
336 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: INVESTIGATION INTO DETARIFFING ) 
INTRASTATE BILLING AND COLLECTION SERVICE) 
CHARGES FOR LOCAL EXCHANGE COMPANIES ) 

DOCKET NO . 880464-TL 

) 
REQUEST OF SOUTHLAND TELEPHONE COMPANY ) 
FOR DETARIFFING OF BILLING AND COLLECTION) 
IN THE FLORIDA STATEWIDE TARIFF. ) 

DOCKET NO. 880009-TL 

) ORDER NO. 21688 _________________________________________ ) 
I SSUEO: 8-4-89 

The following Commissioners participated 
disposition of this matter: 

MICHAEL McK. WILSON, Chairman 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

Notice of Proposed Agency Action 

in 

Order Granting Authority for Local Exchange 
Company-Specific Billing and Collection Rates and 
Providing the Terms and Conditions Upon Which It 

Shall Be Granted and Extending Southland Telephon~ 
Company ' s Current Detari fCi ng of Its 

Billing and Collection Rates 

BY THE COMMISSION: 

the 

Notice is hereby given by the Florida Public Service 
Commission that the action discussed herein is preliminary in 
nature and will become final unl<;;ss a person whose i nterests 
are substantially affected files a pe ition for formal 
p roceeding purs uant to Rul e 25-22 .029 , Florida Administrat ive 
Code. 

BACKGROUND 

In December, 1987, Southland Telephone Company ( Southland) 
filed a tariff propos al to detariff its billing and c o llecti o n 
se rvice charges. That proposal prompted the esta blishment o f 
Docket No. 880009-TL. Southland stated tha i L wis~ed t o 
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have its billing and collection service charges detariffed t o 
allow it to contrac ': for this se rvice on an ind ividual basis 
and to maximize its opportunity t o r eali ze profits on t hi s 
service. Southland did not wish to remove any bill ing and 
collection revenues or costs from its regul ated accounts. 

Southland further explained t h"L it was anxious to 
detariff its billing a nd c o llection serv i ce because it had an 
opportunity to enter into a three-way contractual agreement 
with U.S. Intelco, a billing and collection provider, and 
ATT-C, res ulting in Southland earning an additio nal $ 30,000 
annually. Because the serv ice arrangement betwee n U.S. Intelco 
and ATT-C is awarded through competitive bids, U.S. In lelco is 
reluctant to divulge the contractual rates they provide t o the 
local exchange companies (the LECs). As a result , o nl y LECs 
with detariffed rates, so as t o not make them publ ic , c an e n ter 
into a three-way cant ractua 1 agreement with U.S. In te l eo and 
ATT-C. 

By Order No . 189 5 7, issued March 7, 1988, we approved t h e 
detariffing of Southland's charges f o r billing and collection 
services on an interim basis o nly. Due to ou r serious concerns 
regarding this new po licy direction, we initiated this generic 
investigation, in Docket No . 8804 64-TL , to e xplore t he possible 
ramifications o f d cta riffing o f b i lling and collection rates 
for all the LECs. 

DETARIFFING OF LECS' BILLING AND COLLECTI ON 
RATES IS NOT APPROPRIATE AT THI S TIME , 

HOWEVER, WE FIND LEC-SPECIFIC BILLI NG AND 
COLLECTION RATES ARE NOW APPROPRIATE 

There are var ious arguments in favor of det a r iffing 
billing and collection rates for the LECs at this point i n 
time. One such argument is that billi ng and collection is not 
a monopoly service. Not o nly can rxcs pe rfo rm their own 
billing and co llection, but there are priva te businesses t hat 
are not telephone companies, such as American Express, who are 
o ffering this service . If an IXC cou ld not negot iate an 
acceptable price with t he LECs , it could cant ract with another 
company o r perfo rm the billing and collect ion service itself. 
Another a r gument in cavor o f detariffing is it would give he 
LECs a n o ppor tun ity to price however they wish , while t he cos s 
a nd revenues remain in t heir rate bases so Lhat an1 benefit the 
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LECs c a n ach i eve wi l l contribute to lower local rates. 

