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launch, and operation of Astrolink's nine GeO Fixed-Satellite Service (FSS) satellites. I,uckheed
states. th.: Commission concluded that Astrolink may operate on a non-common carrier basis as
well. 160 Therefore. Lockheed argues. Astllliink does not provide telecommunications sen'ices
within the meaning of the Act and should not be considered a telecommunications :-:cnice
provider for purpo;es of the neutrality requirements I>!

46. Loskheed contends that Lockhl~ed Martin Intersputnik (LMI). a joint venture
between the Lockheed Martin Corporation and Intersputnik. plans to develop a commercial
satellite services business usin~ resuurCL'S contributed by both the L.ockheed Martin Corporatiun
and Intersputnik.!(" The initial husIness dlort oj thcjllint venture may involve the lise 01' l HIe
Lockheed Martin Corporation satellite to be launched in late [l)l)g using a Belarus-tiled urbitaI
slot at 75E. The orbital slot does not provide covera~e of the United States. II,; According to
Lockheed. the proposed services 10 be provided include broadcast fixed telecommunications and
VSAT services to customers in Eastern Europe, South Asia, Africa. and the Commonwealth of
Independent States. LMrs proposed servin.' offering does not implicate the competitive harms
the neutrality criteria are to guard against. Lockheed argues. Any potential service of LMI will
not be provided directly to end users, will nut us\.' 'iANP resources and can in no way aJ'tect
Lockheed's neutrality. :(,.j

47. On Septemb'_T 2-+. 1\)97 'ilL' ,\\,,\(' Cklinnan. bv letter w the'\cting ('hid
of the Common Carrier Bureau. stated that it i:i the upinion of all NANC members present at the
NANCs September 23. 1997 meeting that n.:ither Lockheed Martin nor any of its affiliates is a
telecommunications service provider as ddined in the Communications Ad of 193·;L as amended
by the Telecommunications Act of 1996. The NANC members participating in that meeting
unanimously concluded that Lockheed Martm fulfills the neutrality requirements to serve as the
NANPA,I65

48. Centralization of NANPA Functions. The CaPUe argues that Lockheed's
centralization in an east coast office could result in poor service to jurisdictions that are not in
the Eastern standard time zone. Further. commenters assert that Lockheed may not be able to
hire a sufficient number of personnel in the centralized location to perform NPA relief and CO

1<>1' Id.. citing Lockheed Martin Corporation Application for Authority to Construct. Launch. anJOperate a Ka
Band Satellite System in the Fixed-Satellite Service. File Nos. 182 Through I 86-SAT-P,'LA-l;I5. Order lind
Authorization, DA No. 97-973 (May 9. 1997).

Ibl Id. See also Letter from Cheryl A. Tritt, Counsei for Lockheed. to William F. Caton dated September 19.
1997 (Lockheed September 19 ex parte).

I"~ lei.

Ib; Id.

Ib4Id

1M Letter from Alan C, Hasselwander, NANC, to Richard Metzger dated September 24. J997.
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code functions. '6() California, it says. needs regional expertise because of the high demand for
numbering resources, and an "outfit" on the other side of the country cannot properly respond to
this demand i.lnd properly coordinate with the CaPUc. 167 Also. the CaPUC contends that
cmtralization could impair the ability of CaPUC staff and other western state commissions to
participate in relief planning activities if they are held in New York, and could impair the ability
of NANPA staff to attend relief meetings in exhausting NPAs around the country.16~

49. Transfer of Intellectual Property. Commenters express concern that Lockheed's
unwillingness to surrender all intellectual property and resources developed for NANPA activities
without charge could impede the transfer of numbering administration activities to a new
NANPA. 16l) PCIA asserts that Lockheed's proposal to allow a new NANPA to use only certain
software and systems could force the Commission to continue using Lockheed as the NANPA. 170
PCIA also notes that, if a new NANPA were selected after five years, the industry would either
have to pay additional costs to obtain all of Lockheed's systems or pay the new NANPA to redo
work Lockheed had already completed. PCIA states that accounting for these costs raises the
price of Lockheed's services. 17I

50. Vendor Diversity. Some commenters argue that diversity of suppliers will
promote a competitive market for number administration services. 172 They note that Lockheed
is presently responsible for local number portability (LNP) administration and operates the
SMS/SOO Help Desk. 173 CTIA asserts that. because Lockheed already performs other numbering
administration functions, it may be able to recreate a monopoly position over administration
functions, a risk that is decreased with Mitretek. 174 PCIA notes that one of the requirements in
choosing LNP administrators was that they not have a direct material financial interest in the
United States portion of the NANP. and number assignments pursuant to the plan. As the

le'0 CaPUC comments at 3. See also SSC comments at 8: PCIA reply comments at 4.

1<>7 CaPUC comments at 5. See also SSC comments at 8.

I"~ !d at 5-6.

I"" CaPUC comments at 7; PCIA comments at 5-6; WorldCom comments at 4; CaPUC reply comments at 5;
WoridCom reply comments at 3.

17" PCIA comments at 5.

171 PCIA reply comments at 6. See also. however. the PCIA August 18 ex parte. stating that PCIA's concerns
have been addressed and that it will support the NANC recommendation of Lockheed as the new NANPA.

iJ:AirTouch comments at 8; CTIA comments at 5: CaPUC reply comments at 4.

IJ3 AirTouch comments at 8; CTIA comments at 5. SSC notes that any potential synergies that could result from
Lockheed's operation of the SMS/800 Help Desk will not happen because the SMS/800 Management Team has
transferred SMS/800 Help Desk functions to Sykes Enterprises. Inc. SSC comments at 9-10.

17-l CTIA comments at 5-6. See also PCIA comments at 5-6: AT&T reply comments at 4-5.
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NANPA. PCLA states. Lockheed \v(luld have a strong cll1d direct tin.1ncial interest in tht: N/\NP
and l1LllTlber assignments. \vhlch cuuld (XC\ cnt it from scn ing as a neutral LNP administrator.: ,

51. Estimation of Costs/Pricine: Issues. PCli\. asserts that Lockheed has
underestimated the costs involved in NANP administration. and that Lockheed may he expccling
additional compensation for ccrtain scrvicl's. such as services provided during the transition to
the new NANPA and the provision of inhmmltiun on ho\\ to obtain documents related to CO
code administration. 17

1> Some commenters assert that lockheed's lower price was the only rcason
the NANC did not recommend Mitretck. and argue that a lower price is not a reason to select an
inferior number administrator.

17c
i\IITouch states that Lockheed's proposal ill fact incorporated

the highest cost per person, while Mitretek's cns! per person was comparable to other
respondents. 17X The CaPLTC notes that Lockheed'\ proposal did not include travel-related
expenses, the costs Lockheed \vould expect tur lransfnring some intellectual property rights, or
additional costs for staffing that may he necessary. Ie, fhe CaPUC states that it is likely that the
NANPA \vorkload \viII incrl'ase by more th~ll1 1.20 pncent. and that the total cost of the Lockheed
proposal will increase. lsu AirTouch contends that. hecau~;e the cost recovery mechanism spreads
the cost differential across the industrv over tlw veal's. the cost differential will have a minimal
impact on any given carrier. I s: Omnipoint notes that the Evaluation Team stated that Lockheed
perceived that it may further negotiate regarding pricing issues. [n Omnipoint"s vie\v. the
Commission should not rely (1il :1 '\ \:\P \ Ihat L':ll1:H" pnnide lirm cost tigures upon which tht'
industry can depend. I X2

52. Mitretek contends that. in developing the Requirements Document. the NANC
did nol elect any pricing scheme \Jther th~1n lirm. fixed pricing. IX; Mitretek states that on two

Ie' PC1A wmments at 8.

p, PCIA comments at 6-7. See ul.\u CaPUC reply comments at 3.

ICc AirTouch comments at 8: CaPUC reply comments at 3.

I-~ AirTouch comments at 8. See alsu CaPUC comments at S: Ornnipoint comments at 3: SBC comments at 7:
Mitretek comments at 5; CaPUC reply comments at 3: Mitretek reply comments at 4.

170 CaPUC comments at 7. See (/Iso Omnipoint comments at 3-4.

180 CaPUC comments at 8. See ulso Omnipoint comments at 3 (because Lockheed proposed the highest cost per
person, increases in its staffing, which are likely, will have a disproportionately high impact 011 its cost as NANPA).

\81 AirTouch comments at 9. AirTouch states that the annual difference between Mitretek's and Lockheed's
proposed price constitutes an "immaterial" percentage of total industry annual revenues, and that. for the largest
incumbent LEC, the difference is approximately 0.002% of its operating revenues. For smaller carriers, AirTouch
contends, the difference will probably be in the hundreds of dollars.

\82 Omnipoint comments at 4. See a/so PCIA reply comments at 2-3, 5.

