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The Public Utility Commission of Texas (commission) adopts new §26.34 relating to Telephone Prepaid
Cdling Services with changes to the proposed text as published in the April 7, 2000 Texas Register
(25 TexReg 2884). The new rule is necessary to implement provisions of the Public Utility Regulatory
Act (PURA) 8814.002, 15.023, 17.004, 17.051, 17.052, 55.253, 64.051, and 64.052 (Vernon
1998, Supplement 2000), which grant the commission authority to make and enforce rules reasonably
required in the exercise of its powers and jurisdiction, impose adminidrative pendties againgt an entity
for violation of a rule adopted under PURA, adopt and enforce rules as necessary and appropriate to
establish adequate customer protection standards, adopt registration requirements for all non-dominant
telecommunications carriers, require regigtration as a condition of doing business in Texas as well asto
establish customer service and protection standards, and grant the commission al necessary jurisdiction
to adopt rules regarding the information a prepaid calling services provider must disclose to customersin
relaion to the rates and terms of service for prepaid caling services offered in Texas. This new section

is adopted under Project Number 21424.

A public hearing on the proposed section was held a the commission offices at 10:00 am. on Friday,
May 26, 2000. Representatives from Southwestern Bell Telephone Company (SWBT), MCI
Worldcom (MCI), AT&T Communications of Texas, L.P. (AT&T), JD Services, Inc., Internationa

Telecard Association (ITA), Sprint Communications Company L.P. (Sprint), Office of Public Utility
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Counsd (OPUC), and Consumers Union attended the hearing and provided comments. To the extent

such comments differ from the submitted written comments, such comments are summarized herein.

The commission received comments on the proposed section from Sprint, SWBT, AT&T, OPUC,
MCI, JD Services, Inc., Americatedl Corporation (Americatel), Consumers Union and Texas Legd
Sarvices Center (collectively Consumers), Telecommunications Resdllers Association and Southwest
Competitive Teecommunications Assocition (collectively the Associaions), and GTE Communications

Corporation (GTECC).

General Comments

Consumers supported the published rule and favored the registration requirement noting it is necessary
for compliance and enforcement. Consumers aso noted the rule makes it easier for customers to shop

for caling cards and impacts nearly al cusomersin the state

AT&T dated the commisson should concern itsdf with developing rules which protect customers,
establish broad disclosure requirements, and determine technical standards while not hindering the
efforts of legitimate providers. AT& T supported the customer protection and registration requirements,
but stated the rules should dlow legitimate companies the flexibility to market their products as they
choose. AT&T expressed concern that the proposed rules micro-manages prepaid services companies

and may impede competition. AT& T stated a reasonable rule should not deny providers the ability to
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make decisions about marketing, packaging, and disclosure in the manner best suited to the company.

JD Services noted it supported al of the comments submitted by AT&T.

The Associations commented that the rules were overreaching and ingppropriate for discretionary
services emerging in a competitive market and urged the commission to recast severa provisons more
generdly. The Associations asserted the specificity of the rule would be costly to providers who have
nationa platforms, card, and programs. The Associations and AT& T argued the specific obligations

would burden legitimate providers while providing negligible benefits to cusomers.

Nevertheless, the Associations agree that customers do have aright to know what they are purchasing
before they buy and should be fully informed about the service they receive. The Texas Resdlers
Association's Prepaid Calling Cardholder's Bill of Rights offers providers latitude in how these
obligations are implemented. The Associations suggested the commission's rule use the same gpproach.
The Associations and JD Services aso dtated the key to protecting the public is education and

enforcement.

At the public hearing, ITA noted its indusry enforcement efforts which utilize a consumer hatline to
attempt to resolve customer disputes before they are forwarded to state commissions, the Federd
Communications Commission (FCC) or the Federd Trade Commisson (FTC). ITA dated it dso

sends out scam derts to members and recently adopted voluntary disclosure guiddines for its members.
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Consumers argued againgt companies assartions that prepaid caling services are highly competitive and
discretionary. Consumers noted that while many prepaid calling services companies exis, the market is
not effectively competitive if customers cannot evaduate their purchase options. Consumers noted
Senate Bill 1020, 76™ Legidative Sesson (SB1020), intended to facilitate customer choice and stated
that once customers can compare information, the market can begin to compete on price rather than
confuson. Consumers aso noted that households without phone service must rely on prepaid caling

cards, therefore these services are not discretionary to these customers.

The commission concludes that the proposed rule is not overreaching. Problems in the current market
resulted in the legidation the commission is required to implement. The commission has used other state
rulesto mode the published rule and afforded national providers ample opportunity to participate in this
proceeding. Additiondly, the commisson agrees with parties assertion that education is important in
customer protection, and notes that education would be fruitlessif customers did not have the disclosure

necessary to protect themselves.

Subsection (d)

ITA commented that the definition of a prepaid caling services company is too broad. ITA noted
ditributors who distribute their own cards with persona identification numbers (PINS) purchased from
a prepaid services company should not be subject to this rule since the prepaid services company, and

not the digtributor, provides the time that will fulfill the PINs.
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The commission declines to amend the definition of a prepaid caling services company and determines
that a distributor as described by ITA is subject to thisrule. A distributor producing calling cards must
be in compliance with the disclosure requirements of this rule and a distributor purchasing PINs from a

prepad calling services company is responsible for ensuring the caling cards are functiond.

Sprint, AT&T and ITA commented that a customer generdly does not pay a prepaid cdling services
company directly, but rather pays a retaler and suggested the definition of prepaid caling services
account should be adjusted to account for the transaction between the retailler and the customer.

Consumers agreed with this assessment.

The commission agrees with parties about the role of aretailer and modifies this definition to account for

the transaction between aretailer and acustomer.

Americatel recommended the definition of prepaid caling card be modified to include the entire item a
customer receives upon purchase of a prepad cdling sarvice induding packaging.  Americate
contended this would ensure that al relevant information is provided to customers without costly

duplication.

