























DOCKET NO. 570882-T1
DATE: September 24, 1998

Subsection (13): There are instances in which companies follow
all the verification procedures and a customer may still have his
service changed without authorization. For instance, a business
customer will send in a list of numbers to be changed and within
that list is a number belconging to another person. That person
gets his service changed, The company relied upon the customer for
the information. In certain instances, such reliance is well
founded as interexchange carriers do not have access to data bases
that allow it to cross-check information. Because another person
was changed, a slam occurred. That person should be refunded and
put back on his original service. The company, in reliance upon
its customer, could not have done more to prevent the slam. Staff
recognizes that this type of problem cannot be reduced further by
fining the company. Another scenario occurs when a company clerk
inputs the information and reverses numbers. The same rational
applies so long as the problem occurs on a random basis.

The Legislature recognized such problems exist and included a
provision in a new statute that provides:

The commission shall adopt rules to prevent the unauthorized
changing of a subscriber’s telecommunications service. Such
rules shall . . . allow for a subscriber’s change to be
considered valid if verification was performed consistent with
commission’s rules.”

Section 364.603(l), Florida Statutes (1998). Staff recommends
adoption of paragraph ({(a) that provides a company shail not be
deemed to have committed an unauthorized carrier change infraction
if the company, including its agents and contractors, followed the
verification procedures under subsection (2} with respect to the
person requesting the change, did so in good faith, and complied
with the credit procedures of subsection {8). A company would face
additional action by the Commission where it did not follow the
verification procedures as required, did not comply wi .h the credit
procedures, or did not act in good faith.

Companies and staff were concerned where the company followed
all provisions of the rules and an unauthorized change still
occurred. Staff and the companies agreed that situations arise on
a case-by-case basis that may not warrant further action by the
Commission. It was unclear from the rules whether such discretion
was allowed under the rules. Subsection (b} provides for
discretion in determir.ing whether fines or other remedies are
appropriate when an unauthorized carrier change .nfraction
occurred. The factors recommended by staff include factors that
were considered in actual circumstances that have occurred and are
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MEMORANDUM

October 20, 1998

TO: DIVISION OF APPEALS (CALDWELL)
FROM:  DIVISION OF RESEARCH AND REGULATORY REVIEW (LEWIS) WQ,@M

SUBJECT: ADDENDUM TO THE SECOND REVISED STATEMENT OF ESTIMATED
REGULATORY COSTS, DOCKET NO. 970882-TL, PROPOSED AMENDMENTS
TO RULE 25-4.003, F.A.C., DEFINITIONS; RULE 254.110, FA.C., CUSTOMER
BILLING; RULE 25-4.118, F.A.C., INTEREXCHANGE CARRIER SELECTION;
RULE 25-24.490, F.A.C., CUSTOMER RELATIONS; RULES INCORPORATED.
PROPOSED RULE 25-24.845, FA.C., CUSTOMER RELATIONS; RULES
INCORPORATED

BACKGROUND )

A Statement of Estimated Regulatory Costs (SERC) dated December 1, 1997, accompanied
the recommendation to propose the rule amendments filed for the December 16, 1997, agenda
conference. A Revised SERC (dated February 6, 1998) was prepared for the Rule Hearing which
took place February 6 and 16, 1998. It addressed modifications made to the proposed rule
amendments and lower cost regulatory alternatives filed by the Florida Competitive Carrier's
Assaciation (FCCA) and Sprint Communications Company Limited Partnership (Sprint). A Second
Revised SERC (dated May 6, 1998) was prepared to address post-hearing modifications made to the
proposed rule amendments and a lower cost regulatory alternative filed by LCI International
Telecom Corporation (LCI). The Second Revised SERC accompanied the recor mendation for
adoption filed for the May 19, 1998, agenda.  This Addendum to the Second Revised SERC
addresses costs and benefits for those portions of the rule that have been modified since the rule was
filed for adoption with the Department of State on May 27, 1998.

SUMMARY OF MODIFICATIONS MADE TO THE RULE

Language defining the term “other authorized person™ was added to proposed Rule 25-
4.118(1), F.A.C. Under the proposed amendments to Rule 25-4.118(2)a)-(b), F.A.C., s LEC shall
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accept a change request, and a local provider or interexchange carrier ((XC) may submit such a
request only after certain conditions have been fulfilled under one of four options.

