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Before the
Federal Communications Commission

Washington, D.C. 20554

Rates for Interstate Inmate Calling Services WC Docket No. 12-375

DECLARATION OF CURTIS L. HOPFINGER

Curtis L. Hopfinger deposes and states:

1. I am the Director – Regulatory and Government Affairs for Securus

Technologies, Inc. (“Securus”), and my business address is 14651 Dallas Parkway, Sixth Floor,

Dallas, TX 75254. I have personal knowledge of the matters stated herein and am competent to

testify as to the same.

2. The purpose of this declaration is to provide the Commission with facts and data

regarding Securus’s service and its experience in the inmate telecommunications service market.

SECURUS’S EXPERIENCE WITH COMPETITIVE BIDDING

3. Securus presently holds contracts with approximately 1,800 correctional

authorities covering roughly 2,200 facility locations in 45 states around the country. Securus

serves city, county, and state facilities. With regard to the contracting process, although I am not

responsible for compiling and submitting bids in response to Requests for Proposals (“RFPs”), I

do assist in the responses and am aware generally of the bidding process.

4. For the state contracts Securus has bid, generally there are four to five total

bidders. For county and city contracts, the larger-volume facilities generally receive five to

seven bids. For small county and city contracts, usually five to seven companies submit bids.
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5. In the last three years, more than seven Securus bid awards have been protested

by a competitor. One instance is the New Mexico Department of Corrections (“NMDOC”)

contract in 2009. Securus was awarded the contract in early 2009. A competitor protested that

bid award on the ground that its rate was lower than Securus’s by a few cents. In response, the

NMDOC nullified the bid award and issued another RFP in 2010.

SECURUS’S ROLE IN PROVIDING CALLING SERVICES TO SPEECH-IMPAIRED
AND HEARING-IMPAIRED PERSONS

6. Securus furnishes and maintains the TeleTypewriter (“TTY”) devices that enable

speech or hearing impaired inmates and/or persons an inmate may call, to place or receive inmate

telephone calls. I can explain the role that Securus plays in facilitating these calls.

7. There are three types of TTY calls that can be placed from correctional facilities:

Voice to TTY; TTY to Voice; and TTY to TTY. Each type of TTY call has a slightly different

call path. Attached hereto are graphical depictions of each type of call, and I attest that they are

true and accurate to the best of my knowledge. Attachments 1, 2, and 3.

8. The most common type of TTY call is TTY to Voice, where a speech or hearing

impaired inmate is calling out to a person without a speech or hearing impairment. Att. 1. For

that call, a TTY console is made available to the inmate. When an inmate initiates a TTY to

Voice call, he or she dials a 1-800 number, or the three digit abbreviated code, to the

Telecommunications Relay Service (“TRS”) entity that serves the resident state. The call from

the correctional facility to the TRS is connected and carried by Securus completely free of

charge — neither the inmate, nor the correctional facility, nor the called party pays for the call

from the correctional facility to the TRS operator. For inmate calls to TRS, Securus does include

the appropriate Operator Line Identification (OLI) code to notify the TRS operator the call is

from a correctional institution.
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9. In my understanding, most states award one exclusive contract to one TRS

provider for a term of years, and that provider handles all TTY calls originated in that state. The

TRS provider typically is regulated by the resident state utility commission.

10. When the inmate is connected to the resident TRS entity, Securus is finished with

that call. From there, the TRS entity initiates a call to the called party via an interexchange

carrier (“IXC”) that holds the contract with the TRS entity. For that call, the receiving party may

be charged the IXC carrier’s tariffed rate for a collect call. Securus is not the carrier for these

calls and does not rate, bill, collect, or receive revenue from them. These are collect calls.

Because Securus completes the call to the TRS operator at no charge and does not carry, nor

have any control over, the call initiated by the TRS operator to the end user, Securus debit or

prepaid accounts cannot be used.

11. Attached are pages from several AT&T price lists and tariffs which show the rates

that may apply to collect calls placed by the TRS operator to an end-user. Attachment 4. The

interstate rate table shows that a Service Charge of $5.99 plus a Usage Rate of $1.49 per minute

is charged for interstate calls. At those rates, a TTY to Voice call from the TRS to the end user

is $20.89 for a 10-minute call.

12. The second type of TTY call is TTY to TTY. Att. 2. Securus does handle these

calls and, based on the requirements dictated by the correctional institution, the rates that apply

are the same Securus rates applied to non-TTY calls from that facility. In some instances, the

correctional facility requires that these calls be connected and carried free of charge.

