
The Honorable William Kennard
July 6,2000
Page 2

f2w..:dJ:~
RUSSELL FEINGOLD
U.S. Senator

~~.
TAMMY ALDWIN
Member of Congress

r I;:' ~-tf-
TOM BARRETT
Member of Congress

MARK GREEN
Member of Congre

PAUL RYAN
Member of Congress

o
Member of Congress

e
R6NKIND
Member of Congress

.~/~Id6'
THOMAS PETRI
Member of Congress



(ongrtss of tbt Wnittb ~tatts

j!}OU5t of lttprt5tntatibt5
Rla!Sbing1on. iBt: 20515

July 24, 2000

Mr. William Kennard
Commissioner
Federal Communications Commission
1919 M Street, N.W.
Washington, DC 20554

Dear Commissioner Kennard:

We are writing to urge the Federal Communications Commission (FCC) to take expeditious
action on the payphone line rate requirements.

As you know, the widespread deployment of payphones and the promotion offair competition in
the payphone industry were important concerns of Congress in enacting Section 276 of the
Communications Act as amended by the Telecommunications Act of 1996. In enacting Section 276,
Congress recognized 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.
Implementing the payphone line rate requirements as specified in Section 276 is critical to insuring the
continued availability of this lifeline service.

We encourage you to insure that the payphone line rate issue is resolved quickly. In addition, we
would appreciate an update on this matter and the time frame in which action can be expected.

Thank you for your consideration of this request.

Sincerely,

Senator Mitch McConnell
6~7

Senator Jim Bunning

~~
Congressman en Lucas
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FCC REGULATION OF PAY PHONES

Mr. BURNS, Mr. President, in the four years since the passage of the
Telecommunications Act of 1996, dramatic changes have occurred in our telecommunica­
tions markets. We have seen competitive environments in such areas as wireless communi­
cation and long distance service. Advanced telecommunications services have great poten­
tial for deployment in the near tenn, if only the Federal Communications Commission
would more aggressively promote them. All of this change is occurring in the context of
an explosion of infonnation technologies and the Internet.

Yet the '96 Act dealt with much more than the high tech changes we read so much
about these days. The legislation was designed to transform the entire telecommunica­
tions industry under the leadership of the FCC, to the benefit of all consumers. And the
Act was designed to ensure that all Americans could have access to the vast array of ser­
vices the Act will stimulate.

Today I would like to briefly address one aspect of the '96 Act that is often overlooked
in the glamour of "high-tech." Public payphones are a critical piece of this access. For
millions of Americans, public payphones are the only access to the telecom network. And
when the batteries or the signal for the wireless device fail, public payphones are a reliable
source of inexpensive access, in an emergency or otherwise. Public payphones are emerg­
ing as public infonnation portals, true on-ramps to the infonnation highway, available to
anyone at anytime.

In order to ensure that these instruments of public access would continue serving as
gateways of last resort and continue evolving using new technologies, the issue of ade­
quate compensation for payphone operators was addressed by the '96 Act. This require­
ment of the '96 Act was designed to promote fair competition and benefit consumers by
eliminating distorting subsidies and artificial barriers. However, the law has not been suc­
cessfully implemented, and I am calling on the FCC to act e,;peditiously to address this
regulatory oversight. Payphones are an important segment of the telecommunications
industry, especially in low income neighborhoods and in rural areas like those in my
home state of Montana.

Local telephone companies operated payphones as a legal monopoly until 1984, when
an FCC ruling mandated that competitors' payphones be inter-connected to local net­
works. Still, local telephone companies were able to subsidize their payphone service in
competition with independent payphones. The '96 Act was designed to change all of this.
It was designed to create a level playing field between all competitors and to encourage
the wide-spread deployment of payphones. It did this by requiring local telephone com­
panies to phase out subsidies; by mandating competitive safeguards to prevent discrimina­
tion by the ILECs and ensure fair treatment of competitors when they connect to local
systems; and by assuring fair compensation for every call, including so-called "dial
around" calls which bypass the payphones' traditional payment mechanism.

