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Before the
Federal Communi cati ons Comm ssi on
Washi ngton, D.C. 20554

In the Matter of )
) File No. EB-00-TC-053
Veri zon Conmuni cati ons ) NAL/ Acct. No. X3217-010
)
ORDER
Adopt ed: Cctober 16, 2000 Rel eased: October
17, 2000

By the Chief, Enforcenment Bureau

In this Order, we adopt a Consent Decree term nating an
i nvestigation into possi bl e vi ol ati ons of section
64.1120(a)(1)(ii) of the Commission's rules by Bell Atlantic
Conmuni cations, Inc. d/b/a Verizon Long Di stance (Verizon).

On May 19, 2000, Verizon voluntarily disclosed to the Enforcenent
Bureau (Bureau) that it could not locate records of third-party
verifications (T"TPV'') for an estimted 20-25,000 residentia
consuners who had recently switched their preferred carrier to
Verizon during an inbound call to one of the residential sales



and service centers (T"RSSCs''). Verizon's subsequent
i nvestigation disclosed that the nunber of affected customer

lines was approximtely 34,000. The Bureau has received no
evi dence, such as conplaints fromany of the affected custoners,
i ndi cating that Veri zon changed the customers’ preferred

i nterexchange carrier wthout proper authorization. Accordingly,
the issues before wus solely relate to third-party verification
and record nmai ntenance, and not to the practice comonly known as
““slanmng. '’

The Bureau and Verizon have negotiated the terms of a Consent
Decree that would ternminate the staff's investigation. A copy of
the Consent Decree is attached and is incorporated by reference.
As detailed in the Consent Decree, Verizon has taken and/or
agreed to take various actions to rectify the matter and prevent
a recurrence, including, but not limted to: contacting and
crediting af fected resi denti al consuners; requiring TPV
contractors both to formally train their enpl oyees at the tine of
hiring and at |least twice per year thereafter on Comr ssion rules
and policies, and to sign an agreement to take disciplinary
action agai nst their enpl oyees who vi ol ate section
64.1120(a)(1)(ii); and periodic nonitoring of TPV contractors to
ensure conpliance with the Commi ssion's third-party verification
and record retention rules. Verizon has also agreed, inter alia,
to observe the wverification activity of the TPV contractors
t hrough regul ar on-site visits and/or tel ephonic nonitoring, and
to performnonthly audits of all TPV contractor's operations.

We have reviewed the terms of the Consent Decree and eval uated
the facts before us. In light of Verizon's comitnment to be
bound by vari ous princi pl es regar di ng its third-party
verification and records retention procedures, we believe that
the public interest wuld be served by approving the Consent
Decree and term nating the investigation.

Based on the record before us, and in the absence of material new
evidence relating to this matter, we conclude that there are no
substantial and material questions of fact as to whether Verizon
possesses the basic qualifications, including its character
qualifications, to hold or obtain any FCC |icenses or
aut hori zati ons.

Accordingly, IT IS ORDERED, pursuant to section 4(i) of the
Communi cations Act, 47 US. C. 8 154(i), and the authority
del egated by sections 0.111 and 0.311 of the Conmission's rules,
47 C.F. R 88 0.111, 0.311, that the attached Consent Decree IS
ADOPTED

IT 1S FURTHER ORDERED t hat the Commi ssion staff inquiry into the
matter described here I'S TERM NATED

FEDERAL COVMUNI CATI ONS COWM SS| ON

David H. Sol onmon
Chi ef, Enforcenent Bureau



Bef ore the
Federal Comruni cati ons Comm ssi on
Washi ngton, D.C. 20554

In the Matter of )

) File No. EB-00-TC-053
Bell Atlantic Comunications, Inc. ) NAL/ Acct No. X3217-
010

)

CONSENT DECREE

1. The Enforcenent Bureau of the Federal Conmunications
Commission (T "FCC' or ““Commission'') and Bell Atlantic
Communi cations, Inc. d/b/a Verizon Long Distance (" Verizon'')
hereby enter into a Consent Decree terninating an informal Bureau
i nvestigation into possible violations of section
64.1120(a) (1) (ii) of the Commission's rules, which, anong other
t hi ngs, requires telecommunications carriers to maintain and
preserve records showi ng that they have verified consuner
aut horization to change the consuner's tel ecommunications service
provider. Verizon is a common carrier that provides interstate
i nt erexchange tel ecommuni cations services in the State of New
York pursuant to tariffs on file with the Comri ssion. Verizon
voluntarily brought this natter to the Bureau's attention.
For the purposes of this Consent Decree the follow ng definitions
shal I apply:

