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TO: Docke t Control
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FROM : Ernest G. Johnson
Dire ctor
Utilitie s  Divis ion

Li*

DATES September 28, 2007

S UP P LE ME NT AL S T AF F  R E P O R T -  IN  T H E  MA T T E R  O F  T H E
AP P LICATION OF VALUTEL COMMUNICATIONS , INC. FOR AP P ROVAL
OF A CERTIFICATE OF CONVENIENCE AND NECES S ITY TO P ROVIDE
RES OLD LOCAL EXCHANGE TELECOMMUNICATIONS  S ERVICES  AND
RES OLD LONG DIS TANCE TELECOMMUNICATIONS  S ERVICES
(DOCKET NO. T-04312A-05-0295)

Atta che d is  the  S ta ff Re port for the  a bove  re fe re nce d a pplica tion. The  a pplica nt is
applying for approva l to provide  the  following se rvices  :

•

•

Resold Local Exchange  Services
Resold Long Dis tance  Services

S ta ff is  recommending approva l of the  applica tion. S ta ff is  revis ing its  pe rformance  bond
or irrevocable  s ight dra ft Le tte r of Credit recommenda tion.
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1 . INTRODUCTION

On April 18, 2005, Va luTe l Communica tions , Inc. ("Va luTe l" or "Applica nt") file d a n
a pplica tion for a  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N") to provide  re s old loca l
exchange  and resold long dis tance  te lecommunica tions  se rvices  within the  S ta te  of Arizona . The
Applica nt pe titione d the  Arizona  Corpora tion Commiss ion ("Commiss ion") for a  de te rmina tion
tha t its  proposed services should be  classified as  competitive .

S ta ffs  review of this  applica tion addre sse s  the  ove ra ll fitne ss  of the  Applicant to rece ive
a  CC&N. S ta ffs  ana lys is  a lso cons ide rs  whe the r the  Applicant's  se rvices  should be  cla ss ified a s
competitive  and if the  Applicant's  initia l ra tes  a re  jus t and reasonable .

1.1 Technical Capability to Provide the Requested Services

Va luTe l indica te d tha t it is authorized to provide and curre n tly p rovide s
te le communica tions  s e rvice s  in Ne w Me xico. The  a pplica nt s ta te d tha t it is  a ls o ce rtifie d to
provide  s e rvice  in  Te xa s . Ba s e d on this , S ta ff be lie ve s  Va luTe l pos s e s s e s  the  te chnica l
capabilitie s  to provide  the  se rvices  it is  reques ting the  authority to provide .

1.2 Financial Capability to Provide the Requested Services

The  Applica nt provide d una udite d fina ncia l s ta te me nts  for the  twe lve  months  e nding
De ce mbe r 31, 2006. The s e  fina ncia l s ta te me nts  lis t a s s e ts  o f $270 ,172 .87 , e qu ity o f
$120,624.4l, and a  ne t income  of -$3,887.04. The  Applicant did not provide  note s  re la ted to the
financia l s ta tements .