Yet the basic requirements of the '96 Act are not being implemented by the FCC to
assure fair competition. Payphone operators are not being compensated for an estimated
one-third of all dial-around calls, particularly when more than one carrier is involved on
long distance connections. An industry proposal to remedy this situation has been pend­
ing at the FCC for more than a year without any action being taken. And the FCC also
needs to bring to a hasty resolution the issue of the appropriate line rate structure for pay­
phone providers. Today, there are about 2.3 million payphones nationwide. While all pay­
phones are threatened by the gaps in dial-around payments, 600,000 of them are inde­
pendently owned and are under particularly intense pressure; many small payphone oper­
ators now find themselves being forced to pull payphones or go out of business altogether.
They are also in need of certainty regarding the rates they pay the telephone companies.
This situation should not exist more than four years after the enactment of the 1996 leg­
islation.

I hope the FCC will act quickly to assure adequate compensation for each call. I hope
the FCC will take immediate steps to enforce the requirement for non-discriminatory and
fair line rates. I hope the FCC will take those basic steps required by the 1996 law. Fair
competition-and the resulting benefits to consumers envisioned by Congress-will not
occur until these actions are taken. As Chairman of the Senate Communications Sub­
committee, I will he carefully monitoring actions taken by the FCC on these important
issues in the weeks and months ahead.
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July 31. 2000

The Honorable William E. Kennard
Chairman
Federal Communications Commission
445 12111 Street SW
Washington. DC 20554

Dear Chainnan Kennard:

The independent pay phone industry is seeking clarification on two issues addressedin
the 1996 Telecommunications Act: payphone line rate requirements and carrierresponsibility for
pa.yment of dial-around compensation where a resale carrier as well as an underlying carrier is
involved in handling a dial-around call made from a payphone. I W'ge the Federal
Communication Commission (FCC) to provide guidance on [best: two matters,

It clearly is in the public interest to retain adequate evail~bi1ityand access to pay phones
both for safety andsocioeconornic fairness reasons. Unfortunately, it has been brought to my
lmention that the number of pay phones across the country;s being drastically reduced. Because
of the lack of clarification regarding how to determine cost-based rates and the carrier
responsible for payment of dial aTouna. compensution when more than one carner is involved in
handling a call. some pay phone companies are going out of busin~ss and removing pay phones
from public spaceg. In addition. because of the lack of adequarc FCC guidance on hook up
charges. there is a great disparity in those charges.

To help resohe these concerns, r hope the FCC will take prompt actioD on these two
long-pending pay telephone matters. Clarification by your agency is urgently needed to introduce
faimess and uniformity into the system.

Thank you for your prompt considefa[lon of this request.

Sincerely,

Carl Levin

CUamp
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COlllPo4lnEE ON APPROPRIATIONS

COMMITTEE ON THE JUDIClA"Y

COMMITT!:!: ON "ULES AHO ADNIH IST"ATION

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

RE: In the Matter Q.(lmDlementation ofthe Pqy telephone Reclassification and
Compensation ProvisIons ofthe Telecommunications Act 0(1996.

Dear Mr. Kermard:

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 reality 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 prescnl>ed by Section 276 are critical to ensuring the continued
availability of this lifeline service to the residents ofCalifornia.

With over 1,200 providers, current rules make it almost impossible for small pay
telephone companies to collect that portion ofthe 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 ofCalifomia 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 iT] which action can be expected.

Thank you for your attention to these important matters.

Iy yours, ,/)

. ·~Sr;~

_",.,..uianne Feinstein
United States Senator

cc: Larry Strickland
Common Carrier Bureau
Federal Communications Commission
The Portals - 44S 12th Street, S.W.
Suite 5-C345
Washington, 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
Conununications Commission to take action on two important matters: (1) carrier responsibility
for payment of "dial-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.

