
F
ederal C

om
m

unications C
om

m
ission

D
A

 98-2654

B
efore the

F
ederal C

om
m

unications C
om

m
ission

W
ashington, D

.C
. 20554

In the M
atter of

A
T

&
T

 C
O

R
P

.
A

T
&

T
 A

L
A

S
C

O
M

A
T

&
T

 P
U

E
R

T
O

 R
IC

O
A

T
&

T
 V

IR
G

iN
 IS

L
A

N
D

S

H
ong K

ong T
elecom

m
unications (P

acific) L
td.

)
A

pplications for authority, pursuant to S
ection 214 of )

the C
om

m
unications A

ct of 1934, as am
ended, to

	

)
provide sw

itched services using international private

	

)
lines interconnected w

ith the public sw
itched netw

ork )
at one or both ends betw

een the U
nited S

tates

	

)
and H

ong K
ong

	

)

O
R

D
E

R
, A

U
T

H
O

R
IZ

A
T

IO
N

 A
N

]) C
E

R
T

iF
IC

A
T

E

A
d

op
ted

: D
ecem

b
er 31, 1998

	

R
eleased

: Jan
u

ary 4, 1999

B
y the C

hief, T
elecom

m
unications D

ivision:

I. IN
T

R
O

D
U

C
T

IO
N

	

1.

	

W
ith this order, w

e add H
ong K

ong to the list of countries for w
hich U

.S
. carriers

m
ay provide sw

itched, basic telecom
m

unications services over international private lines (also know
n

as international sim
ple resale or "T

SR
").

W
e fm

d that tw
o m

ajor U
.S

. carriers' settlem
ent rates for

H
ong K

ong are below
 the C

om
m

ission's benchm
ark settlem

ent rate and have good reason to believe
that other U

.S
. carriers w

ill soon negotiate the sam
e rate.

W
e therefore conclude that the public

interest in cost-based telecom
m

unications services w
ould be served by perm

itting the above-referenced
applicants, and other authorized private line carriers, to interconnect their private lines betw

een the
U

nited S
tates and H

ong K
ong for the provision of sw

itched, basic services, at such tim
e as U

.S
.

carriers that handle
50

percent of the U
.S

 .-H
ong K

ong traffic are able to exchange traffic at rates at or
below

 the applicable benchm
ark settlem

ent rate.
O

ur action today w
ill perm

it U
.S

. carriers to route
traffic betw

een the U
nited S

tates and H
ong K

ong outside the traditional settlem
ents system

, enabling
them

 to offer U
.S

. international service at reduced rates.
W

e expect that such activity w
ill, in turn,

exert increased pressure to low
er settlem

ent rates further and reduce consum
er prices.

II. B
A

C
K

G
R

O
U

N
D

	

2.

	

H
ong K

ong T
elecom

m
unications (P

acific) L
td. (H

K
T

P
) filed an application seeking to

provide sw
itched basic service over private lines betw

een the U
nited S

tates and H
ong K

ong. A
T

&
T

C
orp., A

T
&

T
 A

lascom
, A

T
&

T
 P

uerto R
ico, and A

T
&

T
 V

irgin Islands (collectively, A
T

&
T

) filed a
joint application requesting S

ection 214 authority to provide sw
itched, basic telecom

m
unications

F
ile N

o. IT
C

-214-19981118-00820

F
ile N

o. IT
C

-214-19980930-00689



F
ed

eral C
om

m
u

n
ication

s C
om

m
ission

	

D
A

 98-2654

serv
ices u

sin
g

 th
eir au

th
o

rized
 in

tern
atio

n
al facilities-b

ased
 p

riv
ate lin

es b
etw

een
 th

e U
n

ited
 S

tates an
d

H
ong K

ong.
W

e p
laced

 b
o

th
 ap

p
licatio

n
s o

n
 p

u
b

lic n
o

tice.' A
T

&
T

 an
d

 M
C

I W
o

rld
C

o
m

 filed
co

m
m

en
ts o

n
 H

K
T

P
's ap

p
licatio

n
, an

d
 n

o
 p

arty
 o

p
p

o
sed

 A
T

&
T

's ap
p

licatio
n

 o
r su

b
m

itted
 co

m
m

en
ts.

