
UT0-15 814
T-00000D-04-0582 & RT-00000J-02-0(

BEFORE THE ARI ZONE CORPGRATI
ll;l;n;nqll;m8ml;q,nl;l»nl

DOCKET NO. :
T-00000D-04-0582

IN THE MATTER OF THE INVESTIGATION
INTO THE BILLING PRACTICES OF
TELECOMMUNICATION PROVIDERS IN
ARIZONA.
IN THE MATTER OF DISSEMINATION OF
INDIVIDUAL CUSTOMER PROPRIETARY
NETWORK INFORMATION BY
TELECOMMUNICATIONS CARRIERS.

)
)
)
)
)
)
I
) PUBLIC COMMENT
) SPECIAL OPEN MEETING

DOCKET NO I O
RT-00000J-02-0 0 66

Green Valley, Arizona

March 17, 2005

At :

Date :

MAR 31 2005

REPORTER' S TRANSCRIPT OF PROCEEDINGS

ARIZONA REPORTING SERVICE, INC|
QQurL RepQrLing

Suite Three
2627 Nor Rh Third Street

Phoenix, Arizona 85004-1126

By
Prepared for

COLETTE E. ROSS
Car tiffed Coir t
Car tificate No.

Repot tier
50658

1

2

3

4

5

6

7

8

9

10

12

13

14

15

16

17

18

19

20

21

22

23

24

25

ACC

ORIGINAL

ARIZONA REPORTING SERVICE, INC

www.az-report1nq.com

(602) 274-9944

phoenix AZ



•



T-0000013-04-0582 & RT-00000J-02-0066 3/17/2005
2

1 B E I T REMEMBERED that the above-entitled and

2 numbered matter came on to be heard before the Arizona

3

4

Corporation Commission, at the Green Valley Library,

601 Nor Rh La Canada, Green Valley, Arizona, commencing at

5 10:01 a.m. on the 17th of March, 2005

6
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1 ACTING CHMN. SPITZER: This is the special open

2 meeting, March 17, of the Arizona Corporation Commission

3 Good morning. I am Marc Spitzer. The chairman of the

4 commission, Jeff Hatch-miller, is on Commission business

5 in Washington, D.C. But with me to my let t is

6 Commissioner mun dell, to my right Commissioner Kris Mayes

7 And we are very pleased to be here in Green Valley this

8 morning.

9 W e are going t o take u p two matters and we are

10 going to handle them separately The first is what we

11 call truth in billing. And it is an overall look at the

12 telephone companies' billing practices, wire line phones,

13 wireless phones, local calls, long distance calls. W e are

14 interested in hearing public comment on the billing

15 practices of telecommunications companies in the state of

16 Arizona We are very concerned that the customers are not

17 getting a f air deal because the charges are not being

18 properly disclosed

19 Now, we understand there are an awful lot ~of

20 taxes And many of those are beyond, most of those are

21 beyond the power of this Commission. In f act some are1

22 federally imposed going back to the Spanish~American War.

23 But a lot of people don't understand why their phone bill,

24 which is set by the Commission for basic wire line

25 service, $13.18, ends up being $25.
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Now, you have got the taxes and other fees that

2 government mandates But the problem that Commissioner

3 Mun dell star Ted work on and now we have joined is the

4 subset of charges that are called regulatory fees or other

5 charges that are simply additions to the companies' bottom

6 lines, without any governmental oversight, without the

7 approval of government.

8 These are not taxes levied by government. They

9 are additional charges proposed by the carriers And it

10 simply adds to their profit. And it is very frustrating

They think they have signed a deal for $5 a

12 month or 5 cents a minute, and these charges add up a

13 substantial amount to those bills. It is very inf air, it

14 is misleading and in some cases rise to the level, in my

15 judgment, of fraud.

16 So the purpose of item 1 today, truth in billing,

17 is to deal with the billing practices of

18 telecommunications practices.

--I--;;-p-w_-i_1;_3z_i_t_a__m;z__ n_d_QQ4m;_s s i Qe-r-Fri Mun dell

20 his opening comments

21 COM. MUNDELL: Thank you, Commissioner Spitzer.

22 For those of you that don't know what the Arizona

23 Corporation Commission is, it is a very unique entity in

24 the state of Arizona The Commission is in the state

25 constitution We are one of only seven states where the

ARIZONA REPORTING SERVICE, INC.
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C o r p o r a t i o n  C o m m i s s i o n  i s  c o n s t i t u t i o n a l l y  e n a c t e d  a s

2 opposed to being passed by a statute by the legislature.

3 And we are one of only 13 states where the Commissioners

4 are elected by the people of  the state

5 We run statewide just l ike  the governor or the

6 Attorney General. And the people of Arizona decide who

7 are the Commissioners. I n other states, and I know a lot

8 of people moved here from other states, I am originally

9 from Illinois, in other states, in California the

10 commission i s ca l l e d the Pub l i c U t i l i t i e s Commission.

11 Some other states i t is called the Public Service

12 Commission. In Illinois, as I said where I am originally

13 from, it is the Commerce Commission. And we regulate

14 the major utilities in the state of Arizona, monopolies.

15 And our founding, the framers of our state

16 c o n s t i t u t i o n  i n  1 9 1 0 ,  1 9 1 1  w h e n  t h e y  w e r e  d e b a t i n g  t h e

17 s t a t e  c o n s t i t u t i o n ,  w e r e  c o n c e r n e d  a t  t h a t  t i m e  a b o u t  t h e

18 power of monopolies And those monopolies back then were

19 t_b§__.r_a_i_l_J;Q_eLds al d T,I1i ; i l ;Q1rLparL;Le.s,_ _Lt i s __j_us_t__s_oJ;t__o_f

20 i r o n i c ,  c o n s i d e r i n g  t h e  c o s t  o f  p r i c e  o f  g a s o l i n e ,  w h i c h

21 we have no regulation over Let me make that clear, we

22 have no regulation over the price of gasoline for your

23 vehicles .

24 That is the historical perspective of the

25 Commission And during the territorial days, the

ARIZONA REPORTING SERVICE, INC
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1 Corporation Commission was called the Railroad Commission.

2 Having said that, the reason we are here today is

3 that we are a statewide o f f i ce And we believe that it is

4 imper tent to get out of Phoenix, where our offices are,

5 and go around through the state of Arizona to communities

6 l ike Green Val ley that are impacted by our decis ions. We

7 don' t  just  s it  in our  of f ices in Phoenix and l isten to the

8 lawyers and lobbyists  f rom the ut i l i t ies,  but we get out

9 of our of f ices and learn things. And that's what we hope

10 to do today.

11 Specif ical ly we are concerned about the charges

12 that are being added to telephone bills,  both for

13 cel lphones and for wired telephone service and the charges

14 that are being added that are used to generate revenue

15 And their names are being just made up by some of the

16 phone companies just making up names for these charges and

17 implying that they are mandating by some level of

18 government, whether it is the federal government, federal

19 t a xe s , the f e deral_ qovernmeQ_t , s t a t e 3ov§_rnme_DL, Q<;Lu1i:_y_

20 government, o r  t h e FCC, wh i ch  i s  ou r  c oun te r pa r t  t i n

21 Washington, Federal Communications Commission, or the

22 Arizona Corporation Commission And in a lot of

23 instances, as I said, they are just made up names to

24 generate additional revenue

25 Now, we all believe in competition. But w e

ARIZONA REPORTING SERVICE, INC
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1 believe as Teddy Roosevelt said, an honest competition.

2 We want the  companies t o  t e l l  p e o p l e t h i s i s  w ha t i t i s

3 g o i n g  t o  c o s t t o  have your  t e l e phone s e r v i c e , 29.95

4 let's just use that as an example, I just made that figure

5 up --.. and  the n  whe n  you  ge t  your f i r s t  b i l l , i t i s $50 |

6 We want people to know the bottom line when they walk in

7 to make a purchase, and don't mislead the public. W e want

8 t o  b e , y o u  a l l , and myse l f f o r  t h a t  m a t t e r , we  ge t  phone

9 b i l l s and  have  ce l l phone s , we want an  hone s t  e xp l ana t i on

10 so consumers can  make  an  i n f o r me d  de c i s i on .

That ' 5 why  we  a r e  he r e  t oday , t o l i s t e n  t o  y o u r

12 concerns and any issues you have. And hopefully we can

13 answer some of your questions.

14 Thank you, Commissioner S p i t z e r

15 ACTING CHIVIN l SPITZER I Thank you Now recognize

16 my friend Commissioner Kris Mayes.

17 COM. MAYES 2 Thank you, Mr. Chairman.

18 whoops Sor r y . Mess with your name there.

19 I t i s a  g r e a t j o y  t o  b e _h_ere. As Commissioner

20 Mun dell sa id or a l luded to, being able to get out of

21 Phoenix is tkxe best par t of our job, especial ly for me r

22 since I am from Prescott, Arizona and I enjoy getting

23 around the state.

24 I know  t ha t  t he r e  a r e a number  o f  people  who are

25 here because this issue of  the r ise of  these surcharges

ARIZONA REPORTING SERVICE, INC.
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1 and fees first came to your attention when you got a

2 notice in the mail from Qwest Corporation that they were

3 And I star Ted getting a

4

adding a $2.99 fee to your bills

lot of e-mails and phone calls about that issue as well

I can't at this point talk too much about that

6 par titular issue because it is now in front of us

7 Staff has brought an order to show cause to the Commission

8 about that issue and we will be addressing it in the

9 future But I know that has been a ser t o f tremendous

10

11

12

concern for a lot of people who felt like they were not

put on notice that they were going to be charged a $2.99

fee by their long distance provider

13 And I will say that it now appears that that

14 in f act

15

16

17

company may not be the only one doing this

the other day went to my mailbox and opened it up, and I

had a little postcard from my long distance carrier

announcing that they were raising their regulatory

assessment fee from $1.25 to $1.75 And the regulatory

19 assessment f e e was the ill~Q~ p rt n ;,__whiLe*  31041 r eacL__ti1e__fj_r11_

20 print, it was for the comparly's it was to enable the

21 company to deal with regulatory bodies like this one and

22 to pay their proper Ty taxes

23 That fee, a s f Ar a s I know, has never been

24 approved by the Corporation Commission has never been a

25 par t of that long distance <:arrier's rates And car mainly

ARIZONA REPORTING SERVICE. INC
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1 t h e  i n c r e a s e  i n  t h e  f e e  w a s  n e v e r  a p p r o v e d  b y  t h e

2 Corporation Commission And I think the concern that the

3 C o m m i s s i o ne r s  ha v e  w i t h  t he s e  a d d e d  c ha r g e s  i s  t w o f o l d .

4 One, they are misleading and deceptive No regulatory

5 body has approved these charges . And, two, they are

6 simply a method by which these companies are raising

7 revenues » They are cash cows for the companies, and they

8 are a way to get around the normal rate making process.

9 Normally a company has to come into the

10 Corporation Commission and ask for a rate increase. And

then,  during  the whole process ,  people l ike you get  to

12 come in and voice your opinion When they add these

13 charges to your bil ls  without going through the normal

14 tar i f f  process , there is no opp or munity for you to have

15 input . And I  think that is  the real source of concern.

