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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Investigation on the Commission’s own motion into the operations, practices, and conduct of Quest Communications Corporation (Quest), U‑5335-C and its wholly owned subsidiary, LCI International Telecommunications Corporation, doing business as Quest Communications Services (LCIT) , U-5270-C to determine whether Quest and LCIT have violated the laws, rules and regulations governing the manner in which California consumers are switched from one long distance carrier to another and billed for long distance telephone services.


Investigation 00-11-052

(Filed November 21 2000)

ADMINISTRATIVE LAW JUDGE’S RULING

1. The Order Instituting Investigation (OII)

On November 21, 2000, the Commission instituted this investigation to determine whether Quest Communications Corporation and its California subsidiaries (collectively “Quest”) have violated the laws, rules and regulations governing how California consumers are switched from one long distance telephone carrier to another, and how they are billed for long distance telephone services.  

The OII categorized this proceeding as adjudicatory and stated that hearings are necessary.  In the OII, the Commission ordered a prehearing conference (PHC) be scheduled to:

1. Set a schedule for the exchange of additional written testimony;

2. Determine which of CSD’s percipient and collaborative witnesses will need to testify; and,

3. To address any discovery issues.

2. Prehearing Conference

The prehearing conference in this investigation will be held on Tuesday, January 9, 2001 at 10:00 a.m.   

The Respondents and the Commission’s Consumer Services Division (CSD) shall, and other interested persons should, appear at the PHC prepared to set the overall schedule for this investigation, as well as to address the three matters set forth above, and additional matters discussed below.

3. Additional Financial Information

Based on allegations from CSD, the Commission issued this OII which contains serious allegations concerning Quest’s alleged violation of the laws  governing how California consumers are switched from one long distance telephone carrier to another, and how they are billed for long distance telephone services.  If CSD’s allegations are proven to be true, some California consumers may be entitled to reparations for such violations.  (The allegations, if proven, may also support some form of penalties, but this section does not discuss the issue of penalties.)

Quest Filing

In order to facilitate this investigation and in an attempt to provide a reasonable means of assuring that there are adequate funds to provide reparations to California consumers who may have been improperly switched by Quest, or billed for services which they did not legally consent to, Quest is directed, no later than January 3, 2001, to file and serve on the temporary service list the following information.

A. Financial Statement:  

Quest shall file a financial statement showing that it currently has sufficient unencumbered funds or assets to provide for prompt reparations to consumers in the amount of at least $ 5 million. 
  The use of the term unencumbered funds or assets in this ruling means funds or assets which have no prior legal claims by creditors or others.

B. Potential Outstanding Liabilities in Other Forums:

The OII alleges that Quest has been the subject of civil and administrative actions for slamming in Minnesota, Texas, Tennessee, Oregon, Oklahoma, New York, Michigan, and Florida.  The OII also states that the Federal Communications Commission has found Quest to be in violation of the Telecommunications Act of 1996 and it issued a Notice of Apparent of Liability and Forfeiture against Quest.  (OII at p. 6.)  In its filing, Quest shall set forth the amount of liability which is alleged by each of the above jurisdictions, and, if no amount is alleged, Quest’s best estimate of the maximum potential liability assuming the allegations in each of the above jurisdictions are true.  Quest shall also state whether or not it intends to satisfy any potential judgments in these jurisdiction with the unencumbered funds identified in its response to question A above.

CSD

CSD is directed in its PHC statement (see below) to state its best estimate at this time of a range of the amount of reparations at issue in this OII.  This is only a request for more information concerning the amount of reparations, and not penalties, that are at issue in this proceeding.

4. PHC Statements

Respondents and CSD shall, and any other interested person may file a PHC statement no later than Wednesday, January 3, 2001.  The PHC statements should be served in a manner that Administrative Law Judge Econome receives them on January 3.

The PHC statement should set forth the party’s overall proposed schedule for the proceeding, keeping in mind the requirements of Pub. Util. § 1701.2 (d).
  The PHC should also address the three matters set forth in Section 1 above, as well as any other procedural issues necessary for a prompt resolution of this proceeding.  CSD should also include the information requested in Section 3.

