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STAR Telecommunications, Inc. ("STAR"),l by its attorneys and pursuant to the

Commission's Notice ofProposed Rulemaking, FCC 98-190 ("NPRM"), in the above-

captioned proceeding, hereby submits these Reply Comments.

Along with the vast majority of commenters, STAR commends the FCC and supports

the agency's propcsal to reform its international settlements policy ("ISP") in light of the

changing competitive landscape for international telecom. STAR also favors relaxing the

reporting requirements for international carriers and allowing international simple resale

("ISR") on all routes to \\'orId Trade Organization ("WTO") member countries. These

measures will help U.S. international carriers, like STAR, to enter into more market-driven

arrangements with foreign carriers and to compete more vigorously for customers in the

United States and abroad.

STAR is a second-tier U.S. facilities-based and resale international carrier. It
provides international termination services to other U.S. and foreign carriers as well as long
distance services to domestic end users.



I. The ISP Should Be Lifted Where Appropriate.

A. The ISP Should Be Lifted for All Arrangements Between U.S. Carriers
and Non-Dominant Foreign Carriers.

The NPRM proposes to lift the ISP for all settlement arrangements between U.S.

carriers and non-dominant foreign correspondents in WTO member countries . STAR agrees

with the Commission's conclusion - and the conclusion of most commenters - that

whipsawing of U.S. carriers is not a concern where the foreign correspondent lacks market

power.2 For the same reason, however, there is no need to limit ISP reform to non-dominant

carriers that are only from WTO countries.

As Teleglobe pointed out in its comments, there are important differences between the

ISP and the Commission's market entry policies. 3 The Foreign Participation Order

established an open market entry policy for carriers from WTO member countries due to

reciprocal commitments by other WTO members. 4 Differing treatment for WTO and non-

WTO carriers for market entry purposes is warranted because, otherwise, there is no incentive

for non-WTO countries to liberalize their markets.

By contrast, as the comments of MCI WorldCom and Sprint make clear, whether a

carrier is from a WTO or non-WTO country is not relevant for purposes of the ISP, which is

designed to deter the abuse of market power. If a foreing carrier lacks market power,

2

3

See NPRM , 20.

See Teleglobe Comments at 3-5.

4 See Rules and Policies on Foreign Participation in the U.S. Telecommunications
Market, IB Docket No. 97-142, Report and Order and Order on Reconsideration, 12 FCC
Rcd 23891 (1997).
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application of the ISP to its U.S. correspondent would serve little purpose. 5 Moreover,

encouraging creative arrangements between U.S. carriers and their non-dominant

correspondents in non-WTO countries will strengthen competition in countries that need it the

most.

B. Market Power Determination

The NPRM proposes to establish a presumption in favor of lifting the ISP for

arrangements with foreign carriers with less than 50 percent market share. 6 STAR supports

this proposal.

In order to determine which foreign carries are still considered dominant, the FCC

should maintain and regularly publish on its Web site a list of dominant carriers country-by­

country - as is the agency's practice regarding submarine cables that U.S. carriers may use­

based on information published by foreign regulators and trade publications. Arrangements­

with foreign carriers not present on this list would not be subject to the ISP. Carriers wishing

to have their names removed from the list of dominant carriers should be required to

demonstrate their non-dominance through a declaratory ruling or similar process.

C. Application of the ISP to Arrangements With Donlinant Foreign Carriers

STAR disagrees with the comments of ntta.com, inc. and GTE, which claim that

application of the ISP to dominant carriers from WTO countries would violate the General

5

6

See MCI WorldCom Comments at 3; Sprint Comments at 10.

NPRM " 22-24.
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Agreement on Trade in Services ("GATS").7 Differing ISP treatment for dominant and non-

dominant WTO carriers may be necessary to ensure fair competition among U.S. international

carriers. As such, application of the ISP to dominant WTO carriers comports with the GATS;

however, STAR expresses no position on whether differing treatment for dominant WTO

carriers is necessary.

II. Filing Requirements Should Be Eliminated Where the ISP Is Lifted and
Should Be Modified for Flexible Arrangements.

STAR agrees with the Commission's proposal to eliminate the Section 43.51 and

64.1001 filing requirements for accounting rate arrangements that are not subject to the ISP. 8

These filing requirements are burdensome and, because they alert carriers to the settlement

rate arrangements of their competitors, can hinder competition.

