Fletcher Building
101 East Gaines Street
Tallahassee, Florida 32399-0850

MEMORANDTUM

January 17, 1991

TO ¢t DIRECTOR, DIVISION OF RECORDS AND REPORTING

FROM : DIVISION OF APPEALS (WYROUGH
DIVISION OF CONSUMER AFFALRS
DIVISION OF COMMUNICATIONS 'RU.
DIVISION OF RESEARCH (

RE s = PROPOSED AMENDMENTS TO RULE 25-
4.107, F.A.C., ON TO CUSTOMERS, PERTAINING TO
EXTENDED PAYMENT PLAN FOR THE PAYMENT OF SERVICE
CONNECTION CHARGES

AGENDA: 1/29/91 - CONTROVERSIAL AGENDA - PARTIES MAY
PARTICIPATE

PANEL : FULL COMMISSION
CRITICAL DATES: NONE
RULE BTATUS: PROPOSAL MAY BE DEFERRED

IBBUE 1: Should the Commission propose to amend Rule 25-4.107,
F.A.C., titled Information to Customers?

RECOMMENDATION: Yes, the Commission should propose to amend Rule
25-4.107, F.A.C., titled Information to Customers.

BTAFF ANALYBIB: Rule 25-4.107, F.A.C., Information to Customers,
promulgates the Commission's requirements of telecommunications
companies regarding the substance of information that must be
provided to customers at the time of initia. contact with the
company. The proposed rule revision adds the requirement that each
company inform parties applying for service, or requesting service
information, of the availability of the company's extended payment
plan for the payment of service connection charges. The new
language specifies that the information provided shall include, but
not be limited to, information on rate amounts and installment time
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periods and procedures.

The purpose of this rule revision is to insure that all
customers who wish to have telephone service, but have financial
barriers to doing so, are adequately informed of the company's plan
for extended payment of service connection charges. The
availability of such a plan enharces the lic policy goal of
making basic telecommunications services available to all residents
at reasonable and affordable prices.

The Division of Consumer Affa'rs has received requests for
assistance from customers who have a perceived inability to pay the
initial installation charges. Some of these customers have been
unaware the company offers extended payment plans.

The responses of companies to the Division of Research
indicate that the mechanical costs of meeting the additional
requirements of the rule revision would be minimal. (See Table 1
of the attached EIS for estimated total costs). Howaver, the
companies have expressed concerns about the cash flow problems that
would result if more customers opt for the extended payment plans.
There are also concerns of an increase in unceollectibles resulting
from new customers who cannot or will not pay their bills.

Staff recognizes that the extended payment option can result
in additional costs to the companies. However, the Commission has
expressed 2 policy that such a plan is in the public interest and
should be offered as an option to customers. This policy has
little effect if all customers are not made aware of it. It would
be especially undesirable for companies to pick and choose who gets
this information and who does not. This type of discrimination
would be meritless and unacceptable. Therefore, staff recommends
the rule revision be adopted.

Attachment A is the Economic Impact Statement and Attachment
B is the revised rule.

ISBUE 2: After this rule revision has been filed with the
Department of State and becomes effective, should this docket be

closed?

RECOMMENDATION: Yes.
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STAYY ANMALYSIS: This docket need not remain open after the rule
becomes effective.
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DIRECT COSTS TO THE AGENCY ¢

There should be no direct agency costs occasioned by adoption of the
proposed rule revision. In fact, staff time spent addressing inquires should
decrease with implementation of the rule revision. Over the past few months, the
Consumer Affairs Division has received several requests from customers for
financial assistance with initial installat on of service. These requests have
occurred dde to custolel_-é" perceived fnabi-‘l ‘ty to paj the initial cosfa' required
for installation of telephone service. Although companies assert they do .ork
with potential subscribers who might have problems paying initial service charge
costs, some of these customers gither have not received this information, or have
not understood it. Suhsequont'ly tlloy hm ‘turned to the Co.ission for
: assistance llplelthtttibn of thh nrnpotnd rlvfsion-ubuld eliltnate or reduce-~ :

o

these requests for assistance.

COSTS AND BENEFITS TO THOSE PARTIES DIRECTLY AFFECTED BY THE RULE
Twelve of the thirteen local exchange companies (LECs) responded to

a data request for information on costs and Mfits. ‘ﬁsta-Uﬁited did not
submit a response. .

Four of the twelve companies responding provided cost information.
(Table 1). One of the four responding companies, Southland, estimated an annual
additional cost of $3,000 should the rule revision be adopted, but provided no
supporting data upon which to base this estimate. The remaining three companies
(General, Southern Bell, and United) submitted cost information based on the
number of contacts for 1989 and the additional estimated cost per contact. The
companies indicated costs ranging from 24.8 cents per contact to 75.62 cents per

contact. Total maximum estimated costs based on 1989 figures are: United,
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$206,600; Gentel, $122,648; and Sout_.lnrn Bell, $253,952. Table 1 illustrates the
full- sc'ope' of the data’ provided. These three’ coﬁunies.'accbu'nt for
approximately 95 percent of the local exchange business and ﬁsidential service
within the state. These companies would provide an adequate representative base
of cost estimates for implementation of this rule change.

