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FINAL ORDER ON PETITION FOR ARBITRATION

BY THE COMMISSION:

On June 1, 2001, Sprint Communications Conpany Limted Partnership
(Sprint) filed a Petition for Arbitration pursuant to 47 U S. C
Section 252(b) of the Tel ecommuni cations Act of 1996, seeking
arbitration of certain unresolved ternms and conditions of a proposed
renewal of the current interconnection agreenent between Sprint and
Verizon Florida, Inc. f/k/a GIE Florida, Incorporated (Verizon).
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Verizon filed a response and the matter was set for hearing.

In Sprint's petition, 15 issues were enunerated for arbitration.

Prior to the adm nistrative hearing, the parties resolved or agreed
to stipulate a nunber of those issues. The adm nistrative hearing was
hel d on January 17, 2002. At the hearing, in addition to the
testimony and exhibits filed with this Comm ssion, transcripts,
correspondi ng di scovery responses, and corresponding Florida tariffs
were entered into the record fromthe Sprint/Verizon Arbitration in
Texas in lieu of cross exam nation. ThisOrder addressesthe remaining arbitrated
iSsues.

. JURI SDI CTI ON

Inits brief, Sprint states that this Conm ssion's jurisdiction is
set forth in Section 252 of the Act and Sections 364.161 and 364. 162,
Florida Statutes. Verizon did not address our jurisdiction inits
brief. Therefore, Verizon waived any objection to this Comm ssion's
jurisdiction in this matter. However, in its brief, Verizon states
that this Conm ssion nust resolve disputed i ssues in a manner that
ensures that the requirenments of Sections 251 and 252 of the Act are
met .

Pursuant to Chapter 364, Florida Statutes, and Section 252 of the
Act, we find that we have jurisdiction to arbitrate interconnection
agreenents, and may inplenent the processes and procedures necessary
to do so in accordance with Section 120.80 (13)(d), Florida Statutes.
Section 252 states that a State Conm ssion shall resolve each issue
set forth in the petition and response, if any, by inposing the
appropriate conditions required. This section requires the Comm ssion
to conclude the resolution of any unresol ved i ssues not l|ater than
nine nonths after the date on which the ILEC received the request
under this section. In this case, however, the parties have
explicitly waived the nine-nonth requirenent set forth in the Act.

Further, we find that Section 252(e) of the Act reserves the state's
authority to inpose additional conditions and terns in an arbitration
not inconsistent with the Act and its interpretation by the FCC and
the courts.
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1. DEFINITION OF LOCAL TRAFFIC

A. Argunents

Sprint wtness Hunsucker states that Sprint plans to initiate a
service in Verizon territory whereby a Verizon |ocal service custoner
will be using a Sprint service to conplete a local call to other

Veri zon | ocal service custoners. Sprint describes the product and the
associated routing for it as foll ows:

The key feature of this product is that it utilizes a 00- [zero zero
m nus] dialing code to access the Sprint VAD platformthat is
subsequently used to conplete local or Iong distance calls. Thus, an
end user custoner that is presubscribed to Sprint's |ong distance
service can sinply dial 00- from his/her honme phone and verbally
instruct the systemto call his/her neighbor next door or anyone el se
he/ she would like to call. If a Verizon custoner dials 00- from

hi s/ her tel ephone, the call is routed through a Verizon end office
over trunks that are interconnected to the Sprint network. The
custoner then receives a pronpt to verbally instruct the system who
he/ she would Iike to call. For exanple, the customer could say, "cal
nei ghbor." Then based upon a directory |list established by the end
user customer, the systemwould | ook up the nane, find the associ ated
t el ephone nunber, and conplete the call as verbally directed. The
custoner can originate both local calls and |ong distance calls via
this arrangenent.

W tness Hunsucker believes Sprint and Verizon's core dispute in this
issue is the jurisdictional basis for such a call and the associ ated
conpensation, stating that the parties have a "definitional problem
over what's local." The Sprint wtness asserts that the FCC s so-
called "end-to-end" analysis determnes the jurisdiction of a call.
He asserts that the FCC has historically relied upon the "end-to-end"
anal ysis without considering the network facilities used to conplete
the call. The witness specifically cites two passages from {11 of the
FCC s Declaratory Ruling in CC Docket No. 96-98:
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both the court and Comm ssi on deci sions have considered the
end-to-end nature of the conmunications nore significant than the
facilities used to conplete such comuni cati ons.

The interstate communication itself extends fromthe inception of a
call to its conpletion, regardless of any internediate facilities.

In its brief, Sprint contends that it is well-noted that the FCC has
traditionally endorsed the "end-to-end" nethodol ogy through vari ous
orders, including the ISP Declaratory Ruling (FCC 99-68), the FCC s
Call Conpletion Oder (FCC 01-27), and very recently in the ISP
Remand Order (FCC 01-131). Wtness Hunsucker also states that the FCC
has provi ded gui dance on defining calls as |ocal for conpensation
purposes, citing text froman order that addresses the jurisdictional
classification of call conpletion services associated with directory
assi stance (DA). "Sprint's 00- [VAD] product is provided in an

anal ogous manner [as DA call conpletion] to the end user custoner,"”
according to the witness. Sprint's witness clains that Sprint is, in
fact, providing a call conpletion service. In FCC Order No. 01-27 in
CC Docket No. 99-273, the FCC states that call conpletion falls
within the definition of tel ephone exchange service, not exchange
access service. The witness cites 16 of this order:

The call conpletion service of conpetitive DA providers for intra-
exchange traffic is unquestionably local in nature, and the charge
for it, generally inposed on an end user, qualifies as an "exchange
servi ce charge.”

According to witness Hunsucker, "the real issue is that it appears
Verizon wants to i npose access charges on local calls as a neans of
generating revenues in excess of their TELRI C based rates.”

Sprint believes this Comm ssion considered the "end-to-end" anal ysis
inits consideration of an issue fromthe recent Sprint/Bell South
arbitration in Docket No. 000828-TP. The issue fromthat proceeding
specifically addressed conbining |ocal and intra/interLATA traffic
types on access facilities. Sprint cites page 38 of the

Sprint/Bell South arbitration order, O der No. PSC-01-1095-FOF- TP,

i ssued in Docket No. 000828-TP on May 8, 2001: "[F]Jor 00- traffic
routed over [conbined] access trunks, the appropriate conpensation
schenme shall be preserved for each jurisdiction of traffic that is
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conbined, i.e., local and intra/interLATA " Sprint clains that it
will preserve the appropriate jurisdiction of all traffic. The
Wi t ness conti nues:

Sprint has always agreed to naintain the appropriate jurisdiction of

the traffic for all 00- calls, both local and toll. In other words,
if the end user uses Sprint's Voice Activated Dialing product in the
conpletion of a local call, Sprint expects to pay |ocal TELRI C-based

charges, and if the end user uses VAD to conplete a toll product,
Sprint will pay Verizon the appropriate access charges.

In contrast, Sprint w tness Hunsucker states that "Verizon
erroneously believes that a call nust originate and term nate on two
different carriers' networks in order for the call to be

jurisdictionally local." The wtness states that if a Verizon end
user uses Sprint's VAD to call their neighbor next door who is also a
Veri zon custoner, "Verizon would have you believe that the call is
not a local call." He testifies:

Verizonis . . . attenpting to classify a call based on the actual
path that the call traverses, i.e., based on the carrier that
originates the call and the carrier that term nates the call .
Verizon [believes] if the carrier that originates the call is the
same carrier that termnates the call, then the call is not

considered local, even if the call originated and term nated with

nei ghbors 1iving next door to each other. Accordingly, Verizon's
position states that only if the carriers who originate and term nate
the call are different is the call considered a local call. This is
sinply not a logical or an appropriate interpretation.

According to witness Hunsucker, "Verizon wongly contends that
Sprint's Voice Activated Calling is access traffic and not | ocal
traffic due to the call's path through the network,"” which contrasts
with Sprint's position that jurisdiction should be based on an "end-
to-end" anal ysis.

Wtness Hunsucker believes that Verizon's stance |acks consistency,
gi ven that Verizon actually supported an argunment for an "end-to-end"
analysis inits July 21, 2000 coments filed with the FCC in Docket
No. 96-98. In part, the coments reflect:

[ T] he Court questioned whether the "end-to-end" analysis that the
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Comm ssion has used for jurisdictional purposes is applicable here.
The sinple answer is that it is - the analysis that determ nes
whether a call is "interstate" - where the call originates and
termnates - is used to determ ne whether it is |ocal under the

Comm ssion's rules. Furthernore, the Comm ssion's "end-to-end" has
not been used only to resolve jurisdictional questions, but has been
the basis for substantive decisions as well.

