e ORIGIVAL

Before the
FEDERAL COMMUNICATIONS COMMISSI(N

Washington, D.C. 20554 ECE VED

J
UN 24 159
In the Matter of COMMMy
International Settlement Rates ) File No. IB 96-261

SUPPLEMENTAL COMMENTS

AT&T Corp. ("AT&T") hereby submits its Supplemental Comments in
response to the Public Notice' inviting comment on the proposal to apply to U.S.
facilities-based private line carriers the benchmark settlement rate conditions that the
Commission proposes to apply to private line resellers.

As described in AT&T's Comments (p. 40, n.65) and Reply Comments (p.
51), one-way by-pass may occur when U.S -inbound traffic is routed to facilities-based
private line carriers as easily as when it is routed to resale private line carriers. In either
case, the foreign carrier avoids paying settlement rates on the U.S.-inbound traffic, while
continuing to receive settlement rates on U.S.-outbound traffic, and causes severe
competitive harm. For this reason, AT&T supports both the NPRM's” initiative (] 81) to

use settlement rates to address one-way by-pass, and the proposal here to apply settlement

' Public Notice, IB Docket No. 96-261 (June 4, 1997).

> International Settlement Rates, 1B Docket No. 96-261, Notice of Proposed

Rulemaking, (released Dec. 19, 1996), FCC 96-484 ("NPRM").
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rate conditions to the provision of switched services over all international private lines,
whether those facilities are owned or leased.

However, as AT&T has also described (Comments, pp. 34-39 & Reply
Comments, pp. 47-51), merely requiring settlement rates on the relevant route to be within
benchmark levels, as the Commission proposes, does not provide a sufficient safeguard
against one-way by-pass, whether the U.S.-inbound traffic is sent over owned or leased
international private lines. The wide margin between the cost-based U.S. termination rates
of under 7.5 cents per minute that foreign carriers would obtain for their U.S.-bound
traffic and the Commission's proposed benchmark levels of 15.4 - 23.4 cents would
provide foreign carriers with significant cost savings on every U.S.-inbound minute sent
over owned or leased international private lines — giving them a powerful incentive to
by-pass those benchmark rates and threatening major competitive harm to the U.S.
market. See AT&T Comments, pp. 30-31.

As AT&T has emphasized (Comments p. 36 & Reply Comments p. 47),
settlement rates will prevent one-way by-pass only if they are lowered to cost-based levels.
Otherwise, foreign carriers will obtain lower cost U.S. termination through the use of
owned or leased international private lines -- thereby increasing U.S. outpayments, U.S.

carrier costs and U.S. consumer prices.’

3

See, e.g., Regulation of International Accounting Rates, 7 FCC Red. 559, 561
(1990) ("'one-way' resale would be detrimental to the U.S. public interest"); ACC
Global Corp., 9 FCC Rced. 6240, 6242-43 (1994); Market Entry and Regulation of
Foreign-affiliated Entities, 11 FCC Rcd. 3873, 3924 (1995) ("permitting unilateral
evasion of the settlements process would exacerbate the U.S. settlements deficit and

(footnote continued on following page)
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This competitive harm would occur whether foreign carriers send their
U.S.-bound by-pass traffic to a U.S. facilities-based or resale affiliate, or in
correspondence with an unaffiliated U.S. resale or facilities-based carrier. Moreover, as
AT&T has demonstrated (Comments pp. 37-39 & Reply Comments pp. 49-50), if foreign
carriers with above-cost settlement rates were allowed to provide these services, other
proposed regulatory safeguards would not prevent this competitive harm.

Yet, as the NPRM (Y] 83) recognizes, "[b]y ordering all carriers to pay
settlement rates at the lower end of the benchmark range for switched traffic, the
Commission would eliminate the financial harm from above-cost rates that makes
competitive harm possible." Indeed, by removing foreign carriers' incentives to engage in
by-pass, a requirement that the provision of switched services over owned or leased
international private lines be conditioned on the availability to all U.S. carriers of a cost-
based settlement rate would prevent competitive harm even more effectively than the
Commission's present equivalency requirement.*

But if only benchmark rates are required, and if the equivalency
requirement is no longer applied to the provision of these services between the U.S. and

the more than 130 World Trade Organization ("WTOQ") member countries, as the

(footnote continued from previous page)

ultimately increase the burden on U.S. ratepayers"); Cable & Wireless, Inc, 11 FCC
Red. 1766, 1767 (1996).

The Commission's rules presently limit these services to countries that "afford[] resale
opportunities equivalent to those available under U.S. law." 47 C.F.R. Section 63.18

(e) 3).
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Commission has also proposed,’ existing safeguards for U.S. consumers and carriers
against foreign dominant carriers seeking to increase their profits from their bottleneck
facilities by engaging in one-way by-pass would be greatly reduced.

AT&T therefore urges the Commission to eliminate the major risk of
competitive harm from these services, whether provided over owned or leased facilities,
by conditioning their provision on the availability to all U.S. carriers of settlement rates at

the lower end of the benchmark ranges.

*  See Rules and Policies on Foreign FParticipation in the U.S. Telecommunications

Market, Order and Notice of Proposed Rulemaking, IB Docket No. 97-142, (released
June 4, 1997), § 50.
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CONCLUSION

For the reasons explained above, AT&T requests the Comamission to revise
its proposal and to require that cost-based settlement rates be available to all U.S carriers
before authonizing the provision of switched services over owned or leased international
private lines on any international route.

Respectfully submitted,
AT&T CORP.

Byﬁ.ié_‘f"bﬂr%e/v

Mark C. Rosenblum
Lawrence J. Lafaro
James J. R, Talbot

Room 3252H3

295 North Maple Avenue

Basking Ridge, New Jersey 07920
(908) 221-8023

Dated: June 24, 1997
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CERTIFICATE OF SERVICE

I, Helen Elia, do hereby certify that on this 24 day of June, 1997 a copy
of the foregoing "Supplemental Comments of AT&T " was mailed by U.S. first class mail,

postage prepaid, upon the parties on the attached service list.

Helen Elia

*No address was provided. Service has therefore been made on the relevant country's
cinbassy in the U.S.
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