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

BENORANRIUN
Nay 29, 1997

T0: DIRECTOR, DIVISION OF RECORDS AND REPORTING (BAYO)

FRON: DIVISION OF AFPRALS (M)M—/’
DIVISION OF COMEMICATIONS (MOSES AT 5
DIVISION OF RESRARCH & REGULATORY REVIEN. (LEWIS) ¢ ;) (0
DIVISION OF COMSUMER APFAIRS (PEMA) O

RE: DOCKET ¥Oo. SUUBANSTYI - PROPOSED PART VXI - RULES
GOVERNING PMREPAID CALLING SGERVICES:; RULES 25-24.900,
F.A.C., BCOPE AND WAIVER; 25-24.905, F.A.C., TERMS AND
CONVENINECE AND WECESSITY REBQUIRED; 25-24.915, F.A.C,,
TARIPPS OR PRICE LISTS; 25-34.920, P.A.C., STANDARDS FOR
PREPAID QALLING SERVICES AND CONSUMER DISCLOSURE; 25-
2‘.’”. 'OAOCO. m' zs-z‘.’ao' '.Alc-' mm OF
SERVICE; 25-24.935, PF.A.C., DISCONTINUAMCE OF SERVICE;
35'“0“0. '.ACC.. m

AGENDA: JUNE 10, 1997 -~ REGULAR AGEMDA - RULE PROPOSAL -
INTERESTED PERSONS NAY PARTICIPATE

RULE STATUS: PROFOSAL MAY BE DEFERRED
BPECIAL INSTRUCTIONS: 8:\PSC\APP\WP\960254.RCNH

In December 1995, the Commission received allegations that
more than 30,000 Telecuba prepaid calling services (PPCS) cards
were suddenly deactivated, resulting in thousands of dollars of
losses to PFlorida consumers. Docket No. 960217-TI was opened to
investigate the incident and a show cause order was issued May 10,
1996 (Order NMo. PBC-96-0630-POF-TI). This docket remains open.
The incident was not an isolated event; there have been ongoing
reports of cards issued by other providers that do not work.

In February 1996, the Commission opened Docket Number 960254-
TI; Establishment of Appropriate Regulatory Policy for
Interexchange Companies Which Issue Prepaid Debit Cards. On April
29, 1996, Order MNo. PBC-0560-FOF-TI was issued. The order

specified that workshops be held to tinue develo nt of the
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DATE: May 10, 1997

Commission’s policy PPCS regulation. A workshop was held
June 3, 1996. As a result the workshop, on September 26, 1996,
Order No. P8C-96-1224-FOPF-TI was issuved. The substantive parts of
the order defined a PPCS provider; provided a minimum $1,000 fine
for uncertificated PPCS providers; and ordered staff to initiate
rulemaking. No party protested the order.

Proposed draft rules wers prepared by staff consistent with
the Order. A rule deve t workshop was held February 6, 1997,
with participation from industy, industry associations, and the
Officee of the Attorney General and Public Counsel, A final staff
concensus meeting was held March 19, 1997, and the statement of
economic regulatory coste (SERC) was requested at that time. The
SERC was received by Appesals May 16, 1997.

ISMR 1: Should the Commission propose Part VXI - Rules Governing
Prepaid Calling Services; Rules 25-24.900, F.A.C., Scope and
Waiver; 25-24.905, P.A.C., Terms and Definitions; 25-24.910,
F.A.C., Certificate of Public Convenience and Necessity Required;
25-24.915, F.A.C., Tariffe or Price Lists; 25-24.920, F.A.C.,
Standards for Prepaid Calling Serxvices and Consumer Disclosure; 25-
24.925, F.A.C., Refunde; 2%5-24.930, P.A.C., Adequacy of Service;
25-2:.:35. F.A.C., Discontinuance of Service; 25-24.940, F.A.C.,
Penalties

RECOMMEDATION: Yes. The Commission should propose rules
governing prepaid calling services.

SIAEF ANALYS18: Under Subsection 364.337(3), Florida Statutes, the
Commission is authorized to certificate persons that provide
intrastate interexchange telecommunications services upon certain
conditions. Under Subsection 364.337(4), Florida Statutes, the
Commission may adopt rules consistent with the legislative intent
expressed in Section 364.01, Florida Statutes. That section, among
other things, charges the Commission with overseeing the
development of competition while protecting the public health,
safety, and welfare. Pinally, under Section 364.19, Florida
Statutes, the Commission "may regulate, by reasonable rules, the
terms of telecommunications service contracts between
telecommunications companies and their patrons”.

In the investigation portion of thia docket, it was found
by the Commission in r No. PSC-96-0560-FOP-TI, that there was
a need to protect the pubnc from roum:uny serious abuses in the
provision of PPCS. iste lnmm categories where
consumers were vulmnblo lnr.l suggested remedial mechanisms. These
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areas included duration of service, refunds of unused service,
retailer education, customer service number, and uncertificated
resellers. In Order No. PSC-96-1124-POP-T1, the Commission set
penalties not less than $1,000 to be iwposed upon companies that do
not apply for certification as an interexchange carrier.

