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Q. PLEASE STATE YOUR NAME, AND POSITION. 

A. MY NAME IS MICHAEL R. M A M Y .  I AM CURRENTLY AN 

INSURANCE FK4UD INVESTIGATOR. I WAS PREVIOIJSLY - 
EMPLOYED BY THE OFFICE OF THE ATTORNEY GENERAL AS CHIEF 

IXVESTIGATOR. 

Q .  WHAT IS YOUR EDUCATIONAL AND PROFESSIONAL BACKGROUND? 

A. FOLLOWING MY GRADUATION FROM HIGH SCHOOL, I SERVED 

APPROXIMATELY FOUR YEARS ACTIVE DUTY IN THE UNITED 

STATES ARMY AS A HELICOPTER PILOT. I LEFT THE ARMY AT 

THE RANK OF CHIEF WARRANT OFFICER. IN 1973 I WAS 

EMPLQYED BY THE CORAL GABLES POLICE DEPARTMENT. I 

SPENT APPROXIMATELY FOUR MONTHS IN UNIFORM PATROL, 

AFTER WHICH I WAS PROMOTED TO DETECTIVE IN THE 

- 

NARCOTICS UNIT. I WORKED FOR APPROXIMATELY 

THREE-AND-A-HALF YEARS DOING UNDERCOVER NARCOTICS 

INVESTIGATIONS. I EARNED A BACHELOR'S DEGREE IN 

ENGLISH LITERATURE FROM THE UNIVERSITY OF MIAMI IN 

1976. 

IN MAY OF 1977 I WAS EMPLOYED BY THE DIVISION OF 

INSURANCE FRAUD, DEPARTMENT OF INSURANCE, STATE OF 

FLORIDA AS A SPECIAL INVESTIGATOR. I HELD THAT 

POSITION UNTIL 1979, WHEN I WAS PROMOTED TO 

INVESTIGATIVE SUPERVISOR. I CONTINUED AS INVESTIGATIVE 

-- 
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SUPERVISOR FROM 1979 TO 1962 WHEN I WAS PROMOTED TO 

CHIEF OF INVESTIGATIONS. IN 1966 I WAS PROMOTED TO 

ASSISTANT DIRECTOR OF THE DIVISION OF INSURANCE FmUD 

AND HELD THAT POSITION UNTIL 1988. IN 1988 I WAS 

EXPL9YED RY ALJSTATE INSURANCE COMPANY AS A SENIOR 

STAFF REPRESENTATIVE. 

IN AUGUST OF 1989 I WAS HIRED BY THE OFFICE OF THE 

ATTORNEY GENERAL AS A FINANCIAL INVESTIGATOR WITH THE 

RACKETEER INFLUENCED CORRUPT ORGANIZATION OR RICO 

SECTION. IN SEPTEMBER OF 1992 I WAS PROMOTED TO CHIEF 

. 

INVESTIGATOR IN THE OFFICE OF THE ATTORNEY GENEEAL. AS 

MENTIONED EARLIER, I LEFT THE OFFICE OF THE ATTORNEY 

GENERAL IN OCTOBER 1992 TO TAKE A POSITION AS A 

CRIMINAL FRAUD INVESTIGATOR WITH AN INSURANCE COMPANY. 

MY RESUME IS ATTACHED AS EXHIBIT 1 TO MY TESTIMONY. 

DURING THE COURSE OF YOUR LAW ENFORCEMENT CAREER, HAVE 

YOU EVER BEEN INVOLVED IN THE INVESTIGATION OF COMPLEX 

ORGANIZED CRIMES? 

YES, I HAVE. THE FIRST LARGE COMPLEX CASE THAT I 

INVESTIGATED WAS A MARIJUANA SMUGGLING RING. MY 

PARTNER AND I WORKED ON THIS PARTICULAR INVESTIGATION 

FOR ABOUT A YEAR. AS A RESULT OF OUR INVESTIGATION, 

FIVE KEY PEOPLE IN THE SMUGGLING RING WERE ARRESTED AND 
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CONVICTED, AND 2 3  TONS OF MARIJUANA, NUMEROUS WEAPONS, 

AND SEVERAL VEHICLES WERE S E I Z E D .  

- 
I N  A SUBSEQUENT CASE, I WAS ASSIGNED T O  THE U S  

A T T O W E Y ' S  O F F I C E  A S  LEAD ?.GENT I N  THE I N V E S T I G A T I O N  O F  

T H E  F I N A N C I A L  FAILURE O F  UNIVERSAL CASUALTY INSURANCE 

COMPANY. T H I S  INVESTIGATION LASTED APPROXIMATELY 

TWO-AND-A-HALF YEARS AND RESULTED I N  THE INDICTMENT O F  

T H E  PRESIDENT AND VICE-PRESIDENT OF T H E  COMPANY, WHO 

WERE BOTH SUBSEQUENTLY CONVICTED AND SENTENCED T O  

FEDERAL PRISON.  DURING THE UNIVERSAL INSURANCE 

I N V E S T I G A T I O N ,  AND I N  THE PREPARATION FOR T R I A L ,  WE HAD 

T O  REVIEW, ANALYZE AND DOCUMENT MORE THAN 100,000 

E X H I B I T S .  

- 

- 

AFTER I WAS EMPLOYED BY THE O F F I C E  O F  THE ATTORNEY 

GENERAL, I CONDUCTED AN INVESTIGATION O F  SOUTHERN BELL 

TELEPHONE AND TELEGRAPH COMPANY INVOLVING ITS PAY 

TELEPHONES AND IT'. THEFT $0~' ABOUT k M I L L I O N  DOLLARS I N  

COMMISSIONS FROM PRIVATE B U S I N E S S E S  AND VARIOUS 

GOVERNMENTAL AGENCIES.  THIS CASE ALSO INVOLVED THE 

REVIEW AND ANALYSIS OF THOUSANDS O F  DOCUMENTS OBTAINED 

FROM SOUTHERN BELL. ULTIMATELY A SETTLEMENT WAS 

REACHED I N  THIS CASE REQUIRING SOUTHERN BELL T O  PAY A 
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3 

TOTAL OF ALMOST $ 5  M l L L I O N  I N  R E S T I T U T I O N ,  FINES AND 

EXPENSES. 

4 Q. I S  THE SOUTHERN B E L L  PhY PHONE CASE COMPLETED NOW, AND, 

S I F  S O ,  ARE YOU ABLE TO REVEAL INFORMATION FROM THE 

6 F I L E S  I N  THAT CASE AS A RESULT O F  I T  BEING CLOSED? 

7 A. YES, THAT CASE I S  NOW CLOSED AND ITS FILES ARE NO 

a M N G E R  CLOSED T O  P U B L I C  ACCESS. 

9 
. 

1 0  Q. D I D  YOU SUBSEQUENTLY BECOME INVOLVED I N  ANY OTHER CASES 

11 

12 

- 
INVOLVING SOUTHERN BELL TELEPHONE AND TELEGRAPH 

COMPANY? 

13 A .  YES, I D I D .  A S  A RESULT O F  A WITNESS WHO CAME FORWARD 

14 I N  AUGUST O F  1990,  WE OPENED AN I N V E S T I G A T I O N  I N T O  

15 

16 

17  

18 

19 

2 0  

SOUTHERN B E L L ’ S  ALLEGED F A L S I F I C A T I O N  O F  MAINTENANCE 

RECORDS. THE MAINTENANCE RECORDS CASE HAS BEEN ONGOING 

S I N C E  THAT T I M E  AND REMAINS OPEN NOTWITHSTANDING THE 

RECENT SETTLEMENT I N  THE CASE 8ETlr’EEN SOUTHERN B E L L  AND 

THE O F F I C E  O F  THE STATEWIDE PROSECUTOR. 

2 1  Q.  I F  THE MAINTENANCE RECOXDS CASE HAS BEEN S E T T L E D  WHY 

22  DOES I T  REMAIN OPEN? 

23  A. CERTAIN P O S S I B L Y  FRAUDULENT B U S I N E S S  P R A C T I C E S  O F  

24  SOUTHERN BELL WERE INVESTIGATED BY THE TENTH STATEWIDE 

2 5  GRAND JURY.  ACCORDING T O  THE FINAL REPORT O F  THE TENTH 
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STATEWIDE GRAND JURY, WHICH WAS ISSUED SEPTEMBER, 1992, 

AND A COPY OF WHICH IS ATTACHED TO MY TESTIMONY AS 

EXHIBIT 2, THE PRIMARY FOCUS OF THE GRAND JURY'S - 
INVESTIGATION OF SOUTHERN BELL'S ALLEGED MISCONDUCT 

INVOLVED FOIJR MAJOR CATEGORIES: 

(1) THE INTENTIONAL OVERBILLING OF CUSTOMERS GENERATED 

BY THE FRAUDULENT "SALE" OF OPTIONAL SERVICES BY 

COMPANY EMPLOYEES WHOSE PRIMARY RESPONSIBILITY WAS 

SUPPOSED TO HAVE BEEN THE INSTALLATION AND REPAIR OF 
. 

TELEPHONES ; 

( 2 )  

OWED FOR ALLEGEDLY UNINTENTIONAL CUSTOMER OVERBILLINGS 

DISCOVERED DURING THE COMPANY'S ANALYSIS OF SOME OF ITS 

BILLING RECORDS; 

( 3 )  THE INTENTIONAL FAILURE TO PAY REQUIRED REBATES TO 

COMPENSATE CUSTOMERS WHO INFORMED THE COMPANY THAT 

THEIR TELEPHONE WAS OUT OF SERVICE; AND 

( 4 )  THE INTENTIONAL FAILURE TO PROPERLY REDORT TROUBLE 

AND REPAIR INFOWW~LON TO THE PUBLIC SERVICE 

COMMISSION. 

AS REFLECTED IN THE STATEIV'IDE GRAND JURY'S FINAL 

REPORT, ITS LEGAL ADVISOR, THE STATEWIDE PROSECUTOR, 

NEGOTIATED A SETTLEMENT AGREEMENT WITH SOUTHERN BELL, 

WHICH, AMONG OTHER THINGS, PROVIDES: 

(1) COMPLETE RESTITUTION TO AFFECTED CUSTOMERS; 

THE INTENTIONAL FAILURE TO PAY THE FULL AMCUNT 
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(2) SOUTHERN BELL'S CONTINUED COOPERATION WITH THE 

STATE IN FURTHER INVESTIGATIONS: 

1 3 )  REVTSED BILLING PRACTICES, FRAUD PREVENTION - 
PROCEDURES AND ETHICS TRAINING: 

( 4 )  3 THXEE-YEAR RFVIEW PERIOD, INCISJDING PERIODIC 

AUDITS AND COMPLIANCE MONITORING: 

(5) SOUTHERN BELL FUNDING OF THE REVIEW PROGRAMS, 

AUDITS, AND MONITORING; AND . 
(6) A PROHIBITION AGAINST INCLUDING ANY COSTS 

ASSOCIATED WITH THE AGREEMENT IN THE RATE BASE OF THE 

CUSTOMERS. 

THE INVESTIGATION REMAINS OPEN BECAUSE SOUTHERN BELL 

HAS AGREED, AS PART OF THE SETTLEMENT, TO BE PLACED 

UNDER CONDITIONS SIMILAR TO PROBATION FOR A PERIOD OF 

THREE YEARS. DURING THIS THREE-YEAR PERIOD, SOUTHERN 

BELL COULD BE CHARGED WITH CRIMES RELATED TO THE 

INVESTIGATION IF IT MATERIALLY VIOLATES THE AGREEMENT. 

ADDITIONALLY, THE SETTLEMENT AGREEMENT DOES NOT 

PRECLUDE INVESTIGATING AND ASSERTINti CRIMINAL LIABILITY 

AGAINST INDIVIDUAL EMPLOYEES OF SOUTHERN BELL FOR THEIR 

- 

ACTIONS IN CONNECTION WITH THE ABUSES DISCLOSED IN THIS 

CASE. SINCE WE DO NOT KNOW WHAT IS GOING TO HAPPEN 

DURING THE NEXT THREE YEARS WITH RESPECT TO THE 

CORPORATION AND BECAUSE INDIVIDUAL EMPIAYEES MAY STILL 

BE UNDER CRIMINAL INVESTIGATION, THE CASE MUST REMAIN 

- 7 -  
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Q- 

A. 

Q. 

A. 

Q- 

A. 

OPEN AND THE RECOADS IN THE CASE MUST REMAIN SEALED IF 

THEIR DISCLOSURE WOULD IN ANY XAY COMPROMISE THE 

CONTINUING INVESTIGATION. 

DOES THE CONTINUING INVESTIGATION LIMIT YOUR ABILITY TO 

TESTIFY IN THIS DOCKET? 

YES. BECAUSE THE INVESTIGATION IS CONTINUING AND 

BECAUSE ITS RECORDS REMAIN CLOSED, MY TESTIMONY WILL 

ONLY FOCUS ON THOSE THINGS SOUTHERN BELL IS ALREADY 

AWARE OF OR THOSE DOCUMENTS IT HAS ALREADY PROVIDED IN 

. 

CONNECTION WITH THE INVESTIGATION. I WILL DISCI~SS THE 

STATEMENTS OF MANAGERS OF SOUTHERN BELL DURING MY 

TESTIMONY, AND -I WILL DISCUSS DOCUMENTARY EVIDENCE 

VOLUNTARILY PRODUCED BY SOUTHERN BELL THAT TENDS TO 

CORROBORATE THE SWORN STATEMENTS TAKEN FROM WITNESSES 

DURING THE COURSE OF THIS INVESTIGATION. 

DO YOU UNDERSTAND THAT ANY INFORMATION THAT YOU FIRST 

BECAME AWARE OF AFTER IT WAS PRESENTED TO THE GRAND 

JURY CANNOT BE REVEALED HERZ OR AXYiv’HERE ELSE? 

YES, I DO. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

IN ITS ADVISORY OPINION OF THE TENTH STATEWIDE GRAND 

JURY, A COPY OF WHICH IS ATTACHED TO MY TESTIMONY AS 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0  

21 

22 

23 

24 

25  

E X H I B I T  3, THE GRAND JURY "DETERMINED THAT SOUTHERN 

BELL CREATED, PROMOTED, AND SUSTAINED AN ATMOSPHERE 

THAT SERVED TO FOSTER AND REWARD CERTAIN FRAUDULENT 

P R A C T I C E S . "  I N  THE FACE O F  EVIDENCE O F  CERTAIN O F  

SOUTIIERN S E L L ' S  A C T I V I T I E S ,  THE C-RF-ND .JURY CLVE TO 

" B E L I E V E  THAT THE COMPANY COUNTENANCED THE CONCEPTION 

O F  A CULTURE THAT ALLOWED CORPORATE EXECUTIVES T O  LQOK 

THE OTHER WAY WHEN THE S P E C T E R  O F  CONSUMER FRAUD STARED 

THEM I N  THE FACE. "NOTWITHSTANDING THESE CONCLUSIONS, 

THE GRAND J U R Y  FOUND THAT THE IMMEDIATE P O S I T I V E  IMPACT 

O F  THE SETTLEMENT EXCEEDED THE B E S T  RESULTS L I K E L Y  T O  

BE OBTAINED FROM PROTRACTED CRIMINAL L I T I G A T I O N  AND 

RECOMMENDED THE STATEWIDE PROSECUTOR ENTER I N T O  THE 

SETTLEMENT WITH SOUTHERN BELL. THE STATEWIDE GRAND 

JURY NOTED, HOWEVER, AT PAGE 2 O F  ITS F I N A L  R E P O R T ,  

THAT T H I S  COMMISSION'S PRIMARY J U R I S D I C T I O N  RESULTED I N  

SOUTHERN BELL MERELY BEING REQUIRED BY THE SETTLEMENT 

AGREEMENT TO .mKE R E S T I T U T I O N  TO ITS AGGRIEVED 

CUSTOMZRS AND THAT A N Y  PENALTY €OR ITS ALLEGED F A L S E  

R E P A I R  IJAINTENANCE REPORTS WOULD HAVE TO COME FROM T H I S  

. 

- 

COMMISSION. S P E C I F I C A L L Y ,  THE GZAND JURY CONCLUDED: 

I N  CLOSING,  I T  MUST BE NOTED THAT THE PROPOSED 

SETTLEMENT AGREEMENT DOES NOT CONTAIN ANY 

"PUNISHMENT", PER S E ,  OF THE COMPANY FOR I T S  
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ALLEGED FAILURE TO PROPERLY REPORT TO THE P U B L I C  

S E R V I C E  COMMISSION h C T U h L  R E P A I R  T I M E  €OR 

RESTORATION Of TELEPEONE S E R V I C E  T O  CUSTOMERS 

WHOSE TELEPHONES WERE OUT O F  S E R V I C E .  T H I S  I S S U E  

WAS RAISED I N  C)GR I N V E S T I G A T I O N ,  RUT WE h 1 V E  BEEN 

ADVISED THAT THE U N I T E D  STATES SUPREME COURT'S 

RULING H . J . .  I N C . .  E T  A L  V.  NORTHWESTERN B E L L  

TELEPHONE COMPANY, 112 S. CT. 2306 ( 1 9 9 2 ) ,  CASTS 

DOUBT ON OUR A B I L I T Y ,  OR THE A B I L I T Y  O F  THE 

CRIMINAL COURTS. TO DIRECTLY SANCTION THE COMPANY 

€OR SUCH CONDUCT, I F  I T  I N  FACT OCCURRED. WE 

S P E C I F I C A L L Y  NOTE, HOWEVER, THAT THE FLQRIDA 

P U B L I C  S E R V I C E  COMMISSION HAS BOTH THE 

J U R I S D I C T I O N  AND CONCOMITANT D I S C R E T I O N  TO I M P O S E  

SEVERE MONETARY P E N A L T I E S  ON THE COMPANY I F  I T  

F I N D S  THAT THE COMPANY HAS F A L S I F I E D  REPORTS 

REQUIRED BY PSC RULES. WE THEREFORE STRONGLY 

RECOMMEND THAT THE P U B L I C  S E R V I C E  COMMISSION, I N  

. 

- 

CONJUNCTION WITH ITS PUBLICLY MANDATED 

R E S P O N S I B I L I T Y ,  I N V E S T I G A T E  T H I S  MATTER, E X E R C I S E  

ITS PENAL AUTHORITY, AND TAKE I N T O  CONSIDERATION 

THIS P O S S I B L E  FRAUDULENT CONDUCT ON THE PART O F  

THE COMPANY I N  DETERMINING AN APPROPRIATE RATE O F  

RETURN. 

- -  

- l o  - 
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THE PURPOSE O F  MY TESTIMONY IS TO A S S I S T  THE COMMISSION 

I N  INVESTIGATING AND UNDERSTANDING THE ALLEGATIONS 

CCINCEIUJING SC!UTHE?,hl B E L L ' S  F h L S I F I C A T S O N  O F  MAINTENANCE 

RECORDS BY SUGGESTING AREAS OF P E R T I N E N T  INQUIRY AND 

2 I N P C I N T I N G  COCVKENTS THEY %'='I WISH T O  REQUEST A N 3  

ANALYZE. I N  SHORT, I WILL D E S C R I B E  A NUMBER O F  T H E  

FRAUDULENT SCHEMES SOUTHERN BELL EMPLOYEES U T I L I Z E D  TO 

INTENTIONALLY OVERSTATE T H E I R  COMPANY'S COMPLIANCE WITH 

HIGHLY IMPORTANT P S C  QUALITY O F  S E R V I C E  INDICATORS,  

WHILE SIMULTANEOUSLY DEPRIVING TELEPHONE CUSTOMERS O F  

MONETARY REBATES THEY WERE E N T I T L E D  T O  PURSUANT T O  P S C  

. 

- 
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I WILL TESTIFY TO THE APPARENT WIDESPREAD GEOGRAPHIC 

SCOPE O F  THESE FRAUDULENT A C T I V I T I E S  W I T H I N  SOUTHERN 

BELL,  A S  WELL AS TO ITS APPARENT I N C E N T I V E S  FOR 

COMMITTING THEM, AND SOUTHERN B E L L  MANAGEMENT'S 

INEXPLICABLY LAX SECURITY SYSTEM W H I C 3  F A I L E D  T O  FERRET 

OUT AND STO? THE FKXID.  i2'ITE R E S P E C T  TO MANAGEMENT'S 

ROLE I N  THE FRAUDULENT A C T I V I T I E S ,  lE TESTIMONY WILL 

SHOW THAT HIGH-LEVEL SOUTHERN B E L L  MP-NAGEMENT KNEW O F  

AND COUNTENANCED THE FRAUDULENT A C T I V I T I E S  AND WILL 

REFUTE SOUTHERN B E L L ' S  P U B L I C  A S S E R T I O N S  THAT THE FRAUD 

WAS THE RESULT O F  ONLY A FEW "BAD A P P L E S "  WHO HAVE 

S I N C E  BEEN D I S M I S S E D .  
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LASTLY, 

S E R V I C E  TECHNICIANS FRAUDULENTLY ORDERED OPTIONAL 

TELEPHONE S E X V I C E S  FOR CGST@l"!.ERS, WHO WERE SUBSEQUENTLY 

B I L L E D  FOR THESE S E R V I C E S ,  WITHOUT OBTAINING T H E I R  

CONSENT, CfTEN THROUSH T€!E CPEIUiTIOf! OF SO-CALLEI? 

MY TESTIMONY WILL DISCLOSE HOW SOUTHERN BELL 

"BOILER ROOMS", HOW SOUTHERN BELL MANAGEMENT'S 

"INCENTIVES" ENCOURAGED SUCH FRAUD, AND HOW sucn SALES 

A C T I V I T I E S  BY R E P A I R  AND INSTALLATION PERSONNEL 

NECESSARILY DEGRADED R E P A I R  AND INSTALLATION 

A C T I V I T I E S ,  WHILE SIMULTANEOUSLY MISSTATING THE 

ALLOCATION OF S E R V I C E  TECHNICIAN TIME BETWEEN REGULATED 

. 

- 
AND NON-REGULATED A C T I V I T I E S .  

- -  

CAN YOU PROVIDE US WITH A CHRONOLOGICAL SUMMARY O F  YOUR 

INVESTIGATION THAT PLACES A S P E C I A L  EMPHASIS ON YOUR 

F I N D I N G S  CONCERNING ALLEGATIONS O F  F A L S I F I C A T I O N  O F  

R E P A I R  RECORDS? 

YES. TO DO S O ,  I HAVE PREPARED A CHRONOLOGICAL GRAPH 

DEPICTING THE DATES O F  KEY EVZNTS DISCLOSED DURING THE 

COURSE O F  OUR INVESTIGATION.  T H I S  GRAPH I S  ATTACHED TO 

MY TESTIMONY AS E X H I B I T  4 .  T E E  T O P  ENTRY ON E X H I B I T  4 

REFLECTS THE DATE O F  THE P S C  ORDER ENTERED A S  A RESULT 

OF SOUTHERN B E L L ' S  LAST .PATE CASE I N  1983. THE NEXT 

ENTRY I N  1985 I S  IMPORTANT BECAUSE I T  DEMONSTRATES THE 

LENGTHY T I M E  SPAN Of T H I S  FRAUD AND AN APPARENT M I S S E D  

- 1 2  - 
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OPPORTUNITY ON THE PART O F  THIS COMMISSION T O  CATCH THE 

FRAUD AND END IT .  

AXTHUR i!. T I F F O R D ,  WHO ?;A2 AN ATTOXNEY ACTING ON BEHALF 

O F  A SOUTHERN BELL EMPLOYEE NAMED FRANK F A L S E T T I ,  

MAhCi 5, 1985, WZGTE TEE UNITED S T A T E S  ATTORNEY'S 

O F F I C E  AND THE FEDERAL BUREAU O F  I N V E S T I G A T I O N  

"CONCERNING A VERY S E R I O U S ,  WIDE-RANGE FRAUD WHICH VERY 

AS YAY BE SEEN FROM E X H I B I T  5 ,  

ON 

( " F B I " )  

WELL MIGHT EFFECT THE UNITED S T A T E S  GOVERNMENT S E R V I C E S  

SUBSCRIBED FROM SOUTHERN BELL TELEPHONE COMPANY, AND 

D E F I N I T E L Y  CONCERNS THE WIDE-RANGE O F  THE CONSUMING 

P U B L I C  O F  THE SAME SERVICES".  A S  REFLECTED BY 

COMPOSITE E X H I B I T  6 ,  MR. T I F F O R D  SPOKE T O  AN F B I  AGENT 

REGARDING SOUTHERN B E L L ' S  " F A I L U R E  T O  ' C R E D I T  BACK' _ -  

COSTS O F  TROUBLED CALLS AND TROUBLED LINES, T O  

CUSTOMERS". THE LETTERS ALSO R E F L E C T  THAT T I F F O R D  

CLAIMED H I S  C L I E N T  ( F A L S E T T I )  HAD DOCUMENTARY AND 

COMPUTER PRINTOUTS INDICATING SOUTHERN B E L L ' S  

V I O I . & T I O N S .  HOWEVER, .lS SHOWN BY E X H I B I T  6 THE F B I  

SUGGESTED THAT THE Z?lFC?JlATION SHOULD BE REFERRED TO 

THE FEDERAL COMMUNICATI3NS COMMISSION ( "FCC")  ~ 

- 

- 

AS SHOWN BY E X H I B I T  7 ,  XR. T I F F O R D  FILED A FORMAL 

COMPLAINT REGARDING F A L S E T T I ' S  ALLEGATIONS WITH THE FCC 

ON MAY 15, 1985, W E R E  I T  LANGUISHED UNTIL DECEMBER 5 ,  

1986 ( E X H I B I T  8) WHEN "YE FCC DETERMINED I T  H A D  NO 
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AS REFLECTED BY EXHIBIT 9, MR. ALAN TAYLOR OF THE PSC 

STAFF APPARENTLY MET WIT€! XR. TIFFORD ON FEBRUARY 2, 

1987 TO DISCUSS FALSETTI'S ALLEGATIONS. AS REFLECTED 

BY TAYLOR'S LETTER, THE STAFF APPARENTLY WAS NOT FULLY 

FAMILIAR WITH SOUTHERN BELL'S NEW COMPUTERIZED RECORDS 

SYSTEM AND REQUIRED A "TUTORIAL" FROM SOUTHERN BELL ON 
. 

THE SYSTEM BEFORE BEING ABLE TO ADDRESS FALSETTI'S - 
ALLEGATIONS IN THE PSC STAFF'S NEXT EVALUATION OF 

SOUTHERN BELL. DESPITE FALSETTI'S RATHER SPECIFIC 

ALLEGATIONS, I AM NOT AWARE OF ANY EVIDENCE THAT THE 

PSC STAFF EFFECTIVELY PURSUED THE ALLEGATIONS WHEN THE 

PSC BECAME AWARE OF THEM IN LATE-1986. 

WHAT QUALITY OF SERVICE REGULATIONS WAS FALSETTI 

REFERRING TO AND WHP.T WAS THEIR SIGNIFICANCE? 

THE REGULATION IS RULE 25-4.070(3), F.A.C., WHICH 

REQUIRES FLORIDA TELEPHO!iE COMPANIES TO RETURN TO 

SERVICE WITHIN 24 HOURS AT LEAST 05% OF ALL CUSTOMER 

TELEPHONES REPORTED OUT-OF-SERVICE. 

ACCORDING TO RULE 25-4.070(1)(B), F.A.C., TELEPHONE 

COMPANIES ARE TO GIVE CUSTOMERS A PRO RATA CREDIT ON 

THEIR BILL FOR EACH DAY THEIR TELEPHONE IS OUT-OF- 

- -  
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S E R V I C E .  THE S P E C I F I C  LANGUAGE O F  THESE RULES I S  

CONTAINED I N  E X H I B I T  10  TO M Y  TESTIMONY. 

HOW S I G N I F I C A N T  WAS THE FAILURE T O  PAY C R E D I T S  

ASSOCIATED WITH OUT-OF-SERVICE TELEPHONES? 

THE DAILY PRO RATA CREDIT,  DEPENDING UPON THE S E R V I C E  

ZONE, WAS I N  THE 30 CENT RANGE, BUT, M U L T I P L I E D  TIMES A 

NUMBER O F  DAYS AND THOUSANDS O F  CUSTOMERS, THE MONETARY 

AMOUNT WAS NOT I N S I G N I F I C A N T .  HOWEVER, I T  APPEARS THAT 

THE PRIMARY MOTIVATION FOR FRAUDULENTLY REPORTING 

R E P A I R  RECORDS WAS NOT TO SAVE MONEY, BUT T O  MAKE THE 

PSC THINK SOUTHERN BELL WAS MEETING THE PSC-MANDATED 

QUALITY O F  S E R V I C E  STANDARDS. 

- 

- 

WHAT I S  YOUR B A S I S  FOR CONCLUDING T H I S  WAS A PRIMARY 

MOTIVATION FOR THE FRAUDULENT R E P A I R  RECORDS? 

FIRST,  I HAVE REVIEWED P S C  TELEPHONE RATE ORDERS 

I N D I C A T I N G  THAT THE P S C  HAS HISTORICALLY VIEWED 

COMPLIANCE W I T H  ITS MANDATORY QUALITY O F  S E R V I C E  

REQUIREMENTS AS E S S E N T I A L  P R E R E Q U I S I T E S  THAT A COMPANY 

WAS PROVIDING THE MINIMALLY ACCEPTABLE QUALITY O F  

S E R V I C E  DEMANDED BY THE STATUTES I N  RETURN FOR 

POSSESSING A MONOPOLY EXCHANGE. SECOND, I HAVE BEEN 

TOLD BY A NUMBER O F  I N D I V I D U A L S  FAMILIAR WITH THE 

U T I L I T Y  REGULATORY PROCESS THAT COMPLIANCE WITH THE 
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QUALITY O F  S E R V I C E  STANDARDS IS VIEWED A S  ESSEWTIAL I F  

A COMPANY I S  TO RECEIVE A RESPECTABLE RETURN ON ITS 

EQUITY IWVESTMENT FRO# THE COY3lISSION. LASTLY, AVD 

MOST IMPORTANTLY FROM THE P E R S P E C T I V E  O F  MOTIVE €OR 

C 3 N E I T T I N G  TYE FPAVD, I S  THT FACT THAT SOUTHERN BELL 

ENDLESSLY REMINDED ITS MANAGERS AND CRAFT WORKERS THAT 

I T S  P R O F I T S  AND T H E I R  S A L A R I E S ,  WAGES AND POTENTIAL 

BONUSES AND R A I S E S  WERE INEXORABLY T I E D  TO THE 

COMPANY'S A B I L I T Y  TO MEET OR EXCEED THE P S C ' S  C R I T E R I A .  
. 

- 
HOW MUCH EMPHASIS WAS PLACED ON ACHIEVING THAT 

O B J E C T I V E ?  

IT WAS A VERY, VERY .HIGH PRIORITY FOR ALL THE 

MAINTENANCE PEOPLE THAT I ' V E  SPOKEN WITH.  HOWEVER, 

THE P R I O R I T Y  WAS NOT NECESSARILY ON ACTUALLY 

ACCOMPLISHING THE GOALS, BUT, RATHER, ON MAKING SURE 

THAT WHAT WAS REPORTED T O  THE P U B L I C  S E R V I C E  COMMISSION 

INDICATED SOUTHERN BELL HAD ACCOMPLISHED THOSE GOALS. 

WHY t?AS R E 3 0 2 T I N G  TEE ACCOMPLISHMENT OF THAT GOAL SO 

IMPORTANT? 

MEETING PSC QUALITY OF S E R V I C E  REQUIREMENTS WAS 

APPARENTLY ALWAYS IMPORTANT TO MANAGEMENT AND THAT FACT 

WAS STRESSED TO EMPLOYEES: HOWEVER, THIS GOAL APPEARED 

T O  ACQUIRE EVEN GREATER IMPORTANCE TO MANAGEMENT AND 

- 16 - 
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EMPLOYEES I N  NOVEMBER OF 1966 WHEN THE PSC -APPhOVEI) k 

UNIQUE FOWL O F  REGULATION FOR SOUTHERN BELL O F F E R I N G  I T  

MONETARY OR ECONOMIC I N C E N T I V E S  I N  RETURN FOR OPEqATING 

MORE E F F I C I E N T L Y .  

HOW DO YOU UNDERSTAND THAT THIS NEW FORM O F  REGULATION 

WAS DIFFERENT FROM TRADITIONAL UTILITY REGULATION? 

B R I E F L Y ,  I HAVE BEEN TOLD THAT TRADITIONAL REGULATION 

OFFERED A UTILITY AN OPPORTUNITY T O  EARN A REASONABLE 

P R O F I T  LEVEL WITH LITTLE REGARD TO WHETHER I T  WAS 

. 

OPERATING EFFICIENTLY OR NOT. IN CONTRAST TO THIS, IT 

WAS EXPLAINED TO ME THAT I N C E N T I V E  REGULATION GAVE 

SOUTHERN BELL AN OPPORTUNITY T O  KEEP A PORTION O F  

P R O F I T S  ABOVE WHAT HAD TRADITIONALLY BEEN CONSIDERED 

"REASONABLE" I N  EXCHANGE FOR OPERATING MORE 

E F F I C I E N T L Y .  I N  SHORT, I UNDERSTAND I T  T O  MEAN THAT I F  

SOUTHERN BELL COULD PROVIDE THE SAME OR A HIGHER LEVEL 

O F  TELEPHONE S E R V I C E S  WITH LOWER OPEPATING E X P E N S E S ,  I T  

COULD KEEP h PORTION OF THE SAVINGS FOR I T S  E F F O R T S .  

A S  A RESULT OF INCENTIVE REGULATION, MANAGERS AT 

SOUTHERN BELL CAME TO B E L I E V Z  EVZN KORE STRONGLY THAT 

T H E I R  FAILURE T O  MEET THOSE GOALS, THOSE O B J E C T I V E S ,  

COULD RESULT I N  SOUTHERN BELL R E C E I V I N G  FEWER P R O F I T S ,  

WHICH COULD, I N  TURN, AFFECT THE!.! PERSONALLY. 

- 17 - 
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Q. YO'J Pl?EVIC!JSLY INDICATED THAT SOUTSERIJ B E L S  PLACSD 

EMPHASIS ON REPORTING SUCCESSFUL COMPLIANCE WITH THE 

P S C ' S  S E R V I C E  O B J E C T I V E S  VERSUS ACTUALLY COMPLYING WITH 

THOSE O B J E C T I V E S .  WHAT B A S I S  DO YOU HAVE FOR SAYING 

THAT? 
. 

A. B E S I D E S  THE COMMENTS I J U S T  RELATED, 

T H I S ,  I N  

MY OPINION,WAS 0. CLEAR MESSAGE TO THE LOW-LEVEL 

MANAGERS, THAT THE EMPHASIS THEN WAS THAT, NO MATTER 

WHAT HAPPENED I N  THE F I E L D ,  THE PHONES WERE TO BE 

REPORTED AS BEING F I X E D  W I T H I N  2 4  HOURS EVEN I F  THEY 

WERE, I N  FACT, NOT. 