The commission declines to implement the proposal for the definition of prepaid calling card, and notes

it is often left to the discretion of a retaller to determine what information is available to customers,
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therefore, a calling card company cannot ensure that packaging or any other disclosure will be provided
to customers. Additionaly, many commenters noted customers do not keep packaging materias. In
order to ensure adequate disclosure is readily available, the commisson makes no change to the

definition of cdling card.

ITA suggested the requirement to disclose recharge rates should include a disclosure for new

surcharges.

The commission agrees with ITA and modifies the definition of recharge accordingly.

Subsection (e)

Americatel, the Associaions, and AT& T believed disclosure requirement for billing increments in three

places was excessve. Americatd and AT&T daed providers should be given the flexibility to

determine where information is provided.

Consumers disagreed with companies suggestion that providers be dlowed to determine where rate

information should be disclosed. Consumers noted the displays may not be adequate and noted

AT&T's comments that customers are unlikely to take notes at the point of sde.
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The commission agrees with Consumers and notes severa providers comments regarding the difficulty
in ensuring adequate disclosures are provided to customers, including comments that customers discard
packaging and that point of sde displays are subject to a retaller's discretion.  Therefore, the

commission makes no changes to the requirement of subsection (e)(1).

AT&T proposad the requirement to disclose billing increments on cards be deleted due to the finite

gpace of acdling card.

The commisson finds information on hilling increments is important for cusomers to determine the true
vaue of the card they are purchasing. Some companies bill calls at an increment that does not reflect
the actua amount of time on the call. Other companies bill cals at increments that exceed one minute.

Thisinformation is absolutely relevant in determining the true vaue of a card and the true cost of acdl.

ITA commented that a circuit is open as soon as the access number is dided and customers should not

be charged at this point.

Sprint commented that unanswered calls should be considered open circuits and be billed accordingly.

Consumers disagreed with Sprint and noted that customers expect not to be charged for unanswered

cdls.
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The commission determines that unanswered calls should not be charged againgt a prepaid calling
services account, and amends the subsection to indicate only completed calls may be charged against a

prepaid caling services account.

AT&T recommended the requirement to maintain published tariffs be omitted for internationd calls due
to the volatility of the internationd long distance market. AT& T stated maintaining internationd ratesin
tariffs would make it adminigratively burdensome and suggested only the toll-free customer rate
information telephone number be the only source required to maintain accurate internationa long

disancerates.

The commisson acknowledges the volatility of the internationd long distance market, and amends
proposed §26.34(€)(4) to indicate only domestic rates and domestic and international surcharges must
be kept current in commission filings. The commission adds new §26.34(€)(5) to address international
rates. The new section requires companies to maintain records of internationd rates and ensure the
information is available to customers through atoll-free telephone number. New 826.34(¢e)(5) continues

to require an annud update of internationa rates to the commisson.

Sprint commented recharge rates should remain consgtent to avoid confusing customers and add
additional adminigtrative burdens to providers. AT&T disagreed and noted some rates change over

time.



PUBLIC UTILITY COMMISSION OF TEXAS PAGE 9 OF 46
SUBSTANTIVE RULES. CHAPTER 26. TELECOMMUNICATIONS.

The commisson dlows sufficient flexibility in this rule to dlow providers discretion in determining
whether or not they want to change recharge rates and submit updated tariffs. The rule continues to

alow changesin recharge rates, so long as domestic recharge rates are filed with the commission.

ITA requested the commission include a definition of call detall records.

The commisson concludes that the description of cal detail information is sufficient so no need exigts for

adefinition of cal detail records.

SWBT commented routing/sgnding identifiers are used internaly by prepaid caling services companies
in dally business operations and should not be included in call detail data information as they are not

beneficid to cusomers.

The commission agrees with SWBT and deletes the request for access identifier from the cal detall data

information.

AT&T recommended only the area code and exchange of the caled telephone number be provided in
response to requests for cal detall information in order to protect the privecy of customers. AT&T
commented it was unable to identify whether alegitimate prepaid caling services customer is making the

request; therefore, prepaid caling services companies should not be required to provide full telephone
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numbers. AT&T asserted service providers should be alowed to develop their own policies for

verifying the legitimacy of the source requesting that proprigtary information be divulged.

MCI supported AT&T's request and noted the expectation of customers purchasing prepaid calling
cardsisthat they and who they cdl are rdaively anonymous. MCl aso stated that going back five calls
and providing only area code and exchange information is reasonable enough to alow a customer to

determine whether they have been charged correctly.

The commission concludes that the call detail provided to customers upon request shdl include the full
telephone number dided. The reduction in value of a prepaid caling services account is equivalent to
long distance charges hilled to a customer's home or business phone. If the value of a customer's
prepaid calling services account is reduced, the customer is entitled to know to what phone number the
charge was attributed. No amendment is made to proposed 826.34(e)(5)(B), which is now
§26.34(e)(6)(B). Additiondly, the rule dlows sufficient flexibility for a provider to develop its own

policies for verifying the legitimacy of the source requesting the information.

ITA and D Services recommended the commission require detail records be maintained for three years

to establish congstency with federa requirements.
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Americatd recommended the two-year period for maintaining call detail information be reduced to one
year from the date of purchase of the card. Americatel's experience showed customers do not request

such information after two months from the purchase of the card.

Consumers noted other commission rules require billing records be kept for two years.

The commission currently requires other billing records be retained for two years, and the rule does not
prohibit a company from maintaining records for a longer period, if required federdly. Therefore, the

commission makes no changes to this requirement.

Subsection (f)(1):

Americatel noted that impostion of font Szes and requirements for disclosure of taxes and hilling
increments are overly condtrictive and may be impractical given the physica card size and the amount of
information that aready appears on cards by convention. JD Services noted that the specificity of this
rule could create unreasonable costs for providers who may be forced to create different cards for each

state.

The commisson determines this rule is consstent with other state requirements and notes its use of

exiging rules in other dates as a modd for this rule. The commisson aso reviewed the nationa
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voluntary guiddlines provided by ITA and has amended the rule in severd aress to be consstent with

those guiddines. The commisson addresses Americatel's concerns later in this preamble.

AT&T, the Associations, GTECC, and MCI recommended eimination of the eight-point font

requirement and requested the term "legible’ be substituted.

