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This ERG Consultation Document on Regulatory Principles of 1P-IC/NGN Core

(ERG (08) 26revl sets out some regulatory prinsifdeusing on the core network. It
is based on the ERG report on IP interconnecticee (ERG (07) 09, published in
March 2007), tackling IP interconnection and itspimations as one of the main
challenges emerging out of the developments towards-service NGNs in the core

network and also takes into account more recentldgments.

Based on the 2007 consultation on IP interconnectite ERG has launched a new
consultation on the Regulatory Principles of IReinbnnection/NGN core, focussing
on the core network.

The ambition of this consultation is to go beyoruice interconnection, taking into

account all the potential areas of the IP core agkwn terms of the diversity of

services that could be provided to consumers.

If the capabilities of NGN potentially lead to maervices, it must be reminded that
the deployment of IP services is at the very eathge and that the “basic” voice
business is still the most important revenue sodocethe operators. Hence any
recommended charging models should not serve tgmomse the delivery of voice
for the consumer.

At this stage, stakeholders still have a great deakpectations, but have often made
little progress on technical and commercial issues.

Many questions remain open which partly explainsy whe IP core network
deployment is generally slow. The new economic #guaaet out in the consultation
remains unproven and there is, as yet, no one mwatith provides a more

convincing solution to the issue of IP interconi@tthan the current arrangements.
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As mentioned in the report, there is no real dispalbout IP interconnection; the

actors are satisfied with the current offers. Thames apparently, no strong incentives
to accelerate investment which would not bring #zeme level of service. The

reduction in costs is not definitively proven yedas not the key driver for replacing

the legacy network.

Furthermore, on the side of the interconnected aipgr the transition to another

interconnection point will entail costs as wellthwno guarantee of having the same

quality level but with possible operational risk&érent to technology changes.

Nevertheless, the migration will occur at differéimes and at different speeds from
one country to another. It is clear that variousnconnection models will coexist for
a certain period of time. This duration could begpgenerating extra costs that are
also part of the overall equation. Neverthelessning two networks is the most

efficient solution in order to ensure the servioatuity.

To foster this move, the regulator should lightea tegulatory constraints on the new

networks, re-examining the existing ones on theNP8&twork.

In the discussion about IP-NGN interconnectionemefces to the Internet model can
be more confusing than helpful. Firstly, the Inegrmodel cannot be automatically
transposed to the NGN interconnection world. Selyonat would be a mistake to
underestimate the difference between the two worlds

Furthermore, security is a fundamental issue folNNB interconnection that is not

fully addressed in the consultation.
The consequences of the possible separation betWheetransport layer and the

service layer in an IP environment are not yet detefy clear and the necessary links

between the two must not be neglected.
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As well, convergence due to the IP environment Wwekhd to new services, to

ubiquitous services, to new techniques and beheviahat are still under

investigation. That introduces uncertainty with pgs to regulatory issues, as
mentioned in the report, and with respect to padénew markets, to business models
and associated revenues. NGN-IP interconnecti@nnascent domain which should
not be hampered by premature regulation.

In this context, France Telecom Orange Group isceored that the Consultation
Document appears to be advocating significant wetaion in relation to charging

models and mandating a minimum quality of serwaeich is neither based on clear
evidence of specific problems nor a full assessméttte implementation issues and
costs and benefits of such intervention.

If the report states that several issues merithéurtstudy, like the question of
understanding if the current framework would allthe imposition of Bill and Keep,
we consider that the legal grounds for the NRA$Mpose any constraint on quality is

unclear.

Furthermore, taking into account the current situnategarding NGN deployment, it

is unclear which charging models applied to paldicinterconnection arrangements
will best support the delivery of the emerging ss#s. Intervening now would

potentially close off the development of some iratoxe services that could be
supported through flexibility in interconnectionaching arrangements. The future
nature of interconnection charging models is difti¢o predict at present. Mandating
a single model for all interconnection arrangemextthis stage would risk creating
significant inefficiency.
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Consultation questions

1) A.4.1 Separation of transport and service

Considering that according to the ITU definition NGNs where service-related
functions are independent from underlying transpetated technologies, how do
you evaluate the concepts of transport intercorioeand service interconnection as
defined in the document?

If future NGN is functionally separated between dwmtrol of the services and the
transport of flows (media, control and managemeait)these flows will be carried
over the same backbone IP network. Therefore,deraio ensure the quality and the
security of the services, these flows are carriga\erlay virtual networks that are
built on the IP backbone network. These overlaywngts must be defined in
accordance with the functional command architec{gadl server, session border
controller, etc in IMS networks).

Consequently, we must point out that service asasgort interconnections cannot be
considered as independent units and assembledh&vdige Lego bricks. They form a

global entity that must be used in a specific saem

The main and important consequence of this funatisaparation between the media
and the command plans in NGN networks is the disaggmce of the local switching

level. In TDM, two switching levels exist: a locaihd a transit one (the international
transit switching level is not taken into accouetd). In many countries, it is possible
to interconnect at both levels. In France thereaf@ut five hundred local POls (each
corresponding to a local exchange) and few dozatsitr POls.
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The existence of these 2 levels of switching (ami&rconnection) has important
consequences on the interconnection market. Itrlgletefines three distinct and

elementary interconnection products: departurasttand termination of calls.

In the IMS-NGN context, switching is totally diffemt. Probably, only one switching
level will exist. Moreover we can not precisely de "VOIP switches" as it is

possible today with local or tandem TDM exchanges.

The treatment of calls (establishment and contedjuires the success of different
functions. Up to now, the location of these diffaréunctions and how they are
aggregated in the equipments is not clearly defifde solution depends on each
NGN manufacturer. In coarse-grained, a NGN netweokild be composed of three
kinds of equipments.

- The equipments in the network periphery: they hee"interface" between the
core network and the different access (fixed, nebiViMax ...) networks.
These equipments work as mediation proxies. Theg abntribute to the
security of the network and the protection of thiéecent flows (media and
signalling). A priori, they will be located at thundary of the core network.

We must underline that these equipments have ndingpuwapabilities.

Therefore, they can not provide service intercotinedunctions.

- The equipments in the core network: they are inedlin the calls treatment
(customer authentication ...) and the services dastabknt. We generally
name these equipments "Call Servers".

- The interconnection equipments: depending on theNN@anufacturer
solution, several border equipments could existlefpends if this equipment
treats both media and signalling flows or if specgfquipments exist for each
kind of flow. We will call these equipments Intenceection Session Border
Controllers (I-SBC). The I-SBC act as a front foedra and signalling flows
exchanges with others operators and are locatddrvitie IP backbone. Their

objective is to assure service interconnection. Ohéheir main tasks is to
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protect clients and core network equipments agaiot&ntial attacks and other
malicious actions coming from the Internet and frotiner operator networks.
They also carry out (fulfil) mediation task as co@delaptation and accounting

functions. Up to now, no consensus exists on timelan and location of SBCs.

