
EX PARTE OR LATE FILED

Ex Parte
September 21, 2001

RecEIVED
SEP 242001

R::c _ ftOo-t
Implementation of the Pay Telephone ReclassificatlOn~hd
Compensation Provisions of the Telecommunications Act of 1996,
CC Docket No. 96-128, File No. NSD-L-99-34

Re:

Ms. Magalie Roman Salas
Secretary
Federal Communications Commission
Portals II
Room TW-A325
445 1zth Street, S.W.
Washington, D.C. 20554

Dear Ms. Roman Salas:

On September 20,2001 Hope Halpern and Constantin Barbulescu of Telstar
International Inc., Lyle Ryter and Howard Segermark of I-PCA and Stephanie Joyce of
Patton Boggs, LPP, met with Diane Griffin-Harmon of the Network Services Division of
the Common Carrier Bureau to discuss issues associated with Interexchange carrier
petitions for reconsideration/clarification submitted in the above proceeding. The
enclosed material was provided to Ms. Griffin-Harmon during the course of the meeting.

In addition, enclosed also please find a copy of the IXC letters to resellers that
were discussed in the meeting. Copies of these letters are being submitted in response to
Ms. Griffin-Harmon's request.

In accordance with Section 1.1206(b)(2) of the Commission's Rules, an original
and one copy of this letter are being filed with your office for inclusion in the public
record for the above proceeding. In addition, in accordance with Section 1.1206(b)(2), a
copy of this letter is also being provided to Ms. Griffin-Harmon. Acknowledgement and
date of receipt of this submission are requested. A duplicate letter is attached for this
purpose.

If you have any questions regarding this information, please contact me.

No, Of Copies fOC'd--l,OJ--
4

.-J/_

ListABCOE

Enclosures
cc: Ms. Diane Griffith-Harmon, NSD, CCB

ff~~~~c~
Hope Halpern
Director of Regulatory Affairs

TELSTAR INTERNATIONAL, INC. ONE NORTH BROADWAY, WHITE PLAINS, NY 10601 TEL: (914) 428-5555 FAX: (914) 428-5640
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THE IXC PRACTICE OF CHARGING RESELLERS PSP COMPENSATION
FOR UNCOMPLETED CALLS IS ILLEGAL

The IXC Practice:

• Violates Section 276 of the '96 Act

• Violates Prior Commission Rulings

• Violates State law

• Violates Section 201 of the Act

• Violates Section 202 of the Act

• Is Anti-competitive, Discriminatory, Predatory and Anti-consumer.

1
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THE IXC PRACTICE VIOLATES SECTION 276 OF THE ACT:

LAW:

Section 276 mandates that payphone providers are to be compensated for completed calls only.
Specifically, Congress mandated that PSPs receive compensation for, "each and every completed call.,,1

VIOLATION:

The IXC Practice violates Section 276 of the Act because it forces resellers to compensate PSPs for
uncompleted calls.

1 47 U.S,C. §276(b)(1)(A)



THE IXC PRACTICE VIOLATES COMMISSION RULINGS

RULE:

• The FCC has defined a completed call as, "a call that is answered by the called party.,,2

• The FCC has determined that uncompleted calls are not compensable. 3

VIOLATION:

The IXC Practice violates Commission Rulings because it requires resellers to compensate PSPs for
incomplete, and therefore, non-compensable calls.

3

2 Implementation ofthe Pay Telephone Reclassification and Compensation ofthe Telecommunications Act of 1996, First Report and Order, llFCC Red 20541,
para. 181 (1996) (First Report and Order)

In the Matter ofPolicies and Rules Concerning Operator Service Access and Pay Telephone Compensation, CC Docket No. 91-35, Report and Order and
Further Notice of Proposed Rulemaking, 6 FCC Red. 4736 (reI. August 9, 1991)



THE IXC PRACTICE VIOLATES THE 2ND Order on Reconsideration

LAW:

The 2nd Order on Reconsideration requires underlying IXCs to: "(1) compensate the PSP for completed
calls at a mutually agreeable rate; (2) track or arrange for tracking of the call to determine whether it is
completed and therefore compensable; and (3) provide to the PSP a statement of the number of
coinless calls it receives from each of that PSP's payphones.,,4

VIOLATION:

• The IXC Practice is an attempt to avoid this responsibility - instead of tracking completed calls,
IXCs bill resellers for all call attempts.

