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WiUiam E. Kennard
Chairman
Federal Communications Commission
The Portals - 445 12th Street, S.W.
Suite 8-B201
Washington, DC 20544

RE: In the Matter Q.f[mplementation ofthe Pqy ielephone Reclassification and
Compensation Provisions o[the Telecommunications Ac.t 0[1996

Dear Mr. KelUlard:

I am writing to urge the Federal Communications Commission to take action
quickly on two long-pending pay telephone matters: (1) carner responsibility for payment
ofdial-around compensation where a resale carrier as well as an underlying carrier is
involved in handling a dial-around call made from a payphone and (2) payphone line rate
requirements. .

As you know, the promotion offair competition in the payphone industry and the
widespread deployment ofpayphones were ofparamount interest to Congress in enacting
Section 276 ofthe Communications Act as amended by the Telecommunications Act of
1996. In enacting Section 276, Congress recognized the reaUty that payphones are an
essential lifeline service for many lOW-income people. particularly those who are
transient or have been disconnected from the local telephone network. Assuring the
payment ofdial around compensation and implementing the payphone line rate
requirements as prescnoed by Section 276 are critical to ensuring the continued
availability of this lifeline service to the residents of California.

With over 1,200 providers. current roles make it almost impossible for small pay
telephone companies to collect that portion of the collect or calling card charges to which
they are entitled. In some cases, I am told that in some cases, it costs California pay
telephone companies 60% to 70% of the charges incurred at some payphone locations. If
this matter cannot be quickly resolved, a great deal of pay telephone service will be lost
to the residents ofCalifornia and every other state.

I strongly encourage you to ensure that the issue of carrier responsibility for dial



around compensation be resolved immediately, and that the payphone line rate issue,
which I understand is pending with the Commission, also be resolved expeditiously. I
would be most grateful ifyou would provide an update on these matters, and the time
frames in which action can be expected.

Thank you for your attention to these important matters.

ely yours, /J
_~._ ·~S~

_-''rJianne Feinstein
United States Senator

cc: Larry Strickland
Common Carrier Bureau
Federal Communications Commission
The Portals - 44S 12th Street, S.W.
Suite S-C345
Washingto~ DC 20544
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The Honorable William E. Kennard
Chainnan
Federal Communications Commission
445 12th Street Southwest, Ste 8-B201
Washington, D.C. 20024·2101

Dear Mr. Chainnan:

It has recently come to my attention that despite widespread telecommunications refonns
designed to ensure fair compensation, promote competition among payphone operators, and
provide reasonable costs and widespread access to consumers, the payphone industry still faces
several barriers that need to be resolved promptly by the FCC. I respectfully urge the Federal
Communications Commission to take action on two important matters: (l) carrier responsibility
for payment of "dial-around" compensation where a resale carrier as we)) as an underlying carrier
is involved in handling a dial-around call made from a payphone and (2) payphone line rate
requirements.

Today, a growing nwnber of people are using new technologies to commWlicate with one
another, and many believe that payphones are in the process of becoming obsolete. However, I
strongly believe that payphones are invaluable in emergency situations, and in low-income and
rural areas where wireless services are limited and costly. As you know, the
Telecommunications Act of 1996 recognized the continued importance of encouraging wide­
spread deployment of payphones. The Act required the FCC to promote the phasing out of
subsidies, the fair treatment of competitors when they connect to local systems, and fair
compensation for dial-around calls which bypass the payphones' traditional payment mechanism
(i.e. calls placed at payphones using 800 numbers, calling cards or access codes). Unfortunately,
some of these issues still remain unresolved and threaten the availability of this lifeline service.

With over 1,200 providers, current rules make it difficult for sma)) pay telephone
companies to collect the dial-around compensation that is owed to them. Payphone operators are
not being compensated for an estimated one-third of all dial-aroWld calls, particularly when more
than one carrier is involved on long distance connections. As I understand it, an industry
proposal to remedy the situation has been pending at the FCC for more than a year now. If this
matter cannot be quickly resolved, a great deal ofpay telephone services will be lost across our
nation.

www,hou5<1.\lov/horn
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Furthermore, the FCC should act to ensure that state public utility commissions set cost­
based payphone line rate requirements which accurately reflect the cost incurred by an incumbent
local phone company for payphone line service. Presently, independent payphone providers in
many states, such as California, must obtain these services at excessive rates from incumbent
local phone companies while competing with the incumbents' own payphone operations.

