FLORIDA PUBLIC SERVICE COMMISSION
Capital Circle Office Center ® 2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

MEMORAMNDUM

May 30, 1996

TO: DIRECTOR, DIVISION OF RECORDSE AND RE;%BI?ﬁ ?AYG}
L

FROM: DIVISION OF COMMUNICATIONS lETﬁVhN&h, SH : /fﬁ !
DIVISION OF LEGAL SERVICES IBILLHEIER]LJWf‘f“Jﬁ

RE: DOCKET NO. 960556-TL - PETITION FOR EXEMPTION FROM RULE
25-4.113(1)(F), F.A.C., TO THE EXTENT THAT PROPOSED POST-
BILLING TOLL BLOCK PROCEDURES VARY FROM PROVISIONS
RESPECTING NOTICE OF DISCONTINUANCE OF SERVICE BY GTE
FLORIDA, INC.

-

AGENDA : 6/11/96 - REGULAR AGENDA - PROPOSED AGENCY ACTION
INTERESTED PERSONS MAY PARTICIPATE

CRITICAL DATES: PETITION - HNONE

SPECIAL INSTRUCTIONS: PLACE ON AGENDA IMMEDIATELY AFTER DOCKET
NO. 951123-TP. I:\PSC\CMU\WP\960556TL.RCM

CASE BACKGROUND

On September 7, 1993 GTE Florida, Incorporated (GTEFL -
Company) filed a« Petitien tor Variance from Commission Rule
4.113 Refusal or Discontinuance of Service by Company 5 1
stated in ibts petition that it had been experiencing an adversne
trend In its uncellectible accounts. The Company reguegted the
variance in order to propose a credit limit program,.  On February
22, 1995, GTEFL filed a tarif! which proposed a credit 1limit

program called Advanced Credit Management (ACM) .

At the April 18, 1995 Agenda Conference, the Commiggion
granted GTEFL an exemption from Hule 25-4.113, F.A.C., and approved
t hee Advanced Credit Management program (Order N BPSC 9h O5RR FOF

I 1n Ducket No. 930879 Tl on o experimental basls 1oy one yeal
Al'M established limits on res:dedtial and small business customers'
tell use and allowed GTEFL te block 1e, vy and all 900/%76/704

calls when a customer exceeded the agsigned deol lar limit., ACM haa
three credit levels: low rink mnlimited toll credit; mediamr
$300 toll ecredit lamit; and hrgh risk S200 credit limat Thu
{1 credit limits were based on credit reports for pnew customer
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and past payment history for existing customers. The experiment
ran from May 1, 1995 through April 30, 14996.

On November 16, 1995, GTEFL filed a tariff ro add additional
types of callse to those blocked under the terms of the ACM program.
The Commission deferred action on the tariff at the February 6,
1596 agenda conference and directed staff to evaluate the impact of
the ACM docket on other Commission proceedings such as the
disconnect rule proceeding.

At the March 19, 19% agenda conference, the Commission
denied, for several reasons, GTEFL's tariff to add additional types
of calls to those blocked under the terms of the ACM program. The
Commission stated in Order No. PSC-96-0530-FOF-TL, Iocket No.
360038-TL, that it has the authority to reguire or approve programs
that limit or deny service if sgufficient cause warrants it.
Sufficient cause is nonpayment of telephone bills, not delinguency
as reported by a third party for items unrejated to utility
SerViCces. The Commission alsoc stated i1n the Order that :t ts
improper to issue a toll block before a customer has had an
opportunity to make payment on his or her account .

In addition, Sections 364.0511(2)(c) and 364.0212), Florida
Statutes, requires price regulated LECe to provide access to all
locally available interexchange companies (IXCs) as part of hasic
lacal telecommunicatilons SsService. Pursuant to this statutory
prevision, GTEFL, a price regulated LEC, must jrovide access to all
locally available IXCo. The Company's proposal would have blocked
access Lo scme IXCs without sufficient cause. With GTEFL entering
the long distance market, the Commission found 1t inappropriate ftor
the Company to make the determination of a customer’'s credit
worthineas that could also affect the custome:'s ability to choose
among competing long distance carriers., Therefore, GTEFI's
propeosal was denied because 1t was 1n violation of Section
364 .05110(2) tc), Florida Statutes.

