COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE TARIFF FILINGS OF LDDS )

INDIANA, INC. d/b/a LDDS ) :
COMMUNICATIONS AND LDDS OF ) CASE NO. 90-097
KENTUCKY, INC. POR AUTHORITY TO )

OFFER OPERATOR-ASSISTED SERVICES )

O R D E R

On March 21, 1990, LDDS of 1Indiana, Inc. d/b/a LDDS
Communications {formerly known as Telamarketing Communications of
Evansville, 1Inc., referred to herein as "LDDS Indiana") and LDDS
of Kentucky, Inc. (formerly known as Telcor, referred to herein as
“LDDS Kentucky") filed proposed tariff sheets with the Public
Service Commission ("Commission”) for authority to provide
operator-assisted telecommunications services in Kentucky. LDDS
Indiana and LDDS Kentucky are wholly-owned subsidiaries of LDDS
Communications, Inc. and authorized to resell WATS within the
state of Kentucky. The tariff £ilings are substantially the same,
have been iassued by the same utility officer, and both are
proposed to be effective on April 23, 1990. Therefore, it will be

more expedient to consider the filings within the same proceeding.



After reviewing the tariff filings, the Commission finds they
are not proposed in a manner consistent with the Commission's
Orders in Case No. 10002! and Administrative Case No. 330,2
attached hereto as Appendices A, B, and C. Additional
investigation will be necessary which cannot be accomplished prior
to the proposed effective date., Accordingly, the tariffs must be
suspended.

IT IS THEREFORE ORDERED that:

l. The tariff £filings of both LDDS Kentucky and LDDS
Indiana, identified and suspended herein, shall be considered
within this proceeding.

2. LDDS Kentucky's proposed tariff sheets, KPSC Tariff No.
2, 1lst Revised Page No. 1, and Original Page No. 12, are hereby
suspended for 5 months from the proposed effective date through
September 23, 1990.

3. LDDS 1Indiana's proposed tariff sheets, KPSC Tariff No.
1, 1lst Revised Page No. 1 and Original Page No. 12, are hereby
suspended for 5 months from the proposed effective date through
September 23, 1990,

4. Nothing 1in this Order shall prevent the Commission from
entering a final decision in this case prior to the termination of

the suspension periocd.

1 Case No. 10002, The Application of International Telecharge
Inc., for a Certificate of Convenience and Necessity to
Operate as a Reseller of Telecommunications Services Within
the State of Kentucky.

2

Administrative Case No. 330, Policy and Procedures in the
Provision of Operator-Assisted Telecommunications Services.

-2



Done at Frankfort, Kentucky, this 19th day of April, 1990.

PUBLIC SERVICE COMMISSION

ATTEST:

Executive Director



APPENDIX A

APPENDIX TO AN ORDER OF THE PUBLIC SERVICE COMMISSION
IM CASE NO. 90-097 DATED 4/19/90

COMMONNEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF INTERNATIOMAL )
TELECEARGE INC., FOR A CERTIPICATE OP )
PUBLIC CONVENIENCE AND NECESSITY TO )
OPIRATE AS A RESELLER OF TELECOMMUNICATIONS)
SERVICES WNITRIN THE STATE OF RENTUCKY )

ORDER ON _REHEARING

On August 24, 1988, the Coamission issued an Ocrder denying
International Telecharge, Ine. (“ITI's™) request for authority to
provide telecommunicaticons setvices Qtthln Kentucky. on
September 13, 1988, ITI filed an Application for Rehearing, in_
which it claimed that through the presentation of new and
additional evidence, ITI could denmonstrate its ability to provide
adequate, efficient, and ceascnable service in compliance with
KRS 278.030(2). By Order dated October 3, 1988, the Commission
granted ITI's Application for Rehearing, with the exception of
one issue. In that Order, the Commission gave its opinion that
ITT should have the opportunity to coanvince the Commission that
it could develop a plan that will benefit Xentucky ratepayers and
provide adequate, efficient, and reasonable service.

On March 22, 1989, the Commission issued an Interim Ordec
allowing ITI to provide interLATA cperatoc-assisted service from
Bell Operating Company pay telephones. This Ocrder listed only
the minisum conditions of service necessary to protect the public

interest when using this type of telephone. It was indicated



that the Commissicn's Opinien and Ocder relating to the remsining
authoricy cequested in ITI's application, and including
additional conditions of service, would shortly follow.

Case Background
ITI is one of a number of nev companies which provide

operator-assisted services® that are designed primarily fer use

by callers in hotels, motels, hospitals, business establishments,

temporary housing units, and by callects from pay telephones, that

is, in loccations where transient end-users are likely to generace
significant amounts of operator-assisted traffic. Typicilly, a
host business, such as a hotel or sctel, agrees to route its
custoaers' operator-assisted calls to an operstor services
provider in return for a commission, ocr similar compensation.
Some companies add a surcharge to the price of a call, ostensibly
to recover costs related to the host business's telephone
equipment. These charges are included in the end-user’'s billing
and later remigted to the host business.

ITI's primary customer celationship is with the host
business, and not with the actual user of its services, although
the actual users of ITI's services are responsidble for the
payment of services received from ITI. As ITI has not
established & formal relationship with end-users of its services,

l In this Order, the term "cperator-assisted services" includes,
but is not limited to, all traditional operator services, such
as colleet calls, third-party billing, calling card billing,
and person-to-person calls, wvhether or not actual human

operator intervention is required. Such sorvtconLa:o‘usuallg
Accasssd e ditt et Dol L0 i, M. kit In




it is impractical for ITI to Qirectly bill for its services, but
instead uses intermediaries, such as other carriers that have
established billing mechanisms. These billing mechanisms include
third-party billing, collect calls, and calling cards issued by

other carriers. ITI also accepts major credit cards, such as.
VISA or MasterCard. )

For a period of time, ITI operated in Kentucky without
Commission authorization. The Commission has received several
complaints, primarily because of unusually high rates charged to
end-users of ITI's services, most of whom were unaware of ITI's
existence. ITI has since been ordered to cease its Kentucky

intrastate operations and to provide resfunds to Kentucky
customers.

In the August 24, 1988 Order, the Commission identified
several concerns about the manner in which ITI operates and

provides servics. In that Order, the Commission summarized its

copinion as follows:

Utilities operating within Kentucky are required
to furnish adequate, efficlent, and reasonable service.
KRS 278.030(2). In evaluating ITI's application,; we
are mindful of this requirement. ITI's service appears
to offer 1little to the ratepayers of Kentucky. ITI's
custoaers na! have their objectivity clouded by the
pronise of high commissions and the ability to collect
unlimited surcharges. Only these financial
considerations could account for the sudden, widespread
appearance of ITI service within Kentucky. ITl's
growth is certainly not fueled by the demands of
end-users, to wvhom ITI is basically unknown. 1In our
opinion, ITI's business practices, taken as a vhole,
seem less than reascnable. ITI's unusual use of the
services of other carriers seems to be an inefficlent
use of the network. More importantly, ITI is not
paying for its access to the loccal network to complete
intrastate calls. ITI's use of the billing ana




col.ection services of local exchange cozpanies to
col.ect customer determined surcharges is unreasonable
and could lead to the blatant abuse of such billing

services. For these reasons, ITI's applicacion must be
denjied.

In addition, the Commission made the following findings:

1. ITI's business practices relating to its provision of
operator-assisted 1long distance service have .cunsod customer
confusion and digsatisfaction in Kentucky.

2. ITI's practice of using interstate services toc provide
intrastate service results in underpaysment and misclassification
of access charge revenue paid to local exchange carriers within
Kentucky.