In NGNS, like in TDM networks with CCITT n°7 sigtialg, media, signalling and
network administration flows are treated and somesi routed independently. In the
core network, media flows are directly routed betwenediation proxies (in the case
of On-Net calls) or between the mediation proxied the interconnection I-SBC (in
case of Off-Net calls) without transiting throudhetcall servers. For quality and
security reasons, all these flows can be carried different overlay VPN networks.
For all the flows crossing inside one operator ekythese VPNs guarantee the
security and the performance of the I[P transporhecrfetically, transport
interconnection could be made everywhere; howéheecloser to the I-SBC the better
for cost and performance reasons.

To conclude this point, one must retain that loaaitching does not exist in NGN
networks. Consequently, the concept of “last segmeiill evolve and service
interconnection will exist at only one level. Moweo transport interconnection and
service interconnection must be considered joimthd I-SBCs equipments will

interface the media and signalling flows betweendperators.

Another point to consider is that the business ehoaf Carrier Pre-selection
operators does not hold.

1) With circuit-switched technology, carrier selent usually enables selecting a
transit network. Transit exchanges are requiredricuit-switched networks to avoid
installing TDM trunks between every pair of localckanges. This is no longer
required in a full IP environment; any call serean send signalling messages to any
other call server as long as they are connectethéosame IP network or to

interconnected IP networks.
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2) With circuit-switched technology, the subscriieeconnected to a Local Exchange
embedding "Class 5" call processing and routingcloghere is no way for the
subscriber to select any alternative "Class 5"dog@ihe carrier selection procedure
provides an exception for selecting a specificedudyond the Local Exchange. With
the IMS, the subscriber can select the "Class §lclby registering to the desired
network prior to establishing an outgoing call. $hthere is no need for a special
procedure for selecting a specific carrier/route.

3) Carrier Pre-selection was imposed by NRA onRBAN in the first phase where
the incumbent was the only network operator on nieeket. There is no more

regulatory reason to apply it in the new contextNGfN.

Furthermore, we have some comments about certaitspo the report.

Page 101, the report states the following; “Thasibn between transport and service
may lead to other market definitions like markets fransport interconnection
(without relation to specific services) and additibinterconnection markets on the
service level though it is open if such markets Mobe susceptible t@x ante
regulation”. The potential threat of future regidatby adding new relevant markets
to the existing list will induce uncertainty in NGMvestment which could be
alleviated by committing to the lightest applicatiof appropriate regulation. The
intention behind the Commission’s Recommendation Relevant Markets is to
reduce the number of markets not to increase thadrilas intention should also be

maintained in the context of IP interconnection.

Page 93, the report states “Therefore, NRAs may b@ensure that interconnection
is possible at specific functional levels in a mable manner. This separation of
transport and services is also expected to be ctefle in the respective
interconnections services, i.e. service interconoe@nd transport interconnection.”
We recommend prudence and patience before the NieAbkwith these technical

guestions. They must be solved by the industry thedoperators, and it would be
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risky to have NRA, with no real technical expertipashing for solutions, that could
turn out to be a technical disaster.
The NRAs must be technology neutral and it is nearcon what legal ground “the

separation of transport and services is expected.”

2) A.6 Structure of the document
Do you see other issues regarding regulatory pples of IP-interconnection/NGN

core that should be dealt with?

The current consultation focuses more on the charfidalling model than on the
economical, operational and technical reality ofriférconnection/NGN.
To assess the feasibility and economical religboit such a new and still potential

environment should be the first step,

3) B.3.3.1 Number of network nodes and points of interconnection (Pol))
Can you make more precise statements on the nuvhbetwork nodes and/or points

of interconnection in NGNs?

As far as nodes are concerned, potentially, thebeunshould vary in respect to
equipment power Furthermore, redundant nodes well réquired for reliability

reasons.

Today, the regulatory constraint to offer accesalltthe relevant network points leads
to a number of points where alternative operatore deployed through
interconnection or unbundling. So, the notion ofedficient operator must be seen

through the notion of service continuity, at thansalevel of functionality. The
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current interconnection points are constrained dnulation and service continuity.

Thus, it is not a parameter that can be changdwbuiita change of regulation.

In NGNs, on the one hand, the costs dependindnenraffic are less dependant on
the distance, which is a factor of centralisatidnd on the other hand, the need to
deliver media flows, so as to minimize the pathween the source and the
destination (another point of interconnection ormediation proxy), makes it

necessary to rationalize the location of the varisBC.

During the transition period, regulatory constrainimpose the continuity of
interconnection services. So the capillarity ofwerk interfaces must be maintained
due to interconnection services under current eggoy obligations, in particular that

interconnection should be granted at all networikigovhere it is technically feasible.

Concerning NGN, the architecture will be also dedirtaking into account the access
constraints and technical potentialities. It islikthat the number of interconnection

points in NGN will be reduced and that these poivitsbe more centralised.

4) B.3.3.2 Definition of local interconnection
a) Is there an equivalent in NGNs to the concepbacél interconnection as known
from PSTNs?

As voice services will be more and more nomadiocdl" interconnection will
probably no longer make sense in the context oéwhle NGN deployment.
"Local" interconnection was mainly justified by:

- predictable location of subscribers assigwith geographic numbers and

- distance dependent costs in the context of TDbg&bdarchitectures.
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The location of the customer has no relation withlbcation of the NGN platform. In
theory, in a NGN network, if we do not consider labdity issue, a platform can
manage customers of a whole national territory,stiiue notion of geography,

inherent to a local level of interconnection hasew sense.

b) What do you consider to be the locations for lthwest level of interconnection
(physical and/or service), e.g. the broadband resvamicess servers (BRAS)?

The lowest level of interconnection is not the lofe@nd remote access server. It may
possibly be regional aggregation points, the SBCsaad in A.4.1. Several wholesale
offers should exist to allow competition on accesarket. The lowest level of IP
(transport) routage functions is located in thegpanal points. So, the lowest level of
physical interconnection should naturally be thpsets. IP interconnection needs
interconnection functions (routage charging, ségufiltering, codecs translation)

which are centralised on equipments which can edbbated under this level.

c) Could the maximum number of Pol offered be cemed equivalent to local

interconnection?

Today, in France, for technical and organizatiaara regulatory reasons, the PSTN
France Telecom Network interconnection is suppdietivo levels:
- the first one is “local” and only allows the costers connected to a Local
Exchange to be reached. About 480 interconnectiampare available at this
level.
- the second one is “regional” and allows custon@ra technical zone of
FTG Network which covers the Local Exchange of giae to be reached.
About 45 interconnection points are available & tavel. Notice that these
points also allow all the customers of FTG to bached, throughout the

national territory.
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As exposed in question 4)a, the number of intereotion points in NGN will be
reduced for both signalling and media flows : thpsets will be more centralised,
especially signalling interconnection points.. Thisnber is the maximum number of

Pol offered. These points are not equivalent talloderconnection (Cf. question 4).

5) C.1 Existing and proposed Framework
How do you assess the proposed Framework in the 6§ the migration process
towards NGNs, their technical characteristics armbr@omic implications? Are the

proposals suites to address the specific challetiggisthese present?

