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PROCEEDI NGS

M5. HARRI NGTON:  Good norning, and either
wel cone back or wel cone to the Federal Trade
Comm ssion. This is the public workshop portion of the

Comm ssion's rul emaking activity concerning its
Pay- Per-Call Rule.

My nane is Eileen Harrington, and |I'mthe
associate director of the division of marketing
practices here at the FTC, and | will be noderating the
wor kshop for the next couple of days.

We have sonme procedural and infornational
busi ness to take care of, so let's do that, and then
we'll get right to our agenda.

First of all, let ne tell you about |ocations of
food, drinks and bathroons. The rest roons are outside
the door to the left. The nmen's roomis immediately to
the left. The wonen's rest roomis through the el evator
bank and to the left.

Food and drinks are available on the 7th fl oor.
Just take these elevators out here and find your way to
The Top of the Trade. You can't ness it. Today's
special for lunch is a taco salad. M. Mng, who runs
The Top of the Trade, is kind of the mayor of FTCville

here, and he wanted to make sure | told you that today
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he's having a very good taco salad. Good buy he said.

We al so have a handout outside that identifies
sone of the area restaurants where you m ght be able to
get served and get back here within the hour that we've
gi ven you for |unch

We have a nmessage board outside in the | obby of
this room Please use it and check it for your phone
messages and for other nessages that you may need to
| eave.

Now, let's talk a little bit about the
wor kshop. The first rule is don't reiterate your
witten comrent. That's not why you' re here. The
pur pose of this workshop is to continue to build the
record by discussing issues and questions that we have,
t he people who are working on this, fromour review of
t he coments.

So we really would encourage you to stick to the
agenda and the questions that are asked, and let's nove
t he discussion along. If you take the floor to sinply
reiterate your coment, | mght cut you off because we
really are trying to build a record of dial ogue here
that noves this forward.

If there are issues that you commented on that
aren't on the agenda, that neans that we've taken a | ook

at the record, and we don't have any additi onal
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guestions about those issues right now It doesn't nean
they're not inportant issues. It doesn't nean that your
comments are not being considered very carefully. It
means that we decided that we don't need nore exchange
ri ght now on those issues.

This also is not the forumto nake argunents
about the Federal Trade Comm ssion's jurisdiction.

There are inportant argunments perhaps to be nade, but
those are legal issues that are nade extensively on
paper, and we don't intend to go over that ground here.

| want to say about the excellent coments that
have been submtted, that we really have read themvery
carefully, and we hear you. | think we understand al
of the commenters' points of view You made your points
of view and concerns known loudly and clearly to us, so
we don't need you to discuss those further here.

For exanple, the requirenent that a directory
service be tariffed to be exenpt fromthe rule, the
requi renent that pay-per-call services be billed in
fractions of mnutes, we have read your comrents very
carefully on that, and we don't need to go over that
ground here.

Let me talk for a mnute about public
participation in the workshop. During one of the

breaks, please submit your nane and the topic of your
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guestion, and we will call on you during the tine of the
programtoday that is allotted for public

participation. |[If the questioner's statenent relates to
i ssues that are going to be dealt with on day 2, we
woul d appreciate it if you wll wait until then to raise
that issue or point, unless you're not going to be here
on day 2, and then, of course, if you want to say
sonething for the record, you' re nore than wel cone to do
t hat .

Now, the procedure for being called on, for
t hose of you who are newto this, is that you all have
-- all the workshop participants at the table have nane
pl acards, and you have little post-its by your nane
pl acards. |If you wish to be recognized, please put a
post-it on your nanme placard, and also, if all of you
could slant your nane placards in a little bit so that |
can see them although we're going to have introductions
ina mnute, and I know nost if not all of you, we want
everyone to be able to spot everyone's nane.

It is not necessarily the case that | wll be
calling on you in the order that your post-it goes up,
although I will be jotting down nanes of people who want
to be recognized, and I'Il try to get to everyone, but
to facilitate discussion, and that is really the purpose

of this workshop, | may call on people out of sequence
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because what we really want to ask you to do is to
engage very thoughtfully in the questions that are on
the table for discussion at any given point.

And we want you to chall enge one anot her.
Especially where we have conflicting or differing points
of view that have been taken by stakehol ders, it is nobst
hel pful to us and to the record for those of you who
know a great deal about this to challenge one another's
assunpti ons.

So that is all that | have to say by way of
openi ng. How many of you sitting at the table have
participated in one or two of the prior workshops in the
pay-per-call area? How many veterans do we have? Do we
have the prizes for those people now?

Well, it's good to see those of you who have
been here before back, and wel cone to the people who are
at the table who have not previously participated.

Since there's so many of you who are new, |
guess there's one nore thing that | should say, and that
is we wll stay on schedul e, so when the agenda says we
start, we start. \Wien the agenda says we break, we
break, and that's the way it is.

W may be able to nove nore quickly through sonme
of the topics and nove on to the next one, but we wll

adhere rigidly to the tinmes that are set on the agenda.
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Does anyone have any questions before we go
around and do sone very brief introductions?

Okay. Now, one last instruction. |'msorry, |
can't see. Wwo is that? WlIl, R chard, one of the
problens is that we've got to nake you nore visible.

MR. BARTEL: | just wanted to clarify that for
the proceeding, that this is not a negotiated rul emaki ng
pr ocedure.

M5. HARRINGTON: This is not a negoti ated
rul emeking this is a public workshop discussion that is
being held in lieu of a period for witten rebuttal
coment .

Now, the last instruction | have is probably the
nmost inportant, and that is every tinme you speak, before
you speak, would you please identify yourself and your
organi zational affiliation, if you have one, so that our
st enographer, who is making a record of all of this for
the rul emaki ng record, doesn't absolutely | ose her m nd,
okay? And if you don't identify yourself, we wll
ridicule you.

So let's begin by doing sonme very brief
introductions. W' ve asked the participants to limt
their introductions to one mnute, and |let ne sort of
randomy call on Gordy -- to or Albe, I"'msorry. Excuse

ne.
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MR. ANGEL: You al so want an openi ng statenent?

M5. HARRINGTON:. No. | just want you to -- we
don't want opening statenents. W just want
i ntroductions.

MR. ANGEL: My name is Albert Angel. |I'm
cof ounder of the Billing Reform Task Force. | am
general counsel for ICN and 900 Service Bureau, and |I'm
here to represent Service Bureau's Billing Entities and
I nformation Providers operating primarily in the 900
service area.

MR. TANZI: Good norning. M nane is Anthony
Tanzi. |I'mdirector of comrunications at Brown
University at Providence, Rhode Island. |'m here today
representi ng ACUTA, the Association for
Tel ecommuni cati ons Professionals in H gher Education.

ACUTA represents approximately 800 col |l eges and
uni versities throughout the United States ranging from
colleges with several hundred students to major research
and teaching institutions with 25, 000 or nore students.

M5. HARRI NGTON: Let nme al so add that the ACUTA
peopl e have brought in sone additional research that we
will be placing on the record, and we're arranging to
have 100 copies of that made, and they will be avail able
outside on the table, and we appreciate very nuch the

wor K.
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MR. GORDON: |'m Ri chard Gordon, chairman of
El ectronic Comrerci al Association. W represent
approxi mately 4,500 nenbers fromlarge to snall, nany of
whom use various types of telecomunications and
tel ephone billing services, and as well as 900
provi ders.

MR. LAVALLA: Good norning. Despite what ny
name tag says, nmy nanme is Kris Lavalla from Bel
Atlantic, and 1'lIl change that, and | amthe director of
carrier services, billing and collections for Bel
Atl antic.

MR. KRAMER  Jeff Kramer. |I'mw th AARP,
Federal Affairs on the consumer team and | | ook forward
to hearing coments today, and | hope to bring to the
table a purely consuner perspective, not technical and
| egal issues, but to talk nore froma consuner's
per specti ve.

MS. M TCHELL: Good norning. |'m Jacquel ene
Mtchell, and I'm president of Billing Concepts and
presi dent of CERB, Coalition to Ensure Responsibility
Billing. 1'mhere today representing seven
cl eari nghouses that provide services to interexchange
carriers, service providers that do m scel | aneous
enhanced servi ces such as paging, voice nail, et

cetera.
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MR. PASSAN: Good norning. |'m Gary Passan, and
" m president of Network Tel ephone Services. |[|'mhere
primarily representing the Tel eservices Industry
Association. The TSI A has been an activity partici pant
in both the |legislative and regul atory process
surroundi ng audi otext since its very begi nning, and we
appreci ate the opportunity to be here again today and
participate again in the process.

M5. HAGAN. My name is Deborah Hagan. |'m an
assistant Attorney Ceneral in the Illinois Attorney
CGeneral's office. [1'll share ny spot here with
assi stant Attorney General Jill Sanford fromthe New
York Attorney General's office, and we are representing
the National Association of Attorneys General.

MR. BRENNAN. My nane is Peter Brennan, and |'m
a cofounder of the Billing Reform Task Force. |'mhere
today representing nmy conpany, the Tel e-publishing G oup
from Boston, Massachusetts, and the interests of the 600
newspapers throughout the United States who do business
with us, the 200 radio stations, our 300 enpl oyees and
the 7 mllion U S. consuners who use our 900 nunber
servi ces.

"Il be assisted by other services bureaus who
have not been able to get a seat at the table, and so if

you see peopl e passing ne notes, that's who they are.
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MR. ADAMS: |'m Danny Adans. |'m not Phi
Permut, al though Phil and I wll trade-off throughout
t he two-day workshop here. I'mwth Kelley Drye &
Warren, and we're here today on behalf of Cable &
Wreless Wst Indies. Cable & Wreless West Indies is
owned by Cable & Wreless PLC, a British corporation
whi ch has gl obal tel ecommuni cati ons operations.

Cable & Wreless West Indies owns nore than a
dozen Cari bbean tel ephone conpanies to provide |ocal
t el ephone service, sone of which are used for
i nternational audi otext services. That's why we're here
t oday.

M5. SIMPSON. Hello. M nane is Adel e Sinpson
I|"mcurrently enployed by the VISL, an executive nenber
of the International Tel enedia Association. Today |I'm
here representing the International Tel enedia
Associ ation, a trade association that regul ates and
represents the international telenedi a business and
whose nenbership conprises 85 percent of al
international telenedia traffic.

Qur nenbership includes international carriers,
service providers and fraud specialists.

M5. GARCIA: (Good norning. Loretta Garcia. |'m
an attorney with Dow, Lohnes & Al bertson, and today |'m

representing Teltrust, Inc., a conpany that provides

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



14

support services for tel ecomrunication carriers and
ot her conpani es, and Tel trust advocates the independent
third party verification as a neasure of control

M5. HARRI NGTON: That m crophone isn't working
here. Wuld soneone get soneone on the FTC staff?

MR MATSON: |'ll speak | oud enough. M nane is
David Matson. | represent Sprint Corporation and
participating on behalf of both our l|ocal division as

wel | as our |ong distance division.

MR. BARTEL: M nane is Richard Bartel. 1|'m
wi th Comruni cations Venture Services, Inc. [|'ll be here
trading off with David Lockwood on occasion. [|I'ma

menber of the North American Council for Speed
Resol uti on Task Force, however not here in any official
capacity there.

| represent our clients which are primarily
peopl e who have been assigned nunbers in the 555
exchange, the new national exchange.

M5. YOHE: |'m Linda Yohe with SBC
Communi cations, and |I'm a product manager for billing

and col l ection services for Southwestern Bell Tel ephone,

Pacific Bell and Nevada Bell, and | also will be trading
off spots with Mark Farrell, who is in the audi ence
t oday.

M5. GRANT: Good norning. |'m Susan G ant, vice
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president for public policy at the National Consuners
League and director of its national fraud information
center. Earlier this week the League celebrated its
100t h birthday, so | represent a long tradition of
consuner advocacy, and specifically here for the next
coupl e of days, the interests of the consuners who
contact our fraud center about tel ephone-billed abuse.

M5. PAGAR. Good norning. MW nane is Char
Pagar. |'man attorney with the law firmof Hall,
Dickler in New York City. |'mhere on behalf of the
Pronoti on Marketing Association. The PMA is a |eading
nonprofit organi zation representing the interests of the
pronmotions industry. It has over 700 nmenbers incl uding
Fortune 500 consunmers products and services conpani es,
advertising agencies and university professors who teach
pronotions as part of a standard business curricul um

The PMA supports the positions of the Billing
Ref orm Task Force and the Tel eservices Industry
Association in this proceeding.

MR HLE I'mAlen Hle, assistant director of
mar keti ng practices of the Federal Trade Comm ssion.

MR, COHN: |'m Adam Cohn. |'man attorney here
at the Federal Trade Conm ssion, division for marketing
practices.

M5. SCHWANKE: Mari anne Schwanke, an attorney

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



16

here at the division of marketing practices at the FTC

MR. DANI ELSON: Carol e Danielson. [|'man
investigator within the division of marketing
practices.

MR. HERTZENDCRF: |'m Mark Hertzendorf, and I'm
an econom st in the Bureau of Econom cs.

M5. MLLER I'mdCndy MIler, Florida Public
Service Comm ssion. W're doing a rul emaking right now
on crammng, and | have with me Rick Mdses and D ana
Cal dwel |, and they're going to share this seat.

Qur chairman, Joe Garcia, sees this as a
cruci al issue and wanted us to conme here.

M5. HARRINGTON:. | want to note that we're very
sorry that Allen Taylor isn't here, who's been here
before. Allen, fromthe Florida Public Service
Comm ssi on, passed away last fall | believe, and we
really mss not seeing him W wel cone you.

MS. MLLER  Thank you.

MR BOLIN. I'mJimBolin. I'man attorney with
AT&T.

M5. HARRI NGTON: Very good. W finished that 23
m nut es ahead of schedule, so you're doing a really good
job. That neans that we get maybe either extra tine to
tal k about the first riveting issue that we have for you

this nmorning which is presubscription agreenents and
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PINs as they are used in connection with the sale of
audiotexts that's offered by neans of toll-free
nunbers.

Now, we've divided this discussion into two
sessions. The first session, and what we are going to
focus on right now, concerns calling cards, debit cards
-- I"'msorry. The first session concerns definitions
of PINs and the formation of presubscription
agreenents. The second session which we may get to
before the break or we may not will focus on calling
cards, debit cards and prepaid cards, and we really
woul d i ke to reserve discussion on the use of those
mechani snms for that part of the discussion.

So what we're tal king about here is the proposed
rules definition of a PIN. Are the elenents that we
have proposed have appropriate? Should there be other
requi renments? Should there be a requirenent regarding
cancelation of a PIN or reporting a PIN as | ost or
stol en?

Should a PIN be unique to a particul ar vendor or
audi ot ext service and who shoul d bear responsibility for
| ost or stolen PINs? Should consuners bear unlimted
l[tability for PINs?

Al right. The subject is PINs, and the floor

is open for discussion of these issues. Gary? Please
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identify yourself and your affiliation.

MR. PASSAN:. M nane is Gary Passan, TSIA
W' ve probably provided a good piece of the coments on
PINs. | think our perspective on PINs is founded
primarily in just practical use. Many of the
participants in the teleservices industry use PINs in a
nunber of different ways, and sonme of the -- | think our
coments present primarily a view of PINs that woul d
allow for the custoner to both create their own PIN and
that the PIN could be sufficiently uni que when | ooked at
by the service bureau that it would allow themto define
t he presubscription agreenent associated with that PIN

The wording as we read it seened like it's
subj ect to sone possible interpretations that would
possi bly keep us frombeing able to do that, so a good
exanple would be for PINs is that -- | suspect nost al
of you have this, if you have an ATM card, you probably
have a four digit PIN so therefore that bank -- of
course that PINis not unique to that consuner, that
four digit PINis not, but used in conjunction with
sonething el se which in this case would be your ATM
nunber, it becones a unique identifier.

So we're just proposing that the wordi ng be
expanded to cover that case so that we can use that

particul ar phil osophy in our devel opnent.
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M5. HARRI NGTON: Okay. Any follow up question
to that fromFTC staff?

MR COHN. | do have a follow up question. Adam
Cohn by the way for the record. In your comment you
recommended that the rule be nodified to allow ora
di scl osure of the PIN over the tel ephone.

How woul d an oral disclosure of a PIN prevent
unaut hori zed access by people other than the subscri ber
tothe line? If the PIN for instance is mailed to the
billing address, | can understand that there's sone
protection against it being given to the wong party,
but what neasures could TSI A propose to protect the
distribution of PINs to the wong party?

MR, PASSAN. | think that we | ooked at that very
closely, and | think our perspective on the distribution
of PINreally cones fromtw basic places. This is Gary
Passan, again, sorry.

The first is that the PINitself could and |
t hi nk reasonabl e shoul d be a negoti ated nunber between a
consuner and the vendor. To that degree | think the PIN
needs to be established orally over the tel ephone to
start wth.

VWhat we' ve proposed is that by creating an oral
contract in that particular phone call through the

concept of express authorization which is brought up by
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the FTC later in their docunentation that we would be --
we woul d be allowed to provide services, but that
there's a risk that those services would fall squarely
on the vendor.

So that when the consuner receives their witten
di sclosures, if for any reason they don't agree with
t hose di scl osures or that those disclosures turn out to
be associated with a fraudul ent use of the product, that
t he service bureau or vendor would then forgive al
charges associated with that specific transaction.

Therefore, no consunmer woul d be responsi ble for
a transaction until they had received their witten
di scl osures.

M5. HARRI NGTON: Okay. Debbi e Hagan?

M5. HAGAN: | think that the problemfromthe
position of the Attorneys Ceneral and the conplaints
that we've seen over tine and in the past many tines
those were -- the consuner did choose the PIN through
sone kind of electronic nmethod. There was no way to
tell who was choosing that PIN and there was no way to
know whet her adequate di scl osures had been given.

And | think based on our comments, we would
prefer to see that the contract is not final orally over
the phone, that it is not final until witten

di scl osures are given and a PIN that is unactivated is
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sent, and then a call would be made to the provider who
woul d then activate the PIN

We think in this kind of a situation, because
we' ve had so many conpl aints and consuners continue from
our anecdotal experience to think that 800 nunbers are
free, that you need special protections here, and you
need a witten contract wwth a PIN that's acti vated.

M5. HARRINGTON: Al right. So Gary and the
TSI A woul d recomend that the rule inpose liability on
t he vendor for those situations where there is sone
di screpancy with regard to the PIN that's issued in that
way. The Attorneys General would recommend that the
contract not be fornmed until there's a witten
description delivered.

Is that a fair sunmary of the difference of
vi ews, would you say?

M5. HAGAN: | think -- Debbie Hagan from --
okay. Yes, contract formation would not be final until
witten disclosures.

MR. PASSAN. Gary Passan. | think our comments
woul d be that if you follow up, we woul d propose,

t hrough the process of express authorization with a, and
particularly as it relates to recorded express
aut hori zation, that that m ght be a sufficient

di scl osure, and we woul d have adequate docunentati on
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that a reasonable oral contract was created at that

tine.

»

HARRI NGTON:  Mari anne, you had a question?

»

SCHWANKE: Now a couple things conme to

M5. HARRINGTON: This is Marianne.

M5. SCHWANKE: | have a question that goes back
to what you originally said about the PIN being unique,
but based on what you said now, you said that if you had
a recording, then you would be able to ensure that a
contract was fornmed, but how woul d you ensure that the
contract was formed with the right person?

Isn't that the issue here? Wth presubscription
agreenents and has been in many cases the subscri ber
who's |iable for the charges has not been who's |iable
for the presubscription agreenent being forned.

How woul d you ensure through your nethod that
the contract was being formed with the contact person?

MR. PASSAN: | think our proposal is that should
it not be forned with the correct person, that the
l[iability would resolve to the vendor itself, not to the
i nappropriately billed consunmer and thereby forgiving
any possible charges that m ght have been acconpli shed.

Really in my mind and I think in the

association's mind, |I think it comes to if 90 X percent
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of the people call and want to purchase services and
have received a reasonabl e disclosure and are honest in
their conmunication with the vendors, the vendors w |
have a high degree of that probability.

| f the consumers are the ones that are acting in
a fraudul ent way by calling up and m srepresenting who
they are, then we're willing to absorb those expenses,
but we don't feel that we should be bl ocked fromthe
opportunity to provide services to the consuners that
are calling and are validly representing who they are to
us.

M5. HARRI NGTON: Okay. Loretta?

M5. GARCIA: | did not cormment on this
particul ar issue, but third-party verification used to
confirmthe express authorization could also be used to
validate the PIN or to nmake a record, either a nutua
recording --

M5. HARRI NGTON: Loretta, could I interrupt for
a second and ask you to identify yourself, please?

M5. GARCIA: Loretta Garcia, Teltrust, Inc., but
what | was saying is third-party verification, if it
were used to validate or confirmthe consuners express
aut hori zation to allow a charge to be put on the
t el ephone-billed, could also be used at that tine to

confirmthe PIN and allow formati on of the contract and
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al so to ask the question to confirmit was the correct
person.

It doesn't guarantee in all instances that that
woul d be the person that they say they are, but at |east
you woul d have sone record either witten or in
Teltrust's case recorded that we could go back to later
if there's a dispute.

M5. HARRI NGTON: Thank you, Loretta. Susan?

M5. GRANT: | want to point out that the PINin
this context isn't exactly the sanme as PINs for, for
i nstance, your ATM where you need it in order to access
the service. |It's about nore than access. It's part of
a presubscription agreenent that takes the transaction
out of many of the protections of the rule, and so |
think that it needs to be approached very carefully.

The inpression that |'ve al ways had of
preexi sting agreenents is that they're designed for
peopl e that are going to be repeat |ong-term custoners,
so | think that there needs to be an orderly and
progressive process for setting up such an agreenent.

That's why we suggested in our comrents that
after a witten meno of understanding, if you wll,
about the agreenent that is sent to the consuner, that
t he consunmer would call to obtain the PIN at that point

and to verify their identity and the terns of the
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agr eenent .

And from coments that sonme others have nmade so
far this nmorning it seens as though that may be a
practical solution to the problem of making sure that it
is the person who's going to be billed who's actually
got the PIN and is going to be using it.

M5. HARRI NGTON:. Thank you. A couple of
rem nders. Please identify yourself for the
st enogr apher.

M5. GRANT: |I'msorry.

M5. HARRI NGTON: That's okay, and when you've
been called on, would you m nd renoving your post-it
unl ess you want to be called on again.

MR. GORDON:  Richard Gordon, chairman of the
El ectronic Comrerce Association. |In today's world, |
certainly understand and appreciate the position that
you' ve taken, Susan, but this is turning nore and nore
and nore and nore into an el ectronic age, and how do you
deal with things like go to your web site and enter your
PIN or get your PIN so that you' ve got a docunent in
front of you and you can actually activate online
t here?

Many of the providers here are technol ogically
equi pped so that they could have that type of an

i nst ant aneous connecti on between the worl dwi de web and
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their tel ephone system

| think that the position that's been taken by
the TSIAis a forward | ooking one and one that should be
seriously considered because the majority of the
responsibility and liability has been accepted by the
i ndustry.

When that disclosure is given to the consuner a
day or two or three or four after the event, if there's
any chal |l enge whatsoever at that point intime, it's
just automatically waived. The charge is automatically
wai ved, and | woul d suggest we would add to that
di scl osure notice a requirenent that there be a
toll-free nunber that sonmeone could call printed right
on that notice that says, If this call was not nade by
you, dial this nunber and have a dispute resolution
right there.

Put it right in front of them but the concept
of having to wait -- this is a spontaneous industry,
soneone sees an ad or they see sonething and they want
that service now They don't want to wait a day or two
or three or four.

| think we need to keep the context of what the
injury is in balance with the consuner protections
necessary.

M5. HARRI NGTON: Okay. Cynthia? You' re not
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Cynthia. What have you done with Cynthia?

MR MOSES: This is Rick Mbses with the Florida
Public Service Comm ssion. W have a little bit
different view on this since our jurisdiction only goes
to the billing entities regul ati on over the unregul ated
charges. The use of a PIN nunber, we fully support, but
what we think should happen is there should be a
val i dation process, and we believe that validation
process should be the | ocal exchange conpany or the
billing entity that is actually doing the billing.

| f a cranm ng conpany, if they're going to be
doing it unauthorized, is going to use a PIN system and
give the consuner a PIN nunber, and they're just going
to send the PIN information to that consuner, there's no
val idation process. There's nothing to run that against
the billing entity to make sure that that is an
aut hori zed charge before it's billed.

M5. HARRI NGTON: Woul d you like to be known as
Ant hony or Tony? Tony?

MR. TANZI: Tony Tanzi representing ACUTA. W
support what this gentleman just said. There needs to
be a validation process because although a student
living in the dormtory will be authorized to use that
PIN, the billing entity is the University, so wthout

express aut horization and sone formof validation of the
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ultimate responsi bl e person, the University, for that
bill, we becone the stakeholder. W becone the

negoti ator for the charge, and the student has stepped
out of the process effectively.

M5. HARRI NGTON: Okay. W're going to have in a
nmonment sone follow up questions from Mari anne and Adam
fromthe staff but before we do that, let's go to Peter
and then Richard Bartel.

MR. BRENNAN:. Peter Brennan with TPl Goup. |
just wanted to clarify that the presubscription
agreenent is a contract wth the consuner, not
necessarily the |line subscriber as Adam seened to
indicate, and that's consistent with the practice of al
ki nds of tel ecommunication services, and | think it's
been acknow edged that there could be many responsible
adults living in a household but wwth typically one
person is the typical consuner, so..

M5. HARRI NGTON: Richard Bartel, please.

MR. BARTEL: Hello. | don't think it's --

M5. HARRI NGTON:  Woul d you identify yourself,
pl ease?

MR. BARTEL: Richard Bartel. | don't think it's
quite necessary for the industry to give up all that
much. Even though the subscriber denies liability

there's still the oral contract involved with the
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consuner as this gentleman just said, and | think there
are ways that the industry can do authentication or
verification.

There is technol ogy where there can be digitized
voi ce sanples, where the person is asked to state their
name and address, and that voice sanple is saved with
the PINfile so that the consuner if they dispute it
| ater can identify that voice.

It could be played back to themand they' || say,
Ch, that's so and so, and at that point it becones a non
subscri ber charge and a normal receivable that can be
enforced in other ways other than the through the phone
bills and that could be done in the University
si tuation.

M5. HARRI NGTON:  Mari anne?

M5. SCHWANKE: Marianne Schwanke. Gary, earlier
today in your comments, you suggested that a PIN not be
required to be unique in itself but in conmbination with
sonet hi ng el se be uni que.

VWhat did you have in mnd? And | think in your
coment you suggested that it be in conbination with

per haps the tel ephone nunber fromwhich the call was

bei ng pl aced.
| have two questions, one is: Isn't that then
basi ng the subscription -- the presubscription agreenent
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on ANl and nunber 2, doesn't that -- does that [imt
themthe use of the PIN to the phone from which the
presubscription agreenent was originally made and then
used froma different phone?

MR. PASSAN. A coupl e questions there.

M5. SCHWANKE:  Yes.

MR. PASSAN. This is Gary Passan. | think the
-- | guess | would like to kind of break this down in a
couple pieces for us. One is the presunption | believe
is that we're setting up a presubscription relationship
which neans it's on a toll-free nunber or a nunber
t hought to be toll-free by the consuners, and so
therefore what we're trying to do | believe is develop a
contract relationship with that consunmer which neans we
need to collect certain information fromthem and who's
going to actually be billed for the transacti on.

That's the goal of the situation, and to provide
to that person the material ternms and conditions under
which the relationship's going to be managed fromthis
poi nt going forward. From our perspective, what | think
the issue we would like to see is that that nunber
that's negotiated between the two parties should be as
freely developed as it can be, not to create the
situation in respect to the gentl eman down here inplying

that that person would be billed on the AN .
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That's very clear that the presubscription
rel ati onshi p mandates that the consuner that set the
relationship up is to be billed for that specific
transaction. Now, in that case and in ny mnd there are
really two cases, there's the case where the consuner is
acting responsibility and is in fact setting up a
contract with us because they really do want to do that,
and then there's a fraudulent user that is trying to
represent hinself as sonebody el se.

The first case | think we all agree certainly
i nst ant aneous, being able to set that contract up and
begi nning to provide the services is a very good thing.
| think the consuners would |ike that. W think that's
good for the industry. W see that as obviously a
benefit | think to everybody.

The case where we have a consunmer that's
fraudulently trying to represent hinmself as sonebody
el se to get soneone else to pay the bill | think is the
guestion we're trying to get our hands on. To get to
your question, the coupling of -- the creation of that
nunber and using ANl as an option we set where if you
cane in, if you call fromhone, you may use your four
digit PIN because we think tel ephone nunber and PIN
together so we don't think that has anything to do with
the ANl being billed.
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It has nothing to do with a consuner who owns
the ANl ever seeing the transaction. It just says that
if acall comes fromthis nunber, we will allow you to
report it. If you want to call, use a four digit PIN
If you want to call and use these services from sone
pl ace ot her than your phone nunber, in that case they
woul d clearly have to give us a |longer PIN

So what they're providing and what we've asked
to be provided for is the PIN be unique to the
i ndi vidual so therefore it would be portable or that in
conjunction with sonething el se, maybe their checking
account nunber and a PIN, maybe their whatever nunber
and a PIN but would be sufficiently unique that we were

able to create a uni que presubscription relationship.

That's really all that -- | think that's al
we're trying to address with that specific issue. 1In no
case -- | think it should be relatively self evident.

We clearly support the concept of anti-cranmng. W
don't think participants in the industry that are
fraudulently creating transactions should be allowed to
do that.

But we don't know that trying to identify the
PIN the solution for cranmng. | think it should cone
fromspecific regulations that talk about creating

fraudul ent transacti ons towards consumers. | think what
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we're trying to talk about nore is a fraudul ent consuner
trying to get on that service.

M5. HARRI NGTON: Adam did you have a question?

MR COHN: Yes, | did. This is Adam Cohn. |
have a question. Actually it's sort of a followup to
what you just said, and |'ve heard sone other conments
about PINs that are also rel evant.

A lot of what's being said inplies that we need
nmore flexibility on distribution of PINs perhaps orally
or by sone other neans, but at sonme point is there --
woul d you feel under your proposal that the PIN services
any function at all meaning that if you can distribute a
PIN orally or a consunmer can ask for a PIN orally and
they can receive the service and be billed for the
service just by asking for a PIN orally over the phone,
what's the difference between that and soneone calling
an 800 number and just being charged right away?

s there any added security value to having a
PIN that can be distributed orally over the phone and
woul d you think that it m ght be possible to have
consuners request unique identifiable PINs by nai
perhaps the way that you do with an ATM card?

M5. HARRINGTON: That's a question for Gary, but
if others want to respond, please do.

MR. PASSAN: I'll junp on in. | think our
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proposal, if the proposal stopped at sinply creating an
oral contract, then | believe that while through the
express authorization, | believe that it wuld still be
a very valid approach to doing business, | don't think
it would provide necessarily all the levels of consuner
protection that the Conm ssion's | ooking to get.

So our proposal included two additional elenents
toit. The second was that the terns and conditions
woul d be then provided in witten formto the address
that was provided during the creation of the
presubscription relationship, and so therefore those
terns and conditions be mailed out.

And | think sort of addressing a little bit of
anot her question down here is, and what happens if those
terms are different than the -- if the witten terns are
different than the oral terns. | think our opinion
woul d be that that would be sufficient cause for the
consuner's original calls to be forgiven, and the
industry is proposing in the spirit of providing the
maxi mum protection that any calls, any transactions that
are created in advance of the receipt of the witten
formwoul d al so be forgiven if upon receipt of the
witten forma consuner called the 800 nunber or
contacted the custoner service and said frankly, This is

not our transaction, it wasn't created by nyself and |
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don't want that account to be valid.

The service bureau in that particular case or
vendor | believe would have the responsibility then to
cancel that transaction and to cancel that account
subscription relationship because it's been clearly
created by a fraudul ent transaction, by a fraudul ent
consuner, and we're willing to accept those liabilities
to get the benefits of being able to create forward
goi ng transactions because we're of the opinion that
nost of the people that call us are valid consuners and
woul d |i ke to do business with us.

The reason that they're calling is not to see
who they can cheat but to see if they can receive
servi ces provided by you.

M5. HARRI NGTON: Kris and then Richard Gordon
and t hen Debbi e Hagan.

MR. LAVALLA: Kris Lavalla fromBell Atlantic
| just wanted to respond to the gentleman from Fl ori da.
It sounded |ike you're suggesting that the | ocal
exchange conpany be the ultinmate determnant if the PIN
was valid, and we don't feel that the |ocal exchange
conpani es should be put in a position where we're trying
to do PIN admnistration for literally thousands of
vendors that m ght be out there, devel oping contracts

that are either witten or oral and to have that burden
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fall to the | ocal exchange conpany.

M5. HARRI NGTON:  Richard CGordon?

MR. GORDON: Richard Gordon, chairman of
El ectronic Comrerce Association. Two things here.

Nunmber 1, again Adam suggested that this be subsequent
toanmiling, and | want to inpress on everyone the
spontaneity of the industry and the need the industry
has to be able to respond to consuners who want to buy
sonet hi ng now.

Secondly, to take a | ook sort of at 40,000 feet,
what's the difference between what the TSI A has
suggested and the PIN nodel that we call credit card
billing? There is absolutely no difference. It's a 16
digit PIN. You enter it. Wen you get your bill,
you' ve got resource. There's absolutely no difference.

It's different words, but it's the sanme concept,
and if credit card billing is acceptable, this should be
accept abl e.

M5. HARRI NGTON:  Debbi e and then Susan.

M5. HAGAN. Debbie Hagan. | wanted to talk
through this with Gary because | think it inpacts on how
we deal with it every day, and you see an ad with an 800
nunber and this consunmer does not have an under st andi ng
this is not free, so they call and we're going to rely

on accurate oral disclosures in a telemarketing call,
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which in the past had been problematic, and in the past
what they've been able to do is choose their own PIN
t hrough sone ki nd of electronic choice.

And then they've been able to i medi ately access
the service and many tines are being billed for
sonething that their initial inpression was that it was
free.

Now, | understand that there are sone people
that are not going to do this fraudulently, but there
are sone that do, so you're suggesting basically the
same format which is you still choose your owmn PIN, and
then you woul d receive witten disclosures, and the
remedy would be automatic credit if you dispute, and
al so the question would be, Are you calling for any kind
of verification of the initial authorization?

Are you calling for -- we have to deal with this
every day, and I"'mcurious as to howis this actually
going to work and how is this going to make anything any
better?

M5. HARRI NGTON: Gary, would you answer that?
This is very good. W like to have participants talk to
each other. H gh marks for you two.

MR. PASSAN: That's why we're sitting next to
each other. Gary Passan. | think there's a couple

el ements in our proposal that | think is different than
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the way it's been said. | think we covered the flow
fairly well.

| think in our proposal we're proposing that
there be an express authorization, and | think in fact
what has been problematic to the industry is there has
been -- the conpanies that haven't been necessarily
playing by the rules, I won't call them fraudul ent
conpani es out of respect for sone other fol ks naybe, but
haven't been playing fully by the rules.

