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CASE BACKGROUND

Integrated TeleServices, Inc. (ITS), certificate number 4420,
is a provider of interexchange telecommunications service and was
certificated on May 29, 1996. Between June 13, 1996 and March 12,
1997, Consumer Affairs staff received 268 complaints against ITS
for apparent unauthorized carrier changes (slamming).

On May 5, 1997, the Commission issued Order No. PSC-97-0512-
FOF-TI ordering ITS to show cause why it should not be fined
$75,000 for apparent violations of Rule 25-24.490, Florida
Administrative Code, Customer Relations; Rules Incorporated, and
$25,000 for apparent violations of Rule 25-4.043, Florida
Administrative Code, Response to Commission Staff Inquiries. Since
the order was issued, staff has been working with the company
negotiating a settlement. On November 25, 1997, ITS filed its
proposed settlement offer (Attachment A, Page 5). This is staff’'s
recommendation to accept the proposed settlement offer.
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DISCUSSION OF ISSUES

ISSUE 1: Should the Commission accept ITS’ proposed settlement
offer and cancel certificate number 4420 in lieu of a fine as
resolution of the apparent violations of Rule 25-24.490, Florida
Administrative Code, Customer Relations; Rules Incorporated, and
Rule 25-4.043, Florida Administrative Code, Response to Commission
staff Inquiries?

RECOMMENDATION: Yes. The Commission should accept ITS's proposed
settlement offer and cancel certificate 4420 in lieu of a fine.
(Biegalski)

: The Division of Consumer Affairs received a total
of 268 complaints against ITS from June 13, 1996 until March 12,
1997. As of January 31, 1997, a total of 191 complaints concerning
unauthorized carrier charges (slamming) have been closed by the
nDivision of Consumer Affairs as rule infractions. In the majority
of the cases the customers complained that the ITS telemarketers
were misleading.

As noted in the Case Background, in Order No., PSC-97-0512-FOF-
TI, the Commission required ITS to show cause why it should not be
fined or have its certificate canceled for apparent violations of
Rule 25-24.490, Florida Administrative Code, and Rule 25-4.043,
Florida Administrative Code. On May 27, 1997, ITS filed its
response to the Commission’s show cause order and requested a
hearing pursuant to Section 120.57, Florida Statutes.

As the outcome of several discussions between staff and ITS
counsel, the company decided to surrender its certificate rather
than submit to a fine it determined it could not absorb based on
its business volume in Florida. Accordingly, the company proposed
a settlement that can be summarized as follows:

® ITS will surrender its certificate for cancellation
within 60 days of the Commission’'s order.

© ITS will take appropriate steps to resolve any
outstanding customer complaints, as well as any
future complaints that may arise.

L ITS will take appropriate steps to ensure existing
customers in Florida are not inconvenienced by its
withdrawal from the state.

@ ITS will not reapply for certification to provide
intrastate telecommunications service of any kind
prior to January 1, 2001.

® ITS, its management, nor its principals will enter
or seek to enter in any other way the Florida
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intrastate telecommunications market before January
1, 2003.

Stafr believes ITS' proposed settlement offer is reasonable
and recommends that the Commission accept it, thereby canceling
certificate 4420.

ISSUE 2: Should the Commission order all certificated interexchange
companies (IXCs) to discontinue providing interexchange
telecommunications service to ITS pursuant to Rule 25-24.4701(3),
Florida Administrative Code, if certificate number 4420 1is
canceled?

RECOMMENDATION: Yes. Pursuant to Rule 25-24.4701(3), Florida
Administrative Code, the Commission should order all certificated
interexchange companies to discontinue providing interexchange
telecommunications service to ITS if ITS' certificate is canceled
as the result of the Commission’'s action in Issue 1. (Biegalski)

: Rule 25-24.4701(3), Florida Administrative Code,
states in part:

(3) The Commission, upon making a
determination that a customer  of an
interexchange company is unlawfully reselling
or rebilling intrastate interexchange service
may issue an order that directs the customer
to cease and clesist reselling or rebilling
such service and simultaneocusly directs the
interexchange company to discontinue providing
such service to such customer and/or to cease
providing service to such customer at
additional locations within Florida, provided
that such discontinuance or limitation of
service is technically feasible within che
context of existing facilities and technology.

