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Via ECFS

Marlene H. Dortch, Secretary

Federal Communications Commission
445 Twelfth Street, SW

Washington, DC 20554

Re:  Notice of ex parte presentation
Network Enhanced Telecom, LLP
WC Docket No. 06-122

Dear Ms. Dortch:

Today, Network Enhanced Telecom, LLP (“NetworkIP”), represented by Pete Patullo,
Founder and CEO, and the undersigned, met with Lisa Gelb, Vickie Robinson, and Claudia Fox
of the Wireline Competition Bureau, Telecommunications Access Policy Division. The purpose
of the meeting was to discuss universal service contribution issues related to NetworkIP’s
pending appeal of an audit decision of the Universal Service Administrative Company
(“USAC”)." Some of the points we discussed also touch on issues raised in the Wireline
Competition Bureau’s recent Telepacific decision.” The discussion followed the attached slide
deck, which was distributed to the participants during the call.

! Network Enhanced Telecom, LLP, Request for Review of a Decision of the Universal Service Administrator in a
Contributor Appeal, Petition for Stay or Abeyance Pending Commission Review; WC Docket No. 06-122; (filed
June 29, 2009) (“NetworkIP Appeal”). Comment Sought on Network Enhanced Telecom, LLP Request for Review
of a Universal Service Contribution Decision of the Universal Service Administrative Company, WC Docket No. 06-
122, Public Notice, 24 FCC Red 10594 (2009).

* Universal Service Contribution Methodology, Request for Review of a Decision of the Universal Service
Administrator and Emergency Petition for Stay of U.S. Telepacific Corp d/b/a Telepacific Communications, WC
Docket No. 06-122, Order, 25 FCC Red 4652 (WCB 2010). See also Comment Sought on Petition for Clarification
and Reconsideration of the Wireline Contribution Bureau’s Telepacific Order Filed by AT&T Inc., CenturyLink,
SureWest Communications, and Verizon, WC Docket No. 06-122, Public Notice, DA 10-1012 (rel. June 3, 2010).
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Please direct any questions regarding this filing to the undersigned.
Sincerely,

WILKINSON BARKER KNAUER, LLP

By: /s/

L. Charles Keller

Attachment

cc (email): Lisa Gelb
Vickie Robinson
Claudia Fox
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USF Impact to Wholesale Resellers
Briefing

Pete Pattullo
Founder & CEO - NetworklIP

June 29th, 2010
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About NetworkIP

Founded in 1998, NetworklIP is a privately held Texas technology company with 75+
employees, providing a hosted voice and transactions services platform and other services.

It was NetworkIP’s philosophy and mission to solve the inherent control needs of companies
with great marketing vision and distribution relationships in the Prepaid Phone Card
Industry.

Pioneered a virtual switch platform business model that gives carrier customers full control
of their prepaid card product attributes, consumer experience, and billing methodologies,
while at the same time eliminating the distraction of managing the switch operations and
technology needed to support it.

NetworkIP provides its Hosted Services Platform via a GUI interface & a set of robust APIs
that can be accessed from any internet-enabled computer. In today’s terminology,
NetworklP would be called a “Software as a Service” (SaaS) provider — like a “cloud
computing” solution for prepaid card providers.

NetworklP also resells its excess network capacity of Domestic and International Access to
other resellers (“214” carriers)

Currently supports over 100 carrier customers with over a billion end-user accounts,
generatinﬁ a peak of 3 million transactions per day, with utilization of half a billion minutes
per month.

NetworklP.com 2
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Case Study — Reselling to “Reseller Only

e Follow-up on contributions for USAC Audit of 2005-2006, combined with
Telepacific decision, illustrate a significant flaw in current 499 Instructions

 NetworklP performed a root cause analysis on this scenario and uncovered
the following facts:
— NetworklIP sold excess Domestic and International capacity to “214” carriers

— Some of NetworklIP’s 2005-2006 customers were intermediate resellers — true
resellers even though they did not sell services to end users

— NetworklIP claimed this revenue in Block 3 on its original 499-A and its first post-
audit revision. (This revenue was moved to Block 4 in second post-audit revision.)
e Form 499-A instructions create a “catch 22" situation where any downstream
customer who was an Intermediate Reseller and did not have “end-user”
revenues forces the upstream carrier to contribute to USF — even though the
downstream carrier is also required to contribute

NetworklIP.com
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USF Accountability Call Flow (circa 2006)
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Multiple Resellers

The actual Service Provider
should contribute USF and
other fees based on end user
revenues

It should not matter how
many carriers were involved
in the process of delivering
telecommunication services in
determining who should
contribute

Can a carrier who does not
contribute because it does
not have revenues from end
user services get a 499 ID? Be
listed in the FCC database?

to end users ?

(NetworkiP exempt

V

How it should work!

NetworkIP sells
Telecommunication
Services to Resellers

Did
“Reseller”
resell services to
~ otherresellers or is
it the end user ?

“Reseller”
provide services

YES : Other
Reseller

(NetworkiPlexempt

Nitiom USF)“ from USE)RS
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NetworklP’s Scenerio
How USF is being interpreted

NetworklIP has been forced to treat
its intermediate reseller customers,
who did not have end user
revenues, as end users — even if
they are resellers, and even if their
customers are contributors

NetworkIP sells
Telecommunication
Services to Resellers

Root Cause: Any carrier that resells
to a reseller without end user
revenues is penalized and forced to
pay USF, TRS, LNP, etc. per the 499-
A instructions.