3. ITI's practice of accepting talephons calling cards
without the ability to validate tha use of such cards is
unreasonable.

4. ITI's practice of allowing customers to add e surcharge
to the price of a call carried by ITI is unreasonable.

5. ITT lacks the ability to aensure that its customers
provide notice to end-users that traffic originating from the
customers' telephones may be intercepted by ITI.

6. ITI lacks the technical ability to ensure the uniform
return of traffic intercepted by ITI to its point of origin upen
4 request by an end-user who wishes to use a different carrier.

The Commisaion granted rehsaring on sll issues with the
exception of the issue relating to surcharges. The Commission

indicated that although ITI's customers could recover investsents



made in providing access to telephone equipment, carriers were

not permitted to serve as a billing conduit for these charges.?

Discussion

In its Memorandum in Support of its Application for
Rehearinq.3 ITI argued that:

The capability of furnishing operator services is an
inevitable and unavoidable aspect of any interexchange

carrier's right to an equal opportunity to compete
against ATET. Numerocus interexchange carriers have
utilized operators as part of their provision of travel
services. IT! strongly believes that there is no
reasconable or lawful basis upon which ATET can be left
to remain as the sole interexchange carrier which is

permitted to offer "0" operator service. (Pootnote
omitted.,)

ITI also noted that no party to this proceeding opposed
certification of ITI., ITI contended that it had met all of the
requirements imposed under the final Order in Administrative Case
No. 273,% and that as a result, the Commission should grant a
Certificate of Publiec Convenience and Necessity ¢to ITI. It
further stated its belief that to do otherwise would be to
discriminate unfairly against IT! in comparison with other

carriers.

For example, @ hotel can include these charges in hotel bills.
In this respect, the recovery of a hotel's investment in
telephone equipment is no different than the recovery of costs
related to accessing other utility services, such as indoor
plumbing and electrical wiring. That a hotel slects to
separately identify telephons equipment charges does not make
this charge fall within the Commission's jurisdiction, nor
make it appropriate for the hotel to collect for such charges
through its clients' utility bills.

Filed September 14, 1988, page 2.
Administrative Case No. 273, An Inquiry Into Inter- and

IntralATA Intrastate Competition in Toll and Related Services
Markets in Kentucky.



ITI .Jrged the Commission to develop and apply a uniform
standard of requirements to protect the public interest, rather
than reject individual applications. ITI stated that rather
“than denying & certificate of convenience and necessity to a
teseller such as ITI, this Commission should permit competitive
operator services under guidelines designed to protdct the public
interest.”5

The Commission has the responsibility of ensuring the
avallability of adequate, efficient, and reasonadbly priced
utilicy services  within the Commonwealth of Kentucky.
Historically, the provision of wutility services has been
restricted to monopoly providers. It wvas assumed that these
services were natural monopolies and that protection of these
monopolies was necessary tO snsure the availabllity of adequate,
efficient, and reasonably priced utility services. In the area
of telescommunications services, the Commission has deterained in
4 number of instances that coapetition was in the public interest
and should be alloved. The Commission is concerned that these
decisions have Dbeen interpreted to mean ;hat carriers have the
tight to compete in telecommunications markets. For instance,
ITI has scated:B

AlthoaYh growth in the competitive ocperator services ls
new, t is an inevitable and unavoidable aspect of the
right of an interexchange carriszr to compete with ATT
for intetexchange traffic. ATET has no greater right

ITI's Memorandum in Support of its Applicacion for Rehearing,
page 3,

Ibid., page 4.



to oe the sole Iinterexchange carrier capable of

providing interLATA cperator services than it has to be

the aly interexchange carcier in Kentucky.
The Commission is unaware of any basic tight to compete for
interexchange traffic and, in fact, carriers are required to
obtain Commission authorization before being allowed to compete.
In the instances in which the Commission has autho:tzod‘
competition in the interexchange toll market, the Commission has
not determined that carriers have a right to compete, but rather
that it was in the public interest to alleow such competition.
Specifically, and most relevant to this case, the Commission
authorized the resale of intrastate Wide Area Telecommunications
Services (“"WATS") in Administrative Case No. 2617 and authorized
competition in the interLATA toll market in Administrative Case
No. 273. In both of these cases, the Comaission based its
decision on the expsctation that the overall public interest was
best served by allowing such competition. 1In Administrative Case
No. 261, the Commission observed that:

. « +resale of WATS should provide for a more efficient

utilization of available system capacity which will

benefit all customess. The marketplace will indicate

willingness of the resale users to accept higher levels

of blockage and diminished quality of service, and this

may lessen the need for further construction by the

telephone utilities. A slowdown in construction and

expansion may lower revenue requirements in the future,

thereby providing benefit to all subscribers.

In Administrative Case No. 273,% the Commission found that

the potential benefits to consumers from interLATA competition

7 Administrative Case No. 261, An Inquiry into the Resale of
Intrastate Wide Area Telecommunications Service.

8 Order dated May 25, l984.



between telecommunications firms outweigh the casts of
duplication of facilities and should be authorized. The
Commission based its finding on the limited expsrience of
compatition in the interstate market and observed that there was
an expansion in both market choices and technological innovation
as a result of a pro-competitive regulatory policy.

In neither case did the Commission determine that carriers
had the right to compets, but rather that coapetition in these
markets was in the public interest. The Commission requires all
carriers to comply with differing degrees of regulation in order
to protect the public interest, which supersedes any perceived
notion that a particular carrier has the right to compete.
Whether or not it is in the public interest to allow a particular
carrier to coapetes is the focus of all carrier certification
cases, and is the focus of this cass.

ITI has listed the services it believas are of value to
Kentucky telephone usercs, although it has not demonstrated that
there is any significant demand for thass services in Kentucky.
ﬁow-v-r. the Commission has established the policy of allowing
competition within seslected service sarkets vhan such competition
could be expected to be in the ovarall public interest. 1In the
August 24, 1988 Order, the Commission recognized that "AT&T's
(AT&T Communications of the South Central States, Inc.] many
competitors, in seeking to compete for the full range of services
offered by AT&T, are likely to seek expansion into the offering

of operator-assisted services” and concluded that such



competition may ultimately be beneficial to ratepayers.’®
Therefore, the Commission is of the opinion that it is not
necessary for ITI to demonstrate that competition in the operator
services market is in the public interest, but rather that ITI
must demonstrate that it can provide these services in a manner
that is consistent with the publie 1nectoat; * In the Qrder
denying ITI's request for intrastate authority, the Commisgion
expressed its concerns that the manner in which ITI provided
service was not consistent with the public interest. ITI has
responded to these concerns and has proposed solutions that, in
its estimation, should alleviate them. Nevertheless, the
Commission is of the opinion that these proposals are
insufficient to protect the public interest, and is therefore
reluctant to grant ITI the authority to cperate. However, the
Commission is persuaded by 1ITI's argument that rather "than
denying a certificate of convenience and necessity to a reseller
such as 1ITI, this Commission should permit competitive operator
services under guidelines to protect the public interest."10
Therefors, the Commission will allowv ITI to operate, but only
under the restrictions delineated in this Order. The Commission
is of the opinion that because of the characteristics of IT1's
operations, primarily its lack of a formal, preacrranged

relationship with the actual users of its services, the

9 The Commission also indicated that *"any competition in the 1XC

market approved by this Commission should benefit the users of
those services.”

