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Q. Please state your name, business, and business address. 1 

A. My name is Mark Shmikler.  I am President of Illinois Payphone Systems, Inc., a 2 

payphone service provider certified by the Illinois Commerce Commission, with 3 

offices located at 7720 W. 99th St., Hickory Hills, IL 60457.  4 

 5 

Q. On whose behalf are you testifying? 6 

A. I am testifying on behalf of the Illinois Public Telecommunications Association 7 

(“Payphone Association”), an Illinois not for profit trade association composed of 8 

providers, distributors, and vendors of payphone services throughout the State of 9 

Illinois. 10 

 11 

Q. What is your position with the Payphone Association? 12 

A. I am a member, Director, and Vice President of the Payphone Association. 13 

 14 

Q. Please describe your experience in the payphone industry. 15 

A. For the past 16 years I have been providing payphone services throughout the 16 

State of Illinois, including the provision of payphone services in the incumbent 17 

local exchange territories of Verizon North Inc., Verizon South Inc. (collectively 18 

“Verizon”), and Frontier Communications Corporation (“Frontier”).   19 

 20 
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Q. Do other members of the Payphone Association provide payphone services in 21 

the Verizon and Frontier local exchange service territories? 22 

A. Yes. 23 

 24 

Q. What is the purpose of your testimony? 25 

A. The purpose of my testimony is to describe the relationship between the payphone 26 

service providers and incumbent local exchange company, identify the existing 27 

requirements established by the Illinois Commerce Commission (“Commission”) 28 

regarding the provision of local exchange services by Verizon and Frontier to the 29 

payphone service providers, and to recommend that any approval of the Joint 30 

Proposal for the Approval of a Reorganization Pursuant to Section 7-204 of the 31 

Public Utilities Act (“Joint Proposal”) by the Commission require that the existing 32 

Commission orders concerning the provision of local exchange services to 33 

payphone service providers in the current local exchange territories continue to 34 

have full force and effect in the same geographic territories as they do presently. 35 

 36 

Q. Describe the status of the payphone industry. 37 

A. Payphones have served as the public access to the telecommunications network 38 

for those away from the home or office, or for those with no other access to the 39 

telecommunications system, for over 100 years.  They are an essential component 40 

of the state and national public policy goal of providing universal access to the 41 

public telecommunications network.  However, with the growth of the cellular 42 

industry over the past 10 years, more individuals are able to access the 43 
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telecommunications network through cell phones when away from the home and 44 

office.  As a result, the utilization of the payphones has diminished considerably.  45 

Due to the significant fixed costs of providing payphone services, the reduction of 46 

use, with the corresponding reduction of revenues, has placed the provision of 47 

payphone services in a price squeeze.  The decrease in revenues without a similar 48 

decrease in costs makes maintaining the payphone system increasingly difficult.  49 

The Federal Communications Commission (“FCC”) has reported that the number 50 

of payphones in Illinois has fallen from over 108,000 in 1999 to under 34,000 in 51 

2007.  The decline in payphones has accelerated since then.  52 

 53 

Q. Do payphones continue to play a significant role in the provision of universal 54 

service? 55 

A. Yes.  The FCC has recently reported that, despite the proliferation of cell phones, 56 

the total number of Illinois residents without either wireline or wireless access to 57 

the telecommunications network has increased to approximately 700,000 people.  58 

Additionally, experience has shown that during times of an emergency, such as a 59 

natural disaster or a terrorist attack, the cellular network has a tendency to get 60 

overwhelmed by the surge in people attempting to use the cellular network, 61 

resulting in an inability of consumers to complete their calls.  During these 62 

occasions, the payphone network has been the crucial communications link for 63 

emergency communications.  64 

 65 
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Q. What is the relationship between the provision of payphone services and the 66 

local exchange company? 67 

A. Traditionally, both the local exchange company and the independent payphone 68 

service providers provide payphone services.  However, with the diminishing 69 

number of payphones, the independent providers have become the largest 70 

providers of payphone services in Illinois.  The payphone service is dependent on 71 