Ho weve r, we are very concerned about the fact that billing 
a nd c o llect ion se r vices a re not yet effectively competitive. 
" Effec t i ve competition " mea ns that there are a number of 
compe t ito r s a nd no one fi r m has t he maj o rity of the market . I n 
Floci da, at t hi s time , i n the provision of billing and 
c o llectio n services , effective competition does not exist. The 
LECs s t ill perform the majority of billing and collection 
serv ices. The LECs are t he dominant providers . Alternative 
providers of billi ng and collection services, such as American 
Express , are not as yet competing effectively throughout 
Florida. 

In addi tion, billi ng and collection serv ices are basic to 
t he sta r t - up of I XCs . An ! XC can begin providi ng long distance 
s ervice wi t ho u t ha ving the a b i 1 i ty to do its own bi 11 i ng and 
col l ectio n . However , it mu s t ha ve some way to bill dnd collect 

I 

t o stay in business. Be f o r e an ! XC has geared u p its business I 
so that it c a n provide i t s own b i 11 i ng a nd collection, it must 
rely o n t he LECs or some o ther p rov ider , if a vailab le . This 
pu t s t he I XC just starting out i n a vulnerable bargaining 
posi t ion. Once t he I XCs are geared up a nd no longer must re 1 y 
o n t he LECs they a r e in a more competitive position. This is 
why we f eel it i s appropriate to require each LEC to offer all 
I XCs the same se r v i ces at t he same rates , just as it wo uld the 
p rov isio n of access services. 

Anothe r concern we have regarding the detariffi ng of 
bil l i ng a nd co llection r ates is t hat this service is not 
homoge neous . Fo r a se r vice t o be effectively competitive, the 
service mus t be homogenous . As long as the LECs retain he 
abil i t y t o di sconnect l ocal service to an end user who has no 
pa i d hi s t elepho ne bill for either local or toll service, then 
t he LECs have a g reat ma rketing and service advantage ove r any 
compet ito r . I t is obvious t hat the d isconnect service is an 
a t t ractive o ptio n t o IXCs that only a LEC can provide. It is 
c l ear t hat t he d isconnect privilege the LECs enjoy gives them a 
tremendous ma rke t adva n tage o ver any other bi 11 i ng and 
co llectio n alter nat ive . 

Al thoug h we find it premature at this time to authorize 
LECs to detariff their billing and collection rates, we find 
that LEC-specif ic ra tes are now appropriate. we hea rd I 
testimony in Docket No . 860984-TP, Non-Traff ic Sensitive Access 
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Charges Investigation, that several of the smal l LECs were not 
covering costs on some of their services , and billing and 
collection was named specifically. We sent out a data request 
to the LECs asking them to prov ide their fully allocated costs 
for providing billing and collection service. Each company ' s 
res ponse was different. The costs ranged from around $.06 per 
message for billing and collection to al ffiost $.20. The curren t 
industry-wide tariffed rate is approximately $.0872 per 
message . By maintaining a statewide average ra te . the larger 
LECs, who are able to prov ide billing and collection at a l ower 
company cost , are in a pos itio n to make money. Those smaller 
LECs, who have higher costs and need lo be covering those 
costs, are unable to raise t heir rates. By authorizing these 
companies to propose LEC-specific ra tes , all the LECs will be 
given t he o ppo rtunity at least to cover their costs. 

With LEC-spec ific rates , t hose LECs who are expLriencing 
competition for IXC billing and collection services are able to 
lower their rates, where costs allow. Fo r those LECs whose 
billing and collection rates do not cover costs, increasing 
their rates would take the pressure o f f local rate increases. 
The ratepayers could benefit not onl y by the removal of 
pressure from local rate increases , but also by potenti a lly 
l ower IXC toll rates if the IXCs pass o n to their custome r s the 
billing and collection cost reductions. 