• If the IXCs believe the Commission reached its conclusion on tracking in error, the appropriate
procedure is to petition the Commission for reconsideration - not to foist unlawful, uneconomic,
and discriminatory costs on resellers.

4 Second Order on Reconsideration, para. 2.
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THE IXC PRACTICE VIOLATES SECTION 201 OF THE ACT

LAW:

Section 201 (b) requires that charges, classifications, and practices of common carriers be just and
reasonable.

VIOLATION:

The IXC proposal violates Section 201 (b) of the Act:

• There is no economic basis for charging resellers for uncompleted calls.
• WorldCom has not provided any support for its 0.02 handling fee
• The IXC practice is an attempt to avoid the Commission's mandate in the 2nd Order on

Reconsideration that IXC's implement tracking systems.5

5 Second Order on Reconsideration, para. 2
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THE IXC PRACTICE VIOLATES SECTION 202<!U OF THE ACT

LAW:

Section 202(a) prohibits common carriers from engaging in unjust and unreasonable discrimination in
connection with the provision of its services.

VIOLATION:

The IXCs are treating resellers differently from themselves, giving IXCs an unfair competitive advantage.
The IXC Practice:

(1) Discriminates between resellers and IXCs both who provide 800 access services:

• IXCs pay PSPs for completed calls while resellers pay for each customer attempt from a
payphone, giving IXCs an unfair and anti-competitive advantage.

(2) Discriminates against carriers providing mostly international services:

• Domestic completion rates are much higher than international completion rates - i.e. US
completion rate is approx. 70% while international rates range from 10-60% depending on the
destination.
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THE IXC_~flACTICES VIOLATE SECTION 202{f!) OF THE ACL~_QIltgJ

(3) Discriminates between different classes of end users

• Users calling countries with low completion rates will suffer more than those calling domestically
or to Western Europe (i.e completion rates to most African nations are about 10-15%

, rates to
South America are often as low as 20-30%, while domestic rates and rates to Western Europe
are significantly higher).



THE IXC PRACTICE IS ANTI-COMPETITIVE AND PREDATORY

WordCom and AT&T are treating resellers differently from themselves, putting resellers at an
unfair competitive disadvantage.

• Resellers who must pay PSP compensation for uncompleted calls cannot compete against
IXCs who do not have the same compensation requirement.

• The discrimination is even more acute when the IXC, like AT&T and Qwest are payphone
providers.

• WorldCom, AT&T and Qwest all use clearinghouses to handle their PSP compensation
requirements but will not allow resellers to do the same.

- Resellers become captive customers of IXCs with no opportunity to avoid unacceptable
IXC overcharges.

- IXCs "corner the market" on processing compensation, charging unacceptably high
processing fees (WorldCom is charging $0.02 per attempted call)

8



AT&T And WorldCom's Market Dominance Exacerbates The
Problem

• AT&T and WorldCom have over 800/0 of the facilities based IXC market in the US - other carriers
(Le. Broadwing and Qwest have also indicated their intention to follow AT&T and WorldCom's
lead)

• Resellers have few if any competitive options.

9
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HOW TO SOLVE THE PROBLEM:

THE FCC MUST STEP IN TO PREVENT IXC ANTICOMPETITVE AND DISCRIMINATORY
PRACTICES. TO THAT END, THE FCC SHOULD:

1. Clarify the Second Order on Reconsideration to explicitly permit resellers to use clearinghouses to
handle compensation between resellers and PSPs, and avoid IXC anti-competitive practices.

- Resellers use answer supervision - the industry standard to determine whether calls are
completed.

- PSPs have the right to review reseller data in the event of disputes.

OR

2. Explicitly prohibit IXCs from charging resellers for uncompleted calls.
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'* .WORLDCOM..

In responst [0 FCC Ord~>r Doc!!.' No. 06. 121, ,hi. lell... willIeI'Ve a$ notice ~I' Mel WortdCom
itttcnds to modify jli handling of calls orillNtiIt,f (rom payphGncJ. Ccmmencm, OctOber I.
2001, Mer WorIdCom will charae All ot its wholclllle ClA$tOlllcrs • payphonc .un:l1ule i1\ the
amOI<Tl1 of 5016 Der call on aU caUs that origitlate fi'OrD a paypbone, This cbarae w;ll,over the
com-pCn.5.3tllln due pll»,hone servIce I'rl,)~'idcrs cPSPs) as well II Mel WarldCom's COliUi
i1s!iOl~iat~Cl nltth making these piI)'mer'lli to the PSPs.