the local exchange for the provision of the network access line and the local 72 

services that enable the payphone to provide telecommunications services.   Since 73 

the local exchange company both provides the local services to independent 74 

payphone providers and provides its own payphone services in competition with 75 

the independent providers, the Commission has undertaken a series of 76 

investigations and orders to ensure just and reasonable rates, terms, and 77 

conditions from the local exchange company in the provision of local services to 78 

independent payphone providers to promote both payphone competition and the 79 

widest deployment of payphone services.  80 

 81 

Q. Has the Commission conducted such investigations with regard to Verizon 82 

and Frontier? 83 

A. Yes.  In Docket No. 98-0195, the Commission established requirements for 84 

Verizon’s provision of local exchanges services to independent payphone service 85 

providers, including the requirement that local exchanges service rates must be 86 

cost based.  In Docket No. 04-0306, the Commission entered an order establishing 87 

the requirements for the provision of local exchange services to independent 88 
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payphone providers by a number of smaller incumbent local exchange carriers, 89 

including Frontier’s local exchange companies. 90 

 91 

Q. Do these Commission orders have different requirements? 92 

A. Yes.  The Verizon order in Docket No. 98-0195 was the result of involved 93 

hearings over a six year period with an extensive investigation of the costs 94 

underlying the rates for the provision of local services.  This was done in 95 

conjunction with the investigation of the local exchanges services provided to 96 

independent payphone service providers by Illinois Bell Telephone Company.  97 

These are the two largest local exchange providers in Illinois.  As a result, the 98 

Commission made numerous findings of fact and requirements regarding 99 

Verizon’s provision of local services to payphone service providers. 100 

 101 

Docket No. 04-0306 involved all of the smaller incumbent local exchange 102 

companies providing services to payphone service providers. The provision of 103 

payphone services in these territories was much reduced due to the demographics 104 

of the exchanges.  Due to the significantly reduced impact of these exchanges on 105 

the considerably fewer payphones in their service territories, the parties deemed 106 

that it was more efficient to negotiate acceptable rates, terms, and conditions for 107 

the limited number of payphone affected.  The Commission accepted the 108 

stipulated proposal of the parties in entering its order.  109 

 110 
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Q. What is the Payphone Association’s concerns regarding the Joint Proposal 111 

currently before the Commission? 112 

A. The Payphone Association is concerned that the Joint Proposal not alter the 113 

existing Commission orders regulating the provision of local exchange services to 114 

independent payphone service providers in the current local exchange geographic 115 

territories.  The requirements of the Commission’s order in Docket No. 98-0195 116 

governing the provision of local exchange services in the present Verizon 117 

territories is significantly different from the Commission order in Docket No. 04-118 

0306 governing the provision of local exchange services in the present Frontier 119 

territories.  These requirements for Verizon affect significantly more payphone 120 

lines and are the result of an extensive Commission investigation.  The stipulation 121 

entered in the Frontier docket was agreed based on the significantly reduced 122 

impact it would have on the fewer number of payphone lines located in these 123 

territories and without a comparable investigation, which, under the 124 

circumstances, the parties deemed would be an inefficient use of limited resources 125 

on a docket with significantly reduced consequences. 126 

 127 

With the traumatic changes in the economics of the payphone industry, the 128 

requirements established by the Commission in Docket No. 98-0195, particularly 129 

the requirement for cost-based rates for local exchange services, are even more 130 

critical now to the continuation of the provision of payphone services in the 131 

current Verizon local exchange territories than when the Commission first entered 132 

them. 133 
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 134 

Q. Do you have a recommendation for the Commission? 135 

A. I recommend that any approval of the Joint Proposal be conditioned on the 136 

successor to the Verizon local exchange territories being subject to the 137 

requirements imposed on Verizon by the Commission in Docket No. 98-0195 in 138 

the current Verizon local exchange territories’ geographic area. 139 

 140 

Q. Does that conclude your direct testimony? 141 

A. Yes.  142 


