realized from a bill and keep policy will

allow CIRS carriers to bett.r position th....lv•• as ca.patitors

in the local axchanqe ..rk.t, as .any PeS carriers apparently

22 intend to do. It is clear, .8P8cially qiven the anal~is in th.

23 iDiti.l ca-nts, that LEes not only have the aotivation to

24

25

26

.. ~ ==:-.~ilfDJf:t':. ,J, IN!::. QU!r.ta..y Jl S
ia8ued an ae.IIar requiriDCJ ~ftt LIICa aad eras, aD an iJrtaria
basis, to -.Cbange traffic on a bill and keep baai.

-::W-:'~
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prevent such competition through inflated interconnection rates,

but have acted consistent with this underlyinq motivation.

TRACER \1%'ge. the CCDIIli••ion to put an end to the untairly

tabalanced existing interconnection barqaininq process by

adopting a bill and keep compensation sch... tor LEC/CMRS carrier

interconnection.

I. q-mw, CDI••fS.

TRACER is a 12-year-old orqanization representing a nuaber

of the State of Washington's larqest telecommunications users,

primarily before the WOTC. TRACER'S members include larqe

entities enqaqed in the manufacturinq, timber product., financial

service, and health care service industrie••

Ibile TR&C!R i. hopefUl that the Telec~ication.~ of

19962 ("19'6 Act") will make it pos.ible tor ..aninqful local

exchan9a coapetition to davelop, it believes this indapendent

procaed.inq to ))a of sub.tantial siCJftificance and worthy of

expeditecl consideration. The full developaent of the wirel_.

industry, particularly PCS, is dependent on carriers' ability to

devise and carry out busine•• plans to activata their sy.t....

Majar 'l'raclinq Arn ("IIrA") licen.... have already paid nearly $8

billion jutlt tor the riCJht to ofter service. '!hey are currently

iDv.-tincJ billions JIOre to build out their .ywt_ to br1n9 tvo

JIOr. tacili1:y-baaed wirele.. carriers to every 1Iarket.. ".ic

TradiDq Area (lIftAII) licen.... will soon be deterained. and will

face sillilar financial and operational challariqe.. 'fila•• PCS

2 Public Law WOe 104-104, 110 stat, 56 (1,••1 •
.,--M1IIU!::... r.c.........



.. SUMMARY OF FEDERAL EXECUTIVE AGENCIES'
IN!TIAL F!LING IN CC 5bCt!T 95-185

White ". reteccmmunications Ad of 1996 txdudes CMRS providers from tne

definition of L.0QIf Exchange Carriers. the Commission should ado"t pencilS and

principle.~CM~S interconnection that are consi.tent with the new regutltOfY

envitcnment cr.'" by the Act.

The Act CIIII fOr mutua' and reciprocal compensation by carriers for the added

cests of tran.,..,g and terminating eefts on elCh otn.,.s networks. 8eCIIUse of the

distinctive cost structure of CMRS systems, and because some eMRS provtdtrs charge

their subsctiDers tor tanninating cans. this princi,le vh1\Jalty requires '~ill and keep·

arrangements Jot tat:af Swi~ing and subscriber ac:ceu. Dedicated~ shOUld be

cttarged ftat. cost-baled rates, and tne alternative mode of access to the local switch,

tandem switching 1M transport shOUld be d't.rged according to cost-baled us. rates,

prmrZly ba" on peak hour traffie. For LEes, the Ad calls for earrtets to negotiete

interconnection terms, conditions and rates in agreements that will be ftIecI with, and

approved by, the state commiSsions in confOrmance with princ:iptes enunc:ieted in

Commillian rutes. TM same genet'll procedure s~td be foIewed for CMftSllEC

agreements. with the proviso that any carrier may receive the molt favOnIDIe rat••

..... to .., oItW *"ilatly situated camero AU agreements SJ'\ould .,. maete pubfie.

The All...not .-ow for different inter=nnecticn rates to De charged far different

type. of C8IIS. ACCOIcIIIgJy, the Commission shOuld not apply interstate access charge.

to eMIts tnIfftc. The same rates and charges should apply to toll and teeal calls, and to

interstate and intraltllte eatls.



,;"., the Commit.on s"ould recognize thlt tne vlriOUS forms of CMRS services

wiU c:om~t. with Hd'l ottter. 'MIltevlr regime ~e Commission adopts must therefore

~ to all CMflt! pl"O'l.... of two way, point-to-point services.
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WHY IIAVE SOM£ REGULATORS PREJUDGED - AND DlSMlSSED­

WIULESS COMPETITION?

It's an open secret that some regulators don't believe that the FCC should act to
support wireless competition with the local telephone companies. Even though the
Telecommunications Act of 1996 states that it is national policy to favor competition
throughout the telecommunications industry, these regulators would like to ignore the
fact that the Act doesn't grant the FCC the authority to selectively disregard this
Congressional mandate.

Specifically, these regulators dismiss the possibility of wireless competition with
local telephone comp8llies, and therefore deny that the FCC should entertain any
proposals which promote parity between wired and wireless providers. Just as they
refused to live up to the FCC's decade-old policy ofco-earrier status for wireless service
providers, they have concluded that the mandates of the Omnibus Budget Reconciliation
Act of 1993 and the Telecommunications Act of 1996 simply are not warranted. Rather
than implement the broad principles ofparity and reciprocity both implicit and explicit in

. these policy statements, they seem to call for a policy of technological discrimination
that, in effect, t:educes customer choice and preserves a LEC monopoly.

A PRO-MONOPOLY CONCLUSION IS SELF-FuLFILLING

This not only ignores the mandate ofCongress, it puts the cart before the horse. It
is a conclusory judgment; and a self-fulfilling proposition. The effect of such a
conclusion and the policy that grows from it is protectionism for the existing LEC
industry at consumers' expense. Ironically, LEC representatives have mischaracterized
this protectionism as warranted to prevent an "unfair" advantage for wireless -- ignoring
the fact that wired systems have acted in ways that flout the FCC's co-carrier policy, and
that wireless carriers' reciprocal termination proposals are predicated upon establishing
parity between wired and wireless systems by applying identical practices reciprocally.

The premature conclusion that LEC-wireless competition is impossible echoes
another premature conclusion made by the FCC twenty-two years ago. At that time, the
FCC concluded that cellular should be a LEC-owned monopoly because: "a cellular
system is technically complex, expensive, and requires a large amount of spectrum to
make it economically viable," and "as these systems will require extensive
interconnection with the wireline telephone system, and nation-wide compatibility is
desirable, ... only wireline carriers should be licensed to operate them." Second Report
and Order, Land Mobile Services, 46 FCC 2d 753, 760 (1974).