10 171's Memorandum in Support of its Application for Rehearing,
page 3. : :



conditizns 2f service ordered herein are necessary in order for
the serv.ce being offered to be in the puplic interest, and that
without such restrictions, the Commission would not allow ITI to
operate. The Commission notes that the reguirements imposed in
this Order are similar to thoss mandated by several other
states.ll The Commission will monitor the effectiviéness of these
restrictions and may make further modifications to either

increase or decrease these restrictions as the situation
wacrrants.

Non-Dominant Carrier Status

In Admainistrative Case No. 273, the Commission adopted
dominant/non-dominant classifications in its regulation of
telecommunications cacrciecs. Cacrriers that were certifled as
non~dominant carriers would be subjected to an abbreviated form
of regulation relative to that applied to dominant carriers. 1In
the Order, the Commission gave its opinion that:

. + due to their lack of market power, nondominant
carriers will not be in a position to violate the fair,

1l For example see: Alabama Public Service Commission,
International Telecharge, Inc.., Applicant, Docket No. 20804,
February 23, 1989; Florida Public Service Commission, In Re:
Review of the R irements Appropriate for Alternative
Operat gvices an

Setvice Coamission, Ru)

Providers ot Altornativc

ervices,

ugust
Indiana Utility ncqulato:y Commission, A-ntiean Qg%tltor
atin ssion ©

Services, Inc., Cause No. 38497, Telemack
South Central Indiana Inc., Cause NO. !lgzia One_ Call
omlunicat onll ne.» use No. 38364; Ransas Docket No.

3 Massachusetts Department of Public Utllities,
Investigation Into

International Telecharge Inc.'s

ncerexchange (ommon Carrier, P)



just and reasonable requirement of KRS 278.030. The
Commission has further found that squal regulation of
dominant and nondoainant carriers would act as a

barrier to entry and expansion of nondominant carriers,

competicion. | Thecefore; che Commiasion will inpese

only that amount of regulation that it deems necessary

to protect the customer and provide for orderly

entrance of companies into the competitive market.
Accordingly, the Commission dces not require cost suppo:£
documentation for non~dominant carriers' tariff fllings, because
such a carrier is incapable of extracting charges that are
unfair, unjust, or uncreasonable. The primary rationale for this
is that full rate regqulation of non-dominant carriers is
unnecessary as long as adequate, efficient, and reasonadle
services are available to the public from the dominant carcier.
That is, non-dominant carriers were {ncapable of imposing
unreasonable rates or services on the public because of the
option of cobtaining service at reasonable rates from the dominant
carrier. The marketplace determines the ceasonableness of a
non~-dominant carrier's rates and services, making it unnecessary
for the Commission to do so.

In ITI's particular case, 1ITI operated in Kentucky for a
boriod of time without authorization. During that time, the
Commission received numerous complaints about high rates being
charged by ITI and other operator services providers. For
exanple, in the August 24, 1988 Order, the Commission identified
an instance in which an end-user waz charged $8.05 for a local
call. Through this investigation it has become clear that one of
the reasons operator services are capablie of extracting

unreasonably high rates is because of the billing mechanism, in



which ca..s are not billed to the calling number or by any other
mechod wnich would rtequire prearrangement between ITI and the
end-user. The prearrangement occurs between ITI and its
customer, the owner of customer premises equipment. There is
little evidence to indicate that the level of ratez affects the
egquipment owner's decision with respect to 1£| choice of 1on§
distance carrier. In fact, in the absence of rate regulation,
there is an incentive to charge high rates in order to be able to
increase the compensation to the host business. There is also an
incentive for the host business to deny or limit access to other
carriers that do not provide commissions. These aspacts of
operator services were not apparent when the Commission
established the non~dominant carrier classification.

Although it can be argued that ITI lacks market power, it is
undeniable that ITI is in & position to violate the fair, just,
and ressonable requiresent of KRS 278.030. ITI has since
modified ite tariff so that its proposed rates are now
commensurate with dominant carrier rates. However, it is not
.clear whether this change in rates was in response to competitive
pressures or to regulatory scrutiny, so in the absence of rate
regulation, ﬁhoro is no guarantee that ITI's rates would remain
reasonablas.

As a result of the manner in which ITI's service is provided
and marketed, which has the effect of denying, or limiting, the
end-user’'s choice of carriers, the Commission is of the opinion
that the coapetitive market will not be sble to determine the

reasonableness of ITI's rates and secvices. Therefore, thea



Commissicn is of the opinion that ITI's operator services should
be sub-ect to zTate ragulation, However, the Commission
recognizes thea diéticulty of preparing and supporting rates. ITI
would be required to maintain its accounts pursuant to the
Uniform System of Accounts prescribed by the PFederal
Communications Commission ("FCC") and adopted by this Cantsston..
ITI would also be required to perform jurisdictional separations
studies to separate Kentucky operations from those of ITI's
operaticns in other states, as well as separating Kentucky
intrastate operations from interstate. Compliance with
appropriate cost allocation procedures tO separate regulated
operations from unregulated opérations would also be required.
Full compliance with all of these regquirsments would be
burdensome and costly to IT1, as vell as to the Commission and
its staff, in view of the number of operator services providers
in existence. Thc?etorc. the Commission will allow ITI a limited
amount of crate flexibility, to the extent that its rates do not
exceed the maximum approved rates of ATeT. “"Maximum approved
Fatac" is defined to msan the rates approved by this Commission
in AT:T's most recent rate procesding for measured toll service
applicable to operator-assisted calls, as well as the additicnal
charges for operator assistance. ITI is not permitted to include
any other surcharges or to bill for uncompleted calls.
Time-of-day discounts should also be applicable. 1ITI is also
required to rate calls using the same basis that ATsT uses to
rate calls, i.e., distance calculations based on points of call

origination and termination; definitions of chargeable times; and



billing .nit increments, rounding of fractional units, and
minimum usaqes. In Case No. 988912 the Commission allowed ATAT a
limited amount of rate flexibility in that it wvas allowed to
reduce cectain rates up to a maximum of 10 percent witheut filing
the £full cost support normally required in a rate procesding.
ITI is not requized to match rate reductions that result from
this rate flexibility. However, when there 1s any change in
ATeT's osaximum approved rates, ITI shall comply with the
requirements herein within 30 days of the effsctive date of
AT4T's rate change.

Except as otherwvise indicated in this Ordsrc, ITI shall be
subject to the non-dominant carrier regulations as delineated in
the May 235, 1984 Order in Admininstrative Case No. 273, as well
an any subsequent modifications to non~dominant carrcier
regulations. In the event of conflict, the terms of the instant
Order shall take precedence, unless ITI is specifically relieved
from compliance from any conditions contained herein.
Inefficiency of Network
| ITI cited several specific instances in which it felt that
the Commismion's Order incorrectly characterised ITI's network in
comparison with the network and operations of other cacriers.
With respect to the Commission's opinion that "ITI's unusual use

of the services of other carriers seems to be an inefficient use

12 case No. 9889, Adjustment of Rates of AT&T Comsunications of
the South Central States. Inc.



of the network,"l3 ITI felt that its use of the services of other
carriers i3 not unusual or inefficient.l! ITI described its
network, in which it wutilizes United States Transmission
Servicea, 1Inc. (“USTS") as its facilities-based carrier. It
noted that USTS has five switching centers 'and transports.
Kentucky calls to Atlanta, Georgia, because USTH's switch is
located there.l5 It further noted that the transport of calls to
out~of~state locations for switching {is not unusual in the
telecommunications industry, and argued that no state can or
should try to control such network operations.l®

ITI also indicated that operator services are fregquently
provided through regional centecs and that its operator service
center is in Dallas, Texas. It stated that it did not have a
separate operator center for each state and that not even AT:T
provides interLATA operator services in such a manner. It
further noted that the travel services of other carriers are
provided through a single location nationwide for each company
or, at most, a handful of locations across the nation.l? ITI
argued that it would be inappropriate for thc Commission to deny
ITI cercification because it utilizes intecstate facilities since

this is a common practice in the telecommunications industry.

