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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition by Verizon Florida Inc. for approval to revise customer |[DOCKET NO. 011497-TL
contact protocol. ORDER NO. PSC-02-0362-
PAA-TL

ISSUED: March 19, 2002

The following Commissioners participated in the disposition of this matter:

LILA A. JABER, Chairman
J. TERRY DEASON
BRAULIO L. BAEZ
MICHAEL A. PALECKI
RUDOLPH "RUDY" BRADLEY

NOTICE OF PROPOSED AGENCY ACTION
ORDER APPROVING REVISION OF CUSTOMER
CONTACT PROTOCOL

BY THE COMMISSION:

NOTICE is hereby given by the Florida Public Service Commission that the action discussed herein is
preliminary in nature and will become final unless a person whose interests are substantially affected
filesapetition for aformal proceeding, pursuant to Rule 25-22.029, Florida Administrative Code.
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I. CASE BACKGROUND

On Novenber 6, 2001, Verizon Florida, Inc. (Verizon) filed a petition
seeking relief fromour intralLATA toll custoner contact protocols.
More specifically, Verizon seeks our perm ssion to recommend its
i ntraLATA toll service on new custonmer contacts after it inforns
custonmers that they have a choice of intralLATA toll providers and
offers to read a |ist of those providers. No other party has filed a
response to this petition.

We have an extensive history related to customer contact protocols.
The issue of customer contact protocols arose fromour decision to
all ow i ntraLATA tol | presubscription. In our IntralLATA
Presubscription Oder, we found intraLATA presubscription was in the
public interest and ordered the four | arge incunbent |ocal exchange
conpanies to inplenent intralLATA presubscription by the end of 1997.
I ntraLATA presubscription is the ability of a tel ephone custoner to
presel ect a tel econmuni cati ons conmpany to carry that custoner's
intraLATA toll calls by dialing the digit "1," the area code, and the
call ed nunber. This is also known as "1+" dialing. Prior to intraLATA
presubscription, all "1+" dialing was reserved for a custoner's
serving | ocal exchange conpany (LEC), and custonmers who desired to
make intraLATA toll calls with a conpany other than their serving LEC
had to enter a carrier access code prior to normal dialing.

During the inplenentation of intralLATA presubscription, conplaints
were filed against Bell South alleging that Bell South nmarketed its
i ntraLATA toll service in an anti-conpetitive manner. Specifically
relevant to this case, it was alleged that Bell South's pronpts to new
custonmers unduly influenced theminto selecting Bell South's intralLATA
toll service by suggesting that Bell South was the excl usive provider
of intraLATA toll service. The conplainants were especially critica
of this alleged behavi or because Bell South's status as an i ncunbent
| ocal exchange conpany (ILEC) ensured that new custoners woul d
initially approach it for phone service. This, according to the
conpl ainants, justified placing special Iimtations on how Bell South
could market its intraLATA toll services.

In Order No. PSC- 96- 1569- FOF- TP, we determned that in order to
ensure the proper devel opnent of conpetition in the intralLATA tol
mar ket, Bel |l South nmust maintain conpetitively neutral custoner
contact protocols. Bell South Restriction Order These neutral custoner
contact protocols required Bell South to: 1) informeach custoner that
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due to the newy conpetitive environnent they have a choice of
intraLATA toll carriers; 2) offer to read the custoner a |list of

avail able carriers; and 3) if the custoner did not choose a
presubscribed carrier, offer to read the list again and if the

custoner remai ned noncommttal, explain that a carrier access code

woul d have to be used for intraLATA toll calls absent selecting a
Id. at 6. In addition to requiring these

primary interchange carrier

custoner contact protocols, we prohibited Bell South frominitiating

marketing efforts designed to retain custonmers who decided to switch
service fromBell South to another carrier for a

their intralLATA toll
Id. at 7.

peri od of eighteen nonths.

i mposing restrictions on Bell South, we turned our attention to
we found

After
the other ILECs. In our Proposed Agency Action (PAA Order),
pronpts when

the other LECs should al so use the conpetitively neutra
t hey comunicate information about intraLATA toll carrier choices to
new custoners. The PAA Order was protested and set for hearing. As a
result of that hearing, we issued an Order (ILEC Order), which
reaffirmed our prior ruling that the other ILECs, including Verizon,
customer contact protocols as

were required to use the sanme neutral
Bel | Sout h.

