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AT&T Gateway Tower

. v Eighteenth Floor
April 26, 1991 700 Fifth Avenue

Seattle, WA 98104-5018

To: Bob Wallis - WUTC
From: Ron Gayman - AT&T
Subject: AOS Rulemaking Docket 90-0726

The Commission staff has received numerous comments about the
unblocking of 10XXX access and issues of increased toll fraud and
economic hardships if and when such 10XXX0 access be ordered. FCC
Docket 91-35 was prompted by Congress’ directive to the FCC

to propose rules to ensure customers’ access to their preferred
operator services provider. In comments filed April 12, 1991, with
the FCC, numerous states, including Missouri’s Public Counsel,
Missouri Public Service Commission, Alabama Public Service
Commission, Texas Public Commission as well as NARUC, supported
10XXX unblocking.

Of particular note was the Texas Public Utility Commission’s
comments that it (Texas PUC) had ordered unblocking of 10XXX0 calls
in late 1989, and "since then, not one waiver request has been
filed." Increased toll fraud, and economic hardships for compliance
obviously did not exist in the industry.

I am providing you a copy of the Arizona Corporation Commission’s
order issued April 5, 1991 that also mandated the unblocking of
10XXX0 calls, and provides for a waiver procedure "should compelling
evidence to the contrary be found in a detailed cost analysis."
(pages 16-17).

Again, to point out, there are techniques that can be used to
defraud the telecommunications industry. Stolen credit card numbers
are frequently used to bill Titerally thousands of dollars per month
to consumers. Persons roaming with cordless phones bypass physical
control of telephone lines and sets. Placing calls to toll-free
numbers then allowing the connection to time out and "fall back" to
dial tone (a technique known as regenerated dial tone) bypasses
controls built into smart sets and allows fraudulent calls to be
placed.

The allegations that the 10XXX access code however cannot be
unblocked because rampant fraud will occur are not true. There are
ways to prevent both 10XXX 1+ and 10XXX O+ fraud. First, where
possible both PBX’s and private pay phones should be programmed to
block 10XXX 1+ calls while at the same time allowing 10XXX 0+ calls.



For example, all AT&T card caller phones have been programmed in
this manner. In some cases, depending upon calling features
desired, Local Exchange Carrier (LEC) end offices can be programmed
to perform the desired blocking. LEC’s use these features in their
end offices on their card caller phones. In those cases where the
phone or PBX cannot be programmed, an external Toll Restrictor can
be installed between the phones and LEC end office to accomplish the
same result. The Toll Restrictors currently available are state of
the art devices that recover properly from commercial power
failures, etc. and are even programmable to periodically call to
some prearranged point to report on their health.

In addition to the foregoing, telephone lines can be protected
against fraud placed through an operator. For example, someone can
gain access to a phone, call the operator, and say "I’m having
trouble dialing this call, will you dial it for me?" If there is
nothing to alert the operator that the call should not be billed to
the originating line the operator will dial it and allow the billing
requested. There is an industry standard set of signals that are
sent from the originating LEC end office to the carrier operator
system that will alert the system that special billing restrictions
apply. Those signals are associated with the originating line type.
If the proper line type has been ordered the signals are sent
regardless of the carrier on the call. It is a requirement that the
owners of the phone have ordered the proper line type and all
carriers respond properly when those signals are received. Al1 AT&T
operator systems are programmed accordingly and the signaling is
available to all other carriers.

The point of this memo is to reemphasize the fact that methods and
techniques are widely available today to protect both carriers and
aggregators from fraud. The methods are reasonably priced. These
tools cannot prevent all types of fraud. For example, stolen credit
cards appear legitimate until someone receives the bill. However,
fraud is not caused or allowed by the unblocking of 10XXX. Fraud is
allowed when the available tools are not properly understood and
utilized.

Enclosure
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IN THE MATTER OF THE APPLICATION OF & |

TELESFHERE LIMITED, INC., FOR A ;
CERTIFICATE OF CONVENIENCE AND NECESS~)
ITY TO PROVIDE INTRASTATE QOPERATORe ) DOCKET NO., U=2507-88-045
ASSIBTED RESOLD TELECOMMUNICATIONS g
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BERVICES.

IN THE MATTER OF THE APPLICATIOR OF

AUTOMATED COMMUNICATIONS, INC.,, FOR A
GERTIFICATE OF CONVENIENCE AND NECESS—)
ITY TO PROVIDE BEZRVICE IN ARIZONA.

DOCKET NO., U~2517=88=212

IN THE MATTER OF THE APPLICATION OF
TRIPLE CROWN INDUSTRIES, INC., FOR A
CERTIFICATE OF CONVENIENCE AND NECES~
8ITY TO OPERATE A8 A RESELLER OF
INMATE TELECOMMUNICATIONS SERVICES
WITHIN ARIZONA.

DOCKET NO. U~2822+85-014

IN THE MATTER OF THE APPLICATION OF
AMERTCAN TELECOMMUNICATIONS CORPORA~
TION FOR A CERTIFICATE OF CONVENIENCT
AND NEQEBBITY.

DOCKET NO., Us2523~89-065

IN THE MATTER OF THE APPLICATION OF
CENTURY NETWORK, INC., FOR AUTHORITY
TO OFERATE AS A RESELLER OF INTER=
EXCHANGE TELECOMMUNICATION SERVICES
WITHIN THE STATE OF ARIZONA.

DOCKET NO. Us2531=85=118

IN THE MATTER OF THE APPLICATION OF
PENTAGON COMPUTER DATA, LTD., FOR A
CERTIFICATE OF PUBLIC CONVENIENCE AND
NECESSITY TO OPERATE AS A RESELLER OF
INTRASTATE INTEREXCHANGE TELECOMMUNI-
CATIONS BERVICE AND A PROVIDER OF
ALTERNATIVE OPERATOR BERVICES.
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IN THE MATTER OF THE APPLICATIOR OF
JIONG DISTANCE/USA, INC., FTOR A
CERTIFICATE OF CONVENIENCE AND

NECESSITY TO OPERATE AS AN INTRASTAT

DOCKET NO. U-2535-89~165

DISTANCE AND OPERATOR SERVICES WITHI
THE STATE OF ARIZONA.

)

" )

RESELLER OF TELECOMMUNICATIONS LONG )
N

)

)

IN THE MATTER OF THE APPLICATION OF

DOCKET NO. U~2541-89-228

U.8. LONG DISTANCE, INC. FOR A
CERTIFICATE OF CONVENIENCE AND

TOLL TELEPHONE SERVICE, INCLUDING

OPERATOR SERVICES.

)
)

NECESSITY FOR THE PROVISION OF RESOLD ) DECISION Xo. 7329
)

) QEINION AND OQRRER

DATES OF HEARING!

PLACE OF HEARING!
PREBIDING OFFICER:
IN ATTENDANCE!

APPEARANCES

~ Ootober 30 and 31, November 1 and 3, 1589 and

Maxrch 8.1680
Fhoenix, Arizona
Beth Ann Burns

Marcis Weeks, Chairman
Renz D. Jonninqt, Commissioner
Dale H. Mergan, Commismioner

REED, SMITH, SHAW & McCLAY, by Ms., Judith
8t, rladger-Roty, on bahal? of Telégphere

Limited, Inem.:

SWIDLER & BERLIN, by Mas. Jean L. Kiddeo and Mr.
Peter Concannen, on  behal? of U.S. Long
Distance, Ine., and Com Systems, Ino.!

