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Introduction:

The customer perspective pertaining to “Intercarrier Compensation” can be summed up in a simple equation: 


Intercarrier Compensation = (equals) 

· Raise the FCC Subscriber Line Charge 185% since 2000, from $3.50 to the proposed $10.00 a month without adequate cost analyses or proper customer notification. 

· Raise the Universal Service Fund (USF) Tax, especially on broadband, without any audits or ‘means’ testing of the USF High Cost Fund recipients.

· Raise all other taxes and surcharges applied to these items.

The steps that should be taken are:

Teletruth Requests the FCC redo the FCC’s Press Release of  do a full disclosure for customers, in plain English, of the impacts of “intercarrier compensation”, — meaning the increases to local phone charges through the FCC Line Charge increase, Universal Service increases, as well as associated taxes and surcharges. 

We agree that the current regime of access fees (intercarrier compensation) has serious problems. But that does not mean that the FCC should deliver a biased, unobjective, inaccurate portrayal of what the impacts will be on customers. 

Data Quality Act Issues.

“Implementation of Guidelines for Ensuring and Maximizing the Quality, Objectivity, Utility, and Integrity of Information Pursuant to Section 515 of Public Law No. 105-554, Information Quality Guidelines”, Adopted: October 4, 2002)

Teletruth and our members are Affected persons who may be harmed by the dissemination or use of a specific information dissemination product.

This information is “Influential, when used in the phrase "influential scientific, financial, or statistical information," means that the Commission can reasonably determine that dissemination of the information will have or does have a clear and substantial impact on important public policies or important private sector decisions.

Teletruth contends that the FCC’s press release and discussions on this topic LACKS

Objectivity 
 And the omission of essential data leads the Intercarrier Compensation presentation to be biased, unreliable, inaccurate, and not transparent documentation.


Let’s put some facts on the table:

1.  
The “Intercarrier Compensation” Is a Truth-In-Advertising, Data Quality Act 

Violation. There is No Mention of the FCC Line Charge Increases in the Press Release.

First and foremost, the FCC needs to tell it like it is.  This proceeding should be called "How to Raise the FCC Line Charge to $10 a Line". The FCC's discussions on this topic are laden with multiple "truth-in-billing/truth-in-advertising" violations because it has not made clear to the public that this docket is really about raising customers’ local phone service rates – i.e.; phone bill charges.  It is hidden as "intercarrier compensation", but the outcomes have little to do with the carriers because ultimately, the final burden of any decision will be to raise phone rates for all customers.

Nowhere in any of the FCC's press announcements or write-ups of this proceeding has the FCC even alluded to the ultimate harms. For example, the FCC's own release on this topic not only doesn't mention the FCC Line Charge, but it doesn't include the most important customer point —- That the "Intercarrier Compensation Forum", (ICF), the phone companies' cabal, has suggested that this charge increase!  The FCC writes:

"Intercarrier Compensation Forum (ICF). The group represents a diverse group of nine carriers. The plan would reduce most per-minute termination rates from existing levels to zero over a six-year period." (FCC release, February 10, 2005)

See: http://www.teletruth.org/docs/intercarriercompprDOC-256705A1.doc
(FCC Moves to Replace Outmoded Rules Governing Intercarrier Compensation, February 10, 2005)
How can a customer get involved when the materials presented by the FCC doesn’t outline the real impacts — that these actions may raise local phone rates? Instead, the FCC has biased the information by using a statement that there is a “reduction” of access rates, making it sound that there is a customer savings.

Of course, the ICF will argue that intercarrier compensation is about “termination rates” and “access fees”, the fees charged to long distance companies.  However, these fees are actually ‘pass-throughs’ that the customers pay and are built into long distance service prices. And any changes to lower these fees are being based on raising the FCC Line Charge and Universal Service, which is not mentioned in the release.

More to the point, we’ll discuss how the previous lowering of access fees did not result in a major lowering of long distance charges. In fact, our phone surveys had mixed results, many harmful, on customers’ long distance charges, (based on residential bills). Other independent groups have found similar issues.

2.
“Raise the FCC Line Charge” Is the “Intercarrier Plan”

The current proposed plan starts with the FCC Line Charge’s current rate as the base to raise the charge. The ICF Plan would have significant increases per line.

“For large carriers, the maximum monthly residential and single-line business subscriber line charge (“SLC”) cap increases by $0.75 in each of the first two years of the Plan. In each of the next two years, it increases by $1.00, on July 1, 2007 and by $1.00 on July 1, 2008. The non-primary residential and multiline business SLC caps increase only to the extent that they otherwise would be below the residential cap. A carrier’s average SLC also may rise no more than $0.75, $0.75, $1.00, and $1.00 at each of these steps, respectively, although individual SLCs that are significantly below the $6.50 cap before the start of the transition may increase by a slightly greater amount. As of July 1, 2008, all monthly SLC caps for non-CRTCs are unified, and the SLC cap is indexed for inflation starting on July 1, 2009.”

The outcome is simple – Every line pays up to $10 dollars or more, depending on inflation. (Source ICF Plan, August 2004)

3.
Harm to Broadband  through USF Increases.

America is now 12th-16th in the world for offering broadband service, depending on which source you believe.  And, of course, the phone companies have all promised to deliver higher speeds to the public, including offering services based on fiber optics. Many argue that broadband is essential for our economic growth. And yet, this plan calls to increase the Universal Service charges, especially to broadband. 
The ICF’s convoluted Universal Service increases not only includes new funds, but gives little detail about the actual harm to customers. Their concept is to tax every phone number something called a “Unit”, every DSL service one unit, and business services based on capacity of the bandwidth with an ever-increasing series of units.

Unit Assessments 

(Source, ICF plan August 2004)

Residential

· Each unique working telephone number: 1 unit

· DSL, cable modem and other high-speed, non-circuit switched connections assessed 1 unit.

Business:

· Non-switched, dedicated network connections with capacity of less than 1.5mbps assessed 1 unit.

· Non-switched, dedicated network connections with capacity of at least 1.5mbps but less than 45mbps assessed 5 units.

· Non-switched, dedicated network connections with capacity of at least 45mbps but less than 200mbps assessed 40 units.

· Non-switched, dedicated network connections with capacity of 200mps or greater assessed 100 units.

Recent announcements of 100 mps to 1 gigabit of speed were made in Japan last month for about $45 dollars. Meanwhile, Verizon’s FIOS has priced 30 mps at $199. – (So much for competitive product offerings.)

In this model, the tax could be as much or more than the circuit. 

The fact that the FCC’s release and discussions does NOT make clear these implications in plain English to both the public and media, and omits vital information that would properly outline the main Intercarrier Compensation Forum plan, needs to be remedied for the public Interest. 
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