They haven't really done | think a reasonable --
as detailed a job as these Conm ssion docunents woul d
have us doing on a good forward basis in terns of
di sclosing terns and conditions, and an express
aut hori zation formactually recorded the custoners
under st andi ng and accepting these conditions.

| think that raises the bar, essentially if your
primary point is consunmers have made these transactions
and didn't realize they were doing it. Then | think
that a recorded exanple of that happening essentially
| evel s the playing field for both parties.

That assures that the consuner have nmade an
i nfornmed decision, and it's also allowed for the
i ndustry knowi ng that the consuner has been adequately
i nf or med.

M5. HAGAN: And that works if you're doing it
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right, and what we see again is there are

m srepresentations in the oral disclosure, and the
recordi ng gets abused as a nechani sm because it w |

say, Now we're going to go to the recording, can you
tell just us your nanme and address and it's a
confirmation of basic identification information, and as
| aw enforce. W' ve been provided these tapes but these
tapes just say, Yeah, |I'mso and so.

It doesn't evidence any really understandi ng of
the ternms and conditions, so are you saying that you
woul d agree to -- for instance, what has happened in a
ot of the states with crammng is that by state | aw,
you have to take another step, and you have to verify
the authorization either through witten confirmation or
through third-party verification

MR. PASSAN. | think our proposal would be
actually -- a couple parts to it, but one is that the
express authorization description that's provided in the
Comm ssion's docunent | think would require us to get a
| ot nore informati on and recorded that piece of the
transaction, which I think would allow in the case of a
di spute one independent third party one day to cone and
say, You really were inforned or you weren't i nforned.

| think that again our proposal is that the

express authorization would be followed up with a
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witten confirmation which the consuner woul d then have
the opportunity to be forgiven of any service that was
provi ded in advance of that if, when upon receiving the
witten confirmation, they don't believe that the terns
and conditions are acceptable to themthat they would
under st and.

And if they didn't understand it was a bill able
transaction, it would be forgiven i nmediately, and
that's our proposal is that they would have that redress
to sinply say that, so the industry takes 100 percent of
the risk, and the custoners, it's zero percent of the
risk.

And if we wouldn't do that frankly, if we didn't
t hi nk nost of the consuners that wanted to purchase the
products are going to be valid consuners. If we thought
nost of the people who were going to be purchasing
products would be invalid, we would not go there to
address your second point.

There are probably parties out there that are
doi ng fraudulent things. |If that wasn't happening we
woul dn't be here for the second or third or fourth try
on trying to get these rules cl eaned up.

| really think that we should -- | think the
Comm ssions is enpowered and al so Attorney Cenerals are

sufficiently enpowered if this is being done that they
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have the ability to deal with it. To set the bar for
people that are doing it right so high that it inpacts
the econom cs and inpacts the consunerism choices |
think is raising the bar beyond what we shoul d.

M5. HAGAN. | just want to say this is a special
i nstance when you're advertising an 800 nunber and the
net inpression in the beginning is that it's free, and |
think that it has to be treated differently in order to
take away that inpression for the consuner, and it has
to be nore carefully dealt with than the normal ordering
of product.

That' s been our experience practically.

MR. PASSAN: And | think we agree, and that's
where express authorization raises the bar.

M5. HARRI NGTON: Susan and then Ri ck and then

Adam

M5. CGRANT: Susan Grant, National Consuners
League. | think | should probably trade places and sit
next to Richard because we'l| probably have a | ot of

di al ogue back and forth, and | do understand your
concern about spontaneity, but to pick up on what Debbie
said, we need to renenber that the concern is that
toll-free nunbers are widely considered by consuners and
quite rightfully as being free to call.

And that was why the presubscription arrangenent
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was very narrowy drawn on the first place and as it
turned out not nearly drawn enough, and now we need to
make sure that we close the | oopholes and that people
under stand before they make the call that there's going
to be a charge and how nuch it is.

| appreciate your suggesting that if there's a
probl em the conpanies may be willing or may not be
wi | ling, depending on the conpany, to take the charges
off the bill at that point, but I"'mnore interested in
maki ng sure the consunmers know that they're being
charged sonet hing and how nuch to begin with

There's a couple of other ways to deal with the
need to in some cases provide services spontaneously.
One is by asking the consuner to give a credit card
nunber because the consumer understands then that
there's going to be a charge to his or her credit card
account, and the second is to use the 900 nunber billing
pl at f orm

M5. HARRINGTON: Rick? D d you want to say
somet hi ng.

MR. MOSES: Yes, just a couple of points here.
One comrent about Bell Atlantic tal king about being PIN
adm ni strators. Right now nost of the |ocal exchange
conpanies in Florida have PIN adm nistration as far as

their |l ocal exchange service, so if the custoner used
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the sane PIN nunber to authorize any charges on their
phone, it seens |ike there would be no further

adm nistration by the | ocal exchange conpany to do the
adm ni strati on.

Al they're doing is validating against the
exi sting nunber they already have, and the other point
is the gentleman that, M. Passan, nentioned that the
conpani es, whenever they get a dispute, wll take the
charges off the bill. That may be true to the | argest
degree, but what we've al so experienced in Florida is
the conpany then turned the custonmer over to a
coll ection agency, and then the custoner's credit is
ruined, so it doesn't happen all the tine.

M5. HARRI NGTON:  Adam and Mark on the staff have
gquestions, and we're going to do those, and then go to
Li nda, Richard and Peter.

MR. COHN: This is Adam Cohn fromthe FTC
Li stening to what people are saying around the table, it
does sort of nmesh with sone of the comments which sone
of the providers have suggested, what | ooks |like nore
i ke a negative option, consuners who may have been
wongly billed for presubscription agreenents where you
get a mailing that would disclose that that purchase had
been made in your nanme and you had canceled it sonehow.

This |l eads ne to ask two questions, and | would

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



44

like to hear fromthe consuner protection people and
al so fromthe people who would be providing the service.

What extent could be taken in such a negative
option scenario to reduce the nunbers and perhaps
percent age of people who are billed wongly in the first
pl ace? This m ght be able to help people who are billed
wrongly and they have a negative option to cancel it,
but what steps could be taken by the industry to reduce
the reduce in the first place the wongful billing?

And ny second question is: Wat can be done to
reduce the inpression that Debbi e Hagan was tal ki ng
about which is the perception that consuners have that
this is going to be free? Wat additional steps, could
you think of any, that would help alleviate those
concerns?

M5. HARRI NGTON: Okay. We're |ooking for
answers first to Adamli s questions before we get -- and
|'ve noted that Linda, R chard and Peter want to join
t he di al ogue, so let nme ask Linda, Richard and Peter
whet her you would |like to say sonething in response to
Adaml s questions before | go to others to respond to
Adam Linda, did you have a response?

M5. YOHE: Well, | have a response that may be
in the formof a question to Gary. Wth regard to

Adam s - -
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M5. YOHE: Wbuld you identify yourself, Linda?

M5. YOHE: Linda Yohe, SBC. It's with regard to
the steps to reduce wongful billing, and ny question is
back to Gary, it does sound |ike what you're proposing
is a negative option, and it sounds -- it sounds very
admrable that you're willing to take on the risk as a
vendor as far as forgiving those transactions but |
guess ny question is: Until you get the witten
confirmation or the witten disclosure to take place and
you have confirmation that that custoner is your
custoner and has agreed to the terns, are you wlling to
wi thhold any billing or any billing transactions until
you have that confirmation?

| think that there is concern fromthe consuner
standpoint that those billings may be com ng in or being
applied to their bill prior to that witten disclosure,
and it's a different process to renove or adjust from
the bill as opposed to holding those billing
transactions until there is confirmation that it is a
val i d custoner transaction.

M5. HARRI NGTON: Gary, would you answer that,
pl ease?

MR. PASSAN: |'mglad we only got until noon.
This is Gary Passan, and that was Linda, right? | think

there may be sonewhat of a m sunderstandi ng here.
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Presubscription transactions traditionally and

i nherently have been non tel ephone-billed transactions
whi ch particul arly somewhat addresses the issue of
getting things off of the bill, but in fact it wll
never have gone to a tel ephone-billed precisely.

Wuld it make sense to wi thhold those
transactions froma billing perspective and allow the
witten disclosure to flow forward to the consuner and
gi ve the consuner a reasonable period of tinme to respond
to that and say, No, those aren't ny transactions and
shoul dn't be billed?

| don't know that the industry would object to
t hat except froma cash flow perspective. The reality
is that for nost of the consuners -- again we're talking
about a small percentage of fraudul ent consuners here.
The bul k of the consunmers are or good consuners, have
entered this transaction willfully. They' ve been
di scl osed t hrough express authorization all the terns
and conditions, they' ve agreed to those terns and
conditions. They' ve been provided that service and now
expect to be billed.

So to withhold the transactions for the few
smal l er cases | think froma cash flow perspective isn't
a good idea and from a busi ness perspective isn't a good

i dea.
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M5. HARRINGTON: Gary, | want to follow up on
sonet hing that you said which is that these
presubscription billed services are not traditionally
ones that appear on the telephone bill. W here at the
FTC, certainly many of the problens we have seen
i nvol ved services, the charges for which do occur on the
t el ephone bill.

What's your basis for saying the opposite?

MR. PASSAN. Probably because largely I would
say that the conpanies that the TSI A represents haven't
really been involved in that class of transactions, so |
don't think we've been -- it's not sonething that we've
seen a |l ot of.

MS. HARRI NGTON: How do the conpanies that TSI A
represent bill?

MR. PASSAN. Typically as it relates to
presubscription, it's been directly fromthe consuner,
where the addresses have been collected fromthe
consuner. Directly the bills have been rendered to the
consuners. The consuner has paid directly to the
vendor s.

M5. HARRINGTON: Now |I'm going to ask a question
of Debbie. |If there's no telephone-billed billing, does
that change at all the rather direct billing? Does that

alter your thinking at all? And you may want to think

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



48

about it for a mnute.

M5. HAGAN: Debbie Hagan. Part of the problem
has been the method of billing. | wouldn't want to
concede any of our proposed protections, but of course
many consuners, due to the bill format which is now
bei ng i nproved, have seen charges thrown in with others,
and they haven't noticed them nunber 1 and nunber 2,
they're afraid not to pay them because they're afraid
they're not going to be able to continue their tel ephone
service which for many they view it as crucial.

So, yes, | think there's a heightened | evel and
of course there is not a dispute resolution nmechani sm
under law for the tel ephone bills as opposed to your
credit card, so, yes, it nmakes it a little bit nore of a
pr obl em

M5. HARRI NGTON: Okay. Let's go to Mark
Hert zendorf .

MR, HERTZENDORF: Hi. This is going back to
Gary's suggestion of the witten notification one nore
time. How do you envision the scenario playing out
after the witten notification was sent to the consuner
and the consuner just didn't notice it because maybe it
| ooked |i ke a piece of unsolicited mail? Maybe it gets
di scarded. Does the ability to authorize the consuner

sonehow get cut off maybe at sone point if the consuner
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doesn't acknow edge the receipt of this witten
notification, or is the consuner |liable for any use once
the notification is sent out?

How do you envision that scenario playing out
and what steps could be taken to avoid being supplied to
the consunmer? Does the FTC perhaps have to regul ate the
format of this disclosure?

M5. HARRI NGTON: Gary, would you answer that?

MR. PASSAN. Let nme wait to answer part of you
gquestion and part of an answer to Adanis question. |
bel i eve obviously I think there should be clear
conspi cuous notice on whatever is provided in witten
format, and | think if a conmpany didn't do that, | think
it would have other issues with the FTC and trying to
regul ate the shape of the envel ope or the color.

But | think it's probably trying to go too far.
| think we have a responsibility to enploy that
information in the formthat's going to get people
reasonably to open it up and look at it.

This is partially to Linda's and Adam s
guestions. | think as it relates to tel ephone-billed
presubscription because there are -- | think it would be
reasonable to withhold those transactions until there's
a verification by the consuner that they've received a

witten notification.
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As it relates to direct bill, because of our
experience, it seens to ne it would be better to send
the transaction along with the verification so that they
have the opportunity to validate the transactions that
came with the notice in terns of the condition are in
fact ones they'll be responsible for.

And if they choose not to, then the conpany
again has agreed -- the industry has agreed that it
woul d accept the concept of forgiveness of all of those
transactions | believe -- if the consuner sinply said,
l"mnot willing to accept the witten terns and
conditions as provided wthin.

M5. HARRINGTON: | want to note that we probably
woul dn't regul ate the color of the envel ope. That would
be the FCC. | see ny FCC col | eagues in the back row
Just a joke. Richard Gordon, please.

MR. GORDON: A couple things. Nunber 1, Richard
Gordon El ectronic Commerce Association. W wll have a
| ot of dialogue because |I would nore support your
position on 900 if we had 900 billing guarantee. As |
think we'll be discussing later in the day 900 billing
is being effectively elimnated in many territories by
sone of the predatory behavior of the LECs.

VWhat we're really tal king about here is a

situation where there is ball bearings and strawberries
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in a blender. You're talking about tel ephone-billed and
direct billed and they don't fit. They're not the sane

substance, and the TSIA s position on direct billed is

exactly again I'll say the credit card nodel.

There's a docunent coming. It's telling you,
You made this call. It may look a little bit like a
phone bill, but it's not sonething that is getting into

the state regul ated systens of all of the tel ephone
conpani es.

In that situation | think what we' ve presented
here or what the TSI A has presented here is a very
viabl e alternative because what they're saying is, W're
going to send the bill, and | think the bill should go
out inmmediately in this case because the sooner the
person gets the docunent, the quicker they can react in
the event it was sonething they didn't know what they
wer e doi ng.

And in that situation | think the tineliness of
the bill should be al nbost i mediate. Secondarily, if
you then follow that up with a disclosure that if you
didn't do this or if you didn't understand you were
doing this, not only will we not charge you for this,
just call and elimnate the bill, but a certification
that there would be no secondary collection on direct

bill.
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| f the consumer says, | didn't do this, then
there should not be a right to secondary coll ection, and
| think the industry, fromwhat | understand, would be
prepared to accept and live with that.

When you're dealing with tel ephone-billed, if
the industry is prepared to forestall billing until
there is sone verification, then | m ght suggest that
the billing conpanies who are the ones that actually
pl ace the record in the system be possibly the third
party that does sone formof verification here.

And | understand the need for third-party
verification. | don't particularly support it, but at
the sane point in tinme, if there's going to be a point
of third-party verification, it should be part of the
system

The phone conpani es, the LECs, just don't have
the ability to do that besides the fact there is |last |
checked 1, 765 around the country, so try to focus it,
try to get it into a smaller nunber of hands as
possi bl e.

M5. HARRI NGTON: Peter? You' ve been waiting
very patiently. Thank you.

MR. BRENNAN:. Thank you. Peter Brennan of the
TPl group. | would like to advocate that we keep in

m nd sone basic assunptions that really go back to the
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historical record of this entire proceeding. W
assuned, and rightfully so as Susan's poi nted out
earlier and others, that toll-free nunbers are free, and
that's the basis upon which nmuch of this was witten
Yes, toll-free nunbers are free but there is a

recognition that what you do on the toll-free nunber may

not be. If | charge a sweater to ny credit card to
Land's End, I'mcertainly not expecting the sweater to
be free.

This is analogous to that situation. If we

assunme and we have built a great deal of regul ation, and
it seens to be working, that when people hear the
preanbl e articul ated that discusses the ternms and
conditions on a 900 nunber call, that that's understood
and that that gives consuners a chance to nmake a
deci si on.

So can we also assune in this case when terns
and conditions are |laid before consuners that they wll
have sone understandi ng of those? Can we assune, Mark,
to your point that consuners wll read their mail? Sone
of these things are so basic to the conduct of business
that | alnmost think that if we can't -- if we can't get
to that point, why are we wasting our tinmne.

And the other point | would |ike to nmake is

that, Susan, relative to your comment about 900 billing,

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



54

900 billing is becomng |l ess viable every day, and in
part because of the situation that you described that
we'll talk about later, but in part because a situation
has been allowed to occur over time where it just is

| ess viable because the integrity of the billing isn't
t here because the charge backs are so bad.

So a couple years ago, the last tine we net,
seened to be a viable placing, and I think it should
have been, but that's slipping through our fingers, so
t hese other services are necessary as perhaps an
alternative to a dyi ng goose.

MS. HARRI NGTON: Okay. Debbie, you had your
post-it up and now it's down.

M5. HAGAN. Yes, the only point short sense you
referenced the FCC is that they did in slanm ng have a
packet that was required to be sent wth a negative
option kind of thing, and they have since elimnated it
because we litigated it so many tines and so did they.

M5. HARRINGTON: It wasn't effective.

M5. HAGAN: Just hidden anong a | ot of other
t hi ngs.

M5. HARRI NGTON:  Susan?

MS. GRANT: | was going to say that also | am
sensitive about charge backs, and | would be concerned

about creating another situation where conpanies would
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end up having a | ot of charge backs which I think your
proposal mght result in.

M5. HARRI NGTON: Adam has one | ast question on
this subject.

MR. COHN: On the negative option issue, Debbie,
is there any way to nmake the negative option work better
froma consuner protection perspective? Mybe not the
color of the envel ope necessarily, but sonme sort of
limted requirenent about not including additional
materials or sonmething like that? Wuld that help the
negati ve option?

M5. HAGAN. In the telecomindustry, what woul d
happen is the wel cone package would come with five or
si x pages of introduction to your service, and sonewhere
there was a small postcard that was this big
(indicating) that said, If you don't want this, you have
ten days to return this, so it was an issue of hiding
t he mandatory di scl osures.

And consuners never thought they authorized the
service, then got the verification that way, threwit
away and then would continue to be billed, so | guess
it's the conspicuous issue.

MR, COHN: Do you know if it's doable in a way
that woul d satisfy your concern?

M5. HAGAN: | just don't know. W found so nuch
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abuse that the FCC recently in their anended rul es
elimnated it as a verification nethod.

MS5. HARRI NGTON: Richard Gordon, Gary, and then
we're going to nove on to the next topic in this
section.

MR, GORDON: Two points. Nunber 1, again,
Debbie, | think what you're dealing with is the direct
bill issue. Wen you' re dealing with a product billing,
you're dealing with direct billing. You can't get m xed
in wwth other things because it's telling you, You owe
this nmoney right then and there.

| understand and respect the problemw th the
Cl D where you have that docunent that day, and then
three weeks | ater you get your phone bill. And you
forget. You don't associate those two. This is not a
di sassoci ated transaction.

This is one transaction in which it said, You
made the foll ow ng purchase, you owe this noney, and you
pay ne directly. Wth regard to Susan's conments about
charge back, certainly charge backs in the 900 industry
have been a major problem and I think that the
pay-per-call industry would be prepared to bear the risk
of loss in dealing with these consuners under a direct
billing situation for two reasons.

Nunmber one, when they submt those records to a
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900 carrier, they' re charged whether or not they get
paid, and in fact when they are not paid, they wi nd up
payi ng extra for having the billing and having the
charge back and all the handling fees.

Secondarily, in this situation they would be
able to turn that billing off in a reasonable period of
time. One of the big problens that the 900 providers
have is it mght be six nonths, nine nonths or a year
bef ore charge backs cone back. |'ve seen situations of
$10 or 12,000 com ng back.

Well, if you're doing direct billing, you' re not
going to keep opening that gate and letting that
consumer run up $10, 000 bill before they nake a
paynment. Once they do nmake a paynent on a direct bill,
that that is constructive acceptance of the contract.

| don't think you need an explicit and separate
acceptance of the contract. |[|f they pay that charge,
then why isn't that an acceptance?

MS5. HARRI NGTON.  Marianne has a follow up
guesti on.

M5. SCHWANKE: Getting back to sonething you
just said in the beginning of your statenent, that
there's no di sassoci ati on between the charges and the
di sclosures. Well, if you receive sonething, a bill for

sonet hing that you never purchased to begin with, you' ve
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never had a transaction with a particul ar conpany, you
get sonething in the mail that you don't recognize and
you' ve never heard the nanme, isn't there sonme chance
that you're just going to toss it out w thout | ooking at
it so you never see the bill and discl osures, not
because it's hi dden sonmewhere, but because you never had
any kind of contact with that conpany to begin wth?

MR. GORDON: Richard Gordon with ECA. |
certainly think that that's a possibility, and I would
suggest that the TSI A and the industry m ght take a | ook
at if the bill isn't paid within 30 or 60 or 90 days or
sone reasonable period, that then there's the other
presunption that it was never authorized, and | haven't
di scussed that wth everybody in the industry, but |
think that that's an easy escape fromthat particul ar
i ssue.

| nyself every year get these notices from sone
conpany in Switzerland that's putting ne in an
international fax directory invoicing me for $945, and
|"ve never once subscribed to this thing. | throw that
bill away. It never gets to third-party collection

M5. HARRINGTON:. We're going to have a question
from Mark Hertzendorf, and then we're going to hear the
| ast word from Gary on this subject, the last word on

t hi s di scussi on. Mar k?
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MR, HERTZENDORF: |'mjust wondering -- Mark
Hertzendorf. |'mwondering if soneone could comment on
the economcs of direct billing versus billing on the
tel ephone bill, and is there sone -- do | hear that

there's a consensus anong sone of the industry that
t here should be different standards then for direct
billing versus tel ephone billing?

M5. HARRI NGTON: Richard, that question is for
you.

MR. GORDON: | believe that there is an econom c
nodel that works for direct billing for pay-per-call.

Yet at the same point in tinme, there is not a nodel that
works for direct billing into 4250 equi val ent type
t hi ngs.

As an exanple, the average pay- per-cal
transaction is probably in the md $20 range, whereas an
inside wiring plan with Ceveland Bell or G ncinnati
Bell is $1.01 or 1.07. You can't economically bill
$1.07 a nonth, but you can certainly economically bill a
$25 transaction, particularly one that is a good nodel
t hat suggests that after the first transactions, there
are repeat transactions.

So fromthat perspective | think that you're
dealing again with strawberries and ball bearings.

M5. HARRI NGTON: Gary? Ckay, Peter, to Mark's
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gquestion?

MR. BRENNAN:.  Very quickly, | wanted to point

out --
M5. HARRINGTON: This is Peter Brennan from TPI.
MR. BRENNAN. Peter Brennan from TPI, that the
Billing Reform Task Force has engaged an econom st to

build a nodel to the answer to that question, and we
woul d I'i ke to have the opportunity to submt that for
t he record.

M5. HARRI NGTON: Absolutely. W would | ove for
you to submt it. Thank you. Gary?

MR, PASSAN: | think Richard had sone very good
points here. | think the final point | would nmake is
that the industry is very interested in obviously
reduci ng cramm ng and reduci ng i nappropriate billing of
CONSUITer s.

We hope that through the actions |ike the FCC s
Truth and Billing novenents and the work of the FTC that
conpani es that have abused those are being slowy weeded
out and made non vi abl e.

That of course is opening up the opportunity for
good strong conpanies to build working relationships
with their consunmers to grow and prosper. W would be
happy to work with the FTC in mtigati ng NAAG s concerns

about negative options. Maybe there's sonme way of
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maki ng that packet positively acknow edged once it is
recei ved, because again we're betting on the fact that
these are valid consuners that want to create these
rel ati onshi ps and want to do business with us.

So if there's sone hurdles we need to go through
to assure everyone that that's valid and that that is a
good relationship, we're happy to work with that as | ong
as it doesn't create such an econom c burden that it
doesn't make sense to do business at all.

M5. HARRI NGTON: Well, it sounds to ne |ike
there may be sonme grounds in this area for continued
di scussion, and | would certainly urge people around the
table to continue the discussion outside of the
rul emeki ng, and if you cone up with sone other idea, put
it on the record with respect to all of these issues.

Al right. Now, we're going to nove on to the
next sub topic in this presubscription agreenent
di scussion, and that goes to the use of instrunents that
are not subject to the Fair Credit Billing Act and
Trut h-in-Lending such as debit cards and calling cards
for the purpose of establishing presubscription
agreenent and billing for services attained thereunder.

Now, if we assune that the TDDRA -- | want you
to go to handout A. W have devel oped sone handouts to

try to focus the discussion. There are extra copies of
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t he handouts outside of the room but for the workshop
participants you were sent this the other day.

Everybody set, handout A? |If we assune TDDRA
permtted the use of debit cards and calling cards to
charge for audiotext that's offered over toll-free
nunbers and assune that the rule were nodified
accordingly, what, if any, additional consuner
protections woul d be desirabl e?

Now, we have sone suggestions in the comments.
For exanple, TSI A suggests that audi otext purchases made
with these cards shoul d be nade subject to rules and
di spute resolution provisions, but if we consider that
in many of these circunstances, the billing entity would
be a bank or common carrier wwth no affiliation to the
vendor, we're interested in some discussion on how that
suggesti on woul d worKk.

Let's open up the discussion focusing on the
guestions in handout Aif we may, please. Richard
Gor don?

MR. GORDON: Richard Gordon, Electronic Conmerce
Association. Unfortunately | think that the use of the
phrase "debit card" here creates a trenendous problem
for the industry and for the entire el ectronic commerce
comunity.

There is virtually no way that you can tell the
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di fference between a credit card and a debit card in
today' s banking environnent. In ny conmerci al
enterprise Credit Cards. Com processes in excess of a
hundred thousand credit card transactions a day, and we
have no way what soever to identify when we see a credit
card versus when we see a debit card.

As case in point | happen to have wth ne today
my personal Citibank VISA card which starts with a six
digit nunber of 427138. The first six digits identifies
what's called the bank identification nunber. That's
the bank that issued this particular card.

| believe that VISA has provided information to
t he various governnent regul atory agencies that there is
a nmethod or an algorithmthat can identify a debit card
froma credit card.

Well, | contest that, conpletely contest that,
to the point that about a year ago, | received this card
in the mail which in no way says anything about it being
a debit card. If you ook at the first six nunbers it's
427138. The next nine nunbers are the uni que account
nunber. The 10th or 16th nunber, the |ast nunber,
happens to be what you call a npbde ten nunber.

| took this back to ny Ctibank branch and said,
You made a m stake, my other card is not expired yet, |

don't need this one. They could not find this card in
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the credit card system

After about 15 m nutes of searching the bank
manager said, That may be a debit card, and sure enough
when they went into the debit card network, they found
that it was in fact a debit card.

Now, Citibank -- correction, VISA and MasterCard
both have tried to proliferate the distribution of debit
cards that | ook exactly like credit cards for their own
econom ¢ benefit.

When | as a consuner use this card, which is a
debit card, at a nmerchant, the nmerchant doesn't know it
is a debit card, and he pays approxi mtely 2.2 percent
in discount fees. |If he knewit was a debit card, he
woul d pay ten cents, so there is absolutely no way to
identify these as separate vehicles.

M5. HARRI NGTON: Richard, that's a good point
and a hel pful point. W're going to -- if anyone wants
to comment on that particular issue, we're going to conme
tothat in a fewmnutes in this session, but | want to
focus right now, please, on handout A and the questions
that are raised therein. Gary?

MR. PASSAN. The suggestion that the TSIA --
Gary Passan.

THE REPORTER: You don't have to state that

agai n.
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M5. HARRI NGTON:  You get high points for being
so conpliant.

MR. PASSAN. Thank you. The TSI A s suggestion
as it relates to this is really the thought of providing
a floor of consuner protection which would be the
t el ecomruni cati ons di spute resol ution as pronul gated by
t he Conm ssi on.

We feel that that assures that anything that's
accepted by the nerchant that the consuner is at | east
provided that |evel of assurances. W also propose that
to the extent a debit card or any other card carries a
hi gher | evel of dispute resolution conditions, Reg Z,
Reg E, as it relates to check, debit and so forth and so
on, that the consunmer woul d be provided not only with
what woul d be associated wth tel ecommuni cati ons but
woul d be provided those dispute regul ati ons and rul es
that are associated wth that higher |evel

So debit card, | think as R chard touched on,
does have a higher |level of dispute resolution than the
tel ecomuni cations rule is really mandated -- it's
really covered under Reg E, which is electronic check
commer ce transactions.

In fact, informally, not in a regulatory rule
but under operating rule, VISA and MasterCard have in

fact raised the bar for these debit cards to be
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essentially the same | evel as credit cards so you have
the sanme dispute nethods. You have the sane

protection. You have the sane |[imtations of |oss, and
the reason they've done that is, as R chard just touched
on, was to provide that sane |evel of confort for the
consuners so they would be as happy to receive these
debit cards that they have as well as the services they
received from VI SA and Mast er Card.

So what our proposal is, getting to this first
question is, A the consuners would be provided at | east
the level of protection that is provided underneath the
308, to the extent there's a higher |evel, that they
woul d get those higher levels, and that the industry
woul d not take cards that didn't provide at |east that
| evel of protection and services for the consuners
t hensel ves.

M5. HARRI NGTON:  Susan?

M5. GRANT: The concern | have -- first of all.
VI SA and MasterCard's decisions to at least at this
point treat those disputes the sanme is purely
voluntarily and could change any tinme and m ght change
if in fact it becane enough of an issue with consuners
demandi ng noney back, which brings ne to the second
poi nt ..

And that is that the big difference here is that
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the noney's already gone from your account, and now
you' re arguing about trying to get the noney back rather
than being in the better position of disputing charges
that you haven't yet paid, and because of the experience
that consuners have and the difficulty that they have
resol ving disputes with the vendors or their
representatives, |I'mnot confident of their ability to
get that noney back

So |l don't think it really would provide them
with the sane | evel of protection.

M5. HARRI NGTON: A question from Adam

MR. COHN:  This is Adam Cohn. | wanted to
follow up on the question or the point that Susan G ant
just made which is -- | guess it's a question for the
TSI A

How woul d a consuner have a dispute resolution
procedure set forth in the Conmssion's rule if they
charged a service to a debit card? |If a debit card
conpany, a bank, received a charge, they would be
i npl enmenting the regul ations that always apply to them
but how woul d they know -- who woul d give the consuners
t hese additional protections and how woul d that work?

That's nmy maj or question, how does it work?

MR. PASSAN. The nost fundanental elenent of it

was -- it's a two part proposal. |If there is no dispute
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resolution rules, then it would fall to the

tel ecomuni cations rules. |If there was a higher
proposal , second part was if there's a higher |evel of
di spute resol ution, those would be used in |lieu of the
t el ecommuni cation rul es.

At this point | agree with Susan that there's no
absolutely regulatory requirenent for it. At this point
both VI SA and MasterCard have i npl enmented di spute
resolution rules which are well in excess of the
tel ecommuni cation rules. In fact they' re nodel ed al nost
exactly after Reg Z

So | guess as long as they continued that, then
| think our industry's opinion is that the consuners
have the redress and has the opportunity.

MR. COHN: What if they do not continue it?

MR. PASSAN: If they don't continue it, we'll
have to conme back to the table and devel op anot her
met hod of doing business. As Richard very well
articulated, we have no ability to distinguish it
directly oursel ves between those two.

M5. HARRI NGTON: Richard Gordon?

MR, GORDON: Again | have to say, | appreciate
the position you're taking, Susan, and certainly your
comments, Adam but this is an inpracticality. There's

no way to know, so people here could be held responsible
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for taking debit cards and violating the rules when
they're the last ones to know that it's a debit card.

|f the consumer -- | mean, | think I'm an
i nformed consuner in the credit card rule. | couldn't
tell the difference.

M5. HARRI NGTON: Okay. | want to nove on to the
next question on handout A which suggests -- I'msorry,
Debbie, | didn't see your post-it, and, Allen, did you
have a question?

MR, HILE: Just one, that is everything that's
been said so far seens to pertain strictly to debit
cards as conpared to credit cards, and |I'mwondering if
anybody woul d care to expand that discussion to calling
cards? Richard, do you have anythi ng?

MR. GORDON: W have informed a position on
calling cards that not enough of our nenbers are engaged
in those activities.

M5. HARRI NGTON:  Debbi e?

M5. HAGAN: | want to nake a quick point. Again
if the consuner's accessing via what they think is a
toll-free nunber, if for sonme reason they don't get
adequat e di scl osures, there's instantaneous contracting
and in addition to that instantaneous debit of your
checking account, | think this is a prescription for

pr obl ens.
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| think that there's no way legally that | can
see that you can buy in banks, the Comm ssion in your
authority. | don't see how you're going to have
jurisdiction to require these third-party lenders to
conply with your dispute resolution nmechani sns.

| don't know. They'll have to explain to ne if
they think they have that authority. So I think we
woul d be very concerned about that.

M5. HARRI NGTON: Richard Bartel ?

MR. BARTEL: Yes. | think that there is a need
to di stinguish between transacti ons where the noney has
al ready gone and the consuner doesn't have access to the
funds and those situations in which you have a contract
situation where you have a bill and a receivable or
payabl e froma consuner's point of view.

And on this question | know we're getting to the
guestion, but there is a nethod apparently of
di stinguishing 13 | think debit card versus a credit
card and sonehow t hey nmake that distinction.

M5. HARRI NGTON: We're going to cone to that
issue in a nmonment. Gary, last word on this?

MR. PASSAN. | wanted to comment on Allen's
guesti on.

M5. HARRI NGTON:  Good.

MR. PASSAN. Wi ch was bringing calling cards
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into the equation, and. W focused a |ot on debit card
| think because of the challenges associated with it.
Calling card we see as again sonething that was all owed
for in the 1996 Act, and what we were hoping for is that
under the spirit of what the FTCis to do, whichis to
promul gate rules that are substantially simlar, that
we'll develop a set of substantially simlar dispute
rules as it relates to debit cards, calling cards and so
forth and so on.

Agai n our proposal is to sinply set the floor of
the TDDRA rules and to the extent there's a higher |evel
of dispute resol ution.

M5. HARRINGTON: |'mgoing to nove us. Tony,
you have the |last word on this, and then we're going to
nove on to the next one.

MR. TANZI: Tony Tanzi, ACUTA. Just a caution,
calling cards are usually issued against a tel ephone
nunber. Calling cards are usually issued against a
t el ephone nunber, and this creates sone uni que probl ens
if the subscriber does not give express provision or
perm ssion for use of that nunber, and in the college
and university world, it's not the student. It's the
college or University that needs to give the
perm ssi on.

M5. HARRI NGTON: Let's nmove on to the next
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guestion, which is: Wat if prior to submtting charges
to a calling card, debit card or simlar device the
vendor were required to deliver a witten confirmation
of the transaction simlar to the one specified by the
Commi ssion's telemarketing sales rule to the address to
which the billing statements will be sent?

Assuming that this is a desirable requirenent,
that's an assunption for the purposes of discussion
here, what information would that kind of an agreenent
i nclude? Any discussion on this point? You're not a
di scussant, Adam

Tony, did you want to discuss this?

MR. TANZI: | apologize. 1'msorry.

M5. HARRINGTON: Richard, did you want to
di scuss this?

MR. BARTEL: I'll just repeat what | said
before. | think there has to be a distinction made
bet ween any transaction in which the noney is already
not available to the consuner versus a situation where
there's a contract to pay the noney in the future.

