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Introduction 1 

Q. Please state your name, job title and business address. 2 

A. My name is David Rearden and I am a Senior Economist on the Staff (“Staff”) of 3 

the Illinois Commerce Commission (“Commission”) in the Policy Program. My 4 

business address is 527 East Capitol Avenue, Springfield, Illinois 62701. 5 

Q. Please outline your education. 6 

A. I have a Ph.D. (1991) in economics from the University of Kansas. I received a 7 

Bachelor’s degree in economics and history from Eastern Illinois University in 8 

1982, and studied economics at the Southern Illinois University graduate school 9 

from 1982-1984.  10 

Q. Please state your work background. 11 

A. Before joining Staff in 2002, I was a Manager of Regulatory Policy for Sprint 12 

Corporation (“Sprint”) from 1998 until 2001. I wrote and defended testimony 13 

before state regulatory commissions, helped develop policy for Sprint, provided 14 

analysis and advice for the business units and supported other aspects of 15 

Sprint’s external affairs activity.  16 

 I was a Managing Regulatory Economist at the Kansas Commerce Commission 17 

from 1994 until 1997. I wrote and defended testimony on both energy and 18 

telecommunications issues. I was promoted to Chief of Rate Design and 19 

Managing Telecommunications Economist in 1997. I supervised five employees 20 

that analyzed rate design for regulated energy companies in Kansas.  21 
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 I taught economics at the undergraduate and graduate levels at the University of 22 

Kansas (1992-1994) and Cleveland State University (1990-1992). Besides 23 

introductory and basic intermediate courses, I taught public finance, 24 

econometrics and graduate level microeconomics.  25 

Q. Have you filed testimony in Illinois before?  26 

A. Yes, I have prepared written testimony and appeared on the stand for cross 27 

examination in several dockets.  28 

Q. What is the purpose of your direct testimony? 29 

A. According to federal law, the Commission arbitrates disputes that two parties 30 

have identified concerning interconnection agreements (“ICA”).  In this docket, 31 

each party has offered specific language proposals for their ICA. The disputes 32 

have been disaggregated into a series of issues.  Staff advises the Commission 33 

which party’s proposed language it finds to best conform to federal law and 34 

regulations as well as state law and regulations.  I address Issues 2, 33, 36, 37, 35 

39, 40, 41, and 43 in my testimony.  36 

Issue 2:  37 

Can Sprint use the Agreement to exchange its third-party wholesale-customer 38 
PSTN traffic when such third party wholesale customer has obtained its own 39 
NPA-NXXs?  40 

Q. What is Issue 2? 41 

A. Sprint seeks to retain the option to use the ICA to provide interconnection for 42 

third-party wholesale customers that don’t use Sprint’s numbering resources, 43 
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when or if it acquires such customers.  AT&T Illinois, on the other hand, wants to 44 

limit the agreement to Sprint’s traffic.  45 

Q. What language does Sprint propose? 46 

A. Sprint proposes to edit one paragraph in the General Terms and Conditions 47 

(“GT&C”) (3.11.4) by adding a sentence.  48 

Although not anticipated at this time, if Sprint provides 49 
wholesale services to a Sprint Third Party Provider that does 50 

not include Sprint providing the NPA-NXX that is assigned to 51 
the subscriber, Sprint will notify AT&T ILLINOIS in writing of 52 
any Third Party Provider NPA-NXX number blocks that are 53 
part of such wholesale arrangement.  54 

It also proposes to add a new paragraph in Attachment 2 (3.1.3).   55 

Nothing in this Agreement shall be construed to prohibit 56 
Sprint from using the Interconnection Facilities to deliver any 57 

Authorized Services traffic to or from any Third-Party. 58 

Both proposals keep open the possibility for Sprint to deliver AT&T Illinois 59 

originated traffic to Third Parties and to transit traffic from Third Parties to AT&T 60 

Illinois under the ICA when those Third Parties do not use Sprint’s numbering 61 

resources.  62 

Q. What language does AT&T Illinois propose? 63 

A. AT&T Illinois opposes these proposed edits by Sprint to the GT&C and 64 

Attachment 2.  It also proposes two new paragraphs in Attachment 2 (3.1.1. and 65 

3.1.2.).   66 

3.1 Terms For Use of Facilities: 67 

3.1.1  Nothing in this Agreement shall be construed as authorizing Sprint to use 68 
the Facilities to deliver land-to-mobile traffic that it receives from AT&T 69 

ILLINOIS to a facilities-based Competitive Local Exchange Carrier 70 
(“CLEC”), or an Incumbent Local Exchange Carrier (“ILEC”), or an Out-of-71 
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Exchange Local Exchange Carrier (“OELEC”) or another CMRS provider 72 
other than Sprint (i.e., the final destination of land-to-mobile traffic 73 
delivered from AT&T ILLINOIS is Sprint’s End Users) and Sprint may not 74 
forward any such traffic to any Third-Party.  75 

3.1.2  Nothing in this Agreement shall be construed as authorizing Sprint to use 76 

the Facilities to aggregate traffic from a facilities-based CLEC, or an ILEC, 77 
or an OELEC, and use the Facilities to deliver such traffic to AT&T 78 
ILLINOIS (i.e., mobile-to-land traffic delivered from Sprint to AT&T 79 
ILLINOIS must be from Sprint’s End Users and may not be from any other 80 
Third Party). For the avoidance of doubt, traffic from another 81 

Telecommunication Carrier’s End Users does not constitute Authorized 82 
Services traffic. 83 

