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PROCEEDI NGS

M5. HARRI NGTON: Let's go on the record. |
wanted to begin. Before we start our discussion, which
isn't scheduled to begin until nine, I wanted to take
these mnutes to just sort of check in with all of the
participants very briefly, any thoughts fromyesterday's
session, anything that you would like to say in terns of
what you're hoping we can acconplish today, or any
gquesti ons.

Let's start with -- let's start with, let's see,
who are we going to start with? Susan, why don't we
start with you? Do you have anything on your mnd this
nor ni ng about --

M5. GRANT: It's a nice day. | would like to be
out si de.

MS. HARRI NGTON:  Any conments on yesterday's
sessi on, concerns, questions about -- w shes for today?

MS. GRANT: | thought that yesterday's session
was really very helpful. W continue to | earn from each
ot her every tine we neet, although | do hope that we can
come to sone concl usion about these issues shortly.

There are a nunber of issues that |I'minterested
in working with people on between now and whenever a

final decision mght be made about how to resol ve these
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guestions, including the issue of the database and the
notice to consumners.

So | actually won't be around next week, but
"1l be back the beginning of June, and if anybody is
interested in contacting ne, to do so.

M5. HARRINGTON:. Great. Jim how about you? Do
you have anything on your mnd this norning?

MR BOLIN. | don't. |I'mlooking forward to
t oday' s sessi on.

M5. HARRI NGTON: Al be?

MR. ANGEL: | think Susan hit it well, just
that's our orientation as well.

M5. HARRI NGTON:  Debbi e, anything -- any
guestions or concerns.

M5. HAGAN: No. | just want when this is
finished for you to outline for us what the process is
going to be on further input. There's been a |ot of
i ssues raised, and |I'mnot sure what direction we're
going to be going in.

M5. HARRI NGTON: We'll nake that clear before we
end today.

Anyone el se. Peter?

MR. BRENNAN:. Thank you. Yesterday we heard
pretty extensively about kind of the dem se of 900 as we

know it, Bell Conpanies getting out of the business and
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the ongoing trend toward lack of liability.

And it seens to be in the agenda today we're
tal ki ng about some of those things that will | guess
repl ace 900, and our hope is that those services can be
made vi able for those that have not, who still want
access to information services.

M5. HARRI NGTON:  Anyone el se want to conment on
anyt hing? Jacque?

M5. M TCHELL: | just want to make sure that we,
as clearly as possible, clarify this issue of what is
defined as the tel ephone bill purchase and nake sure
that that's on the table either today or clearly
understood before this is final.

M5. HARRI NGTON: Okay. Before we launch into
t he di scussi on on express authorization, we have two or
three new people, | think, at the table, and so one | ast
l[ittle warmup exercise, if we could go around once
again to introduce ourselves and tell fol ks who we were
here representing, that would be good.

|"m Eil een Harrington, and | amthe associate
director for marketing practices here at the Federal
Trade Conm ssion, and our group, the division of
mar keting practices, is responsible for staffing this
rul emaki ng work for the Conmm ssion.

Adam why don't we go your way?
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MR. COHN:. M nane is Adam Cohn. |'mon the
staff here at the division of marketing practices, and
|"man attorney working on this matter.

MR HLE I'mAlen Hle. 1'massistant
director of division market practices.

MR. AVWERDI CK:  |'m John Awerdick with Hall,

D ckler, Kent, Friedman & Wod in New York for
Pronoti onal Marketing Associ ation, PMA

M5. HARRI NGTON: Wl cone.

MS. GRANT: Susan Grant, vice president for
public policy at the National Consuners League. [|'m
director of its National Fraud Information Center.

MR. FARRELL: Mark Farrell, SBC Communi cati ons.

MS. SCHALLENBERG Tl LLHOF:  Hel en
Schal I enberg-Til I hof, Sprint Local over the billing
intell ectual contracts.

M5. GARCIA: Loretta Garcia. |'man attorney
wi th Dow, Lohnes & Al bertson.

M5. SIMPSON. Adele Sinpson, and |I'm here
representing the International Tel enedia Associ ati on.

MR PERMUT: |I'mPhilip Permut. I'mwth Kelley
Drye & Warren representi ng CWA .

MR. BRENNAN. Peter Brennan from
Tel e- publishing, and I'm al so the cofounder of the

Billing Reform Task Force.
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M5. HAGAN: Deborah Hagan with the Illinois
Attorney Ceneral's Ofice. | share ny seat staff with
Jill Sanford fromthe New York Attorney General's

Ofice. W also represent the National Association of
Attorneys General telecommunications subcommttee.

MR. PASSAN. And |I'm Gary Passan, president of
Net wor k Tel ephone Services and representing Tel eservices
| ndustry Associ ati on.

M5. M TCHELL: 1'm Jacquelene Mtchell, and I'm
president of Billing Concepts and Services, president of
Coalition to Ensure Responsible Billing, CERB
representing the cl earinghouses that provide billing
into the | ocal exchange carriers.

MR. KRAMER |'m Jeff Kramer with AARP.

MR. GOODMAN:  John Goodman, Bell Atlantic.

MR. TANZI: Toni Tanzi, director of
communi cations at Brown University representi ng ACUTA

MR. ANGEL: Al bert Angel, general counsel of |ICM
Limted, cofounder of the Billing Reform Task Force,
representing 900 service providers, billing entities and
i nformation providers.

MR, BOLIN. JimBolin. |I'man attorney for
AT&T.

M5. MLLER Cindy MIller. I'mwth the Florida

Public Service Comm ssion, and | have R ck Myses and
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D ane Cal dwel | here al so.

MR. HERTZENDCRF: |'m Mark Hertzendorf, and I'm
wi th the Bureau of Econom cs.

MS. DANI ELSON: Carol e Dani el son, investigator,
di vi sion of marketing practices.

M5. SCHWANKE: |'m Marianne Schwanke, staff
attorney in the division of marketing practices.

M5. HARRI NGTON: Okay. Well, we have saved for
today two of the hardest -- | would say the hardest
issues -- actually three of the hardest issues that we
have set out in this rulemaking, and this norning we're
going to begin with a discussion of the issue of express
aut hori zati on.

This afternoon we're going to nove to defining
pay-per-call services, and last but certainly not |east
we' |l be tal ki ng about international audiotext services,
and | just remnd, especially our friends who are here
fromthe International Audiotext Industry that the |ast
shall be first so the Bible tells us, so we had to
organi ze this agenda in sone way, and the fact that that
issue is last on the agenda certainly doesn't mean that
it's one that is not getting a |ot of consideration
her e.

So let's begin on the issue of express

aut horization, and I'll rem nd you of what | said
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yesterday, and that is that we really need this
di scussion to focus on the issues that we've set forth
in the agenda.

We appreciated very much everyone's comments on
this issue. Once again we don't want people to go over
and restate their comments, but we want lively
di scussion and particularly conversation and di al ogue
wi th one anot her anong the participants around the table
on these issues.

Also | want to rem nd you one nore tinme that if
you want to be recogni zed, there are little yell ow
post-its near your nanme tents. |If you' re out of them
they're nore here at the mddle of the table. If you
want to be recognized, put a little yellow post-it on
your nanme tent, and for court reporter's benefit, would
you please identify yourself and who you are
representi ng.

And is there anything el se up here, you guys,
on a housekeeping front? Okay, let's go.

The first question is, Should any person other
than the person responsible for paying the bill be
permtted to provide express authorization to bind the
person who is to be billed, and if so, who m ght that
be.

Rel ated questions: Should the answer to this
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gquestion depend on who will receive the benefit of the
t el ephone-bill ed purchase, or should the answer depend
on sonet hing el se?

Jacque?

M5. M TCHELL: | would just like to state for
the record that the only organi zation that truly knows
who the responsible or authorized party is the LEC
because it's in their control that they understand who
has signed up for the service, if you will, and who's
responsible for the bill.

As Jimdescribed yesterday, he's the responsible
party on his bill, even though he has other adult
parties in his house that m ght use that service.

M5. HARRI NGTON:  John?

MR, AWERDICK: M wife is the responsible party
on ny party because 25 years ago | noved into her
apartnment. She didn't nove into mne, probably typical
of a lot of people. | suggest this standard ought to be
anyone in the household in the famly who's over 18 is
probably the responsible party and qualified to make a
pur chase.

M5. HARRI NGTON:  Susan?

M5. GRANT: My concern is that what we're
tal ki ng about here is tel ephone-billed purchases, and

it's the person who's responsible for the bill who wll
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have to deal with the argunments over any services that
they feel were not authorized and that they don't want
to pay for.

| do understand the comrents that have been nmade
about it being -- the need for making it easy for people
to do basic things |ike change their tel ephone service.
| recently changed our phone service that was in ny
husband's nanme with a different nane, and it was
actually scary how easy it was to do.

| think if you do that you have to | eave
yourself open to the potential that the person in whose
name the bill is is going to object conceivably down the
road when the first bill cones show ng a change of
service or a new service.

We are tal king about a special category though
of tel ephone-billed purchases. W're not talking about
basic local or long distance service, and so | think
it's even nore appropriate to make sure that it is the
person who is going to be billed that has authorized the
servi ce.

| know we' Il be tal king nore about how to do
that, but at least |I think we need to figure out a way
to do that.

M5. HARRI NGTON:  Thank you. Tony?

MR. TANZI: Good norning. Toni Tanzi from
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ACUTA. Understanding that we're focused on residenti al
services, | need to remnd you that in the college or
uni versity or business organi zati on or hospital or
government environment, you m ght have five or six

t housand users behind a PBX or a simlar nunber using
Centrex services.

It becones critical that the person responsible
for paying the bill, i.e., the business organi zation or
entity, be the only people permtted to authorize
charges. O herw se there would be total chaos, no
ability to figure out who made what purchases and
absolutely no logic in dealing with service providers
over contested bills.

One | ast comment. The issue of husband, w fe or
spouse or significant other, we live in a world where
unrel ated people are forced to share a domcile for up
to nine nonths, and we need to take that also into
consideration. They turn over quickly.

They usual |y di savow all know edge of everything
except what's on the nenu at today's twelve o' clock
feeding, and it is extrenely difficult to deal with
young people 17, 18 years old who are beginning to get a
real test of reality, the real world having left their
famlies.

M5. HARRI NGTON:  Mark, question?
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MR, HERTZENDORF: A quick follow up question for
Tony. What percentage of the billing that you contest
is ultimtely adjusted in your favor?

MR. TANZI: A significant portion, Mark. It's
not unusual for nost, if not all, of the bill to be
adj usted because nost of the charges have absolutely
nothing to do with University business, and they're
usual |y made by students who do so with the
understanding that they're going to be the ultimtely
billed party.

They don't understand the regul ati ons because
it's usually base on ANl nunbering and we're the
responsibility party for the tel ephone |ine service.

MS. HARRI NGTON:  Ji nP?

MR BOLIN. JimBolin, AT&T. | would just like
to say while I"'msensitive to the problem Tony raises, |
would i ke to reiterate a point that | nade in part
yesterday which is that coll eges and Universities and
ot her aggregators are in nost respects special cases,
and | don't know that it nakes sense to nake a general
rul e based on a special case.

It may be that a database solution along the
lines of what we discussed yesterday that m ght help
take care of many of the problens of aggregators. Ton

mentioned that we live in a world where adults are
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forced to share a domcile. That's probably true for
col |l ege students, but there are very many folks in the
worl d that by choice or by econom c necessity are living
with multiple roonmates in the sane dwel ling.

The rule that says only the person whose nane is
on the bill can authorize these services neans that if
you don't happen to be the nane on the tel ephone bill,
you're not going to be able to access voice mail, stock
gquote services, sports scores, chat |ines, whatever may
i nterest you.

It nmeans you're not going to be able to sign up
for your Internet account over on an 800 line if you
need to do that. You need to keep in mnd that
t el ephone-bill ed purchases proposed by this rule is
extrenely broad, and that unless we -- unless the
Comm ssion really wants a rule that nmakes it inpossible
for consunmers to access these kind of services unless
t hey happen to be the nanme on the phone bill, even if
they're adults, even if they routinely place |Iong
di stance calls that appear on the sane phone bill.

| know up until about five years ago | generally
had roonmates that | wasn't related to. W all nade
| ong di stance phone calls on a bill that happened to ne
in ny roonmate's nane. At the end of the nonth we split

it up.
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If we couldn't figure out who a particul ar cal
bel onged to after nuch argunent we eventually managed to
work that out, but you're going to make arrangenents
like that inpossible, and it seens to nme that's going to
particularly inpact fol ks who don't have the economc
wherewithal to own their own honmes or to live by
t hensel ves.

MR. TANZI: Can | respond to that?

MS. HARRI NGTON:  Yes.

MR. TANZI: The world has changed. The issue of
non related or related people living in the sane
househol d, having shared responsibility for |ong
distance calls is a sinple, nechanical issue that we've
overconme a long tinme ago.

The point of colleges and universities being
categori zed as a special class really doesn't take into
consideration the renmedies that we have in place for
this problem W do not discourage students from
seeking and installing their own private tel ephone
lines. W encourage it so that they nake take advant age
of the goods and services that we're discussing today.

Qur concern is with those purchases bei ng nmade
to tel ephone lines that the University is responsible
for. W clearly articulate in the housing rules, we

post on our web site and we di scuss options that
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students and ot hers have for communi cati on services.

Lastly, we need to be considerate of the fact
that we don't want to be in the arbitration of dispute
resol ution business. Yet we are forced just like all of
us to do a lot of |egwork, nmanagenent over head,
adm ni strative hearing, debt chasing in order to
reconcile bills that we have no business getting in the
first place.

So a lot of the issues that you nentioned, Jim
have been overcone. W do have options and renedi es
that we publicly ask people to take. W encourage the
LECs to participate in those solutions, and we're not
stopping trade. W're not trying to be
obstructionists. W're just trying to bring order to a
chaotic situation

MS. HARRI NGTON: Question from Mari anne.

M5. SCHWANKE: | would like to ask the al so LECs
what their practice is, and they do sign people up for
new t el ephone services. | believe that when you sign up
for a credit card, you' re asked whether or not you want
anyone el se to be authorized to use the credit card.

Do the LECs have a simlar practice wth regard
to who m ght be authorized to charge services to a
tel ephone bill? |Is there ever a case where nore than

one person is naned on the phone bill?
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M5. HARRI NGTON: Let's go to John who had his
post-it up anyway. WII| you try to answer that?

MR, GOODMAN: |'Il try to answer that one. |I'm
not aware that it is standard practice at |east in Bel
Atlantic to ask that kind of question, but I wll check,
and if I"'mwong | will add that to the record.

M5. HARRI NGTON:  Mark, before you go on with
what you wanted to say, | see Mark has his post-it up
too. Mark before you go on with whatever el se you want
to say, can you answer that question as a LEC, please.

MR. FARRELL: | probably need to check, but
generally there are tariffs that are filed with the
state comm ssions, and those tariffs provide that it is
-- there will be a person on the account in the
househol d, and anyone in that household that uses the
phone, that person is responsible for those charges, and
i f you have an overni ght guest that uses the phone,
you' re al so responsi ble for those charges.

And it generally follows state law just like I'm
responsible for ny wfe's VISA bill.

M5. HARRI NGTON: | understand, but what is the
practi ce when people sign up? The question is: Do you
ask the subscriber or tell the subscriber any of this or
ask the subscriber whether they want to authorize other

users to make phone bill purchases on that account?
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MR, FARRELL: Well, the exanples, as a | ocal
t el ephone conpany we sell caller ID, call waiting, so
those services are available to everybody in the house.
We make ask who -- what's your nane, get that
information, who else is in the household, et cetera,
but do we require express authorization in the house to
use caller ID et cetera? No.

M5. HARRI NGTON: Let nme go back to John, Bel
Atlantic, my LEC. If ny teenage son call ed Bel
Atl antic and ordered an enhanced service, what woul d
happen?

MR, GOODMAN: | suspect we would try to
determne in that household if -- by we have things in
how the record -- we ask you if you are the one nanmed on
t he account, grandnother's nai den name or other things,
that you have sonme connection with the household, and |
suspect that this person sounded like the right person
and asked the questions right, we would sign himor her
up.

M5. HARRI NGTON:  Now, what else did you want to
say, John?

MR. GOODMAN. To follow up on sone of Tony's
observations. | understand that there is a problem
there, and there's a problemfor colleges and

Uni versities and hospitals and | suspect any nunber of
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ot her places where there are transient popul ations, but
there are a ot nore custoners who are nor nal

run-of -the-m Il residential consumers, and | would hate
to see a rule that was geared to the real problemthat
the universities have that did not give people Iike John
and Susan and ot hers who want to be able to make a
change and to bill sonething to nake a tel ephone-billed
purchase, but can't do it because of the phone -- the
phone account is in the name of their spouse or their
brother or their friend.

MS5. HARRI NGTON:  Mar k?

MR. FARRELL: The only other point | was going
to make is that the FCC has released its
Truth-in-Billing order, and they have a definition of
subscriber in that order that addresses who's authorized
to order services that nay hel p address this question,
and | would ask that in looking at this issue, that
the -- whatever conmes out, the rules are consistent with
each ot her.

MS. HARRI NGTON: Adam has a question, but | do
too so | amgoing to ask mne first. Do you think that
there should be a difference between the way that
tariffed and non tariffed services are dealt wth? The
FCC Truth-in-Billing order covers tariffed services |

believe, that is the definition of subscriber insofar as
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it identifies who's authorized to order services.

That deals with tariffed services, and it really
goes back to the question | was just asking John about
whet her nmy 15 year old or anyone else for that matter
can call and order enhanced services to be billed to ny
account .

Do you think that there's a difference? Should
there be a difference between authorization for tariffed
services and authorization for anything else that's not
tariffed? Mark?

MR, FARRELL: |'mthinking.

M5. HARRI NGTON: Okay. O anyone el se? Al be?

MR, ANGEL: In response to your specific
question, the bright line of demarcation between
tariffed and untariffed is to ensure that there's a
basic |l evel of services that's delivered to each
household that will never be interrupted for reasons
having to do with ordinary conmmercial interests.

So | think that the distinction is one that
i nvokes jurisdiction by the state PUCs, and it is
probably sonmething for us to remain mndful of, and the
other thing I wanted to add is just that | don't know
this firsthand, but |1've read about it, that one has the
ability to instruct a | ocal exchange carrier that they

shoul d accept no change of instructions with regard to
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t he subscription fromany other person than the
desi gnat ed i ndi vi dual .

And it's kind of a lock-in situation, and |
think that goes to express authorization with regard to
the basic types of services. | don't know whether it
extends to enhanced services that m ght be bought on a
casual basis.

M5. SCHWANKE: Do you know, is that a universa
practice anong LECs or does it vary from LEC to LEC?

MR. ANGEL: I|'msorry, | don't know.

M5. SCHWANKE: Do you know if that's Bel
Atlantic's practice?

MR, GOODMAN. Well, there is a practice that a
| ot of LECs have that's called a PIC freeze, or PIC --
in the old days for presubscribed Internet carriers and
now it's presubscribed carrier, and as far as | know all
maj or LECs, | can't speak for all 1,200 LECs in the
country, but all the major ones do permt a custoner to
say, Don't change ny carrier unless you hear from ne.
Don't take an order from MCl to change ne away from
AT&T.

M5. SCHWANKE: But that's different from saying,
Don't permt anyone to order enhanced services on ny
account .

MR GOODMAN: That is correct.
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M5. SCHWANKE: Do you know if Bell Atlantic --
-- do you know Bell Atlantic's practice with regard to
t hat i1ssue?

MR. GOODMAN:  We are in the process of giving
consuners an option not to -- to tell us not to bil
them for certain kinds of charges. That's not in place
as of yet. W hope to get it in place conparatively
soon, but when that is in effect, that will cause us not
to bill charges that we get fromother providers if the
custonmer asks us not to.

M5. HARRI NGTON: A follow up question. Let's
say Bell Atlantic's policy for new option service to
gi ve consuners the option to prevent billing fromthird
parties is for billing for enhanced and non tariffed
services for third parties, would it be that sort of --
would it be any third-party?

MR, GOODMAN:. Getting back to your question
earlier, tariffed and non tariffed to ne is not a good
distinction. A service that is tariffed today m ght be
untariffed tomorrow. It may be tariffed in New York but
not in New Jersey.

In sone places certain carriers have to file
tariffs for a type of services while the other carriers
doesn't have to file tariffs, so | think that is a bad

di stinction, and also hopefully in the future as there's
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nore conpetition and nore deregul ation, nothing wll be
tariffed, so --

M5. HARRI NGTON:  Well, ny question is: WII
Bell Atlantic offer its consuners the option of
preventing billing by third parties for services that

Bell Atlantic itself sells and bills for on its own

bill?

MR GOODMAN:  Yes.

M5. HARRI NGTON: Adam you had a question.

MR, COHN. Yes. | did have a question, but
before I ask it, | just wanted to -- about the question

of what records the LECs keep, | would just like to note
Bell Atlantic's conment does say that -- it says for
mllions of account records that do not contain the
names of others authorized to charge services, so just
that as a point of clarification.

MR. GOODMAN:. The question | thought | was being
asked is, Do we ask that in the normal course, and |
bel i eve we don't.

MR, COHN. As far as the question goes, Eileen
asked earlier whether tariff or non tariffed service
shoul d be treated differently, and | wanted to take that
one step further, and | wanted to ask whether a
t el ephone purchase nmade over the tel ephone should be

treated differently as far as froma purchase nmade
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el sewhere in the real worl d?

MR. GOODMAN: |Is that to ne?

MR COHN: Sure.

M5. HARRI NGTON: Let's try John, and then we're
going to go to Peter, GQuy and Jacque -- Gary. How could
| possibly call you Guy? [|'msorry.

MR. PASSAN: Because |'m a guy.

MR. GOODMAN: | guess when | answer the
question, | start with the statute. | start with TDDRA,
and TDDRA t al ks about tel ephone-billed purchases, and
TDDRA defines themso | think that any rules that the
FTC wites having to do with dispute resolution has to
stick to the statute, has to stick to the definition in
the statute of a tel ephone-billed purchase and cannot
and shoul d not go beyond that.

So, yes, | think under the statute there has to
be a difference between what is the statutory definition
and what is outside.

MS5. HARRI NGTON:  Peter?

MR. BRENNAN. Peter Brennan fromTPI. |In
apropos the discussion a few nonents ago, Bell Atlantic
offers a billing block option that prevents billing, but
service providers don't typically know about that unti
after the service has been provided, so it's -- they

find thenselves in a position of having provided a
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service that Bell Atlantic doesn't bill a consuner for.

So there's a gap there that needs to be cl osed
so that val uable services aren't provided w thout a way
to collect fromthem

M5. HARRI NGTON: That was Gary, now known as
Quy's, point. H's post-it just went down. Jacque?

M5. MTCHELL: | would like to clarify for the
record this discussion about blocking. Across the LECs
inthe United States there is an initiative being put
forward to clearly define blocking as it relates to
4250, application 4250 being m scel | aneous charge
records for additional type services.

There's been a tremendous anount of confusion
across the end user base in the United States as it
relates to the distinction between PIC freeze and
bl ocking. They're are an inordinate nunber of Americans
that believe that the PIC freeze stops all the billing
to their account unless they approve it.

| personally have received a nunber of calls
fromend users who have conpl ai ned about the fact that
t hey have advised their LEC that they do not want to be
billed by anyone other than their PIC their carrier,

m sunder st andi ng therefore that other charges ask be
pl aced there that have nothing to do with their |ong

di st ance servi ce.
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So it creates confusion in their mnd as to what
they actually acconplished. The bl ocking scenario that
John just tal ked about, and Bell Atlantic will be the
first to inplement this, I think Areritech is in the
process of inplenting it also, and they're starting from
a bl ank sheet of paper.

We understand that they're not aggressively
selling this product, but if the end user deci des and

advi ses themthat they want 4250 or any third-party

bl ocked -- actually it's 4250 application, m scell aneous
charges. [If they want those services not to appear on
their bill, they will create a record that says that

t hey should not be. They will advice the clearinghouses
who will then advice the vendor base.

The dilenmma with that is -- and the way |
understand it personally fromthe information we've
received fromBell Atlantic is that it will not be
applied against their own records, their own services to
your question that you asked.

So |'m confused about that and woul d need
additional clarification, but we certainly understand
that there is an opportunity for an end user to be
crammed by those kinds of services.

The other point I would like to nake is that

John indicated that clearing it's defined as to what the
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t el ephone-billed purchase is, and in the clearinghouse
environnent, we see 800 service and calling card to be a
basi c kind of service that relates to interexchange
carrier services, not an enhanced kind of service, a
traditional kind of service.

And we know that that's carved out and is part
of this rule, so | don't want to be redundant, but |
would really like to see that clarified.

Thank you.

M5. HARRI NGTON:  Tony?

MR. TANZI: Thank you. Point of | guess two
comments. Does Bell Atlantic offer, do you know, |ine
by line trunk by trunk blocking as it goes with the PIC
freezes right now?

MR. GOODMAN:  On this billing block |I've been
tal ki ng about ?

MR TANZI: Yes.

MR. GOODMAN: | believe it is at the line |evel,
but I wll check with my experts.

MR TANZI: And the second comment is on the

research. It's again of a special class of service
statenent. | need to remnd you that 60 mllion, 60
mllion business line users |ike colleges and

universities are in this category, and it seens to ne

that that warrants sone consideration, and that right
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now at the LEC |l evel there's two categories of tariff
servi ces, business and residence.

So it seens to ne that many of the precedents
have al ready been set for consideration of a special
class of service. |1'll give you an exanpl e.

In the long di stance world, we have business
rates and we have residential rates, and we conbi ne the
two and provide those services to faculty staff and to
st udent s.

The other option -- I'msorry, the other issue
that seens to come up is there mght be a m sconception
that we're trying to restrict choice to the people that
we serve, and that absolutely is not the case.

Again | need to remnd you that we PIC the | ong
di stance vendor for nost of the faculty staff and
students, and we PIC the basic service provider, but we
provi de no barriers to people doing their own thing, if
you will, going out and seeking their own services and
to take advantage of all of the goods and services that
we're tal king about, and we do inplore nethods to avoid
the i ssues of people sharing the residential facilities.

| just want to go on the record as saying that.
We may require consideration of a special class of
service, but these things are already in place. There's

al ready precedent in the forum and we have to | ook at
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the big picture.

We're tal king about a user base that transcends
anything that is considered an average househol d or
smal | busi ness, and we would |ike consideration on those
bases.

M5. HARRI NGTON: Before | called on Albe, let ne
put a question out again, and that is who should be
authorized to provide express authorization? W've
heard AT&T say anyone in the household or anyone who is
over 18 who's in the househol d.

Is that, Jim your position?

MR BOLIN. | think definitely any adult as a
matter of state |aw, and soneone can correct nme if they
have a different understandi ng, but ny understanding is
the age of consent varies by stated, but the children
can bind their parents after the age of 12, 13, 14 in
t hose states.

M5. HARRI NGTON: We're particularly interested
in know ng whether the participants agree with that
proposition or think that there should be sone other
distinction drawn and al so the questi on about whet her
the answer to the question should depend upon the kind
of service that's being sold or the identity of the
person who woul d receive the benefit.

Debbi e, you're next.
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| amsorry, | know !l said | was going to call on
you, but I"'mreally going to call on Debbie. |'mjust
really testing everyone's al ertness.

M5. HAGAN: When we | ooked at this, this is
difficult, we tried to look at it as a typical
transaction, and that would be okay. First you need
authority to purchase and consent to purchase, an
aut hori zation to purchase, and of course state | aw would
all conme into effect as to whether the individual
attenpting to nmake a purchase in any environnent in any
billing method has the ability to do so.

Then we tried to say, Ckay, this is no different
t han any ot her purchase, do you have the authority to
utilize this billing nmethod, and, yes, | think froma
state perspective, it is clear the |line subscriber has
the authority to use this billing nethod.

However, | think that we're going to have to
| ook to a changi ng environment here for the tel ephone
conpani es who have never had to deal with particularly
t he probl em of additional services.

The case | aw supports soneone's in your house,
they're utilizing your phone, but the environnent is
changing now. This is a purchase of different types of
goods and services, and | think we need to nove to a

paragon where there's clear that there's consent to use
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this billing nmethod, just like in any other transaction,
and there are different ways to infer that, and state
| aw does i npact that.

M5. HARRI NGTON: Okay. All that Starbuck's
coffee is starting to kick in. A lot of you want to
talk. Now we'll go to Al be.

MR, ANGEL: In response to your specific
guestion, the Billing Reform Task Force woul d support
the view that the presubscribed party or anyone who is
an adult in the household, however adult is defined in
state law, would be the appropriate general rule.

The point | would like to nake is that in
addressing the issue of express authorization, the flip
side of express authorization is express decline, and
the bill block notion that's been addressed here is
novel .

Wi | e bl ocki ng has been put into place primarily
fromthe standpoint of access, there are a variety of
casual billing nmechanisns that are neant to go around
t he presubscribed carriers, and a |l ot of themare
advertised on television as 10 XXX, one plus dialing.

Now, where you're selling enhanced service on a
sporadi c, naybe even a one-tine basis, it's even a
further subset, but what alarns ne is that the Bel

Oper ating Conpani es, the independent tel ephone

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



313

conpani es, mght be instituting bill blocks, and they
m ght be doing it in such a fashion as to conpletely
bl ockade all such services.

And they're doing it in a vacuum w t hout
potential regulation fromeither federal or state
authorities in a manner that consuners are conpletely
l[imted in their options in the future, so to the extent
this mght be the forumto reach out to the |oca
exchange carriers and say, Before you institute bill
bl ocks, make sure that you've subjected it to the rigors
of a public policy debate because I know in the context
of ny hone, there are a variety of services that | would
consent to and a variety that | would not, and I would
want to have the ability as a consuner to opt in as |
accept each individual marketing pitch that has been
est abl i shed.

And then each vendor could noderate the risk on
their owm terns, but then the LECs would have to be in a
position where they institute a bill block and have opt
in elections by a consunmer on an ongoi ng basi s.

So | think bill blocks are a very dangerous
thing if they're instituted unilaterally w thout input
fromaffected parties.

M5. HARRI NGTON:  John from PMA

MR, AVWERDICK: | would lIike to address your
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question, Eileen, and Adans's at the sane tinme. Adam
asked if this bill should be different than the rest of
the contracting world out there, and | think it's worth
t hi nki ng about the reasonabl e expectation to a consuner
who is used to placing a phone call and putting a credit
card charge on to a catal og w thout any particul ar

t hought of who in the household is on the phone bill.

My reasonabl e expectation is when | pick up the
phone 1'm going to be able to conduct a transaction over
the phone, and if we try to limt that ability sinply to
the specific billing party, | think we're putting
consuners at a di sadvant age.

Peopl e' s expectations is that any adult can pick
up the phone and can conduct business, and that woul d be

the case for any nenber of the household who is an

adul t.
M5. HARRI NGTON:  Fol | ow up question from Adam
MR COHN: | would just like to differ with your
i npression, with your description of that situation. 1In

the situation you described, the authorization is the
use of the credit card, not the use of the tel ephone,
and the person who uses the credit card can give the
credit card or give authorization ion the credit card to
whonever they choose.

And what we're tal king about here is the

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



315

aut hori zation by the user using the phone, not the user
using the credit card.

MR. AWERDI CK: That's true, and the interesting
point is you have the ability to authorize -- except for
this Bell Atlantic situation, to authorize various
speaker to speaker charging the party right now through
t he tel ephone.

But the nearest analogy is the credit card
anal ogy where typically spouses are both on the card,
and taking that anal ogy to what do peopl e reasonably
expect, it's that everybody in the famly, everybody in
t he household will be using the various devices that
were available, and if you're not going to have your 18
year ol d son have your credit card, but again if
they're, off in college you my well.

MS. HARRI NGTON:  Jacque?

MS. MTCHELL: | have two questions or two
comments. One just to clarify on the Bell Atlantic
position and their blocking on their own product, we
have a record that we would likes to submt for the
record if necessary to justify that they are not going
to block their own product, only the | ong distance.

But to get to your specific question, and |
would like to respond to Albe's comrent about limted

options. The critical conpetitive position that this
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allows the LEC to be in is that as they inpl enent

bl ocki ng across the board. The end user will then be
confronted wwth an entire endl ess opportunity to
purchase a product fromthe LEC that is conparable to
all of our service providers' products.

So given that they will no longer -- they wll
say that they do not want the product there, then they
will not -- they can buy it fromthe LEC, so it puts the
LEC in an interesting conpetitive position to be able to
stop other providers from providing the service but
allow themto bill that product.

To answer the question about the authorized
party, there is an expectation that w thout know ng
exactly who the express party is on the bill because we
don't have access to that information, there is an
assunption that our vendors use that when they ask the
gquestion which we require themto ask, Are you over the
age of 18, and we'll assune for ny discussion that
that's the average age that the states require, and are
you the authorized party.

Now, if it sounds |like a three year old,
obviously that doesn't neet the requirenent, but that is
the expectation that we set up to say, Are you the
aut hori zed party, because absent know ng exactly who it

is, we can't determ ne that.
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So we think it's -- we think it should be where
we have a denonstrable reason to believe that that is
the party.

MS. HARRI NGTON:  Question from Mark

MR. HERTZENDCRF: It appears that one of the
i ssues that we're discussing here is the LECs and
vendors are concerned that the rule is going to alter
the way that they do business by limting authorization
for new service or enhanced service to a line
subscriber, and what I'minterested in know ng i s how
difficult would it be to change to a new regi ne where
consuners understand that they can only change service
or order enhanced service if they are on the bill?

VWhat |'mtrying to get at, is this really a
tenporary problemraised by the vendor and the LECs or
is this a permanent problenf? |In other words, over tine
won't consuners understand that they can order these new
services unless they're listed on the bill, and over
time won't nore people sinply be listed on the bill
as -- on the LEC bill and understand that you have to
have the whole famly or whatever or all the adults?

M5. HARRI NGTON: Mark from SBC has his post-it
up. Mark, would you take a crack at that question,
pl ease?

MR, FARRELL: Sur e. Let me start off with
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saying that we agree with AT&T that anyone in the
househol d of | egal age should be able to order services,
and to address Mark's question, | think it is a
permanent switch. 1It's only the name that's on the
account that woul d inconveni ence the consuner.

An exanple that | would use, let's say ny nane
is on the account, and ny wife wants caller |ID service.
She calls the tel ephone conpany up and says, | would

like caller 1D service. The service rep says, 00ps,

sorry, your name is not on the account, |I'msorry, you
can't order it. She says, Wll, it's ny husband. So
then she'll either call nme and say, Order caller ID

service, and |I'mpretty slow about everything so we
woul d never get it, so |l think it's really a consuner
conveni ence question, and that's how it should be | ooked
at .

In terns of business, | would |ike to address
the gentl eman from ACUTA, SBC s policy is that we do ask
for an authorized person for tel ephone services so that
we' re supposed to check. If sonmeone calls in and orders
new service, we're supposed to check for those people.

It's really an officer or a desk type person
and then last | would like to address this billing
option. There seens to be sonme -- there's a suggestion

that it's a sinister intent on the LECs to do this, and
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| would like to address that that is not correct.

The LECs are very concerned with the RBOCs about
cramm ng, and we're trying to address that problem Qur
consuners are telling us that third parties are
subm tting charges that aren't authorized on our bill,
and that's why we're | ooking at devel oping a buil di ng
bl ock.