183 Mitretek comments at 18~19.
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occasions it formally suggested that. if tht: NANC was interested in a lower price, it could
consider a pricing basis other than a firm, tixed price. Mitretek stated its willingness to adjust
tht: price, not only if it had undert:stimated the staff required, but also if it has overestimated the
stuff requirt:d. I K4 Mitretek alleges that the NANC departed from a firm, fixed pricing requirement
and incorporated a price adjustment mechanism in response to the difference in proposed staff
levels and perceived future need for additional staff. IKS This changed the price and risk strategy
considered and proposed by Mitretek. Also. Mitretek argues that, because the trigger for the
price adjustment is the stated assumptions of the respondent. rather than the NANC-stated
requiremt:nts. the change encourages and rewards understatement of the required staff and cost. ISh

53. Other Concerns. WorldCom states that Lockheed must abide by safeguards to
ensure that there is a smooth transition to, and effective management of, the new NANPA. These
safeguards should include direction to Lockheed to provide documentation of all transactions and
procedures, and to document practices as they are developed to resolve issues. 187 Further,
WorldCom asserts that any entity selected as NANPA must assent to investigation by a successor
of all tiles regarding any facet of the business, and to craft a transition plan subject to NANC
approval. 188 WinStar, while supporting Lockheed, urges the Commission to build an appropriate
"firewall" between Lockheed's dual functions as NPAC vendor and as NANPA. Without proper
distance, WrnStar argues, information gleaned from LNP applications could be used unfairly to
keep a carrier with substantial porting activity from obtaining new NXX resources essential for
growth. 18

'! Mel and WinStar both agree that the Commission should implement Lockheed's
selection as quickly as possible, because it is essential to the future of numbering administration
and to the future of local telephone competition. 190

54. In reply comments, Lockheed responds to various concerns raised by
commenters. It states that it fully commits to the NANC conditions regarding price adjustment
and the transfer of intellectual property upon termination of its services as NANPA. 191 Lockheed
states that it will deliver high quality number administration services, including sufficient staffing
and expertise, systems, and travel, at the quoted price. Thus, Lockheed asserts, even if it
underestimated the costs ofNANP administration, any adjustments will not affect the prices paid

!'4 Id a! 19.

IS" Id at 20.

IS7 WorldCom reply comments at 3.

IHS Id.

IS9 WinStar reply comments at 5.

1"0 MCI comments at 8-9. See also NEXTLINK reply comments at 3; GTE reply comments at I.

'''I Lockheed reply comments at 4.
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by the industry.192 Lockheed states that its work load and volume assumptions are firmly
grounded in the Requirements Document and industry figures. 193 Lockheed states that the
NANC's proposed rule regarding transfer of intellectual property will eliminate unforeseen added
costs, such as licenses and transfer costs, and will ensure that the incumbent NAN PA enjoys no
unfair advantage in future selection processes because of the costs faced by other bidders in
developing new systems.I'J-I

55. Lockheed asserts that its approach to numbering administration partly depends
on streamlining the administration process through use of advanced technologies. This
streamlining would increase statf productivity. which decreases the number of staff reqLlired to
perform the functions. 195 Lockheed adds that cost and technology economies will be realized
through leveraging an existing Lockheed Communications Industry Services infrastructure. I

'i6

Further, Lockheed states that it will be able to attract qualified and experienced staff, and notes
that, in developing the NPAC SMS system for local number portability. it has attracted the best
subject matter experts in their fields. I

'17 Lockheed states that tiJr NANPA it is hiring number
administration experts from all segments of the industry. and is recruiting experts in CO code
administration, NPA relief planning, and carrier identi tication code administration. [t notes that.
to facilitate the hiring of quality staff. it will assIgn its NANPA personnel to three existing
Lockheed offices across the nation.I'IR

(2) Comments on NANPA Billing and Collection Agent.

56. Several commenters agree that NECA should be selected as the B&C agent,
provided that NECA creates an independent board as described in the recommendation. 199 Mer
notes that NECA has expertise in cost recovery and ex.perience in telephone industry billing. and
that NECA's price, which assumes the same staffing levels, is still lower than those of the other
respondents. 2oo MCl states that the Commission should state that if NEeA does not administer

192 Id at 5.

I')] Id. at 7.

195 Id. at 7.

196 Id at 8.

197 Id. at 9.

198 Id.

199AirTouch comments at 1; MCI comments at 19-21; GTE reply comments at 4.

200 MCI comments at 19. See also NTCA comments at 2.
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B&C activItIes impartially, aggrieved carriers may seek Commission redress, and that the
Commission will act quickly by enforcing the rules recommended by NANC. 201

57. NTCA asserts that the proposed neutrality cure for NECA is unnecessary. In
NTCA's view. NECA should have the discretion to create an advisory board or oversight council
instead of a separate subsidiary. Creation of a separate board to oversee only the B&C functions
will be costly and inefficient, and will not yield public benefits. NTCA argues that an advisory
council such as the USAC can as easily cure neutrality concerns. 202 Similarly, NECA itself
suggests that it form a B&C oversight council to provide independent oversight exclusively for
the NANPA B&C functions. The council would oversee NECA's operation. via its USAC
subsidiary, of the NANPA B&C functions. NECA states that the council could consist of the
USAC Board and others in the NANP community, and one or more international
representatives. 2u3 The NANPA B&C functions and financial management would be conducted
separately and independently from NECA' s or USAC's other administrative responsibilities.
Creation of the council, instead of a separate corporate entity, would lower administrative costs
while preserving neutrality.204 In response to WorldCom's arguments that NECA cannot be
neutral because of its ties to the incumbent LECs,2u5 NECA states that its propOSal assures neutral
administration of the billing and collection functions. Further, NECA alleges that WorldCom
fails to recognize NECA's successful administration of the Commission's interstate TRS fund and
its recent selection as interim administrator of the Commission's new universal service funds. 206

58. WorldCom opposes the selection of NECA as the B&C agent, alleging that,
even with the "cosmetic" modifications NECA proposes, NECA cannot operate in a competitively
neutral fashion. 2u7 The creation of an independent board will not change the historical incumbent
LEC leanings of NECA, WorldCom argues. 20S WorldCom states that NECA does have some
experience in B&C activities in the NANP environment. but that it nullifies its eligibility by
refusing to accommodate shortfalls in collections, a stated requirement for the B&C agent.
Further. NECA does not have billing experience in a competitive and contentious environment. 20

<J

c<ll lei.

cUe NTCA comments at 2.

:.,; NECA comments at 2-3.

:"4 Id See also NECA reply comments at 2.

:u< See para. 58, infra.

:0" NECA reply comments at 4.

cU] WorldCom comments at 6-7. reply comments at 3.

208 Id. at 7. See also WoridCom reply comments at 4.
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WorldCom urges the Commission to select Lockheed or another neutral entity as the B&C
agent. elO WorldCom argues that an advisory board or oversight council, as suggested by some
commenters, lacks the authority of an independent board of directors and would be unable to
supervise NECA to guard against anticompetitive actions. ~ II WorldCom states that an
independent board would have bias problems. but that an oversight counci I vvould be completely
ineffective in keeping check on NECA's partiality.elc WorldCom contends that. if NECA is the
B&C agent. at a minimum its activities l1lust be supervised by a specitic branch of the
Commission. cl ] WorldCom asserts that rules should be coditied to ensure that: (I) NECA is
required to balance its board of directors completely with non-ILEC interests; (2) membership
in NECA is open to all interested parties. including IXCs and CLECs; (3) the board has authority
over the hiring of professional stat1 and other personnel; and (4) NECA is required to comply
fully with the neutrality principles articulated by the NANc. cl4 Other parties. in their reply
comments, also disagree with comments that an advisory board or oversight council is
sufficient.:"5 AT&T argues that any cost savings NECA would realize by overseeing B&C
functions through USAC. rather than through a separate B&C board. would be trivial. clh

d. Discussion

(I) NANPA

59. We accept NANCs recommendation of Lockheed as the ne\V NANPA and
codify NANC's proposed conditions regarding transfer of intellectual property and pricing
adjustment.:'17 The record demonstrates that Lockheed otfers substantial savings compared to
Mitretek. and can bring eniciency and synergy advantages to number administration activities.
We note that the record demonstrates that Lockheed has worked to address the concerns of parties
opposing its selection as the NANPA.:'I~ The conditions the NANC recommends, which we are
imposing on Lockheed and all future NANPAs. persuasively address the concerns of those
parties opposing Lockheed because of its proposed estimation of costs and it initial unwillingness

2111 1<1.

211 WorldCom reply comments at 4.

212 Id.

211 Id.

2141d. at 6-7.

21< WorldCom reply comments at 4; AT&T reply comments at 5-6.