Verizon's witness Minsell asserts that the consideration of this

i ssue has two elenents. He believes the decisive inquiry is not
whether the calls are jurisdictionally "local," but whether they are
subj ect to reciprocal conpensation. Wtness Minsell believes that the
contract provisions that Sprint proposes envision VAD calls that
originate with a Verizon end user, and then are routed to Sprint over
access facilities so that Sprint can provide an operator service, and
are subsequently routed back to Verizon for call termination within
the sane local calling area fromwhich the call originated. Wtness
Munsel | st at es:

[ VAD calls] are not local calls and reciprocal conpensation is sinply
unavai l able. The FCC clearly states in 47 CF. R 8§ 51.701(e) that

reci procal conpensation is payable only for traffic that originates
on the network of one carrier and term nates on the network of a
different carrier. Here, the traffic is both originating and
termnating on Verizon's network. By definition, reciprocal
conpensati on does not apply. (ltalics in Oiginal)

The witness believes that in order to determ ne whether the calls at

i ssue are subject to reciprocal conmpensation, it is inportant to | ook
at the originating and term nating geographic points, the originating
and termnating carriers, as well as the routing of the call

Verizon's witness states that the characteristics of 00- calls are
identical to those of long distance calls. According to the Verizon
W tness, Sprint's operator service-routed calls are switched a nunber
of times, "exactly |like a standard-di al ed |ong distance call."
Verizon witness Miunsell states "there is nothing to preclude calls
dialed via "1+, " or "101XXXX+1+7/10D"' from being routed to the
custoner's chosen toll provider even when the dial ed nunber (the
"7/10D") is in the sane local calling area as the originating

t el ephone nunber." Although wi tness Miunsell does not specifically
address "1+" calls, he states that Verizon bills dial-around calls as
swi tched access, "even when a dial -around custoner . . . [is] just
calling the person next door." Wtness Minsell states repeatedly that
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VAD calls are not local calls, and they should not be subject to
reci procal conpensation. Verizon's witness states that 00- and 'dial -
around' services are fornms of "access traffic.”

In its brief, Verizon states that the agreenent's definition of |ocal
traffic should describe the traffic to which reciprocal conpensation
applies. Because Sprint's 00-/VAD calls are not subject to reciprocal
conpensati on under the FCC rules, but rather are subject to access
charges, Verizon believes the agreenent’'s definition of local traffic
shoul d not include 00-/VAD calls. In addition, Verizon offers orders
from California, Massachusetts, and Pennsylvania that support its
posi ti on.

B. Analysis

As noted, the primary topic of discussion in this issue involves the
conpensation arrangenent for calls placed utilizing a product Sprint
intends to offer in Florida, its VAD product. W believe, however,
that the true dispute concerns VAD calls that originate and term nate
in the sane |ocal calling area, and whether said calls should be
included in the definition of local traffic for the purposes of

reci procal conpensati on.

Qur interpretation of subsections (b) and (e) of FCC Rule 47 C. F.R
Section 51.701 will be inportant considerations in this issue.
Subsection (a) is included for informational purposes. In relevant
part, Rule 47 C.F.R Section 51.701 states:

§ 51. 701 Scope of transport and term nation pricing rules.

(a) The provisions of this subpart apply to reciprocal conpensation
for transport and termnation of telecomunications traffic between
LECs and ot her tel ecommunications carriers.

(b) Tel ecommuni cations traffic. For purposes of this subpart,
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t el ecommuni cations traffic neans:

(1) Tel ecommuni cations traffic exchanged between a LEC and a

t el ecomuni cations carrier other than a CVRS provi der, except for

tel ecommuni cations traffic that is interstate or intrastate exchange
access, information access, or exchange services for such access (see
FCC 01-131, paragraphs 34, 36, 39, 42-43); or

(2) Tel ecommuni cations traffic exchanged between a LEC and a CVRS
provi der that, at the beginning of the call, originates and

term nates within the sane Major Trading Area, as defined in Sec.
24.202(a) of this chapter.

(e) Reciprocal Conpensation. For purposes of this subpart, a

reci procal conpensation arrangenent between two carriers is one in
whi ch each of the two carriers receives conpensation fromthe other
carrier for the transport and termnation on each carrier's network
facilities of telecomrunications traffic that originates on the
network facilities of the other carrier.

We note that there does not appear to be a dispute over the
conpensation arrangenent for toll calls placed utilizing Sprint's VAD
product; these calls are unquestionably considered to be access for
the purpose of inter-carrier conpensation. A nore detailed anal ysis
of the routing of VAD calls is set forth in Section Ill of this
Order. We believe the resolution of this matter i s dependent upon our
interpretation of the Act, the pertinent FCC Rules and Orders, and to
the extent this Conmm ssion deens val uable, the precedent of decisions
fromother jurisdictions.

We believe that three key definitions in the Act factor into this
anal ysi s: exchange access, tel ephone exchange service, and tel ephone
toll service. Section 3 of the Act, in relevant part, provides the

f ol | owi ng:

SEC. 3 [47 U.S.C. 153] DEFI NI TI ONS,

For the purposes of this Act, unless the context otherw se requires-
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(16) EXCHANGE ACCESS. -The term "exchange access" neans the offering
of access to tel ephone exchange services or facilities for the
pur pose of the origination or term nation of tel ephone toll services.

(47) TELEPHONE EXCHANCGE SERVI CE. - The term "t el ephone exchange
service" nmeans (A) service within a tel ephone exchange, or within a
connected system of tel ephone exchanges within the sane exchange area
operated to furnish subscribers intercommunicating service of the
character ordinarily furnished by a single exchange, and which is
covered by the exchange service charge, or (B) conparable service
provi ded through a system of swi tches, transm ssion equi pnent, or
other facilities (or conbination thereof) by which a subscriber can
originate and term nate a tel econmuni cati ons servi ce.

(48) TELEPHONE TOLL SERVI CE.-The term "tel ephone toll service" neans
t el ephone service between stations in different exchange areas for
which there is nade a separate charge not included in contracts with
subscri bers for exchange service.

The parties approached this issue fromtwo angles, and cite to these
definitions to support their respective positions. Sprint wtness
Hunsucker asserts that the VAD traffic that originates and term nates
in the sane local calling area is "local,"” and that the end points of
the call dictate the jurisdiction. Wtness Hunsucker contends the FCC
has historically relied upon the "end-to-end" analysis to determ ne
the jurisdiction of a call, and states that "[t]his end-to-end
analysis is the same as the nethod that Sprint has supported in its
negotiations with Verizon on this issue.” According to w tness
Hunsucker, the network facilities used to conplete a call are not
factors to be considered; he believes that only the end points of the
call are significant in determning a call's jurisdiction.

W tness Hunsucker testifies that the FCC s Call Conpletion Oder, FCC
01-27, merits consideration in this issue. Inits brief, Sprint
contends that its VAD product provides a call conpletion service that
neets the FCC s definition of an "operator service." According to

Wi t ness Hunsucker, VAD is functionally simlar to DA as a cal

conpl etion service, and we believe this assertion is critically
inmportant. We find that the call conpletion portion of VAD is
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anal ogous to DA call conpletion froman end user's perspective. W
note the follow ng rel evant excerpts from FCC 01-27 as support:

17. Section 3(47)(A). To cone within the definition of "tel ephone
exchange service" in section 3(47)(A), a service nmust permt
“intercomruni cati on" anmong subscribers within the equival ent of a

| ocal exchange area provided the service is covered by the exchange
service charge. (footnote omtted)

19. Section 3(47)(A). also requires that the service in question be
"covered by the exchange service charge.” The Comm ssion has
determned that this requirenent is relevant only for the purpose of
determ ning whether the service is local in nature . . . The cal
conpl etion service of conpetitive DA providers for intra-exchange
traffic is unquestionably local in nature, and the charge for it,
general ly inposed on an end user, qualifies as an "exchange service
charge."” We therefore conclude that this service neets the

requi renents of section 3(47)(A). (Al footnotes omtted)

Verizon relies upon a literal interpretation of the FCC s rule on
reci procal conpensation, Rule 47 C.F.R Section 51.701(e), as cited
previously. Accordingly, Verizon's witness Miunsell states that no VAD
calls which originate and term nate on the sane network can be

subj ect to reciprocal conpensation. Therefore, he believes these
calls are not local. Wtness Minsell states that because VAD calls
are switched a nunber of times, 00- calls share the sane
characteristics of long distance calls.

Wtness Minsell states that "Access charges are assessed differently
t han reci procal conpensation - [because] the | XC pays the LEC
regardl ess of whether the LEC is originating or term nating the
call."” The witness states that a strict interpretation of FCC Rule
51. 701 supports Verizon's position. Wtness Miunsell al so observes
that Rule 51.701(e) specifically notes that the traffic which is
subj ect to reciprocal conpensation should originate on one network
and term nate on anot her.

In argui ng that reciprocal conpensation cannot apply when a cal
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originates and term nates on the sane carrier's network, which in
turn inplies that the call cannot be local, we believe that Verizon
argues in reverse order fromthe normal sequence. Customarily,
jurisdiction is determ ned before considering the appropriate form of
conpensati on.

Wil e we acknow edge Verizon's point that 00- calls have the sane
characteristics (i.e., are routed to the sane point of presence) as
1+ and 101XXXX calls, we do not find this argunment is necessarily
persuasive. W find that Sprint's "end-to-end" argunent has nerit,
since the FCC has applied this approach inits ruling on the
jurisdiction of conpetitive DA call conpletion services, which we
find are anal ogous to BAD. (This ruling will be discussed further
below.) Applying this "end-to-end" analysis |eads us to concl ude that
the jurisdiction of 00- calls can vary.