III. D
IS

C
U

S
S

IO
N

3.

	

H
K

T
P

 is a co
rp

o
ratio

n
 o

rg
an

ized
 an

d
 ex

istin
g

 u
n

d
er th

e law
s o

f H
o

n
g

 K
o

n
g

. C
ab

le &
W

ireless, p
lc h

o
ld

s ap
p

ro
x

im
ately

54
p

ercen
t o

f H
K

T
P

's p
aren

t, H
o

n
g

 K
o

n
g

 T
eleco

m
. H

K
T

P
 is

affiliated
, th

ro
u

g
h

 C
ab

le an
d

 W
ireless, p

lc, w
ith

 carriers in
 3

9
 co

u
n

tries, in
clu

d
in

g
 th

e in
tern

atio
n

al
carrier in H

ong K
ong, H

ong K
ong T

elecom
m

unications International (H
K

T
I).2

H
K

T
P

 h
as ag

reed
 to

b
e su

b
ject to

 d
o

m
in

an
t carrier reg

u
latio

n
 o

n
 th

e U
.S

.-H
o

n
g

 K
o

n
g

 ro
u

te.3
 A

T
&

T
 is an

 au
th

o
rized

facilities-b
ased

 p
riv

ate lin
e carrier o

n
 th

e U
n

ited
 S

tates-H
o

n
g

 K
o

n
g

 ro
u

te.
A

T
&

T
 certifies th

at it is
n

o
t affiliated

 w
ith

 an
y

 fo
reig

n
 carrier in

 H
o

n
g

 K
o

n
g

.

4.

	

F
IK

T
P

 seek
s co

n
d

itio
n

al au
th

o
rizatio

n
 to

 p
ro

v
id

e sw
itch

ed
, b

asic serv
ice o

v
er reso

ld
p

riv
ate lin

es effectiv
e o

n
 th

e d
ate o

n
 w

h
ich

 th
e H

o
n

g
 K

o
n

g
 reg

u
lato

r, O
F

T
A

, co
m

m
en

ces g
ran

tin
g

ap
p

licatio
n

s fo
r licen

ses to
 p

ro
v

id
e in

tern
atio

n
al teleco

m
m

u
n

icatio
n

s serv
ice th

at w
ill allo

w
 licen

sees
to

 en
g

ag
e in

 v
o

ice T
S

R
 o

n
 th

e U
.S

.-H
o

n
g

 K
o

n
g

 ro
u

te, o
r u

p
o

n
 th

e d
ate o

n
 w

h
ich

 th
e settlem

en
t rate

o
n

 th
e ro

u
te d

ro
p

s to
 th

e ap
p

licab
le b

en
ch

m
ark

 rate, w
h

ich
ev

er co
m

es first. A
T

&
T

 seek
s au

th
o

rity
 to

u
se its au

th
o

rized
 facilities-b

ased
 p

riv
ate lin

es fo
r th

e p
ro

v
isio

n
 o

f sw
itch

ed
 serv

ices b
etw

een
 th

e
U

n
ited

 S
tates an

d
 H

o
n

g
 K

o
n

g
, as o

f Jan
u

ary
 1

, 1
9

9
9

.

5.

	

U
n

d
er th

e C
o

m
m

issio
n

's ru
les, th

e p
ro

v
isio

n
 o

f serv
ice v

ia T
S

R
 to

 H
o

n
g

 K
o

n
g

 is
su

b
ject to

 th
e co

n
d

itio
n

 th
at th

e settlem
en

t rate fo
r at least 5

0
 p

ercen
t o

f th
e settled

 U
.S

.-b
illed

 traffic
b

etw
een

 th
e U

n
ited

 S
tates an

d
 H

o
n

g
 K

o
n

g
 is at o

r b
elo

w
 th

e b
en

ch
m

ark
 settlem

en
t rate ad

o
p

ted
 in

 th
e

H
K

T
P

's applicationw
as placedon public notice on O

ctober 16, 1998. R
eportN

o. T
E

L
-000J9N

S
. A

T
&

T
's

application w
as placed on public notice on D

ecem
ber 4, 1998.