Several modifications were made o options (b), (c) and (d). Option (b) no longer requires
the provider to make an audio recording of a customer-initiated call. Option (b) has been modified
to require the provider to obtain specific information from the customer when it intends to rely upon
the customer-initiated call as documentation for the carrier change. Additionally, proposed language
was added thst will allow providers six months from the effective date of the rule before they are
required to obtain such information from customer-initiated calls. Option (¢) requires that third-
party verification calls be recorded; it was modified by adding language to notify the customer that
the call will be recorded and by adding an implementation date of six months after the effective date
of the rule. The modification to option (d) clanfies that using the informational package to
document consent is not limited to change requests received through telemarketing efforts.

Proposed Rule 24-4.118(6), F.A.C., was modified to require that information obtained under
any of the four options must be maintained by the provider for one year.

The proposed amendment t0 Rule 25-4.118(8), F.A.C., was modified to clarify that only 1+
charges are required to be credited and to clarify that such credit shall not be required i " the customer
makes a false claim.

A modification that would allow a provider to usc cither its toll-free customer service
number or to designate a separate toll-free number to meet the answer time requirement was added
to proposed Rule 25-4.118(12), F.A.C. Provisions for notifying customers of the separate number
(if used) were also added to the proposed rules.

According to proposed Rule 25-4.118(12), F.A.C., if a provider uses a recording device to
take customer compleints, it must attempt to contact the complainant no later than the next business
day following the date of the recording. A modification to this part requires that the provider
continue its atternpts (0 contact the customer for up to three subsequent days or send 2 letter to the
customer. Language was also added which allows a provider six months from the effective date of
the rule to meet the call complet.on requirements specified by the proposed rule.

Finaily, subsection (13) was added to clarify that a company will not be deemed 1o have
committed an unauthorized carrier change if it followed the procedures outlined in the rule in good
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faith. Subsection (13) also enumerates mitigating conditions the Commission shall consider when
determining appropriate fines or other remedies in response to unauthorized carrier changes.

Modifications made to the proposed rule and proposed rule amendments since the previous
SERCs were completed have not changed the number or type of entities that would be required to
comply. However, the number of ALECs and IXCs that hold certificates in Florida has increased
slightly since completion of the SERC dated May 6, 1998. At this writing, certificates to provide
telecommunications service are beld by 10 LECs, approximately 200 ALECs, and over 500 IXCs.

Implementation costs for the Commission and other state and local government entities
should not be affected by the modifications made to the proposed rule. Enforcement costs to the
Comrnission should decrease as a result of adding clarifying ianguage to certain sections of the rule,
such as: definitions, implementation dates, verification data, billing credits, complaint procedures,
and answer time requirements. Clear statements regarding the procedures companies are required
to follow will allow staff to more quickly determine whether a company has committed an
unauthorized carrier change. According to cost data filed previously, some companies would have
requested formal proceedings rather than provide billing credits they believed were unwarranted.
Though the right to request formal resslution is preserved, it appears the need for formal
proceedings would be reduced by the addition of the clarifying language.

ESTIMATED TRANSACTIONAL COSTS
TO INDIVIDUALS AND ENTITIES

This section describes how the modifications to the proposed rule amendments will impact
the transactional costs to affected entities.

Propased Rule 25-24.845, FA.C., Customer Relations; Rules Incorporated
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No direct modifications have been made since the rule was filed for adoption with the
Department of State on May 27, 1998. Modifications to proposed Rule 25-4.118 (incorporated by
reference) are discussed below.

Proposed Amendments to Rule 25-4.003, FA.C., Definitions
No modifications have been made since the rule was filed for adoption with the Department
of State on May 27, 1998,

Proposed Amendments to Rule 254.110, FA.C, Customer Bllling for Local Exchange
Telecommunications Compeanies

No modifications have been made since the rule was filed for adoption with the Department
of State on May 27, 1998. .

Proposed Amendments to Rule 25-4.118, FA.C., Interexchange Carrier Selection

The requirement to audio record inbound calls has been removed from the proposed
amendments to Rule 24-4.118(2)b), FA.C. A requirement that the provider obtain at least one of
three types of verification data has been added. These modifications will make rule compliance less
costly for ell providers. There were significant costs associated with audio recording inboun | calls
both for implementation (equipment, programming, vendor contracts, and staff training) and on a
going-forward basis (maintenance, record retrieval, vendor contracts, and increased staff/customer
talk ime). Substituting a requirement 1o obtain verification data will reduce or eliminate many of
those costs. Though there mary still be a s!1ght increase in the amount of talk time required to obtain
the verification data, it should be more than offset by the cost reductions in the areas of equipment
purchase and maintenance and record storage and retrieval. Small companies may have been unable
to use the audio recording method due to the up-front investment and maintenance costs. These
companies should not find it cost prohibitive to obtsin and maintain additional verification data,
because this can be done using systems (database files) already in place.