And in terns of how that bill block | ooks, the
RBOCs want to make sure that they have all the options
they have, so | think we're going to listen to what our
custoner wants in developing the bill block, and back to
Mark, | think that woul d be a big change.

M5. HARRI NGTON:  Fol | ow up question from Adam

MR COHN: Yes. | would just like to ask
about: One of the proposals in the proposed rul emaking
was that express authorization could be given by the use
of a PIN. Wy don't the LECs just issue the PINs to the
persons to be billed? That would be easy, just put that
in the billing statenent, and anyone authorized to use
it could just hand themthe PIN, hand them a copy of the
bill.

It seens to ne that would be a very easy step to
sol ve that issue of express authorization.

M5. HARRINGTON: We're going to turn to John who

has his post-it up for the first crack at that, and,
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Mark, we'll come back to you for an answer as well, if
that's all right.

MR. GOODMAN: | would |ike to answer the two
guestions together because | think they are related. W
have 40 mllion access lines, |I'mnot sure how many
i ndi vi dual consuners. It would be a huge change in
t hi nki ng for people to understand that they have to put
their -- have to give their spouse's nane to the phone
conpany in order to order things and charge things.

It is not easy to change people's mnd set in
this way. I'mwith Bell Atlantic. There are people |
conme in contact with, educated people who think Bel
Atlantic is still part of AT&T, and that is 15 years
after the break up

Peopl e are not going to all of a sudden -- if it
takes themthat long to realize that we are two
different conpanies or eight different conpanies, they
are never going to get their mnds around this, and
they're never going to want to use PINs | think, and
everything that we have learned in talking to our
consuners has told us that they don't want to use PINs.
They have too many nunbers as it is.

They don't want to go froma seven digit phone
nunber to a ten digit phone nunber, |et alone a four

digit or eight digit PIN on top of that. They don't
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want t hat.

M5. HARRI NGTON: John, does Bell Atlantic have
plans to include electrical or cable or other services
comng in to the hone on its billing platforn?

MR. GOODMAN: | am not aware of anything in the
power industry. Qur consumers tell us that they |like
getting a single bill. That in part is why a nunber of
| ong di stance conpanies bill on our bill because their
consuners, who are also our consuners, find that to be a
conveni ence, so instead of witing a check to Bel
Atlantic and a check to AT&T or a check to MCl or a
check to Sprint whomyou dialed around to get to, they
wite one check, and they |ike that.

They also would like I think to wite one check
to Bell Atlantic or Bell Atlantic Local and intralLATA,
and interLATA toll and Internet and wrel ess and
everything else that Bell Atlantic offers them

| think our consuners would m nd that kind of
change if they got a nunber of separate bills in from
Bell Atlantic for services that they get from Bel
Atl antic.

M5. HARRI NGTON: Wiy woul dn't consuners al so
want the conveni ence of including on their Bell Atlantic
bill, if they chose to do so, their clothing purchases

and their --
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MR. GOODMAN:.  They m ght --

M5. HARRI NGTON:  And their groceries?

MR. GOODMAN:  That's not the business -- we have
a variety of reasons. One is to get to the service that
we provide, the range of services that Bell Atlantic
provides to Bell Atlantic consuners | think -- | can't
t hink of any reason why a provider of multiple services
must be required to send nultiple bills, and -- go
ahead.

M5. HARRI NGTON: Yes. On the question of
opi nions and consuner's mnd sets and the difficulty of
changi ng those, how long did Bell Atlantic allow for the
transition fromseven to ten digit dialing let's say in
Maryland? | live there, and we switched a few years
ago, and there's a requirenent that in this |ocal
dialing area you have to use ten digits instead of
seven. How |long was the ranp up for that?

MR. GOODMAN:. There was an educati on program
and then there was a period of optional dialing. You
di al ed either seven or ten.

M5. HARRI NGTON: Right, how long is that.

MR. GOODMAN: | think probably six to nine

nmont hs.

»

HARRI NGTON: It 1ooks like Jimknows.

2

BOLIN. 1'm90 percent sure it was six
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nont hs.

MR. GOODMAN:  And at the end of that period, if
a customer dialed wong, the custoner heard a recording
that said, Dial the area code, so there was kind of an
on the spot education, and --

M5. HARRI NGTON:  Wiat about PINs, why couldn't
Bell Atlantic do an education canpai gn and have a six
nmonth ranp up and then when people tried to access
services but didn't have the PIN get a recording that
says, Qops, no PIN, no service? 1Isn't it a simlar kind
of proposition here?

MR GOODMVAN:  Coul d we?

M5. HARRINGTON: But in ternms of noving this
consunmer mnd set wouldn't that be a simlar
proposi tion?

MR. GOODMAN:. Probably. Can | make a couple
observati ons?

M5. HARRI NGTON:  Sure.

MR. GOODMAN:  Peopl e have said a few things
about billing block, and I would like to clarify and
correct sonething | said in response to Tony. Qur
billing block will be on -- is not going to be on a |line
| evel but will be on an account |level, and |I woul d guess
that | arge end user |ike Brown m ght well have nore than

one account, a student |ine account or a faculty |ine
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account, but it is -- it is not done to the individual
l'ine.

The ot her observation | think is that our
billing block would stop dialing around, a custoner who
dials 10 XXX to get to a different carrier, that our
bl ock woul d stop the blocking of that. It will not.

The only thing that is subject to this block is the
m scel | aneous charge that --

MS. M TCHELL: 4250.

MR GOODMAN. So it is not the tel ephone charge,
and a third observation, we are not going to put this on
every custonmer's line. W will put it on the custoner's
line only at the request of the customer, so this is not
athing we are -- contrary to the desires of the
gentl eman from Fl ori da yesterday, we are going to bl ock
everything at the begi nning.

W're only going to do it in response to a
speci fic custoner request.

M5. HARRI NGTON: Gkay. Cynthia?

M5. MLLER Yes, Cynthia MIler, Florida Public
Service Comm ssion. Underlying the debate is the whole
t hi ng about custoner confusion, and this is sonething
that we have filed extensive comments with the FCC on in
their Truth-in-Billing.

| noticed a proposed rul emaki ng, and as
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everyone's acknow edged is a continuing concern, and we
are urging the FCC to do a huge consuner awareness
canpaign as Florida is doing. Florida asked for a
mllion dollars just on one narrow aspect to educate
consuners about life line this year.

W didn't get the mllion dollars. W got
statutory authority but not the dollars, but | guess we
woul d urge that the Federal Trade Conm ssion al so
consi der a consuner education canpai gn once these rul es
are issued as to the extent of those areas that you can
antici pate custoner confusion about the way this market
is evolving and the protections that they need.

MS5. HARRI NGTON:  Susan?

M5. GRANT: | have several comrents to nmake to
pi ck up on one of the main things that other people have
said so bear with ne.

| think Mark hit it on the head when | asked, Is
this going to require a new way of doing business.
think it is going to require a new way of doing
busi ness, and the reason for that is is that this isn't
the old tel ephone bill anynore used for the things --
only the traditional services that were billed to the
t el ephone.

This is the new tel ephone bill which is

anal ogous to a credit card where people can charge al
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kinds of things to it, and if you look at it in the sane
way that you |look at a credit card, you can and you
shoul d be able to put nultiple users on it, so that that
woul d address the issue of other people in the household
being able to mx services. | don't really think that
that's a big problem

We have agitated for the LECs to created 4250
bl ocki ng, and we know that they're proceeding with
devel oping that, and we're very gl ad about that, but
we've also said that we do think that people who choose
to have those bl ocks should be able to opt in for
specific services that they want.

And again it all conmes down to whether or not
it's the person who is authorized to charge sonething to
that tel ephone bill making that request to opt in.

Let's remenber that what we're tal king about
here, we're not tal king about dial around. W're not
tal king about toll calls hopefully. W're not talking
about reqgular long distance or |ocal service. W're
tal ki ng about these optional kinds of services.

| think that if sonebody orders such a service
and they're not on the account as being authorized to do
so, there are other options such as giving their credit
card nunber so it can be billed to an account that is

theirs or being direct billed to their address in their
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name, not in the nane of the person whose nanme is on the
phone bill if they're not authorized to act on behal f of
t hat account.

So | think that all of these problens are -- can
be addressed, but it is going to require changing the
way that bills is done. 1It's going to require nore
cooperation between the LECs and the vendors and the
peopl e that represent the vendors.

Just a note about mnors. Mnors as far as |
know i n every state can di savow contracts for things
that are not necessities, and the kinds of services that
we're tal king about here are not necessities. So if a
vendor makes a contract, many of these things that we're
tal king about are recurring charges. They're long-term
contracts.

| f a vendor makes a contract with a kid, no
matter what the rul emaki ng does here, probably the kid
will be able to cancel out on that if he or she w shes
to exercise that right.

M5. HARRI NGTON: Okay. Peter?

MR. BRENNAN:. Thank you. Peter Brennan from
Tel e-publishing. | just wanted to quickly follow up on
a couple of things. Eileen, specifically in response to
your questions, for the record we support the statenent

made by AT&T in answer to that question.
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And regarding the issue of whether sone services
should fall outside or not, we don't think -- we think
the rules should be sort of service neutral, that to put
any kind of limtation on this marketplace certainly
woul d not be appropriate and certainly not in the case
of making a distinction between services offered by LECs
and their affiliates versus services offered by anybody
el se.

Regarding the --

MS. HARRI NGTON: Peter, would you al so agree
t hat adj unct-to-basic services should be treated in the
sanme way as all other services, or do you think that
t hey perhaps should be treated differently?

MR. BRENNAN: | think they should be treated the
same way.

M5. HARRINGTON: | just wanted to clarify.

MR. BRENNAN: In terns of some of the PIN
sol utions which we think could be prom sing and are very
intriguing, we want to make it clear that a PIN woul d
need to be available for all services so it wouldn't be
sonething that -- in other words, we would want all
information providers and service providers to have
access to that database so that there wasn't again a
speci al class of service.

So if that's a solution we see energing, that's
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prom sing, but it needs to nean that the database of the
PINs need to be adm nistrated by the local carriers or
whonever need to be avail able to everybody.

The other thing really in response to one of the
poi nts Susan nade, we have to be careful of the
assunption that everybody has a credit card. The | ast
figure | saw was sonething in the neighborhood that 65
percent of the country has a credit card, and | think
that there's been controversy in other areas about banks
and credit card issues, tightening their restrictions,
| oosening their restrictions and sone of the problens
attendant with that.

So it's not really appropriate to say that
everybody has access to it and you can rip out a card
and use it, so those three points. Thank you.

M5. HARRINGTON: We're going to here from Jim
and Jacque and Tony, and then it's unschedul ed, but |
think we'll take a five-m nute break because we have al
this great Starbucks coffee today, so, Jinf

MR, BOLIN. JimBolin, AT&T. Just as a general
point | think the use of a PIN or sonething like that to
aut hori ze these kinds of services is promsing. The
Commi ssion is going to have to do a cost benefit
analysis as far as making it difficult to get these

servi ces.
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You al so need to consider that while it seens
like a sinple thing, |I can prom se you and |I'l| give you
what ever odds you like, you will see editorial in the
paper saying, Cees, | can't believe the FTC is making us
do this, phone service is conplicated enough already.
Peopl e hate to have changes with their tel ephone
servi ce.

And in the final analysis, it mght be worth it
froma cross benefit perspective, but don't assune it
won't be controversial because it wll.

| would like to provide sone history for the
record that the Conm ssion may not be aware of. \Wen
you tal k about these kinds of billing freezes, the
Comm ssion should know it's not necessarily a sinple
matter froma conpetitive point of view, and you should
take this into account.

This history of PIC freezes shows that incunbent
LECs have and will use it to their advantage. | believe
it was the Illinois PSC and the M chigan PSC found t hat
Anmeritech had abused the PIC freeze process because just
before local toll presubscription, interLATA tol
presubscription was rolled out in those two states,
Anmeritech suddenly provided as a benefit to all of its
subscribers a PIC freeze on local toll calls.

What that neant was for any conpetitor that
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wanted to win away a |l ocal custonmer, they had to do a
t hree-way conference call where they got Anmeritech on
the line with a custonmer and where they get an

aut hori zation, but if Aneritech wanted to switch from
sonebody, they didn't have that problem

VWhat |'m hearing here is sonme suggestions that
these kind of billing freezes m ght not apply to the
LECs end services. That kind of situation has a
potential to create a | ocal conpetitive challenge. It
doesn't nean that the Comm ssion shouldn't investigate
that kind of option, but any kind of billing freeze |ike
t hat can be abused, and history shows it m ght be.

Just as a final point, | would point out an
i ssue that we touched on briefly yesterday. The notion
of enhanced service versus a basic service versus
adj unct-to-basic, it's never been very clear. It
changes every day, when you tal k about an opti onal
service versus a necessary service, that's a line that
changes all the tine.

Touch tone service used to be an option. 1In a
| ot of states now it's mandatory because it's
essentially to use a lot of services. There's
consi deration of making Internet access now part of the
life |line support because they view that soneday that's

going to be a necessity as well.
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So those kinds of lines are not as clear as they
mght initially seem and | would urge the Comm ssion to
keep that in m nd.

M5. HARRI NGTON: Thank you, Jim Jacque?

M5. M TCHELL: The issue of PIN which certainly
isintriguing is certainly no different than today's
worl d where we have an authorized party, neither of
whi ch the vendors have access to, so | would caution
that the availability to that will be what drives the
success of either the PIN or the authorized party
because only if it's available to us to know who those
are or what the PINis and to match that will we have
any dream of success in this product.

M5. HARRI NGTON:  Tony?

MR, TANZI: Most of what | wanted to speak about
has al ready been di scussed. Just a coment to Bel
Atlantic. R ght now your PIC freezes are at the line
| evel, and they do have a unified statenent that says,
We freeze local dial tone, local calling and | ong
di stance calling, and | would just encourage you to use
t he sane thought process and bring the blocking to the
line level. Oherwise it won't be of much use to anyone
in situations |ike mne.

M5. HARRI NGTON: Okay. | think we have

devel oped a pretty good record and had a good di scussi on
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certainly on the first point, and we've gotten
substantially through the second point under the express
aut hori zati on topic.

However, when we resune after our quick break
here, if anyone else would |like to tal k about exenpting
certain types of service fromthe express authorization
requi renent and provide rationale for that proposal,
we're still open to tal king about that.

But | think we're pretty near the end there, and
then we're going to nove into the issue of docunentary
evi dence of express authorization, and we hope that
we' |l have sone good thoughts on that.

| know | said we were going to have a
five-m nute break, but I think I'"'mgoing to nake it ten
m nut es because you m ght need that so five after
10: 00.

(A brief recess was taken.)

M5. HARRI NGTON.  Sonme of you have to | eave
before the very | ast session today, so let ne talk a
l[ittle bit about what the next steps in this proceedi ng
will be. As we said yesterday, for certain follow up
itens, we're leaving the record open until two weeks
fromtoday, and that is June 4, | believe. So sone of
t he handouts that we passed out yesterday that have sone

gquestions, especially the handout on, what was it on,

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



334

t he dat abase but other issues that we have raised as
well, we would invite additional comment by June 4.

The next steps in the proceeding are that the
staff will be reviewing the record and nmaki ng a

recommendation to the Comm ssion for further action.

That coul d be issuance of a final rule. It could be a
request for nore cormment. It could be a change in the
pr oposal .

This isn't a notice and coment adm nistrative
rul emeki ng proceeding so there is a fair anmount of
flexibility that the Comm ssion has.

In addition, should the staff go forward with a
recommendation for a final rule and that be issued,
under the TDDRA, the Federal Trade Conmm ssion does have
noti ce and comment rul emaki ng authority, and one thing
that the record thus far in the workshop and the
comments denonstrates is that there is a lot going on in
the world that is pay-per-call and phone-billed
purchase, and so there may be issues that haven't been
raised in this rul emaking that woul d be appropriate for
foll ow up notice.

So what | will tell you is that we wll be
wor ki ng as quickly as we can to recommend next steps to
the Comm ssion. | would expect that they would be

recommended during the sumrer, and The Federal Register

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



335

is the official source for further information, but also
watch the web site FTC. GOV, so that is what's happening
next .

Now, let's get to the next itemon the agenda
which is the issue of docunentary evidence, and the
guestion is: Wat should constitute docunentary
evi dence that there was express authorization for a non
bl ockabl e tel ephone-billed purchase. |It's proposed
308. 2(b) (10).

For exanple, mght sone of the follow ng shoul d
any of the constitute such evidence: Third-party
verification, witten agreenents, tape or digital
recording. The floor is open.

Jacque, Eric and then Gary.

M5. M TCHELL: A comment that the FTC m ght want
to consider would be in the use of tape or digital
recordi ngs would be to ensure that what is being
recorded is the actual verification of the transaction,
not of sonebody's nanme, not of sonebody grandnother's
name, not of sonebody's age. But actually confirm ng
t hat sonebody wi shes to purchase a product, the anmount
that is going to be charge to that individual, where
that's going to be appear, that it's going to appear on
their phone bill, et cetera, et cetera, so that is

captured, not just nerely that a call took place.
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M5. HARRI NGTON:  Eric?

MR. LEE: Eric Lee with the ECA. | resonate
very much to Susan's comment about the evol ution of the
phone bill as being sonething nore than just a phone
bill, and in fact, ny experience is nostly in the
| nt ernet worl d.

So pretty clearly with CTI, conputer tel ephony
integration, you' re going to be able to have both the
I nternet transaction and the tel ephone call going on at
the sane tinme on the sane line, and so there's going to
be | ots of option besides those.

And | guess what |'m concerned about is that
there's a tel ephony, ook at -- there's a tel ephony
perspective to all of this and that we're going to get
into tel ephony technol ogy.

For exanple, there could be options |ike
certificates of authority, if you're on the net at the
sane tinme, digital signatures, passwords, just other
types of verification, so | do think that we have to
sort of open up the discussion, but again not -- the
basic point is not to phrase it to a certain type of
t echnol ogy.

M5. HARRI NGTON:  Thank you. Gary?

MR. PASSAN: Just two quick points | think. One

is | think the industry in general would like to see the
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maxi mum nunber of choices for express authorizations, so
clearly we think that all of these, and as ECA j ust

said, electronic authorization also should be nmade
avai |l abl e.

Each one has obviously it's own requirenents
associated wwth it, but I think tolimt it to a single
type of docunmentary evidence | think wouldn't serve the
consuners' purposes.

The other point | would like to make is it's
kind of a little bit simlar to that, and we were
talking a ot about the LEC, and as it relates to
docunentary evidence, one of the things | would draw the
Comm ssion's attention to was there was a nunber of bad
actors, | love that term bad actors that instantly
decided to sign -- becone carriers because there were
certain exceptions to the rules that would all ow them as
a carrier.

There's really not nuch nore of barrier of entry
of becom ng a CLEC, and should the rules be such that
LECs are given degrees of freedom then | think we could
see certain actors all suddenly using -- becom ng CLEC
so they can be exenpted fromthe rules. | think that's
anot her reason we need to deal with that issue.

MS5. HARRI NGTON: Loretta? Could you use a

m cr ophone, pl ease?
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M5. GARCIA: Is this one on?. Loretta Garcia,
Teltrust. And it's a conpany that provides a nunber of
services including --

(Di scussion off the record.)

M5. GARCIA: | don't have a PIN, | can't use
thi s one.

| just wanted to say -- Loretta Garci a,
Teltrust. | want to just say how a third-party
verification creates a record. | know that the CERB

representative nentioned that what you want to do is
confirmthat the consuner wants to purchase.

The way that third-party verification works in
the slamm ng context is there's a script that asks a
nunber of questions, and that's usually worked out with
the carrier and could be simlarly worked out with a
vendor .

You ask the custoner's nane, usually sonething
like four digits of the Social Security nunber, possibly
not her's mai den nane or sone other standard information
and then the verifier asks questions.

They get a record fromthe carrier that shows
what service was purchased and the custoner's
information as well so they can confirmthat, and they
just go through this script and ask questions, and they

can create either a witten record in a conputer bank
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or they can create an audio recording, or there are sone
new t echnol ogi es that allow digital voice recording.

And those are used then to notify the carrier
that it has been confirned and that service can go
t hrough, and then also if a dispute arises |ater, that
record can be used to confirmthat the transaction took
pl ace and that it is the right consuner, it is the
aut hori zed consuner.

M5. HARRI NGTON:  Thank you. John from PVA?

MR. AVWERDI CK:  John Awerdick, PMA. | think I'm
agreeing basically with prior people. 1In our comments
we indicated that the taping should include the nateri al
terms of the transaction, basically along the |ines that
Jacque suggested, and al so we would say | ook to the
common mar keting sal es rul es approach to tel ephone
checks to create a laundry |list of possible neans of
verification, which mght be third-party verification
woul d be witten, would be taping or digital recordings
or sonething of that sort or any other new technol ogi es
t hat appear.

M5. HARRI NGTON:  Thank you, John. Cynthia? 1'm
sorry, it's Rick

MR MOSES: | didn't recognize the nane.

M5. HARRINGTON: Do you |like to be known as
Cynt hi a?
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MR. MOSES: |'ve been called a | ot worse.

No, | want to make a comment that we agree with
Jacquel ene, that there should be a digital recording of
the information, and I would go even further, that in
that information that there should also be a PIN nunber
included, and | agree with her response earlier that
t hey shoul d be given access.

But | think the access should be given in a
query nuch the sane as the gentleman said yesterday
afternoon, and in that query, not necessarily give the
service provider the PIN nunber but give himjust a
verification much like a VISA transaction saying it's
aut hori zed or not authorized.

M5. HARRI NGTON: Ckay. Tony?

MR, TANZI: | agree with what Rick just said
w th one added caveat. Express authorization w thout
the authorized source giving that, regardl ess of whet her
it's captured on tape or digital recording, doesn't
fulfill in answer to the issue.

MS. HARRI NGTON: Jacque?

M5. M TCHELL: W are currently requiring our
service providers to use several different clarification
points in their verification. W would suggest that
per haps one of the solutions to this in addition to the

total verification is perhaps a certification of
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third-party vendors, so the third-party vendors are
required to neet sone very specific requirenents because
we have seen sone abuse in that world that actually
led -- allows problenms to occur for the carrier or the
service provider because the verification conpany didn't
meet the requirenent that they needed to neet.

They deviated fromthe script. They sent the
wrong nessage. They were abusive to the end user.

M5. HARRI NGTON:  Debbi e?

M5. HAGAN:. Debbie Hagan. | think that we kind
of set this out in our comments, | don't want to
reiterate, but Illinois did recently pass a | aw on

requiring further confirmation of these types of
services, and if you use third-party verification, we
have very specific requirements which cone from
essentially part of our experience in slammng and the
use of third-party verification and in the litigation we
filed on cranm ng.

It's very inportant that you be able to
substantiate that it is in fact an i ndependent entity
doing the verification. W required themnot to be on
comm ssion. W do not want the situation where the
tel emarketer transfers a line to the verifier and stays
on the line and listens to the call.

W need the conplete terns of the transaction
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di scl osed and authorization for the nethod of billing,
and | also wanted to throw out to the industry, if you
can enlighten ne, howreliable this voice capture is. |
mean, many tines | have industry provide to ne tapes

wi th voice capture on them and | have consuners tel

me, That's not ny voice, and they recaptured it.

Does anyone have any thoughts on this nmethod of
verification and its reliability?

MS. HARRI NGTON: Jacque | ooks |i ke she has an
answer .

M5. M TCHELL: It's a personal experience. As
president | do receive calls fromend users, and
recently an enpl oyee of m ne brought ne a copy of a
bill, and in looking at it, it was for an outrageous
anmount, and so | made the call to the custoner service
inquiry center of the conmpany billing and began the
i nvestigation and was able to hear, quote, the supposed
confirmation.

And it was her under aged son who under question
-- now, keep in mnd he's 16 years old, so we're going
to assunme for this conversation that he's telling the
truth. You have no reason to speculate that he is not
telling the truth to his nother under duress of God
knows what .

But anyway, he said that he said he did not have
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authority, No, | do not have authority. |In listening to
the tape, | have authority or no, | don't have

authority. Anyway, this conversation was m sstated from
what he said he said. And it was clearly his voice, we
do know t hat.

| have experience wth our vendors where the
tel emarketing person is on the line, and there is sone
stopping of the conversation as the telemarketer tries
to continue to sell the user when the user is saying no
or the potential end user says no, so those can be -- if
that tel emarketer is on the line, there can be abuse in
this program

I'm-- I"mnot famliar with Teltrust's process,
so | can't speak to that.

M5. HAGAN: Eileen, can | say, it's not only in
that situation, but in the recent cramm ng cases that we
just brought the verifier would stop the tape, according
to the consuner, give verbal things, You're going to
confirmthat you just want to |look at an information
package, right, right, and put the tape back on and say,
This is to confirmyour, quote, decision, and then nove
on.

And | guess we just worry that this not being
given in sone of the coments a presunption because we

have seen so many problenms with this type of
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verification.

M5. M TCHELL: The only response | have is
that's why | speak to this possibility of certification
of vendors because we're seeing tel emarketing abuse,
pure tel emarketi ng abuse across the United States, and
we know it's happening in this environnent because we're
experiencing it.

M5. HARRI NGTON: Al len has a question.

MR. HI LE: For Jacque, you say certification of
the vendors. Wat exactly do you nean?

M5. M TCHELL: 1'mtalking about certification
for the third-party verifiers, the verification
conpanies if you will, who should neet sone standards,
stringent standards on how they operate, that they are
not paid commssion. The Illinois rule is very, very
good as it relates to controlling that environnment.

There needs to be control. They should be
i ndependent. It needs to be certified that they are not
a part of that conpany. They do not, they should have
not have access to the telemarketer on the line. That
shoul d not be a possibility.

And if you renove that association, conm ssion's
shoul d not be paid. That starts elimnating the revenue
streamthat they m ght be earning from signing up

consuners who really don't want to be signing up
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MR HLE Illinois has a rule for that area?
M5. MTCHELL: |I'mnot famliar with the tota
package of Illinois rule, so | can't speak to that, but

| like doing sonething with the verification bureaus so
they neet a requirenent that's a stiff standard.

M5. HARRI NGTON:  Who shoul d be responsi ble for
in your thinking for conducting that certification? Wo
shoul d bear the burden of making certain that either
third-party vendors who are verifiers or third-party
vendors for that matter who are billing -- is there an
issue here -- in part this gets us into the discussion
that we're going to have next on knew or should know.

But who shoul d be responsible for nonitoring and
certifying in your |anguage that third-party verifiers
or third-party vendors who bill on the bill are not
fraudul ent or are follow ng standards that tend to nmake
fraud difficult?

M5. M TCHELL: Let's separate your question into
two because to ne they're distinctly different. The
third-party verifier that is actually a renoved party
who is verifying a transaction, let's talk about that
first. W should certify them | can't speak to that.
" m not sure.

What can happen though is that the service

providers, the billing clearinghouses can nandate and do
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mandate that there are about six things that have to be
included in the verification of who should certify that
they are certifiable, perhaps it's the tel emarketing
associ ation, maybe it's the FTC, but froma third-party
verification conpany, that process is critical to the
success of this if there's going to be the capability to
do a data kind of transaction, if it's a live voice data
recorded transaction. There are controls that need to
be there.

There are a nunber of good third-party
verifiers, and then there are a nunber of very poor ones
of those kinds of conpanies, so they need to be
addr essed.

From a service provider perspective, the second
part of your question, should the service providers that
are providing m scell aneous enhanced type services, the
nontraditional which we have not yet defined, | can't
speak to certification for that.

s that certification -- it's a trenendously
nmovi ng mar ket today, Internet, all the new kinds of
services that are out there. [It's just a noving
target. It's hard for the clearinghouses to keep up
with what's going on in that marketplace, and certainly
we don't want to limt the new technol ogy and the

conpetitive services that are avail abl e.
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So to speak to certification to that, | think
it's too big of an issue to really hone down.

MS. HARRI NGTON: Adam has a question.

MR COHN. | wanted to actually get back to the
guestion that Debbi e Hagan asked earlier, and that is
the eval uation of these types of verification nethods on
the basis of how easy they can be used to actually
verify that there was authorization

For exanple, an exanple, Jacque, that you
mentioned earlier you had a custoner, a femal e custoner
who called to conplain about a service, and the tape
that was being used to justify billing her was of a male
voice, and | don't understand how the voice of soneone
el se could be used to justify charging her or maybe they
t hought it was a spouse authorized to do it or perhaps a
househol d nenber.

But if the tape can't actually be used to verify
that it's the voice of the person being billed, of what
value is it to the billing?

MS. MTCHELL: Let nme correct that, okay? There
was no assunption that it was the owner of the phone,
what the LEC would say would be the authorized party.
There was no assunption that it was her making the
authorization. It was clearly -- what the person said

was the authorized party who said, yes, |I'mover the age

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



348

of 18 or whatever they said.

So clearly it was the son who nmade this
commtnment or not commtnent to this provider, not to
say that it was the nother of the son, but the son
because we could hear it on a recording. There was
no -- that wasn't an issue.

M5. HARRI NGTON: Mark, you have a questi on.

MR, HERTZENDORF: | was wondering if soneone
coul d coment how extensive should direct billing by
audi ot ext vendors is currently, and should direct
billing by vendors use the sane |level or require the
sanme | evel of express authorization as charges placed on
a LEC bill?

M5. HARRINGTON. | have a list of the people who
had their post-its up, so I'll conme back to, but would
anyone |like to answer Mark's question? Gary?

MR. PASSAN. | guess | can take a bit of a shot
at it. Direct bill is sonething that's been grow ng
over the last few years, primarily as | think a nmethod
by the industry to provide services to consuners that
have becone bl ocked for 900 reasons or don't have credit
cards or whatever

| think it's the industry's general perception
that the new rul es being promul gated, subsidence under

direct billing underneath the concept of presubscription
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and therefore would have to neet all the basic rules and
the things we've outlined here.

So I"'mnot sure if | answered your question
directly, but that's pretty nmuch where it is.

MR, HERTZENDORF: | think you did.

M5. HARRI NGTON:  Susan?

MS. GRANT: | think it would be in everybody's
interest for the sane rules to apply because we tal ked
yest erday about consumers responsibility to pay bills,
the possibility that vendors can take collection
measures and that debts can be referred to credit
reporting bureaus.

No matter whether it ends up on the phone bill
or otherwise, |I think it is inportant to have
verification that the consuner made that purchase to
protect the interests of the vendors as well as the
consuner.

We really believe that third-party verification
if it's done correctly, is the way to go here, not that
we would elimnate the possibility of other neans of
verification as well, but we think that it's really
inmportant for the FTC to prescribes what the basic
standards of those nethods should be to address the very
i ssues that Debbie raised.

We hear a lot at our fraud center about doctored
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or edited tapes. It's a huge problem and to address
that, you really have to do the things that it seens the
II'linois statute has done.

MS. HARRI NGTON:. Thank you, Susan. John and
then Loretta?

MR. AWERDICK: | didn't take it down before.

M5. HARRI NGTON: Loretta?

M5. GARCIA: Loretta Garcia, Teltrust. | wanted
to address two points. One was independence criteria,
and the other was certification, and the FCC recently
adopted neasures -- criteria for independents, and those
are that the third-party verification entity needs to be
owned -- not owned, controlled or operated by the
carrier, and has to be operating in a |location separate
fromthe carrier, and it needs to not be paid on the
basis that would incent it to approve the purchase, and
those are neasures that the FTC coul d adopt as well.

And then on the point of certification, I am not
fully aware of anyone who requires certification, but
there are states that are requiring registration of a
third-party verification entity. Massachusetts is one.
California has sonme requirenents in that regard.

And there are proposals in the coments, and the
FTC s opened further notice on slamm ng that woul d have

registration as well, and that's a self certification

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



351

kind of process. But there are |lots of conpanies
operating with good business practices in the
verification market, and the fact that other states are
followng California's lead in adopting third-party
verification I think is a high recomendation for its
val ue.

M5. HARRI NGTON: Does anyone el se have anything
to say on the subject of express authorization or
verification? Susan?

MS. GRANT: Just one nore point about who should
be responsi bl e whet her the vendor arranges for
third-party verification directly or through an
aggregator, | think that ultimtely the vendor renains
responsi ble as do any parties in between, because those
other entities are acting as its agent, and | think that
nmoni toring can be done either directly by the vendor or
requi red by the vendor of an aggregator, if the
aggregator is acting as a mddl eman to nmake those
arrangenments so that the vendor can be apprised if it
seens as though there is any problem quickly and take
action to deal wth the issue of knew or shoul d have
known.

MS. HARRI NGTON:  Ji nP?

MR, BOLIN  Just briefly, not on the subject of

third-party verification but on the issue of witten
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agreenents. Since the statute expressly all ows
presubscription agreenents to be transmtted
electronically, | would respectfully suggest it would be
hel pful if the Comm ssion would clarify the issue that
agreenents sent by E mail or available on the web be
printed out by the customer and viewed under that should
al so be valid witten agreenents that would satisfy the
presubscription requirenments and express authorization
requi renment.

M5. HARRI NGTON: Al be?

MR. ANGEL: The Billing Reform Task Force woul d
support that proposal.

M5. HARRI NGTON:  Anybody el se have anyt hi ng?

Al right.

We're going to nove along to the subject that
actually is scheduled for 11:15 to 12:45, and that is:
Knew or shoul d have known liability for |lack of express
aut hori zation, and | draw your attention here to handout
Dliability for billing consuners w thout authorization,
di scussi on of safe harbor or rebuttable presunption to
limt liability.

The general subjects for discussion here include
our proposal, Conmm ssion's proposal that there should
have been a knew or should have known standard liability

for vendors, service bureaus and billing entities.

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



353

The first question that we want to tal k about is
whet her there shoul d be safe harbor protection or a
rebuttal presunption against that standard of liability,
if certain steps are taken, for exanple, third-party
verification, conplaint nonitoring, the offer of billing
bl ock options to consuners.

To nmove over to handout D, sone of the
comenters suggested that the Commission |imt liability
under this proposed section of the rule. One question
is: What steps, if any, should mtigate a vendor's
l[iability, and then under that question on the handout,
there are several proposed ways that vendors m ght
mtigate their liability.

So |l would like to open the floor to
di scussion. Does anyone have anything to say or do you
need to take a mnute to shift gears here? | hear the
gears neshing. Let's take a m nute.

| made a mstake. | went to a part of the
handout that's about vendor liability. Adam just speak
into the m crophone here, share with the cl ass.

MR. COHN: As far as the handout is concerned,
the first portion is about mtigating the vendor's
l[iability as opposed to the billing entity's liability
and the service bureaus, and the second part is

specifically about the service bureaus.
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M5. HARRINGTON:. So we're going to talk about
vendor first, focus on vendor mtigation. Gary?

MR. PASSAN. Really only one mnor point. First
| would Iike to say we're in strong support of the
Comm ssi on developing criteria i ke this, and everything
we've read here we think is very positive and | think
will give us a road map of how to operate the business
in away that woul d keep us out of harm s way.

| think the industry in general obviously
doesn't want disputes with consuners or the Conmm ssion
or anyone else, and it's inportant and hel pful to be
provi ded safe harbor suggestions, even if they're
informal so that we can operate our businesses.

