DEPARTMENT OF JUSTICE

Antitrust Division

JOEL I. KLEIN
Assistant Attorney General

Main Justice Building

950 Pennsylvania Avenue, N.W.

Washington, D.C. 20530-0001

(202) 514-2401 / (202) 616-2645 (f)
antitrust@justice.usdoj.gov (internet)
http://www.usdoj.gov (World Wide Web)

Sept enber 3, 1997

Craig L. Caesar, Esq.
Mcd i nchey Stafford

P. OO Box 60643
New Ol eans, LA 70160-0643

Dear M. Caesar:

This letter responds to your request on behalf of the
Nat i onal Consumner Tel econmuni cations Data Exchange, Inc.,
("NCTDE") for the issuance of a business review |letter pursuant
to the Departnent of Justice’s business review procedure,

28 CF.R 8 50.6. You have requested a statenent of the
Departnment’s current enforcement intentions regarding a proposal
by NCTDE and its nenber tel ecomunications carriers to exchange

i nformati on about former custoners of the nenber carriers whose
accounts have been cl osed with undi sputed unpaid bal ances in
excess of an anount to be determ ned by the Board of Trustees.
Based on the information and materials that you have provided the
Department has no current intention to challenge the proposed
credit information exchange program

You have informed us that tel econmunication carriers have a
serious problemcollecting nonies owed them Mbreover, you
suggest that the increased ease with which consumers can swtch
t el econmuni cations carriers has the effect of increasing the
industry’s uncollectible rate. It is your clients’ belief that
many who default on their |ong-distance tel ephone bills seek to
obtain replacenent service fromother |ong distance carriers.

In an effort to reduce their uncollectible rate, nine
t el econmmuni cations carriers! forned NCTDE. NCTDE is a not-for
profit corporation that will provide a formof credit data

! NCTDE' s founding nenbers are: AT&T Corp; Bell South
Tel ecommuni cations, Inc; Citizens Uilities Co; Frontier
Communi cations Service, Inc.; |XC Conmunications; M
Tel econmuni cations Corp.; Nynex Long Distance Co.; Sprint
Comuni cat i ons Conpany, L.P.; and WrldCom Inc.
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exchange service (though a third-party data vendor) to its
menbers. NCTDE s nenbers will be required to report to the
retained third-party data vendor all closed accounts with

undi sput ed uncol | ected bal ances in excess of an anount to be
determ ned by its Board of Trustees. This will enable nenbers
who are review ng an application for new tel ephone service to
query the data base and determ ne whether the applicant has
defaulted on its obligations to another nenber carrier. NCTDE
will also provide a "skip tracing" service that will enable its
menbers to determ ne whether any of their defaulted former
residential custoners has applied for replacenent |ong distance
service from anot her nenber carrier, e.g., from another address
or under a different nane.

The information comunicated to and fromthe third-party
data vendor will be limted to that descri bed above. There wl|l

be no direct comruni cati on between nenbers; all information wll
be exchanged through the third-party vendor in what is often
described as a "blind" manner, i.e., neither the old nor

prospective new carrier will know the identity of the other. 2

No information will be exchanged about open accounts, or the
general credit ternms or practices of nenbers, or those used in
specific cases. No information relating to how nenbers treat
applicants wth "bad" credit histories will be exchanged. Wen a
menber | earns that a new applicant has defaulted on its
obligation to another nenber, the inquiring nmenber wll be |eft
to make an independent unil ateral decision as to whether to
refuse to serve the new applicant or to insist on sone protective
measure, such as an up-front deposit. Neither NCTDE, the third-
party vendor nor any other nenber will participate in that
decision. In the sane manner, a nenber that |ocates a forner
defaul ti ng custonmer through NCTDE s "skip tracing"” service wll

i ndependently and unilaterally determ ne whether to utilize
avai | abl e | egal recourse to recover any or all of the nonies owed
to it.

Based on the information that you have provided, the
Departnment has no current intention to challenge the exchange of
information as proposed by NCTDE and its nenbers. To the extent
that NCTDE is operated in accord with the statenents and

2 The only exception will be that a menber will be able to
determ ne whet her an applicant for new service was one of its own
defaul ting cl osed accounts. Presunmably, this service wuld be of
greatest value to nenbers that |lack reliable internal reporting
control s.
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commtnments in the materials submtted to the Departnent, the

i nformati on exchange shoul d not produce any anticonpetitive
effects. The informati on exchange program has been designed with
sufficient safeguards that the programis not likely to
facilitate collusion. The Iimted anmounts of information
exchanged are not likely to result in concerted decisions with
respect price, other ternms or whether to do business with a
custoner that has previously defaulted on its obligation to a

t el econmuni cations carrier. The information will be exchanged on
a "blind" basis and the receiving nenber will unilaterally
determne the terns, if any, on which it will do business with a
custonmer with a bad credit history. Simlarly, a nenber that

| ocates one of its fornmer defaulted residential custoners through
the "skip tracing" service will make a unilateral decision as to
whether to pursue its rights against the fornmer custoner.

Finally, the fact that NCTDE w || be open on a nondi scrim natory
basis to all telecommunications carriers assuages any concern
that NCTDE m ght give its nenbers a significant conpetitive
advant age over rival carriers.

To the extent that the information exchange all ows NCTDE
menbers to better evaluate credit risk and/or increases their
ability to collect nonies owed them it could have a
proconpetitive effect, i.e., it could enhance efficiency and
| oner operating costs thereby increasing output.

This letter expresses the Departnment’s current enforcenent
intentions. |In accordance with its normal practice, the
Department reserves the right to bring an enforcenent action in
the future if the actual operation of the proposed informtion
exchange proves to be anticonpetitive in any purpose or effect.

This statenent is nmade in accordance with the Departnment’s
busi ness review procedure, 29 CF.R § 50.6. Pursuant to its
terns, your business review request and this letter will be nade
publicly available inediately, and any supporting data will be
made publicly available wthin thirty days of the date of this
letter, unless you request that any part of the material be
wi thhel d in accordance with Paragraph 10(c) of the business
revi ew procedure.

Si ncerely,

Joel I. Klein
Assi stant Attorney Ceneral



