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HB 977 
Subject:  
AN ACT relating to telecommunication services for prisoners


Sponsor(s):   Rep Webb, et al
Introduction Date:3/1/00
Assignment Date:
     
Due Date:
     
Text of Legislation:  

Create new sections of KRS Chapters 197 and 441 to prohibit contracts between telephone service providers and the Department of Corrections, fiscal courts, and private providers of correctional facilities that include commissions or kickbacks from the utility to the other party, or which permit phone rates in excess of those charge to other residents of the county where the jail or prison is located; permit inmates to utilize prepaid telephone accounts; amend KRS 197.510 to include similar provisions in any contract between the state and a private provider for operation and management of adult correctional facilities; create a new section of KRS Chapter 278 and amend KRS 278.010 and 278.200 to give the PSC jurisdiction over inmate phone service. 



Summary Impact -- Indicate affected service levels, workloads, staff and program areas (describe any coordination issues with other state/external agencies or groups): 

Passage of the bill will have serious operational and budgetary consequences for the Department of Corrections as well as local jails throughout the Commonwealth.  The Department of Corrections does not propose to speak on behalf of the Jailers in Kentucky but it is apparent that county jail operators will be affected in much the same way as the Department is affected as the bill applies to both prisons and jails.

The bill significantly reduces and limits the amount that telephone providers may charge for outbound prison and jail calls from these facilities placed by inmates and prohibits commissions paid to facility owners including the Department and jails.  As all outbound calls from prisons and jails are currently collect calls, there is a typical collect surcharge attached.  The surcharge is currently limited to $1.50 pursuant to a Public Service Commission order and line fees are prohibited by that same order.  The bill prohibits all surcharges and line fees.  This provision would essentially mean that all local calls, comprising approximately 20% of the Department’s call volume, would be at no charge as there are no per minute charges currently associated with local calls.  The bill further limits per minute rates to the average rate available to residents of the county in which the penitentiary or jail is located.

The bill does not adequately specify how the average per minute rate is to be calculated.  For instance, is the average rate calculated based upon the collect (0+) or direct dial (1+) rate; there is a very significant difference.  The bill does not specify if the average calculation must include, for example, typical cell phone programs where a flat fee is paid for a specific block of minutes.  This inclusion would make calculation of an average rate virtually impossible.

In either event, the requirement relating to average rates is impractical in that rates of all types change frequently and in order to be compliant with the proposed law the administering agency, and by extension the phone provider, must recalculate the average rate frequently, if not daily, to ensure that the rates charged do not exceed the average at any given time.  The calculation is further complicated by the fact that various peak and nonpeak rates and mileage band rates are included in most rate tariffs.  Potential phone providers are not likely to tolerate such a cumbersome system and will likely not be interested in the statewide contract.

If the average per minute rate is applied to direct dial (1+) rates of all telephone providers in the county, likely in the $0.08 to $0.12 per minute range, it is most probable that no vendor will be willing to install and operate a phone system in the prisons and jails because of the huge capital investment and operating costs attendant to confinement phone systems.  If no vendor is willing to install and maintain such a system under these conditions with its many costly security safequards, call recording, monitoring and tracking, then the Department would have to purchase and install this system, that is, if phone service were to be continued.  Provision of phone service to inmates is not a constitutional right so that, lacking funding authorization to procure and install this system, the phone system once removed by the current vendor, would likely not be replaced thus eliminating all inmate phone service.  It is estimated that the capital investment for the type of system the Department intends to install when the contract is rebid this year will cost in the $3M to $3.5M range.

If the average per minute rate is calculated and applied to collect call (0+) rates, likely in the $0.20 to $0.25 per minute range, the Department believes that vendors may be willing to provide service as well as install and maintain the necessary telephone and security systems so long as no commissions are paid to the facility owner.  This presumes the frequent rate re-calculation issue is satisfactorily resolved.  The bill, in fact, further prohibits the collection of commissions from the phone vendor.  This provision will reduce agency receipts to this Department by an estimated $3.3M per annum.  In order to maintain current services, these funds must be replaced with general funds. 

Another significant concern with the bill is that presumably its provisions will become effective July 15, 2000.  It is not realisticaly feasible to change the existing contracts with the Department, with all of the potential contract fallout issues unresolved, not to mention changing all of the existing contracts established at the local jails by that time.  Vendors are under no obligation to re-negotiate their contracts and may simply cancel.  It would take a minimum of 6 months to rebid, install and turn-up a new system for the Department.  It is suggested that a provision of the bill should include that requirements of this bill must be instituted upon termination of currently existing contracts but no later than some specific date such as July 1, 2001, for example.  

 

Fiscal Impact -- Also include increased/decreased administrative cost and whether new fund sources would be required (identify fund sources, and GOPM staff person consulted): 
The Department estimates that passage of this bill will necessitate the procurement of an inmate phone system in the $3M to $3.5M range if direct dial (1+) rates are required (unclear as written) as well as the loss of $3.3M per annum in lost commission revenues.  If collect call rates (0+) are allowed pursuant to the bill (unclear as written), then the Department anticipates the loss of $3.3M per annum in agency revenues.  The Department has no way of knowing what the impact will be on the local jails throughout the Commonwealth but the consequences appear equally severe.
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