16 I  w i l l add that ear l i er , I think it was this

17 week, maybe last week, the FCC decided to wade into this

18 i s s u e And I am concerned about that I think i t is a

19 9 o od t h i no_ 1; h_a _t_ th e FC C _w4;§d _;Q_4Q;f§-§Ls--_tb .e i 9 §_ 11e-0 f

20 d e c e p t i v e  b i l l i n g  p r a c t i c e s . My concern is that they have

21 e s s e n t i a l l y  p r e e m p t e d  t h e  s t a t e s . S o  w e  a r e  g o i ng  t o  ha v e

22 to go back to our attorneys and ask them whether or not we

23 actual ly  have authority  at  this  s tage to  do anything about

24 these companies that are adding these fees and surcharges.

25 I car mainly hope so *

ARIZONA REPORTING SERVICE, INC
www.az-reportinq.com

(602) 274-9944
Phoenix, AZ



T-00000D-04-0582 & RT-00000J-02-0066 3/17/2005
10

1 I think the states are where the action is. I

2 think we, you know, we hear these complaints and these

3 concerns from you and we are the proper, I think, place r

4 the proper entity to address these issues

5 You know, as it stands now, we are looking at a

6 situation where the FCC may have to be the place where you

7 go with your concerns, 50 states all going to the FCC.

8 And I don't think that makes sense

9 So, anyway, we are very much looking forward to

10 hearing your comments and listening to you today. Thank

you.

12 ACTING CHMN. SPITZER: Thank you. And, Adam, we

13 have slips outside, speaker slips.

14 MR l KENNY 4 I have got them right here

15 ACTING CHMN. SPITZER: Okay We will take the

16 slips and then we will enter into the public comment

17 phase And we will just take the slips in order and go

18 through these issues

19 And I thin_k, as was pointed out, there

20 confusion, in f act quite a bit of confusion, because we

21 have the federal government that has car rain regulatory

22 powers and authority and then the state Corporation

23 Commission which has car rain regulatory authorities, and

24 the traditional line of demarcation has been local

25 exchange service. For most folks it can be, it is Qwest

ARIZONA REPORTING SERVICE, INC.
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however, you can choose alternative local service You

2 can get it from Cox in Pima County in many locations .

3 There is a company called Vantage, that sells local AT&T

4 and MCI were selling "the neighborhood," was I think the

5 logo for MCI. They were selling local even though they

6 are a long distance company.

7 The long distance service is regulated by the

8 federal government. Local exchange service is regulated

9 by the state service Wireless, which Commissioner Mayes

10 was talking about, and we now have more minutes of use in

11 the state of Arizona, wireless than wire line, so wireless

12 is increasing, that is regulated largely by the federal

13 government

14 It is our view, though, that misleading billing

15 is actionable by the Commission, that the Commission

16 should be able to pursue those. And later, of tar we get

17 to public comment, we will talk about the wireless bill in

18 the state legislature So we are going to need your help.

19 But we will, as we get public__§9mment, j_rpm time to tie

20 we may address terese very confusing federal, state

21 jurisdictions because a lot of people buy one phone

22 package that covers everything

23 And SO it is really confusing to customers what

24 we have authority over, what the federal government has

25 authority over. And this is a good, it could be a good

ARIZONA REPORTING SERVICE, INC
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1 education process for us to hear the issues that you are

2 concerned about and we can also imper t some knowledge

3 about the regulatory structure.

4 So we will star t with v. Davis. If you could

5 come forward, identify y yourself for the record, s i r . We

6 have a coir t repot tar here who is transcribing everything

7 that is said and put into the public record. So i f  you

8 could speak slowly for her.

9 MR. DAVIS: My name is Virgil Davis.

10 ACTING CHMN. SPITZER: Do you want this

microphone°

12 MR. DAVIS: Sure, you bet. My name is Virgil

13 Davis And I have, I guess, a question of confusion on my

14 par t

15 As I would understand it, in  this case the ACC's

16 ro le  wou ld  be  c r i t i ca l  i f  I  were  dea l i ng  w i th  a  s ing le

17 local phone company or a single wireless company. But my

18 percept ion i s  that ,  in  the  case o f  w i re less ,  I  have

19 multiple companies to choose from, and so I _<iQD't, I__dQ"'1-

20 perceive the ro le o f the ACC other than, i f  i t  we r e for an

21 issue of, we wi l l  cal l  i t, truth in label ing relative to

22 bi l l  presentat ion or something And the f act that the

23 cable companies are now offering local phone service also

24 means that I have more than a single choice for my local

25 wire line service.

ARIZONA REPORTING s18Rv1cE, INC.
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1 And so, again, I guess some clarification would

2 be beneficial to me as to why those companies then would

3 have to seek permission for their rate structure since

4 there is now competition, much like if I went to buy a

5 car I assume the prices that are set by the car

6 companies are regulated more by competition than a single

7 government organization. So it is kind of a comment

8 question

9 ACTING CHMN. SPITZERZ Commissioner Mun dell will

10 answer that

COM. MUNDELLI That was a great question and

12 gives us a chance to clarify y our authority and our

13 position •

14 For wireless providers you are entirely correct.

15 And as I said in my opening remarks, I said we believe in

16 competition, but we want honest competition.

17 We are not talking about setting the rates for

18 wireless. We don't have that authority. We don't want

19 that authority re use th e is c_omelet_i_tion m g; ;here .

20 The same thing about length of for wireless

21 providers, service area, et cetera But we are really

22 talking about the truth in billing and being honest and up

23 front with customers when you go into a wireless provider

24 and say, hey, I want to sign up with you guys, how much is

25 it going to cost And my example, they tell you it is

ARIZONA REPORTING SERVICE, INC.
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1 going t o b e 29.95, then when you get your first bill i t i s

2 $50 W e think that i s the area that w e are concerned

3 about. And we are looking into that

4 And we also have what is called cramming and

5 slamming. Cramming occurs with wireless providers where

6 charges are added to your bill without your permission

7 Again, that is ser t of a consumer fraud issue that we want

8 to look at.

9 But to be clear, we are not talking about setting

10 rates for wireless providers. We don't have the authority

11 and we don't want that authority. We are not talking

12 about the length of contract you sign. We are not talking

13 about service area, how many minutes you get and where

14 your telephone service, where your wireless provides

15 service. But we do think, when you go in and you are told

16 you are going to have a service area of a car rain area for

17 your wireless and they show you the map, that's where you

18 ought to have the service, and you ought to have good

19 service in th at area. _Ar1 c1_ we bglieye that that's what

20 should be on the front end

21 So I hope I have answered your question, and if

22 one of the other Commissioners wants to elaborate any

23 more, but we agree, there is competition in the wireless

24 And that is different than when you only have a

25 choice of one provider with a wired line. And we do set

ARIZONA REPORTING SERVICE, INC.
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rates for wire service, to be clear about that, for Qwest.

2 And on your bill we set the $13.18 on your bill for wired

3 service »

4 ACTING CHMN. SPITZER: W e have a shamrock on this

5 speaker slip. Mary Sammie Sammie?

6 MS. SIIVIMIE: Sammie, please.

7 ACTING CHMN. SPITZER: Thank you.

8 MS. SIMIVIIEZ My name is Mary Sammie. Maybe this

9 is a bit premature. At tar you hear everybody and consider

10 some of the issues, what is the next step for you people?

11 COM. MAYES: That also is a terrific question A

12 couple of things are going on This is, I think, our last

13 meeting on this issue. We have held meetings all across

14 the state and I think this is our last one on the truth

15 and billing docket A couple different things could

16 happen I

17 Primarily, as a Commission, we could go back and

18 vote to initiate a Rulemaking process on truth in billing,

19 which is essentially how we govern these companies So we

20 could, and that is a lengthy process It takes, you know r

21 upwards six months to a year to go through a Rulemaking

22 process And those rules could, for instance, say, you

23 know, prohibit telephone companies from adding surcharges

24 and fees and calling them governmental assessment fees,

25 those kinds of things, to prohibit misleading and

ARIZONA REPORTING SERVICE, INC
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1 deceptive practices like that.

2 On the other hand, we have an ongoing case

3 involving the Qwest $2.99 fee itself. And our Staff has

4 presented the Commission with a request for an order to

5 show cause, which essentially this Commission would have

6 to vote on and then we would go forward from there. And

7 that order to show cause says Qwest would have to prove

8 why it didn't have a duty to come to the Corporation

9 Commission for permission to add the $2.99 fee to their

10 long distance program of tar they had told everybody that,

11

12

you know, there would be no monthly recurring charges.

And then I think, under that order to show cause,

13 the Staff also calls for the money to be paid back and a

14 few other things. But that hasn't happened yet. That i s

15

16

also ser t of prospective and I don't know how the

Commissioners would vote on that. We don't pre judge those

17 matters |

18 ACTING CI-IMN. SPITZER: Thank you And we are

19 We we_at a number Qr differ_e_1i1lz_

20

kind of a complex body.

hats and serve a lot of different functions

21

22 LLCs, in Tucson and in Phoenix.

We have an office that takes corporate filings,

We deal with securities

23 regulation, where we enforce violations of the Arizona

24 Securities Act. And we are acting as a law enforcement

25 Ody in the Rulemaking process The two items agenda ed
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for today we are promulgating rules under the Arizona

2 Administrative Code that are par t of the regulations that

3 govern business transactions

In an order to show cause we sit like judges

5 So we are exercising a judicial function And that's why

we don't comment on pending cases that are in front of us

7 because that would  be v io lat ive o f  the jud ic ia l  code of

8 conduct And we don't pre judge cases just as if you run

9 into a superior coir t judge ire Pima County, you are not

10

11 weeks from now

going to say how are you going to rule on the DUI case two

The judge will say show up in two weeks

12 and you will see how we vote if  he is that polite

13 That's the reason Commissioner Mayes was discussing the

14 order to show cause is a judicial proceeding

15 Today we have a cur t repot tar who is

16 transcribing your comments that wil l  be par t of our

17 Rulemaking process And when we vote on the rules

18 will take into account the comments that you have made

19 this morning s o t h a,L_ ;§ p a; ; o f _t_1i1@;_ J;o_cess,

20 Dorothy By ergo

MR. KENNY My name is Ar Thur Kenny

22 My  w i f e ' s  name  i s  Do ro thy

23 ACTING CHMN • SPITZER Can you

MR I KENNY A n d  h e r  n a m e  i s  o n  t h e  b i l l

ACTING CHMN | SPITZER
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1 MR. KENNY And our issue has nothing to do with

2 your two subjects but a third subject, which is service,

3 which was in the newspaper Ar title. And it is an issue of

4 nonperformance in that we lost our toll free number as a

5

6

result of wanting to save money by approaching Cox

Communications and paying $99 a month for all three

7 services, Tv, computer and telephone. They said we could

8 save using our same telephone numbers. Well, they lost

9 our tell free number

10 I am here today I presented you with papers :Lm

11 writing. I would like an answer in writing when, among

12 all the myriad issues that you have, within some period of

13 time, which you will have to tell me, as to what our legal

14 recourse is Thank you very much

15 COM. IVIUNDELL: Could I ask a question?

16 know, I haven't had a chance to read your documents, maybe

17 it is contained in your documents, sir.