M5. HAGAN: Debbie Hagan. W just don't want to
see it happen, so | don't really want to di scuss anot her
opti on.

M5. HARRI NGTON: That's useful to know. We're

| ooki ng, and I'mtaking the deafening silence as sone
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i ndication of lack of interest in this option,
di scussants. Peter?

MR. BRENNAN: Peter Brennan, |I'msorry. 1In a
calling card situation, it's typically not the case in
terms of a piece of mail that would go out |ater,
typically not the case that a vendor woul d have the nane
and address to send notice. | know we'll be having
di scussion | ater about the need for vendors to be
provi ded with BNA.

M5. HARRI NGTON.  Adanf

MR COHN. This is a question for people who are
interested in the negative option discussion that we had
earlier. This sounds simlar to that. Wuld a negative
option type approach be sonething that would be workabl e
for a debit card or calling card scenario, and if a
negative option isn't workable, maybe this is some way
to get at what TSI A has suggested, which is an
al ternative nethod of dispute resolution for people who
use these cards.

M5. HARRI NGTON: Al be?

MR. ANGEL: Albert Angel, Billing Reform Task
Force. | would like to perhaps explain why you m ght be
hearing a little bit of a deafening silence on this
i ssue.

| think it results fromthe fact that by and
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| arge the expert participants here are not famliar with
what you' ve proposed in the context of the tel emarketing
sales rule, and the service bureaus operating the 900
area want to remain capable of offering billing
alternatives such as check debit to their custoners
particularly in those instances where 900 billing is no
| onger offered.

But the exact particulars of what it is that's
been proposed there has never really been enunerated in
the context of the rulemaking. This handout was issued
two days ago, and | would think -- speaking for nyself
I"'munfamliar with what is being proposed.

M5. HARRI NGTON: That's a very fair point.

Thank you. Gary, did you -- is your post-it up?

Well, the remai ning question here is: \Wat
cards should be permtted and why, that is permtted for
billing in the presubscription arrangenent or
situation?

Wbul d anyone |i ke to add anything on that
question? |If not, Richard Bartel ?

MR. BARTEL: | don't know if this is the case,
but | think that people are assum ng that what a calling
card is is a billing nmechanismthat is engaged in by a
carrier, whether it be an interexchange carrier or a

| ocal exchange carrier. |If it's not that, then | don't
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see the distinction between a calling card and any ot her
direct, but it would be a piece of paper in the mail or
a billing aggregator so |I'massum ng that there are sone
protections with respect to carriers that exist that my
mtigate any concern.

MS. HARRI NGTON. Post-it. Debbie?

M5. HAGAN: Debbie Hagan. The only trouble with
that that we've seen in calling card cases which we've
litigated is a provider providers the calling card and
contracts with an underlying carrier for the
transaction, so you m ght not necessarily have the
benefit of a carrier or the billing process of a
carrier.

So calling cards don't necessarily all work that
way .

M5. HARRI NGTON: Adam a question?

MR. COHN: Earlier Tony nade a comment and the
comment that Debbie just nade now regarding calling
cards, the calling cards are issued by reference to
ANl . | know we've seen cases in the past with instant
calling cards. Does anyone have questions or coments
or suggestions about dealing with the problem of instant
calling card or distribution calling cards by the
provi der who is providing underlying audi otext services?

M5. HARRI NGTON: Gary, answer?
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MR. PASSAN: | think in sort of -- sort of
comng back to the initial reiteration of our concept
here, | think we do need to distinguish between calling
cards that are generated by MCl and a calling card
that's generated by soneone el se, and --

M5. HARRI NGTON:  Someone who has not been heard
of before for exanple?

MR. PASSAN. Maybe has never been heard of or
maybe in the wong way, but | think our proposal is that
this really closes a hole rather than opens one, and
what it really says is that to the extent there is a
val i dat abl e, contractual relationship between a consuner
and say MClI, and MCl is prepared to all ow audi ot ext
transaction to be billed on the calling card, it should
be allowed as long as there is a m ninumfl oor of
di spute resolution rules consistent with 308.

To the extent that MCl chooses to offer a higher
| evel of standards, then we think the consunmer shoul d be
allowed to receive that. | think that closes a hole
because what it does is it says that should XYZ conpany
create their own instant calling card, which | think is
the concern, that they would then have to not be held to
the rule and if they're not neeting these rules, they
woul d have to provide at |east the tel econmunications

308 rule -- dispute rules.
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They could carry it to a higher level if it was
a good business thing to do.

M5. HARRI NGTON: Okay. It's tinme for our
break. W're going to do two things as soon as we
resune. First, Mrianne has a follow up question which
she would i ke to ask on that point so everyone keep
what Gary said in mnd

Second, | think that we have fairly well
exhausted the questions that are on both the handout and
t he agenda here, but what | would liked to know is
whet her any of you want to say anything else on the
presubscri ption agreenent issue before we nove on to
billing notices of rights and obligations, which is the
noon topic.

It would be a good thing if we could nove al ong
ahead of schedule. | don't want to discourage that, but
| want to make sure that people who have sonething to
say on presubscription agreenent who are at the table
get a chance to add whatever el se they wi sh to add.

Now, |'ve cut us three mnutes into our break
time, so we will resune at 10:50, and | want to commend
everyone for doing such a good job at discussing and
guestioning. Thank you.

(A brief recess was taken.)

MS5. HARRI NGTON: We have a couple of wap up
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coments, clarifying coments, questions, on the
presubscri ption agreenent issue, and then we're going to
nmove right along, so first David Matson had a comment
that he wanted to nmake for the record.

MR. MATSON: Yes, David Matson.

MS. HARRI NGTON: David, could you use a
m cr ophone, pl ease?

MR, MATSON: Sure. I'Ill just try to speak
| ouder.

M5. HARRI NGTON: Someone said it's wireless so
it"s inferior, is that it? David Matson from Spri nt
will --

MR. MATSON: | did want to nmake one comrent with
respect to sonme statenents nade earlier fromthe Florida
Publ ic Conmm ssion. They had indicated that the | ocal
t el ephone conpani es have PI N databases that we coul d use
for third-party billing.

At least with respect to Sprint Local and
particularly in Florida, we do not have a PIN dat abase
that we could use for third-party. Wat we do is have
specific custoner codes that we really don't share with
third parties, and really w thout that information,
third parties would really have no opportunity to use
that as an identifying PIN

So | just wanted to clarify that one point.
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Thanks.

M5. HARRI NGTON: Thank you, David. Mark
Hertzendorf, had you one | ast question here.

MR, HERTZENDORF: W didn't really have nmuch
di scussi on about who shoul d be allowed to establish a
presubscri ption agreenent, excuse ne. | imagine that
nost of the consunmer groups woul d believe that only the
i ne subscriber should be allowed to establish a
presubscription agreenent, while many of the industry
will probably think that any adult in the household
shoul d be allowed to establish a presubscription
agr eenent .

Are there any deviations fromthis assunption,
and does anyone want to add anything to their witten
comments on this topic? Peter briefly touched on this
earlier | think.

M5. HARRI NGTON:  Anything in response to Mark's
question? Richard Bartel? Susan, | can't tell whether
you are responding to Mark.

M5. GRANT: Yes.

M5. HARRI NGTON: We'l|l have Richard and then
Mark -- I'msorry, R chard and then Susan.

MR. BARTEL: | don't know -- yes, it's working.
| don't think there was any presunption that

presubscription agreenent only applied to a tel ephone
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subscri ber. | never have seen such a presunption

al t hough presubscription agreenent is required for
certain types of bills to be put on a tel ephone bill,

but the concept of presubscription agreenent is an issue
in contract and should be available to affinity groups
i ke the AARP.

Their nmenbers coul d have a presubscription
agreenent as part of their menbership where there's
explicitly agreenent of sonme sort, where they could be
billed separately but because | note fromthe FCC s
poi nt of view, presubscription agreenent relates to
whet her or not pay-per-call can be interstate or
i ntrastate.

| don't think there's such thing as interstate
pay-per-call outside of the 900 area code unless you
have a presubscription agreenent.

M5. HARRI NGTON: Susan Grant ?

M5. GRANT: | actually don't have anything to
add to that.

M5. HARRI NGTON:  Tony?

MR. TANZI: Just a quick follow up to make sure
for the record that regarding the calling card, we want
to make sure that the intent is that the tel ephone
nunber -- the tel ephone nunber is not a billing

mechani smfor the calling card or the presubscription
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We asked for a witten -- we asked for a witten
subscri ption.

This woul d avoid the confusion of the user
thinking that in good faith they're giving a tel ephone
nunber, and they intend to pay the bill, and the actual
owner of the line ends up wth the charge rather than
the user of the Iine.

M5. HARRI NGTON: Al bert?

MR. ANGEL: Albert Angel, Billing Reform Task
Force. Wth regard to unique issuance of a PIN to an
i ndi vi dual other than the billed party, the Billing
Ref orm Task Force's position is that while the proposa
is anbitious, it's not workable.

In many of the transactions that occurred in
audi otext arena, there is a certain degree of anonymty,
and there is a certain degree of not know ng who's on
the other end of the |ine.

Ordinarily accepted transactions involving
i ndividuals in the household should extend to that class
of people for which billings should occur. Now, [|'lI
gi ve you an exanpl e.

A presubscription arrangenent with an
I nt erexchange carrier that wi shes to offer prem um
services as part of their presubscription arrangenent,

it could be, for exanple, Sprint desires to add weat her
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information, and the terns of the presubscription
arrangenment have already been worked out in the contract
for | ong distance services.

They may want to offer a special dialing
capability and charge a slight premumfor doing so. In
t hat context, anyone who uses the phone in the househol d
creates a charge that is properly collectible by the
i nt erexchange carrier.

There woul d be slight variations of that for
i nformation providers operating under the same schene,
so | think the |local exchange carriers in addition are
concerned that making it specific to the individual
i gnores whol e areas of contract |aw that confirmthat
t he person who has responsibility for the household and
is the billed party takes responsibility for everyone in
t hat househol d who's using the phone.

MS5. HARRI NGTON:  Marianne had a follow up
guesti on.

M5. SCHWANKE: Mari anne Schwanke for the FTC.
This, Gary, goes back to your suggestion that certain
kinds of credit cards, calling cards and ot her paynent
mechani snms be permtted as a basis for presubscription
agreenent if certain dispute resolution requirenents are
required.

Then do you envision kind of a dual set of
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regul ations for -- | mean, under the current proposal
and under the current pool, if you forma valid
presubscription agreenent, it takes you out of the rule,
and therefore there are no dispute resolution of rule
capti ons.

So if you formed a presubscription agreenent
using a calling card, for instance, how would you bring
that back within a dispute resolution process if by
formng a valid presubscription you' re taking it out of
the rul e?

MR. PASSAN. Gary Passan. | think our thought
on that is this: That the 1996 Act basically said, Hey,
these are things that are valid ways to provide
audi ot ext services, that prepaid calling cards or
prepaid debit cards, prepaid cards and calling cards
shoul d be reasonably all owed.

In the spirit of what the FTC is authorized to
do, which as we understand is devel op rules and
regul ati ons of the behavior of persons utilizing
t el ecommuni cations services in this particul ar area,
that it's reasonable that you have the authority to
establish another class which is these three or four
items, and in that class as we suggested, set up nore of
the sanme resol uti on nethodol ogi es that exist for 900 and

ot her tel ephone-billed transactions, thereby sinplifying
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the rules so at least it's a consistent set of rules and
offering that if there's a higher standard which is what
VI SA and MasterCard are doing as it relates specifically
to debit card, that the consunmer would benefit fromthe
hi gher standard.

So | think we think it's still consistent with
what you guys have on the table and the authority to
do.

M5. HARRI NGTON:  Tony?

MR. TANZI: Tony Tanzi from ACUTA. Just a quick
followup to this gentleman's point, Al bert's point. 1In
the coll ege situation, you have unrel ated persons |iving
in a single domcile, and they're not there because they
choose to do so, so went to caution you that giving
bl anket authorization vis-a-vis the nethod he subscri bes
to could create problens for the person who was
desi gnated as responsible for a telephone line and its
use in the dormtory environnent.

M5. HARRI NGTON: Adam has a follow up question
and then Al bert.

MR COHN: Gary, this is a question about the
schene you' ve nentioned and al so the comments about
creating floors of the presubscription protection, and
if the card had a different |evel that was higher, you

woul d need not conply with the rul es because of the
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si tuation.
VWhat if in the prepaid situation or calling card

situation there weren't such other |aw providing dispute

resolution or VISA or MasterCard, regulation C? | guess
I"'mstill very confused about how your proposal woul d
work. |If someone placed a call with a calling card, had

a charge on their calling card that they wanted to
di spute, who would they contact to dispute that? That's
t he concept | am wondering about.

MR. PASSAN. Let me try another way around that
then. The concept is that these are third-party billing
met hodol ogi es that are different than VI SA MasterCard
obvi ously as you noticed, and they're different than 900
nunbers or a presub relationship which is a relationship
specifically with a vendor or service bureau.

Those relationships | think we all understand
how t hey kind of work because there's real ns where they
can inplenent the rules. Wat | think our proposal is
that to the extent that as an industry we're able to
contract wwth a provider of a calling card, take M
and MCl says, W will provide at least this set of
di spute resolution rules or in fact we have a higher
standard, here's our standard industry, and we're able
to be sufficiently confortable that that's nmet, then we

woul d have the ability under the rules to take those
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cards.

I f we would not be able to take cards that did
not nmeet those rules, then I think we would be not in
conpliance wwth the rules, so | think what we're saying
to the extent the opportunity is out there, let us
utilize it. To the extent it's not out there, then we
sinply won't be able to use it.

MR COHN: Is that something -- the rule
currently says the card has to be subject to these
di spute resolution rights -- the current proposal says
that the card has to be subject to the Truth-in-Lending
Fair Credit Billing Act. Are you suggesting that if it
said sonething |like subject to or the card operator
voluntarily conplies with Fair Credit Billing Act and
Trut h-in-Lending for purposes of these charges, is that
what you're getting at?

MR. PASSAN: | woul d probably take the half, the
other half of that side which is that -- take a calling
card as an exanple or a debit card, that the industry
woul d accept the debit card if there is in place a
di spute resolution nethod which is at |east as good as
t he tel econmuni cations or better, and that -- and that
if it does not, we would not take those specific billing
met hodol ogi es.

M5. HARRI NGTON: Okay. Janes Bolin?
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MR BOLIN. JimBolin, AT&T. | would like to
address M. Tanzi's comments in particular and the issue
of who it is that needs to enter into a presubscription
agreenent to obtain a PIN. | would |ike to express that
graduators |i ke colleges and hotels are special cases.
They have unique problens. To nmake general rules based
on that special case could lead to a | ot of inconvenient
situations for consumers.

For exanple in ny household the tel ephone bil
happens to be in ny nane. MW wfe is also |listed under
the listing. She has a different |ast nane than | do,
but the tel ephone bill cones in ny nane and | amlegally
responsible for it.

The Comm ssion's adopted or proposed to adopt a
very broad definition of tel ephone-billed purchase.

That means for instance that if we do reach what we're
hoping for in the industry in which cable tel evision,

tel ephone, Internet, wireless are all billed on the sane
bill, for instance, if ny wwfe wanted to order a

pay- per-view novi e through a cabl e operator, she
potentially couldn't do it because she's not nme and her
name is not on the bill.

There are adult menbers of househol ds who want
to be able to contract for services and should be able

to contract for services, so the rule needs to be
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fl exi ble enough to allow that to continue to happen.
In the sanme vein, | would also like to rem nd

t he Comm ssion, although it may seemunfair at tines,

the lawis that if you have a house guest in your hone

for the weekend who has to make six hours worth of calls

to an international institution, I'mnot tal king about
pay-per-call, you're responsible for those | ong distance
bills.

| f you are an individual living in an apartnent

with several other adults and you make a | ot of calls
and skip town, if your nane is on the bill you're
responsible by tariff, by virtue of federal |aw, for
t hose | ong di stance char ges.

And again while aggregators are a special case
and those cases need to be taken account of | don't
think we want to nmake rules that prevent the ability of
adults to enter into contracts or that are treating
pay-per-call services and other tel ephone-billed
purchases which are entirely out of sync with the
t el ecommuni cati ons char ges.

M5. HARRI NGTON: Al bert and then Ri chard.

MR. ANGEL: Albert Angel, Billing Reform Task
Force. M. Bolin articulated precisely ny point. The
Billing Reform Task Force is conpletely in agreenent

wi th that point.
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M5. HARRI NGTON:  Tony? |I'msorry, Richard, |'m
going to get to you, but we have a little bit of
di scussi on goi ng on down here.

MR. TANZI: | don't disagree with what Janmes has
said. The question is, Wi is responsible for the
bill. That's the question. |In the case of colleges and
Universities and | arge busi nesses, the user usually is
not responsible for the bill.

The billing entity which is the University is
responsi ble for the bill and therein lies the problem
The student who in good faith thinks he or she is
signing up for a service that is contracted directly to
them we end up receiving the bill rather than the
person if ANl or a billing nunber is used for that good
or servi ce.

That's the only caution that we're bringing to
the table with calling card use.

M5. HARRI NGTON. Al bert, and then | prom se
Ri chard, you'll be the next one.

MR. ANGEL: Albert Angel, Billing Reform Task
Force. The point that Tony makes is exactly right, but
the party that's in the best position to correct that
dynamic is the University through very clear
t echnol ogi cal and contractual solutions with the dorm

room st udents.
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Now, that's not to say there aren't scamartists
t hat take advantage using sonewhat |ike presubscription
agreenents, but to invert the preponderance of
househol ds where there's famly using a phone and
wanting to get into all sorts of services that can be
anticipated in the future in greater nunbers |ike cable
service, like Internet access, like voice mail or
enhanced services, it would set us all back.

So there really has to be responsibility at the
househol d |l evel s, and then the University's going to
take responsibility individually for policing and
enforcing contractual terns, vis-a-vis dorm students.

M5. HARRI NGTON: Richard Bartel

MR, BARTEL: Yes, | would like to repeat the
previ ous comment that | don't think there's any
presunption that's been rai sed anywhere that a
presubscri ption agreenent necessarily nmeans that the
liable party is the tel ephone subscriber fromwhich the
call came from

| think contracts can be nmade between those
parties that are capable of meking contracts where
there's a problem here is this calling card issue and
the debit issues and that is where the noney has al ready
gone.

The subscri ber, consuner, the noney is already
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gone, and then there's no dispute resolution process in
pl ace outside of the dispute resolution process
context. The word calling card to nost peopl e neans
that 1'mpaying for a call, and nost people believe that
a call neans transporting, so if a calling card is used,
it probably should be called sonething el se other than
just a calling card, maybe sone sort of pay-per-cal
debit card or sonething along that |ine, because prepaid
calling cards and in fact interexchange carriers have
not gotten -- and then you have LECs getting into the
i nformati on service probably February of next year.
That's when their five year prohibition expires,
so | think this issue of presubscription is not a
presunption that it is the tel ephone subscriber who's
i abl e, and maybe there should be a regul ation
explicitly saying that that presunption does not exist.
M5. HARRI NGTON: Okay. Adam has a questi on.
MR. COHN:. Adam Cohn. | had a question for
AT&T. You nentioned earlier that perhaps it isn't right
to restrict presubscription agreenents to the person who
is the subscriber, but if a presubscription agreenent is
a contract, how can it be justified to bill the
subscriber to the Iine based on the contract nade with
t he person who is perhaps soneone living in the

househol d or --
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M5. HARRI NGTON: Lack privity.

MR. COHN: It goes against the basic principles
of contract.

MR BOLIN. JimBolin, AT&T. | think that's a
reasonabl e question. One answer | saw suggested in the
comments is that any party that has |egal capability to
bi nd the person whose nanme appears on the phone bill,
has the legal ability to bind the subscriber, can bind
t he subscriber to a presubscription agreenent. That
woul d clearly include imediate fam |y nenbers.

That's probably going to be an intrastate | aw
whet her it would include other adults living in the
househol d.

MR COHN. | don't understand. You say
i medi ate fam |y nmenbers could bind the subscriber to
charges purchased. | don't think that an i nmedi ate
famly menber could bind the subscriber to a purchase
made over the tel ephone.

MR. BOLIN. M understanding of contract lawis
that in nost states a spouse or a child of the age of
consent can bind the parent.

If I may, even beyond that point, again if we
take as our nodel basic tel econmunications, wire line
transport, if someone is in your hone and pl aces

t el ephone calls on your phone line, it's a matter of

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



93

federal |aw under tariffs filed for interchange
transport, you are obligated to pay for those services.

And | think that we risk setting up a rea
di sconnect when anything that is on a tel ephone-billed
purchase is not expressly exenpted as a
t el ecommuni cati ons service i s unavoi dable in that
fashi on.

| think people generally understand that they're
responsi bl e for usages in the hone. | think reasonable
limts need to be placed on that, but | question whether
the public really wants a systemin which consenting
adults living in the sane household can't use a
t el ephone to make purchases, to order audi otext services
unl ess they happen to be the nane on the bill.

M5. HARRI NGTON: Okay. W're going to have Gary
and then a question from Mari anne.

MR. PASSAN. Simlar to Adam s point
additionally. | think also it's the industry
associ ation opinion that presubscription agreenent
arrangenents nmay be provided to anybody, and it may have
nothing to do with the line provider.

A good exanpl e woul d be a presubscription with a
col | ege student, as we were tal king about at a break
where they were billed directly for services they

pur chased where the coll ege has no invol venent ot her
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than the person who owned the tel ephone that the coll ege
student picked up and nade the technical call wth.

So we clearly see the distinction between who
gets billed associated with the |ine subscriber and
whet her or not the subscription is attached to the AN

and whet her or not the subscription is attached to sone

other billing mechanism
M5. HARRI NGTON: Mari anne?
MS. SCHWANKE: Mari anne Schwanke. | wanted to

ask anybody, but | think AT&T suggested in its conment
t hat presubscription agreenents nay bring in to its
unbrella the services that weren't maybe initially
intended to be brought into that.

We sort of focused on audi otext services, but
are there other kind of services access to which would
be provided via 800 nunber in which charges associ ated
t hat woul d be brought under this theme that either are
not currently being offered or m ght be sooner or |ater
that we haven't focused on?

MR, BOLIN. JimBolin, AT&T. | think there are
a world of services that could be touched on.

M5. HARRI NGTON: By presubscription agreenent,
we' re tal king about --

MR. BOLIN.  Under the current rule.

M5. SCHWANKE: Just that are being offered, that
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t he charging nechanismis that you call the 800 nunber
and receive a charge for whatever?

MR. BOLIN:. A charge to a tel ephone bill.

M5. HARRI NGTON:  Presubscription agreenent isn't
limted as Gary has pointed out repeatedly only to
charges that appear to itens purchased for charges that
appear on your tel ephone nunber.

MR. BOLIN  For presubscription, for 800
calling? I'mtrying to get clear on what's being
asked.

M5. SCHWANKE: Well, really what I'masking is
not about the requirenents but about the types of
products and services that m ght be offered and the
mechani sm for purchasing themis you call an 800 nunber,
and the result is you get a charge either to your
t el ephone bill or sone other nechani sm

MR. BOLIN. That's what I'mtrying to clarify.
Are we tal king charges to tel ephone bills or charges --

M5. SCHWANKE: Why don't we focus on tel ephone
bills. Probably the nost conmon exanple today is
internet access. ACL got in trouble -- | think now nost
I nternet access providers are conplying with an 800
nunber. They're charging a fee for that, and they have
to enter into a witten presubscription agreenment of

sone ki nd.
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There are services I'mnot sure on the market or
in devel opnent but |I'm aware of services that would
allow things like dialing an 800 nunber that could
access your E mail and read your E mail over the
t el ephone so you can access it on the road.

There are forwarding systens like that for E
mai | and voice mail systens, |'m blanking on others, but
there are a nunber of things in devel opnment that 800
nunbers would be a way to access to all ow consuners
wherever that may be in the United States to dial in to
a central location to access information of whatever
kind wi t hout making the actual call but in many cases
there will be a nonthly fee attached, Internet per cal
and ot hers subscription fee of $20 for an 800 nunber
nmessage retrieval

Those ki nd of services | think have the
potential to be very useful to consuners, subject to
t hem bei ng confident that when they called the charges
wi |l occur, they need to be confident 800 nunbers are
toll-free unless they have entered into the agreenents
and agree with those kind of protections, but | think
that consuners in general do not have a wsh to be
prevented fromentering into contracts through which
they can get these kind of services unless they're the

name on the tel ephone bill.
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M5. HARRI NGTON:  Cynt hi a?

M5. MLLER Cindy MIler, Florida Public
Service Conm ssion. Sone points earlier made, in our
slanm ng rules we had a | ot of controversy over who
could be the authorized person to switch the carrier,
and | believe we ended up, the person who's billed or

any other adult 18 or older residing in the househol d,

believe that's how it ended up, which the conpanies did

agree to.

Al so on the dormroons and calling aggregators,
it seens |ike you could carve out separate exceptions
for those entities in your rule.

M5. HARRI NGTON: Thank you. Peter?

MR. BRENNAN: Peter Brennan from TPI. | want ed

to contest a remark that was nmade by M. Bartel
earlier. Calling cards are used for information in
addition to just transm ssion, directory services.
Calling cards are used on a pronotional basis as well.

One that conmes to mnd was a pronotion for a
Br oadway show where you had the | ogo How to Succeed in
Business. This is part of the show, here are the
tickets, that is a device that is conparabl e use.

M5. HARRI NGTON:  Tony?

MR TANZI: Just a quick point. W agree with

Gary's statenent and have no problemw th

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



98

presubscription for calling tinmes other than those
billed to a tel ephone nunber, and we got into speci al
class of services. | need to rem nd everyone that there
are over 60 mllion non residential lines assigned to

| ar ge busi nesses, governnments, hospitals, that all face
the same problem the agency requesting these types of
services, | don't knowif this has been di scussed.

| haven't heard anything about this, but the age
of subscriber be checked. Most college freshman fal
into the 17 year old category.

M5. HARRINGTON: All right. Richard and Susan,
and then we're going to nove on.

MR. BARTEL: In response to the calling card, |
wasn't saying there wasn't such a use fromthe consuner
perspective but the use may cause problens for the state
because the word "calling" doesn't necessarily nean
i nformation services.

Secondly, there was a comment made about tariffs
being the law. A tariff is not really alaw It's
sinply a notice filing by a carrier that says, This is
what we're going to do in the use of the contract terns
that we plan to enter into with the subscriber, and that
rai ses an issue as to whether the carriers are going to
take the position that just because they have sonething

intheir tariff that says that, |I'mbuying this basic
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service or whatever service and that this therefore
constitutes as presubscription agreenent.

That nay be problematic because you're going to
see a lot of carriers entering the services business
starting next February.

The last itemis having to do with charges and
purchases. There is a grow ng use of charging on the
phone bill or buying sonething rather than just
information service, and that may rai se the anount of
probl emati ¢ charges because those are going to exceed
the normal $30 area where these charge backs really
start kicking up.

M5. HARRI NGTON: Susan Grant ?

M5. GRANT: Susan Grant, National Consuners
League. Doesn't this all go back to the issue though of
verifying that people have made presubscriptions to
begin wwth and that's the basis on which the calls are
going to be charged?

If the call is going to be charged to the
t el ephone nunber and there's a PIN nunber that has been
i ssued in such a way that you know that the person who's
responsi ble for that line has that PIN nunber and
control over it, if they choose to give that nunber to a
famly menber in order to access those services as well,

then | think that they're rightfully responsible to pay
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t he charges.

And simlarly if a credit card is used, if you
give your credit card to sonebody el se, then you should
be responsi bl e unless you' re saying that sonmehow
sonebody stole your credit card and that's unauthorized
use.

So I"'mwondering if there's sone way with the
coll ege situation where if there was going to be a PIN
nunber, for instance, as part of the scenario, could it
be recogni zed that in fact that would go through the
University, that the University would get that PIN
nunber and you woul d have anot her responsibility between
you and your student for making sure that they pay you
back, or if you want to adopt a policy where in fact the
col l ege just does not authorize making these kind of
calls and using these kind of services at all,
woul dn't be obtaining a PIN nunber to begin with in
order for the whole thing to start rolling.

MR. TANZI: May | respond to that?

M5. HARRI NGTON: Yes, and then we're going to
nove on, |last word on this.

MR. TANZI: No problem

M5. HARRI NGTON:  Tony, would you identify
yoursel f?

MR. TANZI: Tony Tanzi from ACUTA. No probl em
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with the second part of that. The first part of that is
hi ghly problematic, highly transitory group of people.
The adm ni stration of 18 or 20,000 of these nunbers that
turn over every eight and a half nonths is just

uni magi nable. Qur preference is to say, no.

If you want to use these types of services, we
have no problemwith it as long as it's direct billed,
and we're not involved at all.

M5. HARRI NGTON:  No. Thank you very much. |
think that we have greatly supplenmented the record from
the witten comments on these issues, and | want to
t hank everyone for the very high quality of their
participation thus far.

Now, we are noving to the billing notices of
rights and obligations matter. The first issue is an
i ssue about frequency, and this is not really an issue
that received nuch coment nor is it very controversial,
but we wanted to at |east provide an opportunity for
di scussion of it.

And before we get into it, I'mwondering if |
could just see a show of hands around the table as to
whet her anyone wants to tal k about this issue of the
frequency with which the billing rights notices should
be distributed. 1|s there anyone that wanted to say

anyt hi ng?
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Ckay, three people did. Here's what we're going
to do. The second issue which goes to the content of
the notice is an issue on which there has been nore
coment, and we have a suppl enental handout, handout B,
whi ch is the handout that we had intended to use for
this part of the discussion. The Billing Reform Task
Force during the break distributed this called Billing
Ref orm Task Force Suppl enent to FTC Handout B.

VWhat | would like to ask of the participants is
for all you to remain in your places and read if you
haven't had a chance to the handout fromthe Billing
Ref orm Task Force that was distributed during the break,
and when we are done with our reading time, I'magoing to
cone to those three people who wanted to say sonething
about frequency and ask you to nmake your frequency
comments quickly so that we can get right into the issue
of content because | think that that is the nore
controversial or substantive issue here.

So anyone who | eaves their place is excluded
fromthe discussion so stay in your place and read the
handout, pl ease.

(Pause in the proceedings.).

M5. HARRINGTON: If it's all right with the

participants, are we ready now to proceed and have a

very brief discussion on frequency? W read your
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comments. We know that the LECs don't |ike what we've
proposed, and so | would ask that you not restate the
comments, but add any additional thoughts that people
may have

Li nda, you were one of those. Do you have
anything in addition to your vehenment opposition to what
we have proposed?

M5. YOHE: I'Ill pass for right now

MS5. HARRI NGTON:. (Okay. Susan, did you have
anything to add to your comrent on this issue?

M5. GRANT: | don't renenber what | said. Let
me just --

M5. HARRI NGTON:  Brilliant.

M5. GRANT: -- take this opportunity to say what
| want to say now, which is the value of having the
billing notice at all is that it's on the bill with the
charges in question, so sending it annually or sonething
| ess than the frequency with which the bill itself is
sent is not valuable to consuners.

M5. HARRI NGTON:  So you woul d al so then say |
guess in response to the |ast question where we asked if
there's a viable alternative to including this
information on the bill such as a toll-free nunber or
abbrevi ated di scl osures or disclosure in tel ephone

directories, is your answer to that question no?
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M5. GRANT: Not exactly. If you |look at the
Consuner Billing Notice that is in the handout B 2, this
is the --

M5. HARRINGTON: This is the Billing Reform Task
Force handout B?

M5. GRANT: Yes. | think there's sonmething to
be said for having a succinct notice |ike this that
gi ves consuners the ability to call a nunber for nore
information, so I'mnot opposed to that idea. |[|'m not
interested in loading the bill up with people having to
read anynore than they really need to know at that
point, to know what to do next.

M5. HARRI NGTON: Thank you. Albert, you wanted
to say sonmething? Did you want to say sonething on
frequency or get to your suppl enental handout or both?

MR. ANGEL: Bot h.

MS. HARRI NGTON:  Bot h.

MR. ANGEL: Albert Angel, Billing Reform Task
Force. First by way of explanation, what we've set out
to do here is just a continuation to what we started in
the '97 round table, and you'll recall that there was
essentially a lot of tine devoted to trying to develop a
consensus provision that could prevent -- could provide
a safe harbor for |ocal exchange carriers and common

carriers, long distance carriers and information
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providers to use that sets forth clearly and declaratory
the basic rights and obligations.

And we think that sort of thing is hel pful.
Now, there's been novenent on this issue as a result of
t he expandi ng nunber of things that could be billed on
t he tel ephone bill.

At a mnimal level we would |like to preserve
that which is accessed by 900 and billed on the
tel ephone bill as sonmething that we address
specifically, but with regard to the frequency issue,
the Billing Reform Task Force is in agreenent with the
FTC s proposals and are very much in line with consuner
groups' expressed interest that each tinme a non

communi cation service, a non deniable charge or an

enhanced service type of billing occurs on the tel ephone
bill that there be a notice and disclosure on that
bill.

We think it's appropriate in addition to that
for local exchange carriers and billers to have annual
notices or any other disclosures, whether in the
t el ephone book or otherw se, that perhaps are nore
| engt hy, but we consider what we've put forward as best
can be acconplished an abbrevi ated set that includes al
of the requirenents of the FCC as well as the Federal

Trade Conm ssion, and we throw in a couple words here
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and there to make it work.

But that's really what we're offering up here is
sonething for people to look at, to trace through very
specifically with the FCC requirenents, the Federal
Trade Conm ssion requirenents and then adopt that as a
safe harbor that gets utilized wdely through the
i ndustry as a conplete articulation of rights and
obl i gati ons.

M5. HARRI NGTON: Okay. W're going to hear from
Li nda and Peter and then R chard Bartel, and let ne
throwout a little incentive here, and that is that if
we can conplete this discussion by noon, we can have an
addi tional half hour for lunch, but if we need to
conti nue di scussion beyond noon, we will, until our
pl anned break tinme which is 12: 30.

So I"'mnot trying to cut off the conversation,
but I want you to know that if we do end at noon, you'l
have tinme for two taco salads up at M. Mng's, and |
don't know why | offer those comments al ways before
call on you, Linda, because |I think that your
contributions are really nuch appreciated so thank you.
Li nda?

M5. YOHE: Thank you. Linda Yohe, SBC.
Unfortunately we' ve been given a short tinme to | ook at

the notice in front of us, but certainly one of the
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things that concerns the LECs as a billing agent is the
requi renents that are being placed on LECs for
third-party services, and that certainly the third-party
service provider is the one that should have the
obligations to informa customer of what their rights
are and di scl osures.

We believe the annual notice is working. W
think that |engthy disclosures, some of which relates to
di scl osures that should take place in the marketing end
of the services aren't necessarily appropriate for the
tel ephone bill in every nonth, in every circle of the
bill, that those should be nade in different ways.