Mg, Gratchen P, Hoover, Assistant General
gaunacl, en behalf of International Telecharge,
hﬂ.t )

uf. william P. Eigles, Attorney, on behal?f ot |
AT&T:

SNELL & WILMER, by Mr. Bruce P. White and Mr.
Thomas L., Mumaw, on bahalf of the Assoeistion

of Arizona BExchange carriers;

Mr., Lynweed J. Evans, Chief Counsel, on behalf
of US West Communications!

BROWN & BAIN, P.A., by Mr, lex J. Enith, en
behalf of Citizens Utilities <Company and
citizens Utilities Rural Company, Ine.!}

Mr, Roger A. Schwartz, Chief Counseél, on behal?
of the Rasidential wtility Consumer Office; and
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Mr. Christopher Kempley, Assistant Chief

Counsel, and Ms., Elizabeth Kushibabk and Ms,

Cynthia Haglin, staff Attorneys, on behalf of

gg;ﬂi‘izggf of the Arizena ,Corpuration
BY THE COMMIABION!

puring 1988 and 1989, Tslasphers Limited, Inc. ("Talesphers”),’
Automatad Communications, Inc, ("Automated"), Tripls Crown
Industries, Inc. ("Triple Crown"), American Telecommunications
Corporation, century Netwerk, Ine, ("Century"), Pantagon Computer
Data, Ltd., Long Distance/UsA, Inc. ("LD/USA"), and U.8. Long
Distanca, Ine, ("USLD") filed with the Arizena Corporation Commiseion
("Commiesion®) applicatibnu for authority to provide alternative
oparator telecommunications services ("AQS") in Arizona,

By Procedural Orders dated July 24, 1985 and Octeber 11, 1989,
the above~captioned mattars were consolidated for purposes of hearing
and Order with respect to the general issues pertaining to the
provision of A0§8. The cases wers designated to ﬁhln proceed on &
individual basis to address company=-spacific issues, The July 24,
1988 Procedural Orxdsr alse scheduled the consolidated hearing $o
cozmence on Ootober 30, 1589,

tneorventicon in these consolidated matters has hsan granted go

a—————

the As:ocittioh ef Arigena Exchange <Carriers ("AAEC"), ATT
lcommunicationl o2 the Mountein Statas, Inc. ("AT&T"), Citizens
Utilities Company and Citizens Utilities Rural Company, Inc.
("citizans"), coﬁ Systems, Inc. ("Com Systsma"), Intsrnational
Telecharge, Ine. (Y“ITIW), tho‘ausiatntial Vtility Consumer oftice

L the application was originally filed by American Operator
ﬂservicas, ne., doing business as National Telephone Services, Inc.
or NTS., The company participated at hearing as NT8. The caption and
refarences hersin to the company reflect the recent name change to

Telasphere Linited, Inc.
-3=- DECISION NO. -5-7-{37
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("RUCOM), United Artists Oparator Services Corporation, and U 5 West
communications ("US West"),

on october 15, 198$, Century filed a notice of withdrawal of its
application in this preceeding., On Octobar 26, 1985, Triple Crown
filed a similar notice. On Novamber 15, 1990, Automated filed a
request that it be dismissed from tha ocase bacause it is no longer
active in tha AO8 area. on Decemkper 14, 1690, US Sprint
communications Company Limited Partnership ("Sprint®) filed a motion
to dismiss the application of lenyg Distance/USA, Ine, ("LD/USA")
recause Sprint has acquired LD/UBA nhd the authority is ne lenger
needsd, These requssts are unopposed and should be granted.?

The consclidated haaring commenced as scheduled and gontinued on
OatebBer 31 and Novenber 1 and 2, 1589,

By Procedural Qrder datad January 8, 1950, the heaaring was
scheduled to reconvens on rebruary 1, 1990 to afford the parties an
epportunity to croms-examins RUCO witness Bhifman on supplemental
testimony pubmitted based upen discovery requasts which had been
outstanding at the time he originally testitied, By Procadural Ordof
dsted January 25, 1990, the date for reconvening the hearing was
continuad to Mafcn‘e, 1990. The hearing racenvenad and cencluded on
that data.

The parties filed initisl briefs in thess matters on or about
April 20, 1950 and reply brisfs on or about May 11, 1980.

2 The ramaining companies with spplications pending in these
sattars will be collactivaly referred to harein as "Applicants".

4= DECIBION No. 5. 23%F
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DRISCURBION
AS n segment of the telecommunications industry, AOS companies®

s || tYpically lsasa trananission facilities from interexchangs ("IEC")

4 and local exchange carriers ("LEC") and provide live and sutemated

operator assistance for the gompletion of collect, credit card, and

8 third-party calls, The trazfic handled by A0S companies criginates
" from presubscribad locatiens., Hotels, motels, alrports, hospitals,

8 universities, and privates pay telephones are targetad locatiecns fox

9 (| A0S service bacause the transient marXet generates a high volume of

0
11

184
‘ cwnar who is the subscriber and customer of the A0S company, The

43
14
2
16
17
18

20
21
22
23
24
28
26
&7
28

.

|

calls recquiring opsratox assistanca. In exchange for subseribing teo
a particular ACS provider, the location owner recalves a commissien

pased upen the amount of traffic aggregated. It ias the locatien

and=user of the servica has no direet relationship to the provider.

5 Payment of the charges for A0S service may be made by the end-user

through a calling card, a commercial credit card, a hotal bhill, or a
telsphone bill 42 the provider or its billing agent has & billing and
colisction agreement with the LEC.

? ) T™he Applicants and other A0S companies participating in

thass proceedings have gensrally refarred to chemsslves as oparator
servica providers' (VOSPY), It should be noted, however, that AOS
and OSP are not aynonymous terms. The OSP Group enconpasses the
evaditional carriers, such as AT&T and the LECs, as well as the AGS

'|companits. an impertant distinction betwean the traditional

carriers and the A0S companies is the relaticnship between the
provider and its customer. In general, the customer of A
traditional carrier is the end-user who recelves service under a
contractual arrangement or service agreenent wharsas, as discussed
pelow, the customar of an ACS company is the location owner and ths
sctual end~user of A0S service, as a patren of the losaticn owner,

lnag no relationship with the provider. 1In racognition of this and

ethey differsnces, this Opinion and Order will utilize 'ACE
companies', 'A0S providers', or 1208 firms' as mors being accurate
terns of raferance for the Applicants and intervening A0S companies.
This foxm of yefersnce alsc recognizes the fact that tha scope of
these proceedings. includes enly servics by the Applicants, and not

othar OBP providers.

“ mRe NRATRTHAN NO. m?




