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PUC takes actions against slamming and cramming

The California Public Utilities Commission (PUC) today levied penalties against two telecommunications companies for slamming and cramming consumers.  

The Commission approved a settlement agreement of $340,000 with two individuals and four telecommunications carriers for violating Public Utilities Code by slamming 6,020 California customers by changing their long-distance or toll-service provider without authorization.  The parties to the settlement include the Commission’s Consumer Services Division, the Gershenson Group, consisting of Long Distance Charges, Inc., Least Cost Routing, Inc., National Telecommunications, Inc., Future Telecommunications, Inc., Tel-Save, Inc., and Ned Gershenson and Doris Fisher in their individual and controlling officer and/or shareholder capacities.

Of this sum, $152,000 is for restitution to approximately 6,020 customers, $136,000 represents a penalty, $22,000 is for notifying customers that they must choose a new long-distance or toll service provider (and to reimburse the customers for the costs of making this change), and $30,000 is for hiring an independent legal claims administrator to handle the actual notification of customers, payment of restitution, and reimbursement for the costs of connecting with new providers.  

The settlement agreement requires the Gershenson Group companies to cease doing business in California for five years.  Tel-Save, Inc. is not required to forfeit its Certificate of Public Convenience and Necessity.  Telephone companies that Ned Gershenson or Doris Fisher as individuals manage, control or operate, or in which they have a 10 percent or larger shareholder interest, may not apply for operating authority from the Commission during the five-year period, and if they choose to reapply for such authority later, their application will have to disclose this proceeding and make a new showing of fitness.

In another move designed to help protect California consumers from unscrupulous practices by telecommunications carriers, the Commission today ordered Telmatch Telecommunications, Inc. to pay reparations totaling $5.5 million and fines totaling $1.74 million for cramming consumers by imposing unauthorized recurring charges on telephone bills.  The Commission also found Telmatch unfit to provide service to the public and revoked its operating authority.  

The Commission determined that Telmatch marketed a long distance calling card in California from 1997 to January 1998, using the name Benefits Plus, through a “sweepstakes method.”  The sweepstakes method entails deploying entry boxes, set up at locations such as fairgrounds, where consumers are enticed to fill out a sweepstakes entry form by an invitation to enter to win $25,000 cash or a new car.  Telmatch used the information it solicited on sweepstakes entry forms to charge consumers, through billing agents, a recurring charge of $4.33 for a calling card.  The recurring charge generally appeared on a separate page on consumers’ telephone bill and no clear reference to a calling card appeared on consumers’ phone bill.  The reverse side of the contest entry form contained small print saying that a person signing the form consents to receiving a calling card.

The Commission found that Telmatch owes nearly 60,000 Californians at least $5.5 million.  Telmatch solicited and crammed all of these consumers prior to January 1998.  Commission staff calculates that 60,000 consumers times $4.33 a month, times 20 months, equals about $5.2 million.  To this figure, Commission staff adds $300,000, based on the one‑time activation fee ($4.96) paid by the consumer.  
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