These proposed paragraphs prohibit Sprint from delivering traffic from Third 84 

Parties to AT&T Illinois or terminating traffic from AT&T Illinois to Third Parties 85 

using their own numbering resources under this agreement.  86 

Q. Have the Parties agreed to other language that affects this issue? 87 

A. Yes.  The Parties have agreed to language in GT&C 3.11.2.1 and 3.11.2.1.1 that 88 

resolves Issues 1(b) and 3.  These paragraphs give Sprint the ability to request 89 

the ability to deliver non-CMRS traffic.  It also gives Sprint the ability to arbitrate 90 

the issue.  According to Sprint witness Mr. Burt, the proposed language in 91 

Attachment 2, 3.1.1 and 3.1.2 becomes unneeded.  (Sprint Ex. 1.0, at 36-38.)  92 

AT&T witness Ms. Pellerin, however, argues that these two paragraphs need to 93 

remain.  (AT&T Illinois Ex. 1.0, at 49-50.) 94 

Q. How does Sprint defend its position for Issue 2?   95 

A. Sprint’s argues that it should not be restricted from providing wholesale 96 

interconnection services to potential customers, regardless of whether the 97 

potential customer uses Sprint’s NPA-NXXs or not.  Sprint witness Mr. Burt puts 98 

forth three reasons to support its position.  One, the Federal Communication 99 
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Commission (“FCC”) explicitly endorses wholesale provision of interconnection.  100 

In particular, he cites the FCC’s decision in the Time-Warner Cable declaratory 101 

ruling. (Sprint Ex. 1.0, at 37-41.)  Two, permitting Sprint to supply this service is 102 

pro-competitive, which is the guiding philosophy of the 1996 Act.  Mr. Burt offers 103 

two examples for wholesale customers that might benefit from having a 104 

wholesale provider of interconnection.  (Id., 41-43)  Three, he argues that AT&T 105 

Illinois is able to supply this same service, and admits it will supply this same 106 

service.  Finally, he contends that as a matter of fundamental fairness, the ICA 107 

should be symmetric in granting this right.  (Id., at 43-44) 108 

Q. How does AT&T Illinois respond to Sprint’s proposed language for Issue 2? 109 

A. AT&T Illinois witness Ms. Pellerin offers several reasons why Sprint’s proposed 110 

language is not appropriate.  First, Sprint’s proposed language notes that Sprint 111 

does not currently intend to provide the service.  Thus, the language should not 112 

be in the agreement.  Also, Sprint’s proposal for simply notifying AT&T Illinois 113 

when it does begin routing such traffic to AT&T Illinois is insufficient protection for 114 

technical reasons; AT&T Illinois will not be able to accurately track traffic coming 115 

from those third parties for compensation purposes. (AT&T Illinois Ex. 1.0, at 47-116 

48.)  117 

Q. What other criticisms of Sprint’s proposed language does AT&T Illinois 118 

witness Pellerin make? 119 

A. Ms. Pellerin notes that this agreement is not intended to cover Sprint’s wholesale 120 

traffic.  It is to govern the mutual exchange of traffic between Sprint’s CMRS 121 
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customers and AT&T Illinois customers.  Ms. Pellerin states in her direct 122 

testimony, “Sprint’s language in section 3.1.3 would improperly permit it to use 123 

the Interconnection Facilities (which are priced at TELRIC-based rates) for any 124 

Authorized Services traffic, including traffic for which Sprint is not entitled to 125 

TELRIC-priced facilities.”  (Id., at 50.)  Ms. Pellerin also argues that Sprint’s 126 

proposed language in Attachment 2, 3.11.4 is incompatible with agreed upon 127 

language in Attachment 2, 3.11.2.1.1, the language that settled Issue 1.  128 

Q. Do you agree with Ms. Pellerin that GT&C 3.11.2.1.1 is incompatible with 129 

GT&C 3.11.4? 130 

A. Not entirely.  GT&C 3.11.2.1.1 describes what happens if Sprint wishes to 131 

exchange traffic with AT&T Illinois that does not meet the definitions in GT&C 132 

3.11.2.1(b).  However, it is silent on the traffic’s exact nature.  The language in 133 

GT&C 3.11.2.1.1 does not specifically preclude traffic from Sprint wholesale 134 

customers that use their own NPA-NXXs.  On the other hand, the language 135 

agreed to at GT&C 3.11.2.1.1 offers a way to accommodate Sprint if it wants to 136 

deliver traffic besides traffic that “originates through wireless transmitting and 137 

receiving facilities and that Sprint delivers to AT&T ILLINOIS.”  The method in 138 

this section involves negotiation and possible arbitration, which is a much more 139 

complicated process than Sprint simply notifying AT&T Illinois when it begins 140 

carrying such traffic.  141 

Q. How does AT&T Illinois support its proposed language for Attachment 2 142 

3.1.1 and 3.1.2? 143 



 Docket No. 12-0550 
ICC Staff Ex. 4.0 

 

7 
 

A. In addition to the points that Ms. Pellerin makes in attacking Sprint’s proposed 144 

language, she concludes that AT&T Illinois’ proposed language also clarifies 145 

what the Authorized Services are.  (Id., at 49.)  She further argues that the ICA is 146 

for the “mutual exchange of traffic between the parties’ end users, not for indirect 147 

interconnection with third parties.”  (Id.)  And she states that the trunks used to 148 

exchange traffic that are TELRIC-priced should be limited to land-to-mobile traffic 149 

to Sprint’s end users only.  (Id.) 150 

Q. How do you respond to AT&T Illinois’ arguments? 151 

A. With respect to AT&T’s claim that its proposed language clarifies what 152 

Authorized Services are; that is obviously true, since it completely rules out 153 

providing any wholesale services to any other carriers.   154 

However, although AT&T states that it is concerned with limiting the exchange of 155 

traffic between each other’s end-users, it is willing to provide Transit Traffic 156 

Service for Sprint.  In that case, its primary consideration is identifying whether 157 

the traffic is Intra- or InterMTA.  Similarly, if Sprint is able to provide wholesale 158 

services to Third Parties that do not use its NPA-NXXs, then it seems that 159 

AT&T’s concerns should only be distinguishing between Inter- and IntraMTA 160 

traffic.   161 

Q. What concerns do you have with Sprint’s proposals? 162 

A. There are two interrelated concerns with the proposed language from Sprint.  As 163 

noted above, in Issue 20, Staff asserts that Sprint should not be able to route 164 

InterMTA Traffic over Interconnection Facilities.  (See Staff witness Qin Liu’s 165 
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testimony regarding Issue 20.)  Thus, when Sprint delivers traffic from Third Party 166 

carriers that do not use Sprint’s NPA-NXXs, it may be impossible to determine 167 

whether the traffic is eligible to be routed over Interconnection Facilities, and 168 

consequently, it may not be possible to establish the proper intercarrier 169 

compensation for that traffic.  170 

Q. What is your recommendation on Issue 2? 171 

A. The Parties have developed arrangements to deal with Sprint-delivered, Third 172 

Party traffic via GT&C 3.11.2.1 and 3.11.2.1.1, when the Third Parties use Sprint 173 