We certainly have -- we have inquiry nunbers,
custoner inquiry nunbers that are on the bill so that
custoners can contact either the tel ephone conpany
and/ or the service provider or the person responsible
for the inquiry service, for the service provider that
they can do a quick resolution on disputes.

Certainly information is on the record with the
FCC on truth and billing that consunmers want sinpler
bills. They do not want a ot clutter. The nore pages,
the less likely they are to read the bills, and that's a
concern in creating notice requirenents, extended notice
requi renents | guess and placing that obligation on the

LEC as opposed to naking that an obligation of the
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service provider who can send that notice to the
consuners in other ways besides the tel ephone bill.

M5. HARRI NGTON: Thank you, Linda. Richard?
|"msorry, | said |l was going to call on Peter next, but
|"mgoing to call on Richard.

MR. BARTEL: | had two questions here. [|'m
assum ng that these billing rights and obligations and
notice rights and obligations are applied to debit and
prepaid i nformati on services kinds of things where the
nmoney i s al ready gone to the consuner, and |'m assum ng
that the point at which this notice is given is when the
debit card issued to the prepaid card is issued.

And secondly what's going to happen when the
LECs enter the information services business next year?
Are they going to be able to give this notice in their
tariff filings where ISPs who can't file tariffs won't
be able to do that?

M5. HARRINGTON: Let ne clarify. W're now

tal ki ng about pay-per-call, not only presubscription
billings, so sone of your assunptions would not be true,
Ri char d.

MR. BARTEL: |I'mtal ki ng about pay-per-cal

of fered by LECs starting next year.
M5. HARRI NGTON. Does anyone understand? Huddl e
up here, FTC staff. One of the great things about
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havi ng these workshops is that we | earn so nmuch because
none of us know quite what you're tal king about, and |'m
not sure that we want to. To sort of go off track,
we're going to go back and whi sper to our coll eagues
fromthe FTC about this, and we may call on you again
for further discussion on that particularly --

MR. BARTEL: |I'm assum ng everyone knows the
LECs will be able to enter the infornmation pay-per-cal
starting next February 8.

M5. HARRI NGTON: Peter and then Davi d?

MR. BRENNAN. Peter Brennan from TPl group. You
kind of outlined two situations, and | think that's what
has got us confused. 1In the case of what we were
tal king about earlier in the presubscription
arrangenment, this doesn't apply. This applies to the
pay-per-call, but one of the comments that | was goi ng
to make is when it cones to pass, as it wll, that LECs
offer the sane or virtually the sane services in a
pay-per-call environment, we certainly would expect that
t hey woul d be hel pful -- that there would be a | evel
playing field so | think that addresses it.

| had a couple of points. The billing notice
provi si ons have been one of the outstanding successes of
this reginme of rules and regul ations, and one of the

great areas in which the industry and regul ators and
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really all the players have contri buted.

VWhat we're tal king about here is really a tw g
and if you look at the -- if you | ook at the comments
that the BRTF has put forward, the |anguage the BRTF
seeks to include is fairly nodest certainly in
conparison to what this Comm ssion and the FCC has
required, again | think taking in the spirit of the
rul e.

As a ground rule we nmust understand that it's
common know edge and consuners -- it's commonly accepted
that 900 nunbers conme with a charge. 900 nunbers have
been in the marketplace for 20 years, approximtely 20
years. A generation has grown up with 900 nunbers and
under st ands that 900 nunbers have becone part of our
cul tural I exicon.

You'l |l find themreferred to in television shows
and in novies. This isn't a situation where it's a new
service. Furthernore, the preanbl es and adverti senent
requi renents remain in place so the consuner has that
additional protection. As well the consuners has heard
it, and by the tinme they get this notice, which we don't
object to -- by the time they get this notice, it's
probably not news to them

So TPl goes farther. In fact | would like to

anend the position that we took in our coments. In our
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coments we supported the task force, and we still
support the task force, that this should be a safe
har bor, but we would like to go further.

We think it should be an absol ute requirenent,
not a safe harbor, that any tinme a 900 nunber cal
appears on a phone bill that this notice should appear,
and to clarify sonething we said earlier, there's the
guestion about whether this should be every nonth.

| don't think there's any proposal that it
shoul d be every nonth. There's a proposal that it
shoul d be annual and there's a proposal that it should
be just in those cases, just in those tines where a 900
nunber call appears on the tel ephone bill.

So | don't think there's a proposal out there.
You're assumng |like we would |ike to assune that
there's a |l ot of repeat custoners, and that's happened,
so then | would Iike to reiterate that we woul d expect
that the Conm ssion would wite the rule in such a way
that there would be a level playing field so that when
the LECs and others offer services, that their services
have the sanme consuner protection.

M5. HARRI NGTON:  Mari anne Schwanke has a
clarifying remark.

M5. SCHWANKE: Regarding M. Bartel's question

about the flexibility to offer information services
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after next February and then instead of putting this
notice on the bill, putting it in a tariff, ny
understanding is since information services and ot her
enhanced services are not tariffed services, it would be
inproper and invalid to put a notice in a tariff related
to a non tariff service.

So | guess the answer would be that they would
not be able to do that. They would al so have to put up
a notice on the bill.

M5. HARRI NGTON: Thank you. David?

MR, MATSON:. That's what | was going to say.

M5. HARRI NGTON: Good, okay. W got it right.
Mar k has a questi on.

MR. HERTZENDORF: Mark Hertzendorf. Does safe
har bor | anguage that includes an adnonition to consuners
about the responsibility to pay legitinmte charges have
the potential to reduce charge backs, and is there any
enpirical evidence on there?

M5. HARRI NGTON:. Do we have any answers to
Mark's question? Gry, | think you |look Iike you have
an answer .

MR. PASSAN: | think the answer is categorically
yes, and it's hard to give you a specific answer, but as
part of preparing for this, | took a |l arge nunber of

consuners that had paid their bills and had not paid
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their bills and got on the phone and called them and
asked them What was your position, what happened, why
were you given a credit, why didn't you pay your bill,
so forth and so on.

And | think one of the things that cane out of
that was that there was sonewhat of a |lack of clear
understanding, and it varied a little bit frompart of
the country to part of the country. Certain LECs put
out nmuch nore detailed notices to their respective
consuners than other ones did.

This we feel froman industry perspective wl|
definitely make a difference in charge backs because it
will apply a level of consistency in the rights and
obl i gations of the consuners across the entire country,
whi ch makes it sinpler for everyone to understand how to
communi cate with the consuners on a regul ar basis.

So | found it definitely will reduce charge
backs, and |'ve found from ny comruni cations that
there's elenents of this docunent that maybe are clear
to us because we've been around a long tine but that
haven't been nade absolutely clear to the consuners, and
| think this would help that.

M5. HARRI NGTON:  Thank you. Al right. W have
Mari anne and Adam wi th questions, and we have Debbie and

Susan with their post-its up, and I'mgoing to ask
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Debbi e and Susan whet her you're noving into the comment
on the proposed alternative fromthe Billing Reform Task
Force or are conmmenting on or junping into this --

fine. Debbie, can we hear fromyou, and | think what
we'll do is take the questions, and ny understanding is
Susan wants to talk about the alternative, so that's
where we'll go.

M5. HAGAN: Debbie Hagan. | just want to make
sure that | understand this correctly because | thought
this was supposed to be all tel ephone-billed purchases
regardl ess of a tel ephone call. Therefore those
i nstances in which our consuners supposedly filled out a
sweepst akes box entry which included their tel ephone
nunber, and then subsequently those charges were billed
on their telephone bill, that's covered.

I s that not correct, that what is happening here
is that the LECs are becom ng a new billing nmechani sm
for all types of purchases and that | think what was
inportant to us is that if you're going to nove to that
point, then it has to be simlar to what the banks do
under the Fair Credit Billing in that consuners have to
know their rights because it's just a new billing
mechani sm and all sorts of things are showi ng up on the
bills and it doesn't necessarily come froma tel ephone

cal l.
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M5. HARRI NGTON: Are you by any chance directing
t hat question at anyone because | see you | ooki ng down
the table, and before we comment, did you want Linda or
Ri chard, or are you | ooking at anyone in particular?

M5. HAGAN: | want to be sure |I'm understanding
the rule correctly, and that's the reason why it's going
in this direction.

M5. HARRI NGTON:  Mari anne?

M5. SCHWANKE: Well, if | understand your
question, the proposal would require billing notices for
all telephone bill purchases, not just 900 and not | ust
pay-per-call, which actually relates directly to ny
gquestion which was going to be: This particular notice
as submtted by the BRTF only nentions 900 nunbers, but
is there any reason why this sane notice could not be
applied nore generally as would be required by the
proposal to all tel ephone-billed purchases?

M5. HARRI NGTON: Al bert?

MR. ANGEL: Albert Angel, Billing Reform Task
Force. W're in agreenent that the FTC proposed rul es
addr esses tel ephone-billed purchases, and we can in fact
as an organi zati on get behind the inclusion of the words
"t el ephone-billed purchases” just after 900 nunbers,
but because there's a whol e subset of issues with regard

to adjunct to basic services as well as the dispute
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resolutions that were applied, we didn't want to be too
pr esunpt uous.

W wanted to step first fromthe standpoint of
what was agreed upon and a consensus position in the '97
wor kshop and then nove to that, and we didn't want to
draw too much fire on tel ephone-billed purchase until we
establish the safe harbor fromthe 900 area.

But the end point is, yes, we would like to see
a consunmer billing notice that's conprehensive and
addresses both, and with the inclusion of three or four
words here, we would have that.

MS5. HARRI NGTON: Adam has a question.

MR. COHN: This is Adam Cohn. It sounds like
there's a tension between what sone of the | ocal
exchange carriers which were saying is that they wanted
nore limted disclosure, maybe an annual billing notice
option, and 900 nunber providers who seemto want a
di scl osure to make sure people know their obligations to
pay for charges that they legitimately did incur.

But yet the rule proposal requires a billing
notice disclosure every single tinme there's a
t el ephone-bill ed purchase of any ki nd.

Is there -- is there maybe room for agreenent
between the parties on sonething along the lines of a

requi renent that every tine there's a pay-per-cal
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charge, there would be a billing notice disclosure but
in other contexts there wouldn't need to be a disclosure
every tine there's a tel ephone-billed purchase?

M5. HARRI NGTON:  Woul d anyone |like to coment on
that, or would you all like to think about that?

MR. BRENNAN. May |7?

M5. HARRI NGTON: Peter?

MR. BRENNAN:. Thank you. Peter Brennan. From
our perspective it kind of depends on what the
di scl osure says. |If the disclosure fails to tell people
that they may be reported to a third-party collection
agency and if it fails to tell themthat -- to
specifically lay out their responsibilities, | suppose
it doesn't nmuch matter to us because that's really the
guts of what's needed here.

| nmean, | was trying to -- rather than
responding to ny question a few mnutes ago | was trying
to remenber in ny mnd if | could come up wth any
categorical evidence, other anecdotal evidence that
people -- that we're confident that this would nmake a
di fference.

|"mvery confident this would nmake a difference,
but | don't have anything enpirical to show you about
that. 1It's all anecdotal. |It's the conversations we've

had in our custoner service offices. It's the
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experience of our collection agencies and all of that.

So to answer your question | think there
probably is -- it really depends upon the nature of what
ot her services are thrown into that caul dron of
tel ephone bill services. |[If it's a subscription service
that conmes every nonth, perhaps we can agree that the
first nmonth that that charge appears that it would be --
that the disclosures would be along the lIines of what
had been suggested in the FCC proceedi ng, that new
char ges sonehow be hi ghli ght ed.

| think there's certainly roomto discuss that
and work through it.

M5. HARRI NGTON: We're going to hear from Li nda
and Al be and Susan, pl ease.

MS. YOHE: Linda Yohe, SBC. | guess | would
like to respond to at | east a concern that is out there

that the tel ephone bills are being used for purchasing

other things. | can only speak for ny conpany in saying
that it is SBCs policy that it will bill -- or the
billing and coll ections services that we offer

third-party vendors are specific to tel ecommunications
and tel ecomuni cations rel ated servi ces.

Therefore, | think soneone nmentioned purchasing
a sweater. That's not sonething that's going on a

tel ephone bill, not knowngly. Certainly that won't be
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in conpliance with the billing services that we offer,
so | think there is a msconception that we are putting
ot her things besides tel econmuni cations rel ated services
on the bill.

Secondly, | think that the notice that is
descri bed here in your coment about third-party credit
reporting, you' re applying certain things to a statenent
on a bill that's being rendered by the LEC that may or
may not be true and may be a possibility that the
gquestion will cone to a LEC as opposed to the
third-party service provider.

Certainly it's the third-party party service
provider's option to report to a credit reporting
agency, but the fact that it's sitting on a notice that
woul d be on nmy bill wouldn't necessarily point the
guestion to ne as a LEC as to if I'"mgoing to be turning
over these services or nonpaynent of these services
woul d make the LEC turn those over to credit reporting
agenci es.

So | have a concern that certainly we're going
to hopefully have a chance to brief sonme of these since
this is the first time we've seen this notice, but |
have a concern about the way the notice is witten, and
the obligation again should be that if a notice is

provided, it should be provided fromthe service
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provi der's standpoint or the obligations should be on
t he service provider.

| f they choose or can't contract to get that on
the bill, then that would be appropriate, and | think
t hat woul d cover your concerns about enhanced service
providers, that the obligation is on the service
provider, that if a LEC entered a busi ness and was
perform ng enhanced service provider functions, that
t hey woul d have those sane obligations as an enhanced
service provider

M5. HARRI NGTON: Let nme just say that with
respect to these proposals that are being seen for the
first tinme here at the workshop and di scussed, we w |
| eave the record open for an additional 15 days for
partici pants and others who may wi sh to supplenent their
coments so that you can address these proposals.

Al be and then Susan and then Debbi e, please.

MR, ANGEL: | would like to respond to the
comments that were made by SBC. Wth regard to the
actual specific elenents that are included in the sanple
billing notice, all of these elenents are specifically
supported by sonething that the Federal Trade Comm ssion
or the Federal Comrunications Comm ssion has required or
proposed to be required with the exception of that

| anguage that the Billing Reform Task Force has set
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forth in bold.

And with regard to that | anguage, we feel that
there is unm st akabl e support in both the statutory
framewor k and a nunber of cases that support it.

Moreover, we think that the nore appropriate
path to take here in ternms of alerting consuners is to
really alert themto the potential for nonpaynent.

Hi storically what happened was when the billing notices
were crafted for the first tinme, they were essentially
transl ated by consuners to charge back w thout
consequence.

Then we canme to regulators and said, This isn't
equitable, we're being hurt, and noreover, there's a
whol e set of consuners out there that are experienced
and know how to beat the system and that's not right.

Now, | think TSIA has done an admrable job in
pointing out inits coments the fact that now the
wor | dw de web beconmes a way of further conmmunicating
ways in which to beat the system so anticipating the
day when | ocal exchange carriers are thensel ves
purveyors of enhanced service with their own nanme on
them on their owm bill, and | ocal exchange carriers and
i nt erexchange carriers and billing entities are offering
enhanced services in sonething that includes tel ephone

bill charges, we're trying to take specific note and
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reference of what's being proposed in the FCC context in
the Truth and Billing procedure, conpare it with what's
bei ng proposed in the FTC billing context and conme up
with sonmething that we think is good for everybody,
especially consuners, first and forenost consuners.

So we're taking a conservative approach to alert
themto the potential for credit reporting which we feel
is well supported and acknow edged by the FTC in their
nost recent Truth and Billing proceeding.

They specifically said in response to comments
-- they being FCC, said specifically in response to
comments filed by the Billing Reform Task Force and
numer ous LECs that carriers had access to third-party
credit reporting, and we're not trying to get into a
whol e di scussi on about the credit reporting.

We believe that there's an adequate body of |aw
and an adequately regulatory framework for credit
reporters, and the Fair Credit Billing Practices Act and
Title already covered that, but if we can't agree as to
what the ground rules are and we can't communi cate them
clearly to the consuners, we've all failed, so that is
really our starting point.

M5. HARRI NGTON:  Susan?

M5. GRANT: | wanted to start by raising an

i ssue that sone other people have already rai sed about
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the need to include not just 900 nunbers but any kind of
t el ephone-billed services that ultimtely conme under the
rule in the notice and the need for the notice to appear
on the bill any time any of those covered services
appear on the bill.

| do have sone problens with the | anguage here
and woul d be happy to comment further, and |I'mjust
going to give you ny initial reaction now. And even
t hough part of this |anguage conmes fromthe FCC, with
all due respect, the part that says the 900 nunber
service provider has the right to pursue the collection
of these disputed charges | think is rather chilling and
m ght be construed by many consuners to nean that
they're in the right.

And | think what it really should say is that
the service provider, whether it's the 900 nunber
service provider or any other kind of service, may
choose to pursue the collection of these disputed
char ges.

If we retain the | anguage of "has a right,"” then
| think there should be sonething added, and | loath to
make it even longer, that the consunmer has the right to
defend himor herself if he or she still believes the
charges are not justified.

"' m al so concerned about the inability of the
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consuner to obtain other kinds of non communication
services in a dispute about one kind of tel ephone bill
charge, and if we just use 900 nunbers as an exanple, if
it's a disputed 900 nunber charge and the dispute is not
resol ved and the consuner continues to believe that it's
unaut hori zed or unjustified or has a problemwth it, |
woul d not want to see them bl ocked.

And so | wouldn't want the billing notice to say
that they were bl ocked fromgetting other kinds of non
comuni cations types of services that don't have
anything to do with that particular vendor with whom
their dispute nay be or the kind of service that their
di spute was about.

And simlarly, |I think that if we are going to
all ow charges to be reported to credit reporting
agencies, | was glad to see that this says undi sputed
charges, but | do think it mght clarify it to say that
it would be the seller of that service that m ght refer
in that case and so alleviate the problemof the
consuner being concerned that this m ght be the
t el ephone conpany.

M5. HARRI NGTON:  Debbi e?

M5. HAGAN. Aside fromthe | anguage, when we
attended the FCC forumin D.C. the last tinme, there was

a |l ot of discussion about what LECs woul d and woul d not
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put on bills, and generally it was ny inpression that
there was no prohibition for any particular type of
billing.

Theoretically it could be done if contracted
for, and that certain LECs may have had an agreenent
that they should only be tel ecomunications rel ated, but
they necessarily could not prohibit non
t el ecomuni cations rel ated charges on their tel ephone
bills.

And in fact many of our consuners receive
charges for travel clubs, discount buying clubs, things
that were non tel ecommunications related, and | think
that's what raised our concern, that if this was going
to becone an independent type of -- this billing
mechanismlike credit card or any other way to pass
through a charge, it then needs to be simlar to the
Fair Credit Billing Act, in that you get a notice and
you have a right to dispute, and there's nothing to
prohi bit LECs from passing through non
t el ecommuni cati ons charges, is there?

| didn't get that inpression, and that was our
concer n.

M5. HARRI NGTON: | believe the answer is no.

MS. YOHE: No.

M5. HARRINGTON: Al right. Peter?
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MR. BRENNAN:. Thank you, Peter Brennan,

Tel e-publi shing. Actually my comments would echo --
sonme of ny comments woul d echo that. There i s nothing
to prevent that, and with due respect to SBC, when SBC
represents that they'll only bill tel econmunications
related services, | suggest that's until they decide
that they want to sell sweaters

Thi s has been a noving target since the
begi nning. That's been one of the problenms. Al so |
think it's inportant to realize that this is one piece
of a nmuch larger nosaic that has to do wth what kind of
data -- it has to do with the whol e dispute resolution
procedure, which we'll be tal king about later in the day
and tonorrow.

So I want to caution our thinking that this is
just not one part of the puzzle, and thirdly I would
just like to ask Susan if | may, Susan, do you di sagree
as a matter of fact with the statenent that we,

t el ecomruni cati on providers, have a right to pursue
col l ection of disputed charges?

M5. GRANT: No, | don't, but | am concerned
about the conplaints that we have received from
consuners who were intimdated into thinking they have
to pay these charges or their credit would be ruined or

sonet hi ng el se adverse woul d happen to them
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And | want to nmake sure that even as the rights
of the conpani es are enphasi zed, equal enphasis is given
on the rights of consumers to continue to dispute
charges if, in fact, it isn't resolved at this |evel and
they feel that they're not justified. |It's up to them
whet her or not to do so, but | want to be sure that
peopl e realize they have that right.

MR. BRENNAN. May | respond just once nore?

Com ng out of the newspaper business, we believe, as
they would say in the newspaper here, is that this bill
contains charges to your call, and it says, Wiich if you
wi sh to dispute any specific charges that are on this
bill, call the nunber to be guaranteed protection

provi ded other than the dispute resolution protection
and on and on.

That is the first and forenpbst nessage of this.
Cenerally if people are concerned about the |ength of
the notice, if people are going to read any of it,
they'll read that, and there is a grow ng nunber of
sophi sticated consuners who understand these things so |

don't think that that's a reasonabl e concern.

M5. HARRINGTON: | think --

M5. GRANT: Can | just respond very briefly?
M5. HARRI NGTON:  Yes.

M5. GRANT: | think we need to nmake sure that
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even unsophi sticated consuners are able to understand.
| don't want to peg this at the level of sophisticated
consuners.

M5. HARRI NGTON:. Adam has a question. Marianne
has a question, and then we will call on the
participants. | have the participants whose post-its
are up noted. Adanf

MR, COHN. SBC has suggested today that perhaps
t he vendor should have sone obligation to send out a
billing notice disclosure. | was just curious as to
what the participants thought of that, especially the
900 nunber providers who seemto have a very strong
feeling that the notice regardi ng consuners' obligation
shoul d be sent out. Do you have any comment ?

M5. HARRINGTON. |If we could have qui ck conment

on that.
MR. BRENNAN. One word.
M5. HARRI NGTON:  Yes, that woul d be best.
MR. BRENNAN: It's |udicrous.
M5. HARRI NGTON: Thank you Peter.
MR, ANGEL: That's what we're striving to do

here. The 900 providers are asking that the specific
notice articul ate the governnent mandated | anguage, and
the LECs essentially have taken, |1'll decide what's
right and put it on ny bill and you'll take the
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consequences at your cost.

M5. HARRI NGTON: Gary?

MR. PASSAN: Very quickly, | think
di sassociating the rights and obligations fromthe
transacti ons makes nore confusion, not |ess.

M5. HARRI NGTON: Okay. Marianne, you had a
gquestion?

M5. SCHWANKE: The proposed | anguage that you' ve
handed out says that if you do not pay legitimte
charges, your ability to, et cetera, et cetera. | just
want ed to know what you had in mnd by the word
"legitimate" and who woul d be maki ng the deci sion
whet her or not a charge would be listed or not.

M5. HARRINGTON: This is a question from
Marianne to Al bert.

MR, ANGEL: If | recall correctly that |anguage
was actually recommended foll ow ng the consensus
di scussi on because we were trying in sinple words to
di stinguish legitimate fromnon legitimate, and, for
exanple, if we do have a case where soneone i s abusing
the system a consuner is just routinely stealing
services frominformation providers or taking cable
services, taking Internet services or what have you, and
it's proven that these are legitimate services, we're

maki ng a distinction that those should be the subject of
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a collection effort and that it mght inpact credit
reporting.

M5. HARRI NGTON: We're going to hear from
Ri chard and Tony, and then Mark has a question.

MR. BARTEL: | had a very quick comment.

MR, ANGEL: Excuse nme, can | just add? That
| anguage is contained in the FCC rule which is the
attachnment for section 64, 1510, subsection A
(2)(i) (D).

M5. HARRI NGTON:  Ri chard?

MR. BARTEL: | wanted to just remnd the states
that they should not be lulled into a fal se sense of
security that a federal schene is going to work for a
| ong run, because as | said starting next year the LECs
are going to enter the information services business or
enhanced business, and that's going to be a significant
shift fromnostly interstate to intrastate and intralLATA
billing which will be -- there will be jurisdictional
I Ssues.

And your conplaint process at the state |eve
may be overwhel med by that shift that you won't find
solace in the federal rules.

M5. HARRINGTON: | would just note for the
record that the states have never been lulled into any

federal schenme that solves anything, but, Debbie, was
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t hat what you were going to say?

M5. HAGAN. No comment.

M5. HARRI NGTON: Okay. Tony, please?

MR, TANZI: Quick question. Tony Tanzi for
ACUTA. Wiat constitutes tinely paynent?

MR. ANGEL: State to whom

M5. HARRI NGTON: Gary, answer?

MR, PASSAN. | think there's a proposal in 308
that tal ks about notice of provisions of when the
i nformati on of nonpaynents can be passed on. It seens
to me upon reaching that specific criteria, | think we
all woul d reasonably believe that paynent isn't going to
happen, and it's a nonpaynent.

MS5. HARRI NGTON:  Peter?

MR. BRENNAN. | want to nake the further point
regardi ng the suggestion that a mail-in or sone notice
be directly to consuners, it's ironic particularly that
i ssue be raised by SBC which does not provide to billing
and col l ection conpanies and to non carriers the ful
name and address which essentially prevents us from
sendi ng that notice even if we had the financi al
wherewi thal, and that's why the idea was | udicrous.

And | thought it would nmake a point that it's
t he constant tendency of LECs in their comments here and

at the FCC to be very proprietary about the ownership of
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t he phone bill and in sone cases refer to the sanctity
of the phone bill.

VWll, that may be the case as a legal matter
but the reality is that that circunstance was created by
a legacy which all of as rate payers paid going back to
the pre divestiture days.

M5. HARRINGTON: Now, later on this afternoon we
have a whol e hour set aside about tal king about vendor
LEC rel ationship issues and the like, so we're going to
not develop that thenme further here.

Mar k, you had a questi on.

MR. HERTZENDCRF: |'m wondering if the question
m ght be better in the afternoon since --

M5. HARRI NGTON:  Probably.

MR. HERTZENDORF: That's what it was about, the
LEC vendor rel ationshi p.

M5. HARRI NGTON: Can you hold it, do you think,
for later on?

MR. HERTZENDORF: | can hold it.

MS. HARRI NGTON: Does anyone el se want to add
anyt hing knowing that if they do they're standing
between this group and M. Mng's taco salad? Albert's
buyi ng lunch for everyone.

MR. ANGEL: It's a technical point, and | think

Ed Laverne (phonetic) can address it very clearly, and |
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know he's passed ne notes to do it, but I'll leave it to
himif that's all right. Ed Laverne.

M5. HARRI NGTON: Here's Ed on behalf of the
Billing Reform Task Force, Ed Laverne.

MR. LAVERNE: The only point is the first
gquestion you asked this norning was about the annual
notice. The concern we have with the LEC proposals on
the annual notice is that the | anguage that you see here
initalics wll not be provided as we read it at all in
these billing notices if the LECs proposal for the
annual notice is adopted.

In other words, right now with respect to 900
nunber charges, the FCC already requires the underlined
| anguage to be provided every tine there's an
uni dentified charge on the bill.

M5. HARRI NGTON: Let nme know just if | can
interrupt for the record that we're tal ki ng about
Italicization and underscoring in the proposal that has
been submtted by the Billing Reform Task Force as a
suppl enent to FTC staff handout B.

MR. LAVERNE: And our concern is that if the
LECs or any entity are permtted to use an annual notice
as a vehicle, then the italicized | anguage in this
docunent woul d not be provided in conjunction with that

statenent that's sent out pursuant to the FCC s
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requi renents, and that's a concern to us, and | think it
woul d be a concern to the consunmer groups as well.

MS. HARRI NGTON:  Woul d anyone |ike to add
anyt hing before we adjourn for lunch? Let ne just say
that we will resune pronptly at 1:00, and the subject
then is initiating a dispute under the rule. This is a
fairly controversial topic. W put it after lunch to
hel p everyone stay awake.

| want to thank the participants. This is
really a workshop. We're asking everyone to work hard
wth us to craft a rule that nmakes sense, and |'mvery
appreci ative of how hard you've all worked this norning,
and we | ook forward to nore hard work this afternoon,
and pl ease be back at 1:30. Thank you.

(A lunch recess was taken at 12:20 p.m)
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AFTERNOON SESSI ON
(1:30 p.m).

M5. HARRINGTON. Let's start, please. W are
going to resune with the itenms scheduled for this tine,
initiating a dispute under the rule, and as | indicated
before we took a break, this is a fairly controversi al
subj ect, and we scheduled it after |lunch because if you
went upstairs and ate several taco sal ads, we hope that
this will be lively enough for from keepi ng those
eyel i ds from droppi ng.

So that you know, before participating during
the public participation portion of the day, we are
going to put this out. W'II|l pass themout now, if
anybody wants one. And they'll be out by the coffee
machi ne, so if anybody wants to participate during the
public participation segnent of the program we need you
to fill out a card with your nanme and affiliation, if

any, and the subject or subjects that you wi sh to speak

to.

And we will call on you during the public
participation segnent. If you don't fill out a card, we
won't call on you. I|I'ma rule kind of girl, and that's

the way we're going to do it.
So, please, if you want to participate, we'll

put these out by the coffee pot and just fill out a
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card, and we'll get to you during the public
participation segnent.

Did any of the participants have any questions
before we proceed into the afternoon di scussion? You
are not David Matson. WIIl you tell us -- you have her
name? Fine. You're not Linda.

Actually, what | would like is for the people
who have just joined us at the table for this session
who weren't here this norning to please introduce
t hensel ves. Can we begin with you?

MR. FARRELL: Sure. |I'mMrk Farrell with SBC
Communi cat i ons.

MS. SCHALLENBERG TI LLHOF:  |I'm Hel en
Schal | enberg-Till hof with Sprint Local.

M5. HARRI NGTON:  Mark and Hel en.

MR, PERMUT: Phi |l Pernut .

MS. HARRI NGTON: Everyone needs to use a
m cr ophone when they speak, so please woul d soneone
swing a mcrophone. Mark, would you?

MR. PERMUT: Phil Permut representi ng CAN.

M5. SANFORD: Jill Sanford fromthe New York
Attorney General's office, here representing NAAG
Associ ation for Attorneys General telecomrunications
di vi si on.

MR, GOODVAN: | am John Goodnan from Bel
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Atl antic.
M5. HARRI NGTON:. Do we have any ot her changes?
Ckay. Does anyone have any questions before we begin

the afternoon session? Al right. Then let's get right

to it.
Loretta?
M5. GARCI A:  No.
M5. HARRINGTON: |'msorry.

M5. ELLIOIT: Adele Sinpson for the afternoon.
No, I'mRoy Elliott of the ITA

M5. HARRINGTON:. We're going to discuss the
initiating of dispute under the rule, and this
di scussion gets us right to the definition of a
t el ephone-bill ed purchase. Should this definition be
expanded to protect consuners whose tel ephone bills
contain non-toll charges that did not result from ANl ?
That is the first question for discussion.

Should this definition be expanded to protect
consuners whose tel ephone bills contain non-toll charges
that did not result fromAN ?

s there anyone at the table who thinks that
this definition should not be expanded to protect
consuners? | don't want you to talk. [|'mjust |ooking
for a show of hands, anyone who thinks that this should

not be done.
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The first ticket | saw up was Jill Sanford.
W'l hear fromJill and Jacquel ene and then Mark.
Jill?

M5. SANFORD: Yes, Eileen. Wen | was here
actually two years ago representing NAAG we had a
di scussi on about what we at that tinme were termng
phantom bil I i ng, charges appearing on consuner's phone
bills for which the custoner had no idea the origin of
t hose charges and in many cases had not authorized those
char ges.

In the last two years, that has evolved and is
now ternmed cramring, and in that tinme period since | was
here in '97, the New York Attorney Ceneral's office as
wel | as nost of the Attorneys General offices around the
country have seen a proliferation of consumer conplaints
regardi ng the cramm ng and the other unauthorized
charges on consuner's phone bills.

We advocated two years ago an expansion of the
900 nunber rule and the definition to cover that
scenari o.

As we started to discuss this norning, the

tel ephone bill is really being converted fromjust a
mechanismto bill telecomunications related services to
a billing and collection nechanismfor all types of

goods and servi ces.
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And | think the Attorneys General really inplore
t he Comm ssion to consider expanding the definitions in
the rule to address this new arena and particularly now
your definition of the tel ephone bills purchases which
will then serve as a trigger for the dispute resolution
process which we are going to get toin alittle bit,
whi ch again the Attorneys General al so support.

| think that we are dealing with a noving target
here as soneone nentioned this norning, and we need to
make sure that the definitions are as broad and as
enconpassi ng as possible to really address both the
current marketplace and the evolutions in the
mar ket pl ace.

M5. HARRI NGTON: Thank you, Jill. Let nme just
rem nd everyone, and especially for the new fol ks at the
table, if you wish to speak, put a post-it on your tent
and please identify yourself for the reporter as you

begin to speak.

Jacque?
M5. M TCHELL: Thank you. | would like to step
back another step -- excuse nme, Jacquelene Mtchell wth

CERB -- step back to a higher level, and that is to
request that or to identify that we believe that there
needs to be a clearer definition of what the services

are that need to be included in this.
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We don't argue that there shouldn't be the
definition, but we need to know what that definition is
so that we can -- we can understand the rule and be able
to play by the rule.

In | ooking at the proposed docunent, where we
tal k about those things that are excluded and you refer
to the | ocal exchange tel ephone service or interexchange
services or any services that the FCC determ nes by a
rule, in the clearinghouse environnent, from an
i nt erexchange carrier perspective, we see things such as
personal 800 and calling card to be a traditional kind
of service.

And so we would like to clarify or to understand
fromthe FTC what those are, whether they truly are
itens that should be accepted fromthis, if they fal
under that rule, so for clarity we need to understand
exactly what a tel ephone-billed purchase is.

M5. HARRI NGTON: One of the points | think that
we hope that this discussion can focus on is the
gquestion of exclusions, what should be excluded and what
is the rationale.

| think that, Jacque, in response to your
guestion that if there are to be -- there's a phone
under ny feet. |If there are to be exclusions, we want

to be sure that our rational is absolutely clear --
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excuse Ie.

|"'msorry. Let's see. W were going to hear
from Mar k.

MR. FARRELL: Mark Farrell, SBC Communi cati ons,
and the first point I would like to nake is SBC does not
support the expansion of the nessage of bill purchase or
t el ephone purchase, and | think the FTC in trying to
expand the definition was trying to address the probl em
W th cranm ng.

And I would like to point out that SBC
Communi cation bills 1.7 billion nessages a year, and our
conplaint rate is less than a half a percent -- half of
1 percent. That's pretty darn good, pretty good. |
think the credit card conpanies aren't going to beat
that |evel

Now, the |ocal exchange carriers and especially
t he RBOCs have taken a very active and constructive
stance toward cramm ng. SBC has cut off a nunber of
service providers. W've adopted the FCC s -- working
with the FCC, we adopted a best practices procedures
that took a nunmber of steps to reduce cranm ng.

I n Novenber, the SBC conpani es went out with
very stringent thresholds for those conpani es that
billed through us, and those threshol ds established that

hal f of 1 percent conplaint threshold, and after we
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i npl emrented those, we knocked cramm ng down by 75
percent, cramm ng conpl aints.