The  Applica nt s ta te s , in its  a pplica tion, tha t it doe s  not colle ct a dva nce s , de pos its  a nd
pre pa yme nts  from its  cus tome rs . S ta ff re comme nds  tha t the  Applica nt procure  a  pe rforma nce
bond or irre voca ble  s ight dra ft Le tte r of Cre dit e qua l to $25,000. The  minimum pe rforma nce
bond or irrevocable  s ight dra ft Le tte r of Credit amount of $25,000 should be  increa sed if a t any
time  it would be  insufficient to cover advances , depos its , and/or prepayments  collected from the
Applicant's  cus tomers . The  pe rformance  bond or irrevocable  s ight dra ft Le tte r of Credit amount
should be  increased in increments  of $12,500. This  increase  should occur when the  tota l amount
of the  a dva nce s , de pos its , a nd pre pa yme nts  is  within $2,500 of the  pe rforma nce  bond or
irrevocable  s ight dra ft Le tte r of Credit amount. If the  Applicant de s ire s  to discontinue  se rvice , it
mus t tile  a n a pplica tion with the  Commiss ion pursua nt to A.A.C. R14-2-l107. Additiona lly, the
Applica nt mus t notify e a ch of its  cus tome rs  a nd the  Commis s ion 60 da ys  prior to filing a n
applica tion to discontinue  se rvice . Fa ilure  to mee t this  requirement should re sult in forfe iture  of
the  Applica nt's  pe rforma nce  bond or irre voca ble  s ight dra ft Le tte r of Cre dit. S ta ff furthe r
re comme nds  tha t proof of the  a bove  me ntione d pe rfonna nce  bond or irre voca ble  s ight dra ft
Le tte r of Credit be  docke ted within 365 days  of the  e ffective  da te  of an Order in this  matte r or 30
da ys  prior to the  provis ion of s e rvice , whiche ve r come s  firs t, a nd mus t re ma in in e ffe ct until
furthe r orde r of the  Commiss ion.
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If the  Applica nt wa nts  to  co lle ct a dva nce s , de pos its  a nd/or pre pa yme nts  from its
cus tome rs  in the  future , S ta ff re comme nds  tha t the  Applica nt be  re quire d to file  a n a pplica tion
with the  Commiss ion for approva l. Such applica tion must re fe rence  the  decis ion in this  docke t.

1.3 Establishing Rates and Charges

The  Applica nt would initia lly be  providing s e rvice  in a re a s  whe re  a n incumbe nt loca l
e xcha nge  ca rrie r ("ILEC"), a long with va rious  compe titive  loca l e xcha nge  ca rrie rs  ("CLECs ")
and inte rexchange  cante rs  a re  providing te lephone  se rvice . There fore , the  Applicant would have
to compe te  with thos e  provide rs  in orde r to obta in s ubs cribe rs  to its  s e rvice s . The  Applica nt
would be  a  new entrant and would face  compe tition from both an incumbent provide r and othe r
compe titive  provide rs  in offe ring s e rvice  to its  pote ntia l cus tome rs . The re fore , the  Applica nt
would gene ra lly not be  able  to exe rt marke t power. Thus , the  compe titive  process  should re sult
in ra tes that are  just and reasonable .

Both an initia l ra te  (the  actua l ra te  to be  cha rged) and a  maximum ra te  must be  lis ted for
e a ch compe titive  s e rvice  offe re d, provide d tha t the  ra te  for the  s e rvice  is  not le s s  tha n the
Compa ny's  tota l s e rvice  long-run incre me nta l cos t of providing the  s e rvice  pursua nt to A.A.C.
Rl4-2-1109.

The  ra te s  propos e d by this  filing a re  for compe titive  s e rvice s . In  ge ne ra l, ra te s  for
competitive  se rvices  a re  not se t according to ra te  of re turn regula tion. S ta ff obta ined information
from the  company indica ting tha t its  fa ir va lue  ra te  base  is  ze ro. Accordingly, the  company's  fa ir
va lue  ra te  ba s e  is  too s ma ll to be  us e ful in a  fa ir va lue  a na lys is . In a ddition, the  ra te  to be
ultima te ly cha rge d by the  compa ny will be  he a vily influe nce d by the  ma rke t. On April 18, 2005,
Va luTe l submitte d a  ta riff re fle cting the  a ctua l ra te s  tha t Va luTe l will be  cha rging for its  re sold
loca l exchange  and long dis tance  se rvices . S ta ff has  reviewed these  ra tes  and be lieves  they a re
comparable  to the  ra tes  charged by competitive  loca l ca rrie rs , loca l incumbent ca rrie rs  and major
long dis ta nce  ca rrie rs  ope ra ting in the  S ta te  of Arizona . The re fore , while  S ta ff cons ide re d the
fa ir va lue  ra te  ba se  infonna tion submitted by the  company, the  fa ir va lue  ra te  ba se  infonna tion
provided should not be  given substantia l we ight in this  ana lys is .

z. LOCAL EXCHANGE CARRIER S P ECIFIC IS S UES

Issues re la ted to the  provision of tha t Local Exchange  service  are  discussed be low.