13
14

August 24, 1988 Order, page 12.

ITl's Memorandum in Support of its Application for aohoittng.
page 19,

15 rbid., page 19.

16
17

Ibid., page 20.
Ibid., page 21.



ITI alsc felt that there was no evidence to support the
conclus.cn :hat sﬁch a4 network is any more or less efficient than
the network of any other carrier.1®

In order tc bo able to accurately determine inefficiency, an
extensive quantititive analysis would be required, possibly
equalling or exceeding that of cate justification, In fact, if
such an analysis resulted in costs higher than the dominant
carcrier, the Commission would consider this evidence of
inefficiency and perhaps that opearator services vere best
provided by monopoly carriers., Therefore, the Commission will
accept ITI's opinion that it is sfficient contingent upen it
being able to provide reascnable service at A!i! rate levels. It
should also be noted that the Commission considers the provision
of operator services to be only a part of a gensral
telecommunications offering and therefore is not inclined to view
operator services costs on a stand-alone basis. It was ITI's
decision to offer service to only a segment of the
telecommunications market and to compete with full service
éatriers for that segment. Therefore, the Commigsion will not
consider changing its current rate design policies with respect
to operator setvices merely to accommodate cactriers that wish to
compete only in a segsent of this market.
Benafits

In response to the Commission's conclusion that "the claim

that ITI's proposal offers bensfits for Kentucky ratepayers is

18 1bid., page 21.



generally unsupported by the record in this proceeding," ITI
ptovided 1:1llustrations of additional benefits which can occur
through competitive  operator services. For example, 1ITI

indicated that:

1. The number of languages in which ITI can provide
opsrator services has been increased to 18. '

2. Subsequent to the hearing in this ptoceeding, ITI feels
that it has become clear that its emergency services exceed the
emergency capability presently available through most local
exchange carriscs and ATLT.

3. The percentage of major credit card usage has increased
and that AT¢T has responded to this competition by accepting
major credit cards for blilling of certain calls.

4. Message forwarding features are now available.

5. ITI has initiated cellular and mobile-marine operator
services.

6. ITI plans to implement a program to provide translation
services for the deat.

. The Commission acknowledgss these benefits.
Public Confusion

ITI noted the Commission's f£inding that ITI's business
practices have caused public confusion and dissatisfaction in
Kentucky. In the opinion of 1ITI, to the extent that such
confusion and dissatisfaction exist, this does not warrant

cejection of ITI's applicatlnn.19

19 171's Memorandus in Support of its Application for Rehearing,
pages 9 and 10,



Although the Commission is still of the opinion that ITI'as
past bus:ness practices did result in public confusion and
dissatisfaction, the Commission is of the opinien that ITI's
compliance with the restrictions contained in this Order will do
much to limit future problems. It does appear that the primaty.
source of dissatisfaction was due to receiving large bills from a
company that was unknown to the end-user. The Commission's
requirement that rates not exceed ATET rate levels should
alleviate some of this dissatisfaction. However, in order to
achieve true competition, it is iaportant for consumers to have
the freedom to choose amcng competing carriers. Therefore, the
Commigsion will further requite that access to the operator
services of competing carcriers not be blocked or ctherwise
intercepted. This requirement does not pertain in situations
where the customsers who have control of premises equipment are
4180 the users and bill-payers of IT1's secrvicas. PFor example, a
large business would continua to be permitted to restrict the
choice of carriers for its own, and its employees', usage. The
Commission will also require that acCess to the locsl exchange
carrier's operators not be blocked or otherwise intercepted.
This requiresent will be expanded upon elsevhere in this Order.
The blocking or interception prohibitions should be included in
tariffs and contracts, with violators subject to immediate
termination of service if the custoser premises equipsant is not
brought into coampliance within 20 days notice to owners of such
equipment . The Commission will also cequire that operators
provide, upon specific request, carctier identification codes of



other carriers that are used in 10XXX0 dialing saguences.
Compliance with these requirements should help to reduce
complaints and promote competition. The Commission will continue
to monitor the situation, primarily through consumer complaints
and will undectake further appropriate actions if nacessary.

Public Avareness

»

ITI alsoc noted tha Commission's concern that ITI did not
Lndcpcndantly advertise and, therefore, is not known to Kentucky
residents. ITI was of the opinion that it is unreasonable to
make the presence of nanme identification a condition for the
right to do businens,?® although it did propose measures to
increase end-user famillarity with 171, Specifically, ITI
proposed: 4l

1. ITI has provided in its proposed tariff that its
customars should provide notice to snd-users. I7I supplies tent
cards and stickers to be placed near or on telephone equipment
used to access its services. It noted the difficulty in forcing
the owners of customer presises egquipment to post such notice,
although it indicated that it would willingly include a provision
in tariffs and customer contracts to disconnect premises owners
who fall to comply.

2, ITI, through its tariff, commits to identify itself at
both the beginning and conclusion of every call.

20
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Ibid., page i3.
Ibid., page 15.



3. ITI will provide an indication of its rates upon
reguest %> any caller.

ITI also noted that none of the conditions of service sat
out above aze imposed upon ATAT, although ITI willingly accepts
these requirements as conditions that should exist !9: the entire
interexchange tnductry.zz The Commission is of the opinicn that
these measuzres are reasonable and should be implemented.

ITI also proposed to have 3South Central Bell include a
billing insert, describing I?TI and its services, in bills that
contain an ITI charge. ITI requested the Commission to require
South Central Bell to include such an insert, at ¢ reascnable
charge to 1z, 23 Although the Commission encourages ITI to make
such an arrangement with South Central Bell and other local
exchange carriers, the Commission declines to make this a
cequirement.

IntraLATA Call Completion

With respect to intralATA call completion, the Affidavit of
ITI Representative, Jerry L. Gimnich,24 indicates that ITI will
éomply with the Commission's policies on intralATA call
restrictions and will not provide intralATA aservices within
Kentucky unless and until such prohibition is lifted by the

22 1bid., page 13.
23 1pid., pages 13 and 14.
24 piled on November 9, 1988, as an attachment to ITI's Proposed

Supplemental Evidence in Support of its Application for
Certification on Rehearina. -




Commission. Mr. Gimnich's affidavit describes the manner in
which ITI will enforce the intraLATA prohibition, as follows:

1. ITI will instruct its customers to block all intralATA
calls and ¢to redirect such calls to the appropriate local
exchange carrier. This will require that gll customers be
informed that customer premises eqQuipment must have the
capability of recognizing and directing all intralATA traffic to
the local exchange carriers.

2. ITI has the capability of identifying and redirecting
intraLATA calls. This is accomplished by virtue of a database
acquired from BellCore which {identifies all exchanges within
Kentucky on a LATA basis. Zach call is compared on an
originating and terminating telephons nuaber basis to determine
if it is an intraLATA call. Each call identified as intralATA is
routed to a live operator, who informs the end-user that ITI
cannot handle the call and that the operator will redirsct the
call to the local exchange carrier. The operator sends a tone
down the line to the originating customer preaises equipment,
causing the squipment to redirect the call to the local exchange
carrier. In the savent that the tone redirect falls, the operator
informs tha end-user to place the call from a telephones served by
the local exchange carcrier.