I strongly encourage you and your colleagues to ensure that the issue of carrier
responsibility for dial aroWld compensation be resolved expeditiously, and that the payphone line
rate issue, which I understand is ripe for FCC action, also be resolved immediately. I would be
most grateful if you would provide an update on these matters, and the time frames in which
action can be expected.

Thank you for your attention to these important matters.

With kindest regards,

s~omH~
STEPHEN HORN
U.s. Representative

SH:sv
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The Honorable William E. K.ennard .
Ch.ainnan
The Federal Comrmmicatians Commission
445 12th Stm:t, S.W. .
Washington, D.C. ~OS54

Dear CbatrmanKennard:

We are writing to urge the FCC to take action on two long-pendingpaytel.cphaM matters: (1)
p~nc line rate requirements and (2) catrif:r responsibility for payment ofdial-around compensation when
a resale carrier as wcll as an underlying carrier are involved in handling a dial-around call made from a
}>ayphone.

As you know. the promotion offair competition in the payplume industry was ofp&ramoQnt interest
to Congress in coacting Sectioo.276 oftb.e Cllllllllllllications Act as amended by theTel~onsAct
of 1996. In enacting Sedion 276, Congress rccogoized the reality that payphotles are an essen#'allifeline
service. Implementing the payphon.e line rate requirements and assuring the payment ofdial-around
compensation are critical to the continued availability ofthis service.

We encourage you to ensure that the payphone line rate issue is resolved quickly by issuing an order
giving final guidance to the local exchllDgC carriers fegarding the detemrination of cost-~ased.rates. We also
urge you to~lve the matter ofcarrier responsJ.1ri1hy for dial-around. compeIlS3tion expeditiously.

Please give due consideration to this request, consistent with all applicable procedural, etbica4 and
substantive rules and regulations.

Yomstroly,

Pb~d·~k-

~~r
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Commissioner Susan Ness
Commissioner Harold Furchtgott-Roth
Gommiss1oner Michael Powell
Commissioner Gloria Tr1stani
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William Kennard
Chairman
Federal Communications Commission
1919 M Street NW
Room 814 .
Washington, D.C. 20554

Dear Chairman Kennard:

I am writing to urge the Federal Communications Commission to take action on two
long-pending pay telephone matters: (1) camer responsibility for payment ofthe $24 per call
compensation to a payphone provider where a resale camer as well as an underlying carrier is
involved in handling a dial-around call (e.g., a long distance call billed to a credit card) made
from a payphone and <?) payphone line rate requirements.

The promotion ofcompetition in the payphone industry and the widespread deployment
of payphones were ofparamOWlt interest to Congress in enacting Section 276 of the
Telecommunication Act of 1996. As you know, I sponsored this section ofthe Act and. by its
enactmen~ Congress reauthorized the reality that payphones are an essential lifeline service for
many people, especially for those in rural areas and in low-income urban areas, as well as for
travelers for whom wireless service may not always be available. Assuring the payment ofdial
around compensation and implementing the payphone line rate requirements as prescribed by
Section 276 are critical to ensuring the continued availability of this lifeline service.
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I strongly encourage you to ensure that the issue ofcarner responsibility for dial aroWld
r::ompensation, be resolved expeditiously; and that the payphone line rate issue, which I
understand is ripe for FCC action, be resolved promptly. I would be most grateful ifyou would
provide me with an update on these matters, and the time frame in which action can be expected.

Thank you for your attention to these important matters.

Sincerely,

1:n~~
Member ofCongress

JB:sw
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The Honorable William E. Kennard
Chairman
Federal Communications Commission
445 11~ Street, S.W
Washington, D.C. 20554

Dear Chairman Kenn.rd·

1am writin& 10 iT\<iwre about an issue involving proper compensation for payphone service
pro\liders (PSPsj. Although the home telephone penetration rate is well OVct 90 percent in the U S.
and the use ofwirc1ess telephones is at an all time high. payphones remain an important lifeline for
many ofour nation"s poor &lid minoritY fiunilie3 who can not afford such services Section 276 ofth~

Tel~mmunications ~ of 1996 provides for the "Ole widespread deployment ofpawhone services
to the benefit ofme general public ." To the extent tlw this is DO! occuni.ng because ofthe FCC's
fililur! to resolve a regulatory maner, the Commission should aa promptly and resolve it

I have been comacred by constituents who are Michigan PSPs about problems they are
experiencing coUet'ting full compensation for ~dial around~ calls. Section 276(b)(1)(A) tequit~ that.
PSPs be t'airty compensated for "each and every" call placed from a pay phone However, I ha"e been
told thaI PSPs often do not receive compensation from "'dial around" calls because it is often unclear
which carriers are responsibl~fOr paying compensation. I llllderstand that a petition to address this
issue has been pending ~ the Commission since June 1m and would appteClate a repon an its status.