We find that the FCC has consistently determ ned jurisdiction using
an "end-to-end" analysis, and points in particular to its Call

Conmpl etion Order, FCC 01-27, as especially relevant. In part, 719 of
this order states: "[t]he calls conpletion service of conpetitive DA
providers for interexchange traffic is unquestionably local in
nature, and the charge for it, generally inposed on an end user,
qualifies as an 'exchange service charge. . . .'" W believe the crux
of this issue involves those 00- and 7/10D calls that are "intra-
exchange traffic,” recalling that there does not appear to be a

di spute over the conpensation arrangenent for inter-exchange calls

pl aced using Sprint's 00-/VAD product. Therefore, based upon the
precedi ng, we conclude that for calls placed using 00- and 7/10D, the
end points of the call should define whether such traffic is
jurisdictionally local. Accordingly, we find that 00- and 7/10D
traffic, which originates and termnates in the sanme |ocal calling
area, should be defined as jurisdictionally local for the purposes of
reci procal conpensati on.

C. Decision

For the purposes of the new Sprint/Verizon interconnection agreenent,
we find that the jurisdiction of calls dialed via 00- or 7/10D shoul d
be defined based upon the end points of a call. Thus, calls dialed in
this manner, which originate and termnate in the sane |ocal calling
area, should be defined as |local traffic.

I11. SPRINT'S USE OF MULTI JURI SDI CTI ONAL TRUNKS AND APPROPRI ATE
COMPENSATI ON TO BE APPLI ED TO CALLS THAT ORI G NATE AND TERM NATE ON

file://W:\site\utilityregulation.com\protected\orders\pl %620new%20orders\tel ecom\cleared%20... 4/9/03



VERI ZON' S NETWORK W THI N THE SAME LOCAL CALLI NG AREA, UTI LI ZI NG
SPRINT" S "00-" DI AL AROUND FEATURE

Sprint w tness Hunsucker propounds that Sprint has devel oped a voice-
activated dialing (VAD) product that will be offered to all of its
end users nationwi de who are presubscribed to Sprint's |ong distance
service, including Verizon's local end users. He asserts that end
users woul d gain access to Sprint's VAD platform by dialing 00-,
which allows the end user to conplete local and | ong distance calls.
For exanple, an end user can dial 00- froma honme phone and verbally
instruct VAD to call a next door neighbor; "the systemwould | ook up
the nane, find the associ ated tel ephone nunber and conplete the cal
accordingly.” Wtness Hunsucker speculates that VAD will be offered
in late February 2002; however, he asserts that there are operational
issues that may affect its rel ease date, such as personal address
book (PAB)-to-PAB synchronization, which Iinks Sprint PCS custoners
voi ce activated address book to its address book in VAD.

W tness Hunsucker likens Sprint's "00-" VAD service to Verizon's "0-"
operator service (OS) or directory assistance (DA). According to
Verizon's tariff, Verizon's operators nmay conplete |ocal calls for
its end users for a flat fee. Simlarly, Sprint's VAD platform all ows
local calls to be conpleted for a flat fee. Wtness Hunsucker states
that there "is no additional charge for extra |ocal service mnutes
and certainly no additional charge for a toll call, even if Verizon's
operator platformis located outside the local calling area.” He
asserts that the | ocation of the operator services platformhas no
beari ng on whether Verizon bills the call as local or toll. Wtness
Hunsucker contends that Sprint seeks the right to utilize its

exi sting network switching and trunking to conbi ne | ocal and access
traffic on the sanme facilities, also referred to as nulti -
jurisdictional trunk groups. Although w tness Hunsucker concedes that
the traffic traverses facilities traditionally designated for access,
he believes that the end points of the call clearly nmake the traffic
| ocal . He believes that Sprint should pay the appropriate |oca
charges for local traffic and access charges for access traffic.
Sprint wtness Hunsucker proposes to conpensate Verizon at total

el ement long run increnental cost (TELRIC) based rates for
originating transport, plus termnating transport, end office

swi tching, and tandem swi tchi ng when Verizon uses these network

el enents to conplete the call. He believes that FCC Order No. 01-27,

i ssued January 23, 2001, supports Sprint's position on the
classification of calls conpleted by DA, which is how he alleges VAD
wi |l be provided.
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The call conpletion service of conpetitive DA providers for intra-
exchange traffic is unquestionably |local in nature, and the charge
for it, generally inposed on an end user, qualifies as an "exchange
servi ce charge."

FCC 01-27, 1919

In response to Verizon's claimthat a call nust originate on one
carrier's network and term nate on another carrier's network to be
subj ect to reciprocal conpensation, w tness Hunsucker conpares VAD to
the routing that exists in a call forwarding scenario. He explains
that when a Verizon end user places a local call to an ALEC s end
user whose calls are forwarded to another Verizon |ocal end user, the
traffic is considered | ocal and subject to reciprocal conpensation,
regardl ess of the fact that the call originates and term nates on
Verizon's networKk.

Sprint wtness Hunsucker points out that other |ILECs such as Quest,
SBC, and Bel | Sout h have negoti ated agreenments wth Sprint regarding
the placenent of local calls using "00-." He refers to the | anguage
in the recently filed interconnection agreenent between Bell South and
Sprint in Florida, which reads:

00- traffic from Sprint |XC presubscribed end user custoners wl|
continue to be routed to Sprint | XC over originating FGD sw t ched
access service. Sprint CLEC will determ ne the anount of total 00-
traffic that is local and will report that factor and the associ ated
Mnutes O Use (MOUs) used to determne the factor to BST. Using that
data and the Sprint I XC total swi tched access MOUs for that nonth,
BST will calculate a credit on Sprint I XC s switched access bill
which will be applied in the followng nonth. The credit w |
represent the anmount of 00- traffic that is local and will take into
consi deration TELRI C based billing for the 00- MOUs that are | ocal.
The credit will be acconplished via a netting process whereby Sprint
| XC will be given full credit for all applicable billed access
charges offset by the billing of 00- transport charges only based
upon the applicable state TELRIC rates contained in Attachnment 3 of
this Agreenent. Bell South will have audit rights on the data reported
by Sprint CLEC
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W tness Hunsucker believes that Verizon's position is discrimnatory
and contrary to the conpensation Verizon receives when it provides DA
for its retail service. Mreover, he testifies that in other states,
Verizon offers a voice dialing product inits local tariff. Wtness
Hunsucker asserts that VAD is a Sprint CLEC product that basically is
a substitute for Verizon's voice dialing or speed dialing.

The i npact of the appropriate charge is key to Sprint's ability to
i npl ement this new and i nnovative service in Florida. In short, if
Sprint nmust pay access charges for jurisdictionally local traffic,
then Sprint will not be able to inplenent the service in Florida or
any other state. The inplenentation of this service is dependent on
Sprint's ability to pay the correct charges for the traffic.

W tness Hunsucker contends that if Sprint is required to pay access
charges for local call termnation fromits VAD platform it may not
be economi cal to provide the service to end users.

Verizon witness Miunsell points out that a "multi-jurisdictional trunk
is one that carries two or nore jurisdictions of traffic,” and he
believes that Sprint seeks to conbine nultiple jurisdictions of
traffic over the same trunk group because Sprint wants to avoid
payi ng access charges. He states that "Sprint should not have the
unilateral right to create multi-jurisdictional trunks in

i npl ementing interconnection of Sprint's and Verizon's networks."

Wtness Miunsell explains that there are five generally accepted
jurisdictions of domestic traffic, which are local, intrastate
intralLATA, intrastate interLATA, interstate intraLATA, and interstate
i nter LATA. Wiile intraLATA traffic may be carried by local or |ong

di stance providers, witness Minsell asserts that interLATA traffic is
primarily reserved for interexchange carriers (I XCs). He testifies
that Exhibit 6, BOC Notes on the LEC Networks, specifies that "00-"
and "101XXXX" dialing patterns should be routed to an | XC.
Accordingly, witness Miunsell opines that all such traffic is access
traffic, and Verizon should be conpensated at the rate set forth in
its Florida access tariff. He believes that FCC Rul e 51. 701 supports
Verizon's position, because the rule provides that reciproca
conpensati on applies when the call originates on one carrier's
network, and term nates on another carrier's network. Mreover,

w tness Munsell believes that "00-" calls should be access regardl ess
of the term nating point of the call
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Verizon witness Miunsell asserts that all of Verizon's interconnection
agreenments with facilities-based CLECs in Florida require that
exchange access and | ocal traffic between Verizon and other carriers
be routed over separate trunks. If this Comm ssion allows Sprint to
commngle traffic to Verizon's tandem he contends that Verizon would
not be able to separate traffic destined for third-party CLECs. Thus,
Verizon would be forced to violate contract provisions with other
CLECs. Additionally, witness Minsell testifies:

Sprint's proposed contract |anguage only requires Sprint to
conpensate Verizon "for the delivery of such Local Traffic term nated
on the Verizon network pursuant to the reciprocal conpensation

provi sions of this Agreenent."”

He argues that Sprint's proposed | anguage does not conpensate Verizon
for any switching or transport used to route the call to Sprint's
POP. Wtness Minsell believes that Sprint's proposal shifts Sprint's
cost of provisioning inefficient |ocal service to Verizon. Further,
he contends that "Sprint's | anguage does not preclude Sprint from
billing Verizon for delivery of these calls to the Sprint POP."

