Interconnect Discussion Points


Here are the six most important points you should address in the interconnect agreement with the incumbent local exchange carrier (ILEC).  This review of most important points does not include the administration of pre-subscription selections by the consumer because recent liberalizations have required that long distance carriers are accessed via a code, commonly known as casual calling.  
The key points to resolve favorably are:– 
1. The physical exchange of traffic between carriers.

2. The settlement arrangements for traffic that is exchanged between the carriers.

3. The tariffs applicable for the exchange of traffic and the basis for calculating it. 

4. Billing retail customers.

5. Anti competitive practice controls. 
6. Dispute resolution, when competitive abuse is detected.
Traffic Exchange
Market demand in a casual calling environment is far more difficult to predict then if the traffic originates from presubscribed or dedicated customers.  Daily volumes will fluctuate with marketing efforts.  Thus, decisions about the network fabric required to avoid network congestion must be with the new market entrant.  To ensure this, the ILEC must agree to provision more spans (DS-3s) then the new entrant’s immediate need, and commit to provisioning E-1s within that larger span in days rather then months.  

Settlement
Minutes exchanged between the networks need to be reconciled before financial settlement can take place.  This reconciliation will be labor intensive if the data formats of call data records (CDRs) are not easily readable.  And costly, if the settlement requires the new market entrant to pay the invoiced amount before reconciling the CDRs.  Thus, the ILEC must agree:

1. To provide a softcopy of the switch’s CDRs for all calls regardless of if they completed or not with the invoice in a commonly accepted data format.  Most billing systems can read Lucent and Nortel CDRs.  If that is not the case, they should make a third party solution available on a service bureau basis to reconcile the invoices.
2. To do bill reconciliation at no cost.  In particular, no charge to run the new market entrant’s CDRs through their invoicing system, to check what that data indicates is the amount outstanding.  This is the most common check, because it identifies when the dispute is caused by a difference in call start/stop times.
3. That the new market entrant can put the estimated interconnect payment due into escrow until the dispute is resolved.  That will ensure that rapid dispute resolution is in everyone’s financial interest.
Tariffs

The ILEC will propose a fee per E-1 per month to connect their tandems to the new market entrant’s gateway, and a fee per minute for local interconnect and national backhaul.  As demand for the new market entrant’s LD service grows, use of the incumbents network will increase, while the cost of supporting an interconnect agreement remains fixed.  Thus, seek a discount for volume.  For example: 
	Reserved Local Loop
	Spans in Service
	Local Loop
	Interconnect
	National Backhaul

	DS-3
	1 * 8 E-1
	1.0X
	1.0Y
	1.0Z

	
	9 * 21 E-1
	0.75X
	0.75Y
	0.75Z

	2 DS-3
	1 * DS-3
	0.50X
	0.50Y
	0.50Z

	
	Subsequent 7 E-1s
	0.4X
	0.4Y
	0.4Z

	STM-1
	2 * DS-3
	0.25X
	0.25Y
	0.25Z

	
	Subsequent 7 * E-1s
	0.2X
	0.2Y
	0.2Z


The rate calculated applies to all minutes exchanged in the billing period.
If you will be offering local exchange services, then ensure that your local to local interconnect is the same as your LD interconnect rate.  High interconnect rates for LD may prove to be a source of profits later if you elect to create a small network that targets incoming minutes.  For example, Look at the success Telemar has had with offering a free ISP service in Sao Paolo, Brazil.  The URL is www.ig.com.br.
To expedite interconnect with all carriers; propose two pricing plans.  The one discussed here that covers transit and backhaul. And, a second for just transit.  This approach will have two benefits – 

1. All new market participants require a physical interconnect with the ILEC.  Until the traffic you exchange with them justifies the incremental capital and committed operating expense of a direct interconnect, you can use the common link through the ILEC to exchange traffic.
2. Force the ILEC to show you what value they attach to the outside plant and switching fabric in their network. That will help you to price network fabric sales to them or other carriers, if you start offering local services.
Billing Customers

The new market entrant will have some customers that want to be billed long distance on their ILEC bill.  For example customers that select the carrier based on the price for that particular call.  If the ILEC has agreed to provide the billing services then the obvious commercial issue of how much will they charge for rendering the invoice.  In addition, the following needs to be resolved favorably:
1. The new market entrant should provide only the total amount due.  That reduces commercial exposure of having its highest value customers lured away with better per call pricing and allows the new market entrant far greater freedom in pricing plan development.  
E.g. to incent loyalty in casual calling, the new market entrant may offer the customer free minutes if he has spent more than $20 in each of the previous 6 months.  To ensure that the customer knows that he received the benefit, the usage summary should show it as waiving billed calls, rather than showing it on the call detail as calls rated at zero. Can the ILEC show that?  How much notice would they require?  And, what would they charge the new market entrant for the service? 

2. To ensure that the customer’s bill matches the amount outstanding in the new market entrant’s Accounts Payable, it will need to know the method by which a customer is assigned his invoicing date.  If that is not possible, then the new market entrant should have the billing date for every phone number in service at anytime, so that it can send the data files in a timely manner.

3. When payment is received from the ILEC, how will the new market entrant know how to apply it to the accounts due?  E.g. if a partial payment is received 60 days after billing, how will the ILEC communicate what dollar amount applies to each of the two billing periods?  
4. If the ILEC receives a partial payment, how much will be applied to the ILEC’s charges, versus paid to the new market entrants?
5. How will the customer resolve billing disputes?  If it is not directly with the new market entrant, how will information be exchanged between the ILEC and the carrier to ensure that queries and quickly and accurately resolved?
6. If the ILEC is committed to collect full payment, that usually requires that the new market entrant accept its standard collection procedures, including account suspension if not paid in full.  What are its collection procedures?  If they differ by customer segment, how will the new market entrant know which one applies to receivables from its customers?  Does a block on access to LD apply just to the carrier who has an overdue balance, or will the customer be blocked from using all LD carriers?
In Brazil, Peru and Chile, carriers have experienced between 10 – 55% uncollectible for calls billed through the ILEC.  So, to reduce the risk of bad debt that commonly results from billing casual calls billed by the ILEC, two decisions must be made before finalizing this aspect of the interconnect:

1. Will customers be required to register with the new market entrant before a call is processed?  This will ensure that all data needed to ensure collection is captured by the new market entrant before the call is processed.  

2. Can the customer receive call detail in a different media than his request to pay?  Ideally, to reduce the new market entrant’s exposure to account theft, the customer should only be able to access his call detail via the Internet, fax or even at the new market entrant store.
Anti Competitive Practice Controls
The new market entrant needs to understand what controls the ILEC have in place to ensure that current or planned business practices will not disadvantage their competitors.  It is less important to negotiate self regulation and reporting requirements, then the other issues discussed here.  Therefore I suggest that the new market entrant get the ones the ILEC proposes and then show the regulator and the competitive carrier association when they are likely to not be effective.  That way, the competitive carrier industry can move as one to ensure fair business practices, and the time spent to their mutual benefit.
Dispute Resolution

Disputes over interconnect charges and customer billing will occur with near monthly frequency.  It is assumed that the ILEC will only expedite resolving those queries that are in its favor.  Therefore, the new market entrant should negotiate that when a dispute arises, the entire due amount and all subsequent invoices for all services will be paid into escrow.  And, that the dispute will be sent to binding arbitration within 60 days of first being raised.
If that is not possible, then the new market entrant should offset payments due from the ILEC from collecting receivables against the amounts due from use of the ILEC’s network.  That will help the new market entrant improve its use of working capital.
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