John D. Dingell
Member ofCongress
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Mr. William Kennard
Chairman
Federal Communication Conunisaion
44S 12th sr., SW
Washington. DC, California 20554

Dcar Mr. KeMard:

i
1am respectfully writing to urge the Federal Communications Commissiqn to take netion on

two important matters: (1) carrier responsibility for pQyment of dial-around, con1pens8tJOn where a
resale carrier as well as an underlying Carner is involved in handling a dial.;arouhd call made from
a pay phone and (2) pay phone line tAte requirements. I

: I
As you know. in enacting Seetion 276 of the Communications ,*t. at amended by the

TeLecommunicatio11$ Act of 1996, Congress recognized the reality th't pay pho~8 are an integra'
part ofour country', telecom infrastructure. For example, pay phones provide In nvaluable service
in emergency situations, and in low~incomc Md rural areas where wirth,.. s!=T"i es are limited and
costly. Therefore. assurin. the payment of dial around compensation and imp ementil1g the pay
phone line rate requirements are critical to ensuring the continued avail.bility oft is critical amrice.

With over 1,200 providers, current rules make it difficult for smallp~ tel hone companies
to collect the dial..-around compensation that il owed to them. Pay phone ope ,. are not being
compensaled for an estimated one·third of all dial·around eaUs, particularly~ more than One
carrier is involved on long disW\ce connections, \

. I
Furthermore, independent pay phone provid~r$ in many states. must Obt~'n pay phone line

services at eltceslivc rates from incumbent local phone: companies while co peting with the
incumbents' own pay phone operations. (believe if thete matters elMOt be res lved. a areal deal
ofpay telephone servjC~ will ~ 10lt to rl!sident. of Califomia and lerO,I8 the nat'on.

~ I ~denfand It, an Industry proposal to rem.cdy the C\Um\t sduati,n is \pending with the
FCC. Acc~rdlhgly. I encoUlaic ~u to cmsure that the IQue ofcarner re8pOn4tbili~ (or dial-around
eompensatlon and ~e pay phone Itne rate .lIue be resol"ed immediately. 1would~ mOlt grateful
If YQU would pro \01. de an update on these matten. oU1d rhe time frames in whiCh action can be
expected. . I

I
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Thank you in advance your attention to these importllJ\t matters.

Sincerely,

Y~G6f,.J
~SCAPPS

Membn of CODCress



THE HONORL\BLE JAMES A. BARCIA
OF MICHIGAl'i
THE HOUSE OF REPRESENTATIVES

Wednesday, October 25, 2000

1\'1r. Barcia: Mr. Speaker, I want to spend a few minntes today discussing a segment
of the communications system that we often take for granted -- pay telephones. We have all
had experiences using pay telephones when we are away from home. Even in these days of
wireless telephones, pay telep·hones are essential for many Americans. They are a great
convenience when we are traveling, when we are away from the office, and, in many cases,
when we have an emergency.

There are about 2 million pay telephones in the country today, about 1.5 million of
which are on·ned and operated by the same companies that operate local telephone
exchanges. Another 500,000 phones are owned and operated by independent pay telephone
companies. For thousands of people in rural and low-income areas, pay telephones are a
source of basic telephone service. About 6% of all households in the country do not have a
telephone. In poor urban areas, 25% or more of households do not have a telephone, and
up to 20% of rural households do not have telephones in some areas. For families in these
households, pay telephones often provide basic telephone service.

Our national policy regarding pay telephones has evolved significantly over the last
twenty years. Prior to 1984, pay telephones were a regulated monopoly owned exclusively
by the local telephone exchanges. In 1984, the Federal Communications Commission
ordered local exchanges to provide service with independent payphone companies that
wanted to install their own payphones. This development introduced competition for the
first time in the payphone industry. However, full competition did not develop because
charges to payphone companies were still set high enough to subsidize other services.

In 1996, another development occurred. With the 1996 Telecommunications Act,
Congress stated that it wanted to further competition in the payphone industry so that
there would be widespread deployment of payphones. Rates paid by payphone companies
to local exchange carriers were to be based on costs so that there would not be a cross­
subsidization of other services. During the late 1980s, consumers had begun to experience
the convenience of dialing 800 numbers at payphones without having to pay for them at the
payphone. As the volume of these calls increased, it became clear that, as a matter of
fairness, the payphone operate should receive some compensation for them. After all, the
1996 Act mandated that the payphone owner was to be fairly compensated for each and
every call of this kind since it was his or her equipment that was being used to make the



call.