In response to the assertion that call conpletion via VAD is

anal ogous to the call forwarding scenario discussed by Sprint's

W tness, witness Miunsell asserts that a call forwarding scenario
generates two call records, wth each call having distinct
originating and term nating tel ephone nunbers, while VAD generates
one call record. Additionally, witness Minsell testifies that there
are several operational issues that require separate trunks for |ocal
and access traffic. He states that in order for Sprint to bil

Verizon appropriately,

Sprint will need to set up term nating recording capability on the
trunk group that carries local traffic subject to reciprocal
conpensati on.

Wtness Munsell maintains that according to the Miltiple Exchange
Carrier Access Billing (MECAB) guidelines, Verizon would generate
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term nating access records for tandemrouted traffic, while Sprint
woul d generate termnating records at its end office for all traffic
i ncluding term nati ng exchange access. However,

Sprint has not identified a method by which Sprint intends to
identify and delete the duplicate records that Sprint will create for
exchange access traffic. Wthout a nethod to delete the duplicate
records, Verizon is rightly concerned that Sprint will bill

reci procal conpensation charges to Verizon for traffic for which
Verizon is not responsible.

Wtness Miunsell contends that Sprint has not provided a nethod to
del ete the duplicate records. He states that "w thout know edge of
the amount of traffic (local, intraLATA toll and exchange access)
that Sprint would termnate, it is inpossible to quantify the
financial magnitude of this problem™

Last, witness Minsell believes that Sprint's ability to offer VAD as
a flat rate service should not be a relevant factor in this

Comm ssion's decision; he contends that "the law can't be conpromn sed
to make it easier for Sprint to provide VAD or any other service." He
adds that current |law requires Sprint-the-1XC to pay access charges
on "00-" calls that termnate in the sanme |ocal calling area as the
originating end user; thus, "Sprint should not be allowed to

mani pul ate the definition of local traffic to achieve its objective."
Further, w tness Miunsell testifies that the Massachusetts,

Pennsyl vania, and California state comm ssions have denied Sprint's
attenpt to reclassify this traffic.

B. Analysis

Sprint points out that this Conm ssion has previously adopted
Sprint's position on the jurisdiction of "00-" traffic in the
Sprint/Bell South Arbitration Order. However, we note that Verizon has
presented evidence in this proceeding that differs fromthe evidence
presented by Bell South in Docket No. 000828- TP. Specifically,
Bel | South provided nmulti-jurisdictional trunks to itself, also
referred to as "supergroup” trunks, within its network. Accordingly,
the parties voluntarily agreed that,
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conmbining nulti-jurisdictional traffic on a single trunk group,
i ncluding an access trunk group, is technically feasible.
(Sprint/Bell South Arbitration Order at 44)

The parties also agreed that "where a Bell South end-user who is pre-
subscribed to Sprint-the-1XC dials 00, and Sprint swtches the cal
back into the sane Bell South |ocal calling area, the call would be a
| ocal call." See Sprint/Bell South Arbitration Order at 37. However,
inthis arbitration, the parties do not agree on these key issues.
Consequently, this order may appear to be inconsistent with the
findings in the Sprint/Bell South Arbitration Order; instead it is
based upon the evidence presented in this proceeding.

We considered Sprint's assertion that VAD/ 00- service should be
treated in a manner simlar to OS/ DA services. Sprint wtness
Hunsucker expl ains that end users would gain access to Sprint's VAD
platform by dialing 00-, which pronpts the end user to verbally
instruct the system Subsequently, "the systemwould | ook up the

name, find the associ ated tel ephone nunber and conpl ete the cal
accordingly.” W note that Verizon does not dispute the fact that VAD
is a DA-styled service. Therefore, we are persuaded that Sprint's VAD
platformfunctionally perfornms as an end user defined DA-styled

servi ce.

Verizon witness Miunsell asserts that Verizon's position revol ves
around the historical functionality of "00-," not Sprint's ability to
provi de conpetitive DA. W note that the parties agree that carriers
may conpete to provide DA service to end users. Since there is no

di spute that alternative carriers may provide DA, we focus on the

i ssue of technical feasibility and the cost responsibility of the
parties.

From an engi neeri ng perspective, we consi dered whether multi -
jurisdictional trunks are technically feasible. Verizon's wtness
Munsel |l testifies that typically the only difference between an
access facility and a | ocal interconnection facility is the type of
signal ing enpl oyed, Feature G oup D (FG) for access versus Feature
Goup C (FGC) for local. W note that FGD signaling, also referred to
as Equal Access signaling, is enployed on access trunks so that end
users may choose their interexchange carrier (IXC). Wtness Minsel
also affirns that the physical facilities do not differ, only how
they are set up, since the switch actually does the signaling.
Therefore, we find that it is technically feasible to provide nmulti -
jurisdictional trunks from an engi neering standpoint.
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We next considered whether nulti-jurisdictional trunks are
technically feasible froma billing perspective. Verizon wtness
Munsel | testifies and provi des evidence that Sprint has not resol ved
operational issues surrounding duplicate billing. W note that
Sprint's witness Hunsucker was unable to respond to inquiries of
duplicate billing. Wtness Hunsucker does testify that currently
Sprint is in the process of testing its billing systemfor VAD. He
adds that the tests are being done internally, asserting that Sprint
has "not offered to test the systemwth Verizon, nor has Verizon
offered to test the systemwith us."” It is perplexing to us that
Sprint seeks to introduce a billing systemnodification that woul d
make it technically feasible to reclassify "00-" traffic based upon
the end points of the call, but Sprint has not sought input from
Verizon or the Ordering and Billing Forum (OBF). W note that the OBF
is a group of industry participants that neet to discuss and resol ve

i ssues affecting standards in ordering, billing, and other related
i ssues. W agree with Verizon's witness that the magnitude of
i naccurate or duplicate billing is imeasurable. Mreover, we are

persuaded that other carriers may be adversely affected, because

...Verizon will not be able to "separate" the exchange access traffic
destined for a third party CLEC fromthe local traffic also destined
for a third party CLEC

Consequently, we do not find that multi -jurisdictional trunks are
technically feasible froma billing perspective at this tine.

Regar dl ess of whether "00-" traffic originates and term nates in the
sane |local calling area, Verizon wi tness Miunsell testifies that
Sprint should pay access charges. He contends that historically "00-"
traffic has been considered access traffic. Wtness Minsell asserts
that the switch identifies the trunk group on which the call should
be placed by the end user's dialing pattern. The facilities over
which VAD traffic would traverse are access facilities, as ordered by
Sprint-the-1XC fromthe access tariff. W agree that traditionally
"00-" calls have been considered access. However, we believe that our
decision in the Sprint/Bell South Arbitration Order renoved the
presunption that we nust rely on the traditional conpensation
nmechani sm for "00-" traffic.
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For 00- traffic routed over access trunks, the appropriate
conpensation schene shall be preserved for each jurisdiction of
traffic that is conbined, i.e., local and intra/interLATA

O der No. PSC-OL-1095-FCF-TP, p.38

To address cost responsibility, we refer to FCC Rule 51.701(e), which
reads:

Reci procal conpensation. For purposes of this subpart, a reciproca
conpensati on arrangenment between two carriers is one in which each of
the two carriers receives conpensation fromthe other carrier for the
transport and term nation on each carrier's network facilities of

tel ecommuni cations traffic that originates on the network facilities
of the other carrier.

Verizon witness Munsell interprets this rule to limt paynent of

reci procal conpensation to calls that originate on one carrier's
network and term nate on another carrier's network. Though pl ausi bl e,
we find that Verizon's interpretation may be unduly narrow. W
interpret reciprocal conpensation to enconpass cost recovery between
carriers for any term nating tandem sw tching, end office sw tching,
and transport when local traffic is exchanged between carriers. In

t he scenario where a Verizon end user places a |local call via VAD 00-
, it is clear to us that a call is exchanged between Sprint and
Verizon. Based sol ely upon the discretion of the end user, this |ocal
call nmay termnate to a Verizon, Sprint, or third-party ALEC fromthe
VAD platform Wen Verizon's end users originate VAD cal |l s that

term nate back to a local Verizon end user, we find that traffic has
been exchanged between carriers. Al though the call may originate and
finally termnate with the sane carrier, we agree with Sprint that
the introduction of an internediate carrier, Sprint, qualifies the
call as telecomunications traffic exchanged between carriers.

We acknow edge Verizon's reference to 11034 of the FCC s First Report
and Order, where witness Minsell points out that the FCC concl uded
that an | XC was not entitled to receive reciprocal conpensation for
calls passed to a LEC. W agrees with Verizon's interpretation of the
par agr aph; however, we find that 71034 affirnms Sprint's position

rat her than Verizon's.
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W disagree with Frontier's contention that section 251(b)(5)
entitles an I XC to receive reciprocal conpensation froma LEC when a
| ong-di stance call is passed fromthe LEC serving the caller to the
| XC. Access charges were devel oped to address a situation in which
three carriers -- typically, the originating LEC, the | XC, and the
termnating LEC -- collaborate to conplete a |ong-distance call ...
(Enphasi s added)

FCC 96-325, 11034

W believe the circunmstances surrounding VAD traffic differ. First,
Sprint w tness Hunsucker testifies that VAD will be offered by
Sprint-the-ALEC, not Sprint-the-1XC. Second, we find that Sprint's
VAD offering does not fit the FCC s situation for "access charges" as
described in 71034. W note that the traffic addressed in this issue
is not "long distance" traffic; it originates and term nates wthin
the sane local calling area. Modreover, Sprint does not seek to
recei ve reciprocal conpensation; Sprint is proposing to pay

reci procal conpensation rates.