18 MR • KENNY
19 COM. MUNDELL: 5 o yo LLha d a t QlLfLee__n_unnbaJ; J;;b_

20 Qwest?

21 MR l KENNY Yes, sir

22 COM U MUNDELL And then you switched to Cox?

23 MR. KENNY! Yes, sir.

24 COM I MUNDELL • And then, when you switched to

25 Cox
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1 MR. KENNY: They lost it. As a matter of f act,

2 there was all kinds of problems in addition t;o that, but

3 relative to service.

4 We have a f ax machine. And when people called

5 in, i f a call came in, there was a f ax hum o n every

6 incoming call So people hung up And the toll free

7 number quit working on January lath. W e had a whole

8 month, half a month that all of our clients coLlldn't

9 contact us

10 So Dorothy has got, spent a lot of money on

well, you read that thing when the, when the wind settles

12 down tomorrow or the next day. You will find everything

13 out .

14 COM. MUNDELL: Okay W e will look into that

15 MR. KENNY: Yes, sir.

16 COM • MUNDELL and get, we will get back with,

17 our office will get back to you.

18

19

This is a good example why it is imper tent for us

to get out of our offices in Phoenix, _as I said earlier

20 not just listen to the lobbyists and lawyers from the

21 companies that come in to see us ore a frequent basis. W e

22 get out of our offices in Phoenix and we hear these kinds

23 of problems that we never know about. So we will look

24 into it and investigate it and get back with you 5

25 MR. KENNY: I want this dumb question. How many
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1 weeks will i t take for a n answer?

2 ACTING CHMN. SPITZERZ Here i s what w e will do.

3 MR. KENNY: Yes, sir.

4 ACTING CHMN. SPITZER: We will forward this to

5 our consumer services dear tent who fields consumer

6 complaints

7 MR. KENNY: Yes, sir.

8 ACTING CHIVIN. SPITZER: And there is a gentleman

9 nattily dressed who is in our Tucson office in the back.

10 And you or anyone else who has a consumer issue today or

you can contact us by phone in Tucson

12 MR. KENNY: I have the f ax number i n Tucson

13 already 1

14 ACTING CHMN I SPITZER' o r over the internet in

15 Phoenix or Tucson. And there is an 800 number, the

16 internet if you have any complaint on phones or any

17 regulated utility, you may communicate with the

18 Corporation Commission. We will treat this as a consumer

complaint19

20 Our division will act on it. The length of time

21 depends on what are the f acts, the complexity of the case,

22 the degree to which the company cooperates or doesn't

23 cooperate So it is impossible to say how long it will

24 take

25 MR. KENNY: I want to take them to coir t because
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1 Dorothy spent a lot of money on all this stuff, get the

2 money back

3 ACTING CHMN l SPITZER | Okay Obviously you

4 may -- there are individuals from Cox who are present

5 today you may communicate with them if you wish or you

6 may not if you choose not to. You can always have the

7 remedy as a private citizen to exercise your rights in

8 However, the consumer division and this Commission

9 represents the consumers of the state of Arizona, and we

10 will pursue your matter regardless of whether you hire an

attorney or take the case to coir t or not.

12 MR. KENNY Pro Se.

13 ACTING CHMN. SPITZERZ That's all at your option.

14 But we will treat this as a complaint. And it will get

15 treated, and we take these very seriously.

16 MR | KENNY Cox being a big corporation has not

17 answered any of the letters that have been written.

18 COM I MAYES Well, they will now.

19 MR • KENNY • T a n k you Who is here from Cox°

20 ACTING CHMN. SPITZER: Sir, if you could take it

21 outside because he have other people who want to speak.

22 COM. MAYES: But E think that proves our point of

23 federal preemption. You have a situation here where you

24 have three Commissioners who just heard the complaint and

25 I think we can be f fairly assured it is going to be
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1 addressed. There it goes, it is going to be addressed.

2 So I think the point is that, you know, these complaints

3 are best and most ably addressed at the state level.

4 ACTING CHMN. SPITZER: Thank you, Commissioner.

5 David L-I-N - - i s that K °

6 MR. LINK: L-I-N-K just like in missing.

7 I  a m  n o t  s u r e  t h a t  m y  c o m p l a i n t  e v e n  b e l o n g s  h e r e

8 or can be treated by you but i t is with AT&T. And I

9 cancelled my -- I had two services, local service with the

10 local telephone company, and AT&T was my long distance

11 service And I cancelled the AT&T service in November of

12 this year, effective November the 20th However, I

13 continued to receive AT&T bills.

14 And I sent the last, the bi l l from last month, I

15 sent it  by, well, by -- what does the post of f ice cal l i t?

16 Anyway, i t r e q u i r e d  a s i gn a t u r e  ba ck from AT&T to  make

17 s u r e  t h a t t l f xey  rece i ved  i t and so  on And then this month

18 I received another bill from AT&T. There are no telephone

l-9- <;a1 1 s ;)n-nuy_b_1li onl;/;__tJ:1_e Q r v i ces,_ the e x t r a t h i n i i s  t hat

20 AT&T charges S o  t h e y  a r e  c o n t i n u i n g  t o  s e n d  m e  b i l l s

21 with no calls on them and I don't know how to cut i t off

22 COM. MUNDELL: Well, leave i t - - that's why we

23 are here. Leave i t here and I wil l take care of i t .

24 ACTING CHMN. SPITZER: Commi ss i oner  Mayes  i s  the

AT&T guru25
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1 COM • MAYES Actually they are the long distance

2 company that sent me the postcard We will take care of

3 that .

4 You know, it is interesting that you raise this

5 issue because think several other people at other publicI

6 comment sessions around the state raised the very same

7 issues

8 Commissioner Mun del l , d o n ' t you remember?

9 COM A MUNDELL a Yes They did

10 COM I MAYES I P e o p l e  we r e  h a v i n g  t r o u b l e , you

11 know, ge t t ing  the  company  to  cu t  o f f  the  s e rv i c e and they

12 were receiving bills month of tar month of tar month So

13 maybe that's something we really need to broach with these

14 companies, you know, industry wide, why that is happening.

15 But we wil l take care o f that situation and find

16 out what is going on My guess i s , my sense of i t i s  tha t

17 it has become such a competitive industry that they are so

18 re luc tan t  t o rel inquish any customer, the y  w i l l  d o

1 arr3rt1°x 1-rg k 9 1464 1r14l4dnq- r;QM;l n11;ng;9 b1 ll you

20 which is kind of counterintuitive and they are just making

21 you mad But that 's  my guess. We wil l take care o f  t h a t .

22 MR » LINK The biggest  problem I have i s , i f I

23 d o n ' t  p a y  t h e  b i l l s , can they at some time repot t that to

24 the services, the credit services and so on and cause

25 problem with my credit'>
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1 COM l MAYES • I think, Commissioner Mun dell, I

2 think the answer is no, but...

3 COM C M U N D E L L Well, that gives us an opp or munity

4 to segue into our legislation that Commissioner Spitzer

5 talked about earlier.

6 Remember when I talked about cramming and

7 s l a m m i n g ? And cramming is when they add charges to your

8 bill without your permission. That sounds like cramming

9 t o me. They are charging you something that you are not

10 getting. So that's a broad definition of cramming, adding

11 charges to your bill without your permission

12 We passed cramming and slamming rules for wired

13 telephone providers and they were approved by the Attorney

14 General, which for wired service would prevent a company,

15 while you were disputing the bill, from turning you over

16 to a collection agency for collection, turning you over as

17 a bad credit to, you know, Equip ax, or used to be TRW, so

18 it messes up your credit They were prevented from doing

19 that And we d ;.._inn'8ormal ocegs to decide whether

20 the company was right or the customer was right.

21 For wireless service, we took the position we had

22 the authority over wireless service also for the cramming

23 The wireless companies sued us in coir t And,

24 also, the Attorney General determined that we did not have

25 jurisdiction over wireless cramming.
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1 Having said that, we have our consumer services

2 person here who was introduced earlier from our Tucson

3 My Staff person is here. If you have copies of

4 your bill, we can take it from you now and we will look

5

6 What I tell people is, even if we don't have the

7 actual jurisdiction or authority, we will use the bully

8 pulpit to solve the problem.

9 It is the same thing with Qwest -- I mean Cox.

10 We don't regulate Cox We were preempted by the federal

government. We, meaning all the states, when I say we,

12 all the state commissions, were preempted by the federal

13 government. We don't set the price that Cox charges for

14 your cable service and all the services W e have n o

15 jurisdiction over that.

16 But to answer your question specifically, we will

17 solve the problem for you. But I can't guarantee you

18 if we get it on the front end, that's why I want to take

19 care of it immediately, if we get it on tl'te_ fr9r1t__i1§1_

20 they are not going to send you over and mess up your

21 credit or try and star t collection But the way the law

22 stands right now for wireless, we don't have authority.

23 That was a long answer to 3/our question but it is

24 a difficult issue and I want to make sure I explain I

25 hope I explained it adequately. If I didn't, one of the

ARIZONA REPORTING SERVICE, INC.

www.az-repor tinq.com

(602) 274-9944
Phoenix, AZ



T-00000D-04-0582 & RT-00000J-02-0066 3/17/2005
26

1 other Commissioners wil l  supplement it for me.

2 MR. LINK! Tell me again who was here that I need

3 to talk to

4 ACTING CHMN. SPITZER: Mr. L o p e z  i n  t h e  b a c k  w i l l

5 take your complaint And it sounds like i t is, like i t

6 a wired serv ice even though i t  i s  long d istance.

7 MR. LINK' I t  i s  w i r ed  l ong  d i s t ance

8 ACTING CHMN. SPITZER: A n d  i t  i s  a  b i l l i n g  m a t t e r

9 that arguably is under the cramming so it; is under our

10 rules that are now effective T h e y  h a v e  t h e  f o r c e  o f  l a w

11 1 discussed the Rulemaking process. So you will have a

12 remedy, we believe, and we will invest igate i t And the

13 company has a right to respond But i f  they  don ' t have a

14 case

15 What typically happens is these are mistakes.

16 Some companies are better than others in terms of customer

17 service You know, I would like to think in a free market

18 the companies with lousy customer service would star t

19 l o sing c tomgrs ar1Q~ the c;omtj<811'1l€'S wi_t1LgQ;;L§1.L;tQmer

20 service would gain customers.

21 What we are trying to do - - some of my friends in

22 the industry don't believe this; we are not anti company,

23 we are not against the carriers -- we want them, my

24 colleagues already said, we want them to compete f fairly

25 and go to you and compete for your business based on
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1 quality of service and the price And the consumers get

2 to make a choice just like cars But, you know, we don't

3 have

4

this type of issue where you are getting bills from

Ford when you didn't buy a Ford Okay That doesn't

5

6

happen We want them to be more like a regular industry

And we have a legacy of a hundred years of monopoly

w e are moving into competition So it is hard on a lot of

8 people and it is confusing The good news is you probably

9 have a remedy, but somebody who has got the identical

10 problem with wireless does not, and that's a shame

11 COM » MUNDELL Right

ACTING CHMN I SPITZER Donald Mccubbin

13 MR. MCCUBBIN My name is Donald McCubbin

once and for all I would like to know what the federal

universal service fund at 10.7 percent is And somehow or

other that 67 cents doesn't meet up with anything up here

17 at the top in other words, 10.7 percent of what?