The only m nor comment that | believe we would
like to make on this area is that there is the ability
in the presubscription rules to send out a witten
confirmation of signing up to presubscription, and |
believe that if that's done, the comment here about
using witten confirmation of transaction i s sonewhat
redundant because that would be followed by the invoice
or the transaction itself that would conme foll ow ng
al ong behind as soon as we began to use it.

So again we would Iike not to have, Yes, you
signed up, yes, you're going to get a bill, here's your

bill process. | think that adds a | ot of economcs to
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the process, and I don't think it inproves
communi cations with the consuner.

M5. HARRI NGTON:  Debbi e?

MR. HAGAN. We just want to go on the record,
and we did not discuss this anong the states, and so |
can't give a position, but we -- | don't want to create
a situation where it becones difficult to prove this
kind of liability because we have sone presunptions that
may be able to be manipul ated, that we can't get past
legally in terns of a presunption, and in particular the
second one about refunds.

In the first set of crammng litigation cases
that we filed, we found in a single nonth there was 70
percent refund billing credits in the records we
subpoenaed. | would be very concerned that just because
you give credits, that's a presunption that consuners
haven't been msled in the transaction.

So we m ght get back to you on this point.

M5. HARRI NGTON: Let ne follow up and take the
facts that you just described where a vendor provided
refunds to 70 percent of its purchasers, and you think
that there should not be any presunption established by
granting refunds.

Say nore about what you nean by that.

M5. HAGAN: All | can say is practically it
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al ways hel ps ne actually deal with the case, and in

t hese cases, when we subpoenaed the billing records from
the bill aggregators for certain vendors and they
provided that to us, for exanple, for a one-nonth's
billing, I mean, if you just |ook at a picture of one
month's billing, in some instance there was up to 70
percent refunds given.

And | think that this indicated that -- and then
speaki ng and interview ng consuners, which were a slice
of what was happeni ng, we found that consuners had been
m sl ed and that the |evel of credits indicated that
there were a high I evel of consuners who had been
m sl ed.

And as a | aw enforcenent agency, | think we find
that many tinmes credits will be given, sonetinmes for the
ri ght reasons and sonetines to canoufl age a probl em

M5. HARRINGTON. Allen, a follow up question?

MR, H LE: So basically what you're saying is a
high level of credit can -- credits can be an indicator
that there's a problem not so nmuch as the problemis
created by the vendor but the inferences that you can
draw froma high level of credits.

M5. HAGAN: It's very negative that at this
point that all these consunmers saw this on their bill,

realized that they didn't know anything about it and
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called the 800 nunber on the bill to have it taken off.

M5. HARRINGTON: | think that on the handout,
the mtigating circunstance may be slightly different,
and that is that the vendor ensures pronpt and ful
refunds where there's no verifiable record denonstrating
custonmer authorization, so let's take the situation
where there's no evidence of custoner authorization, and
the records show that every custonmer who asked for a
refund got one.

Whul d t hat change your --

M5. HAGAN: No, | would still hesitate. To ne
t hat woul d encourage themto not make a record, and then
i f consunmers conplain, credit them

M5. HARRI NGTON: And assune that a certain
percentage of msled consuners will not conplain, is
that the point you're making?

M5. HAGAN. Exactly, and we've seen that in the
sl amm ng hearings, that they count on a certain
percent age of sone very bottomline sellers.

M5. HARRI NGTON: Adam foll ow up?

MR, COHN:. Wuld it help your concern if the
first requirenent in maintaining a record were nmade in
conjunction with the second, that they were naintaining
the record and that would nake sonething else, that you

woul d presune that they were behaving well?
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The scenario that you described, they were not

mai ntai ning records and just crediting people based on

their call, assum ng that sonme people woul d just
overl ook the bill and pay it?
M5. HAGAN. Not necessarily. [In sone instances

what happened was the providers produced the sweepst akes
formor they played back a verification to a consuner
over the phone. | wouldn't call it verifiable, but
t here was sone docunentation, and | understand your goa
of trying to encourage credits and getting the consuner
out of the situation quickly, but I haven't discussed
this with the other states, but | would just say that
for our perspective that's problematic right now

M5. HARRI NGTON: Let nme just follow up. One of
the things that we heard sonme conment on yesterday from
the vendors is the problem of consuner fraud on them

How does this -- can you talk at all about how
you see that issue relating to this issue, if you see a
connection?

M5. HAGAN: | think that if we're tal king about
900 nunbers, it's a different story, and | think there
are sonme instances where it's nore legitimte that they
shoul d have a concern, but in our experience with
cranmng, | would say that there has not been an

i nstance of consuner fraud because this is just an
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i nstance where we have seen that whol esal e peopl e have
just not authorized this.

M5. HARRI NGTON: Okay. We'll hear from John and
John and then Susan.

MR. AWERDI CK: First | want to say we support --
John Awerdi ck

(Di scussion off the record.)

MR. AVWERDI CK:  Sorry. John Awerdi ck of PMA

We support the concept of a safe harbor, and we
support a laundry list such as the one suggested here
and such as we discussed with express verification.

On Debbie's particular issue, | wonder whether
failure to issue refunds perhaps should be the
indicator. You may be correct that excessive refunds
indicate that there's a problem On the other hand a
failure to issue refunds would indicate a failure to pay
attention to the ordinary consumer situation, and that's
like shifting focus and that m ght make a difference.

But beyond that, the laundry |list concept nakes
sense.

M5. HAGAN. | just need to discuss this with the
ot her states.

M5. HARRI NGTON:  Ckay.

M5. HARRI NGTON:  John?

MR. GOODMAN:  We also think a laundry list --
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M5. HARRI NGTON: Speak into the m crophone.

MR, GOODMAN: A laundry |ist concept of safe
harbor is one of the things that an entity knows that it
can do to protect itself and is a good idea.

In our coments | think that we had a probl em
with the kind of softness of the knew or should have
known standard because that's open to a variety of
constructions by individual courts and agencies. |
woul d think the nore it can be made cl ear what a
provider can do to get itself off the hook, | think the
better it is for all providers, and | think also from
your point of view encourages people to do the right
t hi ng.

One of the issues in terns of where the rule is
witten is that it applies this knew or shoul d have
known standard to all three of the people in the chain,
t he vendor and the service bureau and the billing
entity, and it is really only |I believe the vendor who
can know or woul d have any firsthand way to know whet her
the charge is authorized or not.

People two or three steps down the chain really
can't tell, and knew or should have known strikes ne as
a strange standard to apply to the vendor who is in
conplete control of the transaction. It may be --

M5. HARRI NGTON:. Let ne follow up on a question
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with that though. W' ve heard fromsone of the vendors
that there are | arge nunbers of disputes on transactions
for their service that they do not |earn about until
sone time later, and in that situation it's the
aggregator or the LEC, anong others, who actually know.

MR. GOODMAN:  They don't know if the purchase --

M5. HARRI NGTON: No, they don't.

MR. GOODMAN:  -- was authorized?

M5. HARRI NGTON:  No, but they know about the
| arge nunber of disputes, and they also know if it is
BNA or if it is sonething nore specific, so there is
know edge of consuner response on the part of the LEC,
and | would -- and maybe not that know edge on the part
of the vendor, which seens to nme to change a bit your
characterization that it's the vendor who's in a
position to know at |east that consuners are claimng
that this never happened.

MR. GOODMAN:  No, | was saying that it is only
the vendor who is in a position to know whet her the
charge was expressly authorized. And so the knew or
shoul d have known standard applied to the vendor seens
to be kind of too low a bar in a sense, because while it
m ght make sense, as you have further defined it over
here, to apply that kind of standard to the people who

did not actually nake the sale, who were not the vendor,
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this is a strange one to apply to the actual person to
make a sale or who clained to have nade a sale to the
cust oner.

M5. HARRI NGTON: A follow up from Adam

MR, COHN. But aren't there different things
that a vendor and a billing entity and aggregator should
know? A vendor would be in a position to know different
t hi ngs and shoul d know various other things and howis
that -- would you agree with that?

MR, GOODMAN:. | would say, yes. Each person in
the chain knows or should know different things, but the
thing that the rule or proposed rule is keyed to is knew
or should have known that the transaction was not
aut hori zed.

M5. HARRI NGTON: But let's say that the vendor
sells a service, that it's a 4250 sort of thing, that
the people who are called and are billed on the basis of
ANl for that service all clainmed to be authorized. They
all claimto be the line subscriber, so what the vendor
knows are all these people are calling up, buying a
service and they all say, Yes, |I'mauthorized, |I'mthe
I i ne subscri ber.

Now, the vendor doesn't have BNA unl ess the
vendor is a common carrier, and it may take nonths for

the vendor to hear back that consuners, |ine subscribers
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are whol esale claimng that they don't know anyt hing
about this, that they never authorized this purchase.

So who knows there and who can know in that
situation that the |ine subscriber has not expressly
aut hori zed the charge? | nean, | don't think it's the
vendor .

MR. GOODMAN:  The question is, and back to the
i ssue we were tal king about this norning, who ought to
be able to authorize the charge, and if it is -- if the
rul e continues as proposed, that it can only be the
person whose nane is in the records of the | ocal
t el ephone conpany, then w thout sonme ot her form of
confirmation, then, no, the vendor is not going to
know.

M5. HARRI NGTON: Al |l en?

MR HLE [|I'mwondering if the inplication of
what you're saying is that you' re suggesting strict
l[tability standard for the vendors and sonething | ower
for the others in the chain of these transactions?

MR. GOODMAN:  No, I"'mnot claimng to provide
building a barrier. I'"'msaying that it strikes ne as
strange comng into the rule or the proposed rule as a
reader, that it was the same term nol ogy applied to al
the people in the chain, even though different people

had di fferent amounts of know edge and different anmounts
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of control over what they could know or could not be
meant .

M5. HARRI NGTON: Okay. Susan and then Peter and
t hen MarKk.

M5. GRANT: 900 nunber calls may be different
than the other kind of tel ephone-billed purchases, but
at least for the other kinds of tel ephone-billed
purchases, we generally are not in favor of creating
saf e harbors for the vendors.

We think that they have an obligation to arrange
for express authorization to be obtained and to nonitor
it so that they know what's going on. It may be
different for sone of the other parties involved,
particularly the LECs and perhaps the |ong distance
conpanies in the case of 900 nunber disputes.

But certainly for these other kinds of purchases
where you would start froma point of obtaining express
aut horization, then | think that strict liability should
apply.

And if there was any kind of safe harbor created
| certainly, to pick up on Debbie's point, would not
i ncl ude as evidence of com ng under that giving refunds,
and we know that for fraud in this area and ot her Kkinds
of frauds that sonetinmes refunds are given just to keep

people fromconplaining to authorities and that you can
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make a trenmendous amount of ill-gotten gains, even if
all you're doing is collecting 30 percent instead of the
whol e 100, and giving the other 70 percent back.

So we would urge the Comm ssion to |look at this
fromthe standpoint of your behavior in ensuring that
express authorization is obtained to begin with and not
your behavior after the fact, not that we want to
di scourage conpanies frompronptly resol ving consumner
conpl ai nts.

M5. HARRI NGTON: Thank you. Peter?

MR. BRENNAN. Thank you. Peter Brennan from
TPI. A couple of notes. First of all, | appreciate
that you two, both of you, both Susan and Debbi e, have
hi ghl i ghted the distinction between 900 nunbers because
| think it's a critical distinction.

But one of the trends we have to realize is of
course the dem se of 900, which |I view as unfortunate,
but which is a fact and but particularly in the
devel opnent of Internet services which are increasing
the trend toward a subscription nodel as opposed to a
transactional nodel, where a subscription for a service
of $7 a nonth or sonething |ike that as opposed to a
buck each transacti on.

It means that this -- in general | think you're

going to be seeing nore and nore of this nodel being
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used in the marketplace, and I think that's sonething
that you need to be -- to remain cognizant of.

Also | would really think nust caution agai nst
using the neasure of a high neasure of refunds being
granted as an adm ssion or as an indication of guilt or
of an unworthy service.

In many cases, service providers do that just as
a matter of good faith to say, Look, if there was any
m sunder st andi ng about the kind of service, it's on the
house, the first one's on the house, and particularly in
situations where ot her people have control over how
those refunds are granted like in the 900 arena where
the LECs are actually the ones who in a | ot of cases

have the first line and are very free about giving away

r ef unds.

MS. HARRI NGTON.  Mar k?

MR. FARRELL: Mark Farrell, SBC Communi cati ons.
Eileen, | would like to get back to your question in
terms of who has nore know edge. It is the service

vendor, and the reason | say that is service vendors
handl e nost of their customer conplaint calls. They are
responsible for it. Their nunber is on the tel ephone
bill. They're getting the calls. They know whet her
there's a problemw th service or not.

SBC al so provides conplaint levels on a nonthly
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basis to all our BNC custonmers, and the third point |
would i ke to make is that the service providers now
have the services they need. They know whether there's
going to be problens or not. |It's not the LEC that's
out there marketing. |It's the service providers.

M5. HARRI NGTON: A follow up from Mari anne.

M5. SCHWANKE: You indicated that the service
vendor's nunber is on the bill and that they handl e nost
of the consuner conplaints, but it's ny understandi ng
that either the LEC or the billing aggregator is usually
the one to handle the conplaints. Could you clarify
t hat ?

MR. FARRELL: Yeah. There are three options.
One, the service provider can handl e the custoner
conpl aint thensel ves or they can hi gher sonmebody el se
out there. Oten tines it would be the clearinghouse,
and last is the LEC, but generally that is part of the
billing and services that we provide as an option, but
nost of the clearinghouses and the conpanies that bill
t hrough us do not want that. They do not contract for
us to provide that service. Instead they handle it
t hensel ves.

M5. SCHWANKE: Are you saying nost commonly it's
the billing clearinghouse that handl es the consuner

conpl ai nt?
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MR. FARRELL: It really depends on the
custoner. The nunber is on the tel ephone bill there.

It says that, This service is provided by such and such,
if you have a question, call this nunber. A lot of
times consuners try to call those nunbers.

They're not answered so they cone to the LEC. A
| ot of people like working with the |ocal telephone
conpany, so it depends on the custoner. W do -- when a
custoner calls and says, |'ve got a charge about this
portion of the bill, we say that -- and the first part
of the call is, That you do need to call this custoner.

Now, they have nmay say, |'ve tried to call them
| can't get through, they won't answer ny questions, and
then at that point, we'll talk to them about it, but
first we do try to refer it to the person that's
handl i ng the question about the bill.

M5. HARRI NGTON: A follow up on this exchange
first fromPeter and then, Jacque, you had your post-it
up. | think that you have responses either to
Mari anne's questions or to Mark's response and then
we'll get to David from Sprint.

MR. BRENNAN:. Yes, to Mark's response. Picking
up on your thenme earlier on your purchase by the LEC
Mark said the last is the LEC. It's really not the

case, although many of us wi sh that were the case.
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What happens is -- and the data that we've done
in ternms of surveying people who have call ed and have
| ooked for refunds, the data clearly indicates that the
first place they turn is the LEC

Al though it is correct that phone nunbers of the
service providers and other places do appear on the
bill, generally people, for whatever reason, are nore
confortabl e or have | earned over tinme that the LECs are
better incented or for whatever reason are nore willing
to satisfy their conplaint in the first call

And for that reason they |l ook to the nunber
that's the inquiry nunber for anything on the bill
rat her than on that specific page.

M5. HARRI NGTON: Okay. And again, Marianne's
question, actually, Jacque, |I'mgoing to junp David up
in front of you because we haven't really heard from him
today. W're not going to give hima mcrophone so we
won't hear from him

MR. MATSON: David Matson from Sprint. | wanted
to address a couple of points first on Mark's. It's our
preference that these disputes are handl ed between the
vendor and the user, but generally we do get involved
wi th having to handle these issues. Partially or
primarily that's because we get a |lot of pressure from

the Public Utility Conm ssions to deal with these
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I Ssues.

So | think our preference would be that we not
be the person to deal with it because frankly we don't
have as nmuch information as the vendor does.

If I could also just say a couple things about
what John had tal ked about earlier. W have |ocal
t el ephone conpanies in 19 states, and there's really no
central database for getting conplaints in, so if we get
a | arge nunber of conplaints say in Florida, we have
ot her conpanies in Oregon that would not necessarily
know that we're getting those conplaints about speci al
vendor s.

So it's very difficult for us to determ ne that
there's a nationw de problemjust based on a program
and again the vendor m ght be able to see that, but we
woul dn't, and one of the -- the other problens we have
is we don't really know their advertising canpaign, so
we don't know whether they're getting thousands of calls
or they're getting 20 or 30 conpl aints or whet her
they're having a small advertising canpaign, and we're
getting 100 conplaints out of 150 consuners.

So it's very difficult for us to know that. Al
we can really do is deal with these issues kind of on a
case by case basis.

And one other point I wanted to nmake with
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respect to getting adjustnents and disputed information
back to the vendors or to the billing aggregators, we
have do that the within approximately 30 days. | can't
speak for any of the other LECs, but ny understanding is
we do that within 30 days.

So again | think that goes to the issue of
whet her or not they have the information in a tinely
manner so they can resolve these issues.

M5. HARRINGTON: Let ne follow up with a
guestion, David. YOU nmay or may not know that the
Federal Trade Comm ssion operates a conputerized
dat abase cal |l ed Consuner Sentinel, and it's a
centralized fraud rel ated conpl ai nt dat abase of consuner
conplaints that are received by Susan Gant's National
Fraud I nformation Center.

Sonme of the states, AGs contribute their
consuner conplaints. The FTC operates a consuner
response center here in this building, and we handl e
about 10, 000 consuner conpl aints on host fraud rel ated
i ssues every nonth.

We get conplaints from Phone Busters which is
the central source for telemarketing and other fraud
conplaints in Canada. The Better Busi ness Bureaus
contribute their fraud rel ated conpl ai nts.

| f you don't have in the Sprint system an

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



372

ability to centralize conplaints about third-party
billing that m ght be fraud related, would you get your
| ocal conpanies to work with us to cross wal k those
conplaints into the Consuner Sentinel database which is
made available to | aw enforcenent agenci es throughout
the United States and Canada?

MR, MATSON: | understand from our expert that
we would be willing to, if | could add one other point.

M5. HARRINGTON. Geat. W would invite any of
the others of you that naintain conplaint systens to do
the sane, that is |aw enforcenent needs these
conpl aints, and Consuner Sentinel is available desk top
at al nost 200 | aw enforcenent agencies throughout the
United States and Canada, including the FBI and Post al
| nspection Service and AGs, and ya-da-ya-da-ya-da.

MR, MATSON: If | could turn that around and
suggest also, a lot of tines you're the first people who
find out and AGs or FTC or State Public Uility
Comm ssions find out that there's a big problem and |
assune that you would feel free to contact us as well to
| et us know that.

| know that we've dealt with people in the past
when we get calls. | know we just got a call fromthe
state of Al abama recently who had an issue, and we

responded inmediately to it.
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M5. HARRI NGTON: W deal with the security
peopl e oftentinmes, and we also send CIDs to the carriers
frequently, so we are letting you know when we see
probl ens that we think warrant investigation or you may
have information that we need, we have a practice at the
Federal Trade Comm ssion and a policy of strictly
guarding the confidentiality of investigations because,
A, the existence of a conplaint froma consunmer does not
mean that a conpany has done anything wong; B, the fact
that the Federal Trade Commi ssion is conducting an
i nvestigation does not nean that there's been any
finding of wongdoing; and C, if it's a case of fraud,
we typically don't notify the target because we often
seek a freeze on assets, and we want to be able to do
t hat before the assets di sappear.

Soit's really a one-way street pretty nuch.

That is, we would like to hear fromyou, and you're not
going to hear fromus unless we need your help.

MR, MATSON: | would also say to a certain
extent, we al so, because we get conplaints, don't assune
that there's fraud either

M5. HARRINGTON: Right, right, right. And I
think that's a very inportant consideration. Anyway, we
woul d wel cone any of the carriers that maintain

conpl aint systens on fraud related conplaints to work
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with us to cross wal k that data.

The Xerox Corporation contributes conplaints
about consuner fraud, for exanple, so we have a nunber
of private contri butors.

MR. BRENNAN: What is the C D?

M5. HARRINGTON: The CIDis an adm nistrative
subpoena. Peter is trying to display the fact that he's
never received a CID

And, Peter, actually you' re next on ny list.

MR. BRENNAN: This list or the next list? M ne
IS not up.

M5. HARRI NGTON:  Your thing is not even up
there. Richard?

MR. BARTEL: | just had a short comment about
t he knew or should have known standard. W believe that
the contractual relationship is a principal agent
relationship. At least the LECs take the position
they're an agent of the billing vendor or the
cl eari nghouse, whatever it may be.

So therefore, the agent's duty to the principal
is to notify themif they receive information, whereas
the principal has a duty to exercise control over their
agents to the contract, and therefore the should have
known should not apply to the agent. It should apply to

the principal only in our opinion.
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MS. HARRI NGTON:. Thank you. Debbi e?

MS. HAGAN. Debbie Hagan. Eileen, | wonder from
a | egal perspective whether we could within this process
receive sone clarification fromstaff as to why vendor
was tied to knew or shoul d have known.

| mean, kind of traditionally the way we woul d
bring these is they would be considered to have the
primary liability regardl ess of, quote, know edge, and
then once we nove passed that, we nove into knew or
shoul d have know and to all your factors that we get
into every level after that.

And so I'm-- | think we noted it in our
comments, and |I'm concerned that knew or shoul d have
known is tied to a lot of case law that has to do with
ai di ng and abetting.

M5. HARRI NGTON: And we note that in your
comment, and this is sort of |ike the conplaint
situation. W want your comments. W're not going to
speak back or answer questions about that right now
because it's a rul emaking. W' re asking for comrent.

The Comm ssion has nmade a proposal, and what
we're asking is whether this is the right standard.

M5. HAGAN. | guess we're on record in our
comments and here that if it would inply that the

pri mary vendor has a knew or shoul d have known standard,
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we woul d be in opposition to that.

M5. HARRI NGTON: Cynthia? |'msorry, Rick?

MR MOSES: | just wanted to make a comrent.
|"ve heard a coupl e people here say that the vendor's
nanme and tel ephone nunber appears on the tel ephone
bill. That is not the case in Florida. Mbst of the
conplaints that come across ny desk, all it has is the
name of the provider, and no other information, other
than voice mail or whatever the service is, and a | ot of
times it's not a good description on that.

We think an 800 nunber should be printed on the
billing, and there should al so be sone answer tine
requi renents on those 800 nunbers. In other words, the
custoner conplaints that we dealt with in the public
wor kshops, the custoner said they would call the
cl eari nghouse. The cl earing house said, W don't
anything to do with conplaints, we just bill for this
comnpany.

A lot of times they would give the custonmer sone
information. A lot of tinmes they were very reluctant.
When they did get the 800 nunber they would call it. W
heard horror stories that they were on hold for an hour
and then di sconnected. People didn't get any answers
what soever

So we think there should be is sonme liability on
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the vendor's part to at |east answer the custoner
servi ce nunber and al so hel p these peopl e.

The other thing that becane quite apparent, and
it my be due to the traditional tel ephone service over
the last hundred years and al so the age of the average
Floridian, but the problemthat we saw t hat was apparent
is that the custonmer blanmed the |ocal exchange conpani es
for allowing these things to appear on their bills when
they didn't authorize it.

And they had a real strong anger towards the
| ocal exchange conpanies for not taking an active role
in not letting anything happen, and it does kind of
taint the name of the | ocal exchange nunber which they
have over the years becone accustoned to and trust.

And it does present a problemto the |ocal
exchange conpani es al so. Thank you.

M5. HARRI NGTON: Thank you, Rick. W' re going
to hear from Tony and Peter, and Adam has a questi on.

MR, TANZI: Just a few coments to enphasize
what sonme of the people have said regarding this. In
the recent survey, which you all should have received a
copy of, ACUTA found that 41 first of the people
reported that the | ocal exchange carrier advised themto
contact the responsible vendor, and in only 17 percent

of the cases, charges were renmoved w thout question from
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t he | ocal vendor.

An interesting follow up exanple, over 40
percent of the time once contact was nmade by the vendor,
we were refused credit unless a full investigation took
pl ace.

Anot her interesting statistic was that in the
nunber of schools reporting, once you were advised to
contact your responsible vendor, fully 77 percent of the
peopl e responded that they were able to nake contact
with the vendor on the first try.

Now, the statistic that's interesting beyond
that is alnost 70 percent of those who reached the
vendor on the first try did not receive a satisfactory
expl anation as to what the charge entail ed, who ordered
the charge and what the next steps in the process were.

Those are pretty alarmng statistics, and the
| ast statistic, excuse ne, does the vendor generally
resol ve your problemto your satisfaction? Less than
hal f reported, Yes, nost of the tinme. The rest were not
satisfied, and when we tried to get statistical
informati on on what do you nean by nost of the tine, we
couldn't get any satisfactory result, so it is a grow ng
probl em

The last thing | would like to say is we found

that the incidents of unauthorized charges continued to
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increase in our industry. 40 percent of the respondents
reported that the incidents of unauthorized charges
continue to increase, and roughly 37 percent said they
remai ned the sane.

So it's a very high statistic. It does present
an alarmng trend, and we do ask that responsibility be
assigned to those who devel oped and delivered the charge
t oget her.

M5. HARRI NGTON: Thank you, Tony. Peter?

MR. BRENNAN:. Thank you. Peter Brennan. |In the
interest of a clarification, the 800 nunbers, generally
if they don't appear on an actual line itemnext to the
charge, then they appear on the bill page, and certainly
in the case of 900 it does, and we've actual ly asked
that -- the conmpany has asked that it appear as it does
on our credit card services right next to your -- if you
charge AOL, ACL, 1-800 or it says 888, 1-888 nunber.

We' ve asked for that, but |ess have been unable
to accommodat e that because of the problens in the
devel opnment in ternms of their bill. W would wel cone
t hat .

Tony, if | could ask you a follow up regarding
the survey that you just outlined, which | haven't seen
but I would like to, did that pertain to 900

unaut hori zed calls or non bl ockable calls?
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MR. TANZI: Bot h.

MR. BRENNAN:. Both? |In those statistics, did
you nmake a distinction as to the |evel of satisfaction
on 900 versus 4250 or other records?

MR, TANZI: Let nme check the summary. W
grouped theminto just one category, unauthorized
charges. The thing | would like to clarify is the 900
problemis not a big problemin our environnent.

MR. BRENNAN: Thank you. | assunme nost of you
bl ock 900.

MR. TANZI: For those of you who did not receive
a copy of the survey, | believe they are on the table
outside for some of the newconers

M5. HARRI NGTON: Also on the table outside is
t he graph concerning conplaints received by the Florida
Public Service Comm ssion, and we had sone cranm ng
conpl ai nt data graphs provi ded yesterday by Bel
Atlantic as well, and those are | think out on the
tabl e.

Jacque, before we go to Adam s question, what

woul d you like to say?

M5. M TCHELL: | just wanted to clarify for the
record information about the billing, the nunber on the
bill. As a clearinghouse, the clearinghouse contracts

with the | ocal exchange carrier for the provision of
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service, and adjacent to the nane is the 800 nunber
where we can be reached.

Typically on the tel ephone bill, unless nmandated
by law, we were the only nunber that appears there, so
other than the state of M ssissippi where both CERB
nunbers are required to be placed on the bill, that's
the only place that we see that hang.

We are the contracted party for the vendor. W
serve as a provider of service to them because typically
these providers are so small they don't have the
capability to have their own inquiry center, so we serve
as a contracted party for that service.

| would Iike to speak to the fact that in the
United States, going to Rick's remark, is that there are
approxi mately 1,200 tel ephone conpani es, and the
t el ephone conpani es that operate through Illum na and
Net na and one RBOC do not have the capability to put the
sub kick or the provider's name on the bill

So the only nane that appears on the bill would
be in the case of our conmpany you m ght see USBI and the
product, so the end user has no visibility to who that
provider is, and that is a technical problemthat those
| ocal exchange conpani es have.

Certainly in the case of the |arger RBOCs and

the ot her independents |ike GIE, that capability does
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exist, and it is different than what it used to be, and
our environnment today is totally different than what it
was, even | ast year the capability to put expanded text
phrases on that bill so that it can be clear to the end

user to understand what it is.

Now, in the case of Southwestern Bell, that
nunber is very large. |It's 34 characters or 37
characters. In the case of their sister conpany in Pac
Bell's area, it's still 12, so we're limted by the

technol ogy that's available at the LEC

Wiile we want to give the end user all the
information possible, it's just not there, so to speak
to who answers those conplaints as a contracted party,
we do answer the service calls for those individuals
that contract with us.

To speak to the LECs, there are certain LECs
that nandate that we service that provider and not pass
that call on to the service provider because we do send
that call on to certain service providers unl ess
required by contract not to.

Now, we | ook at that environment to ensure that
it's being handled correctly, and if it's not being
handl ed to our satisfaction, we do pull it back.

| would Iike to ask for the record, Eileen, we

are not to the second part of the handout D yet?
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MS. HARRI NGTON: No, we're still tal king about
vendor issues. Rick?

MR MOSES: | wanted to nake one nore comment
t hat Jacquel ene brought up, and we have a good poi nt
there. I'mnot sure if it's the lack of technol ogy or
just the lack of the desire to spend the noney to change
t he technol ogy, because we've nmade mllions of changes
in our slammng rules. Sonme of the conpanies raise cane
with us about it, but they're doing it.

So I'"'mnot sure that the technology is a
factor. | think it's the expenditure to change that
t echnol ogy.

M5. HARRI NGTON: Adam |I'msorry, Richard.

MR. BARTEL: Yeah. That just went past nme very
qui ckly, but that's shocking news that there are
contracts fromthe LECs that require you not to pass on
information to the vendor. | was not aware of that, and
| "' m wondering how significant that m ght be to the knew

or shoul d have known standard and so forth.

M5. MTCHELL: I'msorry, let nme clarify what |
said. If you understood it to be information, that's
erroneous. It's the call itself.

M5. HARRI NGTON: So the contract says that the
aggregator shall not pass calls fromconsuners on to

vendors.
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M5. M TCHELL: Right, not the information.
Certainly the informati on needs to be --

MR. BARTEL: Disputes can be passed on.
M TCHELL: Exactly.
BARTEL: Sorry, | msinterpreted it.
HARRI NGTON: Are we clear? Rick?

2 5 3D

MOSES: |'msorry, | forgot to take it
down.

M5. HARRI NGTON: Adam your questi on.

MR. COHN: Yesterday in the context of
presubscri ption agreenents, we had sone di scussions
about negative options and sone positive options, sone
formwoul d be used to make negative options or positive
options to indicate sone sort of authorization.

There's a question on this handout regardi ng an
exanple in the telemarketing sales rule, and | know
there was sonme concern about people that didn't have
famliarity with that, but if people had any conments
about the suggestion that negative option or positive
option m ght constitute sonme mtigation of a vendor's
l[tability, | would be interested in hearing it.

MS5. HARRI NGTON: It appears on your sheet
certainly as a suggestion for witten confirmation of
the transaction, in case you're not famliar with

negati ve or positive or neutral options.
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Does anyone want to discuss that? Any comment?
Rick and then Jim

MR MOSES: |1'll make one comment about any type
of negative option. W've had experience wth one
conpany in Florida that used the negative postcard
met hod, and they were the carrier that had the nost
trouble with slamm ng, and they don't read things and
it's just not a good idea.

MS. HARRI NGTON:  Ji nP?

MR BOLIN. One option | would like to suggest
t hat AT&T has used for some of its services, and it
seens in a hybrid formin which you sign a custoner up
for a service, give thema PIN nunber over the phone,
and we give thema week or ten days or two weeks during
whi ch they can use the service w thout charge.

W mail them a copy of the contract and say
wi t hout charge, the charge may be effective after a two
week period. If they opt in, we mail themthe contract,
and if they continue using that PIN after a 7, 10 or 14
day period, whatever exact tine period we were using, we
assune that they want to conti nue.

| don't think the service -- we assune they've
read the terns and conditions and witten agreenment. W
provide themthe terns and provisions in a way that

conpiles with TDDRA on the initial call, but that is
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kind of a hybrid formthat gives the custoner an option
of opting in to continuing.
And | think it satisfies ordinary contract |aw

requirenents at any rate, and it's been pretty effective

for us.
MS. HARRI NGTON: Jacque?
M5S. M TCHELL: Sorry.
MS. HARRI NGTON:  Mari anne, a question?
M5. SCHWANKE: | think part of the LECs best

practices guideline suggested that the LECs do sone form
of review and nonitoring of ads and services for which
they bill.

Correct nme if I'mwong about that, but can you
tell nme what the LECs have done in that respect? |
think I understood Sprint to say that they don't review
advertising. Can the LECs address those issues?

MS. HARRI NGTON.  Mar k?

MR. FARRELL: Mark Farrell with SBC. The review
that we do is that we have various service descriptions
on the bill when a third-party submts charges such as
they'll tell us, We're billing a voice mail program W
will say, We would like to see the materials in
connection wth that, just to confirmit's voice mail.

So what we're asking for is when sonebody says,

We're going to bill voice mail, we just want to see
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sonething so that what is being billed is accurately
descri bed.

But we're not reviewi ng the marketing materials
or approving them W're just |ooking to nmake sure the
bill description matches what they're telling us they're
doi ng.

M5. HARRI NGTON. John. [I'msorry, Kris? Kris
i s back.

MR. LAVALLA: Kris Lavalla of Bell Atlantic.
Back to this question, in Bell Atlantic we do review
marketing materials. Any tinme a vendor wants to have a
new program put on the Bell Atlantic bill, they're
required to send in all the marketing material that goes
with that.

We have a review conmttee that neets on a
weekly basis, reviews it all to determ ne whether it
conpletes our billing criteria. |If there are particular
gquestions or anbiguities, we go back to our custoner,
normal Iy the cl earinghouse, and ask for clarifications,
and not until we give themfinal approval w Il that
service be allowed to be put on the Bell Atlantic bill

M5. HARRI NGTON:  Kris, when did you begin that
or when did you instate that or institute that process?

MR. LAVALLA: W' ve been reviewing for well --

well, et me go back. Prior to the Bell Atlantic merger
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w th NYNEX, NYNEX had a group on board on those types of
services, and then at the nerger, which would have been
a year and a half ago, alnpbst two years ago, we fol ded
that into the Bell Atlantic process, so it's been for
sonme tine.

Now, in Bell Atlantic, due to all the cramm ng
situations that's been occurring since the begi nning of
| ast year, we have had an open-ended noratoriumon al
new m scel | aneous billing charges, so the board in
effect that reviews these has been out of conm ssion
since | think May of 1998.

So we haven't been review ng because we haven't
been putting in any new m scel | aneous charges on the
record, but as we -- when we |ift the noratorium that
woul d be going back into effect, so we wll continue to
review all requests, and that would include marketing
mat eri al and anything el se that's appropriate.

M5. HARRI NGTON: David? Let ne just observe, |
think we're into the discussion of page 6 of handout D.
That is, | think we're starting to get into sone
di scussion of service bureau and billing entity
l[tability, if we didn't focus that directly, but | think
we didn't get a lot of discussion on the negative or
positive or neutral options.

So let's just focus here on these questions in
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addition to whatever el se you want to say. Wuld you
all take a | ook at the questions about service bureau
and billing entity liability, please.