- 12 - 



1 Q. B E S I D E S ' T H E  STATEMENTS OF SOUTHERN BELL EMPLOYEES, WHAT 

2 EVIDENCE D I D  YOU F I N D  TO SUPPORT YOUR CONCLUSION THAT 

-4 SC)UTHER."I !?ELL REP.a.IR RECORDS WERE FPPUDIJLENTLY 

4 RE PORTED? 
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WOULD YOU PLEASE DESCRIBE THE METHODS SOUTHERN B E L L  

PERSONNEL U T I L I Z E D  I N  FFAUDULENTLY REPORTING R E P A I R  

INFORMATION? 

YES, BUT BEFORE I BEGIN I T  MIGHT BE H E L P F U L  TO 

UNDERSTAND THE TWO B A S I C  CATEGORIES O F  FRAUDULENT 

A C T I V I T I E S  THAT WERE U T I L I Z E D  TO OBTAIN THE 95% 

COMPLIANCE LEVEL. E X H I B I T  11 TO MY T E S T I F O N Y  D E P I C T S  h 

S I M P L E  FFSCTION THIiT TRANSLATES T O  3. PERCEXTAGE. THE 

NUMERATOR REFLECTS THE NUMBER O F  REPORTED OUT-O€- 

S E R V I C E  TELEPHONES T H A T  WERE SUCCESSFULLY REPAIRED 

W I T H I N  2 4  HOURS O F  BEING REPORTED, WHILE THE 

DENOMINATOR REFLECTS THE TOTAL NUMBER O F  TELEPHONES 

REPORTED OUT-OF-SERVICE DURING THE P E R I O D  BEING 

CONSIDERED. A S S U M I N G  A F I X E D  DENOMINATOR. OR NUMBER O F  



TELEPHONES REPORTED OUT-OF-SEXVICE, THE ONLY WAY T O  

"CORRECT" A D E F I C I E N T  R E P A I R  PERCENTAGE RATE I S  T O  TAKE 

STEPS T O  INCREASE THE NUMERATOR S U F F I C I E N T L Y  TO P U L L  

T H E  PERCENTAGE RATE TO OR ABOVE 95%.  4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

1 4  

15 

16 

17 

18 

19 Q.  WHAT D I D  YOU NEXT DISCOVE.". ?EAT ADVERSELY AFFECTED 

2 0  TELEPHONE R E P A I R  OPZRATIOXS? 

2 1  A. I N  SEPTEMBER OF 1987 SOUTHE.".?: B E L L  IMPLEMENTED A 

2 2  PROGFAM TO SELL OPTIONAL S Z E V I C E S ,  SUCH AS CALL 

23 W A I T I N G ,  CALL FORWARDING, S P E E D  D I A L I N G ,  AND THOSE 

2 4  TYPES O F  S E R V I C E S .  T H E S E  S E R V I C E S  WERE BEING SOLD, NOT 

2 5  ONLY BY THE CUSTOMER S E R V I C E  REPRESENTATIVES,  WHO WOULD 

THIS "BUILDING T H E  BASE" FRAUD M I N I M I Z E D  THE 

I M P A C T  O F  T H E  UNTIMELY R E P A I R S  AND, ACCORDINGLY, 

INCREASED T H E  REPORTED PERCENTAGE RATE. SOUTHERN BELL 

PERSONNEL HAD A NUMBER O F  FRAUDULENT METHODS FOR 

" B U I L D I N G  T H E  BASE".  
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NORMALLY OFFER AND TAKE ORDERS €OR SUCH S E R V I C E S  I N  

T H E I R  J O B S  AT SOUTHERN B E L L ' S  BUSINESS O F F I C E S ,  BUT 

ALSO, BY SERVICE TECHNTCIFNS WHOSE N3PKhI. J O B  - 
R E S P O N S I B I L I T I E S  CENTERED ON INSTALLING AND REPAIRING 

TELEPHONE EQTJIPKENT I N  T!iE F I E L D .  

-.*- 

Q. HOW WERE THE S E R V I C E  TECHNICIANS SUPPOSED TO ENGAGE I N  

S E L L I N G  OPTIONAL TELEPHONE S E R V I C E S  I F  T H E I R  PRIMARY 

J O B S  WERE TO I N S T A L L  AND R E P A I R  EQUIPMENT I N . T H E  FIELD? 
. 

- 
A. I T  APPEARS THAT THE PUBLICLY ACKNOWLEDGED AND CONDONED 

METHOD WAS FOR ALL S E R V I C E  TECHNICIANS TO ATTEMPT TO 

S E L L  OPTIONAL S E R V I C E S  TO SOUTHERN BELL CUSTOMERS 

DURING THE COURSE O F  R E P A I R  OR INSTALLATION A C T I V I T I E S .  

ADDITIONALLY, S E R V I C E  TECHNICIANS WERE ENCOURAGED TO 

S E L L  OPTIONAL S E R V I C E S  TO F R I E N D S  AND NEIGHBORS ON 

T H E I R  OWN TIME WHEN AWAY FROM THE J O B .  I N  FACT, WE 

LEARNED THROUGH OUR I N V E S T I G A T I O N ,  THAT NOT ONLY WERE 

S E R V I C E  TECHNICIANS SELLING THESE S E R V I C E S  WHILE I N  THE 

F I E L D ,  THEY WERE ACTUALLY F O W I N G  BOILER ROOM TYPE 

OPERATIONS AND SOMETIMES SPENDING AS MUCH A S  A FULL 

EIGHT-HOUR SHIFT DOING NOTHING BUT TELEMARKETING, 

MAKING PHONE CALLS TO CUSTOMER AFTER CUSTOMER AFTER 

CUSTOMER I N  ORDER TO S E L L  OPTIONAL S E R V I C E S .  
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WERE YOU EVER ABLE TO ASCERTAIN WHETHER THE SERVICE 

TECHNICIANS' LABOR COSTS WERE BEING ALLOCATED TO THESE 

SO-CALLED BCILZR RCSX OPEFATIOXS OR IMPROPERLY T9- 

REPAIR AND INSTALLATION FIELD OPERATIONS? 

I ASKED THAT QUESTION OF A XUKBER OF IGNAGERS F2.OZ.I 

SOUTHERN BELL. THE MAJORITY OF THEM RESPONDED THAT 

THEY DID NOT KNOW WHAT, IF ANY, CODE WAS USED TO 

IDENTIFY THE TIME THAT SERVICE TECHNICIANS WERE DOING 

SALES WORK. MANY, HOWEVER, BELIEVED THAT THE TIME HAD 

BEEN REPORTED AS TIME SPENT ON THE MAINTENANCE OF 

TELEPHONES. 

. 

- 

WHAT'S THE SIGNIFICANCE OF SERVICE TECHNICIANS 

PERFORMING SALES FUNCTIONS? WAS THAT A DEPARTURE FROM 

THE PRIOR PRACTICE? 

- 2 2  - 



1 A. YES. SOUTHERN BELL'S OPTIONAL SERVICES WERE NORMALLY 

2 SOLD BY CRAFT PEOPLE WHOSE TITLE IS "CUSTOMER SERVICE 

3 REPRESENTATIVES". AS I MENTIONED A MOMENT AGO, THESE 

4 INDIVIDUALS WORK IN BUSINESS OFFICES AND ARE TRAINED TO 

5 DEAL WITH CVSTOMERS OVER THE TELEPHONE. T. BELIEVE THAT 

6 THE THEORY BEHIND THE SALES PROGRAE- AND USING SERVICE 

7 TECHNICIANS WAS THAT EVERY TIME A SERVICE TECHNICIAN 
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COMES IN CONTACT WITH A CUSTOMER, THEY SHOULD USE THAT 

OPPORTUNITY TO SELL OR TO OFFER OPTIONAL SERVICES. IN 

THEORY, THAT'S PROBABLY A GOOD, SOUND MARKETING 

. 

PRACTICE ON THE PART OF ANY COMPANY; BUT IN ACTUALITY, 
IN REALITY, THE PRACTICE WAS ABUSED BY SOUTHERN BELL. 

INSTEAD OF JUST OFFERING A SERVICE, THEY ACTUALLY 

CREATED THESE BOILER ROOMS WITH HIGH PRESSURE SALES 

TACTICS AND PUT SO MUCH PRESSURE ON THE SERVICE 

TECHNICIANS TO SELL TO ACHIEVE GOALS THAT MANY OF THEM 

FELT THEY HAD TO FALSIFY THEIR SALES IN ORDER TO KEEP 

THEIR J O B S .  AND BY FALSIFYING THEIR SALES, WHAT I MEAN 

IS THAT THERE WERE MANY INSTANCES WHERE SERVICE 

TECHNICIANS, WHO WERE ENABLE TO LEGITIMATELY SELL THESE 

OPTIONAL SERVICES, WOULD SIMPLY TAKE A LIST OF 

SUBSCRIBERS, SOUTHERN BELL SUBSCRIBERS, AND GO DOWN THE 

LIST AND ADD ON AN OPTIONAL SERVICE TO EACH ONE OF THE 

SUBSCRIBERS WITHOUT THEIR KNOWLEDGE AND WITHOUT THEIR 

CONSENT. 

- 2 3  - 
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I S E E .  TO YOUR KNOKLEDGE, D I D  THE EXISTENCE O F  THESE 

BOILER ROOMS, AND THE P A R T I C I P A T I O N  O F  SERVICE 

TECHNICIANS,  IMPACT THE A B I L I T Y  O F  TXE SERVICE - 
TECHNICIANS T O  ACTUALLY I N S T A L L  THE TELEPHONE EQUIPMENT 

AND YAKE RE?AIRS I>! T E E  F I E L D ?  

YES. ACCORDING TO THE MANAGERS THAT I SPOKE TO,  

SOUTHERN BELL HAD ALREADY BEGUN CUTTING BACK ON 

MAINTENANCE PERSONNEL AFTER ITS 1983 RATE CASE. 

COMBINED WITH THE CUTBACKS I N  PERSONNEL, THE FACT THAT 
. 

THEY ARE NOW TAKING MAINTENANCE PEOPLE,  S E R V I C E  

TECHNICIANS,  OUT O F  THE F I E L D  AND PUTTING THEM ON 

TELEPHONES TO SELL SEVERELY RESTRICTED THE AMOUNT O F  

- 

MAINTENANCE AND INSTALLATION WORK THEY WERE ABLE TO DO. 

AS A RESULT O F  THE B O I L E R  ROOMS, SOUTHERN B E L L ' S  

A B I L I T Y  TO ACHIEVE THE P S C  O B J E C T I V E S  WAS FURTHER 

HAMPERED. 

BY P S C  O B J E C T I V E ,  E A T  ARE YOU REFERRING TO? 

I AM AGAIN REFERRING T(*  THE 3 U B L I C  S E R V I C E  COIQ4ISSION'S  

REQUIREMENT THAT 95% O F  ,LL OUT-OF-SSRVICE TELEPHONES 

BE RETURNED TO S E R V I C E  WITHIN 2 4  HOURS. 

GOING BACK TO THE FRAUDULENT REPORTING O F  THE 

TELEPHONES BEING RETURNED TO S E R V I C E  W I T H I N  2 4  HOURS, 

WHAT TYPES O F  PROOF DO YOU HAVE O F  THAT? 



1 A. SOUTHERN BELL PROVIDED US WITH C O P I E S  Of TROUBLE 
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REPORTS. THEY ARE CALLED " D L E T H ' S "  OR " E T H ' S " .  I T  IS 

XY YNDERSTAKDING THAT "ETd"  STANDS FOR EXTENDEG TROUBLE 

HISTORY AND THAT "DLETH" STANDS FOR DISPLAY LINE 

EXTENDED TROUSLE S I S T O R Y  . 

. 
WOULD YOU PLEASE DESCRIBE THE VARIOUS WAYS SOUTHERN 

BELL PERSONNEL F A L S I F I E D  THE ETH AND DLETH TROUBLE 

REPORTS? 

SURE. THE ONE VERY S I M P L E  METHOD O F  F A L S I F Y I N G  THEM 

WAS SIMPLY T O  BACK DATE THE "CLEAR" AND "CLOSED" TIMES 

ON A TROUBLE REPORT. FOR INSTANCE,  MR. SMITH CALLS I N  

ON MONDAY, THE 1ST O F  THE MONTH, AND REPORTS H I S  

TELEPHONE OUT-OF-SERVICE . LOOKING A T  L'HE TROUBLE 

REPORT HISTORY, YOU COULD S E E  THESE EVENTS L I S T E D  I N  

CHRONOLOGICAL ORDER AS THEY OCCURRED. THEN, FOR 

INSTANCE, ON TUESD>.Y, THE 2I:D O F  THZ : < J X T ~ ,  MR. SMITH 

CALLS BACK AND S A Y S :  " M Y  PHONE IS STILL OUT O F  ORDER, 

I NEED I T  F I X E D  R I G H T  AWAY". ON WEDNESDAY, THE 3 R D  O F  

THE MONTH, MR. SMITH CALLS BACK AGAIN AND S A Y S :  "I 

MUST HAVE MY PHONE F I X E D  IMMEDIATELY, I HAVE AN ELDERLY 

PERSON WITH A HEART CONDITION I N  THE HOUSE, I HAVE TO 

HAVE MY PHONE S E R V I C E  OPERATING A S  SOON A S  P O S S I B L E " .  
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THEN, THE NEXT EVENT I N  SEQUENCE ON THE TROUBLE REPORT 

MIGHT BE A REFERENCE TO MONDAY, T H E  1ST OF THE MONTH, 

WEES A S E W I C E  TECYNICIAN IS REPORTEDLY DISPATCHED,  *WD 

MONDAY, THE 1ST O F  THE MONTH, A G A I N ,  WHEN T H E  TROUBLE 

I S  REPORTED CLEARED AND CLOSE2.  

LOOKS A T  THAT TROUBLE REPORT FOR PURPOSES OF 

CONSTRUCTING A HISTORY O F  P S C  RULE COMPLIANCE, I T  LOOKS 

A T  THE F I N A L  E N T R I E S ,  THE F I N A L  CLEAR AND CLOSE ENTRIES 

ON THE TROUBLE REPORT, AND I T  P I C K S  U P  THAT DATE AND 

TIME A S  THS TIME THE OUT-OF-SERVICE TELEPHONE WAS 

REPAIRED.  

WHEN THE CCNTUTER 

. 

- 

ARE THERE DOCUMENTS THAT THE COMMISSION.COULD REQUEST 

THAT WOULD REVEAL T H I S  TYPE O F  FRAUDULENT A C T I V I T Y ?  

YES, THERE ARE. 

WHAT SHOULD THEY REQUEST? 

THZ PUBLIC SERVICE CONMISSION COULD REQUEST THAT 

SOUTXRN BELL ?ROVIDE mim KITE E T Y I S  OR DLETH'S FOR 

ALL OUT-OF-SERVICE TROUBLE REPORTS SHOWING A C L O S I N G  

T I M E  ON THE UPPER CENTER O F  THE DOCUMENT WHICH I S  MORE 

THAN 1 2  HOURS AFTER THE DISPLAYED CLEARING T I M E  I N  THE 

BODY OF THE DOCUMENT. WHEN LOOKING A T  AN ETH TROUBLE 

REPORT, I N  THE UPPER CENTER OF T H E  PAGE T H E R E ' S  A L I N E  

WHICH SAYS:  CLOSED, EQUAL S I G N ,  FOLLOWED BY A S I X - D I G I T  
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DATE AND A FOUR-DIGIT T I M E .  THE T I M E  IS GIVEN I N  

WHAT'S COMMONLY REFERRED TO AS M I L I T A R Y  TIME, WHICH 

U S E S  A 24-HOLTR CLOCK. WHEN I SAY THAT THE P U B L X C -  

S E R V I C E  COMMISSION COULD ASK FOR THOSE E T H ' S  SHOWING A 

CLGSING TIME IK TXE z m m  CCNTEF., TYAT'S THE CLC~SING 

TIME I ' M  REFERRING TO. AND I I N D I C A T E D  THAT THEY 

SHOULD ASK FOR THOSE TROUBLE REPORTS WHERE THE CLOSING 

TIME I N  THE UPPER CENTER I S  MORE THAN 1 2  HOURS AFTER 

THE DISPLAYED "CLEARING" TIME I N  THE BODY O F  THE 

TROUBLE H I S T O R Y . I F  YOU LOOK AT A TROUBLE HISTORY,  

USUALLY THE SECOND T O  T H E  LAST OR SOMETIMES THE LAST 

ENTRY WILL BE A DATE AND TIME, AN EMPLOYEE CODE NUMBER, 

AND A STATUS O F  "CCA". "CCA" I S  THE ACRONYM USED BY 

SOUTHERN BELL T O  I N D I C A T E  THAT T H E  TROUBLE WAS CLEARED. 

T H A T ' S  THE L I N E  THAT I ' M  REFERRING T O  WHEN I SAY THEY 

SHOULD ASK FOR THOSE WHERE T H E R E ' S  A DIFFERENCE GREATER 

THAN 1 2  HOURS. 

. 

- 

I F  THEY ASK FOR THOSE AND RECEIVE EXAMPLES O F  WHERE 

THAT HAS OCCURRED, WHhT WILL THAT ?ROVE? 

I F  THEY RECEIVE ALL O F  THOSE E T H ' S ,  SOME O F  THEM 

CERTAINLY WILL BE LEGITIMATE AND NOT HAVE BEEN 

F A L S I F I E D .  THE REASON FOR ASKING €OR THOSE WHERE THE 

CLOSE T I M E  IS GREATER THAN 1 2  HOURS BEYOND THE CLEAR 

TIiYE IS THIS: I F ,  FOR INSTANCE,  h TROUBLE REPORT I S  

- 27 - 
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2 

3 

4 

5 

6 

7 

8 

9 

10  

11 

12  

13 

14 

15 Q. 

16 

17 

18 

1 9  

2 0  

2 1  A .  

2 2  

23  Q. 

2 4  A. 

2 5  

OPENED AT 8 : O O  A.M. ON MONDAY, AT 6:OO A.M. ON TUESDAY, . 

I F  I T  HAS NOT BEEN CLEARED, I T ' S  EXCEEDED THE 24-HOUR 

TIME L I X I T . I N  ORDEX TO BACK U P  T I E  CLEARING T I E  'P3 

SHOW THAT I T  WAS CLEARED WITHIN 2 4  HOURS, SOMEONE 

AYPEMi'TiNG TG ALTER TKGSE RECORDS P I C T I T I C U S L k !  ON 

TUESDAY MORNING NEEDS T O  BACK U P  THE TIME T O  THE 

PREVIOUS DAY. THE REASON BEING I S  THE S E R V I C E  

TECHNICIANS NORMALLY DO NOT WORK FROM 6 : O O  P.M. T O  8 : O O  

A.M. THE FOLLOWING MORNING. THOSE ARE UNUSUAL HOURS 

AND I T  WOULD POSSIBLY ALERT SOMEBODY THAT THE RECORDS 

. 

- 
WERE BEING F A L S I F I E D  I F  THEY SHOWED I T  CLEARED A T  3:OO 

A.M. T H A T ' S  WHY I SUGGEST THAT THE PSC ASK FOR THOSE 

WITH A 12-HOUR DIFFERENCE.  

BUT H E L P  ME UNDERSTAND HOW YOU DISCOVERED T H E  SO-CALLED 

BACKDATING I N  YOUR I N V E S T I G A T I O N .  M Y  UNDERSTANDING IS  

THAT YOU NOTICED THAT THE TROUBLE HISTORY E N T R I E S ,  

ALTHOUGH THEY WERE SEQUENTIAL FROM THE TOP TO THE 

BOTTOM O F  THE PAGE, HAD CLEARI!.IC- DATES AT TUE ZND THAT 

WERE CLEARLY OUT O F  ORDER. 

R I G H T .  

EXPLAIN THAT. 

WHEN I S A I D  ASK FOR THOSE WHERE THE CLOSE DATE AND TIME 

I S  MORE THAN 1 2  HOURS FOLLOWING THE CLEAR DATE AND 

- 2 8  - 



5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 Q. 

19 

20 

21 

22 

23 A. 

24 

25 

TIME, THAT DOESN'T MEAN THAT YOU'RE ONLY GOING TO GET 

ONES WHERE IT'S JUST 12-AND-A-HALF HOURS. YOU'RE ALSO 

TO GOING TO GET SOblIE WERE IT'S THREE-XTD-A-HALF P A Y S .  

AND IN THOSE INSTANCES YOU LOOK AT THE OPENING TIME OF 

THE TROUBLE REPORT, AND IT'S 8:OO A. M. 0s TBE lST, €OR 

EXAMPLE. THE ACTUAL CLOSING TIME, WHICH IS THAT 

CLOSING TIME WHICH APPEARS IN THE UPPER CENTER OF THE 

ETH,_THAT'S THE COMPUTER-GENERATED DATE AND TIME THAT 

THE RECORD IS ACTUALLY CLOSED. THAT DATE AND TIME 

CAN'T BE ALTERED OR FALSIFIED. IN MY EXAMPLE THE - 
TROUBLE REPORT IS OPENED ON THE 1ST AT 8:OO A. M. THE 

ACTUAL COMPUTER-GENERATED CLOSING TIME, WE'LL SAY, IS 

ON THE 4TH OF THE MONTH AT NOON. AND YET THE CLEARING 

DATE AND TIME, WHICH IS ON€ OF THOSE LAST ENTRIES IN 

THE SEQUENCE ON THE TROUBLE HISTORY, IS GOING TO SHOW 

THE 1ST OF THE MONTH AT 4:OO P.M. 

IF I UNDERSTAND YOUR TESTIMONY CO3RECTLY, THE CLEARING 

TII4E AND DATE 4 : O O  P.M. ON THE IS", WHICH MEETS THE 

24-HOUR REQUIREMENT, IS SEQUENTIALLY BEHIND ONE OR TWO 

OTHER ENTRIES DATED THE 2ND AND THE 3RD; IS THAT 

CORRECT? 

YES. 
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23 
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25 

Q. 

A. 

Q .  

A. 

Q -  

A. 

Q. 

A .  

YOU S A I D  THAT THE RECEIVED AND CMSE.D DATZ/TIXE GROUPS 

WERE COMPUTER-GENERATED AND COULD NOT BE CHANGED. HOW 

DO YOU KNOW THAT? 

- .  
BUT A S I D E  FROM THOSE TWO DATES AND TIMES, I S N ' T  I T  TRUE 

THAT THE OTHER DATES AND TIMES ARE MAINLY I N P U T  BY 

SOUTHERN B E L L  EMPLOYEES? 

T H A T ' S  CORRECT FOR THE MOST PART.  

WHAT DO YOU MEAN? 

THERE YAY BE SOME ENTRIES I N  THE TROUBLE HISTORY THAT 

>-RE GENERATED BY A COMPUTER T E S T I N G  THE TELEPHONE L I N E  

THAT ARE INPUT BY COMPUTER RATHER THAN BY A PERSON. 

OKAY. AND I?? THE COURSE O F  YOUR I N V E S T I G A T I O N ,  D I D  I T  

BECAME APPARENT TO YOU FROM YOUR OBSERVATION OF T H I S  

FORM THAT THE CLEAR TIME, A S  SHOWN, WAS AN 

I M P O S S I B I L I T Y ?  

- 3 1  - 



1 Q. D I D  YOU R E C E I V E  ANY TESTIMONY FROX SOUTUERN BELL 

2 EMPLOYEES I N D I C A T I N G  THAT T H I S  KAS ONE !(:ETHOD USED TO 

3 F A L S I F Y  R E P A I R  RECORDS? 

4 A. 

5 

6 

7 

8 

9 

10 

11 

1 2  

13 

1 4  

15 

1 6  Q. D I D  THEY G I V E  A REASON WHY TUEV HAD NOT? 

17  A. 

16 

19 Q.  OKAY. WITH R E S P E C T  T O  THIS ONE X2THOD OF FALSIFYING 

2 0  R E P A I R  RECORDS, DO YOU A S  A ZESULT OF. YOUR 

2 1  I N V E S T I G A T I O N ,  HAVE A N Y  INDICA'?ICI; AS T O  HOW WIDESPREAD 

22  THE USE OF T H I S  METHOD KAS K I T F I X  SOUTZERN B E L L ' S  

23 S E R V I C E  TERRITORY? 

2 4  A. 

2 5  
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23 

24 

Q -  

A. 

Q. 

A. 

Q. 

TO YOUR KNOWLEDGE, HOW LONG HAD THIS TYPE OF 

FALSIFICATION TAKEN PLACE IN SOUTHERN BELL'S 

OPERATIONS? 

THIS TYPE OF FALSIFICATION WENT ON FROM AS FAR BACK AS 

I WAS ABLE TO GET ETH DOCUMENTS, WHICH I BELIEVE WAS 

1985 TO 1991 OR LATE 1990. 

- 
HOW WOULD THIS HAVE IMPACTED SOUTHERN BELL'S 

REPORTING REQUIREMENTS? 

.D 

HOW SIGNIFICANT WAS THE FALSIFICATION OF JUST ONE 

TROUBLE REPORT? 
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16 

17 
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1 9  

20 

21 Q. 

22  

23  

24 

25 

MUCH MORE S I G N I F I C A N T  THAIV’ I T  WOULD APPEAR A T  F I R S T .  

I F  T H I S  TROUBLE REPORT HAD BEEN ACCURATELY REPGRTED A S  

NOT BEING CLEARED I.?iTiiiN 24 XOiJiIS, I T  K;OiiLD KAVE TAKEN 

19 ADDITIONAL OUT-OF-SERVICE TROUBLE REPORTS, A L L  

TIMELY CLEARED, TO MAKE UP FOR 1’1.. THIS i ? E W T I O h ’ 3 H I P  

YAY BE CLEARLY SEEN BY REFERRING BACK T O  THE FRACTIONS 

ON E X H I B I T  11. 

. 
T H E  MINIMUM NUMBER O F  TOTAL OUT-OF-SERVICE TROUBLE 

REPORTS NECESSARY T O  SUPPORT ONE UNTIMELY REPORT AND 

STILL MAINTAIN THE REQUIRED 95% TIMELY R E P A I R  

REQUIREMENT I S  20. THAT I S  19 D I V I D E D  BY 20 EQUALS 

95%. TO MAINTAIN THE 95% F I G U R E  WITH JUST ONE MORE 

UNTIMELY TROUBLE REPORT, S O  THAT THE FRACTION I S  NOW 

19/21 OR 90.5%, REQUIRES AN A D D I T I O N A L  19  TROUBLE 

REPORTS,  ALL OF WHICH ARE TIMELY R E P A I R E D ,  T O  A C E I E V E  A 

FRACTION OF 3 8 / 4 0 ,  OR 95%. THE CONSEQUENCES O F  

ADDITIONAL UNTIMELY TROU5LE REPORTS IU’AS 1 A R T I C U U R L Y  

D I F F I C U L T  FOR SYALLZR EXCiiA!IZES. 

- 

WHEN SOUTHERN BELL ACTUALLY HAD T O  REPORT A CERTAIN 

L E V E L  OF M I S S E S ,  ARE YOU Ah’hRE OF WHETHER ANYTHING WAS 

DONE TO COME U P  W I T H  AN ADDITIONAL 19 REPORTS TO MAKE 

U P  FOR THE UNTIMELY R E P A I R S  EVEN THOUGH THOSE 

ADDITIONAL REPORTS M A Y  P:OT X k V E  3EEN VALID REPORTS?  

- j q  - 



1 A. 
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10 

11 

12 

13 

14 Q. 

15 

16 A. 

17 

18 

1 9  

20 

21 

22 

2 3  

2 4  

25 

YES. I T ' S  CALLED " S U I L D I N G  T 3 E  S A S E " ,  AND I T  CAN BE 

DONE A COUPLE 'OF DIFFERENT WAYS.  

G A I N E S V I L L E  INVOLVED MANAGERS S I T T I N G  DOWN A T  T H E '  

COMPUTER W I T H  A TELEPHONE BOOK AND JUST P I C K I N G  NUMBERS 

A T  RANDOM. THEY THEN TYPED U P  TROUBLE REPORTS I N  THE 

COMPUTER SHOWING THE TELEPHONES REPORTED OUT-OF- 

S E R V I C E ,  AFTER WHICH THEY RAN A TEST ON EACH NUMBER, 

WHICH CAME U P  "TEST OKAY". T H I S  MEANT THERE WAS NO 

TROUBLE, WHICH ALLOWED THEM T O  CLOSE THE REPORT. THE 

WHOLE PROCESS ONLY TOOK ABOUT THREE MINUTES, AND WHAT 

THAT WOULD DO I S  BUILD U P  THE NUMBER O F  REPORTED OUT O F  

S E R V I C E  REPORTS. 

ONE WAY USED I N  

- 

WELL, D I D N ' T  THE COMPANY I N V E S T I G A T E  THAT THEMSELVES 

AND F I N D  OUT ABOUT IT? 

YES, THEY D I D .  AND I T  SHOULD BE NOTED THAT BY AUGUST 

O F  1990 - OR ACTUALLY SEPTEMBER, I T H I N K  I T  WAS, WHEN 

THEY STARTED THE12  I N V Z S T I G A T I O X ,  SOME TEN MONTHS HAD 

ALREADY GONE BY S I N C E  THE BEGIKKZNG O F  THE ATTORNEY 

GENERAL'S INVESTIGATION O F  SOUTHERN BELL FOR T H E F T  OF 

PAY ?HONE COMMISSIONS. I T  WAS CZRTAINLY 

WELL-PUBLICIZED AND THEY WERE \<ELL AWARE O F  OUR 

I N V E S T I G A T I O N  A N D  OUR SCRUTINY O F  T H E I R  B U S I N E S S  

OPERATIONS A T  LEAST I N  THE P U B L I C  COMMUNICATIONS 

PORTION O F  T H E I R  B U S I N E S S .  A!<D F'RIOR T O  THAT,  THEY HAD 

- 3 5  - 



1 AMPLE OPPORTUNITY TO HAVE DISCO\'ERED THIS THROUGX STAFF 

2 REVIEWS WHICH REVEALED CLZARLY FRAUDULENT ACTIVITY 

3 YEARS PRIOR TO THAT. 
- 

4 

5 Q -  

6 

7 A. 

8 

9 

10 

11 

12 

13 

14 

15 

16 Q. 

17 

18 

19 A. 

20 

21 

22 

23 

24 Q. 

ONCE SOUTHERN BELL BECAME AWARE OF THE "BASE BUILDING" 

IN GAINESVILLE, HOW DID THEY REACT? 

WHEN THEY BECAME AWARE OF THE FALSIFICATION OF RECORDS 

IN GAINESVILLE, THE BUILDING OF THE BASE, THE MATTER 

WAS OPENED FOR INVESTIGATION AND ASSIGNED TO A SOUTHERN 

BELL SECURITY INVESTIGATOR, 

AND "INVESTIGATED". BY INVESTIGATED, I MEAN HE 

REVIEWED THE TROUBLE REPORTS FOR ONLY THE ONE-MONTH 

PERIOD WHERE THEY HAD INITIALLY FOUND EVIDENCE OF 

BUILDING THE BASE. 

WHO WENT TO GAINESVILLE - 

- 

AS A PROFESSIONAL INVESTIGATOR WHAT IS YOUR OPINION OF 

SOUTHERN BELL'S SECURITY PERSONNEL ONLY LOOKING AT THE 

ONE MONTH PERIOD? 

MY REACTIOK IS THP.T IF YOU K1JO':I IT'S GOING O!J IN 

SEPTENEER, ISN'T THERE SOME LIKELIHOOD THAT IT WAS ALSO 

GOING ON IN AUGUST AND PossIaLv EVEN JULY AND JUNE AND 

MAY AND APRIL, AND MAYBE EVEN FURTHER BACK THAN THAT? 

GIVEN YOUR REACTION, WHAT DID YOU DO? 



1 A. 

2 

3 

4 

5 

6 

7 

8 Q. 
9 

10 A. 

11 

12 

13 Q. 

14 

15 A. 

16 

17 

18 Q. 

19 

2 0  A. 

2 1  

22 

23 Q. 

2 4  

25 

MY FIRST REACTION WAS TO LOOK AT THE PREVIOUS MONTHS. 

WHEN I DID, IT CONFI.PMED THAT, IN FACT, BUILDING THE - 

BASE AND A NUMBER OF OTHER FALSIFICATION OF RECORD' 

SCHEMES WERE GOING ON IN GAINESVILLE FOR SOME MONTHS 

PRIOR TO THE SINGLE MONTH INVESTIGATED BY SOUTHERN 

BELL. 

AND YET THE SOUTHERN BELL INVESTIGATION IN GAINESVILLE 

DID NOT GO BACK EVEN ONE MONTH? 

NO, IT DID NOT. IT FOCUSSED ONLY ON WHAT THEY ALREADY 

KNEW. 

DID YOU HAVE OCCASION TO TALK TO ANY OF THE PEOPLE 

THAT WERE INVOLVED IN THE GAINESVILLE INVESTIGATION? 

YES. I INTERVIEWED THE INVESTIGATOR ASSIGNED TO THAT 

CASE. 

AND DID YOU ASK HIN NHY THEY DIDN'T GO BACK ANOTHER 

MONTH? 

YES, I DID: AND HE SAID THAT HE DIDN'.T 3ECAUSE HE 

WASN'T INSTRUCTED TO. 

SO DID HE TELL YOU THAT HE WAS ONLY SUPPOSED TO DO 

SPECIFICALLY AND EXACTLY WHAT THEY TOLD HIM TO DO AND 

HE DIDN'T HP.VZ THE DISCRETIOI! TO GO ANY FURTHER? 

~ . 
- 2 7  - 
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A. 

Q -  

A. 

Q. 

A .  

Q. 

h. 

HE S A I D  THAT I T  WAS H I S  UNDERSTANDING THAT WHEN HE WAS 

A S S I G N E D  AN INVESTIGATION,  HE WAS T O  INVESTIGATE I T .  

AND T O  H i P i  TEAT MEANT FOCUSING GN TiIE I F ? I T I A L  

ALLEGATION ONLY, AND THAT HE WAS NOT T O  EXPAND THAT 

SCOPE O F  INVESTIGATlON UNLESS OTHERKISE TOLD TC. 

- 

WERE YOU ABLE TO ASCERTAIN HOW FAR BACK "BUILDING THE 

BASE'! E X I S T E D  I N  GAINESVILLE? 

A S  I RECALL I T  WENT BACK A T  LEAST THREE MONTHS P R I O R  T O  

THE T I M E  THAT SOUTHERN BELL DISCOVERED I T .  

YOU S A I D  PREVIOUSLY THAT SOUTHERN BELL WAS AWARE OF 

T H E S E  ALLEGEDLY FRAUDULENT A C T I V I T I E S  YEARS BEFORE THEY 

DECIDED TO ACTUALLY DO AN I N V E S T I G A T I O N  I N  G A I N E S V I L L E ,  

CORRECT? 

YES.  