18 And then it says this fund helps keep local phone

19 r aJ;e s__aJifQrd_al1l.e__fQr__aLil__Am§;;.i c a n s How does 67 cents

20 added to my bill help me to afford the phone service

21

22

That's one question

The second question is I am not hard of hearing

1.1 percent

24

or speech impaired but I am paying 14 cents

and it comes out to 14 cents I dorl't know what that is

25 ACTING CHMN 4 SPITZER I can explain that
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1 MR. MCCUBBIN: That is an equipment charge the

2 phone company has to have But why do they have to put

3 that o n the bill? Why don't they add it into their

4 service?

5 And the last one is federal access charge. This

6

7

charge, and the key word is allowed by the FCC, covers

par t of Te cost for providing access to and maintenance

8 o f the local network. I don't understand that. That ' S

9 very vague to me. And I mean $6.30 is a huge charge for

10 an allowance.

11 ACTING CHMN I SPITZER' Those are excellent

12 questions And I will try and give -- they are all very

13 good questions, none of which I knew before I came to the

14 Commission, the answer And it is -- try and bear with

15 me.

16

I will try to keep it simple because they are very

good and it is imper tent we all understand the answer.

17 And some of the results you might not like. It would take

18 an act of Congress to change. And

19

And that's imper tent.

Congress does occasionally change the law of

20 telecommunications.

21

22

Alexander Graham Bell invented the telephone.

And it was considered a natural monopoly for a hundred

23 years • There was only one company, A M T , that provided

24 local and long distance service.

25 The universal service fund was created in the
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1 1970s, I believe, or maybe earlier, but the major

2 universal service charge dates to the old monopoly when

3 there was one company, AT&T, l o c a l and long distance, and

4 no competition And the government, the federal

5 government set their rates for the long distance and

6 charges u

7 And for you to call, I remember, to call my mom

8 from law school to Philadelphia was $2 a minute, or very

9 high, high fees And the local service was f fairly

10 inexpensive And long distance subsidized local. Local

was kept low by the state regulators. The federal

12 government kept long distance Ar tificially high. So there

13 was a subsidy in the system.

14 Rural citizens didn't have phone service. And

15 the federal government passed rural electrification. Some

16 of you may remember that in the 19303, and that was a

17 subsidy . And it was a subsidy, and government said it was

18 a subsidy. So  peop le t ha t l i v e d  i n  t h e c i t i e s  w o u l d

__19_ .s1.1.b_s_L§L1 ze__r_ural ele_;1;ric because_. other5»Jise_th.ose__peep_l_e_,

20 the cost of running wires was so expensive in remote

21 communities they couldn't afford it.

22 The government  dec ided, and we can  ag r e e  o r

23 disagree, in the 19705 to propose the universal charge to

24 prov i de  phone s e r v i c e  t o  h i g h  c o s t areas l i k e the  Nava jo

25 Reservation, where never in a million years would they get
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1 phone service, f arm areas, rural communities, just l ike

2 rural electrification So it was a charge that all phone

3 p e o p l e ,  a l l  p h o n e  c u s t o m e r s  p a y  t o  p r o v i d e  p h o n e  s e r v i c e

4 for rural America And it was decided that, because phone

5 s e r v i c e  w a s  a  m o no p o l y  a nd  b e c a us e  i t  w a s  e s s e n t i a l ,  y o u

6 < : a n ' t  l i v e  w i t h o u t  a  t e l e p h o n e ,  y o u  < : a n ' t  l i v e  w i t h o u t

7 e l e c t r i c i t y ,  t h a t  t h a t  s u b s i d y  w a s  a p p r o p r i a t e .

8 S o m e  p e o p l e  c r i t i c i z e  i t . Some  peop l e  want  i t

9 lower. Some people want it higher. But that's the theory

10 of universa l s e r v i c e . I t is to provide phone service to

11 people Just like on your electricity bill, you are

12 providing, you are providing wire lines out to rural

13 communities that otherwise wouldn't have i t .

14 The hard of hearing is a par t of federal and also

15 Y o u  n e e d  s p e c i a l  p h o n e s  f o r  p e o p l e  t h a t  a r e  d e a f .

16 And my f other was deaf H e  h a s  t w o  p l a s t i c  e a r d r u m s ,  b u t

17 he could not hear for a long time And we had a special

18 phone And those phones require specific relays. You

-49----h-a-v-e--'l;@»_pe.L3L--£@1 t  hem lJ;51<.;LLaWe--l1aJ;d_-J-f_.._been ii re 9-r-¥Qi-1¥ l3§

20 for them yourself out of your own pocket But in order

21 for the signal to be transferred, there have to be special

22 f abilities to be made in the switch stations of the phone

23 companies. And what the phone companies do is to create

24 these to provide phone service for people that are hard of

25 hearing, or I think there are other impairments too that
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are par t of this That's where that charge comes from

So the government decided, just like with the

that to provide phone service to people that

4

rural people

otherwise wouldn't have it And remember the deaf people

5 This is for the relay

6

are paying for their own phones

stations within the central offices of the companies

7 That's what that charge is for

8 I voted on

9

Some people don't think it should be

it in the legislature And I think the Arizona par son is

10 1 or 2 cents per month And I thought it was a f air and

reasonable accommodation And it is the only way people

12 that are hard of hearing will ever get phones

13 supper Ted that when I was in the legislature

14 The third item was the access charges

15

16

access charges were created, as you pointed out, by the

And this dates to the breakup of AT&TFCC

In 1983 the federal government broke up AT&T

was actually an order of the District Coir t in Washington

A-H-ei-AuAQE was i-i4.Les4t-8-Q1 A MY 1;911;-tk:1e-long j_i_9t;a1L<;e

which I

21

and they created what were called the Baby Bells

think there were originally seven or eight and now there

22 how many are there now?

23 COM » MUNDELL

ACTING CHMN l SPITZER with all the mergers

25 there are four
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And, oddly enough, SBC, which is the biggest of

2 the Baby Bells or the next to the biggest is proposing

3 to buy AT&T So the child is buying is killing the

4 parent It is kind of an Oedipus thing

The access charges remember I said that the

6

7

long distance were really very high, and the local was

the access fee is a way ofsubsidized it is a way of

reversing that subsidy so the local phone is going up and

9 the long distance fees have come down So if you look

10 around, long distance, which used to be two bucks a minute

for car rain calls peak, is now if you have got a

12 cellphone it is free, for a lot of places it is 5 cents

13 6 cents 4 cents 3 cents The long distance have come

14 down and the local have gone up

15 Now people there are winners and losers

16

17

18

people that make zero long distance calls pay more

People that make a lot of long distance calls have seen

great reductions in their bills

18 81,1-1;--th&l;- w h /'1 1 &J 9sue__oLf__t;]:t& a <1 € 25 s f e e

20 for

21

AT&T now is only a long distance company

needs to interconnect with local phone switches

22 Qwest in Arizona with Verizon in New York State with SBC

23 in Dallas with Bell SoutM in Atlanta It costs the local

24 company money to interconnect So the access fee was set

25 to recover the costs of connecting the local company
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1 connect ing cal ls

2 So if you have a relative New Yorkin State, they

3 are on a local phone in Verizon And let's say they have

4 AT&T for long distance They will connect to the AT&T

5 system. Verizon has to star t that call, they pay for i t .

6 ATQT then transfers the cal l  to you in Green Valley.

7 Qwest has t o terminate that ca l l

8 Qwest i s  ent i t led  to  get paid  for  terminat ing

9 that call And the access fee is basically a compensation

10 for that, because, when you pay your, when your -- let's

say it is your son in New York When he pays his long

12 distance bill, the money goes to AT&T. Not a penny goes

13 to Verizon Not a penny goes to Qwest. So i t i s a

14 formula for the interconnection of local and long

15 distance.

16 And the long distance companies think the access

17 fees are too high. The local companies think they are too

18 low. And the FCC has set them, and from time to time the

19 E8 -r--e-ael-j-ust Jek11ese-La:4es»--u-po;LQwrL,---._ELL1J;__t]ne;e i Q. a~

20 relat ionship between the amount of your long distance bi l l

21 and the amount of the access fee,  and the relat ionship is

22 inverse.

23 Is everyone completely confused? Maybe my

24 colleagues want to help me out

25 COM. MAYES 2 You have done very well
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1 MR. MCCUBBIN: J u s t  o n e  q u e s t i o n  o n  t h a t . I

2 d o n ' t  h a v e  l o n g  d i s t a n c e  s e r v i c e So am I paying for i t

3 anyhow? Is that what you are saying?

4 ACTING CHMN. SPITZER: I t is - - if you have no

5 long distance service?

6 MR. MCCUBBIN: I use a calling card.

7 ACTING CHMN. SPITZER: Okay. So you have no long

8 distance service at home. Y o u r  c a l l i n g  c a r d ,  w h e n  y o u  u s e

9 y o u r  c a l l i n g  c a r d  f r o m  h o m e

10 MR. MCCUBBIN: Yes.

11 ACTING CHMN I SPITZER Qwest is still star ting

12 your fee. And if you call New York State, Verizon is

13 t e r m i n a t i n g  y o u r  f e e . T h o s e  c o m p a n i e s  a r e  p e r f o r m i n g

14 s e r v i c e s  f o r  t h a t  c a l l  f o r  w h i c h  t h e y  a r e  n o t  b e i n g

15 compensated. A n d  t h e  F C C  a n d  C o n g r e s s  f i g u r e  t h a t  a c c e s s

16 f e e  i s  a  r o u g h  j u s t  w a y  o f  c o m p e n s a t i n g  t h e m . Because i t

17 w o u l d  b e  t o o  c o m p l i c a t e d  t o  h a v e  a  b i l l  f o r  e v e r y  l i n e

18 i t e m ,  f o r  e v e r y  c a l l  y o u  m a k e  a n d  d o n ' t  m a k e  a n d  a l l  o v e r

t h e cz 01i1=:t-ry~e r a-Hr-ever--the-we-pl d . _ -S9--yQ» 1uL.__a,;e,--yQu__a.r.e_

20 g e t t i n g  a  b e n e f i t ,  a n y b o d y  w h o  c a l l s  l o n g  d i s t a n c e  g e t s  a

21 benefit from the access fee.

22 R e a s o n a b l e  p e o p l e  c a n  d i s a g r e e ,  t h o u g h ,  a s  t o

23 whether the fee is toa high or too low

24 Let's, if we could go through the list and then

25 you will get
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MS I SIMMIE Pardon?

2 ACTING CHMN. SPITZER: We will go through the

3 list and then we will get seconds

4 COM. MUNDELL: Everybody once and then

5 ACTING CHMN. SPITZER: Yes, everybody once.

6 Ber t Amado.

7 MR. AMADA: My name is Ber t Amado.

8 and condense this down to about three minutes.