SWBT expressed concern that the font size requirement would limit the ability of companies to market
bilingud prepaid cdling cards in Texas and suggested a waiver of this requirement for bilingua caling
cards so providers could determine the font Sze necessary for legibility and mesting the disclosure
requirements. SWBT dated its Sx-point font Sze is legible and commonly used on credit cards and
driver's licenses and should be acceptable for prepaid caling cards. Internd "demo” cdling cards
produced by SWBT showed the rule requirements could not be made for bilingual cards, but some
modifications could be made in single language cards. SWBT dso noted it did not bdieve font sze to

be an issue in the abuses that have been discussed.

In response to SWBT, Consumers provided a visud comparison of eight and six-point font to refute the

clam that font Szes smdler than eght-point can be legible.

At the public hearing, AT& T noted that copying machines reduce the sze of a font and made the
example provided by consumers union inaccurate in portrayd. AT&T presented an actua card using a

font smdler than eight points and noted its legibility.
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AT&T, D Services, and SWBT commented the font size would make it impossible for providers to fit
al the required information on a card without enlarging the Size of a card to something that would not fit
inawadlet. JD Services provided a sample printing which indicated a need for a border, reducing the

amount of available space on acdling card.

Findly, JD Services noted a list of requirements from the Federa Communications Commisson (FCC)
that must be met and fet the information on its cards meets federa mandates. In reply comments

AT&T and SWBT researched thisissue and did not discover any FCC regulations for caling cards.

ITA noted the font requirement would diminate hierarchy of importance for information on caling cards.
AT&T noted information on some cards is made to stand out by using different font sizes and noted that

very prescriptive font sSizes could be problematic.

In supplemental comments AT&T noted that the Washington rule, a modd for discussons about
bonding requirements, adopted a "legibly printed’ standard inits rule. MCI aso noted the commission
used alegible standard in the damming rules (826.130) that alows the commission to determine what is

legible in enforcement proceedings.

At the public hearing, Consumers asked industry participants if they would oppose requirements that

only certan, indead of dl, information be in a specified font sze. In supplementd comments,
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Consumers suggested the commission should a minimum, impose eight-point font requirements on the
price, access numbers, and pin numbers. Consumers noted that the samples distributed at the public

hearing did have such information in Sgnificantly larger type Szes.

The commission modifies the font sze requirement to mandate that only toll-free cusomer numbers,
maximum rates, and identification of inactive cards be provided in a minimum of eight-point font. Font
sgze minimums for other information are set a five-point. The commission notes, no party indicated a
need for a font Sze smdler then five. Additiondly, the commisson adds the stipulation that the font
sdected must belegible. In establishing minimum font Szes, the commisson il provides prepaid caling

services companies some flexibility while ensuring information is properly disclosed to cusomers.

In discussions about font size requirements, JD Services dso commented that the front of the card is
unavailable for the purposes of complying with this rule because the front of the card is determined by

contractua agreements with distributors and generdly is used for logos and artwork.

In supplemental comments, AT& T recommended the commission not adopt a rule that would require
moving some information to the front of the card and noted this would conflict with industry standards

and confuse customer's.
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The commisson's response to font Size should aleviate the concerns about information spilling over to
the front of the card. However, the commisson notes, there is no rediriction to providing some of this

information on the front of the card.

AT&T commented the rule's requirement that dl information on a card be in the same language as that
in which acard is marketed may sgnificantly limit the availability and marketing of caling cards to some
Texans. AT&T noted that the rule would prohibit al cards, advertissments, or anything related to
cdling cards from having more than one language as two languages would automaticaly violate the rule
and cdling card companies would be punished for trying to reach a broader base of cusomers. AT&T
recommended the commission omit the first sentence of subsection (f)(1) or limit its gpplicability to

marketing efforts where 30% of the marketing effort has been trandated into another language.

JD Services commented that the font requirements would make it impossible to create bilingud cards

and pointed out thet retailers prefer bilingua cards due to difficulty in sdling cards available in only one

language.

The commission has amended the font Sze requirements and amends (f)(2) to dlarify that bilingua cards

are permissible so long as dl the information is avallable in both languages.

The Associations commented that the requirement to disclose gpplicable taxes is virtualy impossible to

comply with because of the portability of prepaid caling cards. AT& T suggested a generd disclosure



PUBLIC UTILITY COMMISSION OF TEXAS PAGE 16 OF 46
SUBSTANTIVE RULES. CHAPTER 26. TELECOMMUNICATIONS.
that services, surcharges, fees and taxes may be gpplied and a toll-free customer service number for

customersto cdl for more detailed information.

At the public hearing, JD Services provided an extensve list of taxes it is reponsible for and noted it
would be impossible to print them dl. JD Services noted the rule is unclear as to which fees and taxes

must gppear on the caling card.

The commission clarifies the confuson as to which fees, surcharges, and taxes must appear on a caling
cad by providing a definition for surcharges.  The définition is crafted from the voluntary guiddines

provided by ITA.

Americate commented that the vaue of the card in minutes depends on the destination caled and that
the requirement for cards to contain "the vaue of the card, including charges for al services, surcharges,
fees, and taxes, if applicable, expressad in minutes' is impractical, if not impossble, to achieve and

should be diminated.

ITA commented that variable fees would make this proposal impossible to fulfill and noted that requiring
the vaue of a card to be expressed in minutes is only informétive if there are no other surcharges. ITA
recommended the value of the card be expressed in dollars or units with information about other

charges.
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AT&T objected to the requirement that the value of the card be expressed in minutes because AT& T
offers customers a choice of purchasing prepaid cards in minute, unit, or dollar valuations. AT&T dso
objected to the specific line placement requirements for per cal charges. AT&T suggested the rule
dlow the vaue of the card to be expressed in minutes, units or dollars, and companies be alowed
flexibility to disclose per cdl charges wherever a provider chooses. AT&T further suggested that this

subsection of the rule apply only to domestic cals due to the congtant fluctuation of internationd retes.

GTECC's experience showed no complaints relating to customers not being aware of rates, and
applicable surcharges and fees and recommended that al charges other than the face vaue of the card

be printed on the card packaging in lieu of the card itsdlf.