Further, we refer to FCC Order No. 01-27, which reads:

The call conpletion service of conpetitive DA providers for intra-
exchange traffic is unquestionably |local in nature, and the charge
for it, generally inposed on an end user, qualifies as an "exchange
service charge.”

FCC 01-27, 1919

Again, we find that Sprint's VAD/ 00- service qualifies as a user
defined DA-styled service. W understand Verizon's position with
respect to the traditional classification of "00-" traffic. However,
Verizon admts that if Sprint-the-ALEC obtai ns another NXX for VAD
calls that are not routed to Sprint's POP, Verizon would not oppose
Sprint's proposal. Based on the record, we find that it is not
technically feasible to assign conpetitive DA providers an NXX, since
desi gnated carrier NXXs would have to be reserved on a nationw de
basis. Due to the |imted quantity of nunbering resources and the
potential nunber of conpetitors who may request a NXX, we believe
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that Sprint's proposal is one of the few ways, if not the only way,
that conpetitive DA nay be provided. W note that Verizon

acknow edges that there is no presubscription to 411; thus, 411
traffic cannot be routed to a conpetitive provider. Mreover, Verizon
W tness Miunsell admts that he is unsure of how a conpetitive DA
provi der could gain access to |ocal end users.

We find that VAD calls conceptually do not quite fit the traditional
description of local or long distance services. In Section I, we
find that for the purposes of reciprocal conpensation, local traffic
shoul d be defined in the new Sprint/Verizon interconnection agreenent
based upon the end points of a call. As set forth in this issue, the
traffic in dispute clearly originates and term nates in the sane

| ocal calling area. Accordingly, it appears evident that reciproca
conpensation should apply. However, "00-" calls traverse Sprint's
POP, whi ch suggests that access charges should apply. Thus, there is
a question as to the appropriate conpensation for this type of
traffic.

Sprint proposes to conpensate Verizon for originating transport and
term nating tandem switching, transport, and end office switching at
TELRI C-based rates. In effect, Sprint's proposal is a hybrid. W
observe that Sprint's proposal conpensates Verizon for cal
origination and termnation, which is simlar to the access
conpensati on mechani sm applicable to toll traffic. However,

consi stent with conpensation for local traffic, Sprint's proposed
rates are TELRI C-based. Verizon w tness Miunsell affirns that Verizon
woul d recover its costs for conpletion of the calls at TELRI C based
rates. Therefore, we are persuaded that Sprint's proposal for
conpensation certainly covers the costs that Verizon would incur. W
are al so persuaded that VAD/00- traffic that originates and

term nates on Verizon's network within the sanme |ocal calling area,
shoul d be conpensated in the manner proposed by Sprint. Wile we are
hesitant to establish an apparent precedent by accepting Sprint's
proposal to pay the originating transport of a local call, we find

t hat because Sprint volunteered to pay the transport, the order would
not be in conflict with FCC Rule 51.703(b), which reads:

A LEC may not assess charges on any other tel ecommunications carrier
for local telecommunications traffic that originates on the LEC s
net wor K.

The rul e does not appear to prohibit Sprint fromvoluntarily paying
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charges for traffic originated on another carrier's network.

We note that Sprint w tness Hunsucker agrees that if we determ ne
that | ocal calls conpleted via VAD shoul d be conpensated as local in
Verizon's territory, he believes the sanme conpensati on nechani sm
shoul d apply to conpetitive DA providers in Sprint's territory.

We recogni ze that other state comm ssions have denied Sprint's
proposal on conpensation for VAD calls. In response, we note that the
parties agree that FCC rules allow carriers to provide conpetitive
DA. W also note that when DA traffic term nates in the sane | ocal
calling area as it originates, the FCC concluded that the traffic is
"unquestionably local in nature, and the charge for it, generally

i nposed on an end user, qualifies as an 'exchange service

charge'." (FCC 01-27, 919)

C. Deci sion

Until such tine that Sprint denonstrates to Verizon or this

Commi ssion that its billing systemcan separate multi-jurisdictional
traffic transported on the sanme facility, we find that Sprint should
not be allowed to utilize multi-jurisdictional trunks. W trust that
Sprint will work cooperatively with Verizon and the Ordering and
Billing Forumon its billing system

When Sprint denonstrates to Verizon or this Conm ssion that its
billing systemcan separate nmulti-jurisdictional traffic transported
on the same facility, we find that Sprint's proposal for conpensation
shoul d apply to "00-" calls that originate and term nate on Verizon's
network within the sane |ocal calling area.

V. PROVI SION OF CUSTOM CALLI NG FEATURES AND APPROPRI ATE RATE

Sprint witness Felton clains that this Conmm ssion has previously
ruled inits favor on this very issue in the Sprint/Bell South
arbitration, Docket No. 000828-TP. He states that "this Conmm ssion
ordered Bell South to provide [to Sprint] vertical features on a
stand- al one basis at whol esale rates.” The w tness asserts:
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The facts in the Bell South-Florida case are nearly identical to the
facts presented in this case. Bell South argued that it does not offer
its CustomCalling Services to its end-users on a stand-al one basis
and that these services nust be purchased in conjunction with basic
t el ephone service. This Commi ssion agreed with Sprint that

Bel | South's reasoning for not offering its Custom Calling Services
for resale on a stand-al one basis is flawed, because Bell South's
condition for purchase is distinct fromthe product itself. This
Commi ssion said that Bell South is not being asked to di saggregate a
retail service into nore discrete retail services since the features
t hensel ves are the service at issue. The Conm ssion ordered that,
"Bel | South shall be required to make its Custom Calling features
avai lable for resale to Sprint on a stand-al one basis."

Wtness Felton states that the Comm ssion based its deci sion on
provi sions of Section 251 (c)(4)(A) of the Act.

As in the Bell South case, the crux of this issue cones down to two
things: an interpretation of tariff restrictions, and a review of
1939 of the FCC s First Report and Order in CC Docket No. 96-98 (FCC
96- 325). Sprint witness Felton states that the 10th Revi sed Page 10
of Verizon's Ceneral Services Tariff states in part that "Smart Cal
Services are furnished in connection with individual |ine service."
The witness interprets this to nean that Verizon believes "its tariff
allows it to refuse to nmake vertical features available for resale

wi t hout al so purchasing a |ocal |oop, or dial tone.” Wtness Felton
believes that Verizon tariff restrictions that apply to end users
should not apply to Sprint. Gting FCC Order 96-325, witness Felton
asserts:

The FCC, in its Local Conpetition Oder, 1939, found unequivocally
that "resale restrictions are presunptively unreasonable” and this

i ncludes "conditions and limtations contained in the incunbent LECs
underlying tariff." Additionally, the FCC said that "[i]ncunbent LECs
can rebut this presunption [only] if the restrictions are narrowy
tailored."” The FCC explained that the presunption exists because the
ability of ILECs to inpose resale restrictions and limtations is
likely to be evidence of market power, and may reflect an attenpt by
|LECs to "preserve their nmarket position.”

file://W:\site\utilityregulation.com\protected\orders\pl %620new%20orders\tel ecom\cleared%20... 4/9/03



The wi tness believes that the | LEC [ Verizon] nust denonstrate that it
is reasonabl e and non-discrimnatory to apply the restrictioninits
tariff to an ALEC. "The burden of proof is on Verizon," he states, to
overconme what he clains is Verizon's attenpt to tie the provision of

| ocal dial tone and customcalling services together. In addition to
this Comm ssion, three other state conm ssions have ordered an |ILEC
to provi de stand-al one vertical features at whol esal e rates:

Cal i fornia, Texas, and North Carolina.

The Sprint witness states that basic |ocal service and verti cal
features are two distinct retail services. Wtness Felton offers the
f ol | owi ng:

Many products and services have been devel oped, or are under

devel opnent, which require a Smart Call Service as a conponent for
the product or service to work optimally. An exanple of just such a
product is Unified Communications, which allow nessages to be
retrieved fromvarious electronic devices, i.e., retrieve voice nai
froma conputer or e-nmail froma tel ephone. [sic] This requires the
use of one mailbox for all of a custonmer's voice nessages. For this
to work properly, the custoner nust have Call Forwardi ng Busy Line
and Call Forwarding Don't Answer. This is just one exanple of a
service that could be deployed using a stand-al one Smart Call Service
as a conponent.

Sprint's witness also states that a subsequent resale is a non-issue
as well. He states:

The fact that another CLEC provides a custoner's basic service should
not preclude Sprint (or another CLEC) from providing optional
services to that same custoner . . . [For] exanple, assume Sprint
resells a vertical feature to an end-user for whom Verizon is the
basic | ocal service provider. If that custonmer then chose a CLEC
other than Sprint as their basic |ocal service provider but did not
wi sh to purchase the vertical service in question fromthe CLEC, then
no problem arises since basic |local service and the vertical feature
are two distinct retail services . . . If the custonmer . . . chose to
purchase the vertical feature in question fromthe CLEC, then Sprint
woul d be obligated to relinquish the vertical feature to the CLEC

Wtness Felton acknow edges that Sprint could procure the vertical
features it seeks from Verizon on a retail basis, but "this would be
| ess than optimal for three reasons,” clainms wtness Felton:
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First, Sprint would be forced to pay retail, rather than whol esal e,
rates. Sprint . . . is entitled to purchase from Verizon at whol esal e
prices those tel ecommuni cations services that Verizon sells at retai
to end-users. Second, Sprint would be forced to deal with Verizon as
an end-user custoner rather than the way Congress and the FCC

i ntended, as an interconnecting carrier . . . . Third, if Sprint is
treated as an end-user . . ., [it] could expect to receive and nanage
t housands of paper bills in nmuch the sanme format Verizon utilizes for
its own end-users, rather than a nechanized billing systemit
utilizes when billing carriers with whomit has a whol esal e

rel ati onship.