a) * " Commi ssion'' or T FCC means t he Feder a
Conmuni cati ons Commi ssi on

b) ““Bureau'' neans the Enforcenent Bureau of the Federa
Conmuni cati ons Commi ssi on

c) ““Verizon'' nmeans Bell Atlantic Conmunications, Inc., d/b/a
Veri zon Long Di st ance;

d) "“Parties'' means Verizon Conmmunications Inc., its
affiliate Verizon, and the Conm ssion or Bureau

e) T Adopting Order'' neans an Order of the Bureau
adopting the terns and conditions of this Consent Decree;

f) "“Effective Date'' neans the date on which the
Bur eau rel eases the Adopting Order.

g) ""PIC Change'' is an order transnitted to a |oca

exchange carrier (" LEC') by an interexchange carrier or
request from a consuner to a LEC requesting a change of the

consuner's preferred i nt erexchange and/or intralATA tol
carrier (TPIC");
h) "“Residence Sales and Service Centers'' refers to

tel ephone conpany service centers that serve residentia
service consuners. Anong other things, enployees at these
centers accept requests fromresidential service consuners to
change their presubscribed interexchange carrier and initiate
the processing of these requests.

The Parties agree that the provisions of this Consent Decree
shall be subject to final approval by the Bureau by incorporation



of such provisions by reference in an Adopting Order of the
Bur eau.

The Parties agree that this Consent Decree shall become effective
on the date on which the Bureau releases the Adopting Order.
Upon rel ease, the Adopting Order and this Consent Decree shal
have the sane force and effect as any other Order of the
Conmi ssion and any violation of the terms of this Consent Decree
shall constitute a violation of a Conmission Order entitling the
Conmmi ssion to exercise any and all rights and to seek any and al
remedi es authorized by law for the enforcenment of a Conmi ssion
Or der.

Verizon admts the jurisdiction of the Commi ssion for purposes of
this Consent Decree and the Adopting Order

Verizon waives any rights that it may have to further procedura
steps and any rights it may have to seek judicial review or
ot herwi se chall enge or contest the validity of the Adopting Order
or this Consent Decree.

Verizon waives any rights it may have under any provision of the
Equal Access to Justice Act, 5 U S.C. § 504.

St at ement of Facts

Verizon provides |ong distance service to residential service
custoners in New York, and enployees in its affiliated telephone
conpany residence sales and service centers (T RSSCs'') handle
incomng calls from consumers who want to change their
presubscri bed carrier. On May 19, 2000, Verizon wvoluntarily
di sclosed to the Bureau that it could not |ocate records of
third-party verifications (" "TPV'') for an estimated 20-25, 000
residential consuners who had recently switched their preferred
carrier to Verizon during an inbound call to one of the RSSCs.
Verizon's subsequent investigation disclosed that the nunber of
affected customer |lines was approxi mately 34, 000. Veri zon
represented to the Bureau that it had recently discovered the
problem and that the mssing records related to PIC changes
dati ng back to March 2000.

Verizon's auditing of the billings fromits TPV contractor, The
Sut herl and Group, Ltd. (" " Sutherland '), reveal ed that Sutherland
was charging Verizon for fewer TPV transactions than Verizon
expected based on the nunber of «carrier selection orders
generated through the RSSC. Although not all inbound requests
for long distance service required TPV, Verizon nevertheless
recogni zed that a probl em exi sted.

Verizon represents that Sutherland contributed to the problem of
| ocating verification records by storing verification data in a
manner that was difficult to track and retrieve. For exanple,
Verizon noted that Sutherland, after verifying a custoner's
carrier selection for nultiple lines at a single residence,
stored the informati on according to the billing tel ephone nunber,
whi ch created problens when retrieving and recording the related
wor ki ng tel ephone nunbers in the accounts that were verified

during the sane transaction. |In addition, Verizon pointed out
that Sutherland stored verifications for PIC changes on existing
additional lines under the billing tel ephone nunbers, and that

Sut herl and stored sone residential verifications in its business
val i dati on dat abase.



Verizon also represents that it encountered other problens
reconciling the data. For exanple, an area code split in Long
I sl and, New York resulted in verification records being stored
under the original area code rather than the new one. In other
cases, \Verizon states that when its service representative
assigned a telephone nunber to a subscriber whose area code
changed prior to conpletion of the order, the service
representative perforned the TPV under the old area code, but the
conpleted service order record reflected the new one. In
addition, Verizon admts that in some cases, the RSSC
representative may have inadvertently given incorrect customer
information to Sutherland, or Sutherland may have inadvertently
entered incorrect information into its database.