216 AT&T reply comments at 5.

217 See para. 20, supra.

218 See PCIA August 18 ex pane (After numerous discussions with Lockheed, PCIA feels its concerns have been
addressed and will support the NANC recommendation of Lockheed as the new NANPA).
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to transfer intellectual property rights. Concerns regarding Lockheed's projected staffing levels
are addressed by the record, as discussed helow.

60. We are not persuaded that Lockheed, as compared to Mitretek, is "so wholly"
understaffed as to be unable to discharge irs NANPA fUl1ctions. 2llJ Such a conclusion would be
inconsistent with the finding of the NANPA Evaluation Team, which reached consensus to
recommend both Lockheed and Mitretek as "preferred choices for the new administrator."m We
agree with MCI that it is inconceivable that the Evaluation Team. characterized by the very
parties opposing Lockheed on this point to be the "most informed and knowledgeable body" in
the evaluation process, would have' made such a recommendation if Lockheed were unable to
fulfill its duties as NANPA because of inadequate staffing.

61. As MCr has noted in the record in this proceeding, personnel levels alone are
not dispositive of service quality.22I Lockheed's commitment is not limited to providing a
particular number of employees to perform specific NANPA functions, such as NPA relief
planning, but rather to performing the specific service of NANP administration and to assign
however many employees are needed to fulfill that commitment.222 To the extent that staffing
concerns are actually concerns relating to Lockheed's ability to perform its NANPA functions in
a timely, efficient manner we note that Lockheed's performance will be closely monitored by the
NANC and the Commission. If Lockheed fails to fulfill its responsibilities, this will become
quickly evident and be swiftly remedied. Under the NANC's proposed rule, which we are
codifying as Section 52.12(d) of our rules, the NANC will monitor the performance of the
NANPA and, at the direction of the Commission, implement any remedial action necessary to
correct identified problems. As we have stated many times, numbers are the means by which
businesses and consumers gain access ro, and reap the benefits of. the public switched network.
Sections 251 (e) and 251 (b) of the Telecommunications Act of 1996 are no less clear as to the
importance of fair and efficient numbering administration, and require Commission diligence to
ensure that numbers are made available on a nondiscriminatory basis. NANC itselt~ we further
note. has put any future NANPA on notice that fai Iure to meet its responsibilities in this area will
mean removal; we conclude that Lockheed would be unwilling to risk losing commercially
valuable opportunities through poor performance in rhis very critical and public arena..~23

:1(,1 See. e.g.. S8e comments at 7.

:> Mcr reply at 3,

::1 Letter from Mary Brown, MCI. to Marian Gordon dated July 28. 1997 (MCI July 28 ex parte) at 2.

::: td. See a/so AT&T reply comments at 3,

--, See NANCs Proposed Rule 52.12(e).

Termination. "If the Commission determines at any time that the NANPA ... substantially or
materially defaults in the performance of its obligations. the Commission shall advise immediately
the NANPA ... of said failure or default. request immediate corrective action. and permit the
~ANPA . , , reasonable time to correct such failure or default. If the NANPA , . , is unwilling
or unabk to take correctiv~ action. the Commission may. in a manner consistent with the



Federal Communications Commission FCC 97-372

62. We further note that Lockhl'cd. in response to concerns that its proposed
centralization of NANPA functions might hindcr its ability to hire qualdied stall. has already
replied that it will assign its NANPA personllel to three existing Lockheed OftiCl'S. located on the
East Coast. West Coast, and in the Mid-Wes!. tu Llcilitate the hiring of the hest statlavailabk.'cl
In addition. Lockheed has affirmatively st~ltcd that it will anticipate and adjust proactivl'ly its
staffing needs to provide the l1l'cessary sl'nice levels"; \Ve note that the new NANl?/\ will
assume its responsibilities gradually. \vhich will pnl\ide Lockheed sufticient time to obtain the
necessary staff to carry OLlt its ne\-', functions. '.r Finally. while many NANPA functions
undoubtedly reqillre human judgment. I.uckhccd's innO\ativc Jpproach tu numbering
administration relying in part on the effccti\c usc 01' advanced technologies should streamlinc
some administration processes and reduce starting needs in general. CCI Current industry e1Turts.
encouraged hy the Commission and state public utility commissions to reduce the rate of
depletion of number resources, may reducc work (kmands on NANPA as well. Also. in the
Local Competition ,')'econtl Report und Order. we statL:d that states may assume responsibility for
initiating NPA relief planning. ccs While \\e du nut know at this point how many states will
actually take on that function. those that do "ill reduce the workload of the NANPA.

63. Regarding the transfer of intelleetual property, we are not persuaded that
NANCs recommendation should be 1l'jeeted hecause Lockheed is unwilling to surrender all
intellectual property and resourc .... :-, d'-'\~·"')ped l'l11 ,\\,\P \ aCli\ities. ResplJl)ding to the
Evaluation Team's concern that Lockheed had not committed to fredv transfer intellectual
property it developed in its role as NANPA should another NANPA be selected. NANC lmposed
the condition that any \JANPA must freely transfer intellectual property to the NANC lH' a

requirements of the Administrative Procedure Act. take an~ actiol1 that it deems appropriate.
including term ination,"

224 Lockheed reply comments at 9 11,21.

22< Lockheed comments at 9.

22& The transition schedule calls for the current NANPA', functions to be transferred tll the I1l'\\ ;-"';i\NP\ nu
later than 90 days after selection of the new NAN PA, The CU code assignment fUl1ctions wi II be tr~lJlskrrt:d tll the
new NANPA no more than 18 months after the new NANPA ha, assumed all orthe current NANPA functiolls. The
order in which the current CO code administrators will transfer their responsibilities to the 111:\\ NANPA has not yet
been determined. We emphasize that the current CO code administrators shall continue to be responsible for their
current functions for up to 18 months after the new NA NPA assumes Be! !core' s current functions.

227 See Lockheed reply comments at 7.

m Local Competition Second Report Lind Order at 19532. We stated that those states wishing to perform
functions relating to initiation and development of area code relief plans must notify the new NA NPA within 120
days of the selection of the new NANPA. Area code relief initiation and development functions will be transferred
to and performed by the new NANPA for those states that do not seek to perform such functions. Id at 19532-33.
By letter dated June 4, 1997, the Indiana Utility Regulatory Commission (IURC) informed Ameritech Indiana. the
Commission's Common Carrier Bureau, and the NANC that the IURC wishes to assume the role of initiating and
planning NPA relief.
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successor NAN PA selectee. c29 Lockheed has clarified on the record that, while it considers its
existing "telecommunications infrastructure," which is based on "off-the-shelf' technology, to be
its own. it considers the "NANPA system." Lockheed's application for numbering administration
that makes use of its "telecommunications infrastructure." to be proprietary to the NANPA and
will transfer it to a new NANPA free of charge. c"l We conclude, therefore, that Lockheed has
addressed all concerns regarding the transfer of its intellectual property.

64. Responding to Mitretek' s argument that NANC departed from its tirm, fixed
price requirement by crafting a condition regarding price adjustment we find no procedural
irregularity. NANC was free to develop its own evaluation procedures and to attach conditions
to its recommendation so long as they applied to all respondents. The record demonstrates that
Lockheed and Mitretek were treated equally in terms of their communications with NANC the
NANPA Working Group, and the Evaluation Team. Both had equal opportunities to make
presentations to the NANC and to justify the contents of their respective proposals and forecasts.
We agree with Mitretek that the NANC lncorporated a price adjustment mechanism because of
the difference in proposed staff levels and perceived future need for additional statT Reasonably,
in attempting to balance its concerns regarding Lockheed's minimal staff against its concerns
regarding Mitretek's significantly higher price, NANC determined that the price adjustment
condition was necessary. Mitretek is mistaken, however, in its assertion that NANC's price
adjustment condition "changed the price and risk strategy considered and proposed by Mitretek"
and '\:ncourages anu rewards understatement or the required staff and cost. ,,23 1 In preparing its
proposaL Lockheed had no more notice than Mitretek that the NANC would develop the price
adj ustment condition and thus had no incentive to underestimate its staff and cost projections.
Further. the price adjustment condition applies to both the Lockheed and the Mitretek proposals.
and does not unfairly benefit one respondent over another. Becau::;e the price adjustment
condition will be coditied in our rules, future applicants for the role of NANPA could have
incentive to underestimate staff and cost projections in proposals. Again, however, the price
adjustment rule. and any advantages resulting from that rule, would apply to all applicants
equally. and all applicants would be on an "equal footing" when preparing proposals.

