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6.
U S WEST’s proposed language will be adopted as the contract language to resolve this issue, and the parties will be ordered to adopt this language in the final interconnection contract.  Because of the pending legal uncertainty concerning this issue, U S WEST’s proposal language will be adopted and the language proposed by AWS will not be adopted.

A. Issue 2:  Compensation for Call Transportation and Call Termination

1.
Telecommunications carriers have the duty to establish reciprocal compensation arrangements for the transport and termination of telecommunications pursuant to § 251(b)(5) of the Act.  The FCC has further determined that LECs are obligated to enter into reciprocal compensation arrangements with all CMRS providers, in accordance with § 251(b)(5) of the Act.

2.
The FCC has determined that reciprocal compensation rates for transport and termination of traffic should be established at the incumbent LEC’s rates in the absence of a showing that a new entrant’s costs differ.  Paragraph 1089, FCC First Report and Order, 96-325, released August 8, 1996, states:

If a competing local service provider believes that its costs will be greater than that of the incumbent LEC for transport and termination, then it must submit a forward-looking economic cost study to rebut this presumptive symmetrical rate.  In that case, we direct state commissions, when arbitrating interconnection arrangements, to depart from symmetrical rates only if they find that the costs of efficiently configured and operated systems are not symmetrical and justify a different compensation rate.  In doing so, however, state commissions must give full and fair effect to the economic costing methodology we set forth in this order, and create a factual record, including the cost study, sufficient for purposes of review after notice and opportunity for the affected parties to participate.  In the absence of a cost study justifying a departure from the presumption of symmetrical compensation, reciprocal compensation for the transport and termination of traffic shall be based on the incumbent local exchange carriers’ cost studies.

3.
While the above portion of the FCC Order has been stayed by the Eighth Circuit Court of Appeals, the above approach was approved by this Commission in the Western Wireless arbitration.  See Decision No. C96-1346, pp. 15-16.

4.
This Commission determined in the Western Wireless arbitration that a three-step process for reciprocal compensation rates shall be used:  (a) contract rates, which shall be effective from the date that § 51.717 of 47 C.F.R. is effective until the interconnection agreement between U S WEST and AWS is approved by the Commission; (b) interim rates, to be here established, and effective until final rates are established; and (c) final rates, which shall be determined for U S WEST in Docket No. 96S-331T.  Upon the establishment of final rates, an interconnecting carrier may use U S WEST’s rate or file cost-based rates with this Commission.

5.
AWS contends that the Commission should adopt a bill-and-keep arrangement for reciprocal rates.  AWS recognizes that traffic is not in balance, but contends that its costs to transport and terminate traffic are substantially higher than U S WEST’s costs therefore.  AWS argues that bill-and-keep is appropriate because total costs, rather than traffic, will be roughly in balance.  If the Commission does not adopt bill-and-keep, AWS proposes that the Commission should adopt a modified version of U S WEST’s TELRIC rates.  AWS also contends that its mobile switching center (“MSC”) functions as a tandem switch and should be compensated accordingly.

6.
AWS finally contends that the reciprocal compensation requirement imposed by the Act, rules, and FCC order should be effective from October 3, 1996.  U S WEST contends that the effective date for reciprocal compensation is November 1, 1996.  This question will be addressed and resolved in the discussion regarding Issue 10.

7.
U S WEST argues that AWS did not submit an independent cost study, so that its present TELRIC rates, as adopted in the Commission’s Western Wireless decision (Decision No. C96-1346 at pp. 8-10) should be adopted as the interim rates in this arbitration.  U S WEST further argues that the contract rates in the pre-1996 contract should be adopted and final rates will be adopted in Docket No. 96S-331T.  U S WEST also contends that AWS’ MSC does not function as a tandem, but simply delivers calls to the end use customer, and is therefore not entitled to be compensated at U S WEST’s tandem rate.  Finally, U S WEST contends that bill-and-keep should not be adopted for reciprocal compensation because traffic between the parties is not in balance nor will it likely be in balance in the foreseeable future.  The Commission will adopt the three-step contract, interim, and final rate structure as proposed by U S WEST and will not establish the bill-and-keep arrangement or modified U S WEST TELRIC rates proposed by AWS. The Commission will also not consider AWS’ MSC to be a tandem switch for purposes of applying interconnection rates.

a.
Contract Rates

(1)
The contract rates now in effect between the parties, are adopted as the present reciprocal contract 

� In the matter of implementation of local competition provision in the Act (CC Docket No. 96-98), Interconnection Between Local Exchange Carriers and Commercial Mobile Radio Service Providers (CC Docket No. 95-185), FCC 96-325, paragraph 1008 (August 8, 1996) (“Local Competition Order”).  This order has been stayed in part.  See Iowa Utilities Board v. Federal Communications Commission et al., 1996 Wl 589 204 (Eighth Circuit, October 15, 1996).
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