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Derpite their gnat papaluity Uld availability in Burope for 

-re tlwD 15 yean, uatil oaly a f- ,..a ago the word8 •telephone 
prepaid d8bit card8• (PDCII) wn l:J:ly "")mown in the United 
Stater. Such a telae mtcati0118 p ct ri111ply did not exirt in 
our COWltry until about 1tt1. •it!l a I'DC, a caller can purchare a 
block of ti• in adY- Uld be Ule to pleea callr fn~~~ virtually 
any telep~ in any rtata. lUcia aD :::•"t cu be attractive 
to tboae indiviclualr IIIIo do aoc n4wn" to baric telephone 
Mrvice or thoaa individual• IIIIo ua very .abile, yet not 
candidate• for a .abile p'cre. fticu fOI' PDCII bave been falling 
rapidly. although tba pa~ almatr nta ir uually rignificantly 
higber tlwD 111011ld &~~PlY OD a calliDir cndit CIU'd. PDCII, however, 
have an advantage -r calli.. c:ndlt CIU'd8 in tbat no rurcharger 
apply. In additiOD, witb May PDCII, tile UHr -y purchare 
additional ti• ODCa tbe lDitia:l allotMDt ir ubaurtrd. Tha 
additional purcbaM can be _.. witb a aillplr tal.,._ tranraction 
and a credit card. 
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Though they..._ IIMD availule in tbe united State• for only 
5 yeara, PDCe an fut baa~ tng oae of tbe -t widely available 
coneu.er pzoduc:ta iD tile GOUDtry. 'l'lley an eold in tens of 
tbounnde of locatioll8 nati~cle tbrougb npe:rmarket outlets, 
retail at-, lrprrt Dt ._, tk\ag atone, novelty shops, 
greeting card wapr 8DII CCIIIWDi~~~e~e atonr. Additionally, they are 
given away to pz~e dorm• of productr each year. 

81U tw 'IIIII ·--~·D I IE ft CUD MM"'t 

PEepaid teltpbane cardr an widely uaed outeicle the United 
state• and an a~t tbe only =ern• of operating a pay phone in 
Prance and Japa. It 18 -.tirrrted tbat prepaid telephone cards 
generated tt billlGD iD wrldricle aal• in 1tt3. &alee of PDCs in 
Japan approxi-.te •1 billlGD. PDCe an curnntly uaed in over 130 
countriee tbrongloat tile wrld. 

Within tile 1111alted ftatM tile annual aalee of PDCe are 
llkyrocketing, t11ey...,. alnady IIUftiUAed tile $500 •illion mark and 
are projected to n·ch •1 billiOD ln 1117. Florida epecific data 
ie DOt available or .. 77 na due to tile fact that theae cards are 
portule acl'aea atete 1'-. 

•• nc. c. ••• a 1 n m --n• CUD 

(1) 

(21 

(3) ,,, 
(51 

"' (7) 

Dial • 100 m ' rr liated on tbe prepaid card from 
UlJ' touchtMI tel:.c:r-. 
Liaten to a - ti'Mt:ing and inatructions on 
what to clo. 
Dial iD tile pba·a C&l'd 10 digit ID number. 
Hear an electi'MiC ~rt on bow -.ny dollars or 
•inutM -ia ia tile ~t. 
Dater tile m I II' you willll to call. 
Clarlplete tile call. 
Bang up to teninate tbe call. 

Telepbaae PDCe an - baing vi~ u -re than juat 
anotbel' way to ..a calla. Paatune auab u voica aail, -••age 
deliveey, internetiODal origiaatiOD 8DII tenination, foreign 
language aptioll8, ....... dialing, npleniw nt and information 
HI'Vicee en being ...._. to - cU'da to iacnaae tbeir value and 
applicatiODII. 
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DOCKET NO. 960254TI 
DATB: March 7, 1996 
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• 
Of the roughly 400 ceztificated int~hange carriers 

operating in Florida, 14 of tba• 01 s•atu bave tariffed PDC 
aervicea. Of t.._ 14 : c saatu, 1J fi~ offer aolely PDC 
aervicea. Tbe ocnpniu tbat offv I'DC8 typioally nly on the 
facUitiea of an IIQdarlyillg can'ier, ratbar than their- network, 
in order to ~leta calla. 

PDCa -y be diatrlllut:ed dinctly by tba initial iaauer or 
through one or -.on inte&J alltariu. 'l'be latter appi'Oach ia by far 
the -.on fnquently uaad -.thod. ODe -.thC"d of diatrUNtion ia the 
card iaauar •lling tba ~ to a naellv at a raduc:ad rate. 
Hypothetically, a liDC •lUng for NO Wllld be aold to the reaeller 
for $15. 'l'be n•ller auld tJ.a •11 the cuda for $20 aa -rked 
on tba carda and keep tba $1 diff•110ce aa a taaion for aelling 
the carda. 'l'bia type of lflalle of I'DC8 doea not place tba reaeller 
in a poaition of baing _ .. clued a telrpbcaa : sany under Chapter 
364.02 Definitioaa, Plodda a.tataa, at.nce ttia COIIIpaDy ia not 
offeriag two-way tela: •tcatioaa -•lee to tba public for hire 
by the u• of a tela: 111icatloaa fao:l.lity. PUztbar-.ore, the 
aervice ia provided by a cezt1f1cated .. II rlyiag carrier whose 
relatioaah:l.p ia with tba end uaar if •&Yice plrObl- exiat. 
Tbarefon, ceztif:l.catiOD 1a not nqu:l.nd. , SlU of tbia type of 
re•ller -ld be drutr ataii'M, aaa1 aatance atone, dapart•nt 
atone, and otbara. ftnr ;:;g: tu 811'11 often able to place their 
- advezt:l.at ata OD tba at ao cbu:tJe. In -Y c ... a, the 
carda are given -Y to end uaan to •t~ tba end u•r to uae the 
c 111•ny• a producta or M&Yice.. ltaff doea not bave any eati-tes 
of the percentage of carda tbat 811'11 aold venue given away. 

lWIGCOIIP~ a1~ a. ·~··-~· a••-···--·~· 
When a PDC provider nllu OD tba faoi:Utlaa of aa underlying 

carrier, the fort~er c ; naetaa tba lattv 011 a •inutea of use 
baaia. The PDC provider purcbaau 100 m • ar acceaa f~ a long 
diatance carrier, encaJira tba debit ca&d with a personal 
identification n~r (P.IIf) , and •ll• tba liDC at a higher per 
minute rate than t.a baiag ~ by tba .. II rlying carrier. Tbe 
end uaer then diala tba 100 m t•r lleted OD tba card, iaputa the 
Pill nw.ber, entera the tehttra m I II' of tba pazty baiag called, 
and c011pletea the call. 'l'be ... nutaa of uaa an drawn d-. bared on 
the Pill nllllber of the ec:caunt 1:!)' tbe •aa4r:rlying carrier, and the 
reaeller ia billed for tbe •tnutu of uaa. 'JIIen ia coaaidarable 
potential for fraud bacauaa.it 1a poaa~e to i..ue carda with an 
800 number that doea not work at all or that draw d-. time for 
unanawered calla and buay at.gnala. 
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DOCJtET NO. 1602MTI 
DATB: March .,, UH 

• 
While p~id tehpt-~ an a relatively new service in 

thb countzy, the cn111aept of -r• paying before they receive 
a service is not. Al~ avezy tt. a --r buys a ticket he or 
she b p~ying for a ae"ic. that uy or uy not Met their 
expectatioaa or ...a do wbat they an info~ it will do. PDCs 
are no differ.nt. 