In our ILEC Order, we also allowed Sprint to use the phrase "in
addition to us" when notifying custonmers of the availability of
multiple intraLATA toll carriers. W found that Sprint's contact

script nmet the underlying principle of the restriction "to insure
that custoners have an opportunity to nmake informed deci sions
regardi ng the choice of intraLATA toll providers." ILEC Order at 5.

in response to a petition by Bell South (Bell South Restriction
we considered lifting the marketing restrictions

Later,
i ntraLATA toll customer activity

Modi fi cation Order),
i nposed on Bel | South. W noted that
was the only circunmstance that had changed over the 18 nonths since
our order prohibiting the marketing activity Bell South agai n sought
to conduct. Id. at 9. W found that because of interexchange conpany
marketing efforts, custoners had becone sufficiently informed to make
educat ed choi ces despite any inherent advantage Bell South had due to
it being the first entity nost consuners approach for phone service
by virtue of its ILEC status. 1d. at 10. W granted Bell South relief

fromthe Bell South Restriction Order by revising the first step in

the protocol. Bell South is now allowed to advi se customers that "due

to the newy conpetitive environnent, custoners have the option of

selecting a carrier for their local toll calls in addition to us."
Id. at 11-12 (Enphasis supplied).
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On February 10, 1999, Verizon Florida, then known as GIE Fl ori da,
requested a declaratory statement fromthis Comm ssion which woul d
allowit to recomend its intraLATA toll service on new custoner
contacts after informng custoners that they had a choice of
i ntraLATA services and offering to read a list of available carriers.
We denied the relief proposed by Verizon's request for a declaratory
statenment (Declaratory Statenment), stating that the marketing
restrictions were intended to ensure conpetitively neutral custoner
contact protocols, increase custoner awareness, and allow the I XCs to
establish a presence in the intraLATA toll nmarketplace. 1d. at 5. W
found the reading of the phrase "I'd like to recommend” went beyond
this conpetitively neutral standard by marketing Verizon's service in
a manner other intralLATA toll conpetitors did not have avail able. Id.
at 7. W found this a sharp contrast to the approved phrase "in
addition to us,"” which we stated sinply inforns the custoner of al
the avail able carriers but does not enphasize one carrier over
another. 1d.

1. ANALYSI S

Inits instant petition, Verizon seeks relief fromour intralLATA tol
custoner contact protocols. Specifically, Verizon seeks permi ssion to
recommend its intraLATA toll service on new custonmer contacts, after
i nform ng custoners that they have a choice of local toll providers
and offering to read a list of all avail able intralLATA tol
providers. (Petition at 1) Verizon argues that this request is
consistent with our order inplenenting intralLATA tol
presubscription, (IntralLATA Presubscription Order) because it desired
that intralLATA and interLATA services be explained in the sane way.
(Petition at 1) Furthernore, Verizon clainms we never nodified our
decl aration that intraLATA and interLATA should be treated the sane
way, and that declaration was the foundation for |ILECs such as
Verizon stipulating in 1998 not to litigate the issue of whether we
shoul d order non-Bell South ILECs to use custoner contact protocols.
(Petition at 4)

Verizon contends that the FCC has long allowed an ILEC "to recomend
its own long distance affiliate, as long as it contenporaneously
states that other carriers also provide |Iong distance and offers to
read a list of all available interexchange carriers in random
order." (Petition at 4, quoting Bell South's South Carolina 271
Application at § 237) Verizon contends the FCC found this approach
provi des the right bal ance between equal access obligations and the
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right to engage in joint marketing for intralLATA as well as interLATA
services. (Petition at 5 quoting Id.)

The purpose behind the custoner contact protocols, according to
Verizon, was to allow the interexchange carriers (1XCs) to devel op
mar ket share and to create custoner awareness about conpetitive
i ntralLATA toll services. (Petition at 5) These goals, Verizon
asserts, have been net. (Petition at 5) Information Verizon obtained
fromits Activati on Managenent System (AMS) dat abase indicates that
as of August 2001, 74.2%of eligible Iines were not presubscribed to
Verizon's intraLATA toll service. (Petition at 6) As an additiona
exanpl e that conpetition has devel oped in the intraLATA toll market,
Verizon cites the nonth of Septenber 2001. Verizon's Call Center