65. We also disagree with arguments that the NANC gave too much weight to the
monetary difference between the Lockheed ancl Mitretek proposals. Costs are important.
particularly to the carriers that will bear larger shares of the costs for numbering administration.
Unquestionably the price difference between the two proposals is substantial. Although some
commenters note that the unit price per staff member was fairly consistent between the t\VO

22' See Proposed Rule 52. I3( t) The p.-oposed condition pertaining to transfer of intellectual property states that
the NANPA must make available any and all intellectual property and associated hardware resulting from its
activities. This property shall include systems and the data contained therein. software. interface specifications and
supporting documentation. The NANPA shall make such property available, fi'ee of charge, t.) whomever the NANC
directs. Further. Lockheed must specify any intellectual property it proposes to exclude from the condition based
on the property's existence before Lockheed's selection as NANPA.

~;" Lockheed reply comments at 5-6.

2'i Mitretek comments at 19-20.
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proposals, the Lid remains that Mitretek' s proposal \vould cost the industry over $22 million
more than Lockheed's would, an ubviously important l~lCtor to a majority of the NANC members.
The NANCs consideration of the prices ut' the t\VO proposals was reasonable, and we do not
disturb its overall recommendation 011 the basis that it gave too much weight to the issue of price.

66. We recognize that vendor diversity !()r number administration services has
advantages for the industry because it prevents the industry from being captive to a single.
monopolistic provider for these sen ices. We conclude. however. that there will continue to be
adequate vendor diversity if l.ockheed is the ne~ N/\NPA as well as an administrator for local
number portability (LNPA). The \J.\.NC recommended that Lockheed be the LNPA in only four
out of seven reuions.fherefore. even thouC!,h Lockheed has been selected as a LNPA there will
be another pro~ider of LNPA services. -'.;-' I~llrtheL l.ockheed will no longer be the administrator
for the SMS/SOO Help Desk.!;; On this basis. we conclude that there will be adequate vendor
diversity for number administration services. PCI;\ alslJ argues that. if Lockheed is selected as
the NANPA, it would have a financial interest in the NANP and number assignments which could
prevent it from serving as a neutral LNP administrator. We conclude that the financial interest
Lockheed would have in the NANP oy \ irtue lil' its role as NANPA is not of the sort
contemplated by the NANC vvhen it solicited proposals tor the LNP administrator.

67. \\/e find that the :\A~C prucess :~lI"ekctiol1 of the new NANPA was open
and fair, and included the opportunit) tor participation from all segments of the
telecommunications industry. We \vill not reject the NA.NCs recommendation because of its
failure to reach consensus on that recommendation tor the ne\v NANPA. Unlike most
telecommunications fora and standards budies. the Jederal advisory committee process does not
require consensus. We note that the NANC recommended Mitretek as the alternate NANPA. and
we accept this recommendation formally. If Lockheed defaults on its obligations as NANPA. or
if the NANC determines that Lockheed does not pcrknl11 those functions in a satisfactory fashion.
Mitretek will have the opportunity tli assume NX'.JP'\ responsibilities for the remainder of the
five-year term, if it still wishes to do so, \vithout its undergoing another evaluation process.

(2) 13illin~ and l,dlection Agent

68. 'Vie also accept the NANC recommendation and select NECA as the NANPA
B&C Agent, subject to the neutrality conditions outlined belovv.2'~ The record demonstrates that
NECA has relevant experience in cost recovery and billing and collection in the

",: On May I. 1997. the NANC recommended that Lockheed be the LNPA for four regions and that Perot
Systems, Inc. be the LNPA for three regions. On August 18. 1997 we released an order adopting the NANCs
recommendations with some modifications. Telephone Number Portability, Secund Report Lind Order. CC Docket
No. 95-116. FCC 97-289 (rei Aug. 18. 19971.

2JJ On June 2, 1997. the SMS/800 Management Team (SMT) announced that Sykes Enterprises. Inc. (Sykes) had
been selected to provide services for the SMS/800 Help Desk The SMT has transferred SMS!800 Help Desk
functions from Lockheed to Sykes.

214 See paras. 82·91. inFa.
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telecommunications industry, and has offered to perform the services at a significantly lower price
than Lockheed. Although it did express some reservations about NECA's selection, particularly
because of NECA's willingness to handle shortfalls in collections, the NANC determined on
balance that NECA' s experience with cost recovery and its lower price made NECA the better
candidate tor the B&C Agent. We will not disturb that judgment. We will, however, formally
name Lockheed as the alternate B&C agent. If NECA defaults on its obligations as the NANPA
B&C Agent, is unable or unwilling to comply with the neutrality cure we impose below. or does
not perform the NANP B&C Agent functions in a satisfactory fashion, Lockheed will have the
opportunity to assume NANPA B&C responsibilities, if it still wishes to do so, without its
undergoing another evaluation process.

2. Neutrality

a. Description of Neutrality Definition

69. The Requirements Document defined "neutrality" as follows:

I) a respondent may not be an affiliate of any telecommunications service
provider(s) as defined in the Telecommunications Act of 1996. "Affiliate" is a
person who controls, is controlled by, or is under the direct or indirect common
control with another person. A person shall be deemed to control another if such
person possesses, directly or indirectly, (i) an equity interest by stock, partnership
(general or limited) interest, joint venture participation, or member interest in the
other person ten (l 0%) percent or more of the total outstanding equity interests in
the other person, or (ii) the power to vote ten (10%) percent or more of the
securities (by stock, partnership (general or limited) interest, joint venture
participation, or member interest) having ordinary voting power for the election
of directors, general partner, or management of such other person; or (iii) the
power to direct or cause the direction of the management and policies of such
other person, whether through the ownership of or right to vote voting rights
attributable to the stock, partnership (general or limited) interest, joint venture
participation, or member interest of such other person, by contract (including but
not limited to stockholder agreement partnership (general or limited) agreement.
joint venture agreement. or operating agreement). or otherwise;

2) a respondent and any affiliate thereof may not issue a majority of its debt to.
nor it may derive a majority of its revenues from any telecommunications service
provider. "Majority" shall mean greater than 50 percent. and "debt" shall mean
stocks, bonds, securities. notes. loans. or any other instrument of indebtedness: and

3) notwithstanding the Neutrality Criteria set forth in 1) and 2) above, a
respondent may be determined to be or not to be subject to undue influence by
parties with a vested interest in the outcome of numbering administration
activities. NANC may conduct an evaluation to determine whether a respondent
meets the undue influence criterion.
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70. Mitrctek' s Septell1 ber -+. I ()()7 letter raises questions cOllcerni ng \vhcther an)
affiliates of Lockheed Martin IMS ~llT tekl"l)lllmlilliL~llillllS service providers. The Act,detines
"telecommunications" and "telecommunicatiolls '-'en icc" as follows:

rhe term "telecommunications" ll1e~lIlS the tr~lllSl11issioll. between or among points
specitied by the user. of in!(1rmarion 01 the user's choosing. without change in the
form or content or the information as sent and received.~;'

The term "telecommunications seniCL'" means the offering of telecommunications
for a fee directly to the public. or III such classes of users as to be dfectively
available directly to the public. reganlless of the h1cilities usedYh

71. We previously concluded that inclusilln of the phrase "directly to the public"
in the definition of telecommunications scnice limits the reach of that term to
telecommunications services provided on a cummon carrier basis.:?n Federal precedent holds that
a carrier may be a common carrit'r if it hldds IISe'lf (Jllt "to savice inditlerently all potential
users."nx We have found. hovvever. that such users arc not limited to end users. Common carrier
services include services oftered to nther LarrilTs. such liS exchan!.le access service. which is
offered on a common carrier basis and provided primari ly tu uther ca;riers. ~;'! Therefore, whether
any aftiliate of Lockheed Martin IMS is a telecommunications service provider does not depend
on whether those aftiliates pruvide ';crviccs direct/'. tll end Llsers. lhe question is. instead.
whether they have been authorized to offer services indiscriminately to the public. and are.
therefore. providing services on a common carrier b~\sis.

72. Astrolink. It is clear that the Lockheed Martin Corporation' s Astrolink system
will be operating on a non-common carrier basis and will not provide telecommunications
services Vvithin the meaning of tht: Act. In its application, the Lockheed Martin Corporation

2." 47 U.S.c. § 153(43).

211, 47 U.S.c. § 153(46).