5. Temporary Service List

A temporary service list is attached to this ruling.  At the PHC, the Commission will establish a service list.

6. Ex Parte Communications

Parties are advised that this is an adjudicatory proceeding and therefore, pursuant to Pub. Util. Code § 1701.2(b), ex parte communications are prohibited.  Not only parties, but also any other person who has a financial interest in this proceeding or is a representative of a formally organized association intending to influence a decisionmaker, even if the person or association is not a party, is prohibited from speaking with a decisionmaker on a substantive issue in this investigation.   Please see Pub. Util. Code § § 1701.1, 1701.2 and Rules 5 and 7 of the Commission’s Rules of Practice and Procedure for the specific rules regarding who is prohibited from making ex parte communications and what type of communications are prohibited.

IT IS RULED that:

1. The Commission has set a prehearing conference (PHC) in the above‑captioned matter for Tuesday, January 9, 2001 commencing at 10:00 a.m., in the Commission’s Courtroom, State Office Building, 505 Van Ness Avenue, San Francisco, California.

2. Respondents and CSD shall, and other persons should, file PHC statements addressing the issues set forth in this ruling no later than Wednesday, January 3, 2001, and should serve them in such a manner that I receive them on January 3.  Administrative Law Judge Econome’s email address is jjj@cpuc.ca.gov and her fax number is 415/703-1723.  Parties should also bring 10 extra copies of their PHC statements to the PHC for distribution.

3. Quest shall file a further statement as requested by Section 3 of this ruling no later than January 3, 2001.  This statement should be served in the same manner as the PHC statements.

4. A temporary service list is attached to this ruling as Appendix A.

Dated December 11, 2000, at San Francisco, California.



          /s/ Janet A. Econome



Janet A. Econome

Administrative Law Judge

APPENDIX A

************ APPEARANCES ************ 

                                        
CT CORPORATION SYSTEM                   
818 WEST SEVENTH STREET                 
LOS ANGELES CA 90017                    
For: LCIT's Registered Agent in California                                                          

                                        
CT CORPORATION SYSTEM                   
818 WEST SEVENTH STREET                 
LOS ANGELES CA 90017                    
For: Qwest's Registered Agent in California                                                         

Joseph M. Malkin                        
Attorney At Law                         
ORRICK, HERRINGTON & SUTCLIFFE LLP      
OLD FEDERAL RESERVE BUILDING            
400 SANSOME STREET                      
SAN FRANCISCO CA 94111-3143             
(415) 773-5505                          
jmalkin@orrick.com                           
For: QWEST                                                                                          

Jim Young                               
Attorney At Law                         
PACIFIC TELESIS GROUP                   
140 NEW MONTGOMERY STREET, ROOM 1805    
SAN FRANCISCO CA 94105                  
(415) 545-9450                          
jim.young@msx.pactel.com                     

Carol Kuhnow                            
Director Tariffs & Compliance           
QWEST COMMUNICATIONS INTERNATIONAL, INC.
QWEST GOVERNMENT AFFAIRS                
4250 N FAIRFAX DRIVE, 13TH FLOOR        
ARLINGTON VA 22203                      
(703) 363-3189                          
For: QWEST COMMUNICATIONS INTERNATIONAL, INC.                                                       

Kathryn Ford                            
Corporate Counsel                       
QWEST COMMUNICATIONS INTERNATIONAL, INC.
QWEST POLICY & LAW                      
1801 CALIFORNIA STREET, SUITE 4900      
DENVER CO 80202                         
(303) 672-2776                          
For: QWEST COMMUNICATIONS INTERNATIONAL, INC.                                                       

Jenny Wong                              
Regional Director                       
VERIZON, INC                            
REGULATORY PLANNING AND INDUSTRY AFFAIRS
ONE GTE PLACE RC 3412                   
THOUSAND OAKS CA 91362-3811             
(805) 372-7361                          