The ERG consultation mentions some particular gafitthe Commission proposals

on which it is necessary to make some comments.

“An additional sentence has been inserted in Avab1FD with regard to information
to be provided by undertakings on network develamriielhe proposed addition
concerning information to be provided on futurewwk and service development
would be problematic because that kind of inforovatshould most likely contain
company confidential information. The thresholdsoich a requirement should be
very high. In this case, it must be clear thatitffermation to be provided should be
strictly limited to the technical elements necegsarthe completion of the regulatory
task. So, information related to investment plaaanot be made public, neither

transmitted to a third party, even NRAs.
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“A new section on security and integrity of netweiknd services has been introduced
as Art 13a and 13 FD”

The proposal introduces further responsibilitiedi@imber States and NRAs towards
ISPs security and integrity of networks and sewvide particular, Member States

shall ensure that ISPs correctly manage secustes

This proposal is dangerous and inefficient.

Security is a sensitive matter in terms of commatdny and the impact of the
proposed systematic notifications are unforeseedéfications about weaknesses
or potential problems always expose a vulnerabiltynich can be immediately
exploited. Notifications of personal data secutiyeaches to end-users should be
triggered only if harm is irreparable.

Operators already have the obligation to deal ptppeith security issues including
personal data breaches. At present, operators lemad, penal and commercial
responsibilities towards their customers and apgi known industry standards and
best practices such as 1SO27001/1ISO17799. It ithénconsumers’ interests that
operators remain in charge of the decision to comeoatie or not on security breaches
because notifications always expose a vulnerabityich can be immediately
exploited. Besides, multiplying unnecessary natiens will undermine consumer e-

confidence.

Operators ensure security and integrity of theitwoneks and services and must
remain in charge of the decision to communicateadron security breaches. Sharing
responsibilities with NRAs would result in wateridgwn their responsibilities which
goes against consumers’ interests. Introducingréndu Member State implication
will oblige operators to a double and inefficieohamunication towards institutions.
FTG is convinced that security issues are bestlvedahrough industry-led self-
regulation, a field where industry showed committmand successful international

cooperation.
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“The list of potential access obligations in Art dar 1 AD has now been
complemented”.

The purpose of the review is not to extend thegalibns. In respect of sharing
elements of the network and associated faciliteestain elements should not be
included in this framework, when they are reproblecior when they contain
confidential, personal data, particularly custorhpessonal data. This is the case for

platforms that support presence and localisatioetians.

“Art 5 par 4 AD, has been deleted.....Therefore thRGEholds the view that the
power of NRAs to act on their own initiative to ens end to end connectivity
/interoperability should be maintained”

In the case of obligations imposed outside the memedure of market analyses, the
so called Article 7 procedure— that is, on the as$iArt 5 of the Access Directive, it
IS necessary to introduce a procedure of reviewagmlatory obligations imposed by
regulatory authorities in order to withdraw thepoeisly imposed obligations if there
is no further justification of maintaining them. the case of failure to conduct this
relevant review within a specified period, the poegly imposed obligations should
be automatically abolished.

«in Art 22UD a new para 3 is inserted allowing ®@mmission to adopt technical

implementing measures concerning minimum qualityestices.. »

If minimum quality of service is to be designedsliould be proposed by the Industry
and be defined at service level, knowing that iesimot go without quality at the

network level: a network will typically convey ange of services, each of them
presenting specific quality requirements. Any dyatequirement, if any, should be

considered at service level. In the Universal Serdontext, this requirement should
only apply to the telephone service.

Network management is under the operator's respihitygi and imposing non-

discrimination regarding the use of network manag@mtools could create
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detrimental consequences for consumers, partigulaml the case of traffic
prioritisation necessities (for real-time appliocats, for example).

The current framework underestimates the difficliltiked to NGN deployment, the

open technical or commercial questions, and thasitian phase during which

complementary infrastructures will be running imagie.

It fails to go further into detail in the necessity provide good incentives for

investments, which are: more commercial flexibjlitigk sharing and less regulatory

pressure on operators willing to invest.

6) C.3.1 Interoperability issues
What type of interoperability requirement do yomsider necessary?

As NGN protocols offer many options to handle sumh such functionality,
agreements will be signed between operators to iggova minimum of
interoperability of services when they pass througkrconnection borders (media
codecs, protocols...). These agreements will frebeeun profile in interconnection
transaction of the most used NGN protocol: SIP. thao direction that can help
operators to provide VolP services with high quatit service will be to include in
these agreements a chapter restricting the numbepramon allowed codecs at
interconnection interface. In order to shortly iresuthe best interoperability,
guaranteeing the largest coverage of a great nuaflsarvices, these agreements will
be beneficial if they are defined by operators.

Nevertheless, there is a need for harmonizatiomafaonsistent implementation of

regulatory approaches of pan-European businesgssrv
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7) C.3.2 Impact of charging mechanism on transport bottlenecks
How do you assess different wholesale charging amesims in the light of the

transport-related bottlenecks?

In this question, we understand that ERG presemts wholesale charging
mechanisms, Bill and Keep model against CPNP maiggesting that CPNP can
exploit the physical bottleneck.

It has been long accepted by Regulators and opsrattject to termination rate
regulation, that Operators have significant magater in the termination of calls on
their own network. It can be noticed that this neangower directly derives from the
regulatory obligation to interconnect and to buy anovide termination services. So
this is a good example of circular regulation: dagan trying to fix a problem
originating in regulation. This is in essence thggcal bottleneck. However, it is not
clear that Bill and Keep automatically avoids thelgpem.

Bill and Keep may be an efficient option under Keaccepted commercial
agreements when there is equal exchange of ttadétiween operators. Bill and Keep
has emerged in contexts where interconnection tee$tdm common interests not
from regulatory obligations. When the traffic flowse asymmetric then there may be
a distortion of incentives which leads operatordbéounwilling to interconnect. For
example, operator A who only receives incomingficdfom operator B and does not
send any traffic to that operator B may be unwgilto make its network available for
interconnection if it receives no payment for teertination service. In such a case
operator A has invested in and operates the neta®rk “free good” for operator B.
In the world of commercial agreements where Billl &eep is sometimes used, it is
not used in those cases where traffics are asynanetr

Therefore it could be necessary to impose an dimigato interconnect. But,
mandatory Bill and Keep associated with an oblajatof interconnection leads to
market distortions and no more interest to maintatworks. There is no more

incentive for investing which becomes counter poide because the competitors

16



&ﬁgroup

only will benefit from this investment. This demarases the absurdity of such a
model.
If the regulator intends to impose obligations,must be compensated by fair

payments, because the obligation is on the seliats as well as the buyer’s side.

France Telecom does not agree with the assumptiah @PNP is a mechanism
allowing the abuse of physical bottleneck. To cleatige model in favour of Bill and
Keep will not alter the key issues. The CPNP madel maturing environment has

been proven to work.

8) C.3 Bottlenecks and SMP positions
Do you see other areas (potential bottlenecksydgulatory intervention?