3. In the event that an intralATA call is inadvertently
completed by ITI, ITI will not bill the end-user for the call.

As previously indicsted, the Commission is of the opinjon
that these procedures alone are insufficient, and therefore will

require that access to the local exchange carrier’s operators not



be blocced or otherwise intercepted. Specifically, this will
require zhat all "0 minus” calls, that is, when an end=-user dials
Zero without any following digits, be directed to the local
exchange carrier oparatots,zs In equal access areas, "0 plus"
intraLATA calls should not be intsrceptsd or blocked. This does
not require the purchasing of premium access services, although
it will require the use of intelligent customer premises
equipment if this option is not selected in equal access areas.
In non-equal access areas, it is prohibited to block or intercept
"0 minus” calls; however, it is permissable to intercept "0 plus"
calls because otherwise it would reqQuire the use of customer
preaises equipment that is capable of screening functions, in
order for ITI to be able to provide service in thase areas.
Although IT1's proposed solutions assume the use of this type of
equipment, as well as operator scresning, the Commission vieaws
this as unnecessarily burdensoas, sspecially since the Commission
intends to universally apply thess restrictions. These
requirements should be included in tariffs and contracts, with
violators subject to immediate terzmination of service i! the
customer premises equipment is not drought into compliance within
20 days' notice to the owners of such equipment.

The Commission recognizes that these requirements will not
completely prevent the coampletion of unauthorized intralATA

25 1t should be noted that this requicement has the added benefit
of directing emerzgency calls to local exchange carrier
operators, making it unnecessary to determine whether or not
other operazor services providers are capable of adequately
responding to emergency calls.



traffic, but the expectation is that this traffic will be
minimal. The Commission will allow ITI to bill for such traffic,
since to do otho;wiao would be to encourage fraud, which would be
detrimental to both ITI and the local exchange carriers. The
issue of compensation to the local exchange carriers for the
completion of unauthorized intraLATA traffic will.be considered
in Mministrative Case No. 32326 and is not addressed herein.
Splash Back
With respect to the Commission's f£inding that ITI lacked the
technical ability to ensure the uniform treturn of traffic to its
point of origin, ITI is of the opinien that it is fully capable
of returning calls to ite point of origin from virtually all
eguipment connected to the ITI network.2?7 17I refers to this
capability as "splash back.” which is accomplished by sending a
tone down the line to the originating customer's premises
equipment, causing the equipment to redial the call over the
local exchange carrier's network., This capability is limited
solely by the type of equipment used by the caller.
Because of the restrictions with respect to blocking access
’co other carriers, the Commission is of the opinion that its
concerns with respect to ITI's splash back capability is now

moot. End-users who wish to use another carrier need only redial

26 pdministrative Case No. 323, An Inquiry Into IntralATA Toll
Competition, an Appropriate Compensation Scheme for Completion
of InttalATA Calls by Intereschange Carriers, and WATS
Jurisdictionality.

27 17v1's  Proposed Supplemental Evidence in Support of its
Application for Certification on Rehearing, £iled November 9,
1988, page 13.



their calls through the desired carrier. If this fails, it will
be clear o ITI that its tariff is being viclated and it shoyld
take appropriate action to enforce the terms of its tariff.
Access Charges

ITI felt that the Commission mischaracteriszed ITI's use of
autodialers by stating that "through the use of a device known as
a ‘DTS dialer', ITI has avoided the need to purchase access
secvices in uqn:ucky'za in that IT! felt that autodialers are not
used £0r the purpose of avoiding the payment of access charges.??
ITI indicated that an autodlaler is equipment placed on a
customer's line to perait single digit access through Feature
Groups A and B. ITI was of the opinion that dialers do not
intercept calls or alter cocors, 30 that their usage is & common
and accepted feature of interexchange operations, and that there
was no basis for characterizing ITI's use of dialers as being any
different than the use of dialers by other carciers.3!

ITI also felt that there wvas no evidence to suggest that
access charges wete not being paid on all calls originated
‘thecugh ITI and is of the opinion that access charges are being
paid on all calls originated through ITI. HNevertheless, 1T
indicated its willingness to take resssonable steps to addreas the

28 Auguat 24, 1988 Order, page 4.

29 171's Memorandum in Support of its Application for Rehearing,
page 17.

30 customer-Owned Coin Operated Telephones.

.31 171's Memorandum in Support of its Application for Rehesring,
page 17.



Commission's concerns and provided proposals to assure payment of

intrastate access charges, as follows:

l. ITI can begin acquiring feature group access in its own
name. However, ITI feels that this would result in a decrease in
the number of circuits obtained by USTS and thereby reduce the
efticiency of that carrier, as well as ytaduca‘n smaller trunk
group for ITI's wuse, which would result in less efficient
utilization of 1local exchange facilities by ITI. But it would
enable ITI to directly report its own Parcentage of Interstate
Usage (“PIU").

2. ITI could report its PIU for Kentucky to USTS based on
points of origination and termination. ITI agrees to require
USTS to certify to ITI and the Commission on a monthly basis that
ITI's report of intrastate calls is {included in USTS's PIU
reports to the Kentucky local exchange carriers. This is the
approach preferred by ITI.

3. The Commission could prescribe direct compensation to
local exchange carriers through means other than ordinary
reporting and payment of access charges.

4, ITI, through USTS, can mnove to ths exclusive use of
Feature Group D access faclilities where available. ITI is in the
process of nationwide transitioning to the use of primarily
Feature Group D facilities and agrees to submit a Xentucky
specitic plan within 30 days, if requested to do so by the
Commission.

ITI contends that imposition of any one of these

requirements would discriminate between ITI and other carriers.



In a subsequent f£iling,32 ITI noted that it is acquiring
Feature GSroup D' service and, pursuant to its preparation for
participation in balloting for public pay telephones, is in the
process of acquiring Feature Group D access from all equal access
tandems in Kentucky, _

The Commission agrees with ITI's sssessment ihdt autodialers
are not used for the purpose of avoiding the payment of access
charges and that such equipment is primarily used to permit
single digit dialing through Feature Groups A and B access. The
Commission disagrees with ITI's opinion that autodialers do not
intercept calls, to the extent that autodlialers do transait
dialing information used in routing telecommunications traffic
that differs from what the end-user dialed. Clearly, depending
upon the sophistication of the device, they can be used to
intercept calls from the end-user's intended carrier. However,
the effect of the Commission's restrictions with respect to
blecking and interception of calls will be that autodialers, and
other customer premises equipmant that incorporate this function,
will be useful primarily for dialing convenience.

The Commission's primary concern with cespect to access
charges is that appropriate intrastste access charges be paid.
As described in the August 24, 1988 Order, the souzce of this
cancern is due to the cut-of~state location of UBTS's switch., 1In

most situations, this would not be the cause of jurisdictional

32 171's pProposed Supplesental Evidence in Support of Its
Applicatien for Certification on Rehearing, filed November 9,
1988, page 9.



misclassification of USTS's own traffic. With Peature Group D
access, :he local exchange carrier can usually correctly classify
jurisdictional usage. With nonpremium access, it is assumed that
USTS correctly reports its own jurisdictional usage based on
points of origination and termination. However, when USTS
provides service to a reseller such as ITI, therq is a concern
that 0STS is unawvare of the final terminating location of the
call and therefore would classify it as interstate.