So significant things are al ready bei ng done
that are addressing the problem and there's sone
m si nformati on about what we'll bill for and what we
won't bill for.

Peopl e are saying that the RBOCs are expandi ng
our billing so that we'll bill for non tel ecommunication
services. That is not true, and we are -- we have
signed up, along with the industry, on the FCC s Best
Practices Act, and part of that is that we will bill
only tel ecommuni cati ons and tel econmuni cations rel ated
servi ces, conmunications rel ated.

And from a perspective of our custoner, we are
trying to address -- we want the bill to be sinple and
easy for themto read.

Now, the FTC s role seeks to expand these bill
purchases, and it requires express authorization.
That's not the way it works in the real world. A
custoner calls up. They say, | want voice nai
service. They want voice mail service that day. They
want it turned up

These rules are going to require that a form be
sent out, they sign it and they return it before we can

start billing. A lot of consuners aren't going to do
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it. It requires expensive data storage systens. W' ve
got to store all this stuff. It just doesn't reflect
reality.

Consuners want the services. They want them
turned up right then and there. They don't want to wait
a nonth, and | don't think the rules reflect reality,
and they shoul dn't be adopted.

M5. HARRI NGTON:  Adam | think has a point of
clarification.

MR. COHN: Yes. | had one clarification, and
that is that the current rule, the definition of
t el ephone-bill ed purchase currently includes sone of the
scenari os that you descri bed where soneone calls a
nunber and pl aces an order and they're billed under the
basis of AN .

So what we're tal king about here is whether or
not there should be an expansion of the definition of
t el ephone-bill ed purchase to cover situations where, for
i nstance, as Jill described soneone signs up by
sweepst akes form

So | hear what you're saying, but the current
rule which is dispute resolution requirenents already
applies to sone of the scenarios that you described, so
it doesn't really -- the question of expansion doesn't

really get to that.
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MR. FARRELL: Well, in response, the way | | ook
at it, the current rul es address pay-per-call services.
VWhat the proposed rules are doing is they would affect
current bills on the tel ephone bill.

MR. COHN. The current rule covers any tel ephone
bill charge that is a result of dialing a nunber or
subsequent dialing of the caller or simlar action, and
t he Conm ssion has tal ked about that in the Federal
Regi ster Notice, billing on the basis of AN .

So if a consuner is calling to order voice nai
over a phone nunber and they get charged on their phone
mai |l on the basis of that call or sonmeone gets charged
on the basis of that call, then that is a
t el ephone-bill ed purchase and is subject to dispute
resolution currently.

M5. HARRI NGTON: Let's nove on to John.

MR, GOODMAN:. First, what we've been trying to
do to is stop cramm ng, and in agreenent with everyone
here, and two things have conme up, and that is cranmm ng
is a bad thing, bad for our consuners.

Qobviously it's bad for us, and it nmakes us | ook
bad in our custoner's eyes. It costs noney to deal with
t housands of conplaints that we were getting the |ast
year as a result of the cramm ng on our bills.

We've taken a variety of steps, comments |'m not
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going to bore everybody wth that all over again, and |
think as with SBC we have found the cramm ng conplaints
fromour consuners have dropped in a dramatic way.

As to whether the definition of tel ephone
bill -- a tel ephone-billed purchase ought to be changed,
our answer is no. Congress got it right when it wote
the definition, and that is the definition in the
statute, and it's obviously the definition in your rules
now, and that is what it ought to be, and |I'm not sure
that the Conm ssion has the power to go beyond what's in
the statute and what is at this point mrrored in the
rul es.

M5. HARRI NGTON. Peter? Peter, |I'msorry, had
you taken your post-it down?

MR, BRENNAN. | did, but I did want to respond
to something. Actually | wanted to make one comment and
ask the gentleman from SBC. Peter Brennan, TPI. TP
woul d like to advocate that it be made clear in any
definition relative to this that these rules apply to
services provided by the LECs, all services provided by
the LECs because we believe it's inportant to be at a
| evel playing field.

And ny question to the gentleman from SBC i s:
Were you speaking for all of the RBOCs when you said

that you wll not be offering any services other than
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t el ecomruni cations rel ated services, and do you define
services -- and | wonder how broadly you define services
as a tel econmuni cati ons services?

Are they just phone calls? Are they Internet
services? Are they purchases of Internet services? Are
t hey purchases of information that relates to Internet
services?

M5. HARRI NGTON:  Mark, would you answer that?

MR. FARRELL: Sure. | was only speaking for SBC
Communi cations. In terns of tel ecommunications rel ated
services, and that is set out -- we've got a contract,
and I'l|l be happy to share it with you. W do bill for
the nonthly fee for Internet access. W do not bill for
goods or services sold over the Internet.

MS. HARRI NGTON:  Ji nP

MR BOLIN. JimBolin, AT&T. | would just like
to interject the thought that I'm concerned that the
proposed definition and focusing on scans |ike
sweepst akes entries and so on may be overbroad and
t herefore have a certain anount of intended
consequences.

| understand the Conm ssion is wal king a very
fine line between trying to focus on consuner protection
W t hout denyi ng consuners access to services they want,

but I would Iike to suggest that the current definition,
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because it woul d capture anything that happens to appear
on a tel ephone bill, is overbroad.

There have been references to tel ecommuni cations
related services. That's a termthat's not only not
defined in the rules or the statute, it's atermthat is
not a standard. Tel ecomrunications related services is
a category that's expanding as services all nerge into
singl e pi pes anyway, cable, tel ephony, Internet access.

| think nost of us believe it's all going to be
the sane thing in a few years anyway or at least it's
going to cone into your hone. If not I'lIl be I ooking
for a newjob in a few years.

| would |ike to suggest that the Comm ssion at a
m ni mum needs to consi der specifically carving out sonme
servi ces that have not been subject to abuse and don't
seemto be subject to abuse.

Gven at this tine nost areas only have one
cable provider it would be very difficult for sonmeone to
cram cabl e charges on to a bill. The current rule would
al so consider wirel ess tel ephone charges to be
t el ephone-bill ed purchases.

In fact, the current rule relies on terns that
aren't defined in the communi cations act or el sewhere
when it refers to interexchange services or |oca

exchange services. More specifically I"'mreferring to
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t el ecommuni cati ons services which is a termthat's
defined in the Communi cations Act, and it ought to

consi der maki ng sone specific carve outs, at |east for
the kinds of services that virtually everyone in the

i ndustry agrees are converging, and they are going to be
billed on one bill.

The consuners would like to see this in the
future. AT&T strongly supports efforts to try to
prevent cramm ng abuses, but at the sane tine again we
recogni ze that consuners want bundled billing, they want
to be able to get these services fromone provider.

They want billing to be sinple, and I think we're going
to try to make that possible at the sane tine we try
protect the consuners.

M5. HARRINGTON: Jim would you limt the notion
of services -- of excluding services that had not been
subj ect of deception and fraud to services that are
of fered by nonopolists, and the reason that | ask that |
think is obvious, and that is that you nentioned cable
as an area where right now nost areas are served by only
one vendor, but we expect that there will be sone
conpetition, and we certainly have seen the sl anm ng
probl em as bei ng serious when conpetition conmes into the
| ong di stance market.

MR. BOLIN. | think slammng is potentially
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going to get into your |ocal phone services and video
services in comng years. | think it's really an issue
apart fromthe issues we're dealing with here. | think
the kinds of services that are subject to abuse are
going to be services where you have nmultiple providers
out conpeting for them and generally where you don't
have a facilities based el enent.

It's much harder to run a cabl e phone conpany or
even at this point a | ocal exchange office out of a post
office box in the Cayman Islands than it is an audi ot ext
servi ce.

| throw out wireless cable, Internet and other
t el ecommuni cation services, wire line services because
those are the ones that, at least to ny know edge really
are convergi ng and people want to see bundl ed, and so
far have as far as | know have not been subject to
abuse.

The sanme woul d go for basic service, whether or
not the service provided fromAOL, Wrl dNet or another
provider. | think that the market is going to change
very rapidly. This rule would have to be a rul e subject
to revision unfortunately, but to tal k about a tel ephone
bill in the future is going to becone a very uncl ear
concept .

Anything that's providing point to point
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transm ssion of electrons going to be considered a

t el ephone service in the future or not. | think the
very category of tel ephone-billed purchases starts
getting very hazy as we |look into the future.

M5. HARRI NGTON:  You're suggesting on the one
hand excluding that category of services, but also
making the point it's hard very difficult to define that
category of service.

MR. BOLIN. That's correct.

M5. HARRINGTON: It's a very honest
observation. Allen, did you have a question?

MR HLE | do. It's for Jim Since the
result of defining a purchase as a tel ephone-billed
purchase and basically to bring those kinds of
transactions within the dispute resolution rights, why
woul d that be a problemif there aren't abuses?

MR, BOLIN  AT&T hasn't specifically objected
and doesn't object to the dispute resolution
provi sions. The provisions that are nmuch nore
probl emati c are the segregation requirenents on the bil
because they make bundle billing all but inpossible.

You can't offer a custoner say a bundl e of
Internet, wireless, wire line and cable services for
$100 a nonth at one price for that package. |Instead you

have to break out each elenent that's not wire |line
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t el ecommuni cation services, | think that we would not
object to having the dispute resolution practices
applied but we're very nuch interested in the one bundle
billing because that's what our custonmers tell us they
want .

MR HILE: Okay.

M5. HARRI NGTON: Jacque, then Cynthia, John and
then Susan, and | see R chard's tent up too.

MS. MTCHELL: | have two coments in regard to
t he previous conversation, one to follow up on a comment
fromJohn fromBell Atlantic, and from Mark Farrell's
observation about the inprovenent that we have seen in
cranm ng across the United States in the | ast year.

In a non statistical based sanple that we did
with the LECs, we found from50 to 95 percent
i nprovenent in the conplaint |evels, reduction of the
conplaint |levels that they had been receiving.

In our own conpanies in the clearinghouse
envi ronment we've seen a 75 percent reduction in
conplaints in certain areas, so we know that the efforts
t hat have been put forward in the |ast year have been
very effective, not only fromthe coalition guidelines
that we have inplenented but as well as the oversight
that the LECs have performed in providing services to

us, so we believe that a trenmendous inprovenent has been
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achieved in the local world.

| would i ke to comment about the concern that
we feel about carving out any particul ar kind of
busi ness or service today. W understand that the | ocal
exchange carriers have certainly not had a trenendous
anmount of problemw th crammng in their environnent,
but we do know that there have been sonme cases reported
across the board for several of them so we woul d not
want to elimnate the opportunity that the LECs
certainly have to be able to cramon their own bill.

And | would just read to you fromthe Los
Angel es Tinmes, January 16 of '99, to quote: "Hundreds of
consuners have conpl ained that the tel ephone conpany is
usi ng m sl eadi ng advertising and sales tactics to
pressure theminto buying packages of add on phone
service that they don't want or need."”

So we want to be careful how we address those
servi ces, and again back to nmy original coment, we need
to clearly define what those services are that are
categori zed as a tel ephone bill service.

M5. HARRI NGTON:  Thank you. Cynthia?

M5. MLLER Yes, Cynthia MIler, Florida
Commi ssion. | was prepared to address | guess SBC and
Bell Atlantic had nentioned seeing a decline in

cranm ng, and now anot her comrent on that. W are not

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



153

seeing that in Florida. W're seeing an increase, and
"1l be glad to send that into the record, and maybe we
can provide nore detail, but we have not seen a decline
at all.

M5. HARRI NGTON: Thank you. And let's just |et
the record reflect that the Florida Comm ssion is going
to put a bar graph into the record that Cynthia just
di spl ayed, and we'l|l have that down at the end of the
table for any of the participants or if any of you want
to take a look at it.

John?

MR, GOODMAN. | wanted to give an add-on to
Al len's question of why do we care what the deposition
is, if all it means is as a dispute resol ution process
applies, and if that were all that it did nean, that we
had to handl e questions and conplaints as stated in the
process, | don't know that we would care all that nuch
beyond the point that Ji m nmade.

But in the proposed rules there is an added
l[iability el ement that knew or should have known. |
know in tal king about that | suspect a bit later on so
it is not just whether we have to answer the conpl aint,
giving themthe rights under the statute. There is nore
to it than that.

MS5. HARRI NGTON:  Susan?
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M5. GRANT: | want to start by commendi ng the
| ocal phone conpanies for the progress that they've nmade
wWith cramm ng but rem nd themthat they're not the only
pl ayers in town with increased conpetition. There wll
be ot her people providing a variety of phone services
and non phone services and |l ots of different
arrangenents for billing consuners.

And the bottomline is that consuners need to be
protected fromcharges for services that they did not
agree ever to buy frombeing on their bills. It doesn't
matter what you call the service, and in sone cases the
names of the services have been entirely made up when
peopl e have been charged for voice mail, paging,
personal 800 nunbers and other services that it doesn't
appear they even really had, but it was a thing to put
on the bill.

| think it would be a mstake to try to say it
only applies therefore to certain kind of services that
are not susceptible to conplaints and not others because
we woul d see unscrupul ous conpanies just gravitate to
describing their services with those terns.

M5. HARRI NGTON:  Thank you. Richard?

MR. BARTEL: Yes, | had a question for the LEC
participants in following up their discussion. Do you

see your conpanies offerings starting in 2000 and nost
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likely getting into the information services business?
WIl that cause the scope and depth and vol une of
so-cal l ed tel ephone-billed services to increase by your
own conpani es?

M5. HARRI NGTON: That's a question for the
LECs?

MR BARTEL: Yes.

MS5. HARRINGTON: Could | see hands, if any of
the LECs want to answer that? John would like to
answer .

MR. GOODMAN:. Local tel ephone conpanies are in
the information services business now W have been to
one extent or another at |east on the Bell Conpany side
since 1988. Have all of the other LECs who do not have
the stigna of being Bell Conpanies have been in it even
I onger? 1'mnot aware of any problem on the under
growi ng of information services provided by Bel
Conmpani es or other LECs, so | don't know why anything is
goi ng to change any time soon.

M5. HARRI NGTON: Mark Hertzendorf had a
guesti on.

MR. HERTZENDORF: Yes, it seens to ne that maybe
al nost by definition the problemw th cramm ng has to do
wi th placing charges for one conpany on the bill of

anot her conpany, and | was just wondering if anyone --
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what anyone m ght think about the idea of having the

rul e perhaps nake a distinction between whet her or not

the bill is included in an envel ope that your conpany is
sendi ng out or whether it's included -- your charges are
i ncluded in sonmeone else's bill and they're paying for

t he envel ope to go out?

s that sonme way to perhaps nmake an efficient
di stinction and avoid over regul ati on?

M5. HARRI NGTON: Gary?

MR. PASSAN. Mark, that happened to be right on
the coment | was going to bring up

M5. HARRI NGTON. Coul d you use the m crophone?

MR. PASSAN. Gary Passan. | think both Jill and
Deborah and Susan | think have nade a very valid
observation over the course of this norning, and that is
that the telecombill is becomng a very general purpose
bill, and because it's a very general purpose bill it
means that there's |lots of people that are going to have
access to it.

So in ny mnd the LECs taking on third-party
billing they -- alnost by definition there needs to be
sonme rules for dispute resolution which is why we're
her e.

| believe that -- certainly ny thought on it is

that everything that's non deni able, anything that wl|
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not affect the turning off of your phone service, really
seens to ne that it leans -- it allows itself to be

pl aced on a bill in a manner that should be consistently
applied, whether it's a LEC applied transaction to the
bill or whether it's a third-party applied transaction
to the bill.

M5. HARRI NGTON: Gary, thank you. Mark, you've
had your post-it up. Do you want to answer that
gquestion and al so say whatever else it is that you want
to say?

MR. FARRELL: We agree with -- with Mark's
comments. | think that there really ought to be a
di stinction between what the LEC is billing and what is
submtted by third-party providers, and | would say that
for two reasons.

One is that in ternms of cranmm ng the conplaints,
nost of the custoner conpl aints have been about
third-party charges that appear on our bill, and so |
think it's nore appropriate to draft rules towards them
and this is sort of in response to Jacque Mtchell's
comments, that the LECs are already regul ated by the
state PUCs and by the FCC.

So if there is an allegation that the LECis
cranmng, that is going to be sonething that is going to

be | ooked into by that state PUC or the FCC.
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And if you look at the rules, the Pay-Per-Cal
Rul es, | think what Congress was trying to do was to say
that the tel ephone conpanies are regul ated by the state
PUCs and the FCC, but a |lot of these service providers
or information service providers are not regul ated by
the FCC or the state PUCs, and they wanted to have
sonebody to be able to regulate them and they put the
FTC in charge of that.

And | think -- so | think that's why -- | think
you got two reasons why that distinction is appropriate,
and one is that the conplaints are about third-party
charges, and two is that the regulatory regine is the
LECs are regul ated by the state PUCs and the FCC and the
FTC should regulate the third-party providers so we
sal ute them

M5. HARRI NGTON:  Thank you, Mark. Peter?

MR. BRENNAN:. Thank you. Peter Brennan from TPI
Publ i shing. A couple coments about the |ast coment in
sonme of the -- and the other question that's on the
table. | would challenge you to find where it was in
the Congressional Record that led to the bill where
Congress found what you just said they found because
|'ve read that many tines and |'ve participated, and |
did not see an acknow edgnent by Congress that the

reason that they wote the law the way that they did was
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because you people were anply regul at ed.

It seens to me you can't have it both ways. To
set aside a certain class of services just because
they're offered by the incunbent, fornmer nonopolists,
what ever stigma one mght wish to attach to that, is
sinply not fair.

As a sinple matter of fairness, and | would
rem nd you that the clear congressional intent of the
TDDRA was to foster pay-per-call services, and
pay-per-call services were understood as bei ng those
services for which the local bill or telecomrunications
bill went out for.

| f the Bell Conpanies or the LECs, even the
i ncunbent Bells or others want to set up a separate
regime, want to get out of the billing business and
establish perhaps a Switzerland or a nutual third-party
who woul d handle all of this, that m ght be a workable
solution, but at this point it doesn't seemto ne that
you should be allowed to have your cake and eat it to.

M5. HARRINGTON: | would just note for purposes
of clarification that the LECs already are subject to
the Comm ssion's Pay-Per-Call Rule to the extent they
operate as billing entities as that termis defined, and
| believe that the clear and express intent of the

Congress was that the FTC should regulate billing
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entities, and the FCC through its Pay-Per-Call Rules
shoul d set standards for conmon carriers provision of
common carriage and transm ssion services to information
provi ders and ot her vendors subject to the FTC s rule,
and so that schene has been in place for sone tine.

Al bert?

MR. ANGEL: Albert Angel, Billing Reform Task
Force. | would like to focus the discussion a little
nore and offer an observation that CERB articulated in
its cooments what | thought to be a fairly workable
line, and that line was drawn in favor of identifying
basi ¢ and adjunct to basic with very specifically
enunerated service categories like the call waiting,
call forwarding types of services as those that could be
of fered personally to tariff and subject to the existing
federal and state regulatory regine.

And on the other side of that line, there would
be the so-call ed enhanced services, non deniable
services including such things as Internet access.

And | think while consunmer protection issues is
clearly the first order of business here, we really need
to be very mndful of the anti-conpetitive consequences
of giving an i ncunbent nonopolist an edge over entities
that woul d want to provide the sanme service through

billing mechani sns offered by the LEGCs.
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And | think the balance that CERB has
articulated in its comments echoes the good work that's
been done over at the Federal Comrunications Comm ssion
in a workshop context, and going beyond that, that was
subject to a rul emaking proceeding in Truth-in-Billing,
and the FCC in its report and order didn't upset that
wor kshop bal ance.

So | think we should really address ourselves to
the services that woul d devote tel ephone-billed
purchases, and the Billing Reform Task Force is not in
favor of making distinctions based on who's providing it
because very often there is the groupi ng or aggregation
of messages and pulling up a percentage to say it's half
a percent, but that's being skewed by the mllions of
transactions that are basic or adjunct basic.

MS5. HARRI NGTON:  Ckay.

MR. ANGEL: One further point to inject alittle
bit of reality into this, when you operate on the other
side of the |line, the enhanced services side of the
line, the charge back | evels are going to be much higher
even if a person was conpletely scrupul ous and
conpl etely above boards in terns of their disclosures
trying to do the right thing, and that has not been
recogni zed in regulatory foruns. [It's not been

recogni zed by the credit card conpanies, and it
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certainly hasn't been recogni zed by the tel ephone
conpani es.

So when everyone is subject to the sane rul es,
we're going to see different standards energe, but by
confusing it, we're going to be in this conundrum
forever.

M5. HARRINGTON:  Jill and John and Jimwanted to
make comments, and then Marianne and Adam have
guestions, and |I'mwondering if we could hold the
guestions, finish those three coments and then cone
back to them

Wul d that work for you or do you need to junp
in with questions on these comments? Marianne?
Marianne's questions follow up on Al be's coments.

M5. SCHWANKE: | would like to hear nore
di scussion if other participants have comments on this
i ssue that you just raised as to the appropriate
exclusion fromtel ephone-billed purchase. On the one
hand we have the suggestion that it covers enhanced
service and it woul d exclude basic and adjunct to basic,
and on the other hand we have a suggestion AT&T nmade
that we exclude tel ecommunication services as that is
defined in the Tel ecommuni cation Act of ' 96.

Are there any other comrents or opinions on what

t he appropriate exclusion wuld be?
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M5. HARRI NGTON:  And further refinenent on that
question from Adanf

MR. COHN. That was exactly ny question.

M5. HARRINGTON: And I'msitting between them

MR COHN. | wanted to add to that. | guess
t heir suggestion whether it should be basic or adjunct
to basic and | think someone nentioned deni abl e versus
non deniable. | don't knowif that's the same thing as
basic to adjunct to basic.

It seens like this is all a question of how
exchange of |ocal service is defined by the rules since
that's really what the exenption is about.

M5. HARRINGTON:  Jill, John and Jim were you
pl anni ng on saying anything that's responsive to these
guestions? This is really what we wanted to di scuss
during this segnent, and I'll get back to Gary and
Jill. 1 know Gary has a response too, but John and then
Jim please, on this question.

MR, GOODMAN:  Adj unct to basic, basic are al
terms that the FCC cane up with in the 70s. They were
probably out of date as soon as the FCC canme up with
them They're certainly out of date now

| think it would be a m stake to base anything
inrules onterns like that, and if Jims point earlier

was that all this is is ones and zeroes goi ng over wres
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totry to put themin regulatory buckets that had hol es
in them 25 years ago, | think it's a bad idea.

MS. HARRI NGTON:  Ji nP?

MR BOLIN. JimBolin, AT&T. Just to anplify
John's remarks because | think they're right on target.
Basi c, adjunct to basic as categories mght provide a
few useful insights, but they're the subject of
[itigation now constantly before the FCC including which
basket it fits in.

| have at least four or fire active matters
pendi ng now i n which one of the questions for the FCCis
to resol ve what bucket the service fits in.

M5. HARRI NGTON:  Deni abl e, non deni abl e, does
that make a difference? 1Is that a better distinction,
yes, no?

MR. BOLIN.  John probably knows better than
do.

MR. GOODMAN. One of the problens is the
distinction varies fromstate to state, and the
definition deniable, non deniable, just so we all know
what we're tal king about, is a charge quote, unquote,
deniable if the tel ephone conpany is allowed to turn off
a customer's local service for failure to pay. Non
deniable is you're not allowed to turn off the service.

A normal consunmer mght think the term neant the
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exact opposite, so | would urge anyone not to wite
these terns into the rules.

MS. HARRI NGTON:  Under st ood, but what you're
saying is it's not desirable because there's a | ack of
uniformty, if there were. |s that why --

MR. GOODMAN: |'m saying one reason is there is
not uniformty.

M5. HARRI NGTON: Are there other reasons.

MR. GOODMAN: | don't think that should be a
di stinction because a consuner feels as cheated and
defrauded if he's crammed with a quote, unquote,
deni abl e charge than he is to be crammed with a non
deni abl e charge, so | don't think you are doing any good
for the consunmer by drawi ng that kind of |ine.

M5. HARRINGTON: |'m eager to get us to the
definition of billing error which is what we're going to
di scuss for the remaining 32 mnutes, but I want to
finish up on this with Jill's comments and then Gary's,
pl ease.

M5. SANFORD: Two very short points; one dealing
with the issue of which entities this rule should apply
to. Qite frankly when the Attorneys General reviewed
t he docunents in preparation for this rul emaking, we
didn't even fathomthat there was a distinction between

t he i ncunbent Bell Conpani es and ot her conpeting
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carriers.

It had been our inpression that the Pay- Per-Cal
Rule as it currently exists applied to everyone, and any
nodi fication would yet follow to apply to all of the
i ndustry players, and it wasn't until we reviewed sone
of the comments that were submtted were we even alerted
to this issue, and the AGs woul d continue to advocate
that they will apply evenly across all of the industry
pl ayers.

The second issue dealing with the types of
services, | think I"'mjust going to reiterate sone
poi nts that have al ready been nmade, words of caution
about using out-of-date terns or inconsistent terns. |
sat through a nunber of rul emaki ngs now representing the
Nat i onal Association of Attorneys Ceneral and have heard
in rul emaki ngs both here and at the FCC all kinds of
industry ternms bantered around and oftentines in an
i nconsi stent manner.

So I think we would caution the Federal Trade
Comm ssion fromrelying on too narrow definitions.

M5. HARRI NGTON:  Thank you. Gary?

MR. PASSAN: Two quick points. One deniable,
non deni able actually has a lot of nmerit to it because
it distinguishes those services that could be term nated

fully which your phone service is not going to be
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avai l able to you. That carries an i nmense wei ght |
believe in the mnd of the consuner.

Non deni abl e nmeans that you won't | ose your
phone service if you don't pay your bill which carries a
different weight, and | think that distinction -- |
understand why the LECs don't |ike that particul ar
demar kation |ine because they would like to put their
enhanced services in the part that says, |If you don't
pay the bill we'll shut off the services, but they like
the third-party's enhanced services to be on the thing
that says, If you don't pay, then we won't shut off your
bill, and | think it's inportant that that be
consistently applied.

My second point very briefly is consistency of
the dispute rule, it seens to ne that if we allow for
many, many, many different levels to exist, then we
allow for many different kinds of dispute processes to
exist, and therefore all we do is confuse the consuners
even nore.

Sotonme | think it should be a very bright
line, and it should be very fundanental, You either |ose
your phone service or you don't if you don't pay this
bill.

M5. HARRI NGTON:  Mar k?

MR. FARRELL: | would Iike to correct what the
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| ast speaker would say, that it's deniable for enhanced
services, and if you don't pay you're going to | ose your
t el ephone service, and that's not correct.

MR. PASSAN. But you would like to.

M5. HARRI NGTON: There is a discussion tinme of
4:15 to 5:15 about the relationship between LECs and
vendor s.

Adam a question or a suggestion?

MR. COHN: Before we go on to the next topic, |
woul d like to hear as succinctly as possible just what
peopl e -- how people think we should define this term
| ocal or interexchange service or how it should be
defined, and we've heard deni abl e, non deni abl e.

W' ve heard sone other things. | know AT&T
menti oned any tel ecomruni cati on charge, but can people
sort of briefly explain what their opinions are and why
they feel that's the way to define it? Does anyone have
anything to say.

M5. HARRI NGTON:  John?

MR, GOODMAN. These are terns that are commonly
used under the Communication Act. They are not quite
terms that are in the act and defined, but there is a --
they were in the Communication Act. That is tel ephone
exchange service which is not quite exchange tel ephone

service, but | think everybody understands that it neans
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| ocal phone service, service in a tel ephone exchange.
| nt erexchange is between two tel ephone exchanges.

As | said these are terns that are -- have been
used for 60 years in the tel ephone regul atory busi ness.
| don't think there's any nystery as to what those terns
nmean.

MS5. HARRI NGTON: Thanks. Briefly now, Peter and
then Jimand then we're going to nove on.

MR. BRENNAN. Peter Brennan TPlI. Briefly
notw t hstandi ng the point that interexchange is a
definition that's existed now as many years, deniable
and non deniable really goes to the heart of the issue
for the reasons that Gary laid out, and so we would
support that.

And | would al so nmake the observation that every
one of the incunbent LECs that responded to the recent
FCC Truth-in-Billing on the issue of whether or not
their particular services that were non deni abl e ought
to be located in the sane part of the bill as our
services and said, You can't do that, people won't pay
whi ch i s sonething we've known for quite sonme tine.

M5. HARRI NGTON: Jimsays so, so | would like to
nmove al ong.

MR BOLIN. If I may add one thing?

M5. HARRINGTON. |I'msorry, | thought you were
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putting your post-it down because you didn't want to
t al k.

MR. BOLIN. Briefly to add to M. Goodman,
fairly workable if you want to only include wire line
service or exclude wire line service. Wether to
i nclude wireless services, you need to go to the
definition of telecommunications in the act, electrons
fromone point wthout changing a content or format.

M5. HARRI NGTON: Al be?

MR. ANGEL: Just trying to provide a record cite
here to the Federal Conmunications Truth-in-Billing
first order, they treat deniable and non deni abl e
charges in their rule at section 64,201 subsection C.

M5. HARRI NGTON:  Thanks, Al be. Now, we're on to
the definition of billing error.

The proposed rule includes billing errors that
some m ght characterize as inquiries rather than
full-fledged di sputes. For exanple, in the proposed
rule the billing error 2 covers a situation where a
consuners asks for additional clarification.

Should this or other billing errors be del eted
in favor of a separate rule requirenent that billing
entities provide additional clarification to custoners
who call to ask for it. Jill?

M5. SANFORD: Thank you. Jill Sanford of the
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New York Attorney Ceneral's Ofice. | have a question
for the FTC staff. The billing error discussion talks
about bl ockabl e and non bl ockabl e services, and
dependi ng whether a service is blockable is a criteria
for the billing error which then can be a trigger for
t he di spute resol ution.

For point of clarity, what type of services are
you tal ki ng about when you nean bl ockable? 1Is that only
LEC bl ocki ng 900 nunbers? Are there other bl ocking
options available? It seens that that's a cruci al
conponent here because it serves as such a trigger in
t hi s whol e process.

M5. HARRINGTON: | think that we nean TDDRA
bl ocki ng. Does that hel p?

MR. BRENNAN:. Make | make a distinction?

M5. HARRI NGTON: Let nme just check with Jill.
Does that 900 nunber TDDRA bl ocking | believe --

M5. SANFORD: So it is limted because we nmade
the point in our comments of, How does a consuner even
becone aware as we nove forward as to what services are
bl ockable, if in fact there's other bl ocking options,
and it just seens like a crucial glue to this whole
pr ocess.

M5. HARRINGTON: It's a good point. Have we

been responsive, Jill?
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M5. SANFORD: | think if the answer is --

M5. HARRI NGTON: The answer is what we neant
here i s TDDRA bl ocki ng.

M5. SANFORD: TDDRA 900 nunber bl ocking, then to
follow up, | think that the Attorneys General have a
real concern of limting it to TDDRA 900 nunber bl ocking
because what if noving forward there are other bl ocking
options that the consunmer is not aware of and then a
consuner is charged for those services but is not able
to submt a billing error and has avail ed hinself or
hersel f of the dispute resolution process?

Are we saying here that noving forward 900
nunber bl ocking is the only bl ocking avail abl e,
therefore -- | don't think we can say that.

M5. HARRI NGTON:  Adan?

MR. COHN: | understand what you're saying.
don't think it's preventing any type of bl ocking that
anyone wants to inplenent. |It's just that the only type
of bl ocking under the proposal recognizes you as
foll ow ng under a specific category of services that
woul d be bl ocked by TDDRA bl ock so you could put in the
former block if you wanted to but the only thing in the
proposal that it contains is typical

M5. SANFORD: But then technol ogi cal advances

that create other fornms of bl ocking, how could the
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consuners even know about the saleability of the
bl ocking to assert a billing error?
MR. H LE: Consuners know edge of bl ocking

option has little to do wth whether it's disputable or

not .

M5. HARRI NGTON: And this --

M5. SANFORD: To assert a billing error though
in reading this, one of the three types of billing

errors not bl ockable and not authorized by the consuner
to be billed, if the consuner chall enges sonething and
then is told, Well, you could have bl ocked it.

MR COHN. It's not bl ockable by a TDDRA bl ock.

MR. HILE: The proposed rule rises in the TDDRA
bl ock so anything that's not bl ockabl e under the TDDRA
mandat e woul d be di sputable so a consunmer woul d have a
br oader range of protection.

M5. SANFORD: So you're limting it to 900
nunber bl ocki ng, because that really isn't what it says
here and how we read it, so it would then really need to
be limted to 900 nunber services that are bl ockabl e.
One cannot assert a billing error but other services
that are bl ockable, that are not bl ockable or are
bl ockabl e ot her than 900 nunber, a consuner could assert
a billing error.

M5. HARRI NGTON: Right. Richard?
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MR. BARTEL: | wanted a clarification on that.
Does that nmean that code, TDDRA has an exception in
there that if the FCC were to all ow ot her codes ot her
than 900 to be used for interstate pay-per-call wthout
presubscription agreenents, that would fall within the
scope of interstate pay-per-call

M5. HARRINGTON: |'mgoing to cut this
di scussion, this particular discussion off if you
don't -- whether you mnd or not actually, because it's
strained on what we really need to focus on for purposes
of devel opnent of record here.

So what | would Iike to get us back to is
whether the billing error definition, the question on
the table is should the billing error definition be
deleted in favor of a separate rule requirenent, that is
the billing error definition that deals wth inquires
rat her than conpl aints necessarily.

Shoul d that be deleted in favor of a separate
rule requirenent that billing entities provide
additional clarification if consumers who call to ask
for it.

Does anyone -- do the people that have their
little post-its up wish to comrent on that question?

Al bert?
MR. ANGEL: Albert Angel, Billing Reform Task
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Force, we would be supportive of that. W think that
clarification is distinctive frombilling errors and

t hat would be an enhancenent to the rule.

M5. HARRI NGTON:  John?

MR GOODMAN: | agree.

M5. HARRI NGTON:  Anyone else on this point?

MR. PASSAN. Gary Passan, TSIA. W agree al so.

M5. GRANT: Susan Grant, National Consunmers
League. |I'mjust not sure how that will work. | can

i magi ne lots of situations where consuners would cal
initially inquiring about sonmething that then turns into
a dispute, and | don't know if you would then count that
one call as being a dispute or because it started with
an inquiry, if you would consider it an inquiry.

| am not sure on a practical |level how this
woul d wor k.

MR. PASSAN: | can speak to that very quickly
using the credit card anal ogy. W have an inquiry
center where we receive inquiries all the time on credit
card transactions. Sone of themturn into di sputes nobst
of them Hopefully we resolve to the satisfaction of
the custonmer, so | think the rule as | read it would
just sinply change the character froman inquiry to
sel ecting one of the many choices of dispute that's

available to the consuner.
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We woul d then track that and process that
transaction appropriately.

