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EXECUTIVE SUMMARY

WorldCom recommends that the Commission consider only those numbering

resource optimization measures that address the underlying cause of stranded telephone

numbers - the existing practice of assigning numbering resources to discrete geographic

rate areas. Proposals to establish a so-called "market-based" allocation mechanism

would do little or nothing to address the underlying causes ofNXX code shortages. Nor

has Congress authorized the Commission to establish such a mechanism. WorldCom

recommends that the Commission direct the industry to undertake a thorough analysis of

a proposal to separate rating information from NPA-NXX and thereby permit wider

geographic use of telephone numbers.

The Commission should carefully circumscribe any relaxation of the rules against

service- and technology-specific overlays. If the Commission decides to allow so-called

"transitional overlays" it should limit this form of relief to jeopardy NPAs where the

transitional overlay eliminates the need for jeopardy procedures. Only those wireless

carriers that are preparing to implement local number portability ("LNP") by November

24, 2002 should be eligible to draw NXX codes from the overlay NPA. The overlay code

should transition to an all-services overlay when the Pooling Administrator or a wireline

carrier requires a full NXX code. Mandatory 10-digit dialing should begin either at the

time when the pooling administrator or a wireline carrier requires resources from the

overlay code, or by November 24.2002. whichever is earlier.

The Commission should not adopt broad rules to withhold numbering resources

from related carriers when a sister company fails to comply with mandatory reporting
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requirements. Instead. the Commission should examine all relevant issues in individual

enforcement proceedings before determining that withholding from related carriers is an

appropriate sanction in a particular set of circumstances.

WorldCom does not oppose allowing state commissions password-protected

access to the NANPA database as an enterprise service.

The Commission should allow customers to extend indefinitely number

reservations if the customer pays a non-trivial recurring charge for the number

reservation. Insofar as number reservations may waste numbering resources, such a

policy would deter needless reservations.

Regardless of whether the Commission grants states authority to audit service

providers' use of numbering resources, the Commission should establish rules to prevent

service providers from being subjected to redundant audits. When a carrier's systems

have been audited in anyone jurisdiction, that carrier should not be subject to another

audit for at least 24 months.
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I. Introduction

This Second Further Notice of Proposed Rulemaking requests comment on a

variety of issues that range from the prohibition on service- and technology-specific

overlays to a so-called "market-based" approach for optimizing the use of numbering

resources. In these comments. WorldCom urges the Commission to focus on

optimization measures that might actually address the causes of stranded numbers. The

Commission should disavow once and for all the absurd notion that stranded numbers are

caused by the wasteful practices of individual service providers bent on accumulating

massive inventories of useless telephone numbers. The "shortage" of central office codes

that afflicts many NPAs was not caused bv carrier inefficiencies. The creation of a



"market" to allocate numbering resources 'vvould not address the underlying causes of

those shortages.

The Commission should instead evaluate optimization measures that directly

address the rate center problem. In these comments WorldCom describes one such

possible measure - divorcing rating intelligence from NPA-NXX. We call this potential

optimization measure "transparent numbers," and recommend that the Commission direct

the industry to evaluate thoroughly the costs and benefits of such numbers. We also

recommend that the Commission carefully limit any relaxation of the prohibition against

service- and technology-specific overlays to protect the pro-competitive goals served by

that prohibition.

II. The Commission should place strict limits on the use of transitional overlays.

In the Second Further Notice. the Commission asks a series of questions that

revisit the prohibition against service-specific and technology-specific area code

overlays.l In particular, the questions focus on "transitional overlays." A transitional

overlay is described as a phased-in form of area code relief in which an overlay NPA is

initially introduced only to serve non-LNP-capable carriers. 2 At a later date, the overlay

transitions to an all-services overlay. Mandatory lO-digit dialing does not coincide with

the introduction of the NPA. but instead occurs at some later date.