9 I am resurrecting the issue of Qwest's monthly

10 perpetual charges for non published and unlisted phone

11 numbers o And to understand the magnitude of this ripoff,

12 in the year 2003, Qwest announced that they had

13 approximately 3 million subscribers of which 25 percent

14 were unlisted or unpublished. This equates to 750,000

15 subscribers paying an average of $1,092,700 per month for

16 a non service Publishing the number is a service. Not

17 publishing it is not a service Did I mention this

18 equates to $13,113,000 per year?

-A-s a 9914--4f£ei@4e.4ce, Ari 7Qna;eaid_e11L&ar§_

20 paying $1.65 for nor published and $1.30 for unlisted.

21

22

California residents are paying 25 cents.

I have had correspondence with you, Mr. Spitzer 1

23 if you recall.

24 ACTING CHMN. SPITZER: I do.

25 MR. AMADA; The answers you gave me were not
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1 adequate You referred to the f act that not publishing a

2 number decreases the value of The Yellow Pages That i s

It is circulation, not the context. that

4 determines adder rising rates And in the major cities we

5 have two separate directories res ident ia l  l is t ings and

6 Yellow Pages And the deletion of my name from a

residential l isting does not diminish the value of The

8 Yellow Page directory

Y o u  p a s s e d  m e  a l o n g  t o J a n i e  W a l l e r  j . r 1  y o u r

10 Commission Let me find that Janie s. Waller,  public

ut i l i t ies  consumer analyst,  Ut i l i t ies  Div is ion quote

12 Since the majority of the telephone numbers are

13 automatically placed in the telephone directories to keep

14 l ist ings out of the directories and/or d irectory

15 assistance requires ongoing special handling And she

16 goes on to refer to additional attention

17 This is  the  day  o f  the  computer Did the

18 telephone company hire hundreds of people to come in every

19 d.a;4_a.nd__op_e;n 1;_he _directories .LQ Se_e_;_f my.__name hasn't

20 reappeared in it° One c l i c k  o n  a compute r , tkuat name i s

21 gone It doesn't have to be maintained daily weekly

22 monthly or yearly There i s  n o  j u s t i f i c a t i o n f o r  a

23 monthly perpetual charge for non published and unlisted

24 numbers And  i f  the re is anybody here from Qwest, I def y

25 them to stand up now and justify y that charge
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1 Incidentally, we haven't even gotten to the

2 savings that, we who allow them to delete our numbers,

3 that is gained by the Qwest phone company because

4 25 percent less time in setting up, 25 percent less

5 printing time, 25 percent less materials.

6 25 percent lighter and less distribution casts This

7 state should be the first state in The Union to say enough

8 is enough.

9 Let me give you Janie's final reason, which I

10 repeatedly demanded to know what the ongoing special

11 handling is. What is it? What are you doing for me? I

12 got n o answer. But let me quote you her final statement.

13 Put this down for a second

14 This is the answer from your Commission as to why

15 I am being charged monthly, quote Because of the

16 additional work involved, it is customary for telephone

17 companies throughout the United States to bill their

18 customers for both of these fees.

19 other wprd;.L__wha_L_I__a;r; being t_§;Ld_;§_t h e

20 Arizona Commission has customarily allowed the Qwest

21 company to rip off its customers and therefore we continue

22 to do so That's the answer. You don't have any other

23 justification. That's my say on this.

24 ACTING CHMN. SPITZER: T h a n k  y o u  v e r y  m u c h ,

25 Mr. Amado. I  w o u l d  p o i n t out that i n  m y  i n i t i a l r e s p o n s e
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1 I pulled the -- to find out where this fee came from.

2 had been decided in a Qwest rate case in the early 19903

3 And at that time that was the fee that was imposed.

4 And in looking at the, I actually pulled the

5 transcript and the record of that case and found the

6 evidence that had been put in to set the fee where it was

7 And I think it was '93. I may be wrong. Maybe it

8 was '95

9 And what is interesting is the evidence in the

10 record in that case. And that's again where, as a

11 judicial body, that's how we decide cases, based on what

12 i s i n the record on that case Then US West owned The

13 Yellow Pages. And there was a relationship between The

14 Yellow Pages and The White Pages and listing. That's no

15 longer the case. Qwest was created by the merger with US

16 West and Qwest i n - - when was that effective -- 2000 And

17 they sold The White Pages and Yellow Pages and the

18 directory assistance to a private company.

-8e-i'e14, Jae-Es et a-£9-i;1,14 sasem,a3,L-l;Le--ve1* y

20 different than what was described in the correspondence

21 And a future

22

And the rate setting is a judicial setting.

proceeding on this item could be very different than what

23 was set in prior law.

24 And it just shows how the changes in the industry

25 are very dynamic and require the Commission to continually
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1 reexamine whether the rates are in the in te re s t of

2 justice

3 Our rates have to be just and reasonable and

4 there has to be a basis in f act fo r those rates And

5 because a rate had a basis i n f act i n 1993 or 1995 doesn't

6 mean that going forward i t has a basis in f act. Some

7 r a t e s  m a y  ne e d  t o  c o m e  d o w n o r  b e  e l i m i na t e d . Other rates

8 may need to go up based on what are the f acts And this

9 Commission stands ready to do that.

10 Commissioner Mun dell.

11 COM I IVIUNDELL • I was just going to ask for a

12 fol low-up. Sir, do you know what the basic telephone rate

13 in Ca l i f o rn ia is? You c i ted some

14 MR. AMADA No, I don't know the basic rate, but

15 I do know they only charge 25 cents to have i t

16 unpublished

17 COM. MUNDELLZ I wrote that down Okay . Thank

1 8 y o u And  Commi ss i oner  Sp i t ze r  commented  and  exp l a i ned  the

-1-9--pEoC C33'T -SQ--we-~d<91=ra4Ie a 9 e 149 l-ra g -r a te 3 Ase Lm LLQJL1; Q f

u s

21 I can t e l l you that none of us can make any

22 promises on what we are going to do i n that case And the

23 f acts w i l l bear out the ult imate dec is ion So I think he

24 explained the process and how the fee came about. But w e

25 have a rate case pending in front of the Commission.

20
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1 MR • AMADA I I had Senator Bee do an intervent ion

2 a couple years ago, and we did get a slight reduction from

3 the $1.90 down to $1.60 But there i s  no  j u s t i f i c a t i o n  a t

4 all for that charge.

5 ACTING CHMN. SPITZER: Do you want to comment on

6 that?

7 COM | MAYES Well, I apologize, I haven't, I ave

8 not personally been asked to address this question. But I

9 car mainly think i t  bears looking into. And maybe one of

10 the things we can do, Commissioner Mun dell said we have a

11 rate case in front of us right now involving Qwest, and

12 car mainly those are questions I imagine will be asked now.

13 And, second, it would be interest ing for me to go

14 state by state and look at what each state charges for

15 this service and whether

16 MR 1 AMADA I t i s not a service i t i s a.r

17 d i s s e r v i c e

18 COM . MAYES I the d isservice, okay, and take a

1&lQQ_M_M t t elL d_o__a_11d an_a1 y z e v is - a - v i s th e i r r a t e__

20 structures and take a look at i t  that  way. So I

21 appreciate your bringing it up

22 ACTING CHMN. SPITZER: Lawrence Berg.

23 MR. BERG: T h a n k  y o u First let me tell you that

24 I am a winter resident here and I am a summer resident of

25 Minnesota, so I have several phone companies that I deal
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1

2 Dealing with Qwest is a study in futility And I

3 am glad you are going to study them for awhile.

4 I recently discovery that they are charging me

5 $2.99 for long distance charges that I d:Ldn't ask for A s

6 a matter of f act, when I opened my account here in June, I

7 said I don't need it, I have a cellphone, I have calling

8 cards and 1 don't need long distance

9 Well, when I discovered that last month, I

10 TheWhatever happened to ethics in business?

young lady tells me that she sent a letter to me back in

12 December

13 That's the copy of the envelope. Does it look

14 like junk mail to you? It did to me. I didn't even open

15 the darn thing.

16 somewhere.

Anyway, I found it luckily in my file

So I said to her, please, I didn't order this r

17 I dorl't want it, take it off my bill. Oh, we can do that

18 for you, sir, there is a nominal fee of $i0.

C1 12 me

20

L s a id wa 1_; amlnuie_ you are _going to

$10 for something I didn't want in the first place. Time

21 answer is of course.

22 Well, I got my bill this month. I haven t had a|

23 chance t o call them back because I don't have three or

24 four hours to talk to them They charged me $10. And it

25 says here charges to change long distance company per
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35: charges to change long distance company per

2 S 5; total $10 But I only have one line

4 deal with these folks

Now, I don't have enough years let t in my life to

So my answer is simply this

6 believe

will not do business with an unethical company

of tar 30 some years of working with Qwest, this

7 company and the previous people that ran Qwest, this

8 company has gone nuts And they are trying to make up

somehow the money that they have lost with bad CEOs and

10

11

problems that they have that I didn't create

So I am glad you are taking them on and looking

12 at them Please

13

please

letter out like this

if you are going to send a

do not def aunt that I have to answer

14 that letter to cancel that service If you want to sell

15 me something ask me, don' t put i t on my b i l l , because

in

17

quite frankly, I will not have Qwest next year

Thank you very much

18 COM I MAYES Lawrence, I am sorry, I don't mean

20

l-9--to i mtetr-E&E AHyway7--t-lfrak y@4-§9 - 4L-@Qmme4

said, we are a l i t t l e  b i t limited what we can say on this

21

MR. BERG I was happy to hear you were at least

23 addressing it

24 COM l MAYES And our Staff

25 I don't know if the order to show <:aL1se for Qwest
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1 i s  a  pub l i c  document . Would tat be publicly available?

2 We will check for you But I think f actually, I

3 can describe for you what my summer was like, or my f all,

4 of tar we star Ted gett ing a lot of  complaints on th is

5 issue. You weren't the only person. In f act, I would be

6 interested to have you perhaps put that letter in the

7 docket o r give that t o our Staff s o we can see what you

8 got

9 But please know that we did get a great deal of

10 response to this question from people who felt like they

11 wererl 't put on notice about that charge. So we are

12 looking at it.

13 Again, from a f actual standpoint, of tar I asked

14 the CEO of Qwest, Dick Nor tebaer t, to come to the

15 Commission and to address this issue with us, and I think

16 he met wi th  a l l the Commissioners, we made a l i t t l e  b i t of

17 progress in that they offered a refund of that $10

18 switching fee f Ar a small window of people. I don't know

1 -  i f yow r@1m 81-at w11&o r 964; QI of -3144 wan* ; @4@th-e-£

20 to try and get your money back for that, but

21 MR. BERG: I t i s not the money. I t  is the ethics

22 i n the business that bothers me. It is not the money.