Such treatnent would prevent Sprint fromacting as a true conpetitor
to Verizon, something that "clearly is discrimnatory,"” according to
wi t ness Fel t on.

In pursuit of this issue, Sprint seeks |anguage in the

i nterconnection agreenent that would allow it to purchase vertical
features from Verizon on a "stand-al one"” basis w thout the
restriction of having also to purchase basic |ocal service for
resale. Sprint's proposed contract |anguage is:

Resale of Smart Call Services and other vertical features. Except as
expressly ordered in a resale context by the relevant state

Commi ssion in the jurisdiction in which the services are ordered,
Smart Call Services and other vertical features shall be avail able
for resale on a stand-al one basis subject to the whol esal e di scount.

Verizon's witness Dye believes the scope of this issue is fairly
narrow, asserting that the debate concerns the applicability of the
whol esal e di scount rate, not the provision of stand-alone vertica
services. The wi tness states:

The issue is not whether Sprint may purchase customcalling features
for resale w thout purchasing Verizon's dial tone service: it can.
The [true] issue is how nuch Sprint nmust pay for those services when
it purchases themon what is known as a "stand-al one" basis - that
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is, without concurrently purchasing Verizon's dial tone service.
Because Verizon only offers its customcalling features at retail to
custonmers who concurrently purchase Verizon's dial tone service,
Verizon has no obligation under 8 251(c)(4) to provide Sprint with
those features on a stand-alone basis at the § 252(d)(3) whol esal e
di scount rate.

Verizon proposes to allow Sprint to purchase and resell vertica
features on the same terns and conditions it offers to Enhanced
Service Providers ("ESPs").

According to witness Dye, Verizon's retail custoners nust purchase
basic dial tone service in order to use its customcalling features
offered at retail. Basic |ocal service and customcalling features
are priced individually, states witness Dye. "A retail custoner may
order the dialtone service without any customcalling features, [but]
the reverse is not true,” according to witness Dye. According to
Verizon's General Services Tariff, Section Al3.14, 11th Revi sed Page
10, "calling services are furnished in connection wth individual
Iine service exclusive of sem public tel ephone service, CENTREX,
CentraNet ® and PBX trunk lines."” Sprint, however, is requesting that
Verizon be required to offer its retail customcalling features for
resale at a Section 252(d)(3) whol esal e di scount rate w thout the
concurrent purchase and resale of the basic dial tone service,
according to Verizon witness Dye.

W tness Dye di scusses his understanding of the paraneters of the
whol esal e di scount obligations for |ocal exchange carriers in the
Act :

[1]t is my understanding that the Act requires incunbent |oca
exchange carriers ("ILECs") "to offer for resale at whol esale rates
any tel ecommuni cations service that the carrier provides at retail to
subscri bers who are not tel ecommunications carriers.” 47 U S. C. § 251
(c)(4). As expl ained above, Verizon does not offer customcalling
features on a stand-alone basis at retail. Accordingly, it is ny
understanding that to the extent Sprint seeks to purchase and resel

t hese services in a manner inconsistent with how Verizon offers them
at retail, it does so outside the context of 8§ 251(c)(4) and woul d
not be entitled to the § 252(d)(3) discount.
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The wi tness believes the FCC affirnms Verizon's position in {877 of
the FCC s First Report and Order (FCC 96-325). Therein, the FCC
stated that ILECs are not required to "disaggregate a retail service
into nore discrete retail services." The witness believes "an
offering of customcalling features on a stand-al one basis woul d be
tant amount to an inperm ssi bl e disaggregation of Verizon's 'retai
service into nore discrete retail services.'" In order to avail
itself of the Section 252(d)(3) wholesale discount, Sprint nust
purchase customcalling features on the same ternms and conditions as
Verizon's retail custoners, according to w tness Dye.

Verizon, however, does provide customcalling features to whol esal e
custoners w thout the associated dial tone line, but the provision
thereof is not at the Section 252(d)(3) whol esal e di scount. Wtness
Dye expl ai ns:

Veri zon provides the network capabilities of various customcalling
features to virtually any entity that subscribes to the services

of fered under Verizon's General Services Tariff, Section Al13.33 .

[ E] nhanced Service Providers or "ESPs," resell customcalling
features to the Verizon dial tone subscriber as part of an enhanced
service offering such as voice nessagi ng. The provision of custom
calling features under Section A13.33 . . . is not a retail offering,
but a whol esal e/resale offering that predates the Act, and is not
subject to the resale obligation of 8§ 252(c)(4) or the 8§ 252(d)(3)

di scount.

The witness believes allowing Sprint to purchase the sane service at
a whol esal e di scount would be "unfair" to the ESPs. Wtness Dye
bel i eves that ESPs and Sprint intend to use Verizon's custom calling
features in a simlar manner, and states that Verizon in no way woul d
restrict Sprint's use or resale of the stand-al one customcalling
features. "Sprint can purchase customcalling features . . . fromthe
sanme Verizon tariff (i.e., under Section Al3.33) and at the sane
rates as ESPs for resale to its custoners while Verizon continues to
provide the directly associated dial tone line," states w tness Dye.

Verizon's wtness Dye states that whol esal e discounts on retai
servi ces are based upon an avoi ded cost analysis. The w tness
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expl ai ns that such an analysis "considers what costs Verizon wll
avoi d should it cease to provide retail dial tone service." Wtness
Dye asserts:

Verizon's current 8 252(d)(3) whol esal e di scount was derived by
exam ning the total (conbined dial tone Iine and customcalling
feature) retail expense avoi ded when sal es and ordering processes
change fromretail to wholesale. It would be unfair and inconsistent
with the avoided cost analysis used to calculate the § 252(d)(3)

whol esal e discount if that discount is applied in a context in which
Verizon continues to provide the retail dial tone service.

The witness states that there is not any nmeasurabl e data from which
to calculate a Section 252(d)(3) discount for stand-al one custom
calling features. He states, "Verizon will avoid few, if any, costs
because the majority of sales, ordering, and billing costs would
remai n associated with [the] basic dial tone |line, for which Verizon
woul d renmai n responsi ble.”™ To sumup these assertions, wtness Dye
st at es:

Verizon's retail and 8§ 252(d)(3) wholesale rates are devel oped based
on how Verizon offers its services at retail. Consistently, 8§ 252(c)
(4) [sic] only requires Verizon to offer for resale at § 252(d)(3)
discounted rates . . . [for] tel ecommunications services consistent
with Verizon's offering of those services at retail. To allow Sprint
to "disaggregate” Verizon's retail offerings and yet get a di scount
cal cul at ed based on Verizon's retail service is sinply unfair and
inconsistent wwth the requirements of the Act.

According to its brief, Verizon does not believe this Comm ssion
should require it to give a Section 252(d)(3) avoided cost discount
to Sprint for the resale of stand-al one vertical features. Verizon
notes inits brief that it does not offer these stand-al one features
at retail and would not avoid the costs contenplated by the Section
252(d) (3) avoided cost cal cul ation

B. Analysis
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As previously nentioned, this issue involves two interrelated topics:
first, whether Verizon should be required to provide vertica

features to Sprint on a stand-al one basis; and second, if so, whether
t he whol esal e di scount rate should apply for the provisioning of

t hose features.

We observe that prior to the recent Bell South/ Sprint arbitration
case, Docket No. 000828-TP, the issue described herein had not been
previously addressed in Florida. The matter in the instant proceeding
appears to be substantially simlar to that which was decided in the
Bel | Sout h/ Sprint arbitration case, although the wording of the issue
in this arbitration case specifically identifies an additiona
consideration that the prior case did not, and that is whether the
whol esal e di scount rate in Section 252(d)(3) should apply. W al so
point out that in the Bell South/ Sprint case, we acknow edged

Bel | South's concern over the question of the "technical feasibility"
of provisioning stand-al one customcalling features. (Order No. PSC
01- 1095- FOF-TP at p. 12) However, Verizon makes no such argunent
here, and as such, we find that "technical feasibility"” is not an

i ssue between these two parties.

Thr oughout their argunment of this issue, each party cites to the Act
-- nore specifically, to Section 251(c)(4) and Section 252(d) (3):

SEC. 251. [47 U.S.C. 251] | NTERCONNECTI ON.