At the outset WoridCom agrees with the Commission that the anti-competitive,

anti-conservation implications of permanent service- and technology-specific overlays

I ~ 128 et. seq.
2 ~ 130.



are so significant that such forms of area code relief should never be countenanced.3 It is

even difficult to make an argument that a transitional overlay would provide benefits to

competition or efficiency. Nonetheless. the Commission may determine that allowing

state commissions some discretion to implement transitional overlays would, for

whatever reason, make it easier for those bodies to authorize needed relief. Such

discretion must be prudently circumscribed to ensure that consumers and service

providers obtain the benefits provided by competition and numbering optimization.

WorldCom recommends that the Commission place several parameters around the

use of transitional overlays. First. upon implementation of a transitional overlay, all

jeopardy rationing procedures should terminate. If the transitional overlay is insufficient

to eliminate the need for jeopardy procedures, then the state commission must be required

to provide relief for all service providers. Otherwise, some service providers will

inevitably have superior access to numbering resources in violation of the

Communications Act and the Commission's rules.4

The Commission explicitly should not extend previous delegations of authority

for post-relief rationing to transitional overlays. Insofar as it makes any sense to

authorize transitional overlays, such overlays should completely eliminate the need for

rationing and lotteries.

The Commission should underscore its continued opposition to permanent

service- and technology-specific overlays by explicitly prohibiting states from later

seeking to convert a transitional overlay to more permanent status. and then

implementing additional relief in the underlying NPA. Such action would damage

] See. e.g., ~ 129.
~ See. e.g.. 47 USc. § 251(e)(I).
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numbering optimization and competition. It must be clear that transitional overlays are

intended to serve as a bridge to. not a detour around. comprehensive area code relief.

The Commission should not allow non-LNP-capable wireline carriers to draw

NXX codes from transitional overlays. Transitional overlays should be available only for

CMRS providers that are preparing to implement LNP. Otherwise. the overlay is in fact

an all-services overlay that entails mandatory la-digit dialing.

The Commission's rules should require that if a transitional overlay is ordered to

span multiple NPAs, then it is understood that ultimately all of those NPAs will be

relieved by that overlay. The Commission should prohibit state commissions from later

adopting different relief for one or more of the original NPAs. The Commission should

keep in mind that although CMRS providers will be pooling-capable by November 24,

2002, technical problems will continue to prevent wireline providers from being able to

port/pool wireless numbers. Thus, a transitional overlay will risk the needless stranding

of numbers unless that overlay is ultimately available to all service providers throughout

the entire geographic area that it covers.

Transitional overlays should be allowed only in jeopardy NPAs that have

implemented thousands block pooling, where the transitional overlay will eliminate the

need for jeopardy procedures. There is no need to adopt an arbitrary trigger for the

transition to an all-services overlay. Instead. the Commission should simply require that

the Pooling Administrator and service providers have unrestricted access to NXX codes

for pool replenishment. LRN establishment. or to serve the needs of large customers.

When the original NPA no longer has sufficient resources for these purposes. the

transition must occur.
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There must be a deadline for the beginning of mandatory la-digit dialing. A

deadline will mitigate the anti-competitive effects of relaxing this important rule.

WoridCom recommends that the Commission adopt the earlier of the date when the code

transitions to an all-services overlay, or November 24,2002.

At some point in time. an LNP-capable carrier may require an entire NXX (e.g.,

to establish its LRN or serve a large customer) despite the fact that no NXXs remain in

the original NPA. The Commission should not allow states to prohibit such carriers from

drawing an NXX from the overlay code. Instead, the Commission should require that

such a need trigger the transition to an all-services overlay with mandatory la-digit

dialing.

The Commission should not allow the use of transitional overlays other than for

non-LNP-capable carriers as described above. Nor should the Commission allow the

establishment of longer-term overlays for particular services such as unified messaging.

Such service-specific NPAs are more likely to strand numbers than to improve the

efficiency with which numbers are utilized. The Commission should instead investigate

whether such services can in fact improve the utilization of traditional NPAs by using

numbers that might otherwise be stranded. Seen in the most favorable light, service- and

technology-specific overlays. including transitional overlays, are second-best forms of

relief. Ordinary geographic splits and all-services overlays will in almost every instance

provide demonstrably more effective. pro-competitive relief.