********** STATE EMPLOYEE *********** 

Janet A. Econome                        
Administrative Law Judge Division       
RM. 5113                                
505 VAN NESS AVE                        
San Francisco CA 94102                  
(415) 703-1494                          
jjj@cpuc.ca.gov                         

Maria E. Stevens                        
Executive Division                      
RM. 5109                                
320 WEST 4TH STREET SUITE 500           
Los Angeles CA 90013                    
(213) 576-7012                          
mer@cpuc.ca.gov                         

********* INFORMATION ONLY ********** 

Barry Ross                              
Executive Vice President                
CALIFORNIA TELEPHONE ASSOCIATION        
1851 HERITAGE LN STE 255                
SACRAMENTO CA 95815-4923                

Marcel Hawiger                          
Attorney At Law                         
THE UTILITY REFORM NETWORK              
711 VAN NESS AVENUE, SUITE 350          
SAN FRANCISCO CA 94102                  
(415) 929-8876                          
marcel@turn.org                              

Michael Shames                          
Attorney At Law                         
UTILITY CONSUMERS' ACTION NETWORK       
1717 KETTNER BLVD., SUITE 105           
SAN DIEGO CA 92101-2532                 
(619) 696-6966                          
mshames@ucan.org                             


(END OF APPENDIX A)

CERTIFICATE OF SERVICE

I certify that I have by mail this day served a true copy of the original attached Administrative Law Judge’s Ruling on all parties of record in this proceeding or their attorneys of record.

Dated December 11, 2000, at San Francisco, California.

/s/ Antonina V. Swansen

Antonina V. Swansen

NOTICE

Parties should notify the Process Office, Public Utilities Commission, 505 Van Ness Avenue, Room 2000, San Francisco, CA  94102, of any change of address to insure that they continue to receive documents. You must indicate the proceeding number on the service list on which your name appears.

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *

The Commission’s policy is to schedule hearings (meetings, workshops, etc.) in locations that are accessible to people with disabilities. To verify that a particular location is accessible, call: Calendar Clerk (415) 703-1203.

If specialized accommodations for the disabled are needed, e.g., sign language interpreters, those making the arrangements must call the Public Advisor at (415) 703‑2074,

TTY  1-866-836-7825 or (415) 703-5282 at least  three working days in advance of the event.

�  This is a number based on a very conservative reading of the OII.  With respect to the slamming allegations, the OII alleges 40,000 interLATA and intraLATA primary interexchange carrier disputes from January through May 2000.  (OII at p. 5.)  Assuming $50 per violation, this amounts to $2 million.  This number is then multiplied by 2.  Because the OII spans a much longer period much longer than from January through May 2000, this is a conservative estimate.  


Additionally, the OII alleges that respondents made unauthorized charges on subscribers’ telephone bills.  The OII alleges that Pacific Bell received 6,080 cramming complaints against Quest, with a total of 4,225 for 1999 and 1,855 between January and August 2000.  The OII also alleges that Pacific Bell reported that the most common complaint California customers registered against Quest was that the company billed them for two services at $10.95 per month without customer authorization.  (OII at p. 6.) This would amount to about $ 800,000.  (6080 complaints x $131.40 ($10.95/month x12.))  This figure is used for purposes of an estimate because some complainants may have allegedly been improperly billed for two years, but others for less than one year. 


�  If Quest believes that a part of this requested information is confidential, it should file both a redacted and unredacted version of its document, with the redacted version omitting the allegedly confidential material.  The unredacted version shall be placed in a sealed envelope with the name of the case and title of the document identified on the envelope.  Each page of the allegedly confidential material shall be stamped confidential.  This filing shall be accompanied by a motion requesting confidential treatment of specifically designated material, indicating the reason therefore with specificity.  Please note that CSD is to receive any allegedly confidential material in unredacted form pursuant to Pub. Util. Code § 583.


�  Section 1701.2 (d) states that adjudication cases shall be resolved within 12 months of initiation unless the Commission makes findings why that deadline cannot be met and issues an order extending that deadline.





85149
- 1 -
- 6 -

