
TAC Memo – VoIP Interconnection  

September 24, 2012 

As part of the transition from TDM to VoIP, many service providers in the United States have considered the 
migration from TDM to IP Interconnections to be an essential part of the transition.  As a working group, we have 
posited that delays in VoIP Interconnection are largely due to policy and commercial issues, not technology issues.  

Outside of the United States, companies have been progressing towards a VoIP Interconnection model with a 
combination of bilateral agreements and federations of carriers following the IPX models. Consequently, the 
process, specifications and technology for successful interconnection is fairly mature. Unfortunately, various issues 
have contributed to a slower start in the United States. Today, some CLEC’s and MSO’s are implementing VoIP 
Interconnection through service level agreements within their communities of interest. 

In the USF/ ICC Transformation Order and Further Notice of Proposed Rulemaking, the Commission wrote that 
“the duty to negotiate in good faith has been a longstanding element of interconnection requirements under the 
Communications Act and does not depend upon the network technology underlying the interconnection, whether 
TDM, IP, or otherwise.”

1
 

Additionally, the FCC noted that Network Owners may have incentives to refuse reasonable interconnect requests 
commenting that “the Commission previously has found that incumbent LECs have no economic incentive…to 
provide potential competitors with opportunities to interconnect with and make use of the incumbent LECs 
network and services.”
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 The Commission also suggests that existing inter-carrier compensation regimes did not 

advance technology neutral interconnection as LEC’s have a “more certain ability” to collect ICC under TDM.
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 The 

Commission has partially addressed this factor in the Second Order on Reconsideration
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 allowing LECs to “tariff a 

rate equal to their intrastate originating access rates when they originate intrastate toll VoIP traffic.” 

Through the comment period on the further notice, several positions have emerged:  

 There is broad agreement among service providers on the end state. That end state can be described as a new 
public communications network consisting of interconnected managed IP networks that will ultimately replace 
the TDM network and accommodate additional forms of real time communications. 
 

Unfortunately, the agreement seems to end there.   
 

 There is significant disagreement whether there is a need to create a regulatory scheme for VoIP 
Interconnection. All commenters seem to prefer individual commercial negotiations to regulatory mandates if 
all participants are equally motivated to seek a fair and equitable agreement. Unfortunately, there is a 
prevailing view that all parties are not equally motivated and, as such, believe regulatory intervention will be 
required.   

Joe Gillan of Gillan and Associates has summarized the key differences between large ILECs and other service 
providers documented in FCC Filings
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The large incumbent service providers have asserted: 

 IP is an information service, not subject to 251/252 or good faith negotiations.  
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o VoIP should be considered to be similar to an Internet backbone service that has a demonstrated track 
record of successful interoperability. 

o Internet backbone “peering and transit” contracts demonstrate that commercial negotiations will be 
successful and create the model for VoIP Interconnect 

o Regulation of IP interconnection will encourage international regulation of the Internet 

Others, including service providers and “trade groups (COMPTEL, NTCA, NCTA, OPATSCO), Wireless (excluding 
AT&T or Verizon) and State Commissions”
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 have taken the opposing view based on the concern that the market 

power of the largest service providers could create the opportunity to force unbalanced and unfair agreements. 
There is a strong belief that in order to ensure good faith negotiations between larger and smaller carriers and 
ensure the transition to VoIP Interconnection occurs in a timely manner, the FCC will ultimately have to create 
rules and processes to facilitate the transition. 

 The Telecom Act is technology neutral and section 251(c) interconnection rights extend to (at the least) 
managed VoIP. 
o The Act provides for negotiation with safeguards: public disclosure, prohibitions on discrimination, opt-in 

rights and, where needed, arbitration. Some have asked for a date certain (5 years) to be established for 
VoIP Interconnection requests to be ubiquitous.  
 

 ILEC’s have used the argument that proprietary services provided to their subscribers over broadband 
connections will not count against their data caps since these services never leave their own network and 
therefore do not traverse the internet.  
o Commenters have reversed this argument to bolster their assertion that VoIP is a service that will traverse 

interconnected managed private networks and hence is not an Internet service. 

As we have considered this transition to an all IP network, we also have evaluated the factors that must be 
considered to effectively deliver real time communications content between IP networks.  We acknowledge that 
there are broadly accepted best practices that have been implemented in Internet Peering that should be 
implemented as part of VoIP Interconnection. For example, standard language in Internet peering agreements 
provides for the exchange of traffic “originating and/or terminating” on networks of the two parties. Additionally, 
these agreements further state that "any peered network may not be used for "traffic dumping" or route of last 
resort."  

The i3 Forum (and others) have been active in defining and documenting the considerations that are important 
when establishing VoIP agreements. These fall into several categories that lead to successful VoIP 
Interconnections.
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 These areas include Routing, Addressing, Security, Signaling, Media, Quality, 

Accounting/Charging and Testing. We have attached Appendix A that includes the detailed matrix. 

We would like to close with a summary of our current view of VoIP Interconnection. We reiterate our finding that 
VoIP Interconnect is happening all over the world, at a rapid rate. VoIP Interconnection is growing in the USA due 
to efforts by MSOs and CLECs. This reinforces the point that deployment is technically feasible today but is largely 
being delayed due to commercial and policy considerations.  

Despite our observation that the technology exists to interconnect today, we also acknowledge that other market 
forces now come into play. The TDM network is approaching the end of its designed lifespan. New interconnection 
opportunities could create the requirement for additional technical development and equipment deployment and 
create new commercial opportunities for providers. Finally, we reiterate that this change is uniquely 
transformative and creates the potential to eliminate rate centers and LATA’s and will impact intercarrier 
compensation issues.  

Potential Recommendations:  

• The FCC has established a significant record on this issue in response to the further notice. The FCC should 
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answer the critical question of whether section 251 requirements apply to VoIP Interconnection. 
• In general, the Commission should refrain from imposing regulatory restrictions except where strictly 

necessary to ensure competitive neutrality and consumer protection.  
o Incumbent LECs assert that market forces will create a satisfactory agreement and should be left to the 

parties to resolve. 
o Other companies believe that there is a market failure, proven by the lack of progress in the United States 

vs. Europe or Asia and regulation will be required to ensure deployment.  
• Regardless of the section 251 interpretation, the Commission should promote a technology-neutral position 

and  allow for continuous innovation going forward.  
• The Commission’s assertion that the compensation regime is creating a reluctance to support IP 

Interconnection should be examined with the  goal to remove any commercial barriers limiting deployment.  
• Canadian Market Example - It may also be appropriate for the Commission to be aware of recent policy 

implemented by the CRTC for the Canadian market. The CRTC has created specific rules that establish criteria 
to trigger VoIP Interconnection requirements including:  

 Does the Requested Service Provider provide voice interconnection to an affiliate (or anyone else)? 

 Does the requested service provider provide interconnection for IP-enabled customers? 

 Do they provide VoIP Interconnection through a subsidiary? 
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