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EXECUTIVE SUMMARY OF

INTERCONNECTION AGREEMENT AND AMENDMENT NO. 1

(ON RECIPROCAL COMPENSATION TERMS AND CONDITIONS)

FOR LEVEL 3 COMMUNICATIONS, L.L.C. – ARKANSAS, CONNECTICUT, INDIANA, OHIO, OKLAHOMA AND WISCONSIN.

 ONLY  - CONFORMING TO FINAL ARBITRATION ORDERS

This contract consists of a full Interconnection Agreement and Amendment No. 1 in conformity to the Arkansas, Connecticut, Indiana, Ohio, Oklahoma and Wisconsin Commissions rulings.


The Arkansas, Connecticut, Indiana, Ohio, Oklahoma and Wisconsin Commission Orders were the last in a series of arbitrations between Level 3 and SBC Telcos during the Summer 2000.   The companies went on to arbitrate in Illinois, Michigan and California as well, before reaching the conclusion that the arbitrated results were falling into a distinct and predictable pattern.   The parties therefore agreed to reach a uniform and consistent Interconnection Agreement across all 13 SBC states, "blending" or compromising the various commission orders into a single contract.


The summary below describes the results across all these states, keeping in mind that several variations existed with any given issue.   As will be seen below, by attaching a 13 State Recip Comp Amendment and Rate Schedule, the majority of disputed issues were resolved – sometimes varying slightly what was ordered by the various state commissions – but in any event completely settling the matter between the parties.   On the remaining state-specific arbitration issues, an "As Ordered By" preface has been placed on the affected contract section(s).


The single most important issue to Level 3 was ISP Recip Comp.   [Level 3 is SBC's sixth largest recipient of ISP traffic across all 13 states.]   Level 3 generally won the right to be compensated on ISP traffic as if it were local.   But in other states Level 3 agreed to implement the statewide ISP Recip Comp rulings in their successor contract.   Many statewide proceedings are still pending, forcing Level 3 to continue arbitrating the subject.


The second most important issue was Virtual Foreign Exchange (FX).   In Michigan, as well as generally, Level 3 won the right to be compensated on this traffic as if it were local.   But SBC Telcos usually won the right to get tandem switching and transport at UNE rates for our "long haul" of this traffic from the distant exchange.   The state commissions typically left it to the parties to figure out how to segregate Virtual FX traffic from the rest of the local traffic.   The parties, however, have no ready way of segregating Virtual FX traffic, since both side's switches see only NXX codes that look "local" . . . meaning, within the same local rate center.  (Only the actual routing of the call takes it outside the local rate center.)  Level 3 also announced an intention to challenge that portion of the state ruling to a federal court.


The third most important issue was Level 3's request to establish a Single Point Of Interconnection (POI) per LATA.   Level 3 sought to require AIT-Michigan to bring all traffic destined to Level 3 to a single POI.   Many state commissions, however, further required the parties to mutually negotiate whether (and how much) SBC Telcos would be entitled to payment for its "long haul" of traffic to a single POI from distant exchanges.   In some states the commission cited the tandem switching and UNE transport ordered for Virtual FX traffic, but did not order it for long haul traffic to a single POI.   Level 3 again announced that they would be initiating further activity at commissions or federal courts to receive all traffic at a Single POI per LATA for free.


A series of other issues were also arbitrated, some to mixed results, others decidedly in the SBC Telco's favor as follows: 

Contract term:  3 years as requested by Level 3, 2 years as requested by SBC; the parties compromised on a 2.5 year agreement.
Deposit, Billing, & Payments:  Deposits are not required by L3.  L3 has 60 days to

provide specific details on disputes, but must provide notice of dispute by bill due date. 

AIT must wait at least 60 days from the bill due date before taking action for non

payment. Actions include “refuse to process new or pending orders or terminate service.” 

“[L]ate fees and interest penalties should accrue equally for either party failing to pay

undisputed amounts.”  
3rd Party Intellectual Property Rights:  Level 3' clause was generally accepted.  In

some states the parties were required to renegotiate the clause in light of a recent FCC

Order on the subject.  Generally, the ILEC is not required to indemnify CLEC for costs

arising out of infringement claims, but the CLEC not required to indemnify the

incumbent. 