Davi d?

MR, MATSON. David Matson with Sprint. CQur
policy with respect to reviewing marketing nmaterial is
simlar to Bell Atlantic's, although again ny personal
experience was nore with reviewing 900 material, and we
found that to be virtually inpossible to deal with
because we found that a | ot of marketing material that
was sent to us was not actually the marketing materi al
that went out into the marketpl ace.

And so actually know ng what marketing materi al
t hey have may not be the only solution to finding out
whet her there's a problem Again, it's difficult to
ensure that what we see is what the consuner also sees.

MS5. HARRI NGTON:  Peter?

MR. BRENNAN: Just in response to Marianne's
guestion, the difficulty with -- in the marketplace with
the LEC reviewi ng marketing material, aside from sone of
t he m sbehavi or that Dave has nentioned, the difficulty
is there has been at | east the allegations that sonme of
the LECs have used that material to market their own
services, to market other services, to exclude services

that conpete with their yell ow page services others.
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And that's one of the reason why the Billing
Ref orm Task Force has asked the FCC to establish a
separate or help us establish a separate third-party
responsi ble for billing, essentially Switzerland who
woul d be neutral because we don't feel that the
appropriate protections are in place at this point.

And we wel cone the Commission's joining us in

t hat .

MS. HARRI NGTON: Jacque?

M5. M TCHELL: Since we're in this part of the
meeting, | would like to go back and give a little bit

of basic history as far as what the clearinghouse does
in our function and our responsibility in the --

M5. HARRINGTON: |1'mgoing to interrupt you for
a mnute. |Is that in your comment?

M5. M TCHELL: No, it is not.

M5. HARRI NGTON: Do we have cl eari nghouse
activity described in comments?

MS. MTCHELL: That's not what |'"mgoing to

say. | just want to give a basic idea of what it takes
to be a provider with a LEC contract. | want to speak
to the dollars. No, | don't want to di scuss what we do

because that's very clear.
From a conpetitive perspective, we provide

services to over -- Billing Concepts provides services
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to over 400 providers. For those providers to enter
into direct contracts with the |ocal exchange carriers
for business services across the United States, there's
about approximately $1 million involved in that process.

So a small provider would have a inpedinent in
barrier to entry to be able to get into business and to
have those contracts with the LECs, so we serve as that
condui t.

The capability to be able to understand what's
happening in the marketplace with the vendor, we | ook at
several things. W look at pre screening of that
product to have known what happened on that product. W
| ook at who it is, who the service provider is. W ask
for marketing information, and it's required from al nost
across the board the LEGCs.

We ask for advertising canpaigns. W look at TV
advertising if there is any. W hear radio information
that they m ght have provided. W'IlIl suggest, however,
that providers typically will not nove that to a fina
process until they know for sure they're going to be
able to get through our process and through the LECs, so
they may not give us the final product.

Therein lies the problem and | think sonebody
said, and | don't renenber who, but we are limted by

what we can know or shoul d have known by what we asked
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for and we are given by the vendors, so we know who the

provider is, we know whether there are any felony counts
in their background if they tell us the truth. W find

out about the product, howit's supposed to be sold, who
the tel emarketing operation is, what those scripts | ook

like. W help ook at those script and ensure that they
are viabl e.

We do all of those things, so we certainly
under st and today what that is.

M5. HARRI NGTON: What do you do when you start
getting conplaints fromthe consunmers?

M5. M TCHELL: That's a very good question. If
we are the billing inquiry center -- and I'll give you
an exanple of a provider that | just ceased billing
for. The provider cane on three nonths ago, and in the
first nmonth, of course, there were no inquiries to that
provi der.

The second nonth the provider didn't send us any
records because of a billing glitch that it had inits
own system The third nonth | was sitting at 25 percent
adj ustnment on those three nonths, and | fired him |
nmean, that's --

M5. HARRI NGTON:  What were they providing?

M5. M TCHELL: Internet service.

M5. HARRI NGTON: How were they selling it?
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M5. M TCHELL: The typical screen or the typica
tel emarketing plan for that is to -- in our case, | wll
tell you that we do not allow one free nonth. That
seens to be our | argest problem

M5. HARRI NGTON:  Tal ki ng about web hosting or
| nt ernet access?

M5. M TCHELL: Wb hosting and access, and
pl ease keep in mnd that some LECs do not allow any
Internet billing because they provide it thenselves, so
they don't allow a third-party to provide it to them
but in this case we had reviewed the script. The script
met all of our requirenents.

What was being delivered by the tel emarketing
conpany, we didn't know, but we did start figuring it
out when we started getting the inquiries fromthe end
users which suggested to us that there was a problem

M5. HARRI NGTON: WAs the tel emarketing conpany
the provider, or were they just the tel emarketing
contractor?

M5. M TCHELL: They were a contracted party.

M5. HARRI NGTON: Were they on conmm ssion?

MS. M TCHELL: Yes, the tel emarketing person
was. They told us that the verification conpany was
not. However, we don't know if was or not unless we got

into the |l egal side of that and ask for that kind of
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informati on which we're certainly not able to do.

So we know about the provider. W take action.
Once that product cones up and it has passes the
scrutiny of the LECs, while Mark suggested they | ook at
it sort of superficially, Southwestern Bell |ooks at it
very carefully, along with the rest of the LEGCs.

So we know that it has to get passed us and has
to get passed them and then the next process is the
monitoring for conpliance. |n some cases we sign up for
the product. W go out and becone a user to see if what
they said it was is what it is, and we find in sone
cases it's not.

And we take action and start working with the
services provider, set themup on a corrective action
pl an, so those are the kinds of things that we can know,
that we can understand about that product. |If the
vendor changes the plan, we don't know it until we start
seeing the results.

M5. HARRI NGTON: So you don't have any probl em
with the notion of billing entity liability where it
knows or should know?

M5. M TCHELL: We can understand what we know,
but to say that we should know, all we know is what we
know. All we know is based on what we've asked that

provider for, and these itens in screening the product
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and nonitoring the product help us to know that.

| don't think we can presune that we should have
known everythi ng about that product because the vendor
has the ultimte control over that end user and the
product itself.

M5. HARRI NGTON: Cynthia? It's not Rick.

M5. MLLER | wanted to follow up on Bel
Atl antic's point that they have a noratoriumright now
on addi ng new charges, and |I'mwondering if that would
relate to your decline in your cramm ng conpl aints.

MR. LAVALLA: Kris Lavalla fromBell Atlantic
|"m sure that has contributed to a decline in the nunber
of cramm ng conplaints if we're not addi ng any.
Certainly it stabilizes the universe that's out there.

But the chart | handed out yesterday reflects a
period of Cctober | believe through April. W' ve had
moratoriumin place since | believe May of |ast year, so
the decline that we're experiencing is not sinply
because there are -- there's a noratoriumin place.

Wthin the context of that noratoriumthat we
have managed what's out there to reduce the nunber of
conpl ai nts.

MS. HARRI NGTON:  Ji nP?

MR. BOLIN  Actually I think ny corment is going

to take us in alittle bit direction so you nay want to
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cone back to ne.

M5. HARRI NGTON: | appreciate that, thank you
Susan?

MS. GRANT: The good thing about should know and
the reason why it's necessary is precisely to encourage
the nonitoring and screening that we've been hearing
about. If you don't have that, then do encourage the
head in the sand approach.

M5. HARRI NGTON:  Thank you. Mark?

MR. FARRELL: Thanks. WMark Farrell with SBC
Communi cations. And | would like to tal k about shoul d
or should have known fromthe billing entity's
perspective, and | think these rules are extrenely
problematic in the billing entity's perspective, and |
don't think that they can be cured by any safe harbor
provi si ons.

And the reason | say that, we bill 1.7 billion
messages. These rules inpose liability on us for should
or should know, so how do we stop all that billing?
Well, 1.7 billion nmessages, we could verify each one of
them That's not going to work.

Then you say, Well, rely on the service
provider's authorizations. WIlIl, you' ve heard a |ot of
probl ens, verification tapes. Now, | do not authorize

this service.
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M5. HARRI NGTON:  Mark, just a clarifying
guestion. 1.7 billion m scellaneous item charges?

MR. FARRELL: Not m scel |l aneous, total.

M5. HARRI NGTON: That's total of everything you

bill for, nostly transm ssion?

MR. FARRELL: Well, | don't know the breakdown,
but we'll get it for you.

M5. HARRI NGTON:. Okay. |I'msorry. | just

wanted to clarify. Thanks.

MR. FARRELL: Then you say rely on the service
providers. You hear of doctored tapes, forged
signatures, and then people -- we're going to be sued,
We shoul d have known that those were doctored. And it
puts us in a position where we're liable and this
conpany -- cranmng started with third parties putting
charges on our bills that weren't authori zed.

We shouldn't be liable for that, and if we're
going to be liable, I think we have got sone serious
eval uations that we have to do as a conpany.

M5. HARRI NGTON:  Ckay.

MR, FARRELL: | just wanted to --

M5. HARRINGTON: |'msorry.

MR. FARRELL: To get back to Jacque's point, if
| inplied that we're just doing a superficial review, |

didn't nmean to inply that, but there is a distinction.
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VWhat we're |looking for is the description and the
charges that are being billed and what that conpany is
submtting to us and how they're describing it, to nmake
sure it's accurate. W're not review ng the marketing
materi al s and approving those and how it's market ed.

But we are | ooking at the description so when
the custonmer gets that, they can say, Ckay, this is
what -- | ama nenber of this service now There's
oftenti mes where a service provider will conme in and
describe it as one thing and they end up billing
sonet hing el se that we don't know about.

M5. HARRI NGTON: Okay. Kris and then David?

MR. LAVALLA: Kris Lavalla of Bell Atlantic. |
wanted to respond to sonething Peter said on whether we
took the types of prograns that were being marketed and
then -- and turned around and marketed them from Bel
Atl antic's perspective, and | can only speak for Bel
Atlantic, but we certainly don't do that.

The structure of our conpany is carrier
services, part of the whol esal e departnent, which is
separate fromthe retail side of the business, so the
pages of the bill that we're responsible for, all the
carrier pages and the cl earinghouse pages of the bill,
the Bell Atlantic part of the bill are not under carrier

services or our auspices, and we don't deal with them on
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a direct basis with any of these types of prograns.

M5. HARRI NGTON:  Davi d?

MR. MATSON: David Matson, Sprint. First, |
would i ke to join in what Mark had to say. Secondly, |
t ake exception with what Susan had to say earlier about
t he shoul d have known standard. When we were heavily
i nvol ved with 900 progranms, we did a |ot of nonitoring
of programs, and when it canme tine for the lawsuits to
start flying, M who had at that tinme not reviewed any
advertising said, There's no way for us to know of the
probl em because we weren't | ooking at any adverti sing.

So we were actually held to a higher standard
because we were actually nonitoring and revi ew ng
progranms, so at that point we were actually being
penal i zed because we were actually taking sonme
responsibility for |ooking at prograns while the other
party, which in this case it was MCl, had taken no
responsibility and basically said, Hey, we're just
passing through the calls and we didn't want to take any
responsi bility.

So I'"'mnot sure | agree that the should have
known standard woul d actually be beneficial to having
continued nonitoring, and finally kind of a general
comment that | alluded to before, is if you have bad

actors and the bad actors were trying to victim ze
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consuners, they're not reluctant to victimze the |ocal
exchange carriers, and they're certainly not again -- |
think that they're willing to cause problens for just
about everybody.

And as the Comm ssion representatives stated
earlier, it does give the |ocal exchange conpany a | ot
of problens. [It's not in our interest to have a | ot of
conpl aints com ng through on m scel | aneous charges when
we have a |l ot of other issues to deal with wth our
consuners and with comm ssi ons.

M5. HARRI NGTON: Let nme tell you what | think
we're going to do here. Jimhas prom sed us sonethi ng
conpletely different, and | still have you on ny I|ist.
Adam has a question, and Peter and Jacque al so want to
partici pate.

Jim I'mgoing to count on you flaggi ng nme when
it's appropriate for us to turn to sonething conpletely
different, okay, that you have a standing entre into the

di scussi on.

MR. BOLIN. | appreciate that.
M5. HARRINGTON: |'m going to hear Adam s
guestion, and then we'll take answers to that, and maybe

Peter and Jacque will have responses for that, and if
they don't, we'll cone to it.

MR, COHN. | had a question, this was
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specifically to the LECs and billing entities. | wanted
to hear whether they thought it was a good idea to adopt
sonet hing along the Iines of what CERB has suggest ed,
that the liability for knew or should have known shoul d
be mtigated, if they can show that there has been pre
screening and nonitoring.

M5. HARRI NGTON: Let's go to David first, put
you right on the spot.

MR, MATSON: |'mnot sure. Again, we have so
many difficulties with the nonitoring that |I'mnot sure
that that is necessarily the answer. | tend to agree
with Mark, which is that any type of standard with knew
or should have known is difficult for us, and we | think
have a totally different role than either the billing
aggregator or the vendor itself.

M5. HARRI NGTON: Kris?

MR. LAVALLA: Kris Lavalla. [I'min agreenent
with that. | think knew or should have known is a very
difficult concept for us as well. That doesn't say that

we're not going to nonitor or we're not going to review
prograns because | think it's inportant to do, but the
knew or shoul d have known is problematic.

MS. HARRI NGTON: Jacque?

M5. MTCHELL: | would like to go back to what

Mark said a few m nutes ago the chilling effect that
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this could have on our access to the bill. You said
yesterday that you were concerned about conpetition.
heard the LECs say a nunber of times that if this gets
i npossible for themto deal with, they will elimnate
third-party billing totally fromtheir contract, and
therefore renove that |evel of conpetition fromthem

So we are concerned about that particul ar issue,
the |l oss of access to the bill and the |oss of the
opportunity for conpetitors who conpete with the LECs to
have access to that bill.

To answer your question directly, I'msorry |
did fail to answer you with regard to the CERB
standards, there's a reasonabl e expectation that if we
nmeet these standards, which we agree that we do today,
we have commtted to that, that there should be a
presunption that we net the requirenent of what we know
about what the product is. W cannot control the vendor
and the end user.

MS5. HARRI NGTON:  Peter?

MR. BRENNAN:. Thank you. Peter Brennan, TPI.
Just very briefly in response to Kris's response to ny
| ast comment, the situation | was referring to had to do
with USWest, and we'll supplenent the record with
i nformati on about that, and we acknow edge that at | east

for the tinme being USWest and Bell Atlantic are two
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di fferent conpani es.

M5. HARRI NGTON:  You heard it here first.
Mar k?

MR. FARRELL: To get back to Adam s questi on,
don't think it would help with safe harbors, mtigating
circunstances. There is an active plane so far in this
country, and if there's sone type of standard out there
that we should or should have known, we're going to end
up getting sued.

W're not -- the LECs are not the conpany that's
causing this problem [It's the service providers, and
they're the ones that should pay for it, not the LEGCs.

M5. HARRI NGTON:  Now for sonething conpletely
different. JinP

MR BOLIN. | feel a lot of pressure now Wth
your permssion, I'lIl briefly cooment on the |ast |ine
of inquiry as a segue into ny point, which will be
somewhat different, and that is | think what we've heard
today confirnms that all of the LECs and | think all of
the 1 XCs or at least still the major LECs and | XCs are
doi ng sone screening. They've got sonme contractua
obligations. AT&T does as well.

W want to conply with the law. W don't want
to make our custoners angry. W all have an interest in

our brand equity. These things appear on our bills.
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They cone in envel opes with our name on them |[If the
custoners are unhappy with them we are generally the
first ones they call, we being the LECs, the | XGCs,
whoever the carrier is doing the billing.

| think the real concern here is not that sone
standard be inposed, but it be very clear that we know
that if we were doing -- you can always do sonet hing
el se, but we need to know if we do this nuch, we are
satisfying the standard and therefore aren't going to be
l'i abl e.

W're all trying to do what we can. It's not in
everybody's interest to have custoners unhappy wth us.

M5. HARRI NGTON: So you woul d favor sone sort of
speci fic safe harbor provision?

MR. BOLIN. The greater the bright |ine can be,
the better | think, but I do think all of us today, at
least all the major carriers are inposing some screening
and sone contractual requirenents now.

We all want to be sure that the vendors we're
dealing with and the service bureaus we're dealing with
are conpiling with the law. It's in everybody's
interest to make sure.

But by way of segue, | think that the proposed
rules actually inpose liability in a nuch broad category

of circunstances than those we've been tal king about
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here. | don't want to stray into topics related to this
af ternoon, but given that the proposed definition
pay-per-call includes situations where there's revenue
sharing going on, we have a situation here in which
ordinary long distance calls and ordinary international
calls which are billed by I XCs as well as by LECs are
potentially pay-per-call, and we have no way of know ng
that, no way of doi ng anythi ng about that.

We can at tinmes see spikes in conplaints for
calls to certain nunbers. It mght give us sone
indication there's a problem but even when we see that
we generally can't know if revenue sharing is occurring,
so we can't know if there's a violation.

Complicating this point still further, at |east
t he proposal on handout D, suggests that carriers ensure
that refunds are nade pronptly. In a case say of
revenue sharing for a |l ocal nunber within the United
States, we have an ordinary long distance call. If we
find out revenue sharing is occurring or suspect revenue
sharing is occurring, the only refund cones out of our
hi de.

Let's say you're an AT&T customer. You placed a
| ong distance call to a tel ephone nunber in the United
States that was engaged in revenue sharing, if we have

to make a refund then of the ten cents a mnute you were
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payi ng AT&T to transmt that call, we have haven't
engaged i n w ongdoi ng.

We've provided a tariffed tel ecommuni cation
services, according to the terns of our tariff.
Presumably the transm ssion service is perfectly
adequate. Yet we potentially have to nake the refund in
t hat case.

In a | ot of cases today, AT&T nmakes refunds in
these situations. | was told before I cane that we nake
about 10,000 refunds a nonth voluntarily to consuners
who called international destinations not realizing they
were international, getting audi otext and have seen
bills that surprised themw th the anount.

So we're trying on our owmn to keep our custoners
happy, but | think a rule that would penalize comon
carriers for providing tariffed services in the way
they're supposed to isn't ultimtely workable and isn't
ultimately fair.

M5. HARRINGTON: We're going to be talking this
afternoon concerning the international issue.

Adam t hough has a clarifying question.

MR COHN. | wanted to clarify on the comrent
made by AT&T that the proposed rule doesn't require
common carriers who are conducting just ordinary

transm ssion of the calls to provide a refund for the
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i nternational audi otext situation just described because
those services will not be tel ephone-billed purchases.

MR, BCOLIN. That result would encourage ne. |
think the rule as it's drafted, if revenue sharing is
occurring, it's a pay-per-call service, so if the
Comm ssion could clarify that in the rule.

MR COHN. It's not a tel ephone-billed purchase
because it's -- it's not a tel ephone-billed purchase
even though it's a pay-per-call services.

MR, BOLIN. | would encourage the Conm ssion to
make that clear in the final rule, that that is a very
encouraging thing to hear.

M5. HARRI NGTON: Okay. Here's what |'mthinking
of doing. |I'mthinking that we may nove our |unch break
fromnoon until 1:30 today. | would to take the next
ten mnutes to see whether anyone would like to add to
t he di scussi on of express authorization and the knew or
shoul d have known standard, or if anyone has any
addi tional comments on anything el se that we've
di scussed this norning.

If we do and we want to go past noon, that's
just fine. So would anyone like to say anything el se?

Davi d?

MR. MATSON: Again just alittle bit -- David

Matson with Sprint. Just a little bit of history of
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kind of the knew or should have known standard. We felt
in the 900 business as an interexchange carrier that we
were |iving sonmewhat under that standard.

We ended up getting sued by virtually every
possi bl e route, consuners, vendors and investigations
fromstate, federal, investigators. That's why we got
out of the business is because we just felt that that
standard that we were being held to as an interexchange
conpany was unwor kable, and that's why we're not from an
I nt erexchange perspective having a billing collection
rel ati onship of 900 services.

M5. HARRI NGTON:  Anything else on this topic?

MR, ANGEL: Well --

M5. HARRI NGTON:  Yes, Richard.

MR. BARTEL: One snall item | still go back to
the coment nade earlier about contracts fromthe LECs
requiring the billing aggregator or whatever your
classification is to not pass on calls to the provider.

Does that also inhibit you from passing on
conplaints to the provider?

M5. M TCHELL: Are you tal king about on line
real tinme conplaints or are you tal ki ng about --

M5. HARRINGTON. | think we're tal ki ng about
phone calls. Your statement earlier was that some LECs

in their contracts wth billing aggregators prohibit the
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aggregator fromtransferring the live phone call to the
vendor .

Now, Ri chard's question is what about non |ive
phone call conplaints?

MR. BARTEL: Well, that and the fact that you
don't pass on the live phone call, does that prohibit
you adm nistratively to pass on the whol e content of the
conplaint or just the conplaint of the service
provi der ?

MS. M TCHELL: Absolutely not. The issue is
that the cl earinghouse handl es that contact for the
service provider. | would suggest that it's not the
mul titude or the nunber of conplaints that one received
that drives necessarily what's happening on a product.

For instance, if in our center we receive sone
smal | nunber of calls involving a problemthat indicates
to us there's sonme international fraud, internationa
energency collect call back for instance is a big scam

| f we have an indication that even a snal
nunber of people are calling about that, we imediately
understand there's a problem and take appropriate
action. W are in constant contact with our clients.

MR. BARTEL: So you are undertaking a screening
process which may or may not be provided for in your

contract with the vendors, so is the vendor aware as to
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the extent of your screening and how nmuch information
they're going to get about problens that arise?

M5. MTCHELL: | wouldn't categorize that as
screening necessarily. W go through an up front
screening process as we're dealing with the product
itself, but each call has its own opportunity to be
sonething, and it's as we aggregate that information
about a problemthat we can take action.

That's what's so beneficial to working with a
human m nd because those people that are taking the
calls are actually nmaking that association and alerting
t he supervisory staff today and hel pi ng t hem under st and
what's goi ng on.

So we are -- | think any carrier would
understand that we provide services to that we are
maki ng that anal ysis and evolving in that process so
t hey know what's going on. [It's not an enpty process.

MR. BARTEL: Based on that response, our
position woul d be changed, and that is that the should
have known standard should apply to both the principal
vendor and to the service bureau but not to the LEC
i nvol ved.

M5. HARRI NGTON:  Okay. Jinf

MR, BOLIN. At the risk of doing this again, you

may want to go first to Kris.
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M5. HARRI NGTON:  Kris?

MR, LAVALLA: Kris Lavalla. | wanted to respond
froma LEC perspective. Bell Atlantic is not one of
t hose conpanies that requires that the inquiry function
be done by the cl earinghouse, but we have | ooked into
it, and the reason we did is a custoner service issue.

We listened to our consuners. There was a | ot
of conpl ai nts about consuners saying, | called this
nunmber, | had to call that nunber, | was passed off, |
never got to the party | needed to, so they would circle
around and cane back to us.

And so hearing that we started | ooking at, Well,
is there a problem because of the process that's in
pl ace that even though the clearinghouse nunber may be
on the bill, they're not handling the inquiry, and we're
putting our nutual consumers at a di sadvantage, and that
and sone public service groups and others that said,
Enough i s enough.

So that's | think where this issue cones in as
to requiring the one step renoved fromdoing the inquiry
if the LEC wasn't going to do the inquiry and in nost
cases the cl earinghouses and vendors don't want the LECs
doing the inquiry, at least stop it at the next step and
have it go down the |ine.

And | think we've had sone cases where it was
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even beyond where it first cane to the LEC, to the
cl eari nghouse, to the vendor and then to soneone beyond
t hat because it can be just cascadi ng.

M5. HARRI NGTON:  Thank you. Gary?

(Di scussion off the record.)

M5. HARRI NGTON:. Gary, aren't you lucky. You're
on a fresh paper.

MR. PASSAN. Top of the page. Gary Passan.
think there's sonme consistency here anong all the
pl ayers that | ampretty confident everyone is hearing,
and that is whether it's a service bureau or billing
entity or a LEC

| think there's a general concern about should
have know wi thout a clear bright Iine or without a clear
road map of what we should know, and | think the good
pl ayers all want to have good business practices. W
woul dn"t be here if we didn't believe that that was an
achi evabl e goal

So we're hopeful that in your crafting of the
final version of this, that you would take that into
account, that the bulk of the business is really run by
| think good quality conpanies that are concerned about
the consuners first and concerned about mnaking sure that
we're doing it the right way.

One thought on the LEC problem just a
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consideration, and that is that to the extent the LEC
bill is our new tel ephone billing platformof the next
mllenniumand it beconmes a content free nmechani sm nuch
like a tel ephone call is, the common carriers are
relieved of any liability of what's actually being
transmtted on those |ines by regul ation.

And | think to the extent that the LECs provide
full and unfettered access to their bills, then | think
maybe there's a way of mtigating their liabilities and
pushing it to the next level of the billing aggregator
or the service bureau to manage those particul ar
transacti ons.

So maybe that's one way to hel p out the LECs and
make it a win-win for both groups.

M5. HARRI NGTON:  Jin? Should we call on Jacque
or should we have you speak?

MR BOLIN. 1'Il yield to Jacque.

M5. HARRI NGTON: The gentl eman from AT&T yi el ds.

M5. M TCHELL: Let the record note | want to
restate that the clearinghouses believe that the known
applies as far as our guidelines which are very
inportant to the way we do our business and how we
performthe service.

We believe it wll have a very chilling effect

-- if we do not have sone sort of presunption to this
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that it will have a very chilling effect on conpetition
because we as well as the LECs who have just stated that
they will ook at this froma different perspective, we
w Il also |ook at every service provider and perhaps not
bill for many different kinds of services. That could
create a problemfor us.

M5. HARRI NGTON: Al be?

MR. ANGEL: Building on what M. Mtson pointed
out, the Billing Reform Task Force is in favor of
viewng LECin a slightly different context here on the
known or should have known. We would support limting
their liability there, and it's consistent with our view
that they control a central facility that would put them
nore parallel with transport. They nust provide it on a
non discrimnatory basis, and --

M5. HARRI NGTON: So you propose a trade-off
here, that the LECs nust provide access to the bill, but
that they be held to a | ower standard of potenti al
liability.

LECs, what do you think about that?

MR. MATSON: | think there are other
alternatives to going through the why, and, Gary, you
alluded to it in your cormments earlier this norning that
nore and nore service providers are going to direct

billing. That's an available option. It's also
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avai l able to go through MasterCard, VISA. There are a
nunber of alternatives out there.

And we don't regard billing as an essenti al
facility.

M5. HARRI NGTON:  Susan?

M5. GRANT: |If knew or should have known woul d
cause any of the parties involved to | ook nore closely
at the vendors and the services that they're providing,
| woul d say good.

MS. HARRI NGTON:  Now for sonething conpletely
different. JinP

MR. BOLIN. Again only sonmewhat different. Just
to bring a comon carrier perspective to this, | would
like to bring the Conm ssion's attention to the fact
that common carriers are in a bit of a double bind
here. Frequently we get a high volune of custoner
conpl aints about a particular line or service.

If we strongly believe sonething's going on, we
woul d i ke to block service to that line as a neans of
self help to protect our own consuners, as a neans of
protecting ourselves frompotential liability provided
under TDDRA or other rules.

But whenever we try and get that self-help, we
al so run the risk of being sued by all the common

carriers. In fact, we have a nunber of conplaints
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pendi ng at the FCC now where plaintiffs and defendants,
dependi ng on the case, for situations like that, so this
is yet another plea for a bright line so carriers can
know what their obligations are and al so know what their
rights are so that they don't run the risk of being sued
no matter what they do.

M5. HARRINGTON: Jim are you famliar with the
provision in the Admnistration's Crinme Bill that gives
the Justice Departnent authority, on a show ng of
probabl e cause, to get a court order to turn off
service?

MR. BOLIN. | did not know that.

M5. HARRINGTON: Is that the sort of thing the
carriers would support do you think?

MR. BOLIN. | think we would support sonething
like that to the extent if it nmeant the FTC was going to
get actively invol ved.

M5. HARRI NGTON: This would not be a FTC
function. This would be a Departnment of Justice on a
show ng of probable cause to the court.

Do you think that there ought to be a civil
reason to believe court order provision? That's what it
woul d take for us to get involved.

MR. BOLIN: | don't know that we need that |evel

of invol venent in nost of these cases. There's
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certainly situations where it would be in the public
interest to have that kind of intervention.

M5. HARRI NGTON:  What do you think stands in the
way when we're tal king about bl ocking non tariffed, non
essential service? Wat stands in your way fromturning
of f services now?

MR BOLIN. W think nothing.

M5. HARRI NGTON:  What are ot hers thinking?

MR. BOLIN. But there's sonme indication that the
FCC thinks to the contrary. The bottom|line argunent
they're making is we're a common carrier. They are
providing in their view ordinary tel ephone service
rat her than an enhanced service or a pay-per-cal
service, and therefore we're ordered to deliver traffic
to them

And we are frequently put in that double bind.
We frequently tie ourselves in knots trying to decide
what, if anything, we can do when we expect w ongdoi ng
IS going on.

If we had a bright Iine standard so that we
could say -- I'll pick an exanple, if we can say we've
had X percentage | evel of conplaints about you and
they' re substantiated conpl aints, therefore the FCC
rules require us to shut you down, you shoul d change

your practices, sonething |ike that would avoid the
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doubl e binding we get put in every day.
M5. HARRI NGTON:  Thank you. David?
MR. MATSON: David Matson for Sprint. | think

actually for interexchange carriers there is a fairly

bright |ine between transport and billing and
collection. | knowthat we like, as | said before,
really do very, very little 900 billing and collection.

W felt that we did have responsibility because
you can determ ne which ones of those prograns you
wanted to take, and since it was de-tariffed we didn't
have to take those.

But with transports | would agree that there is
a problemthere, that we really have no way of know ng
unl ess soneone contacts us about the problens with
respect to just transporting.

M5. HARRI NGTON: A question | would like the
carriers to answer this afternoon is whether you believe
that that transport standard al so applies in the
i nternational transport context.

So you don't have to answer that now, but | want
to come back to you, and in fact | don't want you to
answer that.

MR. MATSON: | don't want to answer it either.
I"mtrying to understand. You're talking about

transporting --
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MS. HARRI NGTON:  You think you have an
obligation to transport, but you have discretion when it
cones to billing and coll ection?

MR, MATSON: Billing and collecting the regul ar
international calls, or any international call?

M5. HARRINGTON: | am actual ly asking you about
transport for international calls.

MR MATSON. Ckay.

M5. HARRI NGTON:  Ri chard?

MR. BARTEL: Yes. In the telecomunications
context, when there's a situation of seem ngly
irreconcil able differences between common carriers and
the comercial interest that depend on them the
sol ution has been one that -- | know the FCC has taken
this tact of requiring separate affiliates for certain
ki nds of operations, and the LECs seem quite confortable
with that idea of segregating that liability.

So that may be one solution for this billing and
collection dilemma on pay-per-call.

M5. HARRI NGTON:  Now, knowing that if you put
your post-it up, you stand between this group and | unch,
woul d anyone el se like to add anything before we
concl ude the norning session?

No one. Here's what we're going to do. W're

going to start 15 mnutes earlier this afternoon, 15
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m nutes earlier than the posted tine, so | would like to
have everyone back and ready at 1:30 when we're going to
tal k about the definition of pay-per-call services and
ot her topics, and international audi otext services
i ntended to keep you awake after | unch.

So thank you very nuch.

(Wher eupon, at 12:05 p.m, a lunch recess was

t aken.)
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AFTERNOON SESSI ON
(1:30 p.m)

M5. HARRINGTON: Let ne remnd all of you that
were not at the table, if you would like to participate
in the public participation portion of the day, you may
do so by filling out sone index cards. Do we have sone
out on the table, do you know?

M5. DANIELSON: [1'll go check

M5. HARRI NGTON:  We'll nmake sure there's sone
out by the coffee and whatever the |ocusts have left,
and just fill out the card indicating who you are, who
you represent and subject -- the subjects that you woul d
like to speak about in the public participation portion
of the program and we'll call on you, thank you.

Let me conplinment you about being on tine and
ready to go. W're noving right along. W're really
ahead of schedule. W are now on page 7 of the agenda,

t he di scussion of the definition of pay-per-cal

services, and I would like to rem nd everyone that for
this part of the discussion, we're going to be referring
to handout E.

W're going to talk first about de mnims
exenptions. Looking at handout E we note that sone
commenters have criticized the proposed exenption for de

mnims itenms with for de m nims charges.
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For exanpl e AT&T expressed concern that the
proposed de mnims standard m ght be too easy for
providers to circunvent, and instead AT&T has suggested
that services be exenpted fromthe definition of
pay-per-call where the provider could show that it was
sinply passing along a portion of its own cost savings,
achi eved through a nutually beneficial arrangenent, that
its transaction with an IPis not materially different
fromsimlar arrangenents that it has made with non | Ps,
or that its paynents to an IP properly reflect the cost
or value of services actually provided.

Let's begin the discussion. The broad
di scussion on the table is: Should there be a de
mnims exenption, and if so, what should the bright
line be, and specifically we would Iike sone coment on
the AT&T proposal. It's hard to shift back into this,
isn't it, after lunch and it's a beautiful day?

Jim would you like to say that the AT&T

proposal is brilliant?
MR BOLIN. | would like to say sonmething if no
one else wants to begin. | would Iike to kick this off

wi th a general observation, which is that we don't think
there should be any sort of de mnims exception as a
general rul e because these kinds of revenue sharing

arrangenents don't depend on specific revenue threshold
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per mnute. Wat they depend on is an overall vol une.

If an I P can nmake even a few tenths of a cent
per mnute say setting up a chat roomwhich is a
virtually costless operation, if they can push even a
few m nutes through there and charge a fraction of a
cent per mnute that's a pretty decent profit.

So the absol ute anmount per mnute that the
carrier can earn isn't really what's relevant to
notivation, isn't really what's relevant to whether or
not the kinds of requirements that are unregul ated
pay-per-call services that woul d exist.

| would also submt that | know in the past
t here have been sonme concerns expressed that this three
part task would be too difficult to admnnister. AT&T is
rapidly comng to believe that our ability to come up
with workable rules is out struck by the ability and
obligations placed on them and we would submt that if
this kind of three part standard is something the
Comm ssion thinks isn't ultimtely workable, we would
prefer seeing an outright ban on revenue sharing rather
than crafting a rule that would all ow arrangenents |ike
TSAA s that AT&T has been engaging in in the past that
we think are beneficial to consuners and beneficial to
t he mar ket pl ace.

But we would prefer to give those up rather than
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to see sone kind of de mnims threshold in place if it
canme to that.

M5. HARRINGTON:. Jim in ternms of your comment
about the sense that you're trailing after the crooks,
we feel your pain.

MR. BOLIN. One exanple that we've seen
recently, it's actually a matter we have in active
inactive litigation right now, is we have seen a
situation where an IP clains to | ease pieces of
equi pnent, actually usually transmtting the call to the
carrier.

The carrier then clains that it's providing a
paynment for that |ease to the I P and then hands over a
portion of access charges to it. That kind of situation
makes it very difficult to prove whether or not the
| easi ng arrangenent is reasonable, whether the paynents
are reasonabl e.

We think arrangenents |ike that and ot her
arrangenents - -

M5. HARRI NGTON: This would be a so-called
carrier?