W H A T ' S  THE 

I T ' S  A COX 

EMPLOYEES; 

BASIS FOR THAT STATEMENT? 

INATION 01; ?ESTi!<ONY FRO!.: OUTXZRN 3 Z L L  

BUT MORE IMPORTANTLY, T H E R E ' S  ACTUAL WRITTEN 

DOCUMENTATION O F  T H E I R  DISCOVERY OF THE F A L S I F I C A T I O N  

O F  RECORDS G O I N G  AS FAR BACK A S ,  I B E L I E V E ,  1987  OR 

1988.  AND THAT WOULD BE I N  THE STAFF REVIEWS THAT THEY 

CONDUCT PERIODICALLY AROUND THE S T A T E .  

- -  



1 Q. 

2 A. 
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4 
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10 

11 Q. 

1 2  

13 A. 

14 

15 

16  

1 7  

18 

1 9  Q. 

2 0  A. 

2 1  

22 

23 

2 4  

2 5  

WERE YOU ABLE TO OBTAIN C O P I E S  O F  S T A F F  REVIEWS? 

WITH SOME D I F F I C U L T Y ,  YES. T E E  REASON I SAY W I T H  SOME 

D I F F I C U L T Y  IS  BEChIJSE SOUTHERN BELL A N D  THE PEOPLE I N  

T H E I R  REVIEW SECTION APPARENTLY HAD NO DOCUMENT 

RETENTION PLAN P R I O R  TO OUR I N V E S T I G A T I O N ;  OR,  I F  THEY 

D I D ,  I T  WAS NOT WIDELY IMPLEMENTED. AND, AS A RESULT,  

THERE ARE APPARENTLY A NUMBER OF REPORTS THAT ARE 

MISSZNG THAT SOUTHERN BELL WAS NOT ABLE T O  LOCATE AND 

PROVIDE TO US.  

- 
CAN YOU G I V E  US SOME EXAMPLES OF T H E  INFORMATION 

CONTAINED I N  SOME OF THE S T A F F  REVIEWS? 

YES. I N  FEBRUARY, 1988, HAMPTON BOOKER D I D  A S T A F F  

REVIEW O F  THE M I A M I  METRO MAINTENANCE CENTER. THE MOST 

S I G N I F I C A N T  PORTION O F  THAT REPORT I S  S E C T I O N  E ,  PART 

3 ,  WHICH M O K S  AT OUT O F  S E R V I C E  REPORTS STATUSED " T E S T  

OKAY " . 

WHAT DOES THAT MEAN? 

I T  MEANS THAT THE REPORT I S  I K i T I A L L Y  STATUSED OUT O F  

S E R V I C E  RATHER THAN "AFFECTING S E R V I C E " .  A T  SOME P O I N T  

SUBSEQUENT TO OPENING THE TROUBLE REPORT,  A T E S T  I S  RUN 

ON THE TELEPHONE AND THE T E S T  RESULTS SHOW THE 

TELEPHONE TO BE OKAY, A N D  NOT OUT O F  S E R V I C E .  THE 

E F F E C T  O F  THIS TECHNIQUE I S  ALSO TC; "SUILD THE BASE". 

- 3 9  - 
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I T ' S  NOT TO S A Y  THAT ALL OF THEM T H A T  ARE L I K E  THAT, 

ARE BUILDING THE BASE. CERTAINLY T H E Y ' R E  NOT. I T  DOES 

XA?PEK LEGiT1MATELk' TiiAT TELEPHONES GO GUT Si- S E R V I C E  

AND THEN F I X  THEMSELVES. A COMMON PROBLEM I N  SOUTH 

FLORIDA I S  THAT MOISTURE G E T S  IN 'THE L l N E S ,  WHICH THEN 

CAUSES THE L I N E  TO SHORT OUT AND PLACES THE TELEPHONE 

LEGITIMATELY OUT OF S E R V I C E .  OFTE::, ONCE THE MOISTURE 

D R I E S  U P ,  THE TELEPHONE COMES BACK ON. T H I S  EXAMPLE 

WOULD BE A LEGITIMATE CASE O F  A TELEPHONE BEING 

C L A S S I F I E D  AS OUT OF S E R V I C E  AND LATER T E S T I N G  OKAY. 

. 

- 
OKAY. D I D  THE S T A F F  REVIEW O F  THE N I A M I  CENTER NOTE A 

D I F F E R I N G  S I T U A T I O N ?  

YES, THE PROBLEM THAT WAS NOTED I N  T H I S  S T A F F  REVIEW IS 

THAT WHEN A TROUBLE REPORT I S  STATUSED OUT O F  S E R V I C E ,  

SOME COMPUTER T E S T I N G  I S  50NZ ON TEAT TELEPHONE L I N E .  

THE COMPUTER T E S T S  THE L I N E  AND THEN I S S U E S  WHAT ARE 

CALLED VER CODES, v-2- I R. I KAS TOLD TUAT 1:-E-R STANDS 

€OR V E R I F I C A T I O N  CODES. TEE VER CS3ZS ARE APPARENTLY 

FAIRLY RELIABLE A N D  SHOUL3 SUBSTANTIATE THE OUT O F  

S E R V I C E  STATUSING,  BUT I!? N A N Y  OF T3E I I A N I  CASES THE 

VER CODES D I D  NOT SUPPORT THE I N I T I A L  OUT O F  S E R V I C E  

STATUS. I N  OTHER WORDS, WHEN THE COMPUTER T E S T E D  THE 

L I N E ,  THE VER CODES SHOWED THAT I T  WAS NOT OUT O F  

S E R V I C E ,  BUT RATHER THAT THERE N A S  AN AFFECTING S E R V I C E  

- 4 0  - 
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2 
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4 Q. 
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6 A .  

7 

E 

9 

10 

11 

12 

13 

14 Q. 

15 

16  

17 A. 

:a 

10 Q. 

2 0  

L L  A. 

2 2  

2 3  

24 

2 3  

- -  

- 
WHAT IS THE SIGNI? ICANCE O F  HOW THESE REPORTS WERE 

HANDLZD? 

WHEN THE VER CODE INDICATED THE L I N E  WAS OKAY OR MERZLY 

AFFECTING S E R V I C E ,  THE TELEPHONE TROUBLE REPORT SHOULD 

NOT HAVE BEEN STATUSED OUT O F  S E R V I C E .  I T  SHOULD HAVE 

BEEN- PROPERLY STATUSED AS EITHER AFFECTING SERVICE OR 

OXAY. S U T  INSTEAD,  THE YAIKTENANCE A D M I N I S T U T O R  

STATUSED I T  OUT O F  S E R V I C E  AND THEN W T E R  CHANGED I T  T O  

TEST OKAY. 

I S  THE COMPUTER DIAGNOSTIC TSST THAT RESULTS I N  THE VER 

CODE DONE A T  THE TIME THE TROUBLE I S  REPORTED O R  

IMMEDIATZLY THEREAFTER? 

THAT ' s COR3ECT. 



1 Q. 
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3 A .  
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12 Q. 

13 A .  

.14 

15 

16 

1 7  

1 8  

1s. 

20  

2 1  

22  Q .  

2 3  

2 4  h .  

2 5  
s- 

WmAT S P Z C I F l C A i L t  D I D  T S Z  S O U r i E X N  6 E i i  INVESTIGATOR 

FIND?  

I N  H I S  REVIEI? IN 1986, HE LOOKED A T  A SANPLE O F  33 

REPORTS AND FOUND 13  ERRORS OUT O F  33  REPORTS,  WHICH I S  

A 3 0  PERCENT ERROR RLTE 92 DEVIATION RATE AS THEY REFER 

TO I T .  T H S  NARPATIVE OK TEf.T P A X T I C U W R  PART O F  THE 

REVIEW SAYS THAT: “ALL T3E ERRORS NOTED WERE SCORED 

OUT O F  S E R V I C E .  NEITHER THE NARiLaTIVE NOR THE VER 

CODES COULD SUPPORT THE OUT O F  S E R V I C E  S T A T U S “ ,  WHICH 

I S  SAYING BASICALLY WHAT I J U S T  STATED. 

. 

- 
WHAT RECOMMENDATIONS D I D  THE S T A F F  REVIEW HAVE? 

I N  T H E  RECOMMSNDATIONS PORTION O f  THE MIAMI REVIEW I T  

STATES:  “OUT O F  S E R V I C E  STATUSING ON TEST OKAY 

TROUBLES NEEDS TO BE REVIEWED I N  TSIS CSCC. THE 

TROUBLES TAAT SHOULD BZ OUT O F  S E X V I C E  ALSO SHOULD BE 

WATCHX! ON j. XEGUiAR 5hCIS TO hSSU3.E C3HPLZANCE”.  S O  

APPARENTLY, >.T LEAST I N  ?5Z SINS O F  T X  3EVIEWER I N  

FEBRUhXY O? 1 3 5 6 ,  TX3E X A S  E P203LEN IN ??IA-KI MFT3O 

WIT? T2S.T TYPE O F  REPORTING. 
.. - 

XHhT I S  SOVi”i’ERt< BELL‘S SIT.A!iDARD OPEkE.TII<G PROCEDURE TO 

ENSURE COMPLIAXCE ONCE YdE S T A F F  XEVIEW I S  DONE? 

ACCORDING TO THE MANAGERS I S P O K E  TO WHO D I D  THE S T A F F  

FIEVIEKS, I? THEY FOUND PXO3?21?S ?HEY WOULD NEET WITH 



THZ YAINTEiihNCE CSKTZX I.>AAGEXS >.KD CGXDUCT :MAT TXEY 

CALLED A "FEEDBACK. S E S S I O X "  OR 2 "FEEDBACK MEETING". 

DURING THESE FEEDBhCK MEETINGS. THE REVIEWERS WOULD 

EXPLAIN THZ ERRORS THAT TEEY HAD FOUND DURING THE 

REVIEW N q D  G I V E  TS:f >lAI!.!TENhNCE CEXTER YANAGERS AN 

OPPORTUNITY T O  ASK QUESTIONS, GET A BETTER 

UNDERSTANDING OF THE PROSLEM, AND X C I D E  HOW THEY WOULD 

- 

FIX THE ERRORS. I ASKED THE STAFF REVIEW YMAGERS . 
WHOSE R E S P O N S I B I L I T Y  I T  WAS TO CORRECT THE ERRORS NOTED 

IN THEIR REVIEWS, AND THEY SAID IT WAS THE 

R E S P O N S I B I L I T Y  CT THE KAIKTENANCE CENTER MkVAGERS. I 

ASKED THE S T A F F  3EVIEWERS WHO ELSE THEY REPORTED THEIR 

F I N D I N G S  T O ,  AND TIiEY S A I D  NO ONE OTHER THAN UPPER 

MANAGEMENT I N  THE YAINTENANCE CENTERS AND THE 

F I F T H - L E V E L  MANAGER O F  NE*'WORK, WHICH I N  T H I S  CASE WAS 

LINDA I S E h T O U R .  
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9 Q. 
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15 A .  

16 

17 Q.  

18 

19 

2 0  

21 
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2 4  

Noli, THE 3s PERCENT ERROR %TE Y O U  SPOKE C.F TUE 

INVESTIGATOR,  F300K2R EP-?PTO!\’, FSXDING Ilu‘ !<IA!I, COULD 

THAT BE BASSI3 ON LEGITIMATE ERRORS? 

THEORETICALLY I T  COULD B f .  9UT I? I GAS RL’NNINC- A 

B U S I N E S S ,  I WOULD BE L’ERY CONCERNED 17 I KNEW THAT MY 

EMPLOYEES WERE MAKING MAJOR KZSTXAES -?OUR OUT O F  TEN 

TIMES. 

- 

. 
YOU MIGHT BE CONCERNED I F  THE MISTAKES O F  YOUR 

EMPLOYEES RESULTED I N  THZ THEFT OR L O S S  C F  REVENUES OR - 
EQUIPMENT ox THE LOSS OF CUSTONERS, BUT WOULD YOU BE so 

CONCERNED I F  THOSE MISTAKES,  THOSE FOUR OUT O F  TEN, 

SERVED TO THE ADVANTAGE OF YOUR COMPANY AND NOT T O  ITS 

DISADVANTAGE? 

MAYBE NOT. 

AND ISN‘T  THAT THE C P S E  WITH R E S P E C T  ‘TO TZSSf RSPORTS? 

SOUT:iEXN B E L L  I S  A MONOPOLY A N D  CAN’T LOSS CL‘STOXERS TO 

ANOTEER S U P P L I E R  AND NO LOSS Or I*!C)!SZ’k’ 33 ?ROPERTY WAS 

PAPP>.REKTL’k’ INVOLVZD HERS.  DI DN ‘T  E 2  S0-CA.iLED 

I.?ISTAKES, I N  FACT, A S S l S T  SOUTHERN 9ELL. IS MEETING ITS 

P S C  S E R V I C E  C R I T E R I A ?  

YES, THEY D I D .  T H A T ’ S  ABSOLUTELY CORRECT. 



1 Q. 

2 

3 A. 

4 

5 

6 

- 
I 

8 

9 

10 

11 

1 2  Q. 

13 A. 

14 

15 

1 6  
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13 Q. 

20 

2 1  h. 

2 2  

23  

2 4  

2 5  

I N  FACT,  D I D X ‘ T  TSESf  SO-C>. i iED B.ZSE !%GILDING X I S T A K E S  

B E N E F I T  ALL SOUTkERN BELL ?ZRSONNZL I N V O L v L a .  

YZS . THE Yi l ihGERS ANLi OTHEE SUPSXVISGRY ?E?.SDNlJZL 

COULD F E E T  THE STRINGEKT P S C  R E P A I R  CRITERZA D E S P I T E  

THE LACK Of ADEQUATE ST>.FFING OR KXA’Y3~E2 XLSf WAS 

CAUSING THEN TO EISS THE GOALS, AND S O U T E R N  S E L L  COULD 

CONTINUE T O  MEET ITS P S C  REPORTING R E Q U I R E M W T S ,  A T  

LEAST ON PAPER,  

COMPARED TO THE S T A F F I N G  LEVELS ACTUALLY NECESSARY TO 

TIMELY Mp-KF. THE R E P A I R S .  

- 

AND AT A REDUCED PERSONNEL COST 

ONCE THIS F A L S I F I C A T I O N  WAS OBSERVED, WAS I T  CORRECTED? 

APPARENTLY NOT. THE PROBLEMS NERZ GIVEN BACK T O  THE 

IYAINTENANCE CENTER MANAGERS I N  T H E  FEEDBhCK S E S S I O N S ,  

AND THE REVIEWERS S A I D  I T  WAS T H E I R  POLICY T O  GO BACK 

TO T E E  SLYE CENTER THREE TO SZX M C ) N T i S  =.‘E:?. AND CHECK 

?-GAIN. 



1 

2 

7 
d 

4 

5 

6 Q .  AGAIN, THE 2 5  EXRONZOUSLY K4DE RZ:IORTS, I < E I C S  WERE 

7 APPARENTLY JUST A SA!{?LZ, WOULD ACTUALLY SERVE TO B U I L D  

8 

9 COMPLIANCE APPEAR BETTER THAN I T  WAS? 

THE BASE AND, THEREBY. FAKE SOUTEERN B E L L ' S  R E P A I R  . 

1 0  A. ABSOLUTELY. 

11 

1 2  Q. AND WAS SOUTHERN B E L L ' S  !%ANAGEHE!<T AWARE O f  THIS? 

13  A .  YES, THEY WERE. 

14 

15 Q. HOW DO YOU KNOW THAT? 

1 6  A .  THROUGH TZSTIMONY FXO!< EXPLOYEES ?HAT I ' V S  SPOKEN TO 

17 WHO D I D  S T A F F  R E V I 3 S .  

18 

19 Q. I.!>.S IT yo52 U~3~~s~.:-:*3I~<;, .>I.; T X Z  - .i- --c?-- - _.. - L!"lONV YOU 

2 0  X F C r ' I V Z D ,  T8,B.T LINDA. ISE]<:.iOljx ~ ~ ~ ~ ~ \ ? ~ ~  

2 1  I NFORNLLTI 0 X ?  

2 2  A .  YES. BASED ON TXf ST>..TZ!"IENTS I x- .;LARD, I T  I S  HY 

23 UNDERSTANDING THAT L I N D A  ISENHOU'R RECEIVED THIS 

2 4  I N F O ~ A T I O E N  01.1 AT LEAST TWO, AI<D I 3 E L I E V E  THREE 

2 5  0CCI .SIONS.  



1 Q .  

2 

: A .  

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 Q .  

17 

18 

19 A .  

20 

21 

22 Q. 

23 A .  

24 

25 

XERE T u f S E  ?ROBSEt?S S I K I L k R  11; ti>..TL'?E T O  THOSE FOUND I N  

1?86? 

YES. TXE FiHDINSS 07 TEE 193s X L W I  RFVIE?? WERE T 3 A T  - 

A L L  O F  THE 25 ERRORS WERE DUE T O  TEST OKAY TROUBLES 

T H A T  h ' 3 E  AFFECTIXG SF.?\'ICZ, BUT K X I C X  WERE SHOWK AS 

OUT-07-SERVICE.  TROUBLES THAT ARE HERZLY AFFECTING 

S E R V I C E ,  BUT DO NOT STO? S Z X V I C E ,  DO NOT HAVE T O  BE 

R E P h I R E D  W I T H I N  2 4  HOURS FOR PURPOSES O F  P S C  COMPLIANCE 

REPORTING.  S O ,  INSTEAD O F  CREATING TROUBLE REPORTS OUT 

O F  T H I N  A I R  AND TEEN " F I X I N G "  THEN A S  WAS DONE I N  

G A I N E S V I L L Z ,  THE M I A M  SCAX INVOLVED IMPROPERLY 

C U S S I F Y I N G "  AFFECTING S E R V I C E  REPORTS TO OUT-OF- 

S E R V I C E  REPORTS AND TEEN " F I X I N G "  OR BRINGING THEM BACK 

I N  S E R V I C E  TO BUILD THE BASE. 

. 

- 

COULD YOU 9E CLEAR??? \?SAT'S THE DIFFERENCE BPTWEEN 

"AFFECTING SERVICE ' '  VZRSUS "OUT-OF- S E R V I C E "  TROUBLE 

?.EPO?.TS? 

su?,:. "S.J?-rJ'-SER\.XC~" 1s C-&,:ssI'Iz:3 AS AXY . y ? l \ I E  you 

CklJI.IOT CLLL OUT,  YOOL; CANNOT 9E CELLZE,  OR 30Tt.:. 

KHAT DOES "AFFSCTING SZRVICE" YEA!<? 

"AFFECTING S E R V I C E "  MEANS THAT YOU ChX STILL HAKE AND 

RECEIL'E T'LEPHONE C A Y S ,  5UT YOU EAVE D I F F I C U L T Y  I N  

?X>.XIl:G - FOR Xl<S'T>.!<CE, FRO?.: STB'T'IC ON THE L'II??. THAT 



WOIjLD 5E EX E.F-?fCTINC- SEP.\ ' ICS T!'-?E OF TROU3LE REPORT. 1 

2 

3 - 
4 Q. IF YOU HAVE AFFECTING S E X V I C E  PXOSLEIfS, NUST THEY BE 

5 ?.EPXIRED IiITEI?? 2 4  E9IjXS F O 3  ?SC ?E?OP.TIXG ?..'P.POSCS? 

6 A .  NO, THEY DO NOT HAVE T O  3 E  .?PAIRED \<ITEX14 2 4  HOURS. I 

7 B E L I E V E ,  HOWEVER, TZAT >.IU'OTHZR 2 S C  RUSE REQiiIRES THAT 

S AFFECTING S E R V I C E  PROBLEMS KIST BE CLEARED W I T H I N  72 

9 HOURS. 
. 

10 

11 Q. 0-Y. S O  I T ' S  ONLY THE OUT-OF-SERVICE TROUBLE REPORTS 

1 2  TFAT HAVE TO BE CORRECTED W I T H I N  2 4  HOURS? 

1 3  A .  THAT I S  CORRECT. 

14 

15 Q. D I D  THE 1989 STAFF REVIEW .%XE RECOMMENDATIONS WITH 

1 6  RESPECT T O  THIS PROBE!$? 

- 

17 A .  

. n  LO 

19 

2 0  

21 

2 2  

2 3  

2 4  



1 

2 

T H I S  PROCEDURE .%'ST 95 ST3??ED TT .X<Y IIEAK'INCFUL ' 

ANALYSIS IS T O  B? .kCCO!-?PLiS2fD." 

3 

4 Q. WHO WROTE THAT? 

5 A. T H I S  WAS DONE TEE STAFF E V I Z l i  S S C T I G X .  

6 

7 Q.  AND hTHAT YEAR WAS T H I S ?  

8 A. 1989.  

9 

. .  

1 0  Q. 1989. AND D I D  YOU F I N D  OUT I?, I N  FACT, AN 

11 INVESTIGATION WAS DONE BY SECURITY 04 ANYONE E'LSE-TO 

1 2  F I N D  OUT JUST WHO WAS T A L S I F V I N G  THESE REPORTS AND WHY 

1 3  I T  WAS BEING DONE? 

14 A .  I ATTEMPTED TO F I N D  OUT A L L  O F  THOSZ T H I N G S ;  BUT WHAT I 

15 FOUND OUT WAS THAT NOTHING WAS DONE. 

16  

1 7  Q.  D I D  ANYBODY EXPLr.iN T2 Y O i i  X K Y  NOTETNG WAS DONZ? 

1 s  k .  THE EXPLF.NE.TIOI\' FRO!< ZXZ ST.>?? X3'1EN ?ZO?LE ICkS THAT 

- 

15 yj::IR JOB !?'AS TO DO -1. ?55z3.;cx ;.? Tyz 7x9  I 0' T:<zTR 

2 0  REVIEW. THZY D I D  TS.?'? FE5:33ACK KZTS TSE MANAGzXS OF 

2 1  THE Yl~.iNTENlr.NCE CENTE:. I T  Z k S  ihEK * U? T O  THZ MANAGERS 

i2 O F  THE YiAI4IWTENANCE CZXTEP. T 3  CORRECT THf PROSLZM. 

23 



1 Q. 
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4 A. 
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8 

9 

10 

11 Q. 
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15 

1 6  

17 Q. 

18 A .  

> a  

2 0  

21 Q. 

22 

23 A .  

i4 

-<  

DOES THAT MAKE SENSE TO YOU G I W K  THE TACT THAT THE 

p+u'rIXTEIu'kNCE CENTEX !*'.NAGERS WERE T 3 E  ONES XESPONSIBLE 

FOR T X  PROBLEMS? - 
NO, OF COURSE I T  DOESN'T.  I ASKZD THE STAFF REVIEWERS 

WHY, I F  THE KWAGERS O F  T E  MAINTZNANCZ CEKTEP. WERE THE 

ONES F A L S I F Y I N G  THE RECORDS OR G I V I N G  ORDERS T O  HAVE 

THE RECORDS F A L S I F I E D ,  SOUTHERN BELL WOULD LEAVE I T  U P  

T O  THEM T O  CORRECT THE PROBLEM. THEY RESPONDED T H A T , I T  

WAS NOT T H E I R  J O B  T O  REPORT I T  T O  ANYONE E L S E .  

. .. . .. . . .. 

- 
THEY D I D ,  I M  FACT,  REPORT I T  T O  T 3 E I R  S U P E R V I S O R ,  

D I D N ' T  TfIEY? 

YES, AS I XENTIONED E A R L I F R ,  THE XEPORT O F  THE RECORDS 

F A L S I F I C A T I O N  WENT AT LEAST A S  H I G H  A S  L I N D A  ISENHOUR, 

WHO WAS, I B E L I E V E ,  A F I F T H - L E V E L  YANAGER. 

HOW DO YOU KNOW THAT L I N D A  ISENHOUR WAS INFORMED? 

L KNOW I T  h"NT UP TO EER SASED OK THZ TZSTIKONY OF 

SEIRLEY PERXINC RND, ?EREA?S I F.:-X?T3P! 3GOXE2. 

- 

SI i iRLZY TERXINC TOLD L I N D A  I S Z N F 0 - a  A m U ?  OL'E STAFF 

REVIEWS A N O  TXEIR ADVERSE ?XNDIXCS? 

YES. 



1 Q. 
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5 

6 

7 
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10 

11 

12 

13 

14 

15 

16 

17 

16 

* a  -., 

20 

21 

22 Q. 

23 

2 4  A .  

2 5  

G I D  YOU RECEIVE I N F O W . T I O K  ON k SUBSEQUENT REVIEW DONE 

AT THE K1ELh:I I.ZETRO C Z N T Z 2 l  

YES. AS HZ HAVE DISCUSSEP,  IZ HAD THE K A V X  NETRC 

OPERATIONAL REVIEWS FOX 1066 AND 1085. \<E WERE ALSO 

FCRTTJNATE ENOUGU TC GET T2E S"T.LFF ?ZYZ?v?, 0' TSE KIpF-I 

METRO EAINTENANCE CZRTER ?OZ 1 0 0 0 . A N D  UNDER THE SAME 

S E C T I O N ,  S E C T I O N  E ,  PART 3 ,  THEY SAN?LED 2 0  TROUBLE 

REPORTS AND FOUND 20  DEVIATIONS FOR A 10@ PERCENT ERROR 

RATE. I N  T H E I R  F I N D I N G S  THE S T A F F  REVIEWERS NOTED: 

"ALL 2 0  ERRORS RESULTED WHEN THE TROUSLE REPORTS WERE 

CLOSED OUT. THE I K I T I A L  VER CODES D I D  NOT I N D I C A T E  ;AN 

OUT-OF-SERVICE CONDITION, AND NO T E S T  NARXRTIVE WAS 

PRESENT TO I N D I C A T E  AN OUT-OF-SERVICE CONDITION 

E X I S T E D .  ALL XEPORTS WERE STATUSED OUT OF S E R V I C E  A T  

CLOSE BY THE MAINTENANCE ADI5INISTRATOR WHO HANDLED THE 

PAC FILE".  THEY ALSO HAVE A S E C T I O N  CALLZD SECTION E ,  

PART Z, W I i I C i i  IS OUT-OF- SERi ' ICZ S T A T Z S I K G .  HERE THE 

T'fS? XESULTS INDIC>.TE OUT-O?-SERVICE, 3UT, D E S P I T E  

X @ S E  INDIC.?.TIONS, Tz0Uz.L: Ij.::?03T Is ~ T > . T Z S ~ I )  NOT 

O:;T-o~-Sz?\\:ICP. 

. .  

. 

- 

.-., w;rJ.T RESULT DOES SZCK A ST.L.TSSII;'G CHAliGZ 5.4VE WIT4 

XESPECT TO THE P S C  XEPORTING 3EQUIRE!<INTS? 

TJilS WOULD TEND TO X D U C E  TSZ X U Y S E 3  0' ? O T E N T l h L  

I E S S E S  B Y  CALLING .:.!: OUT-O:-S~?,vICz Rf:?0'3T, ..,. V<rlICK IiAS 



4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17  

18 

i c  - <  

23 

21 Q. 

22 

23 

24 

T O  BE -FIXED KITHIK 24 ZOdRS, >-I< A F F E C T l Y G  S E R V I C E  

XEFORT, i W I C X  iKXJLD F:OT KLVf ?C ?,E -=ZXZ9 l<ITiiI?i 2 4  

HQURS. I N  199@ UNDf3 T%L? CATEGORY TYFY S.W?LED 60 

REPORTS AND THEY FOUND 27 DE\'IATIONS FOR A 4 5  PERCENT 

ERF.02 ?ATE. >.X3 A I S 0  I?: T2E l 2 - C . O  KL-Lh:Z ?:ET30 EEV1E:J 

UNDER THE HEADING O? OUT-OF- S E R V I C E  ST.E.TUSING 

RECOMMENDATIONS, TiiZ RZVIZIJER S A I D :  "ADDITIONAL 

T R A I N I N G  ON OUT-OF-SSRVICE STATUSING AND T E S T I N G  

PROCEDURE NEEDS TO EF DONE I F X E D I A T E L Y .  EMPHASIS  . . 

SHOULD ALSO BE ILACED ON THE PAC FILE lQ- BECAUSE T H I S  

JOB I S  ROTATED MONTHLY AKD TEST 0-Y WORK ITEMS A R E  A 

PART O F  T H I S  JOB. ALL H A ' S  SHOGLD BE PROVIDED WITH T H E  

. 

- 

OUT-OF-SERVICE 205 AID.  SUPERVISORS SHO'JLD > L S O  BE 

FAMILIAR WITH TSE OUT-OF-SERVICE VER CODES AND 

STATUSING".  I N  EFFECT THEY'VE STATED T H E  SAME T H I N G  

THEY STATED TEE YEAR 3EFORE AND TSZ Y E A S  BEFORE THAT. 

THEY FOUND THE S A X  ?i?OSLEI* EVZRY YZAR, THEY YADE THE 

S.LTE RECOMI*IEND.?-.TIOXS 3 S 2 Y  Y E A ? ,  A x 9  T E E  S>-YE 3ROBLE:M 

CC)14T:!<L.'2E y.s.3 .;T?zx 
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17 

16 
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2 0  
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22 Q. 

23 

2: 

25 

IT WOULD HAVE BEEX IN JUNE CF 1986, .L.KD THAT WAS AS A 

RESULT OF THE STAFF XE\'IZk: CaXDUCTEC i 7  ' X Z  NORTH DADE . 

MAINTENANCE CENTE?.. I!? THAT RE\'IEIZ UKDZR THE "DLlT- Of ... 

S E R V I C E ,  TEST OKAY" S E C T I O K ,  SECTIOEj E, PART 3 O F  THE 

2EVIEW, THiX SXN?LZD 2 5  RZPORTS AXE ? T > K D  21 ZRRCRS ?OR 

AN 8 4  PERCENT DEVIA.TIOIi. T2Z REVIEKER NOTED I N  THE 

RECOMMENDATIONS PORTION O F  EiS REPORT: "OUT-OF- 

S E R V I C E  STATUSING OK TEST OKAY TROUSLES NEEDS TO BE 

REVIEWED I N  T H I S  CSCC. THE OVERSTATING O F  THZ OUT-OF- 

S E R V I C E  EASE I N  T H I S  CSCC I S  HAVING >. DRAMATIC IMPACT 

ON T H E  O F F I C I A L  RESULTS IN T E Z  OL'T-O?-SER\'.iCE OVER -24 

HOURS, AND ANALYSIS WOULD BE I M P O S S I 3 L Z " .  THAT WAS 

FROM THE J U N E ,  1988, S T A F F  RZVIEW O? NOXTTH DADE. 

S H I R L E Y  PERRING D I D  A COVER LETTER TO YANNY CARRENO, 

WHO WAS THE MANAGER O F  THE NORTH DAD2 Y'INTENANCE . 

CZNTER,.FORWARDING THIS R f P 3 R T .  SHIZLSY PERRING ALSO 

. 

- 
i-.-- 

TESTIFIED THAT SEE WAS so  CONCZRNED .mom THIS 

S I T U L T I O N ,  THAT S E Z  KENT OC L I N D A  ISZtCHOU?, P.KD TOLD 

..-- .1=n >.3OUT TXZ ??.O:-LZ!.'S T2zy i.:zzz E.:.-,.-:::> I:; SOL'Td 

FLORIDA.  

- -  
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2 5  

A. NO, NOT AT THAT T I M E .  

Q .  YOLl PREVIOOSLY T C S T I f l E I ?  TH&T YOU l iZRE > W A X 5  O F  - 
ALLEGATIONS FAD2 BY FRANK F A L S E T T I ?  

2. YES. AS I STATED ?F!Z\'ICUSLY, -FALSZ""I I N I T I A L L Y  14ADZDZ 

H I S  ALLEGATIONS ABOUT THE F A L S I F I C A T I O N  O F  MAINTENANCE 

RECORDS T O  THE PSC THROUGH A S E R I E S  OF COMMUNICATIONS 

FROM H I S  LAWYER T O  THE U . S .  ATTORNZY, THE F B I ,  AND T H E  

FCC WHICH WERE BEGUN I N  1985. 
. 

- 
Q. ARE YOU AWARE O F  ANY SUBSEQUENT COK?lUNiCATIONS FROM 

F A L S E T T I  REGARDING THE F A L S I F I C A T I O N  O F  R E P A I R  RECORDS? 

- -  

A .  YES. I N  JANUARY O F  1989, FRANK F A L S E T T I  WROTE SOUTHERN 

BELL EANAGEMENT AND COMMUNICLTED E S S E R T I A L L Y  T H E  SAME 

INFORYATION ABOUT THE F A L S I F I C A T I O N  THAT WAS I N  T H E  

O i l I G I N h L  LETTERS T O  THE F31 AND U . S .  ATTORNEY THAT CAME 

T O  T i E  >.??ENTION G? ?EX ?SC.  

Q .  WHAT EA??ZNED TO F A L S E T T I ' S  LZTTE?. TC SOLTTHEEIN S E L L ' S  

KA.NAGEMENT1 

L. . F A L S E T T I ' S  LETTER WAS TURI22D OVEF! TC SOUTHERN B E L L  

SECURITY FOR I N V E S T I G h T I O M ,  AND T E Z  MATTER WAS ASSIGNED 

T O  AN INVESTIGATOR NAMED IiARRY VAK GORDON. I N  

A,P?ROXI."ir.TELY FESRYARY 0' 1924 ~ S 3 R Y  V>.N GORDON 

- - 
- 5: - 
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INTERVIZWED LINDA ISZNHOUR, UHO WAS ?SL'z GENERAL YANAGER 

A T  THAT TIE:. Kif X K E E  EEX ABOUT -=F.AKK F A L S Z T T I  AND 

E15 ALLEGATIONS. ISENHOUR'S RSSTONSF: WAS THAT,  - 
" F A L S E T T I  WAS NOT ACCEPTING NECESSAXY CXANGES W I T H I N  

THE E U S I N E S S .  "SEE ALS3 T3L3 \'A?: GCRDOK TW.T FALSZTTI 

"COULD BE DANGEROUS T O  E I K S E L T  P.ND OTHERS. " ACCORDING 

T O  VAN GORDON, LINDA ISENSOUR ASSURED H I M  THAT T O  HER 

KNOWLEDGE, "THERE HAS NOTHING WRONG K I T H  ANY O F  T H E  

MAINTENANCE CENTERS. " 
. 

- 
D I D  VAN GORDON DO ANYTHING OTHER THAN TALK T O  L I N D A  

ISENHOUR T O  INVESTIGATE THE ALLEGATIONS MADE BY FRANK 

F A L S E T T I  ? 

NO. HE D I D  NOT, DZS?ITZ THE FACT THERE WERE ANY NUMBER 

O F  DOCUHENTS WHICH HE COULD HAVE EXAMINED, A S  W 5  D I D  

DURING OUR I N V E S T I t A T I O N ,  IWTCF! WOULD HAVE 

SUBSTANTIATED THE ALLEGATIONS KADZ BY F A L S E T T I  . 
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2 

3 

4 Q. 

5 

6 A. 

7 

a 

9 Q. 

10 

11 

12 A. 

13 

14 Q. 

15 

16 

17 A. 

16 

19 Q. 

2 0  A .  