R
eport T

E
L

-00039N
S

.

T
hose countries are: A

nguilla, A
ntigua, A

scension Island, A
ustralia, B

arbados, B
erm

uda, B
ritish V

irgin
Islands, B

ulgaria, C
anada, C

aym
an Islands, C

hina, D
iego G

arcia, D
om

inica, F
alkland Islands, F

iji,
G

renada, H
ong K

ong, Indonesia, Jam
aica, Japan, M

acao, M
aldives, M

ontserrat, P
akistan, P

anam
a,

P
hilippines, R

ussia, S
eychelles, S

olom
an Islands, S

t. K
itts &

 N
evis, S

t. L
ucia, S

t. V
incent, T

onga,
T

rinidad &
 T

obago, T
urks &

 C
aicos, U

nited K
ingdom

, V
anuatu, Y

em
en.

A
 carrier that is affiliated w

ith a foreign carrier that possesses m
arket pow

er in the foreign m
arket it

seeks to serve m
ay be subject to the C

om
m

ission's dom
inant carrier safeguards pursuant to S

ection
63.10 of the C

om
m

ission's
rules.

S
ee 47

C
.F.R

.
§

63.10.
S

ee also R
ules and P

olicies on F
oreign

P
articipation in the U

S
. T

elecom
m

unications M
arket and M

arket E
ntry and R

egulation of F
oreign-

A
ffiliated E

ntities, R
eport and O

rder in lB
 D

ocket N
o. 97-142 and O

rder on R
econsideration in T

B
D

ocket N
o. 95-22, 12 F

C
C

 R
cd 23,891, 23,988-24,023,

¶f
215-292 (1997)

(F
oreign P

articipation
O

rder).

2
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n
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s C
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m
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B
en

ch
m

ark
s O

rd
er

o
r th

at H
o

n
g

 K
o

n
g

 affo
rd

 U
.S

. carriers eq
u

iv
alen

t o
p

p
o

rtu
n

ities to
 p

ro
v

id
e T

S
R

.4
T

h
e C

o
m

m
issio

n
's b

en
ch

m
ark

 settlem
en

t rate fo
r H

o
n

g
 K

o
n

g
 is 1

5
 cen

ts.