MR BOLIN. In this case, | think we're actually
tal king about an entity that is a LEC sharing access
charges. But maybe they just got better |awers than

AT&T does, but they seemto be able to cone up with
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arrangenments that would circunvent the test we can
pr opose.

"Il leave it at that and see what anyone el se
has to say.

M5. HARRI NGTON: W have at | east one new
participant at the table this afternoon. Wuld you
i ntroduce yourself for all of us.

MR. EI SENBERG M nane is |lan Ei senberg of
Mrage Marketing. I'msitting in at the BRTF seat.

M5. HARRI NGTON:  And you're next.

MR. EISENBERG |If the purpose of the de mnims
test is to safeguard consuners, nost of the abuse that
we've seen is high filed tariffs that are way above the
normal | ong distance price of the big carriers, and
peopl e calling nunbers or international nunbers and
i nstead of paying a dollar or two dollars a m nute,
they' re paying outlandish tariffs four or five dollars a
m nut e.

We feel if there's going to be a de mnims
test, it should be based on a paynent fromthe carrier
to the marketing conpany or | P because that doesn't
directly affect the consuner. The de minims test
shoul d be based on if the tariff rate that is being
charged is above a certain percent, |ike 20 percent

above the normal carrier rates to nake a certain phone
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call.

But the paynent between the termnating carrier
and the marketing conpany, that's a contractual
arrangenent between two conpanies that really has
nothing to do with the consunmer and doesn't affect the
consuner.

M5. HARRINGTON:. Jim do you want to respond to
t hat ?

MR BOLIN. If I may. | think that we've often
heard the argunent that as |ong as consuners don't pay
nmore than they would for an ordinary |ong distance call,
that nobody is harmed. | would avert to MIton
Freeman's great economc principle that there ain't no
such thing as a free | unch.

Consuners may not pay for these services
directly but they pay for themindirectly, that leads to
two problens. First of all, by forcing | ong distance
conpani es to pay access charges, they in turn get passed
on to IPs, you increase the cost of the LD carriers.
Those costs ultimately get passed on to consuners.

Long distance is a very conpetitive market.
Prices are already very close to cost. |If you increase
the cost of carrying these calls in order to pay for
t hese kind of services, ultimtely everyone pays for it,

and what that neans is that the grandnother living in
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Topeka who never calls chat lines pays nore to call the
grandki ds on ordinary | ong distance calls because
sonebody el se is using chat lines, and the cost of those
chat lines are buried in the ordinary LD rates.

The second problemis another basic economc
principle. |If something is free to the user of it, they
will tend to use nore of it indirectly than they would
ot herw se.

If ice creamwere nmade free tonorrow, ice cream
consunption woul d skyrocket. Because these kind of chat
| ines appear to be free to the user who are calling them
because they're not paying nore than the ordinary rates,
rat her those costs are spread across other users and
result in higher access charges, you're going to see
hi gher uses in these kind of chat lines that ultimtely
drive traffic to these kinds of arrangenents rather than
into legitimate arrangenents.

We think that's a market distortion and we think
it's sonething that we think needs to be considered as
wel | .

M5. HARRI NGTON: | an?

MR. ElI SENBERG  Technol ogy i s changi ng so
rapidly, it's creating opportunities for both people in
the industry and for consuners. |If you | ook at a chat

l[ine, which is a good exanple, if they're calling a 900
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nunber, the average price of a 900 nunber chat line is
anywhere from2 to $5 a m nute.

If they're calling a free |ocal nunmber, it
doesn't cost the consunmer anything to nmake that call.
The benefit to consuners is they're staying on for
hundreds of mnutes. |It's that alternative form of
entertainment forum They're using it all the tine.

They're gaining a benefit and enjoying that chat
line. It's a valuable product. 1It's a valuable
service, sonething they enjoy. That's why they use it.

A good nodel to look at is Internet access. In
Engl and, the nodel used to be in England the sane as it
is here. You pay $20 a nonth to access your |SP, $20 to
30 a nont h.

In the UKit's closer to I'msure like 90 to 95
percent in London. All ISPs are free now They're
sharing in the termnating costs of the |ocal call
It's a nmeasured service in London.

It's a great benefit of the consuners, to the
users, and this is sonething that technol ogy has nmade
available to them To force us into an old fashion
nodel where that woul d have to be a $30 for a 900 cal
is not a benefit to the consuner. It hinders a consuner
and what product and services are available to them

MR BOLIN.  If I may just briefly?
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M5. HARRI NGTON:  Sure.

MR BOLIN. I'mnot famliar with how I nternet
access works in Europe, but I know how calls work in the
United States. lan's argunent nmakes sense only if you
assune these calls are really free. You assune that
nobody is maki ng any noney on them whi ch neans these
chat line providers are charitable Internet providers.

In fact they're very profitable. That's why
they continue to exist. That's why they proliferate.
The only question is how they're paid for, and they're
paid for indirectly through |Iong distance revenues
rather than directly by the user that's actually
cal |l i ng.

But everybody ultinately bears the cost in the
formof higher rates. You can't make noney out of
nothing. No matter how much technol ogy changes,
sonebody is nmaking a profit, and the profit cones from
somewher e

MR. BRENNAN: A question from Mark, and then,
Phil, we'll get to you. Don't worry.

MR. HERTZENDCRF: Just a question of clarity for
Jimat AT&T. Wth regard to -- and | hope | got the
acronymright, TS --

MR BOLI N TSAA

MR. HERTZENDORF: -- TSAA arrangenents, could
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those fall under the exenption that was proposed by the
Comm ssion? | understand that you would prefer the
exenption was drafted differently if possible, but does
it fall under this?

MR. BOLIN: Do you mean the exenption on the
handouts to where paynent woul d not be for cal
si mul ati on?

MR. HERTZENDCORF: [|'msorry. The 5 cent, 50
cent threshol ds.

MR. BCOLIN. The answer would be it depends.
TSAA rates are priced to be cheaper than | ocal access.
It depends on the access rates being charged in the
area. In general TSAA would be perm ssible under the
proposed rul e.

M5. HARRI NGTON:  Phi | ?

MR. ADAMS: Actually it's Danny Adans. W're
trading off.

M5. HARRINGTON: Onh, |I'msorry.

MR. ADAMS:  You've insulted us both, Eileen, but
we'll get over it.

M5. HARRI NGTON: Cynthia? That's ny default
name for everybody.

MR. ADAMS: For Cable & Wreless. Just a
comment on the AT&T concern, which is | think when we're

tal ki ng about | ocal access charges, we're at the wong
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agency.
| know these issues are pending before the FCC
and have been for sonme tine, probably not noving quite
qui ckly enough for everyone's taste, but whether | ocal
exchange carriers access charges are reasonabl e, whether
payi ng part of those to IPs is reasonable is -- | know
there are a nunber of formal conplaints, probably AT&T,
agai nst | ocal exchange carriers pending at the FCC now,
and | think this is the wong agency for that
di scussi on.

MS. HARRI NGTON:  Ji nP?

MR. BOLIN. | think we can dispense with that
remark. We're not here tal king about access charges.
We're tal king about access charges that are being paid
over to IPs as a disguised way to pay for chat |ines.

| agree the FTC doesn't have anything to say
about access charges, but what we're seeing is actually
charges that are being inflated for the purpose of
paying for chat |lines and other information services.

VWhat we're seeing are in effect side paynents,
hi dden paynents for these information services that are
purportedly free.

M5. HARRI NGTON: | an?

MR. EI SENBERG  Unfortunately | think that's far

broader reaching. It's not just chat lines. It's also
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-- in the U S nost, not nost but a good portion of
maj or | SPs when they | ocate their nodem pools in cities
sign up with CLECs for a couple of different reasons.

One reason is CLECs because they're getting
what's cal |l ed reci procal conpensation fromthe i ncunbent
LECs, they can sell lines through the ISPs for a cheaper
price, and they do share sone of the paynent or kickback
as the termthat people have used here.

That would go away as well. That would fal
outside of de minims test because nodemcalls are often
very, very long. People stay on their nodens all day
| ong.

The ot her exanple is a | ot of newspapers and
yel | ow pages have free services, free sports scores,
weat her updates, soap opera updates, jokes, horoscopes,
things |ike that.

They're free if you're calling fromthat city.

If you're calling fromoutside that city, they have
normal toll charges associated with them and a | ot of
those lines also cone from CLECs who provide paynents in
form of reduced rates or actual paynents to the
conpani es providing that information.

And that's a benefit that will disappear from
consuners.

MS. HARRI NGTON:  Question from Adanf
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MR. COHN: This is a question to AT&T. It
sounded earlier as if you were saying that you don't
think a de mnims approach even including the proposals
that you had in your earlier comment two or three two
years ago woul d be workabl e.

| s that what you're saying, or is there
sonet hing that you can think of that would achieve the
goals as stated in the proposed rul es?

MR, BOLIN. | think at this point in terns of
meki ng three proposals could go sonething like this. |
think at this point our preferred outcone is sinply no
revenue sharing permtted, that the bright line rule |
think will benefit everyone in the end.

Qur second preference would be the test we
originally proposed in '97, and we stand ready to help
the Comm ssion inplenment such a test and help it refine
rules to inplenent that kind of test.

lan is correct that other revenue sharing
arrangenments exist in the market today, including our
own for TSAAs. Again we think they're efficient and
pronote conpetition, but we're willing to forego those
in the event the Comm ssion adopts a bright line test
her e.

Qur third preferred outcone would be the test

that's proposed in the handout that a paynent not be for
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call simulation. W would add to that test not only
that the paynent not be for call sinmulation, but that
the service provided be necessary for the conpletion of
the call because otherw se potentially you could inmagine
where an IP-- we'll take a |legal exanple that will fit
the letter of the rule if not the spirit, an IP that
provided a carrier wwth office supplies and got paid two
cents a mnute for termnating charges to say that's a
paynment for erasers and white-out standard coul d say
that's a paynment call simulation and therefore it's al
right.

So we think any paynent needs to be necessary
for the conpletion of the call.

M5. HARRI NGTON: Adam foll ow up?

MR. COHN. The follow up question would be
taking a |l ook at the nunbers, the ten cents and five
cents, that whatever it was, five cents and 50 cents, do
you have any comment about those particular nunbers in
relation to sonething Iike a TSAA or such as was
mentioned a few m nutes ago, the operation |ine operated
by a CLEC?

MR. BOLIN: | don't know as to information |ines
and uses whet her these would be too high or too lowto
permt these to continue. |In the case of TSAAs, the

proposal for five cents a mnute or 50 cents would
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generally permt TSAAs to conti nue.

Having said that, it would also permt an aw ul
ot of scanms to flourish, and | think that those rates
-- If we adopt a de mnims threshold in this
proceedi ng, those rates are clearly too high given that
they represent in sone cases nore than a caller pays for
the conpletion of a long distance call.

MR. COHN. Do you have any suggested ot her
anounts that you woul d endorse?

MR BOLIN. | can't imagine a de mnims
threshold that would work, even a fraction of a cent per
m nute can be profitable if you push enough m nutes
t hrough your 1ine.

M5. HARRI NGTON:  Danny??

MR, ADAMS: Just so | understand this, Jim you
tal k about revenue sharing. |Is this revenue sharing
bet ween the | ocal tel ephone conpany and an I P or service
bureau? |Is that the revenue we're tal king about?

MR. BOLIN. | think between the IP or the I XC

MR. ADAMS: The | XC or the LEC?

MR. BOLIN. Both, the I XC and the LEC. | think
any revenue sharing between any carrier should be
prohi bi t ed.

MR. ADAMS: Aren't these charges that the

carriers are charging including sharing tariff either at
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the FCC or the state or both?

MR. BOLIN. The shared paynents are not tariffed
or shouldn't be. The access charges are.

MR. ADAMS: The ten cents a mnute for
termnating access is tariffed, and your objection is
that part of that is paid to an | XC for generating
traffic.

MR, BCLI N Yes.

MR. ADAMS: You think the Federal Trade
Comm ssi on shoul d have an opi nion on whether that ten
cent a mnute tariff rate is reasonabl e enough?

MR. BOLIN. No. | think that the ten cent a
mnute rate exists because of this high paynent. |
think the only reason that we're seeing access rates of
40 cents in territories is because we're seeing this
ki nd of revenue. We have a nunber of LECs out there
that only exist in order to pronote these chat |ines.

| don't think that the FTC has jurisdiction over
access charges. | never heard the FTC assert that they
do. | do think the FTC clearly has the ability to say
to an information provider, If you' re engaging in
revenue sharing with a carrier, then you' re engaging in
a practice that we're going to deemprohibited. W're
going to deemthat a pay-per-call service because it's a

side paynent for information service.
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| f access charges stay at the rates they are,
that's sonmething we'll have to deal with at the FTC

MR. ADAMS: My understanding, so you're saying
they can order the IP, not to share revenue with the
t el ephone conpani es, and that won't have the effect of
ordering tel ephone conpanies not to share revenue with
the | Ps?

MR. BOLIN. | think they can prohibit it in both
di rections.

MR. ADAMS: The FTC can do that?

MR. BOLIN 1've never heard an argunent to the
contrary.

M5. HARRINGTON: | would just note what we're
tal ki ng about is defining the term pay-per-cal
services. Richard?

MR. BARTEL: | see the discussion got off in
anot her direction. WMaybe | can del ay.

M5. HARRINGTON: | had a question actually for
lan, a followup. I'minterested -- could you for the
record describe a little bit nore fully the revenue
nodel s that the ISPs in the UK were operating on that
i ncludes access at no front end cost to the consuner,
but conpensation to the IP or the ISP rather as part of
sone sort of revenue sharing with the carrier?

MR EISENBERG As | understand it in the UK al
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calls are a neasured service. |If you make a call across
town, that costs you sonething, a fraction of a cent a
m nute, and so when you call an ISP, that's a standard
call inside of London, and you're paying the normal cal
cost, and the carriers share in a portion of that cal
cost with the ISP who is probably a carrier as well like
a CLEC.

That woul d be our program down there, and that's
how they're offering the Internet service, so it's sort
of a pay-as-you-go nodel

M5. HARRI NGTON: Thank you. Adam has a foll ow
up question.

MR, COHN. But you would have to sign up
presumably with a specific ISP. As a consuner were you
woul d have to sign up with themor could you call to any
| SP and have that anmount, simlar to how a pay-per-cal
system woul d wor k?

Coul d you just call any ISP up and connect to it
and the ISP would collect for that service.

MR. EI SENBERG Yes, and in fact there are | SPs
inthe US. operating that way today that are operating
as a pay-as-you-go nodel as local calls, and you call in
and log in as a generic like guest and test or whatever
it is, and you get your E mail account. You set

everything up while you' re online.
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M5. HARRI NGTON: Jim and then Eric?

MR. BOLIN  Just briefly. It's alittle bit off
topic fromlan's |ast remark, but | would point out that
where we're generally seeing this kind of revenue
sharing arrangenent in the United States is in a
situati on where access charges are grossly inflated, and
| won't nanme nanes, but AT&T is seeing access charges in
the 40 cent per m nute range and up.

Keep in mnd those custoners on those calling
pl ans pay 5, 10 or 15 cents a mnute and AT&T's i s being
required to pay 40 cents a mnute to termnate a | ong
di stance call, and sone substantial portion of that 40
cents is being paid to the IP, that what we're seeing is
a gross market distortion that can't be deened free by
any neasure.

We're not ordinarily seeing these kind of
arrangenments cropping up in cases where access charges
are at normal |evels that reflect the kinds of |evels
you see in the market.

The situations where we are | believe | AN
menti oned cases |ike local tinme and weather |ines
offered by LECs, in sone cases we are seeing those sorts
of arrangenents but they're not generally being called
by out of town callers.

Those kinds of things are typically high vol une
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services offered by a LEC locally. As submtted in our
coments, we don't have any objection to those
continuing. Wat we worry about are the ones

i ntroduci ng market distortions, and there are a | ot of
t hose out there.

M5. HARRI NGTON:  Eric?

MR. LEE. Eric Lee, ECA. | would warn agai nst
putting too much stock on the British nodel because
actually what's happened there of course as you probably
know is that the custoner then gets free |IP service,
free high activity, and so there's D ckson, which is the
second |l argest ISP now in the UK, which operates solely
t hrough this revenue sharing nodel

So | nean there is sone real benefits there, but
on the other hand, because of that there's sone real
di sparities in industry market structure.

M5. HARRI NGTON:.  Jill?

M5. SANFORD: Yes, hi. Jill Sanford with the
New Yor k Assistant AG hat on and not the NAAG S
subcomm ttee because as a subcommittee we have not
di scussed this, but I do want to nmake a point, in New
York, the AGs office is involved very heavily in
proceedi ngs before the Public Service Conm ssion dealing
with sonme of these reciprocal conpensation issues, and

particularly wwth the I1SPs and chat |ines and CLECs
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versus the LECs on a nunber of these issues.

And | think I may be agreeing with Danny here
that |'"'mnot sure that this is the proper forumfor
t hese issues to be discussed, and |I'm not sure that the
Attorneys General at this point and certainly New York
woul d want to take a position on those issues in this
forumas we are briefing and working through those
i ssues in our State Conmm ssion.

M5. HARRI NGTON:  Ri chard?

MR. BARTEL: | think the connection here with
the FTC s jurisdiction is that should there be excess
charges that were snoke screens for sone sort of back
schenme, whether it be sharing revenue, whatever, that
the nexus is that that constitutes sonmewhat of a joint
venture with the carrier, the IP, and therefore sone
formof liability should attach with respect to consuner
I Ssues.

M5. HARRI NGTON: That's what we think or have
been thinking, and that's what gave rise to the
proposal , although the coments are very hel pful.

MR. BARTEL: | would like to say one other thing
and that is, there's a lot of relationships of carriers
to tariffs, and | think that the public and the
custoners are not aware that a tariff is not a law, and

atariff is not sonething that the agency at which it
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was filed has actually | ooked at it and nmade an
adj udi cati on of reasonabl eness or anything of the sort.

It's sinply a notice filing saying, This is what
we're going to do, and then it doesn't becone an
adj udi cati on unl ess sonebody objects to it.

M5. HARRINGTON: | would like to nove to the
next topic under definition of pay-per-call services,
which is the proposed rebuttal presunption that a
paynent to a provider -- I'msorry, the proposed
rebuttal presunption concerning paynents to providers in
the rule, is that an appropriate rebuttal presunption?

And the other question that | would like us to
tal k about is whether there are additional exenptions
from-- if there is to be a de mnims exenption, are
there additional exenptions that would al so be
appropri ate?

Anyone care to discuss either of those
gquestions?

MS5. HARRI NGTON:  Peter?

MR. BRENNAN:. Thank you. Thank you, Peter
Brennan, TPI. Just on the second question you asked on
page 2 of your agenda. You suggest perhaps either
exchange or | ocal exchange services shoul d be exenpted,
and we can't see any reason for that.

M5. HARRI NGTON: We al so touched on that issue
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yesterday sone. Adele? Could you identify yourself for
the reporter?

M5. SI MPSON:  Adel e Sinpson, Internationa
Tel emedi a Associ ati on.

M5. HARRI NGTON: Can you use the m crophone,
pl ease?

M5. SI MPSON:  The International Tel enedia
Association and its nenbers really feel like that there
shoul d be sone exenptions, and those are the services
that do not charge a premum and when we | ook at the
definition of pay-per-call services, that has assuned
that a premumis charged, and in the case of
i nternational services, the charges are no nore than the
charges for any other international call, and -- or
standard call.

And when we address it in the next section,
we'll talk about all the nmeans that the International
Tel enedi a Associ ation has done in the last two years to
address sone of the concerns at the |ast workshop, but
clearly fromour nenbers' perspective, there is an
exenption when no premumrate i s charged.

M5. HARRI NGTON:  Anyone el se on either of those
guestions or on the definition of pay-per-call service?

Peter?

MR. BRENNAN. One nore thing regarding the
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guestion that you asked about directory services and how
that should be defined for the rule.

MS. HARRI NGTON:  Yes.

MR. BRENNAN. We woul d strongly advocate that
directory services be tied to the definition of what
existed as directory services when the rule was witten,
and because that's a changing terrain now, given the
fact that particularly |ocal exchange carriers can get
into the information business, we want to nmake sure that
there's a level playing field so we woul d advocat e t hat
you go back to what we comonly understand at that point
intime which was the reason why they were sort of
grandf at hered at that point.

Thank you.

M5. HARRI NGTON:  Anyone el se? Mark, you | ook
i ke you have a question.

MR. HERTZENDCORF: | didn't understand Peter's
remar k.

M5. HARRI NGTON: Mark doesn't under st and.

MR. BRENNAN:. Thank you. Directory services,
eventual ly directory services may cone to nean all kinds
of other things depending on -- you could have your
I nternet addresses that you have. It could be directory
services that have nore commercial applications, and

typically which is the historical |ooking up of a
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t el ephone nunber.

So to the extent that others in the marketpl ace
m ght seek to expand a definition of directory services,
we think the definition ought to be as it was when the
law was witten. Wen the aw was witten, if you
remenber, the reason or the rationale for that was
peopl e are used to paying -- used to not paying for
directory services.

And so even though by any other neasure those
m ght be considered a pay-per-call, if that exception
was carved out saying -- actually in many states if you
make a certain anount of calls, you pay for it anyway,
but rather than subject those calls to the pay-per-cal
definition, we think the definition for directory -- if
director services remain exenpt, we believe that they
ought to be defined clearly as directory services as
they were when the |law was witten.

M5. SCHWANKE: Can | ask a follow up? Then how
woul d you propose -- do you think the | anguage as it
existed in the current rule is efficient to do that, or
do you have any suggestions for how we woul d preserve
that exenption as it originally was enacted?

MR. BRENNAN: | would like to take a | ook at
that and get back to you, if I may. M gut is | don't

think it was, but | think it warrants a little nore
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definition, but in fairness | would |like to get back and
suppl enent the record on that.

M5. HARRI NGTON: Okay. Yes, Richard?

MR. BARTEL: | think that's an inportant
guestion that needs to be addressed maybe in the next 15
days. There m ght be sonme nore filing on that because
many directory service operations now i ncludes national
directory assistance with call conpletion, and there are
sone consuner issues that may be related to the cal
conpletion portion of it.

M5. HARRI NGTON: That's a good point. All
right.

What | would |ike everyone to do is stay right
where you are, but stand up and stretch for just a
second, and we are going to nove into the discussion of
i nternational audi otext services, but let's just take
i ke a 30 second stretch.

(Pause in the proceedings.)

M5. HARRI NGTON:  And now for a conmerci al
message. The FTC day-care center tots art sale is going
on in room 332, right below us, and the next break is
schedul ed for 3:15, so if anybody would |ike to buy sone
great art fromthe tots, here's an exanple and here's
anot her one.

So anyone who's interested in art, it's in room
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332 right below. W' ve been shanelessly flagging M.
M ng upstairs.

UNI DENTI FI ED SPEAKER: That's what | heard.

(Pause in the proceedings.)

M5. HARRI NGTON. Let's focus on page 8 on the
agenda now, please. The subject is international
audi ot ext services, and let's get right to the first
guestion which is a very inportant one.

Is it technologically feasible for international
audi ot ext services to conply with TDDRA requirenents to
provi de free preanbles, to segregate audi ot ext charges
fromtoll charges on the tel ephone bill, to provide
per-m nute cost disclosures, and to provide bl ocking?

That is the question on the table. Is it
technologically feasible? Adele, and then Jim

M5. SI MPSON:  Adel e Sinpson representing the
I nternational Tel enmedi a Associ ation, and representing
the International Tel enmedia Association for our nenbers,
the answer is, no, it's not technologically feasible to
conpletely conply with TDDRA regul ati ons for our
menbers.

There are a nunber of things that we have done
and will continue to work on, and | think we would I|ike
to | ook at each of the four things that you tal k about.

For instance, when we tal k about free preanbles,
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our nmenbers cannot provide the free preanbles. The
point in time that the charging to the consuner begins
is determned by the tinme answer back supervision, and
t hroughout the history of international services, that
has been litigated and is pretty much controlled by |ITU
recommendati ons as to when answer back supervision is
sent and calling is charged.

And that's based on bilateral agreenents between
a US carrier and a non U S. carrier for which our
menbers are not -- have no access to those bil ateral
agr eenent s.

M5. HARRI NGTON: Adel e, can you tell us what
answer back supervision is?

M5. SI MPSON: | apol ogi ze.

M5. HARRI NGTON: That's okay.

M5. SIMPSON: | have a long history of tel ecom
so | can explain to you, but when you make a cal
overseas, the one way talk path is opened, and the
person in the U S. can talk but the person on the other
end cannot respond.

And early on in international, many tinmes people
woul d call internationally, and they would tell al
their famly news, and no answer based supervision woul d
ever conme and the U S. carriers were defrauded because

there was never a nechanical response that canme back to
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the U.S. carrier that said, Start billing.

So especially as there becane conpeting carriers
to AT&T, the requirenment for international carriers to
provi de that electronic signal back as soon as an off
hook situation occurred on equi pment on the non U. S.
end, so that billing the carrier so that the U S
carrier would not be defrauded, and that's a very
i nportant consideration which I'msure it's 30 years
old, 20 years at least in determ ning when billing
starts.

And that's a bilateral agreenment, |TU
recomendati ons under U. S. case | aw.

M5. HARRINGTON: Is there an | TU standard for
what - -

M5. SIMPSON: There is an | TU recommendati on for
when billing does occur.

M5. HARRI NGTON: Wiat is that?

M5. SIMPSON: | believe it's as soon as the off
hook situation occurs in the equipnent in the non U S.
| ocati on.

M5. HARRI NGTON: What is the effect of an I TU
recommendat i on?

M5. SIMPSON: It's based on a carrier's
w I lingness to participate.

M5. HARRI NGTON: That's a voluntary service?
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M5. SIMPSON. It's a voluntary service because
there's no court to litigate. The ITAis a nenber of
the 1TU Qur nenbers are not party to those bil ateral
agreenents or are willing to followthe ITU
regul ations. W were always in discussion with our non
US. carriers and are willing to discuss with our U S.
menbers ways to resolve this situation

Again the control of billing is in the hands of
the U S. and the non U S. carrier, so we have in the
|ast two years really taken sonme steps to conply as far
as possible with the TDDRA requirenents.

For instance, the ITA' s code of practice has
been anmended to require that all menbers provide a
preanble in the formof that which was stated in the
Comm ssion versus the International Audiotext Services,
and in that consent order there was a recomended
pr eanbl e.

So the ITA's code of practice which we don't
want to repeat because it was in our filing clearly
shows that we have foll owed the Comnm ssion's
recommendati on, and wherever possible we were willing to
conply with TDDRA as far as technol ogically feasible as
to preanbl es.

On the permanent cost disclosure, again | TA

menbers as well as a great many Americans have a
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difficultly determ ning what the cost of any call is,
and | think that's evidenced by sone of the recent
understandings in the FCC and the FTC. It's very
difficult -- international audiotext services, again
it's very difficult to do direct cost disclosure.

But again our code of practice requires in our
preanbl e that we do say to the custoner as do the
advertising requirenents that's an international call.
In the preanbles there is a requirenent to say, Cal
your operator to determ ne the cost of the call.

And one would think that you m ght be able to do
ranges, but | think Jimhas pointed out even interstate
U S. services, you may pay fromfive cents to $4 a
mnute for the same service in the US., so
internationally the sane thing occurs based on pl an,
carrier, et cetera.

It's even difficult to give neaningful ranges.
W m ght be able to put a range but it's not really
meani ngful to the caller, who | think would al ways
assunme they were on the low end of the range. W have
-- again in our preanble we state as in our advertising
that our national rates do apply.

On the third issue of bl ocking, again our
menbers do not have the capability to block calls from

the United States. Only U S. international facilities
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based carriers or carriers that have networks can
actually do that.

In general our belief is that U S. carriers can
bl ock international, access to all international
calling. As of yet we're not aware that anyone bl ocks
on a country by country basis, and | believe in the AT&T
filing, they made a specific reference to the |ack of
capacity to do bl ocking on a unique internationa
nunbers, even if they had proof, whatever proof is, that
that was the nunber that should be bl ocked or had a
| egal requirenent to do that.

So again our nmenbers -- that's really beyond our
technol ogi cal capabilities, and again on segregated
billing, billing is a function of a U S. entity, and
it's al so based on nunbering plans, and nunbering pl ans
tend to be a country code, and then the U S. carriers
really make no judgnent about how many digits behind
that country code, and it's very difficult for anyone in
the U S. to address that, but certainly billing is not
an issue for the | TA nenbers.

M5. HARRI NGTON:  Thank you. Jim then we'll
have fol |l ow up questions from Adam and Mark

MR BOLIN. | think we would just second Adel e
fromthe point of view of interexchange carriers

operating in the United States. Segregation isn't
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possi ble on the bills because these kinds of calls are
on ordinary international dialing sequence. They're not
identified by any particul ar codes or other ways that we
can know when revenue sharing is occurring or not
occurring, and therefore we can't segregate them on
bills.

We can't provide cost disclosures because, one,
we can't know which calls disclosures are required for.
It is theoretically possible to redesign our network so
that every call that is about to go overseas gets
st opped, the cost disclosure gets inserted, and the cal
goes on the way, but that which is theoretically
possible is not financially possible in this case.

That woul d be an i mmense restructuring of our
systemto do sonething like that, so cost disclosures
aren't feasible either. Blocking isn't feasible for two
reasons. One, again we can't identify the specific
calls on which revenue sharing is occurring so we can't
know what nunbers we need to bl ock, and as Adel e pointed
out, while we could block entire country codes, we can't
prevent you fromcalling West Germany, | guess there is
no West CGermany, CGermany if you wanted to do that.

We don't have the capacity in our swtches.

Even if we could know which of these nunbers needed to

be bl ocked we don't have the capacity to bl ock the
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literally thousands and thousands of nunbers that are
out there in which revenue sharing i s occurring.

MS5. HARRI NGTON.  Adanf

MR, COHN. It sounded like the feasibility
i ssues that you raised were nore |ike cost and contract
feasibility that would be very conplicated to get
involved in a contract that involves other parties and
woul d be financially -- as AT&T pointed out would be
financially extrenely difficult.

It would require reconfiguration of networks,
but it still sounds like it's technol ogically possible,
that there isn't a technol ogical barrier to doing these
things, but if there were contractual agreenents, as we
mentioned in the past, there were del ays before charges
began for international calls and it has been done in
t he past.

| f contractual arrangenents were made and if
paynments were made to the appropriate parties, that
woul d bear the cost revenue sharing with the parties
that actually bear these costs, what is the
t echnol ogi cal barrier to conplying wth TDDRA?

M5. SI MPSON:  Again Adel e Sinpson representing
the International Telenedia Association. Qur nenbers
are not privy to those bilateral agreenents. Many of

our nenbers, a great majority of them-- we do have
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carriers of our nenbers, but a great mpjority of our
menbers, a great majority of themare not privy to the
el ectronic requirenment or electronic capability to
manage when answer back supervision is here, and
certainly two of the major facilities based carriers in
the U S

And | could only state from 17 years at AT&T, 12
of those in international, that if you regress to the
poi nt at which you try to establish an electronic
permssibility to not initiate billing until sone
i magi nary thing had occurred so that a preanble could
occur, | think nost immgrants or nost people with
rel ati ves overseas woul d announce, happy birthday, happy
news, new babies are being born, that would be much nore
of a problemto U S. carriers than anything in the great
mass of the billions of international nessages that go
by.

The ability for consunmer fraud and international
unfortunately is higher | believe in situations |ike
that, but again that's a carrier issue, but from our
menber issues, we just are not technologically in
control of those decisions so | think to ask that of us
IS -- we can say no.

MR COHN: | wanted to follow up. Has the ITA

or I TA menbers made an attenpt to negotiate with
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carriers to becone involved in those contracts, to which
they're not a party right now?

M5. SIMPSON. I n many cases we have offered to
get involved in that, but | know that CAMVY, you get
i nvolved in sovereignty issues, and even though they are
sitting next to ne at the table and are a nenber of our
organi zation, at no time -- even though we m ght work
with them | don't believe that our nenbers woul d expect
t hat even nenber carriers, much | ess other carriers,
woul d give up sovereign rights to negotiate bilatera
agreenents with U S carriers

And | think it's inportant to note that you | ook
at a sinple situation of U S. carriers to UK carriers,
you may have 1,400 international record carriers in the
U S. and in excess of 500 in the UK, so it's not sinply
a country to country bilateral. 1It's a carrier to
carrier relationship and a | ot of sovereignty issues
that our nenbers sinply, although we mght -- we're
always willing to work and have been wlling to resolve
t hese issues, but the technological ability to do that
as well as the practicality of getting involved in those
t housands and thousands of U. S. carrier to all other
world carrier relationships is not feasible. |Is that a
good word, not feasible?

M5. HARRI NGTON:  Just one second, Danny. W'l
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get to you. Mark, did you have a question?

MR, HERTZENDORF: Yes, | do. Wth regard to the
difficulty of determning the price per mnute, and |
guess also with regard to other difficulties of
conplying with TDDRA, does the use of 10 XXX have any
potential to resolve sone of these issues? For exanple,
you can't determ ne the price per mnute because you
don't know which | ong di stance conpany m ght be
enpl oyed. |If the advertised nunmber used 10 XXX, would
that resolve the problenf

M5. HARRI NGTON:  Danny?

MR, ADAMS: |'Il try that and then I want to

cone back to Adamis question. For 10 XXX, | don't think

it helps. The problemis -- |I'mspeaking for Cable &
Wreless by the way. |'m supposed to say that at the
begi nni ng.

The problemis that the price disclosure should
cone at the far end, okay, and Cable & Wreless is an
exanple. It should cone at the far end, say Dom nica,
to PIC a country, not in the U S., and that being the
case, you're going to have U S. callers using Sprint,
AT&T, M, paying different rates.

You're going to have callers inportantly from
Canada, from Australia, fromthe UK there's |ots of

Engl i sh speaking countries not in the United States that
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have totally different rates.

MR, HERTZENDORF: That depends what nunbers are
adverti sed.

MR. ADAMS: That's right, but as far as we're
tal ki ng about the preanble, the disclosure in the
preanbl e, correct?

MR, HERTZENDORF: | was focusing on the problem
of figuring out the cost per mnute, but it would seem
to me that the use of 10 XXX, if all the people that --
it would seemto nme, why don't all you guys get together
and make a | ocal 10 XXX nunber just for foreign
nunber s?

MR. ADAMS: It doesn't work because AT&T' s got
custoners, and they're going to call these nunbers, and
you can't Iimt what carrier people use. They're going
to use -- we don't want to.

If | can cone back to Adami s question, if that's
all right, | can address yours further, Mark, if that
isn't satisfactory. Cable & Wreless would say that it
is technologically feasible. If humans can put a man in
the noon, they can certainly figure this out
technologically. 1It's economc, you' re absolutely
right.

And the problemis sort of beyond economics in

the sense that it requires carriers to work together.
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There's not a single carrier -- unlike the donestic
situation where you have a 900 carrier working with | Ps
to control end to end. In this case we have foreign
carriers working with nmultiple U S. carriers, and it
requires all those carriers to work together to nmake it
work but it can be done.

Cable & Wreless, for exanple, is willing to
give free preanble, is willing to provide the
informati on, the segregated nunber set, so they can be
bl ocked if U S. carriers choose to, and that sane
informati on can be used to have separate billing if the
carriers choose to.