AJl C:llIs thai originate from • })aypbone thnl ate delivrnd for ~mplction to a raeilitier; based
r~5eller (FBR.) 0.* .. an emily thllt bAs its own swilChlpl.rfonn) will be deemed ~omp!Cled IIld will
be lU'~e.~scd !he J)lt)'phonc s\lrchara'. This charge is .pp1ie.bl~ to all camor oriJi,,"ion acrvi"a
p",r"h~c\J from Mel WorldCom. U ),ou do not want to be a.llliJed the payphoftC Nrcharac for
any or aJl IOU flW numbe~r you must s\lbmit to Mel WorldCom an order co block Iluch toll fr~

number;; from being able to be lIsed (rorn ~ payphonc. You will remaU1 liable for paymtn( f(Yr all
caJ15 origin31ing from A .,ayphone and dcbvcred 10 YOlU switchlpt.tfonn, howevCl, MC'I
WorlcSCom will make eve!)' effort to implement any Jlaypbone access relOfricrions in a timely
milnnc:r

Those FDR'$ pw-chll5ing carrier ofiainllliioll S,,"TViCClli whom elect 10 compensate the PSPs ditcctly
for the ~~"pbolJe surcharge mUll IIlAccute and dehvor 10 Mel WOT'JdCom a leuer of
indrnmi1ieation thai clIn be ob1lined ~om youe salcs reprnonQtlve. The: Jetter Qfind.cmaificatiaD.
~-il/ state dial you Aifft to compenstle fhe PSP. dUClClly fot a\l payphoa 5UlohlrlC$ and that you
wi!! Indemnify MeT World(:om for my payphon~ JlItClweea rhat Mel WorldCorn incurs, You
wlll also be Tcquit'ed to Ulcludc with thf' letlc:r of uadc:nm.ifaC::llrion I Ictte:t !rom certain PSP~

wh~eby the PSPS acknoowled,. thal you will compensate 'hem. dir;~tly.

Please nOle thDt commel'\cina OQtOber 1, ~OO I. MeT WorJdCom will nO lona-..- consider "07" :)
p"yphoIl~ identifier digit. ConsequentJy, Me) Worh.lCum will nor l"esS the payphone surcharge
{nor block from f\AYpl1one access) any call~ label.d \looith the 07 idcnriJ\tlr difif Unlels :md IoUlcl the
FCC dll'ccts Ih.. l p..yphonC' compensalion it; owed lor 5~ch caUl.

If yvu ~Yl: i1ll)' q\lCitlOns. please eont.&ct your sales rcpr~sm~nvo.

B!lt Reaards,

DemUs Kolh
Vice Pruident. Mel WorldCom Wholesale Matkcuna

W 39\;;1d 08935 Ll1:'L-L1:'9-l0l
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Subject. p.Jy-phone Compenl.t[pn

'n response 10 the FCC Second Order On Reconsideralion In CC Docket No. 96-128, this letter will serve as notice that awest
inlends to modify its handling or calls originating from payphones. Pursuant to the langoage in your agreement concerning
regulatory mandates. commencing October 1, 2001. Qwest will charge all of its Wholesale Gustomers a payphone surcharge in
the amounl of $0.26 per call on all calls that originate from payphones as indicated by information digits 07, 27 or 70. The
charge will cOlier the compensation due payphone service providers (PSPs) as well as Owest's costs associated with making
these payments and meeting Its reporting rElqulremenlli to the PSPe.

1>,11 calls that originate from a payphone that are completed on a reseller product or all calls that are delivered for completion to
;.1 ~<lr.ili(ies·based carrier (FBCl (i.e, an entity that has its own sWitch/platform) will be assessed the payphone surcharge. This
,.~I1(lrge IS applicable to all carrier origination and reseller services purchased from Owest outside of Qweat's 14 state operating
le:'ritory This change does not affect customers who only utilize in-region intreLATA servIces.

If yov do not want to be assessed the payphone surcharge for any or all toll free numbers. you must submit to awest an order
to block such toll free numbers from being able to be used from a payphone. However, you will remain liable for payment for all
calls originating from a payphone and delivered to your switch/platform. Qwest will make every effort to implement any
oayphone access restrictions in 8 timely manner.