Additionally, if requested by the correctional facility, the permitted call length times may be

adjusted to a longer period for TTY calls. These calls are placed by the inmate dialing directly to

the called party, and no TRS entity is involved.
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13. The third and least common type of TTY call is Voice to TTY. Att. 3. The call

path is similar to the call path of TTY to Voice calls. The inmate dials a 1-800 number, or the

three digit abbreviated code, which may be a different number from that used for TTY to Voice

calls, and the call to the TRS operator is provided completely free of charge. Securus delivers

the call to the resident TRS entity, and the TRS entity initiates the call to the called party via the

IXC. That call, again, is normally a collect call.

INCREASED COSTS OF REGULATORY COMPLIANCE AND SERVICE

14. Due to new or strengthened regulations in the telecommunications industry,

Securus has experienced an increased cost of regulatory compliance. In large part, these

increased costs are the results of how other carriers have handled the new rules.

15. First, our costs of billing and collection have increased due to “cramming” rules.

Local exchange carriers (“LECs”) are particularly concerned about the Commission’s heightened

sensitivity to consumer allegations of unauthorized charges on monthly telephone bills. In a

collect call scenario, Securus still relies on LECs to include inmate call charges on (or “ride on”)

the called party’s local phone bill. For these arrangements, Securus must sign billing and

collection (“B&C”) contracts with the LECs.

16. The terms of these contracts have become more expensive as federal and state

cramming rules have become more strict. Rates for riding on a LEC bill have increased

substantially. In addition, and what has really made B&C arrangements prohibitive, LECs have

started demanding penalties from Securus if a consumer simply alleges that an inmate call

charge is unauthorized. The penalty can be $100 or more per allegation.

17. It is very common for bill payers to dispute an inmate collect call charge on their

phone bill. This has been true for years. The bill payer may not be the person who answered or
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accepted the inmate calls, and the bill payer may not realize that someone in the household has

accepted an inmate call. Their first reaction is to dispute the charge with their LEC. In virtually

every case, an investigation into the charge reveals that the inmate collect call was duly accepted,

a conversation took place, and the collect call charges were fully authorized. But the LEC

typically has already reversed the disputed charge back to Securus and imposed the penalty that

must be paid. The previously disputed, but now explained charge is never put back on the

consumer’s LEC bill. In many cases, the LEC lists the disputed call as a “cramming” incident

with the state regulatory agency. This can occur even after Securus has demonstrated that the

charge was authorized and there is no dispute. The purported “cramming” incident requires

Securus to spend considerable time and resources to address the false allegations with the

agency. These increased charges and expenses have significantly raised Securus’s costs.

18. In addition, where Securus does not have or cannot offer a LEC billing

arrangement, it will be forced to create a prepaid account or direct billing relationship with a

consumer. Ten years ago, these billing methods were unheard of. Now Securus devotes

considerable resources to establishing these prepaid accounts and direct billing relationships.

19. Another area in which Securus’s costs have gone up is software development.

Because of the unique nature of inmate telephone services, in 2012 alone Securus spent over

$4.5 million on the development of safety, security, and investigative software for its inmate

telephone systems. For example, Securus is required by the Alaska DOC to block inmate calls to

all cellular phones, and the Florida DOC and Texas Department of Criminal Justice require

Securus to block calls to pre-paid or “burner” cellular phones (these phones are not registered to

an end user or physical address). These restrictions require special system programming.

Securus continually updates its existing software to address new threats of fraud and to stay one
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step ahead of criminal activity that would attempt to circumvent the systems security features.

Further, the correctional facilities Securus serves have come to expect new investigative tools,

new ways to be alerted to possible illegal activity, and more convenient ways to access inmate

calling information from their facilities.

SITE COMMISSIONS

20. Site commissions are required in the overwhelming majority of contracts that

Securus presently holds. The exceptions are Securus contracts with correctional facilities located

in New Mexico, where commissions are prohibited by statute. In New York, the former

Governor issued an executive order prohibiting site commissions for the NY Department of

Corrections. However, City and County correctional facilities located in New York are not

prohibited from receiving site commissions. In addition, a small number of correctional facilities

who have contracted with Securus, such as the Missouri Department of Corrections, have made

the choice not to receive a site commission.

21. Site commissions can take the form of a percentage of gross revenue, a signing

bonus, a monthly fixed amount, or a yearly fixed amount. Some correctional facilities that

receive percentage based commissions may also require a “Minimum Annual Guarantee”

(“MAG”). That is, Securus must contractually guarantee the facility will annually receive at

least this MAG amount regardless of the amount of revenue brought in. All forms of site

commissions are written terms of the service contracts.