217 Universal Service Order Federal-State Joint Board on Universal Service. Report and Order. CC Docket No.
96-45, FCC 97-157 (reI. May 8, 1997), at para. 785

2J8 National Association of Regulatory Utility Commissioners v. FCC. 553 F.2d 60 l. 608 (D.C. Cir. 1976)
(NARUC ff). See also CABLE & WiRELESS, PLC. Application for a License to Land and Operate in the United
States a Private Submarine Fiber Optic Cable Extending Between the United States and the United Kingdom. Cab/e
Landing License, File No. SCL-96-005, FCC 97-204 (reI. June 20, 1997), at para. 12.

m See 47 C.F.R. § 69; see generally MTS and WATS Market Structure. Phase i. Third Report and Order. CC
Docket No. 78-72, 93 FCC 2d 241, paras. 13, 23 (1982) (access charges are regulated services and include "carrier" s
carrier" services).
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stated that it proposed to 011(.:1' services on a non-common carrier basis. 240 In granting its
application. we authorized the Lockheed Martin Corporation to operate on a non-common carrier
basis.-'~l

73. Globalstar. It also is clear that Globalstar will be operating on a non-common
carrier basis and will not provide telecommunications services within the meaning of the Act.
In its application, the Loral/Qualcomm Partnership (LQP) stated that it did not intend to hold
itself out to provide mobile satellite services indifferently to the public.242 We authorized LQP
to operate on a non-common carrier basis. '~;

74. Loral SKYNET. Loral SKYNET offers at least some of its services on a
common carrier basis. In October 1996. AT&T Corporation (AT&T) and Loral SpaceCom
Corporation (Lora!) filed an application for authority to assign AT&T's licenses for Telstars 302,
303. 40 L 402R. 5, and 6, and associated earth stations and common carrier authorizations, to
Loral.2~~ As discussed below, three of these are now operational. Loral proposed to maintain
continuity in SKYNET' s service ofIerings. which include satellite services provided on a common
carrier basis. 245 The International Bureau, acting on delegated authority, granted the assignment
appl ication.246

c40 See Lockheed Martin Corporation Application for Authority to Construct, Launch. and Operate aKa-Band
Satellite System in the Fixed-Satellite Service. File Nos. 182 through 186-SAT-P/LA-95. Order and Authorization.
DA No. 97-973, 1997 WL 232167 (May 9, 1997).

c41 1£1

c42 See Application of LorallQualComm Partnership. L.P. For Authority to Construct, Launch, and Operate
Globalstar. a Low Earth Orbit Satellite System to Provide Mobile Satellite Services in the 1610-1626.5 MHzi2483.5
2500 MHz Bands. Order (lnd Authorcatiol1. 10 FCC Rcd 2333.2336 (1995) ujJ'd, II FCC Rcd 18502 (1996).

c·11 1£1

244 See AT&T Corp. and Loral SpaceCom Corporation. Application for Authority to Assign the Licenses for
Telstars 302. 303. 40 I. 402R. 5. and 6, and Associated Earth Stations and Common Carrier Authorizations. Order
and Authurization. DA 97-125. 1997 WL 20687 (Jan. 17. 1997).

c4' 1£1 We note that we have adopted a policy permitting satellite operators in the Fixed-Satellite Service to elect
to operate on a common carrier basis or a non-common carrier basis. Amendment to the Commission's Regulatory
Policies Governing Domestic Fixed Satellites and Separate International Satellite Systems, Report and Order, IB
Docket No. 95-41. 11 FCC Rcd 2429. 2436 (1996).

c4" See AT&T Corp. and Loral SpaceCom Corporation, Application for Authority to Assign the Licenses for
Telstars 30:,303, 401. 402R, 5, and 6, and Associated Earth Stations and Common Carrier Authorizations. Order
lind Authorization, DA 97-125. 1997 WL 20687 (Jail. 17, 1997).
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75. Telstar 302 is no longer in operation.-'oP Telstar 303 was launched and hegan
servit:t: under common carrier regulation in August IY85. 24S Its ten-year lit:ense term expired on
August 7. 1995. and since that time. it has heen operating under special temporary authority.""I'!
In September 1996. the International Bureau, acting on delegated authority, permitted the satellite
to operate until December 3 L 1997. or until the date of the transfer of tratlic from Telstar J03
to its replacement satellite. whichever occurred sooner.-"o Loral recently tiled an application to
modify the license for the Telstar 303 satellite to extend the license term until December 31.
1998. or. alternatively. for special temporary authority to continue to operate Telstar 303 from
December 31. 1997 until a license moditication is uranted.-'" Telstar 303 is nearing the end of
its projected operational life. -'~' ~ ~

76. Telstar 401. which may htlVe offered some services on a common carrier basis.
is no longer in operation. having experienced a catastrophic failure in early 1997.-':'3 On May 23.
1997. the International Bureau. acting on delegated authority, authorized Loral to launch and
operate Telstar 5 on a non-common carrier basis as an emergency replacement for Telstar 401. 254

Telstar 5 is in operation on a non-common carrier basis.

,r L-:tter from George F. W:lzeter. Loral Sp:lceCo!l1 Corp.. to William F. CMoll dated September I!. 1997

:~x AT&T Corp. Application for Modification of the TELSTAR 303 Domestic Fixed-Satellite. File No. 54-SAT
ML-95, 80-SAT-ML-96, 81-SAT-STA-96. 142-SAT-STA-96. ()rdc'rundAlithori::alion. DA 96-1499.11 FCC Rcd
10570. 10571 (1996).

:~') Id

:<" Id at 10573.

lSI See Application to Modify the License for the Telstar 303 Satellite to Extend the License Tenn. tiled Sept.
19, 1997. Loral notes in that application that on April II. 1997. It tiled an application to extend the construction
and operation dates for the satellite (now called Telstar 6) that \\ ill replace Telstar 303 as a result ortlle catastrophic
failure of Telstar 40 I. Id at 3 11.7.

:S: Projections for the operational lives of satellites vary between ten and fifteen years, depending on the design
of the satellites and how much fuel they have left at a given time.

1\3 Loral SpaceCom Corp. Application for Special Temporary Authority to Launch Telstar 5. File No. 58-SAT
LA-97, Order, File No. 58-SAT-LA-97. DA 97-1099, 12 FCC Rcd 6743 (1997). In 1990, AT&T was granted
authority to sell a portion of the C-band transponders and a portion of the Ku-band transponders on its Telstar 40 I
and 402 satellites on a non-common carrier basis, and to operate the remainder of the satellites' capacity on a
common carrier basis.

2\4 Id The International Bureau, acting on delegated authority in 1996. previously had granted AT&T authority
to launch and operate Telstar 5 and 6 satellites on a non-common carrier basis. Assignment of Orbital Locations
to Space Stations in the Domestic Fixed-Satellite Service. Application of American Telephone and Telegraph
Company, File No. 62-SAT-AMEND-95, 63-SAT-P/LA-95, 64-SAT-P/LA-95. 65-SAT-P/LA-95, Order and
Authorizations, DA 96-713, 11 FCC Rcd 13788, 13789 (1996). See also Application of AT&T Corp. for Authority
to Construct, Launch, and Operate Space Stations in the Domestic Fixed-Satellite Service, Memorandum Opinion
and Order, DA 96-1942, 1996 WL 671150 (reI. Nov. 21, 1996).
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77. The third operational SKYNET service satellite is Telstar 402R and a portion
of its services appear to he offered on a common carrier basis. In 1990, AT&T was granted
authority to sell up to 12 of the 48 C-band transponders and up to 12 of the 48 Ku-band
transponders on its Tclstar 40] and 402 satellites on a non-common carrier basis. 255 AT&T also
v" as granted authori ty to operate the remainder of the Tclstar 402R capacity on a common carrier
basis. c" AT&T was required to continue to adhere to all applicable Commission requirements
with respect to its common carrier operations. 257 When AT&T and Loral applied for consent for
assignment of AT&T' s licenses. Lor«l proposed to honor all of AT&T' s existing contracts and
other obligations with respect to its licensed facilities. The parties structured the acquisition to
enable Loral to maintain uninterrupted service to AT&T's customers and to avoid disruption.
inconvenience. and confusiori to the AT&T customers. 25X

78. We conclude that Lockheed Martin IMS is an affiliate of a
"telecommunications service provider." and is in technical violation of a portion of the NANC s
proposed neutrality criteria. Section 52.12 (a)( 1)2<" provides in part that the NANPA shall not
be an affiliate of any telecommunications service provider as defined in the Communications Act.
as amended. Lockheed, through its 16 percent ovvnership of Loral Space, is an affiliate of a
telecommunications service provider, Loral SKYNET. which currently provides certain services
on a common carrier basis through its operation of Telstar 303 and Telstar 402R.

79. We also find, however, that the violation of section 52.12(a)(]) is de minimis.
The customers of these SKYNET services constitute a discrete, specific group of former AT&T
customers. Moreover. it appears that. because the Telstar satellites are used, among other things.
to provide video teleconferencing and broadcast video distribution. many customers of the Telstar
303 and Telstar 402R common carrier offerings do not use North American Numbering Plan
resources and. therefore. the service offerings do not jeopardize the neutrality of Lockheed Martin
IMS as the NANPA. 260

,« Letter from Richard M. Firestone. Chief, COlllmon Carrier Bureau, to Leonard J. Monize dated February 8.
1990 (Firestone letter) at 2.