ITI has proposed solutions to assure the correct
jurisdictional classification of calls. However, the Cosmission
recognizes that the poteantial tor jurisdictional
misclassifications because of reselling the sccvices of carriers
with out-of-state switching locations is not unique to ITI. The
Comnission further notes that the presubscription of BOC pay
telephones will sncourage the use of premium access services and
that ITI {s in the process of a nationwide transition to the use
of primarily Peature Group D facilities, which will reduce the
potential for jurisdictional misclassifications. Therefore, the
Conmission will not place any special requirements on ITI with
'rcspact o access charges, although the Commission will continue

to monitor the situation on an industry-wide basis.
Validation

ITI felt that the Commission's £inding of fact with respect
to validation was not substantiated by the evidence. To support
this contention, ITI indicated that it cucrreatly has the
capability of validating calls charged to Bell Operating Company
calling cards and that it will validate such calls in the state



of Kentucky when it is certificated. ITI felt that it was “only
the RBOCs' illeqgal, discriminatory and anti-competitive denial of
dacta to interexchange carriers such as ITI that created a bartier
in providing this type of service to Kentucky customers." ITI
was alsc of the oplnion that the evidence embodied in Mr. Freels'.
affidavit would support a withdrawal and a ropla&ouont of the
Commission's finding with a finding that indicates that ITI is
fully capable and willing to validate calling card calls placed
by Kentucky consumers.

ITI has apparently misinterpreted the Commission's £inding.
The finding states that “ITI's practice of accepting telephone
calling cards without the ability to validate the use of such
cards is unreasonable.* The original evidence indicates that
this was ITI's practice, and it vas unreasonable. The rehearing
evidence indicates that ITI has changed this practice with
respect to Ball Oparating Company carxds) however, the Commission
will make validation a requirement for all calling cardes. ITI
appeared to agree with the necessity for calling card validation
when it noted that;33

Obviously, calling card validation is necessatry to

prevent fraudulent use of customers' calling cards. It

is a necessaty component of any operator service
provision.

The Commigelon recognizes that not all issuers of calling cards
make validation capabilities wuniversally availadble, and
therefore, ITI's inability to process a call billed to such e

33 171's  Proposed Supplesental Evidence in Support of Its
Application for Certification on Rehearing, filed Novesmber 9,
1908, page 10. _



card may be inconvenient to the customer. Customer complaints
should be referzed back to the issuing carrier.
ORDERS

IT IS THEREFORE ORDERED that:

l. ITI be and heredy is granted the authority to provide
interLATA operator-assisted telecommunications serwices aubjccf
to the restrictions and conditions of service contained herein.
This aﬁthority to provide service is strictly limited to those
services described in this Order and contained in ITI's
application.

2. ITI's operator-assisted services shall be subject to
rate ctegulation and its cates shall not sxcesd AT:T's maximua
approved ratas as defined herein.

3. ITI shall not be peraitted to add any surcharges, other
than approved operator handling charges, to the price of a call,
and it is not peraitted to bill for uncompleted calls.

4. Except as otherwise indicated in this Ordez, IT! shall
be subject to the non-dominant carrier regulations as delineated
in the May 25, 1984 Order in Administrative Case No. 273, as well
ia any subsequent wmodifications to non-dominant carrier
ragulations. In the event of conflict, the teras of the instant
Order shall take precedencs, unless ITI is spcqlelcally relieved
from coaplliance from any conditions contained herein.

S. Access to the cperator services of competing carriers
shall not be blocked or intercepted; however, this requirement

doss not pertain in situations where the custosers who have



control of premises squipment are also the users and bill-payers

of ITI's services.

6. Access, as described in this Order, to the local
exchange carrier's operators shall not be blocked or otherwise
inteccepted.

7. Blocking and interception proh1b£t1;n| shall be
included in ITI's tariffs and contracts, with violators subject
to immediate termination of service if the customer premises
equipment is not brought into compliance within 20 days' notice
to owners of such equipment.

8. ITIl's operators shall provide, upon specific request,
carrier identification codes that are used in 10XXX0 dialing
sequences.

9. ITI shall provide tent cards and stickers to be placed
near or on telephone eguipment used to access its services and
shall include provisions in tariffs and contracts, with vioclators
subiject to termination of servics.

10. ITI shall identify itself at both the baginning and
conclusion of every call.

11, I7I shall provide an indication of its rates upon
request to any caller.

12. ITI shall not accept calling cards for billing purposes
if it is unable to validate the card.

13, within 30 days of the date of this Order, ITI shall
file its revised tariff sheets to conform to the restrictions and

conditions of service contained herein.



APPENDIX B

APPENDIX TO AN ORDER OF THE PUBLIC SERVICE COMMISSTION
IN CASE NO. 90-097 DATED 4/19/90

COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

POLICY AND PROCEDURES IN THE ) ADMINISTRATIVE
PROVISION OF OPERATOR-ASSISTED )} CASE NQ. 330
TELECOMMUNICATIONS SIRVICES )

O R D E R

On August 3, 1989, the Commission issued an Order on
Rehearing in Case No. 10002 which granted International
Telecharge, Inc. (“ITI") the authority to provide interLATA
operator-assisted telecommunications services subject to various
restrictions and conditions of service. In that Order, the
Commission found that because of the characteristics of ITI's
operations, primarily its lack of a formal, prearranged
relationship with the actual users of its services, the
restrictions and conditions of service ware necessary in order
for the service to Dba i{n the public interest. Without such
restrictions, the Commission would not allow ITI to operate.
Also in that Order, the Commission indicated its intent to
universally apply those requirements to the operator-assisted
services of all non-local exchange carciecs. Accordingly, the

Commission issued Orders crtequiring MCI Telecommunications

Case No. 10002, The Application of Inteznational Telecharge,
Inc. for a Certificate of Public Convenience and Nccossigy 9
Opecate as a Reseller of Telecommunications Services Within
the State of Kentucky.



Corporation2 and American Operator Services, Inc.3 te comply with
the same restrictions and conditions of service for their
operator-assisted services. By this Order, the Commissiosn is
requiring all non-local exchange carrier providers of
operator-assisted gservices to comply with these restrictions and
conditions of service, or in the alternative, to previdc evidence
why their operator~assisted services should be exempted from
these requirements. Specifically, this Order is applicable to
ATeT Communications of the South Central States, Inc. ("AT&T").,
AmeriCall Systems of Louisville, US 8Sprint Communications
Company, and i Communications Services, Inc.$ These
requirements are as follows:

l. Operator-assisted services shall be subject to rate
regulation and rates shall not exceed ATIT's maximum approved
rates. "Maximum approved rates” is defined to mean the rates

approved by this Commission in ATeT's most recent rate proceeding

2 order dated August 3, 1989 in Case No. 89-045, The Tariff

Filing of MCI Telecommunications Corporation to Offer COperator
Assistance.

3 Order dated August 3, 1989 in Case No. 10130, The Azplicaticn
of American Operator Services, Inc., for a Certificate of
Convenience and Necessity to Provide Intrastate Operator

Assistance Resold Telecommunication Services as a Non-Dominant
Carcier.

These are the known non-local exchange carriers presently
providing intrastate operator-assisted services who have not
previously been ordered to comply with the operator secvices
requirements. The operator-assisted services of Allnet
Communications Services, Inc. were under investigation in Case
No. 89-053, The Tarziff Piling of Allnet Communications
Services, Inc. tc Offer Operator Assistance, and vere

subsequently exsmpted from these requirements by Order dated
August 22, 1989,




for measured toll service applicable to cparator-~assisted calls,
as well as the additional charges for operator assistance.
Carviers are not permnitted to include any other surcharges or to
bill for uncompleted calls. Time-of-day discounts shall also be
applicable. Carriers are also required to rate calls using the
same basis that AT&T uses o rate calls, i.e., distance
calculations based on points~-of-call origination and.tcrmination.
definitions of <chargeable times, billing unit increments,
rounding of fractional units, and ninimum usages. In Case
No. 98895 the Commission allowed ATGT a limited amount of rate
flexibility in that it was allowed tO reduce certain rates up to
a maximum of 10 percent without £iling the full ccst support
normally required in a rate proceeding. Cactriers are not
required to match ATeT's rate reductions resulting from this rate
flexibility. However, when there is any change in ATeT's haximum
approved rates, carriers shall file tariffs If necessary to
comply with the requirements herein within 230 days of the
effective date of ATeT's rate change.