The proposed rules resulted from an additional rule
development workshop attended by the industry, industry
associations, and consumer groups, as well as from subsequent
comments that were filed. These rropoud rules are intended to
allow competition to flourish while providing the customer with
sufficient information to make informed decisions. The rules
defined PPCS as any prepaid telecomsunications service that allows
end users to originate cutbound calls through an access number and
authorization code, whether manually or electronically dialed.

In summary, the rules provide that no company shall
provide PPC8 without first obn:l.ni.nz a certificate irom the
Commission. A LEC, ALEC, or IXC wmay offer PPCS. Each company is
required to file a tariff or price list. The card, its packaging,
or the point of sale must disclose certain information and certain
information must be printed on the caxd. The rates displayed or
advertised must be in the company’s tariffs or price lists.
Billing increments shall not exceed one minute and a company may
only round up to the next minute. Cards shell be considered active
for one year unless an expiration date or period is printed on the
card. A company may not discontinue service after a card is
purchased unless the card was lost or stolen. The company must
have a refund policy and must provide adequate service. Finally a
penalty of not less than $1,000 shall be imposed for a company
operating without a certificats.

A rule-by-rule analysis provides:

25-24.900 Scops and waiver. Provides that Part XVI applies to
companies using their own or resold telecommunication networks to
provide PPCS. Companies may petition for a waiver that may be
granted by the Commission under specified circumstances.

25-24.905 Terms and definitions. This section defines the terms
“company”; “conversation time”; ®“prepaid calling eervices”; and
*prepaid calling card.”

25-24.910 Cartifioate of Mblic Convenience and Necessity Required.
Requires any that ides PPCB must first obtain a
certificate as eithar a » ALBC, or IXC. The rule allows
companies to use “doing business as (D/B/A)® names, which become
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part of the certificated name, and allows staff to identify a
particular company. Cowpanies wmay need to use different names
depending upon the availability of a name within a particular
state. All D/B/A names used in Plorida must be registered as
fictitious names with the Plorida Division of Corporations and must
be on file with tha FPSC.

25-24.91S Tariffs and Price Lists. Requires each company
(including ALECs) to file either a tariff or price list for PPCS.
I1f a company already has a tariff or price list on file, the
company may include its charges for PPCS in those tariffe or price
lists. The maximum amount a person will be charged per minute tor
Ppti:s aﬂl applicable surcharges must be included in the tariff or
price st.

25-24.920 Stamdazrds for Prepaid Calling Services and Consumer
Disclosure. Reguires information to be legibly printed on each
card. This informatiom includes the Florida certificated name {(or
D/B/A nams), a toll-fres customer service number, a toll-free
network access number and authorisation code, if required for
access. Disclosure information is also required to be provided to
the customer at the point of sals in order for the customer to make
an inforwed decision. The information may be printed on the card,
on the packaging with the card, or in a prominent area at the point
of sale. The last requirement allows information to be placed on
a vending machine or other sechanical dispensing apparatus. This
information includes the maximum charge per minute (that is
reflected in the tariff or price list for PPCS), applicable
surcharges, the expiration Tcucy. if applicable, and the refund
policy of the company. must provide through its
customer service nusber its Florida certificate number, refund
policy, rates and surcharges, balance of use in the customer’'s
account, and the sxpiration date or period, if any. -

Ssveral companies noted that providing the maximum charge
at the point of sale was problematic. PFor instance, the tariffs
could be ¢ on a day’s notice, while the company would have
disclosure ormation at the point of sale with a different rate
or charge. It was suggested that a toll free number be provided
for customers to obtain rates. 8Staff debated this issue, resulting
in disclosure of a maximus per minute charge. At least the
customer would know the minimum value of the card. If rates were
actually lower, the customer would not ba harmed. It was expected
that printing the maximum value on the disclosure material would
not limit the distribution of the card to Plorida. Moreover,
disclosing a dollar value on the card is meaningless. The
purchaser pays $20.00 for a card to find out upon calling a toll
free number that he can call for ons minute!

-‘-



DOCKET NO. 960354-T1
DATE: May 10, 1997

The proposed rule also requires the company to provide a
live operator or recording device to take consumer complaints. The
company sust attespt contact by the next business day the customer
whose complaint was received by recording. The company is
prohibited from reducing the valuse of the card by more than the
charges disclosed at the point of sale. A card may be recharged at
higher rates so long as rates are disclosed at time of recharge
and those rates are in the tariff or price list.