,57 Id

25R AT&T Corp. and Loral SpaceCom Corporation, Application for Consent to Assignment of Licenses and
Section 214 Authorizations and for Any Necessary Approvals Pursuant to Section 310(b)(4) and Request for
Expedited Treatment, filed October 9, 1996, at 7-8.

2<') 47 C.F.R. § 52.12 (a)(I).

2(0\1 See, e.g. American Telephone and Telegraph Company, Supplemental Infonnation In Support of Application
for Authorization to Construct, Launch, and Operate Replacement Satellites to be Used as Part of the AT&T/GSAT
Domestic Satellite System, tiled May 16, 1980, at A-4-1, indicating that both video and audio sel vices would be
provided with these satellites. See also American Telephone and Telegraph Company, Application for Authority to
Construct, Launch and Operate a Domestic Fixed-Satellite Service System, filed September 15, 1987, at 21. AT&T
states in that Application: "The TELSTAR satellites to be replaced are projected to operate at or near capacity for
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80. Further, section 52.12(a)(2)~('1 provides that neither the NANPA nor any uf its
affiliates may issue a majority (i.e. more than 50 pen:ent) of lts debt to. or derive a majority of
its revenues from, any telecommunications service provider. Nothing in this record suggests that
Loral Space owns more than 50 percent uf the debt instruments issued by the Lockheed Martin
Corporation. Further, it appears that the revenues that the Lockheed Martin Corporation received
as a result of its affiliation with Loral Space represent \)I1ly ~l small portion of the revenues of the
Lockheed Martin Corporation. Accurding to the Form IO-K that vvas tiled with the Securities
and Exchange Commission for the period from April I thrllugh December 31, 1996. Loral Space
and Communications Ltd. acquin:d Skynel Satellite Sen ices on March 14. Il)97. at a price of
$478 million.:'6:' Lockheed Martin's equity interest in l.ur~tI is 16 percent. or arrroximately $76.5
million of Loral's investment.~(" In 1996. Lllckheed \Ltrtin reported total assct:-; of $29.257
billion in its consolidated Balance Sheet. ~,,: Therefore. its equity interest in Skynet represents
approximately 0.26 percent (00026) of its total assets

81. In addition. section 52.12 (a)(3) ofuLlI" rules.:'(" provides that. even if the
NANPA does not satisfy the neutrality c!'iteria stated 1I1 sections 52.12 (a)( 1) and (2). the
Commission nonetheless may find that the \:\i\PA j-; ncutral and not subject to unduc influence
by parties with a vested interest in the outcome of numbering administration and activities. Our
rule further provides for the NANC in the tirst instance to eV:lluate such cases and to submit lts
recommendation to the Commission. In the iLbtant ease. tile \\:-\C. whose' membcrship includes
a diverse group of industry experts. revievved the ex parte filings of Mitretek and Lockheed and
recommended that we find that Lockheed is neutral for purposes of assuming the functions of the
NANPA. We agree that Lockheed will not be subject to undue int1uence by parties with a
vested interest in the outcome of numbering ~ldministr;llion. ~IS :1 consequence of its current
interest in Loral SKYNET. In sum. in view nf the <fl' milllmis nature of the common carrier
services currently offered by Loral SKYNET. the extremely small financial stake of the Lockheed
Martin Corporation in Loral SK YN ET relative to the Lockheed iVlartin Corporation' s overall
assets, and the conclusion of the NANC that Lockheed is neutraL we conclude that Lockheed may
serve as the NANPA without compromising the purposes of the statute and the resulting
neutrality criteria. To any extent that the Lockheed Martin Corporation or its aftiliates in the
future otTer common carrier services that are more than de 111lnimiS in nature. we \\ould

the remainder of their useful lives. They are used to provide off-shore MTS and WATS services: digital private line
services; switched digital services; video teleconferencing; and broadcast video distribution."

261 47 C.F'.R. § 52.12 (a)(2).

262 Form 1O-K, Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 for
the Transition Period from April 1. \996 to December 31. 1996. Loral Space and Communications Ltd.. Commission
file number \-\4180, at 27.

263 Lockheed September 1\ ex parte at 3 n.ll.

264 Lockheed Martin 1996 Annual Report at I.

265 47 C.F.R. § 52.\2 (a)(3). .
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reconsider the issue of Lockheed's neutrality under section 52.12 and consider taking action
disqualifying Lockheed as the NANPA. 266

(2) Billing and Collection Agent

S2. We agree with NANC's conclusion that NECA, as currently structured, is not
neutral. We further find merit in NANC's proposed cure that NECA create an independent board
exclusively for the B&C Agent and that such board: (i) be neutral and impartial; (ii) not advocate
specific positions to the Commission in non-administration-related proceedings; (iii) not be
aligned or associated with any particular industry segment; and, (iv) not have a direct financial
interest in the support mechanisms established by the Commission.267 NANC correctly observes
that these criteria are consistent with those recommended by the Universal Service Joint Board
to assure the neutrality of a permanent administrator of the new universal service support
mechanisms.268

83. We find NECA's proposal to create a NANPA Billing and Collection
"Oversight Council" inadequate to address NANC's neutrality concerns. While NECA states that
its Oversight Council would operate separately and independently from NECA or its proposed
wholly-owned subsidiary, the USAC, NANC was clear in its directive that the B&C Agent for
NANPA was to have its own independent board.C(J'! NANC's statement that "[NECA's]
suggestion of the USAC Board ... as a cure for its neutrality is considered insufficient and
inadequate for the concerns of all parties" underscores this point. 270 The NANC obviously had
serious reservations about whether USAC, created for purposes other than numbering
administration, could adequately substitute for a board dedicated exclusively to overseeing
NANPA billing and collection efforts. The record provides no basis upon which to reject the
NANC's judgment. AT&T, for example, states in its reply comments that any cost savings
realized by not requiring NECA to create a separate~B&C board would be "trivial."

84. Accordingly, we direct that, as soon as possible, NECA create an independent,
not-for-profit subsidiary corporation. similar to the USAC model, under the laws of Delaware to
be designated the NANPA B&C Agent. We further direct NECA to submit to the Commission

:M, We note that, on October 7, 1997, Lora! announced that it has entered into a definitive agreement to acquire
100% of Orion Network Systems Inc. for Loral common stock. See Loral Space & Communications Ltd., News
Release, Loral to Acquire Orion Network Systems in Excnange of Stock, Oct. 7, 1997. Orion is currently authorized
to offer its services on a non-common carrier basis. Establishment of Satellite Systems Providing International
Communications. Report and Order, CC Docket No. 84-1299. 101 FCC 2d 1046. 1050 (I985).

:67 NANC Recommendation at 13.

:6~ Changes to the Board of Directors of the National Exchange Carrier Association, Inc., Notice of Proposed
Rulemaking and Notice of Inquiry, CC Docket No. 97-21. 12 FCC Rcd 72 (1997).

:" .. NANC states: "The recommended neutrality cure is for the FCC to order NECA to create '-In independent
board exclusively for the Billing and Collection Agent." NANC Recommendation at 13.

:-" ILl.
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for approval proposed articles of incorporation. bylaws, and any documents necessary to
incorporate the B&C Agent, by December 12, 1997. in order to ensure that prior to incorporation
of the B&C Agent all requirements of this Order have been satisfied. The Commission will
approve l)r modify the proposed documents through a Public Notice. Consistent with NANCs
recommendation, we direct NECA to create the separate subsidiary corporation with a board of
directors reflecting "broad based representation from the NANP community with at Ieasi one
international representative."27i The hoard of directors and the NECA board of directors shall not
have common members. Specitically. mirroring the representational composition of NANC. the
board shall be composed of fOllrteen members: two representatives of dorpestic interexchange
carriers: two representatives of domestic incumbent local exchange carriers: two representatives
of the competitive local exchange carriers: two representatives of the wireless carriers: two
representatives of non-domestic carriers: two representatives of consumer groups: and two
representatives from state and international regulatory bodies.2n The board shall meet at least
quarterly, and more frequently if the board members deem necessary. As discussed below. it
shall have an audit of the subsidiary's activities as B&C Agent for the NANPA conducted
annually, and shall provide the audit report to the NANC. The board shall also report to the
NANC on its activities on at least an annual basis.

~5. The establishment of this subsidiary corporation with its own independent board
of directors will bring to numbering administration the expertise needed to ensure that billing and
collection functions related to numbering resources are administered eHiciently. This subsidiary
corporation, through its parent company. NECA. will have access to the experience and resources
necessary to implement support mechanisms quickly. We expect that this general expertise will
enable the NANPA B&C Agent to assume its full responsibilities quickly. This in turn should
assure that NANPA will begin to operate on schedule. despite the short implementation periods
specified in the NANP Order.m As stated above. if NECA should be y.nwilling or unable to
perform as directed Lockheed should become the B&C Agent for NANPA. While it projected
higher costs for the billing and collection function than NECA did, and does not have NECA's
longstanding relationships with telecommunications carriers, Lockheed is considered neutral for
purposes of assuming the duties of the B&C Agent.