Serious diae;Jainc.enta aa.ett.a occur when purchasing 
ae"icea in adv- of caa .. •il• thetl. For eXUIPle, people have 
bought airline Uc:Uta -tbll ia lldvaacle at what appeared to be an 
attractive rate Clllly to be ahoclrM llben the airline unexpectedly 
declares baakruptcy ... the tickets becc 1 -rthleaa. The chance 
of fraud occurriag ~iDIJ the Ale of - tickets has existed for 
lllllllY years. Occaa,__lly forgeries or counterfeit tickets have 
been sold to Uft8USP8Ctiag cuat ra as the actual ticket allowing 
one to attend aD e 'JID•ive aportiag eu at:. The - potential for 
fraud exists with .uc.. 

While than ...,. beea f- GCIIIIPlainta regarding PDCe, the 
product is still in ita infaDcy augea in this country. Use of 
PDCa is growiDIJ, t.led in put lllf the fact that prices have 
dropped sharply frga SO to 'o cents initially to 23 to 35 cents 
prea-tly. Than is a definite potaDtial for the volu- of 
c0111plainte to iac-. The foll-iDIJ cleacribea COIJIIlaint activity 
to date, both in Florida ... other puts of tha country. 

Cmmlaintl '"t t,Q the me 
The CoDIIUMr Affaire Diviaiml experienced f-, if any, 

complaints relating to .UC. •til Decn :lnr 1!1115. During December 
1115 the c taaioa staff beCI 1 aware of tha existence of 
Tellfcuba, Inc. (Tell'cnhal aD uacertiUceted IXC naeller of PDCs, 
and cuat-r GCIIIIPlainta at~DIJ ... inat thetl. Telecuba sold PDCs 
without an IXC c.rtificete or tariff on file with the CoBeission. 
Initially, Telecuba ~ided ita fDC ae"ice by purchasing long 
distance servic.a frga ~ld Aaeeaa 0: JDicatioaa Corporation, a 
certified carrier, ... nAlliag the ae"ic. to end user customers 
who purchased Telacl'ha'a .uc.. In Dea1±1r 1115 World Access 
Colllllunicatioaa diac-onaacted the 100 -•• n" t era Telecuba was 
using to provide ita pa Slid calling ae"ice. All a result, end 
users who had purchased the .UC. wen unable to ca~~~plete telephone 
calla and raceive the tehibODI ae"ic. for which they had already 
paid. Staff opeDed Dockets lloll. 16021C-TI and 16021.,·TI and filed 
ita rec: w.ndatioa caaaenaiag this utter on March ., , 1116. This 
.. tter is available for di8CIII8aioa at the March 11, 1116 Agenda 
Conference. 
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DOCABI HO. 160254~I 
DATB: March 7, 1116 

• 
In aaother incident relating to PDC:8, eD IXC bad 411 PDCa with 

a ntail value in-- of f4,000 atol• f~ a -..ding machine. 
The iNUer of the PDC:8, ••-:::: to nduae ita ••11 ann to potential 
financial loaaea, c18actift tile .tal• cal'da. The COIIIIi8aion 
ataff waa aclvi8ed of tb!a •ttu by a a:nnl.tlag fin aployad by 
the iaauer of the PDC:8. All of tJii8 elate f•, if uy, COIIPlainta 
relating to thia •ttar bawl .._.. naei'Nd by the Diviaion of 
eonau.er Affaire. 

The Plorida Dapart nt of .. dcultun • oan.-r Service• baa 
nceived only cme COIIPlalat CCIDOHiliag a PDC. A • an in the Mia111i 
.. tropolitu area COIIPlalMd tba~ .... punobaad four PDC8 from a 
local druv-tore Which Wilft aan flla~l,.. 

'JMriena ip ot;her pert;e eC the 01•tn 

Conaidllring the bum,... of llllllau of dollara of PDCa eold 
each year, the n..-.r of ~r COIIPlalat• U. aa..za auq~riaingly 
low. The IIUOC C •atcratlau 8!dla~ ttt:ee n1aa=ad the naulta 
of ita debit card aurwy la a;u dllr 1ttl. It aaid "All for 
COIIplainta in the debit oud UN, aur 8IIZ'ftY only turned up ten 
COIIPlainta frae all of the Kal:ee u a llllola. '!be only t- that 
-n apecifiacl - for j IIBCIIIr tal~iag practice• and the 
rata not claarly .. ~.· 

All ataff wu pBlllariag to fila tlaU na dation it learned 
in Pebruary 1116 tbat c .... of tbauHnda of cuat-n who bought a 
PDC na~ "USA calling• bawl ~ their cal'da are 
nonoperative. '!be card ... Ml'lretad in .. jor retail 
eatllblia~ta. including It- Mart. ( ... Attac-..nt 1.1 

OiAfl-- CO*' 'I ........ 

The following ia aD -rview of varioua atata, facleral, and 
indutry activitiea to regulate JDCa. A nvt. of a .. crix of 
atata regulation uaderll.- tile lack of oan- and dinction in 
the regulation of tb!a •~nrlae. , ... At~t 2.1 Howaver, 
aevaral atataa have OJara.d paar.lq doclrata and ~rUched aubatutive 
concluaiona. (Baa AttacJ lEt J.) At , ... t - of the trade 
aaaociationa ball drafted • ••• saf.d Clllliag caa'tlbolcler• a 'Bill of 
Right•. • • (See Attach nt 4 • ) . 

Bach of the .. COIIpilati- po1Dt out the pitfalla inherent in 
thia aervice and the neceaaitiaa of PDC r.gulation. Moat atriking 
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DOCKET BO. t6025tTJ 
DATE: Marcb 7, ltH 

• 
when perfo:ntill9 tbia NYUw ia tbe f.ct tbat tbe atrategiea now 
being employed do DOC -.t tba ob'ea&i .... of current regulation 
wbicb are cuata.ar ~iOD and rr nl of barrier• to 
competition. Ro atate or federal regulatiOD8 uiat tbat can -ke 
a c:uatcaer wbole, wbetbar or not tba pzo¥ider ia certificated, or 
can clai• tbat they are DOC antic ; atitive. 

Rcgylatign ip plprida 

In tba State of ftoricla, tba C t .. iOD baa 'urilldiction over 
all calla origiMtiJIII and taniaatiag within tba atate. Since 
tbare ia no reatdctlOD pl..S upaa c:uda wbicb prevent calling 
into a atate in wbicb tba pzoticlar ia DOC Ucazn&l, and there ia no 
reatriction on --n lluyiag a cud ill OD8 lltata and bri119i119 it 
into another atate, au liDC ~ cloiag illtentate buaineaa in 
tbe United Statea abould be a.rtificated in tba State of Florida. 

Tbe C t .. iOD rrtaff'a ilwolu rn ill regulating PDCa 
c:c.Denced on Marcb 1, lttl, wbea tba Cc •nicationa Diviaion of tbe 
Florida Public Service C i .. iOD recai...S a written COIIPlaint from 
Teledebit. Teleclabit ... a certificated IXC offering only debit 
card aervicea. Specifical!J• ,..leclabit aa .. rted tbat AT•T, through 
ita TeleTicket ... rvica, otbar cc 11niea •n aelli119 PDCa but 
did not bave tba 81rvica Uated in tbair tariff. 

The CoaaiaaiOD lltaff iaveatigated tba COIIPlaint. AT•T 
-intained it ... DOC ~i~ to tariff ita ,..leTicket service 
witb tba PPSC. Ia ~ lttl, A'rllt eU~ted ita TeleTicket 
Service and tariffed a DeW p&tsaid calling 811'Yice. 

Tbe c t aaiOD staff al- phoo ad otbar C011P8ftiea listed on 
Teledebit'a COIIPlaillt letter and aaked tbat tbeir debit card 
aervicea be tariffed. 'lbia .ctiaD ... followd by a written data 
requeat elated Auguat t, lttl. 8ubeequeatly, -t of tba c:o~~~pAni"a 
agreed to be- certificated and ..,. tbair debit card services 
tariffed, probably clue ill lazge part to AT•T' a actiona .. tting the 
tone for tbe reat of tba t ntllat&y. 