2 1  

22 Q. 

23 A. 

24 

ACCESS TO ANYTEING '3'E.T TEEY WAXTED FROM WITKIN THE 

COMPANY. 
- 

SO THEY COULD HAVE ASXEE FOR DOCUMENTS AND COULD HAVE 

INTERVIEXED PEOPCL A T  T'EZ !'AINTZXhNCZ CTl\'TEXS? 

ABSOLUTELY. T H E  COL'LD SAVE IXTERVIEWED PZOPLE AND 

THEY COULD HAVE 0BTP.INED DOCUEENTS . 
. 

TO THIS POINT, ARE YOU AWARE O F  WHETHER THE SOUTHERN 

BELL INVESTIGATORS INTEX'IZWED ANYONE AT A MAINTENANCE 

CENTER? 

HO, THEY DID NOT. 

- 

. -  

DID THEY LOOX AT A SINGLE DOCUMENT REGARDING FALSETTI'S 

ALLEGATIONS OR THE COMEIENTS OR RECOMMENDATIONS OF THE 

STAFF RZVIEI4S O F  TX- '<I.LP!I MAINTENANCE CENTER? 

NO. 

DID THEY TOOK AT .:..h'YTt:IXC-? 

NO. 
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AND I S  ZT CORRECT T3.E.T ??. VAK C - O X D S ' S  EX?%NATION FOR 

NOT L30KING AT ANYTEINC ii>S TS..? XE EAD TALKED T O  LINDA 

ISENEOUR C O U X E 9  ' d I 3  TXZ FACT TYAT MR. FALSETTI WASN'T 

WILLING T O  PROVIDE H I M  I Z T H  DOCUEXTATION? 

EAsEE o>< ".-ST T. --. m...,? TEAT * s C O R i i C Y .  a'.- _ _ L _  -h:ii FALSZTTI WOULE 

NOT G I V E  HIM ANY ORIGINAL. D O C U K E K S  AND THE FACT THAT 

L i N D A  ISENHOUR TOLD H I E  THERE WAS NOTHING WRONG WITH 

ANY O F  THE MAINTENANCE CENTERS, HZ CLOSED H I S  

INVESTIGATION.  

. 

- 
WHAT If LINDA ISENHOUR OR ANOTXZR SOUTHERN BELL MANAGER 

HAD TOLD VAN GORDON TO INVESTIGATE,  %HAT WOULD H E  HAVE 

DONE? 

I ASSED H I X  THAT QUESTIOX, AND EE S A I D ,  S P E C I F I C A L L Y ,  

THAT HE WOULD HAVE PURSUED T H E  INVESTIGATION AND 

UNDOUBTZDLY WOULD HAVE.?OL'ND WEAT iir FOUND. T H A T  WAS 

HIS O P I N I O N  AT ANY RATE. 



I N V E S T I G h T I O N ,  AND L'ST EC WAS THE LEAD INVESTIGATOR.  

A S  HE DESCRIBED I T  T O  K2, AFT23 A LEIJC-TEY 

I N V E S T I G A T I O N ,  HE WAS ABLE TO CRACK THE CASE AND G E T  

SEVERAL PEOPLE ARRESTED. 

1 

2 

3 

4 

5 

6 Q. WOULD YOU SAY THAT PhRTICUL2.R I N V E S T I G A T I O N  WAS A T  

7 LEAST A S  COMPLEX A S  T H I S  ONE? 

8 A. I WOULD SAY I T  WAS MUCH MORE COMPLEX THAN TEIS ONE. 

9 
. 

1 0  Q. YOU PREVIOUSLY MENTIONED A S T A F F  RZVIEW-THAT TOOK PLACE 

11 I N  MAY O F  1989,  I S  THAT CORRECT? 

12 A. T H A T ' S  CORRECT. 

13 

14 Q. AND THAT WOULD HAVE BEEN A FEW MONTHS AFTER MR. VAN 

15 GORDON TALKED TO LINDA ISENHOUR? 

1 6  A .  T H A T ' S  CORRECT. 

17 

1 6  Q. WOULD YOU PLEASZ D2SCR13E TXE RESYLTS Of THAT STE.FF 

- 

19 ~~171zi i?  

2 0  h .  THERZ WAS SOME COXTUSIO!d A N D  QiiZSTIOX AS TCI i iHO 

2 1  ACTUALLY D I D  THAT STAfF 3EVIEI:,  A?C3 T 3 E  REASON 'OR T E E  

2 2  CONFUSION WAS TiiAT I.rZ KZRZ O!<LY GZVZK ? I ? C E S  OF THE 

23 COMPLETE STAFF REV1EI.I. IN GOING SACK AND TALKING T O  

2 4  THE PEOPLE WHO lu'ZXf INVOLV2D IN S T A F F  REVIEWS AT THAT 

2 5  T I K E ,  I T  WAS HA!'.?TOI\' EOOKCE2'S 9Z:ST RZCOLLECTION THAT %E 



PROBABLY CONDUCTED THAT REVIEW. BOOKER S A I D  THAT I F  iiE 

HAD CONDUCTED THE REVIEW, EE WOULD HAVE N O T I F I E D  H I S  

S U P E R V I S O R  Of THE RESULXS. 
- 

1 

2 

3 

4 

5 Q. I S  I T  CORRECT TXAT T H I S  S T A F F  REVIEW A L S O  F O m D  THE 

6 SAME PROBLEM WITH BUILDING THE BASE CONTINUING I N  SOUTH 

7 FLORIDA? 

8 A .  YES.. 

9 

10 Q. AM I CORRECT I N  UNDERSTANDING THAT ACCORDING T O  THE 

11 TESTIMONY YOU RECEIVED,  THERE WAS INFORMATION RECEIVED 

12 BY L I N D A  ISENHOUR I N  JUNE O F  1988 THAT THERE WERE 

1 3  PROBLEMS REGARDING INTENTIONAL BUILDING OF THE BASE I N  

1 4  SOUTH FLORIDA? 

- 

15 A .  YES. 

1 6  

17 Q .  WAS T % I S  1NFORMP.TION RECEIVED BY LINDA ISENHOUR ?RIOR 

TO ?XAh'X FALSETTI'S hLLEGATIONS? - 0  IO 

19 I... YES. SZIE NOT ONLY F.2CZIVZD INFORMATION P R I O R  T O  

2 0  F A L S Z T T I  ' S ALLEGATIONS , SHE RECEIVED . FALSETTI  ' S 

2 1  A.LLEGI..TIONS, SEE RECEIVED S I M I L A R  INFORMATION A FEW 

2 2  

2 3  

2 2  

2 5  

MONTES AFTER F A L S E T T I ' S  ALLEGATIONS I N  MAY O F  1969, 

AND, F I N A L L Y ,  SHE RECEIVED ESSENTIALLY TEE SAME 

IXFORTi.TIOI4 AGAIN I N  AUGUST, 1 9 9 0  WHEN THE NORTH DADE 

STAFF REVIEW WhS DONE. FURTHERMORE, I N  TiiE 1 9 9 0  S T A F F  

- -  

I 

- 5 s  - 
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2 2  

23 
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-..-” REVIEW UNDER SECTIOIU‘ E ,  ?ART 3, SATPLED 50 TROUBLE 

XEPORTS AND FV.il\’D 3 5  E E R O X  FOE .:. 76 ?ZRCENT DEVIATION 

PATE. - 

STAFF REVIEW? 

YES. I FOUND I T  E S P E C I A L L S  I N T E R E S T I N G  TO NOTE THAT Ih’  

THE F I N D I N G S  OF THAT REVIEW I T  SAYS: “ALL OF THESE . 
REPORTS WERE CLOSED BETWEEN AUGUST ~ O T H ,  1990,  TO 

AUGUST 31ST, 1990.  A L L  BUT TWO WERE DONE BY THE SAME 

FA“, WHICH REFERS TO THE’KAINTENANCE ADMINISTIViTOR. I N  

THE RECOMMENDATIONS PORTION O F  THAT R E V I E H  I T  SAYS: 

- 

“OUT-OF-SERVICE STATUSING OF TROUBLE REPORTS CLOSED TO 

TEST OKAY NEEDS T O  BE ADDRESSED. T H I S  CAN BE DONE 

UNDER S P E C I F I E D  G U I D E L I N E S .  THE REPORTS SAMPLED D I D  

NOT MEET THESE G U I D S L i N E S  A N D  WERZ SCORED AS SUCH TO 

HELP MZET AN O B J E C T I V E  I N  JEOPARDY O F  BEING MISSED“. 



8 

9 

10 

11 A. 

1 2  

13 

14 

15 

16 

17 

18 

1s 

2 0  

21 

i 2  

23 

24 

DEFICIENCY WAS L I K I T E D  TO WHAT 3SYl.INED O F  THE MONTH. 

ALTHOUGE I T  I S  H 3 T  THE ONLY ? Z C 2  IHVESTIGATORS SHOULD 

LOOK, XEVIEb?ING ??!E PNI! O F  TYE 3OXTE FClX EXY RfP3TtTINf  

"BLIPS" SHOULD EAVE SEEN P.N OS\'ICUS START FOR ANY 

EZVIEW 01; INVSTIGATISK. 

COULD YOU I N F E R  FROK THE FACTS THAT T H E S E  REPORTS WERE 

A L L  CLOSED ON THE LAST TWO DAYS O F  T H E  MONTH, THAT I T  

WAS DONE AT T H E  LAST MINUTE TO MEET REPORTING 
. 

REQUIRENENTS? - 
YES, YOU COULD. IN  FACT, I ASKED THE PEOPLE INVOLVED 
I N  THAT S T A F F  REVIEW ABOUT THAT,  AND THEY S A I D  THAT 

WHEN THEY SAW THAT A L L  O F  THOSE REPORTS HAD BEEN CLOSED 

I N  THAT ONE, TWO-DAY P E R I O D  R I G H T  AT THE END O F  THE 

MONTH, I T  WAS OBVIOUS T O  THE)! THAT THEY HAD BEEN 

F A L S I F I I D  IK O R E R  TO MEET THE P S C  O B J E C T I V E .  THEY 

ALSO S A I D  THAT THEY WOULD ROUTINELY LOOK FOR E N D  O F  T H S  

MONTH BLIPS TO DISCOVER ANY F.A.LSI?IC.kTION I N  RECORDS. 

ir'HZ:W ASKED THE:<: "i.:EL.L, ;.jx.:.T X? SOyTQ]<s  7.; , -. P. 

UXNTEXE.NCE CESTf?. iERE F&LSI?:ING Ti2 2ECO2DS DURING 

THE MIDDLE O F  THE KONTF?"hND TTIE.1' SF.19: "WELL, THEY 

PROBABLY WOULDN'T HAVE SIPCTTZ3 THA'T BZCAUSE THEY ONLY 

LOOK A T  THE U S T  TWO DAYS O F  T H E  MONTH". 



1 Q. IGNORING THE FACT THAT A B L I P  ANY ?7L=.CE I N  THE MONTH 

2 SHOULD 32 SUSPSCT? 

3 A .  YES. 

4 

5 Q. 

6 

7 A. 

8 

9 

10 

11 

1 2  

13 

14 

15 

16 

ii Q. 

1 6  A .  

? a  
_ /  

2 0  0 .  

WAS THSRE >.NY S0L'THEP.X BELL FP.NAClE?.l.kS RESPONSE T O  T H I S  

LAST STAFF REVIEW I N  1990) 

YES. THE RESULTS O F  THE S T A F F  REVIEW INCLUDING THE 

RECOMMENDATIONS THAT I JUST READ WERE GIVEN BACK TO THE 

MANAGERS A T  THAT MAINTENANCE CENTER I N  A FEEDBACX 
. 

S E S S I O N .  L I N D A  ISENHOUR WAS PRESENT A T  THAT S E S S I O N  

AND AFTER HEARING THAT THE TROUBLE REPORTS WERE 

IMPROPERLY SCORXD I N  ORDER T O  MEET AN O B J E C T I V E  I N  

- 

JEOPARDY OF BEING M I S S E D ,  SHE THEN OPENED AN 

INVESTIGATION TO DETERYINE I F  F A L S I F I E D  REPORTS WERE 

BEING USED T C  NEET THE PSf O B J E C T I V S .  

AND TEIS WAS I N  1990? 

YES, IN SEPTE!.tBS:R O F  1S9C. 

21 FALL Of 1988. ARE YOU AK.;.XE 0' \WE:TUZR SHIRLZY PERRING 

i2 HAD OCCASION TO !+EST NITE 9ER SU?SX: iSOR CONCZRNING THE 

2 3  F I N D I N G S  THAT SHE HAD SEEN I N  SOUTH FLORIDA? 

2 4  A .  YES, SHE MET V?ITH ROBERT RUPE, WHO V?AS THE OPERATIONS 

2 5  I.IANAGF3 ?OR THE S T A F F  SECTION hND SSE STATED THAT SHE 

- 6 2  - 



7 Q. D I D  YOU ALSO HAVE OCCASION T O  TALK DIRECTLY T3 ROBERT 

B RUPE TO VERIFY WHETHER, I N  FACT,  HE HAD THE SAME 

5 RECOLLECTION OF THE CONVERSATION WITH JACK SELLERS? 

10 A .  YES, I DID.  HE STATED THAT E2 EAD A VAGUE RECOLLECTION 

11 O F  A MEETING WITH SZLLEERS, B'JT THAT H Z  COULDN'T 

12 RECALL SPECIFICS OR THE ..TOPIC OF CONVERSATION. nE 

13 ADDED.HOWEVER, THAT I T  SHIRLEY PZRRING S A I D  HE HAD TOLD 

14 S E L L E R S  HE WAS CHEATING, THEN HE HAD. 

15 

1 6  Q .  I S  I T  CORRECT THEN THAT DURING THE COURSE O F  YOUR 

17 INVESTIG>-TION,  YOU DISCOVERED TH>.T IN 158s LINDA 

18 ISENHOUX, S E I R L Y Y  ?ERRINS, ROZERT F J P E ,  JACK SYLLERS 

15 AND EANPTON 303KZ:R I.;fxz ALL AI<ARE 0' ":-:E STRO!<G 

2 0  1 - ~ h ~ l r i 1 ? 0 0 D  --'-- -' TX.ST TEERE i A S ,  "CXEATIKG" G O I K G  01; RELS.TED 

2 1  TO F E F A I 3  RECORES? 

2 2  3.. YES. I...?.- i> C3RXSCT. - -  
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20 

21 
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24 Q. 

25 

UNCOVER THE CAUSE Of THE R E P > J R  RECORDS F a U D  AND T O  

CORRECT THE SITUATION? 

AS FAR A S  I COULD DETERMINE, TEEY D I D  NOTEING TO 

I N V E S T I G A T E  OR FERRET OUT ANY V I O J A T I O N S  OR 

F A L S I F I C A T I O N  O f  RE?AIR RZCOXDS I N  1986. AND, I N  FACT,  

T H E  PROBLEM AS NOTED I N  THE S T A F F  RZVIEWS GOT 

PROGRESSIVELY WORSE EACH YEAR FROM 1988 T O  1990. THE 

ONLY-THING THEY APPEARED TO DO WAS K A I N T A I N  THE STATUS 

QUO, WHICH WAS TO CONTINUE TO R E F E R  THE S T A F F  REVI€W 

RESULTS T O  THE YAINTENANCE CENTERS FOR THE PEOPLE I N  

THE MAINTENANCE CENTERS TO DEAL WITH I T  AS THEY SAW 

FIT.  OBVIOUSLY THAT SYSTEM D I D  NOT WORK S I N C E  THE 

F A L S I F I C A T I O N  NOT ONLY D I D  NOT S T O P .  BUT CONTINUED T O  

G E T  WORSE. 

- 

DO YOU UNDERSTAND W:iY THE ? A I S I F I C A T I O N  CONTINUED AND 

WHY NOTHING WAS DONE TO S T O P  I T  FOR S O  LONG? 

I DO NOT. NO ON2 1,i't.S ADZpdATEL'? ASL5 T O  E X X ? . i N  TO ME 

\qEy T.U,IS Ix-z(jpJ"p..TI.~.2' THAT TSZy >;.EJ - Top LEVEL 

I5l.NAGEP.S HAD - I N  1988 HAS NOT FXOVIDED T3 SECURITY S O  

THAT t. TRUE INVESTIGATION CCGL2 OCCUR A T  .: TIME WHEN 

I T ' S  OBVIOUS MANAGZMENT KNEK ASOUT I T .  
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23 

-- WORK IN THE ~ ~ I N T E N A N C ~  ;"NT<KS A: TVZ:V WERX vw.aL.z TO 

ACHIEVE T H E I R  O s J E C T I V E S .  

XAVE FOR CONSTANTLY F A L S I F Y I N G  T H E I R  R E P A I R  RECORDS AS 

OPPOSED TO MERELY REQUESTING ADEQUATE PERSONNEL? 

WELL, T H A T ' S  INTERESTING QLLESTION. I T  APPEARS THAT 

SOUTHERN BELL D I D  HAVE AN ECONOMIC KOTIVATION F O R . N O T  

H I R I N G  ADDITIONAL REPAIR OR PI-INTENANCZ CENTER 

PERSONNEL. THE REASON, OR AT LEAST ONE REASON, I S  THAT 

SOUTHERN BELL,  I N  ITS 1983 RATE CASE,  WAS GRANTED I N  

ITS RATES REVENUES ASSOCIATED WITE THE ShLARIES OR 

WAGES AND FULL B E N E F I T S  FOR A CERTAIN LEVEL O F  R m A I R  

AND MAINTENANCE PERSONNEL. NOW, ACCORDING TO TESTIMONY 

I RECEIVED AND DOCUMENTS 0BTZ.INED FROM SOUTHERN B E L L ,  

AFTER THE 1983 RATE CASE T H S  COMPANY SYSTEMATICALLY 

KaAT MO?':V.:.TXON WOULD THEY 

- 

. 

BEGAN DECREASING THE NUMBER OF EMPLOYSES IN YAINTENANCE 

CSNTZRS WHO D I D  REPAIR WORK. WHEN THEY DECREASED T H E  

NUMBER O F  YiUNTENANCE WORKERS, TES!?, O F  COURSE, NO 

LONGZP. HAD TO PAY THOSE SAlG.3IEC OR B E N E F I T S  BECAUSE 

T S O S E  POSITIOXS NO L.3NGER E X I S T S ? ,  SOUTUERN 3?LL, 

HOWEVER, WAS S T I L L  GETTING F I L L  SE.LAi?V E.%D B E N E F I T S  €02 

THS U R G E R  NUMBER O F  EMPLOYEZS AND COULD DIRECT THOSE 

SAVINGS T O  ?ROFITS. 
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S O  E I R I N G  ADDITIONAL Y-~.I!PENhNCE E:NPSOYEES T O  FEET THE 

p S C ' S  QJALITV O F  S E R V I C Z  0 3 J E C T I V E S  K.;OULD EP.VE RZDUCED 

?ROFITS?  

Y E S ,  O F  COURSE I T  WOULD lihVE. T O  T S Z  EXTENT THAT I T  

OCC'JKRED, TXE * A L ~ ~ Z ~ C A ' I I G S  - - - - -  O? iXZ?>.I?. REtORDS NCT ONLY 

GAVE THE APPEARANCE O F  ?:EETINC THE P S C ' S  O B J E C T I V E S ,  I T  

ALSO SAVED MONEY. ADDITIONALLY, T3ERE WAS THE 

P O S S I B I L I T Y  THAT H I R I N G  ADDITIONAL WORKERS COULD HAVE 

FORCED SOUTHERN BELL I N T O  A RATE CASE,  WHICH COULD 

HAVE, I N  TURN, RESULTED Ih' THEM GETTING A LOWER ALLOWED 

RETURN ON T H E I R  EQUITY INVESTMENT. 

. 

- 

WHAT DO YOU BASE THAT STATEMENT OX? 

I AM AWARE THAT I N F L A T I O N  RATES, MOXEY PATES GENERALLY, 

AND THE COST O F  EQUITY MONEY BEGAN ?ALLING AFTER 

SOUTHERN BELL HAD ITS FSTE CASE I N  1583.  

YES, I D I D .  I AKD SEVEfU.i OTSZP, IKYZSTIGATORS WENT 

TEROUGS THOUSANDS AND THOL'SANCS G C  COMPLAINTS YIADE TO 

THE P U B L I C  S E R V I C E  COMMISSION BY SUBSCRIBERS OF 

SOL'THERP! B E L L  €RON A L L  O'?ER THE STATE, AND 1 SELECTED 

THOSE b?HERE I T  .i=.??Ef.ilED TE.F.T TL'E CZ!,I?Lb.INT \<AS FOUNDED 
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Q .  D I D  THE INFORMATION YOU FOUND AS A RESULT OF SEARCHING 

THROUGH THE P U B L I C  S E R V I C E  COMMZSSION'S P U B L I C  

COMPLAINT RECORDS TEND T O  CORROBORATE THE ALLEGATIONS 

YADE BY FRANK 'ALSETTI T O  THE FEDE-L AGENCIES I N  

MARCE, 1 9 6 5 ,  WHICH KERE FORWARDEC T O  TH2 FLORIDA P S C  I N  

XTf-2965, AND THE .ALLZC-ATIO."S I!< EIS L2:TTER TO 

SOCTSSXl\' 32LL IV~NAGZKENT I14 Z.&lW.A3Y OF l985? 

A .  YES,  I T  D I D .  CLEARLY I H A D  SUBSCRISZRS C O M P L A i N i N G  TO 

THE ?SC THhT THEIP. PSONZ WAS OUT FOR T H R E E ,  'OUR, F I V Z ,  

SIX DAYS SONETINES AND TZEY k:ANTZD THEii? TZLZ?SONES 

FIXED R I G H T  AWAY. 
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2 5  

WAS THIS COMOARISON OF COiXPLAINTS T O  THE TROUBLE REPORT 

RECORDS SOMETHING THAT SOUTHERN BELL OR ANYONE ELSE 

COULD HAVE DONE? 

YES. ANYONE WITH ACCESS T O  SOUTHERN B E L L ' S  RECORDS AND 

THE CUSTOMER COMPLAINTS T O  THE PSC COULD HAVE 

. 

- 

DETEPXINED THE R E P A I R  RECORDS NERE BEING F h L S I F I E D  A T  

ANY TIME OVER AT LEAST T H E  LAST F I V E  YEARS. 

THAT WOULD BE I F  THEY WERE AWARE O F  THE ALLEGATIOXS AND 

THEY CHOSE TO INVESTIGATE THOSE ALLEGATIONS? 

ABSOLUTELY. 

ARE YOU A W A E  OF WHZ:TEZ:R THE ? S C ' S  COx'SU!G.T;. AFFAIRS 

D I V I S I O N  FORKARDS C O P I E S  O F  CUSTOMERS ' CO!CPTUINTS TO 

THE UTILITIES THAT ARE INVOLVED? 

YES. I T  IS HY UNDERSTANDING THAT THE P S C ' S  CONSUMER 

AF-FAIRS PERSONNEL FOXKXID C O P I E S  O F  ALL COM?LI.INTS TO 

THF INVOLVED UTILITY. 
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IF THAT I S  CORRECT, SOUTEERK SELL SOUL2 .%\'E BEEN I N  

POSSESSION OF COPtES O F  ELL O F  ITS CUSTOMERS' 

C0MPWIN'T.S h1;G LZKELY 1WUL3 S>.VE X I S L F D  THE P S C  I N  LTS 

RESPONSES T O  THOSE COMPLhINTS I F  TEE C O M P W I N T  INVOLVED 

h TROUBLE REPGET TEA? SAD 3ZZN -?.2I,SIFIS" AT THE 

Yi INTENAKCE C E R T Z 3 ,  XSULDN ' T  IT?  

YES, I T  PROBABLY WOULD HAVE. 

. 
NOW, WE'VE DISCUSSED S T A F F  REVIEWS THAT OCCURRED DURING 

THE TIME FRAME hROUND 1988. WAS THERZ ANYTHING GOING 

ON IN THAT PERIOD AROUND 1988 THAT YOL' ARE AWARE-OF 

THAT WOULD HAVE HAD ANY POSSIELZ IMPACT OK SOUTHERN 

BELL'S RhTE O F  RfTURh7? 

YES. I T  I S  MY UNDERSTANDING THAT SOCTEfRN BELL 

UNDERWENT A RATE REVIEW AT THE P S C  THAT RESULTED I N  T H E  

PSC G I V I N G  I T  h NEJ?' ?OX< O F  Ih 'C2KTIVE W.TEVAKING ON 

NOVE?IBER 15TH OF 1 0 8 E .  

RECO2DS FALSI F I  C.kTI3!i? 

AS I UNDERSTAND IT, THE INCENTIVE iLr.TS!.*AKING D I D N ' T  

LIMIT s o u T n E R N  BELL TO A SO-CALLED ZEASONABLE RATE OF 

RETURN THAT I T  i i A 3  3EEN R E C E I V I N G  UNDER TRADITIONAL 

Fs..TZ!J&!iINC. A L S O  %IS ?.?OGRW GAVE TEZW E.N INCENTIVE 
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T O  EARN MORE BY BEING MORE E F F I C I Z N T ,  WHICH 

THZORETICALLY WOULD INVGSVE THEM FilRTHER REDUCING THE 

lJUNBZ2 CV ENPLO'iEES.  SC. I T  COULI? HELP SX?L?.IN T H E  

REDUCTION I N  THE NUMBER O F  EMPLOY2ZS. ADDITIONALLY, 

EASED ON TES'PIMONY I XZCZIVED, THE EMPLOYEES C!? 

SOUTHERN BELL WERE G N E R  THE I M P R E S S I O N  THAT T H E I R  

L ~ F I C I E N C Y  I N  REPORTING R E P A I R S  BEING F I X E D  WITHIN 2 4  

'HOURS WAS AN IMPORTANT INDICATOR O F  WHZTHER OR NOT Z H E  

COMPANY WOULD R E C E I V E  P&TE.INCREASES.  THEREFORE, THE 

I N C E N T I V E  PXOGRA!! THAT I,2E.S, I N  F A C T ,  ADOPTED I N  

NOVEMBER OF 1986 COULD HAVE BEEN ONE P O S S I B L E  

MOTIVATION FOR TOP-LZVES .MANAGERS T O  AVOID MAKING ANY 

Z S S U E  O F  THE FACT TiIAT TZEY IV'ERE AWARE OF ALLEGATIONS 

CONCERNING R E P A I R  FRAUD IN 1986. AS AN INVESTIGATOR,  

ONE O F  THE T H I N G S  I ' M  ALWAYS CONCERNED WITH I S  THE 

XOTIVE O F  T 3 E  ALLEGED ?E:?.PETRATOR O F ' A  CRIME. HERE WAS 

ONE EXAMPLE OF A VERY STRONG P O S S I B L E  ECONOKIC MOTIVE. 

AND I T ' S  CEZTAINLY XORTYY O? STRONG CONSIDEFOiTI.ON, 

3 P X I E . L S Y  GIVEN T3Z FAC? O F  >.SI. 9F TXE I N S T h N C E S  I N  

1986 OF TO?-LEVEL ?l.kNAGS!.~EI<T BECOKING AWARE OF THE 

-?3.UD, EVEN TO THZ E X ' E ! C  THAT ON? TO?-L2VEL YG.NAGER, 

ROBERT RUPE,  S A I D  TO ANOTHER ONE, THE NORTH DADE 

O P E P A T I O N S  !+iiNAGER, JACK S E L L Z R S  , T H A T  YOU'RE 

CHEATING. AND EVEN THOUGH HE S A I O  T H A T  TO H I M  I N  1986 ,  

i<oTxING W.?PSNED, . N O  IWSSTIGATIG~: I.:AS DONE: AND 

-- 
. 

- 
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THERE'S PROBABLY h VERY GO33 2EASOX TUERE WAS NO 

INVESTIGATION DONE, EXCAUSE TEAT MDGLD HAVE GENERATED 

PUBLICIT?. T i Z  COMPANY iiOULD HAVE 3EfE: COECED, ONCE 

THEY REALLY FOUND OUT WHAT HAD HAP?ENED, TO GO BACK 

AND TESL THE PSt THAT TZi' 3.2 B E Z X  MZSREFCXTING TEINCS 

- 

FOR THE PAST SEVERAL YEARS. THAT VOULD EAVE BEEN A 

HUGE EMBARMSSMENT TO THE COKPANV, .AND IT I Z Y  WELL HAVE 

JEOPARDIZED THEIR INCENTIVE SITUATION, 

APPROVED IN 1988. 

WHICii WAS 

- 
Q. DID ANYTHING ELSE OCCUR AFTER 1986 THAT INDICATED TO 

YOU THAT THE COMPANY WAS CONTINUING TO DEVELOP 

ADDITIONAL METHODS TX%T WOULD EEL? THEN ACHIPVE THE 95 - -  

PERCENT INDEX? .. 

A.  

! 
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11 Q. DOES THAT CONCLUDE YOUR TESTIMONY? 

12 A. YES IT DOZS. 
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- 
SAMPLING OP &-OR INVESTIGATIONS 

R.J.C.O. INVESTIGATION~--SEARS, ROEBUCK AND c o m m  
Roebuck and Company in Florida, and their alleged use of a quota 
system which forced employees to sell unnecessary parts or 
service in their automotive centers. In September, 1992, that 
investigation resulted in an out-of-court settlement in which 
Sears agreed to pay more than $ 2 , 5 0 0 , 0 0 0 . 0 0  in restitution to its 
customers plus investigative costs to the Office of the Florida 
Attorney General. 

In June of 1992, I initiated an investigation of Sears, 

R.I.C.O. INVESTIGATION---MAJOR TELECOMMJNICATIONS COW= 
In 1991, while working as an investigator with the R.1;C.O. 

Section of the Florida Attorney General's Office, an Assistant 
Attorney General and I initiated an investigation concerning the 
alleged multi-million dollar racketeering activity of a major 

order to pursue the alleged criminal activity I was assigned to 
work full time with the Office of the Statewide Prosecutor. As 
lead investigator I have been responsible for reviewing, 
analyzing, and summarizing thousands of documents: locating, 
interviewing, and taking sworn testimony from numerous witnesses: 
and testifying about the results o E  my investigation. This 
investigation is still pending. 

telecommunications company in the southeastern United States. In - 

R.I.C.O. INVESTIGATIOX---SOlJTKERPi BELL TELEPHONE CONPANY 
In 1989 and 1390, I was assigned to work full-time on the 

investigation of Southern Bell and the theft of more rhan 
$1,000,000 in revenue commissions owed to private businesses, 
cities, counties, and state and federal agencies. The 
investigation required the review of multi-million dollar fiscal 
reports, analysis of complex computer generated reports of public 
communications revenue, and the review of more than 5000 
financial contracts. At the conclusion of my investigation 
Southern B e l l  settled the Civil R.I.C.O. violations out Df court, 
and paid approximately five ( 5 )  million dollars in fines, 
penalties, and restitution. 

$16,000,000 FRAUD / EMBEZZLEMEMT I i ~ ~ S T I G A T I O N - - - U ~ ~ R S ~  
CASUALTY INSURANCE COMPANY 

In 1984 I initiated and was the lead case agent in the 
investigation of the failure of Universal Casualty Insurance 
Company and Jose and Carlos Pina, ehe two brothers who owned and 
operated Universal and thirty-one (31) other Florida 
corporations. Besinning in 1985, I presented the results of my 
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investigation to the Federal Grand Jury. 
Universal Casualty required an analysis of balance sheets, income 
statements, general ledgers, and other financial documentation. 
This included the review and analysis of more than 100,000 checks 
and wire transfers of funds. The investigation revealed the 
theft of 16 million dollars and an ultimate loss of more than 60 
million dollars to the citizens of Florida; the Grand Ju,y 
indictment charged Jose and Carlos Pina with numerous counts of 
Tax Fraud and-related crimes,.and both subjects were ultimately 
sentenced to terms in federal pr' Ason. 

The investigation of 

CORRUPTION / ARSON 1 FRAUD INVESTIGATION---ALBERT0 SAN PEDRO 
South Florida Insurance Fraud Task Force whose members included 
the Florida Insurance Fraud Division, Metro-Dade Police 

Hialeah Police Department, and the Dade County State Attorney's 
Office, The Task Force investigations resulted in the arrests 

professionals in Dade and Broward counties. The Task Force 
investigation of 19 arson fires in Dade and Broward ultimately 
led to the full scale corruption investigation of PLBERTO SAN 
PEDRO. 

In 1983 I initiated, organized, staffed, and directed the 

Department, City of Miami Police and Fire Departments, City of - -  

. and convictions of numerous doctors, lawyers, and other 

FINANCIAL INVESTIGATION---INSURANCE AGENT AGENCY 
In 1977 I conducted an investigation of the Robert E. Martin 

Insurance Agency. During this investigation I traced more than 
$1,000,000 in stolen money through 14 different bank accounts, 
two ( 2 )  insurance agencies, and two ( 2 )  finance companies. Based 
on my investigation, Robert E. Martin was arrested and convicted 
of 329 counts of fraud, theft, and forgery. 

MAJOR NARCOTICS INVESTIGATION---JOSE ALVERO-CRUZ 
Beginning on January 31, 1976, with the seizure of 46,OCO 

pounds of marijuana, I was one of two agents assigned to 
investigate a major narcotics smuggler. The results of our 
investigation were presented to a Federal Grand Jury in Miami and 
resulted in the seizure of large quantities of narcotics, the 
seizure of numerous vehicles and weapons, and the arrest and 
conviction of five (5) narcotics traffickefs. It led to 
subsequent investigations which ultimately resulted in the arrest 
and conviction of JOSE ALVERO-CRUZ and JOSE ANTONIO FEFSN:DEZI 
who at the time, were operating the largest marijuana smi?ggling 
ring in South Florida. 
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Teachinq Experience 

"Institute on Organized Crime" 
Metropolitan Dade County Police Department 
Miami, Florida 
Faculty Instructor on the topic of Insurance Fraud 
and Oruanized Crime. 

"Basic Law Enforcement Academy" - 
Miami, Florida 
Instructor on the topic of The Investiqation and Prosecution 
of Insurance Fraud. 

Project Coordinator and Staff Instructor 
Responsible for organizing and conducting regional 
seminars for Police Detectives and Prosecutors 
throughout the State of Florida. 

"Insurance Fraud Seminar for Prosecutors and Police Officers" - -  

"Arson for Profit" Seminar (two weeks) hosted by State Farm, 
Chicago, Illinois. 
Attendee and Guest Lecturer on the topic of Insurance Fraud 
in the State of Florida. 

"F.B.I. Seminar on Arson and Organized Crime" 
Palm Beach County, Broward County, and Dade County, Florida 
Guest Lecturer on the topic of Arson and Insurance Fraud. 