NPA-NXXs.  However, AT&T Illinois believes that, at this time, it cannot 174 

accurately track traffic from Sprint if the Third Party does not use Sprint NPA-175 

NXXs.  This is an important technical hurdle to overcome before Sprint could 176 

deliver Third Party traffic for providers that do not use Sprint NPA-NXXs to AT&T 177 

Illinois or terminate traffic to the end-users of those Third Parties from AT&T 178 

Illinois.  This is a key point, because the wholesale traffic must be accurately 179 

tracked and routed to ensure that the appropriate intercarrier compensation is 180 

paid.  Further, Staff and AT&T Illinois both conclude that Sprint should not be 181 

able to use Interconnection Facilities for non-IntraMTA traffic.  Sprint’s proposed 182 

language states that the situation is “…not anticipated at this time[.]”  While that 183 

by itself should not obviate a potential service, it does indicate that Sprint is not 184 

providing the service, and any benefits from it are likely to be difficult or 185 

impossible to achieve at this time.  I, accordingly, recommend that the 186 

Commission adopt AT&T Illinois’ proposed language and reject Sprint’s.  187 
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Issue 33:  188 

What are the appropriate indemnification provisions for charges imposed by the 189 
Third Party Terminating Carrier to (on?) AT&T Illinois?  190 

Q. How do Sprint and AT&T define Transit Traffic? 191 

A. Sprint defines Transit Traffic with respect to indirect interconnection: “Transit 192 

Traffic Service is the means by which carriers achieve indirect interconnection.” 193 

(Farrar Direct, at 16.) That is, Transit Traffic is how AT&T delivers Sprint-194 

originated traffic to a Third Party that is interconnected with AT&T to whom the 195 

call is terminated.  AT&T’s definition is largely the same: “Transit traffic is 196 

telecommunications traffic that originates on one carrier’s network, passes 197 

through an intermediate network (AT&T Illinois’ in this instance), and terminates 198 

on a third carrier’s network.”  (AT&T Illinois Ex. 4.0, at 3.) 199 

Q. How do Sprint and AT&T positions agree on Issue 33? 200 

A. Both parties agree that the Transit Traffic that AT&T delivers to Third Parties is 201 

Sprint’s traffic and that AT&T should be indemnified by Sprint for legitimate 202 

termination fees assessed by the Third Party.  Both also agree that the traffic is 203 

not AT&T’s traffic, and AT&T should therefore not be liable for any fees or 204 

charges that should be assessed to Sprint.  (Id., at 12; Sprint Ex. 3.0, at 9-10.) 205 

Q. What section of the agreement do the parties disagree on in Issue 33? 206 

A. There are two paragraphs in Attachment 2 (5.3.3 and 5.3.4) disputed in this 207 

issue.  Attachment 2, 5.3.3 discusses the case when Sprint does not have a 208 

traffic compensation arrangement with a Third Party to which AT&T is providing 209 

Transit Traffic services.  If a regulatory agency or court supports a claim against 210 
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AT&T Illinois after Sprint is given a chance to participate, then AT&T Illinois 211 

proposes that Sprint indemnify it for “any and all Losses” including “billing and 212 

collection costs.”  Sprint, on the other hand, proposes language in which it 213 

indemnifies AT&T Illinois if a court or regulatory agency supports the Third Party 214 

claim against AT&T Illinois for the 251(b) termination charges only.  215 

 In the paragraph, Attachment 2, 5.3.4, AT&T Illinois proposes an additional 216 

sentence that specifically refers to the situation when Sprint fails to forward the 217 

Calling Party Number (“CPN”) to it.  In that case, AT&T Illinois proposes that 218 

Sprint indemnify it from “any and all Losses” caused by Sprint’s failure to forward 219 

a CPN.  The rest of this agreed-to paragraph requires Sprint to forward a CPN.  If 220 

AT&T Illinois identifies an improper CPN from Sprint, Sprint agrees to take 221 

corrective action and “work cooperatively with AT&T Illinois to correct the 222 

problem.”  (Attachment 2, 5.3.4.)  223 

Q. What are the areas that the parties disagree on in Issue 33? 224 

A. Sprint and AT&T dispute what AT&T has to do to be indemnified for traffic.  225 

Sprint states that it is concerned that unless language in the ICA is clear, AT&T 226 

may too readily agree to pay charges to terminate traffic that are not legitimate, 227 

on the understanding that they can simply be passed on to Sprint.  Farrar states, 228 

“AT&T, however, seeks overbroad and unlimited indemnification that it simply is 229 

not entitled to from Sprint, i.e., for ‘any and all Losses’ related to such traffic.” 230 

(Sprint Ex. 3.0, at 9.)  That is, Sprint seems to be concerned that AT&T Illinois 231 

will behave differently if it believes that it will not ultimately pay any assessed 232 
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charges than if it was liable for the charges.  As a result, Sprint appears to seek a 233 

better guarantee that AT&T does not agree to pay charges too readily.   234 

 Sprint is also concerned with the total amount that it is required to indemnify.  235 

AT&T wants indemnification for “all Losses” that include not just the payments 236 

AT&T has made that Sprint is liable for, but also any interest and assorted “billing 237 

and collection costs.”  Sprint’s proposed language, on the other hand, is more 238 

restricted.  It proposes to indemnify AT&T for any “such valid 251(b)(5) 239 

termination charges related to such regulatory agency or court order.”  (Id., 13-240 

14.)  Sprint also proposes that The Indemnification Procedures of GT&C 16.2 241 

govern indemnification.  (Id.) 242 

 Finally, AT&T Illinois proposes language at GT&C 5.3.4 to require Sprint to 243 

indemnify it if Sprint fails to forward the CPN for Third Party traffic Sprint sends to 244 