Order Entry Systemindicates that in Septenber of 2001, 81% of al
new service orders initiated by residential custoners did not
presubscribe to Verizon's intraLATA toll service. (Petition at 6)
Veri zon asserts "[t]his information proves, beyond any doubt, that
the objectives underlying the custoner contact restrictions, assuring
cust omer awareness of their intralLATA choices and allowing I XCs to
establish thenselves in the intralLATA market, have been fully
net." (Petition at 6)

Verizon clains the current custoner contact protocols place it at a
conpetitive disadvantage with I XCs, who can market their intralLATA
toll service without limtation. (Petition at 6) Verizon is
particularly concerned with large | XCs |i ke AT&T and Sprint that are
al ready well -known to consuners as | ong di stance providers and can
use that famliarity to sell intraLATA toll services. (Petition at 6)
Verizon clains its intralLATA toll service is increasingly subject to
conpetition fromcellular conpanies that market intralLATA tol
service without the restrictions that hinder Verizon. (Petition at 9)
According to Verizon, 40% of the people in the U S. carry a cel
phone. (Petition at 9) Verizon asserts that our customer contact
protocols prevent it fromgiving useful information about rate plans
to consuners. (Petition at 6) OQther states, and the FCC, according to
Verizon, allowit to recommend its intralLATA service. (Petition at 6)
Veri zon argues that revising custoner contact protocols to conform
with other states in Verizon's territory and with FCC requirenents
will result in admnistrative cost savings, because Verizon custoner
service representatives could be trained to handle all calls in the
same nmanner, as opposed to having to learn a separate, Florida-only
procedure. (Petition at 6-7)

Verizon asserts that the current custonmer contact protocols are not a
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response to wongdoing on its part, but rather were created to
address all eged anti -conpetitive behavior by Bell South. (Petition at

7) Verizon contends when we allowed Sprint to change its custoner
we were persuaded by the fact that Sprint had not

contact protocols,
been subject to conplaints for anti-conpetitive behavior. (Petition
at 7) Verizon reiterates that it, |like Sprint, was never subject to

any conplaints involving anti -conpetitive intraLATA marketing

(Petition at 7) Verizon asserts it did not even use the

"In addition to us" |anguage that was once used by Sprint and | ater

adopted by Bell South. (Petition at 7) In fact, Verizon contends it

voluntarily inplenmented pro-conpetitive steps such as offering one

free intralLATA primary interexchange carrier (PIC) change. (Petition
at 7)

practices.

Addi tionally, Verizon argues the "gatekeeper" rationale, which
i nfluenced our decision to institute custoner contact protocols, no
| onger justifies naintaining them (Petition at 8) By "gatekeeper"”
rationale, Verizon is referring to the argunent that an I LEC, as
likely first contact for many new phone custoners, would use its
position to unduly influence custoners into selecting the ILEC s
intraLATA toll service. (Petition at 8) Verizon contends this
"gat ekeeper” rationale no | onger applies because of the increased
| ocal and intralLATA toll service conpetition, and greater consumner
knowl edge of intralLATA toll conpetition. Increased |ocal conpetition
and the dramatically increased preval ence of cell phone use have
greatly reduced Verizon's once dom nant position as an |LEC.
(Petition at 9) Verizon contends the danger of it using its ILEC
status to exert undue influence on custoners is unfounded because it
has never shown any tendency to engage in unfair intraLATA marketing
tactics or to aggressively interpret our marketing guidelines.
(Petition at 9)

Verizon will keep a nunber of key custoner
contact protocols in place. It will still informcustoners that they
are free to choose anong nunerous intraLATA toll carriers and offer
toread a list of all available carriers to insure custoner awareness
of intraLATA toll conpetition. (Petition at 8) Verizon al so argues
that we should not use residential |ocal conpetition as a factor to
determne if custoner contact protocols are still needed. Subsidies
i nherent in the systemare the reason for |ow residential
conpetition, not Verizon's behavior. (Petition at 9) Verizon al so
asserts that granting the relief it is seeking would hel p shore up
i ntraLATA toll revenues which have historically been used to keep
basi ¢ phone service rates low. (Petition at 9)

As an added neasure,
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o DECI SI ON

As noted in the case background, Verizon seeks our perm ssion to
recommend its intraLATA toll service to new custoner contacts after
it informs custonmers that they have a choice of local toll providers
and offers to read a list of available intralLATA toll providers. This
is the sane request Verizon nmade and we denied in 1999. Declaratory
Statenent at 2. However, since we denied Verizon's request in 1999,
we find that current narket data illustrates a significant increase

i n consurmer awar eness of intraLATA toll conpetition and intralLATA

toll market share now held by conpetitors. The increase in
conpetition | eads to our finding that our goals behind the customner
contact protocols, to ensure that conpetition for intralLATA tol
servi ce devel oped and that custoners are educated about intralLATA
toll conpetition, have been net.