Tho:oc rcsellers and facility-based carriers whom elect to com~lt~nsate the PSPs directly for the payphone surcharge must
execute an amel'ldment to t"elr Wholesale Service.. Agreement that can be negotiated with your sales representative. T"e
-amendMent will state that you agree to compensate the PSPs directly for all payphone surcharges. In addition, all resellers and
ci'lrners electing to compensale PSPs direcUy must provide call completion information (Including originating ANI, date, time of

()!I 0.'200 I

2
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r:.ay, and 1-800 number called) by PSP to each PSP in computer readable format indicating the toll free and access number
hilt Qwefit has delivered and the volume of calls for each toll free and access number that you have received from each of the
r";;ps In tnis amendment you will also agree 10 indemnify Qwest for any plIyphone surcharges and related coats that Qwest
''':Aj :ncur as a result of any failure or delay in your payment to the PSPs and for any costs that Qwest may incur as a resul! t of
';('0',,, failure to provide the call completion and volume Information. You will also be required to include with the amendment a
1~:16r of agreement from each PSP whereby the PSP acknowledges that you will compensate them directly and provide the
rOQuired call completion and volume information,

II' ~'()11 hHVC any question:; (II' would likt to discuss this notice please contact your Qwest Sales Representativ~

1);111<1 Filip

St:niM Vice Pr~sidenlWholesale Customer Operations Qwest

9/1 O/2QO 1
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Global Crossing Telecommunications, Inc.
Carrier Services Group
180 South Clinton Avenue
Rochester, NY 14646
Tel +1.800.675.6209
www.globalcrossingcarrier.com

• Global Crossing

September 14, 2001

Constantin Barbalescu
President
TG!c-star Inti
One North Broadway, Suite 128
White Plains, NY 10601

Dear Mr. Barbalescu:

On April 5, 2001 the FCC released its Second Order on Reconsideration in
Implementation of the Pay Telephone Reclassification and Compensation Provisions
of the Telecommunications Act of 1996, CC Docket No. 96-128 ("Second
Reconsideration Order"). In that Order, the FCC changed the manner in which it
allocated responsibility among interexchange carriers for the payment of compensation
for dial-around calls that originate from payphones. Specifically, the Commission has
now placed the responsibility for the payment of per-call compensation upon the first
interexchange carrier that handles such calls. Therefore, Global Crossing shall
terminate the Payphone Dial-Around Compensation Agreement that exempts
payphone surcharge with your company.

Global Crossing will determine how to meet this change in responsibility in the next
few weeks. Given the inconvenience and sensitivity of this industry-wide issue Global
Crossing will be sending another formal written letter providing more detail on ourl
solution.

If you have any questions regarding payphone compensation or about the changes
required by the FCC Order, please contact David Farrance at 716-777-8243.

J:iL~,:JiL-
Todd M. Tribunella
Product Manager,.TolI free Services



From: Howard Segermark To: Hope Halpern

03/21/2001 15:00 8125372543

Date: 9/21/01 Time: 4:46:30 PM

INDlCOM
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1) 101 Metric Blvd

Suite e:l.l-A
Austin, Texas 78756

phQrle 512.742.2'100

www.broadwing.com

September 1, 2001

Dear Valued Customer:

This letter is notification that in response to FCC Order Docket No. 96-128, Broadwing
Communications Services Inc. will modify its ha~dJj!!K. ofc~ls Origl:r:l.?tip..g. from .

·····payphones. ·'Beginning - October ··1, 1001, Broadwing will charge your company a
payphone surcharge of $0.35 per call for calls that originate from a payphone. Broadwing
will consider all calls that originate from a payphone that are delivered for completion to
a facilities based reseller (FBR) (i.e. an entity that has its own switcbJplatfornt') to be
completed calls and will assess the payphone surcharge on such calls. This srlrcharge
will cover the compensation due payphone service providers (PSPs) as well as
Broadwing's costs associated with making these payments to PSPs.

To assist you in reconciling these calls, it is important to note that this only refers to CDR
with a call type = P and a Record Type = 07,27,29, 70. Broadwing will only assess the
payphone surcharge to any calls labeled with the "OT' identifier digit if the originating
ANI is identified to be a payphone by the National Payphone Clearinghouse (NPC) and
thus requires that a surcharge be assessed for such calls. To help you further, please refer
to position 47 for Calltype and Positions 299-300 for Record Type of the CDR ASCII
layout found in your Broadwing On Line Users Guides.

If you have any questions, please contact your Broadwing Account Manager.

Nancy Rogowski
Vice President and General Manager -Wholesale Switched Services
Broadband Sales Division