In order to foster IP-NGN deployment the regulaioould look at existing constraints
on PSTN and remove them as far as they are obswlet® IP environment. If
constraints should be maintained, they should bdight as possible in order to

facilitate the migration process on commercial ¥asi

9) C.4.2 Measures based on USO directive
a) Do you consider sufficient to potentially regelaninimum quality (Art. 22 USD

new para 3)?
France Telecom understands the Commission’s rdépriar the Commission, to
propose minimum quality levels and, more precisdlyat quality of service

parameters are defined in the Universal Serviceddire. However, if supplementary

minimum quality of service standards is to be desily it should be proposed by the
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industry and be defined at the service level tsiathe requirements, knowing that it
goes hand in hand with quality at the network level

The network will convey a range of services, ealcthem presenting specific quality
requirements. Quality requirement, if any, shoudddefined at the service level. In
the Universal Service context, this requirementusthanly apply to the telephone
service which involves real-time constraints andrgrsation of traffic.

Quality of service differentiation is key to tapetfull potential of NGN environment.
Intrusive regulation in this area would risk freegia dynamic marketplace and slow
innovation and investment. Quality of service ism@ans to enhance consumer
welfare and foster added-value services in a cordéxompetition for the whole
benefit of the customers. Through product diffesditn, well-informed customers
may use quality as a decision parameter in ordeelect a provider or an operator
and choose between several offers from variousabqesrand providers.

Therefore, operators should directly manage thetwarks because they are
legitimately the best placed to do it. Mandatedliguaf service would impede the
flexibility needed to adjust and control capacignstraints according to particular

circumstances.

For instance, without adequate and direct managgmeerators would not be able to
avoid or limit congestion and to implement prigdiion of traffic when delivering

real-time services.

It is all the more difficult to regulate intercorated operators’ quality as this quality
has to be technically measured but also legible dedrly understandable by the
customer. It also requires making the quality mh#id by interconnected operators
objectively comparable between themselves. With ghgoose in mind, measurement

methods (identical measurement scope, measuremeouts, representative
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geographical measurements points) as well as whysesenting or displaying the
guality parameters must be thoroughly defined aohmaon to all interconnected
operators. This is far from trivial to put in pladbe combination of possibilities is
very wide ranged and requires an overall consensadl operators whose network

constraints are likely to be very different onenfirthe other.

Finally, it is not justified to presuppose an aoprianti-competitive behaviour from
operators and, consequently, an assumption sutiherefore operators might have
an incentive to degrade their best effort class’tasally unfounded, because
competition between operators prevents such belavibany undertaking adopts

anti-competitive behaviour, it can be handled byn@etition law.
b) Does this require additional regulation at thaalesale level?

Service level agreements between operators already which is a sound response
to the needs for providing an end-to-end qualitysefvice to customers. The best
answer is to let the market forces conclude comialeagreements which allow a
provider to make commitments on a level of quabfyservice when delivering

dedicated offers to its end-users.

Furthermore, the universal service directive onpplees to retail offers and the

guestion, if relevant, must not be set in this egtt

c) What is your opinion on ERG’s consideration thia¢ power to set minimum
quality of service requirements (both on end-used aetwork level) should be
entrusted directly to NRAS?

Neither the European Commission nor the ERG noividdal NRAs should set

guality of service requirements for the reasongilesd above. Ex ante intervention
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iSs not appropriate and acts as a disincentive tmvation and diversity with a
negative effect on consumer welfare and choice.

FTG cannot agree with the assumption that operattesignated with SMP
(incumbents) would have the incentive to reducdityuir interconnection. This is
because the customer experience is based on thgletmn of the call not on how
many networks the call crosses. Therefore, theooust will relate the quality of the
call to their own operator and not to the termimgtiparty’s operator, so the
originating operator must ensure that the ternmmgatperator is fully incentivised to
offer an equal quality of service level. Otherwikere is a danger that the terminating
operator could degrade the quality of the interemtion by underprovisioning
resources in its network, as it can use lower sestices without responsibility to its
customers. The customer cannot determine which iggovcauses the quality

degradation but experiences the reduction in gualit

10) C.5 Costing and Pricing

General: Regarding technical and economical criteria, ttxllggacy networks allow
the delivery of all services in an efficient way.igvation to IP, starting by Core
networks towards full IP NGNs, is a general tremdt, it appears to us today that it is
still too early for a detailed assessment, becanuggation is not yet very advanced.

- legacy networks continue to respond properlyust@mer demand, with a high level
of efficiency and quality of service.

- IP networks are not technically finalized todapd there is neither urgent reason

nor any interest to accelerate the move from exgdggacy to new NGNSs.
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a) Do you agree with the description of the reldvamange regarding the cost level,
the cost drivers and the cost structure?

Description of the relevant charge

Concerning the description of the relevant changgarding the cost level, the cost
drivers and the cost structure, we would like tkendne following comments:

1- Cost level the consultation stresses upon the fact that N&lidgild have a
lower cost due to fewer physical layers, fewer congmts and better packet
switching efficiency. Even if it is obvious that enators would not evolve towards

less efficient networks, some calculation has taonagle to get a fair idea of the real

evolution of cost level.

In the ERG report we read the following: «Basedlenhypothesis that the economic
rationale for NGN's is partly based on the expemtathat the costs of delivering
voice services in the long run will be no highendgprobably significantly lower)
than using legacy PSTN technologies then it is aealsle for NRAs, in
modelling/evaluating NGN costs and/or associatedng decisions, to assume that
the cost of voice services will be no higher tharrently calculated.”

This sentence calls for two remarks:

- the fact that global costs decrease does not meanunit cost will also
decrease, if the global volume carried by the ndtwadso decrease, which
may well be the case concerning the volume of fitedelphone services in the
years to come,

- annual costs based on replacement assets do nee pead to lower figures
than annual costs based on historical assets, thlegrare correctly calculated.
In general, when annual cost based on replacenssgt @re found much
lower than the annual costs based on historic&tssis does not indicate that
the actual network is inefficient, it mainly indiea that there are most
probably large errors in the calculation of reptaeat costs: either the
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technical configuration which is modelled would medrk because half the
functions or the capacity are missing, or naive andneous depreciation

schemes have been used.

In the new NGN environment, cost basis will conéinto be the reference, and
analytical detailed cost models have to be develdpebtain a proper understanding
of this new environment.

Regulators know that purely theoretical Greenfiblsttom-up models are not an
economic panacea and that correct cost modellingooimbent operators’ networks
need to take into account actual observations @aglthe actual nodes of the
incumbent network, observed utilisation charactiess accounting operating and
support costs etc... Works on network cost modeltiag led to the current practice
of regulatory costing of fixed incumbent networkaurrent practice has been taken
from both top-down (e.g. for operating and suppmas$ts) and bottom-up (e.g. for
direct capital costs) approaches, from the observatof actual network

configurations and from the evaluation of existoagacities at replacement values.

The cost of network usage will always depend enrthmber of elements (network
elements and service platforms) involved to esthbh call or a session, transmit
content and emulate a service. Networks will curgito follow a set architectural

hierarchy, for the optimization of their design asturity.