(c) ADDI TI ONAL OBLI GATI ONS OF | NCUVBENT LOCAL EXCHANGE CARRIERS. -
In addition to the duties contained in subsection (b), each

i ncunbent | ocal exchange carrier has the follow ng duties:

(4) RESALE. -The duty-

(A) to offer for resale at whol esale rates any tel ecommuni cations

service that the carrier provides at retail to subscribers who are
not tel ecomruni cations carriers; and

(B) not to prohibit, and not to inpose unreasonabl e or discrimnatory
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conditions or limtations on, the resale of such tel ecomunications
service, except that a State comm ssion may, consistent with

regul ations prescribed by the Conmm ssion under this section, prohibit
a reseller that obtains at whol esale rates a tel ecomruni cati ons
service that is available at retail only to a category of subscribers
fromoffering such service to a different category of subscribers.

SEC. 252. [47 U.S.C. 252] PROCEDURES FOR NEGOTI ATI ON, ARBI TRATI ON,
AND APPROVAL OF AGREEMENTS.

(d) PRI Cl NG STANDARDS. -

(3) WHOLESALE PRI CES FOR TELECOVMUNI CATI ONS SERVI CES. - For the

pur poses of section 251 (c)(4), a state Comm ssion shall determ ne
whol esal e rates on the basis of retail rates charged to subscribers
for the tel ecommuni cations service requested, excluding the portion
thereof attributable to the marketing, billing, collection, and other
costs that will be avoided by the |ocal exchange carrier.

Sprint witness Felton contends the facts in the Bell South/ Sprint case
are nearly identical to the facts presented in this case. He states

t hat Bell South and Verizon presented simlar argunments: first, custom
calling services are not offered to end users on a stand-al one basis;
and second, a request for a stand-al one product nmay conflict with the
FCC s "di saggregation” argunent, as found in {877 of FCC 96-325.

Par agraph 877 of FCC 96-325 reads in part:

On the other hand, section 251(c)(4) does not inpose on incunbent
LECs the obligation to disaggregate a retail service into nore
discrete retail services. The 1996 Act nerely requires that any
retail services offered to custoners be made avail able for resale.

W note that in the Bell South/ Sprint case, we did not agree with
either of Bell South's contentions. (Order No. PSC-01-1095-FOF- TP at
pp. 11-12)

According to Verizon wi tness Dye, "Sprint seeks to purchase and
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resell these [vertical] services in a manner inconsistent with how
Verizon offers themat retail.” Verizon witness Dye believes his
conpany's position is supported by 1877, because |ILECs are not
required to "di saggregate a retail service into nore discrete retai
services." The witness believes "an offering of customcalling
features on a stand-al one basis woul d be tantanmount to an

i nper m ssi bl e di saggregati on of Verizon's 'retail service into nore
discrete retail services.'" W disagree, since Verizon relies upon
the restrictions in its General Services Tariff. W note that Y939 of
FCC 96-325 addresses resale restrictions. Paragraph 939 of FCC 96- 325
provides in part:

We conclude that resale restrictions are presunptively unreasonabl e.
| ncunbent LECs can rebut this presunption, but only if the
restrictions are narrowmy tailored. Such resale restrictions are not
limted to those found in the resal e agreenent. They incl ude
conditions and limtations contained in the incunbent LEC s

underlying tariff . . . Recognizing that incunbent LECsS possess
mar ket power, Congress prohibited unreasonable restrictions and
conditions on resale . . . Gven the probability that restrictions

and conditions may have anticonpetitive results, we conclude that it
is consistent with the proconpetitive goals of the 1996 Act to
presume resale restrictions and conditions to be unreasonabl e and
therefore in violation of section 251(c)(4)

Furthernore, as witness Felton states, "the services [stand-al one
customcalling features] Sprint seeks to resell are already

di saggregated from basic |ocal service." He notes the Comm ssion
found Bell South's reasoning in the Sprint/Bell South arbitration

fl awed "because Bel |l South's condition for purchase is distinct from
the product itself.” Qur decision is set forth in Order No. PSC 01-
1095- FOF- TP, issued on May 8, 2001, in Docket No. 000828-TP.

Verizon witness Dye argues vigorously against the applicability of
the Section 252(d)(3) whol esal e di scount for stand-al one custom
calling features. The bul k of Verizon's argunent is targeted at this
consi deration. Verizon proposes to allow Sprint to purchase and
resell stand-alone vertical features on the sane terns and conditions
it offers to ESPs, subject to and offered under Verizon's General
Services Tariff, Section Al13.33, and with no whol esal e di scount,
according to its witness Dye. In order to avail itself of the Section
252(d) (3) whol esal e di scount, Sprint must purchase customcalling
features with the associated |ine, subject to the sane terns and
conditions as Verizon's retail customers, according to witness Dye.
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Whol esal e di scounts on retail services are based upon an avoi ded cost
anal ysis, according to witness Dye. The wi tness believes that
"Verizon's current § 252(d)(3) whol esal e di scount was derived by
exam ning the total (conbined dial tone Iine and customcalling
feature) retail expense avoi ded when sal es and ordering processes
change fromretail to whol esale.” However, w tness Dye believes that
there is no neasurable data fromwhich to calculate a Section 252(d)
(3) discount solely for stand-al one customcalling features. He
states that Verizon "will avoid few, if any, costs because the
majority of sales, ordering, and billing costs would remain
associated with [the] basic dial tone Iine, for which Verizon woul d
remai n responsible.”

W observe that Section 251(c)(4)(A) provides, in pertinent part,
that I LECs have the duty to resell "at whol esal e rates any

t el econmuni cations service that the carrier provides at retail,"
subject to the pricing standard in Section 252(d)(3). We can find no
exenption fromthis requirenent for the customcalling/vertical
features addressed herein, nor has Verizon identified any such
exenption in this record. Thus, while we find Verizon's argunents
somewhat persuasive froma practical perspective, it appears that the
Act requires that these services be offered at a whol esal e di scount
rate.

We note that Verizon's current whol esal e di scount rate was
establ i shed in Docket No. 960847-TP. Based on a cursory review, it
appears that all subsequent resal e agreenents involving Verizon
(f.k.a. GIE Florida, Inc.) have included the sane whol esal e di scount
rate for all resold services, 13.04% To cite a recent exanple, in
Docket No. 010690- TP, Progress Tel econmuni cati ons Corporation adopted
the terns of the interconnection, resale and unbundling agreenent

bet ween Veri zon-Florida, Inc. and Parcom Communi cations, |ncorporated
(PCl) that reflect the "avoided cost discount for all services,
excluding OS/DA, is 13.04%" (Appendix Cin PCl agreenent)

Sprint did not address or rebut witness Dye's statenents regarding
how Veri zon cal cul ated its whol esal e di scount, or whether the

cal cul ation was nade based on the total avoided retail expense (line
plus customcalling features). That Verizon w tness Dye all eges that
"no neasurable data [exists] fromwhich to calculate a §8 252(d) (3)

di scount for stand-alone customcalling features.” Absent such a

cal cul ation, Verizon's current whol esal e di scount rate of 13.04%
establi shed in Docket No. 960847-TP for all services, is the only
avai |l abl e di scount percentage that can be used to satisfy the resale
pricing standard in Section 252(d)(3). However, we find that Verizon
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shoul d be allowed to cal cul ate an avoi ded cost discount rate
specifically for stand-alone customcalling features, if it so
chooses. Absent such a rate, we find the parties should use Verizon's
current whol esal e discount rate of 13.04% If and when Verizon has
cal cul ated the feature-specific avoided costs, we find that Verizon
shoul d present its findings to this Comm ssion for review. Upon this
our approval, the feature-specific discount rate should replace the
13. 04% whol esal e di scount rate for stand-al one custom calling
features, effective wwth the date of a Conm ssion order, or in a
time-frame nutual ly agreeabl e between the parties.

C. Deci sion

Therefore, based on the preceding analysis, for the purposes of the
new Sprint/Verizon interconnection agreenent, Verizon shall be
required to provide customcalling/vertical features, on a stand-

al one basis, to Sprint. The provision of these services shall be at
Verizon's current whol esal e discount rate for all resold services,
13.04% The current whol esal e di scount rate shall apply until such
time as Verizon may choose to cal culate, and this Conmm ssion
approves, an avoi ded cost calcul ation that specifically addresses
st and- al one customcal | i ng features.

V. APPLI CABI LI TY OF REVI SI ONS TO VERI ZON' S COLLOCATI ON TARI FF

A. Argqunents

Sprint asserts that if they are bound by subsequent Verizon tariff
revisions prior to explicit approval of the revisions by this

Commi ssion, said revisions would be "unilateral” changes to the
parties' interconnection agreenent. Sprint asserts this would
essentially allow Verizon to avoid interconnection obligations.
Sprint asserts that its proposed | anguage preserves Verizon's right
to revise its tariffs, so long as such action is undertaken in a fair
and equi table manner in which Sprint has the opportunity to
participate in a nmeaningful fashion, before the changes becone
effective.

Sprint further asserts that Section 251(c)(1) of the
Tel ecommuni cati ons Act of 1996 requires the parties to negotiate in
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"good faith" the "particular ternms and conditions" of an

i nterconnecti on agreenent, and as a result any obligations arising
under a contract by referring to non-negotiable tariffs is a
violation of the good faith requirenent. Verizon states that Sprint
has already agreed in the draft interconnection agreenent to the

i ncorporation of future tariff revisions by virtue of the parties
inclusion of Article Il, Section 1.5, Tariff Oferings, which

provi des both parties the right to nodify tariffs that woul d becone
automatically applicable after notice has been given to the other

party.