6.
A

T
&

T
 filed

 an
 In

tern
atio

n
al S

ettlem
en

ts P
o

licy
 N

o
tificatio

n
 o

f a ch
an

g
e in

 th
e

acco
u

n
tin

g
 rate fo

r In
tern

atio
n

al M
essag

e T
elep

h
o

n
e S

erv
ice (IM

T
S

) w
ith

 H
o

n
g

 K
o

n
g

 o
n

 N
o

v
em

b
er

13, 1998.
A

T
&

T
 n

o
tified

 th
e C

o
m

m
issio

n
 th

at th
e acco

u
n

tin
g

 rate fo
r IM

T
S

 serv
ice b

etw
een

 A
T

&
T

an
d

 H
K

T
I w

o
u

ld
 d

ecrease fro
m

.52
S

D
R

 to
 .1

0
 S

D
R

, effectiv
e Jan

u
ary

 1
, 1

9
9

9
. E

m
p

lo
y

in
g

 th
e

ex
ch

an
g

e rate o
n

 N
o

v
em

b
er 1

1
, 1

9
9

8
, A

T
&

T
 states th

at an
 acco

u
n

tin
g

 rate o
f .1

0
 S

D
R

 eq
u

ates to
 an

acco
u

n
tin

g
 rate o

f 1
3

.8
 cen

ts an
d

 a settlem
en

t rate o
f 6

.9
 cen

ts.
M

C
I W

o
rld

C
o

m
 also

 filed
 an

In
tern

atio
n

al S
ettlem

en
ts P

o
licy

 N
o

tificatio
n

 o
f a ch

an
g

e in
 th

e acco
u

n
tin

g
 rate fo

r IM
T

S
 w

ith
 H

o
n

g
K

o
n

g
 fo

r th
e sam

e rate n
eg

o
tiated

 b
y

 A
T

&
T

 o
n

 D
ecem

b
er 3

1
, 1

9
9

8
.

W
e n

o
te th

at, acco
rd

in
g

 to
 th

e
C

o
m

m
issio

n
's S

ectio
n

 4
3

.6
1

 traffic d
ata, A

T
&

T
 an

d
 M

C
I W

o
rld

C
o

m
 co

llectiv
ely

 h
an

d
le m

o
re th

an
 5

0
p

ercen
t o

f U
.S

. b
illed

 traffic o
n

 th
e U

.S
.-H

o
n

g
 K

o
n

g
 ro

u
te.5

7.
B

ecau
se A

T
&

T
 an

d
 M

C
I W

o
rld

C
o

m
 co

llectiv
ely

 h
an

d
le m

o
re th

an
 5

0
 p

ercen
t o

f U
.S

.
b

illed
 traffic o

n
 th

e U
.S

.-H
o

n
g

 K
o

n
g

 ro
u

te, w
e fin

d
 th

at H
o

n
g

 K
o

n
g

 w
ill satisfy

 th
e b

en
ch

m
ark

co
n

d
itio

n
 fo

r T
S

R
 as o

f th
e effectiv

e d
ate o

f th
o

se ag
reem

en
ts, Jan

u
ary

 1
, 1

9
9

9
. A

cco
rd

in
g

ly
, w

e
g

ran
t th

e ap
p

licatio
n

s o
f A

T
&

T
 an

d
 H

K
T

P
 to

 p
ro

v
id

e sw
itch

ed
 serv

ices u
sin

g
 in

tern
atio

n
al p

riv
ate

lin
es b

etw
een

 th
e U

n
ited

 S
tates an

d
 H

o
n

g
 K

o
n

g
, effectiv

e o
n

 Jan
u

ary
 1

, 1
9

9
9

. A
t th

at tim
e, w

e w
ill

also
 ad

d
 H

o
n

g
 K

o
n

g
 to

 th
e list o

f d
estin

atio
n

s fo
r w

h
ich

 U
.S

. carriers m
ay

 p
ro

v
id

e sw
itch

ed
 serv

ices
o

v
er th

eir au
th

o
rized

 facilities-b
ased

 o
r reso

ld
 p

riv
ate lin

es o
n

 th
at d

ate.6

8.
A

T
&

T
 an

d
 M

C
I filed

 co
m

m
en

ts in
 resp

o
n

se to
 H

K
T

P
's ap

p
licatio

n
. A

T
&

T
 arg

u
es

th
at H

K
T

P
 h

as n
o

t satisfied
 th

e eq
u

iv
alen

cy
 test, b

u
t states th

at it su
p

p
o

rts th
e au

th
o

rizatio
n

 o
f IS

R
 fo

r
serv

ice to
 H

o
n

g
 K

o
n

g
 as o

f Jan
u

ary
 1

, 1
9

9
9

. M
C

I also
 states th

at H
o

n
g

 K
o

n
g

 d
o

es n
o

t, at th
e tim

e o
f

4
International S

ettlem
ent R

ates,
lB

 D
ocket N

o. 96-21, R
eport and O

rder, 12 F
C

C
 R

cd 19806 (1997),
recon. pending, appeal filed, C

able &
 W

ireless v. F
C

C
,

N
o. 97-16 12 (D

.C
. C

ir. filed S
ept.