Consumers disagreed with Americatel's request and stated that the dollar value of a card tells customers
nearly nothing. Consumers argued rate information must be expressed in minutes in order to be
compared to other cards. Consumers aso disagreed with GTECC and noted the actions taken by the
Office of the Attorney Genera againgt Sam's Club for falsely advertisng 120 minutes of cdling time and
arate of 15 cents per minute, and for failure to disclose pay phone surcharges. Consumers stated that
due to the retaller's discretion for making available point of sde information, rate information must be

printed on the card, or in the aternative, on the packaging.

The commission amends paragraph (f)(1)(A) to allow providers to choose how to express the value of

acard. However, the vauation of the card and any applicable surcharges must be expressed in the
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same forma. For example, a card whose vaue is expressed in units must dso list any applicable
surcharges on the card in units. The commission anticipates thiswill provide customers some assstance
in determining the true vadue of a cdling card. Additionaly, cards whose vaue is identified in minutes
mug indicate on the same line or the line immediately below whether the minute vaue is based on

domedtic or internationd cdls.

Americatel requested clarification on whether the requirement to disclose the maximum cost per minute
for locd, intrastate and interstate cals requires the disclosure of the first minute which often includes a

connection charge or just the maximum per minute rate.

Consumers replied thet if the initidl minute cogt is different from the rate per minute, it should be

disclosed to customers.

The commission finds thet if the cost of aone-minute call is higher than the rate per minute, the minimum
cost of a cal must dso be printed on the card in order to indicate to customers whether cals have a

minimum greater than one minute.

GTECC noted that the vaue of printing the maximum cost per minute only exigts in the absence of the

packaging or point of saleinformation.
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The Associations commented that the commission does not have jurisdiction to require the disclosure of
interstate and international cals and stated providers should have discretion about where to post rate

information due to the sze of the card.

Sprint suggested the toll-free number for obtaining Internationd call prices be printed on the packaging

rather than the card.

Consumers disagreed with the Associations and noted that SB1020 and Senate Bill 86, 76" Legidative
Session (SB86) granted the commission broad authority to prevent mideading and fraudulent marketing
practices by tdecommunications providers. Consumers aso disagreed with Sprint and noted that

customers do not keep packaging and will not have away to determine cal rates before acal is made.

The commission finds that price disclosure is essentid and must be readily available a dl times
Therefore, the commission does not amend this provision in proposed (f)(1)(D). However, due to font
requirements, this section now appears as (f)(1)(A)(2). As previoudy noted, prepaid calling services
providers have little control on what the retailer presents to the customer outside of the card itsdlf due to
gpace condraints and smple choice. Because of this lack of control of the distribution of other
informationad materid, the commisson concludes such information must be printed on the caling card.
Additiondly, while the commission has limited authority regarding internationd rates, the commisson

does have authority over the disclosure of information on caling cards.
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GTECC suggested it would be appropriate to have the access telephone number and PIN printed on

the card. Consumers agreed with GTECC's suggestion.

The commission concludes this information must be disclosed as part of the instructions on how to use a

caling card correctly.

AT&T objected to the requirement that a calling card without an expiration date be active indefinitely
and dtated this could impose significant costs due to the tens of millions of cards dreedy in circulaion
without expiration dates. AT& T noted it reuses PINs and mandating cards without expirations dates to
remain in effect into perpetuity would diminate AT&T's ability to reuse PINs. AT& T suggested the
commission adopt language smilar to the Horida Public Service Commission rule which sets a one year

minimum activation for cards without an expiration dete.

ITA suggested that an expiration policy instead of an expiration date should apply and agree that the

omisson of this policy should be consdered as making the card active indefinitely.

The commission amends proposed subsection (f)(1)(F) (now (f)(1)(B)(iv)) to dlow for an expiraion
date or policy to be stated on caling cards. The commission acknowledges the concerns of providers
who are currently circulating caling cards without expiration dates and has amended subsection (1) to
alow sx months for cards currently in circulation to come into compliance. However, the commission

does expect that cards produced and distributed after the adoption of this rule will be in compliance
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with this rule.  Additiondly, the commisson will use its discretion in investigating some complaints of

non-compliance.

GTECC suggested it is sufficient to print the indication thet a card is inactive on only one side of the

card.

The commission finds it is important for customers to know a card is inactive before purchasing the
card. Because displays cannot guarantee the gppropriate information will be displayed to customers

before purchasing cards, the commission has required this information be visble on both sides of a card.

Subsection (f)(2):

AT&T gaed mandating the publication of identica information in three locations was overreaching.
AT&T and GTE proposed the rule be amended to allow providers to disclose the required information

on the packaging or in the point of sde display.

Americatd requested clarification on whether these requirements applied to both packaging and posters
or other materids displayed prominently at the point of sde or whether disclosure in one or the other is

sufficient.
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JD sarvices argued that the requirements for packaging and point of sde disolays may not be relevant
snce most customers rip the packaging apart or do not stop to read and take note of point of sale
displays. Additionaly, JD Services noted that some vendors do not provide point of sde displays or

packaging for their cards due to limited counter space.

Consumers opposed parties suggestion that disclosures only occur in one place and suggested the
commission adopt the Washington state requirement that calling card companies contract with retailers

to ensure that information required at the point of sdle will be visbly displayed.

Subsection (f)(2) is written using the conjunction "and" therefore packaging and point of sde displays
must both be in full compliance. The commission notes the rule does not mandate that packaging and
point of sale displays be made available to customers, but smply notes the disclosures that must be
made if these materials are provided. Because severd commenters noted that packaging or point of
sde displays may not be avalable to cusomers, the commisson requires this provison on both
materials to ensure that whichever is provided has adequate disclosures. While the requirements may
be irrdevant if packaging or point of sde displays are not available, the requirements are rdevant to

ensuring that where packaging or point of sde displaysis available, proper disclosure is made.

AT&T and ITA suggested the font requirement for the packaging be removed. AT&T suggested the

requirement be replaced with the term "legibly printed.”
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The commission declines to remove the font requirement from the packaging materia because there is
no Sze limitation on packaging materid that would prevent a prepaid caling services company from

complying with this section. Packaging materid can be folded to the sze of the card itsalf.