HFK 1g 91 11200
DOCKET NO. 0-2507-88-°45' ET AL,

A0S servioe hes baen available in Arizona since approximately

b
2 1587, although the intrastate aspect of tha service has net heen
3 subject to state regulation. The purpeose of this consclidated
4l preceeding is to determine whether the provision of intrastate
8 interLATA ACS sexrvice should bs authorized in Arizona and, if se, ¢o
8 establish the regulatory requiremants which should generally attach
| te any autherization granted the Applicants as a result of the
8 company=spacific phase of these proceedings,
o FHE COMMIQOION'Q JURIBDICTION
10 As the inaugural decision in which the provision of ACS service
11 in this state is baing considered, the Commission's jurisdiction ovar
12 the mattaz should be clearly met forth. Under Article XV, Sectien 3,
13 of the Arizena Constitution, the Commission is granted:
14 full powar to . . . prescribe . . . Jjust and reasonable
| ratas and charges to be made and collected, by public
15 service corporations within the State for service rendersd
thersin, and wmake reascnable zules, regulations, and
18 F orders, by which such corperatieng shall be govarned in the
transaction of businasa within the State, and may prescribe
1% the forms of contracts and the systems of Keeping accounts
to ba uzed by such corporations in transacting such
18 bu’inﬂll PO T )
19 The public service corporations subject to the Commizsion's
£0 jurisdiction ere defined in Artiele XV, Becticn 2, of the Arizona
81'%conatieutien. sactien 2 provides, in pertinent part, that:
e All corporations other than municipal engaged . . . in
transmitting messages or furnishing public , . . telephone
83 service, . . shall be desmed puslic services corporations.
24 Applicants ars AOS rasellers of interexchange long distance sazxvice
86 engaged in ths businees of tranaﬁitting' messages or furnishing
26 telephone service to the public within the foregeing definitien and
27 || 8Fe: thersfere, publie service corporastions subject to the
gg || Jurisdiction of the Commission.

whm DECISION NGO, “5-7'2;?
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1 THE _RUBLIC INTRREST ISSVE

8 Applicants seek authority to operate in Arizons pursuant o
all A+R.B, §40-281, et seq., governing the issuance of Certificates of

.4 Convenience u‘nd Nacassity ("Certificate” or "CO&N")., Under case law
8 appliubh to AJR.B. §540-281 and 40-282, Certificates may only be |
sl acquired frem the Comnmismion upon a showing that issuance would serve
y [ the public intarest., James P, Paul Matsr Co. v, Arizona gorporstlon
8 Commigmion, 137 Ariz 426 (1983). Bee alsc DRavis v, Arizopa
¢ || Sozmozation Commismien, 96 Ariz 215 (196d) and Racific greyhound
10 || kinas v, Syn.valley Bus Linam, 70 Ariz €5 (1550).

11 In order to estaklish the requisite public interest, the AOS
18 companies participating in thess procesdings have introduced evidence

13 to demonstrats the public banefits of A0S service. The eclaimed

1
8.
16
17

18
15 || fxrem ships, taxicabs, and buses; the convenience of placing an

20 interexchange operator assisted call without first dialing an access '
gy || ceder the availability of multilingual operator assistance: improved

22 handling of aemesrgency calls; inncvative. offarings such as voice

4 bansfits are: compatition for operator services; a choice of
carriers for operator assistad calls: an upgrads of the services
availabla from the traditional carriers dus to competition) service
te new locations, such as noblle marine stations and cellular

carriers which maka operatcr assistance availakle for calls placed

25 oailbox mervice, voice store and forward services, elsctronic yellow
24 || PRYS, cenferencs calling, coneclerge service, tranelation services
28 for tha hearing and speech impaired, and informaticnal services; the
26 placenent of additional pay telephones; the capability for non-lEC
g9 [|PaY telephone providers to have en-line informaticn, offer call

scresning, and handle oparator nnisndl internaticnal traffic: the

DECISION NO. S ;'3'??

L




APR 18 91 11:59 r.z

O o N 6 O s Ot B M

0 B VW N D D W D O

DOCKET NO. U=2507-88~048, ET AL.

compansation of traffic aggregators (the location owners) for thair
investment in the sguipment nscassary to provide telecomnunications
services to patrons; an increased menu of billing options for the
end-user; and lower rates Ior operator service dua to compatition,
The A0S companies contend that the record eqnclulivaly denonstratas
that cperator mexvices cempetition is in the public interest,

Btaf# has undertaken an analysis of this matter and has found
many of the benafits raised by the A0S comﬁanics to bs unproven,
queationsble, or eonly conceptual in nature. B8taff has aexpressed
concern fort the poox record of performances by AOS companies in
providing sarvice to end=-users undar reasonable rates, chardal.7
terms, and conditions, which has led to excessive dills and numerous
end~user ecomplaints; the zultiple billing problems which have
sccurred; the abusive practices resulting frem the provider-
subscriber relpationship; and the potential revenus arosion for LECS
12 A0S companies complete unauthorized {intrastate intralATA calls.
Nonetheless, BStaff has oconcluded thnat the Commission should
certificate fit A0S firms and imposa adequate gonasuner safeguards on
the prevision of the ssrvice. It reachad that cencluasion net on the
pasis that the public interest would be furthered by certification,
put becausa a prohibition of intrastate ACS service may net be
possible to aenforge and tha public interast would be harmed if AOS
companies ars cztdctively parmitted to operate on thelr own terms
without adegquats stute rnqﬁluticn.

" eitizens shares Staff's resarvations over the effactiveness of
an‘intrastatu ACS ban and balievas it would be in the best interests
of the public to provide and require full Comnission regulation of

S8 9

«gn DECISION NO.
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AOS opesratiens in Arizona, including detsrmination of the fitness to
cperata and regulation of rates, conditionu,'and tarms of servica,

AT&T favors cenmpetition In tha operator services nmarket and
supperts certification of gqualified ACS providars, subject to minimal
regulatozy requirements. |

RUCC is the only party oppesed to the operatiocn and ragulation
of intrastate A0S service in Arizena. Through pre~filed direct
testimony, RUCO withess Shifman presented the conclusion that A0S
sexrvice, as currently offersd or proposad, is not in the public¢
interast and should bl.hannld by the Commission. Mx. Bhifman listed
sight reasens In support of his conolusien: A0S companies provide
iower guality and higher priced service than that offared by
traditional carriers: many end-users are unaware that an A0S cempany
is procassing their call; end-ugers who wish to inmstead reach their
chosen carrisr are likely $o experience graat difficulty! ADS could
threaten the public safaty by hindering the complaetion of emergency
calls) end=-users of ACS service are more liXely to bo'cnarq&d for
incemplets or unanswersd calls than oustomers of +traditional
carriers; locations subseribing to AOCS sarvics are likely to'block,
or charge for, access to toll-fres numberss the provision of ACS
service is not economically efficient; and upward rate praessure may
be exerted on othar telecommunications services if ACS conmpanies do
not pay intrastate sccess charges or compansate LECR for lest
intralATA revenue. ,

At hearing, NMr, Shifman expreesed what he and RUCC have
attezpted to charactarize as Q clarification, but what rather appears
to be a signiticant change of position frem an absolute ban., 1In

response £0 the cemments and rebuttal testimony of other partes, Mr.

DECIEION No. S 7223 7
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Shifman now balieves that "A0S companias may have something to offar
as anhanced sarvics providers" and that they should be permitted to
cperate in Arizonz if socess to other carriers is not blecked and
noncpelies ara not created, He has lugquitnd that ¢his be
acconplishad by certificating the AOS companies as enhancad service
providers without zaro=-plus, one-plus, or zofo-minu: capability, He
would reuts those types of calls only to ons interexchange carrier,
ATET,

After carsfully reviewing thes record compiled in this
conselidated matter, the Commission f£inds that the weight of the|
evidenca astablishes that the provision of intrastate, interlATA ACS
garvice in Arizena, subject to the regulatoery reguirements set forth
pelow, is in the puslic interest.’ Ths avidenca demonstrates that,
with propsr eversight, benefits in the form of innevative or unique
garvice offerings and benafits resulting from compatition will acerue
to the public shrough the availability of the service.

