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September 16, 1998

Ms. Magalie Roman Salas
Secretary
Federal Communications Commission
1919 M Street. NW
Room 222
Washington, DC 20554

-
Re: CCB/CPD 97-30. CC 96-98 - Reciprocal Compensation

Dear Ms. Salas:

Please enter the attached letter to Chairman William Kennard into the record for the above
referenced proceeding.

In accordance with Section 1. 1206(a)(l ) of the Commission's rules. an original and one copy of
this notice are being submitted to the Secretary

Sincerely.

21iAU ')v~~v(c
Tracey M. Jaux
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September 16, 1998

RECEIVED

SEP 161991

The Honorable William E. Kennard
Chairman
Federal Communications Commission
1919 M Street, N.W., Room 814
Washington, D.C. 20554

Dear Mr. Chairman:

Re: Reciprocal Compensation for Internet-Bound Calls

The August 26, 1998 letter to you from Cox incorrectly asserts that Bell Atlantic "did not
object" to the fact that Cox planned to treat calls handed off to Internet service providers as
local under its interconnection agreement in Virginia. The opposite is true.

Bell Atlantic repeatedly and consistently has objected during negotiations with other
carriers to the treatment of Internet-bound calls as "local" calls that are subject to the payment
of reciprocal compensation. lbis includes negotiations with Cox. As the attached affidavit
makes clear, not only did Bell Atlantic never agree that Internet traffic qualified as local under
its agreement with Cox, but it specifically objected during the negotiations to Cox's argument
that calls to an ISP were local traffic.

Nor did the Virginia Commission conclude otherwise. While it did rule that traffic to an
ISP was local, it made this ruling not on the basis ofcontract analysis but on the basis of its
analysis that the calls from a customer to the Internet were made by dialing seven digits, that
calls terminated at the ISP, and that "any transmission beyond that point presents a new
consideration of service(s) involved." (A copy of the opinion is attached).

To the extent Cox points to statements from the arbitration proceedings in Virginia as
suggesting that Bell Atlantic agreed that Internet calls were subject to reciprocal
compensation, it misses the point. The issue in that litigation was whether the Virginia
Commission should adopt a "bill and keep" form of compensation. Cox asserted that bill and
keep was a fair method ofcompensation, because traffic between other carriers and Bell
Atlantic would be in balance. In contrast, Bell Atlantic opposed bill and keep on the grounds
that it would create incentives for other carriers to sign up customers with one-way traffic
flows, and cited examples of customers whose traffic flowed only in one direction to make the
point that such entities exist. But the issue of whether particular types of traffic qualified as



local or interexchange, or the policy implications of treating it as one or the other, was not
addressed.

In any event, the important point, both then and now, is that competing carriers will game
the compensation system where possible to extract the maximwn payments possible. As a
result of state orders misclassifying this traffic. based largely on mistaken interpretations of the
FCCs previous decisions, that gaming is in full swing as competing carriers take advantage of
the error to siphon off hundreds of millions ofdollars from Bell Atlantic and other incumbent
earners.

The FCC should stop this practice and restore economic rationality by promptly
confirming that Internet-bound traffic is interstate and interexchange in nature, and that the
FCC's previous orders adopting the so-called enhanced service provider exemption did
nothing to change that fact.

Respectfully submitted,

8J~ f7jku; [IT
Edward D. Young III ("''''~

Encl.



COl\oiMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

Petition of

COX VIRGINIA TELCOM, INC.,

v. Case No. PUC970069

BELL ATLANTIC-VIRGINIA, INC.,

AlFIDAVlT OF JEFFREY A. MASONER

Jeffrey A. Masoner, being duly sworn, deposes and says:

1. I am Vice President. Bell Atlantic Telecom Industry

Services, in Bell Atlantic Network Services, Inc. ("Bell Atlantic"). I make this

Affidavit in opposition to the Petition of Cox Virginia Telecom, Inc. ("Cox") for

Enforcement of Interconnection Agreement and Arbitration Award for Reciprocal

Compensation for the Termination of Local Calls to Internet Service Providers.

2. I participated on behalf of Bell Atlantic-Virginia. Inc. in

interconnection negotiations with Cox both before and after the arbitration

proceeding before the Virginia State Corporation Commission ("CommissionIt) ,

Case No. PUC960104. In particular, I participated in a negotiation conference call

between the parties that occurred on January 30. 1997 - before the interconnection

agreement was e.xecuv:d on February 12, 1997.



3. I have read the June la, 1997 affidavit of Wes Neal.

Marketing Director of Cox.

4. Paragraphs 4 and S of the Neal affidavit accurately state

Cox's and Bell Atlantic I s position with regard to bill and keep in the

interconnection negotiations and in the arbitration before the Commission.

S. During the January 30, 1997 conference call. Cox stated that

- . by the end of 1997. Cox would need several hundred trunks coming from BeU

Atlantic, and that very few tnlnks would be needed for traffic flowing from Cox to

Bell Atlantic.

6. In that conference call. Cox explamed that the disparity in

forecasted traffic was due largely to their plan to connect to Internet service

providers to band off Internet traffic from Bell Atlantic end users. In response, I

explained Bell Atlantic's position that, despite interpretations of the FCC's rules

exempting ISPs from access charges, that Bell Atlantic does not believe that traffic

to an ISP is local traffic and that it would reserve the right to challenge any such

application. I explained that Bell Atlantic believes that ISP tra.ffic is a form of

interstate access traffic.

7. Thus. contrary to Mr. Neal's statement, Bell Atlantic ctearly

did indicate to Cox on 1anuary 30, 1997, the date when Cox raised this issue with

2



Bell Atlantic, that Bell Atlantic considered traffic to Internet service providers not

to be loea1traffic for purposes of reciprocal cOMpensation under the agreement.