At our works hop , the parties appeared indifferent to the 
proposal of detariff1ng their b i lling and co llectio n rates, 
with the exception of United Telephone Company. Several LECs 
have indicated t hat being authorized to adopt LEC-speci{ic 
rates would provide them wi th sufficient regulatory 
flexibility. United Telepho ne Company {United), however, 
expressed a strong desire for the author ity to delari(f its 
billing and c o llection rates . Unite d s ubm1tted a letter 
identifying the benefits o f detariffing the LECs' billing and 
collection rates. We find t ha t most of t he f o llowing benefi ts 
can be realized with LEC-specific r ates : 

(1) LECs would be able to o ffer uniform interstate and 
intrastate rates ; 

( 2 ) LECs would be able L O max1m.ize revenues by pricing al 
t he market rate, o r mtntmize reve nue losses by 
pricing at cost ; 

{3) LECs who are expertencing competitive pressutes for 
billing and co llecL to n se rvtce cou ld espond mo te 
effectivel y to competttio n; and 
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(4) LECs would be able to offer 
col l ection services packaged or 
their custome r s needs . 

their billing 
unbundled t o 

and 
meet 

Howeve r, LEC-specif i c billing and collection services will 
not a llow LECs to : 

(1) Change their r ates i n less t ha n 60 days; 
( 2) Have c ustomer (IXC) specif ic rates ; or 
( 3) Negotiate the ra tes . 

A specific concern we have about detariffing billi ng and 
collection rates is the potent ial for LECs to provide billing 
and collection service to their a ffiliates in I nforma~ ion 
Services or Long Distance Services at a preferent ; al ra te. 
Although we expect that the IXCs would monitor what e ach other 
wa s paying for billing and collection se rv ices, and thus assure 

I 

t hat no individual company was receiving any "s weetheart 
deals . " Even so , the potent ial f or di sc riminato ry provi sioning I 
of billi ng and collection serv ices , if detariffed, is cerlainly 
evi:dent. 

LEC-specific rates will provide no t o nly advantages to t he 
LECs , but the IXCs will also be nefit. Instead o f havi ng 
differing interstale and i ntr astate billing and collection 
rates , the IXCs can now have un iform i nterstate and i ntrastate 
rates with each LEC. For those LECs t hat only serve ATT-C , 
this will definitely be possible . Fo r those LECs t ha t se rve 
many IXCs , they can have IXC-speci f ic interstate billing and 
c o llectio n rates . However , those LECs ma y not be a b le to have 
uni form i nterstate and i ntra s tate ra tes. Al so , if o ne service 
is packaged with ano ther service and an IXC only wa nts a 
specific serv ice, the individua l LECs will have the freedom t o 
offe r each service piecemea 1. 1herefore , the I XCs wi 11 not 
have to pay f or an unneeded service. It s hould be noted that 
t here is the potential for i nd ividual LECs' billing and 
collection rates t o be increased, where those increases are 
s uf ficiently justified to this Commission . 

EXTENSION OF SOUTHLAND TELEPHONE COMPANY'S 
INTERIM AUTHORITY TO DETARIFF ITS 

BILLING AND COLLECTION RATES 

Although we have f ound that it is not appropdate at thi s I 
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time to authorize the LECs to detar iff their billing and 
co llection rates, we make a n except ion to this policy for 
Southland because, in its situatio n, all the affected parties 
are left better off. In Southland's business arrangement with 
u.s. I n telco, Sou t hland performs reco rd i ng and b il l i ng and 
collection services fo r ATT-C . In turn, Southland passes on 
ATT-C ' s recording info r mati o n to U. S. Intelco. U.S. Intelco 
collects thi s information from Southland , and hundreds o f other 
LECs througho ut the United States , and aggregates t he data a nd 
toll revenues befo re passing it o n to ATT-C . ATT-C compensates 
u.s. Intelco and u.s. Intelco compensates Southland. 