2.1 Nu mb e r P o rta b ility

The  Commis s ion ha s  a dopte d rule s  to  a ddre s s  numbe r porta bility in  a  compe titive
te le communica tions  se rvice s  ma rke t. Loca l e xcha nge  compe tition  ma y not be  vigorous  if
cus tome rs , e s pe cia lly bus ine s s  cus tome rs , mus t cha nge  the ir te le phone  numbe rs  to ta ke
a dva nta ge  of a  compe titive  loca l e xcha nge  ca rrie r's  s e rvice  offe rings . Cons is te nt with fe de ra l
la ws , fe de ra l rule s  a nd A.A.C. R14-2-l308(A), the  Applica nt s ha ll ma ke  numbe r porta bility
ava ilable  to facilita te  the  ability of a  cus tomer to switch be tween authorized loca l ca rrie rs  within
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a  given wire  cente r without changing the ir te lephone  number and without impa irment to qua lity,
functiona lity, re liability or convenience  of use .

2.2 Provis ion of Bas ic  Telephone Service  and Univers a l Service

The  Commiss ion ha s  a dopte d rule s  to a ddre s s  unive rsa l te le phone  se rvice  in Arizona .
A.A.C. R14-2-l204(A) indica te s  tha t a ll te le communica tions  se rvice  provide rs  tha t inte rconne ct
into the  public switche d ne twork sha ll provide  funding for the  Arizona  Unive rsa l S e rvice  Fund
("AUS F"). The  Applica nt will ma ke  the  ne ce s s a ry monthly pa yme nts  re quire d by A.A.C. R14-
2-l204(B).

2.3 Quality of Service

S ta ff be lie ve s  tha t the  Applica nt s hould be  orde re d to a bide  by the  qua lity of s e rvice
s ta nda rds  tha t we re  a pprove d  by the  Commis s ion  fo r Qwe s t (fa  US WC) in  Docke t No .
T-01051B-93-0183 (Decis ion No. 5942l). Because  the  pena ltie s  deve loped in tha t docke t we re
initia ted because  Qwest's  leve l of se rvice  was  not sa tis factory and the  Applicant does  not have  a
s imila r his tory of se rvice  qua lity problems, S ta ff does  not recommend tha t those  pena ltie s  apply
to the  Applica nt. In the  compe titive  ma rke t tha t the  Applica nt wis he s  to e nte r, the  Applica nt
gene ra lly will have  no marke t power and will be  forced to provide  a  sa tis factory leve l of se rvice
or ris k los ing its  cus tome rs . The re fore , S ta ff be lie ve s  tha t it is  unne ce s s a ry to s ubje ct the
Applicant to those  pena ltie s  a t this  time .

2.4 Access to Alternative Local Exchange Providers

Sta ff expects  tha t the re  will be  new entrant provide rs  of loca l exchange  se rvice  who will
ins ta ll the  plant necessa ry to provide  te lephone  se rvice  to, for example , a  re s identia l subdivis ion
or an industria l pa rk much like  exis ting loca l exchange  companies  do today. There  may be  a reas
whe re  the  Applica nt ins ta lls  the  only loca l e xcha nge  s e rvice  fa cilitie s . In  the  in te re s t o f
providing compe titive  a lte rna tive s  to the  Applica nt's  loca l e xcha nge  s e rvice  cus tome rs , S ta ff
recommends  tha t the  Applicant be  prohibited from ba rring access  to a lte rna tive  loca l exchange
se rvice  provide rs  who wish to se rve  such a reas . This  way, an a lte rna tive  loca l exchange  se rvice
provide r may se rve  a  cus tomer if the  cus tomer so de s ire s . Access  to othe r provide rs  should be
provided pursuant to the  provis ions  of the  1996 Te lecommunica tions  Act, the  rule s  promulga ted
there  under and Commission rules  on inte rconnection and unbundling.