For settlement arrangements that continue to be subject to the ISP, the Commission has

proposed to allow carriers to seek approval of alternative arrangements without filing their

terms and conditions, provided the arrangement affects less than 25 percent of traffic on the

route and is not between affiliated or joint venture carriers. 9 STAR supports this proposal and

urges the Commission not to require the filing of alternative arrangements under Section

43.51.

AT&T argues that removal of the filing requirement for flexible arrangements affecting

6.

7

8

9

See GTE Comments at 10; ntta.com, inc. comments at 8-11.

See NPRM 121; see also, e.g., SBC Comments at 9-11; Qwest Comments at 5-

See id. , 32-33.
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less than 25 percent of traffic on a route would encourage whipsawing by dominant carriers on

the foreign end. This argument is misplaced. Where there is evidence of anti-competitive

conduct, the Commission is free to require the filing of any relevant terms and conditions, and

carriers are always free to make use of the Commission's complaint procedures. to

Where the ISP remains in place and where an arrangement affects more than 25 percent

of traffic along a given route, the Commission should continue to require the filing of

contracts and rates, for alternative and conforming arrangements alike. The Commission

should also ensure that the public has access to information about all such arrangements by

posting the relevant filings on the Commission's Web site.

III. Where the ISP Does Not Apply, Carriers Should Be Able to Enter Into
Arrangements for Termination of Region-Specific Traffic.

In its NPRM the Commission points out that lifting the ISP may allow carriers to enter

into arrangements for the termination of region-specific traffic, i.e., llgrooming." II STAR

generally agrees with SBC's arguments that grooming would help to create additional

downward pressure on settlements and thus would benefit U.S. consumers. 12

However, STAR also agrees with the concerns expressed by AT&T and MCI

WorldCom regarding the acceptance of groomed traffic by the Regional Bell Operating

Companies and other incumbent local exchange carriers (collectively "ILECs"). 13 It is likely

to

11

12

13

See CompTel Comments at 9.

See NPRM' 43.

See SBC Comments at 21.

See AT&T Comments at 33-34; MCI WorldCom Comments at 10-11.
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that, due to their current bottleneck control over local access services, ILECs would be able to

accept groomed traffic and to subsidize their international operations to the detriment of

competing U.S. carriers. It is therefore essential that the Commission prohibit ILECs from

accepting groomed international traffic until their markets are open to facilities-based

competition and they no longer exercise bottleneck control over local access services.

IV. The Commission Should Allow International Simple Resale on All WTO Routes.

STAR agrees with Cable & Wireless that the adoption of a less restrictive approach to

ISR would provide significant downward pressure on accounting rates. 14 Expansion of ISR

opportunities would also make the United States a more attractive hubbing point for

international traffic. The Commission should therefore create a rebuttable presumption in

favor of allowing iSR along all WTO routes. IS

V. Conclusion

STAR supports ISP liberalization for arrangements with non-dominant carriers in WTO

and non-WTO countries alike. Eliminating filing requirements for arrangements not subject to

the ISP and allowing ISR on a greater number of international routes will also serve to

enhance competition. In so doing, the Commission will put additional downward pressure on

settlement rates to the ultimate benefit of U.S. consumers and carriers.

14 See Cable & Wireless Comments at 2-4.

IS Although the NPRM is silent about the use of international private lines for
enhanced services, such as the Internet, STAR believes it would be useful for the Commission
to confirm that its ISR policy does not apply to such services. In other words, the
Commission should use this docket to confirm that any modified ISR policy does not affect the
current status of international Internet services.
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For these and other reasons, as explained above, STAR supports a modified form of

the rule changes proposed in this docket.

Respectfully submitted,

STAR TELECOMMUNICATIONS, INC.

By:---,.e- '-- _

Gregory C. Staple
R. Edward Price

KOTEEN & NAFTALIN, L.L.P.
1150 Connecticut Avenue, N.W.
Suite 1000
Washington, D.C. 20554
(202) 467-5700

Its Attorneys
October 16, 1998
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