Even if their end-user revenue is
small, these resellers aren’t really
“de minimis”

This issue affected NetworklP
revenue of $3.8 M in 2005 and $3.2 (NetworkiP'exempt

M in 2006 (at ~11% contribution = iromiUSE) e
factor)

Inequitable and Discriminatory
Leads to double payment

Did
“Reseller”

_ provide services
. to end users
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USF 499-A “Catch 22"

Report “All Revenue

. . billed to Cust Report Revenue in
e There are no provisions 1495 4 Tolcommuntoations P Slock 4

addressing situations when Aeporing KOrSHect
(214) carriers only resell “
Telecommunications Services
to other reseller carriers and

, Filer sold
don’t have end-user Telecommunication
revenues. Services to Resellers | N
. Instructions require filer who | o
. have 499 id
has a customer, who only N >
resells telecommunication Does
services, to pay USF “Reseller”
e Can areseller who does not p  Provideservices

. ) . to end users ?
contribute because it does

not have revenues from end
user services get a 499 ID? Be

listed on FCC website? Report Revenue in

Block 5, line 511
(Exempt fromiTRS; LNP.
etc..)

Report Revenue

in Block 3
(ExemptifromiUSE)
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What are next steps:

1) The problem for intermediate carriers must be fixed.
The current system:

a) Creates the “double payment problem” that the First USF Order sought to
avoid.

b) Results in inequitable and discriminatory contribution burdens on
intermediate carriers, contrary to Section 254(d).

2) How to fix it:
a) Prospective: Revise Form 499-A and Instructions per attached Appendix.

b) NetworkIP’s audit period (and subsequent filing years): Allow revision of
Forms 499-A to account for any customers that meet these criteria.

3) Ensure that filers who have a “reasonable basis” to believe their customers are
resellers (as discussed here) have finality with regard to their revenue reports.

a) Reconsider the decision in Telepacific to require upstream providers to refile.
b) Update the FCC website to include certified intermediate resellers.

NetworklIP.com
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(Appendix)
Proposed Changes to FCC Form 499-A:

Instructions (showing edits from 2010 Instructions, page 19:

For the purpose of completing Block 3, a “reseller” is a telecommunications carrier or telecommunications provider that: 1) incorporates purchased telecommunications services into its own telecommunications
offerings; and 2) can reasonably be expected to contribute to federal universal service support mechanisms based on revenues from such offerings when those services are provided to end users.

Each filer should have documented procedures to ensure that it reports as “revenues from resellers” only revenues from entities that reasonably would be expected to contribute to support universal service, or
that are intermediate providers in a chain that ends in the provision of telecommunications service or interconnected VolP to end users by an entity that reasonably would be expected to contribute to
support universal service. The procedures should include, but not be limited to, maintaining the following information on resellers: Filer 499 ID; legal name; address; name of a contact person; phone
number of the contact person; and, as described below, the annual certification by the reseller and evidence of the filer’s use of the FCC’s website to validate the contributor status of the reseller. Filers
shall provide this information to the Commission or the Administrator upon request.

Each year, the filer must obtain a signed statement from the reseller containing the following language:

| certify under penalty of perjury that the company is purchasing service for resale in the form of U.S. telecommunications or interconnected Voice over Internet Protocol service. | also certify under
penalty of perjury that either the company contributes directly to the federal universal support mechanisms, or that each entity to which the company provides resold telecommunications is itself an FCC
Form 499 worksheet filer and a direct contributor to the federal universal service support mechanisms, or an intermediate provider in a chain of resellers that ends in the provision of telecommunications
service or interconnected VolP to end users by an entity that contributes directly to the federal universal service support mechanisms, supported by a certification identical to this one from the
company’s customers.

In addition, to facilitate verification of a reseller’s certification, current contributors to universal service are identified http://fjallfoss.fcc.gov/cgb/form499/499a.cfm. Filers may use the website to verify the
continuing validity of a reseller’s certification, and may presume that any reseller identified as a contributor in this website in the month prior to an FCC Form 499-Q filing will be a contributor for the
coming quarter, and that it was a contributor for all prior quarters during that calendar year. [Consider setting up an additional part of the FCC website for intermediate carriers — allow certification to
FCC and USAC and note in database.] Filers that do not comply with the above procedures will be responsible for any additional universal service assessments that result if its customers must be
reclassified as end users.

Note: For the purposes of filling out this Worksheet -- and for calculating contributions to the universal service support mechanisms -- certain telecommunications carriers and other providers of
telecommunications may be exempt from contribution to the universal service support mechanisms. These exempt entities, including "international only" and "intrastate only" providers and providers
that meet the de minimis universal service threshold, should not be treated as resellers for the purpose of reporting revenues in Block 3_unless they are intermediate providers that ultimately sell to a
contributing provider. That is, filers that are underlying carriers should report revenues derived from the provision of telecommunications to exempt carriers and providers (including services provided to
entities that are de minimis for universal service purposes) on Lines 403- 417 of Block 4 of the Telecommunications Reporting Worksheet, as appropriate, unless the exempt or de minimis carrier is an
intermediate provider and certifies that it has certifications demonstrating that its customers (or their customers) are contributors. Underlying carriers must contribute to the universal service support
mechanisms on the basis of such revenues. In Block 5, Line 511, however, filers may elect to report the amounts of such revenues (i.e., those revenues from exempt entities that are reported as end-user
revenues) so that these revenues may be excluded for purposes of calculating contributions to TRS, LNPA, and NANPA.

FCC Form 499-A, Block 3 (page 4):
[heading]

Revenues from Services Provided for Resale as Telecommunications by Other Contributors to Federal Universal Service Support Mechanisms_or intermediate carriers (see Instructions)
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Back-up
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Today’s Prepaid Phone Card Ecosystem
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