2.5 911 Service

The  Commiss ion ha s  a dopte d rule s  to a ddre ss  911 a nd E911 se rvice s  in a  compe titive
te lecommunica tions  se rvices  marke t. The  Applicant has  ce rtified tha t in accordance  with A.A.C.
Rl4-2- 1201 (6)(d) a nd Fe de ra l Communica tions  Commis s ion 47 CFR S e ctions  64.3001 a nd
643002, it will provide  a ll cus tome rs  with  911 a nd E911 s e rvice , whe re  a va ila ble , or will
coordina te  with ILE Cs and emergency se rvice  providers  to provide  91 1 and E91 l se rvice .
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2.6 Cu s to m  Lo c a l Are a  S ig n a lin g  S e rvic e

Cons is te nt with  pa s t Com m is s ion de c is ions ,  the  Applica nt m a y offe r Ca lle r ID provide d
tha t pe r ca ll a nd line  blocking, with the  ca pa bility to toggle  be twe e n blocking a nd unblocking the
tra n s m is s io n  o f th e  te le p h o n e  n u m b e r,  a re  p ro v id e d  a s  o p tio n s  to  wh ic h  c u s to m e rs  c o u ld
s ubs cribe  with  no cha rge .  Als o ,  La s t Ca ll Re turn  s e rvice  tha t will not re turn  ca lls  to  te le phone
numbe rs  tha t ha ve  the  priva cy indica tor a ctiva te d, indica ting tha t the  numbe r ha s  be e n blocke d
mus t be  offe re d

REVIEW OF COMPLAINT INFORMATION

The  Applica nt ha s  ne ithe r ha d a n a pplica tion for s e rvice  de nie d, nor re voke d in a ny s ta te
The re  a re , a nd ha ve  be e n, no forma l compla int proce e dings  involving the  Applica nt. The re  ha ve
not be e n a ny c ivil or crim ina l proce e dings  a ga ins t the  Applica nt. Cons um e r S e rvice s  re ports  no
com pla int h is tory within  Arizona .  The  Applica nt indica te d tha t none  of its  office rs ,  d ire c tors  or
pa rtne rs  ha s  be e n  invo lve d  in  a ny c iv il o r c rim ina l inve s tiga tions ,  o r a ny fo rm a l o r in fo rm a l
compla ints . The  Applica nt a ls o indica te d tha t none  of its  office rs , dire ctors  or pa rtne rs  ha s  be e n
convic te d  of a ny c rim ina l a c ts  in  the  pa s t te n  (10) ye a rs .  S ta ff wa s  a ble  to  obta in  inform a tion
conce rning cus tom e r com pla ints  in  the  juris dic tions  whe re  Va luTe l curre ntly provide s  s e rvice
In 2005, the re  wa s  one  (1) billing com pla int file d a ga ins t Va luTe l in  Ne w Me xico. S ta ff wa s  not
a ble  to a cquire  a ny de ta ils  a bout the  re s olution of the  compla int file d in Ne w Me xico

COMPETITIVE SERVICES ANALYSIS

The  Applica nt ha s  pe titione d the  Com m is s ion for a  de te rm ina tion tha t the  s e rvice s  it is
s e e king to provide  should be  cla s s ifie d a s  compe titive

4 .1 Competitive Services Analysis for Local Exchange Services

4.1.1 A description of the general economic conditions that exist, which makes the
relevant market for the service one that, is competitive

The  loca l e xcha nge  ma rke t tha t the  Applica nt s e e ks  to e nte r is  one  in which a  numbe r of
ne w CLE Cs  ha ve  be e n  a u tho riz e d  to  p rov ide  loc a l e xc ha nge  s e rv ic e . Ne ve rthe le s s
ILE Cs  hold a  virtua l m onopoly in the  loca l e xcha nge  s e rvice  m a rke t. At loca tions  whe re
ILE Cs  provide  loca l e xcha nge  s e rvice ,  the  Applica nt will be  e nte ring the  m a rke t a s  a n
a lte rna tive  provide r of loca l e xcha nge  s e rvice  a nd,  a s  s uch,  the  Applica nt will ha ve  to
compe te  with those  compa nie s  in orde r to obta in cus tome rs . In a re a s  whe re  ILE Cs  do not
s e rve  cus tom e rs ,  the  Applica nt m a y ha ve  to  convince  de ve lope rs  to  a llow it to  provide
se rvice  to the ir de ve lopme nts
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4.1.2 The number of alternative providers of the service.

