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Pursuant to section 1.429(g) of thc Commission' s rnles. J Sprint Nextel

Corporation ("Sprint Nextel"") respectfnlly snbmits its reply to the scveral comments filed

on petitions for reconsideration and/or clarification of the Prepaid Card Order2 Sprint

Nextcl opposes Arizona Dialtone's petition. and supports !Drs. 3

Arizona maltone's Petition should be denied.

Arizona Dialtone asks that the Commission (I) "clarify"" what party must pay

access charges when local access in used to make prepaid card calls. (2) create reporting

rules that impose further duties on local exchangc carriers ("LECs"") that provide direct

inward dialing ("DID"") numbers used for originating long distance prepaid card calls,

(3) create intermediate carrier reporting obligations on resellers in the D!D call path if the

party responsible for access charges for DID-routed calls is the prepaid card provider.

J 47 C.F.R. § 1.429(g).

2 Regulation of Prepaid CalliUl.! Card Services, Declaratory Ruling and Report and
Order. FCC 06-79 (reI. June 30. 2006) ("Prepaid Card Order"").

3 Arizona Dialtone Inc. Petition for Reconsideration (filed Aug. 31.2006); Petition for
Clarification or, in the Alternative. for Reconsideration of!DT Telecom, Ine. (filed
Sept. I. 2006). Comments were filed October 12. 2006. See Public Notice DA 06-1948
(reI. Sept. 28. 2006).



(4) "clarify" that if a prepaid card provider's underlying transport carrier is not paying

access charges, then the intermediate carrier must pass percentage interstate usage

("pHr) lactors to its underlying carrier for transmission to the LEe and (5) compel

prepaid card service providers to provide along with PIt! factors-- quarterly lists of

local DID numhers uscd liJr long distance calling.

Level 3 opposes Arizona Dialtone's petition. It argues that access charges should

apply only to the interexchange earrier ("IXC") handling prepaid card traffie, not the LEC

providing loeal interconnection or to eompetitive LECs ("CLECs") using DID services to

route 800 calls to a "local" number4 Verizon, on the other hand, supports the petition "in

part," arguing that the Commission should act to end an "access-avoidanee seheme" in which

ealls to a card platform are translated to local CLEC aceess numbers, rather than routed to an

IXC, to aecess the platIi)rm lor long distance calling. Verizon, however, generally opposes

Arizona Dialtone's proposed "solutions," noting they would be widely ineffective.'

Sprint Nextel believes both of these parties miss the point. Arizona Dialtone's

petition is outside the scope of the proceeding and beyond the narrow outlines of the

Commission's original notice of proposed rulemaking6 Stated diITerently, Arizona

Dialtone has not tiled a petition f(Jr reconsideration of the Commission's Prepaid Card

Order. Rather, its petition seeks a rulemaking - one requesting substantive changes to

eurrent rules governing access and intercarrier compensation. Those issues are not

properly before the Commission here. Arizona Dialtone's lengthy exhibits, moreover,

4 Comments of Level 3 Communications LLC in Response to Arizona Dialtone' s
Petition for Reconsideration at 3.

5 Verizon' s Comments in Partial Support of Arizona Dia!tone's Petition for
Reconsideration at 7.

" Prepaid Card Order at ~'i 38-43.
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arc data not in the record of the original proceeding. Arizona Dialtone was not even a

party to the Prepaid ('ani proceeding up to now.

Arizona Dialtone (at 5) claims prompt Commission action is necessary to avoid

"irreparable I1naneial harm if it continues not to know bow or from whom to bill and

collect access charges" Its petition, however, is not the proper vehicle I(ll' attempting to

address that issue, Reconsideration is not an opportnnity to make or amend rules that the

Commission did not adopt in the Prepaid ('ard Order, The Commission should deny

Arizona Dialtone' s reeonsideration petition,

JUT's petition should be granted,

lDT's petition seeks c1arilication or, if ncccssary, rcconsidcration of the Prepaid

Card Order, to the extcnt that !(JOtnote ]0]7 mischaraeterizes the payphone compensation

rules8 IDT (at 2) asks the Commission to reconl1rm that dial-around compensation is

due to payphone service providers CPSP") only j(lr calls in which the cardholder places a

call to a called party, not simply whenever a call connects to a calling card or other

platiorm, IDT adds that, if the Commission had actually intended to require

compensation for communications that merely reach the platl()rm, it must reconsider and

correct this misstatement of the Commission's payphone compensation rules,

Sprint Nextcl agrees with RNK that lDT is absolutely right to call for clarification

or correction of Iootnote 10] of the Prepaid Card Order9 The footnote, ifmeant to

suggest that the Commission's payphone compensation rules require payment each time a

prepaid card user reaches a platI()rm and receives an aceount balanee, is plainly wrong,

As RNK explains, "[a]ny interpretation of j()otnote ]0] requiring compensation I(lr

7 Prepaid Card Order'l 37 n,] 0],

8 The payphone compensation rules are set out at 47 CF,R, §§ 64.1300-64.1320,

9 Comments of RNK Inc, d/b/a RNK Tc1ecom at 6,



incomplete calls" is both unreasonable and contrary to Commission preeedent. lo The

Commission should acknowledge the error and reconfirm that footnote 101 misstates the

payphonc compensation rules.