AT&T, which in turn causes AT&T to incur charges for which Sprint should be 245 

liable.  Sprint proposes no additional language for such a contingency, and it 246 

apparently relies upon the agreed-to language in Sections 5.3.3 and 5.3.4 of 247 

Attachment 2 to cover this contingency.  248 

Q. How do you view the disputes revolving around Issue 33? 249 

A. It appears that there are four disputes.  One, what should be Sprint’s rights to 250 

participate in proceedings that may impose costs for which it may ultimately 251 

become liable.  Two, what should Sprint have to indemnify: just the actual 252 

termination charges or should it indemnify against any other costs that AT&T 253 

Illinois may incur in contesting the charges.  Three, is the additional 254 
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indemnification for the specific case of Sprint failing to correctly forward the CPN 255 

AT&T Illinois reasonable.  Four, is it reasonable that the Indemnification 256 

Procedures of GT&C 16.2 govern this issue.  257 

Q. What is your recommendation with respect to resolving Issue 33? 258 

A. With respect to the first dispute, it appears that the language for GT&C 5.3.3 259 

AT&T Illinois proposes in Mr. McPhee’s testimony is sufficient protection for 260 

Sprint.  It provides the ability for Sprint to participate in any proceeding that may 261 

ultimately impact its liability for terminating traffic without restriction from AT&T 262 

Illinois to protect their interests.   263 

Further, if Sprint wants AT&T Illinois to be diligent in protecting it from 264 

unreasonable demands from terminating Third Parties, it should have to pay 265 

AT&T Illinois’s reasonable interest and ‘litigation’ expenses that fund those 266 

efforts.  Therefore, in my opinion, AT&T Illinois’ language in Attachment 2, 5.3.3 267 

is appropriate and the Commission should adopt it.  268 

For the third dispute, I also found the additional indemnification language 269 

proposed by AT&T to be reasonable.  This section requires Sprint to correct its 270 

failure to forward the CPN to AT&T Illinois unaltered.  If Sprint fails to forward the 271 

CPN or other information that identifies the traffic’s nature, then it may be difficult 272 

or impossible for AT&T Illinois to demonstrate that it should not held be held 273 

liable for intercarrier compensation.  Adding this language to the ICA protects 274 

AT&T Illinois from paying charges that Sprint should pay, but not being able to 275 

demonstrate that.  At the same time Sprint is obligated to provide the information 276 
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and should be held responsible for its traffic.  Consequently, I recommend that 277 

the Commission adopt the additional indemnification language proposed by 278 

AT&T. 279 

Finally, according to AT&T Illinois witness Mr. McPhee, AT&T Illinois is willing to 280 

refer indemnification to GT&C 16.2, as in Sprint’s proposed language in 281 

Attachment 2, 5.3.3.  The witness “agrees that Sprint’s proposed sentence can 282 

be included in section 5.3.3.”  (AT&T Illinois Ex. 4.0, at 15.)  This agreement 283 

between the parties effectively resolves this issue.  284 

Issue 43:  285 

What is the appropriate rate that a Transit Service Provider should charge for 286 

Transit Traffic Service?  287 

Q. What are the Parties proposals for Issue 43? 288 

A. Sprint proposes a rate equal to $0.00035 per MOU.  It arrives at that rate by 289 

halving the proxy reciprocal compensation rate for Internet Service Providers 290 

(“ISP”), which is $0.0007 per MOU.  It argues that Transit Traffic involves less 291 

than half of the functions of the proxy ISP rate.  AT&T Illinois proposes to use its 292 

existing, Transit Traffic tariff rate equal to $0.005034 per MOU.  AT&T Illinois 293 

witness McPhee breaks the rate down into $0.004836 per MOU for tandem 294 

switching, $0.000189 per MOU for tandem transport and $0.000009 per MOU for 295 

tandem transport facility.   296 

Q. Does Sprint argue that Transit Traffic Service should be provided by AT&T 297 

Illinois pursuant to 251/2? 298 
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A. Yes.  Sprint witness Farrar posits that, since Transit Traffic Service is how Sprint 299 

terminates its traffic to customers that it is not directly interconnected to, its 300 

provision by AT&T Illinois is subject to Sections 251(a) and 251(c)(2)(A) through 301 

(D) of the 1996 Act.  Section 252(d) is the pricing standard, which the FCC has 302 

established at TELRIC.  (Sprint Ex. 3.0, at 16.)  303 

Q. Does Sprint witness Farrar allege that other state commissions have found 304 

that Transit Traffic Service should be provided under Sections 251 and 305 

252? 306 

A. Yes.  Sprint witness Farrar states that 18 states have decided that ILECs must 307 

provide Transit Traffic under the 1996 Telecom Act and price it at cost.   308 

Q. Has the Illinois Commerce Commission ruled on whether Transit Traffic 309 

Service should be provided under Sections 251 and 252 or state law? 310 

A. Yes.  In Docket 04-0469, the Commission ruled on the issue.  It stated,  311 

Having rejected SBC’s argument that transiting is not an arbitrable 312 
matter, the Commission finds that rates should be included in the 313 

price schedule. As Staff noted under NIM 31, neither the 1996 314 
Telecommunications Act nor Section 13-801 explicitly addresses 315 

issues related to transit services. In particular, no current rule 316 

requires SBC to provide transit services at TELRIC prices. The 317 

Commission sees no reason to require SBC to offer transit services 318 
at TELRIC prices. We note that SBC currently offers transit 319 
services under its state tariff. We agree with SBC that the 320 
appropriate rates for transit services should be those in SBC’s tariff, 321 
not those rates that MCI proposes.1 322 

                                                           
1
 Arbitration Decision, Docket No. 04-0469, at 160-161. 
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The Commission ruled that since nothing in state or federal law “explicitly 323 

addressed” the issue, it found no reason to require SBC (n/k/a AT&T Illinois) to 324 

provide it at TELRIC rates.  325 

Q. Did Sprint cite an ICC Proposed Order for an arbitration decision about this 326 

topic? 327 

A. Yes.  Sprint witness Farrar quoted an ALJ’s Proposed Order (“ALJPO”) in Docket 328 

04-0428 in which “transiting…is an essential element of carrier interconnection 329 

under the Illinois PUA, and that a transiting requirement is not inconsistent with 330 

the Federal Act.”  (ALJPO in Docket 04-0428, at 74.) Although Mr. Farrar 331 

interpreted the ALJPO as a Commission decision, a Proposed Order is not a 332 

Commission decision.  A Hearing Examiner or Administrative Law Judge issues 333 

a PO, which contains a recommended ruling, but the Commission issues the 334 

Final Order, which represents the will of the Commission.   335 

Q. What is the most recent Commission decision on whether Transit Traffic 336 

Service should be provided under Sections 251 and 252 or state law? 337 

A. In Docket 11-0083, the Commission ruled that, ”AT&T Illinois shall offer transit 338 

services in its ICA with Big River, subject to those rates, terms and conditions.”  339 

