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February 26, 2016 
Commission’s Secretary 
Marlene H. Dortch 
Office of the Secretary 
Federal Communications Commission 
445 12th Street, SW 
Room TW-A325 
Washington, DC 20554 
Deena Shetler: deena.shetler@fcc.gov  
FCC Contractor: fcc@bcpiweb.com  
Re: WC Docket No. 06-210 
CCB/CPD 96-20 
  

 
 

Comments of Petitioners Concerning Fraudulent Use 
 
 

The following addresses AT&T’s already FCC denied and abandoned and bogus Fraudulent use defense. 1 
 

R. L Smith FOIA Speaking about Fraudulent use provisions Exhibit K in plaintiff’s initial filing. Mr. Smith is 

stating that the existing fraudulent use provisions do not restrict traffic only transfers but the proposed Tr8179 

would. http://apps.fcc.gov/ecfs/document/view?id=6518610620  

 
R.L SMITH:  
 

Finally the provisions noted by AT&T here do not seemingly restrict 
TorA ( Transfer or Assignment) per se but the new regs do, nor does it 
address TorA explicitly.   

 
Because the Fraudulent use section was never meant to be used to prevent transfers of service. That is why the 

fraudulent use section does not reference TorA.  The FCC revived a 1995 Controversy that was a dead by 

1996.  

 
 
 

                                                           
1 AT&T’s fraudulent use defense asserted that because CCI must keep its revenue and time commitment and 
under this predicate AT&T asserted that CCI would not be able to meet its revenue commitment once traffic 
was transferred away from CCI’s plan to PSE. In 2006 AT&T created a new controversy before Judge Bassler 
in the NJFDC stating that “all obligations” transfer. Therefore if all obligations transfer AT&T no longer can’t 
suspect CCI from not meeting the revenue commitment which AT&T since 2006 claims CCI no longer had. 
Additionally the pre June 17th 1994 exemption is prior to the Jan 13th 1995 traffic only transfer so AT&T 
knew the plans were immune from shortfall and termination penalties and thus there was ---as NJFDC Judge 
Politan determined---no merit to AT&T’s fraudulent use assertion of being deprived of shortfalls.    
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R.L Smith: Against speaking about Fraudulent Use Provisions:  
 

Finally, the provision AT&T refers to here also do not explicitly 
prohibit TorA per se and do not directly address it.  

 

 
 
 
 
R.L. Smith:  
 

“we find in favor of customers in case of conflicts.  
 
R.L –You’re absolutely right. The Fraudulent use section makes no mention of Transfers of service. Correct. 

AT&T should never have been allowed to use this defense that not only was used after 15 days statute of 

limitations but was revived by the FCC after the NJFDC in 1996 stated that AT&T’s argument premised on 

shortfalls is not substantiated. AT&T has been allowed to get over for 21 years.   

 
 

 
 
RL SMITH FOIA:  
 

“Let us be certain of what we are protecting AT&T from. Is 
it the location commitments that would be worrying 
AT&T?”  

 
No issue with location commitments. The locations will all pay their bills to AT&T and PSE will be 

responsible for bad debt if the locations do not pay their bills to AT&T. AT&T is 100% bad debt free.   

 
R.L Smith: 

“Do we need to save AT&T from commitments per se? 
Why not just loss of pay for charges. If the moved 
locations are still with AT&T , they may well generate 
enough money to keep AT&T almost whole and not cause 
the need  for this intrusive method of protection.”  
Al: Well said R. L. You should be an FCC Commissioner.  
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R. L Smith FOIA ….. 
 
You have a fraudulent use case that has already been denied in 1995 in which as per the FCC the CARRIER 

OFFERS NO FINANCIAL IMPACT…..Why? Because its costs would have all been covered….. 

 
http://apps.fcc.gov/ecfs/document/view?id=6518610620  
 
AT&T’s Substantive Cause Pleading NEVER GETS TO ANY FINANCIAL IMPACT ON AT&T.  
 
R.L comments….  
 

“But this does not make sense”. 
 
R.L. –You’re right none of it makes sense.  
 
 

 
 

Legitimate Business Plan- No Fraudulent Scheme  
 
 
CCI’s President Larry Shipp and I went back to AT&T multiple times after AT&T denied the CCI-PSE 

transfer and asked how much traffic will you allow to transfer. AT&T told us they are not allowing any more 
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traffic only transfers even when you have Letters of Agency (LOA’s) on all your end-users so you control 

ownership of the accounts! AT&T simply shut down 2.1.8 and did not allow it to be used.  

 

The subjective question of how much is too much was raised in the Substantive Cause Pleadings over Tr8179. 

If you read the petitions to reject Tr8179 from not just our counsel but other counsels (including TRA 

counsel) it addresses the subjectivity issue that AT&T was allowed to decide how much is too much.  

 

Furthermore we are not talking about actually engaging in fraudulent use. It is only merely suspecting 

fraudulent use.  This is after the 1996 injunction in which the Court had NO CONTROVERSY OR 

UNCERTAINTY concerning fraudulent use. R.L Smith also notes “what are we protecting here? The costs 

that AT&T was SUSPECTING of losing were shortfall charges for contractual commitments. Not hard cost 

for telephone service. If AT&T were to collect those costs it would have received 100% windfall profit as the 

definition of shortfall is paying for services NEVER USED.  