Bl ocking is, we've presented what Cable &
Wreless can do about blocking, that's a U S. carrier
i ssue, but in ternms of the information that's acquired
in the bilateral agreenents that were necessary, Cable &
Wreless is wlling to do that, in fact has done sone of
that already, charge backs for exanple. Cable &

Wrel ess has agreenents with U S. carriers to allow U. S

consuners who conplain about calls to charge those back

not be charged, and Cable & Wrel ess does not charge the
carrier anything for those calls.

M5. HARRI NGTON:  Ri chard?

MR, BARTEL: | see that there are many technica

i ssues. Technical feasibility doesn't seemto be a
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question. It's a matter of economcs in terns of the
carrier side of the equation, and you nentioned there
are also political considerations of sovereignty

i nvolved in negotiations with national

t el ecomuni cati ons adm ni strati on.

| think there is a solution to that close to the
United States, and that is that nost of these
adm nistrations in islands in the Caribbean and so forth
are nmenbers of the North American nunbering plan and
have area codes assigned through that and are subject to
the guideline and industry nunber and commttee with
respect to the assignnent.

It seens fromthe consuner's perspective, nost
of the conplaints cone fromsituations in which it's not
so nmuch a matter they've been defrauded is that a | ot of
the conplaints cone fromthe concept that the charge is
unexpect ed because they didn't know what area code they
were calling or sonmething along that line in that
cont ext .

So maybe the solution is fairly sinple and that
is for NAPA, and the industry nunbering commttee sinply
to say that all non U S. area codes nust start with a
digit 9, and that puts this consunmer on sufficient
notice that there is sonething different about this

cal l.
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M5. HARRI NGTON:  Adel e?

M5. SIMPSON. Adele Sinpson, the ITA and |
think I would like to address Mark's call about the 10
XXX.

M5. HARRINGTON: Ckay. |I'mgoing to let you
come back to that, but what about this suggestion that
Ri chard just made, that naybe all of the non U S., non
Aneri can exchanges coul d have a di stingui shing
characteristic? Danny?

MR. ADAMS: Sure. | think it's a theoretically
prospective idea that practically can't be inplenented
for many reasons, sovereignty being one. For exanple,
here we're tal king about |lots of nations who may or nmay
not chose to have their designation start with 9 for
what ever reason

Secondly, we've already got how many mllions of
t el ephone nunbers out there that with nunbers on them
We're tal king about changing all of those. [It's just --
t he econom cs of changi ng everybody's tel ephone nunber
outside the United States so that they can conply with
the international audiotext rules is probably not
econom cal ly feasible.

M5. HARRI NGTON:  Just one question | would |ike
for you to hold in mnd and we can return to is if the

barriers to some of these proposals in the FTC rule are
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econom ¢ and not technological, and there is a record of
econom c harmto U S. consuners arising fromsone use of
t hese nunbers, then we're in a situation where we're

bal anci ng econom c interests.

And it would be useful to hear thoughts about
ranking the difficulty of the econom c obstacl es because
| think there's a very anple record and it's grow ng al
of the economic harmto U S. consuners. The Federal
Trade Conm ssion has a particular responsibility to
attend to that and to think about howto mtigate harm
to U S. consuners.

So that's just sonething that I would ask you to
t hi nk about. Richard?

MR. BARTEL: | have a response just on that
point and to defend this idea of the area code starting
wth 9. United States has been going through -- and the
FCC can confirm getting a |lot of pressure on this, a
mul titude of area code splits, area code changes. The
State of California Public Uility Comm ssion recently
is involved in trying to defend mllions of custoners
that were faced with the cost involving area code
changes.

And this is becomng a hot political issue
donestically. W're tal king about the Caribbean. They

just recently got their new area code. They used to be
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all 809, and | don't think the nunbers of |ines involved
in the Caribbean is anywhere near the nunbers of |ines
that are affected by just one area code split in the
United States in a major netropolitan area.

So | think the econom cs of changi ng area codes
outside the U S., and | don't nean just -- |'m not
necessarily saying Canada here, but outside the U S.,
al t hough there's an energi ng Canadi an | SP problem is
not that big of an econom c inpact.

So backing the econom c inpact of that
particular proposal | think it falls far bel ow what is
al ready being suffered by consuners in changes of area
codes.

MS. HARRI NGTON:.  Davi d?

MR. MATSON: David Matson with Sprint. [|'m not
a technical person, but if |I understand correctly, what
you're saying is for the Cari bbean where | guess not al
t hese audi otext providers are, and |'m sure they would
all leave as soon as this was inplenented, by adding a 9
before it, let's start with a 9, | guess that would
require us to switch up all of our swtches.

And then I"'mtrying to al so understand that -- |
amstill not sure | understand how that distinguishes
bet ween an audi otext call and a regul ar international

call so I"'mnot sure how that still solves the problem
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but maybe Jill can help nme out.

M5. HARRI NGTON:  Jill?

M5. SANFORD: Jill Sanford, the New York
Attorney Ceneral office. The Attorneys Ceneral are
seeing the sanme kind of concerns and conplaints that the
Federal Trade Comm ssion is al so seeing, and we've been
a strong advocate for the expansion of the Pay-Per-Cal
Rule to international audiotexts, and |'ve been
listening and | hear the technological and privity
concerns.

| was going to nention the idea that Richard had
wi th sonme distinguishing feature. Another aspect of
this though is also the advertising and marketi ng of
t hese services, even given your concern about the
technol ogy and the privity, could the underl ayi ng
providers still advertise?

We're seeing is normal international rates
applied, and there's an inplication to the consuner that
that's going to be the normal per mnute rate to these
countries when in fact the rates are 20 to 30 dollars
per m nute.

| still haven't heard why at least in the
advertising and marketing aspect of it there couldn't be
greater disclosure and that normal is not what may be

happeni ng.
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M5. HARRINGTON: In answer to Jill's question,
Danny? Danny or Adel e?

MR. ADAMS: Well, | guess two parts of the
answer. One part is whatever the charges are, they were
the U S. carriers' charges to that country. They may
not be normal since people -- if people don't understand
they pay nore for international calls than the five
cents a mnute they pay MCl on Sundays for interstate
calls,, that's one issue.

If there's a preanble that says international
rates apply, that to me is much nore informative than
havi ng an area code start with a 9. As far as $20 or
$30 a minute I'mnot aware of anything like that. The
prices I'mfamliar with range from50 to 1.50, 50
cents, not $50.

So | would be very surprised to hear that there
were $20 to $30 a minute being charged for international
rates being charged U S. carriers, and to the extent
there are, they have to be on file with the FCC and
tariffs which can easily be regulated. That's one
reason |I'msurprised, if there are any, that they
exi st .

M5. HARRI NGTON: Let's go to Adele and then
Jim

M5. SIMPSON: | probably should defer to Jim as
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he's nore appropriate, but Adele Sinpson, I|nternational
Telenedia, and |'msort of answering three things in
answering all of these questions.

On the 10 XXX, if one is not aware because of
the nmerger and acquisitions as well as for other
reasons, carriers have multiple 1010 XXX nunbers with
different rates, very famliar, those of you with the --
sone of the issues that have come up with carriers
getting another 1010 XXX nunber and adverti sing and
mar ket i ng t hrough anot her way.

So again it is very difficult, even on a carrier
basis, to understand what a range of rates would be, so
that's sort of a problemw th the 1010 XXX rates, which
| think is a problemnot just for international but is a
probl em for interexchange carriers.

On the issue of using a 9 wthin the North
Anerican dialing plan, and we do have nenbers who use
both international such as 011 access as well as one
plus in the Caribbean, | think those areas in the U S
that al ready have area codes that begin with 9 would
best extrenely distraught if suddenly sone notion is
forwarded that every NPA that started with 9 was
associ ated wi th audi ot ext services.

And | think their are entire states that fall

into that as well as sone of the major netropolitan
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areas, and as far as the North Anerican dialing plan,
that is a sovereign entity that includes countries other
than the U.S., and there are sone again international
sovereignty issues where the U S. does not have, |
bel i eve, conplete control over issue answer of those
nunbers.

Al so, when we're tal king about the preanbles and
when we tal k about international rates apply and we say
the same thing on advertising, as I TA has stated within
its filing and | did previously, our code of practice
whi ch was attached to our filing requires that our
menbers advertise that say international rates apply,
that the preanble says that international rates apply,
and | believe there have been several instances where
i ndi vidual carriers have tried to file tariffs that are
excessi ve.

The FCC based on consuner conpl ai nts have taken
swi ft action and have already -- as Danny nentioned,
that is readily controllable, and if we |ook at the two
years since the |last workshop, the ITA and its nenbers
believe the | evel of conplaints frominternational have
decreased dramatically based on the things we have done.

And we would |ike to go on record as saying the
| TA and its nenbers are opposed to any illegal,

fraudul ent activity, as have been in many wel|l known
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situations, of which there is nmuch case lawto deal with
fraudul ent activity, and the | TA supports that
conpletely, but when we | ook at international rates
applied, our position is the sane for our nenbers.

We sinply have no -- there's no web site that
you can go to determ ne a range of prices, and for those
of you who were unfamliar with the internationa
tel ecomarena, two of the now three facility based
carriers are at the table, and they resell their
services to many other carriers, and yet to a non U S
carrier and therefore to the I TA nenbers, they only
recogni ze traffic com ng over from AT&T, Sprint and or
MCI Wor | dcom

So in that incident based on what Danny said, we
have no way of knowi ng who is the carrier that has the
relationship with the consuner or what price that
consuner m ght be charged.

M5. HARRI NGTON: Adele, | would likes to ask
sone questions to follow up on the ITA' s activities and
sonme things that its nenbers have done and really
illustrate -- that illustrate some of the problens that
we as | aw enforcers have, not w thstanding efforts that
have been undert aken.

Danny's reference to phone nunbers in Dom nica,

you may or may not know that the Federal Trade
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Comm ssion recently filed a case, and it was filed

agai nst an unknown perpetrator of deceptive practices,
and the reason that the perpetrator is unknown is
because, notw thstandi ng the comments that Cable &
Wreless filed in this proceedi ng about the steps that
it takes to know who its IPs are, to have contracts with
them so on and so forth, when we sent Cable & Wrel ess
a CIDto learn that, it didn't know

And so we're in a position know where sonmeone
has sent scores of thousands of unsolicited commercial E
mails to consuners all over the United States falsely
i nducing themto call a phone nunber in Dominica that is
used by an international audiotext information provider,
and Cable & Wreless is the carrier, and you don't know
who that is.

You don't know who your IP is, and you haven't
been able to tell us that, which is really not what the
comment that Cable & Wreless filed in this proceeding
woul d lead us to think your response to those questions
woul d be, so we are |left wondering how effective any of
t hese practices that have been adopted are when this
kind of schene is perpetrated, and when we need to know
who's behind it, you can't tell us.

MR. ADAMS: May | respond to that?

M5. HARRI NGTON:  Sure.
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MR. ADAMS: Danny Adans for Cable & Wrel ess.
Just to conplete the record, the schedule of events, not
to take anything away fromthe Conm ssion's rapid
response team but Cable & Wreless received an inquiry
t el ephoni cal | y about the nunber on approxi mately March
19, investigated the nunber and termnated it on March
26, heard first fromthe Conm ssion four weeks |ater,
approximately April 20, responded to the CID
approxi mately or on April 26.

The Comm ssion filed this |awsuit May 18, so
Cable & Wreless had in fact term nated the nunber about
ei ght weeks before the Comm ssion filed this |lawsuit.

M5. HARRI NGTON: Wiy don't you know who the
information provider is if you have contracts with your
i nformati on providers?

MR. ADAMS: In that case we don't have a
contract wwth the information provider. Wat we have
done is provide information about the people that we do
have contracts with, which undoubtedly will lead to the
identity of the information provider.

So there's a chain there. Cable & Wreless has
cooperated in this chain. | think this actually
provi des an exanpl e of how that could work because the
IP will be identified based on the information provided

by Cable & Wrel ess.
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Consuners were protected by Cable & Wrel ess by
actions before the Comm ssion even contacted Cable &
Wrel ess, and since we don't have direct relationships
with the P, we don't know the exact nunbers, but our
estimate is the IP actually netted | ess than $15, 000 or
approximately $15,000 fromthis activity.

So it seenms to ne this is actually an exanpl e of
how an actual audi otext protections can work.

MS. HARRI NGTON:  Ji nP?

MR BOLIN. 1'Il say for the record that | have
been advi sed by ny secretary that there is an there's an
FTC G D on for ny desk, and I'll get back to that as
soon as | get back to New Jersey.

| would like to talk about a couple of things
t hat have conme up over the last few mnutes. First is
Mar k' s suggestion that carriers and | Ps get together and
just advertise a 1010 XXX code.

AT&T's interpretation of the FCC s rules and the
governing law is that would be illegal, that a conmon
carrier can't enter into an arrangenent with an IP in
whi ch advertising says, Call us using this carrier's
line, that we can't take a financial interest in the
streamof traffic that's going to that carrier, and we
have to hold ourselves out in a different way.

There's a letter issued by John Maletta who at
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the tinme was the FCC s enforcenent director a few years
ago dealing with this situation where advertising for an
i nternational audi otexts nunber was advertising, dial us
usi ng 1010, whatever the code was at that tine, so we
don't think that would be a awful way to resolve this
probl em

On the issue of changing area codes to a nunber
beginning with 9, I"'mon the | egal advisory conmttee
for the North Anmerican Nunmbering Council so | deal with
these issues fairly frequently. This is not a U S
based organi zation that sinply all ocates area codes.

There are a nunber of sovereign nations in the
Cari bbean who are part of the North American Nunbering
Plan, the NP, and | can't imagine an interpretation of
the FTC s jurisdiction that would allow it to dictate to
a sovereign nation in the Caribbean encouraging it to
change its area code.

Adel e was also right, there are a nunber of
cities now beginning with 9. G eensboro, North
Carolina, is 919 for exanple. Even if you could
persuade t hese Cari bbean nations to change, it is a
wr enchi ng change at this point, soit's an interesting
idea but | don't think it's practical.

Then | would like to back up a little to a

broader view on these negotiations and whether they're
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feasible. The way these situations frequently work --
in fact 1"'min a case where we get the nost conplaints
about the way we work is within a devel oping nation that
essentially plans its tel ephone system by using these

ki nds of revenues.

Mayotte and Niue, | may have the nunber w ong,
but | believe they have settlenent rates as high as $3
or 4 per mnute, which neans the rates consuners pay to
call themare $3 and $4 a minute and up.

They have arrangenents with IPs in those nations
where they're sharing revenue to sinulate in traffic and
t hey use such revenue streamessentially to fund their
phone system It's how they're building out the
t el ephone nunbers to the residence.

Now, when carriers are negotiating with these
foreign PTPs, what typically happens is you have a
carrier |like an AT&T which inherently has econom c cl out
but we're negotiating with nonopolists, and we're not
bi g enough to extract good rates from nonopolists in
nost cases.

Now, in the case of a truly tiny nation |ike
Mayotte to where virtually all the traffic is going to
these I Ps, we can and have in sone cases negoti ated
arrangenents where we say, Either put sonme control on

these practices or we'll stop transmtting traffic.
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So you can nake a credible threat to do that.
We tal ked about this a bit in the '97 public workshop.

MS5. HARRI NGTON. Let ne follow up here. Has
AT&T ever bl ocked transm ssion to a country because
alnost all of its inbound traffic is pay-per-cal
audi ot ext ?

MR. BOLIN. We have gotten very close. | don't
think we've ever actually had to cut a country off. W
may have cut of f 500 nunber service to a coupl e of
countries for a brief period of tine.

M5. HARRI NGTON: What would it take to get you
to the point where you would cut off service to a
country?

MR. BOLIN.  Whenever you do, that there's al ways
a certain anmount of legitimate traffic in the ending
destination, and of course we can't cut off countries in
western Europe. W can't stop termnating traffic to
any one country. That won't just happen, but for nost
of the smallest countries that are abusing this, we've
been able to negotiate arrangenents wherein we can
m nimze our |osses and still provide refunds to
consuners who get burned in a | ot of cases.

In terns of what it would take to get us to stop
termnating traffic in the Cari bbean nations, it's got

political inplications. | don't know that | can answer
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the question in terns of what it would really take.

MS5. HARRI NGTON. Let ne ask a question of the
LECs. \When AT&T decides that it's going to have a
i beral adjustnent policy with regard to calls to one of
these countries that has audi otext providers that are
generating a high level of conplaints, do they
communi cate that to you. Bell?

MR. LAVALLA: Kris Lavalla for Bell Atlantic.
Not to ny know edge that hasn't happened. These calls
| ook like a regular international call to us. If we
had -- if we received conplaints on themthat they are
audi ot ext or sone kind of fraud going on, we would
contact the carrier are carriers usually that are
i nvol ved, not just AT&T, because as has been pointed
out, you can access the nunbers because they're regul ar
i nternational nunbers through any carrier.

But to ny know edge, and that's sonmewhat |imted
in this case, we're not notified of those situations.

MS. HARRI NGTON.  Mar k?

MR. FARRELL: Mark Farrell with SBC
Communi cations. | agree with Kris and |I've been
informed of that, and a sanple would be with the recent
nunber involved with Cable & Wreless. They were not
notified that the nunber had been taken down or it

wasn't proper before we received a tenporary restraining
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order fromthe court in North Carolina.

MS. HARRI NGTON: Danny, what did Cable &
Wreless Domnca or West Indies do to notify if anything
to notify U S carriers that it had taken the nunber
down?

MR. ADAMS: To ny know edge it did nothing, and
not hi ng was necessary to protect U. S. consuners. Since
t he nunber was not connected U.S. consuners coul d not
call it and get through.

M5. HARRINGTON: But there's a lag tinme between
billing and collection activity. Wuldn't it be hel pful
to advise the conpanies that were out there billing and
collecting for these charges that you had reason to take
t he nunber down?

MR. ADAMS: Wl l, Cable & Wrel ess does deal
with the U S. interexchange carriers such as AT&T, M
and Sprint. They don't have any direct dealings with
the | ocal exchange carriers like Bell or SBC

But, yes, and they've offered to do that and
frequently to do it.

M5. HARRI NGTON:. They, Cable & Wrel ess?

MR. ADAMS:  Yes. When the carriers claimor not
claim when they indicate that people have conpl ai ned
about the nunber, don't want to pay for a call to an

audi ot ext nunber, Cable & Wreless has an agreenent with
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the major carriers to charge that back, that is give
people a credit and not ask the U S. carriers to pay for
that call.

M5. HARRI NGTON: How do U.S. consuners |earn
about that?

MR. ADAMS: | don't know that they do. They get
t he charge back when they file a conplaint.

M5. HARRINGTON: So if they don't file a
conplaint, that information doesn't reach thenf

MR. ADAMS: Not fromCable & Wreless. It has
nothing -- no operations in the United States. That
woul d be up to the U S. carriers or sone other U S.
entity. As | said earlier this endeavor requires
cooperation anong a variety of Cable & Wreless. Cable
& Wreless doesn't provide this service end to end.

MS. HARRI NGTON: Adam has a question.

MR. COHN: This is a general question. Has the
audi ot ext industry and tel ephone-billed been effective
in pooling resources, for exanple using billing
aggregators to approach LECs, and | was wonderi ng
whet her or not a simlar approach in the international
audi ot ext context, especially given the fact that the
revenue and what we've heard today is happening to sonme
countries, can they pool their resources,

anticonpetitive issues aside, in the sanme manner where
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the U S. carriers say we would like to do business with
you, you'll shut this -- if you'll inplenment blocking on
this range of nunbers, we'll pay you this anount, if you
i npl enent, if you stop paynent for the first 18 seconds
of every call nade to these nunbers, we'll pay you for
that cost and get together and share the cost with the
people with the conpanies that are actually bearing the
cost for these services in order to conply or cone
cl oser to conplying.

MR, ADAMS: Me?

MR COHN:. O any of the international

audi ot ext .
MR. ADAMS: | would say in general that's a good
idea in concept. In fact Cable & Wrel ess already does

that, the things |I described Cable & Wrel ess does
segregating nunbers, negotiating charge back
arrangenments, requiring preanbles that can be free.
They're can be free but they're now free now, but
they're essentially de mnims now |If people hang up
they could be free.

Those things are not without cost to Cable &
Wreless. | don't think it's a sharing concept. Cable
& Wreless does all of that on its own nickel and then
pays AT&T to do AT&T's part as well. | think again

cooperation anong the entities would be a fine thing.
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So if Cable & Wreless provides the information,
identifies the nunbers we can't really redo AT&T' s
billing since Cable & Wreless is not quite big enough
for that, but we can give themthe information they need
to have separate billing, to have nunber by nunber
bl ocki ng and so on.

MR. COHN: Wiy pay themif you docunent it's
your billing service?

MR. ADAMS: We do pay them You nean pay them
to change their network? They shoul d cooperate for the
sane reason we do, to protect consuners.

M5. HARRI NGTON: Do you have an answer to that
gquestion?

MR. EI SENBERG Sure. One reason it m ght not
be practical at all, inthe US., the carriers in the
Cari bbean or anywhere in the world, it's not that
they're just dealing with the AT&T's and Sprints of the
wor | d.

In the U S. there's hundreds if not thousands of
resellers out there, and all those resellers would have
to sonmehow know when to bl ock, went to start billing of
acall. Areseller mght start billing a call as soon
as they hand it off to the underlying carrier |ike AT&T
or MCI so they have no way of know ng waiting 18 seconds

or waiting for an answer back.
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In the U S. the conpetition is just multiple of
carriers and each one -- sone of themare tiny little
conpani es. Each one has their own problens.

M5. HARRI NGTON: Marianne -- |I'msorry go ahead,
I an.

MR. EISENBERG In fact, | was going to add
sonet hi ng, that one problem m ght be when the state AGs
or FTC | ook at conplaints, they don't necessarily have a
way of differentiating between straight one plus or 011
dial international audiotext or |long distance calls
versus redirect or various 800 redirect or the new
variants that exist.

Looki ng at a phone bill they're all billed the
sane way, standard |ong distance calls, international
and 800 redirect. They show up on the phone bill in
many cases |ooking very simlar, soit's difficult I can
for a regulator to | ook at a phone bill and deci de how
this call occurred.

| think a lot of those conplaints that you're
seeing are comng from people that are still operating
800 redirect scans that are clearly illegal, and that
new | aws and regul ations aren't really necessary but
conti nued and upgraded enforcenent of existing rules is
what's necessary.

The scans that you brought to light, like the E
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mai | at the Dom nca or pager scans, | don't think
there's anybody in this industry that will argue with
you that those are wong. Those people need to be
prosecuted, and it has nothing to do with TDDRA. That's
sinply deceptive advertising and | aws al ready exi st.

M5. SCHWANKE: That |eads nicely into ny
question. | would Iike to get back to the issue of what
the international industry is doing to protect
consuners, and you suggest that what we shoul d be doi ng
is prosecuting or enforcing our current |aws agai nst the
providers that are offering these scans, and | think an
exanpl e of the problens that we face in enforcing the
rul es against these providers is this recent case where
not only apparently can consuners find out who the
provider of this alleged service is, |aw enforcenment has
faced consi derabl e obstacles in figuring out who the
provi der of the service is.

| wanted to get back to Cable & Wreless's
coment specifically that says that providers nost
provide Cable & Wreless with a nanme and a phone nunber
and information that Cable & Wreless will give to
consuners. Yet we weren't able to get the nane of the
provider from Cable & Wrel ess.

Do you have a nanme of a provider that you can

connect with a particul ar audi otext service today?
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MR. ADAMS: I n every case Cable & Wrel ess has
t he nane of someone who can provide that if | don't have
that name directly including the case we're tal king
about in Domnca. W in fact provided the Conmm ssion
with that information which Conm ssion can use to find
the information provider.

M5. HARRI NGTON: But you don't have -- you don't
necessarily know the identity of the information
provi der or even the service bureau that |eases your
nunbers, do you?

MR. ADAMS: We don't know it specifically that
we can swear under oath. W provided the Conmm ssion
with who we think it is, and | suspect that information
is accurate, including information on how to get in
touch with them

M5. HARRI NGTON:  Mari anne?

M5. SCHWANKE: Who are your arrangenents with in
terms of |easing your nunbers? Do you have arrangenents
wi th providers, service bureaus or sone other
third-party? How does that work?

MR. ADAMS: It can be all three. Typically it's
servi ce bureaus or independent contracts who deal with
mul tiple service bureaus thensel ves, and each of them
w Il have a set of nunbers they use.

M5. HARRI NGTON: Danny, let me read fromthe
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Cable & Wreless cormment here and just ask you whet her
what you're describing here is what you neant in the
coment .

On contact information the conment
says: "Information providers nust supply the CWN
Operating Conpany with contact names and phone nunbers
for dissemnation to the public by the CAMY Operating
Company. Thus the CWAN Operating Conpany facilitates
the informati on of consuners to obtain satisfaction
directly fromthe informati on service provider in the
event consuners are not happy with the audi otext service
t hey have been provided."

MR. ADAMS: |'msorry, what's the question?

M5. HARRI NGTON: The question is in the case of
the Dom nca where the I P was using the Dom nca nunber,
does this comment describe what Cable & Wrel ess was
able to do for unhappy consuners?

MR. ADAMS: It would, yes. The problemin that
setting -- first of all, understand that Cable &
Wreless doesn't deal directly with U S. consunmers so in
terms of the concept of having all this information
online where a U. S. consuner can call up a Cable &

Wrel ess operator and say, Wio's the IP and have them
look it up online, that's not what's suggested there nor

is that feasible.

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



484

M5. HARRI NGTON:  Who woul d the consuner whose
effort you're facilitating then be in that situation?

MR. ADAMS: They woul d contact their U S
carrier.

M5. HARRI NGTON: By consuner you nean the U S
carrier?

MR. ADAMS: No. M point is they can get that
information through their U S. carrier who wll ask
Cable & Wreless and Cable & Wreless can provide it.
The issue in Domnica is timng in the sense that the
Comm ssion gave us a CID and asked for information
within a week, and we gave the Conm ssion what
information we had in that tinme frane.

M5. HARRI NGTON: Right. Actually here the issue
is contact information. That was the subject of the
comment that you filed. It wasn't a timng issue, and |
just wanted to follow up on the description of the
practice that Cable & Wrel ess West Indies operating
conpany facilitates the efforts of consuners to obtain
satisfaction directly fromthe information service
provider in the event the custoners are not happy.

| guess what you're saying is unhappy custoners
woul dn't contact Cable & Wrel ess Wst |ndies because --

MR. ADAMS: Because don't even know who we are.

They know t hey use AT&T or Sprint. They would contact
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AT&T or Sprint. They would contact Cable & Wrel ess.

M5. HARRINGTON: So | could --

MR. ADAMS: They would investigate and give the
information back to the U S. carrier who would go back
to their consuners.

M5. HARRINGTON: Bell Atlantic is ny LEC and |
got this Enmail and | called this nunber because |
didn't want to get a $395 on ny credit card, so | cal
Bell Atlantic and say, Yikes, what is this. Bel

Atlantic, what do you do for ne?

MR. LAVALLA: Well, | had that sonewhat the sane
guestion. | don't know how often this happens, but this
seens -- Kris Lavalla.

This seens |ike somewhat of an extraordinary
ci rcunst ance where you're actually cutting off all calls
to a given nunber and not getting this information back
tous. W're in the void as well so if you call nme, |
don't know what to tell you.

MS. HARRI NGTON: So could you --

MR. LAVALLA: |1'mgoing to the carrier because
it's international

M5. HARRI NGTON: So AT&T is ny carrier.
LAVALLA: AT&T is your carrier.
HARRI NGTON: Jim what do you do for ne?

2 5 3

BOLIN:  Unfortunately probably after being
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put on hold three or four tinmes, you'll be talking to
soneone in our security departnment. Those folks are
terrific. | don't know how they do what they do, but
they maintain a |l ot of contacts, with international
carriers, with the P community. | inmagine that one of
the guys in security would connect you with Cable &
Wrel ess.

Beyond that, that's a blank box to ne.

M5. HARRINGTON: | think that one of the sort of
the gist of sone of the comment fromthe internationa
audi otext side of thing is that the industry's
gui delines, that the voluntarily guidelines have inposed
sort of a self regulatory regine that's working, and
then in describing how that's been applied by Cable &
Wrel ess Wst I ndies we have a coment, and what |' m not
getting is howthis is working for consunmers in the
United States who are dialing these nunbers.

And | think this exchange suggests that the way
that you think that it's working may not in fact be
accurate because what you describe about efforts to
facilitate consunmer's need for satisfaction doesn't
really fit in this instance.

MR ADAMS:  You want a response?

M5. HARRI NGTON:  And Ji mwanted to say sonet hi ng

and then, yeah.
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MR, BOLIN. One other thing | should add, we do
not have a witten policy. To ny know edge | know we
don't have a hard and fast policy when we're | ooking at
refunds. |If you were in this circunstance, particularly
if you weren't a custoner that had ever called the
Dom ni ca before, if you weren't a custoner with a
history of trying to charge back pay-per-call calls,
then you woul d probably be refunded this call while the
i nvestigation was goi ng on.

We probably have 10,000 calls like this a nonth,
so | can say with sone confidence in a case like this
you woul dn't end up paying for the call.

M5. HARRI NGTON:  Adel e?

M5. SIMPSON: | actually think we have gotten
into one of the further questions down bel ow which we
have a fairly -- | think a fairly good response to, is
that in any industry, whether it's 900, whether it's
selling tires, you have people who are outlaws that are
going to take advantage of everything |ike that.

And | would like to point out again over the
| ast two years, the | TA nenbers which do include
carriers and have working carriers who are not nenbers
to voluntarily and sonetimes under pressure enter into
uncol l ecti bl e agreenents with large U S. carriers, the

three major carriers b.
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So that if situations like this do exist, the
major U.S. carriers are made aware of an illegal
situation, a conpletely fraudulent situation, then no
paynent is made to the non U S. carrier, therefore no
paynment is made to the nenbers and down the chain
because when you resell nunbers, just as you resel
services in AT&T or MClI or Sprint, in their whol esale
divisions, there may be ten people between that carrier
and the actual person that deals with the consuner so
there's a long chain of resell.

But in ternms of dispute resolution, there are
under |l yi ng agreenents between the | TA nenbers, nenber
carriers and other non nenber carriers back to U S
carriers that say, If you identify these situations
where the custoner disputes, especially if it is a major
fraudul ent situation -- then as Danny has nentioned that
we have put in place agreenents that there will be no
out paynent of the settlenent.

The U. S. carrier avoids that, and our nenbers do
all that is possible to provide information to the U. S
carriers, and | think Jimis very accurate. The
security people in the U S. carriers are very invol ved
with the non U S. carriers that provide this service and
with the industry, and whenever contractually possible

we provide themw th the |ast name and contact
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i nformation possible to go and find out who's actually
per petuating the services.

And | think it's easier if it's a straight
advertising situation where you can go find who placed
the ad, and even then sonetines they use fake nanmes and
fake tel ephone nunbers, so whether it's the Internet or
fake advertising, if you' re going to do sonething
fraudul ent you're going to make it very difficult even
for people who are willing to hel p.

But from your question down bel ow on di spute
resol ution, we have made great strides in the alnost two
years since the |last workshop in | ooking at how I TA
nunbers can work with you as carriers to provide for
di spute resol ution.

M5. HARRI NGTON: Here it sounded |ike as Jim
di scussed what probably woul d happen or did happen in
this Dom ni ca exanple, that the communi cations are
pretty nmuch one way fromthe security people for the
US. carriers to the carrier in the other country and
not com ng back

So that, for exanple, our carriers in the United
States didn't know that Cable & Wrel ess West |ndies had
t aken down this nunber.

M5. SIMPSON:  Just to comment because Cable &

Wreless is here and is the one to actually speak on
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that, | think our menbers and our carrier nmenbers have
been involved in situations where | think anyone that's
in fraud detection knows that every major carrier has
fraud detection. There's fraud detection on the ITA s
menber' s equi pnment, so whenever we ourselves nonitor on
a daily basis with algorithnms to detect fraud and where
we woul d know of situations in which I TA nenbers have
notified their carriers, notified U S. carriers that
there has been fraud so it is a twd-way street.

Certainly it may not happen every tine, but for
the | TA nenbers and even non nenber carriers, they want
to do as much as possible to alert U S carriers to
probl ens, and we're all working together.

M5. HARRI NGTON:  Danny?

MR. ADAMS: A couple of points. One thing just
it's inmportant to keep in mnd that the programwe're
tal ki ng about, the call -- the programthat the people
call to, in this Dom nica exanple, there was nothing
wong with the programper se. No one has said that the
scaminvol ved t he program

The scam was the advertising in the U S. that
represented sonething that was untrue, conpletely
unrelated to anything to do wth the program so
screening of that program would not have detected the

advertising in the U S. That was conpletely an
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unrel ated issue.

M5. HARRINGTON: | think that's why we've
proposed that advertising for these calls should conply
with the Pay-Per-Call Rule.

MR. ADAMS: We woul d support that, but the point
is | think -- | disagree with your earlier statenent
about the voluntary rule. | think this is a good
exanpl e of where there was a programthat was itself
accept abl e presumably, you haven't passed on it, but no
one said the programwas the issue here.

This is U S. advertising which we don't is have
access to and can't control, and before very many calls
were made on a relative basis, Cable & Wrel ess had
term nated the nunber, a nonth before the Comm ssion had
contacted us, purely voluntarily, had volunteered -- has
frozen the assets as the Comm ssion asked, will give
back whatever nonies were coll ected.

| think that's a great exanple of how the
vol untary system wor ks.

M5. HARRI NGTON: The freeze on the asset was by
court order. |I'mnot sure that was a voluntary step.

MR. ADAMS: (Okay, but of that, that's a very
smal | amount of noney. |It's about $4,000 is what Cable
& Wreless has frozen. But -- I'mtold we did freeze it

voluntarily, but in any event what's being done is |
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think a very good exanple of voluntaryi smworking here.

M5. HARRI NGTON:  Susan?

MS. GRANT: It was suggested in sonme people's
comments that consuners know that they're calling
foreign nunbers, but there wasn't any substantiation for
that, and | challenge that assertion whether it's a
nunber with a three digit area code in the Caribbean or
whet her it's a nunber that begins with 011, | don't
think it's fair to suppose that if people see an
advertised nunber for a service or if they call a nunber
and then are instructed to punch in another nunber in
order to access it, that they will realize that that's a
forei gn nunber.

We don't even suppose that for 900 nunbers
consuners understand how nuch they're going to be paying
for the call because we require the preanble to let them
know that this is a pay-per-call service, here's what
you're getting and here's how nuch it's going to cost
you.

And while | think that | TA has done a | ot of
things that are really notable, the fact of the matter
is that not everybody is an I TA nenber and is going to
do that. It isn't sonething that has the force of |aw
t hat enabl es | aw enforcenent agencies to pursue

violations. |It's not sonething that either consuners or
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| aw enforcenent or anyone else that's trying to dea
with this issue can count on

And we've heard about all the problens that are
inherent in the fact that at least at this point, this
doesn't work the sane way that the 900 nunbers do, and
yet for all other purposes, this is being used to sel
t he sane kind of services that 900 nunber -- that 900
nunbers are.