August f!. 1997

CITY OR COUNTY OF #J(Lt#§7lJJ.]

COMMONWEALTH OF VIRGINIA
55:

Subscribed and sworn to before me this ~'1 day of August, 1997

[~~z/~
Notary

My Commission Expires: ~&
»
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PETITION OF

COX VIRGINIA TELCOM. Inc.

For enforcement of incerconn~ion

agreement with Bell Aclancic­
Virginia, Inc. and arbitration award
£0%' recipro<:al cOlllpet1Sation for the
termination of local calls to
Internet service providers

FIlIAL ORDER

CASE NO. P'OC970069

on June 13. 1997, Cox Virginia Telcom. Inc. (-Cox·) filed a

petition for enforcement of its interconnection agreement with

Bell Atlantic-Virginia, I~c. (-BA-VA") and fo~ an arbitra~ion

award for reciprocal compensation for the termiDation of local

calls to Internet. service providers. Cox requested t.hat: the

Commission enter an order declaring tha~ local calls to In~ernet

service providers (-ISPs·) consti~ute local traffic under the

terlnS of its ag1:'eement and that. Cox and SA-VA are entit.led to

reciprocal compensa~ion for the completion of this type of call.

By Order of August 14, 1991, the Commission directed t.hat:. a

response frolll SA-VA be filed On or before August 29, 1.997. ar..d

~r..a.~ a reply be filed by Cox on or before Septe1Dber 15, 1.997.



Ineerest:.ed parti~s w~e a.lso allowed co submie ~es by

sept-ember 1.5, 1"7. I.n addit: ion co cox, replies were filed by

TCG Virginia, Inc., B'yperi~ 1'elecol!mmi Cac.ioDS of Virginia,

Inc., AT~T ComIIIWlicacioI1s of virginia, Inc., CFW Network, Inc.,

RaB Neework, Inc., MCImet.ro Access Tra.r.:1s1ztission Services of

Virginia, Inc., MFS Ineelenet: of Virginia, Inc., WinSear Wireless

of Virginia, Inc., and Sprint Communications L.P.

Having considered c.he response of BA-W-. and the replies, the

COIIIIlission finds chat calls to ISP9 as described in. che Cox

petition constitute local traffic under the terms of the

agreement: between Cox and BA-VA and chat t:.he COIIpalli es are

entitled co reciprocal co~sacion for the termination of chis

type of call.

Calls t.hat are placed t.o a local IS? are diaJ.ed by using the

cradit:.ional local-service, seven-digit. dialing sequence. Local

service provides the termination of such calls ac the ISP, and

any tra.runnission beyond chat point presents a new consideration

of service(s) involyed. The presence of CLECs does noe alter ehe

na:ure of this ~ra£fic.

Accordingly, IT IS 'I'HEREFORE ORDERED that:

(1) The Cox petit:ion is granted.
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{2} The term.i.nation of local calls to ISPs are subject t.o

t:he compensat:ion 'terms of Cox and BA-VA' s interconnection

a.greement.

(3) This matter is diS1lLissed and the pa~s filed h.erein

shall be placed in the file ~or ended causes.

AN A'ITESTED COPY hereof shall be sent by the Clerk of the

Commission to: Yaron Dori, Esquire, Mincz, Levin, Cohn, Perris,

GlovsKy and Popeo, P.C., 701 Pennsylvania Avenue, N.W.,

Washing~on, D_C. 20004; Carolyn Corona, I.bJal Assistant, 'I"CG of

Virginia, Inc., 2 Lafayette Centre, Suit:e 400,1133 21st Street,

N _W., Washington, D. C . 20036 i Douglas G. Bonner, Bsquire,

Hyperion Telecommunications of Virginia, Inc., Swidler • Berlin,

3000 K Street, R.W., SUite 300, Washington, D.C. 20007-5116;

Wilma R. McCarey, Esquire, AT&T Comznunica-cions of Vi.rginia, Inc.,

Room 3-D, 3033 Chain Bridge Road,.Oakton, Virginia 22185; Sarah

Ropkins Finley, 2squire, MCImetro Access Transmission services of

Virginia, Inc., Williams, Mullen, Christ.ian &. Dobbins, P.o. Box

1320, Richmond, Virginia 23218-1320; Michael w. Fleming, Esquire,

CFW Network, Inc., R&B Ne~worK, Inc., and MFS In~elenet of

Virginia, Inc., Swidler _ Berlin, 3000 K S~reet, N.W.,

Washingt.on, D.C. 20007-Sl16; Mor~on J. Posner, Esquire, WinStar

Wireless of Virginia, Inc., Svidler and Berlin, 3000 K Street,
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N.W., Sui~e 300, Mashingtoo. O_C. 20007-5116; Ja.es B. wright,

2squire, Sprint Mid Aelan~ic Teleco~, 14111 capieal Boulevard,

Wake Fores~, North Carolina 27587-5900; Warner F. Brundage, Jr.,

Esquire, Bell ~lantic-Virginia, Inc., 600 East Main Street. P.O.

Box 27242, Richmond, Virgi~ia 23261; Alexander F. Skirpan,

Esquire, Christ:iarl. & Barton, L.L.P., 909 East Main Street, Suite

1200, Richarond, V1.rginia 23219; Thomas B. Nicholson, S4!n.ior

Assistant Attorney General t Division of Consumer CotmSel-;- 900

East Main Street, Second Floor, Richmond, Virgi.nia 232~9; and t.he

Commission's Division of CQamln;cations and Office of General

Counsel.
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