Assignment:  The agreement can be assigned with 30 day written notice, all of the notice

and consent requirements are mutual.
UNE Combinations w/ Other Services: L3 is allowed to combine UNEs with other

tariffed services other than special access.
EELs:  AIT is required to provide EELs where the combinations already exist and where

L3 certifies signification local traffic. ISP traffic is local and counts for certification of

significant local service. Significant local traffic is required to qualify for EELs.  As for

the allowable charges for UNE to EELs conversion,  “…[T]he nonrecurring change for

one individual UNE is appropriate for a newly converted EEL combination.”
Unbundled Dedicated Transport:  AIT is required to provide UDT between AIT

switches, or wire centers and Level 3 switches or other carriers wire centers even if L3 is

only collocated and does not have a switch at the other location.   

Transport Routing Diversity: Reinstates 9.4.2 of AIT UNE Appendix.  AIT to bill to

recover cost of providing additional routing diversity. 
Indemnity: Order removes Section 3.11 from AIT UNE appendix.  “The deleted

language refers to documents or interface requirements subsequently generated by the

incumbent.”  General Terms and Conditions can cover any damages caused by Level 3. 

At the same time these issues in the bilateral arbitrations with Level 3 were being considered, various statewide ISP recip comp dockets were proceeding.   In those dockets, the SBC Telcos were arguing against the CLEC position that all ISP traffic should be local, and compensated at existing state rates.   Progress was made in both regulatory and legislative arena, such that by early December 2000, some state commission and FCC staffers believed that all ISP traffic should be Bill N Keep.   On December 12, 2000, Level 3 learned of a draft Bill N Keep order that would be effective for any CLEC that was not under contract with an ILEC for reciprocal compensation.   Level 3  feared that a significant revenue stream could be shut down in a single stroke of the regulator's pen.   Therefore, on December 14, 2000, Level 3 filed an "Advice Letter" adopting the existing ICG Recip Comp Amendment on file at the California PUC.


The ICG Recip Comp Amendment covers three main points:  ISP Recip Comp, Virtual Foreign Exchange, and Single POI.   In that agreement, Pacific agreed to lock in payment for ISP and Virtual FX traffic until May 2003, regardless of regulatory ruling from state or federal commissions, if the CLEC would agree to (1) progressively lower Recip Comp rates, (2) build Multiple POIs (one at each Tandem) and (3) pay Access (not UNE) rates for long haul facilities.   These were the very same issues arbitrated with Level 3 in its bilateral dockets. 


At the same time it was opting into the ICG Amendment, Level 3 approached the other SBC Telcos about entering into a global, 13-State Amendment with identical terms and conditions throughout.   Level 3 sought to have a single contract with SBC for all 13 states, and does not want to administer multiple contracts with minor, sometimes trivial, distinctions between items across different states.  Level 3 especially sought a single contract governed by an "ICG-like" Amendment for ISP Recip Comp, Virtual FX, and Single POI issues across all 13 states.   


Therefore, on December 22, 2000, SBC agreed to a 13 State Recip Comp Amendment, and Level 3 withdrew its California opt in to the ICG Amendment.


On January 9, 2001, Level 3 and SBC put the final touches on a full, 13 State Agreement.   That contract runs through May 2003.  The "centerpiece" is the Recip Comp Amendment . . . committing Level 3 to the lowest Recip Comp rates in the U.S. for ISP traffic . . . far lower than would be ordered by the most state commissions if ISP traffic is deemed local in that state.   


Level 3 is now contractually bound to honor that agreement in all SBC states, regardless of future regulatory ruling.    Level 3 also agreed to waive its statutory MFN rights, and thus cannot "opt out" of this arrangement through May 2003.   Level 3 also cannot appeal any aspect of the state commission rulings to a federal court.  By locking into this agreement, Level 3 mooted the three main issues in its bilateral dockets with SBC Telcos, and effectively took itself out of the continuing participation in "generic" recip comp dockets at the state or federal level.   


This is a successor contract to the previous Level 3 contracts in Arkansas, Connecticut, Indiana, Ohio, Oklahoma and Wissonsin.

Diane Johnson (415-836-8010) is the SBC Lead Negotiator for Level 3.

Clarence Johnson (214-464-6911) is the SBC Account Manager for Level 3.

Tracy Turner (214-464-7551) is the SBC Negotiating Attorney for Level 3.

EMMY YANG (214-745-3762) PREPARED THE AGREEMENT.

PLEASE RETURN TO CONTRACT PROCESSING AFTER SIGNATURE FOR FURTHER PROCESSING.