"State Farm Insurance Company Agents College" 
Winter Haven, Florida 
Guest Lecturer on the topic of Insurance Fraud---Recognition 
and Investigation of Suspicious Claims. 

"Allstate Insurance Company Adjusters' In-Service Training" 
Ft. Lauderdale, Florida 
Instructor on the topic of Insurance Fraud---Recoqnition 
and Investigation of Suspicious Clairns. 

State of Florida, Division of Insurance Fraud 
Training Coordinator for 211 Division personnei in all 
aspects of the investigation of Insurance Fraud. 
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I - iNTRODUCTION 

The Tenth Stazewide Grand Jury was impaneled on.July 30, 1991. and 
was seated in Orlando, Florida. ?he Grand Jury has convened almosi 
monthly to investigate allegaiions of multi-circuit, 3rzanize5 - 
crime throughout the State. The Grand Jcry's original term expired 
after twelve months, but was extended to October 30, 1902. ?he 
Grand Jury is adjourning one month early, subject to recall, if 
necessary. 

The purpose of this Report is to record for posterity the work an5 
recommendations of this Grand Jury, with the hope that irs 
collective voice will be heard anC,that the citizens of this State 
will benefit from its efforts. 

11. SOUTHERN BELL TELEPHONE AND TELEGRAPH COMPANY 

We embarked upon our investigation of Southern Bell at the 
beginning of our term. During rhe course of the investigation, we 
heard testimony from numerous witnesses, including &former an6 
current Southern B e l l  employees who held positions ranging fron 
craft -level workers to Company officers. We have also had the 
opportunity to examine a multitude of company documents. 

The-primary focus of our investigation concerned allegations of 
company misconduct in four major categories: (1) the intentional 
overbilling of customers generated by the fraudulent "sale" of 
optional services by Company employees whose primary responsibility 
was supposed to have been the installation and repair -of 
telephones; (2)'the -intentional failure to pay the full amount owed 
for allegedly unintentional customer overbillings discovered during 
the Company's analysis of some of its billing records: ( 3 )  the 
intentional failure to pay required rebates to compensate customers 
who informed the Company that their telephone was out of service; 
and ( 4 )  the intentional failure to properly report trouble and 
repair information to the Public Service Commission. 

Our Legal Adviser, the Statewide ?rosecator, has negotiatee 2 
settlement agreement with the Company. in the nature of a pre-trial 
diversion opportunity, which calls for, among other things:. 

--complete and expeditious reszitution to affected customers: 
--cooperation with the State in any investigations arising out of 

--implementation of revised billing practices, fraud 

--a three year review period, subjecting the Company to periodic 

--funding by the Company of the review program, audits, and 

these matters; 

preventative procedures, and ethics treining: 

audits and compliance monitoring; 

monitoring; 



--discretion t o  void the agreemecr ar.2 .?ursue 

-->anding provided by the Company Io supper?  rosec cut ion Of these 
sllegations. if necessary: 

--no restrictions on the prerogative of the Statewide ?rOSeCCtCr 
to investigate any other allegations of Company fraua, and to 
prosecute where apprcpriate: - 

--a prohibition against including any costs associated with the 
agreement in the rate base of the customers. 

srosecutisn vested in the Statexice P r O S ? . Z 2 t O r ;  

In our Advisory Opiriion, issued this date, we recommended.that the 
Statewide Prosecutor proceed with the settlement of this 
investigation because we believe it to be in the best interest of 
the people of this State. The agreement will provide the Company 
with the opportunity to reform the negctive aspects of the 
corporate environment. However, it will nor exonerate the Company 
for repayment of its debts to our society. We are hopeful that the 
Company wi14 prove. itself worthy of this mique and beneficiE1 
opportunity . 
In closing, it must be noted that the proposed settlement agreernent 
does not contain any "punishment", per se, of the Company f o r  its 
alleged failure to properly report to the Public ServiceComrnission 
actual repair time for restoration of telephone. service to 
customers whose telephones were out of service. This issue was 
raised in our investigation, but we have been advised that the 
United States Supreme Court's ruling H . J . ,  Inc., et al v. 
Northwestern Bell TeleDhone ComDanv, 112 S. Ct. 2306 (1992), casts 
doubr on our ability, or the ability of the criminal courts, to 
directly sanction .the Company for such conduct, if it in fact 
occurred.. We specifically note, however, that the Florida Public 
Service Commission has .both the jurisdiction and concomitant 
discretion to impose severe monetary penalties on the Company if it 
finds that the Company has falsified reports required by PSC rules. 
We therefore strongly recommend that the Public Service Co,nmission, 
in conjunction with its publicly mandated responsibility, 
investigate this matter, exercise its penal authority, take 
into consideration this possible fraudulent conduct on the part of 
the Company in determining an appropriate rate of return. 

111. REGULATING UTILITIES 

Ouz investigation of Southern Bell led 11s to an inquiry into same 
of the regulatory activities of the Florida Public Service 
Conmission, and the rules and statutes governing this f ~ r c t i o n .  

We wish to make it clear that time constraints did not afford us 
the opportunity to fully investigate every issue brought before us, 
but we heard sufficient testimony to convince us that changes must 
be made in this process to protect the utility consumers of this 
State and to renew the faith of the people in its government. 

2 
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-. The recommendations we have proTose6 zre adCressec fz :!?e : io=iCa 
Legislature and the 3 l b l i C  Service COnTiSSrOl?. 'u'e hope ihese 
recommendations will be given serious consideration. 

A.  Parte Communications - . 

In January of this year, we issued an Interim Report entitled. 
"Regulating Utilities - Recommendations to Enhance The~Integrity Of 
the Process." This report discussed the necessity for strict rules 
and laws prohibiting ex Parte communications with Public Service 
Commissioners and Commission staff by utility representatives on 
regulatory matters. We noted that communication to a judge by an 
interested party, concerning an issue to be decided by that judge, 
is prohibited in American courts of law unless all interested 
parties have an opportunity to be present during the communication. 
Such communication is considered improper because it gives an 
unfair advantage to the party with the most access to the judge. 
Since the members of the Com@ssion have respdisibilities 
equivalent to that of a judge, we proposed .a strict prohibition 
against all forms of oarte communication in our interim report.. 

We note with some dismay that the State Legislature has not yet 
enacted any of our proposals. An amendment to the ex osrte section 
of Chapter 350 of the Florida Statutes, though not as efficacious 
as .our suggestions, was passed by the State House of 
Representatives, but it did not come to a vote in the Senate. We 
urge the Legislature to allocate time during its next session to 
consider and pass the recommendations contained in our Interim 
Report. 

- 

E. Prohibitions on Employment of Commissioners 

Immediately after resigning, a former Public Service Commissioner 
recently accepted a lucrative position with +n affiliate of.one of 
the utilities he used to regulate. News reports indicated that his 

appears that nothing restricted the ability of that utility from 
courting the Commissioner during the regclatory process, and 
nothing prevented the Conmissioner from seeking such employment 
during his tenure on the Commission. Cou?led with the almost 
unfettered ability to discuss regulatory matters with Commissioners 
and Commission staff, the existence of such relationships creates 
an appearance of impropriety the Commission CL? ill afford to bear. 

We are therefore concerned that the Legislature failed to enact 
another necessary reform in the many sessions held this year: a 
law prohibiting Public Service Commissioners from accepting 
employment.with the utilities regulated by the Commission. 

starting salary was twice that of his Conmission salary. It 

3 

i 



. _  
.& conrrzcr nade p~rsczz: tc e rslepb?.iz sales cr3:-: 

_.  1 Shall be reduced to writing and signed by the 
consumer. 

2 .  Shall comply with all other applicable l aws  2nd 
rules. 

3 .  Shall match the description of soods o r  services 
principally used in the telephone solicitations. 

1. Shail contain the name, +dc?ress. and tslephone 0: 
the seller, the total price of tr?e contract, and 2 
detailed description of the SOOCS or services being sold. 

5 .  Shall contain, in bold, conspicuous type, 
ipediately preceding the signature, the following 
statement : 

"You are not obligated to pay any money unless you sign 
this contract ana return it to the seller." 

6. M+y not exclude from its terms any.ora1 or'written 
representations made by the telephone solicitor to the 
consumer in connection with the transaction." 

- . 

- 

The'Telemarketing Act further protects the consumers of this State 
by requiring a statement of consumer rights, providing a three day 
right of rescissioa, entitlement to full refund if the Act is 
violated,. and payment of costs of cancellation by the seller. The 
Act a l so  provides for criminal penalties when deception is used in 
connection with an offer to sell. 

Requiring utilities to obtain and maintain written authorizations 
from customers is +n easy method to prevent freca by corporate 
deception. Detection of such fraud should not be the sole 
responsibility of the customer. Many c ~ s t ~ o m e r s ,  perhaps hundreds 
of thcusands of thec, would not know they were p+ying too much for 
phone service unless they rest their phone bill each sonth in 
microscopic detail. assuming they received a detailed bill each 
month. A customer told that the bill for monthly basic service 
will be, for example, SZO pei month, bct not told $6 o f  that 
monthly fee is for option21 services, will in ail probability pay' 
the written bill each month without a quibble. A f t e r  a l l .  that wzs 
the price quoted by the telep3one company representative and. the 
bill matches the price. If the company only itemizes these costs 
in a yearly billing summary, 2nd the customer does not read the 
summary, the customer can easily be given the false impression that 

The Legislature has an obligation to prevent vicrimization of a l l  
the citizens of this State. If the Public Service Commission does 

5 
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30: ;mplenent s:milzr cansumer p;rc:ecricn requirements 53: tke 
utility aczivlties it regulates, :hen the Legislacure sh03;ld szrike 
the exemptions in Sections 501.212 and 501.605, Florida Statutes. 
and subject utilities to the srandards of fair trade practice 
outlined in the Statute. 

- 
D. Cost Allocation Procedures 

.. 
Southern Bell, like other providers of local zelephone service. is 
a regulated utility. In exchange for being regulated by a 
government entity, that portion of the business which is regulated 
is'allowed to charge certain specified amounts to its customers for 
the regulated telephone service it provides. If a utility is 
unable to achieve the minimal level of return to which the PSC 
decides it,is entitled, the company can ask the Commission to 
approve an increase in the amount customers pay for regulated 
telephone service. All of the expenses incurred in the provision 
of regulated telephone service are passed directly on to the 
customers, including the salaries and benefits of ~ 1 1  employees 
during the time those employees are working on a' regulated 
activity. 

By Public Service Commission Rule, the amollnt of time employees 
spend on unregulated activities is supposed to be deducted from the 
amount paid by customers of regulated telephone service. Thus, 
.there arises a question of 'cost allocation." The utility must 
accurately allocate costs so that customers of regulated telephone 
services are not subsidizing the cost of unregulated activities. 
The PSC  is^ charged with the responsibility of monitoring and 
regulating the cost allocation process. 

This question arose in the context of our inquiry regarding the 
sale of certain unregulated optional services by installation and 
repair personnel (regulated). We reached no conclusion as to 
whether the cost allocatioc process is currently being misused, but 
we determined that the opportunity and temptation t3 move salary 
and benefit allocations to the regulated side of a utility appeared 
to be  great^. While not a matter in which we hold a great deal of 
expertise, we have considered the implications of a failure to 
accurately allocate costs and believe that better methods of 
detection and enforcement must be implemented to prevent the 
unlawful subsidy or' the unregulated side of the ctility by the 
regulated side. 

We therefore recommend that the PSC initiate quarterly unannounced 
spot reviews and a complete audit and regulatory review of the cost 
allocation process on an annual basis. The audits should, at a 
bare minimum, follow the generally accepted auditing .standar.ds 
established by the Auditing Standards Board of the American 
Institute of Public Accountants. 

i 
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As we understand it, E complete euelr .cf reauiEtee cziiity czs :  
allocation practices is only likely to occur during e rare hearing, 
although some cost and revenue informarion is provided every four 
years. However, a complete rate hearing is sometimes held less 
frequhtly. More than eight years passed between Southern Sell's 
last rate case and the current rate case filed this year. 
Therefore, it is currently possible for a utility to avoic2 s 
complete independent audit far an undetermined number of years. 

In addition, the PSC shocld devflo? its OWE cost allocation manual 
to. provide specific formulas for ellocating regulatee and 
unregulated costs, rather the2 relying on the Federal 
Communications Commission's (FCC) cost allocation manual, %hick 
concerns telephone services involving more than one siEte. 
Although it may be appropriate to use that manual for the specific 
intended purpose, applying it to azz intrastate issue csn somerimes 
lead to a'rule that is, at best, difficult to explain. r o r  
example, according to the FCC manual, a Southern Bell repair and 
installation worker must spend a i  least 15 minutes on activities 
related to an unregulated service before being required to allocats 
any time to that activity. This means such an employee coulc 
solicit the sa1.e of an unregulated activity for 14 minutes with 
each customer he comes. in contact with each day without allocating 
one minute of his time to the unregulated activity. This results 
in the evil sought to be avoided by proper cost allocatioc: 
subsidy of profit making activity by reguleted activity. 

- 

We therefore strongly recommend that the PSC develop its o m  
guidelines tailored to the specific needs of this State. The 
formation of a Task Force comprised of consumer advocates, 
regulated utilities and Commission staff, with public hearings 
throughout the State, would generate the most fair and effective 
cost allocation procedures. 

E. Rate of Return 

The National Association of ZegulaYCry Utilitj, COmnIiSSiOneZS 
recently compared three methods of calculating iate cf return acc, 
as e result, reached the conclusion that "ctilities were bot" less 
risky and more profitable investments than the average non- 
regulated corporation". 

Section 364.03 (l), Florida Statutes, states that the regulated 
portion of utility companies, ' I . .  may not be denied a reasonable 
rate of return." We understand that what is reasonable to one 
expert hired by a regulated utility may be entirely unreasonaSle to 
an expert hired by a consumer advocacy group. It is all very 
subjective. The PSC has to take that subjective stmdard and. epply 
it to the real world. We realize that is a very difficult task. 

7 
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is cur belief that regciared cczpa.?:es S k c u l l  keve :>e r i ~ ? . t  :c' 
a ;ate of ret-rr. similer ta ? zcn-regcla:ed csc?azy 9: s y ~ z :  =<sk. 
in other words, a risky business vencGre should have the rig>: r c  
a much higher 'rate of return than a relatively safe verizxre like 
the exclusive provision of cerrain basic telephone services to ai? 
of the people in a Given geographic region who are in need of that 
service. 

We suggest that the Public Service Commission appoint a Slue Ribbon 
panel of experts selected by consumer advocates, inc1udir.g but not 
limited to the Public Counsel, regulated utilities and FSC staff to 
develop specific economic parameters to elininate some of the 
subjectivity inherent in the current ratemaking process. For 
example, the group may wish to consider the possibili.ty of tytng, 
in some way. the maximum rate of-return for relatively low risk 
regulated utilities to the interest rate of long tern United States 
Treasury Bpnds. taking into account the economic circumstances at 
the time the rate is set. 

We have learned that several years can elapse before E rate of 
return is changed. This regulatory gap fails to provide for rapid 
changes in economic circumstances, such as a decline'ir. interest 
rates and inflation. Basing the rate of return on a selectee, 
easily measurable economic parameter, or an average of several such 
parameters, would make it easier to revise the rate of rzturn on a 
yearly basis if economic circumstances warrant it. 

- 

We realize that any definitive recommendation in this regard is 
beyond the scope and expertise of this Grand Jury. We merely wish 
to point out that it is an area worthy of close scratiny and 
vigorous debate in a public forum. 

IV. GANG AND GANG-RELATED ACTIVlTY 

The Statewide Grand Jury also ernbarked upon ~n investigation. of 
gengs and gang-related activity ir. the Stste 02 Floridz. 

The results of our work can be found in the Indictments lisrsd in 
the attached chart as SWGJ Case Numbers 1 and i?.. These cherges 
represent the first known occasion that the Street Terrorism A c t  
and the Racketeering Act were joined together in one prosecution ii 
Florida to dismantle a criminal sang involvee in everything from 
narcotics trafficking to arson. It has been reported zo us that 
the gang, known as the 34th Street Players, has not re-formed .or 
resurf aced since the incarceration of the defendants. on these 
charges - 
During the course of this investigation, we conducted a survey to 
identify the magnitude of the gang problem in the State. Our 
examination, conducted with the assistance of State and local Law 
Enforcement agencies, revealed that no central repository exists 



z .or t h e  collection end exchange oi izforaaiion concerRir.g gancs x c  
gang-related activity. Thus. the results of stazewiae intelligence 
gathering techniques were pleced together to obtain the Ses: 
possible picture of gang activity in the State. The resulzs of 
this survey are outlined in our Interim Report e2, issued in 
January, ent it 1 ed : "Gangs and Gang-Related Activity~: - 
Recommendations to Assist Law Enforcement." 

This Grand Jury recommended the establishment of a statewide yocth 
and street gang ccmputer data base with a requirenent cf msnchtory 
reporting of such data from all law enforcement agencies. We noted 
that the Street Terrorism Enforcement and Prevention Act of 1990 
originally established such a database. but the funding portion of 
the bill was later deleted. We strongly urge the Legislature to 
invest the necessary funds in the future of this State. 

We are dish'eartened by the total lack of interest demonstrated by 
the Legislature in this matter. Without an accurate accounting of 
the impact of gangs on the criminal justice system, necessary 
reforms in criminal laws cannot be made, nor can adequate funding 
formulas for law enforcement be produced. We urge the Legislature 
to be more far-sighted in this regard. 

. .  . .  
.~ 

V. ADMINISTRATIVE RECOMMENDATIONS 

The Grand Jury is vested with enormous power, and with it a 
profound responsibility. It has an intimidating and deterrent 
effect on those who violate the law. It also has the power and 
duty to protect the innocent against prosecution. The. 
responsibilities of the Grand Jury are truly awesome. 

The Statewide Grans Jury is 2 unique organization from a numher of 
standpoints that require special consideration. The statewide 
Grand Jury, impanelled by the Florida Supreme Court, is made up of 
citizens from all corners of the State. Jurors must trave: many 
miles to and from the court site for each session. For IS, this 
has almost been mcnzhly, for z period cf fifteen mozzhs. Sessio?.s 
have lasted from two to three days. and the average dey's work is 
in excess of the typical eight hour day. Because t3e location is 
far from home, Grana Jurors are "sequestered" fro% their fiQilies, 
homes. and occupations during the length of the sessions. 

This is not a voluntary service. Jurors are chosen by the court 
and must serve or face contempt charges. 

Given the unique nature of the logistics and practicalities of our 
existence, we have discussed a number of areas where consideration 
should be given to treat Statewide Grand Jurors in a more equitable 
manner. 

0 
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A .  Insurance Coverase 

Currently, no accident or accidental death insurance is provided 
for Jurors, as-they are not considered employees or agents of the 
State. Jurors must then rely on their own insurance coverage in 
the event of an emergency o r  jury related injury. However, since - 
the jurors are chosen from a cross-section of the population, it is 
possible that many do not have any, or adequate. insurance 
protection of their own. A l s o ,  since the service I s  mandatory, 
rather than elective, as in certain employment situations, the 
State should provide insurance for accidental injury or death of 
Grand Jurors travelling for and attending Grand Ju:y sessions. 

Moreover, it- appears to us that Grand Jurors have no protection 
from law suit for their actions and would have to stand the expense 
of their own defense should they be sued for allegedly exceeding 
their authokity. While the prosecutor who advised the Grand Jury 
in a particular matter would be covered by the State's Risk 
Management Policy, it appears that Grand Jurors would not. 

We ask the Legislature to consider our concerns and make the 
appropriate provision for protection of Statewide Grand Jurors in 
these matters. 

B. Grand Juror Fees 

The current fee of $10 per day for Statewide Grand Jurors is 
woefully inadequate. It amounts to approximately one-third of 
the minimum wage for the average work day, and does not take into 
account the extraordinary conditions of our service. 

Our service, as distinguished from petit ]ury service, often 
results in expenses not considered in the setting of the fee 
structure: long distance telephone calls to communicate with 
family and to maintain Lies to jobs: kennei costs for the care of 
animals: the purchase of special travel irems, ranging from 
toiletries to suitcases, and so forth. These matters have 
apparently been ignored in the decision m+king process. 

It is obvious that the State is in dire finamial circumstances. 
It is also obvious, however, that the crinlnai justice system 
could not function without individual citizens discharging their 
civic duty to act as fair and impartial jurors. While no one can 
be fired for jury duty, there appears to be no restriction on the 
ability of an employer to withhold salary dollars during the 
affected time periods. Further, self-employed -business people 
may experience lost opportunities that could have anadverse 
economic impact on their livelihoods for yearsto c o m e .  Citizens 
facing such economic hardship are unlikely to pay complete 
attention to the matters before them, and may choose to expedite - 
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.. the proceedings at the expense cf tkie r i ~ ; ? t s  sf czhezs .  .\hiie w e  
have successfully guarded against such a rravesry, ir? parr: based 

in response to-our needs, we do not know when this unconscionable 
possibility might reach fruition. 

We have learned that the Federal Grand Jury fee is $40 per day. 
We urge the Legislature to consider parity in :his matter. 

Vi. CONCLUSION AND ACKNOWLZDGMEXTS 

The remainder of the work of this Granc >E=.; is sumiarized in the 

on the considerations afforded by the ieqal Adviser and her staii - -  

- - 

attached schedule of cases. 

We are particularly gratified that one of our cases went' to triel 
during our term,' resulting in the convictions of two law 
enforcernemt professionals who deliberately subverted the criminal 
justice system through perjury and subornation of perjury. We are 
proud to have been a part of bringing them to justice. 

.Service as a member of the Tenth Statewide Grana Jury-has been 22 
education in citizenship, the likes of which c ~ m o t  be taught in 
the classroom. It has been a unique and memorable experience and 
we are proud to have made this contribution to our State. 

We wish to thank the following individuals and their respective 
off'ices for assisting us in the performance of our 
responsibilities: 

The Honorable Frederick Pfeiffer, Presiding Judge' 
The Honorable Richard Conrad, Alternate Presiding Judge 
The Honorable Fran Carlton, Circuit Court Clerk 
Richard Sletten, Orange County Court Admicistrztor 
Lt. Doug Huffrnan, Orange County Sheriff's Office 
Commissioner Tim Moore, Florida Departne-r cf Law Znforcement 

Xespectfully submitted to the ZonoraSle Frederick Pfziffer, 
Presiding Judge, this 16% ea>- of Septerr.ber, 1392. 

. . -  

r !  6 dL4-43-  0 6  
e*.- - L L ,  

Eerman A .  Robandt 
Foreperson 
Tenth Statewide Grand Jury 
of Florida 



I .  I.!ELANIE hXN ZNES. Legal Advlser. Ter.th Staiewice Grand Jsry, 
for the State of Florlda. h 
required by law, ave advi 
report this day of 

Statewide Grand Jury Legal Adviser 

I, JOHN A. EOAG, Legal Adviser, Tenth Statewide Grand Jury, for the 
State of Florida, hereby certify that I, as authorized and required 
by aw, have advised the Grand Jury which returned this report this /lfi day of September, 1992, with regard to the metters 
contained in section 111. 

Special Statewide 
Prosecutor 
Statewide Grand Jury Legal Adviser 

T e f -egoing report was returned before me in open court this 7 order of the Court on motion by the Legal Adviser. 
day of September, 1992, and is hereby sealed until further 

Presidins Judse 
Tenth Statewize Grznd Jury 
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J l l O  IIullclEz kcketuoring; Trafficking in @cain0 in Excess of 
403 grmt; Conspiracy lo Traff.ic in Cocaine in 
Excoss of 403 a r m :  Sale, Purchase or Del lvery of 
a Control'lM Substance-2 cts: Trafficking In 
cwj7lis in Excess of 20 a r m  but loss tlwn 2a3 
yrms I 2  ctsl; Total coc~ts-7. 
fbcketeor iiyl; Traff icklng in Cocaine in Excoss of 
rux) arms: (bnspiracy lo Traffic in Cocaine in 
i3ccss of 400 a r m ;  Trafficking in malne in 
Excess of 28 grim bttt less thaii 200 grms; Total 

Paackelcor iiq: Sale. Pwchaso or I 3 1  ivory of a 
Coritrol led S~bstance-9 cts: Total counts-10. . 

V J L L I r n  WTIlCG 

W W l t  S - 4 .  

-- 
ihckctucrirKJ; Trofficklng in GJCairK irl bCCSS O f  
i3ccss of 103 g r n s - 4  cts; Conspiracy to Traffic 
iri Cocnirw? i t 1  Excess of 4C0 12r.m.s-3 CIS; Total 

fxw6 F C I t . r ( r n  

CnvlD MN 

I 
lndlctrrent Issued 9/12/91. 
Status conference 10/2/91. 

lndicbrent ISSUIXI 9/12/91.  
Status mnferonce 1012191. 

- 
@de lrdlcbmnt I S S ~ J W I  9/12/91. 

Stotus mnforenco 10/2/91. 

IlrllCbrCllt ISRlK3J  9/ t2 / ! l I ,  
Status mferercu 10/2/9I. 

- 
-.. .. .. .- 

Inclicbmnt issucd 9/12/91. 
Status anleretco 10/2/91. 

._ - .. 
Irdicbrcnt issucd 9/!?/:11. 
Status cuifcrcnco 10/2/91. 

Sfrudurc: Grand Theft; Total counts-7. . . -. .. . 

coiint SI  8 .  

103 grnrs-2 CIS; Conspl racy to Traffic In Cocains 
i i i  Excess of 403 gror~-2 cts; Durglary o f  a 

iliickotcorii~~; Trafficking in Ccxaino in Excess O f  
1132 g1ais-2 CIS; Conspiracy to Traffic in Cocalm 
in Excess o f  4M) Qrnt-2 cts; 

RU8110 Il:l'lll(3.E2 Ihckctccriti; Trafficking in Cocaine in Excess of  hhdc 

_. .. .. . -- St w t u r o ;  Grarwl ndt; Total counts-7. . 
PNll-Wf :MI -11 I Dido 

Burglary of a 
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Ihckcleeriryl; T ra f l i ck l r lg  in  Cocnlnc in Excess 01 
403 grm6-2 cts; Conspiracy to T r a f f i c  in Cbca lh  
i r i  Fxccss (if  403 grars.2 CIS; Total counts-5. 

Rickctccring; T r c l f i c k i n g  in Cocairx, in Exccss 01 
403 Gram;, Consplraq to T ra f f  l c  In Cocairu, in 
F2axss t i1  403 gram: Total counts-3. 

hckctoor irv: S i c ,  Purclmsc of  Ocl ivory 01 o - Omtrol lctl Srbstancc-3 CIS; Toto1 cowits-4. 

hckc tccr i rg :  T r a f f i c k i n g  in Cocairx, in Exccss o f  
403 g r n r ;  Cdnsplraq to T r a f f i c  In Cocoiru, in 
Excess of 403  nram; Total counts-3. 

Itickctccr i r y ;  Traf  f i c k i w  in Cocninc in ficcss of 
4 0  grinr: Conspi racy to  T r a l f  i c  in Gmire In 
Exccss 01 403 gram; Salc, t'urclxtsc or BI ivcry of 
a Control lid Substance-2 CIS: T r a l f  lck i ry l  in 
k n i r w ?  in Exccss o f  28 grors but l ess  than xx) 
IJI~IC-2 c is :  Total counts-7. 

Ibckc lccr i rv ;  T r a f f  lck lng i o  Gmino iii Exccss of 
403 groic: Conspiracy to  T r a f f i c  i n  Cocairr iii 
Exccss o f  403 g r m ;  Tra f f i ck ing  in Cocaine in 
IIxccss of 20 yrani but less tlinn 203 [Iran;; S3lc 
(11 Coc;iiw; T r a l f i c k i n g  / t i  Cocai~ic; Total counts- ,. 

W E  

CaldC 

nltlc 

k d 0  

aldc 

D I d C  

Ibckctccr ing: Sale, Purcllasc or Dol ivcry  of a 
h r i t r o l  lid Substance-9 CIS; Total coiints-10. 

lixlictrrent issuotl 9/12/01. 
Stotus m f c r c r l c e  10/2/91. 

- _. 
lndiCbTClll I S S U I d  9/12/91. 1 Stotus anfcrorlcc 10/2/91. 

I I d l C r n f l t  ISSlILXl 0/12/!11. 
Status r m i l c r c t m  1G/2/91. 

lrdfctncr1t i S S l m l  9/12/91, 
Stolus m l c r e n c c  10/2/9I .  

Superscdirg i r x l i c t i i i v l t  
issucd 11/14/91. Sii I I t is  
cailcrcncc 10/2/91. 

- 

__ .. .. . .. . 

- ~ .. 

Slqxlr scd i ~KJ I 1x1 i c ! i i i ! i i t  
issucd 11/14/91. S:;itii:; 
cmfercnco 1012/91. 
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bcketccr  ing; Tra f f  i c k l r q  In O x a l n e  In Excess of 
Evccss of 403 g r m - 4  c is ;  &ispiracy to T r a f f i c  
in  &air* In Excess of  400 g r m - 3  Cts; 
b s s c s s i r m  of Cocaine: Total counts-9. 

Ibcke1cc;'ihg: Tra f f i ck ing  in CocaIno In Excess of 
403 g r n s - 2  cts; Conspiracy to T r a f f i c  in Cocain0 
i n  Excess of 403 gram-?. cts; Burglary of a 
Structure; Grand Thef t -2  cts; A d  bbbory; 
cuCisi)l riicv to Cormit Amod Fb lhrv ;  Total counts- 
10. 

IBcketecrirg; T ra f f i ck ing  in Cocaine in Excess of 
4 M  f l ra ic-2 CIS; Conspiroc7 to T r a f f i c  in Cocaine 
ill Excess of 403 gram-2 cts; EurUlary of n 
S i i i c t i i r c ;  Grand Theft;  Anmd Ibbbcry; Conspiracy 
t o  Grrrrii 1 Arnrxl I b b k r y ;  Total comts.9. 

Ihckc lccr i iq :  T r a f f i c k i r q  in CocnIrw! in Excess of 
403 g r m s - 2  CIS; Canspiracy to T r a f f i c  in  Bcai~w! 
in F ~ c e s s  of 400 gram-2  cts:  Total CoUntS-5. 

CbdO 

.- 
bcketecr  icg; T r a f f  I c k l r q  in  Cocaine In Excess of 
413 (3x16; Gonsplracy to T r a f f i c  In Cocain0 In 
FJCCSS of 403 grars; Total counts-3. 

Coiitrol icd Sutrstance-3 cts;  Total counts-4. 

Cbdc 

Rickeleer l i ~ ;  Safe, Purchase of Dotivory o f  a LBdC 

I 

J ISGlT iCN 

Supcrscdlng l n l i cment  
issued 11/14/91. Sfntiis 
m f e r c n c e  10/2/91. 
- . _. 
Super sed I rg I id i c m m t  

m f e r e n c e  1012191. 
Issued 11/14/91. .StalllS 

. 
S l m r  sed I r g  id i cuTeii1 
issued 11/14/91. StnlllS 
conference 10/2/91. 

.- __ .. . . . 

m r s c d  ing l i d  i ctriiiiit 
I S S U L !  11/14/91. S l i l l I l S  
conference 1012191. 

. 

Supcrsed iig Irdicarcnt 
issued 11/14/91. SliI tUS 
conference 1012191, . 

Sqmr s a l  I ng I nl I c ~IICII I 
issued 11/14/91. Stilli is 
m f e r e m e  1012191. -____ _. . 
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racketeer inn; Coospi racy to T r a f f i c  in Cocaine in 
Excess of 403 g r m ;  Tra f f i ck ing  in Cocaine in I 

!3coss of 4 0  n r m ;  Total  counts-3 . 
mcketeeripg; A d  b b r y ;  Conspliacy to  &It 
Anrotl b ihmry;  Total  counts-3. 

.. .. 
Rickoteer inn; Grand Theft-Secord W r e e - 4  C I S ;  
Grand l l m f l  F i r s t  Dqreo-4  cts ;  Ornanized Fraud. - Total amts-9 .  

bckotcer i rq ;  Grard Tlwft -F I  r s t  Dxtree-6 cts;  
Grwd 'Ilicfl-Second Dqrce; Organized Frnixl. Total 

Ibck(!tccr inu; Graiwl l l ieft-%*cord Dcgrcc-4 cts; 
Graiwl l l r e f t - F i r s t  k g r e o - 7  CIS; Orgariizcd Frayd; 
Total counts-13. 

Ibckoluor ing; Growl l l = f t - F i  r s t  [*?grco-7 CIS; 
(;raid 7lielt-SccoixJ lhgrcc;  Orlprii7erl Fraud. 

- 
Total 

COLI11 S - 8 . 
__.-I_ 
Chspiracy to Cnnnit Perjury:  Subrtwtioci of 
Pcr j i i ry -3 CIS; Total  cwn ts -4 .  

DISR)GITI(N 
~ 

Suporsedlng l rd icmoi i l  
issued 11/14/91. Slati is 
m f e r e n c e  10/2/91. __ 
Sywrsedirlg I r d l c m i i t  
Issued 11/14/91. St;itiis 
conference 1012191. 

Indicmnt lssucd 
11/14/91. T r i a l  sut 
01 /19/93. 
lrdictrrent Issircd 
11/14/91. T r i n l  set 
01/19/93. 
Suporscdiig I rd icurci i t  
issued O!i/13/92. Tr i a l  w t  
01/19/93. 
Sipor SMI i iq I id icuit f i i t  
i s s d  V5113192. l r  i a l  wt 
01/19/93. 

..- -. 

- - 
IrdicbTent issued 11/14/91. 
milty %rdlc t -3  c t s :  1 c t .  
Subornat ion dlsnlssed; G 
m t h t  County J a i l :  5 years 
probation; Costs r t o l j r n  
sct l o r  a t o b e r  1992. 
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Conspiracy to Cormit Porjury: Subornation of 
k r j i t r y - 3  cis; Total  mints-4. 

, 

Corispiracy l o  T r a f f i c  in Cocalne; m r d c r  in tlx! 
F i r s t  !2groc; Conspiracy to  Cinmit F i r s t  Degroc 

Conspiracy l o  T r a f f i c  in Cicaitx!; Mirdcr In tfa 
F i r s t  k q r o e ;  Conspiracy to h m i t  F i r s t  Degroc 
Mtrtlcr;  A l Iurpt~ul  Wrdor ;  A I I I C ~  Rhbery;  Tota l  
(:oiint s -5. 

(irirspItncy to T r a f f i c  i t 1  Oxxiix!; Mirtlcr in.tlx! 
F i r s t  k g r c e ;  Corisplrncy to OIirriit F i r s t  R q r c e  
'vlirder; At tarplcd Wrder; A n m l  fbbbery: Total 
coLll1t s -5. 
Ci)tisliir:icy to  T r a f f i c  111 Cocairw; 'Total coulits-1. 

M J I d C r ;  Toto1 CoUntS-3. 