Tbe FPSC baa juriedictiaD -r i-n of IIDCa wboae cards can 
~e calla originating and ter.inatiJIII in Plorida. However, there 
are no rules or atat-.. apacifically regulating debit cards. 
There are no C iaaiaD ~clan wbicb apacifically address PDCa 
except for several inatan=aa Whaa·AT•T aougbt to lowr debit card 
rates for more tban tO claya ill a 1:1 -tb pu"iod. (Lowering rates 
for more tban to daya in a 1:1 -tb period r.quirea a waiver of tbe 
Comllliaaion Rule. Tba wiver r.queata •n granted and tbe AT'-T 
tariffa were ~&G¥8d.) 
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llOCkB"t 110. !ili02HTI 
DATB: March 7, 1!1!11 

• 
The C1 faaioa did DOC zoequln ll1nda fn. PDC iaauera until 

February '· 1!1!11. At the ~ •· 1111 Agl d• CaDfennce, the 
ec.Diaaioa approved ataff nc tatiaae zwpalrllag that AMrican 
International Tel._, IDe. 1 Georgia Public Telephone Co. , Inc. 1 
Long Diataace of llidalpa, Iac. , d/b/a/ I.DII 1-sJ Diatance; and us 
·South Co anicationa, Iac., d/b/a U8 Iauth IIIII l•ctlll each· poet 
aunty bonde of t10,000. Staff no "did tbat the C:O..ieaion 
require tblee co rn•• to aaoun a aunty bond u a ••ne of 
vedfyiag that the c 11nt• ha'N the ftn•nct.al atnngth to provide 
and .. t.ntain the PICSICied telaa mlctationa eerviae. Thia ia 
8CMWhat different fn. the tnac-t of other I:IC eervicea, for 
which a bond i.e zoequind if the a ; say colleata apo.ita of 110re 
than one -onth'a uaaga. llcau.n a JDC doea DOt have a aet time 
fr ... for uaage, a caller oauld u.s up the value of a card in an 
hour or a year. 

Staff coati_. to aatl'NlJ ~ Clll'tificatloa of PDC 
COIIpADiea that an _., ..... tel< 1 u IR'Dl• under Florida 
Statutea. A nqueat ie lllillll - - to -~~ certificated 
interexcbange eoapeny tbat off~ a.bit ~ 11rviae in ite tariff 
to identify all reeellen. .. tbiD caa en~ tbat providera of 
PDC8 are properly aertlflaated. In adtitloa, thia letter will 
aerve aa a nainder to all Clll'tlflaat~~~t a ll"iee that it i.e 
illegal to provide IIII'ViCII to UDDII'tlfiaated reMllere. Staff doea 
not believe it will Ill neoaaaary 1::0 n:t~lllt a allow cauae order 
againet COIIpADiea found to be 11ntf.n!J witbout a certificate 
unleaa a eoapeny ie found to be UDOUflnl:l'N. 

RogyletiAD by the lerlretpl•• 

The trade aaaociationa IIIII ladlvldual provldara believe that 
regulation ahould be kept at a •hal••, •a..ulation ahould act to 
prc.ote the growth and legltiMay of tba laduatr:y, not etlfle the 
very COIIpADiee wbo an lllkiag tbl tiC!bao\osw and aarvicea poaaible 
in an effort to protiCit tba public.• CTeliCI JDlaationa aeeellera 
Aaaociation) 

The aaaociatione, in tbalr trade publlcatlODI have atnaaed 
that C.CIIpltltioa and the ·-~tpl-.• will ..-Ide all of the 
protection needed by tba public. ~·•••• la lntervi- with 
Coalaliaaion at.aff they have lnidlcated tbat tilly are working on 
voluntary guideline• for pz 1 rid ca11lnf caud provider•. Such 
guidelines only apply to qt tn of tba naaoc:latioaa, and only 
legiti .. te entitiea tand to join lUCia ora ataationa. 
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DOCKET 110. tf0254'l'I 
DATE: March 7, 1tt6 

JJogulatiM hy r;,tw !GC 

• 
Pununt to nl• pzo •Jpuel by tbe Pederal eo.mmications 

CoaDbai- (PC'CI ill 1ttJ, •aoa-dOIIInant• ca n carriers are 
required to file a tariff with the PCC. Tbia include• awitchless 
rebillen, includiJig til In •1liDI I'DC8. Further, thoae offering 
internatiaaal pnpaid calliag cu.l aervicea ••t alao file a tariff 
for internatiaaal •I'Yioe with tbe PCC. Tbe fee for the 
internatiaaal tariff filiag ia $4tO, and the fee for the 
international eei'Yioa authority ia $610.00. 

A challenge to atate I'DC ngulati- waa filed with the FCC in 
April 1113, by 'l'be 'l't.. Mac:hina, Iac. ('IIIII, a ranaaa-ba .. d prepaid 
calling cal:d p~idu'. '1'111 filed a petition for declaratory ruling 
-king federal pS"IIEStioll of atate ngulati- of PDCa. TMI argued 
that it ~cl not be ta:batcally feaaible for carriere auch as TMI 
to identify or aapuate illtl'lllltete and interatate uaage for 
regulatory ~· Bra COIIIIIIIDY further argued that burdensome 
atate regulatiaaa .auld tll.•art the ability of TMI and others to 
offer their aei'Yioaa 111111 -lei tlllp8cla the PCC'a prococnpetitive 
poaition. 

On Auguat 4, 1ttJ the Plorida Public Service CoaDiaaion IFPSC) 
aulaitted reply ta to the PCC. In ita c nta the FPSC 
maintained (11 fMI'a aervioaa azw aubject to atate jurisdiction, 
121 atate ngulati- of '1'111 ia in the public intereat, Ill debit 
card calla can be aeparauel bv judediction, and (41 federal 
pree"41tion ia not leplly juatified for intraatate debit cards 
aervic:ea. 'l'be PP8C ooacltaded that for thaae four reaaona the FCC 
ahould deny TMI' a petitioa. 

In 11ov bar, ltts, - thaD two pan after TMI appealed to 
the PC.'C for federal Phi 1tioa of I'DC •I'Yioaa, the PCC released 
ita deciai- rejec:tiag fMI'a nquut. Bra dec:iaion affirmed the 
PPSC'a authority to r.gulate iaauara of I'DCa. 

State Bcaul•C*PD' 

Since a PDC can be u.ed to originate calla anywhere in the 
United Statea, it ia potatially Mlbjec:t to the aeparate regulatory 
juriacliction of all SO atetu, in lldditi- to being aubject to FCC 
requir-nta on tntentate calla. Por all practical purpoaea, PDC 
providera that are entering tbe ~t fint 9et certificated in 
the atatea in wbic:h tbay azw ...UCing, 111111 aa the acope of their 
aalea expand, tbey ba:1 r c:ertlficatea in additional atatea. 

Intervi- with rep-tatiftll of other atate COIIIIIiaaions 
have pointed out -1'111 wlnarable a- in the regulation of PDCs 

-. -



• • 
and given ataff aa UllllentaNitlllr of tbe paaible r-.cliea which are 
being uaed or advocaUd. r • t ... --· 

1. Dua"atioa of ~. A pnpaid ealling eard ahould have 
printed on ita f-, tbe ... intioa data of the card (if 
applicable). railuz. to do .o could EeaUlt in a windfall profit 
for COIIIP8Jliea t1110 autbo&'iH a .a.oa-t ~i,.tioa periocl for the card• 
without cuat-r notilieatioa. 'lll1e MaiiUA ia generally accepted 
by the induatry, aad - lltatea ...,. iaatituted auch a 
requi~nt. 

2. ••ahn•= lee ..,_. ol a ••• havi... If a cuat0111er 
finda the aervice of a pnpaid aal'd UIIMtiaf~ory, there ahould be 
a clear procedure for a .. fuNI of tbe -iniag .Unutea on the 
card. _ Tbia inf-tioa •nld ... .UlDle f~aa the provider and 
f~Ga the retailer. 'lll1e MIINn 1a .... rally accepted by the 
induatry, aud - atatea ...,. iutituted aucb a requi-nt. 