25,
1997)

(B
enchm

arks O
rder). S

ee
47 C

.F
.R

.
§

63.1 8(e)(4) (as am
ended in the

F
oreign P

articipation O
rder

¶
79

&
A

pp. C
.

S
ee also F

oreign P
articipation O

rder
¶

85 (concluding that, in the case of a W
orld T

rade
O

rganization m
arket that does not m

eet the benchm
ark condition, carriers w

ould have the option of
dem

onstrating that the m
arket affords U

.S
. carriers equivalent opportunities to provide IS

R
).

See
1996 S

ection 43.61 International T
elecom

m
unications D

ata, January 1998 (available at
http://w

w
w

.fcc.gov/ccb/stats).

O
ur rules autom

atically expand the S
ection 214 authority of carriers authorized to resell interconnected

private lines to include an additional country at the tim
e the C

om
m

ission determ
ines that the country

satisfies the C
om

m
ission's requirem

ents for providing sw
itched services over private lines. T

his rule is
subject to one exception: if the carrier is affiliated w

ith a carrier in the country at the foreign end of the
private line, and the C

om
m

ission has not determ
ined that the foreign carrier lacks sufficient m

arket
pow

er to affect com
petition adversely in the U

.S
. m

arket. In such a case, the U
.S

. carrier m
ust seek

specific S
ection 214 authority to resell private lines for the provision of sw

itched service to that country.
S

ee S
tream

lining the International S
ection 214 A

uthorization P
rocess and T

ariff R
equirem

ents,
R

eport
and O

rder, 11 F
C

C
 R

cd 12884, 12898-12900 (1996);
see also

47 C
.F

.R
.

§
63.18(e)(2)(ii)(A

)(2) (as
am

ended by the
F

oreign P
articipation O

rder,
A

ppendix C
). T

he rules also perm
it U

.S
. facilities-based

private line carriers to use their authorized private lines to provide sw
itched, basic services to designated

countries subject to the sam
e exception. 47 C

.F
.R

.
§

63.18(e)(4) (as am
ended by the

F
oreign

P
articipation O

rder,
A

ppendix C
).

3



F
ederal C

om
m

unications C
om

m
ission

	

D
A

 98-2654

its
com

m
ents, satisfy the C

om
m

ission's conditions to provide T
S

R
. B

ecause w
e find that H

ong K
ong

w
ill m

eet the C
om

m
ssion's

B
enchm

arks
condition on the effective date of this O

rder, w
e do not reach

the issue of w
hether H

ong K
ong satisfies the equivalency test and therefore find that neither A

T
&

T
nor M

C
I W

orldC
om

 raises issues that w
ould bar granting H

K
T

P
's authorization.

IV
.

O
R

D
E

R
IN

G
C

L
A

U
SE

S

9.

	

A
ccordingly, IT

 IS
 O

R
D

E
R

E
D

 that the applications of A
T

&
T

 C
orp., A

T
&

T
 A

lascom
,

A
T

&
T

 P
uerto R

ico, and A
T

&
T

 V
irgin Islands, F

ile N
o. IT

C
-214-19981 118-00820 and H

ong K
ong

T
elecom

m
unications (P

acific) L
td., F

ile N
o. IT

C
-214-19980930-00689 A

R
E

 G
R

A
N

T
E

D
, and A

T
&

T
C

orp., A
T

&
T

 A
lascom

, A
T

&
T

 P
uerto R

ico, and A
T

&
T

 V
irgin Islands are authorized, pursuant to

S
ection 63.1 8(e)(4) of the C

om
m

ission's R
ules, 47 C

.F
.R

. § 63.1 8(e)(4), to provide sw
itched, basic

telecom
m

unications services using their authorized international facilities-based private lines
interconnected to the public sw

itched netw
ork at one or both ends betw

een the U
nited S

tates and H
ong

K
ong; H

ong K
ong T

elecom
m

unications (P
acific) L

td. is authorized, pursuant to S
ection 63.18(e)(3) of

the C
om

m
ission's rules, 47 C

.F
.R

. § 63.18(e)(3), to provide sw
itched, basic telecom

m
unications

service using resold international private lines interconnected to the public sw
itched netw

ork at one or
both ends betw

een the U
nited S

tates and H
ong K

ong;

10.