And until and unless it can be nmade to work the
sane way so that consuners get the sane information up
front, so that they have the sanme recourse after the
fact to dispute the charges, so that | aw enforcenent has
the sane handle on it as well as the other entities that
have interests here, then | don't think that that's a
dialing pattern that can or should be used.

M5. HARRI NGTON: W are scheduled to take a
break at 3:15 which is ten mnutes fromnow, and |'m
pl anning that we'll take that break, but we'll just take
it as a break in this discussion and we will absolutely
continue by noving the schedule quickly. Earlier
think we've permtted nore tinme and as nuch tinme as we
possi bly need for this issue | hope so | just wanted to
tell you all where we're going here.

Adam has a questi on.

MR, COHN: This is a question | guess follow ng

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



494

up on what Susan just said. W've heard a |ot of

di scussi on today about what consuners hear on the front
end when they place a call or see an ad, but | wanted to
ask about what consuners who may not have placed a cal
but just send a charge on their bill for a call placed
by anot her.

These consuners don't get the sane disclosure
insert that we di scussed yesterday, and what m ght they
t hi nk about an international charge that's actually an
i nternational audi otext charge and what inplication also
t hat m ght have?

M5. HARRI NGTON:  Mark, you look like you want to
answer .

MR. FARRELL: Well, Mark Farrell with SBC. If a
custonmer were to call us about that charge, it's our
policy -- and they say, Look, | don't authorize that
charge or, hey, this isn't authorized, our policy is
that we will adjust that and we'll try and refer them
back to the carrier

And it puts AT&T or MCl -- and maybe they have
sonme explanation. |[If they don't, a custoner cones back
to us, we wll take it off. W want to nmake it right
for the custoner.

M5. HARRI NGTON:. Mark, is that your policy for

any international |ong distance call or for
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international |ong distance calls that are described as
audiotext's or for international |ong distance calls for
certain area codes and certain countries?

MR. FARRELL: It's our policy across the board.

M5. HARRI NGTON: What if there are two or three
call s? For exanple, let's take this case that we
brought and the situation where the consuner gets a
nmessage that says -- which is the facts in this case
were these or we allege that the facts were these: The
consuner receives an E mail that says, W' ve received
your order, the confirmation nunber is such and such
your credit card will be charge for $395, if you have
any questions call 767 da-da-da-da.

The consuner calls the nunber and is connected
to an audi otext programw th sexually explicit
informati on and thinks, Oh, ny gosh, this can't be who
is processing ny order and hangs up, |ooks at the E nail
again and dials the nunber again thinking, | nust have
di al ed the wong nunber the first tine, a reasonable
conclusion | would editorialize.

Is it your policy at -- is it your policy at SBC
to forgive both of those calls or just one?

MR. FARRELL: | think it would be both in that
instance. | nean, basically we're going to refer back

to the carrier that submtted that charge to us, but if
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a custoner -- as an exanple would be AT&T or Ml or
whoever had submitted it to us, and the customer woul d
call in and say, | have these two charges, the first
time | called | heard all this sex stuff, which by the
way violates our billing and collection contracts.

W will not bill for that, and then I call them
back and it was there again. W say, Look, you probably
should talk to your carrier. They may say, No, | don't
want to, and they say, | shouldn't have to pay for this
charge, | wasn't calling for that.

W will say, Look, we agree with you, we'll take
it off your bill. Now AT&T or sonebody el se may want to
pursue that where you but we take it off.

MS. HARRI NGTON. Let ne ask you a follow up
question. Your policy is not to bill for 900 nunber
audi otext that's sexually explicit stuff.

MR. FARRELL: That is correct.

M5. HARRINGTON: Is it also your policy to not
bill for international audiotext that is sexually
explicit.

MR. FARRELL: |If sexually explicit, whether it's

in this country or international, we will not bill for
it. It is our policy. Now, does it happen? If we're
aware of we don't want to bill themfor it.

M5. HARRI NGTON: Davi d?

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



497

MR. MATSON:. David Matson, Sprint, a couple
things. First of all, we don't really see how you can
determ ne the difference between an international
audi otext call and an international call, and I would
refer the question back to you and say, Wat happens if

soneone calls an international call fromtheir home.

It's not an audiotext call, calls to Germany for 20
m nutes and the person responsible for the bill has a
pr obl enf

| assune it's treated the sane way. We try to
work with the international audiotext the sane way we
would a regular international call. |If in the situation
you gave, | assune that in that case we would give a
credit for both.

Now, earlier we heard that a lot of tinmes we can
pass those charge backs back through to the Cable &
Wrel ess Wst Indies. W have not found that to be
consistently true, so a lot of times we end up eating
t he charge backs.

So to a certain extent we end up having to eat
t he charge backs for people who call and conpl ain, but
we treat it the sane way that we would a regul ar
international call.

As far as sexually explicit, again the problem

there is making a determ nation as to whether it
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violates the lawin the United States as well as the | aw
of whatever country it's comng from

MS. HARRI NGTON: Jacque, you've been waiting a
good long tinme. Thank you.

MS. MTCHELL: Well, just in that we do play a
part in this obviously since we're in the mddle of this
chain, I would like to resurface the issue of should
have known. As difficult as it was for everyone to know
about it, we also did not know and could not have known
really because this resulting call |ooked |Iike a regular
call to the end user.

We have this particular two nunber spread
t hroughout our client based so we didn't see multiple
calls necessarily froma billed nunber. W look at it
froma billed nunber perspective, so if we see nany,
many calls froma billed nunber, then we becone aware
that there's a problem

But when we see sonething that goes across the
client base, we typically would not be aware, could not
be aware of it.

This was a problemthat caught us off guard in
that we had no way of knowng it wasn't just sone
regular 1 plus call when we delivered the call to the
LEC for billing. Qur contracts are based on their

contracts, and we are forbidden, and that's a good word,
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| think, wouldn't you agree, Mark, forbidden from
billing any sexually explicit material on a bill.

What ny staff would do, had they received or
when they received calls fromthe end users questioning
this, would be to issue a credit for that because it
shoul d not have been handl ed that way. It should have
been on a 900 kind of service | would guess since it's
t hat kind of audi otext service.

But we woul d not have a way to know, to restate,
because it was a regular one plus kind of call that we
woul d have seen cone through our system

M5. HARRI NGTON: Al | en.

MR. H LE: Gven those facts, do you think you
woul d have any liability under the proposed rule since
the facts are as you just described them you have no
way of knowi ng? How could the Federal Trade Comm ssion
make a case that you knew or shoul d have known?

MS. MTCHELL: | don't know how you coul d say
that | would have known or should have known. | bill
one plus calls as a traditional piece of business.

MR HLE M point is it's a fact point
standard, since you can present facts that you can show
you have no way of know ng.

M5. M TCHELL: | woul d have no way of know ng,

you're right.
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MS. HARRI NGTON: (Okay. Let's go to Danny and
then | think we may take a break depending on the
tinmeliness.

MR, ADAMS: Just a few quick points, just on
various things people have said in the | ast coupl e of
m nutes. For one thing I think we're sort of wandering
off here in ternms of the issue about the Dom nica
calls.

The call -- maybe the service was bad. | had
never heard the service, but the conpl aint about the
service had to do with the advertising causing people to
call it who didn't want to call it. The conplaint is
not that the service itself was per se unl awf ul

M5. HARRI NGTON: Right, no, and we're not
contenplating that at the FTC

MR. ADAMS: R ght, | understand, but there's
just a lot of discussion that it sounds |ike, Cee,
called this scamnunber. It wasn't the scam nunber. It
was people were induced to call it who shouldn't have
called it and had no interest init, and it's an
i nportant distinction.

M5. HARRI NGTON: That doesn't distinction this
froma whole ot of 900 nunber scans.

MR. ADAMS: That's exactly ny point.

MS. HARRINGTON: They're all under a certain
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regi me and consuners have billing rights and di spute
rights and there's notice up front and a preanble, and
exactly our point.

MR. ADAMS: Yes, anything can be abused, and |
don't want this assunption |evel here that this service
was a service that Cable & Wrel ess should have screened
out because if was a bad service. It was the
advertising that was bad. That's ny only point on this.

Secondly earlier the point was nade that there
are hundreds of U S. carriers and therefore those
bil ateral negotiations are difficult to inpossible to
acconpl i sh

The fact of the matter is that for nost of the
smal l er countries that once -- Cable & Wreless for
exanpl e, you can call there fromany of the hundreds of
U.S. long distance carriers, but all but about four of
themride one of those four networks, they go M
Sprint, AT&T, and they resell them

So to the extent they're on the MCI network if
MCI has knowl edge of the block, they're bl ocked.

And finally on the charge back issue Sprint
makes nention they don't have luck wth charge backs.
Again those are bilateral negotiations. Cable &
Wreless West I ndies has agreenents on charge backs with

AT&T and MCI, has had discussions with Sprint but has
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been unable to conme to an agreenent w th them but
hopefully will.

M5. HARRI NGTON:. Okay. W're going to take a
break until 3:30 and we'll start up sharply then and
continue this discussion. Thank you.

(A brief recess was taken.)

M5. HARRI NGTON: Down the final stretch. The
folks fromthe Florida Public Service Conmm ssion had to
| eave to catch a plane, so the folks that -- the rate
payers of Florida wouldn't have to bear the cost of them
bei ng here for another night, and a couple of others
have indicated that you need to |leave at certain tines
and I know Char Pagar is back to the table on behal f of
the PVA.  Just | ooking around to see if we have any
ot her new people | don't think we do. Let's resune.

| would like to resunme. Richard? First of all,
Ri chard has had his post-it up for a long tinme, so back
to you, Richard.

MR. BARTEL: First I wll like to conplinent the
FTC for it's rapid response team which is doing nuch
better than the FCC s rapid response teans wherever they
are.

M5. HARRI NGTON: I n defense of ny sister agency,
we have different renedi es and proceedings that are

available to us in our enabling act than the FCC has, so
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the Congress very wisely gave the FTC the authority to
go directly into federal court and seek any equitable
relief it is able to obtain.

MR. BARTEL: Maybe the FCC needs sone of the

sane possibly. | know there are sone senators who think
that you need nore jurisdiction but in any case, |'ve
kept sone troubling conmments about, | hear the carriers

speaking in two different ways.

When you tal k about technical feasibility and
what can you do internationally, they say well we have
probl enms. We've got sovereignty issues. W have
signaling issues. W've got technical issues with
swi tches, communicating | assunme between countries and
so forth, and we can't do this technol ogi cal sol ution.

Then when you say, Can you regul ate yourself
bet ween these countries, can you comruni cate between
carriers and between consuners and service providers
overseas, they say, Oh, sure, we can handle that, we
don't need any nore jurisdictional requirenents and
preanbl es and things of that sort.

So | think it's kind of a contradictory
approach. On the one hand, when it cones to
i npl ementing technology to say, Wll, we can't do it,
but when it conmes to self regulation, all of a sudden

everything i s hatchabl e.
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And just a small point, for the Consuner League,
many of your consuners who got that E mail at | east
woul d have hesitated if they saw that the area code
started with a 9. Thank you.

M5. HARRI NGTON: They m ght have thought they
were calling North Carolina.

Susan?

M5. GRANT: | was just going to make the point
that the other thing that the 900 nunmber rule does for
consuners is protects the person in whose nane the
t el ephone account is from having ot her people use their
phone and run up huge bills for these kinds of services
by requiring blocking for 900 nunbers.

And it's not a fair and feasible option for
i nternational nunbers. It doesn't appear that it can be
done in such a way at least at this point so that it
could be with |aser like precision so that you could
only block those troubl esone international nunbers and
not your entire ability to ever call another country.

So this is another problemthat | think unless
it can be dealt with so that consuners are protected in
the same way as they are with 900 nunbers makes it
i nappropriate to offer these services through these
other international billing patterns.

M5. HARRINGTON: | want to go back to the first
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gquestions on this section to nmake sure that we have
exhausted the discussion of themaround the table in
case anyone wants to add anything, and | guess | would
go to the third question: What prevents international
audi ot ext providers and/or service bureaus fromreaching
agreenents wth | XCs and LECs to ensure conpliance with
the principles of the TDDRA, and could international
audi ot ext providers conpensate LECs and | XCs for these
services?

There may not be anything el se that anyone wants
to add on that, but | wanted to put that question out
one nore tinme. Kris.

MR. LAVALLA: Kris Lavalla fromBell Atlantic
From our perspective, |I'mnot sure | understand this.

I nt ernati onal audi otext providers, we don't have any
relationship with themto do billing of those services,
so as a third step in the process through the I XCs or

t he cl eari nghouses maybe, but we have no direct

rel ationships to the international audiotexts providers.

One other point | wanted to nake with the
situation with Cable & Wreless, the fact that we did
not know exactly all of the things that happened with
that has cost ny conpany significant noney. |In fact |I'm
spendi ng noney right now as we speak to put up sone

screening to pull out any iterations of that, and now I
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hear today that that nunber has been taken down sone six
weeks ago, and | may be spendi ng noney unnecessarily.

So that information needs to flow back to the
LECs, especially when you have an extraordi nary
circunstance like that. | think nost of the other LECs
were probably in the sanme circunstance. W're al
spending a |lot of noney on a problemthat may i ndeed not
exi st today.

M5. HARRINGTON: Is there anything that Cable &
Wreless, for exanple, could do to pronptly notify al
of the LECs in the United States when a nunber is taken
down?

MR. ADAMS: Not that comes to mind. |I'mtenpted
to say we give the LECs -- the Bell Conpanies the sane
information they give us, but to solve the problem I
woul d say we deal with the U S. interexchange carriers
and they deal with the LECs. W don't have direct
relations with Bell Atlantic, so we wouldn't have an
occasion to give themnoti ce.

And we have to assune people share information
back in the U S

MR. LAVALLA: |'mnot sure | would need the
information to cone directly fromCable & Wrel ess Wst
I ndies, but to keep that information flowng so that if

the long distance carriers knew it and they in turn
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notified us of a circunstance like this where we're
obviously going to get calls when it hits the papers,
and there's -- | hate to hear of these problens fromny
consuners, like I'"'msure you're in the sane situation

| would |ike to know in advance if possible.

M5. HARRINGTON. | have a question. |'ve
attended several industry sort of trade shows that the
audi otext and rel ated i ndustries have sponsored and have
been struck by the aggressive marketing for connections
that term nate on sone of the Cable & Wrel ess
conpani es, and the marketing pitch is always | ow charge
backs, great collection results, which could be
understood to nean a variety of things, and | appreciate
that that could be understood to nean a variety of
t hi ngs.

But et me just tell you that one of the
meani ngs that | suppose could be taken fromthat is
you' re going to have | ower charge backs because people
think that they can't dispute charges for international
| ong distance calls, and the LECs do a nmuch nore
aggressive job and the carriers or the 1 XCs in the
United States do a nore aggressive job of collecting for
charges for international |ong distance type calls.

So it hasn't surprised ne to see a lot of the

traffic in pay-per-call noving to those nunbers if the
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collection rates are higher because consuners don't have
the sane dispute rights, which we al so understand can be
abused by consuners. That's understood. W' ve had
quite a bit of discussion about that here.

But cases |like this Dom nica case seemto
confirmfor me ny understanding of those marketing
materials that | see at the trade shows that really
mar ket international termnation, and |'m wondering --
maybe this is a rhetorical question, but it has
concerned ne quite a bit, and I'mwondering if anyone
woul d Ii ke to corment on the connection between the
mar keting of services that termnate on internationa
systens and the incidence of what we would consider to
be fraud to those services. Danny?

MR. ADAMS: |'Il volunteer again.

MS5. HARRI NGTON:  How good of you.

MR. ADAMS: What a surprise. Now, first of all
Cable & Wrel ess obviously doesn't -- not obviously but
in fact doesn't do any of this marketing.

M5. HARRI NGTON: Does anybody terminate in
Dom ni ca besi des you?

MR. ADAMS: | nean, are there any other LECs
t here?

MS. HARRI NGTON:  Yes.

MR ADAMS:  No.
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MS. HARRI NGTON: Wul d you be surprised to know
that service bureaus you are |leasing for are out
mar keti ng that way.

MR. ADAMS: Wuld I? | would not be, no.
can't say yes or no. | wouldn't be surprised, but I'll
take your word for it. The uncollectible rate is |ower,
and you state what could be a presunption, 1'll offer an
alternative presunption, that the rates tend to be
lower. There is not -- at least fromthe U S | have no
i dea what the rates are fromother countries that rates
tend to be, and again we're tal king about a variety of
carriers.

So | don't know every carrier's rate, but
generally speaking the rates are not the $4 minute the
3.99 per mnute rates that cause a problemw th 900 for
exanple, so that could also be a reason that people just
don't have the sane |evel of conplaint.

"' m unaware of international audiotexts being
the subject of a disproportionate nunber of conplaints.
In fact we asked the Conm ssion to provide us through a
FO A requests of all the conplaints that have been
received by the FTC on international calls many weeks
ago and have had no response, |I'munable to speak to
t hat .

M5. HARRI NGTON:  Anyone el se have a coment on
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t hat question? Peter?

MR. BRENNAN: | would just bring it back to the
changes that are going on. | think that you've
menti oned the abuses and the problens we' ve already
tal ked about, but in addition to that the changes in the
climate, even on the donestic 900 side, the changes for
being able to get a call on a bill, a 900 nunber call on
a phone bill, the energence of a |l ot of conpetitive
| ocal exchange carriers, sonme of whom may or may not be
able to fully process a bill and conply with the
regul ati ons.

The fact that in sone cases, particularly in the
rocky nountain areas where the cabl e conpani es have been
aggressive about getting into the tel ephone business and
ot her conpanies -- the convergence conpani es, have added
an additional |evel of conplication to all of this.

So I don't know that | would necessarily cast it
the nost sinister like, but I would say that it's
certainly a situation that warrants nore attention.

M5. HARRI NGTON: Let ne nove on to the question
about dispute of charges for international audi otext
that haven't been authorized. 1Is there sonme way ot her
than the way that the rule requires for U S. consuners
to dispute charges for unauthorized calls to

i nternati onal audi otext nunbers or that have been
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incurred as a result of fraud?

Adel e?

M5. SIMPSON. | had al ready made a comrent that
we have put in our code of practice and recommended t hat
we have sone dispute resolution for the nmenbers and the
menber carrier, back with U S. carriers, and | think
inportant to note on this is what both of the
i nt erexchange carriers have said.

When you dial an international nunber, 01 or one
pl us, one cannot distinguish between those that
term nated an audi otext service or regul ar audi ot ext
nunbers, and | think Jimearlier had cormented they get
about 10,000 conplaints on international or they right
of f that 10,000 adjustnment a nonth, and I would really
be interested to know if you can't distinction between
the two, whether that's a total internationa
conpl ai nts, because as Danny had nentioned earlier, by
definition international calls are nore expensive than
donestic, and people that call international tend to
think they're overcharged just because they don't
understand the accounting rate system

But | would like to understand, if we can't
di stingui sh audi otexts from non audi ot exts, what that
10, 000 nunber neant.

MR. BOLIN. Do you want ne to answer that?
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M5. HARRINGTON:  Jim

MR. BOLIN. | think the shortest answer | can
give is the intuitive one. | don't know for certain
that all 10,000 of those are audiotext calls, but
generally if someone is calling their uncle in Mayotte,
they're not that shocked to see a bill for a call to
there on their phone bill.

These are typically consunmers who call and say,
| had no idea | was calling Niue, | had never heard of
Niue, why is this charge $25 for a three-mnute call,
what the heck is this.

So | can say with confidence that the vast
majority of these calls are nunbers that were advertised
to people who didn't realize, even if they knew it was
an international call, didn't realize it was as
expensive as it turned out to be.

| have no reason to believe that nost of these
people are calling relatives in Europe and were
surprised to see the bill was nore expensive than that.

M5. HARRI NGTON: Adam has a questi on.

MR COHN. This relates to the point just nade
about long distance carriers in the United States not
being able to identify these calls as audiotext calls as
opposed to sone other ordinary |ong distance call.

| would like to read fromthe Cable & Wrel ess
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comment. The Cable & Wreless cormment says on page

6: "CWN has entered into agreenents with U S. carriers
est abl i shing procedures for handling uncollectible
charges for audiotexts calls. Pursuant to these
agreenents CWN identifies to U S. carriers, the

t el ephone nunbers in its serving areas that are being
used for international pay-per-call services and

provi des other information regardi ng audi otext calls.

As a result, US. carriers are able to separate
international audiotext calls fromother toll charges on
a customer's bill."

| would Iike to hear cormment on that.

MR. ADAMS: (Ckay. The answer is that that
information is provided by Cable & Wrel ess pursuant to
t 6hese agreenents. What is done with it is not under
Cable & Wreless's control always we've tal ked about
Cable & Wreless' control. W talked about, there are
agreenents wth AT&T and MCI which represent the vast
bul k of calls, which cover charge backs. Any tine
anybody conpl ains about calls to the nunber, Cable &
Wreless participates in nmaking sure they weren't
char ged.

VWhat AT&T does or MCI does in terns of their
billing process to segregate these nunbers, that's --

|"'msure it has costs associated with it. That's really
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up to them W can't control that.

MS. HARRI NGTON. Danny, do you know, does Cabl e
& Wreless know which nunbers it has assigned in let's
say Dom nica which are used for audiotext?

MR ADAMS: Yes.

M5. HARRI NGTON. Adel e, do your nenbers who are
carriers know whi ch nunbers are audi ot ext nunbers,
nunbers that are assigned on its system were audi ot ext
nunber s?

M5. SIMPSON: It does, but | think it varies al
over the map in terns of, if you renmenber that the
international dialing plan as set forward by the
international -- the World Nunbering Plan calls that for
up to a five digit country code, and beyond that a
soverei gn nation chooses how many digits that can be
di al ed, so even where nenber carriers assign those
nunbers, many tines there's hundreds of thousands of
nunbers spread across those nunbers.

And yes, they -- for the nenber carriers they do
know whi ch ones they have assigned but they're not
al ways assigned in easily bl ockable nunbers and may not
even contain the sane nunber of digits or they may
contain the sane nunber of digits, but that's not
unusual even in normal PSTN. International dialing a

country may have a nunber of links that vary from?7 to
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12.

So the international dial plan is quite
different than the U S. North American dialing plan.

MS. HARRI NGTON: But not for purposes of
bl ocki ng but sinply for purposes of identification, your
menber carriers know whi ch assigned nunbers are for
audi ot ext s.

MS. SIMPSON. Absolutely, and as | nentioned
before, in dispute resolution the ITA nmenbers, both
service bureaus and carriers, are really proactive in
being wlling to establish the sane type of
uncol | ecti bl e agreenents back with the U S. carriers
that on -- that specify nunber ranges and say, For these
speci fi c audi ot ext nunber ranges, if you cannot coll ect
fromthe caller, you don't have to pay settlenent on
t hese.

M5. HARRI NGTON: But it would seemthat U S
consuners are operating at a serous information deficit
because they don't know and their LEC that has sent them
the bill doesn't know, at |east based on sone of the
conversation that |I'mhearing at | east sonme of the | XCs
don't know that these tel ephone nunbers were assigned to
audi ot ext services.

You know that, that is, you being the nmenber

carriers know that, but in the United States, if the
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consuner mekes a dis -- disputes a charge, the party
they're dealing with over the dispute does not
necessarily know and probably doesn't know that the
nunber that the charge is assigned to is an audi ot ext
nunber .

M5. SI MPSON:  Again the I TA menbership is
conposed of service bureaus and carriers that are
outside the U S., and wherever we are able to share that
information with the U S. carrier that we have -- that
menber carriers or other categories have bil ateral
agreenents with, again what that U S. carrier does with
t hose nunbers is again beyond the control of the ITA
menbers.

| think all of us could wish that we could
demand that there be sone chain of exchange of
i nformation, but our control, and we have nmade great
strides to offer as many consuner protections as we can,
and in fact in our advertising plan where we do say
international rates apply so that a consuner readi ng an
ad for the direct dial services that |ITA nenbers offer
it clearly -- the preanble requires -- or not the
preanbl e, but the code of practice requires that the
menbers advertise that it is an international nunber.

So fromthat perspective, consuners do know t hat

it's an audi otext service and that it's an i nternational
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nunber, and | think back to sonme of Jimls comments of
where there's sone specific situation and maybe we don't
want to make a general rule, but when soneone decides to
do sonet hing fraudul ent and nake use of a 900 nunber,
make use of an 800 nunber, make use of a |ocal nunber to
do sonet hing fraudul ent, nenbers who are overseas can
control it as nuch as possible, but they can't control
those illegal activities.

M5. HARRI NGTON: On the advertising plan
requiring the international rate supply disclosures, do
you have any evi dence on how consuners interpret that
statenent, what they take fromit?

M5. SIMPSON: | think if we | ook at the vol une,
if we | ook at percentage of conplaints against vol une,
and the I TA al so made a FO A request of conplaints on
direct dialed international calls to the FTC, and the
response canme back is there were four conplaints that
were to direct dialed international nunbers and so
when - -

M5. HARRINGTON:. Did you make a FO A request
with the FCC?

M5. SIMPSON: | believe -- |I'mnot sure.
think it was with the FTC, and four conplaints cane
back.

Now, understand that's where the consuner nakes
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the direct dial call, not where the consuner makes sone

other type of call and an international nunmber is put on

his bill. 1lan Ei senberg pointed out very clearly that
when you | ook at a custoner's bill and an international
bill appears there with the charge, that does not

necessarily nmean that the custoner actually dialed that,
and you' ve been discussing that yesterday and earlier
t hi s norni ng.

Qurs nenbers and our code of practice says the
| TA's nenbers are involved in stinulating direct dial
international calls, so that is what we asked for
conplaints on direct dial international calling, and
that was very | ow.

So with that we don't feel |ike that for the ITA
menbers and nenber carriers, that consuners are being
decei ved.

M5. HARRI NGTON: Well, let nme just tell you that
| think that for that sort of transaction, the FTC woul d
not be the logical first or second even or third agency
or entity that a consunmer mght contact. The first
woul d be the billing entity, the LEC. The next m ght be
the common carrier and | think that when consuners think
about charges for international calls, they would nore
likely go to the FCC or to their Public Uility

Comm ssi on, probably underscoring the fact that people
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don't understand what this is at all

It's a real confusing situation for consuners.
We have on the record in this rule maki ng proceedi ng
t hough consunmer conplaints that we obtained in the
course of our enforcenent action against Duval e
(phonetic) and also in the case that we know by its web
site name internally the sexy girls case.

MR. COHN: That's FTC versus Audi ot ext
Connecti on case.

MR. BRENNAN:. Yes, so there are conplaints in
the record but unlike donmestic pay-per-call conplaints
where there is sone greater certainty | think for
consuners and also others in the system that is in the
t el ecommuni cati on system about where conpl aints shoul d
go, in this instance | don't think that there is that
clarity certainly.

M5. SIMPSON:. Well, | would just like to
reiterate what | said before, that the | TA has done as
much as technically feasible to make our services TDDRA
conpliant, with the preanble -- where we have adopted
the preanble that the FTC recomended in the
| nt ernati onal Audi ot ext Services consent order in the
est abl i shnment of uncol |l ecti bl es agreenent, which sone of
t hem have been in place as long as three years, sone of

them are newer but that there is a dispute resolution
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with US. carriers.

And our nmenbers and menber carriers have done
all that is technically possible and are willing as
we' ve said before to negotiate with non U S. and U S
carriers to expand that as far as possible within the
technical feasibility of U S. carriers.

So our answer to you would be those nunber of
the conplaints you're tal ki ng about involve a major
illegal fraudulent activities which we do not support.

Everything in our code of practice says that is

illegal. That is not something that the I TA would ever
support.

M5. HARRINGTON: | guess | would respond with a
concern | have, and we'll go back to the Dom nica case,

is that the consunmer who contacted us on | think it was
April 3, | guess after you had taken the nunber down but
nobody knew about it, had gone all over the place trying
to get sone help, went to the FBI, was turned away,
contacted nenbers of Congress, was told that there
wasn't anything they could do, called the |ocal
television station and they said they didn't have any
idea what to tell this person

So he sent his conplaint in over our online
conplaint form and we responded wth a | awsuit, and

when we dug we found that there are conplaints scattered
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in various places around the United States because
nobody knows quite what to do with these conplaints
about fraudul ent inducenent to call an international
audi ot ext nunber.

So notwi thstanding the efforts of the ITA the
i nformati on about dispute resolution has clearly not
gotten through and is not being transmtted because Bel
Atl antic doesn't know what to do with its custonmers who
get defrauded this way.

So there's absolutely I think a di sconnect here
bet ween what you may be trying to acconplish and what's
happeni ng for U S. consuners.

Al l en, you had a question?

MR, H LE: Danny, did | understand you to say
you had identified the custoners offering audi otext and
you supply U S. carriers with that information?

MR. ADAMS: Yes, maybe you want to be nore
specific. W can identify who we have a contract with
It's not always the IP. That person can get to the IP

MR. HLE: So you provide that information to
AT&T?

MR. ADAMS: Yes, the timng of this --

MR. H LE: Wat does AT&T do with that
i nformation? JinP

MR. BOLIN. | don't know who he was asking. |
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had nmy flag up earlier. To nmake sure the record is
clear on this point, it's news to ne that Cable &
Wreless is sending us this kind of list, all though
have no reason to dispute it.

| know in sone cases where we're dealing with
smal |l countries, foreign PPTs tell us our pay-per-cal
nunbers are in this range, X to Y, and so the record is
cl ear we know of thousands of foreign audi otext
nunbers. We don't know all of that --

MR. H LE: Do you pass that on to Bel
Atl antic?

MR. BOLIN. | don't know. | assune not since
Bell Atlantic doesn't seemto know.

MS5. HARRI NGTON: What's your position again at

AT&T?

MR, BOLIN:. |I'man attorney in federal
regulatory. | don't deal with security, but I know we
know of thousands of these. | don't know of how nany we

don't know of, but | know there are a ot that we don't.
We al so know t hese nunbers nove around a | ot.
| f sonmebody gets shut down on one nunber, they open up
two or three days later on another nunber in the sane
country or they nove to another country.
MS5. HARRI NGTON: Are there any term nated

merchant file that is maintained by Cable & Wrel ess or
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by the conpani es that are nenbers of the | TA?

MR. ADAMS: For Cable & Wreless | don't know
the answer. | would be happy to find that out and
suppl enent the record.

M5. HARRI NGTON:. Great. Just noving around one
of the efforts that the credit card conpani es have nade
fromfraudul ent tel enarketers who have noved around, got
cut off, swtched nerchant accounts, was to create the
conbined term nated nmerchant file so that when nerchants
apply for an account, they can be checked out and not
gi ven an account if they've been term nated.

MR. BOLIN. W generally don't know who the
ultimate nerchant is. W know where the nunber is. W
may know the PTT we're dealing with in the foreign
country. W don't have direct relationships with these
| Ps.

| do think in many cases the way our refunds
work is that we know if soneone called the nunber within
a given range it was an audi otext service. The problem
is we don't know what all of these nunmbers are. [|'m not
sure anybody does.

MS. HARRI NGTON:  Marianne has a question and
t hen Adam

M5. SCHWANKE: That goes right to nmy point.

still don't see how what the I TA has done or anyone in
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the international audiotext industry has done to provide
consuners with dispute rights if the LECs don't know

whi ch of the audiotext nunbers, if in many cases the

| XCs don't know.

And the probl em consuners are concerned about is
if they don't pay, they're going to |lose their tel ephone
service because it does result in the toll charge that
t hat can happen.

So how do consuners have real dispute rights in
connection wth international audi otext nunbers?

M5. HARRI NGTON: Adel e, everyone is | ook at you.

M5. SIMPSON:. Well, | would like to go back and
quote what SBC did and | think what Ji mhad made, if not
the actual statement, | will refer to the sane thing
and Bell Atlantic had conme pretty close. On
international, unique frominterstate, a general policy
has been stated that they adjusted the bill and
i nvestigate just because by definition of international
charges being higher than interstate.

The billing entities assunme the consuner's right
whet her they're calling Germany or Japan or whether a
nunber shows up that they don't know what it is. |If
it's international from our perspective our nenbers
don't know what those disputes policies are, but we have

done everything in our power which is to provide
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mechani sms not to charge the international settlenent
rates.

Wenever one of our nenbers contracts with a
U S. carrier that they say we can't collect this, so we
don't want to charge you and we agree with that, and we
have done so.

M5. HARRI NGTON:. May | ask a question about the
LECs and the | XCs, about what happens where there are
multiple calls to international nunbers and the |ine
subscri ber gets the bill and learns that a mnor in the
house has been calling an international audi otext
nunber ?

As you know in the 900 nunber schene the reason
that -- there was a nmandatory bl ocking option required
by the Congress and the FCC to prevent that or to give a
remedy at least to the |line subscriber to keep that
scenario fromrecurring, and the sanme protection is not
avai l abl e unl ess the |ine subscriber gets a bl ock
guess on all international calls?

Wul d that be the bl ocking alternative on al
international calling? So let's take the Dom nica
exanple and say the E nail arrived in the mail box of a
13 year old who thinks, Wiat is this, I'"'min big
troubl e, sonmebody is going to get billed $395, | better

call this nunmber, calls this nunber, discovers it's a
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hot sex line and tells all of his friends to call this
nunber .

And the7y all start calling, and their parents
get these big phone bills, so let's say at ny house we
got calls every day fromthe hours of four to six for a
whol e nonth before | figured this out, what happens when
| conplain to Bell Atlantic.

MR. LAVALLA: Let ne address a couple things.
First of all it's Bell Atlantic's position that on these
types of international calls, whether they're audiotext
or regular international or regular |ong distance calls,
if ny end user consuner called Bell Atlantic, we're
going to refer those to the long distance carrier.

Soit's -- we're not in the business of
i nvestigating those nor woul d we undertake that
opportunity.

That having been said, if the consunmer says, |'m
not going to call AT&T or whoever it is, M, Sprint, or
| called themand |I've received no satisfaction, then
our policy then is that we would adjust those off the
bill with a statenent that they aren't forgiven and we
wi |l pass those back, but we'll take themoff the bill

So to clarify Bell Atlantic's position is the
same as SBC s in that situation, but the other issue is

with respect to the fact that we haven't pursued with
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AT&T or the other long distance carriers finding out
whi ch particul ar nunber or international audiotexts
nunbers because it's our understanding that al
pay-per-call nunbers should be on the 900 prefix.

And that obviously is not the case, but for
billing purposes and | believe our contracts state that
all pay-per-call should be sent to us on a 900 prefix,
so the very situation that you descri bed where you have
mnors in the house, we would have a bl ocking option
avai l abl e to our consuners. W' re not able to bl ock
i nt ernati onal

| think if that situation arose and we were nmade
aware of that, we would refer or work with the | ong
di stance carrier to maybe have that particul ar nunber
bl ocked from-- for that particular custonmer. But you
can't do that on everyone, for all nunbers.

MS. HARRI NGTON:  Ji nP?

MR, BOLIN. In the situation you described, our
policy is case by case. Unlike the LECs, we're not just
a billing collection agent. W're the party who noney
is owed to.

| amconfident if you had a | arge vol une of
calls like that, we would make sone adjustnent. It
woul d be case by case whether we wote it off entirely

or whether we wote it off partially. W mght in sone
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ci rcunstances put in an international call block on your
line thereafter if we did forgive the charges.