3. ..tau- 81 aa~. It ia .... nllr quad in the 
induatry that retailan Mild to ... afn•Ud allout debit carda and 
can provide inf-tioa to ~ II¥ poating infor.ational 
aigaa. Retailer• DMCI a nlf'·d• by wlaicft they ean eatabliah that 
a provider of Poe. ia cutifiaated in tbe atate in wbicb they are 
doing buaineea prior to offering aucb auda ia tbeir atorea. 

t. c:aat: rr ~ • 5 11. It 1a iii(IIOI'taat that cuat0111era 
have a toll-f-. m I rr to cell if they aped- trouble with 
their PDC. Tbia ....ure ia .... nlly n&nlfted by tbe induatry, and 
- eta tea have iaatituted aucb a ~t. 

s. Dllaert:ilioDUd 81fit:rlrlaN 81nUan. IIOt all atatea 
require certificatioa of IIWitchl ... naallere. It ia i11p0rtant to 
educate IXC providere that: it ia tbeir na,an•tbility to aaaure 
that a provider ia certificated prior to amwiding acceaa. IXC 
provider• ahould not conaidar t1a1a policilllr tbeir a .,...tition, but 
rather policing t~lwa u ule to aa uncertiUcated provider ia 
a violation of thia 0 i .. ioa•a ru1 ... 

6. ••••• atratenr. 8 1• u. ~ in aaveral atatea, 
eapecially for atart·up ca c:nn••• witb WillE ftnanct.ala. Houver, 
a bonding ac._ cannot aid tbe - 'lllraD they are victi•iaed 
by an uncertifieated provider. wane- ny .l'lfuc' tlle rate at which 
firu enter aad exit tbe buaiMaa aad MY indinctly uaiat 
conaw.ra. Howver, a boDd aa4ld ba coaafdel'ld aat~-a s•titive, 
e8pecially aince -t c s aniu u. tryinf to llaoau certificated 
in all so atatea. Bvell tbe luat .I'Ntl'ict:ive boDd requi-nt 
could be daunting to an -rgllllr telaca •niaati- ca..-ny. 

-. -
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Jllpl1a llhich, if uy, pnwiden of p&cpaJ.d debit cardll ahould be 
required to poet a nraty boad? 

npg 'P' 'U"I 'fbe C tuiOD ahould require 
interexc:vnga c: ;·ni• Cllat pzotide lac. to pollt a nrety bond. 
The c t aaion 8bould allow c c ; ani• to :f!!' for aD exe~~pUon 
from the bond requil'a at, with tba • 11 ;t depending on t.he 
COIIPADY p~nWing Cllat it .... tba ftMDCial •ana to aanra continued 
operation aDd to .. t ite oblllat.._ to ita cuatc.ara. Such a 
ahowing ahould include .. tiafyla! ella fi¥&-pal't criteria deacribed 
in the pri-ry ataff -lyaia. II 1&, 'DftoiCiaJ 

1. 

2. 

J. 

4. 

The c ;·ay ahnuld Mft t-t $1D1aatly praparecl financial 
atat-ta. 

The c ;any ahao,a11l Mft at 1-t J ,.ara IJI .mthel of 
financial iafocaation. 

The c: s any ahao,a11l ba¥& a ~t ratio I current aaaeu 
to ~t liabiliti•l of at 1-t .eo. 
The ccs:paay ahao,a14 ba¥& a Gill-• eqllity ratio of at leaat 
sot. 

s. The c ;any ahao,alll ba pzoUteble. 

IL* '*'TID er •p=e !'be C t•ioa ltboulcl not require any 
P~nWidera of PDCa to pol& a auEety boad. (81 JJ 

DDIU ..... ••LUJ•• 

PDCa invol¥& a cua~r payiDg for long diatance aervice 
before receiving .. rvice. 'l'be Ilef will control cuatc.ara' fwads in 
advance of p~nWidiag MZ'Yioe to tba cuat n. 'l'hia aituation 
could reault in cutcatn DDt ~ivt.aa ..rvice for which they have 
paid if the I:IC canax .. t ita abligationa dua to caah flow 
prable~~& or miauae of fundi. 

A aurety bond ia aD Af18tatnt uadar wbich one party, the 
surety, guarant-• to aaotbar, tba ablifae, tbat a third party will 
perform a contract followt.aa tba -...ct • a docuatnta. llhen a 
peraon or c~y ia C!aoad la a poeitiOD of truat, a aurety bond 
will guarant- tbat t paraon or c zany perfoi'M ita obligation 
or paya ita billa up to tba nmt -nd by the bond. An 
additional aignifieaDt -..ut of ella IIH MUng proceaa ia that the 
public can be aannd tbat tba lllooda1 party baa •t the standards 
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of the surety bond c1•·ny. 'Ibis nvi- abo Mrves aa a 
substitute for a zoutiae ~t Cb1ak ~cb le currently not done 
by staff bec:auae of ta. =-ts to tbe e1111cy of doiag eo. 

Staff believes that ~il'l .. a aunty bond -ld lliniabe the 
possibility of an IJlC: -c aaecilllr ita abll .. tlone created by PDCs. 
It would also satisfy ta. l .. ialati9e rstuial 1nt that companies 
have the financial capability to ~ida aad Miatain ta. proposed 
service. ~ifically, tbe --.alii t of a surety bond 
requir-nt could be UMd u a tuali~ tool in that it -uld 
cauae certificated IXCII p~icling I'DCII to-t ta. standards of the 
surety bond c r· 'llle tr~adiDI ..-~esse should wed out 
disreputable orhiAaclalt!J l'iMr a 1 ;uiea aat able to Mcure a 
bond in the aaount ~i . 

Unde:nrdting surety tr 1 'e differs f- laaurence in that it b 
baaed on a creditor-dekor relation•lp. 1\'Pically, surety bond 
eo~~p~~nies nvi- ta. followlar critarle before iasuiag a bond: 

e fta 11 s sny•a ft•mele'l 111 .,_._, 'llle surety will review 
the co.pany•s financial stat1 rnta. ~le audited financial 
stat-ts en preterftld. i dlfiD'II tly pr1pared financial 
stat-ts llv.cb u • •1111 at at•s nviw or ce~~~pllation are 
accepted. 'llle bond 11 JIDY aallseele tile aary•e financial 
condition by nviewlatJ U.tyWty. profitablUty, and debt 
service aeasure.. 

• ftB .-nlltr o1 ~ • a s•• •••• .. aad ... alable 
11011ac-a1. 

e & -...111:. of tbe I 5 ;"s W flt: lale'-7. The surety 
probably will orar .ua iad1pn#nt credit report on the 
coapery and look at ea. cl .. aay•a blnki .. relationship and 
access to a line of cr.dlt. . 

• otMa- -•. 'llle surety My cbsck references of 
suppliers, -re• ~·· letten of rea ndation, and the 
COIIIp&lly's busineaa pl.ua. 

Bven for -11 bond 1 UDts. i.a., •10,000, ta. surety bond company 
will conduct a tborougb nvi-. 

8111111 COIIIp&llies or start-• 111 ;nat .. en -c excluded froa 
the bonding process. Penaaa' guannt ... or pl .... a of collateral 
by the -re could aubatitute for daflel-~es in the above 
requireaents. There are surety bond c ;saiss that spacialhe in 
start-up and small cc ~iss. 8unty II h fOZ' such COIIIPSilias may 
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coat more thaD banda for c ;·nt .. 1D bu81aeaa for three or more 
years. 

Rule 2S-2t.tto (J), Florida •t=taiatratlve Code, requires an 
IXC to .. intalD a boad GD file wltb the C taalon to cover ita 
current balance of 1111aalts .ad -.a- p&JIIIata for .are thaD one 
.anth' a service. 'l'llla rule reflects the C taaion'a concern that 
an IXC should be a reliable bu8iMaa wltb CGDtlnued operation over 
tbe long ten. Staff hell..,.• that the 11*1\ail:-nt of a surety 
bond for provldara of JDC8 la -aiatat wltb the rule in this 
regard. 