On May 2, 1996, GTE Florida Ineovrporated (GTEFL or the
Company ! filed a petition far exemption from Commivsion Rule 24
4.113(1)1(f), which requires five days’® notice for discontinuance of
service Lo be given separately from the regular monthly bill,
GTEFL seeks the exemption in order Lo implement a toll blocking
pirorsediire Lhat would affect high-riak resitdential cuntomers ondy
A taritl was aleso tiled on May 2, bto delete the AWM cxperiment ol
rtariff and to introduce Post Billing Toll Blockinag (PBTH) . The
Company has requested an effective date of July 1, 1996, for the
rarif{
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DISCUSSION QOF ISSUES

ISSUE 1: Should the Commission grant GTE Florida Incorporated's
petition for exemption from Commission Hule 25-4.113, Florida
Administrative Corde, Refusal or DRiscontinuance of Service by
Company?

RECOMMENDATION: No, the Commission should not grant GTE Florida
Incorporated’'s petition for exemption from Commission Rule 25
4.113, Florida Administrative Code, Refusal or Discortinuance of
Service by Company. The Commission should also arder GTE Florida
to withdraw its tariff to implement Post Billing Toll PFlocking

STAFF IANALYSIS: On May 2, 1296, GTE Florida Incorporated G1SRL or
the Tompany) filed a petition for exemption from Commission Rule
24-4.113(1)(f), which requires five days' notice for discontinuance
of service be given separately from the regular monthly bill,
GTEFL seeks the exemption 1n order to implement a teoll blocking
procedure that would affect high-risk residential customers only.
A tvariff was also filed on May 2, 1996, to delete the ACM
experimental tariff and to introduce a new toll blocking procedure
called Post Billing To2ll Blocking (PBTB). The Company has
requested an effective date of July 1, 199¢, for the tariff,

GTEFL asserts the purpose of the PBTH procedure 18 to assist
the Company in its efforts to reduce :ts uncollectible accounts.
The Company also claims that the proposal would atford the customer
additienal Lt ime and opportunity {a) avold total Eervice
disconnecticon and would help customers control their debt while
maintaining local service during the collection process.

TH D L

Under GTEFL's PHTE prnposal, 1f payment 1s not received by a
Feegh rapk cuslomer Uwo daya alter e payment duer dale ahown op vhee
regular monthly bill, a tell bplock would go inte eftect
Commission Rule 24-4_.113{(1){f} requires five days' notice far
discontinuance of gervice be given separately from the regula:
monthly bill for service, Staff conpiders o toell block to be
digcont tnuance of sgervice. Therefore, the proposal would deviatse
from the Commission's Hule, s'‘nce a notice would not be gem
separately from the bill, and to.l service would be blocked 1n less
than the reguired five days.

An exemption would allow GTEFL to implement the PBTE procedure
which would place a notice of possible restriction of service
directly on the bill for high-risk residential customers. 1§

3
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payment 1is not received within twe days after the payment due da!
shown on the bill, and the total bill is greater than $50, to.,
gervice would be restricted.

W _PB WORK

GTEFL c¢laims that PBTRE 1s a procedure that would g:iw
delinguent customers an additional oppertunity to  avold
disconnection and would reduce the Company's uncollectibles It .
high risk cuutomer fails to pay his or her regular monthly bill,
and the unpaid amount exceeds the treatment parameter, current iy
get at 550, a toll block will be initiated two days after the o
date shown on the bill. No notice of the toll block would be sers
separately from the bill, as 1s required by Commission Rule .4
4.113(1) (f) for notices of discontinuance ol service. Howeswver |
GTEFL proposes that delinguent, high-risk customers would receiw
on each bill a bold-faced message in the margin next to the amour!
due notifying them that their toll service may be restricted !
payment is not received by the due date.