86. We direct NECA to establish the B&C Agent as a separate subsidiary. This
separate subsidiary will have separate directors. pursuant to the requirements set forth above, and
will maintain separate books of account from those of NECA's other operations, We direct that
the appointment of NECA as the B&C Agent will become efTective coincident with NECA's
incorporation of the B&C Agent subsidiary. We direct the B&C Agent subsidiary to develop any
necessary database systems, to hire and train personneL and to discuss .with contributors the
assessment of NANPA cost recovery requirements. In its role as the B&C Agent, this NECA
subsidiary may engage only in activities directly related to billing and collection to recover costs
for NANP administration, Meetings of the B&C Agent subsidiary's board of directors shall be

271 Jd

m We note that the presence of international representatives on the board should address NANCs concern
regarding NECA's lack of international experience.

273 NAN? Order at 2632.
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open to the public and shall be hdd in Washington. D.C., because this city is easily accessible
and may be particularly convenient for the parties that have offices or representatives in the
Washington, D.C. area. We conclude that board members shall be entitled to reimbursement for
expenses directly incurred as a result of their participation on the B&C Agent subsidiary hoard.

87. Intercorporate Transactions. We anticipate that the B&C Agent subsidiary may
engage in transactions with NECA. We expect that NECA and the B&C Agent subsidiary will
engage in such transactions whenever doing so would minimize the latter's expenses. We direct
NECA to provide such services, including lending start-up funds, upon the request of the B&C
Agent subsidiary, on reasonable terms. Start-up funds for the B&C Agent subsidiary may not
come from the IRS fund or from TRS administrative expense accounts. 274 All transactions that
occur between NECA and the B&C Agent subsidiary must be conducted on an arm's length
basis. For transactions between NECA and the B&C Agent subsidiary, NECA must comply with
the Commission's affiliate transaction rules. m We also direct NECA to revise its cost allocation
manual (CAM) to ret1ect the formation of the B&C Agent subsidiary.276

88. Accounting and Auditing Requirements. The B&C Agent subsidiary will
maintain books of account in accordance with generally accepted accounting principles (GAAP)
that are separate from NECA.s books of account. We direct that an audit be performed of the
B&C Agent subsidiary's books on an annual basis by In independent auditor. The audit period
should conform to the time period on which the subsidiary keeps its books. We direct the NANC
to make a recommendation to the Commission regarding the nature and scope of such an audit
and request that the NANC make a recommendation consistent with our Accounting Safeguards
Order. where we established specific audit procedures applicable to separate subsidiaries of the
BOCs under section 272(d) of the Act.?77 Because we conclude that oversight of the billing and
collection functions is necessary to ensure the integrity of those functions, we apply to the B&C
Agent subsidiary audit requirements similar to those contained in section 53.209 et seq. of our
rules. e7X Before selecting the independent auditor. the B&C Agent subsidiary shall submit to the
NANC the former's proposed preliminary audit requirements, including the proposed scope of
the audit and the extent of the compliance and substantive testing. The NANC shall review the
preliminary audit requirements to determine whether they are adequate to meet the audit
ubjectives. We direct the NANC to submit the preliminary audit requirements to the Bureau.
along with any recommended modifications that it deems necessary. After the audit requirements

:~-J S'ee 47 C.F.R. ~ 64.604(c)(4)(iii)(H).

2';''' See 47 C.F.R. § 32.27. See also Joint Cost Order. Separation of Costs of Regulated Telephone Service from
Costs of Nonregulated Activities. Report and Order. 2 FCC Rcd \298 (1987), mod£fied on recon 2 FCC Rcd 6283
(1987): Implementation of the Telecommunications Act of 1996: /9% Safeguards Order.

;:7(1 Sec 47 C.F.R. § 64.903.

-' See Implementation of the Telecommunications Act of 1996: Accounting Safegualds under the
Telecommunications Act of 1996. Report u/ld Ordcr. II FCC Rcd \7539 (1996) (1996 Safeguards Order).

:'3 .'"ee 47 C.F.R. § 53.209 et secf.
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have been approved by the Bureau, the B&C Agent subsidiary shall engage an independent
auditor to conduct an agreed-upon procedures audit following the procedures approved by the
Bureau. In making its selection, the B&C Agent subsidiary shall not engage an independent
auditor that has been involved in designing the accounting or reporting systems under review in
the audit. In addition, the B&C Agent subsidiary shall require the independent auditor sekcted
to develop a proposed audit program based on the tinal audit requirements as approved by the
Bureau, and to submit such audit program to the Bureau staff. which will determine whether any
modifications are necessary to conform the proposed audit program to the final audit program
approved by the Bureau. This procedure Illust occur every year.

X9. Because the audit program is an agn:ed-upon procedures audit that will be
conducted to assure that the B&C Agent sl.:'rves the public interest. the B&C Agent subsidiary
must require the independent auditor it sekets to inform the Bureau, during the course of that
audit, of any revisions the auditor makes to the tinal audit program or scope of the audit. The
B&C Agent subsidiary must also require the independent auditor to notify the Bureau of any
meetings with the B&C Agent or NECA in which audit tindings are discussed, so that the Bureau
can ensure that the audit program is conducted in accordance with Commission rules. In
addition, the B&C Agent subsidiary must require the independent auditor selected to submit to
the Bureau any accounting or rule interpretations that the B&C Agent subsidiary or the auditor
makes to complete the clUdit. By receiving the above information. the Bureau can ensure that the
auditor examines areas the Bureau has determined require review and that the Commission's rules
are being followed.

90. The B&C Agent subsidiary must require the independent auditor selected.
within 60 days after the end of the audit period. but prior to discussing the audit findings with
the B&C Agent or with NECA, to submit a draft of the audit report to the Bureau. We conclude
that early submission of the audit report to the Bureau allow the Bureau to assess the validity of
the report's findings and the adequacy of the work product. If the Bureau stafl, upon reviewing
the draft audit report, determines that additional audit work is necessary, the independent auditor
may request additional time to perform that work. The B&C Agent subsidiary must require the
independent auditor selected to submit the tinal audit to the B&C Agent subsidiary for its
response to the audit findings. Within 30 days atter receiving the audit report. the B&C Agent
subsidiary shall respond to the audit tindings and send a copy of its response to the Bureau. The
B&C Agent subsidiary also must submit to the Bureau any reply that the independent auditor
makes to the B&C Agent subsidiary' s response.

91. Nondisclosure of Information. The Commission will have full access to all
data received by the B&C Agent subsidiary. Requests for protection from Commission disclosure
can be made under section 0.459 of the Commission's rules at the time that the subject data are
submitted to the B&C Agent. m As required by our rules, such requests for nondisclosure must
state reasons for withholding the materials from disclosure (e.g.. competitive harm) and the facts
supporting that statement. We will require the B&C Agent to keep confidential all data obtained
telecommunications service providers, not to use such data except for purposes of billing and

279 47 C.F.R. § 0.459.
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collection to recover costs for NANP administration, and not to disclose such data in company
specific form unless directed to do so by the Commission.

C. Process for Governance of NANPA and the B&C Agent

1. Description of Recommended Rules

92. The NANC also has recommended our adoption of rules, developed by the
NANPA Working Group, to govern how the new NANPA and the B&C Agent conduct their
respective operations.no The NANC's proposed rules would require the NANPA and the B&C
Agent to conduct their operations subject to oversight from the Commission, with
recommendations from the NANC. 281 Generally, the rules prescribe: (1) neutrality standards
governing both the NANPA and the B&C Agent;282 (2) the lengths of the terms of administration
of both the NANPA and the B&C Agent;"8J (3) how the NANPA and the B&C Agent are to
respond to changes to industry regulations, Commission rules, or other guidelines or directives;284
(4) the performance review process for the NANPA and the B&C Agent;285 (5) the termination
of the tenure of the NANPA and the B&C Agent if either fails to comply with the neutrality
requirements or materially defaults in the performance of its obligations;286 (6) dispute resolution
processes;237 (7) enterprise services that the NANPA may offer;288 (8) duties of the NANPA;289
and (9) duties of the B&C Agent. 290 The NANC's proposed rules defined conditions under which
the NANPA may seek an adjustment to its price schedule and the scope of the NANPA's

eX" NANC Recommendation, Attachment 2.

eX! /d at2.

2'e 1"-

2x) 1"- at 3.

2'.. 1"-

2'; Id.

e'" /d at 3-4.

m Id. at 4.

