ADDENDUM – ADDITIONAL OBLIGATIONS OF PRE-PAID LOCAL EXCHANGE CARRIERS
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Georgia Public Service Commission

244 Washington Street, SW

Atlanta  Georgia 30334-5701

TO:
 
APPLICANTS DESIRING TO PROVIDE PRE-PAID LOCAL 



EXCHANGE SERVICE

FROM:
LEON BOWLES, DIRECTOR, TELECOMMUNICATIONS UNIT
DATE:
AUGUST 10, 2007
IN RE:
ADDITIONAL OBLIGATIONS OF PRE-PAID LOCAL EXCHANGE 


CARRIERS

The following obligations apply to all pre-paid local exchange carriers:

Request for Waiver of Disconnect Rule
Commission rule 515-12-1-.28 states that, “No basic residential service shall be disconnected for local service charge until at least 29 days from the date of the bill.”  In the past, the Commission has granted a waiver of this rule to pre-paid carriers in light of the fact that compliance with the rule could be a hardship on a pre-paid carrier.  In order to be exempt from the disconnect rule, it is necessary to write a letter to the Commission’s Executive Secretary, Mr. Reece McAlister, requesting that the Commission waive rule 515-12-1-.28.  The letter should be included with the application.

Escrow Account and Surety Bond
In the Letter Order dated February 6, 1997 (http://www.psc.state.ga.us/telecom/tl_forms/forms.asp), the Commission found that “under any circumstances when any telecommunications company files for a waiver of the Commission’s disconnect rules... an executed escrow agreement will be required to be filed with and approved by the Commission.”  The purpose of the escrow agreement is to serve as a “safety mechanism... to assure that the consumer who has already paid for that [local exchange] service, get what they have paid for.”
The Commission later voted to allow a pre-paid carrier the option of a surety bond in lieu of the escrow agreement.  Thus, all companies offering local exchange service on a pre-paid basis are required to maintain either (1) an escrow account equal to one times the proposed monthly service rate times the number of customers served by the carrier, with a minimum balance of $5000, pursuant to the Commission’s Letter Order dated August 22, 1997 (http://www.psc.state.ga.us/telecom/tl_forms/forms.asp), or (2) a surety bond in the amount of $200,000 pursuant to a Commission Order in Docket No. 9108-U dated September 8, 1999 (http://www.psc.state.ga.us/telecom/tl_forms/forms.asp).  Each option is described in detail below:
(1)
Escrow Account.  The escrow account must be a separate account established only for the purposes of housing monies set aside for escrow.  It cannot be part of a standard business operating account which is used for business transactions.  It is important to remember that the sole function of this account is to serve as a regulatory liability account, and therefore should be invested in a manner in which there is minimal risk of loss of principal.  The amount of money to be maintained in the account is dependent upon the number of customers the company acquires, but shall be no less than $5,000 at any time.  The formula for calculating the appropriate balance of an escrow account is the greater of $5000 or:


(Monthly service charge) X (Current number of customers) ≤ Escrow Account Balance

When the formula above yields a number greater than the amount in the escrow account, the company must deposit funds sufficient to make the account balance equal to the formula.  Such deposits will be made on a monthly basis to reflect the number of new customers added for that month.
For example, if Company A charges $50.00 per month for local exchange service and has 100 or fewer customers, no deposits would be necessary, because the $5000 initial deposit is greater than or equal to 50 x 100.  However, when Company A gains its 101st customer, it would deposit $50.00 in its escrow account.  If in the following month, Company A gains one customer and loses one customer, no deposit would be necessary because the net number of current customers is still 101.  Thus, the balance in the escrow account would remain $5050.00 from the previous month.
The escrow agreement, which details the terms and conditions under which the applicant and an independent financial institution will operate, must be filed with the Commission.  The escrow agreement must be executed by both the applicant and a financial institution which will act as the escrow agent.  The escrow agent cannot be employed by or have any business affiliation with the applicant.  The Commission-endorsed agreement is attached to this addendum and can also be downloaded electronically at the following web address: http://www.psc.state.ga.us/telecom/tl_forms/forms.asp.  The Commission-endorsed escrow agreement must be kept intact in its entirety; no changes are to be made to the agreement except for those sections in the agreement where generic text (denoted by capitalized words) or blanks must be replaced with applicant-specific information.
(2)
Surety Bond.  Pursuant to a Commission Order in Docket No. 9108-U dated September 8, 1999 (http://www.psc.state.ga.us/telecom/tl_forms/forms.asp), any CLEC offering prepaid service may elect to post a surety bond in lieu of the Customer Escrow Account.  As with the escrow option, if an applicant chooses to post a surety bond, it must file and maintain the bond as well as a standard bond agreement, executed by both the bond company and the applicant, which details the obligations of each party with respect to the Commission’s requirements.   The amount of the surety bond shall in no event be less than $200,000.  Additionally, the issuer of said bond must be an A-grade insurer having an office in the State of Georgia.  Finally, applicant shall adjust the amount of said surety bond not less than every six months to equal the actual number of customers receiving prepaid service multiplied by the monthly service charge as listed in the applicant’s tariff.
An example agreement can be downloaded electronically at the following web address: http://www.psc.state.ga.us/telecom/tl_forms/forms.asp.
Customer Application and Sample Bill
Applicants to provide pre-paid local exchange service are required to submit the application a prospective customer would fill out in order for the company to provide service to that customer.  In addition, applicants should provide a copy of a sample customer bill.  The bill must include a number by which a customer can reach the company for customer service.
Checklist
In summary, the following documents must be submitted with the company’s application in order to receive pre-paid authority from the Commission:

1. Letter to the Commission’s Executive Secretary, Mr. Reece McAlister, requesting a waiver of the Commission’s disconnect rule, 515-12-1-.28.

2. Copy of bank or bond statement displaying adequate balance as defined by the escrow/bond provisions above;

3. Copy of signed executed escrow agreement or bond agreement;

4. Sample application provided to a customer for a customer to obtain service;

5. Sample bill to be provided to a customer by the applicant

Hearing

In addition, all pre-paid local exchange applicants are required to appear at a hearing before a hearing officer appointed by the Commission to review its financial and technical capability.  The hearing officer will send notice to the applicant of the date and time for the hearing and any legal notices that may need to be published by the applicant prior to the hearing.  Acceptable publications for posting notices for the hearing can be found electronically at the following web address:  http://www.psc.state.ga.us/telecom/tl_forms/previous/ref_mat/legal.pdf. 
Post-certification Filing Requirements of Pre-paid Carriers

After certification, the following documents must be filed quarterly no later than ten days following the end of each quarter, or the company’s certificate is subject to revocation:
· A report containing the following:

· Number of customers at the beginning of the quarter

· Number of customers at the end of the quarter

· Number of customers disconnected/added
· Amounts paid into escrow account or surety bond

· Copy of bank or bond statement displaying adequate balance as defined by the escrow/bond provisions above

Questions regarding any of the above requirements should be directed to Leon Bowles at 404-656-0949 or leonb@psc.state.ga.us.