Once FBTE 18 1initlated, toll service would remain blocked
until the delinguent balance is pald. The Company would continue
to send late payment notices in the usual manner. If a crustomi:
does not make payment or payment arrangements with the Company,
then GTEFL will temporarily disconnect the customer from servios:
and subseguently issue an out-of-service order. GTEFL cla:msa that
cnce the toll block is in place, the Company and the presubscribed
interexchange carrier (for whom GTEFL provides billing .
collection service) will only have been exposed for two unprotect e
days, versus 17 unprotaected days under the current procedur.s

GTEFL asserts that every day past the due date without receiyp .
payment, is an unprotected day where additional charges can oo
daccumulated. See attachment A for an example comparison of 71

current and proposed billing/notification treatment process,

GTEFL has propuoged criteria for new and exlgbting ount omee s
determine if they are high-risk. The Company will base a tow
customer's credit worthiness on third-party credit vrepor® .o
information. A high risk level would be assigned to new cuatome:
if they meet the {ullowing criteria:

1 Collection judgments
2. Charged (writtenl off accounts
3 Outstanding vollect ton account o
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a . Various degrees cf delinguency history from 30-180 daysd,
and not paid in full or ecurrent ar the time of credit
scoring.

This high-risk level assessment process 15 similar to Lhat
performed by the Company under the ACM program. The Commission
feund fauit with this process as used in the ACM program, becausc
any previous nonpayment or delinguency history was not related to
telephone service,

Existing customers would be classified as high-risk based on
their past payment history with the Company Exiating customers
would be classified as high-risk 1f they fall into one of the
following four categories:

1. Six or more telephone bills not paid by the due date o
in full for the preceding 12 months.

2u Three or more bad checks for telephone bill payments
during the preceding 12 months.

i, Two or more service denials due to nonpayment during the
preceding 12 months.

4. Six or more reminder notices during the preceding 12
months,

GTEFL propos~s that PBTE will not block access to local
calling {including ECS), 911, logral directory asslistance,
l+B00/BB8B+, 950+ and 0- ecalls. If implemented, PBTB will block
ATEESS Lo:

0«

1+900/976 /7100

Customer Abbreviated Dialing (#NXX)
1+565+1212

1+NPR+555+1212

opD 1+

DDD+01+

DDD+011+

ALl 10XXX+1.

All 1T01XXXX0110

11. All cellect, credit card and third number billed cal

P B

]

= I i - B 2
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HOW PBTE DIFFERS FROM V. D C

The proposed blocking procedure, PBIB, differs from the
experimental blocking procedure, Advanced Credit Management (ACM),

in several ways, First, under ACM, customers were assigned intc
three different risk categories: low, medium and high risk. Each
vategory had a different credit limit, There is no credit limit

with PBTB. As propcsed, a $50 treatment parameter applies to the
total bill, which includes both local and toll charges. The 550
treatment parameter is a signal to the Company to initiate the toll
block on the high-risk customer if payment is not received two days
after the payment due date. If a high-risk customer's hill is
below $50 and payment 1s not received, the toll block would not be
initiated. GTEFL contends that it 1s not cost effective to block
toll service and send out notices on delinguent customer accounts
which are less than $50.

Second, when a customer reached his or her credit limit under
ACM, the Company could block toll service without prior notice and
before the customer had an opportunity to make a payment. GTUEFL
proposes with PBTB to classify customers as high-risk or not high
risk. The tecll bleck would only be activated two days after the
due date, if a high-risk customer fails to pay his or her bill that
18 1n excess of S50,

Finally, the only ecalls that eould be blocked under the
experimental ACM program in Docket Ho.o 930874 -TL, were 1+, 0« and
w00 /976/700 calls, The list on page S shows the types of calls Lo
b bleocked in the proposed FBTEB filing. The types of <alls
proposed under PBTB are the same as those proposed, and denred by
the Commisgsion, for ACM in Decket %60038-TL.

