BEFORE THE NEBRASKA PUBLI C SERVI CE COW SSI ON

In the Matter of the Application ) Application No. C 1825/
of the Nebraska Public Service ) Pl -21
Commi ssion, on its own notion, )

seeking to conduct an investigation ) ORDER

into the effects of Internet tele- )

phony on the tel ecommunications in- )

dustry in Nebraska. ) Entered Septenber 28, 1998

BY THE COWM SSI ON:

On June 16, 1998, by its own notion, the Conm ssion opened Docket
No. C-1825/PI-21 to conduct an investigation into Internet Protocol telephony
(I P tel ephony) to determ ne: what |IP tel ephony is; what regulatory or
oversi ght
role the Commission has in relation to IP tel ephony; what responsibility
providers of |IP have to Nebraska consuners; and otherw se exam ne the pl ace
of I P telephony in the tel ecomunications industry.

The Conmi ssion requested that by August 14, 1998, interested persons
submit responses to a series of questions. The follow ng parties submtted
comments: Aliant Conmunications (Aliant); M Tel ecomunications
Corporation (MIl); US West Comunications, Inc. (USW; the VON
Coalition (VON; Qmest Conmunications Corporation (Qmest); the
Nebr aska Tel ephone Associ ati on (NTA); the Nebraska | ndependent
Tel ephone Association (N TA); Nebraska Technol ogy &

Tel econmuni cations (NT&T); Comunity Internet Systens, |nc.
Nebr aska Cooperative Governnent; and Steven D. Smith

OPI NI ON AND FI NDI NGS

The Nebraska Constitution, Article IV section 20, enmpowers the
Conmi ssion to regul ate common carriers, including tel ecomunications
conpanies. Neb. Const. Art. |V sec. 20; Neb. Rev. Stat. sec. 86-803(1).
In this instance the Comni ssion has specific jurisdiction to regulate
intrastate two-way switched voi ce communi cations. Neb. Rev. Stat.

sec. 86-802(2). |IP telephony is two-way switched voi ce comruni cati ons
and, therefore, is subject to Commi ssion jurisdiction when the cal
originates and termnates within Nebraska. Interstate calls would be

subject to the jurisdiction of the Federal Comunications Conm ssion
(FCO). UsSWal so suggested that the Commi ssion has pricing jurisdiction
over all calls to I SPs using |ocal exchange facilities.

Voi ce comuni cations transnmitted over the internet differ from
traditional telephony in both the technology utilized, and the quality of
t he conmuni cation. The separately routed data "packets"” transmtted
through | P tel ephony place different demands and costs on the public
swi tched network than do the dedicated end-to-end transm ssions of
tradi tional telephony.

Wil e nost comentors agreed that the Conm ssion has
jurisdiction over at |east sonme aspect of intrastate |IP tel ephony, severa
suggested that the Comnission refrain fromexercising that jurisdiction.
Many indicated that traditional regulatory practices should not be applied



to IP tel ephony. Parties expressed concern as to the ability to distinguish
bet ween intrastate voi ce comunications with other data transm ssions

over the internet. Further, |IP telephone calls are of a lower quality than
tradi tional phone service.

As technol ogy evol ves, these shortconi ngs shoul d di ssipate.
However, the majority of parties stated that the inposition of access
or other charges coul d di scourage advances in the technol ogy.

We agree that if providers of |IP tel ephony were subject to access
and other charges as they are currently structured, these obligations
coul d suffocate the devel opment of IP tel ephony. Further, because
| P tel ephony does not place the sane burdens upon the network as
does traditional swtched tel ecomunications, the obligations of its
provi ders should not be the sane.

Al'l users of the network should be treated equally, based on
the costs they inpose on the network. Aliant suggested that "Instead
of burdening I SPs with current access charges, the (Comm ssion)
should facilitate the creation of an environment in which all network
users contribute equitably to the cost of the network." The Comm ssion
has a vehicle in which the prelimnary steps toward such an environnent
can be taken. Docket No. C-1628 was initiated by the Comm ssion's
own notion to address access charge reform and the devel oprment of
a state universal service fund. The specific questions concerning an
| P provider's obligations for access and universal service should be
addressed in that docket.

As such Docket No. C 1825 shoul d be closed, and the issues
rai sed in such docket should be explored in Docket No. C 1628. The
conments subnmitted in this docket will be included as part of the record
in Docket No. C 1628, and all parties who submtted coments are
encouraged to participate in those proceedi ngs.

ORDER

I T 1S THEREFORE ORDERED by the Nebraska Public Service
Conmi ssion that Docket No. C-1825/PlI-21 is hereby closed, and that
t he questions concerning the obligations Internet Protocol providers
for access, universal service contributions, and other contributions shal
be addressed in Conmi ssion Docket No. C-1628.

IT 1S FURTHER ORDERED that all coments received in the
present application, will be made a part of the record in Docket
No. C-1628.

MADE AND ENTERED at Lincoln, Nebraska, this 28th day
of Septenber, 1998.

NEBRASKA PUBLI C SERVI CE COW SSI ON
COVWM SSI ONERS CONCURRI NG
Chai r man

ATTEST:



Executive Director
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