Cotisplracy IO Trafllc In &aIno: Tolal cotmts-1. 
-~ ~ 

Coiispirary to T r a f f l c  in  Cocaiix,; lotal counts-1. 

b f i s p i r a q  to T r a f f i c  in  Cucaltx!; Total courils-1. 

B r m r d  

- 
lndicbront lssllcd 11/14/91. 
QIllty %fdl~t-3 C I S ;  1 cI. 
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probat Ion; Cbsts nul itn 
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Trial  set 10/19/Y2. 
Irdl'cli;ent' lssvod 12/11/!11; 
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rea: Conspiracy lo h i l t  F i r s t  Dqruc  

Wrder.  o l a l  m t s - 3 .  

l W J  rxs-EEE b-sp i racy  to T r a f f i c  in Cbcalne; Wrdor I n  I l w  
F i r s t  Bgree;  Conspiracy to Cbn-fiit F i r s t  Bg rcc  
Wrdor;  Altrnpted Wrder;  A n d  W r y ;  Total 

Conspi ran/ to  T r a f f i c  in Cbcaine; k r d e r  in tlu! 
F i r s t  Bgrco;  Corispiracy to h n l t  F i r s t  C q r c e  
Mirdor: Atloruled Fntrdar; Amed FMihrv:  l o t n l  

' 

9' 

- counts-5. - 
NLAIN SmrC 

Cants-5. I_ 

ConsliiraLy lo T r a f f i c  In Cocaine; Total cotmls .1 .  

Cocispiracy to T r a f f i c  i n  Cocaine: Total mnits-1 .  

i s s u d  01/14/92. l r i a i  s a l  
10/19/92. 

issuod 01/14/92. l r  i a l  scl  

" I O r w r d  Superseding lndictrrcnl 

10/19/92. I 

I Brwnrd  Supersoding Indicmant ''. 
Issued 01/14/92. T r i n l  sot 
10/19/92. 

6 



7 
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Cocispiraq to T r a f f i c  in  Cocainc; Total ctmniis-1. 

HackeiL-r iig; Trnf  f ick ing in Mir i iuaiw ii; Exi:i!:;s 
01 2.OUObp~xl~. lxrt iess tlwri 10,UX) IXNIIW~S; 
colispi racy to T ra f f  IC i n  b b r  i jilnlu i f 1  Exrxss of 
2,030 imnrls, but less t lwn 10.CxX) (X)~JIXIS: l t i l i i l  
unn11s-3. - 
Fbcketeerirq; T ra f f i ck ina  I n M i r i j w u  Iii Cxccss 
of 2 , m  pourds, but less t lwn 1o.w fxnllxls; 
Cocisplracy t o T r a l f i c  inhhr i j t k lna  ill h c c s s  o f  
2,ooO pouxls, but less than 1 0 . 0  pouiwls; I I J ! ~ ~  
C c y l l  s-3. 

Fraudulent kcpresentat i m s  as Social ly or 
Econuiiical l y  Disadvantaged Eusircss Gitcrpr i!X; 
Conspi racy to Cuiini t Fraudulent fkproscntat io i ls  
as Soc ia l l y  or Ecolmiical ly  D i s ; d v a l l t a ~ I  Llnsiirss 
Eriterpr lse: Total cwnts 2 .  

Cotispiracy to Gnrnit Fraudulent Pepresentat ions 
as Socia l ly  or Ecormicai  i y  Disadvanta@ Dusincss 
Entcrpr ise: Total cwnts-1. - 
Conspi racy to Cuirni t FraLdulcnt bprescri(cl( itnis 
as Socially or Ecoranical ly  Disadvarltagcd kisiness 
Eiitcrprise: Total counts-1,. 

hcke tccr  lng; Conspi racy to Gnini I hcketccr  i iw; 
Organlzcd Fraud; Grand Theft-12 CIS; liital 
coui1s-15. 

t h w i r d  Superseding Irxiicurcnt 
i s s w l  01/14/92. l r i a i  set  
10/19/92. 

O r w i r t l  i d i c tno r l t  i s s w l  
12/11/91. F i q i t i v c .  i 

Urwuird I rx l icvmnl i s s i y d  
12/11/91. Fugitive. 

Suriirule I rd icumot  isstrcd 1-14-92. 
Owrocs dirriiisswi 9/11/92. 
To be r o f i l n l  ly 
lnfonrnt Ion. 

joriii loie Ind ic tmnt  issucd 1/14/92. 
Tr ia l  date set 

juitirlole Indlctrrent lsswvl 1/14/92. 
T r i a l  date set 
Pbvmhr 17, 1992. 

" inc i  I as  Irxlictrrmt issvcd 2/12/92. 
Pro-trlal t car i iw  SCI 
10/26/92. 

I r b v h r  17. 1932. - 

7 
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Packeteering-1 c t ;  Grand Tlwft-Ziwl Dcgree-4 CIS; 
Grarwl l h o l  I -3rd  Dcgree-20; Forgery-35 c t s ;  
Uf tor i r ig  a Forowl Cocuro~it-33 cts; Tutal  comts-  

IO 

! M e  

91-92wu 

4 __.____. 

Cr iiriirial Usury-1 c f .  

7miit s w  FIN wmr 
CErEI~IW C W T X  

JNZ A. I tjwn 
--- - 

I 
ibckcteer i ra;  Conspi racy to Cuiini t kcko tce r  iry); 
Oronnlzcd Fratd: G r a d  n%It .12 cts; Total  
uxmt s- 15. 

rlackolccring!; Conspiracy to h n i t  IS;cketoorini; 
OrOeriized Fraul; Grand llmft-12 cts; Total 

thckctcor ing; Conspi racy to Coniii t lbckotcur iiQ; 
OrUanlzcd Fraud; Grand llmfl-12 CIS; Tota l  

w-- - 
f f W C .  ?uXm 

C o ( N 1 t  S-  15. - 
m w .  luxrn 

CO(NI1.S-15. 

YlG IMY Ilnllvi Wrdur  iii tlx) F i r s t  b o r c e ;  Amw! Ik i ro lary;  
A r i i d  Fbilbcry; Total counts-3. 

n r w i  r t l  

I’incl la: 

I Criiriinal Usury-1 c f ;  Burglary-1 c t :  Kidnqi j i i iy l -2 
CIS; Extor t lu i i -1  c t :  Total cwi i ts.5.  

DroMrd 

I n d i c m n t  issiml 2/12/92. 
P r e - t r i a l  l o a r i i q  sot 
10/26/92. 

irdictrront IssiJNI 2/12/92. 
P r o - t r i a l  I n a r i i q  scf 
10/26/92. 

Iixliclrr.crit Issued 2/12/92. 
P r e - t r i a l  l lenrirrj s e t  
10/26/92. 

Indictn-cnf Issinxl 2/13/92. 
T r i a l  sot lor  
W d x r  19, 1992. 

Irdictrrcnt issued 2/13/92. 
b f c r ~ l a n t  doccased 
1/21 /92. 

Irrl ictrmnt issued 3/17/92. 
T r i a l  set for 
Cctobcr 19, 1932. 

I r x l i c m n r  issucd G/11/92. 
In Fedcral custaty; t r i a l  
io bo sot nt n lo tcr  tlatc. 
lrxllcfnznt isstnxl 6/11/92. 
In Federal custaly; t r l a l  
to bo ser at a lator dato. 

r 
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Cr It i i l iwi Usury-1 c t ;  Ouroli iry-1 c t ;  Kitiikipi)ii)o-Z 
CIS; Extor t ion-1 CI; Total  counts-5. 

FBckeIeening-1 c t ;  Conspiracy to  Coirnll 
Fbcketeer ing-1 c t ;  A d  Kidnappliyl.3 cts;  
G m p l  racy to Kidnap-&Is; AIITL~ H h h t y . 5  CIS: 
A n i d  h r g l a r y - 4  CIS; G r a d  llw?l1-5 CIS; ralsuly 
Persoriatlng ail O l l l c e r - 2  CIS; CMisplracy to Cotmil 
A t n d  rtkbciy-4 CIS; Attorptcd Aritcd k b t x ! r y - l  ct; 
h r g l a r y  of e Structure-2 CIS; Coiispiracy t o  
Cunni t Eurgiary-2 C I S ;  Total  cotmls-32. 

hcke tecr ing-1  c t ;  Corispiracy lo  Gninit 
lbckelcur i iy l -1  c l ;  ArriLrl Kidiwl~pi iy j -3 CIS; 
ConsplraLy to Kldnaap-2 cts: Ullivvful Pusscsiui o f  
a Flreambl  ct; Falsely Persowtlng an O l f l c e r - 3  
CIS; A i r d  mblmry-7 c is ;  Ailrod Citrnlory.4 CIS; 
G r a d  llw?lt-5 CIS; A t l a ~ p t e d  AniLvl h b b e i y - 1  c t ;  
Conspiracy lo Corrriit Ann!! b t h r y . 5  cts: I W i l a r y  
of a Structure-2 cts;  Conspiracy to Cuiiilit 

bcketeer  ing-1 c t ;  Conspi racy lo Gniiii t 
Wckotearing-1 c t ;  Consplracy to Kldnap-1 c l ;  
AIIIL! h b h r y - 1  ct ;  Curispi racy to Cuiinlt Aiti-ud 
Rilhcry-1 c t ;  Total cmints-5. 

I 

-. -- 

arrglary-2 CIS; Total  courils-37. _- 

D19D61TiOJ 

b d c  

~ 

O r w i r t l  lrxlictrrcnt l ssux l  G111192. 
In Fodaral custody; t r  101 
to be set at a later date. 

I n d l c m n t  Issued 9/16/92. 

hrlc I Irxlicmutil i ss t xx l  9llG192. 

I 
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IN THE SUPlLFME COURT OF THE STATE OF FLORIDA 

JANUARY TERM, 1991 

CASE N'JMEER 78,035 

. 
Supreme Court cf Fixida 

Depuiy Clerk 

Advisory Opinion 
of the 

Tenth Statewide Grand J u r y  
SWP Case Number 91-7-NFB 



In the proposed settlement agreement, Southern Bell agrees not ZO 

engage in the aforementioned suspect practices. The Company is 
required.to make expeditious and complete restitution of millions 
of dollars to customers. Over the next three years, the Company 
musr implement specifically outlined reforms, while at the same . .- 

time funding its own supervision during a "review period' which is 
in the nature of probation. This supervi,sion involves periodic. 
independent audits by a major accounting firm and monitoring Of the 
reforms by rhe Office of Statewide Prosecution. The Company is 
specifically prohibited from passing any of the associated COS~S 
along to the customers in the rate making process before the Public 
Service Commission. Further, the Company is required to assisithe 
Office of Statewide Prosecution in any investigation arising out cf 
these matters. In exchange, the Office Of Statewide Prosecution 
will not seek criminal charges against.the Company from this body 
and will not Sursue criminal action against the Company regarding 
the aforementioned allegations, if the Company fully complies with 
the terms and conditions of the agreement. However, the Office of 
Statewide Prosecurion maintains discretion to void the agreement 
and prosecute the Company if the Company does .not comply. The 
Office may. of course, seek to prosecute the Company for any 
violations of the law discovered at a later date concerninq 
activities not covered in our investigation, or for any criminal 
activity committed after the signing of the agreement. 

In its consideration of the proposed settlement agreement, the 
Tenth Statewide Grand Jury weighed the extremely complex and time- 
consuming nature of a criminal prosecution alleging numerous 
instances of fraud by a huge corporation and its impact on an 
already overburdened court system. The Grand Jury has determined 
that the immediate positive impact of this settlement outweighs any 
perceived benefit of protracted criminal litigation. which even 
under optimal conditions is unlikely. to produce a better result for 
the citizens of the State of Florida. 

We do not condone the Company's activities, nor exonerare the 
Company from responsibility. We agree, insiead, to Xlthhoi2 
judgment, giving the Company ample incentive and opporimity to 
remedy the suspect practices. Secause we believe the terms ~ ? d  
Conditions negotiazed by the Statewide Prosecutor are carefully 
structured in the best interest of the people of this State, we 
recommend that the Office of Statewide Prosecution enter into the 
proposed settlement aoreement, and we ratify the same if all things 
are substantially as they have been represented to this Grand Jury. 



Respectfully submitted ro the Honorable Frederick T. Pfeiifer, 
Presiding Judge. and to tlelanle Ann Hines. Stazewide Prosecutor and 
Statewide Grand J u r y  Legal Adviser, this day of September. 
1992. - 

Herman A .  R o b a d i  
toreperson 
Tenthstatewide Grand Jury 
- 

of Florida 

. 
by the Honorable Frederick T. Pfeiffer this 

, 1992, but sealed until further order of the 
Court on motion of the Legal Adviser. 

Frederick T. P S i f W  
Presiding Judge 
Tenthstatewide Grand Jury 

of Florida 
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1983 

MAR, 1985 

DEC, 1986 

FEB. 1987 

SEP, 1987 

FALL, 1987 

JAN, 1988 

FEB, 1988 

JUN, 1988 

FALL, 1988 

NOV, 1988 

JAN, 1989 

FEB, 1989 

MAY, 1989 

AUG, 1990 

SEP, 1990 

NOV, 1991 

JAN, 1992 

. 

EXHIEK 

CHRONOLOGICAL SUMMARY OF KEY DATES 

SOUTHERN BELL RATE CASE 

TIFFORD/FALSETTI FALSIFICATION ALLEGATIONS TO 
F B I ,  U.S. ATTORNEY AND FCC. 

FCC REJECTION OF TIFFORD/FALSETTI COMPLAINT 
AND REFERRAL TO FLORIDA PSC 

PSC STAFF LETTER TO TIFFORD 

SALE OF OPTIONAL SERVICES BY MAINTENANCE 
PERSONNEL 

SOUTHERN BELL IMPLEMENTS CAT TROUBLE SYSTEM 

FALSETTI ALLEGATIONS DIRECTLY TO SOUTHERN EELI, 
MANAGEMENT 

HAMPTON BOOKER STAFF REVIEW OF MIAMI METRO 

SHIRLEY PERRING REPORTS STAFF REVIEW RESULTS TO 
LINDA ISENHOUR 

PERRING/RUPE TELL SELLERS "YOU'RE CHEATING ON 
REPAIR RECORDS" 

PSC APPROVAL OF INCENTIVE RATEMAXING 

"CON" REPORTS INCREASE BY OVER 300% 

ISENHOUR INTERVIEWED BY VAN GORDON 

SECOND STAFF REVIEW OF EIAMI METRO/RESULTS TO 
ISENHOUR 

STAFF REVIEW OF NORTH DADE RESULTS IN 
LINDA ISENHOUR INITIATING AN "INVESTIGATION' 

BEGINNING OF SOUTHERN BELL'S INVESTIGATION OF 
GAINESVILLE CENTER 

ATTORNEY GENERAL REQUESTS "CON" RECORDS 

SOUTHERN BELL DISCONTINUES USE OF "CON" CODES 

i 
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....ARCH 5 ,  i985 

SONORABLE STANLEY MARCUS 
2NlTED STATES ATTORNEY 
3FFICE OF THE UNITZD STATES ATTORMEY 
? 5 5  5 .  MIAMI AVENUE 
XIAMI, FLORIDA 33130 

AND . 

S?EClAL AGENT IN CHARGE 
FEDERAL BUREAU OF I N\'EST I C3.T I ON 
3801 SISCCYNE BOULSVARD 
MIAMI, FLOalDA 

?E: FRAUD AGAINST THE .GOVERNMENT; 
FRAUD AGAINST THE PUBLIC-CONSUKER'S 
OF SOUTSERN BELL TELEPHOIU'E COM?ANY 
SEXV ICES 

ZENTLE!!EN : 

VERY T?.ULY YOL'2'S. 

i 



ARTHUR W .  TIFFORD, ZSQ. 
? 5 3 l  NORTHWEST 15th STRSET 
MIAEI, FLORIDA 33130 

DEAR SIR: 



HAY 15, 1S65 

CATHLEEN COLLINS 
CHIEF OF ENFORCEMENT DIVISION 
FCC COMPLA I NTS 

'1919 M. STREET, N.W. 
WASHINGTON, D.C. 20254 

COMMON CAUSE BUREAU 

! ? E :  FRAUD AGAINST THE GOVERNRENT; 
FaAUD AGAINST THE PUSLIC-CONSUMER'S 

SERVICES 
OF SO'JTHE~N a E x  TELEPHONE COWANY 



AUGUST 29. 79E3 

CA,THLEEN COLLISS 
CHIEF OF ENFORCEMENT D I V I S I O N  
FCC COMPLAINTS 
COMMON CAUSE BLIAEAU 
!919 M. STREET, N.Y.'. 
WASH I NGTON, D. C. 2 C 5 5 L  . 
I?:: MY 1TR OF MAY 15, 1985 

FRAUD AGAlh'ST GOVERNMENT; 
x A u 9  AGAINST TL'I ?uSLic-cotwmzas 
OF souTsEat\' ~ C L L  TELEPHONE C O ~ ~ P A N Y  
SERV I CES : 

25.48 MS. COLLINS: 

i 



CERT. HAIL NO. ilSS6c@s47 
RETUSK ZECEIPT :Ea. 

MS. CATHLEEN COLLINS 
CHIEF OF ENFORCEXENT D I V ! S ! O N  
FCC COMPLAINTS 
COMMON CAUSE BUREAU 

WASHIfiGTON, D.C. 20054 

2:: MY LETTERS OF MAY 1 5 ,  1985 AND 

1919 M STREET, K.C" 

AUGUST 29, 1985 

DEAR MS. C O L L I N S :  



MR. ARTHUR W .  TIFFORD, ? . A .  

M I A M I ,  FLORIDA 2 3 i 2 S  

DEAR MR. TIFFORD: 

THIS I S  IN RESPONSE TO YOUR NOVEMBER 1 7 , ' 1 9 5 6  COMPLAINT AGAINST SOUTHERN BELL 
TELEPHONE COMPANY, WHICH WAS RECEIVED IN T E l S  OFFICE ON KOVEMSER 20, 1966. 

DURING A TELEPHONE C3NVERSATlON ON NOVEMSEZ 22, 1286,-YOU WEZE-i.3VISE5 BY 
KS. DEBSIE LERNER, A STAFF ATTORNEY I N  T%E FORMAL CO5PLAIKTS BRANCH, THAT YOL- 
COMPLAINT FAILS TO ALLEGE ANY 3ASIS FO2 ASSERTION Of T H I S  COMMISSION'S 
JURISDICTION WHICH IS.LIM1TE.T) TO INTERSTATE KATTERS INVOLVING ALLEGE3 VIOLAT:: 
OF S.?ECIFIC ?ROVISlONS OF TFE COMMUNICATIONS ACT. INSTEAD, id= COM?LAINT 
APPEAZS TO RAISE A QVESTION WIT5 REGARD TO P?O?ER CZ:ED!TING OF LCCAL CALLS 

COXM I ss ; oi4. 

1385 NORTnWEST 15th STREET 

- .  

-. - 

. AND, CONSISUENTLY, SSOULD 5: A33EESSZD TC 7 S E  FLORiDA ?USLlC SERViCE 

i 
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February 12,  1987 

31\'1SlON OL COMMUNICATISh'S 
DIRECTOR. WALTER Dti4ESELEEF 

Arthur  H. Tifford. P.A. 
Attorney a t  Law 
1385 North West 15th  S t r ee t  
Miami, FL. 33725 . 
Dear Mr. Tifford: 

Confirming our meeting of February 2,  1987 concerning the  alleged 
a l t e r a t ion  of records by Southern Bell management employees. 
the best  approach f o r  us t o  t ake ,  absent testimony from persons w i t h  f i r s t  
hand knowledge, i s  t o  make sure our s t a f f  f u l l y  understands the  capab i l i t i e s  
o f  the data bases used for  control of out o f  service reports.  
t ra in ing  we expect t o  have  the  tools  necessary t o  discover any abuses of 
Southern Bel l ' s  t rouble  reporting system. 

As we dismssed ,  

W i t h  additional 

A: my request Southern Bell i s  i n  the  process of arranging a 
Comnission s t a f f  t u t o r i a l .  Our t a s k  will t h e n  be e a s i e r  since we already know 
w h a t  we will be l o o k i n g  f o r  i n  our next Southern Bell evaluation. A time and 
place f o r  the evaluat ion has n o t  y e t  been establ ished,  however, I w i l l  not i fy  
you of our f indings a t  i t s  conclusion. 

I hope,considering your c l i e n t s  request f o r  anonymity, t h a t  t h i s  has 
been responsive t o  your c o m p l a i n t .  
any questions. 

Please fee l  f ree  t o  call on me i f  you have 

; Bureau of Service Evaluation 
I 

JAT/tp (0368C) 

CC: 8. Bailey. 0-113 

i 
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TEI.I?PEONE CO-ANIES CEhFTZR 25-4 Supp. No. 157 

. 
(2) To ensure a uniform treatment of the various grades and classes of service 

on a statewide basis, each telephone utility not presently in compliance shall 
establish as a goal the attainment of the following objectives: 

(a) The minimum grade of service offered shall not exceed a maxmum of four 
(5) main stations per circuit. 

(b) This minimum grade of service offering beyond the base rate area, where 
offered, shall be provided at that company's prescribed rates for such service 
without the application of mileage or zone charges. 

(e) Accordingly, each affected telephone company shall, as economic 
considerations permit, undertake such expansion of its plant ana revisions to its 
tariff as may be necessary to realize these objectives within (5) years from the 
effective date of these rules. The utility may regroup subscribers in such manner 
as may be necessary to carry out the provisions Of this rule but it shall not deny 
service to any existin$ subscriber. 

(3) During the interim period required for compliance with the-above., the 
presently prescribed maximum of five ( 5 )  main stations per line for multi-party 
service shall apply. 
Specific Authority: 364.20, F . S .  
Law Implemented: 364.03, 364.15, F . S .  
History-. Revised 12/1/68, Ameoded 3/31/76. formerly 25-4.68. 

- 

25-4.069 Maintenance of Plant & Equipment. 
(1) Each teleonone utility shall adopt and pursue a maintenance program aimed 

at achieving efficient operation of its system so as to permit the rendering of 
safe, adepate and continuous service at all times. 

(2) Maintenance shall include keeping all plant and equipment in a good state 
of repair consistent with safety and adequate Service performance. aroken, 
damaged, or deteriorated parts which are no longer serviceable shall be repaired 
or replaced. Adjustable apparatus and equipment shall be readjusted as necessary 
when found by preventive ro;ttines or fault location tests to be in unsatisfactory 
oprating condition. Flecteical faults, such as leakage or poor insulation, noise 
induction, crosstalk. or poor transmission characteristics, shall be corrected to 
the extent practicable within the design capability of the plant affected. 
Specific Authority: 350.177(2), F . S .  
L a w  Implemented: 364.03, 366.15, P.S. 
Eistory: Revised 12/1/6E, amended 12/13/82, 9 / 3 0 / 8 5 ,  formerly 25-4.69, Amended 
4 1  16 190. 

3 

2S-C.C70 Customer Trouble Reports. 
(i) Each telephone utility shall make all reasonable efforts to minimize the 

extent and durazion of trouble conditions that disrupt or affect customer c-elephone 
service. Trouble reports xi11 be classified as to their severity or? a service 
ixerruption (synonymous with out-of-service or 00s) or service affectins 
(synonymaus with non-out-of-service or non-00s) basis. Service interruption 
reports shall not be downgraded to a se-vice affecting report, however, a service 
affecting report shall be upgraded to a service interruption if changing trouble 
conditions so indicate. 

( a )  Companies shall make every reasonable attempt to restore service on the 

(b) In the event a subscriber's service is interrupted otherwise than+y 
negligence or willful act of the subscriber and it remains out of service in excess 
of 24 hours after being reported to the company, an appropriate adjustment or 
refund shall be made to the subscriber automatically, pursuant to Rule 25-5.110 
(Customer Billing). Service interruption time will9e computed on a continuous 
basis, Sundays and holidays included. klso, if the company finds that it is the 
customer's responsibility to correct the trousle, it must notify cr artemat to 
notify the customer within 24 hours after the trouale was reported. 

same day that the interruntior. is ZP-P~  to the servino WP - . 

5-45 



SUDD. NO. I57 TZLLEPliONE COMPANIES CaRPTeR 25-6 

(c) ~f eer-rire is discontinued in errcr by the telephsrre cJmFanjr, =he ssrvice 
shall be restored without undue delay, and clarification made with the subscriber 
to verify that service is restored and in satisfactory working condition. 

(2) Sundays and Holidays: (a)Except for emergency services, i.e., military, 
zedical, police, fire, etc., Csmpanies are not required to provide normal repair 
service on Sundays. Where any repair action invoives a Sunday or noliday, that 
period shall be excepted when com?uting service objec=ives, but not refcnds far 0 0 5  
conditions. 

(b) Service in-erruptions occurring on a holiday not contiguous to Sunday will 
be treated as in (2) (a) of this rule. For holidays contiguous to a Sunday or 
another holiday, sufficient repair forces shall be scheduled so that repairs can 
be m a d e g t e d  bv a subs -er. 

(3) Service objectives: 
(a) Service Tnterruption: Restoration of interrupted service shall be 

scheduled to insure at least 95 percent shall be cleared within 24 hours of repor: 
in each exchange as measured on a monthly basis. For any exchanqe failing to meet 
this objective, the company shall provide an explanation with its periodic report 
tc the Comission. 

(b) Service Affecting: Ciearing of service affecting trouble reports shall 
be scheduled to insure at least 95 percent of such reports are cleared within 72 
h o u r s  of rewrt in each exchanoe as measured on a monthly basis. 

( 4 )  Priority snall b e qzven to service interruptions which affect public 
health and safety that are reported to and verified by the company and such service 
interruptions shall be corrected as promptly as possible on an emergency basis. 

(5) Each telephone company shall maintain an accurate record of trouble 
reports made by its customers and shall establish as its objective the maintenance 
of service at a level such that the rate of all initial customer trouble reports 
(rrouble index) in .each exchange will not exceed six (6) reports per 100 telephone 
access lines when measured on a monthly baeis. .(S)Hargin of Error: When the 
monthly trouble index exceeds the prescribed level for that exchange by two (2) or 
more reported troubles per one-hundred (100) telephone access lines, the company 
shall investigate such situation and take corrective action. 

(7) Repeac Trouble: Each telephone company shall establish procedures to 
insure the prompt investigation and correction of repeat trouble reports such that 
the percentage of repeat troubles will not exceed 20 percent of the total initial 
customer repor:s in each exchange wher. measured on a monthly basis. A repeat 
trouble report is anczher report involving the same item of 3lant within thirty 
days of the initiaL repor;. 

( 8 )  The service objec=lves of rhis rule will not apply ro suhequenr customer 
reports (not to .be confused with. repeat trouble reports) ; .emergency situations, 
:.e., acts-of-G05 o r  unavoidable casualties where at least 10 percent of a?. 
exchange is out of service, or those reported troubles which are beyond the control 
of the telephone company. 

( 9 )  Reportins Criteria - Each company shall periodically report data as 
specified in 25-:.:35. Periodic Reports. 
Specific Authority: 350.127(2), F.S .  

Bistory: Revised 12/1/68. bended 3/31/76. (formerly 25-4.70). Amended 6/25/90. 

( 

Law Implemented: 364.03, 366.17, 366.18, F.S. 

25-6.071 Adequacy of Service. 
(1) Each telephone utility shall furnish local and toll central office 

switching service on a twenty-four (24) hour basis each day of the year in all 
exchanges. 

(2) ilsage szudies, including operator intercept, recorded announcement, 
directorf assistance, repair and business office services shall be made and records 
maintained to the extent and frequency necessary to determine that sufficient 
equipment is provided during the average busy season busy hour, that an adequate 
operating force is provided to meet the prescribed answering ciae requirements of 
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- 
SAMPLING OF MASOR INVESTIGATIONS 

R.I.C.O. INVESTXGATION:--SEAR~, ROEBUCK AND COMPANY 

Roebuck and Company in Florida, and their alleged use of a quota 
system which forced employees to sell unnecessary parts or 
service in their automotive centers. In September, 1992, that 
investigation resulted in an out-of-court settlement in which 
Sears agreed to pay more than $2,500,000.00 in restitution to its 
customers plus investigative costs to the Office of the Florida 
Attorney General. 

In June of 1992, I initiated an investigation of Sears, 

R.I.C.O. INVESTIGATION---MAJOR TELECOMKUNICATIONS COMP- 
In 1991, while working as an investigator with the R.I.C.O. 

Section of the Florida Attorney General's Office, an Assistant 
Attorney General and I initiated an investigation concerning the 
alleged multi-million dollar racketeering activity of a major 
telecommunications company in the southeastern United States. 
order to pursue the alleged criminal activity I was assigned to 
work full time with the Office of the Statewide Prosecutor. As 
lead investigator I have been responsible for reviewing, 
analyzing, and summarizing thousands of documents: locating, 
interviewing, and taking sworn testimony from numerous witnesses: 
and testifying about the results of my investigation. This 
investigation is still pending. 

In 

R.I.C.O. INVZSTIGATION---SOUTI.ERN BELL TELEPHONE COMPANE 
In 1989 and 1390, I was assigned to work full-time on the 

investigation of Southern Bell and the theft of more than 
$1,000,000 in revenue commissions owed to private businesses, 
cities, counties, and state and federal agencies. The 
investigation required the review of multi-million dollar fiscal 
reports, analysis of complex computer generated reports of public 
communications revenue, and the review of more than 5000 
financial contracts. At the conclusion of my investigation 
Southern Bell settled the Civil R.I.C.O. violations out of court, 
and paid approximately five (5) million dollars in fines, 
penalties, and restitution. 

$16,000,000 FRAUD / EMBEZZLEMENT IiWESTIGATION---U?JIWRSAL 
CASUALTY INSURANCE COMPANY 

In 1984 I initiated and was the lead case agent in the 
investigation of the failure of Universalfasualty Insurance 
Company and Jose and Carlos Pina, the two brothers who owned and 
operated Universal and thirty-one (31) other Florida 
corporations. Beqinning in 1985, I presented the results of my 
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investigation to the Federal Grand Jury. The investigation of 
Universal Casualty required an analysis of balance sheets, income 
statements, general ledgers, and other financial documentation. 
This included the review and analysis of more than 100,000 checks 
and wire transfers of funds. The investigation revealed the 
theft of 16 million dollars and an ultimate loss of more than 60 
million dollars to the citizens of Florida; the Grand Jury 
indictment charged Jose and Carlos Pina with numerous counts of 
Tax Fraud and-related crimes,.and both subjects were ultimately 
sentenced to terms in federal pr' Ison. 

CORRUPTION / ARSON 1 FRAUD INVESTIGATION---ALBERTO SAN PEDRO 
In 1983 I ioitiated, organized, staffed, and directed the 

South Florida Insurance Fraud Task Force whose members included 
the Florida Insurance Fraud Division, Metro-Dade Police 
Department, City of Miami Police and Fire Departments, City of 
Hialeah Police Department, and the Dade County State Attorney's 
Office. The Task Force investigations resulted in the arrests 

professionals in Dade and Broward counties. The Task Force 
investigation of 19 arson fires in Dade and Broward ultimately 
led to the full scale corruption investigation of PLBERTO SAN 
PEDRO. 

' and convictions of numerous doctors, lawyers, and other 

FINANCIAL INVESTIGATION---INSURANCE AGENT / AGENCY 
In 1977 I conducted an investigation of the Robert E .  Martin 

Insurance Agency. During this investigation I traced more than 
$1,000,000 in stolen money through 14 different bank accounts, 
t w o  (2) insurance agencies, and two (2) finance companies. Based 
on my investigation, Robert E. Martin was arrested and convicted 
of 329 counts of fraud, theft, and forgery. 

MAJOR NARCOTICS INVESTIGATION---JOSE ALVERO-CRUZ 
Beginning on January 31, 1976, with the seizure of 46,000 

pounds of marijuana, I was one of two agents assigned to 
investigate a major narcotics smuggler. The results of our 
investigation were presented to a Federal Grand Jury in Miami and 
resulted in the seizure of large quantities of narcotics, the 
seizure of numerous vehicles and weapons, and the arrest and 
conviction of five (5) narcotics traffickers. It led to 
subsequent investigations which ultimately resulted in the arrest 
and conviction of JOSE ALVERO-CRUZ and JOSE ANTONIO FERNMZDEZ, 
who at the time, were operating the largest marijuana smuggling 
ring in South Florida. 
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ADDENDUM TO THE 
RESUME . OF : 

MICHAEL R. MALOY 

Teaching Experience 

"Institute on Organized Crime" 
. Metropolitan Dade County Police Department 

Miami, Florida 
Faculty Instructor on the topic of Insurance Fraud 
and Orqanized Crime. 

"Basic Law Enforcement Academy" - 
Miami, Florida 
Instructor on the topic of The Investigation and Prosecution 
of Insurance Fraud. 

"Insurance Fraud Seminar for Prosecutors and Police Officers" 
Project Coordinator and Staff Instructor 
Responsible for organizing and conducting regional 
seminars for Police Detectives and Prosecutors 
throughout the State of Florida. 

"Arson for Profit" Seminar (two weeks) hosted by State Farm, 
Chicago, Illinois. 
Attendee and Guest Lecturer on the topic of Insurance Fraud 
in the State of Florida. 

"F.B.I. Seminar on Arson and Organized Crime" 
Palm Beach County, Broward County, and Dade County, Florida 
Guest Lecturer on the topic of Arson and Insurance Fraud. 

"State Farm Insurance Company Agents College" 
Winter Haven, Florida 
Guest Lecturer on the topic of Insurance Fraud---Recoqnition 
and Investiqation of Suspicious Claims. 

"Allstate Insurance Company Adjusters' In-Service Training" 
Ft. Lauderdale, Florida 
Instructor on the topic of Insurance Fraud---Recoqnition 
and Investiqation of Suspicious Claims. 

State of Florida, Division of Insurance Fraud 
Training Coordinator for ell Division personnel in all 
aspects of the investigation of Insurance Fraud. 
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I. INTRODUCTION 

The Tenth Statewide Grand Jury was impaneled on July 30, 1991, and 
was seated in Orlando, Florida. The Grand Jury has convened almosr 
monthly to investigate allegations of multi-circuit, 
crime throughout the State. The Grand Jury's original term expired 
after twelve months, but was extended to October 30, 1992. The 
Grand Jury is adjourning one month early, if 

arzanizes - 

subject to recall, 
~~ ~ 

necessary. 

The purpose of this Report is to record for posterity the work and 
recommendations of this Grand Jury, with the hope that its 
collective voice will be heard ane.that the citizens of this State 
will benefit from its efforts. 

11. SOUTHERN BELL TELEPHONE AND TELEGRAPH COMPANY 

We embarked upon our investigation of Southern Bell at the 
beginning of our term. During che course of the investigation, we 
heard testimony from numerous witnesses, including _former and 
current Southern Bell employees who held positions ranging from 
craft -level workers to Company officers. We have also  had the 
opportunity to examine a multitude of company documents. 

