STATE OF NEW YORK
PUBLI C SERVI CE COWMM SSI ON

At a session of the Public Service
Comm ssion held in the Gty of
Al bany on October 11, 2000

COWM SSI ONERS PRESENT:

Maureen O. Hel ner, Chairnan
Thomas J. Dunl eavy

Janes D. Bennett

Leonard A. Wi ss

Neal N. @Gl vin

CASE 00-C-0789 — Proceeding on Mdtion of the Comm ssion
Pursuant to Section 97(2) of the Public
Service Law to Institute an Omi bus
Proceeding to Investigate the Interconnection
Arrangenents Between Tel ephone Conpani es

ORDER ESTABLI SHI NG REQUI REMENTS FOR
THE EXCHANGE OF LOCAL TRAFFI C

(I'ssued and Effective Decenber 22, 2000)

BY THE COW SSI ON:

This proceeding was initiated to resolve a dispute by
carriers regarding treatnment of conpetitive |ocal exchange
carrier (CLEC) tel ephone nunbers assigned to a central office
(NXX) code! within an established local calling area, but used by
custoners | ocated beyond the I ocal calling area of the
desi gnat ed NXX code.

BACKGROUND
Department Staff (staff) investigated conplaints by

custoners of independent tel ephone conpani es (| ndependents)

' I'n a seven digit |ocal phone nunber, the first three digits
identify the specific tel ephone conpany central office which
serves that nunber.
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regarding calls that failed to reach their destination or were
unexpectedly billed at toll rates. Staff found that in nearly
all of the situations exam ned, the calls in question had been
made to an Internet service provider (ISP) served froma CLEC
network. In all instances, both the CLEC switch and the | SP
custonmer for whomthe calls were destined were | ocated outside

t he I ndependent’s | ocal service area. The CLEC used an NXX code
wi thin the Independent’s established |ocal calling area to
provide locally-rated calling to custoners |ocated outside the
geographic area associated with the assi gned NXX code.

Calls failed to reach their destination because no
provi si on had been made for physical interconnection between
CLECs and | ndependents. Toll charges were inposed when the
| ndependent’ s only avail able transm ssion path for routing the
call was the toll network. |In all cases, Staff found that no
i nt erconnection arrangenents/agreenents had been nade between
the CLECs and the |Independents to handle these calls, unlike the
situation between | ndependents and Verizon New York, Inc.
(Verizon) where transport arrangenents are in place to handle
calls to a custoner outside the geographic area associated with
t he assi gned NXX

After Staff-facilitated negotiations between the
| ndependents and CLECs reached i npasse, this proceedi hg was
begun and on May 16, 2000 a Notice Inviting Coments was issued.
The Notice sought comments regarding these questions:

(1) Howto treat calls fromtel ephone exchanges to
CLEC phone nunbers within that conpany’ s | ocal
calling area?

(2) \Whether there were any unique costs incurred by
originating carriers who transported calls to a
requesti ng CLEC?

(3) Whether there were any uni que costs incurred when

athird party transported calls between the
originating carrier and the requesting CLEC and
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if there were, how such costs should be
conpensat ed?

(4) \What generic principles should be established as
gui dance for interconnection agreenents and
inter-carrier conpensation?

Comment s and reply coments® were filed. A Petition for
Clarification or Rehearing was also filed by the Independents’
Smal | Conpany Group (Small Conpanies).* AT&T Conmuni cati ons of
New York and ACC Corp. responded. A summary of comments

submitted appears in Appendi x D.

DI SCUSSI ON
Rating of Calls

According to the Small Conpanies, a custoner should
not be considered “wthin” a local calling area if that custoner
is actually located in a different geographic area. |Instead,
the Smal | Conpani es recomended that CLECs be required to assign
t el ephone nunbers in a manner that makes it technically feasible
to identify, switch, and deliver calls according to whether a
call is inter-exchange or local. CLECs maintained that the
calls at issue in this proceeding should be considered | ocal.

No Comm ssion or FCC rules or policies prohibit a CLEC
fromactivating a tel ephone nunber in an exchange where it has
no physical presence. A CLEC may obtain an NXX or central
office code in any existing rate center in order to establish a
presence or a “footprint.” These nunber assignnments are then
listed in the Local Exchange Routing Guide (Routing CGuide),

2 Parties who filed coments are listed in Appendix A
3 Parties who filed reply comments are listed in Appendi x B.

4 The nmenber | ndependents conprising the Small Conpany G oup are
listed in Appendix C
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recogni zed by the industry as the source for instructions on how
to route calls, and other industry databases.