Packet networks are designed to be multi servigk @novide several classes of
services; cost levels can be different accordingexvice requirements, QoS levels,

and service platform implementations.

An additional important element needs to be poirdet the false belief of double
counting. It needs to be rectified, as it might giesignificantly on the total initial

cost of NGN. The consultation recalls that intergection has to be technically
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neutral, and wholesale tariffs must reflect the adshe most efficient way to provide
it. All of this is only acceptable if it takes intaccount the reality that the most
efficient technical configuration able to serve tteal set of services offered is,
actually today and for the years to come, hybridfigoiration. A full and pure NGN
is not and will not, in the near future, be ableftt@r all the services currently offered
on the real network.

PSTN is still necessary for commercial, operatioaatl regulatory reasons. On
commercial issues, the constraints of the contrfactaational or local services could
be more than three years. Today, the operatorsatisfied with TDM interconnection,
so to move to another technology represents castsr@npower, and could introduce
technical risks with no advantage. On regulatopeats, there are a lot of constraints
on PSTN which are more or less difficult, or costyoffer through NGN (ISDN, X25,
LL). So it seems necessary in a first phase toyarahese services and to organize
the end for some of them. But until then, theyl stdve to be provided on the
replacement network.

PSTN seems to be efficient much longer than it praslicted few years ago. Even
BT has reviewed its calendar concerning the enl@PSTN

TDM is the main technical interconnection interfaceEurope; IP interconnection is

not a proven technical solution to date.

Operating two networks is the minimal, efficientniguration to ensure service
continuity.

They permit to ensure the continuity of wholesate aetail services when NGN is
not yet able to offer the service,

From one year to another, the level of the existurgctionalities will not be 100%

available on NGN, so the optimal network is a mixetlvork, even in the hypothesis
of full replacement.

If correct calculations are carried out using ecoitodepreciation concerning capital

costs, one of the features is that when you hapeca decrease trend, the annual
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instalments are independent of the age of the .ad8sdtever the network is, old or
new, the result is the same.

It is not possible to switch instantaneously fromi&M network to a NGN network,
and there is a need for a transition period to @utae the continuity of service
provision throughout the entire period during whikh efficient replacement network
is a hybrid network. Today, we do not yet have eaclvisibility on when a NGN
replacement network will be able to insure the isess currently provided and how
long we need to maintain TDM networks. The mairsogaof this uncertainty is that
some TDM services cannot easily migrate to NGN pét& while keeping the same
QoS. We do not agree to isolate the legacy part ohttevork as long as it continues
to be necessary to provide the servidef§icient cost orientation means that the
price of specific services must be oriented to thefficient cost to produce the
same service. It does not mean that the price ofspecific service may be oriented

to the cost of another service! Based on today’'s and even tomorrow state of
technology, full NGN cannot be the technical refees hypothesis for the efficient
provision of retail and wholesale services becaubkas not been proven in the field
and because it cannot provide the services cuyr@mtvided by the real network.
Therefore the concept of double counting is a fakskef, and all network elements

which are effectively necessary to provide the ises/must be counted.

It is important to remind that a judgment of thed&pean Court of Justice: dated April
24, 2008 concluded that neither current nor histodasts could be used exclusively
and introduced the term “actual costs”, which taite account both historic costs and
(forward-looking) current costs. According to th€E it is the NRASs’ task to define
detailed rules for determining the calculation baJihe court also supported the
NRAS’ practice to use analytical bottom-up or tapath cost models in the absence of
complete and comprehensible accounting documenmnisdrder to determine the
calculation basis of the costs of the notified @per, the national regulatory

authorities have to take account of actual costanely costs already paid by the

24



(ﬁ group
notified operator and forward looking costs, thétéa being based, where relevant,
on an estimation of the costs of replacing the petver certain parts thereof. When
national regulatory authorities are applying theiqmiple that rates are to be set on
the basis of cost-orientation, Community law doespreclude them, in the absence
of complete and comprehensible accounting documéots determining the costs
on the basis of an analytical bottom-up or top-daest model." Therefore, it is only

if accounting documents are not provided in a cetepand comprehensible way that

NRA may use analytical bottom-up or top-down models

2- Cost driver: Contended capacity measures the dimensioning néeds
transport the service across the network and canefttre be identified as one of the
cost drivers.But it is not the only cost driver, and since NGale multi services
networks, platform services specific costs will bao be taken into account.

For some network elements, it may be correct tcutale the contribution to
interconnection network cost on the basis of thedladth which is necessary to
transport the service. Another relevant cost charatic could be the class of service
(data, voice, video, etc.), as it can have an impaaetwork resources being used.
The roll-out of fibre infrastructure for backbonedanow for backhaul transmission
capacity makes traffic dependent costs less depemtedistance. However, traffic
dependent costs may depend on the number of net@lerkents used to carry the
traffic. Furthermore, TDM and IP interworking reeps trunking gateways which are
designed on TDM parameters, and of which costsTal like. With NGN the
number of network elements used during a session difier according to the

geographical location, and must be considered.

If the operators have to manage a massive migrafidine cards, linked to the NGN
core migration, then the driver for this operatisrthe enhancement of the transport
network and not the enhancement of the access retihat does not need such

operation. So, applying the principle of cost céitisahe cost of massive migration
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of line cards for the sake of NGN Core implemeptatshould be allocated to

transport and not to access.

As stressed above, IP networks are still in th&iaricy, and it is very premature to
attempt any precise determination on the way eaegh service implementation will

weigh on the whole cost of the network.

The only certainty is that there will be a longéimuring which a hybrid TDM and IP

network will be the most efficient replacement tealogy able to provide the services
currently provided by the real network. It would imefficient and dangerous to take
unproven hypothetical technical hypothesis as ereece to define cost models now,

when networks do not yet exist in their definitioem.

3- Cost structure: NGNs are multi services with multiple classes@ivices. So
concerning cost structure we will have to consitteat the same service can be

offered in different ways with different Quality 8ervice levels.

Several elements will intervene in the NGN costudtre, such as software
application licence fees, capacity, channels,.etc..
Prices of licences may vary according to level@¥vie. On the pure transport side,

several levels may be required according to capa@bS, and also reliability.

b) For a pricing regime under CPNP, which of theoldsale pricing regimes (EBC

or CBC) do you consider more appropriate for IRemtionnection?

Pricing regime

We do not think that there is any link between $réon to NGNs and use of Bill &

Keep. In existing applications of Bill and Keed| eonditions are defined in
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commercial agreements, at first, the decision teraonnect or not to interconnect,
without any need for regulation.

Concerning EBC or CBC, even if EBC is the most usmthy in legacy networks,
CBC also exists in some cases. For NGNs, the twmrmgp must remain open and
there is no rationale today that allows eliminatorge or the other. We also consider
that regulation should not impose EBC or CBC, amobse one in favour of the other
is not a concern for regulation, but it must redultim a commercial agreement

between interested parties

11) C.6 Charging mechanisms
a) How do you assess the arguments with regardheoptoperties of the charging
mechanisms CPNP and Bill & Keep raised in the sestC.6.2 — C.6.10?