III. Transparent numbers may provide a cost-effective solution to the rate center
problem.
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For several reasons. it is important to decide at the earliest possible date how

NANP expansion should occur. But it may also be useful to defer such expansion for as

long as possible. Deferral of expansion makes it less costly in two ways. First deferral

of any expense decreases the net present value of the associated costs. Second, delay of

NANP expansion decreases the cost of that expansion whenever it occurs by allowing as

part of ordinary network upgrades the deployment of equipment and software compatible

with the expanded NANP. Thus. a prompt decision on the manner in which NANP

expansion should occur combined with the cost-effective deferral ofNANP expansion

will minimize the costs of changes required to accommodate longer end-user network

addresses.

As should be apparent to all observers, the primary cause of stranded telephone

numbers is the association between rate areas and NXX codes, along with the importance

of rating information for toll services and inter-carrier compensation. Each wireline

carrier requires at least one code or block for every rate area in which it offers service,

regardless of the actual demand for its services within those rate areas. The disparity

between the minimum assignment and actual demand strands individual telephone

numbers.

We use the term ··transparent'" to describe numbers that have no rating or routing

intelligence. It is analogous to the LNP environment in which the NPA-NXX of a

telephone number no longer can be relied on to identify its serving switch within the rate

area. With transparent numbers. separate signaling information would carry rate area

intelligence. just as it is required today to indicate the serving office for a ported number.
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The use of transparent numbers would not impact the rate area paradigm. The

transparent number simply changes the source of the associated rate area infonnation.

The network capabilities required to support transparent numbers are described by

the tenn "geographic number portability." However, geographic number portability was

conceived to allow a customer to keep his or her telephone number when changing

service providers and moving beyond the rate area associated with that number. We use

the tenn "transparent numbers" to renect a broader use of geographic number portability

technology, to include its use for telephone numbers available for assignment.

Because a transparent number has no geographic significance, stranded numbers

can be used in rate areas where they are needed instead of being tied to the rate area

associated with their NPA-NXX. This would pennit improved number utilization and

consequently defer NANP exhaust. Thus, transparent numbers could achieve the

conservation benefits of rate center consolidation while avoiding the need for revenue

adjustments. The transparent number approach recovers stranded numbers left untouched

by thousands block pooling or even ITN porting/pooling.

The use of transparent numbers solves another problem unrelated to number

conservation - it enables unfettered porting from mobile networks to landline networks.

Because the wireless industry does not require NPA-NXX rate area associations based on

their customers" residence or business locations. it is likely that a wireless customer

seeking to port to a landline network provider would often have a telephone number with

the "\,VTong" rate area. That is. the NPA-NXX of the customer's telephone number often

would not correspond to the rate area in which the customer's landline service would be
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located. With transparent numbers. this issue disappears. Thus. transparent numbers

would create reciprocity to porting between wireless and landline networks.

The transparent number approach \vould have numerous impacts. Network and

OSS architectures would be affected. A new data field to indicate a telephone number's

rate area would have to be added to NPAC and related LNP database systems' ported

number records. to inter-office common channel signaling protocol, and to billing records

created during call processing. Changes to switch design would be needed to enable use

of the new rate area indicator field for call typing (local/toll route selection) and for

deciding whether to route based on eIe versus based on dialed number (or LRN), as well

as changes in call processing to do LNP database queries sooner and to interact with the

expanded signaling protocol. Service providers' ass would also require changes since

billing logic would look for rate area information in a new field and, if not already

implemented, so non-native numbers could be placed in a switch's inventory of numbers

available for assignment. Administrative costs would be incurred for new switch

translations, added service order entries, etc., because a telephone number's NPA-NXX

would no longer be a reliable indicator of its rate area association.

The introduction of transparent numbers would have at least two favorable

customer impacts. One. of course. is the delay in having to deal with an expanded

NANP. And the other is gaining the ability to move beyond one's current rate area

without having to obtain cumbersome loop extension or call forwarding arrangements.

The loss of geographical significance might be viewed as a disadvantage by some

customers. however.
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Before a cost-benetit analysis can be completed. there should be some agreement

on how the transparent number/geographic number portability technology would work

and when the NANP is likely to exhaust with implementation of thousands block pooling.