23 is the f act that they choose to treat me as a non customer

24 They have forgotten that a customer pays their bills and

25 their salary. And I quite frankly think it is time that
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1 people that are treated this way begin to say enough

COM U MAYES Right And one of the issues that I

raised with Mr. Nor tebaer t was this question about when

4 the company decided to add the $2.99 fee and when they

stopped adder rising that they were having no monthly

recurring charges

7

Do you see what I am saying

think that's an imper tent question that has to be asked

8 But as I said. we

9

about their adder rising practices

there will probably be some action on this issue

i n the near future

ACTING CHMN o SPITZER Mr. Berg, thank you for

12 bringing this to our attention and we will take your

13

14 MR | BERG Thank you

15 ACTING CHMN I SPITZER Because I think you have a

separate issue aper t from the case that we are pursuing

17 which is you never agreed to long distance service in the

18 first place

181

ACTING CHMN 1 SPITZER So I think you have a

cramming case under the existing wire line rules and we

will treat this as a complaint for cramming

Now, here is how your f acts are different than my

24 f acts My f acts are we have a house in Prescott and I

25 have got a phone line downstairs I use as a home office
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1 and then we have got our f Emily phone in Phoenix, three

2

3 MR. BERG: I have one

4 ACTING CHMN. SPITZER: So I have triple the

5 problem. I n response to the ad for f i v e cents a month

6 long distance, I switched from another company to Qwest.

7 And par t itularly  the Prescott  house,  we don't  go up that

8

9

much and we t ry  not  t o  use the phone i f  a t a l l  p o s s i b l e .

And i f  we  hav e  t o , we use the cel lphone. So our monthly

10 bi l l  for  long distance is  very low, in any event I

sometimes zero

12 So the $2.99, one month 's f ee , co u l d  be i n  t h e

13 Prescott house six months of long distance. So when the

14 And unlike you,

15

$2.99 fee arose, it was a major problem.

who had not even ordered it, I  ordered i t . And then I was

16 confronted with a dilemma. Do I pay the $2.99 fee forever

17 or do I terminate? And I knew, because I am a

18 Commi ss i oner ,  tha t  I  have  got  to  pay  ten  bucks .

+ 9

20 t o l l s , f o r  y o u r i n f o r m a t i o n

The $ § ~ s » @  E e m ; 4 a ; e - A ; ; z oQa l@4g_ dl s tance_~

An d  t h e  o t h e r  $5  i s  f o r  l on g

21 distance interstate. On e  i s  i n t r a s t a t e t h e  o t h e r  i sI

22 interstate t o i l . And if you switch, you know, they do

23 have - -  t h e  c i r cu i t  h as to be changed, SO they are

24 ent i t l ed to  t en  bucks

25 What was i r r i t a t ing  was , I think, to choose
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1 between paying the ten bucks one time hit or paying the

2 $2.99 forever And maybe my wife would make enough calls

on the 5 cent instead of the 7 cent to make up the

4 difference S o i t was and then times three phones

So it was that. those are the f acts We are not

6 Those are the f acts on the

7

going to adjudge the case

$2.99 Those are the f acts similar f acts which

8 Commissioner Mayes talked about with AT&T Instead of

9 AT&T going to Commissioner Mayes and saying and we have

10

11 you know, we

12

13

no pending proceeding on AT&T so we can talk about that

instead of them saying to Commissioner Mayes

are losing money and, you know, you could choose, you can

dump us if you want if you think our rates are too high

14 but we are going to charge you 7 cents a minute instead of

15

16

5 cents a minute, and you are on a month to month so they

can theoretically do that And. of course do they get

17

18

enough money or how many customers do they lose, et

It is a tough judgment call

l_r;Lo-n ' + mLucL_a__c_Qmp<8u3y_1'a k i ng m~QQ§.v .

20 I expect them to make money, and as a stockholder I expect

21 them to make money, but not illegally or unethically

22 want truth in what they are doing I want them to tell me

23 not I"lo That ' s

24

and give me the opp or munity to say yes

crazy to have a def aunt, that you have to write them a

25 letter or make a phone call that you don't want the

19
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ACTING CHMN I SPITZER Now. that sounds like

3 cramming And Commissioner Mayes she was not offered the

4 opp or munity on the extra was it 50 cents

COM I MAYES

ACTING CHMN I SPITZER So that was another. what

7 you say about ethics in business you are right on

8 MR » BERG T ank you

9 COM • MUNDELL Thank you Just briefly

10

11

because I think you have had a good thorough discussion of

as the other Commissioners have indicated. we have

12 a n order t o show cause scheduled well. I will talk to

13 him of terwards to deal with this but I think everybody

14 else needs to know it also an order to show cause

15 scheduled And it will probably be heard, I say probably

16

17

because it hasn't been set yet, in our first open meeting

And I don't have the docket here rightsometime in April

18 now, but you can go to www.cc.state.az.us we will

19 g i v e ̀  i17"tu y um--afte-1§w~ar<§rs

20 You can get on

21

22

the reason I am giving you that

information is because you can go to our website and then

go to open meetings and then click on there, and it will

23 tell you what agendas you know, what we are hearing on

24 that agenda that day

25

And then we have, you know

streaming audio/video and you can listen in and/or watch
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That is something new at the Commission

2

the proceedings.

we have, but you can look on and see when we are going to

3 hear this matter.

4 Our Staff has issued an order to show cause to

5 determine whether or not there should be sanctioned

6 issued. That's about as f Ar as we can go to inform you

7 what is happening.

8 ACTING CHMN. SPITZER: Okay. Robes t Aagaard.

9 MR. AAGAARD U Bingo. My name is Robert Aagaard.

10 I live in Green -- well, Quail Creek, which is just

11 outside of Green Valley.

12 First I would like to just quickly state that I

13 have Verizon as a cellphone and I am delighted with them.

14 I have had them for almost a year now. I have no real

15

16 One of them says

17

problems except a couple of little items on their bill

which I am not quite sure I understand.

A Z Trans Prim Sur o n Tele, and the other Sahuarita Trans

18 Prov Sur on Tele. I am not sure what those mean but they

-ante oc-that-mnr©h 11<v°rey-.

20 I switched to

21

My big problem is with Qwest.

Qwest from Cox digital telephone service, because Cox's

22 prices, total price star Ted to go up and up as a result of

23 additional tack on items. So I switched to Qwest. And

24 the first month, first couple months were fine

25 I have two telephone lines, one for my home

19
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1 office and one for my house.

2 $86.71 a month

3

4

And I was paying a total of

I do not use Qwest for long distance.

One day I was -- recently I switched to a different long

distance provider and called to make a change and then

5 found out that they had only changed the long distance and

So I had to make another call.6 not the intraLATA.

7 And at the same time, when I was talking to the

8 young lady at Qwest, she said, well, you can save $5

9 a month if you buy this package that will give you two

10 lines and it will be less expensive So I said okay, go

ahead, that sounds good

12 So I get a bill for almost $138. And I am

13

14

looking at it and I am seeing that, yes, they wrapped up

these two telephone lines which used to cost me $18.16 for

15 the first one and a smaller amount for the second one into

16 a single package of $36 And then they added one zone

17 And

18

distance charge cf $3 for each of the two lines.

fur therm ore they added $5 to change to, change long

EJ -it-a~wGe -T-hey c.dde %H88 1- h£ee-t;m-esi@L-.e4c1 Mne-.

20 I got a total of six tj.mes five is $30 to change my long

21 distance carrier

22 That's probably an error

23

24 change

25 charge I

Maybe it was, because

I had to keep calling them and reminding them to make the

But I really don't understand the zone distance

So I called them up and I said what is going on
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1 with this long distance, the zone distance charge They

2 said well, you moved. I said I didn't move Well, then

3 you are too f Ar away from the central switch And I said

4 well, how come I wasn't too f Ar away the month before.

5 And they didn't really come up with a good answer.

6

7 package and we went back to two separate phones.

So, finally, what the outcome was, we dropped tlxe

And they

8 said that they won't charge me the $3 zone distance

9 charge, but I haven't got that bill yet so I am not really

10 sure

So that's about the only comment that I would

12 like to make I am also delighted that you people have

13 seen fit t o come down and talk to us and listen to our

14 complaints

15 COM. MUNDELL: Thank you, sir.

16 ACTING CHMN. SPITZER: The Verizon bill, the

17 acronym for the sales tax, the state of Arizona and I

18 guess the city of Sahuarita imposed a sales tax on

19 -391161333 QIIQIQLQS Io 1;h@i 5 a n d j h a i is no; 3Le4:;Lzom's__

20 issue.

21 MR » AAGAARD It should say sales tax though.

22 ACTING CHMN. SPLTZER: In Arizona it is actually

23 called a transaction privilege tax. That's what the

24 legislation called it Because the tax is not on the

25 resale proper Ty, it is on the transaction.

ARIZONA REPORTING SERVICE, INC.

www.az-reportinq.com

(602) 274-9944
Phoenix, AZ



T-0080013-04-0582 6 RT-00000J-02-0066 3/17/2005

And the other thing

2 Mr. Lopez

if you want to talk to

you may have cramming issues and it may be that

3 you were told one thing and they sold you another or they

4 didn't fully disclose what they were selling you

That's par t of the problem, and we have seen this

i n telecommunications with people that are on a

commission that are selling They have an incentive to

add additional bells and whistles They have a financial

9 incentive, and a disincentive to not fully explain all the

10 bells and whistles But thank you for coming

Dennis Kelley

MR. KELLEY Thank you Yes, I want to thank you

13 for coming Can you hear me

14 COM • MUNDELL

15 MR n KELLEY

16 live out here about ten miles south

I am a little hard of hearing

And it is almost

17 like I am on an island There is a 600 acre ranch east of

18 There is a model, couple nice restaurants and the

1-9 qu'y*~<i¥ewH 918 39 <11 s- LIQ ELLt__aLr;r4;sa t1:|_e__rQa;;L i s

20

21

Lakewood community

And I told them I wanted a line going back about

22 And you don't want to hear the problems

23 they had

24

three years ago

They had people that are saying well, look, you

are talking to me, not the others And I just really got

25 upset with them
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1 So the basic issue was whether they could bring a

2 line across the freeway over to my house. So that went

3 away, and they did what thinkI y o u  j u s t s a i d . They

4 flipped me . They suddenly come up, yes,  we can get you

5 t w o  l i n e s  b u t  w e a r e  g o i n g  t o  d i v i d e one  l i n e  and  make i t

6 two

7 Have you ever heard of that? You have Well II

8 think I  get inferior service I don't think they are

9 Because quite of ten, when I

10

r ea l l y  l i k e  t w o  l i n es , good.

am dialing a customer, it  won't  go through, and I  w i l l  ask

11 the operator to put it through and then i t  w i l l go

12 through .

13 And this system is about 25 years old. And I was

14 told by one of the foreman that works for the company that

15 I probably would be eligible for some money, but I really

16

17

wasn't looking for that, under some kind of a subsidy that

And I have a pretty good income, I am retired,they had.

s o  t h a t , a g a in , i s  n o t  q u i t e  a n  i s s u e  .