AT&T commented the proposed rule dready requires the value of the card be placed on the caling

card and should not be required to be placed in packaging or point of sale displays.

The commission removes the requirement to place the value of cards on packaging and point of sde
displays in order to dlow providers to mass-produce these informationa materials without having to
Specidize materids for each denomination of card. However, a ligt of applicable surcharges must be

provided on dl packaging and point of sale displays.

ITA commented that a statement of liability regarding loss or theft is condescending to customers.

The commission disagrees and notes the provision actualy relieves providers of ligbility due to loss or

theft.

AT&T commented cusomers are wdl aware of the contact information for the Public Utility
Commission due to notice inclusion in every telephone hill and directory and stated there is no need to
require this information in packaging where there is limited space or point of sde. AT&T dso noted a

lack of control of digplays by vendors and retailers and stated this information may not be conveniently
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located to be useful. AT&T suggested this requirement be sricken as customers would not be

pregjudiced or deprived without this contact information in the packaging or point of sae display.

Consumers disagreed with AT& T and noted that many prepaid caling card users do not have home

phones, therefore do not have telephone directories and do not receive phone bills.

As Consumers noted, many customers utilizing prepaid caling cards do not have phone service and
have no other way of obtaining commission information. In general comments, parties stated education
isimportant in helping to protect customers. Customers must be educated about the commission's new
authority to assst cusomers in resolving complaints with prepaid caling services companies.  This
education of customers is the responshility of the commisson and providers. Therefore, the

commission makes no changes to this requirement.

Subsection (Q)

ITA suggested the verbd disclosure requirement not be effective until a vaid PIN is provided. ITA

recommended the vaue be dlowed to be sated in domestic minutes, units or dollars to avoid

misrepresentation to customers.

The commisson concludes that a cal cannot begin without accessng the provider and providing

account information first.  The commisson declines to require a vaid PIN before providing verba
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disclosures as some accounts do not use PINs. However, the commission modifies subsection (g) to

alow account information to be expressed in dollars, billing increments, or domestic minutes.

Subsection (i)

The Associations supported the revisons made to this subsection between the strawman and the

published verson.

AT&T requested the commisson darify whether "inquiry” includes both customer questions and
complaints and proposed language to extend the deadline of ten working days indefinitely for resolving
an inquiry or complaint. JD Services supported AT& T's comments and noted that some complaints are
not easly resolved because it is difficult to contact customers due to incomplete information and the

anonymity of prepaid callings services cusomers.

ITA commented that the ability of a customer to request a response to complaints in writing may be
used as a form of blackmail to extort "freg' time from a company since the expense of providing a

written response is more than that of issuing anew card.

The commisson concludes that the very definition of an inquiry implies a question. However, the

commission does amend subsection (i) to address complaints as well and adopts part of AT&T's
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proposal. However, resolution time is redtricted to 21 working days from the date of receipt of a

customer complaint.

Subsection (j)

The Associations stated customers should firgt verify they purchased service by providing the persond
identification number (PIN) associated with the card and customers should only be able to receive
refunds or equivalent service while the card remains active.  The Associations asserted that without

these conditions, the commission may inadvertently open providers to unnecessary abuses and scams.

The commisson's policy on customer refunds for al services entitles cusomers to receive refunds for
however long the customer's records indicate arefund is due. In cases where the customer must obtain

records from aprovider, a provider is only required to retain records for two years.

Subsection (k)

GTECC recommended deleting the requirement in (k)(1)(A) that a prepaid caling services company
terminating operations in Texas notify customers whose address is on file with the company of the date
of termination and how they can receave refunds. GTECC argued most prepaid cdling services

companies have no way of knowing who purchased their card.
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GTECC ds0 suggested ddeting the "billing" reference requiring prepaid caling services companies to
provide the commission with aligt of known names and identification numbers used for billing and debit

purposes because the nature of prepaid servicesis advance payment and a customer is not billed.

Finaly, GTECC recommended that companies be alowed to report unused services to the commisson

in minutes, units or dollars.

The commission declines to change any of the language in subsection (k). The requirement that prepaid
caling services companies provide addresses indicates the requirement is only gpplicable to companies
who have some customer addresses on file. Additionally, some prepaid calling service companies have
a continuing relationship with customers and hill customers, therefore service is only prepaid after a
customer is hilled. Findly, the report submitted to the commission requires reporting in minutes (if
goplicable) and dollars. The commission determinesiit is unnecessary to request any other units, so long

as the ultimate dollar amount is reported.

Subsection (1)

AT&T, ITA and MCI proposed that existing cards, packaging, and point of sdes displays be
grandfathered for an additiond 90 days after the effective date of the rule to alow companies to phase
in the production of new cards. AT& T aso noted that some cards may never bein compliance with the

new rules since customers continue to recharge their cards.



PUBLIC UTILITY COMMISSION OF TEXAS PAGE 28 OF 46
SUBSTANTIVE RULES. CHAPTER 26. TELECOMMUNICATIONS.

As noted previoudy, the commission acknowledges the concerns of providers who are currently
circulating cdling cards that are non-compliant and has amended subsection (1) to dlow six months for
cards currently in circulation to come into compliance. However, the commission does expect that
cards produced and digtributed after the adoption of this rule will be in compliance with this rule.
Additiondly, the commission will use its discretion in investigating some complaints of non-compliance.
The commisson notes that customers who are content with service enough to continue to recharge
cards are not likely to have problems with the current disclosures on their cards and less likdly to file

complaints about the card.

Bonding Requirements

At the public hearing, Consumers raised the issue of bonding. Consumers noted that SB86 provided
the commission authority to ensure that telecommunications providers have the technica and financid
resources to provide adequate service in Texas. Consumers stated some providers must aready meet
such requirements at the commission, and suggested that other prepaid calling services providers who
were not dready captured by some commission financiad requirement should be required to meet

financid standards aswell.

In supplemental comments, OPUC and Consumers stated customers must be able to protect

themsdves from future mass defaults with some form of financid assurance and supported the
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aoplication of financid reguirements such as those imposed upon aggregators in the eectric industry.
Consumers aso supported the use of the Washington state rule as a modd for establishing financial

standards for prepaid caling services companies.