2. Except as othervise indicated in this Order,
non-dominant carriers shall be subject to regulation as
delineated in the May 25, 1984 Order in Administrative Case
No. 273,% as well as any subsequent modifications to non-dominant

carrier regulations. 1In the event of conflict, the terms of the

5 Case No. 9889, Adjustment of Rates of ATsT Communications of
the Scuth Central States, Inc.

6 aAdministrative Case No. 273, An Inquiry Into Inter- and

IntralATA Intrastace Competition in Toll and Related Services
Markets in Kentucky.



instant Order shall take precedence, unless a carrier is
specifically relieved from compliance with any conditions
contained herein. ATeT shall remain subject to dominant carrier
regulations.

3. Access tO the operator services of competing carrciers
shall not be blocked or intercepted; however, this requirement
does not pertain in situations where the custéﬁn:s who have
control’ of premises equipment ars also the users and bill-payers
of the services.

4. Access to the local exchange carrier's operators shall
not be blocked or otherwise intercepted. Specifically, all "0
minus" calls, that is, when an end-user dials zero vithout any
following digits, shall be directed to the local exchangs carrier
operators.  In equal  access areas, "0 plus®’ intralATA calls
shall not be intercepted or blocked. In non-squal access areas,
it is prohibited to block or intercept "0 minus™ calls; however
it is permissable to intercept "0 plus” calls.

5. Blocking and interception prohibitions shall be
included in tariffs and contracts by stating that violators will
be subject to immediate termination of service after 20 days'’
notice to the owners of non-complying customer premises
equipment.

6. Operators shall provide, upon specific request, carrier
identification codes that are used in 10XXX0 dialing sequences.

7 A %0 plus” or "0+ call occurs when an end-user dials zero and
then dials the digits of the called telephone number.



7. Carriers shall provide tent cards and stickers to be
placed near or on telephone equipment used to access their
services and shall include provisions in tariffs and contracts
that subject viclators to termination of service.

8. Oparators shall be required to identify the carrier at
both the baginning and conclusion of the opiraco: contact 05
every call,

9. Operators shall provide an indication of the carrier's
rates tO any caller upon resquest.

10, Carriers shall not accept calling cards for billing
purposes if they are unable to validate tha card.
IT IS THEREFORE ORDERED that:

1. Al non~local exchange carrier providers of
operator-assisted services shall comply with the restrictions and
conditions of service contained herein and shall refile their
operator~assisted services tariffs in accordance with these
requirements within 30 days of the date of this Order.

2. In the alternative, non-local exchange carrier
providers of operator-assisted services shall provide evidence or
testimony why they should not have to comply with the
restrictions and conditions of service contained herein and may

request a public hearing within 30 days of the date of this
Ocder.



Done at Frankfort, Kentucky, this 8th day of September, 1989.

By the Commission

ATTEST:

Z,

xecutive Director ,



APPENDIX C

APPENDIX TO AN ORDER OF THE PUBLIC SERVICE COMMISSION N
IN CASE NO. 90-097 DATED 4/19/90 L, e

COMMONWEALTH OF KENTUCKY PR
BEFORE THE PUBLIC SERVICE com:ss:ou,

In the Matter of:

POLICY AND PROCEDURES IN THE )
PROVISION OF OPERATOR-ASSISTED ) ADMINISTRATIVE

TELECOMMUNICATIONS SERVICES ) CASE NO, 330

O R D E R

On September 8, 1989, the Commission issued an Order setting
out restrictions and conditions of service for non-local exchange
carrier providers of operator-assisted services which had not been
previocusly ordered to comply with these restrictions.
Specifically, AT&T Communications of the South Central States,
Inc. ("ATeT"), AmeriCall Systems of Louisville ("AmeriCall”), US
Sprint Communications Company ("Sprint”), and ITT Communications
and Information Services, Inc. ("ITT") were required to refile
their operator-assistance tariffs or provide evidence why they
should not comply. The companies were also given the option ot'
requesting a hearing. All four o¢of the named carriers have
responded, and all except ITT have requested a conference,
:hearing. or both. MNCI Telecommunications Corporation ("KCI") and
the Utility and Rate Intervention Division of the Office of the

Attorney General ("Attorney General”) were granted intervention by




}
N

Order dated November 16, 1989. International Telescharge, Inc.
(*171"),} American Operator Services, Inc. (now National Telephone
‘Services, Inc. . "NTS"),2 MCI,? and Equicom Communications, Ine.
(“Equicom“).4 respectively, were granted authority to provide
operator-assisted telecommunications service under the same
conditions and restrictions as set forth in the Commission's
September 8, 1989 Order in this case.

In all areas of utility regulation, the overriding
responsibility of the Commission is to ensure that the public
interest is served and protected. To this end, the Commission has
established a policy of allowing competition within selected
service markets and has limited its regulatory oversight in
instances where, dus to the nature of the service and lack of
market power, carriers would not be in a position to violate the

fair, just, and reasonable requirements of KRS 278.030.°

Case No. 10002, The Application of International Telecharge,
Iinc. for a Certificate of Convenience and Necessity to Operate

as a Reseller of Telecommunications Services Within the State
of Kentucky.

Case No. Y0130, The Application of American Operator Serv.ces,
Inc. for a Certificate of Convenience and Necessity to Provide
Intrastate Operator~-Assisted Resold Telecommunications
Services As a ¥Non-Dominant Carrler.

Case Bo. 89-046, The Tariff Piling of NCI Telecommunications,
Inc. to Offer Operator Assistance.

4 case No. 89-127, Application of Equicom Communications, Inc.
for a Certificate of Convenience and Necessity to Operate As a
Ressller of InterLATA Telecommunications Services Within the
Commonwealth of Kentucky.

5  administrative Case ¥o. 273, Aa Inquiry Into Inter- and

IntralLATA Intrastate Competition in Toll and Related Services
Markets in Kentucky.



In Case No. 10002, the Commission found that, even though an
operator services provider might lack market power, the nature of
the - services @id not 1lend itself to the normal controls of the
marketplace. Without sufficient regulation, the manner in which
operator services are provided would have the effect of denying,
or 1limiting, the end-user's chocice of carriers. In addition, the
billing mechanism, in which ca2lls are not billed to the calling
number, or billed by any other method which .would require
prearrangement betwesen the carrier and end-user, would give the
operator services provider the capability of extracting
unreasonably high rates. However, the Commission recognized that
the expense of preparing and supporting rates and fully complying
with accounting and cost allocation procedures would be burdensone
and costly. Therefore, the Commission allowed 1limited rate
flexibility to the extent that rates do not exceed the maximum
rates allowed in AT4T's most recent rate proceeding for toll
service applicable to operator-assisted  calls, including
time-of-day discounts and rating of calls, plus the additional
charges for operator assistance.