W generated our neutral customer contact protocols out of a concern
that ILECs woul d use their status as "gatekeeper"” of |ocal phone
service (i.e., the first conpany nost new phone custoners have
contact with) to unduly influence new custoners into selecting their
own intralLATA toll service. Bell South Relief Oder at 10. W found a
custoner's first "buying experience" was crucial and, as such,
required ILECs to use conpetitively neutral protocols when
negotiating wth a new custoner about the selection of an intralLATA
toll carrier. Id. at 9. The neutral custoner contact protocols
required ILECs to: 1) informeach custoner that due to the newy
conpetitive environnment they had a choice of intralLATA toll carriers;
2) offer to read the custoner a list of available carriers; and 3) if
the custoner did not choose a prescribed carrier, offer to read the
list again and if the custoner remai ned nonconmittal, explain that a
carrier access code would have to be used for intraLATA toll calls
absent selecting a primary interchange carrier. Bell South Restriction
Order at 6. W stated that the objectives underlying the customner
contact restrictions were to assure custoner awareness of their
I ntraLATA choices and to allow I XCs to establish thenselves in the
i ntraLATA toll market. Declaratory Statenment at 5. Wile we felt the
newly conpetitive intralLATA toll environnent justified the custoner
contact protocols when first issued, we also stated "Wiile this
gat ekeeper position gives an [ILEC] an advantage in theory, we
believe market data is a nore telling indicator since this data is
t he product of actual customer and conpany actions." Bell South Reli ef
Order at 10. This statenent reflects our intent to limt custoner
contact protocols when actual market data proved that intralLATA tol
conpetition was firmy devel oped and that consunmers were aware of the
conpetitive intralLATA toll environnent.
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W find that the current nmarket data illustrates that custoner
awar eness of intralLATA toll conpetition and | XC i ntralLATA toll market
share have increased significantly. These increases in customner
awar eness and | XC market share lead us to find whatever advantage
Verizon enjoyed by virtue of its ILEC status has been reduced to
where Verizon should be granted the relief it is seeking. That is, we
find that Verizon should be permtted to recomend its intralLATA tol
service after it inforns custoners that they have a choice of
i ntraLATA carriers and offers to read a |list of available carriers.
When Verizon filed its first request for relief with us in 1999,
approxi mately 54% of eligible custoners did not presubscribe to
Verizon's intraLATA toll service. (Petition at 5) Now, as of August
2001, 74.8%of eligible custonmers are not presubscribed to Verizon's
intraLATA toll service. (Petition at 6) Further, anbng new customers,
the disparity is even greater. A sanple nonth of Septenber 2001
i ndi cated that 81% of new service orders initiated by residenti al
custoners did not presubscribe to Verizon's intraLATA toll service
conpared to approximately 67%in 1999. (Petition at 5-6) We find that
allowing Verizon to reconmend its intraLATA toll services will not
adversely affect the state of the market because the market data
overwhel m ngly show that custoners have becone sufficiently inforned
to make educated choices, despite any inherent advantage Verizon has
due to its "gatekeeper" position.

In our Declaratory Statenent, we recognized that conpetition for
| ocal residential service should be a factor in determ ni ng what
custoner contact protocols are appropriate for an I LEC pronoting its
intraLATA toll services. See Declaratory Statenent at 7. However, we
find any negative inference drawn fromlow |l evels of residenti al
conpetition in the local market is offset by the al nost 75% mar ket
share conpetitors possess in Verizon's intralLATA toll market. W find
this level of toll market penetration indicates that consuners who
sel ect Verizon for intralLATA toll service will be doing so because
they genuinely desire Verizon as their intralLATA toll carrier rather
than due to | ack of know edge about conpetition. Additionally, we
find Verizon's potential for undue influence on a custoner's
selection of intraLATA toll provider by virtue of its ILEC status
dwi ndl es nore and nore as cell phone use continues to rise. Wiile we
have not verified that 40% of Anmericans carry cell phones, as Verizon
contends, we do believe that cell phones have becone a viable
conpetitor for |ocal service for many people. Further, safeguards
will remain in place to ensure consuner awareness of intralLATA tol
conpetition remains high. Verizon representatives will still be
required to informcustoners that they are free to select the
i ntraLATA toll carrier of their choosing, and Verizon representatives
must still offer to read a |list of available intraLATA toll carriers
to the custonmer before recomendi ng Verizon's own intralLATA tol
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servi ce.