Qwest and various  independent LECs a re  the  primary providers  of loca l exchange  se rvice
in the  S ta te . S e ve ra l CLECs  a nd loca l e xcha nge  re s e lle rs  a re  a ls o providing loca l
exchange service .

4.1.3 The estimated market share held by each alternative provider of the service.

S ince  Qwe s t a nd the  inde pe nde nt LECs  a re  the  prima ry provide rs  of loca l e xcha nge
se rvice  in the  S ta te , the y ha ve  a  la rge  sha re  of the  ma rke t. S ince  the  CLEC a nd loca l
exchange  re se lle rs  have  only recently been authorized to offe r se rvice  they have  limited
market share .

4.1.4 The names and addresses of any alternative providers of the service that are also
affiliates of the telecommunications Applicant, as defined in A.A.C. R14-2-801.

None .

4.1.5 The ability of alternative providers to make functionally equivalent or substitute
services readily available at competitive rates, terms and conditions.

ILE Cs have  the  ability to offe r the  same services  tha t the  Applicant has  requested in the ir
re spe ctive  se rvice  te nitorie s . S imila rly ma ny of the  CLECs  a nd loca l e xcha nge  re se lle rs
a lso offe r subs tantia lly s imila r se rvices .

4.1.6 Other indicators of market power, which may include growth and shifts in market
share, ease of entry and exit, and any affiliation between and among alternative
providers of the service(s).

The loca l exchange  service  market is :

One  in which ILE Cs own ne tworks  tha t reach nearly every res idence  and business  in
the ir s e rvice  te rritorie s  a nd which provide  the m with a  virtua l monopoly ove r loca l
exchange  service . New entrants  a re  a lso beginning to enter this  marke t.

b. One  in which new entrants  will be  dependent upon ILE Cs:

a.

2.

3.

1. To te rmina te tra ffic to customers.
To provide  e s se ntia l loca l e xcha nge  se rvice  e le me nts  until the  e ntra nt's
own ne twork has  been built.
For inte rconnection.
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c. One  in which ILE Cs  ha ve  ha d a n e xis ting re la tionship with the ir cus tome rs  tha t the
new entrants  will have  to ove rcome  if they want to compe te  in the  marke t and one  in
which new entrants  do not have  a  long his tory with any customers .

One  in which mos t cus tome rs  ha ve  fe w, if a ny choice s  s ince  the re  is  ge ne ra lly only
one  provider of loca l exchange  se rvice  in each se rvice  te rritory.

One  in which the  Applica nt will not ha ve  the  ca pa bility to a dve rse ly a ffe ct price s  or
res trict output to the  de triment of te lephone  service  subscribers .

4.2 Competitive  Services  Analys is  for Interexchange Services

4.2.1 A description of the general economic conditions that exist, which makes the
relevant market for the service one that, is competitive.

The  inte re xcha nge  ma rke t tha t the  Applica nt s e e ks  to e nte r is  one  in which nume rous
facilities-based and resold inte rexchange  carrie rs  have  been authorized to provide  service
throughout the  S ta te . The  Applica nt will be  a  ne w e ntra nt in this  ma rke t a nd, a s  s uch,
will have  to compete  with those  companies  in order to obta in customers .

4.2.2 The number of alternative providers of the service.

There  a re  a  la rge  number of facilitie s -based and re sold inte rexchange  ca rrie rs  providing
both inte rLATA a nd intra LATA inte re xcha nge  se rvice  throughout the  S ta te . In a ddition,
va rious  ILE Cs  provide  intraLATA inte rexchange  se rvice  in many areas of the  Sta te .

4.2.3 The estimated market share held by each alternative provider of the service.

The  la rge  fa cilitie s -ba s e d inte re xcha nge  ca rrie rs  (AT&T, S print, MCI WorldCom, e tc.)
hold a  ma jority of the  inte rLATA inte re xcha nge  ma rke t, a nd the  ILE Cs  provide  a  la rge
portion of the  intra LATA inte re xcha nge  ma rke t. Nume rous  othe r inte re xcha nge  ca rrie rs
ha ve  a  s ma lle r pa rt of the  ma rke t a nd one  in which ne w e ntra nts  do not ha ve  a  long
his tory with any cus tomers .

