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DOCXBT NO. 930423- TL - RBQOBST PO~ APPROVAL OF PROPOSED 
TARIFF TO OJ'PER A THIRTY DAY (30) MONEY BACIC GOARANTBB 
FOR SKARTCALL PEATORBS AND PACICAGBS AND CERTAIN CUSTOM 
CALL LOCAL AREA SIGNALLING SERVICE FEATURES AND 
PACKAGES BY GTE FLORIDA INCORPORATED (T-93-151 PILED 
MARCH 26, 1993) 

AUGUST 3, 1993 - CONTROVERSIAL - PARTIES KAY 
PARTICIPATE 

CRI TICAL DATES: COMPANY WAIVED 60-DAY STATOTORY REQUIREMENT 
COMPANY REQUESTED BPPBCTIVB DATE: AUGUST 4, 1993 

SPECIAL INSTRUCTIONSJ Is \ PSC\CHU\WP \ f30423.RCK 

DI SCUSSION OF l SSUES 

ISSUE 1 : Should GTE Florida I ncor porated ' s proposed tariff 
filing to o f fer a thir ty-day (30) Mo ney Back Guarantee for 
SmartCall features and packages and certain custom calling Local 
Area Signalling Service (CLASS) f eatures and packages be 
a pproved? 

FECOHMENDATION: Yes . GTE Florid a I ncorporated ' s proposed tariff 
filing to offer a thir ty-day (30) Mo ney Back Guarantee for 
Smartcall features and packages and certain custom calling Loca l 
Area Signalling Service (CLASS) features and packages should be 
approved. GTEFL should track the res ults of its 30 DMBG offering 
over the next two years and provide the Commission with semi­
annual results. Th e staff a nd the Company shquld work together 
to determine t h e natur e of the information necessary to obtain 
maximum results. The effec tive date of the tariff should be 
August 4, 1993. 
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• 
STAPP ANALYSIS; On March 26, 1993, GTE Florida I ncorporated 
(GTEFL) !iled revisions to its General Serv ice Tariff to o ffer a 

Thirty-Day (JO) Money Back Guarantee (JO DKBG) to encourage 
customers t o try new network services . The p roposed tariff 
allows customers to subscribe to services with the option of 
being guaranteed t heir money back if they are unsatisfied with 
the service. currentl y, there is no p rovi s ion for Honey Back 
Guarantees in the t ariff . However , often local exchange 
companies offer promotions which accomplish the same goal of 
encouraging customers to try new ser vices . GTEFL anticipates 
that the hone y Back Guarantee will e ncouraq e i ncreased network 
sales. The Company ' s plan to market this plan is i n its business 

as usual appr oach , meaning c ustomers wi ll be notified of the 
service via bil l stuffers and customer service representati ves. 

The money back guarantee will be applied as follows : if the 
customer notifies GTEFL wi th in t h e first JO d ays of crying the 
service that h e is no t sat isf ied with t he service(s) , and wishes 
to discontinue the service(s), the c ustomer will be entitled to a 

full refund of one (1) month ' s monthly recurr ing charg~ (MRC), or 
portion thereof if subscription is less than JO days. The 
customer will nQt be refunded the n on-recurring c harge (i.e., 
t he Network Access Char ge) associated with ordering l he new 
sorvJce. This refund will be applied as a credit o n the 
customer ' s bi l l. Each customer wil l be entitled to the credit 
one time per service . Tho JO Day Honey Back Guarantee will be 
available f or the listed services in a ll GTE central offlces 
vhere t hese services are equipped. The JO DHBG will apply to the 

following services: 
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Services Available for The Thirty-Day (JO) 
Honey Back Guarantee 

( 1) 
(2) 
(J) 
(4) 
(5) 
(6) 
(7) 
(8) 
(9) 

(10) 
( 11) 
(12) 
{13) 
( 14) 
(15) 
(16) 
(17) 
(18) 
(19) 
(20) 
( 21) 

Call Forwarding 
Three-Way Cal ling 
Speed Calling (8 Code) 
Speed Calling (JO Code) 
Call Waiting 
Cancel Call Waiting 
Smart Ring 
Smarter Call 
Smarter Call (JO Code) 
Smarter Call with Smart Ring 
Smarter Call (30 Code) with Smart R: ng 
Automatic Busy Redial 
Automatic Call Return 
Call Block 
Smart Call PAK 4400 
Smart Call PAK 4900 
Special Call Acceptance 
Special Call Forwarding 
Special Call Wait ing 
VIP Alert 
Calling Number ID 

Using the scenario of a residentia l c u stomer ordering 
Automatic Busy Redial ($5.00 per month), the refund/credit would 
be applied as follows: After 15 days, the customer calls t o 
disconnect the feature and requests the money back guarantee. 