The phrase, ‘those rates, terms and conditions’, refers to AT&T Illinois’ proposals 340 

based upon its tariff.  (Arbitration Decision, Docket No. 11-0083, at 39.)  341 

Q. What does Sprint witness Mr. Farrar argue about the AT&T Illinois’ 342 

proposed rate to provide Transit Traffic? 343 
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A. Mr. Farrar argues  that the current AT&T Illinois tariff rate for Transit Traffic 344 

Service is well above more recent cost studies for the network functions that 345 

underlie transit service.  He also notes that the Illinois specific cost studies are 346 

very old.  They are based upon data from 1998-2001.  And they were developed 347 

based upon technology that is no longer forward-looking.  He avers,  348 

To my knowledge, no carrier has installed such a [circuit] switch in 349 

more than ten years.  All recent and current switch installations 350 

involve a new switching technology referred to as packet switching 351 
or softswitches.  Based on my extensive cost model experience, 352 
packet switching is significantly less costly than circuit switching.  353 
(Id., at 28-29.)  354 

Q. Does Sprint witness Mr. Farrar provide further evidence concerning the 355 

cost to provide Transit Traffic? 356 

A. Yes.  He surveys various rates for switching and ISP reciprocal compensation.  357 

Those findings are discussed below.   358 

Q. Does AT&T Illinois agree that Transit Traffic must be provided pursuant to 359 

Sections 251 and 252? 360 

A. No.  In particular, AT&T Illinois witness Mr. McPhee states that the FCC has 361 

never ruled that Transit Traffic Service is subject to the 1996 Act.  He cites FCC 362 

orders from the 2002-2003 timeframe that supports his contention.  (AT&T Illinois 363 

Ex., 4.0, at 4-5.)  Thus, according to AT&T Illinois, federal law neither mandates 364 

that ILECs provide Transit Traffic Service to CMRS providers, nor price it at 365 

TELRIC.  AT&T Illinois offers to provide the service to Sprint, but its proposed 366 

rate is the existing tariff rate.  (Id., at 5.) 367 

Q. What must the Commission decide about Issue 43? 368 
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A. The Commission has two decisions to make regarding this issue.  It must first 369 

decide whether Transit Traffic is a service that AT&T Illinois must provide under 370 

federal law.  Second, if it determines that it should be provided by AT&T Illinois 371 

under federal law, it needs to decide what the appropriate rate should be; 372 

whether it is the tariffed rate or some other rate.  373 

Q. What are the public policy considerations in Issue 43? 374 

A. The 1996 Act was intended to open up the local market to competition.  To 375 

facilitate competition, the Act requires incumbent providers to provide inputs that 376 

are not easily duplicated by entrants.  That is, the expense needed to re-create 377 

an ILEC‘s connections to multiple carriers makes entry risky, which discourages 378 

entry.  This incumbent’s advantage gives AT&T Illinois the market power to 379 

charge rates above costs.  Above-cost prices results in reduced use of the 380 

telecommunications and lowers consumer welfare.  As it stands, it seems 381 

obvious that AT&T Illinois’ current rate is well above current, forward-looking 382 

TELRIC.  Therefore, the public interest is served by reducing the Transit Traffic 383 

Service closer to cost.  One way to accomplish that goal is for the Commission to 384 

find that Transit Traffic Service is subject to federal requirements.  However, as 385 

pointed out by AT&T Illinois in this docket and Staff in previous dockets, the FCC 386 

has not conclusively ruled that Transit Traffic Service is a service that ILECs 387 

must provide at long run, forward-looking incremental cost.   388 

Q. What does Staff recommend on whether Transit Traffic should be provided 389 

under Sections 251 and 252? 390 
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A. I recommend that the public interest is served by requiring AT&T Illinois to 391 

provide the service under TELRIC rates.  392 

Q. If the Commission decides that Transit Traffic must be provided according 393 

Sections 251 and 252, what is the correct TELRIC rate? 394 

A. AT&T Illinois asserts that the current rate is TELRIC-based. (AT&T Illinois Ex. 395 

4.0, at 7.) However, as discussed above, Sprint asserts that the current TELRIC 396 

rates were established in 1998-2001 and are thus outdated. (Sprint Ex. 3.0, at 397 

28-29.) Sprint witness Farrar discusses the estimated rates from four different 398 

sources.  He examines AT&T’s letter to the FCC, in which it estimated switching 399 

costs per MOU at between $0.00010 and $0.00024.2  He looked at AT&T’s cost-400 

based transit rates with Sprint in other states and reports rates as low as 401 

$0.000947 to $0.000454 per MOU.  AT&T Illinois’ reciprocal compensation rate is 402 

$0.0007 per MOU.  And Frontier’s Illinois reciprocal compensation rate with 403 

Sprint is $0.0004 per MOU.  Based on this survey, he concludes that half the 404 

proxy reciprocal compensation rate is a reasonable estimate. (Id., at 30-36.)  To 405 

date, it is not entirely clear whether the Commission has found transit rates to fall 406 

under the requirements of Section 251 or 252.  (Staff counsel will address this 407 

issue further in briefs.)  The Commission’s choice then may be between a 408 

TELRIC rate that is based on outdated cost studies or a non-Illinois, non-TELRIC 409 

rate that is a proxy for TELRIC in this state.  The Commission could continue the 410 

current tariffed, albeit non-TELRIC, rate equal to $0.005034 per MOU, or it could 411 