If ITS' certificate is canceled as the result of the
Commission’s acceptance of the company’s settlement offer in Issue
1, any intrastate interexchange service offered by ITS would be in
violation of Rule 25-24.4701(3), Florida Administrative Code.
Since the Commission cannot readily identify which IXC provides
service to ITS, the Commission should order all certificated IXCs
to discontinue service to ITS if the Commission votes to accept the
company’'s settlement offer in Issue 1.
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ISSUE 3: Should this docket be closed?

: Yes. This docket should be closed with the
approval of Issue 1 and the cancellation of certificate number 4420
within 60 days of the issuance of the Order. (Pellegrini)

STAFF _ANALYSIS: If staff’s recommendation in Issue 1 is approved,
upon cancellation of ITS' certificate, this docket may be closed.




ATTACHMENT A
DOCKET NO. 970097-T
DECEMBER 4, 1997

WIGUINS & VILLAGORTA, P.A.
ATTORANEYSE AT Law
T BT TEMMuBBRss wTREET
POAT OFFICE ORAWEN (887
TALLAMASSER. FLORIDA 322302

o

TEEemonE (ABO Edd 1wda
TELECOPiEm /AR 22 2. 04D

November 25, 1997

Mr. Charles Pellegrini

Division of Legal Services
Florida Public Service Commission
2540 Bhumard Oak Boulevard
Tallahasoee, Florida 32399-0850

Re: Docket No. 970097-T1 Proceedings againsu Ilntegrared
TeleScrvices, Inc. for violation of Rula 25-4.118, F.A.C.,
Interexchange Carrier Selcction.

Doar Mr. Peollegrini:

The purpose of this letter is to propose a settlement of the
above show cause proceeding againot Integrated TeleServices, Inc.
As such, cthis communicatinn ie priviloged and confidencial,' and
nothing hereln may be viewcd as an admission againef intercst or in
Any way used against Respondent if this diopute is not sotcled. Aw
you are aware, rhis wsecclement propooal is cthe culmination of
Jevoral discuseions with ataff and modifications to two earlier
written proposals. Vror ease of refercnce, [ am simply recasting
the original proposal as modified as che result of our
negoriations,

INTRODUCTION

The Show Cause Order alleges two basic violations by
Reopondent, elamming and failure to cimely respond to sLaff
inquiries, and further alleges that, caken togethor, Lhesa
viclations warrant finos of $75,000 and $25,000.

Given the magnitude of the potencial fines and the limiced
scope of Integrated's Florida operations, Integrated reluctancly
hao come to the conclusion that it musc surrendor i1ts cercificace
tather than bear the cost of litigating the iseues :in dispute or

' Respondent is not claiming protaction from disclosure under
the Public Records law, but rather protection against use ot chis
communicartion against ic if rthis marCer cannot be uottled.
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seLtlo this matter by Making a4 payment conoistent with the

Commission’'s omerging policy on fines. Buwod on intrastate
rovenues for ctha first qQuarcer of 1997, Integrated's annual

intrasctate revenues (nor profite) would ba far lews than amounte
pProjocted to resolve thiw Matter Lu the Commnission's sacisfaction
without surrender of the cevcificate.

BACKGROUND

Integrated began Cparactions in 1992 and for (our Yaars had an
enviablo record: it never had 8xperionced a consumer complaint of
Any kind. Then in February of 1996, [ntegraced made ite firar
foray into telemarketing of its services, which led to rhe
complaints that resulted in this docket being opened and the whow
Cause order being issuad. Although the telemarketing program was
troubled and resulted in many customer complaints, Integrated
believes that time will prove chat thig was an aberrational
oxperience and that InLegraced ies a company committed ro ethical
markecing, full regulatory compliance, and cotal customer
msatisfaction,.

A8 contoxt for thias bettlement offer, it might be useful to
recount briofly Integrated‘s telemarkecing experienco. In January
1996, Integraced acquired a “particion® of another company ‘s
"switchless rosale" arrangement with AT&T. 7o markoc this rcsale
Capacity, Integrated purchased a telemarketing firm wich axparience
0 long distance sales. in addition, Integrated opted to une
scripts suggested by ita provider, and, ol course, to use a third
Parcy verif:er to confirm maleo. Ar. Lhia poine Inregrated waas
comiortable cthat it would have no problem with slamming bocause of
the oxperience of ics Celomarketer, rhe underlying provider, and

che verifier.