M5. HARRI NGTON.  Adanf

MR, COHN. So assuming that we had sonme proposa
that renoved this fromthe definition of billing error
and nmake sone sort of provision for inquiries, would you
think that there would need to be a requirenent that
woul d send the consuner back into the dispute resolution
if they asked a question and were not satisfied? It
sounds |ike National Consuners League felt that that was
i nportant, but how woul d you feel about a requirenent
i ke that?

MR. PASSAN: | think it's in the purview of the
consuner to decide whether it's a dispute or not, and |
t hi nk what the custoner service departnents reasonably
need to do is try to identify whether or not there's
truly a dispute or is it sinply just a transfer of
i nformation.

It could very well be another person in the
house nmade the phone call, and then when it gets into
guestion, the information is provided to the person and
it says, Well, did you look at the tinme of the call,
yes, it was Tuesday at five o'clock, was anybody hone,
yeah, ny husband was hone, why don't you check with him

and if he didn't nake the phone call call us back and
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we'll handle it as a dispute and see what can be done.

| think we do it every day, whether it's a
regul ar tel ephone call question, credit card or a TDDRA
questi on.

M5. HARRI NGTON: Gary, | think you have noved us
right into one of the questions on page 4 that we were
going to take up in the next period, but we're going to
take it up right now, and that is under the topic,
witten responses to oral conplaints by consuners.

First question: "Is there a need for a witten
acknow edgnent that a dispute has been initiated as we
proposed in 308.20(c)(1), or is oral acknow edgnment
sufficient? Are there alternatives such as providing
consuners with a dispute reference nunber?

Di scussion on that point, please? Jill?

M5. SANFORD: Yes. Jill Sanford fromthe New
York Attorney Generals office. [In the National
Associ ation of Attorneys Ceneral comments we supported
t he Federal Trade Conmmi ssion's proposal of a witten
acknow edgnent .

Qur experience with consuner requests -- and by
the time a consuner files a conplaint with our office,
they're pretty angry at having been intentionally passed
around by a nunber of different entities, and a thene in

a nunber of the conplaints has been, | spoke to soneone,
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the billing agent, they said it was going to be taken
care of; the next nonth | had another charge; | called
back, there was no record of ny conplaint; this tinme |
call ed the vendor who had no record of the conplaint.

W feel that the system needs to be formalized
and at a mninmumgiving the consunmer a witten
acknow edgnent of the conpl aint gives the consuner a
reference as to who they spoke with. | think the idea
of even a conplaint nunber is a good idea, but a nore
formalized system | think would hel p resol ve things
sooner.

M5. HARRI NGTON: Gary?

MR. PASSAN. | think we're in al nost 100
percent agreenment. the only difference |I think we would
apply is | think it ought to be the consuners' choice
whet her he wants sonething or not and he should be
enpowered to say, Send it to me in witing and any of
the billing entities ought to do that at that particular
point in tine.

| f the consumers don't want it in witing, if he
has resolution, |I think it increases cost with no
benefit to anybody at that point in tine.

M5. HARRI NGTON:  John.

MR. GOODMAN: | don't think there's any need in

the normal course to send a letter back to everyone that

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



179

calls up the tel ephone conpany with a question or a
conplaint. It does add to cost. |If the custoner says,
| want it in witing, sure, we'll give thema letter,
but to create nore paper and nore cost strikes us as a
bad i dea.

And as far as | can tell there hasn't been any
need for that. There hasn't been any problemw th the
custoners having ultimately failed to get the right
result because of the absence of a letter going back.

M5. HARRINGTON: Allen, follow up question?

MR HLE: Follow up for Gary and John. Shoul d
the rule specifically require that the person handling
this conplaint to say, Do you want this in witing so
t he consunmer knows he can have it in witing, or do you
|l eave it up to the consunmer to ask for it?

M5. HARRI NGTON:  John?

MR. GOODMAN: | think you know what |'mgoing to
say. | don't think there ought to be any requirenent in
the rule. As far as | know on the credit card side
there is no requirenent of a witing in the nornma
course of the kind that you are proposing here so -- and
there's no requirenment of the credit card contact as far
as I'maware of offering a consuner a witing.

|'ve never been offered one by any credit card

conpany that |'ve been contacted by so | see no need.
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M5. HARRINGTON: |'m | ooking at our credit card
experts who are saying that there is a requirenent that
there has to be a witten response to the dispute.

MR. STEPHEN COHEN: If it can be resolved within
30 days, then you don't have to sign a witing.

M5. HARRINGTON: If it about can be resol ved --
fromthe FTC staff and audience, if it can be resol ved
wi thin 30 days there doesn't have to be a witing.

Ckay. Was that question for Gary al so?

MR. PASSAN. Short form | think collectively
there's hundreds of thousands of inquiries and
conversations with consuners done collectively around
this table per year, and nmeanwhile there's been a nunber
of conplaints and in sone areas |like crammng it still
seens to nme that the consunmer -- | think it's reasonable
to believe that they're smart enough to get it in
writing.

They call back a second tine. |If they didn't
get it, | don't think that I would rmake it a
requi renment.

MS. HARRI NGTON:  Susan and Cynt hia, please.

MS. GRANT: |'m confused between di sputes and
inquiries, sonething would be considered an inquiry if
it was a question that could be answered right away. A

person was happy even with that first phone call, then
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they got the answer to their question and that was it,
and it just can be considered an inquiry and doesn't
trigger having to send them any kind of confirmation of
di sput e.

But if it's sonmething that's going to be | ooked
into, then it seens to ne as though at |east at that
point it's a dispute, and | think it's really inportant
for people to have a record of having done that,
especially since there's atine |limt for making
di sputes and because of the difficulty that they have
cal ling back soneti nes.

And | don't really think that we can place the
burden on consunmers to have to ask to get witten
confirmation that they've made a dispute. | think that
is shifting the burden too are.

MR, PASSAN. May | respond to that quickly? MW
reading of that is what they're tal king about is the
initial witings that a dispute has been started. There
is a different paragraph 3 down here that says no matter
what happens, you're going to get a witten response as
to what happened, and to that point | agree with you 100
percent ;.

| think the real question is we told you on the
phone we're going to |l ook at you and now do we need to

send you a letter and tell you we're going to look at it
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and then send you a letter three days later?

It seenms a bit redundant.

MS. GRANT: | disagree.

M5. HARRI NGTON: We have an agreenent to
di sagree. Cynthia and then Mark.

M5. MLLER  Qur assessnent of this continues to
evolve. As | said we're in the mddle of our own
rul emaki ng, but generally it has seened to us that there
is benefit to having sonmething in witing going to the
consuner. It gives them sonething to know that
sonet hing has been initiated on it, and it's kind of
i ke the good guy bad guy.

You think about the good guy and they're saying,
Wiy do you need that extra cost, but they would have
sonething in hand. They would probably have a conpl ai nt
nunmber on it. | knowin a credit card dispute | had,
did get sonething in witing, and it was reassuring, and
| knew that somet hi ng was goi ng on.

MS5. HARRI NGTON: Mark, Al be, and then we may
t ake our stretch.

MR. FARRELL: WMark Farrell wth SBC
Communi cations. | would like to sort of echo John
Goodman of Bell Atlantic's comments that we try to
resol ve customer conplaints or billing questions on the

tel ephone call, and we -- | don't think that there
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shoul d be a requirenent that there be a witing.

VWhat happens is a custonmer will call up and say,
|'ve got a question about that bill, and they' Il say, |
didn't nmake that call. And we'll say, Have you tal ked

to that carrier to get that charge off, and they may

say, Yeah or | can't reach them and we'll say, Well,
you' re saying you didn't make that call, and they'll
say, Yes.

W want to resolve it right then and there, and
we want to resolve it right then and there. W'l |l take
that charge off so the policy of the SBCis where a
custonmer is telling us that they have not nade that cal
or didn't authorize that service is to take that off.

To have a requirenent to acknow edge that in
witing inposes a |ot of expense on the tel ephone
conpany. You've got service reps after every call then
have to sit down and wite a letter. That's a
tremendous cost, and | think that you'll find that
consuners feel that the system works best for them
wor ki ng again orally.

W set up a witing process where we send a
letter to them and then they have to send sonething
back in witing and within 60 days, you're sort of
repl aci ng sonething that can be done over the tel ephone

through a letter, and | think nost consunmers won't find
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t hat conveni ent .

M5. HARRI NGTON:  Marianne has a follow up
guesti on.

M5. SCHWANKE: Well, we've discussed whether or
not a witing should be required or is necessary, but
how about sonething |ess than a witing but sonething?
Li ke Jill suggested a consuner often calls. Then if
they don't get an i nmedi ate response, then they cal
back, and there's no record of the conplaint.

| s there sonething short of a letter, short of a
witing that could substitute as a way for a consuner to
keep track of and follow a particular conplaint like a
ref erence nunber or sonme other neans for just keeping
track of a conplaint?

M5. HARRINGTON: Is that for the LECs or for
anyone?

M5. SCHWANKE: That's for anybody.

M5. HARRI NGTON: Gary?

MR. PASSAN: | hate junping in here, but | think
probably the best analogy here is a credit card. Wen a
credit card dispute is initiated, typically what's
requi red now under Reg Z is the consuner nust send in
witing their dispute.

| think the -- | think if we were going to go to

sonething, | think really that's kind of a well proven
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system where the consuner sends in a dispute. Wat it
is, it's a kind of a signed reference nunber underneath
the credit card system and within 30 days if there
isn't a response, then there nust be a letter out that
says, W don't have a response for you.

That | think has kind of optimzed the cost. It
doesn't put out a lot of letters people don't need, but
it definitely puts out a letter within 30 days to every
singl e person so they know that either the issue has
been resolved or it's still in the process of being
resol ved

So if you would |ike a suggestion, | think
that's one that we've seen work in mllions of
transacti ons.

M5. HARRI NGTON:  Any ot her comments in response
to Marianne's question?

MR. GOODMAN:  Follow up on that point. | think,
yes, if a consuner wites a letter, to begin with the
consuner ought to get a letter in return with a
reference nunber and the whole nine yards, but if a
consuner has chosen to call us even know ng of course
that they have a right to wite us, it suggests that
that is how the custoner wants to handl e the
transaction, could we assign a nunber?

| suppose we could. W don't do that kind of
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thing now Has it been necessary up until now? As far
as anybody inside the industry can tell is that is it
possi bl e? Probably.

MS5. HARRI NGTON. Okay. Al be?

MR. ANGEL: This is an issue that's been ki cking
around for years, and what it really is synptomatic of
is the breakdown of hand to hand coordi nati on between
t he service bureaus and LEGCs.

Now, | think the problemstarts because of
consuners' m sunderstandi ng of what's being acconplished
when they interact wwth a | ocal exchange carrier who's
billing for a service provider, and this is where the
term forgiveness cones in and a m snoner because al
that the LEC is acconplishing in that context is it's
maki ng an adjustnent, taking it off of the tel ephone
bill, but preserving the rights of the service provider
to then initiate an investigation, and this has really
been dodging us for years and years and years.

The Billing Reform Task Force is in favor of
expedi ted handling through oral nechani sns, and we think
that the dispute tracking nunbers is an enhancenent to
that, but in order to really bring it to fruition, it's
going to require perhaps a centralized database where
t hose di sputes can be | ogged and then a service provider

who's following on are at |east has a history of that.
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| don't know that it would be beneficial or cost
effective to put all of this in the witing context. It
woul d just tend to sl ow down a process and then resol ve
result in nmore economc injury down the |ine.

M5. HARRI NGTON: We're going to hear from Peter,
Tony, Susan, and then we're going to take a break.

MR. BRENNAN:. Peter Brennan, Tel e-publishing.
Mar i anne, about your question, it's a lot easier to
handl e on the phone, and what we generally do is we use
as a tracking nunber if you will for inquiries and other
conplaints that we get the tel ephone nunber because al
roads lead to Rone, and that seens to be the best
identifier.

And it may shock the participants, I'mgoing to
agree with the gentleman from SBC on this, that it's
certainly nuch easier to handle these on the phone and
much better for the consuner.

Many types we'll have contact with the
consuner. We'll call them back the next day with nore
informati on or do some scratching around and see what we
can find and it's just -- it's nmuch nore efficient.
Thank you.

M5. HARRI NGTON:  Tony?

MR. TANZI: Thank you. Tony Tanzi from ACUTA.

| think we're in favor of sone kind of witten
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notification. Wat usually happens is the LEC forgives

or adjusts the bill, but the service provider conmes back
| ooking for the noney, and it would be extrenely hel pful
to have sone kind of reference.

We discussed this with the LEC. They nmade the
adjustnent. Wiat it cones down to is tineliness of the
paynment and the whol e i ssue of who's responsible. There
is no paper trail, no audit records, so sone kind of
notification would be absol utely hel pful.

M5. HARRI NGTON:  Susan?

M5. GRANT: | don't really understand what the
problemis in getting a letter out to consuners. It's
not as if this line person in custonmer service has to
| eave their post and go sit down at a typewiter and
type a letter and send it to them

We have what probably is a pretty primtive cal
center by nost of your standards, but when our
counselors are talking to consuners, a letter
automatically goes out through our systemto themthat
acknow edges the phone call and that we've taken the
information, what will happen with it and so on, and |
think that is inportant and | think it's reassuring for
peopl e.

So | don't really understand what the burden

is. I'mall in favor of handling people's disputes over
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t he phone, but | think it is inportant to give them sone
confirmation, especially if there is the possibility

that the issue is going to be raised again by the

vendor .

And when credit card conpani es accept disputes
fromtheir conpany -- consumers they very often issue a
provisional credit. |'ve been in that situation

nmyself. But in the letter you get it says that these
charges may appear back on your bill if in fact the
merchant insists they were |legitimate.

So in that case | think it's very inportant the
consuner receive some comuni cation

M5. HARRI NGTON: Thank you. Now we are going to
take a five mnute |eg break, only five mnutes so that
puts us back in here at 12:52. Thank you.

(Pause in the proceedings.)

M5. HARRI NGTON: We are now on to the rebuttable
if the validity of AN, the proposed footnote 34. Then
we are going -- and then we are going to nove into a
di scussion of the industry database. Handout C, that
the participants have received and is available or if
you need to refresh your recollection while we're
di scussing this about the footnote matter.

Let's start right off with the first question:

How should the rule fairly balance the interest of

For The Record, Inc.
Wal dorf, Maryl and
(301) 870- 8025



190

consuners who have been charged for calls that were not
made using the consuners's tel ephone, against the
interests of vendors who are the victins of consuner
fraud?

(Di scussion off the record.)

MR. ANGEL: All right. The Billing Reform Task
Force is going to pass out a supplenent to handout C
Is this a good tine to do that now?

M5. HARRI NGTON: It sure is.

MR, ANGEL: |It's sonething that's been commented
on before but I don't think people had it.

M5. HARRI NGTON: We're going to keep talking,
while we're handing it out. |If we need to have a
readi ng break when we get to that discussion we wll.
Jill, do you want to begin on the rebuttal presunption
i ssue, footnote 4?

(Di scussion off the record.)

M5. SANFORD: Sure. Again Jill Sanford, the New
York Attorney General's office. | would say, Eileen,
that this was one of the nost troubling and difficult
things for us to grapple with in the rule because |
really think and the Attorney Cenerals believe it's a
t ensi on between conpeting interests in a conpetitive
mar ket pl ace.

A proposal we put forward in our conments is
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that if a billing entity relies on this presunption in
responding to a billing error notice, it shall also
provi de the consunmer with the opportunity to rebut this
presunption with a declaration signed under penalty of
perjury.

So the Attorneys Ceneral felt giving the
consuner an opportunity to cone forward and rebut the
presunption with a declaration was a way to deal with
what we think is a very difficult issue.

M5. HARRI NGTON:  Thank you, Jill. Susan? 1Is

that a | eftover?

M5. GRANT: |I'msorry.

M5. HARRI NGTON: Gary?

MR PASSAN:. | think the TCI A | ooks at the issue
at a very high level. [If you look at the billions of

transactions that are created annually on tel ephones and
are billed long distance, that are billed | ocal, that
are billed in all a nunber of ways to presune that an
ANl record created by an independent third-party is not
a valid business record just sinply on a signature of a
consuner seens to be putting nore weight on a piece of
paper signed by a consuner than the billions and
billions of dollars and billions and billions of
transactions that are out there.

M5. HARRI NGTON: Does the penalty of perjury
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change that cal culus for you?
MR. PASSAN: It certainly inproves it. | am not

sure how many of the average consuners understand what

perjury nmeans, and if we guess -- | guess we would after
the last year or two, and |I'ma denocrat, | don't
know -- I"mnot sure that there's an econom ¢ nodel that

woul d have us going out after those consuners and being
able to win the battle against a consuner just because
we were able to prove that their husband nade a phone
call or their wife nmade a phone call.

| still vote for the fact that the ANI's as
provided froma third-party are prepared in the nornal
course of business should be the final whether a cal
was made, and then if there's a challenge on that and a
service bureau is nmaking up those calls, they should be

subject to all the fraud and power and things that

happen.
MS5. HARRI NGTON:  Peter?
MR. BRENNAN. Peter Brennan from
Tel e-publi shing. Thank you. | wanted to be very

careful not to reiterate the record with the testinony
that we offered.

M5. HARRI NGTON:  Thank you.

MR. BRENNAN. But | would |Iike to enphasize that

inour filing we supplied a brief two-nonth snapshot, a
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Kodak nmonment so to speak about $400, 000 in charge backs
rangi ng -- none of them-- we took out everything under
$50 and in sonme cases $9,000 in a given nonth by about
3,000 consuners, the vast majority of which denied al
know edge.

And we don't have any information, any reason to
suspect that perjury or the threat of them nmaking a
denial with the threat of perjury was conpelling to
t hem

| think dishonest people are di shonest peopl e,
and that needs to be recognized, and we think it's very
i nportant that we continue to be presuned as valid just
based on the evidence. W have no conpelling evidence
to the contrary, and we wonder that if it is not and if
the declaration is to be put into effect, what thoughts
t he Comm ssion has and how far the Comm ssion is wlling
to go to see that that allegation of perjury against a
consunmer who msuses it will in fact sonehow be
enf or ced.

M5. HARRI NGTON. Let's just say for the purposes
of discussion, | would |like the foll ow ng assunption to
operate, that AN based billing does occur for
transactions where no calls were made by the consuner or
by the consuner's line. Just take that as given for the

pur poses of this discussion.
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Then what shoul d happen? Let's flip this. How
does the consuner prove the negative?
MR. BRENNAN: | think fraud is fraud, and it is

the case that sonmeone had put a fraudul ent record on a

bill, that it ought to be treated as such

M5. HARRI NGTON:  John?

MR GOODMAN. | would like to agree. Fraud is
fraud, and I think -- with all the people here whose job

it isto put frauds in jail ought to do that, and the
way to do that is to go after the bad guys and in our
opinion it is not to set up a regulatory schene with a
bunch of rules and presunptions, counter presunptions,
rul es, counter affidavits.

If there are people out there who are doctoring
their records which I take it is what you're saying,
then they are commtting fraud probably under state | aw,
federal law, all types of other things and they ought
nost suffer the penalty of those | aws, and we shoul dn't
try as a matter of public policy to -- well, to prevent
t hat .

And by regul ating tel ephone bills and deci de
that and havi ng databases it seens the wong way of
goi ng about it.

M5. HARRI NGTON: Rick and then Al be?

MR. MOSES: Well, |'ve heard discussion of
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peopl e saying fraud is fraud. Well, that nmay be true,
but it's very difficult for a consuner to sit there and
rebut any indication that that call has not been nmade
when sone call records have been fabricated. W have
seen this on sone bills, and we've gone back to the LECs
to have records pulled but it never existed or it was in
another dialing pattern that doesn't nmatch up

MR. BRENNAN. What did you do?

MR. MOSES: Turned it over to the Attorney
CGenerals office, but here is the problem Wy should
every consuner that has a problem go through the
attorney general? They don't have the staff the sane
that we don't have the staff to investigate every single
one of them

They shoul d be protected fromthis happening.
Now what |'m about to say I'll probably get thrown out
of this room but it's ny opinion, not the Florida
Comm ssion's opinion, but instead of putting our
comments -- when we filed wwth the FTC, we said that we
t hought there ought to be a billing block option.

Since that tinme we've kind of cone up with the
i dea that there should be the reverse of that.
Everybody's tel ephone bills should not be their called
nunber -- excuse ne. Their telephone bill should not

end up being their VISA bill, so what we're saying is
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give themthe ability to have everything bl ocked. Every
consuner in the state of Florida or in the nation should
automatically be blocked fromthird-party billing unl ess
they select the option that they want third-party
billing, and if they want third-party billing they can
select that billing.

MR. BRENNAN. May | respond?

M5. HARRI NGTON: Just one second. W' re going
to have Al be.

MR. ANGEL: Albert Angel, Billing Reform Task
Force. Wth regard to the last point that M. Mdses
made with regard to opt in for enhanced services,
pay-per-call services, that's already been squarely
deci ded by the Federal Conmunications Conm ssion case
i nvol ving South Carolina, and it is the nation's policy
to all ow open and unrestricted access to information
service and an opt in process has been specifically
struck down.

Now, going to the underlying issue, | would |ike
to take a pragmati c approach. W' ve been asked to
accept as the assunption cranm ng and --

M5. HARRI NGTON: |'m asking you to accept as the
assunption that ANl based billing can occur where no
call has been placed fromthe consuner's line by the

consuner.
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MR. ANGEL: Fine. Wuld you want to refer to
that as phantombilling or cranm ng?

M5. HARRI NGTON: Just those facts. |'mnot even
going to characterize them

MR. ANGEL: Let's just say phantombilling
because that's the context.

MS. HARRI NGTON: For exanple there can be
hacki ng. There can be crossed wires. W've seen |lots
of different situations that in fact occur.

MR. ANGEL: Precisely. Wth regard to that
issue, if it falls into the category of cramm ng, we've
heard testinony at this table and there was a | ot of
already prefiled testinony from CERB and others with
regard to proactive efforts of the LECs who identify bad
actors in that context, and supposedly conpl ai nts have
cone way down.

I f you actually | ook at the dollar val ues
involved in ternms of vendor fraud as conpared with
consuner fraud, it's grossly disproportionate on the
consuner fraud side. W're talking two, three years ago
it was estimated at 200 mllion.

Now, sonme of the proposals m ght ball oon that
even further, and this is at the sane tine that phantom
billing cramm ng or non ANl ends up on the bill type of

billing is dimnishing, so if you' re just |ooking at the
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econom ¢ benefits to society, the outcone would be
clearly in favor of having a situation where consuner
fraud is dimnished and bad actors are the subject of
enf orcement acti ons.

| think the | ocal exchange carriers have through
their billing contracts attenpted to weed out the bad
actors, and with additional enforcenent activity, we're
getting a lot better at identifying bills that should
not have been rendered in the first place.

And that's where those CERB guidelines that the
FCC has tenporarily adopted in the Federal Trade
Comm ssi on has noticed have conme in play.

M5. HARRI NGTON: A follow up question from
Marianne and then we'll go to Peter here we go.

M5. HARRI NGTON: That still doesn't answer the
guestion as to what a consuner should do if they get a
bill based on ANl when nobody was hone at that
particular tinmne. How do they dispute that if there is
an ANl record and it's not correct because for sone
reason? Wat are they doing in that case?

MR, ANGEL: The Billing Reform Task Force
responded to that very specifically. W identified
three or four categories that we felt the consunmer had a
legitimate point to make, and they were instances where

they coul d present docunentary evidence of having been
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away or having a |ocal exchange carrier verify that
there was cross wres put on fraud or a police report
indicating that there had been a break-in during the
period of tine.

But that takes into account the far infrequent
nunber of circunstances that arises as opposed to the
every day occurrence that results in $200 mllion of
servi ce debt fraud.

MS5. HARRI NGTON:  Peter?

MR. BRENNAN:. The presunption that you' ve laid
out is probably the direct result of sonme of the 800
redirect issues that had been discussed earlier in the
i ndustry because there had been a court action that we
had fought, and I also don't nmean to mnimze the
concerns of consunmers who have been broken into, who
have had their phones subjected, who for one reason or
another are the victins, as are we, of this kind of
unfair, unscrupul ous abuse.

But there is also a great deal of abuse that
effects us, and by any neasure, by neasure of dollars
and cents, by neasure of anmount of transactions, this by
far outwei ghs the kind of abuse that you
are talking to. It exists everywhere.

What about the subscriber here of 941-383-8605
who charged back $1, 800, or 813-977-8646, $1,302.15 in
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t he course of one nonth? This is real abuse, abuse that
is not only borne by us, but it is borne by the rest of
the consuners that end up paying for this too.

So | certainly don't nean to mnimze the
concern, but as a matter of fairness and logic, | think
it's inmportant that this portion be recognized.

(Di scussion off the record.)

M5. GRANT: Eileen, | never got to go.

M5. HARRI NGTON: Wait a mnute. W're going to
pi ck up the discussion we were having with Susan
Jacque, Richard, and then we're going into the
di scussi on about handout C and the possibility of an
i ndustry database and its utility. HELP

So, Susan?

M5. CGRANT: Susan Grant, National Consuners
League. W know that phantom billing happens and
consuners have to have a way of rebutting it, especially
since we're tal king about having a billing notice that
woul d go out to themsaying in part that the vendor
woul d have the right to pursue the charges if the
di spute wasn't resolved and the vendor felt that they
were |legitinmte.

Consuners are not going to be in a position to
know how t he phantom billing occurred. They're not

going to be able to hire a private investigator.
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don't think the phone conpany will be anxious to

i nvestigate each and every one of these situations, and
the police certainly are not going to be interested in
havi ng people cone to file records, unless we're going
to make this a crine.

Maybe we should, but it seens to ne that the
proposal for an affidavit is a nodest one. | think that
it would probably screen out a | ot of consunmers who
m ght casually try to abuse the system but wouldn't go
quite that far, and for the ones that are really bad
actors, | think they can be and shoul d be bl ocked by the
vendors fromfuture ability to get their services, and |
know that we're going to be getting into bl ocking but I
think that's the obvious sol ution.

M5. HARRI NGTON: Okay. Thank you. Jacque?

M5. M TCHELL: Actually mine is a clarification
for Rick of Florida with regard to his comments, if you
want to hold me |last before Exhibit C that woul d be
fine, if sonebody else had a cooment on what we're
t al ki ng about .

M5. HARRI NGTON. Thank you, Jacque. Richard?

MR. BARTEL: Yes. | just wanted to bring to the
attention of the participants that there's another form
of fraud that's energing that |'ve just became aware of

and that is the phone conpani es should be aware of. |
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found this in a magazine call ed 2600. COM and that's that
ANl can easily be switched, neaning ANl can be factious
or sonebody else's ANl can be inserted and the nethod is
by use of hacking of the SS7 matter to switch itself so
that may be another area that may create sone billing
issues in the future.

M5. HARRI NGTON: That old SS7 problem | knew
it would come back. Peter?

MR. BRENNAN:. Just response to the |ast two.

Yes, hacking into the SS7 network is sonething that
every consunmer knows how to do. It's very easily done.

M5. HARRI NGTON: Are you being facetious or
serious?

MR. BRENNAN: |I'msorry, |'m being facetious.

M5. HARRI NGTON: Let the record reflect we have
a W senhei ner.

MR. BRENNAN. Pl ease Italicize ny remark. On
the other thing, the substantive point that Susan G ant
rai ses, in many cases, yes, we do bl ock abuse and that
is a large part of the solution, and I think that the
w despread acceptance of that practice by the industry
has certainly hel ped, but that's |ike saying essentially
that your first information cannot be sonething that can
is not sonething that you can sell, and that's |ike

saying the first one is on the house.
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And if we wanted to offer a service and market a
service in such a way that the first one would be on the
house, we m ght do sonething |ike have ten mnutes free
at the beginning of the call, but I don't think we're
allowed to do that anynore, are we?

So it's a workable solution. It happens
eventually that they do it, but it's not fair to expect
the industry to be giving away our service.

MS. GRANT: You could do it free as long as
there's a signal that tells people when it ends.

M5. HARRI NGTON. Jacque, let's get to you. |I'm
sorry, Gary, and Albe. Gary and then Al be.

MR. PASSAN: I'll just junp in with a couple
quick ones. If it's the case that the consuner should
be able to trunk a certain class of records, and | think
we all agree that there is sone possibilities that in
fact they are right once in awhile on those issues, then
| think that the FTC s proposal to have a docunent
si gned under perjury | think is very good.

The only I think I would suggest is to raise the
bar even higher, and that is to place sone sort of civil
or financial penalty associated with that | think.

Wth all due respect, there's a lot of |awers
in this room sone fol ks that understand perjury in a

ot nore detail than others, whether it could be brought
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to bear against a consuner | think it would be
difficult.

The other thing I would suggest is earlier
persons comrents that if that is going to be inplenented
and it seens like there is value in that, then | think
there needs to be sone -- as | said | don't understand
the issue taken to task on that, and | don't know how
to -- | guess | don't understand the issue of perjury
wel | enough to know that we would do on that from an
i ndustry perspective.

M5. HARRI NGTON: Al be?

MR. ANGEL: Wth regard to the situation where a
consuner is bew | dered and sees a bill that they don't
understand and they question it, | wanted to highlight
two industry infrastructure issues that mnim ze the
concern you're identifying.

First, in an instance where a person is
di sputing a 900 charge, nore often than not the LECs
procedure is to adjust that charge, and the industry by
and large, and | think this can be statistically
supported, does not pursue one tine adjustnents.

Secondly, for the Bell Operating Conpany or
i ndependent tel ephone conpany who's actually
adm nistering the billing on behalf of a service

provi der, the old adage where there's snoke, there's
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fire. You can readily identify soneone who i s phantom
billing because it's associated with a particul ar
provider, and all of the consuner conplaints are making
the sane allegation, and that will lead to a quick
term nation of that particular provider.

M5. HARRI NGTON: Jacque, for the |ast word
her e.

M5. M TCHELL: The question is a verification
point for Rick and his coment, and |'mgoing to bring
it up 30,000 feet. The comrent that he nade whether it
was a personal position or the Florida PC position, that
his cormment with regard to blocking all third-parties,
woul d just point out that it would be inportant for the
states as well as the FTC to not becone overly
burdensone in the rulemaking in that in the event the
third-party blocking is inplenmented, and I will assune
unl ess you correct ne that you're tal king about al
third-parties, that that woul d be casual dialing 10-10,
that could be zero plus, operator or any third-party
ki nd of arrangenent which could |eave your child in the
m ddl e of the road sonmewhere in the mddle of the night
which |I''msure you wouldn't |ike.

But that's a very burdensone for the industry,
not to nention the anti conpetitive positioning that

could be created in that world for the |ocal exchange
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carrier who would have total control over that end user
not because they want to necessarily but because it's
going to be handed to them and we will not have an
opportunity to work with our user or our client.

The LEC will have full opportunity to be able to
sell their own services which are in conpetition to the
service providers that we provide billing for today,
whether it's voice mail or whether it's caller 1D blocks
or any of those things, so just to clarify caution that
t hat doesn't becone too burdensone.

M5. HARRI NGTON: Let's shift gears and talk
about the possibility of an industry database and how it
m ght or m ght not address sone of the issues that we've
been tal ki ng about .

W would like to have a relatively short
di scussion of this possibility, that is, let's go for
about 20 m nutes and see where we are and also invite
and permt supplenental comment to address the questions
that we have raised on our handout C but let's get into
it.

How woul d consuners -- if we did a database how
m ght consunmers be identified? Wuld they be identified
by tel ephone nunbers, nanmes and addresses, any ot her
t houghts or just on a database general ly?

Gary?
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MR. PASSAN. Now you are in an area that | know
sonet hi ng about after having tal ked all day.

We've | ooked at this in the industry a | ot of
tinmes. In fact there is a sonewhat anal ogous dat abase
in the credit card business operated by a third-party
shared gl obal, and that database contains negative and
positive information about consunmers and usage of credit
card based audi otext transactions.

And that program has been | argely successful at
managi ng charge back rates and mnim zing the --

m nim zing the confusion that is out there.

The key to it turns out not to be tel ephone
nunbers, and | think that's probably -- that's probably
alittle bit of a shocking statenent, and the reason for
that is that | think everybody thinks, Ckay, well if
this person is bad we'll put their tel ephone nunber in
t hi s database and we won't give them any ot her business.

M5. HARRINGTON: Is the key S7? SS7?

MR. PASSAN: No, it's not SS7 either. But
you're getting closer. It turns out the key that we' ve
identified in mnimzing charge backs in fact is
tracki ng the nane of the consuner itself.

It turns out consumers that represent a
significant piece of this problemin fact change their

t el ephone nunber on a regular basis. There's sinply no
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prohi biti on about a person changing their tel ephone

nunber. They call up and do that or they add a second
line or third line and they do whatever they feel they
need to do to continue to abuse the services provided.

So for the database to be effective it nust

contain a billing name and address. For the industry to
be effective even without a database, | think this is
al so part of the discussion, is that billing nane and

address of that consuner when there is a dispute or when
there is an adjustnent should be returned to the service
bureau or to the vendor along wth as proposed in the
FTC ruling the sufficient information to identify them

Wiy is that the case? That's the case so that
the service bureau in business today can see who they're
doi ng business with, because if they can see that a
singl e person is abusing the system they have the
choice then of termnating business with that specific
consuner or using third-party collection practices if
that's appropriate for collecting on those specific
transacti ons.

So we're very strong for the concept of industry
dat abase. W think that's a good thing, but even nore
inportantly we think it's inportant that the current
i ndustry even w thout the database provide the nane and

address on all disputing calls. These are our custoners
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too that we're doing business wth.

M5. HARRI NGTON: Okay. Thank you. Al be?

MR. ANGEL: Wth regard to the issue of
dat abase, since it was not a subject that was
specifically requesting coment in the nost recent
Federal Trade Comm ssion request for conments, we sort
of have to go back to what we were trying to lay out in
1997, and the key point is this.

To the extent that we're adopting dispute
resol ution procedures that are substantially simlar to
those that are articulated in the Fair Credit Billing
Practices Act and the Truth-in-Lending Act, we're trying
to liken our industry to that industry that operates in
the credit card context.

And just now you heard Gary articul ate why the
dat abase utilized by shared global in assisting that
segnent of the industry is effective, so the Billing
Ref orm Task Force two or three years ago was really
aimng to develop a real tinme capability of m nim zing
risk and identifying fraud.

So the whol e concept of the database is a
situation where potentially in the future we could have
real time information deposited into a database that is
tracki ng adjustnents and potentially al so tracking

charges that are going to appear on a tel ephone bill.
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And in that fashion, if the industry were
relying on that database in order to determ ne based on
their own individual criteria whether or not to extend
service based on a set of circunstances that are
individually determ ned by the service provider, it
woul d be a very good thing.

It would parallel that which operates in the
credit card arena today, for exanple, for those who had
t he experience of having a shopping spree and then
finally getting to a nerchant that says, Your card has
been declined because of potential fraud and then they
call back to the database and there's a verification
that the person who's using the card is not a thief but
i nstead the person on the shopping spree, then the
transacti on goes forward.

All we're advocating is a parallel database
functionally within the tel ephone industry, particularly
in light of the possibility of tel ephone-billed
purchases being billed to tel ephone nunbers.