~he billing system will automatically credit for the 15 days the 
feature wa s not activated. A manual adjustment is then required 

by a service representative to c redit the cust omer for the 15 

days he had Automatic Busy Redial. The customer's bill will show 

a credit which states "Billing Adjustment". 

The 30 DMBG estimate is based on the most current Original 
Budget (OB) forecast containing the vertical services product 
line. These services are sold primarily to residential and small 

business customers. The initial phase of conducting the vertical 

service forecast basically involves t he evaluation of central 
o ffi c e switch technology. It is assumed that vertical services 

will be deployed on all capablA switches. 
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Upon completion of the central office d eployment schedule, a 

total of capable lines and, i n turn , penetration r ates are 

established for Florida. Market researc h, market strategy, 
economic conditions, as wel l as historical penetration rates, and 

annual growth rates, were evaluated to forec ast total billed 
u n its. The o verall p otential market is defined as capable lines 
(residentia l one-party and business one party subsc ribers) wh ich 
can provioe the servic e. After the estimation of market 

penetratio n is defi ne d , t h e equation is to multiply t he capable 
lines by t he estimated percentage penetration , (e .g. , Billed 
Un its= Annual pe netratio n r ate x estimate potential market ) . 

An estimate for each category of SmartCall and CLASS 

services is then determined using past trends, tec hnology, and 

market strategies. The equation to forecast the Smartcall groups 

is as follows : 

SmartCall Forecast Equa tion 

Individual - Penetration X Total Billed Units 
fea ture/Package estimate 

The forecasts are pro vided annua lly for a t h ree-year period. 

Residence market s timulation is projected usi ng t he annual growth 

between the years of the OB forecast times an estimate of 5 
percent times 70 percen t . The 5 percen t is an estimate of the 

market that wo uld a ccept a money bac k g uarantee offer by 
canceling the service. The 70 per~ent represents t he propensity 

of residential customers to subscribe to SmartCall. The r eturn 
rate is assumed t o be 10 p e rce nt of the market stimulation. The 
net result is achieved by subtracting the stimulation from t h e 
return . Th e formula is as fol lows: 

·-
Stimulation 

Residence (OB Year 2 less OB Year 1) X l Ot X 70\ 

Business (OB Year 2 less OB Year 1) x 5% X 30% 

Return 
Residence 10\ x Residence Stimulation 
Business 10\ x Business Stimulation 

Net Return 
Residence Residence Stimulation less Residence Return 
Business Business Stimulation less Business Return 
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customers who become dissatisfied with the~r Smart Call 

Services may obtain the 30 DKBG by t e lling GTEPL o f their 

dissatisfaction when they c anc el the service . The return rate is 

assumed to be 10\ of t he market stimulat ion. GTEFL anticipates 

that l i n 10 of the sales s timulated by the 30 DHBG would take 

advantage of the 30 DMBG and cancels the service. Thi s 
percentage is an educated guess based o n the Company's experience 

of the forecast. Staff believes that this assumption i s 

reasonable. No othe r essumptions are assumed in the penetration 

estimate. The net units a ssociated with t he 30 DHBG is achieved 

by subtract i ng the rate of return f rom the stimulated sales. The 

money back guarantee forecast is summarized for custom c alling 

a nd CLASS features on Table 1-A .and 1-B. 

Revenue I nformation 

The Company ' s forecast includes the customers who 
discontinue the s ervice after 30 days. The amount of r evenue 

loss associated with diss atisfied c ustomer s who d iscontinue the 

service during the initial 30 days is as follows: 

Revenue Loss Associated with t he 30 Day 
Honey Back Gua rantee 

Year Revenue loss 

1993 $ 24,477 

1994 $3 4 ,520 

1995 $31,288 

The reve nue loss associated with t he 30 DHBG is base d on 

total revenues for each group of services. Total revenues are 

divided by 1992 billed units of eac h group of service whic h 

results in an a verage per unit rate. For example, the 1992 year 

e nd units for the CLASS serv ices (or the more advanced c ustom 

calling services) was 109 ,663 and t he 1992 total revenues for tho 

CLAS S service was $852,234 whic h yields an average per unit rate 

of $7. 7 7 pe r unit ( i.e., $852 ,23 4 / 109,663• $ 7 . 77). Older Smart 

Call Services (Call Waiting, Call Forwarding, Speed Call) were 

a ssessed at $4.80 p e r unit ( i.e ., $2,022,87 1 + 4 21 ,155 = $4.80). 