In thi s situation eve ryone be ne fit s from Southland's 
billing and collection rates being detariffed. South l a nd ear ns 
an additional $30,000 annually. Southland's end users benefit 
by Southland's receipt of the $30, 000 annually which lessens 
pressure for potent ia 1 loca 1 ra te i ncreases . ATT-C benefits by 
not having to expe nd its manpower o r compu t e r time o n 
Southland's extremely small toll usage accounting. Finally, 
u.s. Intelco benefits by adding Southland a s its customer . 

No other I XC is a ffected by t hi s action because no other 
IXC purchases b illing and collection service from Southland. 
Even t houg h we approved the detariffing of Southland ' s billing 
and collect ion ra tes o n an i nterim basis , we required So uthland 
to list in its tariff minimum rates wh ich equal the LECs ' 
cu rrent rates . We took this action as a pro lect i on f o r 
Southland and we find it still appropriate . 

It is only under the specific circumstances p re~cnted 
here-- where all parties involved benefit , where no IXC 
discrimina tion can occur because ATT-C is t he only rxc do ing 
business i n Southland ' s territory, and where minimum rates 
e x ist--that we fi nd t he extens ion of Southland' s autho rity t o 
detariff its billing and collection rates appro priate. If any 
of these circumstances cha nges, thi s Commissio n must be 
notified and we ma y, at t ha t time , require Southland to ta r iff 
its rates. In addition, Southland shall submit a request t o 
this Commission once every two years, beginning January 1 . 
1991, to exte nd the deta r iffing o f its intrasta te billing and 
collection rates. 

IMPLEMENTATION Of LEC-SPEC f f l C JllLLf NG AND CO LLECTION RATES 

Based o n the f o rego ing , •Ne f1n d 1t appro priate t o r e qu i re 

3B3 
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a l l LECs who do not have their own bill i ng and collection 
t ar iffs to file t hem within 90 days of the effective date of 
thi s Orde r. However , if a LEC currently has a tariff mirroring 
t he e x isti ng Southern Bell tariff , it need not file a new 
ta r iff until such time as Southern Be ll files revisi ons to its 
tariff . 

If a LEC chooses to modify its tariff i n any manner, by 
c ha ng i ng t he rates, introduci ng new rates for disaggregated 
servi ces or bu ndling existing services, or introducing bulk 
disc o un ts , substantial justification shall be provided. Any 
fili ng for rate changes shall include at a minimum the reasons 
for mak i ng the change , the full y allocated costs for the 
service, t he estimated revenues and revenue changes as a result 
of t he propos a 1, a nd the economic i mpact to the LEC" s b i 11 i ng 
and co l lection customers . 

I 

J ust as we have decided to permit Southland to c o ntinue to 
detariff i ts billing a nd collection rates under i...s specific I 
circumstances because no IXC discrimination can occur and a 11 
affected parties are better off, we will also consider 
detariffi ng a ny other LEC ' s rates under t he same circumstances 
a nd conditions . We wil l also consider proposals by LECs that 
i ncorpo r ate cost considerations such as excessive complaints or 
bul k usage levels. 

In Doc ket No . 871394-TP, Alternative Operator Services 
( AOS ) , an issue a rose as t o what the LECs ' opt ions were in 
rega r d to AOS providers who generate an inordinate level of 
complaints. That decislon was deferred to this docket . 

The LECs' problem centered around customers receiving 
te l epho ne bills with high charges from AOS providers . Many 
customers wer e calling to inquire about the charges or to 
comp l ai n . The LECs found themselves with higher than normal 
customer complaint levels and employee time in handling them. 
With in t he AOS docket, the LECs prc posed two methods of 
ha nd li ng t his problem. 

The first method was to require t he billing and collection 
customer who caused the complaints t o assume the expense. The 
LECs had hoped through this me thod to allow the added cost to 
either discourage the activtty causing the complaints o r, at 
t he least, to cover he full cost o the LEC o f handling the I 
i nqu iries . The added charges could be ~ssessed through two 
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methods. One method would be to unbundle inquiry from the 
billing service a nd to require t he billing and collection 
customer to pay o n a pe r complaint basis. The second method 
would be to require billing and collection customers with a 
higher ratio of complaints to messages to purchase billing and 
collection service from the LECs' special assembl y sectio n of 
the ta ri ffs . Special assembly structures would allow LECs to 
charge higher rates for inquiry services and to allow the LECs 
to unbundle the service. By requiring the problem cus tomers to 
pay higher charges it would protect the other billing and 
collection customers, and in turn, the general body of rate 
payers, from higher charges caused by the few prob l em c ustomers. 