You are correct though that we can't bl ock al
international calls or have no blocking with no option
to block country by country, but the situation really
woul d be case by case.

M5. HARRI NGTON: Richard and Susan and Danny and
t hen Adam has a question?

MR. BARTEL: I'Il put this back together in a
monment. As far as making public policy based upon a
particul ar agency's conplaint record, | think that is
real weak because as you said, each agency has a
different incentive for going to different agencies as
to what they think that agency's jurisdiction is and so
forth.

Just for the FCC perspective, for exanple when
was doi ng research working for the dispute resolution
task force at North Anerican Nunbering Council, | found
that there had been al nost 20,000 informal conplaints
piled up in a paper mll with no active investigation
i nvol ved except that it was sinply a letter to the
carrier to induce the subscriber and the carrier to get
toget her and tal k about what happened.

As far as the technical feasibility of doing

line by line blocking on international, calls | think
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that it does exist.

MR, COHN. Could I ask you, 20,000 conplaints

about ?

MR. BARTEL: That has nothing to do with
pay-per-call. I1t's just 20,000 total conplaints pending
| think formally. | can't tell you. They probably have

a break down of international or pay-per-call things
related to that. | was | ooking at specifically 800 at
the tine.

As for the technical feasibility of different
line blocking, | think that is a service that a LEC can
provide at a price to the consuner because the
i nt erexchange services control points in the network and
so forth and the rule SS7, have the capability of
querying these databases for these special routing
condi ti ons.

The i nterexchange carrier could -- Bell Atlantic
for exanple could sell its custoners the service of
bl ocking calls to Dom nica or to any particular country,
and then the interexchange carrier could | aunch a query
to that database you' ve sold and determ ne that that
call should not be conpl et ed.

So | think technol ogical, donestic technol ogi cal
feasibility is not in question, not in ternms of blocking

beyond just the area code. |It's done routinely with 800
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nunbers so you could get an 800 nunber. You could say,
| want this area code bl ocked, that area code bl ocked,
not only area code, all the way down to the exchange of
where the call is comng from

Thank you. And by the way, there's a new
product now for 555 nunbers where you can do a routing
down to the nine digit Zip Code, so the technol ogy does
exist to inplenent a bl ocking schene if that's the
probl em

M5. HARRI NGTON: A follow up question from Adam

MR. COHN:. There's been a information shared
about inplenenting dispute resolution, but it seens as
t hough nost of the burden for inplenenting these things
woul d fall on either the |ocal exchange carrier or the
i nt erexchange carrier as far as the dispute resolution.

We | earned the LEC will refer conplaints about
international audiotext to the |ong distance carrier who
woul d credit the charge or they woul d have their own
policy as far as what to do wth those calls.

Has there been any attenpt or could there be any
attenpt by the international audiotext industry to
conpensate the | XCs and the LECs for handling these
billing inquiries and providing credits and having sone
systematic basis, even if that's not with all the LECs

and perhaps even the major ones?
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M5. HARRI NGTON:  An answer, Danny?

MR. ADAMS: My m crophone is having surgery.
Sure, | think you shouldn't |ose site of the fact that
nost of the noney on these calls is also kept by the
U.S. interexchange carriers. Wat we're tal king about
here for international audiotext is an international
t el ephone call, sane price to call your uncle in India.
It's an international telephone call, and the sane
settlenment rate is acconplished or paid to AT&T or M
regardl ess of who that call is to.

So in terms of sort of themsuffering this
horri bl e burden of having to have it financed, | just
don't think that's an accurate assunption.

MS. HARRI NGTON:  Now, wi thout even | ooking down
the table, to dispute the proposition that nost of the
money is kept by the IXCis Jim

MR. BOLIN. Thank you for the opportunity. |
t hought | heard the statement that we keep settl enent
money which is -- I'msure ny coll eagues faults.
think that was a m sstatenent based on foreign PTTs.

The i ndustry has nade a good deal of progress
since 1997 with charge back arrangenents. |In nmany cases
now when we have to credit a call back to one of our
custoners, we can get the settlenent paynment back from

carriers in many countries.
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It's not universal by any neans but we can often
avoi d paying settlenents. However settlenents are only
part of the cost we incur. W still incur the cost to
transmt the call, we don't recover that cost. W incur
a cost to investigate and handl e the paperwork. W
don't recover that cost, so what we get back is part of
the cost we were | osing under the old regime but by no
means all of them

And if Cable & Wreless thinks it's really
terribly profitable under those conditions |I would | ove
to tal k about to them about the business nodel they're
usi ng.

M5. HARRINGTON. Let's go to Susan, please.

M5. GRANT: | just wanted to nmake two brief
comments, thanks, because | have to | eave soon. One is
about how international call disputes are handled. From
what we hear from consumers who call our hot Iine,
because they are handl ed on a case-by-case basis, people
don't know what to expect.

They nmay be treated fairly by sub carriers, not
by others. They may get the first bite of the apple,
that is, the first tinme that the charges appear on their
bill, they may be renoved, but if sonmeone racks up
i nternational charges of the sane nature again, they may

have to pay themor the vendor nmay -- rather, the
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carrier may split the cost with them

And people just don't have any resol ution that
they can rely on because they don't really have any
rights in this regard, and they're at the nmercy of
what ever these varying policies.

Are shifting on policies, in sone cases | think
it is dictated by how nuch noney the carrier is going to
lose. |If it's a big scam that policy may not be as
generous, and we have seen policies change by the sane
carriers depending on the situation.

The other thing that | want to say is this: W
tal ked a long tinme yesterday about a database for
deadbeat consuners where during the act of dialing a
pay-per-call service in real tine the provider of that
service would be alerted and be able to tell that this
i s sonebody that you don't wouldn't to do business with
and bl ock them from being able to use that -- nake that
call.

But we haven't heard anything here or a
comm tnent to devel op a database, for instance, of
i nternational nunbers that were used for pay-per-cal
services, that when a consuner calls one of those
nunmbers, it would trigger sone nessage, a possible,
sinple, at least partial solution to the problem here.

And | would like to enphasize that | think that
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if this is going to survive as a way of providing
services, it's got to conme under the rule nore than it
does now. It's got to cone under the rule the sanme way
that 900 nunbers do, and if it nmeans that there has to
be nore of a commtnent to technol ogy to make that
happen, then that has to be as inportant to the

provi ders and everyone el se here who has a financi al
stake in this as setting up a database of deadbeats to
mtigate their |osses.

MS5. HARRI NGTON:  Mar k?

MR. FARRELL: M only comment is that -- it's
just ny general sense that it seens |like the ITA
and sonme of the others are looking at -- in terns of
these international audi otext nessages, sort of they
| ook to the LECs to be the person that issues the
adj ustnment and sets things right for the custoner.

And as a LEC, as the conpany that's putting the
bill out, I nmean, I'"'mtroubled by that. | nmean, this is
our bill and these are our consuners, and to say that we
shoul d handle this problemor it's okay for LECs to
handl e this problem to me that doesn't seemright, and
| don't think we should have to be in the position where
we' re handling the problem

| think it's the people that's maki ng the noney

and Cable & Wreless will say -- | shouldn't be dropping
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names and | apol ogi ze for that, but it seens likes it's
sort of com ng back to the should have known or knew
that this stuff's going on, and consuners shoul d be
paying, and it m ght not be the audi otext nessage, and
you |l ook at that and just say, It |looks fine to ne.

But there's -- people know these conpani es have
noved fromthe United States and they're down in the
Cari bbean now, and a lot of this is they see it as an
easy way to get noney, and as the conpany that issues
the bill, it's our custoners and this is distressing.

M5. HARRINGTON: If | mght make a conment. |
was listening to your remark, Mark, and | was thinking
and also reflecting on the comment and the di scussion
we' ve heard about the amount of information that is in
t he possession of | TA nenbers about lines that are being
used for audiotexts, about calls that aren't being
col |l ected for because of problens, and you see that
com ng back in the reconciliation

And what we know here from our | aw enforcenent
perspective is that oftentinmes the entities who are
defraudi ng your consuners aren't in the Caribbean,
they're here in the United States, but they're just
usi ng the phone service in Domnica, and it's al nost
i ke information | aunderi ng.

The information -- if this was all happening
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within the United States, the informati on would be
avai l abl e, but it's laundered, and it's kind of |ike
nmoney | aundering, except it's information | aundering.

And it's very frustrating for us to not be able
to get the information, and | imagine it's very
frustrating for the LECs whose custoners call for them
to not have the information either about howto set this
right wwth the custoners.

That's sort of a statenment fromthe noderator.
Adam did you have anot her question?

MR. COHN: This was a slightly different topic.

M5. HARRINGTON: Can | ask a question on a
related but different topic? This is not about
pay-per-call exactly, but it is about the use of
international dialing patterns, and | just wanted to see
if we mght have a little bit of discussion on sonething
that we haven't raised in the rule naking really up
until now but there's a question about it in the agenda,
and that is whether the provision that we're proposing
whi ch woul d prohibit toll charges for pay-per--cal
services ought to -- should that be adopted, ought to be
[imted to audi otext or expanded either now or in the
future to the sale of other types of products or
services, for exanple, video text?

We certainly are seeing the pronotion of
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international dialing as a nethod to pay for video
text.

Anybody have a comment on that? Should it be
treated the sane way as audiotext? Peter?

MR. BRENNAN:. Coul d you be nore specific as to
what you nean by video text? Those of us in the early
I nternet days -- know that the Internet service has
what's called video text, but | sense you define it
somewhat differently.

M5. HARRINGTON: It's not necessarily, and I'm
not sure that | could give a conplete definition, but
what | nean is the situation that we sawin the --

MR. COHN: FTC versus Audi otext Connection case.

M5. HARRI NGTON: FTC versus Audi ot ext Connecti on
case, thank you, where there was a separate inducenent,
and I'mnot tal king about that. |'mtalking about the
met hod of delivery and the product, and what it was was
a piece of software that a consuner could downl oad from
the Internet, that disconnected themfromtheir Internet
service provider, caused their nodemto dial up an
i nternational nunber, in that case it was associ ated
wi th Mol dova (phonetic) and be connected to -- in that
case it was really a different Internet service provider
basically, wasn't it, or was it just the service?

MR COHN: It was connected to the service.
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M5. HARRINGTON:. And it was just connected to
the service, and the service was sexually explicit
i mges, photos and so forth, that were then transmtted
over the conputer that the consuner viewed on his or her
conputer nmonitor, and they came in through the tel ephone
line and the nodem

And we're beginning to see sort of pay-per-view,
if you wll, pay-per-peep services linked to
international dialing that's acconplished through
sof t war e.

And i f anybody has a comment about this and its
simlarity to audiotext or dissimlarity, lan and Jim
for starters.

MR. ElI SENBERG  Thank you. It's sort of Ilike
what | said earlier. | think that the Trojan horse
programthat you were tal king about before is sort of a
Trojan horse programthat you had on your conputer and
didn't realize it, and all of a sudden it took contro
of your conputer in the mddle of the night and dial ed
Mol dova at $4 a minute and you never knew what was goi ng
on.

The problemwi th that wasn't the software, it
wasn't dialing the nodem The problemwas it was
deceptively advertised. There's no discl osures.

There's already | aws that cover. That would be ill egal
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with or without TDDRA.

| don't see why we have to expand existing | aws
t o hanper technol ogi cal growth and advancenent for
things that are already existing under |aws and
regul ati ons.

|"ve seen a lot of simlar dollars that exist in
today's nmarket that have so much disclosure it's
i ncredi bl e because there's no way precise laws. You
have to scroll down where it says, warning, you' re going
to make a long distance call to wherever. It's going to
cost from$3 to 5 per minute.

It forces you to scroll all the way down before
you can click the "I accept” or continue button so you
don't glance over it. You have to viewthe entire
t hi ng.

MS. HARRI NGTON: That would then be if you
anal ogi ze that to audi otext, the consuner is getting the
free preanble on that screen when they scroll down
before they dial the nunber, that is before they click
to cause their nodemto dial the nunber.

MR. EISENBERG | hate to try to tie it back to
TDDRA di scl osures because it's not the sane neani ng.

The same way of making a really international call to an
audi otext programis not the sane nedian as calling a

900 nunber. It is terrifying for ne to tie different
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t echnol ogi es together and make them all abi de by the
same TDDRA gui del i ne.

TDDRA exists to try to regul ate existing
pay-per-call 900 progranms, not to enconpass all future
technol ogies that we're going to use.

And also it scares ne that there's sonewhat of
an underline current on that Trojan horse case there's
an adult service. |[|'ve also seen dollars out there in
the market place that have nothing to do with the bill.
They have to do with nusic. They have to do with
certain gamng progranms, so it's just -- ny conmments is
tying different things together and trying to nmake al
technology fall under the sanme guidelines, it won't work
and it will limt growh.

M5. HARRI NGTON:  Thank you, lan. Jin®

MR. BOLIN. My comment is actually nore of a
guestion. It wasn't really directed at video text
versus audi otext so you nmay want to hold it, but it's
uncl ear to me what section 308.12 is really aimng at.
|"m not sure what the prohibition is designed to do.

M5. HARRI NGTON: This wasn't clear fromthe
notice?

MR BOLIN. At least not no ne. It nay not be
sonet hing you want to address here.

M5. HARRI NGTON: W probably don't but your
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comment is noted. Richard?

MR, BARTEL: Yes, | think that this convergence
of technol ogies is sonething that has to be | ooked at
because it's happening very quickly. It raises
questions |ike, for exanple, how do you treat voice over
| D when there's a pay-per-call application involved with
a person speaking at the consuner, not actually picking
up their tel ephone, but they're talking on a m crophone
on their conputer, and their tel ephone bill is being
charged by the information provider at the other end.

So there is an overl ap developing that | don't
know i f there's evidence of significant abuse or whet her
there has to be energency action of any kind, but |
think the industry has to | ook at that.

Again | go back to the fact that fromthe
Consuner League's point of view, | see their point of
view that the | ost common denom nator of the consuner
has to be considered, but we can't have everything
desi gned for the | owest common denom nat or.

However, there are el egant solutions that wll
get close to the | owest common denom nator, and the
dialing plan is one of the nost obvious of all, so maybe
the people in North Carolina mght have to change their
area code, but for the people in Los Angel es have been

changi ng area codes nmultiple times for the |last few
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years, and there's a |l ot nore people in LA

|"mnot trying to push that, but | just say that
the el egant solution is probably the nost sinplest
solution for the consuner. The technology in terns of
di spute resol ution and tracking and bl ocking are -- can
suppl enent that.

M5. HARRI NGTON: Adam has a questi on.

MR. COHN: | have a question relating to
conpl ai nts about international audiotext. W've heard a
suggestion that the agency is not the first place that
consuners would go to conpl ain about this necessarily,
and that it would be the I XCs or the LECs or consumner
gr oups.

| would just like to hear very quickly if
anybody has any data or information regarding | evels of
conplaints or |evels of charge backs? | think AT&T
menti oned 10,000 a nonth, 10,000 transactions a nonth.
These were international audiotexts transactions.

MR. BOLIN. Those were refunds for international
calls. | think we can assune that the vast mgjority of
t hem wer e audi ot ext s.

MR. COHN. Does anyone el se have information on
that they want to share?

M5. HARRI NGTON: Do you have any conpl ai nt

i nformati on, Danny or Adel e?
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MR. ADAMS: Cable & Wreless to nmy know edge
doesn't have conplaint information per say. The charge
back rate is about -- as | understand it again, | can
suppl enment the record because | can't swear to this
under oath by any neans, but | believe it's about 5
percent for uncollectibles.

M5. HARRI NGTON: For audiotexts or all calls?

MR. ADAMS: | believe for audiotext. |If you
would Iike I can confirmthat.

M5. HARRI NGTON: That would be great. Jill?

M5. SANFORD: One of the problenms we have is
when the conplaints cone in to the Attorneys General
office, they wll usually conme in against the | XC and
we really have no way of know ng unless there's a
consuner conplaint that says, | saw an ad or | filled
out this sweepstakes, whether a conplaint is for an
ordinary international call or it's an internationa
pay- per-call.

And | think that highlights the problemin this
area both for the consuner not knowi ng what kind of
transaction they're entering into but also on the back
end for |law enforcenent to follow this problemand then
tying in wth the FTC concern on ascertaining who the
under |l yi ng players are.

M5. HARRI NGTON. Let ne just make clear that we
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will put the whole filing with the court on the Dom nica
case that I've referred to in the record of this
proceeding and it will be available. The record is
avai l abl e on our web site, although it wll be a few
days |'msure before it's scanned in and put up with a
transcript for this, but that will be the conplaint, the
briefs supporting the Comm ssion's for TRO and the
exhibits that were filed in that so everyone wll have
an opportunity if they want to see what we're referring
to here.

Peter?

MR. BRENNAN. Thank you. Actually a quick
clarification if | can for Jimfrom AT&T. To put that
10, 000 nunber in context, can you tell us how many
international calls AT&T processes each nont h?

MR. BOLIN. | don't have that nunber with ne.

MR, BRENNAN. Woul d you object to supplying it?

MR BOLIN. 1'Il see what | can do.

M5. HARRI NGTON: Does anyone el se want to say
anyt hi ng about the international audiotext issue before
we nove to public participation?

W have been able to spend about an hour and a
hal f longer on this than we had intended. [|an?

MR. ElI SENBERG  Just a quick comrent on your

gquestion earlier about the charge backs where in sone of
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the trade shows you saw peopl e advertising | ower charge
back problenms. | think it's a relative issue on 900. |
ot of us that are in the entertai nment side 900 are
used to 50, 60 percent charge back |evels.

And the way a lot of the international services
bureaus pay the IPs it's a guaranteed paid out, so
that's the sales pitch given to the IPs. The service
bureau eats the charge backs and pays out a guarantee
anount, and that's the sane way that 900 and 800 credit
card is gone to as well because the IEPs aren't equi pped
as to understand how t he charge backs worKk.

M5. HARRI NGTON:  Eric?

MR. LEE: Wen you start noving into the |ISP
realm as you probably know al ready, that the provider
to provider problens nake all of this ook like child's
pl ay.

M5. HARRINGTON. It may be a very good comment
to end the discussion.

Does anyone el se want to say anything at al
about the international audiotext issue before we nove
to public participation? |If anyone else would like to
participate |I have three cards, N ck Lowder (phonetic),
Gary Slaiman and Warren MIller. And if anyone el se
wants to participate, fill out a card right now.

And let's begin with Nick. Let's get you a
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m crophone if we can. Cone up here to the table, and
we'll let you use one of these m crophones.

MR. LOADER  Just two quick comments. The ITA
does maintain a web site. It's ww. Tel enedi a-1 TA. org.
That line is open to anyone to register conplaints to,
and al so has a |l ot of general consuner information, and
we w Il provide anyone in the | aw enforcenment or anyone
el se that has any questions trying to track sonebody
done, just dial into that.

M5. HARRI NGTON. Let ne ask you the sane
guestion | asked David earlier, | think it was you. W
operate the Consuner Sentinel, a consuner fraud
conpl ai nt dat abase, and receive on fair anount of
conplaint information fromnon FTC and non gover nnent
sour ces.

Whul d you be interested in crosswal king | TA
conpl ai nts about fraud in our database.

MR. LOADER |'m a nmenber of the association
|"'mnot authorized to commt to anything. Let ne put
that out as a suggestion and |l et us know whet her anyone
woul d consider this. W want to do anything to nmake
everything easier. The de minims rule the Conm ssion
woul d be making a large m stake in the way they have
this phrased, | think it is necessary to have de mnims

exclusions to these informati on or whatever the service
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| think it should be designed there's alimt to
anount of noney that's charged to the consuner, mnuch the
sanme as the 900 services has somewhat of an exclusion to
calls under a $2 reach, but they were not subject to the
sane types of preanble free tine et cetera, and | think
this will give people a trenmendous opportunity to
devel op a whol e host of services to be devel oped within
the guidelines of a great |ow cost.

It's very effective now that the Comm ssion has
eased up, this has to be on the 900 approach, they've
had in the past.

| share AT&T's concerns that | understand
they're well docunented, that you guys won't pay extra
fees to anyone, least of all to IPs, but none the |ess,
| think that the Conm ssion identified a vehicle that
was acceptable to it, an alternate formof billing other
t han access fees which would get devel oped and get you

back off the hook with a |ot of problens you have ri ght

now.
M5. HARRI NGTON:  Thank you, N ck. Gary?
MR. SLAIMAN: It's Gary Slaiman with Sw ndl er,
Berlin for CERB. | wanted to harken back to the should

have known conversation we had earlier, and particularly

there was a discussion, and | think a general
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recognition of the potential chilling effect that a
shoul d have known standard woul d have.

A lot of that was discussed in terns of the LEC
and a concern that if that standard was too
i ndeterm nate, you may | ose access.

| want to note the discussion that a nunber of
peopl e nentioned maybe there was a way to not have it
apply to the LECs. | go back to that the suggestion
that you should | ook at the functionally based test
rather than whether it's a LEC or a billing house or a
vendor since the LECs performa variety of functions.

They both do direct bill, in which case the
guestion woul d be whether they are simlar to a billing
house in some with regard. They also act as a vendor
when they sell their own services.

There were nunerous comrents made throughout the
and the question is how that information which is
rel evant to what you should know or can know about,
whet her there's a problemw th a particul ar service or
provi der, how that gets sorted out through the system

One related comment | wanted to nmake was in

response to a comment that Susan Gant nade again

focusing on the chilling effect of a should have known
standard and its effect on the bill fromthe perspective
of billing, how they performan inportant function.
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And | think hundreds of service providers have
access to the LEC bill, only because of the billing
house's ability to aggregate it, and | think Susan had
taken the point that froma coment that the fact that
al so billing houses places a role in terns of dealing
with conplaints is an indication of why should have
known standards should apply to them

But flip that back and to state that if you're
not certain of the role of the billing house, you have a
negati ve effect on consunmer welfare and that you | ose
potential access to the bill for potentially hundreds of
provi ders that depend on the billing for that access.

Finally, I would say the suggestion that you
find some kind of presunption or safe harbor seens to ne
an interesting solution, that it both encourages
behavi or without the FTC having to ability by incenting
billing houses and others to find ways to not have their
head in the sand as you say in your coments while
preserving the FTC s enforcenent authority to overcone
that presunption if they chose to in a facts.

M5. HARRI NGTON: Ckay. | want to apol ogi ze.
Don't |leave, and | want to apol ogi ze to N ck because |
didn't find out whether anyone el se had any questions
for NNck as well, so let's -- do anyone of the

partici pants sonmewhere foll ow up questions for either
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Nick or Gary? Richard?

MR. BARTEL: | have a question for Gary.

Earlier there was a coment by one of the aggregators,
think that in their contract with the LEC they are
prohi bited fromI| guess conferencing the ISP or passing
the call onto the ISP 1 think it was.

How do you see that mtigating they should have
known either for the ISP or for the LEC or for the -- if
there's such a contractual inhibition to pass on every
single conplaint to the 1SP? Does it mtigate their
shoul d have known in sone way?

MR. SLAI MAN.  Well, again | would say | don't
t hi nk your characterization of what the comment is
accurate. There's not a limtation on passing on the
conplaint. And | really defer to Jacque to explain
again what the nature of that contractual limtation is.

But | think it has to do with transferring that
custonmer imrediately fromthe billing house to the
vendor. And | think there's a concern on behal f of
consuner protection making sure the custoner has his
probl em resol ved.

| think that's the inpetus behind that
contractual provision where the billing house has been
contracted by the vendor to solve those problens, and |

think the LEC contract terns were probably neant to make
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sure that the custoner doesn't gets tossed around and
doesn't get his issue resol ved.

MR, BARTEL: So your theory is it's the agent
shoul d have known rather than the principal should have
known, is that right?

MR. SLAIMAN:  No. The should have known |'m
sayi ng needs to be noderated, and what we had suggested
was a presunption that when the billing house has done
what they can do, and I will apply this functional test
across the board, whether it's a billing house, a LEC or
what ever .

There were Iimtations in each sector as to how
much information any of those parties can have, and the
FTC | think can expect each party to do the best efforts
within the information that they can gather to sort out
pr obl ens.

And if they do that, then you ought to get sone
credit for having done what you can do within the limts
of what you can do.

M5. HARRI NGTON:  Any ot her questions for Gary or
for Nick? Thank you.

Warren Ml ler?

MR. M LLER Thank you. M name is Warren
Mller, I'"'mthe president of the Tele Corporation and a

foundi ng nmenber of the BRTF as well.
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| want to thank the Comm ssion for this
opportunity to open the dial ogue and expand it to
t el ephone-bill ed purchases which I think is inportant,
but | have three areas that were discussed in the |ast
two days that | would like to conment on, and | think
it's inmportant to put some historical perspective on
sonme of these things and to do our best to make sure
that in trying to devel op new procedures, we don't
di sagree sone of those that have worked for us.

First, in the area of the time line, the tine it
takes to process to pass information, conplaint,
what ever, peopl e have used the termbright Iine around
here the | ast two days, and there's definitely in ny
mnd a bright |line between a 900 casual transacti onal
itemand a 4250 contractual recurring item

Now, | enpathize with the coll ege people who
need four nonths to go over sone of these contractual
things, and | al so appreciate their comments that the
probl ens were not com ng from 900.

Wth that being the case, not 900 not being a
probl em and not requiring nore tine, even though Susan
is not here to defend herself, | think it would be
i nappropriate to hold up a 900 dat abase while we wait
for a database for a non 900 service to be devel oped.

Foll ow ng along the thene of the tine line,
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billing nane and address has only becone avail able very
recently because it's been so ordered by the Public
Service Comm ssions to be provided by people conpeting
in the | ocal exchange carrier market.

It was ordered as one of the elenents of access
to the U S. provisioning system It doesn't make it
avai l abl e to people who are non carriers, and the only
reason carriers have it was because it was so ordered.

So the tools that are necessary to use this
service certainly are not in place because that's not
what it's designed for. |It's designed to be used by
carriers for carrier matters, and that's all the nore
reason that we have a need for this tine line shortly
because the information isn't there.

The second itemhas to do with directory
services, and the item| want to nmake sure that we're
clear on, it would be inportant to define directory
services, as Peter said to put a tinme stanp on it
because.

| want to give you an exanple of the presunption
of innocence that was given years ago and that was the
carrier status. Carriers were except from everything
until the FCC decided just being a carrier doesn't nean
you were a good guy and you're going to have to prove

your innocence, and |ikew se directory services have
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cone to nean a lot of things, and I think it would be
i nappropriate to assune that directory service should
al ways be exenpted just because you were a carrier or
just because it's called directory service.

The kids now call information 411 -- 411 has
becone the slang for information, and now t hat Bel
Atl antic has popul ated switches wth Advanced
Intelligent Network, they're rolling out their easy
nunmber service with 936, 554, and in Cctober they'll be
offering zip plus 4 screening and routing as a function
of this.

Now, they already offer a service in New Jersey
whi ch conpetes for the service | offer a service which
is reverse match directory where you get -- you put in a
t el ephone nunber and you get the nane and address, or
you tell the operator where the person last |lived or you
tell them what the nunber used to be.

It's only a matter of tinme before 411 which now
gets you long distance information in Bell Atlantic's
territories and Janmes Gardner |ets you connect anywhere
if you call his nunber with MCl or whoever, that there
will be nore things involved with 411 and directory
assi st ance.

And | submt it's not far -- we're not far away

from being able to nake tel ephone call to find out how
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many | eft handed nmen over six feet tall live in a
certain Zip Code, and it would be wong to nake that
exenpt and | et and nobody conpete with the tel ephone
conpany in that area.

Finally the de mnims provision. Back in the
good ol d days when we had a nonopoly phone conpany, the
way that they stinulated profits in areas where there
was use of sensitive billing was they devel oped
sonet hing cal | ed audi ot ext, and peopl e were encouraged
to pronote these services, to encourage people to cal
and they split the revenues with the information
providers. The nonopoly phone conpanies did that.

There weren't a |l ot of cry about consuners being
hurt. The services were phenonenal. The services were
part of the tariffed service, and the idea that you can
take the noney out of the communi cations network w thout
removi ng conpetition and part of the other -- these
other legs that this country stands on is fairly
i npossi bl e.

So there will always be noney transferred
whet her it be access charges or carriage charges or
what ever. The inportant thing is to nake sure the
consuner is not harnmed, and the de mnims provision is
i nportant to that.

And | would like to get us back -- lan and |
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were tal king at lunch, back two years ago when we were
at this able and the | SAs presented a percentage of
average rates or sonething, | agree that was a pretty
fuzzy approach to this, and the Comm ssion has taken a
very specific approach by giving it a nunber.

And that nunber may be the right nunber right
now, but | would submt that two years fromnow it's not
going to be the nunber, and that | would also submt it
shoul d not be our industry that determ nes what is the
nunber .

So one of the ways to do this is keep this
rel ati ve basis and determ ne the nunber on a relative
basis to the average cost, but the Federal Trade
Comm ssion or sone governnent agency needs to do it, and
| would liken it to the CPI

Nobody questions what the CPl is, Consuner Price
| ndex. Every contract, not every contract, but |lots of
my contracts have the CPl where apparent, and | get that
nunber if it's on the web site. If | can find what it
is | apply it.

It would be fair to do sonething |ike that but
to take the noney out of every transaction is
i npossi bl e.

That's all | have.

M5. HARRI NGTON: Peter has a question.
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MR. BRENNAN: Peter Brennan, TPlI. \Warren,
just wanted to draw you out a little bit on the point of
t he dat abases and on the 900 side versus the 4250 50
sites that you nentioned.

Does the distinction that you' re maki ng have
nost to do with the nature of the transaction or with
the method that it's billed by? Is it because it's 900
versus 4250 or is it because it's a subscription
recurring bill versus an inpul se buy?

MR MLLER |I'msaying that in 900, time is our
eneny, and it's neant to be a casual thing. W're not
in the 4250 business, and that's not why | take this
position, but | would presune that sonebody who wants to
put sonet hing on sonebody's phone bill on a regul ar
basis, that there mght be a little -- there's alittle
nore burden of due diligence in entering an agreenent
for recurring service wth sonebody as opposed to a 900
whi ch has so many protections against it.

You can't get 900 service unless you haven't
bl ocked it and so forth and so on so, yes, it's tied to
900, but I'mbasically saying tine is of the essence in
900 for sure, and maybe there's an appropriate standard
in the other records, but it shouldn't -- we shouldn't
| engthen this standard in 900 just because you may need

nmore tine sonewhere el se.
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M5. HARRI NGTON:  Mari anne?

M5. SCHWANKE: Warren, you suggested the types
of directory services that should not be exenpt from
pay-per-call, but do you have suggestions for the types
t hat shoul d be exenpt and how t hey shoul d be descri bed?

MR. MLLER Yes, put a date tine stanp on it
when -- the directories that would be providing
t el ephone nunber and possi bly address which you can
sonetinmes contact, talk theminto with two |istings per
call.

In other words, what Peter said, what directory
service neant to us when the exenption was crafted,
because in the conputer business, directories is the hot
mar ket in software.

You can see information. Every body of
information requires a directory, and it's too generic a
term so directory services should nean tel ephone
nunber, nane or address | ook up, and that's it.

M5. HARRI NGTON:  Any ot her questions of Warren?
Ri chard?

MR. BARTEL: Warren, while you've been invol ved
in this business for a long tinme, in the business of
ot her types of frauds there appears to be especially
with the elderly and sone ot her groups hit lists of

consuners who are good hits and who won't conpl ain and
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things of that nature and lists are passed around
apparently.

Do you feel that if there's a database of
conplaints available that this mght |ead to devel opnent
of a simlar type of billing scamwhere there's lists of
suscepti bl e consuners devel oped where fraudul ent
billings would least likely result in a conplaint?

MR MLLER No, | don't. The victimlist that
you tal ked about, the elderly, that's a group that's
been pretty much addressed by the tel emarketing sal es
worl d. Those are people who nade outgoing calls. Now,
| don't think there's a situation where elderly people
continually and repeatedly call audi otext prograns by
acci dent.

We're tal king about -- the people that are on
that |ist of people who were perpetually defrauded who
i s defrauded, then they call themup again and tell them
they're getting their noney back for themand so on and
so forth

This is an entirely different thing that people
who woul d -- that database is different. That's all |'m
sayi ng.

M5. HARRI NGTON:  Ri chard?

MR. BARTEL: | think nmy question was not a

repeat type of thing. | neant a type of list that m ght
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be devel oped where sonebody could send an EM record as
they call it repeatedly to the sanme nunber and
successfully do that without a conplaint, and all of a
sudden that nunber becones |ike a golden list of nunbers
that can be targeted in sone way.

In other words this list would devel op as a
result of their being a conplaint |list which excludes
t hose conpl aint nunbers fromthis so-called golden Iist.

M5. HARRI NGTON: They woul d capture a list, and
they would stay on the list if they didn't contest the
char ge?

MR MLLER |Is the question would these people
be unfairly retained on the list of people that we were
doi ng business with or would they be sonehow t argeted
for scans?

MR. BARTEL: Targeted scanms based upon the fact
that they never conplained but in other words.

M5. HARRI NGTON: Is your question, Richard, to
Warren, have you seen this? |Is that the question?

MR. BARTEL: There has been an indication -- |
remenber | talked to one ISP sonetine recently, and they
said | can bill anybody I want, | don't have to cal
them and they don't have to call nme, | just submt a
record and it gets bill ed.

MR. MLLER 90 percent of the American people
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haven't called a 900 nunber, wouldn't be on that |ist of
peopl e who haven't conpl ai ned, so that would be wong to
say that, but speaking for nyself and a service bureau
my custoners and ny conpany do not want to do busi ness
wi th peopl e who have evidenced a preference for not
doi ng busi ness with us.

M5. HARRI NGTON:  Any ot her question?

Well, folks, I think we're at the end of the
road here. | want to nmake a couple of points clear that
|"ve made earlier. Wien is that the record for the
wor kshop will remain open for a couple nore weeks, two
weeks fromtoday for witten coments particularly on
the, what was that, the database in response to the
dat abase questions and other itens that we've discussed
during the workshop or anything el se that anyone el se
woul d i ke to contribute, including conplaint
i nformation.

Sonme of the parties have indicated that they
would like to pull together sone conplaint information
and put that in the record.

Second, the fabul ous imagi ng center of the FTC
i s whi chever staff nenber happens to be sitting in front
of the scanner, and | have a note saying, W're not sure
if we can scan in all of the Dom nica exhibits, and if

we can't, we will neke them avail abl e downstairs in the
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public reference roomfor anyone to cone in.

We'll try our best. Adam needs to say
sonet hi ng.

MR, COHN. W al ready have put sone of the other
cases that were cited in the Federal Register Notice,
the International Audiotext Connection case that Eil een
referred to as the sexy girls case, the Duval e case and
a couple ours we have put downstairs in the public
reference room

So we will definitely put these exhibit down
there as well, and there are international audiotext
conplaints there, and those aren't produced pursuant to
the Freedom of Information Act because they're on the
public record.

M5. HARRI NGTON: Listen, thank you, everyone.
This really has been a workshop. W brought you here to
wor k, and you' ve worked very hard and constructively,
and | appreciate very nmuch everyone's really thoughtful
contributions to the record, and we | ook forward to
continuing this process and thank you agai n.

(Wher eupon, the workshop was

concluded at: 4:55 p.m)
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