The average per u n it rate for both CLASS and cust om Call ing 

Services is $5 . 42 per unit (i.e. , 2,875,105 + 530,818 = $5.42). 
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GTEFL anticipates a not gain in ne t work sales as follows : 

Proiected Net Gain in Sales 

YEAR Service 

Smart Call CLASS 

1993 $36,204 $48,306 

1994 $32,880 $68 218 

1995 $42,420 $61.661 

Based o n the revenue loss associated with t he 30 DHBG and 
the projected net gain in sales, we bel ieve this revenue loss ls 

minimal and believe t h at the revenue gain ~ill offse t the revenue 

loss. Theref ore staff is comfort able with the projected revenue 
loss a ssociated with the 30 DMBG. Further, we recommend that the 

revenue losD associated with this service be accounted for above 

the line ( ATL) . 

STAFF CONCBRNB 

Thi s type of offering is a change in Commission policy. One 
of staff ' s concerns is that GTEFL is offering a money back 
guarantee when promotions are offered o n custom c alling and CLASS 
features. Between April 1984 and Februar y 1989, GTEFL, in 
conjunction with a Custom Calling NRC waiver, offered a 30 day 

free trial on either an individual feature or a c ustom calling 
package. (Special promotions tariffs are filed pursuant to 

Docket No. 830411-TP, Order No. 12559 and Docket No . 840078-TP , 

Order No. 13181). 

Typica l ly, local exchange conpanies are able to increase 
sales via promotions. Promotions are often offere d for both 

recurring and non-recurring c harges. At the end of the promotion 
period, the company is supposed to notify the c ustome r to see 
whether he wishes to continue ~ith the service or not. The 
difference between the 30 DHBG and a promotion is that the 30 
DHBG is a continuous offering, meaning that a customer is only 
allowed to "try" a new service when the service is being 
promoted. With the 30 DMBG, a customer will be able to try a 
service at any time and receive a refund if they discontinue its 

us e wtthL• 30 days. 
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• 
GTEFL's rationale behind a JO DHBG is that it will be used 

as a sales t ool to help them ach ieve maximum SmartCall 
penetration. Within the next J-4 years, GTEPL believes that 70\ 

of its network service will be under competitive pressure. The 
more penetration the Company can a c hieve before this happens, the 

better position the company will be in to compete. 

In addition to compet i tive pressures, GTEFL believes there 

are substitutes for some of its Custom Calling and CLASS 
services. G1EFL stated that Speed Calling is available on most 
modern feature teleph ones. Call plock and Special call 
Ass istanc e ca n be emulated by equipment t hat can be placed 

between t h e telephone a nd the telephone company demarcation 
point. Automatic Busy Redial can be emulated by some feature 
telephones. Three way Calling can be obtained by having two 

lines and a two line feature telephone set (conference button). 
Although staff would a gree that some competition may exist among 

some of t hese services , we have not determined to what extent it 

exists. However, Staff has no concerns with the company 

j ustifying a JO DHBG to i ncrease sales, as l ong as the revenue 
loss is appropriately accounted for. We do believe that t he 
con c ept of a JO DHBG is feasible to allow customers to "try" new 

services, whi l e at the same time the Company is able t o increase 

sales. 

Finally, staff was concerned that GTEFL has no market 

research which supports t hat c ustomers are dissatisfied after 
they subscribe to Smart Call f eatures. GTEFL states t hat : " the 

JO DMBG is offered to relieve a subscribPr ' s concerns of being 
dissatisfied with the product , post subscription . GTEPL believes 

chat the promise of , or availability of the JO DHBG will "win 

GTEFL a happy customer, convinced that GTEPL will stand behind 
the quality of its services ." Since GTEFL has no market researc h 

indicating c us tomer dissatisfaction with SmartCall features, we 
recommend that GTEFL track the results of its JO DMDG offering 
over the next two years and provide the Commission with semi­
annual results. The staff and the Company have agreed to work 

together to d e termine the nature of the information necessary to 

obtain maximum results . 

Staff bel ieves that GTEPL ' s proposed tariff filing to o ffer 

a JO DHBG will encourage customers to try new network services 
with the option of being guaranteed their money back it they are 
unoatisfied. Based on the info rmation presented, sta ff 
rocommendo approval o n the bnuis s ubm itted. Tho tariff s hould bo 

e ffec tive August 4, 1993. 
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ISSQB 2: Should the docket be closed? 

• 
RECOKHEHDATIOH: Yes . If Issue 1 is approved, t his tariff should 

become effec tive o n August 4, 1993. If a timely protest is 

filed, this tariff should remain in effect with any increase held 

subject lo refund pending resolution of the protest . If no 

timely protest is filed, lhis docket should be c l osed. 

STAPF ANALYSIS; At the conclusion of the protest period, i f no 

protest is filed, this docket s hould be closed . 

93042 3 .rcm 
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