IEE REQULATORY. REQUIREMENTA

The avolutien of the A0S industry has thus far heen extremely

problematic. The benefits from the enhanced service offerings ahd 2

compatitive market have been overshadowed by end-user cenfusicn,
[ 2xustration, and, as sxpressed during the public comments recsived in |

this conselidated proceeding, anger over problems such &s excessive

rates and charges, unreasonable billing dalays, and a nonresponsive
attitude by the ACS providers, In order for the benefits to be

realized and the public interest to be served, these problams nust be
eliminated. The Cemmission's authorizaticn of ACS service in Arizena

4 Whether the provision of ACS servica by a particular
appiicant is in the public interest remains in question and will be
addressaed in the second phase of the pending matters.

«l0e DECIBION NO. mﬁ??
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is, therefore, expressly oontingent on the implementation of a

regulatory framswork which adeguately addresses the problems|

associatad with the industry,

gstaf? hae subnitted s comprahensive proposal for the ragulation
of ini‘ﬂefatc ineFALATA AQS smarvice. For eight general categories
of problams encounterad with'Aos service (rates and charges, customer
notification and cholee, public safety, billing, ecall splashing,
complaint p:éc-u:ing, gquality of service, and LEC intrastate revenue
lozs), Staff has dsvelcped ninimun latogua:ds as well as stricter,

alternative requirements for the Commission's considaration, The

summary tabls of Staff's propusal is astached herete as Exhibit A and
incorporated herein by ro:aionaa.

The A0S previders participsting in this consclidated procesding
have saxpresssd general support for the adeption of reascnable
regulations to protect the publisc. They have, however, sach proposed
various medifications to the recommendations by Staff.

The safeguards are discussed by category belew. In analyzing

the regulatory options presented by the parties, the Comnmissicn has
avaluated each requirement on an individual basis to ensurs that it

will address the intendad problem and on a collective basis to ensure

that the regquirements adopted will form a falr and resscnzbla scheme
of regulation naceaasary for end=usar pretection, To aveld confusion,
the dimcunsion of Staff's proposal will be limited to the minimum or
alternative :.quiramang it prefers, utless the 6ther eption is found
to ba more reascnable or appropriate.

2¢ must be stresasd that these regulatory reguiremants apply
only to ths instant Applicants, The suggestion pressed by the ACE
participants that the requirements ke applied with equal force to all

-11- DECISION NO. T 2T T
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interexchangs providers of oparator sarvice, ineluding, tbr example
ATET, MCI, US Sprint, and the LECE, is beyond the scope of these CCLN
casas, The sarvice conditiens of the other carriers ara simply net
at issuea.
Rates and Chazdes

it is Staff's recommendation that Applicants' tariffs specity

A
all of the provider's ratas and charges, exclusive of the maximum g{
lceation~specific surcharges which an A0S subacriber, such &s a8 hotel §
or hespital, may impose. The maximunm location-spacific surcharges

o ® T 6 ¢ b O W

10 could either be filed with the Commimsion, since they are not uniform

"
22
23
24
18
16|
17
18
19
20
81
22
23
84

frem locatien to looation, or a ﬁuximum surchargs could bs specified
in tha tariffs. Btaff further racommends that the maximun surcharges )
be availabls to the provider's cperators and speaified in the service ‘
contract with the location owner.

The enly opposition to the recommendation was expressed by ATET.
lAT&T argues that adoption of a maximum surcharge would place billing
agsnts for the ACS companies in an enforcement posture which would be 7
inappropriate and inmpossibla to perform dus to 8 lack of the billing
datall needsd to determine whether a particular surcharge axceads &

tariffad maximum,
Epccityingiin Commiseion approved tariffs the sxact rates and

éhurqo: end=umars will bs assessed for A0S sarvice, and stating in
sither tariffs or filings the maximum applicable surcharge, should
reducs the possibility for excessive charges to be levied and should
25 onaélé end-users to verily the accuracy of their bglzn. gcatl's
26 racommendation promotes ths public intersst and should be adopted.
27 Because the surcharges vary by carrier and locatien, and due to the

28 lack of detail in the billing data, the Commission recognizes that

DECISION NO. ‘3-73'?7
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9 the LECs and other billing agenta do not have the abllity to police

g compliance with stated maximums,

a || ERd=unaz Notifioation and gShoice

4

Staff's position on snd-usar notification and cheice is premised

gl on the balisf that end-users should bs made aware that they have
s reached an AQS company before any charges are incurred and, upen

n request, should be advised how to access alternative carriers. To

8 this end, staff has formulatsd recommandations for branding calls,

0 posting informatien, providing rate quotatiens, and furnishing acoess

40
a1
18
2
14
Y.
18
7
48
19
20
2l
&2

o

g4
&0
26
27
28

|

isuparnuoulnul ¢f the additional statsment in light of the other

instrucgtions,
Ccall branding, as contemplated by Btaff, would require a live or
autematad messaga at the outpulse of the tarminating number which

3 informs the end-uper that a named AOS provider has been reachsd and

that the provider's rates and charges apply to the call. At the
conclusion of the branding message, the end-user would be permitted
ts terminate ths call at no chagge, |
Universal suppsrt for a branding reguirement has bean expressed
hy the A0S participants, but they find objectionable inolusion of a
statement in the message that the provider's rates and charges apply,
The focus of the objections is on the impesition of a diffsrant
varbal annnunéamént than already in place, the alleged

branding and posting provisionz, and the significant axpense claimed
to be asmogiated with a two to five second longsr holding tima for
the message of approximately $1.2 to 61.8 million per second anﬁually
for ITY, in addition to ths cost of increased access time and the
cost of systam herdwars and software medificatiens which would be

necessary to accommodate the new message,

-13~ DECISTON No, 5 7927
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The crux of the branding issue {s whether s statement as simple
as "our rates apply" should be added to the present salutation which
only identifles the carrier, such as nTalesphere”. The Commission
einds that the salutation should pe expanded for all intrastate
interLATA'calls carrisd by Applicants. The purpose of a brand is to
provide sgufticient information for the end-uger to make an informed
choica whether to conmplete the call through the presubscribed

carrier. Absent an express indication that the rates of the A0S

0@400#0&."

company Are applicable, there is no reasch to expect the end-user to

agsume that fact from just the carrier identificatien, particularly

-
o

users of calling cards who could reasonably assume that acceptance of

1+
H

#he card number rendexrs the call subject to the {gsuer's rates. The

-
]

statement that tha AOS company's rates apply is a material fact

[
o

necessary for the end-usar +to aveid confusion and make an informed

L
L )

cholca.
tn reaching this determination, the conmission is not unmindful

B
g

of the type of costs associated with the replacing the brands in use.