RECOMMENDATION

Sore of the concerians .dentified by staff that led to the
Commission's denial of the ACM program have been alleviated with
the proposed PBTE procedure. Customers wiil not be blocked before
being noticed and given time to make payment or payment
arrangements. Also, with FBTB, GTEFL will not restrict customers
to an arbitrary credit limitc,

However, ataff i conoerne ! that tell service could be
testricted even if the total! bill due consists of only local and
ECS charges. If a high-risk custemer's bill 1s in excess of §50
and none of the charges consist of toll, then toll service could be
blocked until payment of the local charges 18 received, Statft
believes 1t 18 lnappropriate to block toll for nonpayment of local

&
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service. The Company has stated that 1ts billing system cannot
distinguish between local and toll charges; therefore, it canno
screen only toll charges.

One problem with the PBTE procedure that also existed with
ACM, 1s that a blocked customer would be prevented access toc all
IXCs. This would be in viclation of Section 364 .051(2) te), Florida
Statutes, which requires Price Cap regulated LECs to provide, with
loral service, access to all locally available IXCs. Although IXCs
which have a billing and collection aareemen: with GTEFL may
support the PETB plan, staff believes that the Company should not
be able to block access toc those IXCs with which 1t has no
contractual arrangement for billing and collection service. For
example, AT&T Communications of the Scuthern States, Inc. (ATT C|
does not use GTEFL's billing and collection services to bill all of
its customers in GTEFL's service territory. A high-risk custome:
who 18 late making a payment to GTEFL, but is billed directly by
ATT-C, would be denied toll acc:ss to ATT-C (and all other IXCs!)
even if the customer 18 in good standing with ATT-C. The decision
to provide or deny tall access to any customer should rest with the
[X0, not GTEFL. The blocking of access to all 1XCs was one of the
reascns the ACM tariff was denied in Docket 960038-TL.

Another preoblem with the PBTB procedure, is that it proposies
te block outgoing collect calls, third party billed calls, and
credit card billed calls. There 15 no reason or purpose for the
Company to block access to calls carried by a different provider,
when GTEFL will have no financial risk associated with the calls,

In addition, che ability te provide 19ll blocking presents a
competitive advantage in bill:ing and collectian services for GTEFRL
Since other billing and collection agencies do not have the ability
te block toll, GTEFL can use this advantage to incent IXCa ta use
the Company for billing and collection services,

For the above reasons, staff recommends that the Commission
deny the petition for exermption. GTEFL 15 a price regulated LEC
pursuant to Section 364,051, Florida Statutes, Tariffs filed by
price regulated LECs are presumptively valid., GTEFL's tariff will
becamse cltective July 1, 19964, Theretoare, staff recommends the
Commissicn arder GTEFL te withdraw the PBTH tari!lf because {1
viglates SecbLion 3164.051(2) (&), lorida Statues.
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ISSUE 2: Should this docket ber closed?

RECOMMENDATION: Yewm, 1f losue | 1s approved, this docket should bee
closed if no protest is filed within 21! days of the i1ssuance of the
Lrder.

STAFF ANALYSIS: If Issue 1 18 approved, this docket should hbe
closed if no protest is filed within 21 days of the issuance of the
rder




w ST Bl
Bdll Datwe Bl Maded Please Pay Delinqueant Final Pay Temporary Out Nen-Pay
Date Notice Dawe Disconnect
08/01 08,08 08/25 08/29 09/06 09/12 09/22

17 Days Unprotacted from 8/26 (day after due dats) through 9/11 (service temporarily disconnectad on 9/12).

WITH POST BILIING TOLL BIOCK
Bdl Dawe | Bl Mailed | Pleass PBTB Delinquent Final Pay Date | Temporary Out Non-Pay
08/01 08,08 08725 08/28 08/31 0908 09/14 09/25

15 Days Protactad from 8/28 (PBTB initiatad) through 9/11 (service temporardy disconnectsd on 9/12).
CRITERIA FOR Bill PHRASF TO APPEAR-

(1)  The bl phrase,

will appear if the account has been classified as a high risk account as definad in GTEFL's petition and tant!

Setaca BRrAGe H N e

and has an amount due. The amount doas not have o exceed the 350 referenced in GTEFL s petton as
the weatment parameter. The phsase will appear, however, unlass the amount exceeds the $50 meatment

parameter, PBTB will not be impasad. GTE has determined that it is not cost effeclive 1o treat accounts
with less than $50 due.

1
1
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