Technical requirements work for transparent numbers would involve network

(switch/signaling/SCP) requirements work in ATIS TlS1.6, NPAC requirements work in

the NANC LNPA-WG, and service provider systems (SOAILSMS/SCP/OSS)

requirements work by individual vendors and service providers. The Commission should

direct the industry to undertake a thorough analysis of implementing transparent numbers

to sever the connection between number assignment and call rating and routing. That

analysis should, at a minimum, consider the following questions: When will the NANP

exhaust ifno further conservation methods are introduced? When will the NANP exhaust

if only transparent numbers are introduced? What will it cost to introduce transparent

numbers?

IV, The Commission should not establish broad rules to withhold numbering
resources from related companies.

While there may be circumstances in which it is appropriate to withhold

numbering resources from parent or sister companies when a subsidiary is subject to

withholding for failure to comply with mandatory reporting requirements, there are

undoubtedly other circumstances where withholding would be inappropriate. The

determination to withhold from related carriers is likely to be highly fact-specific. In

many cases. it is simply impossible to determine in advance whether withholding from a

related carrier is appropriate. Accordingly, the Commission should not establish rules to

require mandatory withholding for related carriers. It should instead address this problem
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in the context of individual enforcement proceedings. The Commission may wish to

establish certain guidelines to govern such proceedings.

First only carriers operating within the same state as the offending carrier should

be affected. It makes little sense to withhold numbering resources in a state for which all

corporate subsidiaries have complied with the Commission's rules because one

subsidiary is out of compliance for another state. Such a rule would myopically harm

consumers in the state where no violation has occurred by denying them their choice of

service providers.

Second. the Commission must be sensitive to a number of circumstances that

would make withholding an inappropriate sanction. For example, it may take some time

to integrate the operations of a recently acquired subsidiary. In such circumstances the

Commission should allow related companies sufficient time to remedy any deficiencies

in the ass of the recent acquisition before adopting so severe a sanction as withholding

numbering resources. This example demonstrates that the inquiry to determine whether

withholding may be appropriate. is highly fact-specific.

V. State commission access to information.

WorldCom does not. in principle. oppose allowing states password-protected

access to information in the NANPA's database. This should be treated as an enterprise

service if the NANPA incurs additional costs to provide such access. Should the FCC

decide to provide states \vi th password-protected access to the data received by NANPA.

the process must guarantee the confidentiality of company specific data.
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VI. Fees for reserved numbers.

WorldCom supports allowing unlimited number reservations for customers

willing to pay a non-triviaL recurring charge to their service provider for the reservation.

Such charges will deter needless, or even fraudulent number reservations. The self­

interest of end users in minimizing their costs will ensure that only bona fide reservations

are maintained. Charging fees to carriers would be administratively burdensome and

would undoubtedly result in fees to end users anyway. So the Commission should

eschew this option and instead simply set a floor for the level of the necessary recurring

charge. If a customer is willing to pay a non-trivial recurring charge indefinitely, there is

no reason to place a time limit on number reservations. Given the requirement to meet

the utilization threshold for growth resources, the service provider already has an

incentive to avoid inefficient number reservations.

VII. Enforcement and audits.

If the Commission decides to grant state commissions independent authority to

conduct audits, it should also establish rules to prevent carriers from being subjected to

needlessly redundant audits. The audit should examine a carrier's systems to determine

whether those systems ensure compliance with the Commission' s rules. When a carrier' s

systems have been found satisfactory. that carrier should not be subject to additional

audits by federal or state auditors for a minimum period of 24 months. WorldCom has

implemented nationwide numbering policies and systems. An audit in anyone state can

suffice to determine \vhether or not those systems are in compliance with the

Commission's rules.
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VIII. The Commission lacks the authority to adopt a "market-based" allocation
mechanism.

The Commission' s misguided suggestion that there may be a "market-based"

solution to the shortage of central office codes that afflicts some NPAs, founders on the

complete absence of Commission authority to adopt such a system. The

Communications Act requires the Commission, inter alia, to ensure that telephone

numbers are made available on an equitable basis. 5 Since some service providers already

hold substantial number inventories. the Commission cannot auction new numbering

resources in compliance with this statutory requirement. It cannot be equitable to force

one group of service providers to purchase something that another group received for

free.

