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BEFORE THE
| LLI NO S COMMERCE COMM SSI ON

| N THE MATTER OF: )
)
PAY TEL COMMUNI CATI ONS, | NC. )
) No. 10-0260
Application for a certificate )
of authority to operate as a )
reseller of interexchange )
t el ecommuni cations services in )
the State of Illinois. )
Chi cago, Illinois
Oct ober 20, 2010
Met, pursuant to notice, at 12:00 p.m

BEFORE:

M. Douglas E. Kimbrel, Adm

APPEARANCES:

nistrative Law Judge

NOWALSKY, BRONSTON & GOTHARD, APLLC, by
MR. LEON L. NOWALSKY
1420 Veterans Menori al Bl vd.

Metairi e,

LA 70005

appearing via phone for

MS. QN L
160 North

| U
LaSall e Street

Suite C-800

Chi cago,

IL 60601

appearing for |ICC Staff.

applicant;

SULLI VAN REPORTI NG COMPANY, by
Jean M. Plom n, CSR, RPR

Li cense No.

084-003728
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JUDGE KI MBREL: Pursuant to the authority of
the Illinois Commerce Comm ssion, | now call Docket
No. 10-0260, Pay Tel Communications, Inc. This is an
application for a certificate of authority to operate
as a reseller of interexchange tel ecommunications
services in the State of Illinois.

WIl the parties please identify
themsel ves for the record.

MR. NOWALSKY: Leon Nowal sky. Last nane is
spelled N-o-w-a-I|-s-k-y. | am counsel for Pay Tel

MR. TOWNSEND: And | am John Vincent Townsend,
and | am the president of Pay Tel Conmmunications.

JUDGE KI MBREL: Gentlemen -- I'"msorry -- but
if you could give your address and tel ephone numbers
for the court reporter.

MR. NOWALSKY: Yes. Leon Nowal sky. My address
is 1420 Veterans, V-e-t-e-r-a-n-s, Boulevard. And
that's in Metairie -- spelled Me-t-a-i-r-i-e --

Loui si ana. And the zip code is 70004 -- |I'm sorry --
- 0005. Pardon nme. And my phone nunmber is area code
(504) 832-1984.

JUDGE Kl MBREL: And, M. Townsend, could you
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gi ve your address and phone number as well. [''m

sorry.
MR. TOWNSEND: Yeah. It's Pay Tel

Communi cations, Inc., 4230 Beechwood -- that's one

word -- B-e-e-c-h-wood Drive, Greensboro,

North Carolina, 27410. And the phone nunber is
(336) 852-7419.

MS. LI U: Appearing for Comm ssion Staff, ny
name is Qn Liu. First name, Qi-n; |ast nane,
L-i-u. Address, 160 North LaSalle Street, Chicago,
I11inois.

JUDGE KI MBREL: Okay. M. Nowal sky, you filed
a notion to appear pro hac vice within the | ast
coupl e of days, and you state that the State of
Loui si ana does share reciprocity with Illinois; is
t hat correct?

MR. NOWALSKY: Yeah, on a pro hac vice matter,
yes. I1linois counsel are allowed to appear in
Loui siana court, that's correct.

JUDGE Kl MBREL: Okay. That being the case,
your notion to appear pro hac vice is granted.

And | understand that M. Townsend
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will be testifying today; is that correct?

MR. NOWALSKY: That is correct.

JUDGE KI MBREL: Okay. M. Townsend, if you

woul d pl ease raise your right hand.

(Wtness sworn.)

JUDGE KI MBREL: M. Nowal sky, would you like to

proceed?

MR. NOWALSKY: Yes, thank you

JUDGE KI MBREL: You're wel cone.

JOHN VI NCENT TOWNSEND

called as a witness herein, having been first duly

sworn, was exam ned and testified as follows:

Q M .
be filed into
Comm ssi on an
i nterexchange

A Yes

DI RECT EXAM NATI ON

BY

MR. NOWALSKY:

Townsend, on April 1st did you cause to

e-Docket at the Illinois Conmmerce

application to be a reseller of

t

el ecommuni cati ons services?

we di d.

Q And that application -- as part of your

application,

it

included an application form as well
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as various attachnments to the application?

A Yes, sir.

Q Okay. I n your application in Question
No. 17, it is stated that the conmpany will
provide LEC-billed services -- it will bill its
customers through LEC billing. And it is now our
under st andi ng that you want to amend that to include
both LEC and direct bill; is that correct?

A That's correct.

Q And, secondly, on Attachment 4 you state a
list of states where the conpany, at the time the
application was filed, was presently providing
services; is that correct?

A That's correct.

Q Okay. And since the date that this
application was filed, additional states -- authority
was granted in additional states for you to provide
services; is that correct?

A That's correct.

MR. NOWALSKY: We would like to ask the
Comm ssion if we could supplenment Attachment 4 to the

application to add these additional states to the
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filing.

JUDGE KI MBREL.: Staff, do you have any
obj ection?

