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COMMENTS OF THE NATIONAL ALEC ASSOCIATION (“NALA”)

The National ALEC Association (“NALA”), pursuant to the Commission’s Public Notice
released July 1, 1999,Y hereby comments on the proposed conditions to be imposed on SBC
Communications, Inc. (“SBC”) and Ameritech Corporation (“Ameritech”) in connection with
their pending application to transfer licenses and authorizations. For the reasons stated below,
NALA submits that the proposed conditions are too limited in nature to foster competition in the
local exchange market and should be revised consistent with the proposals herein.

Background

NALA is an orgaization comprised of fifteen alternative local exchange carriers

v Pleading Cycle Established for Comments on Conditions Proposed by SBC
Communications Inc. and Ameritech Corporation for their Pending Application to
Transfer Control, Public Notice, CC Docket No. 98-141, DA 99-1305 (rel. July 1, 1999).
The FCC extended the comment deadline in this proceeding to July 19, 1999. See Inre
Ameritech Corp., For Consent to Transfer Control, Order, CC Docket No. 98-141 (rel.

July 7, 1999).
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(“ALECs”) dedicated to providing local telephone services to residential consumers throughout
the United States.? NALA members provide local telephone service to residential consumers
unwanted by traditional telephone companies. These consumers are unwanted because they may
have poor credit histories, cannot provide a security deposit, had telephone service disconnected
in the past, have past due balances, or lack sufficient identification. In many cases, the service
provided by NALA members offers the only option for local phone service, including access to
911 emergency service, for millions of American consumers.

The only economically feasible way for NALA members to provide this service is to
resell the flat-rate local services offered by the ILECs, including SBC and Ameritech. Unlike
other resellers that compete with ILECs for customers, NALA members actually increase the
volume of traffic routed over ILEC networks by serving customers who would not otherwise
have telephone service. Too often, however, as discussed in more detail below, ILEC actions
and inactions have created significant obstacles for NALA members.

While NALA supports the proposed conditions on the SBC/Ameritech merger to the
extent they minimize the se obstacles, in many respects the proposed conditions fall short. If
NALA members are to continue to provide service to the unserved segment of the population in

the SBC/Ameritech region, the FCC must act consistently with the suggestions listed below.

NALA consists of the following members: Cellular Rentals, Inc.; 1-800-Reconnex, Inc.;
USA Telecom; EZ Talk Communications, L.L.C.; First Line Communications; CCI
Telecom; Southwest Teleconnect; Spartan Communications Corporation; Comm South
Companies, Inc.; Telcom Plus; Local Line America; ANNOX; One Point; Pre-Tell
Communications; and Phones For All.
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I. The Proposed Promotional Resale Discount Must Be Increased to 50-60% and Be
Extended Beyond Three Years

SBC/Ameritech’s commitment to offer a promotional resale discount of 32% for a period
of three years will do little to facilitate competition in the local exchange market. The present
discount levels offered in the SBC/Ameritech region, which vary from 14-25%, are far too low
for carriers to make a profit. The additional percentage increase is far too little to spur
competition. By analogy, resellers of paging services often enjoy resale discounts of as much as
60 percent. Resellers of local services cannot sustain a profit with such slim margins given their
significant accounting, billing, and marketing expenses. Accordingly, NALA urges the
Commission to require SBC/Ameritech to offer a resale discount in the 50-60 percent range and

to ensure that this discount level continues indefinitely.

1I. The Waiver of GSS Charges Must Be Extended Beyond Three Years and Be
Applied to Orders Not Submitted Electronically

While NALA supports SBC/Ameritech’s commitment to waive charges for use of its
standard electronic interface for accessing OSS, the FCC must ensure that these charges are
waived indefinitely. SBC/Ameritech’s proposed three-year waiver is not nearly long enough to
facilitate competition in local exchange markets. The three year period appears arbitrary,
without any basis or evidence supporting OSS charges after the three year period.