For the same reason. the Commission cannot establish a secondary market for

numbering resources. Such a market would inevitably enrich one group of carriers, those

that already have numbers, at the expense of another group. There would be nothing

equitable about such an arrangement.

Nor can the Commission cure these defects by seeking to charge service providers

for numbers which they have previously received. Since such numbers have already been

assigned. they cannot be auctioned. Instead. their price would have to be established by

some administrative mechanism. The Commission has already recognized the defects of

such mechanisms. Moreover. the service provider holding the numbers would have little

choice but to pay whatever price was established, since to do otherwise would entail

depriving customers of in-service telephone numbers. This absence of choice is

5.+7 usc. § 25I(e)( 1).
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inconsistent \vith the idea of a market. Since service providers seeking to purchase new

resources could decline to pay an exorbitant price for numbers. while a carrier with an

existing inventory could not, such a mechanism would violate the statutory requirement

that numbers be made available on an equitable basis.

Finally, the Commission cannot adopt an auction mechanism for numbering

resources without explicit statutory authority. Such a mechanism would be a radical

departure from long-standing practices that only Congress can authorize. Indeed, where

Congress intended to give the Commission the authority to conduct auctions, it did so

explicitly. It is absurd to think that with respect to numbering resources, Congress did so

sub silentio.

The suggestion that the Commission and state commissions might conspire to

ration NPA and NXX codes so as to achieve a pre-determined NANP life is ludicrous.

The other NANP member countries would undoubtedly object to any suggestion that the

life of the NANP could be determined thus. Moreover, long-term rationing would plainly

violate the statutory requirement that numbers be made available in an equitable manner.

Insofar as such rationing would raise an entry barrier for new service providers. it would

also conflict with a host of statutory provisions that seek to open local

telecommunications markets to competition.

IX. A "market-based" allocation mechanism would not address the underlying
causes of stranded telephone numbers.

The fundamental problem with the Commission' s proposal to establish a market-

based allocation mechanism for numbering resources is that no such mechanism would

address the real cause ofNXX code shortages. The Commission has recognized that
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"one of the major contributing factors to numbering resource exhaust is the existence of

multiple rate centers in each NPA and the demand by most carriers to have numbering

resources in each rate center in which they operate."o Indeed. there is much evidence that

the current system of tying NXX codes to a multitude of rate centers is the primary cause

of stranded telephone numbers.

At the same time. the Commission has also stated "that the lack of efficiency in

carrier utilization of numbers may be in part due to the failure of existing allocation rules

to recognize the economic value of numbers ... and that efficient utilization will be better

achieved if carriers pay a fee for numbering resources that is closely related to the supply

and demand for numbers in a specific market."7 Thus, the Commission proposes

charging for numbers "to provide incentives for carriers to take and retain only as many

numbers as they need, in the short run, to provide service to their customers."g The

Commission has sought comment on all sorts of detailed implementation issues involving

primary and secondary markets associated with a market-based allocation system.

But, in so doing, the Commission is putting the cart before the horse. The

primary cause of number exhaust is the current rate center system. which imposes on all

carriers the needfor an unnecessarily and inefficiently large amount ofnumbers. It is

not individual carriers, in the absence of a pricing mechanism, inefficiently taking and

retaining many more numbers than they need. The Commission fails to explore how the

root cause of the stranded number problem - the current rate center system that forces

each local exchange carrier to obtain separate blocks of numbers for each rate center in

~ 144.

~~ 161-162.
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which it does business - would be improved by a charge for numbers. 9 As WorldCom

already has explained in this proceeding,

Unless the market mechanism established for the use of numbering
resources creates a nexus between revenues derived from maintaining a
large number of rate centers and the cost of practices that result in an
inefficient use of numbers, the Commission's objective in proposing the
establishment of a market for numbering resources may not be realized. It
is not clear that simply charging for the use of numbers would create such
a nexus. 10

Moreover, even if a pricing mechanism could indirectly create incentives for all carriers

to address the rate center issue in a manner that increased efficient number usage, how

quickly could it do so and are there faster and more direct ways to address the problem?

