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DISPOSITION: STIPULATION ADOPTED; PETITION
TO EXEMPT GRANTED

On August 4, 2005, Qwest Corporation (Qwest) filed a petition with the
Public Utility Commission of Oregon (Commission) to exempt its billing and collection
services from regulation under ORS 759.030.1 Specifically, Qwest seeks to exempt all
billing and collection services contained in Section 8 of its Access Price List, except those
provided in Section 8.15. On September 27, 2005, the Commission adopted Staff’s
recommendation to suspend the petition for further investigation.

Following settlement negotiations, Qwest and Staff entered into a Stipulation,
wherein Qwest and Staff agree that the public interest no longer requires full regulation of
Qwest’s billing and collection services. Staff filed testimony supporting the Stipulation. The
stipulating parties recommend that the Commission grant Qwest’s petition, subject to the
condition that there must be no adverse impact or effect on Qwest’s residential end-user
customers. The Stipulation, which is not opposed by any party, is attached as Appendix A.

FINDINGS OF FACT

Qwest’s billing and collection services provide interexchange carriers the
ability to bill their services to end-user subscribers via the Qwest phone bill. Qwest’s
standard billing and collection services offering includes transaction (message) processing,
collection of delinquent bills, and accounts receivable management. Optional services
include market messages, recording with and without assembly and editing, and Qwest-
provided end-user billing inquiry.

The billing and collection services are available only to other carriers who
provide telecommunications services to Qwest local access-line-service customers.
Furthermore, because they are wholesale services governed by ORS 759.410(3), the billing
and collection services are sold exclusively to other carriers and billing aggregators.

1 The 2005 Legislature repealed ORS 759.030 and enacted an identical provision that is now codified in
ORS 759.052. See Or L 2005, c 232, §6.
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Currently, there are 14 customers using Qwest’s billing and collection services, all of whom
are other telecommunications services carriers and billing aggregators (billing agents). All
14 customers were notified of Qwest’s petition; none intervened in this proceeding.

Due to changes in the regulatory environment beginning in 1999, it became
more practical for carriers to directly bill their own pre-subscribed customers. In addition,
other carriers are no longer dependent upon Qwest to obtain the information necessary to
perform the billing and collection function. As a consequence of these changes, the market
for billing and collection services has all but disappeared. Other Oregon telecommunications
providers have a successful track record of taking a significant portion of their billing and
collection functions in-house through self-provisioning or direct billing. The services Qwest
continues to provide represent only a small fraction of the retail telecommunications services
market for billing and collection services.

Choices available to Qwest’s local access line service customers for retail
telecommunication services will not be affected by exempting Qwest’s billing and collection
services from regulation. A large majority of these end-use customers are pre-subscribed to
carriers—either Qwest or other interexchange carriers—who bill them directly for services.
Because there is no indication that these other interexchange carriers intend to abandon their
practice of direct billing, the consequences of exempting Qwest’s billing and collection
services from regulation is likely to be very minor for both the current billing and collection
services market and for Qwest’s telecommunications service end users.

CONCLUSIONS

Applicable Law

Under ORS 759.052(1)(a)(C), a telecommunications utility may, upon
petition, exempt a service from regulation if the Commission finds that the public interest no
longer requires full regulation of the telecommunications services. In deciding whether to
grant a petition, ORS 759.052(3) requires the Commission to consider the following: (a) the
extent to which services are available from alternative providers in the relevant market;
(b) the extent to which the services of alternative providers are functionally equivalent or
substitutable at comparable rates and under comparable terms and conditions; (c) existing
economic or regulatory barriers to entry; and (d) any other factors deemed relevant by the
Commission. With regard to subsection (d), we identify the potential impact on end-user
customers as a factor relevant in deciding whether to grant this petition. We address each of
these factors below.
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Available from Alternative Providers

We find that billing and collection services are available from alternative
providers in this market through self-provisioning. Due to industry trends, billing and
collection services are now primarily done in-house by telecommunications carriers, thus
reducing the demand for Qwest’s billing and collection services. These telecommunications
carriers, who would be some of Qwest’s largest billing and collection service customers if
they were not performing the service in-house, have a successful track record of conducting
their own billing and collection functions.

Functionally Equivalent or Substitutable

In-house self-provisioning and direct billing by carriers are both functionally
equivalent and substitutable for the services provided by Qwest. Carriers can now obtain the
information necessary to perform the billing and collection function without Qwest’s
assistance. The elimination of this information bottleneck has made it easier and faster for
carriers to conduct their own billing and collection tasks in-house. Accordingly, carriers that
use Qwest’s services are not dependent on Qwest for their billing and collection functions.

Regulatory or Economic Barriers

This Commission has previously concluded that no regulatory or economic
barriers exist to entering the billing and collection services market. See Order No. 94-1608.
Since that decision, competitors are now more able to compete on an equal footing, as they
are no longer dependent on Qwest for necessary billing information and are currently
choosing to perform these functions themselves.

Potential Impact on End-User Customers

We find that the end-users of Qwest’s local service will be unaffected by
exempting Qwest’s billing and collection services from regulation. A large majority of these
customers are already pre-subscribed to carriers that bill them directly. Moreover, the
carriers who directly bill their pre-subscribed customers do so according to their preference.
There is no indication that these carriers intend to abandon the practice in the future.
Therefore, the consequences of exempting Qwest’s billing and collection services from
regulation is likely to be very minor for both the current billing and collection services
market and for Qwest’s telecommunications services end users. In the event that residential
end-use customers are harmed by exempting these services from regulation, the Commission
may, under the terms of the Stipulation, take corrective action pursuant to
ORS 759.052(1)(b).












