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COMMENTS OF AT&T INC. 
  

 AT&T Inc., on behalf of its affiliates, (“AT&T”) submits the following comments in 

response to the recent Public Notice requesting comments on telecommunications regulations 

administered by the International Bureau for consideration in the Commission’s 2008 Biennial 

Review.1 

Pursuant to Section 11 of the Telecommunications Act of 1996 (“the Act”), the 

Commission is required to undertake a comprehensive review of its regulations and is required to 

take action to eliminate any outdated regulations that are no longer necessary in the public 

interest due to increased competition.2  The U.S. and global international telecommunications 

markets have seen major pro-competitive changes in recent years, with rapid technological 

change, global market liberalization as the result of the WTO Basic Telecommunications 

Agreement, the privatization of many former government owned incumbent carriers, widespread 

new entry, huge reductions in termination rates and retail and wholesale prices, and massive 

increases in international traffic volumes.  These greatly changed market circumstances require 

                                                           
1 Public Notice, The Commission Seeks Public Comment in the 2008 Biennial review of 
Telecommunications Regulations, FCC 08-201, rel. Sept. 4, 2008. 
2 47 U.S.C.A. § 161. 
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the Commission further to align its international rules with the highly competitive U.S. 

international marketplace by removing the International Settlements Policy from the few 

remaining U.S. international routes on which this policy still applies, and streamlining 

burdensome international reporting requirements, including removing the quarterly traffic 

reports required by Rule 43.61(b).   

I. THE COMMISSION SHOULD REMOVE THE ISP ON ALL INTERNATIONAL 
ROUTES TO ENCOURAGE LOWER RATES AND MORE FLEXIBLE AND 
INNOVATIVE ARRANGEMENTS         

 
 In response to the rapid growth of competition in the international market in recent years, 

the Commission has drastically reduced its regulation of U.S. carrier traffic termination 

arrangements with foreign carriers under the ISP in order to encourage more flexible 

arrangements and lower rates.3  As the result of these deregulatory policies, 165 U.S. 

international routes, accounting for more than 98 percent of U.S.-outbound traffic, are now ISP-

exempt.  U.S. carriers have negotiated market-based commercial traffic termination 

arrangements on these routes that have reduced U.S. termination rates far below the 

Commission’s settlement rate benchmarks, with U.S. carriers’ average world-wide termination 

                                                           
3 The requirements of the ISP that U.S. carriers must be offered the same accounting rate, receive a 
proportionate share of return (i.e., U.S.-inbound) traffic, and maintain symmetrical rates for outbound and 
inbound traffic on each route often impede the negotiation of lower termination rates.  The Commission 
noted in 2004 that the ISP “is not structured to provide an incentive to foreign carriers to lower rates to 
cost-based levels,” and “may in reality hinder the ability of U.S. carriers to negotiate more cost-based 
settlement rates and efficient terms in their agreements with foreign carriers.”  International Settlements 
Policy Reform, First Report and Order, 19 FCC Rcd. 5709, ¶¶ 13, 34 (2004) (“ISP Reform Order”). 
Similarly, the Commission has explained that, under the ISP requirement that negotiated rates are 
available to all other carriers, “the negotiating carrier has a reduced incentive to negotiate aggressively,” 
because “[n]o matter how aggressively a carrier negotiates, it will be unable to achieve a cost advantage 
vis-à-vis its competitors under the ISP.” 1998 Biennial Regulatory Review, Reform of the International 
Settlements Policy and Associated Filing Requirements, Report and Order and Order on Reconsideration, 
14 FCC Rcd. 7963, ¶ 24 (1999).     
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rates falling to 5.7 cents in 2006.4  In light of continued pro-competitive developments in the 

global telecommunications market and the availability of other less burdensome competitive 

safeguards, the continued application of the ISP to the small remaining number of routes subject 

to the ISP – accounting for less than 2 percent of total U.S.-outbound international traffic – is no 

longer necessary to protect the U.S. market against competitive harm.  Indeed, retention of the 

ISP now hinders efforts to negotiate lower rates on the routes that are still subject to this 

regulation.  The Commission should therefore now determine that the continuation of the ISP is 

no longer necessary in the public interest as the result of the growth of competition and should 

allow market-based termination arrangements on all routes. 

1. Increasing Global Competition Supports The Removal of the ISP From Remaining 
International Routes To Encourage The Negotiation of Lower Termination Rates  

 
  The U.S. industry’s additional experience with commercial international traffic 

arrangements since the Commission greatly expanded the number of international routes 

exempted from the ISP in 2004 demonstrates the benefits of these arrangements in allowing the 

negotiation of lower rates and more efficient arrangements on both liberalized and non-

liberalized routes.  U.S. carriers’ average world-wide termination rates fell by more than 20 

percent from 7.3 cents in 2004 to 5.7 cents in 2006, which is more than 60 per cent below the 

lowest benchmark rate of 15 cents.5   

 Continued pro-competitive developments in the global telecommunications market now 

require further deregulation in order to encourage the negotiation of lower termination rates.  

