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Dear Ms. Dortch,

Consumers Union, the public policy and advocacy division of Consumer Reports®, submits this
written ex parte to provide further evidence that the Commission must address unauthorized charges on
wireless phones. Unauthorized charges on a consumer’s telephone bill by third parties, otherwise known
as “cramming,” has been a problem since the 1990s. In 1998 the FCC responded by working with the
telephone industry to create a set of voluntary standards to prevent cramming. Additionally, the FCC
adopted Truth-in-Billing requirements in 1999 which “required telephone bills to contain “full and non-
misleading descriptions’ of third-party products and services and a clear indication of the third-party
company responsible for each charge.”* Despite these actions to address the problem, cramming has
continued throughout the years.

The Senate Committee on Commerce, Science, and Transportation’s investigation into cramming
uncovered that despite the Commission’s truth-in-billing requirements, “thousands of consumers still
regularly complain to the Federal Trade Commission and the FCC about cramming, while state and
federal authorities continue to bring law enforcement actions against individuals and companies for
cramming. These cases have shown that consumers continue to be scammed out of millions of dollars
through cramming.”

However, not only are consumers being cheated on their landline telephone bills, evidence
suggests that wireless cramming is also a problem. For example, 16% of the cramming complaints
received by the FCC have come from wireless consumers.® The Federal Trade Commission (FTC), who
also handles cramming complaints, received about 10% of its cramming complaints from wireless
consumers.* State agencies that assert jurisdiction over wireless service contracts have also noted the
impact of cramming on wireless consumers. Between 2009 and 2010, the California Public Utilities
Commission received 5% of its cramming complaints from wireless consumers.® From 2006 to 2011, the
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Florida Attorney General’s Office received 24% of its cramming complaints from wireless consumers.®
Finally, from 2005 to 2011 the Vermont Attorney General’s Office received 16% of its cramming
complaints from wireless consumers.’

These numbers indicate that real people are being affected by cramming, and the FCC should
support a zero-tolerance policy. In fact, some states have been vigilant in their fight against wireless
cramming. Between 2006 and 2011, the Florida Attorney General received 174 complaints of wireless
cramming.® Based on those complaints, an investigation by the Florida Attorney General found that
thousands of Floridians had been the victims of cramming.® The investigation resulted in settlements
between the Florida Attorney General and wireless carriers and third party billers worth millions of
dollars in restitution to consumers.’® Moreover, there is currently an ongoing dispute in Texas arising out
of thousands of consumers being impacted by cramming. The Texas Attorney General has filed a lawsuit
claiming that the defendants’ text message cramming scheme has led to “millions of dollars in
unauthorized mobile phone charges,” impacting thousands of Texans.**

In addition to the shear number of cramming incidents that occur throughout the United States,
there is significant anecdotal evidence about people’s experiences with cramming, demonstrating the
issue’s national scope, affecting many walks of life:

e Monique Eigenbauer, a 21-year-old attending the University of Central Florida, was
charged nearly $60 on her cell phone during five months for “long life love tips,” a service
she never requested or authorized. After contacting AT&T, who credited her account for
the amount, the third-party vendor resumed charging her a month later for an additional
four months. “AT&T took care of everything, but it was a hassle,” she said. “My problem
is not specifically with the carrier, but with the practice. How many people are being
defrauded by these third-party companies and not even know about it?"*?

e Janie Smoter of Bonney Lake, Washington immediately starting receiving text messages
after she went to a coupon website that required her and cell phone number. The texts were
varied ranging from daily horoscopes to love lines. Smoter declined every single offer of
service from the texts. Nevertheless, when she checked her wireless bill she found a
“premium text message” charge of $9.95 for that day. “It’s infuriating,” Smoter said. “I
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spent hours trying to get this resolved. And | was lucky because | caught it right away. |
was reading stories of people online and some of them had hundreds of dollars on their
bills from this company and they weren’t able to get any resolution.”**

Senator Tom Udall of New Mexico described how one of his constituents from Santa Fe
contacted him after finding $170 in fraudulent, unauthorized premium text message
charges on his wireless bill for a trivia game he did not want and did not sign up to receive.
The founders of the company billing the constituent had previously been involved in a
class action lawsuit for a separate landline cramming scam. After receiving a refund, the
constituent told the Senator, “My main goal [is] to get this practice stopped. It was nice to
get the money back, but the bigger deal by far is to put these scams out of business.”

A resident of Port St. Lucie, Florida found an unauthorized charge from Voicemail
Solutions for $13.97 on her AT&T phone bill. After getting no results from AT&T, she
called the third party billing company, Enhanced Services Billing, Inc., who said that her
husband had ordered the services over the Internet on a given date. She responded that it
was impossible; her husband had died three months before the date.*®

The complaints received by the federal and state agencies and anecdotal evidence clearly justify
equal applications of cramming protections to wireless consumers. Through its expertise and experience
with the issue of cramming and how cramming has developed in the landline industry, the FCC may use

its predictive j

udgment to impose cramming rules on wireless carriers.’® It is imperative the FCC get

ahead of the increasing number of cramming incidents on wireless devices and protect users of wireless

devices before

they are victims of fraudulent charges. Thus, we urge the FCC to take action to protect

wireless users from the same predatory practices that have plagued landline users for years.

Sincerely,

(o s

Parul P. Desai
Policy Counsel
Consumers Un
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1101 17" Street NW

Suite 500
Washington, D
202.462.6262
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