Second, many small resellers, including NALA members, which seek to bring
competition to the local exchange market simply do not have the resources or expertise to submit
orders to ILECs other than by manual means, such as by fax. The proposed conditions, however,

specifically state that the waiver of OSS charges does not extend to orders submitted by

2 See Ken Branson, [s Local Resale a Sinking Ship?, Phone Plus, May 1999; Ernest B.
Kelly III, Realizing Their Own Worst Nightmare, Phone Plus, May 1999.
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nonelectronic means. Such an omission is particularly burdensome considering that SBC
charges far more for manual orders.¥ Accordingly, NALA urges the FCC to require

SBC/Ameritech to extend the OSS charge waiver to manual orders.

I11. SBC/Ameritech Should Not Be Permitted to Recover the Costs of Developing and
Providing OSS to CLECs Through the Pricing of UNEs or Resold Services

What SBC/Ameritech sacrifices by waiving OSS charges, it recovers by retaining the
right to charge for the costs of developing and providing OSS to CLECs through the pricing of
UNE:s or resold services. The insignificance of SBC/Ameritech’s commitment to waive OSS
charges should be readily obvious to the Commission. In order for the waiver of OSS charges to
retain any relevance, the Commission must prohibit SBC/Ameritech from recovering the costs of

OSS through the pricing of UNEs or resold services.

1V. SBC/Ameritech Should Be Required to Resell Blocking of Directory Assistance and

Directory Assistance Call Completion

NALA members provide prepaid local phone service to those customers cut off from the
ILECs because ILECs have deemed such customers too risky to serve. Blocking of all usage- or
event-based charges, including access to directory assistance (“DA”), is crucial to the prepaid
local services industry. Because prepaid carriers offer local phone service at a rate that does not
change each month, the service does not include calls for which charges are assessed on a per
minute or per call basis.

In California, NALA members can purchase toll blocking service from SBC. This
service, however, does not block DA or DA Call Completion service, which permits the caller to

obtain a phone number and, for an additional charge, be connected to that number. Accordingly,

For example, SBC in Texas charges $13.95 to $25 per conversion order submitted
manually, while it charges $3.33 to $5 per conversion order submitted electronically.
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a prepaid customer can dial DA and request automatic call completion to place a toll call, thereby
circumventing the toll blocking service.¥ NALA urges the Commission to require
SBC/Ameritech to resell DA blocking and DA call completion blocking throughout its region.
NALA also objects to SBC’s practice in California of requiring resellers to purchase
“Branding and Customized Routing for Directory Assistance and Operator Assistance.” SBC’s
Pacific Bell subsidiary has interpreted Section 226(b) of the Communications Act to require that
it answer all operator services/directory assistance (“OS/DA”) calls with the reseller’s brand
name. NALA members, however, block OS and would like to block DA. Accordingly, by
requiring that resellers purchase the branding and customized routing service, Pacific Bell is
imposing an unnecessary cost on resellers.

V. SBC/Ameritech Should Be Required to Resell Voice Mail Services

The growth of competition in the local exchange market has been impeded by resellers’
inability to resell voice mail. Some State PUCs, including those in the SBC/Ameritech region,
have held that voice mail is not a “telecommunications service” and, therefore, ILECs are not

required to resell this service pursuant to Section 251(c)(4) of the Act.¢ The issue of whether

NALA notes that the inability to block outgoing toll calls using DA call completion may
render an ILEC ineligible for universal service support. The ability to block all outgoing
toll calls--regardless of the manner in which those calls are completed--is consistent with
a federal universal service policy that promotes toll blocking for Lifeline customers. In
order to receive federal universal service support, a carrier must offer each of the services
identified in Section 54.101(a) of the FCC’s Rules, including toll limitation services, to
qualifying low-income consumers. 47 C.F.R. § 54.101(a). Nothing in the FCC’s
definitions of “toll blocking,” “toll control,” or “toll limitation” confines those terms to
calls that begin with 1+, 0+, 0, or an access code such as 10-10XXX. 47 C.F.R. § 54.400.

See, e.g., Complaint of RCN Telecom Services of Massachusetts, Inc., D.T.E. 97-101

(Mass. Dep’t of Telecommunications & Energy, 1998); MCI Telecommunications Corp.,

1997 11l. PUC LEXIS at 40 (Feb. 5, 1997); Petition for Arbitration of an Interconnection
(continued...)
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ILECs must resell voice mail service is currently the subject of a proceeding before the FCC.”