The Commission deregulated benchmark compliant routes in 2004 in light of data showing, 

                                                           
4 See FCC 2006 43.61 Report, Table A1.   
5 See FCC 2004 & 2006 43.61 Reports, Table A1.   



 4

among other things, thirty-eight countries had some competition in their international 

telecommunications services markets in 2002.6  According to TeleGeography, “[b]y 2006, more 

than 89 countries, accounting for 94 percent of the world’s international traffic, had liberalized 

their international long distance markets.”7  These pro-competitive pressures, which are now 

being felt at least to some extent on virtually all U.S. international routes, now support the 

removal of the ISP from the few remaining international routes where this policy still applies – a 

step that is also necessary to encourage lower termination rates on these routes.   

 While it has long been recognized that the ISP frequently impedes the negotiation of 

lower rates, the requirements of the ISP obstruct U.S. carrier rate negotiations to an even greater 

extent when most U.S. international routes are ISP-exempt.  In the largely deregulated world in 

which U.S. carriers now compete, with low-priced third country routing arrangements widely 

available to all international carriers, rate reductions are now much more likely to result from the 

removal of the ISP on a route than from the continuation of this regulation on the relatively few 

routes where it still applies.   

 Foreign carriers on ISP routes have little or no incentive to agree to pay symmetrical 

rates to U.S. carriers for their U.S.-bound traffic in compliance with the ISP when they readily 

may send that traffic to the U.S. at much lower market rates through traffic re-origination 

arrangements offered by third country foreign carriers on ISP-exempt routes between the U.S. 

and third countries.  The retention of the ISP on a small number of routes thus imposes 

significant difficulties on the negotiation of lower rates on those routes.   

                                                           
6 Id., ¶ 21 (citing data from TeleGeography 2004).   
7 TeleGeography Research, Global Traffic Statistics and Commentary (2007), at 2. 



 5

While the Commission retained the ISP on non-benchmark compliant routes in 2004 

because of the higher rates and more limited development of market forces on these routes, the 

burdens resulting from the retention of the ISP now far outweigh the benefits of this policy.  

Accordingly, because of the further growth of competition, and the greater difficulty of 

negotiating lower rates on ISP routes in today’s global market, compliance with benchmark rates 

should no longer be required on any route before removing the ISP. 

2. Competitive Concerns Are Fully Addressed By the Commission’s Competitive 
Safeguards            

 
 The protection of the U.S. market against competitive harm, which was the original 

purpose of the ISP, does not require the retention of this regulation.  The prevention of 

anticompetitive conduct by foreign carriers is addressed in a more targeted manner on ISP-

exempt routes by the Commission’s competitive safeguards procedures that were established 

specifically to protect the U.S. market after the removal of the ISP.  As the Commission has 

found, the safeguard procedures “effectively achieve the same purposes of the ISP to prevent 

anticompetitive harm without also broadly prohibiting the benefits of more flexible agreements 

to U.S. competition and U.S. customers.”8  Further protection is provided by the Commission’s 

longstanding prohibition on anticompetitive conduct by foreign carriers,9 and the “No Special 

Concessions” rule, which continues to apply to all U.S. carrier arrangements with foreign 

dominant carriers.   

 These well-established rules and policies would continue to prevent the abuse of foreign 

                                                           
8 ISP Reform Order, ¶ 36. 
9 AT&T Corp. Emergency Petition for Settlements Stop Payment Order and Request for Immediate 
Interim Relief, 19 FCC Rcd. 9993, ¶ 18, n.64 (2004) (“The Commission’s policy of protecting the public 
interest from anticompetitive behavior goes back over sixty years.”).  See also id. ¶¶ 22, 31; ISP Reform 
 
                                                                                                             (Footnote continued on next page) 
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market power following the further exemption of international routes from the ISP requested 

here.10  The continued growth of global competition also addresses concerns that the removal of 

the ISP on additional routes would lead to the abuse of foreign market power.   

Accordingly, as the result of increased competition, the burdens resulting from the 

continuation of the ISP now far outweigh the benefits of this regulation, and the Commission 

should remove the ISP from the remaining routes still subject to these requirements. 