AT&T noted the commisson must consider whether or not bonding issues could be introduced into this
project without creating problems with the Administrative Procedures Act (APA). AT&T aso noted
contractua issues between providers may be afactor in the bonding issue. AT& T asserted that PURA
§855.253 makes no mention of bonding issues and the scope of the origina notice for this project does

not includethisissue. AT& T suggested more time and discussion was needed on thisissue.

MCI dated the commission does not have authority to require prepaid calling companies to post a
performance bond and noted the commission had not provided sufficient notice to promulgate such a

requirement in this project.

However, AT&T and MCI dated they did not object to the commission's adoption of a requirement
that is conastent with the requirements of Washington state which alows companies with a corporate
debt rating according to Standards & Poor of BBB to be able to rely on that rating in lieu of being
required to post a performance bond or establish specific deposit accounts. MCI aso noted waivers to
bonding provisons would be necessary so national companies would not have to post bonds for 50

states.
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AT&T recommended the commisson not use the gpproach of §26.111, Standards for Granting Service
Provider Certificates of Operating Authority. While AT& T has been unable to verify whether any of the
options provided in §26.111 could have been obtained by Twister, AT& T doubts it could cover a $20
million debt. AT&T dated the commisson should avoid a result thet pendizes companies that have

provided good service due to bad actors.

SWBT gated they did not oppose bonding requirements smilar to those used in Washington State as
they did not appear to prohibit market entry. However, SWBT noted the following threshold issues that
must thoroughly be examined:

(A)  What are the exact bonding requirements proposed?

(B)  What entity will assume respongbility for the administration of the program?

(C)  How will daims against the bond be handled?

SWBT commented that bonding might be an adminigtrative burden for the commisson who would have

to issue refunds and adminigter the funds.

The commisson determines that additiond time is needed to discuss this issue thoroughly. The

commission will consder bonding requirementsin a future rulemaking.

Informing the commission of possible disconnections
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At the public hearing, Consumers proposed that underlying carriers preparing to terminate service to a
cdling card provider should inform the commission of its intent. Consumers recognized that underlying
carriers are not ultimately responsible to customers but noted the larger public interest would be served
by this action. In reply comments, Consumers eaborated on this suggestion and recommended the
commission notify customers through the media that a company's particular products are no longer
active because without notice customers will continue to buy worthless cards.  Consumers cited the
recent Stuation with Twister and noted the commission was not fully informed of the Stuation until nearly

aweek after MCl suspended service to Twister.

OPUC supported a requirement that prepaid caling card companies notify the commisson after a
carrier suspends its servicee.  OPUC noted that retailers and customers should be warned to stop
purchasing cards that will soon be useless, but noted the bonding requirement appeared to be a smpler

dterndtive.

Industry participants noted more time was necessary for discussion of this provison.

JD Services was not opposed to this suggestion, but noted this would have to occur before an

interexchange carrier (1XC) or provider chose to take legd actions for collections of debts due to the

regrictions on public information disclosures for pending lega cases.
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AT&T expressed concern about imposing natification obligations that might subject 1XCs to continued
financia loss and is not aware of any other industry where a wholesde provider is obligated to provide
notification to end-use customers on behdf of a client. AT&T aso expressed concern about legd
ligbility issues and noted that 1XCs may not aways know in which states a provider is operating.

Findly, AT&T expressed concern that thisissue was not properly noticed in this rulemaking proceeding.

MCI asserted the commission does not have authority to require network providers to notify the
commission before terminating service to a prepaid caling services company. MCI questioned the
purpose that would be served by this process since the network provider has no regulatory obligation to
serve the customers. MCI noted that a wholesale provider does not always know if services are being
provided to the end users customers and assumed the commission does not intend to obligate resdllers
to track services offered by wholesders. MCI dso noted that if the commission intended to use this
information for public notice, it could result in negative consegquences such as tort clams from reselling

companies who may have aternate providers lined up.

AT&T and MCI noted this issue was currently covered by proposed subsection (k).

The commisson determines that additiond time is needed to discuss this issue thoroughly.  The

commisson declines to add this requirement to the rule at this time and will consder thisissue in afuture

rulemaking
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All comments, including any not specificaly referenced herein, were fully consdered by the commission.
In adopting this section the commission makes other minor modifications for the purpose of darifying its

intent.

New section 826.34 is adopted under the Public Utility Regulatory Act, Texas Utilities Code Annotated
§14.002 (Vernon 1998, Supplement 2000) (PURA) which provides the commission with the authority
to make and enforce rules reasonably required in the exercise of its powers and jurisdiction, and
specificaly, §15.023 which grants the commisson authority to impose an adminigtrative pendty againgt
an entity for violation of a rule adopted under PURA. PURA §17.004 grants the commission authority
to adopt and enforce rules as necessary or appropriate to establish adequate customer protection
dandards. PURA 817.051 and 864.051 direct the commission to adopt regisiration requirements for
al telecommunications utilities that are not dominant carriers. PURA §17.052 and §64.052 dlow the
commission to require regigtration as a condition of doing business in Texas, establish customer sarvice
and protection rules; and suspend or revoke certificates for repeated violations of this chapter or
commission rules. PURA 855.253 grants the commission al necessary jurisdiction to adopt rules
regarding the information a prepaid calling services provider shal disclose to cusomersin relation to the

rates and terms of service for prepaid caling services offered in Texas.

Cross Reference to Statutes: Public Utility Regulatory Act 8814.002, 15.023, 17.004, 17.051, 17.052,

55.253, 64.051, and 64.052.
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§26.34.

@

(b)

(©

(d)

Telephone Prepaid Calling Services.

Purpose. The provisons of this section are intended to prescribe standards for the information
a prepaid caling services provider shall disclose to customers about the rates and terms of

sarvice for prepaid caling services offered in this Sate.

Application. This section gpplies to any "tdecommunications utility" as that term is defined in
§26.5 of thistitle (réating to Definitions). This section does not gpply to a credit caling card in

which a customer pays for a service after use and receives amonthly bill for such use.