Ha.ever, staff notes that the al:lave referenced Rule requires 
IXCB to bond the full tat of ' liMits or advance pay.enta, thus 
ensuring protectlaa of CNBta Irs for the eatlre -t. Steff's 
rec Dilation of a boad for IDC potl1"n differs in that the bond 
requi~t is a quallfrial toOl 81111 will aot: protect tbe full 
-t of cuat- fllllllla that lllgbt ha at rlilk. 

Staff bell- nvl- GUTiecl out ~ surety bond CG~~~PBnies 
.ould t81111 to __. out cllanpatGle or ftMMlally -ak COIIIPBniea 
and ..U it difficult for IIIICb c ;sat .. to enter the Florida 
.. rket. A surety boad .auld ~ide so.. assurance that 
certificated Florida ~idera of IDea -n reliable. 

Further, the coat il.aald GD iC1 zeatea .ould be -11. For 
exaaple, the aanuel coat of a tlO,OOO surety bond typically would 
be $200 to $100. 'ftlenfon, II*IUirlag a surety bond .ould not be 
a financial i....-itlaa that .auld cllBCOUnfB Cl)llfetitlon. Staff 
dieeuaMa the -a.zupr1ate e :mt of the boad and the effect on 
ccapetition in IBBUe 2. 

Staff believes that 11 ;eai .. pzvvidlag PDC8 should be allowed 
to apply for an &=lli'tiGD f- tha 1101111 ll*l\li-nt. 'l'hia would be 
conaiatant witb Rule 25·2t .UO (J) tlblcb governs deposita and 
advance pay.enta. ODder t:liia rule a •lver clependa on tbe company 
cte.matreting that it baa the ftnerial ..-reBa and income to 
provide uaurance of caatt•1ed operatlaa UDder ita certificate over 
the long ten. Several lazver IXC., auc:b u 8print and LDDS, have 
applied for, and recel,.,, e -lver. 

Requiring e boad of a cae;eay wltb a pcowen track record end 
in 80UIId financial Gallllltiaa .auld be r.cf!•ndent since such 
COiii'Aniea, by their experhaca 81111 fterial Galldition, have proven 
their ability to -t the obliptiaa cneted ~ PDC8. Since tha 
ala of the bond recaut.z-Dt . la to __. out disreputable or 
financially risky c ;eat .. , staff bell..,.. that it is reasonable 
to allow c~iea to pzowe their truatwortbineaa and, therefore, 
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be exetapt f~ ta. bolld nq\11& 1 at.· A Cll8to.er would have direct 
recourse to a p-.. c: 1v:y. 'ftlltn is unrance that it will be 
ia busine .. ud -t its abliptioaa onr tbe long-tent. 

Steff prafases tbe follOwiat criteria for detel'lllining if a 
C:OIIIp&ny abould be exr 1t f~ tbe nnty bond nquir-nt: 

1. '1M c ;•ny abould ...,. lndll r"'ently prepared financial 
steta.eats. Staff would pcefer audited financial statements 
but an iadrpndnt acaouataat•s revi- or compilation is 
acceptable if it is affined tne ud cornet by the company• s 
chief ... c:uti .. officer or chief financial officer. 

An accurate -lyais of a c IIDY'• fineac:ial condition 
depends on reliable f«aaacial lafor.ation. Financial 
statl nts pzovlded br an lnd~~&Ddeat auditor are the source 
of reliable fiM"Cial iaf...atiOD. An accountant's review or 
COIIpllaUOD repc:1t 18 tatrrradntly p&"epapd but is not as 
reliable as audited fiM"Ci81 statl lnts. 

2. '1M COIIIpmiY ebnuld 11a .. at 1-t J ,.are (36 1110nthal of 
fineac:i&ilDf...aUOD. tb1s will eli•inate start-up 
COIIIp&Di... c zent• abould...,. a track record to be exempt 
frm~ tbe bolld ncaulz 1 at. 

J. '1M c s•ny ebnld 11a .. a curreat ratio of at least . so. 
Tbe current ratio is tbe ratio of curreat usets to current 
liabilities and is a -.un of a c = 1 sny• s liquidity. The 
~ian current ratio for tbe .. jor telecommunications 
COIIIp&Di• is zpprc wJ•tsly .10. 

•· Tbe c: psny abould ...,. a ca an equity ratio of at least 
SOt this is within tbe I'{TII for a n equity ratios based on 
tbe ..e rscrDC S 6 P fiM"Clal benchmarks for 
telec:o '"lcatloaa cc ;ntse. (S • P no longer publishes 
financial benc:a..ne for telae: 1 n\lcatlODS COIIIp&nies. I Also. 
it is a c 111 .. EYatl .. figure tlbeD ~ to tbe tot floor for 
c: m equity retias in tbe water and wut-ter leverage 
fon~~~la. 

1. '1M cllllpally should be profitable. 

Staff recopla• tllat tbe •t c•s ncaui~nte will give a 
slight c M14tit1.. ~ttnt... to : aatu with audited financial 
stata .. nts and e p&oVSD track re-o~. Still, ta. purpose of the 
bond requi~llt is to provicfs - a?INI'ance of continued 
operation, and tbe .. c ;ani• are tbe 1~ likely to fail in 
tbeir obligation to Cll8tll Ire. A .baDd requir-nt for these 
cQ~~~P&Diss would be recluadet. 
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In eu.aary, ~ C: teeion ebould require interexchange 

caapaniee tbet provide PDCII to .,o.t a aurety bcmd. The Commission 
ebould allow c ....-ni.. to apply for an exa.ption fr0111 the bond 
require.ent, witb tbe em 1tion depellding on the company proving 
that it baa tbe ftneneial eeene to .. euze continued operation and 
to .. et ite obligetiODe to ite cuetoeere. Such a ehowing should 
include eatiefyiag the fiYe•pert criteria deecribed above. 

ALh81t'7D mrr ,.,DU• Altemative etaff believes that 
unqortific;et.e4 i,....n of PDCII an a eejor pnlbl- and that further 
regulation of car&l«lS'tf4 ieeuen i&~~eae additional regulatory 
coete wbicb an not wanaated. In addition, there ie indication 
that the induetry tr.cle ozoganiAtiODe eey be willing to compensate 
PDC ueere for any i,....e ~due to nonoperative cards. Each 
of theee pointe ie di.cue.ed below. Altemative etaff is also 
concerned tbet while a ..-ty baad nquineent could theoretically 
aeeiet cuetoeere in the -t of a c ;any defaulting on its 
obligatiODe, there ie little aeeurance tbet the victiae will know 
how to obtain aeeiete-. 'llleo on:rwbelld.ag .. jodty of those 
coneu..re who pure" 111 '1'11lecubll'e PDCII did not contact the FPSC 
for aeeietaace C'llleo DiYieion of ca.a-r Affaire eetimates it 
received leee thea 20 CGIIIPlainte ... iD&t 'l'lllecuba, yet the FPSC 
etaff believee tboueande of '1'11leeube PDCe beceee non-operative) . 
There ie no -y to contact cuetoeere to nflllld -y for the unused 
portion of the fDC •'- cuetoeen' -•· addreeeae, or phone 
nWIIbere are not kn ~YD. 

In Summary, alteEDati¥1 etaff bell.,.. upgertifigated ieeuers 
of PDCe generate a diepz"f:ltionate perceat.., of the pnlbleae, as 
compared to sertifis;rtf4 eeuere. CODeequently, ee;haeie should be 
placed on eolYiag tbe pzabl- ueoclated witb upS"rtifisated 
ieeuere of PDCe. 