Currently, Independents rate custonmer calls to Verizon
NXX nunbers that are wthin the | ndependent’s defined | ocal
calling area as local calls, even if the called party is outside
t he geographic area. Treating simlar calls to a CLEC NXX code
wi thin the Independent’s established |ocal calling area as tol
calls would be problematic. Therefore, calls to an NXX code
within an established |local calling area, but used by custoners
| ocated outside the local calling area of the designated NXX
code, will be considered |ocal for rating purposes. This
treat nent assunes that the CLEC has established the appropriate
fundanmental network and service arrangenents with all incunbent
carriers consistent wwth the requirenents of this Order.

For ei gn exchange service also allows custoners to
obtain | ocal service in an exchange where the custonmer has no
physi cal presence. Independents do not treat calls destined for
forei gn exchange service any differently than calls term nating
wi thin the physical boundaries of the rate center. This is
precisely the service CLECs offer their ISP custoners, i.e.,

t el ephone nunbers that can be called on a local basis in
exchanges where the | SP has no physical presence, and this
approach of rating those calls as local is consistent with the
way | ndependents treat foreign exchange service calls.

Rating these calls as |ocal, however, will not by
itself ensure conpleted calls and proper billing. A fundanental
network and service arrangenent with |Independents is an
essential elenment in acconplishing that goal. Therefore, CLECs
will be required to enter into an agreenent establishing
fundament al network and service arrangenents prior to activating
a code that can be accessed on a |l ocal basis by an |Independent's
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customer.® The FCC s Numbering Resource Optimization O der (NRO
Order)® requires code applicants to provide the North American
Nunbering Pl an Adm ni strator (NANPA) with appropriate evidence
that it will be ready to provide service within 60 days of the
activation date. Responsibility for defining the readi ness of
facilities has been delegated by the FCC to the state

conmi ssions’ and a pre-existing network and service arrangenment
will be an elenment of facilities readiness. Staff will advise
NANPA t hat no NXX codes should be issued until the requesting
CLEC has docunmented that it has interconnection agreenents in
place with all incunbent carriers within the local calling area
where the code is sought. This requirenent also applies to
carriers seeking thousand-bl ocks in areas where pooling has
begun.

Uni que Routing Costs Incurred By | ndependent Conpani es

| ndependent conpani es connect to other incunbent
carriers such as Verizon via tw nethods: (1) |ocal trunks
between their central office and the adjacent incunbent’s
central office, or (2) toll trunks to Verizon’s tandem |In
ei ther case, the Independent’s responsibility is limted to
bringing its facilities to its boundary with the adjacent

® The Central Ofice Code (NXX) Assignment Guidelines note that
i nterconnection arrangenents need to be in place prior to the
activation of a code. Carriers may apply for a code six nonths
prior to activation and may ask for an activation date no
sooner than within sixty-six days of the request.

® Numbering Resource and Qptim zation Report and Order and
Further Notice of Proposed Rul emaking, 15 FCC Rcd 7545 (March
2000) .

" 1d., para.97; Common Carrier Bureau Responses to Questions in
t he Nunbering Resource Optim zation Proceedi ng, CC Docket No.
99- 200 (July 2000)
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i ncunbent. The incunbent’s responsibility is to provide
connecting facilities wwthin its territory to the boundary.

If the CLEC has facilities built out to the
| ndependent’ s end office or has a neet-point somewhere in the
| ndependent’ s territory, costs associated with conpleting calls
from | ndependent exchanges to CLEC nunbers within the
| ndependent’ s | ocal calling area should be, based on comrents
recei ved, inconsequential. Nonetheless, |ndependents argued
that the costs of originating and transporting these calls
shoul d be subject to access charges assessed to the carrier to
which the call is delivered. The |Independents were concerned
that facilities could becone overl oaded and additional costs
woul d be incurred to reinforce the network. However, no facts
were provided to substantiate these concerns.

CLECs share in the obligation to allow efficient
i nterconnection to the Independents. As previously noted,
| ndependents are currently responsible for bringing neet-point
facilities to their borders only, the |ong-standi ng arrangenent
in place today for trunks used in the provision of |ocal calling
bet ween the | ndependents and Verizon. Because |ndependent
responsibility is limted to delivering traffic to its service
area borders, CLECs must either provide their own
interconnection facilities or lease facilities to the neet-
point. Wth this obligation placed on CLECs, no uni que costs
woul d be incurred by the Independents in transporting calls to
CLEGCs.