Verizon represents that it pronptly and voluntarily inplenented a
nunber of renedial actions wth respect to approxi mately 34,000
residential custonmers for whomit could not |ocate TPV records.
These actions include the follow ng:

a) It has contacted custonmers to reconfirm PIC change
aut horizations and is crediting these consunmers up to the
date of the conpleted TPV or the consuners' stated desire to
switch to another carrier. Verizon represents that, to date,

some 10, 000 of these custoners still have not responded to its
repeated attenpts to reach them Verizon wll «credit the
consuners that it has been wunable to reach for all |[|ong
di stance charges since they were switched to Verizon through
Cct ober 18, 2000. If any of these custoners contacts Verizon
to dispute his or her carrier selection before April 19, 2001
Verizon will process a PIC change at its expense and credit

the custoner for all Verizon charges billed since Cctober 18,
2000.

b) It continues to work wth Sutherland to ensure that
source code nodifications are inplenented to address the
dat abase entry and retrieval problens identified in t he
operational review.

c) It has held, except during the August 2000 work stoppage,
and will continue to hold, nonthly performance review neetings
and discussions wth senior executives of Sutherland to
di scuss programm ng and system changes and staffing levels, to
revi ew changes in procedures, and to conduct joint observation
sessions to identify any training process or perfornmance
i ssues.

d) It deployed a new feature in its ordering systens that
prevents a service representative frominitiating an order
before TPV has been successfully obtained by requiring a
confirmati on code on every Verizon presubscription order for
which TPV is necessary. This code is comrunicated to the RSSC
by the third-party verifier only after TPV has been
successfully conpleted. The service order systenms will not
process such an order if it has no code or if +the code
provi ded does not conform to the encryption al gorithm
established with the third-party verifier. Any questionable
orders are inmmediately forwarded to a special group in Verizon
for investigation and resol ution.

e) All custoner service representatives and supervi sory
enpl oyees in the RSSCs were retrained on TPV requirenents and
procedures, enphasizing the legal requirenents and naking
clear that failure to conply with these requirenments was al so
a violation of the conpany's code of conduct and would result
in disciplinary action, including dismssal



f) VWere Sutherland's records indicated that an RSSC
enpl oyee had a high incidence of unverified PIC change orders,
the conmpany monitored the enployee's customer cont acts.
Consistent with the conpany's |abor practices, if any problens
were found with these representatives or other representatives
identified through randomnonitoring, the representative was
reinstructed on the required procedures. As a result of these
actions, the conpany has taken initial disciplinary action
agai nst several enployees, had °~“second discussions'' with
some of those fromthe initial group, and subsequently issued
formal warnings of potential dismssal against some enployees.
In addition, the conpany termnated one supervisor for
falsifying reports of her nonitoring activities.

g) It appointed conpliance nmnagers in each RSSC director
group to serve as the primary contact point for conpliance
i ssues, i ncl udi ng conpl i ance with t he Commi ssion's

requi renents regardi ng PIC conversions.

During its My 19, 2000 meeting wth the Bureau, Verizon
described the corrective actions taken and the schedule to be
followed with respect to further corrective actions. Veri zon
made followup visits and calls to the Bureau to update the
Conmi ssion staff on the course of the investigation and the
status of the corrective actions taken. Verizon menorialized the
i nformati on presented to the Bureau in subsequent letters.1

Terns of Settl enent

In consideration for the ternmination by the Bureau of its
i nvestigation into whet her Verizon has vi ol ated section
64.1120(a)(1)(ii) of the Conmission's rules, 47 C F.R 8§
64.1120(a)(1)(ii), pertaining to TPV record retention, and in
accordance with the ternms of this Consent Decree, Verizon agrees
to the follow ng terns.

Verizon shall make a voluntary contribution to the United States
Treasury in the total amount of $250,000 (two hundred fifty

t housand dollars). This anmount shall be paid within 30 days of
the date on which the order adopting this Consent Decree becones
final. Such contribution shall be nmade, without further protest

or recourse, by certified check, cashiers check, or noney order
drawn to the order of the Federal Conmunications Conm ssion, and
shall be mailed to the Federal Communications Conmm ssion, P.O
Box 73482, Chicago, Illinois 60673-7482.