Unfortunately, the goals of the 1996 Act have not been fulfilled. There has been
substantial confusion about the definition of cost-based rates. \Vhile the FCC has taken
some steps toward defining cost-based rates, it still has not given state regulatory
commissions and local exchange carriers final guidance concerning the proper standard.
The FCC's Common Carrier Bureau recently ordered \Visconsin carriers to file cost-based
rates so that the FCC itself could review them. However, that order was stayed after an
objection was filed. My concern is that a protracted proceeding before the FCC to
determine the precise definition of cost-based could mean that payphone companies will
pay substantially above costs for months or even years.

A related issue is the problem of dial around compensation. It is a great
convenience for consumers to be able to dial 800 numbers without having to put coins in a
payphone. However, it's only fair and, in fact, it is the policy of the 1996 Act that
payphone owners are fairly compensated. These companies purchase, install and maintain
the equipment and pay line rates for access to the local telephone exchange. The FCC has
given some guidance as to which carrier is responsible for paying compensation, but the
current system has proven to have a number of serious problems. Often, several
companies are involved in carrying the signal from the caller to the final destination, and it
can be difficult to determine what company is responsible for paying the compensation. In
many cases, all the carriers deny responsibility and payphone owners must initiate
expensive litigation to receive any compensation. The FCC should move quickly to review
its current approach to dial around compensation in order to resolve outstanding questions
and to come up with a workable, effective system.

\Vhile these regulatory issues remain unresolved, the payphone industry and,
ultimately, American consumers are being injured. Up to 300,000 payphone lines have
been disconnected around the country in the last few years. Some of this may be due to the
market forces from competition from wireless telephones. To the extent that market forces
are reducing the number of pay telephones, that is the fair result of competition. However,
it is likely that much of this reduction is due to the twin effects of payphone operators
paying excessive costs for line rates and receiving inadequate compensation for dial around
calls. This squeeze on payphone companies has led to the disconnection of telephones and
in some cases companies dropping out of the market entirely.

In Michigan, there has been about a 25% reduction in the number of independent
telephone companies in operation. The largest independent payphone company providing
service in Detroit, with over 2000 phones, is in bankruptcy. I have heard story after story
of payphones being disconnected, in rural areas, in urban playgrounds, and in other areas.

One of the particularly troubling aspects of this story is that we could have
substantially better payphone service. The technology exists to provide Internet access,
video services, and other services to consumers at pay telephones if the economic incentives
allowed these developments. Today, in Europe, many of these services exist, and in a
limited number of cases, they exist in the United States. However, our policy, although well



intentioned, has had the effect of discouraging technological developments in the industry
while individual companies struggle to survive.

I urge the FCC to look into these issues and take action to resolve these issues.
Consumers in Michigan, indeed all over the country, will benefit from the Commission's
efforts.



Thank you for your attention to this matter.

The Hon. William Kennard
Chairman
Federal Communications Com."llission
445 12ltl Street, SW
Washington, DC 20554
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Dear Chairman Kcrmard: I

We are writing to ask the Commission to take prompt action to ensure that JaYPhone
operators are fairly compensated for use of their payphones. I

As you know, Section 276 of the 1996 Telecommunications Act directs the i
Commission to establish a plan to ensure that payphone operators are fairly contpensated
for "dial around" calls (such as 800 numbers, calling cards, and access codes) ~ich

----~as9 tee pl)'lJhe~tRldi&ieRal ,9iR~lRt med1aRism, W. arc disappgintl.d that
the Commission ha.s not yet fully canied out this congressional mandate--despitle the fact
that two years ago the Commission received a fannal request from payphone oPerators
asking that such a proceeding be initiated. I .

AJj a result of the Commission'8 inaction, it is our understanding that paypblne
operators continue to experience great difficulty and long delays trying to coll;{t .
compensation for "dial around" calls, particularly when more than one carrier is involved
on long-distance connections. An estimated 35% ofsuch calls go completely !

uncompensated, according to estinlates provided to us by California', payph~nJ
operators. As a result, many small and independent payphone operators are under serious
economic duress. '.

We urge the Commission to take expeditious action to implement rules t04ure that
payphone operators are fairly compensated for calls made on their phone. In ition, we
would appreciate an update on this matter and the time frame in which action c be

I

eJPected. I

I

Sincerely,

~G.
Chr;stophe~ Cox, M.e.
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Lois Capps. M.G.



Robert T. Mat9ui, M.e.
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