(W
-3

I7I's $1.2 to $1.8 million per second estimate for increased holding

-
o

tima, however, hes neither been substantiated nor shown to be

|
w0

‘reprosontativo for othar carriers. The record evidence fails to

»
o

establish that the cost of including'a phrase like "our rates apply

L4
»

{n the brands will be unreasonable.

o
b

As a further notification measure, staff has proposed that rate

b 2]
«»

quotationé, including the jocation=-specific or tariffed nmaxinmunm

b o)
rg

surcharge, and instructions for accessing alternative carriers, such

n
(¢ ]

as the preferred carrier's access code or toll-free customer service

o
L

puxber, be furnished te the end-user upon raguest without charge.

o W
o 2
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ITY and Telesphere object to providing access instructioens to
end-users as being an expensive, burdensoms, and adninistratively
difticult requi?ement. The A0S companies allege that' thay would
encounter problems in maintaining an up to date list of the other
carriers authorized in Arizona and the correst access cedas or
customer service numbers for those carriers.

The Commission will accept the rate quotation reguirement
proposed by statf, but will adopt a modified provision on furnishing
accass information. Requiring a presubscribed carrier to provide the
acéeu code or ocustomer service number of another carrier would
excead the scops Oof Open access requirenents and the informational
respensibility of an AOS company and would impermissibly intrude on
compatition., It will be sufficient for an A0S company to inform the
end-user that the preferred carrier can be reached by an access code
or toll-freae customer service number. As ATAT has recognized, "[i]t
ghould be each carrier's .ruponsibility, as a competitive service
provider, to inform its customers on how to reach its operators where
it is not the prasubscribed '0+! carrier."

geaff has proposed that the notification measures also include
posting information for end-users through the use of tent cards and
stickers on or near the telephena instrument. The informatien to Se

ﬁboued would include the name of the ACS provider, an indication that

e

the provider's rates APPlY . jocation-specific surcharges, 2 statement
that the calling card ﬁarriur will not carry the call, dialing
1nai:ruct.ions, a toll-free number Ior billing inquiries, and 2
|description of complaint procedures. The provider's tariffs would
Hducriba the precise contents and methods of posting, as established

in the secend phase of thase proceedings, and would reguire the

-15- pECISION No. 9 7237
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digconnection of a subscriber for failing to continucusly meet the
posting requirements.

The only objection raised to Staff's proposal is the inability
of an A0S company to police the premises of its subscribers to ensure
compliance with the posting requirement. AS noted by staff, hovever,
enforcament efforts will depend en end-user inquiries and complaints.
Staff's recommendation is reascnable and should be adopted.

The Commimsion is almo concerned with the impect on consumers of
collec. =alle received through A0S providers. As the called party is
the end-user and cuatomer of record they should recaive the sanme
notification as other end users. That notification should include,
but not be lirited to the clear jdentification of the AOCS provider,
and a statemant Jf the rates that apply. The called party should
also be afforded the opportunity to inform the caller that the call
is being refused due to the carrier. '

As the final provisien in the end-user notification and choice
categery, Staff has recommended that the Applicants' tariffs and
contracts dictats that neither the ACS providar nor the subscriber
shall require or participate in blocking any end-user's access to a
praferred carrier. The eariffs would additicnally list a toil-free
custeomer service number to? all certificatad 1ECS.
| The A0S participants generally agree with a prohibition against
plocking®, but are concerned that it could create a significant risk
of fraud because the subscriber equipment at scne locations would

allow end-users to complaeta "1oxxxﬂlaccesl code calls which would ke

s 1TI supports blocking "10XXX+1" calls and "10XXX+0" calls
originating from eguipment which cannot be modified to prevent fraud,
from prisons, and from areas where line screening is not available

from the LEC. ,
=16~ DECIBION NO. 5.7""?9
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billed to the subscriber rather than the end-user. Other equipmant
is unable to accept "10XXX" access codes oOr cannot distinguish
petween "10XXX+1" and "10XXX+0" calls. B8taff has respended go this
concern with datailed instructions for the Applicants to follow ;n
the second phase of thess mattcro in requesting & walver from the
prohibition for those locations with limited squipment capabilities.

Blocking access to other IECs from presubscribed locations is
inapposite to an open access network and a competitive market for
operator services. It has also been a particular source of end-user
confusien and frustration. Adoption of a prohibition against
wlocking is certainly justifiad. In order to ensure that subseribers
comply with the blocking. prohibitien, an additional recuirement is
warranted. Applicants should be reguired to withhold on a location
specific basis the payment of any compensation, inecluding
conr sions, to an aggregator which the provider believes is blocking
and-users' access to preferred carriers. Specific waivers from the
plocking ban and any conditions which should attach to such waivers
are hereby deferred to the second phase in which they can be more
meaningfully assessed.

The Applicants are hereby placed on notica that waivers from the
plocking ban will be considered only i# accompanied by ths type of
detasiled cost/benefit analysis outlined by staff and will be granted
only if the avidence compels a f£inding that wi;nout plocking the risk
of fraud and revenus erosion to the providir would bs significant.
The Applicants are further placed on notice that the pervasivaness of
the bPlocking needed for daficiencies in customer prenmises equipment
will be a .factor taken into consideraticn in determining whather it

is in the public interest for the Applicant to ba certificated.

I -17= DECISION No. & P
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For the reasons previcusly discussed, the commission will not
adept a requirement that toll-free customer service numbars for all
other cartificated carriers be included in Applicants' tariffs.
2ublic gafely

In order to protect the pudblic safety in emergency situations,
Staff has proposed a requirement that Applicants route all zero-minus
calls immediately to the LEC unless, in the saecond phase cflthese
matters, the provider clearly and convincingly demonstrates that it
has the capability to process such calls ag with squal quickness and
accuracy. At the time reply briefs wers £ilad, no oppesition to this
requirement ramained, It should be adopted.

Billing

In the billing category, Stalf hu' proposed regulations to
govern provider identification, the acceptance of calling cards,
uncompleted calls, billing delays, and the disconnection of service
for non~-payment.

gtaf? racommends that the bills issued for the intrastats
interLATA A0S service provided by Applicants includa the ninimum
information required by A.A.C. R14-2-508(B) as well as the name of
tha A0S provider(s) and each company's toll-frae customer service
number sc that the end-user has the information neadad to pursue a
billing inguiry or complaint. Accerding to staff, US West has the
ability %o accommodate the identificatien of the individual
providers, but further evaluation of the raquiremant and possible
waivers frem it may be necessary in the second phase for the bills
rendersd by the independent 1ECs which have billing arrangements with

the National Exchange Carrier Association.

~18= DECISION NO. “-73;?
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The ADS companies and US Waest have challenged the provision

which would require the {dentification of A0S providers on end-user

bills primarily because US West and the independent LECs de not have

the technical capability to list the identity of the underlying

provider if it usas & clearinghouse to submit billing data. Thay

clajm that the cost of implementing such capability would be

exerbitant and would be passed on the AOS providers. It has been

suggested that tha end-user's bi1l could instead identify the billing

agant or clearinghouse sinca they are authorized by the provider to

0O ® I 06 n S B D M

handle billing disputes.