CPNP and Bill & Keep assessment has to take accouwnf the multi-service
nature of interconnection in NGN.Firstly, it is important not to restrict the scopfe
this consultation to voice services (fixed and nebelephony) and extend it to other
potential services that would be supported by NG#vorks (IPTV, VOD, Video
conferencing, content sharing, instant messaging ...)

Bill and Keep can not be the answer for all sewiteat the NGN will bear. Many of
these future services will have asymmetrical tcaffilPTV and VOD are two
examples for which Bill and Keep is inapplicableffic flows are unidirectional. In
fact, the charging mechanisms for the interconnadietween NGN networks must
not be a monolithic solution as they will have toswer to multiple and various
situations; they must be pragmatic and flexible.

To design a pragmatic charging mechanism, it wauiffice to meet the following
basic and fair economic principle: the people whasmpay for the costs of a

communication are those that cause the transaction.
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Willingness to pay for a call is fairly representiedwillingness to make a call under
the CPNP system.

The report discusses the utility obtained from lhaad suggests that Bill and Keep
could be more capable of internalising positivegasexternalities. In reality, there is
no theoretical foundation for this statement whictequivocally proves that Bill and
Keep can internalise call externalities in a wagtt8PNP cannot. At this stage two
comments can be made about the possibility of higative call externalities for the
called party and that other more and legitimate elfothan RPP can be introduced to
deal with positive call externalities.

- one important drawback of Bill and Keep is thatehcourages massive
spamming as every Internet user knows very welle Vhlue of being protected
against mail spams is already high. It would be mmhigher against voice spams. In a
welfare analysis, the role of termination ratesimgjavoice spams should be very
seriously assessed. Everyday life already showidhibae customers suffer much less
from undesired commercial phone calls on their meotian on their fixed line in
Europe.

- introducing RPP would break the very importanhgple that the one who
pays should be the one who initiates the servigea positive decision. Moreover, in
one way or another, calling parties could be imdiyeinterested in the revenue
generated by the RPP principle and be involvedassive frauds, costly to fight, and
creating a very negative impact on customer’s clanfce. Finally, seeing RPP as the
only way to take into account positive call extditgga) ignores the existence of cost
and revenue sharing for special service for comm@emmunications and (b)
shows a very narrow view of how people regulateititerpersonal communication.
Sharing the value of communication between thantpknd the called parties does
not have to be done within a single phone call.pRegenerally have a continuous
telephonic relation throughout time, and they ratpl the value of this

communication for both parties through how oftere @f the parties calls the other.
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Moreover, such a personal regulation is much mérelent as it integrates personal
and bilateral parameters out of reach of networraiors.

The report states page 105 “Coupled with a diractibpayment flows the charging
mechanism may have implications on the definitidnrelevant markets and the
determination of SMP.” Again, the current relevamrket recommendation applies
and we do not see how the definition could charrgeowv services like multi-media

services are potentially covered by any obligatioterm of tariff.

Charging both transport and service interconnection could be the right
approach

A charging mechanism is flexible if it is able tegt to all possible services (not only
VoIP). It is also possible to consider a third partinterconnection tariffs: the
payment for content rights which is relevant fof WPand VOD interconnection.

IP transport charging would take into account thierconnection compensations at
the IP transport level. At this level, all servidhat interconnect would be aggregated
and different classes of service could be constdce reflect different quality
requirement. The charging mechanism at the seteicd should adapt to a case by
case basis depending on the characteristics afgéhece and who initiates and gets
benefit from this service transaction and who gagsresources implemented to serve
it.

Bill and Keep would greatly simplify the NRA tasksbut ...

In this consultation, ERG shows that it is parigly favourable to a Bill and Keep
charging method for interconnection in NGN. The ER@uId understandably like to
simplify the audit of interconnection costs. Butlhie objective is to simplify NRAs

task the correct solution is to stop regulating aatito apply a wrong regulation.
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Paradoxically, the consultation shows that NRAs kopropose to control a
minimum level for the quality. To guarantee thi;mmmal quality level requires being
able to identify who is responsible when qualityursder the minimal threshold. As
there is no normalized way neither a universal ensgs on how to build an NGN
network, the control of the end-to-end quality cbulecessitate putting in hand a
complex experimental process to measure some Kifd.task could finally be much

more tedious than auditing costs model

Asymmetry risk is certainly one of the main drawba&s of Bill and Keep
Bill-and-Keep should be considered only if freedohinterconnection is granted and
under symmetric conditions. First, providers whinterconnect in a Bill and Keep
charging mechanism must belong to the same clagseiork access providers.
Other providers such as application server progidercontent providers must not be
allowed to interconnect without charging. In facé wan generalize this principle
saying that only providers that have the same imicture could agree to
interconnect in a Bill and Keep charging schemeatTéxcludes Bill and Keep
between fixed and mobile access network providensesthe marginal call
termination costs are much higher on the second.

Moreover, for the long term we gather that Bill akdep applied to mobile access
networks will not give good incentives for the usagf the radio frequency
bandwidths by the actors. Indeed with the developgnoé broadband mobile data
services, radio frequency more than ever will bee@scarce resource. Contrary to
fixed networks where the bandwidth to access tlntd is independent (each client
has its own access link and the bandwidth he uses dot impair the bandwidth
available for all other clients), radio frequen@ndwidth in a mobile access network
is a shared and scarce resource. The bandwidthbysaclient becomes unavailable
for the others and so incurs an opportunity cositsnuse. Allowing caller party
networks to access for free such a resource wilghe the appropriate price signals

to the market. That would permit low value servidtesengage resources to the
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detriment of a more valued one, contrary to thagyie of opportunity cost. The end
result is a negative impact on welfare.

Secondly, the volume of traffic between the twovmlers must be symmetric. But
with the coming of new services and the evolutibiold ones, this condition cannot
be taken as granted. Moreover Bill and Keep fasquoviders to acquire clients that
initiate more calls than they receive. We can imaghat some business clients such
advertising and On-Line marketing call centres wlobcome very good clients as
they bring to their operators great revenues amd dosts, while imposing no
revenues but high costs to other operators.

Here, we find the "spit" problem. A free call temation will lead to a proliferation of
unsolicited calls as for the electronic mail boxexl it would be extremely more

difficult (and costly) to filter unsolicited voiogalls rather than email Ascii texts.

It would also be very difficult to forecast how ffre will evolve tomorrow. One can
take the Internet as example. Up to now trafficunoés on the peering link were
roughly symmetrical: the ratio between upload andmoad directions usually did
not exceed (1:2). More recently with the explodingrease of video services such as
Youtube, DailyMotion or other services such as W&k this ratio between upload
and download traffics also explodes: from (1:2(120).