Nevorcheless, based on the complaints of numorous consumers,
cthe ascript was misleading and the chird party verification was
inadequate. Although the :elnmrkating began in February of 1996,
InLegrated did not receive lts first complaint until June. Thuas,
by the time Inteagrated recognized the problem, there were already
a high voluma of complainta. Inregrated’s ramedial efforts over
the next geveral monche included che following: modifications of
the scripe; improvemance to tho walcome package oent new customers;
Cerminacing and replacing che verification company; re-pelling all
inconverted cuutomers to confirm their choice and cancelling all
canvorsion orders for those not confirmed; expanding I[ntegrated’n
service center to handle Fhe complainte and regulatory inquiries;

! Integrated’s intrastate revenues for March of 1997 ware
only $6,059.95,
7
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and ulrcimatoly terminating celemarkecing.

Unfortunactely, during those months othar problems arvse that
furcher inconvenienced consumars and undermined [Integrated’s
remedial efforta. These probloma included, for oxample, the

following:

1) Billm for April and May 1996 want out with an incorrect
addrews and service ctelaphone number for Intagrated. The
bills, which ware issuad by ACUS, contained an address
and rslephone number of the formor "partition holder*
(now dofunct) that rosided in Oakbrook 1Illinoims.
Customers who attempLed to contact Integrated at the
address or uervice number could not, and Lhoy were
justitiably angry and fruscratod. Aleo, during April and
May cthe 800 service number of Integrated’'s wholesaler did
not function properly. Consumers were unable to obtain
aseiscance through that number either.

2) Ao noted above, Integrated’'s call verification company
did not perform adequarely.

3) Provisioning was sc slow that complaintas were roceived by
consumere who had forgotren their docieion to transfer

sarvice,

4) Certain remadial efforts by Integraced were [ruatrated by
the wholesaler’'s frilure to provide an accurate database

to Integraced.

5) Tho aystem of Intograted‘'s wholemaler apparanrly
spontaneously “reinstated® certain canccled accountu,
leading to further consumer complaints.

: In sum, Integrated made a mistake in the design and
implementation of ite first telemarketing venture, and thia mimtake
inconvenienced customers. Because Integratad took pride in being
a low cost, value added provider and because it had never
experienced cuscomer complaints before, it was stunned by the
problems iL faced. Thus InLegrated attempted to respond in good
faith co Limit che damage both to consumers and to its repucacion,
but at the same cime certain developmenis beyond its control were
exacerbacing tha sictuacion.

The oxacerbating circumstances are not mencioned to excuae
integrated from its responsibilities in this matter. On the
contrary, Integrated accepts full reaponoibilicy for all regulaLory
probleme that arose as a consequence of ito telemarkecing program,
Nevertheleus, it is in_ortant for che Commiseion to undersLand chac
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the scope of the problems addrossed in thio proceeding wao nor due
to indifference or, worse, a cesigned to add customars rhrough
unpcrupulous marketing. Incegrated’'s reputation and level of
sarvice £o ite customars has alwaym beon a source of pride to the
people who work there and thio has been a dishoartening axperience

for chem.

FROPOSED RESOLUTION

In light of tha above, Integrated propomses tha following
resclucion to this dispute;

1) Integrated will wurrander its certificato for
cancellacion. I suggest that che Commission iasue a
final oxder approving thea settlement provided for
cancollation of the certificate within 60 days.

2) Integraced will take appropriate stepa to insure that ita
exiscing intrastate customera are not inconvenienced by
Integrated’s withdrawal trom the Florida markect.

3) If any consumer inguires concerning Integrated remain
open, Integratad will insure that staff has sufficient
information to close Ccthem, In addicion, Lf cthe
Commiasion receivea consumer inquiries about Integrated
in the futura, Integrated will respond fully am if ic
were atill certificated in Florida.

4) Integrated will not reapply for a cerLificaro of public
convenience and necessicy to provide intrastate
tolecommunications mervicea ct any kind before January 1,
2001. Moraeover, nalther Intaqrated, ite management, nor
ice principals will encer or soek to enter in any other
way the Florida intrastate telocommunications markeat over
which the FPlorida Public Sarvice Commiassicn has
jurisdiction before January 1, 2003.

InLegrated regrecs the problema caused for conoumers by ite
telemarketing program. Integrated alsoc regrets problems caused
atalf by delayed responses to staff inquiries. The decision to
surrender ica certificate 1s not something Integrated takes
lightly, and ie made in reaffirmance of I[ntegrated’'s ultimace
commitment cto full compliance with all applicable Commianion
rﬂ?ulntion-. Thus, we are hopeful that scaff and che Commiamion
will find thim good faich offer of sercloment acceprable and in che
public intereac.
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Plcase contact me if any additional information is rogquired.

Patrick K. Wiggain
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