The Commission alsc found the manner in which the operator
‘services were provided caused substantial public confusion. The
Commission stated that true competition required that consumers
have access to competing carriers and the freedom to chooss among
then. To exercise this freedom, consumers must also be avare of
the identity of the carrier to which they are or will be
connected. In order to alleviate these problems, the Commission
required that tent cards and stickers bs placed on or near



telephone equipment and that operators identify the carrier at the
beginning and end of every call. Blocking and interception
prohibitions were also imposed to ensure that all "0 minus" calls
were directed to the local exchange carrier operators, to prevent
completion of unauthorized intralATA calls, and to provide access
to competing carriers. In order to enforce these restrictions,
the Order required that tariffs and contracts set out these
requirements and that violators be subject to immediate
termination for failure to display the tent cards and stickers or
to bring customer premises equipment into compliance within 20
days of the notice from the utility to the owners of the
equipment.,

The Commission stated its intent to universally apply these
requirements to operator-assisted services of all non-local
exchange carriers and instituted Administrative Case No. 330 for
the purpose of investigating and establishing policies and
procedures applicable to the provision of all operator-assisted
telecommunications services in Kentucky. Therefore, the September
8, 1989 Order, this Order, and any subsequent Orders entered in
this case shall be extended to ITI, NTS, MCI, and Equicom, which
'are currently authorized to provide operator-assisted services,
and shall govern all operator-assisted services subsequently
authorized unless specifically modified by the Commission.

In their responses to the September 8, 1989 Order, AT'T,
AmeriCall, Sprint, and ITT objected to several of the requirements
set out therein, After reviewing the responses and other evidence

of record, the Coumission has determined that some of the



objections are reasonable on their face and that a portion of the
Commission's September 8, 1989 Order should be modified as stated
herein.

Rates

The Order required that rates not exceed AT4T's rates and
that the carriers file any necessary tariff revisions within 30
days of ATWT rate changes. The major objection to Egis

- Aoy

requirement came from ATLT itself, which felt that competitive

forces 1in the market place should establish rates and that if the

Commission chose to regulate rates, then rates should bqﬂggggg_nn___
~«4ch company's own costs. AmeriCall agreed with using AT¢T rates .

for interLATA services:; however, it felt that for intraLATA

-—-"-.-_—
services, rates should not exceed South. Central Bell rates.

e e

Sprint stated that its existing policy was to always price its

services below ATT rates; however, it was concerned that it may

not always be aware of rate changes in sufficient time to comply

. . R B L L

with the 30-day requirement.
P, - ——"

Carrier Identification Code

Carriers were required to provide the 10XXX0 access codes of
other carriers if requested by the customer. All of the carriers
‘objected to this requirement, the consensus being that each
carrier should bear the responsibility of educating its own
customers on how to access their preferred carriers when awvay from
home. AT&T noted that 10XXX0 access codes would be of no use from

non-equal access offices. Sprint had implementation problems.



These codes cannot be used to access carriers in non-equal
access end offices or if the carrier chooses not to subscribe to

equal access in exchanges where equal access is available.

Further, it is. _.reasonable to expect each carrier to educate its

————
-

Sﬁh customers as to its l0XXX0 access code. Therefore, carriers

————

S i -

shoula—not be required to provide access codes of competitors.

Carrier Identification

The Order required operators to identify the carrier at the
beginning and cenclusion of the operator contact on every call.
AT4T is wunable to identify itself at the beginning of all calls;

however, it is trying to change this. It suggests th

be required to identify the carrier before charges are incurred.

o g

ITT has difficulty in complying in instances where automated

-~
equipment is used and requests a six-month extension for

implementation. AmeriCall feels that one time is sufficient for
automated calls.

appara———

The purpose of this requirement was to ensure that the end-
user was awvare of the carrier's identity and to provide the

opportunity to access a different carrier if AQdesired, This

. purpose can be served by requiring operators to identify the

e ——

carrier at least once before any charges are incurred.

ETEEEing and Interception Prohibition/Tent Cards and Stickers
The Order prohibits blocking of access to competing carriers,

and in most situations, prohibits the blocking of calls to local
exchange carrier operators. As these types cf blocking normally

occur in customer premises equipment, carriers are required to



terminate service (after sguitable notice} to violators of these
prohibitions. Sprint was concerned with its obligation to police,
such as what should be considered evidence of non-compliance or of
the eventual compliance of the owner after he had been notified of

violations. As a general rule, AmeriCall agreed with the

Commission's requirement; however, it felt that exceptions should
—
be made to prevent fraud, particularly for payphones in areas

where emergency access to an operator is not required. ATe?T

rggucsted clarification and suggested that these restrictions

apply only to traffic aggregators and that the violator's local

service be disconnected rather than long-distance services. AT&T
i Y

———

defines a "traffic aggregator" as every person or entity, which is

i

not a telecommunications carrier, who in the ordinary course of
— T e e et e 1

business, makes telephones available to the public or to transient

L e

users of its business including but not limited to hotels, motels,

— ]

hospitals, private pay phone companies, and universities.

The Order required carriers to supply tent cards and stickers
to be placed near or on telephone equipment to which they provide

service, ATsT noted that they provide service to all telephones

P —

and suggo‘ied that these requirements apply only to traffic

.iﬁgtegators. ITT noted that most of its operator services were

provided to presubscribed customers to supplement its "1l+"

services. EE;I;t again expressed policing concerns.

g

In its September 8, 1989 Order, the Commission reiterated its
finding in Case No. 10002 that these restrictions and conditions
for operator-assisted services are necessitated primarily by the

lack of a formal, prearranged relationship between the carrier and



the actual user of its services. Because the primary relationship
is between the carrier and the hoat business or traffic
aggregator, not the actual vuser of servicea, the blocking and
interception prohibitions and the requirement to provide tent

cards and stickers should be applicable only to traffic

aggregators. T

In its response, ATeT proffered a de!initton of “trattic
aggregator® which excluded telecommunications carriers. Although
traffic aggregators thus far have been entities such as hotels,
motels, hospitals, private pay phone companies, and universities,

the characteristics of the service itself provide the definition

. of traffic aggregators. Therefore, the Commission is not inclined

to mg&gagxcluaions at this time.
Hiscnllaﬁ;;ﬁiuhwmm””-—““"w“mmww-‘

Carriers are not permitted to accept calling cards if they
are unable to validate them. AmeriCall was the only carrier to
object to this requirement on the basis that most carriers did not
have access to all validation data bases.

Sprint was uynsure what tariff modifications were required,
_because many of the reguirements relate to internal operating
procedures. AneriCall requested an investigation to determine ir
AT&T should be the only entity with statewide billing and
collection capability.

IT IS THBEREPORE ORDERED that:

l. Carriers shall not be required to provide 10XXX0 access

codes of competing carriers. It shall be the responsibility of



each carrier to educate its customers as o the appropriate access
code.

2. Operators shall identify the carrier at least once
during every call before any charges are incurred.

3. Blocking and interception prohibitions and the

requirement to provide tent cards and stickers shall apply only to

traffic aggregators. *

4. All other provisions of the Commission's Order of
September 8, 1989 shall remain in full force and effect pending
the £inal outcome of the proceeding herein.

S. Carriers <currently authorized to provide operator-
assisted services and having an effective tariff on file with the
Commission in compliance with previous Orders may continue to
operate under those tariffs and shall not be required to file
revised tariffs reflecting the modifications herein at this tine.
However, should a carrier choose to implement these modifications
prior to a final determination, a revised tariff shall be filed
before such changes are implemented.,

6. An informal conference shall be held Pebruary 5, 1520 at
10:30 a.m., Eastern Standard Time, at the Commission's offices in
Frankfort, Kentucky, Hearing Room 1, for the purpose of discussing

the remaining issues expressed in the responses.



7. Scheduling of a formal hearing shall be held in auSyance
pending the ocutcome of the informal conference.
Done at Frankfort, Kentucky, this 15th day of Jamuary, 1990.

By the Commission




