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EX PARTE OR LATE FILED

Writer's Direct Dial Number

Magalie Roman Salas
Secretary
Federal Communications Commission
1919 M Street, N.W. - Room 222
Washington, D.C. 20554

Re: EXPARTE
CC docket No. 80-286 ;
CC docket No. 96-45,
CC docket No. 96-262;/
CCB/CPD CC Docket No. 97-30 - Request by ALTS for
Clarification of the Commission's Rules Regarding Reciprocal
Compensation for Information Service Provider Traffic

Dear Ms. Salas:

Bank of America submits the attached letter in the above-referenced proceedings. The
letter was submitted recently in a proceeding before the California Public Utilities
Commission that addressed the payment of reciprocal compensation for services
provided to Internet Service Providers ("ISPs").

The views expressed in that letter about the financing challenges faced by Competitive
Local Exchange Carriers ("CLECs") are equally relevant to the Federal
Communications Commission's ("FCC") current deliberations regarding the
jurisdictional nature of switched, dial up calls to ISPs. The FCC's decision could have a
substantial impact on CLECs' ability to access capital markets, and we ask the
Commission to ensure that the emerging CLEC industry has the opportunity to provide
the vigorous competition in the local exchange markets envisioned by the
Telecommunications Act of 1996.
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Eight copies of this letter, two for each of the above-cited proceedings, have been
submitted to the Secretary of the Commission for inclusion in the public record, as
required by Section 1.1206(b)(2) of the Commission's rules.

Very truly yours, \

~.~ 1\ )--<~~1
Gregory I. Meador
Managing Director

Enclosure

cc: Chairman William E. Kennard
Commissioner Susan Ness
Commissioner Gloria Tristani
Commissioner Harold W. Furchtgott-Roth
Commissioner Michael K. Powell
Larry Strickling
James Schlichting
Phyllis Riggins



Octobcr 7, 199R

Via Fat:~im(/, and Fed,'QI Exprl!~.f
(41.5)703- t758
CammisRioner P. Gregory Conlon
Califomill Public:. Utilitie~ Cemmil\~ion

50S Van Ne5!l Avenue
San Franci."co, California 94' 02

Dear Commilillianer Conlan,

I write to you on behalfof tM Bank of America (rho "Bank") rCJrardlnll Item \2 on the
ComnU:lsion'.1 October 8, J998 Agcmda. All an importl1nl capital sOllrce to Competitive Local Exchange
Carriers, ("CLC."), the Bank hl1.l an interlS:lt in the Commt'lsion's prompt resolution of rite pendiJIs di:lpute
1'I!garding the paYrTU!nt otrcciprocal c:.ompcn.~alion for !Ierv;ce5 provided to lntemcr Service Providen (ISP~)

by CLCs, Accordingly, the Bank urBClI the Commilillion 10 Ildcplltcm 12 IS currently droned lUld
dillblbuled pursuant to Cal. Pub. Uli!, Code §311.S (lhe "E!tcul;a Draft") III il!l Octob~ 8 :ll;lCoda meeting.

We urge prompl relalulion for l1\e fallowing reual1:l:

• CLCS neeclllubllan~al C~l'itlll 10 invc.,1 in swilches, fiber optic: cllble and raciliries before they are
able 10 provide service to the public. Bec~UKe rhc cilollh tlow from th05C operations will not be produced
immedialelY, CLClI havc difl'iculty obtaining financing on the :llUTle term~ :1.'1 the il1cumbent local carriers
(ILECs).

• Wall Street views the Ctc ,carnetl! of tbe teleCOrnlDunJcl1tiol\S mnrlcctplllCC as highly vohnile. At
one end aCme spectn.lm, CLC,. invire optimism btcaUlie ot the potenlinl fer new custOmers and compBJ1y
consolic1lUions. On the other band, tho CLCs Inck ofct'lsb flow and the JLEC crrorU to impl:de mlU'kc:t entry
by new compeQtors en;enders pessimism. 117 1998, approxlmClIf!{V $1.588 in ctlpilul (higil ,vield bOIllM hili'
betll raised/o,' CLCs bl" ,his market is clirrell,ly Ilnal'"iI"bfe ulle 10 recent diultPliOlls illihe bond mal,ke,.