Third-Party Carriage of |Independent-CLEC Calls
Al parties agreed that a need exists for third-party

transport of |ow volune calls between | ndependents and CLECs.
CLECs stated that it would be inefficient for themto physically
i nterconnect with I ndependents for the exchange of relatively
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smal | anmpunts of traffic and proposed instead that calls between
an | ndependent and a CLEC should be carried initially by an

i ncunbent | ocal exchange carrier (ILEC). Verizon, recognizing
that it would nost often be the third party involved in
transporting such calls® offered to provide existing services
for the exchange of |ndependent-CLEC traffic in return for
reasonabl e conpensation. Tandem swi tching rates are avail able
in Verizon's 914 tariff but rates for traffic carried via shared
comon transport and using tandemswitching are not tariffed and
need to be devel oped. Verizon will be directed to file a tariff
for delivery of traffic fromthe |ndependent’s neet point to the
Verizon tandem Interested parties will have an opportunity to
comment on the proposed rates.

If call volunes between an | ndependent and a CLEC go
beyond the small volune level, the CLEC should be responsible
for establishing direct trunking. The DS-1 or T-1 level (24
voi ce grade channel s) recommended by both Verizon and Ti ne-
Warner is a reasonable standard for triggering dedicated
transport since it represents a standard unit of network
capacity, is an efficient network design, and is generally
acceptable to nost parties. Parties may, of course, decide a
different level is appropriate in a negotiated agreenent. Rates
for dedicated transport facilities are available in Verizon's
900 tariff.

Fi ber Tech proposed that |ndependents offer a service
simlar to Verizon's Conpetitive Alternative Transport Term na
whi ch all ows conpetitive fiber providers a nmeans to interconnect
with CLECs collocated in a central office. Wile recognizing

8 Ot her Independents could al so be involved in transporting these
cal |l s.
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the conpetitive benefits offered by conpetitive fiber providers,
Fi ber Tech’s proposal is beyond the scope of this proceeding.

Inter-Carrier Conpensation

The I ndependents and Verizon currently have a “bill
and keep”® arrangenent for the exchange of local traffic. The
calls at issue closely resenble those that are currently handl ed
in local calling arrangenments between the |Independents and
Verizon and, therefore, it is appropriate to handle these calls
on the sane “bill and keep” basis. |In addition, since the CLEC
is not located wwthin the sanme geographic territory as the
| ndependent and is not directly conpeting with the | ndependent
for local custoners, treatnent of the call as local for the
pur pose of reciprocal conpensation does not appear warranted.

It should al so be recognized that if a third-party ILEC (e.qg.,
Verizon) transports a call between the originating and
termnating carriers, it should have no responsibility to pay
for its conpletion

Procedural WMatters

The Smal|l Conpany G oup petitioned for clarification
or in the alternative, rehearing, of the May 5 Order based on
(1) potential displacenent of |ong-standing |egal requirenments
and regul atory policies; (2) possible prejudgnent of issues;

(3) a potential due process violation absent rehearing and

nodi fication of the May 5 Order; and (4) potential violations of
Comm ssion and federal policy based on the statenment in the May

5 Order “that carriers are rem nded of their |egal obligation to
conpl ete custoner calls regardl ess of disputes over intercarrer

°® “Bill and keep” is a conpensation nmethod whereby each carrier
is responsible for its own costs and recovers those costs from
its end users.
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conpensation or call rating designations, and to bill such calls
appropriately.”

AT&T and ACC opposed the petition, arguing that there
was no potential violation of Conm ssion, federal, or public
policy, and that the Comm ssion’s rem nder of a carrier’s |egal
obligation to conpete calls was consistent with | aw

The May 5 Order instituting this proceedi ng posited
i ssues for coment which arose from previous di scussions with
Smal | Conpani es, AT&T, and ACC. A Notice Inviting Comment was
i ssued on May 16, 2000 and parties were given the opportunity to
submt initial and reply conments.

Clarification and/or rehearing is appropriate when
ordered action is anbi guous or based on an error of fact or |aw
The Smal | Conpanies’ petition was based not on Comm ssion
ordered action, but potential or possible action. At the tine
the Smal | Conpanies’ petition was interposed, no action had been
ordered. The statenent regarding a common carrier’s obligation
to conplete calls was nerely a rem nder of pre-existing duties.
The Smal | Conpani es have failed to denonstrate any action that
i s anbi guous or erroneous. Therefore, the Small Conpanies’
petition for clarification and/or rehearing was premature and is
deni ed.

The Comm ssion orders:

1. Prior to activating an NXX code that can be
accessed on a | ocal basis by an independent tel ephone conpany's
custoner, CLECs nust enter into an arrangenment establishing
fundanental network and service arrangenents. CLECs nust mnake
arrangenments for interconnection facilities to a neet-point
desi gnated as the I ndependent Tel ephone Conpany boundary.
| ndependent Tel ephone Conpani es are responsi ble for delivering

traffic to their own service area borders.
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2. Calls to an NXX code that is within an
established local calling area and that is used by custoners
| ocated beyond the local calling area shall be rated as | ocal
for the purpose of custoner billing.