The .primary focus of our investigation concerned allegations of 
company misconduct in four major categories: (1) the intentional 
overbilling of customers generated by the fraudulent "sale" of 
optional services by Company employees whose primary responsibility 
was supposed to have been the installation and repair of 
telephones: ( 2 )  the intentional failure to pay the full amount owed 
for allegedly unintentional customer overbillings discovered during 
the Company's analysis of some of its billing records; (3) the 
intentional failure to pay required rebates to compensate customers 
who informed the Company that their telephone was out of service: 
and ( 4 )  the intentional failure to properly report trouble and 
repair information to the Public Service Commission. 

Our Legal Adviser, the Statewide Prosecu-or. has negotiated a 
settlement agreement with the Company, in the nature of a pre-trial diversion opportunity, which calls for, mong other things: 

--complete and expeditious resritution 10 affected customers: 
--cooperation with the State in any investigations arising out of 

--implementation of revised billing practices, fraud 
these matters: 

preventative procedures, and ethics traininor 
-a. ~~~~ --a three year review period, subjectingthe Company to periodic 

--funding by the Company of the review program, audits, and 
audits and compliance monitoring: 

monitoring; 

1 



--discretion to void 

-->unding provided by the Company to support prosecution of these 

--no restrictions on the prerogative of the Statewide Prosecutcr 

--a prohibition against including any costs associated with the 

the aareement ac5 pursue 
arosecution vested in the Statewide Proserutor; 

allegations. if necessary: 

to investigate any other allegations of Company fraud, - and to .. 

prosecute where appropriate: 

agreement in the rate base of the customers. 

- 

~n our Advisory i)pir,ion, Lssued this date, We recommended that the 
statewide Prosecutor proceed with the settlement of this 
investigation because we believe it to be in the best interest of 
the people of this State. The agreement will provide the Company 
with the opportunity to reform the negative aspects of the 
corporate environment. However, it will not exonerate the Company 
for repayment of its debts to our sociery. We are hopeful that the 
Company wild prove. itself worthy of this cnique and beneficial 
opportunity. 

In closing, it must be noted that the proposed settlement agreement 
does not contain any "punishment", per se, of the Company for its 
alleged failure to properly report to the Public ServiceCommission 
actual repair time for restoration of telephone service to 
customers whose telephones were out of service. This issue was 
raised in our investigation, but we have been advised that the 
United States Supreme Court's ruling H.J., Inc., et al v. 
Northwestern Bell Telephone Company, 112 S. C:. 2306 (1992) ,  casts 
doubt on our ability, or the ability of the criminal courts, to 
directly sanction the Company for such conduct, if it in fact 
occurred. We specifically note, however, that the Florida Public 
Service Commission has both the jurisdiction and concomitant 
discretion to impose severe monetary penalties on the Company if it 
finds that the Company has falsified reports required by PSC rules. 
We therefore strongly recommend that the Public Service Commission, 
in conjunction with its publicly mandated responsibility, 
investigate this matter, exercise its penal authority, and take 
into consideration this possible fraudulent conduct on the part of 
the Company in determining an appropriate rate of return. 

111. REGULATING UTILITIES 

Our investigation of Southern Bell led us to an inquiry into some 
of the regulatory activities of the Florida Public Service 
Commission, and the rules and statutes governing this function. 

We wish to make it' clear that time constraints did not afford us 
the opportunity to fully investigate every issue brought before us, 
but we heard sufficient testimony to convince us that changes must 
be made in this process to protect the utility consumers of this 
State and to renew the faith of the people in its government. 



The recommendations we have proposed Ere addressed to the EloriCa 
Legislature and the Public Service Commission. We hope these 
recommendations will be given serious consideration. 

A .  Parte Communications - 
In January of this year, we issued an Interim Report entitled, 
tiRegulating Utilities - Recommendations to Enhance The Integrity of 
the Process. 'I This report discussed the necessity for strict rules 
and labrs prohibiting ex parte communications with Public Servj-ce 
Commissioners and Commission staff by utility representatives on 
regulatory matters. We noted that communication to a judge by an 
interested party, concerning an issue to be decided by that judge, 
is prohibited in American courts of law Unless all interested 
parties have an opportunity to be present during the communication. 
Such communication is considered improper because it gives an 
unfair advantage to the party with the most access to the judge. 
Since the members of the Commission have responsibilities 
equivalent to that of a judge, w e  proposed a strict prohibition 
against all forms of ex parte communication in our interim report,. 

We note with some dismay that the State Legislature has not yet 
enacted any of our proposals. Aramendment to the ex Parte section 
of Chapter 350 of the Florida Statutes, though not as efficacious 
as .our suggestions, was passed by the State House of 
Representatives, but it did not come to a vote in the Senate. We 
urge the Legislature to allocate time during its next session to 
consider and pass the recommendations contained in our Interim 
Report. 

- 

E. Prohibitions on Employment of Commissioners 

Immediately after resigning, a former Public Service Commissioner 
recently accepted a lucrative position with an affiliate of. one of 
the utilities he used to regulate. News reports indicated that his 

appears that nothing restricted the ability of that utility from 
courting the Commissioner during the regillatory process, and 
nothing prevented the Comnissioner from seeking such employment 
during his tenure on the Commission. Cou?led with the almost 
unfettered abilityto discuss regulatory matters with Commissioners 
and Commission staff, the existence of such relationships creates 
an appearance of impropriety the Commission can i.11 afford to bear. 

We are therefore concerned that the Legislature failed to enact 
another necessary reform in the many sessions held this year: a 
law prohibiting Public Service Commissioners from accepting 
employment.with the utilities regulated by the Commission. 

starting salary was twice that of 'his Comnission salary. It 
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J. conrracr made pursuanr to 2 telephonic Sales Call: 

1. Shall be reduced to writing and signed by the 
consumer. 

2 .  Shall comply with all other applicable - laws and 
rules. 

3 .  Shall match the description of goods or services 
principally used in the telephone solicitations. 

4 .  Shail contain the name, address, and telephone of 
the seller, the total price of the contract, and a 
detailed description of the goods or services being sold. 

5. Shall contain, in bold, conspicuous type. 
iynediately preceding the signature, the following 
statement: 

"You are not obligated to pay any money unless you sign 
this contract and return it to the seller." 

6. May not exclude from its terms any oral or'written 
representations made by the telephone solicitor to the 
consumer in connection with the transaction." 

The'Telemarketing Act further protects the consumers of this State 
by requiring a statement of consumer rights, providing a three day 
right of rescission, entitlement to full refund if the Act is 
violated, and payment of costs of cancellation by the seller. The 
Act also provides for criminal penalties when deception is used in 
connection with an offer to sell. 

- 

- 

Requiring utilities to obtain and maintain written authorizatiocs 
from customers is an easy method to prevent fraud by corporate 
deception. Detection of such fraud should 'not be the sole 
responsibility of the customer. Many cust.omers, perhaps hundreds 
of thousands of them, would not know they were paying too much for 
phone service unless they read their phone bill each month in 
microscopic detail, assuming they received a detailed bill ezch 
month. A customer told that the bill for monthly basic service 
will be, for example, $20  per month, but not told $8 of that 
monthly fee is for optional services, will in all probability pay 
the written bill each month without a ouibble. After all, that was 
the price quoted by the telephone company representative and-the 
bill matches the price. If the company only itemizes these costs 
in a yearly billing summary, and the customer does not read the 
summary, the customer can easily be given the false impression that 
the bill contains only mandatory charges. 

The Legislature has an obligation to prevent vicrimization of all 
the citizens of this State. If the Public Service Commission does 

5 
- 



not similar consumer protecrion requirements for the 
u~ility accivlties it regulates, then the Legislature sho*Jlc', strike 
the exemptions in Sections 501.212 and 501.604. Florida Statutes, 
and subject ut.ilities to the standards of :air trade practice 
outlined in the statute. - 

- - 

D. Cost Allocation Procedures 

Southern ~ ~ 1 1 ,  like other providers of local telephone service. is 
a regulated utility. In exchange for being regulated by a 
government entity, that portion of the business which is regulated 
is allowed to charge certain specified amounts to its customers for 
the regulated telephone 'service it provides. If a Utility is 
unable to achieve the minimal level of return to which .the PSC 
decides it-is entitled, the company can ask the Commission t o  
approve an increase in the amount customers pay for regulated 
telephone service. All of the expenses incurred in the provision 
of regulated telephone service are passed directly on to the 
customers, including the salaries and benefits of all employees 
during the time those employees are working on a' regulated 
activity. 

By Public Service Commission Rule, the amount of time employees 
spend on unregulated activities is supposed to be deducted from the 
amount paid by customers of regulated telephone service. Thus, 
there arises a question of "cost allocation." The utility must 
accurately allocate costs so that customers of regulated telephone 
services are not subsidizing the cost of unregulated activities. 
The PSC is charged with the responsibility of monitoring and 
regulating the cost allocation process. 

This question arose in the context of our inquiry regarding the 
sale of certain unregulated optional services by installation and 
repair personnel (regulated). We reached no conclusion as to 
whether the cost allocation process is currently beingmisusea, but 
we determined that the opportunity and temptation to move salary 
and. benefit allocations to the regulated side of a utility appeared 
to be .great. While not a matter in which we hold a great deal of 
expertise, we have considered the implications of a failure to 
accurately allocate costs and believe that better methods 0: 
detection and enforcement must be implemented t o  prevent the 
unlawful subsidy of the unregulated side of the utility by th.e 
regulated side. 

We therefore recommend that the PSC initiate quarterly unannounced 
spot reviews and a complete audit and regulatory review of the cost 
allocation process on an annual basis. The audits should, at a 
bare minimum, follow the generally accepted auditing standards 
established by the Auditing Standards Board of the American 
Institute of Public Accountants. 



As we understand it. ii complete audit.o_' requlatec ciility cOst 
allocation practices is only likely to occur during.2 rate hearing, 
although some Cost and revenue information is provided every f o u r  

frequently. More than eight years passed between Southern 9ell's 
last rate case and the current rate case filed this year. .~ 

Therefore, it is currently possible for a utility to avoid a 
complete independent audit for an undetermined number of years. 

In addition, the PSf should develop its own Cost allOCJtiOn manual 
to. provide specific formulas for allocating regulated and 
unregulated costs, rather than relying on the Federal 
Communications Commission's (FCC) cost allocation manual, xhich 
concerns telephone services involving more than one state. 
Although it may be appropriate to use that manual for the, specific 
intended purpose, applying it to an intrastate issue can sometimes 
lead to a'rule that is, at best, difficult to explain. For 
example, according to the FCC manual, a Southern Bell repair and 
installation worker must spend a,? least 15 minutes on activities 
related to an unregulated service before being required to allocate 
any time to that activity. ' This means such an employee could 
solicit the sa1.e of an unregulated sctivity for 14 minutes with 
each customer he comes.in contact with each day without allocating 
one minute of his time to the unregulated activity. This results 
in the evil sought to be avoided by proper cost allocaTion: 
subsidy of profit making activity by regulated activity. 

We therefore strongly recommend that the PSC develop .its own 
guidelines tailored to the specific needs of this State. The 
formation of a Task Force comprised of consumer advocates, 
regulated utilities and Commission staff, with public hezrings 
throughout the State, would generate the most fair and effective 
cost allocation procedures. 

years. However, a complete rate hearing is sometimes held less - 

E. Rate of Return 

The National Association of Regulatory iTtility Commissioners 
recently compared three methods of calculating rate cf return an8, 
as a result, reached the conclusim that. "ctilities were both less 
risky and more profitable investments than the average no?- 
regulated corporation". 

Section 364.03 (l), Florida Statutes, states that the regulated 
portion of utility companies, " _ .  may not be denied a reasonable 
rate of return." We understand that what is reasonable to one 
expert hired by a regulated utility may be entirely unreasonable to 
an expert hired by a consumer advocacy group. It is all very 
subjective. The PSC has to take that subjective standard and apply 
it to the real world. We realize that is a very difficult task. 



It is our belief that regulated ccm?an:es should have che risht fc 
a rate of returr. similar to ?, non-regclated company oE sq-al  risk. 
In other words, a risky business venture should have the right to 
a much higher 'rate of return than a relatively safe venture like 
the exclusive provision of cerzain basic telephone services to all 
of the people in a given geographic region who are in need of that 
service. 

We suggest that the Public Service Commission appoint a Blue Ribbon 
panel of experts selected by consumer advocates, inc1udir.g but not 
limited to the Public Counsel, regulated utilities and FSC staff to 
develop specific economic parameters to eliminate some of the 
subjectivity inherent in the current ratemaking process. For 
example, the group may wish to consider the possibili.ty of tying, 
in some way, the maximum rate of-return for relatively l o w  risk 
regulated utilities to the interest rate of long term United States 
Treasury Ronds, taking into account the economic circumstances at 
the time the rate is set. 

We have learned that several years can elapse before a rste of 
return is changed. This regulatory gap fails to provide for rapid 
changes in economic circumstances, such as a decline'in,interest 
rates and inflation. Basing the rate of return on a selected, 
easily measurable economic parameter, or an average of several such 
parameters. would make it easier to revise the rate of return on a 
yearly basis if economic circumstances warrant it. 

We realize that any definitive recommendation in this regard is 
beyond the scope and expertise of this Grand Jury. We merely wish 
to point out that it is an area worthy of close scrutiny and 
vigorous debate in a public forum. 

- - 

IV. GANG AND GANG-RELATED ACTIVITY 

The Statewide Grand Jury also embarked upon an investigation. of 
gangs and gang-related activity in the State of CloriEa. 

The results of our work can be fcund in the Indictments iisred in 
the attached chart as SWGJ Case Numbers 1 and 19.. These charges 
represent the first known occasion that the Street Terrorism Act 
and the Racketeering Act were joined together in one prosecution in 
Florida to dismantle a criminal gang involved in everything from 
narcotics trafficking to arson. It has been reported to us that 
the gang, known as the 34th Street Players, has not 're-formed ,or 
resurfaced since the incarceration of the defendants. on these 
charges. 

During the course of this investigation, we conducted e survey to 
identify the magnitude of the gang problem in the State. Our 
examination, conducted with the assistance of State and local Law 
Enforcement agencies, revealed that no centzal repository e x i s t s  
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:or t!ie collection and eschanoe of Information concerning gangs and 
gang-related activity. Thus, the results of statewide intelligence 
gathering techniques were pieced together to obtain the besi 
possible picture of gang activity in the State. The resulcs of 
this survey are outlined in our Interim Report $ 2 ,  issued in 
January, ent i t 1 ed : "Gangs and Gang-Related Activity.: - 
Recommendations to Assist Law Enforcement." 

This Grand Jury recommended the establishment of a statewide youth 
and street gang ccmputer data base with a requirenent cf manCatory 
reporting of such data from all law enforcement agencies. We noted 
that the Street Terrorism Enforcement and Prevention Act of 1990 
originally established such a database, but the funding portion of 
the bill was later deleted. We strongly urge the Legislature to 
invest the necessary funds in the future of this State. 

We are disheartened by the total lack of interest demonstrzted by 
the Legislature in this matter. Without an accurate accounting of 
the impact of gangs ,on the criminal justice system, necessary 
reforms in criminal laws cannot be made, nor can adequate fundins 
formulas for law enforcement be produced. We urge the Legislature 
to be more far-sighted in this regard. 

V. FBMINISTRATIVE RECOMMENDATIONS 

The Grand Jury is vested with enormous power, and with it a 
profound responsibility. It has an intimidating and deterrent 
effect on those who violate the law. It also has the power and 
duty to protect the innocent against prosecution. The 
responsibilities of the Grand Jury are truly awesome. 

The Statewide Grand Jury is a unique organization from a number ol" 
standpoints that require special consideration. The Statewide 
Grand Jury, impanelled by the Florida Supreme Court, is made up of 
citizens from all corners of the State. Jurors must travel many 
miles to and from the Court site for each session. For us, this 
has almost been monthly, for a period cf fifteen monrhs. Sessions 
have lasted from two to three days, and the average day's work is 
in excess of the typical eight hour day. Because the location is 
far from home, Grand Jurors are "sequestered" frorr, their f i z i l i e s ,  
homes, and occupations during the length of the sessions. 

This is not a voluntary service. Jurors are chosen by the court 
and must serve or face contempt charges. 

Given the unique nature of the logistics and practicalities of our 
existence, we have discussed a number of areas where consideration 
should be given to treat Statewide Grand Jurors in a more equitable 
manner. 

0 
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A .  Insurance Coverage 

Currently, no accident or accidental death insurance is provided 
for Jurors, as-they are not considered employees or agents of the 
State. Jurors must then rely on their own insurance coverage in 
the event of an emergency or jury related injury. Kowever, since - 
the jurors are chosen from a cross-section of the population, it is 
possible that many do not have any. or adequate, insurance 
protection of their own. Also ,  since the service is mandatory, 
rather than elective, as in certzin employment situations, the 
State should provide insurance for accidental injury or death of 
Grand Jurors travelling for and attending Grand Jury sessions. 

Moreover, it, appears to us that Grand Jurors have no protection 
from law suit for their actions and would have to stand the expense 
of their own defense should they be sued for allegedly exceeding 
their autho'rity. While the prosecutor who advised the Grand Jury 
in a particular matter would be covered by the State's Risk 
Management Policy, it appears that Grand Jurors would not. 

We ask the Legislature -to consider our concerns and make the 
appropriate provision for protection of Statewide Grand Jurors in 
these matters. 

B. ,Grand Juror Fees 

The current fee of $10 per day for Statewide Grand Jurors is 
woefully inadequate. It amounts'to approximately one-third of 
the minimum wage for the average work day, and does not take into 
account the extraordinary conditions of our service. 

Our service, as distinguished from petit jzry service, often 
results in expenses not considered in the setting of the fee 
structure: long distance telephone calls to communicate with 
family and to maintain ties to jobs: kennel costs for the care of 
animals; the purchase of special travel items, ranging from 
toiletries to suitcases, and so forth. These matters have 
apparently been ignored in the decision making process. 

It is obvious that the State is in dire financial circumstances. 
It is also obvious, however, that the criminal justice system 
could not function without individual citizens discharging their 
civic duty to act as fair and impartial jurors. While no one can 
be fired for jury duty, there appears to be no restriction on the 
ability of an-employer to withhold salary dollars during the 
affected time periods. Further, self-employed business people 
may experience lost opportunities that could have an adverse 
economic impact on their livelihoods for years to come. Citizens 
facing such economic hardship are unlikely to pay complete 
attention to the matters before them, and may choose to expedite - 
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the proceedings at the expense Cf the r is;?Zs of czhers.  h'hile we 
have successfully guarded against such a travescy. in part based 
on the considerations afforded by the Legal Adviser and her staff 
in response to-our needs, we do not know when this unconscionable 
possibility might reach fruition. 

We have learned that the Federal Grand Jury fee is $40 per day. 
We urge the Legislature to consider parity in this matter. 

- 

The remainder of the work of this Grand Jury is summarized in the 
attached schedule of cases. 

We are particularly gratified that one of our cases went' to trial 
during our term, resulting in the convictions of two law 
enforcememt professionals who deliberately subverted the criminal 
justice system through perjury and subornation of perjury. We are 
proud to have been a part of bringing them to justice. 

Service as a member of the Tenth Statewide Grand Jury-has been an 
education in citizenship, the likes of which cannot be taught in 
the classroom. It has been a unique and memorable experience an6 
we are proud to have made this contribution to our State. 

We wish to thank the following individuals and their respective 
offices for assisting us in the performance of our 
responsibilities: 

The Honorable Frederick Pfeiffer, Presiding Judge 
The Honorable Richard Conrad, Alternate ?residing Judge 
The Honorable Fran Carlton, Circuit Court Clerk 
Richard Sletten, Orange County Court Administrator 
Lt. Doug Huffman, Orange County Sheriff's Office 
Commissioner Tim Moore, Florida Departmeit ci Law Enforcement 

Respectfully submitted to the Honorable Frederick Pfeiffer, 
Presiding Judge, this /G& day of September, 1992.  

I 
i 'UhL4i4-M. c N 

Herman A .  Robandt 
Foreperson 
Tenth Statewide Grand Jury 
of Florida 



1 ,  MELANIE ANN EINES, Legal Adviser, Teeth statewide Grand Jl;ry. 
for the State of 

report this 
. required by =e 

Statewide.Grand Jury Legal Adviser 

I, JOHN A. HOAG, Legal Adviser, Tenth Statewide Grand Jury, for the 
State of Florida, hereby certify that I, as authorized and required 
by aw, have advised the Grand Jury which returned this report this /trr day of September, 1992, with regard to the matters 
contained in section 111. 

Statewide 
Prosecutor 
Statewide Grand Jury Legal Adviser 

T e f egoing report was returned before me in open court this 

order of the Court on motion by the Legal Adviser. 
La day of September, 1992, and is hereby sealed until further 

Presiding Judge 
Tenth Statewide Grand Jury 
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bcketeor ing:  Tra f f i ck ing  in Cucaine in Excess of 
IC0 grnrs; Conspiraw t o  T r a f f i c  in Cocaine in 
Excess of 403 g r m ;  Sale, Purchase or Dei ivery  of 
a I3ritro?'led Substance-2 cts; T r a f f i c k l n g  In 
C is i i fm in Excess of 28 g r m  but less than 203 
D r m  (2 c t s l ;  Total counts-7. 
fbckcteering: T r a f f i c k i n g  in Cocaine in Excess of 
a03 g r m ;  Conspiracy to  T r a f f i c  in Cocaine in 
hccss  of 403 g r m ;  T r a f f i c k i n g  in B c a i n e  in 
Excess of 28 g r m  but less than 203 grors; Total 
count s-4. -_ 
rbckctcering; Sale, Purchase or k l i v e r y  of a 
Control led Sibstance-9 cts: Total counts-10. 

W e  I n d i c m t  issued 9/12/91. 
Status conference 10/2/91. 

l sde  Indictrrent issued 9/12/91. 
Status amference 10/2/91. 

b d e  I n d i c m n t  issued 9/12/91. 
Status conference 10/2/91. 

Rxkctuer ing; T r o f f  ick ing in Cocaine in Excess O f  k d e  l r d l c ~ r i t  isswd 9/12/91. 
Excess of 403 yrJn.4 cts;  Conspiracy to  T r a f f i c  Status anferencc 10/2/91. 
iii Cocaine in  Excess of 403 g r m - 3  cts;  Total  
coun 1s -8. - 
Ikcketcericg; Tra f f i ck ing  in  Cocainc in Excess of  
403 gram-2 CIS; Conspi racy to T r a f f i c  in Gocaine 
iii Excc!ss of 4W grms-2 cts; Durglary of a 

Packctcering; Tra f f i ck ing  in Cocaine in Excess o f  
403 gra is-2 CIS; Conspiracy to T r a f f i c  in Cocaine 
in Excess of  400 g r n s - 2  cts:  
Structure; Grand T h e f t :  Total  counts-7. 

b d e  I r d i c m n t  issucd 9/12/91. 
Status conference 1012191. 

S t r ~ ~ ~ t u r e ;  - Grarwl Tlloft; Total counts-7. - 
l s d o  Irwlictvant i s s d  9/12/91. 

Status ari lerencc 10/2/91. 
Burglary of a 
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mcketwring; T r a f f  ick i rw in'Cocaine in  Excess of  
403 g r m - 2  cts;  Conspiracy to  T r a f f i c  in m a i r k  
.- i n  Excess of 403 g r m - 2  cts;  Total counts-5. 

rbckctccr iq; T r a f f i c k i n g  in Cocaine in Excess of 
403 Gram; Conspiracy to T r a f f i c  in Cocaine in 
h c a s s  of 403 n r m ;  Total counts-3. 

fhcketecring; Sale, Purchase of Ool ivery of a 
Control Icd Substance-3 CIS; Total counts-4. 

kckcteer ing;  T r a f f i c k i n g  in  Cocaine in  Excess of 
IO Urns ;  Cdnspiracy to T r a f f i c  in Cocaine in 
Excess o f  403 grms; Total counts-3. 

Rxkc lecr i Iq :  Traf I ick ing in Cocaine i n  Excess of 
403 gram: Conspiracy to  T r a f f i c  in Cocaine in  
hccss of 403 gram: Sale, Purchase or kl ivery of 
a Control I d  Substance-2 cts; T ra f f  ickirlg in 
Cocaine in Excess of 28 g r m  but less than xx)  

Rtckctecritlg: T r a f f i c k i n g  in Cocain0 i t1  Excess of 
403 g r n s ;  Conspiracy lo T r a f f i c  in  Cocaine ill 
Excess of  403 gram; Tra f f i ck ing  in Gxaiix? in 
Exccss 01 28 grani  but less than xx) gram; %le 
o f  Cocaire; T r a f f i c k i n g  in  Cocaiiic; Total coimts- 
6.  

P;ickelecring: Sale, Purchase or Del ivery of a 
Contrul ILYI Substance-9 cts; Total counts-10. 

gram-2 cts:  Total counts-7. 

91-12.90 

91-12.9-0 

91-12.sTu 

~~ ~ ~~ 

MNE DISGITICN 

W e  lndictrrent issued 9/12/91. 
Status conference 10/2/91. 

aide I r r l i c b m i t  isstsd 9/12/91. 
Status m l e r e r x e  10/2/91. 

b d e  I r r l l c m n t  issued 9/12/91. 
Status mofererxe lG&?EL 

lhde I r d i c m r i t  issucd 9/12/91. 
Status m f e r e n c c  10/2/91. 

- 

- 

-- 
b d e  Superseding lndicirrrt it 

issued 11/14/91. Si;iltfs 
caifercnce 1012191. 

- -- 
Ride Suporsd i q I rul i c timiil 

issued 11/14/91. S:altts 
conference 10/2/91. 

lhdo Sllpersed ing I r d  ictrir:tit 
issued 11/14/91. Status 
cvnferencc 10/2/91 I 

91.12.9:u 

I 

m o  C C I A S  

I I _-_-. 

2 
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1 - A  

1 -A 
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mcketeoring; T r a f f i c k i n g  in Cbcaine in Excess of 
E x c s s  of 403 g r m - 4  cts; Cbnspiracy to  T r a f f i c  
in Cocaira in Excoss of 400 g r m - 3  C ~ S ;  
Possession of Cocaine; Total  counts-9. 
backetce;lihg; Tra f f i ck ing  in Cocaine in ExCeSS of 
4CO gram-2 cts; Conspiracy to T r a f f i c  in Cocaine 
in Excess of  403 g ram-2  CIS; Burglary of a 
Structure; Grand Theft-2 cts; A d  Fbbbory; 
Conspiracy to Chmit A d  FCbkry; Total counts- 

- 
hcketoering; T r a f f i c k i n g  in Cocaine in Excess of 
403 Dram-2 CIS; Conspiracy t o  T r a f f i c  i n  Cocaine 
i r i  Excoss of 400 gram-2  cts: Burglary of  n 
Struct i r re ;  G r a d  Thoft; A d  kbbery;  Conspiracy 
l o  Cuirr i i t  AIIIM~ f ’bbkry: Total cotslts-9. 

Ibckelocr i rv;  T r a f f i c k i n g  in  Cocaine in Excoss of 
403 gram-2  CIS; Conspiracy to T r a f f i c  i n  Cocaiix, 
in Excess of 403 gram-2  cts;  Total comts-5.  
- 
mcketeering; T r a f f i c k i n g  in Cocaine in Excess of 
1CO Gram; Conspiracy to  T r a f f i c  i n  Cocaine in 
Exccss o f  403 Drms; Total counts-3. 

Rxketeering: Sale, Purctlase of Dol ivery o f  a 
Coiilroi led Substance-3 cts;  Total counts-4. 

k d E  

k d e  

W e  

Ride 

CbdC 

@de 

I 

DlSF(IGiTIOJ 

Superseding i d i c a r e n t  
issued 11/14/91. Status 
conferonce 1012191. 

Superseding I n d i c m n t  
issued 11/14/91. .Status 
anference 10/2/91. 

- ._. 

Superseding I n d i c m r i f  
i s s d  11/14/91. Status 
uxlferonce 10/2/91. 

Superseding i rx l i c~r r~ ! i i l  
issued 11/14/91. Status 
conference 10/2/91. 

Svpersediilg Iixlictrrent 
issued 11/14/91. Status 
conference 10/2/91. 
Sulmrseding indiclrrcrit 
issued 11/14/91. Slat115 
anference 1012191. 

_. 

- - 

I 

3 

I 
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Racketeering; Conspiracy to T r a f f i c  in  B c a i n e  in 
Excess of 403 gram; T ra f f i ck ing  in Cocaine in I 

Excess of 401) R r m ;  Total cwn ts -3  . 
hcketeer ing;  Armd I b b r y ;  Conspiracy t o  Cormit 
~ m d  m w r y ;  Total  counts-3. 

Fbcketeer ing; Grand Theft-Second k g r e e - 4  C I S ;  
Grand l l m f t  F i r s t  Wgree-4 cts ;  Organized Fraud. 
Total counts-9. 

Fbcketeer ing; Grand l h e f t - F i  r s t  Ckgree-6 CIS; 
Grnrd Tlicft-Second Dcgree; Oruenized Frairl. 
cuurit s-9. 
R x k ~ t c e r  ing; G r a d  Theft-Second Ckgrce-4 C I S ;  
Graixl Thef t -F i rs t  Degree-7 CIS; Organized Fravd; 
To ta l  counts-13. 
Rxkctccr  iq; Grarwl l l x ? f t - F i r s t  Ckgrce-7 cts; 
Grntd ’Ilieft-SccoixJ Dcgrce: Oruanircd Fratd. Total 
courits-8. 

b n s p i r a q  to Cimnit Perjury; Subrnat  ion of 
r’crit iry-3 cts;  Total counts-4. 

- 

Total 

_- 

b d e  Super sed i ng I rd i c m i i t  
issued 11/14/91. Stntus 
conference 10/2/91. - 
Supersed i r g  I nd i caretit 
issued 11/14/91, Status 
conference 10/2/91. 

;1/14/91. T r i a l  set  
01/19/93. 

&de 

Pinel  las l r d i c m n t  issued 

Pinel  las lndicbrent issued 
11/14/91. T r i o l  set 
01/19/93. 

issued E/T3/92. T r i a l  sct 
01/19/93. 

Pinel las Superseding Irdicrnoi i t  

- 
Pirx!l las ’ Srperseding Irdiclrrciit I issucd (T/13/92. T r i a l  srt I 01/19/93. 

l rd ictnent issued 11/14/91, 
ai I t y  Verdict-3 CIS; 1 c t  . 
Sutarnat im disnisscd; G 
nmths Gxmty Ja i l ;  5 ycars 
p r d w t  ion; Costs not im 
set for  k t o b e r  1992. 
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eav W s p i  racy to Coni t Por jury;  Subornat ion of 
Per jury-3 CIS; Total m t s - 4 .  

, I n d i c m t  iss ixx l  11/14/91. 
Qli I t y  Lbrd ic t -3  cts;  1 c f .  
Sllbornatim d i n i s s n l ;  6 
i rmths C u n t v  J a i l :  5 Years 

' I  probation; cbsts & t i m i  
set for Qztober 19-32. _.-__l 

-1 . 

anspi racy to T r a f f i c  in  Cocaine; Wrder  in the 
F i r s t  Degree; Conspi racy t o  Gnmi t F i r s t  Degree 
vllrdcr; Total counts-3. 

h i s p i r a c y  to T r a f f i c  in Cocaine; Wrder  in t l r  
Fi rs t  bgree ;  Conspiracy t o  Conit F i r s t  Degree 
wbrdcr; Attorpted Wrdcr ;  A d  bbbcry;  Total  
COlJnt s-  5. 

h i s p i r a c y  to T r a f f i c  in Cocai i r ;  Mirtlcr in t l r  
':i r s t  Degree; Corispi racy to  Cunni t F i r s t  Ccgrce 
dirder; A t t a ~ t c d  Wrdcr ;  A d  Fbbbery; Total  
.:wn t s ~ 5 .  

? ~ r i s ~ i i r x y  to T r a f f i c  in  CocairK!; Total counts-1. 

Indict;;ent. tssued 12/11/91; 
T r i a l  set 10/19/92. 

4 BrMord 

- 
Irrficomnt i s s i d  12/11/91; 
T r i a l  set 10/19/92. 

. . . . 

T r i a l  set 10/19/92. 

I 
I r x l i cmr i t  iss ixd 1:?/11/91; I 
T r i a l  set 10/19/92. 

IrdlcbTerit issucd 12/11/91; 
Fugitive. ! 

Fugi t ive.  I 

I r d i c m n t  issued 12/11/91; j 
T r i a l  se: 10119192. 

I 
I rd ic tnsnt  issucd 12/11/91; I , 

I 

91-93wIf3 Brsurrd 4 

2 Drunord 

01 .Y3  W I I  BrMord 

h i s p i  racy to T r a f f i c  In &aino: Total counts-1 BrMerd 

!11-93WU h isp i racy  to T r a f f i c  in  Cocaiiw; l o t a i  counts-1. 

irrispiracy to T r a f f i c  in Cocaine; Total counts-1. 

Brsurrd 

BrMord 

I 
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Conspiracy to T r a f f i c  in @cairn; Total car i t s -1 .  

Conspiracy t o  T r i f f i c  In'Cbcaira; MJrdOr i n  tln 
F i r s t  Degree; Conspiracy to  Cmmit F i r s t  DEorw 
MJrder; Total  c a n t s - 3 .  

Conspiracy t o  T r a f f i c  in Cbcaim; Wrder in tln 
F i r s t  Degree; Cbnspiracy to  h i t  F i r s t  h g r e c  
MJrder; At turpted Wrder; A n d  FbDbery; Total 
m t s - 5 .  

Conspiracy t o  T r a f f i c  in Cbcalne: MJrder in the 
F i r s t  Dcgree; Conspiracy t o  Cmmlt F i r s t  b g r e e  
MJrder; AttETpted Wrder ;  Amed F b t h r y ;  Total 

Conspiracy to T r a f f i c  in Cocaine; Total mtmts-1.  
-1s-5. __ 

WE 

B r a n r d  

Oran rd  

B r a n r d  

h i s p i  racy t o  T r a f f i c  in 'Cocaine; Total nxni ts-1.  

DIST361TIO.I 

Irdictrrcnt i ssurd  12/11/91; 
T r i o l  set 10/19/92. 

+rsudin;l I ix l icbmnt 
Issued 01/14/92. T r i a l  set 
10/19/92. 

Sqwrseding l rd ictrmnt 
issued 01/14/92. 1-r i a I  set 
10/19/92. 

.. 

~ 

Conspiracy to T r a f f i c  in Cbcalne; Total cotnits-1. 

~ 

B r a n r d  

Cocisi)iracy to  T r a f f i c  in Cocainc; Total cocnits-1. 

Sqwrsoding l rd icbrent 
Issued 01/14/92. T r l a i  set 
10/19/92. 

Oran rd  

B r m r d  

BrMord 

Brav l rd  

Superseding i rd icrnont 
issued 01/14/92. T r i a l  sot 
10/19/92. 