Without voice meil, competitive local carriers cannot offer potential customers the same
package of services ILECs offer. Even if voice mail is not subject to the resale requirements of
the Act, however, it makes plain business sense for the ILECs to resell voice mail to prepaid
local carriers. By making voice mail available through resellers to customers the ILECs would
not otherwise serve, ILECs would receive revenues they would not otherwise enjoy. NALA
urges the FCC to require SBC/Ameritech to resell voice mail services as a condition for approval
of the merger.
VI. SBC/Ameritech M mmit to Reform Their Billi r

Many NALA members have encountered considerable problems with the billing practices
of SBC. When a NALA member requests that SBC suspend or disconnect a customer’s service
due to nonpayment, SBC should stop billing for service to that customer beginning immediately
after such request. In many states, however, SBC continues to charge the NALA member for
service until the ILEC actually performs the suspension or disconnection. Accordingly, SBC
often charges NALA members for service to a customer that should have been suspended or
disconnected. NALA urges the Commission to require SBC/Ameritech to commit to reforming
their billing practices by not charging resellers for service to a customer from the time the

reseller requests discontinuance of service to that customer.

& (...continued)

Agreement Between AT& T Communications of the Pacific Northwest, Inc. and US West
Communications. Inc., 1997 Wash. LEXIS 49 (July 11, 1997); Petition of MCI
Telecommunications and MCImetro Access Transmission Services of Virginia, Inc., Case
No. PUC960113 (Va. Corp. Comm., May 8, 1997).

z See Public Notice, “Petition for Declaratory Ruling of the Telecommunications Resellers
Association,” DA 98-520 (March 17, 1998).
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NALA members also object to SBC’s practice in California of charging a reseller a fee
when it requests suspension of a customer’s service due to nonpayment. SBC does not charge its
own end user customers a suspension fee for nonpayment. NALA urgers the Commission to
require SBC/Ameritech to only charge the reseller when the suspended customer’s service is
restored, not at the time of suspension.

Finally, NALA urges the Commission to require SBC/Ameritech to afford resellers
sufficient time to review and audit bills after receipt before requiring payment. For example,
some NALA members have received bills from SBC that were due seven days later. Such a
short timeframe does not allow resellers to review and audit their bills.

VII. SBC/Ameritech Must Commit to Improve Their Dispute Resolution Processes

The resale agreements NALA members have with SBC have detailed dispute resolution
procedures. Like most ILECs, however, SBC permits disputed charges to linger for months, and
even years, without resolution. As a result, the reseller’s outstanding balance grows on a
monthly basis while it accrues late fees. In one instance, SBC threatened disconnection of a
NALA member’s service although the only overdue balance related to disputed charges. NALA
urges the Commission to require SBC/Ameritech to commit to make good faith efforts to resolve
billing disputes with resellers in a timely fashion, preferably within 60 days of when SBC is
notified of such dispute.

VIII. SBC/Ameritech Should Commit to Post Their Tariffs on the Internet

NALA members have become frustrated with their inability to have simple questions
answered in a timely fashion by the representatives of SBC and Ameritech. Often, these
questions may be answered by referring to SBC’s or Ameritech’s local tariff. NALA requests

that the FCC require SBC and Ameritech post their current local tariffs on the Internet as a
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condition for approval of its merger.¥ Such a requirement will enable resellers to have easy
access to SBC/Ameritech tariffs, thus eliminating the need to rely on SBC/Ameritech

representatives for vital information.

NALA notes that the FCC has recently required nondominant interexchange carriers to
post the rates, terms, and conditions governing their services on the Internet. See Policy
and Rules Concerning the Interstate, Interexchange Marketplace, Second Order on
Reconsideration and Erratum, CC Docket No. 96-61, FCC 99-47 (rel. March 31, 1999).
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Conclusion

Therefore, based on the foregoing, NALA urges the Commission to act in a manner

consistent with the views expressed in these Comments.

July 19, 1999

Respectfully submitted,

NATIONAL ALEC ASSOCIATION
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