Additionally, we hold that allowi ng Verizon to recommend its
i ntraLATA toll services, only after it inforns custoners they are
free to select the intraLATA toll carrier of their choice and offers
toread a |list of available providers, levels the playing field anong
conpetitors. There are no restrictions placed on the manner in which
| XCs or cellular conpanies can nmarket their intralLATA services. W
have stated that a customer contact protocol "precludes [an |LEC
fromexplaining fully its products and services." Bell South
Restriction Mdification Order at p. 9. W find that while the
requested relief does not place Verizon on an equal footing with its
conpetitors due to its unique position as an ILEC, it does allow
Verizon's voice to be heard in the marketpl ace.

In conclusion, we find that Verizon shall be allowed to recommend its
i ntraLATA toll service on new custoner contacts after it inforns
custoners that they have a choice of intraLATA toll carriers and

offers to read a list of toll providers in random order. The market
data indicates that custoners have becone sufficiently informed to
make educated choi ces regardi ng the selection of an intralLATA tol
carrier, despite any advantage that Verizon may have due to its
"gat ekeeper" status as an | LEC

Based on the foregoing, it is,

ORDERED by the Florida Public Service Conm ssion that Verizon
Florida, Inc. be allowed to recommend its intraLATA toll service on
new custoner contacts after it informs custoners that they have a
choice of intraLATA toll carriers and offers to read a list of tol
providers in randomorder. It is further

ORDERED t hat the provisions of this Oder, issued as proposed agency
action, shall becone final and effective upon the issuance of a
Consunmati ng Order unl ess an appropriate petition, in the form

provi ded by Rule 28-106.201, Florida Adm nistrative Code, is received

by the Director, Division of the Comm ssion Clerk and Adm ni strative
Services, 2540 Shumard Oak Boul evard, Tall ahassee, Florida 32399-

0850, by the close of business on the date set forth in the "Notice

of Further Proceedi ngs" attached hereto. It is further
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ORDERED that in the event this Order becones final, this docket shal
be cl osed.

By ORDER of the Florida Public Service Comm ssion this 19th day of
March, 2002.

BLANCA S. BAYO Director
D vision of the Conmi ssion derk
and Adm nistrative Services

By:/s/ Kay Flynn
Kay Flynn, Chi ef
Bureau of Records and Heari ng
Servi ces

This is a facsimle copy. Go to the Comm ssion's Wb site,
http://ww. floridapsc.comor fax a request to 1-850-413-7118, for a
copy of the order with signature.

( SEAL)

NOTI CE OF FURTHER PROCEEDI NGS OR JUDI Gl AL REVI EW

The Florida Public Service Commission is required by Section 120.569
(1), Florida Statutes, to notify parties of any adm nistrative
hearing that is avail able under Section 120.57, Florida Statutes, as
well as the procedures and tine limts that apply. This notice should
not be construed to nean all requests for an adm nistrative hearing
will be granted or result in the relief sought.
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Medi ati on may be avail able on a case-by-case basis. If nediation is
conducted, it does not affect a substantially interested person's
right to a hearing.

The action proposed herein is prelimnary in nature. Any person whose
substantial interests are affected by the action proposed by this
order may file a petition for a formal proceeding, in the form
provi ded by Rule 28-106.201, Florida Adm nistrative Code. This
petition nust be received by the Director, D vision of the Comm ssion
Clerk and Adm nistrative Services, 2540 Shumard Gak Boul evard,

Tal | ahassee, Florida 32399-0850, by the cl ose of business on April 9,
2002.

In the absence of such a petition, this order shall becone final and
ef fective upon the issuance of a Consummating O der.

Any objection or protest filed in this/these docket(s) before the
I ssuance date of this order is considered abandoned unless it
satisfies the foregoing conditions and is renewed within the

speci fied protest period.
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