On the contrary to what ERG asserts in the conswuitan C6.8, this increasing
asymmetry of the traffic flows exchanged on the ripee links in the Internet
jeopardize Internet connectivity and threatens goelity. A recent dispute (and
disconnection) between Telia and Cogent Tier 1rdiAsit provider has proved this.
The consequences on the bandwidth capacity exparesi® serious. As Internet
access providers do not benefit from any revenomn fthis asymmetric traffic, they
are not encouraged to invest in capacity extensidheir network in order to allow
this traffic to flow with a proper level of qualitsome recent studies (see the IHate

one) forecast a possible bandwidth shortage dubketdraffic imbalance brought on

! |date — Saturations des réseaux - 2006
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by these new video services. Due to these diffesiltcontinuation of free peering
agreements in the Internet is not guaranteed tddayy actors, especially Internet
access network providers, want to change the angugiles; above all, when upload
and download traffic flows are greatly differenterdce providers that send more
traffic than hey receive must pay for it in anyeas

Beyond the necessary symmetry of sent and recétaécts, Bill and Keep partners
must also agree on the traffic volumes they inteméxchange including especially
those in the peak period. We find again the situmatvhere an actor will exceed its
forecast agreements. Treating this kind of situmshould also fall under free trade
negotiation ...

Bill and Keep favours high income customers againskow income ones and
CPNP favours new service penetration

In page 88 of the document ERG says that "Bill &eKeeems to be associated with
incentives for efficient network usage”. . The ER$3ertion is based on four country
cases thaseem to be favourable to Bill and Keep, Figure 3. Buthags one can
guestion if some specific conditions on these ntarkell explain the difference
shown by the figure. It is easy to find one for igeéfong and Singapore. They are
both small territories (~1000Kmand ~700krf) with very high population density (>
6500 per krf). It is not relevant to compare such territoriesh much larger
countries such as France, Germany or Spain. (Fampbe the population density in
lle-de-France, the most densely populated regiokrance, is less than 1000 per
km?).

For the US mobile market case, the argumentati@s dot clarify if the retail price
comparison indicator takes into account only safis ©or both sent and received calls.
To our knowledge the US mobile customers also pareteive calls (Mobile Party
Pays is usual on the US retail mobile market). Téisot the case on the European
mobile market where mobile customers only pay tmdsealls. (except for

international calls).
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To fairly compare mobile retail price, it would hecessary to aggregate both volume
and total price paid for sent and received catlss hot clear if this is done in the
Merrill Lynch study.

Moreover, and apart from the question of accouniotl for incoming and outgoing
traffic, there are other differences: billed mirsutare higher than conversation
minutes ; the first second of communication reledke billing of one minute and ,on
the top of it, signalisation and ringing time adelad. So, even if the price per minute
could give the impression of being low, the findlitg is higher than what it should
be.

To be fairly objective, ERG should also comparesoticonomic indicators (not only
the usage in function of the retail price). An exdenof one of these could be the
service density (% of population with a mobile)fasction of the GDB per inhabitant.
We find the data for this comparison in "Le marchéndial des services télécoms
Marché-Zones géographiques, M10307, Idate, Mar8'200

Country | Mobile density (%  of GDP per inhabitant (in thousand USD)
population) (data for 2004)
(data for 2006)

USA 78% 39,5

Canada 56% 33

France 82% 28

Germany | 103% 29

UK 118% 29

From this table we could conclude that Bill and Ee@pplied by some mobile
operators in USA and Canada) does not favour sedeasity.

Despite their lower GDP per inhabitant, the Europeauntries with the CPNP
interconnection charging principle have a greatebite density. The difference is
from 1 to half, if we compare UK to Canada. Frdra social welfare point of view,

one may wonder whether it is preferable to favaioeas to the service to most of the
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people even if they have low incomes or whethas ibetter to promote usage for
people with the highest incomes.
It is commonly assumed that high call terminatiates promote the penetration of a

service. Service providers have the ability to slibe handset acquisition..

On the mobile market we are probably at the begmmf a new era: that of new
broadband data services including mobile IPTV athkiovideo services. Fixed-
mobile service integration is also a key elemerdt ttvould impact future of
telecommunication services. Fixed-mobile integratetvices and mobile broadband
data services will need to renew most of the mob#adsets. Maintaining financial
conditions such that mobile providers will be atdesubsidize these new handsets is a
mean to speed up penetration of these new serggmecially for low and medium

income people.

b) How can the migration process towards all-IPrastructures be alleviated for the
following options: 1) long term goal CPNP, 2) loteym goal Bill & Keep? How do
you evaluate the measures and options discussed? hBtease also consider

problems of practical implementation.

Impose Bill and Keep would lead to great operationledifficulties

If it is submitted under duress and not freely @mys'Bill and Keep" appears as a
violation of property rights since it does not all@ fair remuneration of resources
invested by an actor and requisitioned to be ugemhbther.

Moreover if Bill and Keep became an obligation &ISMP operator, it becomes a
right for some other actors. As it is impossible aoccept everybody, one must
determine eligible actors. Belonging to the lisbpkrators reported to the NRA is not
a sufficient criterion. For instance in France tlaeg 790! The theoretical criterion

may be to propose access service, but obviouslyiadgrtaking could be able to sell
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a few access lines for the sake of being eligiblenandatory Bill and Keep! As an
example of this practical complexity we can repbat the rule of the future "2.6 GHz
frequency" auction, notably in UK, will allow actowho purchase frequencies to
resell a part of them. Such rules will multiply tl&t of potential candidates for Bill
and Keep NGN interconnection. And there is no clkegyulatory reason to accept
some and reject others.

The simplest and most efficient way to choose thedwate would be free trade
negotiations between the players. Allowing all ddates to interconnect in a Bill and
Keep charging mechanism would lead to non optinmié&rconnection network
configurations. Too many candidates would bringladmbity difficulties and also
would prevent the development of a transit markéthy pay for interconnection if it
is possible to interconnect for free.

After determining the eligible candidates for Bithd Keep interconnection, one must
also define which traffic is eligible. In theory lgntraffic that is addressed to
customers on the last segments behind the condid®®d would benefit from Bill
and Keep. But what to do with traffic for other tleations? Will they purely and
simply be rejected or will they be rerouted by tbperator to their effective
destinations? In the first case, it can be notibed this filtering costs and there is no
reason that local customers pay costs caused fic twehich they are neither the
source nor the destination. Moreover traffic re@ctwould be source for many
disputes (see the phantom traffic problem in thg. US

In the second case, one will price for the rergqubhthe calls. One must therefore be
able to assess who sends what to whom. Then thethetral savings on the
transaction costs brought by Bill and Keep are lost

Bill and keep is also known to discourage efficieall treatment: see the so called
"hot potato” routing problem in Internet intercontien. In NGN interconnection this
problem will be worse. The following case is atfiexample of a similar effect to the
"hot potato” routing problem. For a telecommunigatiransaction, the network of the

caller will have no interest in achieving in itstwerk the codec translation of its calls.
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As this treatment is expensive (it needs significesources in session border
controller equipment), it will leave this task thet receiving operator. To avoid
conflict on this point, the NRA should strictly de¢ and impose which codec is
allowed in what condition and for what service. Bumonstraints will harm the

development of innovations in networks and services

Implementing Bill and Keep in a country is not astask. Following the theoretic
works done by economist of the FCC (see DeGrattkinson and Barnekof), in
2001, FCC has tried to propose Bill and Keep tdyumter-carrier compensation
regimé in the US. This attempt failed.