                                                           
2
  Note that this rate is just for switching and does not include the Tandem Transport or Tandem 

Transport Facility that is part of AT&T Illinois’ proposed Transit Traffic Service rate.  
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decide to use the proxy reciprocal compensation rate.  Further, the Commission 412 

may want to initiate an investigation into directly estimating the TELRIC of Transit 413 

Traffic Service under current technologies, costs and market conditions.  414 

Issue 36:  415 

(Sprint) What categories of Authorized Services traffic are subject to 416 

compensation between the Parties? (AT&T Illinois: a) Should the ICA include 417 
compensation terms for Sprint’s term “Non-Toll InterMTA Traffic”? b) What is the 418 
appropriate compensation for mobile-to-land InterMTA Traffic) 419 

Issue 37:  420 

Should IntraMTA Traffic be exchanged on a bill and keep basis? (AT&T Illinois: 421 
Should IntraMTA Traffic be subject to bill and keep without exception?)  422 

Q. What are the Parties’ positions on Issues 36 and 37? 423 

A. The ICA governs how AT&T Illinois and Sprint will exchange Authorized Services 424 

traffic and what, if any, compensation should be paid for that traffic.  The 425 

agreement specifies the types of traffic that are subject to it.  Attachment 2, 426 

Section 6 covers these issues.  In Issue 36, Sprint proposes five types of 427 

Authorized Services traffic:  IntraMTA, Non-Toll InterMTA, Toll InterMTA, Transit 428 

Service and VoIP-PSTN Traffic.3 (Sprint Ex. 2.0, at 52.) The key differentiation 429 

between ‘Non-Toll’ and ‘Toll’ InterMTA Traffic for Sprint is that ‘Non-Toll InterMTA 430 

Traffic’ should be subject to bill and keep.  AT&T Illinois’ proposed classifications 431 

are InterMTA, IntraMTA and IXC traffic.  Further, AT&T Illinois, in contrast to 432 

Sprint, rejects the idea that separating InterMTA Traffic into Toll and Non-Toll is 433 

valid.  In its view, all InterMTA Traffic is subject to access charges. (AT&T Ex. 434 
                                                           
3
  The proposed language for Attachment 2, 6.2.1 includes VoIP-PSTN traffic, but it is not 

mentioned in Mr. Felton’s testimony. 
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1.0, at 63-64.)  AT&T Illinois proposes language that explicitly excludes various 435 

traffic types from bill and keep.  AT&T identifies Non-CMRS Traffic, Toll-free 436 

calls, Third Party Traffic, InterMTA Traffic, IXC Traffic, and any other type of 437 

traffic found to be exempt from bill-and-keep by the FCC or the Commission.  438 

(Id., at 65-66.)  Sprint opposes this list and instead intends to just name the traffic 439 

that is subject to bill and keep. (Sprint Ex. 2.0, at 52-54.) 440 

Issue 37 is a dispute about which exceptions to bill and keep should be stated in 441 

the agreement.  Aside from the arguments about the definitions of local traffic 442 

(e.g., Toll v. Non-Toll InterMTA Traffic), this issue primarily concerns whether 443 

IntraMTA Traffic is subject to bill and keep when Sprint routes it to AT&T Illinois 444 

indirectly using another carrier rather than over Sprint’s Interconnection Trunks 445 

Q. What is AT&T’s case for Issue 36? 446 

A. AT&T witness Ms. Pellerin quotes the Connect America Order at ¶978 that bill 447 

and keep only applies to a call when, at its beginning, it originates and terminates 448 

within the same MTA.  In her view, Sprint’s attempted distinction between Toll 449 

and Non-Toll InterMTA traffic does not comply with this Order.  In this way, 450 

according to her, AT&T Illinois’ list of traffic types to be exchanged focuses on 451 

what is in the Order.  In particular, she comments that IXC traffic is subject to 452 

Attachment 2, Section 7. She further explains why a complete list of traffic that is 453 

excluded from bill and keep improves the ICA’s clarity.  (AT&T Illinois Ex. 1.0, 64-454 

66.) 455 

Q. What is Sprint’s case for Issue 36? 456 
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A. Sprint proposes to differentiate between Toll and Non-Toll InterMTA Traffic.  457 

Sprint witness Felton argues that by FCC definitions, much of Sprint’s InterMTA 458 

Traffic is “Non-Toll,” since the home calling area is national and thus its 459 

customers do not incur additional charges for most InterMTA calls. (Sprint Ex. 460 

Felton, at 38-39, discussing its response to Issues 7, 39, 40 and 41.)  461 

 The other main point of contention in this issue is whether exclusions to bill and 462 

keep need to be explicitly stated.  Sprint argues that this is not necessary and 463 

may cause confusion, since other parts of the agreement cover those types of 464 

traffic or the category may be undefined or it is misleading.   (Id., 52-54)  465 

Q. What is your recommendation on Issue 36? 466 

A. As discussed by Staff witness Dr. Zolnierek in his direct testimony, Sprint’s 467 

formulation with respect to InterMTA Traffic departs from current FCC practice, 468 

and it contradicts the plain language and intent of the CAF Order.  (See Connect 469 

America Fund, FCC 11-161, 2011 WL 5844975 (rel. Nov. 18, 2011), at ¶798.) 470 

Thus, Dr. Zolnierek recommends that the Commission reject Sprint’s proposed 471 

InterMTA distinctions in his testimony on Issue 7.  Likewise, the Commission 472 

should reject Sprint’s proposed definitions at Attachment 2, 6.2.1.  Instead, it 473 

should adopt the definitions as proposed by AT&T Illinois at Attachment 2, 6.1.1.   474 

 With respect to the AT&T Illinois’ proposed exclusions at Attachment 2, 6.2.3.1.1 475 

through 6.2.3.1.6, Sprint’s arguments are on point.  To the extent that these 476 

types of traffic are even relevant to the ICA, they are either covered elsewhere in 477 

the agreement, or their inclusion here creates some confusion.   478 
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In addition, at Attachment 2, 6.2.3.1, AT&T Illinois also proposes language that 479 

limits bill and keep to IntraMTA traffic exchanged over Interconnection Trunk 480 