_19- L ry-i-1=tq 5© -(ge~-12}9e4n1;@..g-i4.ze me._-th aLt__t.k1Lrd__l_ill€

18 The issue is  jus t

20 Now they flip me off and give me that line. Then

21 I

22

the electric company dropped off a couple steel poles.

own proper Ty on one side of the freeway and one on the

other side.23 S o I have tried for the last six months to

24 get them to run this line across when the electric company

25 does i t They can't seem to get that into their schedule.
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1 And the electric company doest t1 in other words, they

2 don't want to cooperate with each other So they never

really come up with any figures just more or less things

4 l ike cost prohibitive And they spoon feed me

So finally I got them to give me a figure

6 the last figure they give me was about $4,000

7 approximately, as the bird, crow flies three quai tars of

a mile from their switching station And that i s a shot t

9 distance So I maintain that they could take this line

10 and string it when the electric company comes across

11 they don't even want to address themselves to that

12 That's quite a lot of what they are basing their

13 fees on, because originally they had to have permission

14 from somebody down in Tucson, an engineer, blah-blah-blah

15 And actually I went ahead and tried to push that through

16 find out if that was bologna or what And they were just

17 dragging their feet

18 But I have a couple, three just quick questions I

89 w8u 9 4,k8 QQ a s, you Ts_.Lhe~r~e some~man_§ available for

20 that circumstance that I am in I am basically in an

21 island there You mentioned REA I remember REA when I

was a kid i n South Dakota They did really good things

23 Have they got money Have they been given money to

24 implement service to the outlying areas

25 ACT IN CHMN I SPITZER We can address that
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1 Maybe you can ask your questions and then pass the mike

2 back

MR A KBLLEY Pardon?

ACTING CHMN I SPITZER Finish all your questions

5 and then w e will address them

6 MR h KELLEY Okay. All right Can I get them to

7 send files to me Because I have asked them I have

look, I would like an estimate from you and I

would like to see in writing what you are going to do for

We can't do that, we don't do that

So basically it seems to me like there should be

some kind of a guideline that you can give us what their

13 duty is to us rather than just shoot and fish in the

14 barrel We don't know what is going on

15 That's it Thank you

16 COM 1 MUNDELL I will try to answer a couple

17 And, again, Mr. Lopez from our office

18

of your questions

is back here

-©n- 1319-es'iJfHa43ev--yes~r--491983-:8..b,aul1:l__gj.3I_e__.y o u

estimate of what it is going to cost

21 haven't done that

22

I am surprised they

And SO we will follow up and get them

to work with our consumer services person and we will

23 get they should provide that to you

One of the things on the universal fund, the

25 federal universal fund specifically, Arizona is not
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1 getting its f air share of that fund It would require a

2 change in Congress with congressional legislation

3 the reason, one of the reasons we are not getting it is

4 because the fund is again as Commissioner Spitzer

5 explained and you ser t of alluded to it, the purpose of

6 the fund was to provide telephone service to rural par ts

of America that normally would not have gotten them

star Ted back in the Depression with electricity, you know

g the Tennessee Valley Authority Those areas o f our

10 country would not have electricity without some kind of a

subsidy from the rest of the consumers of electricity in

12 the big cities

13

14

Same concept for rural par ts of not only Arizona

but all of America, but the fund is based on companies

15 that have a car rain percentage of their customers in rural

16

17

18

par ts of the state or the country

One of the problems, when I say problems, that's

why it would take a change in federal legislation one of

-the~-ts*s"u-es~wi-Eh Qwe% -i-8 4 49443-Q4l;y-4f t.hej.r_c11,s_tQmeJ;_s

20 are i n urban par ts o f the state, obviously Phoenix and

21 Tucson Those are not considered, you know rural par ts

22 o f America And so the way the money is divvied up is

23 again based on how many rural customers a telephone

24 company has because again, the theory is to get into

25 areas that normally would not have service
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So  t ha t i s s o m e t h i n g  t h a t  w e  c a n  l o o k  a t  a n d  t r y

2 to address more specifically in your situation

aga i n , you know, a t  one t i m e  t h i s was a r u r a l  p a r  t o f , you

4 know, Arizona I have lived here since 1968 in Arizona

5 And, you know, obviously you all know how f est it is

6 growing here So, again, whether you qualify y or not I

7 Can't specifically answer your question We can look into

j. t

9 Did I miss anything

MR | KELLEY The thing about two-line service

11 nobody has really been able to give me a good definition

12 Is that

13 COM o MUNDELL Well, sometimes they will split

sometimes the telephone company will split off the

15 copper wire to provide service And depending how f Ar you

16 are f rom the su b s t a t i o n your service may deteriorate I

mean the fur thee away you  are f rom a s u b s t a t i o n and I am

18 not an engineer  but ser  t  o f  the l ayman 's  vers i on  o f i t

3:9 ~1;11.: Eur*c-1=t a w a y - - - a 1 : - e f x u e - p L ni  L m  t i 1 : u e §L<11L_k1L , i ;

20 degrades e s p e c i a l l y  i f  t h e y  s p l i t i t , because  you  can

21 only put so many phone houses on a copper

22 MR I KELLEY Well, they never volunteer

23 information

24 COM 1 MUNDELL

25 MR. KELLEY I t i s l i k e  p u l l i n g  t e e t h
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COM • MUNDELL We will find out But that's a

2 lack o f communication They ought to explain it to you in

a little more detail And we can look into your more

4 specific But, again, talking generically, that's ser t of

5 what happens I mean the fur thee you are away, the number

6

7

of houses, the copper wire can only provide service to a

car rain number of houses They are going to, you know

8 obviously fiber optics which has thousands

9 capability of that is phenomenal compared to the old days

10 with dialing up ser t of Andy of Mayberry, the operator

11 gets on there and connects you

12 So we need to find out why you are having that

13 service deteriorated or not up to standard And we will

14 look into that for you We do have authority to do that

15 MR. KELLEY Thank you

16 COM ¢ MAYES I was just going to add, Dennis

17 you could talk to Reg in the back and leave your phone

18 number with him X assume it is Qwest we are talking

-ET ,a&©u l the ph@ne eempa my

20 MR 1 KELLEY

21 com l MUNDELL That s Mr. LopezI We have

22 She just referred to

23

been referring to him as Mr. Lopez

him as Reg, but it is one and the same person

24 COM 9 MAYES Right

25 ACTING CHMN . SPITZER And the f act that Qwest is
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1 not eligible for universal fund under federal law is

2 something that needs to be changed. And there is a bi l l

3 in Congress to change that

I t i s  by  co i n c i den ce  mo s t ; o f t h e  u n i v e r s a l

service money was going to the state of Mississippi and

6 at the time that bill was written, Trent Lott was the

7 senator, majority leader from the great state of

8 M i s s i s s i p p i

in  some r e spe c t s i t i s f unny  bu t

10 other respects i t  is  real ly sad And there are a l o t  o f

questions about the way that fund operates

12 Robert Redford's ranch was all par t of the

13 universal service So the universal service money

14 agree that urban people should rural electrification

15 you talked about South Dakota, that was paid for by the

16 people in Chicago Because everybody needs e l e c t r i c i t y

17 Bu t  po o r  p e o p l e i n  C h i c a go , welt  are moms shou ldn ' t ;  be

18 subsidizing Robes t Redford because he chooses to live on a

I9--~ranch---rem-e4;-e--a-né -~14e-geJes-f-ede..1:-a,l.Ly-__s1.1.bsidi zed_p8Q

20 So there are serious problems with the way the

21 system works at the federal level and I really think those

22 need to be changed

23 And Margaret Amado is the last speaker who did

24 n o t  w i s h  t o speak

25 MRS l AMADA Right
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1 ACTING CHMN. SPITZER: But your husband is very

2 Ar ticulate.

3 MRS. AMADA: Yes, I know

4 ACTING CHMN. SPITZER 2 And he may prevail in the

5 next rate case.

6 So we have, for the first time since the early

7 I 90 s, the Commission will be taking a look at the rates

8 and charges to make sure they are just and reasonable. So

9 that provides an opp or munity to address some of the f acts

10 that may be stale or changed over time

11 MR. A1v1ADA: Will I get a response from your

12 Commission?

13 ACTING CHMN. SPITZER: Not only that, you can

14 par ticipate in the proceeding and present evidence and

15 cross-examine witnesses So you can have a lot of fun.

16 We will now -- whoops

17 COM. MUNDELLI We want to go around again.

18 ACTING CHMN. SPITZER: I am sorry, yes.

MS SJZMMIE I gust _wanted tO clar1f§ one thing

20 I hope I didn't misunderstand Mr. Spitzer, but Arizona for

21 the deaf and hard of hearing will provide free phones for

22 people with hearing loss or have difficulty hearing on the

23 phone.

24 And I don't know that that -~ I may have

25 misunderstood you but I wanted to be sure that everybody

19
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1 knew that And next week the health f air there is

2 going I will be there with ALOHA, Adult Loss of Hearing

3 Association There will be forms there, and if you have a

4 hearing loss or know somebody else who may have a hearing

5 l o s s  w h o  c o u l d  u s e  t h e  b e n e f i t s o f  a f r ee  phone f rom the

6 A r i z o n a commission f o r  t h e  d e a f and  hea r i ng , l o o k  u s up

7 And that w i l l be you know, you can contact them

8 individually I didn't come with any of that material

9 But I wasn't sure that I understood precisely

10 w ha t  y o u  w e r e  s a y i ng I j u s t  wa n t e d  p e o p l e  t o know tha t

11 t ha t s e r v i c e i s a v a i l a b l e f r e e a free phone if you

12 qualify y. Okay

13 ACTING CHIVJN | S P I T Z E R Thank you My dad didn't

14 have that in Pennsylvania so I am glad we have i t in

1 5 Arizona Thank you very much

1 6 MS • SIMMIE I t is in other states

ACTING CHMN I SPITZER Thank you We w i l l

c o n c l u d e  t h i s  s e c t i o n  o f  t h e  p u b l i c  c o m m e n t And now we

w_Lll  m,oxze--on.__t_o__iJ;eJ1n__2._Q;1_Lhe ag§_nda,_._which is a se par a t e

20 item which is to do with the right of privacy And it is

2 1 C P N I ,  w h i c h  i s  t e l e c o m m un i c a t i o ns  j a r g o n I'm sorry

2 2 ( A n  o f f - t h e - r e c o r d  d i s c u s s i o n  e n s u e d . )

2 3 ACTING CHMN » SPITZER It is a very bad lawyer

24 who messes with the coir t repot tar Before we go into the

25 CPNI. l e t ' s take a five-minute recess So we stand at

9
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recess

(A recess ensued.)