2~S Id. The Requirements Document states that enterprise services are "services not described elsewhere in this
Requirements Document that may be provided by the new NANPA for a specitic fee. Enterprise services and their
associated fees are subject to prior approval by NANC. Requirements Document at para. 7.0.

e8" 1"- at 4-5.

2')1> 1"- at 6-7.
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obligation to transfer intellectual property rights to a successor NANPA that we have already
discussed. :'Q1

93. The NANC recommends that NANPA attempt to resolve disputes relating to
number administration using a binder of decisional principles. which the NANC refers to as
"NANC guidelines.":''!:' Initially, it says, the binder will contain: (I) regulatory guidanee and
orders specifically relating to numbering (e.g .. orders and directives of the FCC state regulators
and non-United States governmental bodies); and (2) numbering-related guidelines and related
explanatory material that have been formally adopted by standards bodies (e.g.. Committee T1.
TIA committees) or the equivalent of such bodies (international organizations such as the ITLl.
Inmarsat or Intelsat), or that renect the consensus of numbering-related forums and industry
committees (e.g .. Network Interconnection and Interoperability Forum which formerly included
the ICCF. Industry Numbering Committee. Canadian "Jumbering Committee. etc.).

94. NANC further recommends that the FCC establish processes under which a
NANC recommendation will have the authority of an FCC decision. if the Commission does not
affirmatively suspend. modify or reject the recommendation within a fixed time period t'6110wing
the release of a public notice announcing that NANC recommendation.

2. Discussion

95. There was very little comment on the NANCs proposed rules. We adopt the
rules as proposed by the NANC, with some moditications The rules set broad guidelines within
which the NANPA and the B&C agent must operate to meet the objectives of fair and efticient
numbering administration. Because they constitute a minimal set of requirements. the rules
should give the industry flexibility to perform number administration so that the industry's needs
for numbering resources are met. The NANPA and. to the extent applicable. the B&C Agent.
shall follow Commission rules and regulations and the guidelines developed by the INC and other
industry groups pertaining to administration and assignment of numbering resources.:")] [f there
is a dispute regarding the application of a particular guideline. or if the industry groups
developing the guidelines cannot reach consensus regarding what guidelines apply in a given
context. the Commission will address the dispute. either initially or after recei ving a
recommendation from the NANC, and will if necessary codify formal regulations. Parties with
disputes or questions regarding industry guidelines. or proposed changes to industry guidelines.
are encouraged to seek assistance from the NANC tirst. We reject arguments that NANC "adds
an additional layer to decision-making on numbering issues" and therefore should be removed

19\ ld at 5-6.

191 NANC Recommendation, Attachment 3.

29.1 These guidelines include. but are not limited to: (I) Central Otlice Code (NXX) Assignment Guidelines (INC
95-0407-008) (dated April 1997); (2) NPA Code Relief Planning and Notification Guidelines (INC 97-0404-0(6)
(dated April 1997); (3) Recommended Notitication Procedures to Industry for Changes in Access Network
Architectures ICCF 92-0726-004, Revision 2.; (4) NPA Allocation Plan and Assignment Guidelines (INC
96-0308-011) (dated April 1996)..
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from the arena of resolving numbering disputes. 294 As amply demonstrated by its record thus far,
the NANC, proceeding at a rapid pace to resolve technically complex issues that affect the
competitiveness of the entire telecommunications industry, has greatly facilitated the
Commission's work in numbering. As we have stated many times before, we have carefully
balanced the membership of NANC so that it represents the numbering interests of service
providers. users, and regulators throughout the countries served by the NANP. The NANC
membership, working together to achieve consensus on issues for which time is of the essence,
has expedited what would otherwise likely be a much longer process if the Commission were to
rely on traditional rulemaking exclusively. For these reasons, we find that NANC operates in the
public interest and should continue in operation.

96. We agree with the NANC's recommendation that the NANPA attempt to
resolve disputes using the binder of decisional principles. We also agree that the administrator
should apply its expertise to interpreting and applying existing decisional principles, but that it
should not make policy or create the equivalent of new guidelines, and should not exceed a three
month time period for completing resolution of disputes before it. If the NANPA requires
additional time for resolution, it should inform the NANC how much additional time it requires
and the reasons why three months is not sufficient. NANC concludes, and we concur, that most
disputes will arise because a party disagrees with an administrator's decision, action, or non
action and it will ask the administrator to review the decision.

97. We further agree with the NANC's recommendation that we codify an
instruction to the NANC to adopt and use dispute resolution procedures that, for each dispute
before the NANC, provide all interested parties: (I) notice of the matters at issue; (2) a
reasonable opportunity to make oral and written presentations; (3) a reasoned recommended
resolution; and (4) a written report summarizing the recommendations and the underlying reasons.
Ta provide solutions to numbering disputes when time is critical, we further agree to streamline
our administrative processes of review and accordingly order that. under authority delegated by
the Commission to address number administration, the Common Carrier Bureau, using NANC's
initial report, written submissions made to the NANC, and the NANC's final recommendation
as a written record, review any NANC recommendation. In addition, we order that, ifNANC's
recommendation is uncontested by the disputants. it will be deemed affirmed 14 days after the
Common Carrier Bureau releases a public notice announcing the NANC's recommendation,
unless the Common Carrier Bureau affirmatively suspends, modifies or rejects the
recommendation during that time period. The NANC is directed to provide notice of its decision
within five days of issuance by filing its recommendation with the Common Carrier Bureau. The
NANC should include, at a minimum, the full text of its recommendation, including its decision
and opinion. We further order that the NANPA shall not implement a NANC dispute resolution
recommendation until passage of the l4-day time period, unless the Common Carrier Bureau
affirmatively directs otherwise. Should a disputant wish to contest the NANC's recommendation,
it may do so by filing a petition with the Common Carrier Bureau within 14 days after NANC's
submission of its recommendation to the Common Carrier Bureau. Filing of such petition will
automatically suspend the 14-day regulatory review time period discussed above.

~')4 See Statement of US West Regarding Continuation of the NANC, to the NANC dated August 14, 1997.
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98. Mer noted that the Commission's public notice seeking comment on the NANC
recommendations, in its description of the NANC condition regarding price adjustment contained
slightly different language than did NANC's proposed rule. 2

(1) MCI states that the textual
difference may raise confusion and undermine the effecti veness of the tixed price guarantee. 2

'11>

We are. however. adopting the proposed rule as submitted in the NANC Rccommcndation.C'J7

IV. TOLL FREE NUMBER ADMINISTRATION

A. Background

99. The group within Bellcore that administers the NANP does not administer the
toll free number database. The latter is administered separately by Database Service
Management. Inc., (DSMI) under the Service ivlanagement System (SMS) Tariff. DSMI is a
subsidiary of Bellcore. which is currentlv owned bv the RBOCs. In 1995. in the Toll Free
NPRM,29S we sought comment on wheth~r DSMI ;hould continue to administer the toll free
databases or whether another entity. such as the NANP administrator or another neutral party.
should administer the toll ti-ee databases. 2C

)'1 The Commission asked parties to comment on
whether independent third parties not affiliated with Ikllcore or the RBOCs should perform the
administrative database functions instead of DSMI and Lockheed. who currently pert'lmn those
functions. 3011

2'1; MCI comments at 17. MCI notes that the public notice states that "the entity selected as the NAN PA must
perform the NANPA functions at the price the entity suhmitted 111 ils proposal to the NANC that formed the basis
for the entity's selection by the NANC." The public notice also indicates that the "NANC may grant an adjustment
in price" if the tasks "exceed 120 percent of NANPA 's assumption for the above tasks made in Ihe proposul to the
NANC that formed the basis for the entity's selection by the NANC" (Emphasis supplied). Mel states that phrases
"submitted in its proposal" and "in the proposal" are troublesome because some respondents' proposals did not
include numerical assumptions regarding the specific tasks listed in the proposed rule. It was only after the NANPA
Working Group requested each respondent's workload assumptions regarding specific tasks that vendors provided
this information. Thus, the initial proposals themselves do not include any assumptions regarding the task workloads.
Conversely, the NANC's proposed rule's language of "at the time of selection" would include the assumptions that
were provided to the NANPA Working Group.

296 Id

297 NANC Recommendation, Attachment 2, proposed rule 52.15(0).

298 Toll Free Service Access Codes. CC Docket No. 95-\ 55. Yolice o!Proposed Rufemuking. 10 FCC Red 13692
(1995) (Toll Free NPRM).

299 Toll Free NPRM at 13705.

.lOU Id. The Commission noted that DSMI is currently the primary administrator of the toll free database. In
response to industry concerns, Bellcore established DSMI for the purpose of administering the SMS/800 database
and subcontracted functions requiring access to proprietary customer information to a neutral third party. which at
one time was Lockheed IMS. .
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