Upscrtifisatod '''Y'EI eC !DC' 1J1 A .. 1gr PrQhlcm 

In c-ate filed in UH -wi&b tbe PUblic Utilitiee Caalllieeioa 
of the State of Colorado, A'f6'f •tated tbet t 

ATI.T' e OWD eeti .. &e ie &bet onr 200 reeellere 
participated in tbe debit card tnduetry in lttl end that 
over 500 reeellere will perticipete in tbe debit cerd 
induetry in lttt. 

Meanwhile, e revi- of tbe appEOJdutely tOO certificated IXC 
teriffe on file at tbe PI'8C re¥ealed tbet only It have tariffed 
debit cerd eervicee CU IXC: reMllere offer PDCe ee their eole 
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teleca..unicati_. tariffed .. I:'Yice) • If ATI/f ••ti•tee are to be 
believed, that inforutioa,......, ~with tbe C tsaion•s own 
•bead count• on certificated 1.:. offeriag I'DC8, 8Uggests that 
tbere •Y be a .. riou. pz'Cibl- relating to I:IC reHllers who have 
DOt tariffed their PDC MI:'Yice ill Plozolda. 

AD excalleat ax 1la of tlae pnbl- with uncertificated 
iseuere of I'DC8 is tbe reC"IDt diffiCIIIlty with Telecuba. The 
"Telecuba incident•, While .oat uafortuaate, could DOt have been 
prevented by requirlag certificated 1.:. iuuing I'DC8 to post a 
bcmd. Telecuba - - uncertiflcated i-r of I'DC8, which the 
c-ission staff - _,. ulated, uatil Dec_...r 1tt5 when 
Telecuba's carda wn ao lGJIIII' wniag. 

t;!mt;'t:t" Q!i;; :V i, ef!!'tt;tli!a':"'•tpry CMU Upgn 

Tbe ngulatozoy coats of ll:ariag certificated in all so states 
is currently esti•ted to beJtrodwtely flOO,OOO. These cosu 
wuld ri.. further if Plozoida aad all t1ae otber state CO..issions 
adopted a nrety lland II*IUiz t. <: z nt .. tlllo are certificated 
.nd tariffed to p:rovids JIDCI nld be c: 11tltiwly disadv-taged 
as they attetlpted to neoN&" lac:naalnll ngulatozoy coats i11p0sed 
upon t._ .nd avoided by uacertificatecf ia~~~~ere of I'DCB. 

The i~ct of additional regulatory coata falls particularly 
hard upon -ll c::rnt .. tryiar to eater tlae hwtgst~ (i.e., the 
fictitious Bob'stt caxd c z•av with useta of oa y $100,ooo, 
which llight be for:ced out of llua1••• due to rbing regulatory 
costs; .. anwbile AT•T aad Rei caa affocd to pay such costs .nd 
continue to p:rovids I'DC8) • 1tJ niaiag tbe coata of regulation, the 
end user •Y be ~ ill tw lllaY8. ao.e -11 c ,..,..nies may 
choose not to enter tbe lluaiDaaa, While otben •Y choose to do so 
illegally .nd opente on a •fly by aiglat• baaia. A regulatory 
policy requiring PDC is~~~~en to poet a 8\lnty lland is flawed and 
should be rejected. 

At first gl-. tlae policy lllhacated in tbe pri•ry 
rec nndation apJitara to lie DOD•IU.acr••tutozoy. However, such a 
policy will have a dispZ':Jai'Cionate effeat. ...ller fins with 
less capital will find tbe 8\IZ'It~ ll~nd zequirt lilt .ore daunting 
than will larger firu. A 8\IZ'Jty zequir t Mrves to impose 
higher regulatory coats upaa t1ae ftry fina that are least able to 
afford it. Moreover, a 8\IZ'Ity bcmd will aot ucessarily deter 
thoH entrants with •1 iDCeat. Ally: !A caa .. t a 8\IZ'Ity IIODd. The 
only variable is that the coat of tbe lland ' fiNia on tha perceived 
risk ae aseessed by the boadiag eatity. 
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OVer the pa8t fi- pera -11 COIIIpllnies issuing I'UCa, 

disadvantaged bf the lack of - recognition among potential 
custc.era, .cll!lbl: to a.ptllftl a portioa of the .. rket by introducing 
PDCs with law per -t.auta cbazve-. 'n. nault is that the price of 
PDCs as •allurM bf per -.lauta usage charges has fallen by 
approxi .. taly fifty plorCIDt in fi- years. These s111all companies 
should DOt be cU-11•d fn. = 5 ating in the PDC industry by 
increasing their ~latoqo coeta through illlpOsing surety bond 
requi~nts upon thall. 

Ipdyatry Trrde pmeplpttme Mel_ptp rmii'MU 

Induatry tr ... OEVUiUttaD. PftWida - CODIIu.er protect ion 
through illp)ein!la coda of atlaica upon their ...tiers. Additionally 
recent .-nta indicate such aasaclatioaa .. y be willing to fully 
refund PDCe of c~ c-i• tlbo auddanly deactivate their cards. For 
example, the 1 'ban of the UDJ.tecl Stataa Telacard Aaaociation have 
offered to fully nfUIIII the puRbaaa price of USA Calling PDCs 
which ware abruptly ... activated 1n February, 1116. Dr. Lawrence 
Brilliant, Cbaira.n of the ~ of Directors of the Association 
-id, "Thla unfortiiiiBtB inciftnt, in wbich a DOD·MIIIber company has 
failed to u- up to ita pert of the bargain after taking 
CODIIumers• -v ia llbat Jo& 5 tad - to help found the US Telecard 
AaaociatiOD." 

In -ry. a aunty bond adda ~latory coats, while failing 
to addreaa the pzabl- of uncartificatad PDC providers. For these 
rea-a, the 0 t .. 1aa alaauld DOt require any providers of PDCs to 
po8t a surety bond. 
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• 
DOCKET RO. t60254TI 
DATE: March 7, 1tt6 

• 
IIIQI 2a If a aurety baad ia nquind, wbat ia tba appropriate 
dollar aiiiDWlt, &lid bow loag abould tba baad ba held? 

-.~· .... .,. a Tba appropriate IIIDt for tha aurety bond ia 
$10,000. The bond abould M poatecl for u long a• the c~ny 
provide• PDCa in Florida or UDCil it -..ta tba criteria in laaue 1 
for aecuring an ex1 stioa fzaa tlaia nquira Int. ILaiU, nn.oaJ 
ftAll' 'R5·UJ:Ia Staff Mli- tbat $10,000 ia an appropriate 
a110unt for the auraty bond. 8iace tba puzpoee of tba bond ia to 
weed out diareputable or fiaeacially wat Cl .. lniea, and the aurety 
bond COIIIp&DY ~d c:n•lCt a tbou 9 nvi- before iaauing a 
$10,000 bond, ataff bali-• tbat a bigher bond a..ount ia 
unneceaaary. 

Staff believe• tbat II: diiiiJ tba full .-at of revenue from 
PDCa would be very difficult. tzo:lectiiiiJ tba UIDIIIIt of revenue a 
CCIIIp&ny would take in fzaa JDCa would M difficult at beat. 
Collpaniea •ight raq~M~at -fidaatiality for auch info~tion, which 
could COIIPlicate afore 1 1nt of tba nquira 1nt. 

Boacling tba full :UDC of revenue could alao be 
antiCCIIIp&titive. Tba snnual aoat of a baad .auld M at to lt of 
the aa:lllftt. At $10,000, tbl coat of a baad abould not be a barrier 
to entry. If tba full uat of nYIR'M ia bondad, ,_ver, the 
coat of a bond could caue a ~ider of JDCa to forego the Florida 
-rket. 

Staff notea that -.ctioa 314.01 It lid), Florida Statutes, 
atatea: 

The Commiaaion aball exerci .. ita exclusive jurisdiction in 
order to: ldl PE'OIIOte c s ltitioa by encouraging new entrants 
into telecoa.unicatione -rketa . . . 