Thi s method of requiring the problem customers to pa y 
higher inqu iry charges could create problems of 
discr imination . Southern Bell ha s indicated that the LECs do 
not normally keep track of the inquiries or complaints by 
billing and collection customer. Once the LEC has purchased 
the billing and collect ion accounts and the customer has paid 
to have the LECs handle inquiry calls, the n the LECs treat all 
inquiries as though they were their own. Given Lhis 
arrangement, it would be difficult for a LEC to single out 
certain custome r s as problem customers without building a 
record of inqu iries versus complaints. Also , the LEC would 
have to keep records on all IXC cuslomers in order to prove no 
discriminatio n was intended . For those LECs who are 
experiencing an inordinate number of complaints, keeping track 
of the source of all complaints may be a small inconvenience in 
order to handle a larger problem . We do not fi nd it 
appropriate to require those LECs that do not have inquiry 
problems to keep track of all t heir inquiries. 

The second method, proposed in the AOS docket, t o handle 
problem customers was to allow the LECs to deny them billing 
and collection service . This method is al so po tentially 
discriminatory. This t ype of authority ::; hould not be given to 
the LECs since it requ ires their judgemen t of "inordinate" . It 
could be detrimental to certain AOS provider s that were not in 
violation. Si nee the LECs do not differentiate between 
comp lain ts and inquiry calls, he LEC might erroneo u s ly cancel 
service to a custom~r who had a high volume of inquiries, not 
complaints . Cancelling billing and collection could also be 
discrimi na tory between large a nd small customers. A LEC would 
be less likely to deny billtng serv1ces to a cu~tome r which 
generates substantial revenues to the compa ny as o pposed to a 
small customer which wou ld have very ltt le impact o n the LEC. 
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An additional method of handling the problem of customer 
c ompla i n ts is to control the problem at the source. The 
l argest problem appears to be surprise charges on end users· 
bil l s. This Commission has approved capping the AOS providers· 
charges to ATT-C's current rates, although this has been 
temporarily stayed, subject to refunds. 

We do no t find it appropriate to require all t he LECs to 
unbundle inquiry service from their bill processi ng service at 
this time. Unbundling the inquiry service on an industry-wide 
basis would be too broad a respo nse to a problem only a few 
LECs are experiencing. By authorizing LEC-specific rates, we 
are providing the LECs t he flexibility to address their 
individual needs for handllng excessive numbers of r.ompl aints 
or inquiries caused by AOS providers . 

This proposed agency act ion Order wi 11 become final i'\nd 
effective u nless an appro priate pet ition of protest is filed by 

I 

one whose substantial interests may or will be affected by this I 
proposed agency action, as pro vided by Rule 25-22.029, Florida 
Administrative Code. If no such protest is filed, this docket 
shall be closed. 

Based o n the foregoing , it i s therefore 

ORDERED by the Florida Public Service CoiTI!Tiission that the 
local exchange companies are hereby authorized to propose 
individual bill i ng and collection service rates . It is further 

ORDERED that any local exchange company that wishes to 
offer billing and collection service rates different from t hat 
offered by Southern Bell s hall file a revised tariff reflecting 
its proposed rates. It is further 

ORDERED that any l oca 1 e xchange company that wi shes to 
modify its cu r rent tariff by c hanging its rates, introducing 
new rates for disaggregated services, by bundl ing existing 
services, or by introducing bulk discount s , shall provide 
t horough justification for such changes when it files its 
proposed revi ~ed tari(f . It is further 