Liability. The prepaid cdling services company shal be respongble for ensuring, ether

through its contracts with its network provider, distributors and marketing agents or other

means, that:

2 end-user purchased prepaid caling services remain usable in accordance with the
requirements of this section; and

2 compliance requirements of al disclosure provisons of this section are met.

Definitions. The following terms used in this section shal have the following meanings, unless
the context indicates otherwise:
(1)  Access telephone number — The number that alows a prepaid caling services

customer to access the services of atelecommunications utility to place telephone cdls.
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2

©)

(4)

©)

(6)

()

Billing increment — A unit of time used to charge customers for prepaid caling

Services.

Per sonal identification number (PIN) — A number assigned as an authorization code

that ensures system security for a prepaid caling services cusomer and alows the

prepaid caling services company to track minutes used.

Prepaid calling services account — An amount of money paid by a customer in

advance to access the sarvices of a telecommunications utility to place telephone cdls.

When the customer makes completed teephone cals, the vaue of the account

decreases at a predetermined rate.

Prepaid calling card — A card or any other device purchased to establish a prepaid

caling services account.

Prepaid calling services — Any tdecommunications transaction in which:

(A)  acusomer paysin advance for telecommunications services,

(B)  the customer's prepaid caling services account is depleted at a predetermined
rate as the customer uses the service; and

(C)  the customer must use a PIN and an access telephone number to use the
telecommunications services.

Prepaid calling services company — A company that provides prepaid cdling or

other telecommunications sarvices to the public usng its own teecommunications

network or resold telecommunications services, or distributors who purchase PINs or

telecommunications services to resd| to the end-user customer.
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(€

(8)

©)

Recharge— A transaction in which the value of the prepaid calling services account is
renewed. The customer must be informed verbaly or eectronicaly of the new rates
and surcharges at the time of recharge.

Surcharge —any fee or cost charged againgt a prepaid caling services account in
addition to a per-minute rate or billing increment, including but not limited to connection,

payphone, and maintenance fees.

Billing requirementsfor prepaid calling services.

D

2

©)
(4)

Billing increments shdl be defined and disclosed in the prepaid cdling services
company's published tariffs or price list on file with the commisson and on any display
at the point of sde aswell as on any prepaid cdling card, or on any prepaid calling card
packaging.

A prepad cdling services account may be decreased only for a completed cll.
Station busy sgnds and unanswered cdls shdl not be consdered completed calls and
shall not be charged againgt the account.

A surcharge may not be levied more than once on agiven call.

Prepaid cdling services companies may not reduce the value of a prepaid caling
services account by more than the company's published domestic tariffs or price list on
file with the commission and any surcharges filed a the commisson. Domedtic rates

and surcharges shdl be disclosed at the time of purchase. Current international rates
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©)

(6)

shdl be disclosed at the time of purchase with an explanation, if applicable, that these

prices may be subject to change.

The prepaid calling services account may be recharged by the customer a a different

domedtic rate from the original domestic rate or the last domestic recharge rate as long

as the new domestic rate and any domestic or internationa surcharges conform with the

company's published tariff or price lig on file with the commisson & the time of

recharge. The customer must be informed of the rates a the time of recharge. A

prepaid cdling services company shal keep internal records of changes to its

internationd rates and shall provide customers with the appropriate internationd reate

information through a toll-free telegphone number. Internationd prepaid caling services

rates shdl continue to be updated annudly in accordance with §826.89 of this title

(rdlating to Information Regarding Rates and Services of Nondominant Carriers.)

Upon verbal or written request, prepaid calling services companies must be capable of

providing customers the following cal detail datainformation & no charge:

(A)  Diding and 9gnding informetion thet identifies the inbound access teephone
number called,

(B)  Thenumber of the originating telephone;

(C)  Thedate and timethe cdl originated;

(D)  Thedate and timethe cal terminated,

(E)  Thecdled telephone number; and

(F)  ThePIN and/or account number associated with the call.
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(7) Prepaid calling services companies shal maintain call detail data records for at least two

years.

® Written disclosure requirements for dl prepaid caling services,

2 Information required on prepaid calling cards. Cards mugt be issued with all
information required by subparagraphs (A) and (B) of this paragraph in a least the
same language in which the card is marketed. Bilingua cards are permitted as long as
al the information in subparagraphs (A) and (B) of this paragraph is printed in both
languages.

(A)  Ataminimum, acard must contain the following information printed in alegible
font no smdler than eght-point:

(0] The toll-free number as required by subsection (i) of this section;

(it The maximum rate per minute shal be shown for locd, intrastate, and
interstate cals. Internationd cal prices shal be provided to the
customer through a toll-free number printed on the card. If the cost for
aone minute cdl is higher than the maximum rate per minute, it must be
printed on the prepaid cdling card; and

(i)  The words "VOID" or "SAMPLE" or sequentiad numbers, such as
"999999999" on both sides of the card if the card was produced as a

"non-active' card so that it is obvious to the customer that the card is
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not usesble. If the card is not so labeled, the card is consdered active
and the issuing company shall honor it.
(B) At aminimum, a card must contain the following informetion printed in legible
font no smdler then five-point:

(0] The vaue of the card and any applicable surcharges shal be expressed
in the same format (i.e. a card whose vaue is expressed in minutes shdl
express surcharges in minutes). If the value of a card is expressed in
minutes, the minutes must be identified as domestic or internationa and
the identification must be printed on the same line or next line as the
vaue of the card in minutes;

(it The prepaid calling services @mpany's name as regisered with the
commisson. A "doing busness as' name may only be used if officdly
filed with the commisson. The language shdl dearly indicate that the
company is providing the prepaid caling services,

(i) Ingtructions on using the card correctly; and

(v)  Expiration date or palicy, if the card cannot be used after a date certain.
If an expiration date or policy is not disclosed on the card, it will be
congdered active indefinitely.

2 Information required at a point of sale. All the following informetion shal be legibly
printed on or in any packaging in a minimum eight point font and displayed visbly in a

prominent area a the point of sde so that the customer may make an informed decison
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before purchase.  Bilingua information may be made avalable as long as dl the

information below is printed in both languages.

