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Purpose
This proposal provides two possible frameworks for formation of a new Industry Entity to manage the centralized toll-free database (the SMS/800) in an efficient and competitively neutral manner.  
Note:  Currently the SMT structure, budget, detail of responsibilities, and minutes of meetings are not public.  There are assumptions made for this proposal that may be incorrect and a d substantive changes may be required based on that information.
Background
In the late 1980s the FCC first ordered toll free portability.  The Bell Operating Companies (BOC) were charged with the development of a system to accomplish this.  Since the development was the responsibility of those companies the FCC also ordered the BOCs to undertake the responsibility for regulatory matters including the section of FCC Tariff 1 which dictated the responsibilities, obligations, and rate structure for SMS/800.  Rules and responsibilities of RespOrgs fell both to the tariff language and also to the OBF committee working on details.  

Later this BOC entity, known as SMS/800 Management (SMT,) in the interest of making their management more efficient, changed their structure to an LLC.  The reorganized LLC still had a board seat assigned to each of the Bell Operating Companies and their purpose and responsibilities remained the same.  Over the next fifteen years the Bell Operating Companies, through mergers and acquisitions, became only three companies.  Today the SMT consists of three board positions; Qwest, AT&T, and Verizon.

During this same period of time the number of RespOrgs grew significantly while the types of businesses becoming RespOrgs expanded.  In April 1993 there were about a dozen RespOrgs that included the Bell Companies, AT&T, MCI, Sprint, Alltel, ATL Communications, and a few more.  Today there are 399 RespOrgs and there are not only carriers and resellers, but also end users, cable companies, numbers brokers, consultants, shared use providers, chat sites, and even other businesses.

In 2002 a group of RespOrgs worked on changing the structure of the SMT.  There was a full set of LLC articles written.  At the time Sprint was underwriting this effort and when Sprint’s business moved in a different direction it didn’t continue.  In 2008 Steven Levinn from csf Corporation and Aelea Christofferson of ATL Communications brought this issue to the FCC in combination with some other RespOrg concerns, but there was no real follow-up done after that meeting.

Why is there a need for change and why now?
The toll free industry has changed substantially since the draft of the tariff was originally produced.  At that time there was limited toll free competition; in fact there was limited long distance competition.  Local competition was not yet envisioned. Since there was little competition the idea that there was a marketable value to toll free numbers was also not considered in a realistic way.  It was thought that RespOrgs would be primarily the Bell Operating Companies and a handful of carriers and resellers.  Instead the original design has left 496 of the 499 RespOrgs outside the decision making process that decides their day to day RespOrg operations.

The force that drove the “why now” is the need to consider changes that go to the core of how SMS works; primarily IP termination.  There are companies in the toll free business now that have never been landline companies and find it surprising and unacceptable that they are required to use one of six networks to terminate their toll free calls.  The fact that it has been expensive and difficult to widely distribute a Carrier Identification Code (CIC) has limited the choice of providers.  The last carrier to implement a ubiquitous CIC code was Williams Communications (Level 3) in the early 2000s.  Now with the announcement of the eventual demise of landlines, investment to grow this group of six seems unlikely.  The need to make a change is also driven by the fact that three of the six companies with widely distributed CIC code access are the SMT member companies.  This has resulted in an environment that makes IP termination providers uneasy about entering into a service controlled by essentially by the Bell System.  

Proposal 1: Maintain current structure, but significantly change management structure. 

Currently SMS/800 is owned by the SMT.  It is an LLC that is charged with not making money, but providing a breakeven service each year,  Every year the cost of the SMS and all supporting systems is divided by the number of toll free numbers assigned to a RespOrg and a per number per month rate is established.  Within the costs are certain costs associated with operating the LLC, but that information is not public

Proposal 1 assumes that however that ownership structure is described in the LLC document would remain the same, but there would be a new board would that would become the oversight and decision making body for SMS and toll free decisions.  Some of those responsibilities that most affect all RespOrg include:

· Manage of the FCC tariff.
· Be primary interface with the FCC and SNAC.
· Manage the Help Desk responsibilities of DSMI 
· Determine SMS upgrades and changes
· Select vendor that will affect RespOrg’s operations
· Determine RespOrg obligations and requirements

There are other SMT functions that would need to be identified as more information becomes available.  

The focus of the new entity would be ensuring the needs of the customer (RespOrgs) are met and that future changes in the SMS/800 system are determined based on wide industry input.  One major change is that this organization would be accessible and transparent to all RespOrgs and the industry as a whole.  SCP operation would also be considered as new IP functionality is discussed.



Proposal 2: Establish a new LLC made up of RespOrgs to replace the current SMT structure.

It is difficult to describe this proposal in detail due to SMT’s current closed environment. The proposal is made assuming that it is determined that the BOCs original investment should not drive current industry needs.   The SMT companies would roll over any working capital funds on the SMT books to this new entity and that entity would become fully responsible for all current responsibilities of the SMT.  Whether or not this is preferable to some degree would hinge on the BOCs ability to accept and function under the elements of Proposal 1 where decisions of the new entity would direct the SMT regardless of whether the election places BOC companies on the board.   

In either case the board membership would be essentially the same.
Board of Directors 
· The board will consist of no more than seven RespOrg members. There would be an additional slot reserved for an SCP Owner/operator who would be a voting member only when the matter at issue affects SCP owner/operators.  The delegate must declare the position for which they are running at the time of the election.
· The board will have a Chair, a co-chair, a treasurer, and a secretary.
· The board member receiving the most votes will be Chairman of the Board.  The other positions will be determined by a vote of the board of directors.
· “Current Resp” is defined as a company with a RespOrg entity assigned and current on all DSMI billing. 
· Board members must be employed by a current RespOrg. 
· Board member must commit to missing no more than two meetings in a calendar year.  If more meetings are missed the board can vote to have the member replaced on the board.
· The board will be charged with appointing Advisory Groups as necessary.


Election of Board of Directors 
· Any current RespOrg company is allotted one vote.
· “RespOrg Company” is defined as a business enterprise whose ownership and management are the same.  Determination of “RespOrg Company” will be based on application and billing records of DSMI.  The intent of this rule is to limit companies from opening RespOrg entities for the purpose of having multiple votes.
· Board positions are elected to three year terms.
· If a board member resigns, is removed for attendance, or for any other reason will not continue on the board, a special election will be called.
· There are no term limitations.  

Board of Directors Meetings
· Board will meet in person or electronically at least once a month
· Meetings and minutes to meetings will be open to the industry, but participation during the meeting will be limited to board members.  Time will be put on the agenda each meeting for input from the industry.
· Occasionally there may be portions of meetings determined to be proprietary and this will be noted in meeting announcements.

Board Compensation
Compensation will be determined as more information is available on current SMT responsibilities, but the purpose of compensation will be to cover costs, not as salary.

What do we need from the FCC?

This document was not prepared with the intention to only update the FCC and the industry.  The companies signed below are asking that the FCC order that there be changes made so that the toll free industry is not constrained by SMT control of toll free systems.  We also request that this process move forward quickly as there are currently several plans underway by companies to build and implement a “bypass” option for SMS.  We do not feel that is in the best interest of the industry, but have no doubt that within six-months if progress is not being made on this issue it may be too late for the SMS to be a viable option. 
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