Now, the handout that the Billing Reform Task
Force has just distributed is an effort to really keep
this conversation short. Wat we really it was we
reached into the very provision that was troubling sone
anong us, and this canme out in the '97 workshop.

AT&T for exanple while expressing support for
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the notion of a database was fearful it m ght be
considered retaliatory reaction, so we devel oped sone

| anguage and submitted it as proposed anendnent to the
Federal Trade Comm ssion rules, and it nmerely says that
to the extent that the industry is going to develop a
shared dat abase, they're going to follow all of the
existing rules as they pertain to privacy, security and
credit reporting.

And if we limt our discussion here today to
just that point, in other words, at a very global I|evel,
assunme that a database could exist and it would be in
conpliance wwth all the existing rules, is that good or
bad, the Billing Reform Task Force woul d say, yes, it's
good.

M5. HARRI NGTON: Adam has a clarifying
guesti on.

MR COHN. This is for the TSIA  Your proposed
dat abase you say will include BNA, but how would it work
when a consuner called a nunber? Wuld there -- would
it be blocked? Whuld they hear a recording that says,
Your nunber is bl ocked because you're on this database?
What woul d actual |y happen?

| assune that ANl would be the triggering
recogni zing factor that woul d get soneone bl ocked,

right? 1Is that --
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MR. PASSAN. Yeah. This could easily turn into
about a three-hour conversation, but in short form I
think the inportant elenents is recent usage. As Al be
just defined, typically what we see in abusive callers
or bad actors, I'mliking that word all of a sudden, bad
actors in that particular area is they do run up a | ot
of business relatively quickly.

MR. COHN: How would you identify --

MR, PASSAN. That would be identified by AN .
Then what we find is that -- and that business could be
spread over a |arge nunber of conpanies, so therefore
it"'s difficult for any single conpany to see, but an
aggregate could be nuch nore observable, therefore
[imting the anmobunt of abuse that continues on.

But what we find is there's a historical pattern
in many of these people, that once they found out they
create anot her tel ephone nunber, and our ability to link
t hose things together over tinme being able to see
behavior as a trend, would allow us to target specific
i ndi vidual s that are abusing the system

And | think if that started to get out and was
wel | known that you can't beat the system forever,
eventually you' re going to have to cone responsible for
it, that -- and that could be done for the BNA side of

t he house, that we would be able to start to turn around
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the i ssue of charge backs on the industry.

MS. HARRI NGTON: Susan and John. John, did you
want to say sonething or has your point been covered?

MR. GOODMAN: | was going to ask how it was
going to work and I think | heard that.

M5. HARRI NGTON: Geat. Susan?

M5. GRANT: | was enlightened by that as well.
There are sim |l ar databases, for instance, people who
write bad checks. It would have to squarely fall under
the credit reporting requirenents because you have al
ki nds of issues of people being able to dispute
i naccurate information.

| ' m especially concerned about how you tel
whet her people with the sane nanes are the sane
persons. For credit reporting records and for the check
records, information is usually available to the people
that conpile those records including the social security
nunber of the consuner, which hel ps in deciding whether
it's this John Smth or that John Smth.

| don't know if that information would be
available. 1'mnot sure how people would be able to
di spute the information in the database if there wasn't
sonme way of clearly identifying who they are and
differentiating them between people wth the sane nanes,

so | wonder if you would address that.
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MR, PASSAN. First off, I think in general
think the industry is absolutely in agreenent that --
and | think Albe's statenent here | think is a
conpilation of that, is that the systemhas to be
operated under the applicable federal and state | aws
whi ch woul d -- and those kinds of things.

So the database woul d be operated in a manner |
think consistent with the | essons that have been | earned
over the last 25 years here. | think as it relates to
the key, what's the one fairly unique handl e that gets
mat ched up, | think, yes, Social Security nunber,
driver's license nunber. Those are all useful, driver's
I i cense nunber, that should be one of the better keys in
t he checki ng database, probably nore than Soci al
Security nunber is.

It turns out -- ny guess is that the LECs al
have Social Security nunbers of their particular |ine
subscriber, if that's who we're attacking because that's
the ANI, that's who owns, it, and so | think providing
the Social Security nunber along with BNA at the tine
that the information is made avail able to the database
woul d al |l ow t he database to act very efficiently.

WIIl there be sone problens in it? Sure, |'m
sure there are problens in all the databases that are

out there today, whether it's the database for the | ong
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di stance or the checki ng database and so on and so
forth.

| think the credit reporting agency | think
resol ves those issues amcably relatively quickly I
t hi nk.

M5. HARRI NGTON: Let's ask one of the LEGCs,

Mar k, your mnenbers?

MR. FARRELL: Mark Farrell with SBC. W haven't
had time to really study this in depth, but I would |ike
to give the following prelimnary thoughts. This
dat abase seens to have shifted the focus. The focus of
the rules was to protect consuners announced to protect
service providers, and ny thought is that this database
woul d di scourage people fromcontacting us about
di sput es.

Let's say they have a charge on the bill that,
Hey, | didn't make that charge but now -- now after they
dispute it, it's going to be put into sone type of
dat abase, and as a LEC, |'m concerned that you're
tal ki ng about Soci al Security nunber, et cetera, et
cetera, and | imagine part of this database and you're
saying you're going to get all this information fromthe
LEC, the communication the customer has with us, we
treat that as a private conversation

And there are rules that govern us that in the
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Federal Tel ecomunications Act and Congress felt it was
i nportant those conversations be treated as private
conversation and there's certain exceptions to this, but
it seens |ike this database, all of a sudden we have to
turn over all this information, | think consuners would
not want that.

They order service fromus. They give us
certain information but then to know that we're going to
turn around and provide it to sone third-party database
that service providers only services are going to use to
not sell them 1've got concerns with that.

And |l astly | would point out that the
recoll ection or the RBOCs through the billing contracts
do provide data so they do know who's calling in saying
they're not making those calls, and the service
provi ders can use that data.

M5. HARRI NGTON: Mark Hertzendorf has a
guesti on.

MR. HERTZENDCRF: Yes, | understand from sone
comments nmade earlier that vendors are already bl ocking
calls fromspecific consuners to specific information
providers. |'mwondering under what circunstances that
is done and how effective it is in controlling charge
backs and if this database, industry w de database is

utilized, are there any ideas about how effective that
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w Il be in reducing charge backs?

M5. HARRI NGTON: Al be?

MR. ANGEL: The answer to that question is that
it's done on an ad hoc basis by many conpani es.
Typically the practice of the industry is if you're a
servi ce bureau and you receive a charge back adjustnent
froma | ocal exchange carrier, interexchange carrier,
you woul d enter into that database and bl ock any further
access by the consuner. Particularly with a routing to
a nessage that says, If you -- you' ve been deni ed access
to the call because of prior charge back activity, if
you wish to contest it call this 800 nunber.

Now, that | think is fairly uniform but done on
an individual basis, not a centralized basis.

M5. HARRI NGTON: Peter, answer to Mark's
guestion?

MR. BRENNAN. Yes, again on an ad hoc basis, we
in the two nonths which data we represent, indeed our
filing, we took those ANls and had them bl ocked and
found that 10 percent of the people after having denied
-- after denying all know edge tried again during just
one five-day period that we tested.

To the other gentleman's point, | think that at
| east from TPI's perspective, | don't know that it's

necessary that we | ook to the Bell Conpanies for
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driver's license information or anything beyond nane and
address and tel ephone nunber.

| think -- we look at this as an ounce of
prevention with a pound of cure, that this is sonething
we need to do to -- to do our business, and frankly it's
di si ngenuous for the conpany from SBC to say that they
provide us with informati on when they don't provide us
with the adequate information to do what the | aw all ows
us to do which is to chase people whomthey' ve charged
back when there's been a dispute. Al we have is phone
nunber .

M5. HARRI NGTON: Just another tantalizing
comment that foreshadows the discussion we're going to
have from4:15 to 5:15.

MR. BRENNAN:  Anot her point, another reason the
name and address is increasing critical to this
di scussion is because of the short answer of phone
nunbers we found in -- again in this beta test that |
described a mnute ago, we found there's been a
significant nunber of consunmers who are on the
dat abase. They get an instant nmessage saying, Please
call the office directly, it doesn't go to these fol ks
or anybody el se to LECs or anybody el se.

And we found situations where the nunber that

the person is calling fromhas actually been reassigned
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in some cases 30 days after it was abandoned by a prior
subscriber. There are so few phone nunbers that LECs
have needed to do that.

So this is really been an inportant step in us
under st andi ng who are consuners are so we can provide
adequat e custoner service and frankly so we can live
with our risk. Thank you.

M5. HARRI NGTON:  Thanks, Peter. John?

MR. GOODMAN:  Just an observati on.

M5. HARRINGTON. Is this a response to Mark's
gquestion?

MR, GOODMAN: It was a response in a couple
things | was hearing. | don't think it was a direct
response.

M5. HARRI NGTON. Hol d one second. Do you have
anything different to say?

MR. PASSAN. No, | was going to ask --

M5. HARRI NGTON: | was wondering if your
response would be different than Al be's or Peter's?

MR. PASSAN: No. M response is a little nore
guantitative. |If we take a look at the credit card
conpani es and we |l ook at this highly proprietary secret
information, if we |ook at our own mmjor service bureau
in ternms of what percentage of the calls we turn down

because we have negative information, it's sonmewhere
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around 35 percent of all of the 900 calls.

We' ve heard fromthat consumer before and we
turn them down because we have specific recourse
information fromthem

Now, that -- that's kind of a scary nunber.

It's a nunber that's accunul ative over a | ot of years,
and | think it's subject to sone of the problens Peter
is tal king about here in terns of the fact these nunbers
have probably been reassigned, and they try. They hear
our nessage and they don't bother calling our 800 nunber
to get a fix. They go soneplace else so that's part of
the character of having an instantaneous type product,
and we probably should be doing a better job with that.

But | think it's indicative of the fact that
there's a real need out here to inprove upon and share
the data and be allowed to share the data and the data
is going to be useful.

MS5. HARRI NGTON:  Marianne has a follow up
guesti on.

M5. SCHWANKE: | think | understand from what
you have indicated and what Al be has indicated that if a
consuner di sputes a charge, then they're put into your
per sonal conpany dat abase.

Wul d that be the sane tricker to put themin

the industry w de database and if not, what would be the
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tricker? | think we're trying to get at consunmers who
consi stently defraud conpanies, but |I'm concerned about
the fact that sonebody that disputes --

M5. HARRINGTON: If | can refine that, what
consuner protection would be needed if such a database
were in place? On our staff handout one of our concerns
is howw || accuracy of information in the database be
assured, and | think that relates to Marianne's
guestion? | think there's both an issue of whether one
the other is how does the consuner receive notice, and
di spute inaccurate information that provides the basis
for bl ocki ng.

And Gary, we want you to answer all those
gquesti ons.

MR. PASSAN. | was going to say | get to put a
| ot of opinions out today that normally don't exist. |
think history would tell us that it's not a good idea to
make the final decision in the database, but to provide
in the dat abase enough historical information that each
conpany can -- the consuner is charged back one call.

One conpany may say, Fine, | don't mnd giving
t hem busi ness, they charged back a couple, three years
ago, forget that, | don't care, let's do business with
them Anot her conpany m ght | ook at sone guy that
charged back $9,000 | ast nonth and say, You know what, |
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may of fer him business but I'"'mgoing to send himto
custoner service, and we're going through this little
process with themto see if we can determ ne whet her
this is sonebody we shoul d be doi ng business wth.

So ny recommendation is that the database
shoul dn't have the decision as much as it should have
enough information to be useful.

M5. SCHWANKE: How woul d that be inpl enented
t hough? | f sonebody calls, how would that --
automatically if search done of the database what ki nds
of information can be transmtted to the -- during the
call itself to allow -- that doesn't sound |like it needs
a person, it needs soneone to | ook at what the
information is to nake a decision? How would that work
i nst ant aneously when soneone call s.

MR. PASSAN:. W do it in a second.

M5. SCHWANKE: So soneone | ooks to see what
information is in the database and deci des whet her or
not --

MR. PASSAN: It's a conbination of humans and
full automation. It turns out about 97 percent of those
deci sions can be made relatively straight forward with a
reasonably sophisticated piece of software |ooking at a
| ot of different information and maki ng that judgnent

call, and we tune that all the time.
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There's 3 percent, there's enough anbiguity. It
bounces to custoner service, and then custoner service
has access to that information, and they |look at it and
t hey make a judgnment call based on policies and
procedures that are based in front of them

Not hing is perfect, but it seenms to work fairly
well on the information that is available, and | think
it really comes fromgetting nore information is
better. The nore we can see consuner |eads across a
broader base, the better decisions are going to be based
by everyone.

M5. HARRI NGTON:  John?

MR. GOODMAN: It may be a question on the
dat abase, but it sounded |like in addition to having
i nformati on about consuners who have -- have nmade calls
to these nunbers, there would al so be sone kind of
ongoing information or call in nunber specific
information in the database that the custonmer according
to your records nmade ten calls to the particular 900
nunber .

Is it because | can -- | can picture ny friend
in the privacy community getting outraged about a
dat abase that has in it every 900 call that he's nade
over the last two years, and | was just guessing that

woul d be a problem | could be wong.
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MS. HARRI NGTON: Debbi e Hagan is in the audi ence
bl anching, and | don't know if that's fromthe privacy
statenent or her own personal experience.

MR. PASSAN. The short formanswer to that is it
woul d have to be billed again consistent with the
federal and state | aws associated with everything from
privacy to communications to howit's handled from
m sinformation basis and so on. | think it's the
deadbeat dat abase that's been provided by the | ong
di stance business is a classic exanple that it can be
done.

It's a real question of do we have the authority
todoit, and I think is what we're | ooking for here
t oday, and do we have the cooperation to do it.

M5. HARRI NGTON: One qui ck question. How easy
is it or do you give notice over the phone to the
consuner that they've been placed in the database if
there's notice given? One of the -- I'"'mgoing to ask
Al be to answer that.

MR. ANGEL: The answer --

M5. HARRI NGTON: Because you say in your
proposal that this would all be done in full conpliance
W th existing consumer protection |aws so what about
notice, which would be | guess the equival ent of being

deni ed credit because of infornmation that's in a credit
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report.

MR. ANGEL: Yes, notice would be provided, but
really to give you

M5. HARRI NGTON: Over the phone?

MR, ANGEL: Let ne explain it by saying |est you
t hink we've worked out these details, we have not, and
nmoreover the Billing Reform Task Force was well on the
road to doing that before the Bell Operating Conpanies
in specific instances started shutting down our billing
agreenents, so you can't exactly build an extension to
t he house when the right side of the house just
col | apsed.

So realistically we wanted to get there but now
we have other issues that are nore front and center.

M5. HARRI NGTON:  Ri chard?

MR. BARTEL: Yes, it seens to ne that
information service providers don't really have a duty
or an obligation to provide those services to consuners
so they should be able to cut off the service to a
particul ar consuner or class based on their own private
dat abase.

There should be a higher trigger with this
i ndustry database. | agree wth that concept. However
the question arises, the fact that you can usually cut

of f consuner access by ANl is an adequate renedy to
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[imt your risk and financial |osses, so that you don't
need to get the address fromthe | XSs necessarily
because the address for the LECs would be used for a | ot
of ot her purposes other than the collection n.

And secondly, maybe there should be an aging
process for this database required, so that nothing
stays in the database for nore than six nonths, and it's
nmore of a penalty for soneone that keeps the sane AN,
and it also protects the new subscriber to the ANl who
happens to pick up a phone nunber from sonebody who was
a probl em subscri ber.

M5. HARRI NGTON: Let's hear from Larry.

MR, GOOD: Larry Good with El ectronic Comrerce
Association. A brief note regarding database, | think
that there are -- there needs to be sone protection for
the consuners along those lines but that with all other
attenpts industry wide and al so sone governnent attenpts
and attenpts between the United States and Europe to
resol ve sonme of these matters that fall under this
category, it is probably best to stir away fromthat and
i nstead to have sone guidelines which suggest that al ong
the lines of what BRTF are suggesting here there be
adherence to sone guidelines that exist el sewhere.

M5. HARRI NGTON:  Tony, you've been very

patient.
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MR. TANZI: Thank you. Just a quick question.
| f the database were built and this would be an industry
wi de database, this is nmy understanding, correct, and
t el ephone nunbers were used, would there be a mechani sm
for a custoner to voluntarily include thensel ves on that
[ist?

MR. PASSAN. You can send your ANIs directly to
me if you would |ike?

M5. HARRINGTON: It sounds to nme |like a
suggestion since we understand the details are not
known.

MR TANZI: And to reiterate what Richard said
about the next person in the seat using that tel ephone
nunber, that seens to be another chronic problemin the
environment that | represent since they do turn over
every six nonths or eight nonths of students having a
tendency to nove every three or four days to a | ocation
they like within the canpus.

MS. HARRI NGTON:  Jacque?

M5. MTCHELL: | nerely have a conment about
that segnent of this world that seens to be perpetrating
a lot of fraud. Those people are noving in and out of
or at least the clearinghouse perspective is that we're
seeing themnoving in and out of the regul ated

environnent into the CLEC environment and back so
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they're shifting nunbers so consistently that we can't
trace themso that would be a consideration for a
dat abase.

MS5. HARRI NGTON:  Peter?

MR. BRENNAN:. Thank you. | wanted to address
Mari anne's question which went to the issue of accurate
i nformati on and consuner protection. This actually
provi des conpani es who -- conpanies |ike ours who are
aggressive in -- we think we're aggressive in terns of
our consuners protections. W use a very light hand in
everything that we do, and our consuners who are nedi a
for the nost part insist that we do, that it gives us a
chance to really long and design an approach that m ght
be different than other people and for other kinds of
servi ces.

This really is true of the next generation of
t he bl ocki ng options which consuners have al ready and
t he sponsor initiated blocks which carriers and others
allow, so we would be able to take information. The
primary focus would be that a consunmer would call and
woul d be referred not to an 800 nunber or an instant
message, you can't get here fromthere, Sorry you can't
get here fromthere to you but to an 800 nunber that
woul d go to our office where we could nmake sure the

informati on we have is correct and make sure and verify
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that they hadn't noved, that it wasn't a new nunber and
there wasn't a problemw th the information

So | think this is a better step toward
addressing the kind of concerns that you had about
[imtation.

M5. HARRI NGTON: Last word, Al be.

MR, ANGEL: To build on Peter's point, the whole
vision with regard to this database really is to address
all of these consumer concerns and at the sane tine
build a database that's providing information to
conpani es so they can nake very reasonabl e deci si ons.

But part of the process is that there are
algorithns that work that are al so scoring a person's
usage. If | was a heavy user of 900 services and the
dat abase was keeping track of that and knew that to be
the case, that nost of those charges never got disputed,
but then | called a 900 nunber and it was a bad product
and | wanted to charge it back on that reason, that
service to other services would not be bl ocked because
the person has a positive history of paynent in this
ar ea.

And the one or two instances where the charge
back was legitimate and justified will be overl ooked, so
t he databases that operate in this arena on a

centralized basis are very sophisticated because they
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rely on algorithns. Al the conpanies here do not have
the capacity to do it individually and noreover woul d
not meke the investnent unilaterally.

But by getting the clearance fromthe Federal
Trade Conm ssion, however you want to state it with
severe reservations with regard to the foll ow ng issues,
woul d at | east clear the way towards establishnment of
such a centralized dat abase.

M5. HARRI NGTON:  Ckay.

M5. GRANT: Could I just ask one question?

M5. HARRI NGTON: Yeah. [|I'mnot sure | am going
to |l et anyone answer it.

M5. GRANT: It's Susan Grant, National Consuners
League. Just a point of clarification, Al be, you' re not
tal ki ng about a dat abase though that has information
about all the 900 nunmber calls that people nake. You
are just tal king about a database that people would be
put in if they had been flagged as a probl enf?

MR. ANGEL: |'mtal king about both, both
negati ve data and positive data and to allay concern the
centralized database as | envision it to not involve a
situation where the service provider is getting a
custoner priority information.

Al they are getting is an indication whether or

not this is a tolerable risk given their paraneters of
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risk. In other words, for exanple, envision the credit
card nodel where a nerchant is put on warning that
there's been a lot of charges to that card or the card
IS no |longer in-service.

It's functionality of that sort, not let's have
a field day with centralized database and | earn
everything about a consuner that we can | earn about
their past experience, so on and so forth.

It wll be totally with the objective of
preserving the privacy and confidentiality of the
consuner but at |east giving the vendor an opportunity
tolimt risk fromsoneone who is honest.

M5. GRANT: Then | do have trenmendous concerns
because we don't in fact have |aws that we could even
reference to say there should be guidelines foll ow ng
these laws to protect that information from marketing or
ot her uses that consuners may sinply not want.

| really did think that it was anal ogous to the
check databases which | don't think contain information
about every check that you wite, just when bad checks
are reported, and if it was [imted to bad aggregators
for 900 nunbers or other information services, | would
be nmuch nore confortable but this just raises other
concerns for nme along the privacy.

M5. HARRI NGTON: What we are going to do as |
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said earlier is |l eave the record open for additional
coments on these handouts that we are using today

i ncl udi ng handout C, so, folks, take a | ook at these and
if you want to nmake additional comments or raise

addi tional issues, get those in in witing by June 4,

pl ease.

Now we're going to nmove on. W want somne
di scussion on this last item the designated billing
entity but it really folds nicely into the dispute
resol ution process and the vendor LEC rel ationship
di scussion that we're going to have. Wat | would |ike
tois we had this unschedul ed five m nute break, and
there's no such thing as a free lunch so we're only
going to have a ten-m nute break now and we are going to
resune at 4:15.

(A brief recess was taken.)

M5. HARRI NGTON: Let nme nake a comment for the
record. We're about to enbark upon a discussion that
sonme may think has nothing to do with protecting
consuners under TDDRA, but | would to everyone that
first of all the TDDRA has a broader purpose and that is
to ensure the integrity and vitality of pay-per-call and
t el ephone-bill ed purchases.

And so whil e consuner protection is our

principal responsibility at the FTC, we are al so
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concerned that we attend to the statutory purpose, and
secondly one thing we know at the Federal Trade

Comm ssi on perhaps better than nost agencies that are
engaged in consuner protection work is that conpetition
and protecting conpetition is a fundanental form of
consuner protection.

So both because this agency exists to pronote
fair nmethods of conpetition and protect the narketplace
fromunfair methods of conpetition, thus protecting the
consuner's right to a variety of choice, and al so
because of the statutory purpose, we think that this is
a highly relevant topic for consideration in this
pr oceedi ng.

Now we' re going to tal k about vendors and LECs
or | guess if Jerry Springer were here, we would talking
about LECs and the vendors who don't |ike themvery nuch
or LECs who don't like the vendors very nuch either.

Let's go right to the first question. Should
the rule encourage tinely reporting of charge backs to
vendors? If so, how can that be acconplished and if not
why not ?

Pet er?

MR. BRENNAN: Peter Brennan, Tel e-publishing.
Yes.

M5. HARRI NGTON: Thank you. That was a succi nct
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answer .

M5. HARRI NGTON: Gary?

MR. PASSAN. We certainly applaud your comments,
and | think that's very consistent wwth how we feel.
This is a consuner issue. The LEC vendor relationship
has a -- has a dissymetry which | think we're all very
cl ear about, and that is the LECs are very large. They
own the last mle to the honme and they have an i ncunbent
posi tion.

The third parties that wish to use the LEC bill
whi ch has been promnul gated through regul ati on and
| egislation and are out there trying to do the best job
they can. There are certainly conpanies out there that
have been abusive of that, but | think that the rule can
inprove the relationship in a couple of fundanenta
ways.

First, the nost tinely information about a
consuner is passed forward, the |less confusion there is
going to be in a consuner's mnd. |If in fact when the
service bureau or a vendor hears about the fact that a
consuner has disputed a transaction a year later, it
makes it difficult to carry a substantive and reasonabl e
conversation or nodify the behavior of your system or
provi de or inprove your service.

So therefore it's absolutely critical that the
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charge back information be dissem nated in an extrenely
tinmely manner, and |I think froma conpetitive
perspective, the fact that the LEC can wi thhol d that
informati on and can be a conpetitor of third parties
allows themto have a distinct conpetitive advantage
over the third parties because they know who is paying
and who isn't paying.

So it seenms to nme that information should be
di ssem nated as quickly as possible, and I'll go back to
my earlier point, it should be dissemnated with a
billing name and address so we can contact the consuner
so we can resolve whatever the dispute is and non
paynment issue in the nost tinmely manner possi bl e.

M5. HARRINGTON: | would like to point out the
next question too and encourage especially the LECs to
junmp in, why don't LEC makes BNA and TDDRA bl ocki ng
information avail able to vendors, and Mark Hertzendorf
has a question as well.

MR. HERTZENDCRF: |'mwondering if any of the
LECs currently preclude secondary collection by vendors
after they forgive charges, and if anyone wants to
approach that topic fromany angle, | would be
interested in hearing what you had to say.

M5. HARRI NGTON:  Li nda?

M5. YOHE: |'mnot sure which question to answer
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first. W do provide billing information. It's a
product tariff, interstate and intrastate tariffs. M
presunption here is that for TDDRA-bl ocking information,
that that's bl ocking what we have that would preclude a
900 to be dial ed.

Therefore, I'mnot sure what the problemis with
associating that with billing nane and address because
ot herwi se they would have to dial a nunber besides the
900 to get to the vendor, which wouldn't allow the
vendor to have -- if they have express authorization
that's required, why would the vendor not have that
custoner's billing and their address through that
process?

Because certainly TDDRA bl ocking is the 900
bl ocking at the switch which neans that that cal
woul dn't go through that way. Therefore the custoner
woul d have had to dial it a different way of accessing
that information or those services being provided by the
vendor .

Sol'malittle bit confused about why the
vendor if they're getting authorization, express
aut hori zation, fromthe custoner wouldn't be able to get
custonmer nanme and address fromthat, but specifically we
do have billing nane and address and it's avail abl e.

M5. HARRI NGTON. Let ne ask a question of Al be.
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Does the availability of BNA in product form neet your
objective or is there sonething else that you' re | ooking
for here?

MR. ANGEL: The availability as a product is a
beneficial thing. 1It's not universally avail able and
where it is available it's expensive and sporadi ¢ and
out of date.

M5. HARRI NGTON: Okay. John? You're not John.
Kris. I'msorry. John's gone. Kris is back. Kris.

MR. LAVALLA: Bell Atlantic HAS al so of fered BNA
as a product intrastate THROUGH and the FCC and further
we offer a product through our care process which al so
provides billing NAME and address and that's avail abl e
to any carrier as well as clearinghouses so it is
avai |l abl e.

If it's an issue of price, that's a different

issue. It is available and to ny knowl edge it's up to
date. It's not stale information which should be
avai | abl e.

| guess | would reiterate what Linda said, we're
not sure froma TDDRA perspective when we bl ock 900 what
t he val ue of know ng that because it's a swtch issue,
and if | dial a nunber the call doesn't go through so
there's no need to have that information or what woul d

you do with the information I will get? | would pose
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the question |like that.

M5. HARRINGTON: | would like one of the vendors
to respond to Kris's question and then Marianne has a
guestion. Wuld one of the vendors, Peter, would you
expl ain the val ue of TDDRA bl ocking information to the
vendor ?

MR. BRENNAN:. The basis on which we believe the
val ue of having that information is so we can understand
who our consuners are. Againit's -- | don't know any
nore general way to put this. I1t's disingenuous for FTC
and Bell Atlantic to suggest they provide BNA when they
only provide it to carriers or people that have specific
agreenents with them That information is not. |It's
only in the case of Bell Atlantic that information is
not avail able to vendors.

M5. HARRI NGTON: Can you hold on a second.

Kris, is that true that this information i s not
avai l abl e to vendors?

MR. LAVALLA: It's not available to service
providers. [It's available to our consuners whether they
be carriers or clearinghouses but not --

MS. HARRI NGTON: So vendors can't get BNA
information fromBell Atlantic.

MR. LAVALLA: That's correct.

M5. HARRI NGTON: Okay. Peter, continue.
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MR. BRENNAN. | forgot what the second part of
t he question was.

M5. HARRINGTON. |1'Ill cone back to you, no
problem Al be and then Richard, please.

MR, ANGEL: | wanted to give a good exanpl e of
part of the dynam c here and the problem Just a nonent
ago we were tal king about bl ocking, and the observation
was made that there is TDDRA bl ocking at the switch, and
before we had a di scussion about billing errors and
whet her or not -- let's envision a consuner who calls
and says, you know, | put a block on 900 and | o and
behold there's a charge on ny bill which is 900.

Now, in that instance the | ocal exchange carrier
m ght in fact be handling that inquiry but it's nmy basic
understanding in that context that if the block were to
be inserted by the | ocal exchange carrier and they
failed to do it and the consuner was charged, that
charge back woul d go back to the information provider
reduce their revenues, result in frustration on the
consuner part and LEC woul d have no fi nanci al
responsi bility.

It woul d pass the paynent done the line, so to
the extent the National Association of Attorney Cenerals
identified failure of blocking to work as a billing

error | think that's a great suggestion, and noreover |
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t hi nk we shoul d enhance that by saying, and it's a LEC s
responsibility to pay for it.

M5. HARRI NGTON: Richard, are you taking your
post-it down?

MR, BARTEL: Yes.

M5. HARRI NGTON: Gary?

MR. PASSAN: | can speak sonewhat for our
conpany, and | was conferring with another nenber of our
associ ation, we've spent the |ast probably year trying
to get BNA fromthe LECs. | think at this point we have
about 70 percent coverage, substantial set up fees, very
substantial rules and regulation. W had to go out and
get ourselves a CID code so we could register our --

MS. HARRI NGTON. A what ?

MR. PASSAN:. A CID code, carrier
identification --

M5. HARRINGTON: Carrier, it relates to the SS7.

MR. PASSAN: Yes, for a couple quarter mllion
dollars we can explain all that, but we've had to junp
through a ot of hoops, and | think really to go to the
source of this, | think all we're really asking for is
is that this ruling bring forward sonething that says
that this information will be nade available, will be
made available on a tinely manner to the vendors so that

we can do what we need to do in terns of building a
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relationship with the consuners on a qui ck basis.

| can tell you I've sent files off to sone of
these LECs and it's been six to eight weeks before |'ve
gotten back the BNA responses. O her ones they have
online systens that are very sufficient and work very,
very wel |

| don't believe | can go to SBC today, and if |
put my 900 provider hat on, | don't think |I could get a
BNA rel ationship fromyou guys. | know that for a fact.

M5. HARRI NGTON: Let ne ask that question
directly. Linda, do you nmake BNA information --

MS. YOHE: To carriers and clearinghouses that
have a BNA rel ationship with us.

MS5. HARRI NGTON: But not to people whose only
relationship is a vendor using us as a billing entity.

M5. YOHE: | believe the tariff is related to
carriers.

M5. HARRINGTON: So that's a no.

MS. HARRI NGTON: No. Marianne has a question.

M5. SCHWANKE: It sounds to nme |ike Bel
Atl antic and SBC provide BNA to cl earinghouses, that an
alternative source of BNA if the providers in the
servi ce bureaus have their contracts with the
cl eari nghouses and the cl eari nghouses can get BNA. Wy

can't service vendors get that froma clearinghouse?
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M5. MTCHELL: [|'mnot a contract -- Jacque
Mtchell, I"mnot a contract expert but | would imgine
that there's sone | anguage in that contract between the
cl eari nghouse and the | ocal exchange carrier that would
prohibit us fromreselling that information using it
perhaps for our own use but I would think -- | don't
know t hat .

M5. HARRI NGTON:  Kri s.

MR. LAVALLA: There is sonme restrictions in the
tariff which says that the information being provided
can only be used for the purpose of a billing. Whether
| guess that would be a legal call whether -- you
certainly wouldn't be able to resell that information or
pass it down the line.

But if it was one of your consuners had
requested specific information for the purposes of
billing and you had it fromus, that nmay be avail abl e.
| think it would be a question to ask froma | ega
perspective. W wouldn't want to give you BNA
i nformati on on consuners just to have you dissemnate it
to all your consuners.

M5. HARRI NGTON: Mari anne?

M5. SCHWANKE: | mght just have a
m sunder st andi ng about billing collection and tariffs,
but it's ny understanding that billing collection is a
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detariffed service and so why are you tal ki ng about
tariffs in connection with billing collection
agreenent s?

MR. LAVALLA: Kris Lavalla, Bell Atlantic, the
billing name and address is actually a tariff service
filed in both the intrastate and FCC, and it wasn't
originally and then it was put back in the tariff and
|"mnot sure of all the reasons why but it is currently
tariffed.

M5. YOHE: Billing nanme and address is not part
and parcel of billing and collection services. Billing
collection services is a separate product and billing
name and address is a tariffed product.

M5. HARRINGTON: | want to ask a different
guestion now and it's in the agenda. Can the rule play
a role in encouraging LECs to continue billing for 900
nunber services?

We've heard a fair anmount of comrent that the
LECs are not -- fromthe vendor comunity, that the LECs
are not as eager and willing to bill for 900 services as
t hey once were. Kris?

MR. LAVALLA: Kris Lavalla, Bell Atlantic. |
guess | would put that in the converse. | think the
rule could play a role in discouraging continued billing

for 900. The nore conplicated it gets and the nore
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costly it becones for the LECs to do the billing, they
coul d have a di sadvant age, di sadvant ageous effect.

M5. HARRI NGTON: What is it about the current
rule that nmakes it conplicated for LECs to bill?

MR. LAVALLA: |I'mnot sure that in the current
rule it is that conplicated to bill. W've gotten past
the hurdle. W have the disclainers that were on the
pages, segregated on the bill page. People understand
900, but if we get into this area of expansion of the
definition and when -- what types of services these
rules we have are going to apply to and start changi ng
bill formats and a | ot of other issues, it becones
i ncreasingly nore conplex and costly.

M5. HARRI NGTON:  Mari anne?

M5. SCHWANKE: Peter has indicated it's been two
years since we |ast net that the environnent has
changed, and |I think others have al so indicated that
LECs -- | nean, the proposal is not in effect. The
current rule is in effect.

What has changed in the |last two years to have
the result that the LECs are being less and less willing
to bill for 900 nunbers?

MR. BRENNAN. May |7?

MS. HARRI NGTON:  Peter.

MR. BRENNAN: Peter Brennan, TPI. Two
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significant trends, one is there's an increasing
tendency on the part of LECs to wite the charges off,
and we' ve seen charge backs escalate, and there are al
ki nds of patterns which we've docunented in our
testinmony we can supplenment it later if you have nore
guestions, but so there's that.

So that the actual integrity of billing and
collection, when it's gone in our case fromthe five to
si x percent range of uncollectibles to the 18, 20
percent range, | think 18 is a figure that's in -- it's
in the docunents.