In its comments, APCC would have the Commission believe that the existing

payphone compensation rules require eompensatiou whenever any "information" is

provided from a calling card platli:Jfm, even if it is simply the card holder's remaining

balance provided incidentally to the consnmer's attempt to make a call.I I APCC's

assertion is absolutely untrue. Indeed, APCC does not cite any language in the

Commission's existing rules to justify this claim. Its argument is entirely inconsistent

with a decade's industry practice, inconsistent with the Commission's preeedent, and

contrary to the interests of consumers.

In lilet, the Commission expressly rejeeted APCC's position here when it first

implemented the payphone compensation rules. At the time, APCC argued that "any call

that reaches the carrier's platli)rm" should be deemed eompleted, "regardless of whether

the eall ultimatcly reaehes the ealled party.,,12 The Commission lound that argument

inconsistent with its statutory mandate. Seetion 276 called I()r "fair eompensation" for

"eaeh and every complc!ed intrastate and interstate eall,,13 The Commission eoncluded

"that a 'completed eall' is a call that is answered by the ealled party," not a call that

connects only to a platl()rm. 14 And, the Commission has also noted, "section 276

10 Iii

II Comments of American Public Communications Council at 8.

12 Implementation of the Pay Telephone Reclassification and Compensation Provisions
of the Telecommunications Act of 1996, Report and Order, II FCC Rcd 20541 (1996)
(subsequent history omitted) ("Firs! Payphone Order") at ~ 33.

13 47 U.S.c. § 276(b)(I)(A) (emphasis added).

14 Firs! Payphonc Order at '1 63. The Commission has reconfirmed this conclusion
repeatedly over the years. See, e.g., Implementation of the Pav Telephone
Reclassifieation and Compensation Provisions of the Te1eeommunieations Act of 1996.
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requires us to ensure that per-eall compcnsation is lair, which implies fairness to both

sides,,,15 not the imposition of rules most generous to PSI's.

Moreover, if APCC were right that, under existing rules, "any payphone call to a

prepaid card platform where the platfi:lrm provides information to the caller is a

completcd, and thcrefore compensable, call;,16 then whenever a caller did succeed in

reaching the ultimate called party, then there would be two completed calls: one receiving

the account balance and one reaching the ultimate called party. In the First Payphone

Order, the Commission reaffirmed its prior findings that, "where an 800 calling card call

is routed through an IXC's platIi:)rm, it should not be viewed as two distinct calls.,,17

Likewise, in imposing extensive new call·reporting requirements in 2004, the

Commission "reject[ed] APCCs request that thc Commission requirc Completing

Carriers to report ... uncompleted calls - calls that are attempted but not eompleted (I. e.,

not answered by the called party)"IS The rules cannot be fairly read to require

compensation for calls connecting to platIorms, when the Commission appropriately

declined even to require that such noncompleted calls be tracked and reported to PSI's.

In the instant proceeding, too, the Commission has recognized that consumers dial

prepaid card platfonus to make telephone calls to other parties, not to hear advertisements

Third Order on Reconsideration, 16 FCC Red 20922 at '1 2 (200 1) (subsequent history
omitted) (ruling also that "compensating PSI's ... lor all calls that are sent to a [switch·
based reseller's] platIorm, regardless of whether such calls are completed, is inconsistent
with the Commission's policies and rules").

15 Implementation of the Pav Telephone ReclassiI1eation and Compensation Provisions
of the Telecommunications Act of 1996. Fifth Order on Reconsideration and Order on
Remand, 17 FCC Rcd 21274 at '182 (2002) (subsequent history omitted).

16 APCC at 6.

J7 First Payphone Order at '163.

18 Implementation of the Pav Telephone ReclassiI1cation and Compensation Provisions
of the Telecommunications Act of 1996, Order on Reconsideration, 19 FCC Rcd 21457
(2004) at ~ 22.
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or announcements, 19 The mere fact that callers need to be advised of their remaining

balance, and that the balance notice necessarily must he provided at the commencement

of an allempled call, docs not somehow automatically render all attempted prepaid

calling card calls "completed" and compensable, The announcement of the eard balance

is strictly incidental to the consumer's call attempt

APCC contends that sometimcs a consumer might dial the platform simply to

chcck his balance with no intcntion of making a calL APCC does not explain how

anyone could determine that an abandoned call attempt was actually just a call to retrieve