4.2.4 The names and addresses of any alternative providers of the service that are also
affiliates of the telecommunications Applicant, as defined in A.A.C. R14- 2-801.

d.

e.

None .
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4.2.5 The ability of alternative providers to make functionally equivalent or substitute
services readily available at competitive rates, terms and conditions.

Both facilitie s -based and re sold inte rexchange  ca rrie rs  have  the  ability to offe r the  same
se rvice s  tha t the  Applicant ha s  reques ted in the ir re spective  se rvice  tem'torie s . S imila rly
ma ny of the  ILE Cs  offe r s imila r intra LATA toll s e rvice s .

4.2.6 Other indicators of market power, which may include growth and shifts in market
share, ease of entry and exit, and any affiliation between and among alternative
providers of the service(s).

The inte rexchange  service  marke t is :

a.
b.

One with numerous  competitors  and limited ba rrie rs  to entry.
One  in which es tablished inte rexchange  ca rrie rs  have  had an exis ting re la tionship
with the ir cus tome rs  tha t the  ne w e ntra nts  will ha ve  to ove rcome  if the y wa nt to
compete  in the  marke t.
One  in which the  Applica nt will not ha ve  the  ca pa bility to a dve rse ly a ffe ct price s
or res trict output to the  de triment of te lephone  service  subscribers .

5. R E C O MME NDATIO NS

The  following sections  conta in the  S ta ff recommenda tions  on the  applica tion for a  CC&N
and the  Applicant's  pe tition for a  Commiss ion de te rmina tion tha t its  proposed se rvices  should be
class ified as  compe titive .

5.1 Recommendations on the Application for a CC&N

S ta ff re comme nds  tha t the  Applica nt's  a pplica tion for a  CC&N to provide  intra s ta te
te lecommunica tions services , as  lis ted in this  Report, be  granted. In addition, S ta ff recommends:

1 .  Th a t th e  Ap p lic a n t c o mp lie s  with  a ll Co mmis s io n  Ru le s ,  O rd e rs  a n d  o th e r
requirements  re levant to the  provis ion of intras ta te  te lecommunica tions  se rvices ,

2. Tha t the  Applica nt a bide s  by the  qua lity of s e rvice  s ta nda rds  tha t we re  a pprove d by
the  Commiss ion for Qwest in Docke t No. T-0105 IB-93-0183,

3. Tha t the  Applica nt be  prohibite d from ba ning a cce s s  to a lte rna tive  loca l e xcha nge
se rvice  provide rs  who wish to se rve  a reas  where  the  Applicant is  the  only provide r of
loca l exchange  se rvice  facilitie s ,

c.

4. Tha t the  Applica nt be  re quire d to notify the  Commiss ion imme dia te ly upon cha nge s
to the  Applicant's  name, address  or te lephone  number,
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Tha t the  Applica nt coope ra te s  with
limite d to cus tome r compla ints ,

Commis s ion inve s tiga tions  including, but not

6. The  ra te s  propos e d by this  filing a re  for compe titive  s e rvice s . In ge ne ra l, ra te s  for
compe titive  se rvices  a re  not se t according to ra te  of re turn regula tion. S ta ff obta ined
information from the  company and has  de te rmined tha t its  fa ir va lue  ra te  base  is  ze ro.
S ta ff has  reviewed the  ra tes  to be  charged by the  Applicant and be lieves  they a re  jus t
a nd re a s ona ble  a s  the y a re  compa ra ble  to othe r compe titive  loca l ca rrie rs , loca l
incumbe nt ca nte rs  a nd ma jor long dis ta nce  compa nie s  offe ring s e rvice  in Arizona
a nd compa ra ble  to the  ra te s  the  Applica nt cha rge s  in othe r jurisdictions . The  ra te  to
be  ultima te ly cha rge d by the  compa ny will be  he a vily influe nce d by the  ma rke t.
The re fore , while  S ta ff cons ide re d the  fa ir va lue  ra te  ba se  informa tion submitte d by
the  company, the  fa ir va lue  informa tion provided was  not given subs tantia l we ight in
this  ana lys is ,