Verizon further asserts that in order to remain consistent and
uniformin its provision of products and services to all ALEGCs,
future revisions of its tariffs need to be imedi ately applicable

t hrough various interconnection agreenents. Verizon wtness R es
contends that Sprint's proposed | anguage provides Sprint with a
collocation price arbitrage opportunity that no other carrier would
have unless it adopted Sprint's agreenent with Verizon. Verizon
argues that this would allow Sprint an unfair conpetitive advantage
over those carriers that nust purchase fromthe tariff.

B. Analysis

We recogni ze the inportance of ensuring equal conpetitive
opportunities for all carriers. W agree with Verizon witness Ries
that allow ng the incorporation into the parties' agreenent of
Sprint's proposed | anguage granting themauthority to contest future
collocation tariff revisions before Sprint is bound, allows Sprint to
gain an unfair conpetitive advantage over its fell ow conpetitors in
the ALEC market. Pursuant to Section 364.051, Florida Statutes,
tariff revisions made by price-regulated ILECs are "presunptively
valid" and applicable to those carriers that nmust purchase fromthe
tariff. Inclusion of Sprint's proposed | anguage woul d place Sprint in
t he uni que position of not initially being bound to Verizon's revised
collocation tariff, while other ALEC conpetitors, who have not
adopted the Sprint/Verizon agreenent, would be bound by such
revi si ons.

Thi s Comm ssion has previously addressed the issue of whether an

i nt erconnecti on agreenent can be nodified by subsequent tariff
filings. In the AT&T/MCI/GIEFL Arbitration Order, this Conm ssion
hel d that GIE "should not be permtted to unilaterally nodify an
agreenent reached pursuant to the Act by subsequent tariff filings."
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ld. at 145. However, we did find that "...interconnection agreenents
bet ween GIEFL and AT&T and MCI may be nodified by subsequent tariff
filings if the agreenents contain express | anguage permtting

nodi fication by subsequent tariff filing, such as a cl ause
establishing a contractual requirenment with specific reference to a
tariff provision." Id. at 146. We find that Verizon's proposal
enbodi es our finding in the AT&T/ MClI/ GTEFL Arbitration O der by
requiring a provision in the agreenent that makes specific reference
to Verizon's collocation tariff.

We believe, nor does Sprint contest, that Sprint would have a renedy
if a provision in the parties' agreenent included specific reference
to Verizon's collocation tariff. However, inplicit in Sprint's
argunent is that if Verizon nmakes a revision to its collocation
tariff, Sprint's renedy is inadequate. W disagree. Sprint may file a
petition with this Conmm ssion pursuant to Section 364.058(1), Florida
St at utes, which provides "Upon petition or its own notion, the

comm ssion may conduct a limted or expedited proceeding to consider
and act upon any matter within its jurisdiction.” Therefore, we find
Sprint may petition this Conmm ssion to cancel any subsequent Verizon
collocation tariff revisions.

Furthernmore, we can require a refund if the tariff is determ ned not
to be in conpliance, because any revenues collected during the period
the tariff was in effect would have been coll ected under an invalid
tariff. In addition, we note that under appropriate circunstances we
may al so be able to inplenent the additional renedy of requiring that
tariff revenues be held subject to refund pending resolution of a
tariff dispute, which would ensure that nonies would be avail able for
refund should Sprint prevail in a tariff dispute.

C. Deci sion

We find that changes made to Verizon's Conm ssi on-approved
collocation tariffs, made subsequent to the filing of the new
Sprint/Verizon interconnection agreenent, should supercede the terns
set forth at the filing of this agreenent. Furthernore, we find that
this be acconplished by including specific reference to the Verizon
collocation tariffs in the parties' interconnection agreenent.
However, we find that Sprint shall retain the right, when it deens
appropriate, to contest any future Verizon collocation tariff
revisions by filing a petition with this Conm ssion.
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VI. COLLOCATI ON OF VERI ZON EQUI PMENT I N SPRINT'S CENTRAL OFFI CE

A. Argunents

Verizon witness Reis testifies that Section 251(a) of the

Tel ecommuni cations Act (the Act) inposes a duty on al

t el econmuni cations carriers "to interconnect directly or indirectly
with the facilities and equi prent of other tel econmunications
carriers." He contends that Verizon should be allowed to collocate as
a reasonabl e neans of interconnection, as opposed to requiring
Verizon to provide transport to Sprint's interconnection points. He
contends that inposing a collocation requirenment on Sprint offers
Verizon the opportunity to provide nore efficient interconnection.

Verizon witness Reis argues that Sprint is a "nonopoly provider of
access to its network"”; thus, requiring collocation is a reasonable
alternative that should be afforded to Verizon

O herwi se, not only could Sprint force Verizon to haul local traffic
over great distances to a distant point of interconnection, but it

could also force Verizon to hire Sprint as Verizon's transport
vendor .

We note that Sprint did not file testinmony on this issue.

B. Analysis

W agree with Verizon that Section 251(a) of the Act inposes a duty
on all carriers "to interconnect directly or indirectly with the
facilities and equi pnent of other tel ecomunications carriers.” [47
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U.S.C Section 251 (a)(1)] However, we believe that Section 251(c) of
the Act contains relevant provisions. Specifically, Section 251(c)(6)
sets forth the collocation obligation:

ADDI TI ONAL OBLI GATI ONS OF | NCUMBENT LOCAL EXCHANGE CARRI ERS. --1n
addition to the duties contained in subsection (b), each incunbent

| ocal exchange carrier has the following duties: [47 U S.C. Section
251 (c)]

COLLOCATION. --The duty to provide, on rates, terns, and conditions
that are just and reasonabl e, and nondi scrimnatory, for physical

col l ocati on of equi pnment necessary for interconnection or access to
unbundl ed network el enents at the prem ses of the |ocal exchange
carrier, except that the carrier may provide for virtual collocation
if the local exchange carrier denponstrates to the State conm ssion

t hat physical collocation is not practical for technical reasons or
because of space limtations. [47 U S. C. Section 251 (c)(6)]

The Act is clear that the provisions contained in Section 251(c),

i ncl udi ng Section 251(c)(6), are the "ADD TI ONAL OBLI GATI ONS OF

| NCUVBENT LOCAL EXCHANGE CARRI ERS." Therefore, we agree with Sprint
that the Act "does not inpose equival ent obligations on CLECs such as
Sprint."

We considered Verizon's claimthat Sprint is the "nonopoly provider
of access to its network"”; however, we do not find that Sprint has a
nmonopol y over access to end users in Verizon's territory.

C. Deci sion

We find that Sprint should not be required to allow Verizon to
collocate its equipnent in Sprint central offices when Sprint is not
t he i ncunbent | ocal exchange carrier. However, we believe that the
parti es should negotiate, since Verizon proposes a reasonabl e neans
to reduce the anmount of transport involved in interconnection.

Based on the foregoing, it is
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ORDERED by the Florida Public Service Commission that the specific findings set forth in this Order
are approved in every respect. It is further

ORDERED that the issues for arbitration identified in this docket are resolved as set forth with the body
of this Order. It isfurther

ORDERED that t he parties shall submt a signed agreenent that conplies
with our decisions in this docket for approval within 30 days of
i ssuance of this Oder. It is further

ORDERED t hat this docket shall renain open pendi ng our approval of
the final arbitration agreenent in accordance with Section 252 of the
Tel ecommuni cati ons Act of 1996.

By ORDER of the Florida Public Service Comm ssion this 7th day of
January, 2003.

/sl Blanca S. Baybé

BLANCA S. BAYQ, Director

D vision of the Conm ssion Cerk
and Adm nistrative Services

This is a facsimle copy. Go to the Commission's Wb site,
http://ww. floridapsc.comor fax a request to 1-850-413-7118, for a copy of the
order with signature.

( SEAL)

AT
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NOTI CE OF FURTHER PROCEEDI NGS OR JUDI Cl AL REVI EW

The Florida Public Service Commission is required by Section 120.569
(1), Florida Statutes, to notify parties of any admi nistrative
hearing or judicial review of Comm ssion orders that is avail able
under Sections 120.57 or 120.68, Florida Statutes, as well as the
procedures and tine limts that apply. This notice should not be
construed to nmean all requests for an admi nistrative hearing or
judicial revieww |l be granted or result in the relief sought.

Any party adversely affected by the Conmi ssion's final action in this
matter may request: 1) reconsideration of the decision by filing a
notion for reconsideration with the Director, Division of the
Commi ssion Clerk and Admi nistrative Services, 2540 Shumard Oak
Boul evard, Tall ahassee, Florida 32399-0850, within fifteen (15) days
of the issuance of this order in the formprescribed by Rule 25-
22.060, Florida Adm nistrative Code; or 2) judicial review by the
Fl orida Suprenme Court in the case of an electric, gas or tel ephone
utility or the First District Court of Appeal in the case of a water
and/ or wastewater utility by filing a notice of appeal with the
Director, Division of the Conm ssion Cerk and Admi nistrative
Services and filing a copy of the notice of appeal and the filing fee
Wi th the appropriate court. This filing nust be conpleted within
thirty (30) days after the issuance of this order, pursuant to Rule
9.110, Florida Rules of Appellate Procedure. The notice of appeal
must be in the formspecified in Rule 9.900(a), Florida Rules of
Appel | ate Procedure.
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