0
the evidence, no LEC in Arizona has sub~carrier

1l
12
13
14
16
16
by
18
19
20
21
3
23
24
1
R6
27
£8,

According to

{dentification capability, with the possible exception of US West and

thera is a conflict in the racord over its technical abilitiea. As

a consequence, mandating AOS provider identification on end~user

pills would serve little purpose if the requirement is impossible to

offectuate. In order to provide end-users with a feasible avenue to

pursua billing matters, the provision should be medified to require

the jdentification of the ACS provider(s) to the extent that the LEC
has the capability to do so and, in the absence of that capakility,

ification of the killing agent or clearinghcuse and its
The claims that

the ident
toll-free customer service number shall be reguired.

sub-carrisr identification would be prohibitively expensive have not

substantiated for Arizona and have, therefore, been rejected.
gtaff has developed several safequards to protect the snd=-user

who wishes to use an IEC calling card for purposes of billing ACS

baan

for calls charged to calling cards) the end~user be informad, at ne

charge,

charges. B8taff racommends that: Applicant's tariffs specify rates ;

that the card issuer will not carry the call and that
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difrerent rates nay apply! and the ACS provider instruct the end=-user

on how te access the issuer upon request,

Bince the branding requirement established above will advise the
card hoidor that a provider other than the {ssuer has been reached
and that its rates apply and since a requirement to provide access
codes of information numbers for other carriars has previcusly been
rejected, the only aspect of Staff's recommendation remaining to be
addressed is the inclusion of the rates for calling card calls in
Applicants' tariffs, That provision is reagonable and should be
adopted. |

In instancas whers calls have not been completed, Staff
recommends that Applicants be prohibited from billing fer such calls
and be required to refund, with {nterest, any such charges which have

been inadvertently billed, The stated purpesa of the interest

provision is to compensate end-users for the inconvenience of the

overcharge and to serva as an incentive for tha Applicants to prevent

incorrect billings.
The A0S companies disagree with the imposition of interest on

tha overcharge. They argue that billing for uncompletad calls

rasults from a preblaen with answer supervision signalling and is not

unigque to, ©F intentional by, the A0S industry. Thsy Zurther argue

that the inadvertant chargaes are measurable in terms of pennies upon

which interasst would not bs perceptible.

For the reasons articulated by the A0S companies, the Commission

i 'pertuadcd that a full yefund of any charge levied fer ani
lunoomplcted call is sufficient to protect the end-user without i

imposing interest on the amount of ths overcharge.

S 7229
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1 In order to ensure the timely rendering of bills for A0S

2
3 agents, ba prohibited from billing for ealls which occurred morse than

60 days prior to the pilling datae. Staff's motivation for this

service, Staff has recommended that Applicants, or their billing

4
5 proposal is %o conform to the public expectation of prompt billing

8 and to allow the end-user to readily verify tha accuracy of the

7 charges and avold budgeting constraints.

8 In oppesition to the requirement, the A0S companies argued that

9
10
il
12
p

14
burden.

15
18 The mere fact that the A0S companies occasionally encounter

17
18
2|

rendaring bills requires additional time due to LEC billing cycles
and cocasional difficulties or delays in proccssinq charges. It was
suggaested that 90 oX 120 days would he a more approepriate billing
periods. Eatablishing any billing pericd is unacceptable to US West
{f it would be expected to enforce the deadline, whiech it clainms

would necessitats seftware changes and creats an administrative

!ditticultias or dslays in precessing charges does not dissuade the
conmission from f£inding that a 60-day billing periocd is reasonable.
JThe A0S companies have presented no evidence that the incidence of
such difficulties or delays i of such frequency, duration, or scope

21 that achieving the desadline is unrealistic. To the contrary, the

22 |
23
24
28
26
27
8

ycle recited by the companies fits well within

typical procnssinq c

the 60-day peried and allows for a cushien of several days to

accommodate processing problans.
The final Staff recommendation in the billing category addresses

service disconnecticn. gta#f recommends that, as a transitional

measure, Applicants' tarifis and contracts prohibit the disconnection

of an snd-user's 1ocal service for tailing to pay A0S charges. It is
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1 staff's suggestion that, upon application by a certiticated provider,

this prehibition be reconsidered in approximately one year, after the
Commission's regulation of intrastate interLATA ACS has bhs&eén
established and compliance with the other requirements iz attained.

The A0S participants, Citizens, and the AAEC oppose the

& O W

prohibition as being unnecessary. As several providers noted, in the

o

" event a customer disputes A0S charges by £iling a complaint with the
8 commissien, a LEC can not terminste service pursuant to A.A.C. Rl4-2-
509 (A) (1) (£). Telesphere claims that the inability to terminate the
local service of end-users tor non-~payment of A0S charges will

30
* .
subject the ACS providers to a signiticant amount of fraud. ITI sees

11
12
13
14
18
16
17
16
19
20 ﬁ
21
22
23

24 |

no useful purpose in including the provisien in its service contracts

aince the prohibition does not affect the contractual relationship

with the subscriber.
The Commission 2£inds that the pinimum requirement preoposed by

gtaf? will most appropriately balance the interest of protecting the
end-user from abusive practices and overcharges by the AOS industry

with the interest of the Appllcants in being able to collect

legitimate charges for the service rendered. Under this provision,

the disconnection of local servica for the non-paynment of intrastate

intarLATA A0S charges would be permitted, but only in accordance with

the dstailed procedures set forth in tha commission's rule on

termination for talephone utilities, A.A.C. R14~-2-509. Disconnection

would be unlawful if a bill dispute existed or if the charges had not

beeh calculated in accordance with authorized rates. Rejection of

28
the prohibition is consistent with Mountain §tates Telsphone And

26
27
28;)

Talegraph CO., Decision No. 54843 (January 10, 1986), at &0.
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DOCKET NO. U=2B07-882048, ET AL.
call suiashing

call splashing occurs when an A0S previder which has an out of
state operator service center transfers & zall to the closest
jecation of 2 prefarred IEC and tnat carrier is unwilling or unable
to identify the origination of the call so it applies interstate
vates for a call from the geographic point of the transfer to the
point of ternination rather than its intrastate rates for a call from
+he point of origin to the point of termination., Fer exampla, &n
and-user placing 2 call frem Phoenix to Tudson, Arizona which has
peen splaphed to ATLT in Danvar, Colorado would be chargad by AT&T
for a Denver to Tucsen call rather than for a sheenix to Tucson call.

To address this problem, 8taff has recommended that Applicants’
tariffs require the transfer of calls to ether carriers at ne chargs
so that rating and billing properly reflect the originating and
terminating peoints. when such transfers are not possible, the
tariffs weuld require the provider to inform the end-user that the
call cannot be complated and to provide {nstructions on how to reach
the preferred carrier.

The AOS participants nave not cbjected to the tariff language.
AT4T, however, contands that the most equitabie method of dealing
with eall splashin§ ig prohibiting those types of transfers, even gor
the purposs of conpnecting the end-usex to a praferred carrier.

Adoption of a plocking prohibitien which will ailow the end-user
to directly access the prefarred earrier, and these tariff provisions
suggested DY gtazf, should virtually eliminate the problem of call
splashing. gtart's reconnendation should be adoptad, as modified for

the reasons dimscussed above, tO require Applicants to inform end-

e23= DECISION NO.
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users whose calls cannot be complataed that the praferred carrier may
ye reached by access code or toll~frea customer service number.
coxplaint Rrocessing

gtaff beljeves that the deternination of each Applicant's
¢itness to receive certification in Arizona should be hased in part
upon an svaluation of its complaint pzbcansing procedures. 5taff
hes, agcordingly, recommendsd that Applicants be directed to submit
a detailed dascription of such procsdures for the ¢commisgion's

censidaration in the second phase of thesa proceedings, along vith

W @ ~T O o » OB W M

10 the name, address, and telephons number of a rapresantative for

11
12
13
14 ‘
15 |
16
A7
18
19
20
21
g2
23
24
25
26
27
28

complaint matters. staff further recommends that certificated
Applicants be directsed to semiannually submit a list of subscribers
and locations served.

other than noting the centidentislity of subscriber lists, the
A0s participants have not cbjected to providing the suggested
information. 6&taff’'s recommendations should be adepted.
{mmﬂw

As another aspect of the certification process, ataff believee
that the provider's quality of service should recaive consideration.
7o that end, Staiff has recommended that Applicants be directed to
develop and submit for raview standards fo¥ operater response tine

and call processing tinme. Upen certification, Applicants would be

regquired to submit semiannual reports comparing the company's actual
monthly performance with the standarads.