Today, a growing number ofpeople are using new technologies to communicate with one
another, and many believe that payphones are in the process ofbecoming 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. A5 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 ofcompetitors when they connect to local systems, and fair
compensation for dial-aTound 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 small pay telephone
companies to collect the dial-aroWld compensation that is owed to them. Payphone operators are

not being compensated for an estimated one-third of all dial-around 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:it 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,hOU58,gov/horn
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Furthermore, the FCC should act to ensure that state public utility conunissions 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 ofcarrier
responsibility for dial around 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,

Sij:0~\{~

STEPHEN HORN
U.S. Representative

SH;sv
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Scptcmbcr 22, 2000

The Honorable William. E. :K.euuard
Chairman
The Federal Connmmications Commission
445 12th Sm:et, S.W. .
Washington.. D.C. ~0554

Dear Chairman Kennard:

We are writing to urge the FCC to take action on two long-pendingpay te1.ephOM matters: (1)
payphooc line rate requirements and (2) catrit.r n=spoas1Dility for payment ofdial-around COIIlpeDSatiOll when
a resale carrier as wcll as an underlyiDg C8IIier are involved in handling adial-around call made from IS

Jlayphone.

A3 you know, the promotion offair competition in the payplume industl:y was ofpatamoaJIt interest
to Congress in cnacting Sedioo276 oftbe CcnlllllllllicationsAct as amended by the Telecommunic.ations Act
of 1996. In enacting Section 276, Congress :recognized the reality that paypbones are an essen1;i'allifeline
st.rv.ice. Implementing the payphone line rate requirements aDd assuring the payment ofdial-around
compensation are critical to the continued availability of this service.

We encourage you to c:nsure that the payphone line rate issue is resolved quicklyby issuing an order
giving final guidance to the local exchange carriers i'cgaIding the defemrination of cost-~asedrates. We also
urge you to resolve the ID.lItta' ofcarrier respons.ibility for dial-1IIUUIId compensation expeditiously.

Please give due; consideration. to this :request, consistent with aD applicable procedural, ethical. and
substantive rules and regulations.

Yomstruly,

~~e·~k.

~~r



j~~----

Crn=missioner Susan Ness
Commissioner Harold Furchtgott-Roth
Commissioner Michael Powell
Co=miseioner Gloria Tr1stani
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October 20, 2000

William Kennard
Chairman
Federal Communications Commission
1919 M StreetNW
Room 814 .
Washington, D.C. 20554

Dear Chairman Kennard:

I am writing to urge the Federal Communications Commission to take action on two
long-pendjng 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 ofparamount interest to Congress in enacting Section 276 ofthe
Telecommunication Act of 1996. As you know, I sponsored this section ofthe Act and, by its
enactment, 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 of dial
around compensation and implementing the payphone line rate requirements as J>rcscribed 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 around
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:a~~
Member ofCongress

JB:sw
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The Honorable William E. Kennard
Chairman
Federal Communications Commission
445 12Ul Street, S.W
W~hington, .D.C. 20554

Dear Chairman Kennard'

1am wriTina- to inquire about an issue involving proper compensation foc payphone St:rVicc
pro"iders (PSPs). Although the home telephone pc:n~tration rate is well over 90 percent in the U S.
and the use ofwirc1ess telephones is at an all time high. payphones remain an important lifeline for
many ofoW' nation"s poor and minoritY fllmjJie" who can not afford such services Section 276 aCthe
Tel~mmunicarions Al:J of 1996 provides for the "the widespread deployment ofpa.yphone services
to the benefit ofme genercU public ." To The extent that this is not occllIling because ofthe FCC' 9
failure to r~lve a regulatory maner, the Commission should acr promptly and resolve it

I have been comacred by constituents who are MichigJD PSPs about problems they are
experiencing coUecting full compensation far ~dial around" calls. Section 276(bXl)(A) requit~ that
PSPs be fairly compensated for "each and every" call placed from a pay plume Howe\ler, I ha\le been
told that PSPs often do not receive compensaTion from ....dial around" calls because it is often unclear
which eatriers are responsible far paying compensation. I understand that a petition to address. this
issue has been pending ~ the Commission since June 1m and would appteC1a!e a repon on its status.