Verizon agrees to subject its enployees and TPV contractors to
the foll owi ng oversight nmechanisnms to help insure conpliance with
PI C change rul es:

a) Upon entering into any contract with a TPV contractor and
within 30 days of the effective date of this Consent Decree
for existing TPV contracts, Verizon shall require that the TPV
contractor:

1) both at the tinme of hiring and at least twice a
year thereafter, formally train its enployees on t he
Commi ssion's rules regarding Pl C-change requests. Shoul d
those rul es and orders change, Verizon will ensure that its

TPV contractors are pronptly apprised of such changes so



that the TPV contractors can pronptly update their training
material to reflect the new rules.

2) sign an agreement with Verizon specifying that any
of the verifiers found to have engaged in practices that
viol ate section 64.1120(a)(1)(ii) of the Commi ssion's rules
shall be subject to disciplinary action, including, at a
m ni nrum  periodic tel ephonic nonitoring descri bed in
par agraph 16(b) and retraining on Conm ssion PlIC-change
rules and policies. Further, any pattern of such practices
by the contractor shall subject the contractor to pronpt
termnation of its relationship with Verizon

b) Verizon shall observe the verification activity of
the TPV contractor through regular on-site visits
and/ or telephonic nonitoring to ensure that t he
verifiers are operating in conpliance wth t he
Conmi ssion's verification and record retention rules.

c) Verizon shall perform nonthly audits of all TPV
contractors' operations conparing orders forwarded by
the Verizon representative to the verifier, and orders
actually verified by the verifier. |If this conparison
reveals that any of the wunverified orders were the
result of nonconpliance with Comm ssion rules, Verizon
agrees to further audit the verifier's operations and
i mpl enent necessary corrective measures.

While this Consent Decree is in effect, Verizon agrees to
mai ntain and nake available to the Bureau, on a quarterly basis
and within 14 days of the receipt of any specific witten request
fromthe Bureau, business records denonstrating conpliance with
the terms and provisions of this Consent Decree.

In light of the covenants and representations in this Consent
Decree, and in light of the fact that Verizon brought this matter
voluntarily to the Bureau's attention, the Bureau agrees to
termnate its investigation into possible violations of section
64.1120(a)(1)(ii) of Commission rules in connection wth the
facts specified above, wthout any finding of liability on the
part of Verizon.

Nothing in this Consent Decree shall prevent the Commission from
adj udi cating conpl aints against Verizon or its affiliates for
al | eged m sconduct regardi ng unauthorized PIC conversions or for
any other type of alleged mi sconduct regardless of when such
m sconduct took place, or frominstituting new investigations or
enf orcenent proceedi ngs against Verizon in the event of alleged
future msconduct. If such enforcenent proceeding is initiated,
Verizon's earlier conduct as set out in this Consent Decree may
be adduced, but not for the purpose of assessing nonetary
forfeitures.

This Consent Decree is for settlenment purposes only and Verizon
does not admt any liability for wviolating Conmission rules in
connection with the matters that are the subject of this Consent
Decr ee.

The Comnmi ssion expressly reserves the right to investigate and
t ake enforcenent action against Verizon if the Comr ssion staff
recei ves consuner conplaints or other information indicating that
Verizon may have viol ated section 258 of the Conmunications Act
of 1934, as amended, (Act) and the Conmi ssion rules and orders
governing PIC conversions by failing to obtain authorization to
effect the PIC changes that are the subject of this Consent
Decree. Such enforcenment action nmay include, inter alia, a
nmonetary forfeiture pursuant to Section 503(b) of the Act.

The Parties agree that any provision of the Consent Decree that



conflicts with any subsequent rule or order adopted by the
Commi ssion will be superseded by such Comm ssion rule or order.

The Parties agree that this Consent Decree shall expire twenty-
four (24) nonths fromthe rel ease date of the Order adopting this
Consent Decree. Verizon shall issue a report to the Bureau
within 60 days from the release date denbnstrating conpliance
with the terns and provisions herein.

Thi s Consent Decree nay be signed in counterparts.

For the Enforcenment Bureau, For Bell Atlantic
Communi cati ons, |nc.
Federal Communi cati ons Comm ssi on

David H. Sol onon Maur a Breen
Chi ef G oup President - Verizon
Long Di stance

Dat e Dat e

1 Letters fromMarie T. Breslin, Director Federal Regul atory,
Veri zon Communi cations, to Catherine W Seidel, Chief,

Tel ecommuni cati ons Consumers Divi sion, Enforcenment Bureau,
F.C.C., File No. EB-00-TC-053 (July 5, 2000 and August 16, 2000).