In July 2006, FCC proposed another plan, the Miss®lan, whose objective was
once again to unify the compensation rates forsh nejority of carriers and reduce
all inter-carrier compensation rates to three tsadepending on the population
density in the area of the access networks. To kmaowledge this plan has not

encountered more success than the previous one.

Bill and Keep may not deliver all the benefits annonced by the ERG

Finally, we must point out that it is illusive tequire minimal quality level while

imposing Bill and Keep. Quality costs money andatnot be perceived by clients if
an operator does not respect the minimal qualitelleLowering the cost of its

networks by suppressing resources needed to nraiatgood quality level would be
an optimal strategy for every individual operatdhis would lead to a general

decrease of service quality as it allows propofimgcost services to clients.

ZA Competitively Neutral Approach To Network Interconnection December 2000 Jay M.
Atkinson Christopher C. Barnekov- Federal Commuiios Commission- December 2000
% Federal Communications Commission FCC 01-132-
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c) Assuming that different charging mechanisms @agply in different Member
States: would this imply specific problems (e.dniteage)? If so, how could they be

addressed?

Migration from TDM to NGN is neither the first n¢ine last technological transition
which the international operator's community isifgc In this specific case, the
transition period, that will be different in eacbuntry, could allow the operators to
find equilibrium into the methods used for chargifigne step by step method, on
commercial bases, would be the more efficient mitbolutions being found for each
new question. This is definitively far from the athat all the Member states could, at

the same time, change for a new model that is listiea

d) Do you consider that the issues mentioned hexecamprehensive with regard to
the application of Bill & Keep for IP-interconnecti?

As previously mentioned, the ERG report is takimy §ranted development or
mechanisms that are not finalized and even thatmoape eventually chosen.

Before tackling the billing models issues, it colld relevant to take into account
what NGN will look like in reality.

A lot of questions remain open:

Standards: Several organisations are working ondlaed standards, sometimes on
the same subject (IETF, ITU-T, 3GPP about SIP faters) with necessary
discussions to avoid the risk of divergence betwdenstandards. The organisations
dedicated to mobile networks and those dedicatéaed networks also face a risk of
divergence. The subject is not mature and timeeexiad to have the final technical
and efficient standards.

Furthermore, in general, implementing standardstsfree from problems leading to

malfunctioning.
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Network costs: they are still only partly known.€ejhare really dependent on the
manufacturer’s plans and road map.

Migration period: the network is concerned by teertinal equipment as well, which
brings another parameter into the equation. Thieoaderminal production is not sure;
changing the legacy still need to be proven fromeaanomical point of view. It
would take time in any case and is very likely tmtover all the services currently
provided by the existing network. .

The separation between the transport and the selay@r: in general the question
remains open but for real-time services with gyahéquirement such as voice
services it is quite sure that transport and serlagers cannot be independent. The
codecs used are indicated in the signalling andreahe flow characteristics of the
transport plan. This is also the signalling thalicates the content of the media flow.
What is distinct is the way used by the two flows dignalling and media. This is not
new at all in telecommunications: in TDM networlssgnalling and media flows
already follow different routes. When CCITT n°7 wadsveloped in TDM networks,
there were dreams of independent signalling andarredting which never came into
reality just because it was neither realistic riticient for voice service. It is still the
case today and TDM interconnections cover both amedid signalling levels. It is
entirely possible that the same dreams will leathéosame result for NGN. Then, we

could have one interconnection offer covering tawise and the transport.

To summarize our position, we assert that Bill andKeep could only be proposed
as a free trade commercial agreement as it is these in the Internet. It can not
be imposed. The guarantee of symmetry in traffic amh in the cost functions is

certainly one of these win-win conditions
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Other points ...

Assumptions

- Page 4 (and also later in the document), the authgs that charging in
Internet interconnection arrangements depends erstim of traffic flows in both
directions. To our knowledge it depends on the maxn of traffic flows in both
directions.

- Page 8, the author says that "best effort” qualibes not mean low
transmission performance and low quality of servitl@s affirmation would require
more quantitative justification. It is true thatmast always, Internet services work
well but sometimes one can experiment very badtiomag. Many of these are due
to intrinsic characteristics of the IP protocols3B rerouting instabilities is one of
these characteristics). Most generally, one obseha pure IP "best effort” networks
are less available than TDM networks (more thanarder of magnitude difference).
If this quality level is sufficient for servicesfefed for free to customers (difficult for
a customer to grumble against a provider that sffege services), it is unacceptable

for commercial services. For business customeatitguexpectations are even higher.

Pure Internet

The author considers quality of services but dassdeeply treat security and trust.
Nevertheless, trust is surely the main differeneevben services offered by telcos
and services offered by «open Internet” playersit@oy to the Internet mail services,
clients of telco services such as telephony are amoifronted with up to 97%

unsolicited transactions (the rate encountered Witernet mail services) coming

mostly from anonymous persons. Telecommunicatiansictions on Telco service
platforms are supervised and controlled. The idiestof the caller and calling parties
in a communication transaction are authenticatethéyelco operator using fixed line
or terminal identifications (SIM card is an exanmpleo, in a telco service transaction,
all the caller(s) and calling(s) parties are almeste of the line or terminal

identification. Of course, it is always possible éomalicious person to steal a mobile
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terminal or to call unduly from a given fixed lindn fact in the telco world, telcos
play the role of third party trusting. As a conselee, all customers have a closely
and clearly identified entity to which they can qdein! That is not the case in the
world of pure Internet services where it is oftanpossible to identify who is
responsible. Moreover when we identify one, itsalegdministration is on the other
side of the planet inaccessible to the normal tlien

An open network solution as pure Internet has ndytaome advantage but we don't
believe that someone wants to see his answeringhinedransformed into a
wastebasket in the manner of email boxes — thami&lk and Keep in the Internet
world. And we do not talk about identity theft, Buas spoofing, that is developing
more and more on the Internet.

Business actors which are particularly sensitive issues of security and
confidentiality of their information and data dotnzhoose the "Open Internet" to
carry their traffic. They prefer to use privateld&kbone networks (VPN IP backbone)
even if these solutions are more costly. Trustfidentiality and quality of services

cannot be obtained for free.
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List of acronyms:

ATM: Asynchronous Transfer Mode

GSM : Global System For Mobile Communication
IPTV: Internet Protocol Television

IMS: IP Multi Media Subsystem

ISDN : Integrated Services Digital Network
I-SBC: Interconnection Session Border Controller
LEC: Local Exchange Carrier ( ILEC : Incumbent LbEachange Carrier)
PSTN : Public Switched Telephone Network
TDM: Time Division Multiplexing

SBC: Session Border Controller

VOD: Video On Demand

VPN: Virtual Private Network
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