MS. LI U: No, Staff does not have an objection.

JUDGE Kl MBREL: That's not a problem and pl ease
do so.

MR. NOWALSKY: And should we file that as a
| ate-filed exhibit, or how would your Honor prefer it
to be filed?

JUDGE KI MBREL.: What ever's conveni ent for you.
You could even do it on the record, you know, if you
want to identify -- if we're tal king about
Attachment 4, you could identify the states. You
could also file a late-filed exhibit. Whatever's
conveni ent.

BY MR. NOWALSKY:

Q M. Townsend, do you have a list of the
current states where they're certified and maybe you
could read that into the record?

A Yes, | do.

MR. NOWALSKY: Okay.

THE W TNESS: Okay. You want nme to go ahead
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and proceed with reading that now, your Honor?

JUDGE KI MBREL: Yes, that's fine.

THE W TNESS: Okay. Al abama, Arkansas,
California, Colorado, Connecticut, Delaware, District
of Col umbi a, Florida, Georgia, |daho, |ndiana, |owa,
Kansas, Kentucky, Louisiana, Massachusetts, M chigan,
M nnesota, M ssissippi, Mssouri, Montana, Nebraska,
New Hampshire, New Jersey, New York, North Carolina,
Nort h Dakota, Ohio, Oregon, Pennsylvania, Rhode
| sl and, South Carolina, South Dakota, Tennessee,

Ut ah, Vernmont, Virginia, Washington, West Virginia,
W sconsin and Wyom ng.

JUDGE KI MBREL.: Okay. M. Nowal sky, do you
have anything further?

MR. NOWALSKY: No, your Honor.

JUDGE Kl MBREL: Okay. Staff, do you have any
guestions for M. Townsend?

MS. LIU  Yes, | have a couple of questions.

CROSS- EXAM NATI ON

BY
MS. LI U:
Q It's our understanding that you provide
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services to the prisons; is that correct?

A Yes, ma'am
Q Do you provide services to non-prisons?
A No. Our service is in providing inmte

t el ephone service to local, county, city jails and
possi bly prisons. W don't have any pl ans

i mmedi ately to do prisons. Our plans are to do

| ocal, county or city jails in Illinois.

Q Okay. So who are your custonmers? The
customers that open the account are the customers who
receive the phone call, not the customer who makes
t he phone call?

A The person we enter into the contractual
relationship with would be the County Sheriff or the
County Comm ssioners. The persons who are the

customers could be the inmate if he purchases a

prepaid card or uses debit calling. In that case,
the inmate would be the customer. Or the called
party could accept the call as a collect call, or the

called party could set up a prepaid account or a
direct bill account with us. And in that case, they

woul d be the customer.
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Q You nmean the people who receive the phone
call would be the customer?

A That's correct.

Q Okay. So your pay phone system a custoner
can make a phone call themselves, noncollect call;

t hey use debit card or prepaid. So they also can do

post pai d. In a second scenario, the customer wil
be -- or the customer under whose name the account is
open is the custonmer who receives the phone call. Am
|__

A That's correct. I n other words, if the

inmate is calling his mother, the inmate can call his
mot her using a prepaid card he purchases or a debit
account he sets up, the inmate sets up in the jail;
or his mother can receive the bill -- receive the
call as a collect call and pay her | ocal telephone
company.

O if the nother wi shes to use a
company like a wireless carrier or a VolP carrier or
a CLEC that do not provide billing for the calls, we
allow the nother to set up an account with us and the
account would be in her name, and she would either

10
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have a prepaid account or she could have a direct
bill postpaid account.

Q Okay. Just to follow up on what you just

said. You said that -- also |ooking at your
company's commercial plan -- you said if |ocal
company's billing -- local company has limts for the

number of collect calls a customer can make and can
receive.

Do you have any evidence that AT&T,
for example, has a limt on the number of collect
calls a customer --

A The limt that you're referring tois a
limt that we have historically established based on
our credit experience or our collection experience
with the | ocal telephone conpany.

We establish a threshold where we
have -- our experience has shown that -- we want to
be cautious that we don't want people incurring nmore
debt with the calls than they can afford to pay. And
what we do is we notify the customer -- because we
want to make sure it's not a daughter or a son
accepting phone calls that the parent, who's paying

11
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the bill, doesn't want to pay.

And so we actually initiate phone
calls out from our customer service people to the
customer to let them know how many calls they're
accepting. And we follow that up with a threshold
t hat beyond a certain point, we give the customer an

opportunity to have a prepaid account and receive a

di scount on the calls or set up a direct bill postpay
account .

Q | guess | probably didn't make the question
cl ear.

Do you know for a fact AT&T Iimts the
number of calls a customer -- a collect call customer
can receive?

A "' m not aware of AT&T establishing a limt
on that.

Q Or do you have know edge of any ot her

i ncumbent | ocal exchange company in Illinois inmposing
alimt?
A ' m not aware of any limt that is

established by an incumbent LEC. There very well may

be, but |I'm not aware of it.

