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November IS, 1996

The Honorable Reed Hundt
CbaUmm
Federal CoDDJJUDicatioas Commission
Room &14
1919 M Street. N.W.
Washington, D.C. 20554

nrC t 4 1~Y6

R..e: Access C'Jw::gs Rdona

Dear Chairman Hundt:

This Ieuer is submitted OIl bebaJfofAmaica~ IDe., CompuServe
Inco~ Prodigy Services Corpoaarion. aDd PSINet,!Dc. Topdwr tbae compaDiea
constitute our Dation's leading iodependent (DCD-teJephoae ClDIDpIDy-affi&ated) providers of
Internet access amd oDIirIe MrVices.. Our oompaIIia curremIy !tPe 0Ya" 1S miIIioD residemial aud
smaIl business subsaiber'lt IDd we Ire pioaeers ill briD&iDI to the martetpa.ce avcssible,
reasoDably-pric::ed, aad ir.1D.ovative Jmemet aDd oaIiDe seMces whicb. have broat CODSU1De" appeal
These iDformatiOD services iDclude. ofCCUI'Se, everytbiDa &om access to the World Wide Web
and coumlessdmba~ to HDIiI. IDd pII1icipalioll ill oDliDe cxxafaeucelmd special interest
areas OD thouSlDds oftopic:s. The information scrYices our c:ompaaies off'er play • major role in
eaIwlciDg the penonal1ives ofiDdMduals and the productivity oClIutiDeues

For more tbID & decate. the CommisIioa's rules ad polici_ have fottaed ID

eavimamsIIt ill wbich this COUZII:I'Ts DeW izdbrmalioD IeIVic:a iDdastry could develop &ee of
J'P&'Illarioa. The decisioa DOt to R9J1ate oaIiDe aDd 1Dter_ service providers (coIlectiYelyISPs),
coupled with the CO'!'"rissioll's subsequem decision recognizing that, for purpc_ ofapplyiDa
access cbaiges, ISPs should be treated IS eat users oftdecc"""IJDicaDou JerVic:cs rather than as
COmmoDc:a~baa eoabJad the UDden:iped ir:JdepeDXDt ISPs md others to Wee the lead in
building the worfd's lewtins iDbmation Iel'Yices iDcfusuy.

IIl...."..;n, tile Telecomrmmiarrioas Ad of1996, Coagras proWied a stroag
eadonemeat oftile Co'nmi..·s eQsring surassfitl policies reprdiDg the daegulatoIy
treatment ofISPL New seau. 230 oftbc CommlDk.atiom Ad. declares it to be "the policy of
the UDiUd States ... to preserve the vibnDt ad competitivehe amket !bit prJ. dly exists for
the Imemet aDd other computc:r Ia'YiceI UDfettercd by FedCDl or Stare regnJ";oa. .... ADd. in
aew Sectiol1223{e). Coagras expressly disavows any iateatioa~ traI: imenctive COSIIpUtU
services as COIDID04 carricn or u te!econuDllnj<:atioas carriers."
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Recently, several Regional BeD. 0peratiDg Companies (RB0Cs) have called for a
change in the way ISPs pay for local telephone comectioDs wbich could result in a substantial
increase in the fees that Americam pay for access to iDf'ormatiOl1 semoes. We urge £be
Commission to progeed cautiously in drawing coaclusioas from the DOC claims coDCemiDg the
impact ofIntemet traffic on the public switched telephoDe networIc. There is 110 m'deDce to
suggest that the rates ISPs curreatly pay f3il to cover the full coa fix the local business lines they
use. In faa, as shown in their recesttly released eamings~ the RBOCs' profits are being
boosted by the secoDd lines beiDg added at residalces aDd small busiDcsses to accommodate data
traffic and the increase in local mesuge tmits.

We arc hopcfial that competition in the loca1 exchange mark.etpl8ce will develop IS

the FCC implements the 1996 Aa aDd tba1 with such c:ompefition high-bmdwidth. dm--fiieIIdly
local services will be deployed. In our view. it is prem·tme eYeD to CODIidcr my change in the
way ISPs pay for local COIIDeCticms umiI after the CommjnioD tabs the fint steps towards
implemenlarion offimMme:nt.w1 access cbarge reform, tben:by sening the stage for acomp:titive
aIYironment in wbidl DeW, bigb-bmdwidth services IDd alterJWive oetwOl't tedmologies may be
deployed by multiple proWlers.

The CommissiOD baS rt.COgDized ISPs would be RqUired to pass my rate inaease
tbrough to their subsaibers. aDd that substaDtial rate iDcreases would severely dampen the
development ofa sumimb\e masa marbt for iDfomurtiou.mc:es.. While lea competitive
industries may be able to abIoIb • COlt mease, this is DOt poa:ibIe for iDdepeadeDt ISPs, because
competition bu made for razor-thin profit wagiDI. Subscriben to 1Dtemet aDd 0DtiDe services
are very price-sensitive. The widespread movemeat in the iDch'SUY towards moDtbly fiat rate
pricing plans for UDIImited usage is testimony to tbiI price seasidYity.

Moreovw. aII'J cbIDae in reauJalory trewliiift)t ofISPs pzaeuts signifiea.at
conceptual diffiaJl1ies. It is virtually impossible to disrinwrish Imcmet ICCCIS aDd online pnmders
fi'om other types ofeD4 usas. ad UJ.Y IDtilil't to do so almo$t e:ataiDly would lad to
disc:riminarinn amnag senice providers aDd anifiQal distortioas ofbaMiDtss amupmems. It is
also virtually irnp:siNe at this time for ISPs to track the jurisdiaioDai DItDR oftraf!ic fot'
regnlatory PWposeL

We appoec:ilde the It:a'ftDeDtS you hfte made ill the put quesaioDiag the wisdom
u • Dlmer ofpublic policy ofappIyiDa tradi1ioaal carrier ICCCSI cbarp:s to ISh. Iu J"'3dinI
providers ofi1moYative aDd reuoaahly-priced Imemec aDd oaliDe semoes, we urp the
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Commission to defer consideration of alJY changes in the regulatory tfea. i i£Ut of ISPs at least
until after the Commission has taken steps to accomplish fundamental access charge reform.

Sincerely,

Steve Case
Cbief~ Officer
America Online. Inc.

Paul W. DeLacey tI:"'"
President aDdChief~ Ofticer
Prodigy Services Corporation

Wilt,..;... ~o.la-- .....
William Sc1neder
Presideat
PSIN~ IDe.

oc: CO"D"'issioDet' lames H. QueDo
Commissioaer RacbeI1e B. CboDg
Commissioner SusanNea
R.eaiaa 1Ceeaey, Chief; Commaa CarrierBureau