II. THE COMMISSION SHOULD STREAMLINE INTERNATIONAL REPORTING 
REQUIREMENTS           

 
The Commission also should quickly proceed with proposed reforms of the international 

reporting procedures to remove out-dated requirements that are no longer necessary in today’s 

competitive marketplace.  The global telecommunications services industry now bears little 

resemblance to the global industry that existed in 1992, when U.S. carriers could terminate 

traffic in virtually all foreign countries only with government-owned monopoly carriers and 

under accounting rate arrangements regulated under the ISP – and when the Section 43.61 

international reporting requirements last underwent substantial revision.11  The extensive annual 

and quarterly international traffic and revenue reports that U.S. carriers continue to file today are 

                                                           
(Footnote continued from previous page) 
 
Order, ¶ 45.   
10 AT&T also notes that no adverse comments were filed in response to the Joint Petition for Rulemaking 
requesting the removal of the ISP on all remaining international routes filed on March 13, 2006 by 
AT&T, Sprint and Verizon.  See Joint Petition for Rulemaking to Further Reform the International 
Settlements Policy, RM-11322 (filed by AT&T Inc., Sprint Nextel Corporation and Verizon on March 13, 
2006).  See Consumer & Governmental Affairs Bureau Reference Information Center Petition for 
Rulemakings filed, Public Notice, Report No. 2764 (rel. March 20, 2006).  
11 Reporting Requirements for U.S. Providers of International Telecommunications Services, IB Docket 
No. 04-112, Notice of Proposed Rulemaking, FCC 04-70, rel. Apr. 12, 2004. ¶ 6 (“The Commission last 
conducted a comprehensive review of the annual traffic and revenue reporting requirements in 1992.”) 
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largely a remnant of that former monopoly era and impose unnecessary burdens on U.S. carriers.   

The Commission and the International Bureau staff have put forward proposals to 

streamline the international reporting requirements (including the annual Section 43.82 circuit 

status data reports) to reflect more closely the largely deregulated, dynamic and intensely 

competitive U.S. and global markets in which U.S. carriers compete today, including elimination 

of quarterly traffic reports and various steps to reduce and simplify the data reported in annual 

reports.12  AT&T and other U.S. carriers have supported these proposals but have also expressed 

concern that the Commission should not adopt proposed new reporting requirements that would 

increase reporting burdens without serving any clear public interest purpose in today’s highly 

competitive international marketplace in which market forces have reduced both costs and prices 

far below former levels.13  AT&T hopes that the Commission will quickly take action consistent 

with these concerns.    

 A significant burden would be removed from U.S. carriers just by the elimination of Rule 

43.61(b), which requires the filing of quarterly traffic reports that serve no discernable purpose now 

that virtually all U.S. international traffic is terminated under commercially-negotiated 

arrangements.  This requirement to report route-specific traffic, revenue and settlements information 

on a quarterly basis was established in 1997 to allow detection of “one-way by-pass.”  Under this 

practice, foreign carriers could raise U.S. outpayments by terminating their U.S.-inbound traffic at 

market rates under ISR arrangements while requiring U.S. carriers to pay high rates for U.S.-

                                                           
12   Id. 
13 As noted above, U.S. carriers’ average world-wide termination rates are now more than 60 per cent 
below the lowest benchmark rate established in 1997. 
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outbound traffic settled under the ISP.14  This safeguard has been both unworkable and unnecessary 

since 2004 when the ISP Reform Order removed the ISP on the large majority of U.S. international 

routes and allowed all traffic on those routes to be terminated under commercially-negotiated 

arrangements.15  Accordingly, the Commission should remove this highly burdensome and now-

superfluous reporting requirement. 

CONCLUSION 

The outdated rules and regulations discussed above are unnecessary in the highly competitive 

telecommunications marketplace that exists today, add unnecessary costs and no longer serve the public 

interest.  AT&T therefore urges the Commission to execute its statutory mandate and utilize this 

Biennial Review proceeding to repeal or modify the above-referenced rules. 

            

      Respectfully submitted, 

      By:  /s/ James J. R. Talbot                                                         
         

James J. R. Talbot     
 Gary L. Phillips     
 Paul K. Mancini 

       
Attorneys for      

 AT&T Inc.      
 1120 20th Street, NW 

Washington, D.C. 20036    
 (202) 457-3048 (phone)    
 (202) 457-3073 (fax) 

 
Dated:  October 6, 2008 
                                                           
14 See International Settlement Rates, 12 FCC Rcd. 19806, ¶¶ 249-253 (1997). 
15  The safeguard measures changes in the “aggregate outbound/inbound ratio of settled traffic on the 
route.”  Id., ¶ 249.  “Settled” traffic means traffic settled under ISP-compliant arrangements.  See id., ¶ 
252.  When all traffic on a route is terminated under non-ISP commercial arrangements, there are neither 
any ISP-based arrangements for foreign carriers to bypass nor any outbound/inbound ratios of traffic 
settled under the ISP to be measured.   