The cowpany must bill in increments of one minute and
must only charge for comversation time. Surcharges may apply to
other services so long as the surcharges are in the company’s
t:riff or price list and are disclosed to the customer at the time
of sale. )

Pinally, cards without a specific expiration period
printed on the card shall be considered active for a minimum of one
year from the date of firet use, or if recharged, from the date of
the last recharge. One m{- sted another option, and
offered additional language to the rule, to allow the company to
change the expiration date upon customer request or cancel cards a
customer reports lost or stolen. The purpose of having the
proposed rule regquires that cards remein active for one year from
date of first use or last recharge is to provide standardization
within the industry and maks it easier for consumers to make
informed purchases. Allowing the expiration date to be based upon
wtfm: h:' announced via a voice : would not acl.-néeve the purpose
of the proposed rule. Also, anguage suggested by the company
allows a company to deactivats cards based upon a company suspicion
of fraud. This criteria is vagus, difficult to verify, and may
encourage abuse eince PPCSB are generally paid for in advance.

Research of other states revealed thet few states have
pelicies or rules for PPCS. In additiom, the FCC has not published
any formal position on the issus. Therefore, it is not possible to
standardise Plorida‘’s licy. Purthermore, to wait until such
policy is formulated elsewhere would be to the detriment of the

public.

35-24.925 Refunds. If PPCS are rendered unusable for reasons
beyond the consumer’s control, and have not exceeded the expiration
period, each company shall provide a refund equal to the value
remaining in the account. The company may provide refunds in cash
or replacement services, at their option, but the refund must be
made to the consumer within 60 days of notification. Consumers
that have reported cards lost or stolen are not entitled to refunds
under this rule.
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Inc., estimated $600,000 annual increase in packaging costs; and
MCI estimated coste between $50,000 and $100,000.

Several companies estimated that additional costs would
be associated with equipsent and personnsl necessary to implement
the proposed rule requiresents.

Mo direct impact on small cities or small counties was
foreseen. Minimal impact on small business is expected.

ISR 2: If no requests for hearing or comments are filed, should
the rule amendments as be filed for adoption with the
Secretary of State and t t be closed?

EECONRDATION: Yes. If no comments or requests for hearing are
Ig:l.dl::.tol: rules should be filed for adoption and the docket should
c »

SIAFY AMALYRIS: Unless comments or requests for hearing are filed,
the rules as proposed may be filed with the Secretary of State
without further Commission action. The docket may then be closed.
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CODING: Words underlined are additions; words in
type are daletions from existing law.
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42) ‘conversatiopn time® is the time when two-way
telecommunications is possible.
43)  Prepaid Calling Sexvices (PPCS)" means anv prepaid

CODING: Words underlined are additions; words in
svrvoh—ohrough type are deletions from existing law.
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user complaints, A combioation of live operators or recorders may

CODING: Words underlined are additions; words in
strveh-ohrough type are dsletions from existing law.
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{11) I1f£ PPCAE axe sold without a card or printed material,
tariffed charges and surcharges sball be disclosed at the point of

45-24.930 Adaguacy of Ssxvios.

CODING: Words underlined are additions; words in
styweh—through type are deletions from existing law.
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MEMORANDUM
May 16, 1997

T0: DIVISION OF APPEALS (MOORE) R
FROM:  DIVISION OF RESEARCH AND REGULATORY REVIEW (LEMS)M;TQMAM

SUBJECT: STATEMENT OF ESTIMATED REGULATORY COST FOR DOCKET NO.
960254-TL, PROPOSED RULES 25-24-900, 28-24.905, 25-24.910, 25-24.915, 95
24.920, 25-24.925, 25-24.930, 25-24.935, and 25-24.940, FAC, PREPAID
CALLING SERVICES

SUMMARY OF THE RULE

The propossd sew nulss would establish segulstions for providers of prepaid calling services
(PPCS). The propossd rules defiae prepeid celling seevices and provide requirements for
cestification, tariffs and price lists, service standesds and customer disclosure, refunds, adequacy of
service, discontisuance of ssrvics, and pensities for uncestificated companics.

All compsnies that peovide prepaid celling services using their own or resold
telecommunications networks will be requised to comply. Companies certified as Local Exchange
Companies (LECs), Alteraative Local Enchangs Companies (ALECs) or Interexchange Companics
(IXCs) may provide prepaid calling services according t0 the proposed rule. A dsta request
regarding the regulstory costs of the proposed rales was sent 10 the 124 [XCs known to be providing
prepaid calling services, the 12 LECs, 24 amdomiy sslected ALECs, the Florida Department of
Revenue, and all partics that had sttended sny of the rule development workshops or otherwise
expressed an intevest in the propossd rules. At the time staff”s date request was prepared 124 IXCs
provided PPCS acconding to their tariff filings. However, there are likely many more IXCs
operating nationwide whoss prepaid calling casds could be used 10 place Floride intrastate calls and
the proposed rules would require such companies 60 obtain certification in Florida. Although LECs
and ALECs may provide PPCS, nons of thoss sesponding indicated they are presently doing so.
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Therefore, should the proposed raies become effective, the stafl time spent on prepaid calling

services may simply shift away from thoss issuss associated with an unregulated industry and be

spent instead on carrying out the provisions of the rules. i!i-!!n sufficient staff

Telecommunications Resellers Associstion (s astional trade associstion) also concluded no new
regulatory costs were apparent in the proposed rules. Other sespeadents identified costs in several