This rule modification also means that compenics can avoid the costs of making a financial
investment 1o establish a verification method (audio recording inbound calls) that is not required in
other states. Though the new method (obtaining additional verification data) also may not be
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required in other states, implementation costs will not be nearly as high. Companies already have
procedures in place to obtain and save information from customers who call them.

The proposed amendment to Rule 25-4.118(2)c), F.A.C., would have required a company to
obtain a customer’s consent prior to audio recording the third party verification (TPV) call. The
proposed rule has been modified to allow the option of simply putting the customer on notice that
the call is being recording. This modification should decrease transactional costs. Talk-time is
expected to be less since no question is being asked, and less talk-time will result in a lower cost per
call.

The modification to the proposed amendment to Rule 25-4.118(6), F.A.C., would require
companies to retain the information obtained through any of the four verification methods for one
year. As originally proposed, only Letters of Agency (LOAs) and audio recordings were subject
to retention, because all four verification methods would have produced cither an LOA or a
recording. Since incoming calls are no longer required to be audio recorded, proposed Rule 25-
4.118(6) simply requires that the verification data obtained through the incoming call be preserved
for one year. The proposed modification does not specify the method of preservation. Costs are not
expected to increase as a result of the one-year storage requirement. It is believed this verification
data can be stored using existing methods.

The modification to the proposed amendment to Rule 25-4.118(8), F.A.C.,, clarifies the type
of charges (1+) for which adjustments or refunds would be required in the event of an unauthorized
carrier change. The modification also adds the disclaimer “unless the claim is false.” Limiting the
type of charges for which adjustraents are required should result in decreas 4 compliance costs.
Clarifying that customers who faisely claim an unauthorized carrier change will not be entitled to
a refund may discourage such claims.

As originaily proposed, the amendment at subsection (12) would have required a company to
answer 95% of all calls placed to its toll-free customer service number within 60 seconds after the
last digit was dialed. Some compaenies utilize a national number to receive customer service calis,
and meeting the answer time requirement at this number would have resulted in substantial capital
investment and on-going expenditures for staffing, according to the Iate-filed deposition exhibits of
AT&T, MCI, Sprint, and LCI. The proposed rule has been modified to permit a separate customer
service number for slamming complaints, to clarify when timing should begin, to provide two
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options for notifying customers of the number, and to allow six months for implementation. These
modifications should facilitate a prompt response to slamming complaints without imposing
excessive costs on companies that use national customer service centers.

Another provision of section (12) deals with how a company should aitempt to contact
customers who leave messages on its recorder. The modification specifies that the company shall
attempt to retum the call for up o three subsequent days, whereas the previous language would have
required retuming the call “until the customer is reached.” The modification limiting the number
of times & company must attempt to return a customer call would obviously be less costly than the
former proposal, which implied the company must attempt to call the customer indefinitely. The
modification also specifies that a letter is to be mailed to the customer if the customer cannot be
reached within three days. Though costs of paper, postage, and staff time would be incurred through
this modification, unlimited costs could have resulted from attempting to return telephone calls to
customers in perpetuity.

Proposed Rule 25-4.118, F.A.C., was further modified by the addition of subsection (13).
According to this subsection, a compeany shall not be deemed to have committed an unauthorized
carrier change infraction if it follows the procedures referenced in good faith. This subsection also
lists certain mitigating factors the Commission would consider when determining whether fines or
other remedies are appropriate for unsuthorized camier change infractions. Neither of these
modifications should result in increased costs for regulated companies. On the contrary, companics
should benefit from knowing in advance what factors the Commission will consider when
determuning whether an infraction occurred, as well as what remedies might be appropriate.

Proposed Amendment to Rule 25-24.490, F A.C,, Customer Relations; Rules Incorporated

No direct modifications have been made since the rule was filed for adoption with the
Department of State on May 27, 1998. Modifications t0 proposed Rule 25-4.118 (incorporated by
reference) have been discussed above,

PACT ON SMALL BUSINESSES, SMA TIES. OR SMALL COUNTIE:
The modifications are not expected to result in any direct impacts on small businesses, small
cities, or small counties.
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additional first name or initial under the same address, telephone
number, and surname of the subscriber. The notice shall be
included in the billing cycle cloasest to 60 days preceding the
directory closing date.

(5) Annually, each telephone company shall include a bill
insert advising each residential subscriber of the option to have
the subacriber’s name placed on the "No Sales Solicitation" list
maintained by the Department of Agriculture and Consumer Services,
Division of Consumer Services, and the 800 number to contact to
receive more information.