Superseding I rd icnmnt  
issued 01/14/92. T r i a l  set 
10/19/92. 

Sqwrseding l r d i c m n t  
issued 01/14/92. T r i a l  sot 
10/19/92. 

Superseding Irdictrmnt 
issued 01/14/92. T r i a l  set  
101 19/92. 
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31 ~ 103-GB 
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Chispiracy t o  T r a f f i c  in Cocaine; Total crnnlts-1. 

Rackcteeriig; T r n f f i c k i w  I n M i r i j i m v  i n  Exr:ess 
of 2,033.potmls, txlt less than 10,LCo lxxtiwls; 
Cmspi racy to T r a f f  i c  in Nbr i  jiinru i r i  Excess of 
2 . m  p n r l s ,  but less than 1 O . m  poirwls: 7 1 1 t n l  

Fbckefeer ing; T ra f f  i c k i w  in W r i  juarln i n  Excess 
of 2.033 pounds, but less than 1 0 . 0  WXIS; 
Cocispl racy to T ra f f  IC in Nbr i j i m a  in Excess of  
2,ooO puwls, but less than 1 O . m  pouwls; Total  

---- - Wilt S -3.  

Fraudulent kpresentat  ions as Social ly or 
Ecomi ica l  ly Disadvanta@ Busirmss Gitcrpr isc; 
Conspi racy t o  Cunni t Fraudulent kprescritot ions 
aq Soc ia l l y  or Eaxrmica l  ly Disadvantaged ! k s i t l o s s  
Entcrpr ise; Total counts 2. 

Conspiracy to  h i t  Fraudulent kpreseiltat ions 
as Social i y  or EconaTlicaI ly  DisactvantauLvl Euslness 
Enterprise: Total counts-1. 
Conspi racy to Cmmi t Fraudulent Pepresentat iuns 
as Soc ia l l y  or E m i c a l  ly Disadvantaged &Jsirx?ss 
Eiiterpr ise; Total counts-1,. 
flacketeer ing: Conspi racy to Gmni t Fbckctecr i r q ;  
Oroanized Fravd; Grand Tlleft-12 CIS; Total 
counts- 15. 

w 

D r a n r d  

Bruhord 

Uruhord 

%mi in I e 

h i r m l e  

>inel las  

DISXXITICN 

Superseding Iiwiicment 
i ss imi  01/14/92. Trial set 
10/19/92. 

i n d i c m r r t  issued 
12/11/91. Fi(]it i vc .  

l n d i c m n t  i s s i w l  
12/11/91. F y l i t i v c .  

l n d i c m n t  i s s t m l  1-14-92. 
Owrgcs d is i i issn l  9/11/92. 
To be r e f i l c d  ty 
Infomat ion. 

~ 

i r d i c m n t  issucd 1/14/92. 
T r i a l  date set 
F b v d e r  17, 1992. 

indictment issucd 1/14/92. 
T r i a l  date set 
F b v m b r  17, 1%2. 

Indictment issucd 2/12/92. 
P r e - t r i a l  hearing se t  
10/26/92. 
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91 -92vil.l 

91.92.wD 

91 -Ui-SB 

91-wj .sD 

91 -14.93 

91 -67vm 

91 -67WB 

m w .  1Uxm 

KEm/ J4Y u+%D€LL 

n I cm W . W  

m s. w - R  

T D \ m i W  F I N  FEJUT 
ClWGE w D19061TIQJ 

Fhcketeering; Conspiracy to  Cunnit Racketccriryl; Pincl  I a s  l n d i c m n t  i s s i m l  2/12/92. 
Oroanized Fraul; Grand l x ? f t - 1 2  CIS; Total 
a m  t s -15. 10126192. 

kcketeer ing;  Conspiracy t o  Cormit Ibcketecr i rk ;  P inc l las Irdictrmnf issued 2/12/92. 
Orgenized Fraud; Grand T la f t -12  cts; Tota l  
can ts -15 .  10/26/92. 

bcketeer ing;  Conspiracy to Cornlit Racketccrilg; P i n c l  !as Indictnnnt issued 2/12/92. 
Organized Fraud; Grand Tlwft-12 CIS; Total 
count s-15. 10/26/92. 

k r d e r  i n  the F i r s t  Dogrec; A m d  b r g l a r y ;  D r m r d  lndictrrcnt i sswd  2/13/92. 
A n d  F1Jlrhry; Total  cwnts-3.  

I 

P r e - t r i a l  tear i f% set 

u .  
Pre-t  r i a l  t r a r  irv set 

P r e - t r l a l  J r a r i n j  set 

T r i a l  set for 
Cktober 19. 1992. 

k r d e r  
count s -2 .  

in tl ic F i r s t  Deorec; A m x i  b r g l a r y ;  l o t a l  l r d i c m n t  issucd 2/13/92. 
Deferxlant deceased 

8/21 192. 
~- ~ 

kcketeer ing-1  c t :  Grand l lw f t -21d  Dcgrce-4 cts;  Lbde l rd icbrent issucd 3/17/92. 
G r a d  Thef i -3rd Bgree-20; Forgery-35 cts: 
U t te r i ng  a Forged L b c m n t - 3 3  cts; Total  cotlnts- 
93. 
Cririiinal Llsury-1 c t :  b r g l a r y - 1  c t ;  Kidnappi~yl-2 Bronord I r d i c t m n t  issucd 6/11/92. 
CIS: Ex tor t ion- l  ct ;  Total cwnts.5. In Federal custcdy; t r i a l  

to be set a t  n later date. 

Criminal Usury-1 c t .  O r w r d  I n r l i c m n t  issue! 6/11/92. 
In Federal custctly; t r i a l  
to bo set a t  a later date. 

T r i a l  set for  
%toter 19, 1932. 
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92-240-98 

-~ ~ 

Cr iininal Lkury-1 c t ;  Burglary-1 c t ;  Kidnappiiw-2 
CIS; Extortion-1 c t ;  Total counts-5. 

Fbcketeerling-1 c t ;  Conspiracy t o  Connit 
Racketeer ing-1 c t :  A d  Kidnapping-3 cts: 
Gxispi racy to  Kidimp-Zcts: Amcd I thbery -5  c t s :  
A m d  Burglary-4 cts;  Grand l l l c f t -5  cts; Falsely 
Persmut Ing an O f f  Icer -2  cts; Gmsplracy 10  Coitni t 
Amed b b b e r y - 4  cts: Attorpted A n d  t3htH:ry-1 c l :  
Burglary of a Structure-2 CIS; Coiispi racy to 
h i t  Burglary-2 cts; Total counts-32. 

Packeteering-1 ct; Conspiracy t o  Ccnrnlt 
Packelcur iiw-1 c t ;  Amcd Kidilappliyl-3 CIS; 
Conspi racy to Kldnap-2 cts; Lhl iwfu l  Pussesiwl o f  
a F i rea rm1 ct; Falsely Personating an O f f l c o r - 3  
CIS; A n d  Fbbkry -7  cts; Arbred Lkrg lary-4 cts;  
Grand Theft-5 cts;  Atterpted A d  b b k r y - 1  c t ;  
Conspiracy to h m i t  Anred Fbbbery-5 cts; &irglary 
of a Structure-2 cts; Conspi racy to &mi t 

Racketeer ing-1 ct; Conspi racy to  b n i  t 
Racketeering-1 ct;  Conspiracy to Kidnap-1 c t :  
Anrtd fbbbery-1 ct;  Conspiracy to Cuimit Ariitvl 
hbllcry-1 c t ;  Total counts-5. 

- 

Burglary-2 cts; Total counts-37. - 

w JISDSITIOJ 

lndictrrcnt isswd 6/11/92. 
In Federal custcdy; t r i a l  
IO k set at  a later date. 

indicment issuLd 9/16/92. 

indi cmwit  i s s i ~ ~ l  9/16/92. 

I n d i c m n t  issued 9/16/92. 
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70511.1 snil FIN m r  
o m  

fbckcteering-1 ct ;  Bnsplracy l o  Cinniit 
Racketeering-1 c t ;  OeaI Ing In Stolen Prqmrly-1 
ct; h r g l a r y  of a Structure-2 cts; Cbnspiracy to 
Cainiit Burglary-2 cts:  Grand Theft-2 C I S ;  Tolul 

I 

I 
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IN THE SUPREME COURT OF THE STATE O F  FLORIDA 

JANUARY TERM, 1991 

CASE NIR.IEER 78,035 

. 

Advisory Opinion 
of the 

Tenth Statewide Grand Jury 
SWP Case Number 91-7-NFB 



In the proposed settlement agreement, Southern Bell agrees not to 
engage in the aforementioned suspect practices. The Company is 

of dollars to customers. Over the next three years, the Company 
must implement specifically outlined reforms. while at the same . .  - 
time funding its own supervision during a "review period" which is 
in the nature of probation. This supervision involves periodic, 
independent audits by a major accounting firm and monitoring of the 
reforms by the Office of Statewide Prosecution. The Company is 
specifically prohibited from passing any of the associated costs 
along to the customers in the rate making process before the Public 
Service Commission. Further, the Company is required to assist the 
Office of Statewide Prosecution in any investigation arising out of 
these matters. In exchange, the Office of Statewide Prosecution 
will not seek criminal charges against.the Company from this body 
and will not cursue criminal action against the Company regarding 
the aforementioned allegations, if the Company fully complies with 
the terms and conditions of the agreement. However, the Office of 
Statewide Prosecution maintains discretion to void the agreement 
and prosecute the Company if the Company does .not comply. The 
Office may, of course, seek to prosecute the Company for any 
violations of the law discovered at a later date concerning 
activities not covered in our investigation, or for any criminal 
activity committed after the signing of the agreement. 

In its consideration of the proposed settlement agreement, the 
Tenth Statewide Grand Jury weighed the extremely complex and time- 
consuming nature of a criminal prosecution alleging numerous 
instances of fraud by a huge corporation and its impact on an 
already overburdened court system. The Grand Jury has determined 
that the immediate positive impact of this settlement outweighs any 
perceived benefit of protracted criminal litigation, which even 
under optimal conditions is unlikely to produce a better result for 
the citizens of the State of Florida. 

We do not condone the Company's activities, nor exonerate the 
Company from responsibility. We agree, instead, to withhoid 
judgment, giving the Company ample incentive and opportunity to 
remedy the suspect practices. Because we believe the terms and 
Conditions negotiated by the Statewide Prosecutor are carefully 
structured in the best interest of the people of this State, we 
recommend that the Office of Statewide Prosecution enter into the 
proposed settlement agreement, and we ratify the same if all things 
are substantially as they have been represented to this Grand Jury. 

required to make expeditious and complete restitution of millions - 



Respectfully submitted ro the Honorable Frederlck T. Pfeiffer, 
Presiding Judge, and to Melanie Ann Hines, Staxewide Prosecutor and 
Statewide Grand Jury Legal Adviser, this 16-J, day of September, 
1992. 

- 

Foreperson 
Tenthstatewide Grand Jury 

of Florida 

. 
by the Honorable Frederick T. Pfeiffer this 

, 1992, but sealed until further order of the 
Court on motion of the Legal Adviser. 

i 

Frederick T. P & i f m  
Presiding Judge 
Tenthstatewide Grand Jury 

of Florida 
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2 1983 

3 MAR, 1985 

f DEC, 1986 

5 FEB, 1987 
. 

6 SEP, 1987 

7 FALL, 1987 
8 JAN, 1988 

9 FEB, 1988 
(OJUN, 1988 

r r  FALL, 1988 

12 NOV, 1988 

JAN, 1989 

/{FEB, 1989 

/qMAY, 1989 

AUG, 1990 

17 SEP, 1990 

1 8  NOV, 1991 
14 JAN, 1992 

EXHIBIT 

/ CHRONOLOGICAL SUMMARY OF KEY DATES 

- - 
SOUTHERN BELL RATE CASE 

TIFFORD/FALSETTI FALSIFICATION ALLEGATIONS TO 
FBI, U.S. ATTORNEY AND FCC. 

FCC REJECTION OF TIFFORD/FALSETTI COMPLAINT 
AND REFERRAL TO FLORIDA PSC 

PSC STAFF LETTER TO TIFFORD 

SALE OF OPTIONAL SERVICES BY MAINTENANCE 
PERSONNEL 

SOUTHERN BELL IMPLEMENTS CAT TROUBLE SYSTEM 

FALSETTI ALLEGATIONS DIRECTLY TO SOUTHERN EELL 
MANAGEMENT 

HAMPTON BOOKER STAFF REVIEW OF MIAMI METRO 

SHIRLEY PERRING REPORTS STAFF REVIEW RESULTS TO 
LINDA ISENHOUR 

PERRING/RUPE TELL SELLERS "YOU'RE CHEATING ON 
REPAIR RECORDS" 

PSC APPROVAL OF INCENTIVE RATEMAKING 

"CON" REPORTS INCREASE BY OVER 300% 

ISENHOUR INTERVIEWED BY VAN GORDON 

SECOND STAFF REVIELJ OF MIAMI METRO/RESULTS TO 
ISENHOUR 

STAFF REVIEW OF NORTH DADE RESULTS IN 
LINDA ISENHOUR INITIATING AN "INVESTIGATION' 

BEGINNING OF SOUTHERN BELL'S INVESTIGATION OF 
GAINESVILLE CENTER 

ATTORNEY GENERAL REQUESTS "CON" RECORDS 

SOUTHERN BELL DISCONTINUES USE OF "CON" CODES 

- 



.. 

%ARCH 5 ,  i 9 8 5  

S O N O R A B L E  STANLEY MARCUS 
JNITED STATES ATTORN.EY 
3 F f l C E  OF THE U N I T E D  STATES ATTORI.!EY 
! 5 5  5 .  M I A M I  AVENUE 
X I A M I ,  FLORIDA 33130 

AND 

S P E C I A L  A G E N T - I N  CHARGE 
FEDERAL aUREAU OF IN\ 'ESTIQATION 
3801  B I SCAYNE SOULEVARD 
M I A M I ,  FLORIDA 

EXHIBIT La 

2.5: FRAUD AGAINST THE -GOVERNMENT; 
FRAUD AGAINST THE PUBLIC-CONSUER'S 
OF SOUTiiERN BELL TELE'PHONE COM?ANY 
SE2.V I CES 

-ct.j-n ThiTh': 

! WO'JL3 LIKE TO A23ANGE A COtdFZZEriCE WIT3 YO3 OR YOU3 DELEGATES CONCE3KlNG k 
r = ? Y  SE?IO;IS, WIDE-RANGE F2AUC:  W ~ I C 3  VEZY WELL MlG2T EFFECT %E U N I T E D  S T A T E S  
CjOVE:3l<P',Ei<T t E 3 V  I CES SU3SC1 I S E D  F23X SOUTHE2.N 3 E L L  T E L E ? H O N E  COPi?L.fZY, AN3 
L Z ~ I K I T E L Y  t O X ' C f 3 i N S  THE W!DE-ZANGE OF TEE CONSUMIKC 3 5 3 L I C  OF 75: SAhCE S f R V l C E S  

c- I La-..- 

. ,- 

--- 

1 LOOK FD;lV;AT.3 T O  YOU2 ?ROMFT REPLY 



IN REPLY, PLEASE REFER TO 
FILE NO. 

ARTHUR W. TIFFORD, E S Q .  
1531 NORTHWEST 15th STREET 
MIAMI, FLORIDA 33130 

- POSY O F F I C E  aox 59:Lie, AS 
MlA!Il INTE2NATIONAL AIRPORT 
PiIAMI, FLORIDA 23159 - - 
MARCH 29, 1985 

EXHIBIT 

DEAR SI R: 

TSIS WILL CONFIRM A CONVERSATION BETWEEN MR. TIFFORD AND SPEClAL 
AGENT (SA) KENNETH F. POTTER, FORT LAUDERDALE, FLORIDA OFFICE OF THE FEDERAL 
BUREAU OF INVESTIGATION (FBI), ON MARCH 21, 1985. MR. TIFFORD SRIEFLY 
31SCUSSED FACTS AND CIRCUMSTANCES INVOLVING A COMPLAINT SY A CLIENT OF HIS WHO 
" A S  CONTENDED A POTENTIAL F2AUDULSNS ?ROGRAM CURRENTLY 'IEING EMPLOYED BY 
SOUTKERN SELL  TELEPHONE AND TELEGRAPH CCXPANY (SZTSTC), 'WHICH INWLVES A 
FAILURE TO "CREDIT GACK" COSTS OF TROUSLED CALLS AND TROU3LEO LINES, TO 
CUSTOMERS OF S3T&TC. KR. TIFFORD'S .CLIEb!T, AN EMPLOYEE OF S3T&TC, CLAIKS T O  
HAVE DOCUMENTARY AND COMPUTER PRINT OUT INFORMATION INDlCkTlNG SBT&TC IS, 

E Q U  I REMENTS. 
VIOLATIVE OF REGULATORY CONTROLS PERTAINING TO SUCH "CREDIT BACK" COST 

IT IS 3ELlEVED T3AT THE INFORMATION 3Y MR. TIFFORD AND HIS CLIERT 
SHOULD &E REFE32ED TO THAT AGENCY HAVING REGULATORY COI\'TROL OVER SBT&TC, 
TO WIT: TEE C3:SMON CARRIZR >IV!S!3N OF T5E FEDERAL COMMUNICATIONS COMMISSION 
(FCC) ,  IN WAS%!NGTON, D.C. ?URSUAKT T3 TSAT, THIS OFFICE HAS CONTACTED 
V.S. MARGARET XOO3, A S S  I STANT C l i  I 5:' , COX'ION CAR2 I E3 3 I V I S I OR, ! ?! WAS* I NGTON, 
S.C. X S .  WOC3 A D V I S E D  TSAT COMPLAINTS S.'OULD 8E REFESRED T O  53. GRfGORY K E I S S ,  
CH.1 EF, FORMAL COMPLk I NT SECT I ON, C0:YMON CARR 1 E 2  D I V I S I ON, F C C ,  W A 5 E  I NGTOti, 
2.C. L ) c : s L ,  A?;> THAT pi?. v ; : ; 3 s  s= 5 s .  '::COD VAy COK\:T,LCTE3 T-?OgZ% TELEauc\>:\'T 

5zLC.T I VE I u Lu: . : fLA i I,, a, .- LJ-:.,AL G? "FC.%:.MAL, T C  -..- 8r.z --e i-Lb F:;.?' 3: L::;.7E3 i:; 
2C2 /632-4830 .  3 s .  i':Ct3 F~~~~~~ $ELATE? T.'Ai S?ECiFIC !NF5="&\:T;Cr< - -  -- . . - --.. 

SECT!OXS i . T 7 6 ; . 7 2 5 ,  Of TEE C33f Oi- FE3ERAL REGULATIDNS ( C F ? , ) .  

3Y: 
THOt'AS K .  RUPPRATS 
SLJPE=V:S@?Y S ? E C I  1 L  AGE;;? 



. . .  . - . _  - - - - -  

MAY 15, 1S65  

CATHLEEN COLLINS 
CHIEF OF ENFORCEMENT DIVISION 
FCC COMPLAINTS 
COMMON CAUSE BUilZAU 
1919 M. STREET, N.W. 
WASHINGTON, D.C. 2 0 5 5 4  . 
RE: FRAUD AGAINST THE GOVERNMENT; 

F i l A U D  AGAINST THE PUBLIC-CONSUMER'S 
OF SOUTHEilN BELL TELEPHONE COaPANY 
SERVl CES 

DEAR HS. COLLINS: 

?LEASE CONSIDER TSE ENCLOSED TO 3 E  A FORMAL C0MPLA;NT RELkTiVE TO T S I S  MATTE:. 

1 7  YOU i i l V E  A N Y  QLIESTIOKS ?LEASE CONTACT Ti iE U N D E i l S I G i : E 3 .  . -  

VE2Y ;??LILY YOURS, 

k?.!THUi: v: .  7 I FFORD 



AUGUST 29, I985 

CATHLEEN COLLINS 
CHIEF OF ENFORCEMENT DIVISION 
FCC COMPLAINTS 
COMMON CAUSE SUREAU 
1919 M. STREET, N.W. 
WASHINGTON, D.C. 2 2 5 5 4  

. 
?.E: MY 1TR OF HAY 15, 1985 

FRAUD AGAIXST GOVERNMENT; 

OF SOUTHERN SELL TELEPHONE CONPANY 
SERV I CES : 

FRAUD AGAINST TEZ ?usLic-co~sur-ms 

VERY ??LILY YOUFIS, 



NGVEM3ER 1 7 ,  1996 CERT. MAIL NO. P149640947 
RETURN RfCEl?? R E Q .  

NS. CATHLEEN COLLINS 
CHIEF OF ENFOXCEMENT D I V I S i O N  
FCC COMPLAINTS 
COMMON CAUSE BUREAU 
1919 M STREET, K . W .  
WASHINGTON, D.C. 20054 

RE: MY LETTERS OF MAY 1 5 ,  1985 AND 
AUGUST 29, 1985- 

DEAR MS. COLLINS: 

ON MAY 15, 1965, I WROTE TO YOU f:.iCLOSli<G IiiFORMATION AN3 DOCUMENTS 

1 AGAIN WROTE ON AUGUST 29, 1985 AND S?OKE WITH MR. WElSS AFjD MS. LOHNSOli 
ON OR ABOUT DECENSER 5, 1985. 

RELATING TO L. FORKAL COMPLAINT AGAINST THE SOUTHERN SELL TELEPH~NE.COMPANY. 

AS I UNDERSTAND THE STATUS OF THE' COMPLAINT, IT \:'AS DOCKETED I N  THE FORMAL 
COMPLAINT SECTION 3UT NO ACTION HAS AS YET 3EEN TAKEN. 

I HAVE READ THE A??LICF.ZLZ REGUL+.TIONS AS SET FORTH AT $7 CFR 1.72 : .  THE 
ENCLOSED MATERIAL P3OV1DE3 ALL TEE K\'ECESSAF(Y INFORM&T!ON. 

, f i e >  i5  ; , V I  k S 1Ti lkTION \'!S-:E?.E WE 3AVE A?< !?.:2: 'Vi3UAL SEEKING 31.KAGES. WHAT 
I S  A I L E G Z 3  IS A SERIOSS, I I D E - R A r < G :  FRAU3 Y!%IC% &FFfCTS ALL C2STOMERS OF 
SOUTHERN 3 E L L  TELZ?HONE COMPANY. SPECIFICALLY, I T  IS ALLEGE9 THkT THE COMPANY 
I S  FAILINC TO "CRE3IT-SACK" COSTS 0: TROUSLED CALLS AN3 TROD2:LED L I N E S  I R  
VICLATIOK 37 ZEGL'LATODY CONTSOLS P E Z T A . l N l N G  TO S9CH "Ci?ZDIT 3ACK" ZGST 

-..,- ,:-.- 

R E C ~  I .?Er<Ex:s. 

VE2Y TRULY Y O U R S ,  

ARTULIR h" T I :FORD, ? . A .  



MR. ARTHUR W. TIFFORD, ?.A. 
1365 NO2TSWEST 1 5 t h  STREET 
MIAMI, FLORIDA 33125 

DEAR MR. TIFFORD: 

THIS IS IN RESPONSE TO YOUR NOVEMBER 17, 1956 COMPLAINT AGAINST SOUTHERN BELL. 
TELEPHONE COMPANY, WHICH WAS RECEIVED IN THIS OFFICE ON NOVEMBER 20, 1986.. 

DURING A TELEPHONE CONVERSATION ON NOVEMBER 2 4 ,  1966,.YOU WERE-ADVISE3 BY 
MS.  DEBBIE LERNER, A STAFF ATTO3NEY IN TiJ.E FORMAL COMPLAIKTS BRANCH, THAT YOUP 
COMPLAINT FAILS TO ALLEGE ANY BASIS FOR ASSERTION OF THIS COMMISSION'S 
JURISDICTION WHICS I S . L I . M I T E D  TO INTERSTATE MATTERS INVOLVING ALLEGED VIOLATIC 
OF S?ECIFIC ??,OVISIONS OF TEE COMMUNICATIONS ACT. INSTEAD, THE CO!q?LAlNT 
APPEARS TO RAISE A P 'JESTION V!!T3 REGARD TO PROPER CZEDITING Of LOCAL CALLS 
AND, CONSISUENTFY, SSOULD 3E ADDRESSED TC THE fLORiDA PUSLlC SERVICE 
CONM I ss ; OiJ . 
:N AN EFFOZ'.T TO ASS1ST YOU, V!E A 3 E  TAKING TSE LlSERTY CF FORWARDING YOU? 
C3XPLC I NT TS YOUR STATE C3M:~lSS1Gli AT ,nr  %33ZESS S+iiCV;!\: 3ELOW FDR i T S  ?.E\'iElV 
.&::3 ,&?"701'?::;.-E ACTIO:<. 

. 

m. A x H t i a  w .  T::FOZD, =:A.  

, --..,=- - . , , -  -..- _ ^ _ _  
I ; ,<ji , r,-: -= : i<z=Gc [ b<s j i<FGR:W&T I ON, AL3';' ' i r u  V> ! "2 I I . .  -':= 4 ACT i DN 7 k K E N ,  A 2 2 3 E S S . E :  
\(OS? CC:;CE?."!S ,  

s I NcE,qE=y, 

S U S A N  I .  \'YES;, ChZ?lE3 ki(ALYS7 
INFG?!MAL COK?LAISTS AND SU3ilC 
I N W ! ? l E S  5 Z A N C %  
ENFORCEMENT 3 I V I S I Dl4 
COMMGN CARRIER BUREAU 



:ammissionerr 
‘2HN 6. MARKS. 111. CHAIRMAN 
-.EWLD L (JERRYI GUNTER 
.3HN 1. HERNDON 
.‘&TIE NICHOLS 
rl lc&.~EL McK. WILSON 

f 
- *  0. r---u - -  

-e  of Florida C‘ 

OI\’ISIOY Oc COMMUNICATIONS 
DIRECTOR. WALTER D HAESELEER 
(9M) UUI-1280 

EXHIBIT 

- February 12, 1987 

A r t h u r  W. Tifford. P.A. 
Attorney a t  Law 
1385 North West 1 5 t h  S t r ee t  
Miami, FL. 33125 . 
Dear Mr. Tifford: 

Conf i rming  our meeting o f  February 2, 1987 concerning the  alleged 
a l te ra t ion  of records by Southern Bell management employees. 
the best  approach f o r  us t o  take ,  absent testimony from persons w i t h  f i r s t  
hand knowledge, i s  t o  make sure our s t a f f  f u l l y  understands the  capab i l i t i e s  
of the data bases used for  control of out of service reports.  
t ra in ing  we expect t o  have the tools necessary t o  discover any abuses of 
Southern Bell’s t rouble  reporting system. 

tomiss ion  s t a f f  t u t o r i a l .  Our  task will then be eas i e r  s ince  we already know 
what we will be looking f o r  i n  our next Southern Bell evaluation. A time and 
place f o r  the evaluation has not y e t  been established. however, I will  not i fy  
you of our findings a t  i t s  

I hope,considering your c l i en t s  request f o r  anonymity, t h a t  t h i s  has 
been responsive t o  your complain:. 
any questions. 

As we d i s a s s e d ,  

W i t h  additional 

A t  my request Southern Bell i s  i n  t he  process of arranging a 

conclusion. 

Please feel  f ree  t o  c a l l  on me i f  you have 

JAT/tp (0368C) 

cc: B. Bailey, 0-113 

/ J.A. Taylor. C h r r f  
I Bureau of Service Evaluation 
I 

FLETCHER BUILDING . 101 EAST GAINES STREET - TALLMASSEE. FL 3239am50 
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SUPP. No. 157 TELEPBONE cowmres CaRPTER 25-4 

(2) To ensure a uniform treatment of the various grades and classes of service 
on a statewide basis, each telephone utility not presently in compliance shall 
establish as a goal the attainment of the following objectives: 

(a) The minimum qrade of service offered shall not exceed a maximum of four 
( 4 )  main stations per-circuit. 

(b) This minimum qrade of service offering beyond the base rate area, where 
offeied, shall be pro"-ided at that company's prescribed rates for such service 
without the application of mileage or zone charges. 

(c) Accordingly, each affected telephone company shall, as economic 
considerations permit, undertake such expansion of its plant and revisions to its 
tariff as may be cecessari.to realize these objectives within (5) years from the 
effective date of these rules. The utility may regroup subscribers in such manner 
as may be necessary to carry out.the provisions of this rule but it shall not deny 
service to any existing subscriber. 

(3) During the interim period required for compliance with the-above', the 
presently prescribed maximum of five (5) main stations per line for multi-party 

Specific Authority: 364.20, F . S .  
Law Implemented: 364.03, 364.15, F . S .  
History2 Revised 12/1/68. Amended 3/31/76, formerly 25-4.68. 

service shall apply. - 

25-4.069 Maintenance of Plant 5 Equipment. 
(1) Each telephone utility shall adopt and pursue a maintenance program aimed 

at achieving efficient operation of its system so as to permit the rendering of 
safe, adequate and continuous service at all times. 

(2) Maintenance shall include keeping all plant and equipment in a good state 
of repair consistent with safety and adequate service performance. Broken, 
damaged, or deterioreted parts which are no longer serviceable shall be repaired 
or zeplaced. Adjustable apparatus and equipment shall be readjusted as necessary 
when found by preventive routines or fault location tests to be in unsatisfactory 
operating condition. Electrical faults, such as leakage or poor insulation, noise 
induction, crosstalk, or poor transmission characteristics, shall be corrected to 
the extent practicable within the design capability of the plant affected. 
Specific Authority: 350.127(2), F . S .  
Law Implemented: 364.03, 364.15, P.S. 
Eistory-: Revised 12/1/68, amended 12/13/82, 9/30/85, formerly 25-4.69, Amended 
&/16/90. 

25-4.070 Customer Trouble Reports. 
(i) fach telephone utility shall make all reasonable efforts to minimize the 

extent and duration of trouble conditions that disrupt o r  affect customer telephone 
service. Trouble reports will be classified as to their severity on a service 
interruption (synonymous with out-of-service or 00s) or service affecti.ng 
(synonymous with non-out-of-service or non-035) basis. Service interruption 
reports shall not be downgraded to a service affecting report, however, a service 
affecting report shall be upgraded to a service interruption if changing trouble 
conditions so indicate. 

(a) Companies shall make every reasonable attempt to restore service on the 
same day that the interruption is r- to the s v i n a  d v  r e m -  

(b) In the event a subscriber's service i6 interrupted otherwise than by 
negligence or willful acc of the subscriber and it remains out of service in excess 
of 24 hocrs after being reported to the company, an appropriate adjustment or 
refund shall be made to the subscriber automatically, pursuant to Rule 25-4.110 
(Customer Billing). Service interruption time will~pe computed on a continuous 
basis, Sundays and holidays included. klso, if the company finds that it is the 
customer's responsibility to correct the trouble, it must notify o r  atiempt to 
notify the customer within 24 hours after the trouble was reported. 



Supo. No. 157 TELEPHONE COMF'ANIES CHAPTER 25-4 . 

(c) If eervice is *isccntinued in error by the telephme campany, t>= sorvice - 
shall be restored without undue delay, and clarification made with the subscriber 
to verify that service is restored and in satisfactory working condition. 

(2) Sundays and Holidays: (a)Except for emergency services, i.e., military, 
li.edica1, police, fire, etc., Companies are not required to provide normal repair 
service on Sundays. Where any repair action invoives a Sunday or noliday, that 
period shall be excepted when computing service objectives, but not refunds for COS 
conditions. 

(b) Service incerruptions occurring on a holiday not contiguous to Sunday will 
be treated as in (2) (a) of this rule. For holidays contiguous to a Sunday or 
another holiday, sufficient repair forces shall be scheduled so that repairs can 
be m if r m t &  bv a subscriber. 

(3) Service Objectives: 
(a) Service -Interruption: Restoration of interrupted service shall be 

scheduled to insure at least 95 percent shall be cleared within 24 hours of report 
in each exchange as measured on a monthly basis. For any exchange failing to meet 
this objective, the company shall provide an explanation with its periodic report 
to the Commission. 

(b) Service Affecting: Clearing of service affecting trouble reports shall 
be scheduled to insure at least 95 percent of such reports are cleared within 72 i 
hours of report in each exchange as-measured on a monthly basis. 

(4) Priority shall b e given to service interruptions which affect public 
health and safetv that are rewrted to and verified by the comuany and such service - -  
interruptions &all be correited as promptly as poskible on an emergency basis. 

(5) Each telephone company shall maintain an accurate record of trouble 
reports made by its customers and shall establish as its objective the maintenance 
of service at a level such that the rate of all initial customer trouble reports 
(trouble index) in each exchange will not exceed six (6).reports per 100 telephone 
access lines when measured on a monthly basis. (6)Hargin of Error: When the 
monthly trouble index exceeds the prescribed level fo r  that exchange by two (2) or 
more reported troubles per one-hundred (100) telephone access lines, the company i 

! shall investigate such situation and take corrective action. 
(7) Repeat Trouble: Each telephone company shall establish procedures to 

insure the prompt investigation and correction of repeat trouble reports such that 
the percentage of repeat troubles will not exceed 20 percent of the total initial 
customer reporzs In each exchange when measured on a monthly basis. A repeat 

cays of the initial report. 
(8) The service o5jec:ives of this rule will not apply to subsequent customer 

reports (not to .be c.onfused with. repeat trouble reports); .emergency situations, 
;.e., actsLof-Go3 0: unavoidable casualties 'where at least 10 percent of a? 
exchange is out of service, or those reported troubles which are beyond the control 
of the telephone company. 

(9) Reportins Criteria - Zach company shall periodically report data as 
specified i?. 25-5.185, Periodic Reports. 
Specific Authority: 350.127(2), F.S. 
Law Implemented: 364.03, 364.17, 364.18, P.S. 
History: Revised 12/1/68, Amended 3/31/76. (formerly 25-4.70), Amended 6/25/90. 

- -  .,ouble report is another report involving the same item of plant wizhin thirty 

25-4.071 Adequacy of Service. 
(1) Each telephone utility shall furnish local and toll central office 

switching service on a twenty-four (24) hour basis each day of the year in all 
exchanges. 

(21 Usage studies, including operator intercept, recorded announcement, 
directory assistance, repair and business office services shall be made and records 
maintained to the extent and frequency necessary to determine that sufficient 
equipment is provided during the average busy season busy hour, that an adequate 
operating force is provided to meet the prescribed answering time requirements of 
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EXHIBIT [LJ 
CALCULATION OF PERCENTAGE OF OUT-OF-SERVICE TIMELY REPAIRED 

1. TOTAL # OF TROUBLE REPORTS CLEARED I N  2 4  HOURS .............................................. 
TOTAL # OF TROUBLE REPORTS RECEIVED 

= PERCENTAGE 
TIMELY 
CLEARED 

2. 19 
95% -- = 

20 . 
3. 19 -- = 90.5% 

21 

4 .  38 
-- = 95% 
40 

5. 57 

60 
95% -- = 