1TI has noted the propristary nature of performance data, but
does not object to staff's reconmendation. Telespbara doss, It is

Telespheare's position that regulatory performance standards are not

i

57339
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nesded hecause conpetition in the market and end-user dissatisfaction
with response times previde sufficient impetus for imp;ovcment.

The quality of A0S service, in terms of the length of time it
takes to place a call, has baen the source of and-ussr cemplaint,
Establishing performance standards for each provider and comparing
actual monthly data to the standards will enable the Conmission to
effectively menitor the quality of service and ensure that it is
pmaintained at a reasonable and acceptable level,

Inkrastate Revenue LOJS

§ince the Commission has not yet deternined whether cempetition
for the provision of intralATA interexchange service is in the public
interest, Staff recommends that AOS £irms ba authorized to provide
enly interLATA operator sarvices. The evaluation of Applicants!'
sitness for certification weuld then include eithaer an assessment of
tre firm's ability to restrict intralATA traffic or proof that the
velume of intralATA ealling will ke insignificant, for which the LEC
would not be compensatad. Statf further recommends that Applicants
pe directed to specify in their tariffs the access charges to be paid
for all intrastate interLATA calls.

ITI disagrees with a restriction on carrying IintralATA
interexchange célli and with any compansaticn scheme which fails to
offset the 1088 of intralATA revenues to the LECs with their avoided
costs of not handling the calls. citizens, on the other hand, urges
the Commission to require Applicants to refer unsuthorized intralATA
£911 calls to the appropriate LEC. The AAEC supports a requirement
that the AOS provider pass off all {intralATA calls to the LEC for the
reasons that: it is technologically and economically possibla; it is
unreascnablea to expect the AAEC or individual membars to participate

25~ " DECISION NO. ST 7
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DOCKET NO. U~2507-88-045, ET AL.

in each A0S certification proceading to pursus adeguate conpensation;
avaluating the effect of revenue diversion on a carrier by carrier
pasis ignores the cumulative impact on LECS: and an 'insignificant’
1avel of intralATA calling has not been quantified.

The quasﬁion whether competition for the provision of intralATA
interexchangs service is in the public 1ntar§st excaeds the scope of
this preceeding. At present, inéraLATA competition has not been
authorized in Arizona and we will not permit the A0S industry to make
inrosds intc that market. Even an 'ingignificant’ or 'incidental!
volume of intralATA traffic carried by an A0S company will ercde the
revenues of the LEC and could cumulatively create a serious ravenus
diversion problem for which the ILEC would seek rate relief from
Fjurindictional customers, We will not tolerate the expansion of AOS
Fsorvico {n Arizena at the expanse of the LECs and their customers.

The Commission, tharafora, agrees with the AAEC and Ccitizens that
Phpplicants should be required to transfer all 1ntraL$TA toll calls to

the appropriate LEC.

FURTHER QOMMISSION ACTION
e

Having determined that the provision of intrastate interLATA AOS
service, subject to tha regulatory requirements set forth above, ig
in the public intersst, these npatters may now proceed on &an
{pdividual basis to the second phase, in which the fitness of each
Applicant for certification will be evaluated. In the sscond phase
of thaese proceedings, the commission's evaluation of each applicatien

will include, but not be limited %o, the following: the proposed

l1evel of tha rates and charges; the technical capability te provide
the proposed sarvices, {ineluding the ability %o handle emargency
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1 calls; the firm's financial structure; the proposcd' terms and

2 conditions for mervice; the adequacy of the pranding and posting

3
4 processing procedures; the ability to transfer {intralATA toll calls:

methods; the proposed guality of service standards; the complaint

5[ ane the willingness of the provider to comply with Comnission rules

6
" herein. As recommended by staff, Applicants should be diracted to |,

and regulations, inciuding the regulatory requirenments adopted

8 supplemant their applicatiens, as needed, to incorporate the

9
10
il
12!

regulatory requirements and to offer any addiﬁional information which
will sssist the Commission's evaluation. |

From the testimony at hearing and the arguments raised on brief,
it appsars that the A0S participants are under a nisapprehension that
vaivers frem the regulatory requirements can be pursued and aasily
obtained during the second phasae. The parties are hereby placed on
notice that the second phasa of these proéeodings will not include an
16 'opportunity o re~litigate the regulatery requirsments jpst adopted.
In the interest of uniformity and to avoid diseriminatory treatment
between Applicants, the requirements will be accorded the foree and
lezfect of Commission rules from which waivers will ba granted only
upon & clear and convineing demonstration that a particular safeguard
im inapplicable tc the service being offered or in a very apacitic
;nd ung:ual situation is inapprepriate. This includes the blocking
provision discussed above. '
24 H!iiﬂl.I2‘HQn:LRRILEAH&.AQE.ZIQ!iﬂI:I

1n addition to the Aapplicants, other companies, such a8

intervenors ITI and Conm Systems, are providing intrastate interlATA
A0S service in Arizona. As & result of the Commission's tinding

herein that AOCS pfoviders are public service corporations within the
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meaning of Article XV, gection 2, of the Arizopa constitution, those
other companies must submit applications eor certification.

To this end, Stafl has raconmended that the LECS which offer
pilling and collection service to A0S companias notify each provider
that 1£ must file an application for a CC&N within a reasonable
periecd and that billing and collaection aervice will not be provided
for non-certificated carriers. The recommendation is uncppcesed.

stati's recommendation‘shauld be adopted as & reasonable and

effactive means of ensuring that the AOS companies operating in

omqombaml-'

10 Arizena submit to the Cemmission's jurisdictiecn. Tha LECs

1l
12
i3
i4
15
16
7
18
19
20
21
22
&3
24
20
26
a7
28

participating in thesse consolidated proceadings‘ should provide the
notice by first class U.S. mail within 15 days of the effective date
of this Decision. The A0S companies should be given until May 24,
1591 o file the applicaticns and serve an affidavit of filing on the
LEC. Absant a pending application for a CCLN, the participating LECS
ghould eaffactive with the first billing cyels aftar June 1, 1891
cease providing pilling and collection lafvica for intrastate calls

carried by unauthorized ACS providers operating unlawfully in the

state.

Rulepaking .
The unigue market structure occupied by the AOS industry, the

problems which it has spawned, and the needﬁfor strict ragulation of
A0S mervice to protect the public interest has 1¢d the commission to
conclude that the provision of {ntrastate intexLATA ACS service in

Arizona should be governed kY formal rules and requlations rather

¢ Not all of the LECS authorized to conduct business in
Arizona are participants in these consolidated proceedings. Rio
virgin Telephons company and south Central Utah Telephone Association
nave naither sought {ntervention nor are. represented by the AAEC.
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than by reguirements attached to inaividual certificates.” A
rulemaking proceeding should be initiated. Btaff should develop and
gubmit to the Commission proposed rules which ars not inconsistent
with the raegulatory requirenents adopted herein, with additienal
provisicns as {t beligves ars necessazry, and should request authority
to submit & notice of proposed rulemakinq to the Office of the
sacretary of Statse.