(A)
(B)

(©)
(D)

(E)

(F)

(&
(H)

A listing of applicable surcharges,

The company's name as registered with the commisson. A "doing business as'
name may only be used if officidly filed with the commission. The language shdl
clearly indicate that the company is providing the prepaid calling card services,
The toll-free number as required by subsection (i) of this section;

The hilling increment expressed in minutes or fractions of minutes and maximum
charge per hilling increment for prepaid caling card services for locd, intrastete,
interstate, and internationa calls will be provided to the customer through atoll-
free number printed on the card;

The expiraion policy, if the card cannot be used after a date certain. If an
expiration date is not disclosed a the time of purchase, the prepaid calling
services will be congdered active until the prepaid caling services account is
completely depleted;

The recharge palicy, if applicable. If an expiration date is not disclosed & the
time prepaid caling services are recharged, the services will be considered
active until the prepaid caling services account is completely depleted;

The palicy for rounding billing increments, if gpplicable;

A datement that if a cusomer is unable to resolve a complaint with the

company that the customer has the right to contact the state regulatory agency
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@

which has juridiction within the state where the prepaid cdling services were
purchased; and
() A statement that:
(0] Notifies a customer of the customer's extent of ligbility for lost or stolen
cards, if thereis liability; and
(it Warns a customer to safeguard the card againgt loss or theft.
3 If a customer asks a prepaid cdling services company how to file a complaint, the
company must provide the fallowing contact information: Public Utility Commission of
Texas, Office of Customer Protection, PO Box 13326, Austin, Texas 78711-3326;
phone: (512) 936-7120 or in Texas (toll-free) 1-888-782-8477; fax: (512) 936-7003;

emal address; cusomer@puc.satetx.us; Internet addresss  www.puc.satetx.us;

TTY: (512) 936-7136; and Relay Texas (toll-free): 1-800-735-2989.

Verbal disclosure requirements for prepaid calling services. Prepad cdling services

companies shdl provide an announcement:

(1) At the beginning of each cdl indicating the domestic minutes, billing increments, or
dollars remaining on the prepaid caling services account or prepaid caling card; and

2 When the prepaid account or card balance is about to be completely depleted. This
announcement must be made at least one minute or hilling increment before the time

expires.
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)

()

Registration requirements for prepaid calling services companies. All prepad cdling
services companies shdl register with the commission in accordance with 826.107 of this title

(relating to Regidration of Nondominant Telecommunicetions Carriers).

Business and technical assistance requirements for prepaid calling services
companies. A prepad caling services company shdl provide a tall-free number with a live
operator to answer incoming cals 24 hours a day, seven days a week or eectronicaly voice
record customer inquiries or complaints. A combination of live operators or recorders may be
used. If arecorder is used, the prepaid calling services company shal attempt to contact each
customer no later than the next business day following the date of the recording. Personnd must
be sufficient in number and expertise to resolve customer inquiries and complaints. If an
immediate resolution is not possible, the prepaid cdling services company shdl resolve the
inquiry or complaint by caling the customer or, if the cusomer so requests, in writing within ten
working days of the origind request. In the event a complaint cannot be resolved within ten
working days of the request, the prepaid caling services provider shal advise the complainant in
writing of the status and subsequently complete the investigation within 21 working days of the

origina request.

Requirementsfor refund of unused balances. If a prepaid caling services company fals to

provide services at the rates disclosed at the time of initid purchase or & the time an account is
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(k)

recharged, or fails to meet technica standards, the prepaid calling services company shal ether

refund the customer for any unused prepaid calling services or provide equivalent services.

Requirements when a prepaid calling services company terminates operations in this

state.

2 When a prepaid calling services company expects to terminate operations in this state
for any reason, the company shdl at least 30 days prior to the termination of operations:

(A)  Notify the commission in writing:

(0] That operations will be ending;

(it Of the date of the termination of operations, and

(i)  That the company certifies that the actions required by this subsection
have been completed;

(B)  Notify each customer at the address on file with the company, if gpplicable, that
operations will be ending the date of the termination of operations, and explain
how customers may receive a refund or equivdent services for any unused
Services,

(C)  Announce the termination of operations at the beginning of each cal, including
the date of termination and a toll-free number to cal for more information; and

(D)  Provideto customersviaits toll-free customer service number the procedure for
obtaining refunds and continue to provide this information for at least 60 days

after the date the company terminates operations.
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2 Within 24 hours after ceasing operdaions, the prepaid caling services company shdl
deliver to the commisson a lig of names if known, and account numbers of al
customers with unused balances. For each customer, the list shdl include the following:
(A)  The identification number used by the company for hilling and debit purposes,

and,

(B)  Theunused time, stated in minutes, as gpplicable, and the unused dollar amount

of the prepaid caling services account.

()] Date of compliance for prepaid calling card services companies. All prepad cdling
sarvices offered for sde in the state of Texas and dl prepaid calling services companies shdl be

in compliance with this rule within Sx months of the effective date of this section
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(m)

Compliance and enfor cement.

D

2

Administrative penalties. If the commisson finds that a prepad caling services
company has violated any provison of this section, the commisson shdl order the
company to take corrective action, as necessary, and the company may be subject to
adminigrative pendties and other enforcement actions pursuant to the Public Utility
Regulatory Act, Chapter 15.

Enforcement. The commisson shal coordinate its enforcement efforts agangt a
prepaid caling services company for fraudulent, unfair, mideading, deceptive, or
anticompetitive busness practices with the Office of the Attorney Generd in order to

ensure congstent trestment of specific dleged violations.
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This agency hereby certifies that the rule, as adopted, has been reviewed by lega counsd and
found to be a valid exercise of the agency's legd authority. It is therefore ordered by the Public Utility
Commission of Texas that §26.34 relating to Telephone Prepaid Caling Services is hereby adopted

with changes to the text as proposed.

ISSUED IN AUSTIN, TEXASON THE 25th DAY OF JULY 2000.

PUBLIC UTILITY COMMISSION OF TEXAS

Chairman Pat Wood, 111

Commissioner Judy Walsh

Commissioner Brett A. Perlman