balance inf(Jrmation, If that is ever true, it would be very rare, as the caller generally

must enter a third-party number bef()re hearing an account balance message, In reality,

no one can know why a prepaid card user abandons a call attempt It could be just as

likely that the consumer concluded that the payphone was in poor condition or provided

insufficient line volume, Given these obvious cirenmstanees, no Commission order has

ever before suggested that such noncompleted calls arc compensable,

The clrect of such a change in Commission rules would be extraordinary,

Virtually any call to a prepaid card platform, if the cardholder "PIN" is valid and

correctly entered, generates a card balance message belore allempling to connect the

caller to the called party, Many calls, however, are not "eompleted," and thus are not

compensable under the Commission's rules, A call may be unanswered by the called

party, It may reccive a busy signal, It may be noncompleted because ofnctwork issues,

It may bc improperly dialed, It may be abandoned by the callcr because of uncertainty

about thc number, or dissatisfaction with the payphone's quality, The call may be

noncompleted because the card balance was insufTicient, or because the number was no

19 Prepaid Card Order at ,r'115-16 (noting that AT&T's advertising message was
"merely a necessary precondition to placing a telephone call')
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longer in service. Yet under APCC's miseharaeterization of the rules. a PSI' would claim

compensation for everyone of these unsuccessful call attempts.

APCC's misinterpretation would clearly be harmful to consumers. Today. retail long

distance charges arc just pennies per minute. But with the payphone compensation rate

recently doubled to 49.4 cents per call.20 prcpaid card providers commonly must surcharge

consumers $1.00 or morc to recover those costs21 As RNK explains (at 8-9), consumers

certainly would be hurt, because costs of prepaid calling would have to rise, and card

providers would deny holders automatic access to their balances. Some card holders would

simply block ealls from payphones. Any of these ehanges would ereate conlusion, invite

payphone fraud, and generate eomplaints. (lDT at 8; RNK at 8.) Consumers expeet to

reeeive card balanees when making ealls, and they understand that unsuecessflll call attempts

are not billable (even coin-based calls from payphones are not charged if the line does not

connect). Accepting APCC's position would make payphone calling less desirable for the

publie, only exaeerbating consumer's distaste for payphones. Meanwhile, PSI's would

receive a windfall for noncompleted ealls never intended by Congress to be compensated22

Even from a teehnical standpoint, these noneompleted calls eannot be expected to

be compensable. Carriers do not track noncomplcted calls. Carrier billing systems track

20 APCC also ignores that the Commission, in calculating the current 49.4 cent per call
compensation rate, understood that not all call attempts are compensable. If all
connections to a platform were compensable, the rate necessarily would have been
calculated ditTerently by the Commission. Moreover, sinee a large portion of calling eard
ealls of all types are noneompleted, the rate also would have been signifieantly lower.

21 Most prepaid calling cards are sold through retailers, who sell the cards at face value
but purchase them at discounts of up to 50%. To reflect the costs of per-call payphone
compensation, the prepaid card provider must apply a surcharge 01'$1.00 or more simply
to payphone compensation costs.

22 Not coincidentally, some PSI's would try to seize on this artificial rationale and
attempt to bring complaints against carriers and card providers for baseless claims of
underpaymcnt stretching back years - turning a Commission misstatement into tedious
and utterly needless disputes. lDT at 5; RNK at 3.



('omple/ed, billable calls not call attempts, Contrary to APCC's claim, carriers have

never been required to track or compensate fell' prepaid card calls that fail to connect even

after reeeiving information such as account balance, In nearly a decade of per-call

compensation, carriers have not paid for them, and yet carriers' compliance with the

payphone compensation rules has been confirmed by independent auditors, It would be

certainly unreasonable to change the rules now, The industry has already spent many

millions to implement the current rules, with their claborate tracking, reporting, reeord-

keeping, notice, and audit requirements, It would, at any rate, be infeasible for carriers to

modify thcir systcms to try to idcntify and capture abandoned calls - as RNK points out

(at 9) -- certainly without hugely expcnsive and time-consuming changes to systems

throughout the industry, changes that could never be cost justified23

Regardless, the payphone compensation rules do not incorporate this requirement

As lDT (at 11) and RNK (at 7-8 & n.1 8) agree, under the Administrative Procedure Act,

thc Commission could nevcr make such a change in rules absent a full rulemaking24 For

this reason alone, the Commission must grant !DT's petition,

Respectfully suhmitted,

SPRINT NEXTEL CORPORATION

By

Vonya B. McCann
Michael R Fingerhut
John E, Benedict
200 I Edmund Halley Drive
MS VARESI' 0202
Reston, VA 20191
703-592-5112

October 23,2006

23 Coinless payphone calls ofall /ypes account for perhaps 0.1 percent oftramc on
Sprint Nextel's long distance network,

24 5 U,S,c' § 553,
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