It neans that the whole viability of this as a
solution and to the ability to offer these services has
been called into question, how many busi nesses of any
type can operate with 20 percent bad debt, and frankly,
our applications because of the nature of them being
fairly |l ow cost and various other factors have -- are
| oner than many other sectors of the industry, so that's
one thing. The other thing --

M5. HARRI NGTON: Peter, could | interject with a
guestion? Are you saying that when the vendors have
hi gh charge back rates the LECs stop billing for then?

MR. BRENNAN:  No, |'msaying --

M5. HARRI NGTON: The vendor is saddled with a
bi g bad debt?
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MR. BRENNAN: Yes, in many cases we don't know
until 11, 12, 13 nonths or later. Renenber 70 percent
of the charge backs, and again docunented in the record,
70 percent of the charge backs cone in after four nonths
so a third of a year has passed and given the fact that
phone nunbers are reassigned as we've nentioned at the
table already within six nonths, the ability to exercise
our rights to collect and the ability just to plan and
run a business is severely hanpered by this.

MS5. HARRI NGTON: One of the questions in the
agenda on this topic is whether the rule should do
sonething to encourage tinely reporting of charge backs
fromthe LECs to the vendors and | guess fromthe
cl eari nghouses to the vendors as well, and | woul d be
really interested in LEC comment on this as well as
vendor comment and continue with your response.

MR. BRENNAN. The other thing that's happened
and perhaps it's a reflection of the LEC s ability soon
to again be offering conpeting services in the
mar ket pl ace, and a great deal of other upheaval which is
going on in the marketplace for |ocal exchange carriers,
but LECs are now informng us that and inform ng our
agents whether they will be | ong distance carriers or
conpani es, other conpani es who handl e coll ection events,

that they will no | onger honor those agreenents, they'll
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stop honoring them when they expire.

To put that in real terns in the case of GIE who
has been public about this, GIE represents about ten
percent of American consuners so in a matter of nonths
10 percent of American consumers will not have access to
900 services, so that's 10 percent of the market which
we wll no |longer be able to reach.

And SBC has been very aggressive about its
approach to setting specific limts -- | don't think
we're given to paranoia but we think it has sonmething to
do with their own commercial considerations. USWst has
taken an application area that consisted of 25 percent
of the marketplace and said, W're not going to bill and
collect for that anynore and go down right down the
l'ine.

In Bell Atlantic there's -- our conpany has had
a history of rather public disputes reaching one case
into the content of our newspaper saying we're not going
to bill and collect for ads that say that, it was thrown
out in summary judgnent when we went to court on it, so
there is a docunented and a well known tendency on the
part of the LECs to shoot this industry dead.

And for those of us who participated in the
process over tinme it was particularly frustrating, it

was sonet hing, the work we have done around this table
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historically over the past 5, 6, 7 years was worki ng and
we're going to push those businesses into other corners
where consuners don't have these protections.

M5. HARRI NGTON: A LEC response, Linda.

M5. YOHE: |'m concerned about your paranoi a but
| do want to | guess clarify sonething for the record.
Consuners, 10 percent of the custoner base is not going
to be denied access to 900. Wat you're saying is
they're not going to have LEC billing which is a totally
di fferent nethod.

Billing and collection services are conpetitive
services. There are plenty of billing providers out
there, so |l think it's msstating very nuch that that
custoner won't have access to services.

Wth regard to tinely charge backs, when a
custoner calls and di sputes a charge and we adj ust that
charge on our bill, that adjustnent record goes back to
the carrier of the clearinghouse, the provider who has a
contract with us for billing, and we provide those
adj ustnent reports on a daily basis, a weekly basis and
a nont hly basi s.

And it's up to the carrier, carrier cones in and
determ nes how often they want to seek those options so
| have trouble sonewhat with what is considered a tinely

adjustnment. Certainly carriers have it within their
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power to get those adjustnents on a nore tinely basis.

Sonme of the concerns that |1've heard tend to
deal with the fact that they don't like the cost or it
seens that there's this notion that these services need
to be provided for free or at such -- | nmean, | think
there's the cost argunment on the table, and all [|'m
suggesting is that we do provide those adjustnents on a
tinmely basis and the carriers can purchase or set up
their reports to get adjustnents on a daily basis.

M5. HARRINGTON: All right. Let's talk to a
carrier. Jimfrom AT&T, can you say anything to us
about the carrier's role in a tinely reporting of charge
backs.

MR BOLIN. I'malittle bit at a | oss because
frankly I didn't cone prepared to tal k nuch about this.
| can say that AT&T | guess along with Sprint is in a
rat her unique role as being both a LEC and an I XC. W
do sone billing. W also act as an interexchange
carrier on that basis.

| can say that we have al so seen a | ot of
evi dence of incunbent LECs, BOCs in particular, trying
to inpose on us as an | XE on threatening billing and
col | ection services.

We have sonme -- our own belief | can't say we

have any evidence, our own belief is there's [imted LD
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entry and they're trying to advantage thenselves in the
mar ket .

M5. HARRI NGTON:  Mari anne?

M5. SCHWANKE: | have a follow up question for
Li nda. Wen you said you provide information on a
tinely basis to the carriers is that a different context
than the pay-per-call? Wuld you be bringing the
information directly to the cl earinghouses in the
pay- per-call.

M5. YOHE: If the call is adjusted, it's
adj usted back to the billing entity. Wether that be a
carrier or a billing clearinghouse, you nay be the
billing agent for a sub entity but it's adjusted back to
the carrier or entity who has the contractual
relationship with us.

MS. HARRI NGTON:  Jacque?

M5. M TCHELL: Thank you. A comment t hat
think will help clarify this too a bit. There is an
anopunt of tinme that is involved in this process that you
have to be concerned about, and that is fromthe date of
the call, fromthe time that the end user may perhaps

make the call for the adjustnent, some two, three, four

nmont hs coul d pass dependi ng upon when | |look at ny bill,
who | ooks at the bill. Is it nmy husband, is it ne, is
it -- who is it.
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So there's a fair anobunt of tinme that could pass
before -- it becomes visible. Then the call is made to

either the LEC or to the service provider or to the

cl eari nghouse who acts as the contracted billing entity,
the inquiry center, if you wll, that could take
anot her -- maybe that's another four.

We receive that information. W issue the
adjustnment. |If the call goes to the LEC perhaps, while
this cl earinghouse, Billing Concepts, is on a daily
delivery of adjustments, that daily delivery of that
adj ustnrent coul d be an adjustnent that was four nonths
ol d.

On average across the LECs we are seeing
anywhere on adjustnents four to six nonths, receipt of
that information based -- because of that situation with
how hold the call is the information is pretty current,
but it's old news because it's old calls that are being
witten off.

Let nme speak before you say anything el se about
bad dealt. The earliest we see any bad debt across the
LEC i s about eight nmonths, and it cones first from
Sout hwestern Bell, and fromthere the average i s about
12 nmonths and then at that point it's -- at the final is
18 nont hs where we see the end of this bad debt process.

So there's a very elongated tine period where we
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don't see information and the service providers need
that. It's critical information to be able to turn end
users off that you were perpetrating fraud or don't want
t he service.

M5. SCHWANKE: Somewhere in the witten conments
made the suggestion that if by contract the billing
cl earinghouse is the interoceptor for consuner
conplaints, if the rule required that in that case and
if a consuner called a LEC, that LEC woul d be required
to nerely forward the call to the billing clearinghouse,
woul d that hel p any of this problen?

M5. M TCHELL: Jacque Mtchell again. Let ne
suggest that our contracts with the LECs indicate that
they are to make that referral imediately to us. W
are working with one of the LECs in a warm or hot
transfer where when the call conmes to that center, the
LEC actually sends it to us, and we're in active
negoti ation right now with another LEC investigating
this process to see if that's a viable possibility.

We serve as that contracted party, and the LEC
may receive a call froman end user who i s so adanant
and | don't think I'mbeing too strong here -- but the
end user is adamant that they do want to nmake the next
call. Hence the reason we want to do this warmtransfer

arrangenment because we don't want that end user to have
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to be troubled by having to dial another nunber.

W really want to make it easy for themand in
the GTE case it's working beautifully. Absent that the
LEC has no recourse but to say, okay, M. End user,
that's fine, and I'll rem nd you fromthe conversation
we had this norning from Mark Farrell where he reported
that when that call comes in and they have to take
action that they do satisfy that end user, that they
make that end user happy.

And | would suggest that it is to their benefit
to make that end user happy because in the future as
they are available to |long distance, that end user is
very happy with the |ocal exchange carrier. | hate to
use the termno skin off of their back but there is no
skin off their back. |If the LEC can nake the adj ustnent
the adjustnent gets passed to us. The clearinghouse
will then pass the adjustnment down to the service
provi der.

But et me remind you if in fact the service
provi der di sappears, the clearinghouse eats it so it is
to our best benefit or to our benefit to ensure that
t hat whol e chain works and that that information gets
into the stream as quickly as possible.

M5. HARRINGTON. Let's hear fromLarry and Al be

and Hel en and then Adam as a coupl e of questions.
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MR. GOOD: Larry Good, Electronic Comrerce
Association. | want to respond to the comment that
there are alternatives to 900 billing. Practically
speaking there aren't always alternatives and al so the
consuners in many cases have a preference for billing
t hrough t he phone conpani es.

M5. HARRI NGTON:  Hel en?

MS. SCHALLENBERG TI LLHOF:  Hel en
Schal I enberg-Till hof with Sprint Local, and froma non
RBOC LEC perspective and listening to Jacque's comrents
about the warmtransfer and i medi ate satisfaction, LECs
are supposedly giving consuners froma Sprint Local
perspective that was not a response to keep consuners
loyal to us as a LEC. That was a response to nmany
state's PUC pressure to handl e that custoner and no
| onger handed off to anyone el se to resol ve custoner
conplaints and to quick referring them

That was what that was in response to.

M5. HARRI NGTON: Al be?

MR ANGEL: | would like to see if | can' pick
up a nunber of the comments that were made in the
previ ous discussion, but I would like to start with the
general observation, lest you think that there's just an
anxi ousness and willingness on the part of |ocal

exchange carriers to serve the 900 market, | would say
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their intentions are el se where lately, whether it's the
hot and sexy Internet or their desire to get into |ong
di stance or other areas, that's where the focus is.

900 services is a backwater service that is
declining in significance and they've had no real
inportance to it on a going forward basis.

Secondl y, and nost troubling we see the baby
getting thrown out of the bath water. There's a |ot of
this anxiety associated with cranm ng, and conpani es
i ke GTEs ostensibly responding to cranm ng articul ate
the intention to stop billing for 900 all together even
t hough a vast segnent of 900 billed nmessages are not
problematic, and | think both agencies, the Federal
Trade Conm ssion and the FCC, have docunented that but
in the instance of special record billing and the 4250
area or cramred nessages, they're willing to forsake the
entire market.

And the lady from Sout hwestern Bell, SBC,
indicated that there are conpetitive alternatives.

Well, that's sonething that the Billing Reform Task
Force has specifically invested some noney in to
respond.

Peter earlier nmentioned that we're going to be
submtting into the record an econom c study that we've

comm ssioned and that study wll show that there are no
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conpetitive alternatives open to people that operate in
the casual billing arena for pay-per-call service. W
don't know who these people are that are calling us.

The credit cards are not available to nany of the people
that nake the calls. Were they are the charge back

| evel s would I ead to instantaneous term nation of the
provider as a result of the category of calls.

And it's been for years the saw of the LECs that
they're conpetitive alternatives, you can do it
yourself. Even if we wanted direct bill, we wouldn't
have access to the information on the person who called
us in the first place, so we're going to submt fairly
per suasi ve econom c testinony that establishes an
enpirical basis for the fact that there are no
conpetitive alternatives.

And we take the position that billing is an
essential facility, that the Bell Operating Conpanies
are in possession of that by virtue of their nonopoly
status and in order to further the purposes of TDDRA and
wi de availability of information to consuners throughout
the United States, they cannot block or stop billing
unil aterally.

Wth regard to the question of tinely
adj ustnents, the real problens seemto be associ ated

wth so-called treatnment where there's been a parti al
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paynment on the bill and it gets put to the side as they
pursue their own independent collection efforts, but
they don't tell us that these independent collection
efforts are going on.

So if it takes them six nonths to get sone
paynment, then they'll take that paynent for the basic
segnent of the businesses and then alert us to the fact
that by the way those calls that were nade a year ago
are not going to be selected on and it cones a year
after there's been sone notice of the fact that the
consuner is not going to pay.

So it's not that they don't give us tinely
information in all instances. |It's just that an ever
growi ng segnent continues to be a problem

We don't have leverage wwth the | ocal exchange
carriers. W're left out of the negotiating process as
a whole. The information providers and the service
bureaus in the 900 segnment rely primarily on AT&T and
MCI because they're the ones that are submtting the
billing records to the LEC and they have other fish to
try fry.

They're just not interested in 900 and when it
cones to renegotiating billing collections agreenents,
they're nore concerned with consunmer records in tol

area than they are with regard to 900, so it's an issue
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that constantly gets left off in the negotiations.

And then finally, there's this dynam c where
ostensibly for the right reasons the LEC tried to be the
inquiry of last resort for consunmers who have issues,
and it's a noble purpose, but unless we really reform
the process and create the right incentives, there's not
going to be a situation where the person who should be
handling the inquiry, the service provider or the cal
aggregator or the third-party billing entity should take
that call in the first instance.

The notion of a warmtransfer is an excell ent
i dea, but as you're hearing this is one LEC after ten
years of this industry, and what's anazing is that there
are collection efforts that are undertaken by the LECs
t hensel ves for amounts that consuners have run up

And whil e sone of these anounts involve 900
services, the industry as a whole has yet to see one
penny of return for those collections efforts. It's
al ways yielding benefits for the regul ated side of the
i ndustry and never for the enhanced side of the industry
notw t hstandi ng the fees that have been paid.

That's a nmouthful but it gives you a pretty
accurate understandi ng of what's goi ng on.

MR. HARRI NGTON: Thank you, Al be. You had sone

guestions, Adam
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MR COHN: | just -- this is a quick one. | was
wondering if anybody had any further comment about the
two portions of the proposed rule that woul d address the
tinmely reporting of information fromthe LECs to
vendors. | think there's two provisions. One is if the
charge has been forgiven, and | know there's been issues
rai sed about the termforgiven, and there's another
provi sion about if a charge isn't disputed wthin a
certain amount of tine.

Does anyone have any further comrent
specifically about those two proposal s?

M5. HARRINGTON: Kris and then Al be, please.

MR. LAVALLA: Kris Lavalla of Bell Atlantic. On
the issue of time, | guess tine sufficient to nmake the
claim and | think Jacque laid out the tine line pretty
well. Sonetines these consuners don't call for severa
nmont hs before they take a |l ook at their bill and decide
that they've got a problemw th some of these
pay-per-call services, so it's been Bell Atlantic's
policy not to have a hard and fast Iimt that if you
don't make a claimw thin 60 days, you're out of I|uck.

W woul d entertain clains as they cone in,
particularly if it's a first tine where there's no
hi story of an adjustnent so we would not be in favor of

maki ng that a cut off tinme frane.
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M5. HARRI NGTON: Al be and then Tony.

MR. ANGEL: W're thrilled by the active role
that the Federal Trade Comm ssion is taking on the
timng issues. It's sonething that the Billing Reform
Task Force has been advocating and we're glad we' ve been
heard. The other characterization of the kind of
billing operations that the | ocal exchange carriers run
is that it's a | oose operation, and it's not uniform and
it could be a lot tighter for everyone's benefit.

So to the extent that there are clear signals to
consuners, vendors and the LECs know what the ground
rules were, we're all benefitted.

The 30 day reporting of the adjustnent data is a
great bright line because we don't want to get sonething
that's six nmonths old. The 60-day reporting fromthe
consuner alerting themto the fact that just don't sit
on your bills, if you see sonething suspicion, report it
on atimely basis. That doesn't foreclose the ability
of a LECto give it adjustnent.

It just gives an alert to the consuner that they
are going to lose rights with regard to di spute
resolution if they don't do it within a tinely basis,
and by creating the right incentive nore of this stuff
will come into the system sooner which will enable

vendors to protect thensel ves.
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The final time criteria is the 120 day non
recourse itemwhich is also of great benefit. It neans
to the extent that treatnment is being pursued by the
| ocal exchange carriers, it can't go on indefinitely.

At sonme point just wite it off, tell us it's bad debt
and we're pleased to know within that time period that
you' ve made that concl usion.

That was the firmrecomendati on of the Billing
Ref orm Task Force which was an entity that was forned
under the auspices of the Interactive Services
Association five years ago, and it's finally conme to
fruition.

M5. HARRI NGTON:  Tony?

MR. TANZI: Thank you. | just want to nmake sure
that my understanding of this is correct, and |I'm goi ng
to speak fromthe consuner point of view It is not
unusual for me to have ny bill rendered from Bel
Atl antic maybe four to five weeks -- I'msorry, let nme
restate that.

It is not unusual for nme to have ny bills
rendered fromthe LEC at | east three weeks after the
bill date closes, and it is not unusual for me to have a
bill that is hundreds and hundreds and maybe a thousand
pages long, so to inpose a limt of 60 days for

reporting, have that burden placed on ne, the University
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| " m speaki ng of now, and ny staff where we're required
by federal rules because a | ot of nobney cones from
federal funding, to certify that we've audited the bil
and we have to make inquiry when charges appear on the
mai n University bill that were generated by people that
are not responsible for the bill to say that we believe
120 days is not just reasonable, but absolutely
necessary before in this case that 120 days are too

| ong.

| would Iike you to have an opportunity to wal k
you through how long it takes for us to piece that bill
together fromall its different sources once it is
provided to us, and to try to interact wth a nunber of
vendors, it's not unusual to have 30 or 40 different
vendors listed on that bill that we have to investigate
charges fromand we're not the exception.

We're probably the average anongst the coll ege
and University environnment.

M5. HARRI NGTON:  Ri chard?

MR. BARTEL: This discussion rem nds ne of
trying to nail the general to the wall but | think the
real solution lies on the front end, and that is to give
the consunmer an incentive to nake tinely dispute of a
charge and maybe say if the consuner were to report or

di spute within a certain amunt of tinme after billing,
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they woul d be given a provisional credit and if that
nunber of days goes by, there's really no particul ar bar
to dispute later on other than sone outside limt.

But to give the consuner an incentive to | ook at
their phone bills because these are segregated. It's
not |ike you have to go through a thousand pages to find
your pay-per-call charges.

MR TANZI: Can | respond to that? It's not a

guestion of segregation. It's really a question of
trying to trace back the legitimacy or illegitimcy of
the call. The bills are clearly presented by vendor.

Trying to interact with the vendor, trying to determ ne
who nmade the call, for what purpose, trying to determ ne
how to get in contact with the appropriate person within
the vendor community is really the issue.

The presentation of the bill is straight
forward, the process beyond that is horribly convol uted
and it tags back to things as necessary as reference
nunbers, because every tine we call, we deal with a
different person and we start the process over again.

M5. HARRI NGTON: |'m wondering if anyone who did
not file witten conment on the |ast question under the
timng i ssues section, that question is nonthly or other
referring charges, is there a way to protect consuners

who notice a recurring charge after several nonths?
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Anyone that did not include that in their coment? For
exanple, I know the AGs did.

Does anyone who did not include coment on that
guestion have anything to say on it and think about that
while I call on Al be?

MR. ANGEL: | just wanted to provide an insight
with regard to what Tony just said. In the special
ci rcunstance of a University, you by and | arge have an
organi zation that presents special circunstances. Now,
it had been ny understanding up until today that
Uni versities by and | arge bl ocked 900.

They just didn't want to open thenselves to a
situation where they were going to be encountering
prem um charges fromtheir dormroons, but then | spent
alittle time talking wwth Tony, and it | ooks |ike we've
conme full circle here because providers Iike McroSoft
and Dell and Conpag have conputer support services that
are free up until a point where the el apsed m ni nrum has
been used.

They then role into a 900 and it turns out that
the universities particularly with regard to their staff
and their professors want to provi de access to those 900
nunbers that they provide access to, which is a good
t hi ng, and di spute resol ution procedures probably work

pretty well in those contexts, and we've tal ked through
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sonme technical ways in which they can imt fraud, even
in those instances.

But just to think that the garden variety
si ngul ar household can't review their pay-per-cal
charges within a two nonth tinme frame probably tilts it
the wong way.

M5. HARRI NGTON:  Now, does anyone who did not

wite on the | ast question want to say anything on it?

Tony?

MR, TANZI: Could I ask you, one | ast
clarification? 1t's not just pay-per-call. There's al
ki nds of services that apply to the bill we're having.

M5. HARRI NGTON: Thank you. Richard, did you
want to say sonet hi ng?

MR. BARTEL: | didn't file on this. [|'Il nake
it brief. Again | don't think there's -- there's an

assunption that all 900 nunber calls must be billed on

the LEC bill, but the exchange carriers that carry the
traffic can -- the LEC bill is not the only place that
the billing mechani smcan be invoked. It can be invoked

at the interexchange level simlar to a credit card
nunber .

You call a 900 nunber. You get a recording and
you put in your credit card nunber or calling card

nunber, whatever it happens to be, maybe followed by a
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PIN if necessary, so |I'mnot sure that the Federal Trade
Comm ssion needs to get involved in contractual

rel ati onshi ps between the LECs and vendors nore than it
needs to get involved at the front end when giving

i ncentives to consuners to | ook at their phone bills
nore cl osely.

M5. HARRINGTON: Al right. | think that we
ei ther have exhausted this subject or we've exhausted
you. | want to nmake a coupl e of comments about tonorrow
nmorni ng and then we're going to go right to public
participation. Tonorrow norning we're going to spend
really the entire norning on the issue of
aut hori zati on.

The first discussion is on obtaining proof of
expressed authorization, and I want to enphasi ze that we
are going to focus this discussion on the three points
that are listed under obtaining proof of express
aut hori zation. If you are inclined to stray, |'m going
to interrupt your comments and get you back on course.

| will remnd you the workshop serves the
pur pose of surfacing additional information that we
need, not the purpose of rehashing the witten conments
whi ch are very good and are in the record, so pl ease,
participants, cone in the norning presented to talk

about as Mari anne and Carol e and Adam have noted the
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who, what and why of express authorization.

We are not going to talk during the first
sessi on about known or should have known or safe
harbors. Those cone out in the second part of the
express authorization discussion from11:15 to 12:45.

Al so pl ease take sonme tines to | ook at staff
handout D and staff handout E which will be referred to
t onorr ow.

All right. W have three people who have
requested sone tinme in the public participation segnent,
and they are Don M Reese, Gary Sl ai man and Wl t
Steinel, and is there anyone el se whose nanme | haven't
read off who wanted to comrent ?

| f so Carol e Daniel son has a m crophone and she
al so has sone cards. You cannot talk again |'ma rule
kind of a gal, so let's go to Don Reese. Don, are you
still here? Carole is handing you a Mke. Wuld you
identify yourself and who you represent, please.

MR. REESE: Don Reese. |'mcomenting both on
behal f of Mrage Marketing as well as the task force of
which Mrage is a nenber of.

| just have two coments. Both of them cone
incidentally involve witten terns being delivered to
the consuner. The first is the presubscription that

terms and conditions need to be delivered in witing
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before service can be presented or provided.

W feel that the current TDDRA rul es adequately
cover individual protocol presubscription when a caller
calls, sets up an account, is given a PIN and then has
to call back to a second nunber and use their PIN and
gai n access.

If we're forced to have to deliver witten terns
and conditions prior to providing service, we |ose the
spontaneity of that caller, so we would |ike to see the
proposed rul es anended to require the terns and
conditions be delivered before service only when it's a
recurring type of charge being sent to the consuner.

Secondly, the witten notice that notification
needs to be sent to a consuner when they first initiate
a dispute, fundanentally based on what we've tal ked
about here sinply won't work. The LECs don't have the
information to provide that consunmer information that
the investigation has started.

| think it was M. Lavalla tal ked earlier about
that basically just get an adjustnent if the scenario
exi sted where a consuner was provided with a tracking
nunber and a letter and said that, Ckay, an
i nvestigation is now being conducted, and then that
charge -- the charge back went to the service provider

who then started doing secondary collections on that, |
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guess we submtted that the nunber of conplaints that
you see in the past will increase dramatically because
the consuner really won't know what's goi ng on

They will think that that letter is really their
recei pt, that this issue is dead.

M5. HARRI NGTON. Thank you. Does anyone have
any questions for M. Reese? Thanks very nuch.

MR. REESE: You're wel cone.

M5. HARRI NGTON:. Gary Sl ai man, pl ease.

MR. SLAIMAN.  Gary Sl aiman, and | represent
CERB. During the discussion of the definition of
t el ephone-bill ed purchase |I thought | heard Mark, the
econom st for the Comm ssion, as we were | ooking for
sort of clear lines for definitional purposes suggest
that one of the hallmarks of this problemis one conpany
billing charges on another conpany's bill.

| was concerned about the inplications of that
as a definitional Iine since it would depend clearly,
and we' ve discussed this at length today, |lead to LECs
not being able to by that definition cram because they
woul d be putting charges for their ancillary services on
their om bill.

And | wouldn't want to see that be involved on
the conpetitive line going forward basis. | think

clearly cramm ng ought to be in terns of the consumner
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and whet her the charges is unauthorized as far as the
consuner's view of what that charge is, proper or not.

M5. HARRI NGTON:  Thank you, M. Slaiman. Anyone
have any questions for M. Slaiman? Geat. Wlt
St ei nel .

MR, STEIMEL: Walt Steinel, Hunton & WIIlians
representing Pilgrim Tel ephone. Wth respect to BNA |
think with bill name and address accuracy, tineliness
and the format are all problens. As Mark Farrell from
Sout hwestern Bell noted in his comments, when consuners
call on one service, they don't want to wait 30, 60 or
90 days to get service, they want to get services now
especially in a tel ecommuni cations and el ectronic
format.

BNA is not provided on a real time basis right
now and it's often provided only in paynent records
after requested by the LEC with significant tinme del ay
so there's an accuracy problemwhich |I believe a | ot of
parties have commented on in this proceeding.

The fact that there's no instant access to
bill ed nanme and address neans there's no way that a
service provider or conpeting character can verify who
they' re speaking with on the phone.

If | were to call in to a service provider and

try to set up an account, either witten subscription
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calling card or other access nenber, | could tell himl
was anybody in the world, there's no way they could
verify that for 30, 60 or 90 days, and once the charges
are passed through there's alnost no way | can go back
and find those people and bill them

So the lack of access to real tine BNA fromthe
LECs fundanentally prohibits any other billing nmethod
other than elect billing.

M5. HARRINGTON: WValt, is this a cost issue or
access issue or both?

MR, STEIMEL: It's a cost issue. It's ny
under st anding from speaking with the LECs there's al so
the 900 bl ock information, I'll skip the cost. [It's ny
under st andi ng from speaking with some of the LECs that
they woul d probably be willing to provide real tinme BNA
in 900 block information in [ine information database
type format if they would guarantee they woul d get cost
recovery for that.

It's further ny understanding that in an earlier
FCC proceedi ng several years ago the FCCinitially
encour aged sone of the LECs to build this kind of
platform it's a software routine that would screen out
their proprietary information from BNA and bl ocki ng
information so a conpetitor would only be able to see

what's absol utely necessary and not have access to the
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rest of the database.

And then |l ater the FCC changed their m nd and
sone LECs had a significant investnent that was |ost.

| think what we need is directions fromthe
agencies telling the LECs to nake real tinme BNA and 900
bl ocking informati on available on a real tinme dial up
basis through a sim |l ar database but also to provide
themw th a guaranteed nechani smfor recovering their
costs for doing the software devel opnent necessary.

And that way there's no averse cost incentive.
In fact they could nake a profit fromselling this
information to vendors, and it would make the
informati on avail able to vendors, and the agency's
requirenent to look up this informati on and use as part
of the call verification process and part of their cal
bl ocki ng process.

The last point has to do with ANl billing, and |
think it looks like to ne there are three types of fraud
in ANl billing. There's fraud by vendors, fraud by
third parties and fraud by consuners.

On fraud by vendors it seens as though there
shoul d be a presunption or you could set up a situation
in which there's a presunption in favor of the consuner,
when they make a call, deny all know edge of the call,

presunption shifts to their favor until such tinme as the
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vendor produces third-party records verifying the cal
was made.

In al nost every instance the call is going to be
transported over one of the major carriers that's
facilities based, and there's only four or five carriers
that are facilities based nationwide. There has to be
an i ndependent call record showi ng that at | east
establishes -- that information would then be used by
the vendor to establish that, yes, the call did take
pl ace.

There are other verification neans that vendors

M5. HARRI NGTON: Let nme ask a question. In
cases of clip on or hacking, there's a transport record.

MR, STEIMEL: That's a separate problem That's
the third-party problem Sonetines there are other
verification nethods. |If you have access to real tine
BNA, you coul d have gotten sone information during that
process that would help you do sone verification as to
who's calling and redacting the call.

Secondly there are other information collection
mechani snms such as voice printing. Voice printing is
permtted for communications providers under 18 USC
25.11 2 A, and you can do that w thout involving the

privacy of the comrunications by voice printing snall
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colums of communi cation and then providing it to the
person who's redacting the call so they can determ ne
whet her sonmeone el se in the household did i ndeed nmake
the call for refreshes their nenory of the call

M5. HARRI NGTON:  WAit.

MR. STEIMEL: Once all those nechani sns have
been exhausted if there cannot be a definitive proof
that he call was nmade then | think that's where an
affidavit fromthe consuner woul d be appropriate as the
final resolution of the issues, fraud issue.

M5. HARRI NGTON: Okay, wWalt. | think we have
sonme questions for you. Jinf

MR, BOLIN. |'mcurious, you nentioned a
dat abase for LECs. |'m wondering how woul d you do t hat
guar antee cost recovery mechani sm seens to be --

MR, STEIMEL: No, it's the sanme way you to it
now | ook, you pay on a per | ook up cost.

MR BOLIN. If there's no market there's no --

MR STEIMEL: Well, if the FTCrequired all the
vendors to | ook up real tinme BNA whenever setting up
witten presubscription agreenent or calling card and
required themto | ook up, then you would have a
requi renent of the vendors to do a | ook up, the LECs
woul d charge them for every | ook up attenpt.

MR, BOLIN.  Quaranteed cost recovery then, we're
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tal ki ng about creating -- you're not going to be
tariffing a rate setting having cost data filed setting
a rate so the cost recovery occurs?

MR. STEIMEL: That's right, but the LECs aren't
going to provide this information for free.

MR. BOLIN. My concern is if you wanted to set
up sone sort of vendor surcharge.

MR. STEIMEL: No, | was thinking the sane way
that the other database | ook ups are done.

M5. HARRI NGTON:  Kris, I'msorry?

MR. LAVALLA: To clarify the record, in Bel
Atl antic ny understanding is they have real tinme BNA
You can get it online -- Bell Atlantic does have ny
understanding real tinme BNA that is available to
carriers. Those consuners with CI D codes that they can
get through the Decast product and in the north and the
ESG product in the south.

MR, STEIMEL: | wasn't aware of the availability
of that product. W can talk afterwards.

M5. HARRI NGTON: Richard, did you have a
question for Walt?

MR. BARTEL: Do you see any reason why the
termnating LEC for 900 call as opposed to the
i nt erexchange carrier couldn't bill a 900 call in the

same way as a CLEC or whatever the termnating --
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MR. STEIMEL: |I'msorry, | don't understand the
guesti on.

MR. BARTEL: If an interexchange carrier that
has a CLEC with a 900 area code on to a termnating LEC
sonmewhere, is there any reason why the term nating LEC
assum ng your conpany is atermnating LEC Pilgrim--
you have dial tone' consuners? | don't want what
Pi | gri mdoes.

MR. STEIMEL: No but renenber there's a conmon
carrier and information services provider. They provide
student | oans.

MR, BARTEL: It's not a CLEC

MR. STEIMEL: Unless they billed nane and
address of originating.

MR. BARTEL: Assumi ng that information was
avai l able froman off |ine basis?

MR. STEIMEL: That's the whole point is that
informati on needs to be avail able, not only for what
we're tal king about here but for collect calling
services or any kind of casual access calling service.

When it's casual access or 900 dial there's
al nost by definition not usually direct relationships
bet ween the provider and the custoner through the LEC
It's somewhat real tinme BNA [t's inpossible.

MR. BARTEL: O her than contractua
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rel ati onshi ps, do you know why the originating LECs are
required to bill for a 900 service?
MR. STEIMEL: | think because they're the only

parties that traditionally provided that service but

they're the only parties that know how to bill nanme
address to bill that call w thout anyone getting that
information. [It's inpossible for anyone to.

M5. HARRI NGTON: That may be relevant to a
guestion Adam has for you, Walt.

MR. COHN: Walt, my question is | can understand
why a provider of 900 nunber service would want to know
BNA and bl ocking information either on the front end or
for purposes of collection afterwards, but why woul d BNA
or 900 nunber bl ocking be rel evant to soneone whose
signing up soneone el se for a presubscription
agr eenent ?

Presumably you coul d ask the consunmer what their
name i s address and di ssem nate whatever information or
the address that people provide you. What additional
val ue do you get by know ng whether or not 900 nunber
services blocked fromthe line that is being used to
access the presubscription agreenent and the sane
question for BNA what purpose would be served by having
t hat ?

MR, STEIMEL: First of all, we're tal ki ng about
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el ectronic commerce. It's not like the person walks in
t he door and you can see them and ask for the driver's
license so there's no way to verify right then when the
transaction is being made if the person is who they say
they are. And w thout --

MR. COHN. How does BNA get you that?

MR. STEI MEL: You ask on the phone, who are you,
you | ook at the BNA. [If they don't match you don't
issue a calling card, you don't issue a witten
presubscription agreenent, you don't give them access.
It ferrets out all those categories of fraud instantly.

In addition since information services can be
provi ded over a variety of platforns but only 900 nunber
bl ocking is recogni zed on a dial tone basis and
provi di ng 900 nunber bl ocking and requiring that to be
bl ocked up on every call would extend the protection of
900 bl ocking to all information service and
t el ephone-bill ed purchases, not just those that are
di al ed on 900 exchange.

So it actually extends the consuner protection
that was always intended. 1In fact 900 bl ocking is not
required everywhere in the country. Under FCC rul es
it'"s only required to put in place by |ocal exchange
carriers providing dial tone when technically feasible.

So by up | oading a 900 nunber bl ocking type
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information to a | ook up data base requiring all vendors
and service providers to | ook that up or provide the
protection to a | arge category of consuners that do not
have protection right now

MR. COHN. Thank you.

M5. HARRI NGTON: Okay. | think that in ternms of
the record, that closes the record for today so stop
t ypi ng.

Start typing again.

MR. LAVALLA: Kris Lavalla. | wanted to submt
for the record a graft, particularly in response to the
people fromFlorida that said that cranm ng was actually
i ncreasing rather than decreasing. These are our
results from Qctober through April and 1'Il nmake them
avail abl e outside, but if | can | eave these for the
record.

M5. HARRINGTON: | would like to close the
record but | do have a quality of life matter to raise.
So can we close the record, please.

(Time noted: 5:30 p.m)
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