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20
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February17, 2004

RE: InternationalSettlementsPolicyReform(TB DocketNo. 02-324)

InternationalSettlementRates(lB DocketNo. 96-261)

DearMs. Dortch,

On Friday,February13, 2004,Jim TalbotandI from AT&T metwith JenniferMannerof
CommissionerAbernathy’soffice to discusstheabove-referencedproceeding.

Duringthis meeting,wereviewedAT&T positionsin thesedockets,highlightingtheissues
documentedin theattachment.A copyofthisattachmentwasgivento Ms. Manner.

Oneelectroniccopyofthis Noticeis beingsubmittedto theSecretaryoftheFCCin accordance
with Section1.1206of theCommission’srules.

Att.

copyto:
J.Manner

Sincerely,



International SettlementsPolicy Reform

1. . ISP Reform Should EncourageGreater Useof Commercial
Arrangements with Targeted Safeguardsto. Prevent Price
IncreasesandWhipsaws

• U.S.carriersuccessesin negotiatingbelow-benchmarkrateson ISRroutes
showthatcommercialarrangementsnot subjectto ISPrateandproportionate

returnrequirementswill leadto morecost-basedrates
• Lackofcompetitionin mostforeignmarketsrequirescontinuedCommission

safeguardsagainstrate,increasesandotherforeignmarketpowerabuses

2. The CommissionShould EncourageMore Rapid Useof
‘Commercial Arrangements at Benchmark Rates

• . Simplif~rthetransitionto commerciaiarrangemçntsbyremovingspecificISP
requirementsatbenthmarksNoneedfor anintermediateISRstep

• Removeburdensome50 percentdemonstration
• Remove43.51 and64.1001filing requirementsfor commercialarrangements
~ Allow benchmarkshowingsby agreementor affidavit

3. Alternative Thresholdsfor Removal’of ISP Would Impede
•Competition . . ..

• ISRthresholdwouldpreventcommercialarrangementsonnon-WTOroutes
andcontinuetheburdensomeISRauthorizationprocess

• RemovalofISP on all routeswould encourageabuseofmarketpowerby
foreignmonopolists

4. ISP Reform Requires Continued CommissionSafeguardsAgainst
RateIncreasesand Whipsaws. • .

Foreignmonopolistscontrolthreeout offourU.S. internationalroutes
• Over170 countrieswithout fill WTO market-openingcommitments
• AlternativeterminationnotubiquitousandcannothandlelargeU.S. traffic

volumes
• Potentialharmto U.S. consumersfrom lackofcompetitionin foreignmarkets,

concertedactionby foreigncarriersandforeigngovernment-mandatedrate
floors



‘Continueexistingprohibitiononnon-cost-basedrateincreases:
• Continueexistingprohibitiononwhipsaws
• Enforcementthroughacarrier-initiatedcomplaintprocess
• Expeditedcomplaintprocedures ‘ . ‘ ‘ ‘

Continueexisting“no special,concessions”rule,’ ‘‘ ,‘ .‘

• Continue43.61traffic andrevenuereporting • ‘ ‘ ‘ ‘ ‘

‘6. 1997 BenchmarksShould be Revised ‘ . ‘

• rates. • ‘ ‘

• TheCommissionshouldissueaFNPRMonnewbenchmarks

7. RevisedTariff ComponentPricing Model

• Analysisofthenetworkcomponentsusedto terminateinternationalcallsin
thesame65 countriesusedfor theCommissiOn’s1997Benchrnark.~Order
TCP study , ‘ ‘

• Largelybasedon foreigncarriertariffs • ‘ •

• Uses2003data ‘ ‘

• Expandsnationalextensioncomponentto modelmorecloselythenetwork
componentsusedforinternationaltermination

• Includesmodel for mobiletermination
• Removesretail costsnotrelevantto internationalcall termination’
• Usesinternationalswitchingrateconservativelybasedon domestictandem

switchinganalogs
• AverageTCPrateforterminationon fixednetworksof4.03 cents(approx.

3.75 centsfor upper-incomecountries,approx.4 centsfor middleincome&

approx.4.75 centsfor lowerand ‘teledensitylessthanone’ countries)
• AverageTCPrateforterminationonmobilenetworksof 8.23 cents(approx.8

centsfor upper-incomecountries,approx.8.5 centsfor middle income&
,approx.8.5 centsfor lowerand‘teledensitylessthanone’ countries)
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5. NecessarySafeguardson All Routes

• Broadsupportfor continuationofbenchmarkspolicy, includingby former
opponentsofbenchmarks ‘ ‘ ‘ ‘ ‘

• ‘1997benchniarks,nolongeradequatelyservetheCommissionobjectiveof.
,cost-basedrates • • ‘ ‘ S , ‘ ‘

—Basedon 1996data ‘ ‘ ‘ .

—U.S. carrierratesto manycountriesnowbelow4 cents, • ‘ ‘

—Average2001U.S. settlementrate(14 cents)is belowthelowest1997
benchmarkrate ‘ ‘ ‘ :
—1997 benchmarkratesnowusedtojustif~’requests,forrateincreases. .:.

(e.g.;thePhilippines) , . .

1997BenchmarksOrder, ¶ 112: “[P]eriodic revisionsarenecessary,to
avoidtheproblemin thefUture ofourbenchmarksnotkeepin.gpacewith
costreductions,andto encouragefurthermovementtowardcost-based’
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8. The CommissionShould Restrain Rising Foreign Mobile
TerminationRates •. ‘

• Fast-growingproblemthreatensto reverseprogresstowardcost-basedrates
• No marketconstraintsorsufficient fOréign’regulatoryactionto prevent

•increases , ‘ • S ‘ , ‘ .

—90 countriesnow havemobilesurcharges
—no costjustificationfor thesecharges

First two “Key findings” of OvumJan.2004reportonmobiletermination
rates: . ‘ . ‘ S

— “Thereareno effectivemarketmechamsmsto curb thepriceofthe
mobileterminationservice.”
— “There is considerableevidencethatmobile termination’rates(MTRs)
arewellabovecostsin mostcountries.We’estimatethatprofit marginsof
over100%arecommonplacefor,mostmobilenetworkoperators

• (MNOs).” ‘ . .

• ‘ Foreignmobile carrierclaimsconcerningU.S. carriersurchargesareared
herring , ‘ : : ‘

—Foreignmobilecarriersaresubjectto no competitionat all in setting
• terminationrates;U.’S. carriersaresubjectto marketforcesandmust

recovertheircosts’ in thehighlycompetitiveU.S. market
—AT&T setsits consumermobile surchargesto recovertheincremental
chargesforthis traffic leviedby foreigninternationalcarriers

9. ‘ RequestedCommissionAction ‘

• Apply existingbenchmarksto all traffic terminatingon foreignmobile
networks,includingon routessubjectto commercialarrangements

—Mobile terminationratesexceed1997benchmarksin 39 countries
• Apply existingprohibitionson non-cost-basedincreasesto all traffic

‘terminatingon foreignmobilenetworks,includingon routessubjectto
commercialarrangements

‘ Proposenewbenchmarkratesfor traffic terminatingon foreignmobile
networksin the FNPRMrequestedabove

‘i
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Revised Tariff Component Pricing Methodology
Pricing Components

USCarrIer~sNetwk

Foreign Carrier’s Network InternationalPrivate Line Tariffs

Fixed Local Network

Line Tariffs
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Gateway Switching

Cost Estimate
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