ORDERED that l oca l exchange companies whose 
billing and collection service ariffs mirror that o f 
Bell need not file a new tariff until s uch time as 
Bell f,iles revisi o ns to its Lat iff. It is fut her 

existing 
So uthern 
Southern I 
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ORDERED t ha t Sout hland Telephone Company need not file 
t ariffs f o r its billi ng and collection service rates for as 
l ong as t he s pecific circumstances set out i n the body of this 
Orde r coot i nue . If any change in those circumstances occurs, 
Sout h land Telephone Company s hall notify this Commission within 
30 days . Southland Telephone Company shall file a request with 
t his Commission o nce every t wo years beg inning January l, 1991, 

to e x tend t his authority for detariffed intrastate billing and 
co l lection service rates. It is further 

ORDERED that the provis1ons of this Order are issued as 
proposed agency action and shall become final unless a petition 
i n t he fo rm provided by Rule 25-22.036 , FloClda Admini st rative 
Code , i s r eceived by t he DirPctor of the Divisio n (Jf Reco ds 
and Re porti ng at his office at 101 East Gaines Street, 
Ta llahassee, Florida 32399-0870 , by the close of bus i nl.!ss o n 
August 25 , 1989 . It is f u rther 

ORDERED that if no timely p rotest to this proposed agency 
act i on Order is received , t his docket shall be closed. 

By ORDER 
t hi s 4 th 

( S E A L ) 

SFS 

of the 
day of 

Florida 
AUGUST 

Public Service Commission, 
1989 

STEVE TRIBBLE, Director 
Division o f Reco rds and Reporting 

NOTICE OF FURTHER PROCEEDI NGS OR J UDICIAL REVIEW 

The Fl orida Public Service Commission is required by 
Section 120 . 59 ( 4) , Florida Statutes, to no t ify parties o f any 
admi nistrative hearing or judicial rf">view of Commission o rders 
that is available under SecL1ons 120.57 or 120.68, florida 
Statutes, as well a~ the p t ocedures and time limits that 
apply. This notice s hould not be construed to mean all 
requests for an admirH::strattve hearing or judicial review wlll 
be granted or result in the relief souqhl . 

3B9 
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The actio n proposed herein is preliminary i n nature and 
will not become effecti ve or final , except as pro vided by Rule 
25-22.029, Flo rida Admini strative Code. Any pe rson whose 
substantial interests are affected by the action pro posed by 
thi s order may file a petition fo r a forma l proceeding, as 
provided by Rule 25 - 22 .029(4), Florida Admi nistrati ve Code, in 
the form provided by Rule 25-22 .036 (7)(a) a nd ( f), Florida 
Administrative Code. Thi s petition must be received by t he 
Director, Division of Records a nd Reporti ng at his o f fice at 
101 East Gaines Street, Tallahassee, Florida 32399-0870, by the 
close of busi ness o n August 2 5 , 1989 . In the abse nce of such a 
petitio n, this o rder sha ll become effective Augu st 26 , 1989, as 
provided by Ru le 25-22 . 029 ( 6 ), Florida Admi nistrative Code, and 
as reflected in a subsequent order. 

Any o bjectio n o r protest filed in t hi s dockel befo r e tiie 
issuance date of t h is order is cons ide red abando ne d unless it 
satisfies t he forego ing conditions and is r enewed with1n the 
s pecified protest period . 

If tl1i s o rde r beco mes f i nal and effective on Augus t 26 , 
1989, any party adve r sely a f fected may request judicia l r eview 
by the Flo rida Supreme Cour t i n the case o f an electric, gas o r 
telephone util ity or by t he First District Cou rt of Appeal in 
the case of a water or sewer utility by filing a no lice of 
appeal with the Directo r, Divisi o n of Reco rd s and Reporting and 
filing a c opy of the not ice o f appeal and the filing f ee with 
the appro pr i ate court. This filing must be c ompleted within 
thir t y (3 0 ) days of the effective da te of t hi s order , pursuant 
to Rul e 9 .110, Florida Rules of Appellate Procedure . The 
no tice of appea l mu s t be in t he form specified in Rul e 
9 . 900(a) , Flo rida Rul es of Appellate Procedure . 

I 

I 

I 
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