ACTING CHMN Q SPITZER The second open meeting

4 agenda item 2 will come to order This is on the CPNI

5 docket That is the telecommunications personal private

6 information I t :Ls the phone numbers that you dial

7 is the length of those calls

Th i s i s a lot of people don't know that those

i n  a  d i g i t a l age, a l l can be re co rded And it ser t of

came to a head at the end of 2002, beginning of 2003, when

11 Qwest was proposing to sell customer proprietary network

12 information to third par t ies I t i s a n  i t e m  t h a t i s go ing

13 o n al l over the country

The Commission embarked on the first public

15 comments t h a t  we r e  v e r y  w i de l y  a t t e n ded  a t  t im e  t im e

16 because there was a lot  o f  pub l ic i ty There was some

17 interesting open meetings both in Phoenix and Tucson where

18 you had people that are not generally on the same

19 w¢1 v e 1-e~r1~g~6~l'1 , - j :@%e<9}O<;;4;8a-1-1- {y-5e>me- 'ape- r -y- -M eLa  1  p e o p l e

20 very conservative people You had the John Birch Society

and the ACLU arm in arm, concerned greatly about the

22 privacy rights of Arizona citizens

23 And, you know, the idea that i f you go to a

24 supermarket and you pay with a credit card, you know you

25 have a diminished expectation of privacy You can learn a
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1 lot about people from what they buy at the supermarket

2 And it is a shame you no longer have that privacy, but you

are in a public venue, you are using a credit card, and

with technology, those, the f acts of your purchases are

now in the public domain And maybe that is one of the

6 negatives of progress and maybe that is sad

But I don't think anyone had any idea that the

8 phone numbers and the identity of the people that they are

9 calling and the length and duration of those phone calls

10 were considered by the phone company to be public

11 information People felt that that was private

12 information And the sentiment we got at those meetings

was it ought to remain private

The problem is that there is, there was a lawsuit

15 that gave rise to this whole initiative from the United

16 States Coir t of Appeals in f aver of the phone companies

17 saying that the phone companies right to commercial

18 speech outweighed their customers' right to privacy

1-9- tha? r.sa ver--§349 --1 n my \L11e1¢1 a n .incorrect decision

20 There has been a decision in the coir t in the

city of Seattle, Washington state also striking down a

state privacy initiative So our attorneys at the

23 Commission have prepared a set of rules governing consumer

24 proprietary network information Those rules are

25 available at a future proceeding The Commission will be
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1 debating those rules as to whether they get put into the

2 Arizona Administrative Code that would govern not just

3 Qwest but all companies, all telecommunications companies,

4 and the degree to which this, what we believe, at least

5 speak for myself, what I believe to be private

6 information, the degree to which it would be made public

7 So we are here to take public comment on this as well.

8 Commissioner Mun dell.

9 COM. MUNDELL 2 Just briefly, Commissioner.

10 Obviously, as always, you did a good job explaining why we

11 are here today from a legal perspective. And, you know,

12 these are some big f ency words here on our agenda,

13 dissemination of individual consumer proprietary network

14 information by telecommunication carriers But as you

15

16

just said, what we are talking about are private telephone

records, you know, who you call, when you call, how of ten

17 you call, how long those calls take place. So if you call

18 Aunt Mildred back in Pennsylvania or you called Domino's

19 he-re , *fha-t-i~1*r<r1&ai-e> wasf-be-iragjQ.i-d_iQJ;,1:L1.u:p-Qs£5_Q_J'i_g

20 adder rising and other commercial purposes.

21 And there was, as Commissioner Spitzer talked

22 about, there were a number of coir t cases dealing with the

23 right of privacy and how that conflicts with the first

24 amendment and commercial speech And those cases are

25 working their way up through the coir t system And I have
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1 said on a number of  occasions i t  wi l l  probably go to the

2 U.S. Supreme Coir t at some point in time, maybe not in the

3 near f u t u r e , to ser t o f  b a l a n c e i n  o u r  s o c i e t y  h o w  d o  we

4 balance the right to privacy on the one hand and the right

5 to  f ree enterpr ise and using those pr ivate records for

6 commercial purposes

7 And so we star Ted the Rulemaking process. And

8 you have heard u s use that term, Rulemaking. Rules in

9 Arizona have the same force and effect as statutes once

10 they are approved by the Attorney General. So we have

11 star Ted that process to protect the privacy of the people

12 o f  Ar i zona

13 Normally those records require a search warrant,

14 you know, s i gned by  an i ndependent  judge to have those

15 released to law enforcement We f e l t , and I w i l l use I

16 guess I felt, that they were same of our private records

17 in our modern industr ial  society.

18 And then secondly, I made the distinction that,

89 -L -y641, 9949 Aiber4s@-ns Q-L-Bas~h4s ' am; i v  up- £11r- -t be Lr

20 card and they scan it, you know they are keeping track of

21 what you are buying, if you are buying Wheaties or root

22 beer or Budweiser or Cheerios, or whatever you may

23 purchase, and then they use that for purposes of

24 adder rising or commercial purposes

25 For phone records, again, we didn't think that
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1 affirmative decision by the customer was ever made And

2 we took the position that those records should not be

3 We i n f act held public hearings and did a number Of

4 things I

5 We told the telephone companies that, if they

6 didn't stop using that information immediately, we would

7 go  t o f e d e r a l co i r  t and  seek  an i n j u n c t i o n Number two,

8 we intervened at the FCC back at Washington And number

9 three, we star Ted our own Rulemaking process here in

10 A r i z o n a . And this is the end of that process

11 ACTING CHMN. SPITZER: Thank you, Commissioner.

12 COM. IVIAYESZ Thank you I don't have too much to

13 add to  that I would just say that, you know, a lot of

14 this action took place before I was on the Commission.

15 And I have s i n c e  t h e n  g o t t e n  u p t o  speed  on i t and have

16 been very supper five of the Commission's error ts I think

17 the Commission S t a f f are to be commended. Maureen Scot t ,

18 Commissioner Spitzer, was the person who wrote the new

i'9---p1~oposed--r-ules~

20 And then I was thinking yesterday, during our

21 publ i c  comment se s s i o n , t h a t i t s t r i k e s  m e tha t t h i s i s s u e

22 is very similar to the issue we just discussed earlier in

23 the sense that you have what appears to be companies that

24 are trying to find very creative and perhaps inappropriate

25 ways  to  pad the  bot tom l ine . And, you know, t h i n k  i t  i sI
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1 fully appropriate for companies to try to survive in a

2 difficult competitive field, but it is not appropriate to

3 do it on the backs of consumers in an inappropriate way

4 So it doesn't look like we have too many folks to

5 speak but we appreciate everyone being here

6 Mr. Davis maybe wants to speak.

7 MR. DAVIS: I didn't realize I need another form

8 COM l MAYES I N o I f you want t o come forward.

9 COM. IVIUNDELL: YOu don't need another form.

10 MR l DAVIS I just had the question Does the

opt out form that is available or comes to you from each

12 of the phone companies, and you have choices I don't want

13 my information sent here, there and everywhere used for

14 marketing, does that close this for you as an individual

15 or is this beyond that?

16 ACTING CHMN. SPITZER: Well, the opt out form,

17 have you gotten that? Are you referring to the ones from

18 the banks?

-]§z}§?T--|;̀)-}'§,]--I-;- -19 cher _ar§ fr9m__t h e b a n ks .,__ b u t I

20 have also gotten it from telephone companies where I would

21 have a choice of not having my information sold to

22 affiliates, other companies and whatever. It is usually

23 three or four choices

24 ACTING CHMN. SPITZER 2 The companies like the opt

25 out because statistics show very few people actually take
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1 the time to opt out.

2 MR l DAVIS I am not advocating. I am just

3 asking the question If one does opt out, does that take

4 care o f  th i s  par  t i tu lar  i ssue or  not?

5 ACTING CHMN. SPITZER: I don't know the answer t o

6 that We are going to have, we would have to get our

7 Staff. It would have, I guess it would be based on the

8 form. And sounds like it would. But before I am

9 definitive about that, I probably -- the good lawyer in me

10 says

MR I DAVIS Yes, read the form.

12 ACTING CHMN. SPITZER: read the form f irst and

13 then make sure  you have  an informed dec is ion. And

14 ul t imate l y , you know, i t  may, i f the coir ts -- we have

15 proposed opt in.

16 MR » DAvis 0 Yes, more logical.

17 ACTING CHMN • SPITZER' In other words, there is a

18 presumption that the information is confidential And

%9---Ehere--is--a~-p-r-@5449-pt i411-.i;b,ai;___§LoJ.L dJf1__n.Q11_-shaLe__1.1JCLl_6._s__s__-y9 u

20 a f f i r m a t i v e l y share.

21 And in law  schoo l  they  t each you waiver i s a

22 vo luntary  consc i ous  wa i ve r  o f  a known right, g i v ing  up of

23 a known right And opt out is not a waiver So you ought

24 t o say I consent to opt in .

25 You know, the example I always use, I call my mom
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1 i n Philadelphia. And that's valuable information to

2 presumably they know I like cheese steaks American

3 Airlines would love to market to me if they got empty

4 seats on a plane to Phoenix For 200 bucks you can fly to

5 That's fine, if I opt in. Then I am voluntarily

6 consciously conceding that privacy element But I should

7 have to do that.

8 Now, the coir ts have been very tough on opt in

9 And if we don't, through the coir t system and our

10 Rulemaking process, don't get an opt in, we are let t with

11 a modified opt in or opt out by the coir ts, then it is

12 going to be incumbent upon meetings like these and public

13 information to say stand up for your rights, opt out

14 You know, in some cases the companies are willing

15 to pay people for their information. So why should you

16 give it away for free or why should you give it away at

17 So you raise a point. I don't think I have gotten

18 those forms.

9,-8»,. v-l.@

20 ACTING CHMN. SPITZER: I would be interested in

21 looking at the form.

22 MR. DAVIS: I don't have a disagreement wit your

23 position I am just curious in the interim, while you are

24 trying to get this resolved, does opting out really opt

25 you out? That was so I am not debating the philosophy
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1 ACTING CHMN • SPITZER I think it does but we

2 would have to check the form.

3 MR • DAVIS • Okay, thank you

4 ACTING CHMN. SPITZER 2 Is there anyone else who

5 wishes to be heard on this topic?

6 (No response.)

7 ACTING CHMN. SPITZER: Hearing none, I just want

8 to thank each and every one of you for coming, including

9

10 have given us.

those who have dear Ted, for the valuable information you

And it is,It helps us do our job better

11 hopefully we have been able to provide some information to

12 the people of Green Valley, but more imper tartly you have

13 given us a lot of information to take back to our jobs in

14 Phoenix We thank you.

15 COM. MUNDELL: I would just thank

16

Same thing.

As I said, I always learn

17

everyone for attending.

something when we get out of Phoenix. And I learned a

18 number of things today, so just glad we held this meeting.

19 C o1V1_. MZ;\YE_S ,,Dil;I.QJ

20 ACTING CHMN ¢ SPITZER° Okay We stand adjourned.

21 (The proceedings concluded at 11:55 a.m. )

22

23

24

25
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1 STATE OF ARIZONA
S S

2 COUNTY OF MARICQPA

)
)
)

3

4

5

6

7

8

9

10

I, COLETTE E. ROSS, Car tiffed Coir t Repot tar No.

50658 for the State of Arizona, do hereby car tit y that the

foregoing printed pages constitute a full, true and

accurate transcript of the proceedings had in the

11

12

foregoing matter, all done to the best of my skill and

13

14 my hand this 82/5" day

15 of

WITNESS

I/Wa Q,8_ I 2005

16

17

18

19

20

- - - --
C » u,@ » ¢<9-49/
COLETTE E. RQSS
Car tiffed Coir t
Car tificate No.21

Repot tar
50658
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