12
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Q Because according to your commercial, you
say, "If you have reached your |ocal telephone
company's billing limt for collect calls,” so |
wonder whet her you know for a fact that there's such
alimt?

A There may be some confusion in what you're
| ooki ng at or what you're referring to. The
threshold limt is alimt we establish based on our
experience with the |ocal telephone conpany and how
our uncollectible experience is with that particul ar
tel ephone conmpany.

Q Were you actually acting |ike a collection
agency for the local telephone conpany?

A No.

Q What was the experience you refer to?

A The experience that we have had with
different tel ephone conmpani es has been fairly
significant. Wth AT&T, we have had a very good
relationship. W have a direct billing and
collection agreement with AT&T, with Verizon, with
CenturyLi nk/ EMBARQ, with several telephone compani es.
And with AT&T, they have been very accountable. W

13
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have not had any issues relative to receiving our
funds.

Wth EMBARQ, which is now CenturyLink
as a conparison you basically can accept all the
collect calls you want and then call up EMBARQ and
just tell them you deny all know edge of receiving
t he phone calls. And that has created a problem with
very high uncollectibles or very high post billing
adjustnments with us in dealing with EMBARQ.

So as a matter to try to protect
oursel ves, we have established a |ower billing
threshold with EMBARQ customers as opposed to
customers that have AT&T as their primary -- as their
| ocal exchange carrier

Q So the imt is imposed by your conpany,
not by the local telephone conpany?

A That's correct.

Q Okay. Well, your comercial seens to be a
little m sleading on that.

A And what are you referring to there? Are
you referring to sonmething --

Q | can read you the page: Customer Calling

14
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Pl ans, the first sentence says -- | got it from your
Web site.

A Okay. So | need to go back and check ny
Web site. And | agree that what you read could | ead
to sonme confusion, and we'll | ook at that and change
t hat .

What page is that on our Web site? Do

you know t hat?

Q Customer Calling PIan. It describes
different customer calling plans.

A Okay. "1l ook at that, and we'll make a

change on that.

Q The first sentence is, "If you have reached
your | ocal telephone company's billing limt for
| ocal (sic) calls.” Second is, "If your |ocal phone
company or wireless will not bill inmate coll ect
calls."”
So | don't know if that was based on
fact or based on -- the first one you explained that

the imt was not inmposed by the |ocal phone conpany;
it was inmposed by your conmpany.
A Correct.

15
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Q But the sentence here was a little
m sl eading. Okay. That's fine.
A We'll make a change in that and make that
clearer.
MS. LI U Okay. That will be fine.
| have no nore questions.
JUDGE KI MBREL: Okay. M. Townsend, | just
have a few questions for you.
EXAM NATI ON
BY
JUDGE KI MBREL.:
Q Out si de of what you and Counsel have
al ready mentioned, has the information in the
application changed since it was filed?
A Not that |'m aware of. Obvi ously the
financial information was, you know, 2008
information, | believe.

Q Okay. Are you aware of federal and state

slamm ng and cramm ng | aws pursuant to Section 13-902

of the Public Utilities Act and Section 258 of the
1996 Tel ecommuni cati ons Act?

A Yes, sir.
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Q Okay. Has the conpany received conpl aints

in the other jurisdictions where it is certified?

A Compl ai nts of what nature? You nmean
formal ?

Q Regarding its business activities.

A We will receive on occasion informal
inquiries that may go to staff. We have a stellar

track record in responding to those in a tinmely
manner. And the nunber of conplaints we have are
very m ni mal .

And one of the things which is rel ated
to what you're tal king about but is not specific to
state regul ators, we have the highest rating you can
receive fromthe Better Business Bureau. W have an
A-plus rating with the Better Business Bureau. And
we actually give the link to our customers on our
wel come page, on our home page, where they can go
straight to the Better Business Bureau if they have a
problem with us.

So we pride ourselves on tinmely
response to customer inquiries and elim nating

conplaints. And we've been in business for 24 years,

17
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and we've never had a formal conplaint in any
jurisdiction we've done business in at all.
JUDGE Kl MBREL: Okay. Thank you very nuch,
M. Townsend.
M. Nowal sky, would you like to
present your nmotion for protective order?
MR. NOWALSKY: Yes. | would request the
Comm ssion to amend our initial protective order that
we filed to change the time period under which the
financials submtted by Pay Tel will be protected, to
change it fromfive years as nmentioned in the notion
to -- | think it was two years which is the
requi rement under Illinois statute.
JUDGE Kl MBREL: Okay. Staff, do you have any
obj ection?
MS. LI U: No.
JUDGE Kl MBREL: Okay. That being the case,
your notion for a protective order is granted for two
years.
| don't have anything further.
So, M. Nowal sky or Staff, do you have
anything further?

18
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MS. LI U: No, not from Staff.

MR. NOWALSKY: Not hi ng further.

JUDGE Kl MBREL: That being the case,
this matter heard and taken.

HEARD AND TAKEN.

mar k

19