	

IT
 IS

 F
U

R
T

H
E

R
 O

R
D

E
R

E
D

 that the authority granted herein to provide sw
itched,

basic telecom
m

unications services using international private lines betw
een the U

nited S
tates and H

ong
K

ong for the provision of sw
itched services is lim

ited to the provision of such services betw
een the

U
nited S

tates and I-long K
ong. T

his restriction is subject to the follow
ing exceptions: (a) the

applicants m
ay engage in "sw

itched hubbing" through H
ong K

ong consistent w
ith S

ection 63.17 of the
C

om
m

ission's R
ules, 47 C

.F
.R

. § 63.17; and (b) the applicants m
ay provide U

.S
. inbound or outbound

sw
itched, basic services over their authorized resold and facilities-based private lines extending

betw
een the U

nited S
tates and H

ong K
ong, as w

ell as the U
nited K

ingdom
, S

w
eden, N

ew
 Z

ealand,
A

ustralia, the N
etherlands, L

uxem
bourg, N

orw
ay, D

enm
ark, F

rance, G
erm

any, B
elgium

, A
ustria,

S
w

itzerland, Japan, Italy, and Ireland, provided the applicants are authorized to provide sw
itched

services over private lines betw
een the U

nited S
tates and those countries;

11.

	

IT
 IS

 F
U

R
T

H
E

R
 O

R
D

E
R

E
D

 that H
ong K

ong T
elecom

m
unications (P

acific) L
td. w

ill
be regulated as a dom

inant carrier on the U
.S

.-H
ong K

ong route, pursuant to S
ection 214 of the A

ct,
47 U

.S
.C

. § 214, and S
ection 63.10 of the C

om
m

ission's rules, 47 C
.F

.R
. § 63.10, and w

ill com
ply

w
ith the requirem

ents of paragraph (c) of that section. T
he quarterly traffic reports filed pursuant to

S
ection 63.10(c) m

ust include the inform
ation required by S

ection 43.61 of the C
om

m
ission's rules,

47 C
.F

.R
. § 43.61, for "facilities resale" on the U

.S
.-H

ong K
ong route;

12.
IT

 IS F
U

R
T

H
E

R
 O

R
D

E
R

E
D

that H
ong K

ong T
elecom

m
unications (P

acific) L
td.

A
T

&
T

 C
orp., A

T
&

T
 A

lascom
, A

T
&

T
 P

uerto R
ico, and A

T
&

T
 V

irgin Islands w
ill com

ply w
ith

S
ections 63.21 of the C

om
m

ission's rules, 47 C
.F

.R
. § 63.21;

4



F
ederal C

om
m

unications C
om

m
ission

	

D
A

 98-2654

13.

	

T
his O

rder is issued under S
ection 0.261 of the C

om
m

ission's rules, 47 C
.F

.R
. §

0.261, and is effective on January 1, 1999. P
etitions for reconsideration under S

ection 1.106 of the
C

om
m

ission's rules, 47 C
.F

.R
. § 1.106 (1996), or applications for review

 under S
ection 1.115 of the

C
om

m
ission's rules, 47 C

.F
.R

. § 1.115 (1996), m
ay be filed w

ithin 30 days of the date of public
notice of this O

rder, A
uthorization and C

ertificate (see 47 C
.F

.R
. § 1 .4(b)(2)).

F
E

D
E

R
A

L
 C

O
M

M
U

N
IC

A
T

IO
N

S
 C

O
M

M
IS

S
IO

N

/
i

	

z

D
iane J. C

ornell
C

hief, T
elecom

m
unications D

ivision
International B

ureau
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