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To the Utilities and Energy Committee

Regarding Public-Interest Pay Phones

Pursuant 35-A M.R.S.A. § 7508
I.
BACKGROUND

In 2005, the Maine Legislature enacted legislation, codified at 35-A M.R.S.A. §§ 7104(6) and 7508, requiring the Commission to establish by rule “a process for reviewing and approving requests for public-interest pay phones” and authorizing the Commission to require annual contributions of up to $50,000 to the state universal service fund, to provide the funding for Public-Interest Pay (PIP) phones.  Section 7508 sets forth two general criteria for the establishment of the PIP phones:

1.
A proposed PIP phone must fulfill a public welfare, health or 

safety policy objective, and

2. A traditional pay phone would not otherwise remain or be placed at a 

proposed PIP phone location by the operation of the competitive marketplace.  


Subsection 7508(4) requires the Commission to file an annual report with the Utilities and Energy Committee detailing the Commission’s activities relating to § 7508.  Specifically, the report must include the number of petitions for PIP phones the Commission has received, the number of PIP phones the Commission has approved and the amount of available funds expended.


The purpose of this report is to respond to the requirements in § 7508.  
II.
COMMISSION ACTIVITY

On September 13, 2005, the Commission opened an inquiry in order to solicit suggestions from interested persons regarding the formulation of a rule governing PIP phones.  On January 9, 2006, we issued a proposed PIP rule and Notice of Rulemaking (Docket No. 2006-771).  A public hearing took place on February 9, 2006.  On May 3, 2006, the Commission reached its decisions regarding the terms of the PIP program and issued its final rule and Order Approving Rule.  The PIP rule is Chapter 252 of the Commission’s Rules.  

The PIP rule establishes procedures in the following areas:

· Type of telephone and calling capabilities.  A PIP may be located inside or outside, must have a distinctive identifying sign, must be coinless, must be capable of making direct dialed local, n11, and 800-style calls at no charge to the caller, and must be capable of making other calls using commonly available methods such as prepaid cards, credit cards or as a collect call. 

· Local exchange carrier responsibilities.  The local exchange carrier (LEC) must provide an access line at an approved Public Access Line Rate that is a fixed, per-month rate.

· PIP Provider responsibilities.  A PIP provider, selected by the Commission, shall install, maintain and service all PIPs, shall pay the LEC bill, and shall be compensated from the Maine Universal Service Fund.

· Application process.  The Commission shall accept applications at least annually, following certain timeframes and procedures described in the rule.

· Selection.  The Commission may consider six criteria delineated in the rule, or any others it considers appropriate, when considering which PIP applications to approve.  A PIP may not be installed if another publicly available phone is located within 1,000 feet of the PIP’s location unless the Commission explicitly determines that an additional phone is needed.

The order and rule are attached to this report.

III.
PETITIONS AND SELECTION


During July and August of 2006, the Commission solicited and accepted applications for PIP phones.  We sent a solicitation to all municipalities in Maine, state agencies dealing with issues that might prompt the need for a public phone, all incumbent local exchange carriers in Maine, and all persons who participated in our earlier Inquiry.  We posted information on our web page and ensured that members of the press were aware of the solicitation.  Our goal was to make relevant members of the public aware of the program without unduly advantaging any particular entity.  A significant level of press coverage during the development of the program undoubtedly aided in making the public aware of the program.  


We received 55 applications.  The vast majority were from municipalities requesting a PIP at a municipal building such as a town hall or fire state or at a public area such as a boat landing or a recreational building.  In some cases, we received applications for more than one PIP from a single municipality.


In September, the Commission deliberated and determined that each application should be placed in one of three categories:  Tier 1 (accepted with highest priority), Tier 2 (accepted with lower priority, subject to availability of funds), or Tier 3 (rejected).
  In November, the Commission reconsidered three applications and made minor revisions to the three tiers.  The final grouping is composed of 33 applications in Tier 1, 10 applications in Tier 2, and 11 applications in Tier 3.  Tier 3 applications consisted almost exclusively of locations that were within 1,000 feet of an existing publicly available phone.  Tier 2 applications consisted of applications from towns that submitted two applications and locations that were privately owned.  When ranking two applications from one municipality, the Commission generally ranked municipal buildings over recreational facilities.


The Commission sent notification letters to all applicants and began the process of hiring a PIP Provider to install the PIPs.  Using the State of Maine’s hiring procurement procedures, we issued an RFP and subsequently chose Davel Communications, Inc. as the PIP Provider.  Davel installs and maintains payphones nationwide, including within Maine.  Currently, Davel is preparing to conduct site visits in preparation of installing Maine’s PIPs.  


The contract between the Commission and Davel will result in Davel installing all Tier 1 and Tier 2 PIPs.  Davel will receive $50,000 per year for its services.  The contract lasts for three years, at which time the Commission will issue an RFP to obtain (or retain) a PIP Provider.  

IV.
PROGRAM MONITORING


As the PIP program progresses, the Commission will monitor such topics as speed of installation, problems encountered by the PIP Provider or the entity at which the PIP is located.  It is unlikely that we can monitor the number of calls made from the PIP, because that information is not recorded.  However, we will attempt to gain some knowledge of the uses made of the PIPs.  

V.
ISSUES FOR THE LEGISLATURE TO CONSIDER


We will draw the Committee’s attention to three issues.  First, the full $50,000 allocation will be dedicated to the PIPs selected in 2006 for three years.  Unless PIPs are removed – an event that we do not anticipate occurring frequently – there will be no funds for installation of future PIPs.  We could have avoided this problem by limiting the annual spending to less than $50,000;  the result might have been that fewer PIP applications would be accepted.  However, the PIPs we accepted were worthy applications and we saw no reason to refuse them in order to save funds for future years.


Second, the statutory requirement that PIPs not be placed in locations where a public phone would otherwise exist creates a “Catch-22” in some instances.  We received applications from municipalities that had already funded a public phone but that asserted that the cost was economically burdensome for the town.  We rejected those applications.  Thus, some towns were disadvantaged by the fact that they had “scraped up money” for a phone that might have been more important to that town and more economically burdensome than was true of phones that we did accept.  We see no obvious solution to this problem.

Third, we would have found it exceedingly difficult to choose among applications if there had been more applications than could be funded (and that were not within 1,000 feet of an existing publicly available phone).  During the 2006 selection process, we attempted to prioritize applications in a more granular fashion, and found that we are ill-suited to prioritize the severity of applicants’ needs.  Should more funds become available and a significant number of new applications be filed, this could become a serious problem to the effectiveness of the PIP program.  We suggest that a social service agency more familiar with social needs be given the responsibility to choose among the applications.  

� One application was withdrawn.
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