Groups.  That language is applicable to Issue 37, which is discussed below. 481 

Q. What is Issue 37? 482 

A. This issue concerns whether bill and keep applies only to traffic that Sprint routes 483 

over Interconnection Trunks.  AT&T Illinois proposes that indirect interconnection 484 

be excluded from bill and keep.  Sprint, on the other hand, argues that indirect 485 

interconnection is subject to bill and keep.  486 

Q. What is AT&T’s case for Issue 37? 487 

A. AT&T Illinois witness Ms. Pellerin simply states, “Any traffic that Sprint routes via 488 

another carrier (i.e., indirectly), however, will not be exchanged pursuant to the 489 

ICA.” (AT&T Illinois Ex. 1.0, at 67.)  490 

Q. What is Sprint’s proposed language for Issue 37? 491 

A. Sprint proposes the following language at Attachment 2, 6.2.2.1: 492 

IntraMTA Traffic originated on the Parties’ networks and exchanged 493 

between the Parties both directly and indirectly will be bill and keep. 494 
Specifically, each Party will bill its End Users for the IntraMTA 495 
Traffic originated by such Party and will be entitled to retain all 496 

revenues from such traffic without payment of further compensation 497 
to the other Party. 498 

Q. How does Sprint support this proposed language for Issue 37? 499 

A. Sprint witness Mr. Felton argues that indirect interconnection, though likely rare, 500 

is still exchange of traffic between the Parties.  Meanwhile, Mr. Felton does not 501 

believe that existing law or regulation would subject indirectly delivered IntraMTA 502 
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Traffic to a different compensation regime.  Therefore every intraMTA call, even if 503 

indirectly delivered, is subject to bill and keep.  (Sprint Ex. Felton, at 58-59.)  504 

Q. What is AT&T Illinois’ proposed language for Issue 37? 505 

A. AT&T Illinois proposes the following language at Attachment 2, 6.2 and 6.2.2.: 506 

6.2 Compensation for IntraMTA Traffic  507 

6.2.2 Bill-and-Keep. Subject to limitations set forth in Section 6.2.3 below, 508 
neither Party shall compensate the other for IntraMTA Traffic 509 
Exchanged between the Parties. 510 

Q. What is your recommendation on Issue 37? 511 

A. AT&T Illinois does not argue that the FCC has ruled that indirect interconnection 512 

is different from direct interconnection.  AT&T Illinois also repeatedly argues that 513 

the only defining characteristic of CMRS traffic that is subject to bill and keep is 514 

traffic that originates and terminates within the MTA.  I recommend that the 515 

Commission agree with Sprint that indirect interconnection is subject to bill and 516 

keep under this ICA and adopt Sprint’s proposed language at Attachment 2, 517 

6.2.2.1.   518 

Issues 39 and 40:  519 

Sprint: Issue 39: What is the appropriate compensation for Non-Toll InterMTA 520 
Traffic?  521 

AT&T Illinois: Issue 39(a): Should the ICA include compensation terms for 522 

Sprint’s term ‘Non-Toll InterMTA Traffic?  523 

Issue 39(b): What is the appropriate compensation for mobile-to-land InterMTA 524 

Traffic? 525 
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Issue 39(c): Should the ICA include terms for AT&T to estimate the percentage of 526 

mobile-to-land InterMTA Traffic, if any, improperly routed over trunks obtained 527 

pursuant to the ICA and bill Sprint for terminating access in accordance with that 528 

percentage?  529 

Issue 39(d): Should the ICA obligate Sprint to provide JIP in the call records for 530 

its originating IntraMTA and InterMTA Traffic or permit AT&T to use alternate 531 

methods to determine jurisdiction? 532 

Sprint: Issue 40: What is the appropriate compensation for Toll InterMTA Traffic?  533 

AT&T Illinois: Issue 40(a): Should the ICA include compensation terms for 534 

Sprint’s term “Toll InterMTA Traffic”? 535 

Issue 40(b): What is the appropriate compensation for mobile-to-land InterMTA 536 

Traffic? 537 

Q. What is Sprint’s position on Issues 39 and 40? 538 

A. Sprint’s position is that “The vast majority of Sprint’s customers are on nation-539 

wide calling at no additional charge.”  (Sprint Ex. 2.0, at 46.) InterMTA traffic from 540 

those plans is ‘Non-Toll’ according to Sprint in that Sprint does not impose 541 

additional charges on calls outside of the MTA.  And, according to Mr. Felton, toll 542 

revenue is less than 0.5% of total billed wireless revenue.  (Id.)  According to 543 

FCC regulations, only Toll Traffic is subject to access charges, since it is only 544 

exchange access when a toll call is terminated.  But Sprint’s traffic is mostly Non-545 

Toll.  (Id., 43.) 546 
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 With respect to Toll InterMTA Traffic, Sprint’s proposed language at Attachment 547 

2, 6.2.2.3 acknowledges that it is liable to access charges.  However, it adds 548 

language that indicates that the volumes will be very small: “The Parties 549 

acknowledge, however, that the amount of Toll InterMTA traffic, if any, is de 550 

minimus and, accordingly, will be treated the same as Non-Toll InterMTA Traffic.”  551 

Sprint thus seeks to deliver all traffic over the Interconnection Facilities.  552 

Q. How does AT&T Illinois view Issues 39 and 40? 553 

A. Sprint, in these issues, concerns itself just with the appropriate rate for its “Toll 554 

InterMTA Traffic” (proposed language at Attachment 2, 6.2.2.3) and “Non-Toll 555 

InterMTA Traffic” (Its proposed language is provided at Attachment 2, 6.2.2.2). 556 

AT&T Illinois broadens the scope into four sub-issues to completely specify and 557 

guarantee its ability to ensure that all InterMTA Traffic that it terminates from 558 

Sprint is treated as access traffic and AT&T Illinois is compensated for it by 559 

access charges.  Also, its proposed language is intended to guarantee that it will 560 

be able to accurately track the traffic that it terminates from Sprint and assess the 561 

correct charges and ensure that it is routed on the correct facilities.  It should be 562 

noted that this issue is entangled with Issue 20, in which the Parties dispute 563 

whether Sprint should be able to route non-IntraMTA traffic over Interconnection 564 

Trunks.  The first two questions of Issue 39 as well as those of Issue 40 that 565 