John D. Dingell
Member ofCongress

pf
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Mr. William Kennard
Chainnan
Federal Communication Conunisaion
44! 12th St., SW
Washington, DC, Califorma 20554

Dear Mr. KeMard: i
I

t all\ respectfully writing to urge the Federal Communications Commisslqn to talee l1elion on
two imponant maUers: (I) camer responsibility for payment ofdial-around, conipensililon where a
resale carrier as welt as an underlying carrier is involved in handling a dial..arou1td call made from
a pay phone and (2) pay phone line tate requirements. !

: I
As you know, in enacting Section 276 of the ComnllUlications ~t, ~ amended by the

Telecommunications Act of 1996, Congress recogniled the reality that paypho~ ate an integral
part ofour country'. telecom infrastructure. For example. pay phone. provide IIn~nvalu&bIC service
in emerlcncy situahorlJ, and in low~incolnc and roral areas where wireleu s!m'l cs are limited a.nd
costly. Therefore. assuring the payment of dial around compensation and imp ementing the pay
phone line rate requirements are critical to f:t'l8uring the continued availability of t is eriticailerVice.

With over 1,200 providers. current niles make it difficult for smallp~ tclLhoM companiea
to collect the dial-around compensation that i. owed to them. Pay phone UPC~IS are not being
compensated for an estimated onc-third of all di.l·a.round calls, particularly. more than one
carrier is invl)lved on long distance cOMections. I

Furthennore. independent pay phone providers in many states, munobt.;n pay phone line
stn"llices Ilt excessive rates from incumbent local phone companies whitt C~petinB with the
incumbents' own pay phone operations. (believe if these matters caMol be re lved, a areat deal
o(pay telephone set'Vice will be 10lt to resident. ofCalifomia and aerOIl the nat On.

I

AA 1undentand it, an industry proposal to remedy the CllITent situati~n is ipending with the
FCC. ACC?rdingly. I enCOur&ae y~u to cm~ure that the issue of carner re8ponslbili~ (or dial-around
eompensatlon and ~e pay phone Itn. raU luue be resolved immediately. (woul~ be mo.t Jl'lIteful
I f you would provIde an update on theae matters, ~d the time frames in whiCh action can be
expected, . :



LGC:jl

Thank you in advance your auention to these important matters.

Sincerely,

~~(]"t'~
~SCAPPS

Membe.r of Co.cress



THE HONORWLE JAMES A. BARCIA
OF MICHIGAN
THE HOUSE OF REPRESENTATIVES

\Vednesday, October 25,2000

1\'Ir. 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. \Ve have all
had experiences using pay telephones when we are away from home. Even in these days of
wireless telephones, pay telephones 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 owned 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. \Vith 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. While 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
Cbainnan
Federal Communications Com.'1lission
445 12'h Street, SW
Washington, DC 20554

([ongresl of tbe Itniteb 6tates
JJOUSt of Ibprt,rntattbet

.a_btngton, mll: 20515

October 27, 2000
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Dear ChaUman Kennard: 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 ccnrtpensated
for "dial &roWldu caUs (such as 800 numbers, calling cards, and access codes) ~hich
~ass the payphenes!-tfadih9Ral ,9iR~ent meli:l:Jlmism, We are GisapjOGimJed that
the Commission has not yet fully carried out this congressional mandate--despiCe the fact
that two years ago the Commission received a fonnal request from payphone ot:lerators
asking that such a proceeding be initiated. 1 .

As a result ofthe Commission's inaction, it is our understanding that paypbJme
operators continue to experience great difficulty and long delays trying to cou;J"i- .
compensation for "dial around" calls, particularly when more than one carrier is involved
on long-distance connections. An estimated 35% ofsuch calls go completely I

uncompemated, according to estiJna.tes provided to us by California's payph~n4
operators. As a result, many small and independent payphone operators are under serious
economic duress. I.

vie urie the Commission to take expeditious action to implement rules to4ure 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

expected. I

I

Sincerely,

CLG-
Chr;stophe~ Cox, M.e.
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~
Robert T. Matsui, M.e.

4m,4)oeotf

'D~Q:)~
Dana Rohrabacher, M.e.



Duncan Hunter,

INC~
lois Capps. M.e.

c

w.~

Tom~7 !

M.C.