Staff believes that tba $10,000 .-at acta u a qualifying 
tool and ia not antic e•titive. 
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Jim 3• If a nr.ty boDd il nquired, bow 1bould thb requirement 
be applied to currently certificated iaterezchange companiee that 
have been offering pEepaid debit C&Edl? 

n•r •w "UP• Bacia curnDtly certificated interexchange 
company that il provicl1ag peepaid dlbit can Hrvice and deairea an 
exemption fro. the ~Urety bond nquiziFIDt 1hould file the 
requilite data to .. tilfY the fiv.-part criteria in I1aue 1 within 
60 daya of the ordar reiUltiag fro. tb11 docket. Thole currently 
certificated interezcha-ga c: IIDi .. that an providing prepaid 
debit card aervice• and clwl na DOt to file for an e..-ption from 
the aunt.y bond nquirl at, lhould 8ecun a aurety bond per the 
Cooambaion• a deciaion in II- 2, within 60 daya of the order 
resulting froa tbb docket. [UIIIIDJ 

ILIS!''DD 'P znm• Bach iatenxcbuge company that has 
been certificated and hal offered pEepaid debit carda for a minimum 
of 36 conaecutiv. -tha 1bould DOt a. nquired to poet a surety 
bond. Certificated iaterezcbuge ccqanie• that have offered 
prepaid debit can .. rYiCI for 1... than 36 CORieCUtive months 
1bould be required to polt a ~Urety bond in accordance with the 
Colllnis1ion'e deci1ion in I- 2. P'WaJ 

DUtil mp 'P&DI•• Raff bali..., the bond require•nt.a far 
currently certificated iacen-:b«nga cc IJUie• lbould be the same 
aa for entrant•. I•- 1 of thia nc 1nd1tion 1ete forth the 
minimum requir..ante 1taff believe• 1bould be required to exempt a 
company from poating a ~Urety bond. ~ be conabtent. in the 
application of tbi1 criteria, U11tiag cc pniaa ahould be eubject 
to the - criteria. ~ IIIIPlY the criteria differently could be 
viewed ae diacrimiaatory. 

Therefore, pri-ry 1taff nc nd8 that each currently 
certificated intereacha-ga cc II"Y that i• providing prepaid debit 
card eervice and daeirH an alii I otion fro. the eurety bond 
require•nt ehould fila the nquilita date to Atiefr the five-part 
criteria in Iaaue 1 witbia 10 dap of the order nau ting from this 
docket. Thon currently e~rtificated ilit:arezcbaage companiea that 
are providing prepaid debit can earYiCII and cbooee not tO file 
for an e~ion fro. the ~Urety bond ~ill at, ehould eecure a 
eurety bond per the Cc •••ion'• deci1ion in Iaeua 2, within 60 
daye of the order raeultiag fro. tbi1 ~. 

IL*''RT'Y' g., 'D•DJ•• AD iatenxchengc c:r•ny that ba• been 
in operation and provided prepaid debit ca aervice for 36 
coneecutive montha -ld hav. - to the attention of 1taff 
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through n-roua ea~~plaiDta if tbe Hnice provided was not 
adequate. "nleH ca.pentea abnld be alla ad to -unue providing 
Hrvic:e without posting a baad. ~idiDg Hnice for that a.ount 
of u- ca.onatratea • &table ftnanclal &114 technical ability that 
staff believes ia sufficient to not require a bond. 

Furthei'IIOre, to require a baad f~ c:aniea that have not 
experienced probl- in pcvvidiDg prepaid it card Hrvice and 
have provided tbe Hnice for_. tllaa Jl ccaaaeutive -the could 
i111p0se an unnee&&Hry finaacial &114 adlliniatrative burden. The 
puzpoae of requiring tbe baad of •trent& ia to offer - type of 
protectioa to -n &f&ia&t a uaai•• tbat are possibly not 
finandally stable or .ay...,.. "D&IU'lal pnlbl-. Staff believes 
tbat to require a baad f~ esiatiag ec paniea that have 
de-atrated adequate Hniee &114 financial stability does not 
offer the ~r furtber ~ioa • 
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11• t• llhat other additi-1 ngulatioaa, if any, should be 
impoeed on intenxchenga CCIIIpllniae thet provide prepaid debit 
cards? 

QD'U •w.n: '=t=• 
i111p011ed on intenxchanga 
cards. (8,....,1 

110 additi-1 ngulatione should be 
COIIPIIIll•• thet provide prepaid debit 

U.OI 1 1'7!' 'P •Tifll• lntanxcbenga c:ooapaniee that provide 
prepaid debit c:uU .llbould be hound by the following additional 
regulations: 

1. A prepaid dablt card 8bollld heve, the expiration date 
printed on the face of the eud. 

2. A prepaid dablt eud llbould heve a clearly defined 
procedure for . the refund of unu1ad Hrvice. 

l. 'ftla Cc ••lCIII stculll •tullab a program of retailer 
educatiCIII by .July 1, 1tN, including the provision of signs, 
to advlH cuat-n to coatact the C t ••ion. with complaints 
about poor sarvlCI ~ PE&pald debit cards. Further. 
the c teelGD strulll HtUllab a retailer•• hotline ~ July 
1, ltll 'to aaula the ntailar to eeeulieb thet a provider of 
prepaid debit cud8 11 cutlflcated by the C:O..iesion prior to 
offering eucb cud8 in their etona. 

t. Bach priiPiid debit eud llbould include a toll-free 
CUet-r 8arvl01 • ' II' in ozdar to report trouble with the 
calling card, aad tlala CU.~r service llwlber should be 
included in the tariff of aacb lXC offering euch cards. 
(LIIIIIOJ 

n,.,.r avr '"''DI'• 

Ae -ntioned in the ca.. llacllga a •ncf (Ovarvi- of Current 
Regulation) , tba iiMiuetry tr8da u-latione are taking an 
increa•lngly active &Ole in trying to -n that ite -lllber 
c:ooapanle• an nepcaai.J»la coaporate citleane. Current trade 
ae10eiation actlvltl• laaludl developing voluntary guidelines 
which cover veri- aspect• of -r info~tion 1uch as 
including tba eJ~PiratiGD data, refund •chen!-, and cuetomer 
eervice nu.ber Clll the JDC &ad pcowiding retailer education 
progr.... In additlCIII, the riCIUt actlCIII by tba United States 
Telecard AeaociatlCIII to refund tba full r:r:r.:heH price of defunct 
cards of a nan-•• ller c ; any CUBA ca Ungl IIUggeeu that the 
legiti-te PDC ie-rl an trying to •right the wrongs• of 
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unscrupulous PDC i•-•· ITi~ staff • z nets this trend to 
i111prove illduetry studucla will caatta.. 

Moreover, tile utin telae mtcati0118 iJiclustry is moving 
towarda less aad le•• c.gulatiOil. '1M ncnat pa•Nge of the 
Telecc Olllication Act of UK i8 ~ aaotller indication of the 
-•nt towarda allOifiDt ..atp~ fOI'CIUI to goyem the 
industry. Giva tile h LID = 3 I' of liDC i8ners operating in 
Ploricla (141 and tile patutial tbat tile ac:tual ft\lelber of PDC 
is•uere .. y be 500 or .an, Claie ..net appear• to be more 
Cc:&piltitive thaD -t. Ia ...U.tioa, liDC prices haw fallen by 
approxi-tely fifty ,.nr It ill Uw ,_n, wbicb i• still another 
indicator that this ..Ut is quite ; rtitiw. 

To elate, tllen baw also bMD f- C1019laiate regaMing PDCn. 
'!hie fact, coupled with tile lazwe m 'II' of ccn;naies that provide 
PDCe, euggeste tbat tile tilrl ,... - for CIOTI8UTIIn to accept 
reeponeibiUty for tbeil' JIUI'CZIMiDII dec1810118. Jullt as an airline 
ticket -Y be- t!OI'tlal... if the carrieiE' goes bankrupt, PDCs 
carry the •- riek. '1M IIUI'cbaMr •llculll baw the noepoaaibility 
to examine tile qualiUcat'-e of tile MllV. 