AT&T Illinois posits are both entangled with other Issues that consider how to 566 

classify traffic between that subject to bill and keep and traffic that is not.  For 567 

those sub-issues, AT&T Illinois’ position is that InterMTA Traffic is access and 568 

not part of the ICA.  (AT&T Illinois Ex. 1.0, at 68-71)  For sub-issue (c), AT&T 569 
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Illinois wants the ability to estimate access charges in case Sprint mis-routes its 570 

access traffic over Interconnection Trunks.  (Id., at 72.)  Similarly for sub-issue 571 

(d), AT&T Illinois strives to mandate that Sprint to provide information to 572 

determine a call’s nature.  In this case, AT&T Illinois wants to ensure that Sprint 573 

forwards the Jurisdictional Information Parameter (“JIP”), to “identify the locations 574 

of Sprint’s originating callers” (Id., at 76) to determine the correct jurisdictional 575 

treatment for its traffic.  Again, this will help AT&T Illinois properly jurisdictionalize 576 

Sprint’s traffic if it is mis-routed.  The proposed language at Attachment 2, 6.4.1.3 577 

also details that, absent the JIP, AT&T Illinois will use various other methods to 578 

assess the jurisdiction of usage. (Id., 76-77) 579 

Q. What is your recommendation on Issues 39 and 40? 580 

A. The Toll versus Non-Toll InterMTA issues arise at Issue 7 and elsewhere in this 581 

docket.  Staff agrees with AT&T Illinois that all InterMTA Traffic should be subject 582 

to access charges.  The FCC made it quite clear in its Connect America Fund 583 

Order that InterMTA traffic was to be viewed as access traffic for purposes of 584 

intercarrier compensation.  In particular, the FCC’s reform timeline does not 585 

make sense if it simply wanted all CMRS traffic, including InterMTA traffic 586 

immediately reset to bill and keep.  Therefore, I recommend that the Commission 587 

reject Sprint’s proposed language, while AT&T Illinois’ language for Issues 39 588 

and 40 should be accepted.  589 

Issue   41:  590 

Is either Party entitled to collect compensation on any of its originated traffic? If 591 
so, what originated traffic is subject to such compensation and at what rate?  592 
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Q. What is Issue   41? 593 

A. AT&T Illinois’ position is that it should be able to charge Sprint originating access 594 

charges for interMTA calls originated by its customers to Sprint customers.  595 

Sprint, on the other hand, argues that such calls are not subject to access 596 

charges.  597 

Q. What is Sprint’s case for Issue 41? 598 

A. Sprint argues that most of the InterMTA calls originated by AT&T Illinois end-599 

users are dialed as seven digit local calls and are only incidentally interMTA.  In 600 

fact, Mr. Felton argues that the traffic is handled the same way whether it’s Intra- 601 

or InterMTA. (Sprint Ex. 2.0, at .46-47.) Further, Sprint argues that it does not 602 

impose additional charges on its customers or AT&T customers to complete the 603 

call, which means that such calls do not meet the definition of toll calls for which 604 

access is due.  Sprint also notes that it is not acting as an interexchange carrier 605 

for the calls, and so it is not liable for originating access.  (Id., at 48-50.) Finally, 606 

Sprint contends that by AT&T Illinois’ own logic, in which it can assess access 607 

charges on Sprint to terminate interMTA calls, it should likewise be able to 608 

charge AT&T Illinois terminating access for providing termination services to 609 

AT&T Illinois end-users.  (Id., at 51.)   610 

Q. What is AT&T’s case for Issue   41? 611 

A. AT&T Illinois witness Ms. Pellerin refers to the Local Competition Order as 612 

mandating originating access charges are due the originating carrier.  The 613 

quoted FCC order states,  614 
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[M]ost traffic between LECs and CMRS providers is not subject to 615 
interstate access charges unless it is carried by an IXC, with the 616 
exception of certain interstate interexchange service provided by 617 
CMRS carriers, such as some ‘roaming’ traffic that transits 618 
incumbent LECs’ switching facilities …4 619 

According to her, since the FCC did not reform originating access charges in its 620 

CAF Order, that regime still applies.  Thus, in Ms. Pellerin’s formulation, a CMRS 621 

carrier is providing toll services by carrying a call across the MTA boundary. 622 

(AT&T Illinois Ex. 1.0, at 79.) 623 

Q. How do you respond to the Parties on Issue 41? 624 

A. AT&T Illinois’ formulates the issue by noting that interMTA traffic is access traffic, 625 

it is originating access traffic, so Sprint, as a pseudo-IXC is liable to pay 626 

originating access charges.  There are at least two flaws in AT&T Illinios’ 627 

formulation.  First, its cite to the Local Competition Order does not seem 628 

pertinent to the issue.  This traffic does not seem to be “certain interstate 629 

interexchange service provided by CMRS carriers, such as some ‘roaming’ traffic 630 

that transits incumbent LECs’ switching facilities.”  It seems to be AT&T Illinois’ 631 

originated traffic to a Sprint CMRS customer.  In this case, the pseudo-IXC is 632 

AT&T Illinois.  Thus, in that sense, it’s not Sprint’s traffic, and it should not have 633 

to pay originating access charges in order to terminate a call from an AT&T 634 

Illinois customer, even when the call crosses the MTA boundary.  Second, one 635 

way to look at this issue is to examine the case when a Sprint customer initiates 636 

an interMTA call to an AT&T Illinois customer.  In that case, AT&T Illinois asserts 637 

                                                           
4 Paragraph 1043 of the Local Competition Order as cited in AT&T Illinois Ex. 1.0, at 78. 
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its right to impose terminating access charges on Sprint.  Yet it also wants to 638 

impose originating access charges on Sprint when the call goes the other way.5   639 

Q. What is your recommendation on Issue 41? 640 

A. I recommend that the Commission reject AT&T Illinois’ proposed language and 641 

accept Sprint’s proposed language. (See Attachment 2, 6.1)  642 

Q. Does this conclude your testimony? 643 

A. Yes.   644 

                                                           
5
 Note that if the Commission decides this issue for Sprint, it does not necessarily imply that the 

Commission must accept Sprint’s assertions with respect to the Toll or Non-Toll nature of InterMTA calls. 