None of the. comanios indicated severe concern with the costs
involved in providing the infon.ation to customers. In fact, nearly all
responding companies indicated th- mechanical cost of meeting the rule revision
requirenent would be minimal.

The major concern of those utilities was the peripheral effects the
revision éould'ﬁhve ‘on cash flow. These concérns aﬁpear best expressed by
Southern Bell as outlined below: -

Offering the axt_endéd payment plan to all applicants for

service would result in the following additional costs

and effects, which can only be quantified in part at

this time:

0 A reduction in cash flow for the company would

result as more cuystomers accept the extended
payment option. .

o Higher costs for additional short-term borrowing
resulting from reduced cash flow.

0 An increase in uncollectibles may result. If
customers are disconnected for nonpayment, and
the extended payment plan charges have not yet
been paid, there will be an increase in
uncollectible levels.
0 An increase in charges to other customers could
be needed if installation changes for extended
payment plan customers are not recovered.
A1l responding LECs stated they could foresee no cost savings or
benefits as a result of the rule revision. In summary, the companies do not

appear unduly concerned with the estimated cost of actually implementing the rule
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but do have very real concerns about the aacillary costs which could occur. It
can logically be assumed thlt-;OIO additional customers will . opt .for extended
payment when notified of its availability. Depending upon the percentage of
customers opting for the extended payment plan, some cash flow problems may
occﬁr. possibly to the point where additional short-term borrowing will be
required creating additional cxpense. In addition,. tﬁere will be some
unﬁuantified nuubé? of those a.ditional customers opting for extended payment
which will become bad debts. This will result in an increase in uncollectible
amounts. Any negative economic impact caused by either additional debt service
or increased uncollectibles will result in expenses which will be borne by the

general body of ratepayers of the affoctad:colﬁany.

It is possible some indirect costs would accres to the subseriber
body in the event circuls;ances evolved as outlined above by Southern Bell.

A particular ‘smut' of 'th_e public body would benefit by increased
accessibiiity to teleﬁhone servic;. As is evidenced by those members of the
public who have contacted ihcinivision of Consumer Affairs, there are persons
desiring telephone service who can afford this service on a time payment plan but
cannot pay all installation charges up front. These same contacts provide
evidence that not all companies in all cases are providing time payment
assistance to those wanting or needing time payments. The rule revision would

be of benefit to these persons.

IMPACT ON SMALL BUSINESSES

There would be no impact on small businesses as defined in Section
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- 120.54, Florida Statutes, Florida Small and Minority Business Assistance Act of
' 1985, as_iona of the Tocal eéxchange companies are small businesses.

IMPACT ON COMPETITION
There would be no impact on competition.as all affected éomanies are

LECs uho are cortiﬂclm as the only entity allonqd to provide local exchange
service uithin their certificated service arca. '

IMPACT ON EMPLOYMENT
There should be no increase or decrease in employment. The slight

* decrease in coqﬂaints to tllo Commission that is anticipated, and the minimal
“amount of time estinud by tlu utﬂitios to provide the additional requiredy
...1nfomt10n m 1n|tm cont(ct:, -fndlclte no msunb’le 1|p|ct on aither ‘group.

METHODOLOGY
Discussions were held with the Division of Legal Services, Division

of Communications, and Division of Consumer ‘Affairs. Data requests were
distributed to the LECs, and follow-up telephone conversations were held.
Standard microeconomic analysis was applied to the data.

PEM: jn/e-infocu
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TABLE 1

Number of Additional . Additional Estimated

Contacts Cost per Time per Additional

Company in 1989 _ Contact Contact Total Cost
Southland ? 7" ? 3,000
United 217,854 0.7562¢ 02-03 min  137,700-206, 600
~ Gentel 411,971 0.2977¢ 45-60 sec 122,648
Southern Bell 1,024,000 0.2480¢ 22.50 sec 253,952

09



10
1
12
13
14
15
16
17
18
19
20
21
22
23
24

25

25-4.107 Information to Customers.

(1) Each company shall ?rovlde such information and
assistance as is reasonable to assist any customer or applicant
in obtaining telephone service adequate to his communications
needs. At the time of initial contact, each company shall advise
the person applying for or inquiring about residential or single

line business sorvlco of the rate nnd_:h._ggnn‘gsxgn_ghgxg; for

the least .xponsiv. orie party basic local cxohange tclophona

service available to- him unlonl ho r.quo.tl sp.ciric equipment or -

services. MMWWM

 connection charges. The information provided shall include. but

3 .
time periods and protedures. The person shall also be informed
of the availability and rate for a "No Sales Solicitation“
listing. In any dilcussion of onhanced or optional services,
each service shall be 1dont1tiod spocitically, and the price of
each service shall be givun. Such person shall also be informed
of the availability of and rates for local measured service, if
offered in his exchange.

(2) At the earliest time practicable, the company shall
provide to that customer the billing cycle and approximate date
he may expect to receive his monthly billing.

Specific Authority: 350.127(2), F.S.

CODING: Words underlined are additions; words in
struck—through type are deletions from existing law.
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Lav Implemented: 364.03, 364.04, F.S.
History: New 7/6/89, d—m.d_ 11/30/86, 11/28/89

CODING: Words underlined are additions; words in
struck—-through type are deletions from existing law.
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