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provide to Commission staff a list of interexchange company
customers that resell interexchange services.

In the Orxder, the Cosmission epecified the continued
enforcement of existing rules both as to certification of carriers
issuing PDCs as well as enforcemsat for unlawful behavior. The
Commission also called for further exploration of the merits of
developing an education program to aid public awareness of both the
positive and negative aspects of prepaid debit cards. Pinally, the
Commission called for further investigation into the concept of a
Service Assurance Fund (SAF), having found that there was an
appearance that this sechaniss may be the most appropriate means of
protecting consumers when pu:nbl“ arise from nom-working PDCs.
Staff attempts to address issues in the following
recommendation. :

ISSUR 1; Mhat is the proper dcunutm of a pr.p.id debit card
provider?

» A prepaid debit card provider is any entity that
doel one or bol:h of the following activities:

(a) buys bulk times from an underl interexchange
company and repackages and resells the t as telephone
prepaid cards.

{b) specifies the initial wvolums of usage in the
telephone prepaid card account, expressed in terms of
minutes or u.nil:l of time.

Such entities typically authorize placement of their name and
their 800 customer service mmber on the prepaid card and typically
rely on the facilities of an underl IXC. Consumers purchase

prepaid dedbit cards primsrily for . long distance calls..
(Drew)
SIAFY ANALYEIS:

Staff believes that PDC providers se a category of

interexchange companies just like multi-location diecount
aggregators and resellere. As interexchange companies, PDC
providers should comply with Commigsion rules regarding
provision of interexchange service. Any entity that does oithnr
one or both of the activities described in staff’s recommendation
statement meets the definition of a PDC provider.
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and interexchange companies such as ATST, NCI Telecommunications
Corp., GTE and Ameritech iseus their owmn debit cards. Some
prepaid debit card issuers, however, pu:dnu time from underlying
carriers, such as ATET or MCI, and resell long distance service in
the form of a debit eu'd n.nmmmmmtuing
when an hu:u-u:ln:n service reseller sells service to another
reseller who sells service in the form of a prepaid debit card.
Inord.:toullthel:":d- some issuere sell the cards at very low

per minute rates imes these issuers will not pay the
underlying carriezs for the use of the underl carriers’
networks. The underlying carrier is left with d usage of its

network and seas Do other optiom but to disconnect long distance
u:viec. hence leaving the m cavd customer with a dsactivated

There are documented ocases of customers suffering the
consequences of an issuver failiag to pay ite long distance bill.
One incident involved Caribbean Telephone and Telegraph Inc. (CTT).
After failing to recoup momey from its distributors, CTT was unable
to pay its underlying carrier, NCI. NCI discomnected service and
thousands of customers were left with deactivated cards. In 1995,
Telecuba, Inc. of Niami interexchange service from
another Mismi reseller, World Access Communications Corp (World).
Duse to a billing dispute betwesn the two resellers, World
disconnected Telecuba's eservice. The discomnection left 30,000
debit cards issued by Telecuba ussless.

State is mg: the c?uun uhﬁ oducatim‘ll
approach toward rectitying problem of consumers ding prepai
d-bicu:umtmmtnmmmmo!mum'
allotted minutes. The Cosmission d regquire PDC issuers to
provide consumers with the information enumerated in staff's
primary recommendation statemsuat. The reguiremsnts staff spells
out should provide consumers
with pertinent information regarding the value of the card and
where & consumsr can turm in order to receive a refund or report a
prematurely deactivated card.

Statf at ons time considered M thet the Commission

require pupud debit credit set up a Bervice
Assurance (BAP) with each ﬂ.lm::ln' to such a fund.

Staff has m this at this time, although we might
ask the FCC to consider an .

Staff aleo considered recommending that the Commission require
prepaid debit card providers to0 set up an escrow account with each
of their underlying carriers. M further analysis staff believes
that such a requiremsnt msay pose a hrrur t0 smaller, upstart
PDCe. Requiring that PDCs place the revenues they collect in
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escrow so that those funds can be held solely to pay the underlying
carrier is an jideal scemario, however, such an arrangement will
reduce the PDC providers cash flow and hence become an economic
barrier to competition. Larger, established 1long distance
companies tbat are financially sound would have an advantage.

Staff does recommend thet the Commission strongly suggest in the
Order from this recommendation that interexchange carriers
providing underlying carrier service to PDC providers receive some
compensation in advance before providing service. BStaff believes
that if underlying carriers regquire same compensation in advance
from PDC providers, this would reduce the incentive to disconnect
service. Staff is aware, however, thet tha Commission cannot

mandate such an arrangesent.

JSEIR 4: Should this docket be closed?
No. This docket should remain open to provide for

rule making. If no person whose substantial interests are affected
files a protest within 21 days of the issuance date of the order

from this recommendation, the order shall become final.

STAYY ANALYSRIS: This docket should remain open to provide for rule
making for Issues 1 and 3 of this recommendation. If no person
whose substantial interests are affected files a protest within 21
days of the issuance date of the order from this recommendation,
the order shall becoms final.