DEBIT AND PREPAID ACCOUNTS

22. Securus has several options for both inmates and called parties to use prepaid

calling.
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23. Some facilities allow Securus to provide prepaid calling cards — actual physical

cards — worth a definite amount of money, such as $10.00, to be used to make telephone calls

over the Securus inmate phone system. These calls are handled and carried by Securus, and the

prevailing Securus rates at that facility will be decremented from the card on a minute-of-use

basis. These prepaid cards often are sold at the facility’s commissary, just like toiletries and

magazines. Securus sells the cards to the facility, and the facility then sells the cards and retains

that revenue.

24. The majority of prepaid calling is done with established prepaid accounts. Where

permitted, inmates can establish a Securus prepaid account, which enables direct-dial calls,

which are controlled by the inmate’s Personal Identification Number. The other option is for the

called party to establish a prepaid account with Securus to pay for inmate collect calls.

25. Not all correctional authorities want inmate prepaid calling options. Facilities are

particularly concerned about allowing physical calling cards into the prison environment because

they can be used by whoever holds them — an inmate could be attacked or robbed for the card.

The great majority of the facilities Securus serves do allow prepaid accounts held either by the

inmate, called parties, or both. Prepaid accounts can be replenished by check, credit card, on-

line banking, and money order. Securus has created an automated system to enable account

holders, as well as friends and family members, to deposit funds into a prepaid account via a toll-

free call and via the Securus website. Such funding can also be accomplished by talking to a live

Securus representative. They are available twenty-four hours a day, seven days a week, 365 day

a year.

MANDATORY FREE CALLS WOULD BE VERY DIFFICULT TO IMPLEMENT

26. Providing free calls to incarcerated persons, particularly post-sentencing, can be
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very difficult from an operations perspective. It would be especially difficult to implement the

Petitioners’ request, as I understand it, in which each inmate would be allotted a certain amount

of free interstate calls every month.

27. Under this proposal, free calls would be valid to any approved number, and

“owned” by the inmate. It would require a completely new billing application. Securus first

would need to track each inmate’s interstate calls, culled out from the in-state calls. Then

Securus would have to calculate somehow what the charges should be, and keep a running total.

Then Securus would have to configure the system to turn on the billing mechanism once the

inmate’s interstate calls reach the allotted amount. Securus would have to do this operation for

every inmate, every month. Creating that kind of system would be next to impossible.

28. A free-calling mechanism would be only slightly more possible if minutes were

tracked instead of dollar amounts. That requirement still would demand a new application that

tracks only the interstate calling minutes for each inmate, and would re-start at the first of every

month.

29. In addition, the huge cost of trying to develop a mandatory free-call system, over

and above the lost revenue from the free interstate calls themselves, would be highly prohibitive

for Securus.

THE IMPORTANCE OF PERMITTING PER-CALL CHARGES

30. I am aware that Petitioners’ proposal would bar inmate telephone service

providers from using a per-call charge in addition to the $0.25/$0.20 per-minute charge. Mr.

Siwek’s report will show from an economic and financial perspective why that proposal is

unworkable. I would like to explain, from an operational perspective, the importance of per-call

charges.
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31. First, only approximately 4 of every 10 inmate call attempts results in an

accepted, completed telephone call. Even if a call is prepaid, it is still required in the inmate

phone industry that all inmate calls are positively accepted by the called party (by pressing the

appropriate digit on the keypad). And unlike phone companies serving the general public,

Securus can charge consumers only for accepted, completed telephone calls. But Securus’s

facilities are used for every call attempt.

32. Each inmate call attempt must pass through the validation process, requiring

Securus to query not only the industry databases like the Line Information Database, but also its

proprietary security system that houses the terminating phone numbers that can and cannot be

called. Securus must also query whether the terminating phone number is one for which some

kind of billing arrangement — LEC billing, direct collect call billing, or prepaid account — has

been established. All of these hardware and software resources cost money, and Securus can

recovery those costs only on accepted, completed calls. For this reason, allowing Securus to

charge only $0.25 or $0.20 for each minute of conversation will not recover Securus’s costs.

33. As I understand it, Petitioners’ proposal assumes that every inmate call lasts 15 or

20 minutes. By their math, the carrier is guaranteed $4.00 (debit) or $5.00 (collect) for an

interstate call. But inmate calls do not last 20 minutes, or even 15 minutes. Mr. Siwek’s report

shows that interstate, inmate-initiated calls last, on average, 7 to 13 minutes. That would pay

Securus only $1.40 to $2.60 per call which is not nearly enough to cover costs.

34. I am aware that some parties have argued that per-call charges result in consumers

being victimized by so-called “dropped calls”. First, as Director of Regulatory and Government

Affairs I have first-hand knowledge that inmate calls are not “dropped” without cause. Inmate

calls are disconnected if the system detects that the inmate or the called party is attempting to
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