 

AT&T can’t assert that the discounted rate that we were getting justified the shortfall being built into the 

contract because AT&T was giving out 66% discount to CT-516 ( PSE) on less revenue commitment. CT-516 

was a $4.8 million commitment to get 66% discount. Our CSTPII/RVPP plans received less than 28% 

discount and we were doing in 1993 $100 million in total revenue and by Jan 13th 1995 we were down to 

$54.6 million as the FCC 2003 Decision states.  

  

The FCC advised AT&T in 1995 that it should withdraw Tr8179 because the FCC was going to reject it 

because AT&T should not be allowed to subjectively measure intent. We are now back to 1995 where the 

FCC again is looking at fraudulent use. It would be totally inconsistent for the FCC not to again decide that 

AT&T  can’t subjectively SUSPECT fraudulent use to deny a proper transfer.  

 

It was only going to be temporary anyway. If the accounts were transferred we had a proposal to take less than 

66% but give more to the end users. What we proposed was we give the end user 35% instead of the CT-516 

offered 28% to the end-users and PSE got 38% extra ( 66% total)  so if we give away 35% we get our traffic 

back! We were only going to ask for 25% extra. (35% to end users and 25% to plaintiffs= 60%) So AT&T 

would have paid out 6% less ( 66% vs 60%) and would retain more business because the end users were 

getting 7 % more ( 28% to 35%). Remember portability of toll free service started in May 1993 and AT&T’s 

base was being attacked by other carriers like MCI, Cable & Wireless, Total Tel and Sprint back then. The 

point here is the movement of accounts would not have been forever! AT&T would have been in a much 

better position based upon our proposal.  
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There was no fraudulent use involved. Plaintiffs had met their commitment and AT&T denied us a CT of our 

own. That is the real issue. AT&T discriminated against us by not giving plaintiff’s a Contract Tariff.  

 

See Exhibit A where AT&T was advised and shown that plaintiffs qualified for much deeper discounts but 

were denied. Within Exhibit A are letters to AT&T and one is dated Jan 13th 1995 which is the day the traffic 

only transfer was done from CCI to PSE after AT&T confirmed that it was discriminating against plaintiffs 

and not offering contract tariff.  See EXHIBIT B which was a certification that was requested by Judge 

Politan of AT&T regarding the issuance of deeper discounted contract tariffs. Judge Politan wanted to know 

why AT&T was not offering plaintiffs deeper discounts as others that plaintiffs obviously qualified for but 

AT&T was refusing.   

 

Plaintiffs were forced to move the accounts to PSE as our base of business went down from 100 million to 

$54 million once CT-516 was in the marketplace. PSE and Tele-Save sued AT&T to get CT-516 as it was 

originally issued to Thompson Reuters. Any customer had 90 days to also claim a CT is it met the contract 

specs. AT&T denied me many times from getting a CT. AT&T did tariff Tr9229 which was the security 

deposits against potential shortfall and that of course was prospective.  

 

EXHIBIT R in plaintiffs initial FCC Comments:  http://apps.fcc.gov/ecfs/document/view?id=6518610622 

The FCC has to understand the background here. This was a carefully contracted plan to stop the erosion of 

our business due to AT&T not providing a CT that we obviously qualified for. This was not fraudulent use. 

No one is stealing services!  

 

AT&T simply MERELY SUSPECTED fraudulent use and so far got 21 years benefit! Total Nonsense to 

allow AT&T to SUSPECT fraudulent use. Not only do you have an illegal remedy of permanently denying 

instead of temporarily suspending service, there is also an illegal remedy of totally shutting down 2.1.8 as per 

the Joyce Suek and Charles Fash evidence. 

 

AT&T’s remedy was that it totally stopped all 2.1.8 traffic only transfers. AT&T’s order processing manager 

Joyce Suek says we no longer allow partial TSA’s. ie. Traffic only transfers. ATT attorney Charles Fash says 

the only way you move traffic is dele the accounts and then resign them. That is an illegal remedy as 2.1.8 

does allow traffic only to transfer.  

Here is the real issue  
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How would plaintiffs be able to comply with fraudulent use for transferring too much traffic by 

transferring less traffic when AT&T totally shut down 2.1.8 to all traffic only transfers?  

 

R.L Smith hit it on the head in his FOIA notes that AT&T just had the ability to ASSUME fraudulent use was 

there.  The plans were pre June 17th 1994 grandfathered and they hadn’t already met their revenue 

commitment and the accounts could be taken back within 30 days. There was no reason to suspect fraudulent 

use in the first place.  

 

AT&T’s discrimination in not providing plaintiffs with a contract tariff led to the traffic only transfer. It was a 

legitimate business plan where AT&T’s discrimination in offering a deeper discounted CT to plaintiff’s 

forced the issue. It was obvious that AT&T wanted plaintiffs out of business and AT&T was willing to 

discriminate and violate its tariffs in many ways to make sure plaintiffs business was destroyed.  

 
Respectfully Submitted, 

Group Discounts, Inc. 
/s/ Al Inga  

Al Inga President  
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EXHIBIT A  
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EXHIBIT B  
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