" * * * * "

Having considered the entirs record herein and baing fully

¢ ® I o = b O N ¥

advised in the premises, the commission finds, concludes, and orders

v
Lo

that:

-
=

FINPINGS QF FACT

1, Applicants are A0S resellers of interaxchange long distance

P P
K

service engaged in the pusiness of transmitting messages oOX

'z
-

furnishing telephone service to the public and are sesking authority

(v
o

to operate in Arizona.
2. By Procedural Orders dated July 24, 1989 and October 11,

2P
2 O

1589, the above-captionsd matters were consolidated for purposes ot

W)
00

hearing and Order with respact to the general issues pertaining to

t-
O

the previsien of A0S and ware duighaud to then proceed on 2a

»
o

{ndividual basis to address company-spacific issues.

N
e

3. ' The consolidated hearing commenced as scheduled on octobar

o4
)

30, 1989 and concluded on March 8, 1990.

)
(L]

4. Notice of hearing was duly provided.

o
>

5. The evidence demonstrates that, with preoper oversight,

venatits in the form of {nnovative or unique service offerings and

»
Lo ]

0
-2

Y ﬁpon implementation, the rules will supersede the
ragulatory requirements and will bs equally applicable to Applicants

and other A0S providers.
=gOm DECIBION NO. '5-7 ‘?‘3 7
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benefits resulting from compatition will accrue to the public through
the availability of A0S servica.

6. The authorizatlion of A0S service in Arizona is expressly
contingent on the implementation of & regulatory framework which
adaquataly addresses the problems associated with the industry.

w. The regulatory requirements adopted herein will, on &n
individual basis, addreas the intended problam and, on & collective

basis, form a fair and reascnable schema of regulation necassary Ior

© B 2 O O H> 0 w0 M

end-user protection.

10 8. tn addition to the Applicants, other companies, such as

il
12
13
34
15
16
17
18
19
20
2l
22
£3
£4
£0
26
27
28

intervencrs 1TI and Com Systems, are providing intrastate interLATA

208 service in Arizona.
9, As a result of the commission's finding herein that ACS

providers are public service corporations within the pmeaning eof
Article XV, BSectien 2, of the Arizona constitution, the other
companies must subnit applications for certitication.

10. Beceuse of the unigue market structure occupled by the A0S
industzy, the problems which it has spawned, and the need for strict
regulation of ADS service to protect the public interest, the
provision of intrastate {nterLATA A0S service in Arizonma should be
governed by formal rules and regulations rather than by recuirements
attached to individual Certificates.

CONCLUHIONS OF LAW
1. Applicants seek authority to oparate as public service

corporations within the meaning of Article XV, Section 2, of the

Arizona Constitutien.
2. The Commission has jurisdiction over the Applicants and the

subject matter of the applicatioens.

57329
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4, The rsquasts by Automated, century, LD/USA, and Triple
Crown to withdraw thelr applications are unopposed and should be
granted.

4. The provision of intrastate interLATA AQB service in
Arizona, subject to the regulatory requirements gaet forth above, is
in the public interest.

5. The regulatory reguiraments adopted hersin are fair, just,
and reasonable.

6. Applicants should ba directed to supplenent their
applicaticns, 28 needed, to incorporate the regulatory recuirements
adopted hersin and to offar any additional information which they
beliave will assist the Commission's cvaluatioﬁ.

7. The LECs participating in these consolidatad proceedings
which effer billing and collection service to ACS companies should be
directed to notify each provider by first clasgs U.s, mail within.ls
daye of the effective date of this Descision that, no later than May
24, 1991, it must file an application with the commission for a CC&N
and an affidavit of filing with the LEC and that, absent 2 pending
application, billing and collection service will not be provided for
intrastate calls carried by unauthorized ACS providers operating
unlawfully in tﬁo state.

8, Absent a pending application by an AOS provider for a CCEN,
Ftho participating LECS should be directed to cease providing billing

and collection service affective with the first billing cycle after
June 1, 1891 for intrastate calls carried by unauthorized A0S

providers.
9, Staff should develop and submit to the Commission proposed

rules which ars not inconsistent with the regulatory reqguirenents

—_a NEATETAN NO. '5-7";‘?’




APR 18 ’91 13:808 P.11

[

© O T o ;> B N P

R R R D
mqoaomwpoomgggggass

DOCKET NO., U=-2507-88-043, ET AL.

adopted herein, with additional provisions as it believes are
necessazry, and should request authority to subnit a notice of
proposed rulemaking to the Office of the EBacretary of Stata.
. QRDER |

1T 15 THEREFORE ORDERED that the reguasts by Automated, Cantury,
LD/USA, and Triple Crown to withdraw their Applications are hereby
grantad without prejudicae.

1T 18 FURTHER ORDERED that the provision of intrastate interLATA
A0S service in Arizona, subjsct to the régulatory raquirements
adopted hcrnih, is in the public intarest.

1T I8 FURTHER ORDERED that ths regulatory requirements set forth
above are hereby sdopted and shall be attached to any authorization
“whioh is granted Applicants in the gecond phase of these matters.

1T 1§ FURTHER ORDERED that Applicants shall supplement their

applications, as needed, to incorporate the regulatory requirements
adopted herein and to offer any additional information which they
pelieve will assist the Commission's evaluation.

1T IS FURTHER ORDERED that the LECS participating in these

consolidated proceedings which offer billing and collection service
te A0S companies shall netify each provider by first class U.S. mail
within 15 days of the effactive date of this Decision that, no later

than May 24, 1991, it npust file an appliqation with the Commission
for a CCLN and an affidavit of filing with the LEC and that, absent
a pending application, billing and collection service will not be
provided for intrastate calls carried by unautherized A0S providers
eperating unlawfully in the state.

‘ 1T 18 FURTHER ORDERED that, absent & pending application by an
ACS provider for a CC&N, the participating LECs shall cease providing

=32~ DECIBION NO, 57'33?
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billing and collection service effective with the first billing ecycle
after June i, 1991 for intrastate calls carried by unauthorized A0S
providers.

17 I8 FURTHER ORDERED that Staff shall develop and subnit to thﬁ
commission proposed rules which are not inconsistent with the
regulatory requirements adopted herein, with additional provisions it
beliavaes are necaessary, and sﬁould request authority to submit a

notice of propesed rulamaking to the office of the Becretary of

© ® T O M4 H»& N DV P

Stats.
IT IS FURTHER ORDERED that this Decision ghall become effective

| g
o

immodintoly.
BY.-ORDER OF THE ARIZONA OB}_’QRATION COMMISSION,

o
TR

[
ot
t

Al LU Ll A Ltlld b . —
' CHAIRMAN = COMMISSIONER COMMISSIONER
18

IN WITNESS WHEREOF, I, JAMES MATTHEWS, Executive
6y Secretary of the Arizona Corperation Commission, have

hereunto set my hand and caused the official seal of
7 the Commission to be affixed at the Capitol, in the
18 city of Phoenix, this _ 5 _ day of M , 1891,
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