Indeed, given the deployment of new technologies and various market trends that reduce

both the technical need for multiple rate centers and the incentive to maintain multiple

rate centers - e.g., local number portability, telecommunications costs becoming less and

less distance sensitive, the trend toward service offerings consisting of bundles of local

and long distance telecommunications services as well as non-telecommunications

services available at a single rate for a fixed blocks of minutes or bandwidth - is it

possible that the industry, with some impetus from the Commission and its state

counterparts. might be willing and able to address the rate center issue before a pricing

mechanism would have any impact? These are important questions that must be

addressed up-front because implementing a pricing mechanism for numbers will be both

8, 161.

9 There may be a good public policy reason to charge for numbers other than to more efficiently allocate
resources. For example, charging for numbers might be an efficient and competitively neutral way to fund
the federal universal service subsidy.

10 In the Matter a/Numbering Resource Optimization. Further Notice of Proposed Rulemaking (reI. March
31.2000), Comments of WorldCom. Inc. (filed May 19.2000) ("WorldCom Comments") at 8.
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difficult and costly. There already is significant evidence describing the daunting

difficulties associated with implementing a pricing mechanism. particularly the core

difficulty that with local number portability any carrier that pays for a number would lose

that number if its customer migrated to another carrier. 11 The lack of permanence would

make it difficult for carriers to place a value upon the number resource. There also is

substantial record evidence about how difficult it would be to implement a pricing

mechanism that would be competitively neutral, especially in light of the requirements

imposed on small carriers to obtain blocks of numbers in all rate centers in which they

intend to provide service. 12

WorldCom already has described the limited impact that a pricing mechanism is

likely to have with respect to more efficient number utilization. 13 As WorldCom

explained:

... a primary objective of the mechanism should be to provide incentives
to reduce the inefficiencies resulting from the needless maintenance of rate
centers with small numbers of lines.

As the cost of transport has declined in recent years, the incumbent LECs
have been consolidating central office switches. replacing switches in
smaller communities with remote switch modules, and serving larger and
larger areas with a single central office switch. While this has eliminated
the need for separate NXX codes in many communities to perform the
routing function of the NXX code. separate NXX codes nevertheless have
been preserved in order to maintain the rating function of the NXX code.
IfNXX codes had been consolidated at the same time that central office
switches were consolidated. a significant source of inefficiency in the use
of numbering resources would have been eliminated. The incumbent
LECs, however, had little incentive to conserve numbers and every
incentive to maintain the separate rate centers. Even though the distance­
sensitivity of telecommunications costs has become largely a fiction, the

11 WorldCom Comments at 5-8.

12 WorldCom Comments at 8-12 and 17-18.

13 WorldCom Comments at 13-17.
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combination of two rate centers into one would. in many cases, convert
what had been a toll call into a local calL thus threatening the revenues of
the incumbent LEC.'~

The Commission therefore should step back and ask the fundamental public

policy questions that require answers before embarking on the detailed implementation of

a pricing mechanism for numbers. Would such a pricing mechanism affect rate center

issues in a timely fashion? There is no evidence that it would. At the same time, are

there technological and market forces already at work that are likely to change the

incentives of all parties to reach a mutually beneficial solution? This latter question must

be broached with the proper time horizon. After all, it would take a significant amount of

time, surely to be reckoned in years not months, to implement a pricing mechanism for

numbers, and therefore it is appropriate to contemplate how these market trends will

affect the need to maintain multiple rate centers several years in the future. Is it likely

that three years from now Internet telephony will have revolutionized how services are

offered and rates set? Indeed, will Internet telephony change demand for telephone

numbers sufficiently to confound any prediction made today?

The so-called "market-based" allocation schemes suggested by the Commission

would do little to address the underlying causes of stranded telephone numbers. Such

schemes might address carrier inefficiencies, but not the rate center structure itself. The

Commission must focus on optimization measures that actually address the causes of

stranded numbers.

!~ WoridCom Comments at 14, footnotes omitted, emphasis in original.
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