• A.!I a. tCsulr ot' the Ilnavllilllbilily of fund. ill the bond marlcell1, CLCII mUll illcrca.o;ingly rely on bank
financing. The Federal Reserve an4 rhe Office (If Comptroller of the Currency which regulate lenders such
as the Bank;. limil rhe sources of tunds Il blmk may rely u~on for repnyment of n loon. Typicnlly, the BnnJc'.!1
primary sour~e of funds for loan rcpllyment is Nnlre ~vnill\bJe cnsh llow. A:>ccondary source is Ille value
ohhe COllaler'l1-Accounts Receivable ll11d flXcd nssers. Given the Stllrt-Up n£llUloe ofCLC~:JJld the Inclc of
current CllSh now, the Bnnle musr l'ely more heavily on rhe secondBI;' source when npPl'oving loans 10 CLClI.

• The uncertainly surrounding reciprocal campcmsation clIwll:d by the ILECs re1Wialto pay these
monies 10 CLC:1 and the llubjecl of Ageru:la Itcm 12 makeR valuing a CLC's Accounts Receivahle. >lnd
therefore evalualing itl! abiliry 10 q\llllify for:5 loan, both difficul t and cnnfu.'iing. Until the Commi!\llinn
reacheA 11 decision on lhill ml1tlCr, ILEC:I that are withholding payment may arbiUllrily change their estimales
ot'the perccmtilge or lOlallrilftic [hill tennin:ltC1i to:\l1 ISP, pOlenlially inCTeilSing rhe amount oheciproCill
compeJIsalion thal riley will retil~e 10 pay ro the CLC pending 1'ellolurion of thill maner. Moreover. untillhe
Commi!l.ion Nlcll, it ill UDclc:u- if3J'ld when tile ILECli ""ill pay lhl!lll!i revenue~ lo lhe CLC. Finally, beCaUlle
lhe disputed reciprocal campen,~tion pllymenll lUe becoming an IncreDdinsly lorger percentage or" CLe's
total receivables. the B:lJ'Ik ill fmdinB it incre:u;ingly difticuh ro fund loans ba~cd on lU'I i:\CCUTiUC estimate of
aetC's AccOunt9 Recl!ivilbll!.

• FlnGlIy, Ban.lc 101\I1s of Ihe ~izo typically reqUired by l\ CLe, in the rungc DrS 100- USO Million. :u-c
syndicl\ted 10 severn! bMks. A ~ynd,caljng bnnlc require.1 clc:u- communication ol1lhis issue and few llJ'e
fumlliar with rhe rClJull\tory iSS\ICll pending b~rorc: Ihe Commiuion. Thc:rc:fore, the: potential ror a ltuc<.'Cssful



~yndiceltjon lind the likelihood lh~l i1 eLC will obtain nece"~.ry capilli! ill redllce4 by the cum:nI
\Incct'Ulinty.

AS shown above, unrillhe Commi8lion Nles on this malter, CLCli accelill to the clIpital mllrXCL'i and
thcRfore their Ilbilhy to compete vIBorDu.~ly 'n '.he California leJeeon\municalions markell'lnce is severely
COfl9lTflined. Weu~ Ihe: Commiasion 10 IllcolP1!ze du: li~bllll\ntial impact it:! deoillion will have On CLC~
acccu 10 the capis~1 mllr~ll/ :uld. in order 10 prevent ::my runher harm l:Tc:ued by tilt preltenl uncenl\i,ny.
adopll"e Etcuua Drnl\ ell its October 8 meeLing. Plea.'le clo nol hCllillne In9Jl me ,rlfle: Bank can provide
you with My nddis;onal infonnmion. r Cilll be re:IlChL'C! III(/•.i5'~'

( Si~.

".{~ e rv. on
Managinll Director

cc: Pre.liidens Rlcbarc:l A. Bilils
Commissioner JeslIie J. Knlghl
Comm;uioner Henry M. D~qUt
CommisK;nner Jositlh L. 'Neeper