{(6) Where any undercharge in billing of a customer ie the
result of a company mistake, the company may not backbill in exceas
of 12 months. Nor may the company recover in a ratemaking
proceeding, any lost revenue which inures to the company’s
detriment on account of this provision.

(7) Franchise fees and municipal telecommunications taxes.

{(a) When a municipality charges a company any franchise fee,
or municipal telecommunications tax authorized by Section 166,231,
Florida Statutes, the company may collect that fee only from its
subscribers receiving service within that municipality. When a
county charges a company any franchise fee, the company may collect
that fee only from its subscribers receiving service within that
county.

(k) A company may not incorporate any franchise fee or

municipal telecommunjications *ax int¢o ite other rates for service.

CODING: Vords underlined are additions; words in
serueck—through type are deletions from existing law.
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tc) This subsection shall not be conastrued as granting a
municipality or county the authority to charge a franchise fee or
municipal telecommunications tax. Thie subsection only specifies
the method of collection of a franchise fee, if a municipality or
county, having authority to do so, charges a franchise fee or
municipal telecommunications tax.

(8) (a) When a company elects to add the Gross Receipts Tax
onto the customer’s bill as a separately stated component of that
bill, the company must first remove from the tariffed rates any
embedded provisions for the Gross Receipts Tax.

(b) If the tariffed rates in effect have a provision for gross
receipts tax, the rates must be reduced by an amount equal to the
gross receipts tax liability imposed by Chapter 203, Florida
Statutes, thereby rendering the customer’s bill unaffected by the
election to add the Gross Receipts Tax as a separately stated tax.

(c) This subsection shall not be construed as a mandate to
elect to separately state the Gross Receipts Tax. Thise subsection
only specifies the method of applying such an election.

(d} All services sold to another telecommunications vendor,
provided that the applicable rules of the Department of Revenue are
satisfied, must be reduced by an amount equal to the gross receipts
tax liability imposed by Chapter 203, Florida Statutes, unless
those services have been adjusted by some other Commission action.

(e) When a nonrate base regulated telecommunications company

exercises the option of adding the groes receipts tax as a

CODRING: Words underlined are additions; words in
seraoh-vhereugh type are deletione from existing law.
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separately stated component on the customer‘s bill then that
company mugt file a tariff indicating such.

(9) EBach LEBEC shall apply partial payment of an end
user/customer bill firset towards satisfying any unpaid regulated
charges. The remaining portion of the payment, if any, shall be
applied to nonregulated charges.

(10) After January 1, 1999, or six months after the effective
date of this rule, whichever is later, all bille produced shall
clearly and conspicuously display the following information for
each service billed in ragard to each company claiming to be the
customer’s presubscribed provider for local, local toll, or toll
service:

(a} The name of the certificated company;

{b) Type of service provided, i.e., local, local toll, or
toll; and

(c) A toll-free customer service number.

{(11) This section applies to LECs that provide transmission
services or bill and collect on behalf of Pay Per Call providers.
Pay Per Call services are defined as sewitched telecommunications
services between location: within the State of Florida ‘'hich permit
communications between an end use customer and an information
provider’s program at a per call charge to the end user/customer.
Pay Per Call services include 976 services provided by the LECs and
900 services provided by interexchange carriers.

(a} Charges for Pay Per Call service (900 or 976) shall be

CODING: Words underlined are additione; words in
sorvel—through type are deletions from existing law.
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be in langu je easily understandable to children; and programs that
do not exceed $3.00 in total charges may omit the preamble, except
as provided in Section (11) (b)3.;

2. Provides an 18-second billing grace periocd in which the end
user/customer can disconnect the call without incurring a charge;
from the time the call ie answerad at the Pay Per Call provider’s
premises, the preamble message must be no longer than 15 seconds.
The program may allow an end user/customer to affirmatively bypass
a preamble;

3. Provides on each program promotion targeted at children
(defined as younger than 18 years of age} clear and conspicuous
notification, in language understandable to children, of the
requirement to obtain parental permission before placing or
continuing with the call. The parental consent notification shall
appear prominently in all advertising and promotional materials,
and in the program preamble. Children’s programs shall not have
rates in excess of $5.00 per call and shall not include the
enticement of a gift or premium;

4. Promotes its services without the use of an autodialer or
broadcasting of tones that dial a Pay Per Call (900 and 976)
number;

5. Prominently discloses the additional coat per minute or per
call for any other telephone number that an end user/customer is
referred to either directly or indirectly;

6. In all advertisiry and promotiocnal materiale, displays

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