3. Verizon New York, Inc. shall file with the
Secretary (5 copies) a tariff for shared transport, as di scussed
inthis Oder, within 30 days of issuance of this Oder and al so
serve the proposed tariff on parties on the service list for
this case.

4. Parties will have 20 days from Veri zon New York
Inc.’s filing to submt coments. Comments shall be served on
parties on the service list for this case.

5. The Petition for clarification and/or rehearing
i s denied.
6. This proceeding is continued.
By the Conmm ssion,
( SI GNED) JANET HAND DEI XLER

Secretary

-10-
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APPENDI X A

| NI TI AL COMVENTS

ACC Corp. (ACO

AT&T Commruni cations of New York, Inc. (AT&T)

Adel phi a Busi ness Sol utions, Inc. (Adel phia)

Veri zon- New York (Verizon, fornerly Bell Atlantic)
CTSl, Inc. (CTSl)

Fi ber Technol ogi es, LLC (Fi ber Tech)

Focal Communi cations Corp. of New York, Inc. (Focal)
M d- Hudson Conmuni cations, Inc. (M d-Hudson)

Nort hl and Networ ks, Ltd. (Northl and)

RCN Tel ecom Services of New York, Inc. (RCN)

Smal | Conpany G oup (Small Conpani es)

TC Systens, Inc. (TC

Ti me- Warner Tel ecom Inc. (Time \Warner)

Worl dCom Inc. (WorldCom
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APPENDI X B

REPLY COMMVENTS

ACC Corp. (ACO

AT&T Commruni cations of New York, Inc. (AT&T)
Adel phi a Busi ness Sol utions, Inc. (Adel phia)

Bel | Atlantic-New York (BA-NY or Bell Atlantic)
CTSl, Inc. (CTSl)

Cabl evi si on Lightpath, Inc.

Fi ber Technol ogi es, LLC (Fi ber Tech)

Focal Communi cations Corp. of New York, Inc. (Focal)
Frontier Tel ephone of Rochester, Inc.

M d- Hudson Comruni cati ons, Inc. (M d-Hudson)
Nort hl and Networ ks, Ltd. (Northl and)

RCN Tel ecom Service of New York, Inc. (RCN)
Smal | Conpany G oup (Snall Conpani es)

TC Systens, Inc. (TO

Ti me- Warner Tel ecom Inc. (Time-Warner)

Worl dCom Inc. (WorldCom

-12-
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APPENDI X C
SVALL COVPANY GROUP
Arnstrong Tel ephone Conpany

Ber kshi re Tel ephone Conpany

Cassadaga Tel ephone Corporation
Chanpl ai n Tel ephone Conpany

Chaut auqua & Eri e Tel ephone Corporation
Chazy & Westport Tel ephone Corporation
Citizens Tel ephone Conpany of Hamond
Crown Poi nt Tel ephone Corporation
Del hi Tel ephone Conpany

Dunkirk & Fredoni a Tel ephone Conpany
Edwar ds Tel ephone Conpany

Enpi re Tel ephone Cor poration

Fi shers |sland Tel ephone Conpany

Ger mant own Tel ephone Conpany

Hancock Tel ephone Conpany
Margaretvill e Tel ephone Conpany

M ddl ebur gh Tel ephone Conpany

Newport Tel ephone Conpany

Ni chol vill e Tel ephone Conpany

Ontario Tel ephone Conpany

Oi skany Falls Tel ephone Corporation
Pattersonvill e Tel ephone Conpany

Port Byron Tel ephone Conpany

St ate Tel ephone Conpany

TDS Tel ecom of Deposit

Townshi p Tel ephone Conpany
Trumansburg Home Tel ephone Conpany
Ver non Tel ephone Conpany

-13-






Warner is most concerned that disputes over compensation should
not interfere with call completion. Several parties address the
. level of traffic and the need for compensation.
RCN/CTSI/Adelphia state that bill and keep should be used if
traffic is balanced; otherwise, each carrier should bill the
other for terminating traffic. However, if traffic is
negligible, no payment should be required. Focal suggests that
interconnection agreements not be require until the traffic
reaches a threshold level, which it recommends to be 200,000
minutes per month for two consecutive months. Focal also notes
that the independent company and CLEC should determine a
technically feasible point of interconnection. Cablevision
states that outcome of this proceeding should not limit CLEC's

ability to design and operate an efficient network.