Civea the iacnu.iallly ac:tiw nle of tile tiE'ade associations 
in Htting induatry •t_.., tile 1aEge m 'TIE' of PDC providers, 
price trenii:P in PDCe - tile lut Uw ,.an, aad the low 
incidence of c:o~~~plaint8, f~ c.gulatiOil does not a~ar 
necessary. Aleo, furtbel' c.gulatiOil tlallld be counter to overall 
tnnde ia the telae: ratcat10118 hOJ•try. 'lllenfon, no 
additional ngulat10118 llllould be 'TTSased Oil iatuuchange COIIIplnies 
that provide PDCs. 

AL*''""D' •arr '"&UP• 

Ideally, then ebould be a .-.r for citieeD8 .a.o experience a 
loss through the uee of f:1•1d debit cud8 to be made whole. 
CUrrently, the Telecc •a t10118 .... llen A8TTOCiat1on and the 
Prepaid eo..unicatione A8TTOC1at101l baw a voluntary refund policy 
in which their Mllben Mire good for loue• iacurnd by core-rs 
in oMer to promote public gcallwill. 

A Ppttiblc lplytigp 

A solution which has bsea d1801a.eed, altbougb not illlpl-nted 
as yet, is the estabUs' J!t of a lervice Aeeul'aace PUnd ISAPI. 
The Service Assurance PUnd tlallld be Unnr:ed by an additional 
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application fee fOr tboee c: ;aatea that wiah to provide prepaid 
debit card eervice~~. 1lle fuad could .be adldat.tered by a non
profit co~tloa or by the fCC or state ~iaaiona. 

'!'he additional applicatiaa f .. .auld .be collected only once 
and thua .be .ubataatially leaa tbaa the coat of a bond which would 
need to .be ~ntrAwad aa•1ally. ~bar, the SU', -ld be paid by 
all applicants aad aot jut tb:11 with waak flnancials, thus 
avoiding Ul)' budft' CO c z l'titlOD. 1lle SU' abo haa the 
advantage of .belag the Clllly IIOlutloa available to conau-ra who 
have expariaacacl a l011a, eftla if the c ..,.ny ~ntaponaible for the 
loas is uncertiflcatad lD the State of Florida. 

'!'he kay to .belag eU.lble for a refUDd fi'OII the SAF would be 
the point of eele. If Iiiia cud ware bought ia Florida, from a 
Florida ~nttaller, the cudllolder ~d .be la line for a refund if 
the provider ware to fall. A card purc:halld in another state would 
not be subject to refllllll by the ftorida SU'. 

1lle retailer .auld participate ia letting the consumer know 
that such a fuDCI - available lD tlia -t of a bankruptcy or due 
to the activiti.. of a crt•••l aate:rpriee. Bach of the trade 
asaociatioaa baa atfD·d-off OD tbls ~ropasal witb the caveat that 
they -ld p~ntfft' - type of 118Cbluli• that -ld provide a 
refund if the c· y pad-•• wltb ao violationa for a specified 
period. (Prepaid Cc mtcat~ A8aadatioa, 'l'alec:c.nunications 
Reaellera Aaaociatloa, aad the UIDltad 8tatea 'l'alacard Aaaociation. ) 

Due to the portable Datura of pr 11at.d debit carda acroaa state 
linea, a national fCC or trllde usaciatloa adldniatered SAF may be 
1110re practical. It ahould alao .be aotad that in order to i111plement 
a Florida specific SU', statutory autborlty -ld need to be 
obtained. 11bile ataff caaaot Mka a apeciflc recoanendation 
concerning a Service a...-- l'llad at tht. writing, we will 
continue to investigate tbla &~~Preach. 

An Iptcri• tnnrnesh 

ao.e coaa-r prot.ectloa strategies, abort of the Service 
Assurance l'llad, caa .be iiiiPl-tad at thla point in ti-. Baaed on 
diacuaaiona with other atata regulator• c... Caee Background) and 
alternative ataff'a- p&ftlaptioaa, the following .. a1111rea should 
be required: 

1. A p~ntpaid debit card abnld have the expiration date 
printed oa tba face of the cud. A failure to do ao could 
result in a willdfall profit for ca.peniea who authorize a 
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abort activatloa period for the card& without notifying 
cuat-ra. 

2. A prepaid debit cud • wl-1 heva a clearly defined 
procedure for the nfuad of -•d ~~RYlee. Tbb infoi:1Mtion 
should be available f~ the pco¥lder and f~ the retailer. 

3. The C t uloa llbauld utalieb a progru of retailer 
education by oJUJ.:r 1, 1tN, illaJu4hll the provision of signa, 
to advi• CU8ta re to aoatact the C iaaion with co.plainta 
about poor Mrvioe ~~ pcapdd debit card&. Further, 
tbe C~iaaion abauld u lab a retailers' hotline by July 
1, ltt6 to eMble tbe retailer to eeteblleh that a provider of 
prepaid debit CU'da ie ae&'Clflcated by the eo..iaaion prior to 
offering ncb CU'da ill their atone. 

4. Bach prepaid debit cud IJbDIIlod include a toll-free 
euet_.r 8ervloe • tlr la cmiB to report ti'OUble with the 
calling cud, and tble ~ lervlce lllmlber should be 
included ill tbe tariff of eecrla UC: offering such cards. 

There i8 general can-eue wltbln the iaduetry that regulation 
in the prepaid debit cud tn*:aetr:r i.e IIICiet effectiva at the •point 
of .. 1e. • .. tailera c. lie beet coatected tUo\lgh their state or 
regional •rketlag offiau Cure -t •zcbeNit.alng decisions are 
•de. ...11 - 1111111 pap lltORa _,. lie ..,.rloolted, but 110at cards 
are sold in retail outlet& and aoa¥'eDleace atwaa which have 
•rating divieiona. Attar tile •ala C&lliDIJ" debacle (IIIOat of 
their card& .. n IICil4 l:bnugb lt-llart,) it bu bece~•• clear that 
large •rchaNU•n en u wJIMIZ'Ule to debit card loaaes aa 
-11 pi:'Oprietor·o•llad buet=e••• and will be eagar to find ways to 
•ini•iae their liebillty. ( ... Attad nt 11 The point of sale 
signa would act .. cb like tile iDMrta DOW pco¥ided in phone billa. 
Since this pEoduct •Y lie ued II¥ ladlvlduale tbat do not subscribe 
to b4aic aervice, a - 1fP1 aach to c:anr r education ia needed. 

The trade aaaociatlona an in general agre-nt with tbeae 
provisions, and 110at aaaCic:iatlon •ulan would probably follow 
tbeae principl .. on a vol 11Dt&KY baele. Altarnatlva staff• a concern 
nata with t._. pnpald dliblt cud pco¥idara tbat .. y have 
something other than ethical buelnaaa cb~ectlvaa. Consequently, 
alternative staff believes the •a,. requira •~ts will not 
.. terially incra ... the operat:lag eJIIIDMa of lagiti•te providers, 
but will provide ._. ell t Of pcDt:ection agaiaat: UDSCrupuloua 
PDC providers. Ordiaadly, altarnatift etaff would favor allowing 
the .. rket to diecipliaa tiebavior. In tbla c ... , llcMMvar, there ia 
currently inadequate --r laf-tion about PDCs. Moreover, 
there ia no real -Y to nacb PDC ueen abeaat placing info~tion 
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II" '' Sbould tlale daclret 1111 cloeed? 
j ...... .,. w ... 

mrp W!zDH• w... If - pena11 ullan eulllltantiel intereeu 
en affected Ul .. a pzot8K wida 21 dare of tbe ieeurnce date of 
tbe order fn. thia nc sndetiaa, thie docket abould be c:loaed. 
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