7. If the  Applica nt wa nts  to colle ct a dva nce s , de pos its  a nd/or pre pa yme nts  from its
cus tome rs  in the  future , S ta ff re comme nds  tha t the  Applica nt be  re quire d to file  a n
a pplica tion with the  Commiss ion for a pprova l. S uch a pplica tion mus t re fe re nce  the
decis ion in this  docke t,

Tha t the  Applica nt offe r Ca lle r ID with the  ca pa bility to toggle  be twe e n blocking a nd
unblocking the  transmission of the  te lephone  number a t no charge ,

9 .  Tha t the  App lica n t o ffe r La s t Ca ll Re tu rn  s e rvice  tha t will no t re tu rn  ca lls  to
te lephone  numbers  tha t have  the  privacy indica tor activa ted,

10. S ta ff recommends  tha t the  Commiss ion authorize  the  Applicant to discount its  ra te s
and service  charges to the  margina l cost of providing the  services .

S ta ff furthe r re comme nds  tha t the  Applica nt be  orde re d to comply with the  following. If
it does  not do so, the  Applicant's  CC&N sha ll be  null and void a fte r due  process .

1 . The  Applica nt s ha ll docke t conforming ta riffs  for e a ch  s e rvice  with in  its  CC&N
within 365 days  from the  da te  of an Orde r in this  ma tte r or 30 days  prior to providing
s e rvice , whiche ve r come s  firs t. The  ta riffs  s ubmitte d  s ha ll co incide  with  the
a pplica tion a nd s ta te  tha t the  Applica nt doe s  not colle ct a dva nce s , de pos its  a nd/or
prepayments  from its  customers .

2. The  Applica nt s ha ll:

5.

8.

a . P rocure  a  pe rforma nce  bond or irre voca ble  s ight dra ft Le tte r of Cre dit in the
a mount of $25,000. The  minimum pe rforma nce  bond or irre voca ble  s ight
dra ft Le tte r of Credit amount of $25,000 should be  increa sed if a t any time  it
would be  ins ufficie nt to  cove r a dva nce s , de pos its , a nd/or pre pa yme nts



Va1ueTe1 Communications, plc.
Docke t No. T-04312A-05-0295
Page 9

co lle cte d  from the  Applica n t's  cus tome rs . The  pe rfo rma nce  bond  o r
irre voca b le  s igh t d ra ft Le tte r o f Cre d it a moun t s hou ld  be  incre a s e d  in
incre me nts  of $12,500. This  incre a se  should occur whe n the  tota l a mount of
the  advances , deposits , and prepayments  is  within $2,500 of the  pe rfonnance
bond or irrevocable  s ight dra ft Le tte r of Credit amount.

b . Docke t proof of the  pe rforma nce  bond or irre voca ble  s ight dra ft Le tte r of
Cre dit within 365 da ys  of the  e ffe ctive  da te  of a n Orde r in this  ma tte r or 30
d a ys  p rio r to  th e  p ro vis io n  o f s e rvic e ,  wh ic h e ve r c o me s  firs t. The
pe rforma nce  bond or irre voca ble  s ight dra ft Le tte r of Cre dit mus t re ma in in
e ffect until furthe r orde r of the  Commiss ion.

5.2 Recommendation on the Applicant's Petition to have Proposed Services Classified
as Competitive

Sta ff be lieves  tha t the  Applicant's  proposed se rvices  should be  cla ss ified as  compe titive .
The re  a re  a lte rna tive s  to the  Applica nt's  s e rvice s . The  App lica n t will ha ve  to  convince
cus tomers  to purchase  its  se rvices , and the  Applicant has  no ability to adve rse ly a ffect the  loca l
e xcha nge  or inte re xcha nge  se rvice  ma rke ts . The re fore , the  Applica nt curre ntly ha s  no ma rke t
powe r in the  loca l e xcha nge  or inte re xcha nge  s e rvice  ma rke ts  whe re  a lte rna tive  provide rs  of
te le communica tions  se rvice s  e xis t. S ta ff the re fore  re comme nds  tha t the  Applica nt's  propose d
services  be  classified as  competitive .


