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lJIr. Reed TTundt

Chairman, FCC EX PARTE OR LATE FILED

VTashington, D. C.

!.'Je are all al,rare t:lat tel ClOne rates \dll be

on the increase in the very near future. "elm'lever,

there vJaS rnuch le"t to be desired in the report to

the people corcerning these higher rates.

One of tl':"ese puzzling re:arks WiS 5.ttributed to

you, i·rr. TInndt, the state'::ent behir: that the FCC is

C0 1'r:i tted to ensuring that locol nhone service

recain affordable. My question is: Affordable for

* riall it be affordable for the CEO l:Tho IS inco'-'e

is -'lore than "~100,000 a \Tear')

*Will it be affordable for the laboror vfuo earns

twelve dollars per hour 0

*r1ill :Lt be affordable for these on. a fixe(1 inco',e n

*r/!ill :L t be a:ffor(~.able for those \vho are e 'ployed

An anSvler to the above questions Hill be apprec-

iated.

s~'g~~
George ,]. Gobes
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"'.'.1'. Plan fo~ local rates· <

IfeS.,~aimof reform bill.
Firms say equipment and rural

costs must beo~ti '''to :'

ULfj ,',,"Tt! ( 1"""1" ,<

By MtlCE MILLS i '- IL ... v'...·r Y OA/Gi
WAlHINGTONPOST '.

"

WASllINQ'£ON -Phone, companies;
natienw;de are ,proposing tbat.local phone;
bills rise byabQut $10 a month over tMi
next sever~l ye;M'S. ,:

The companies say ·the local rate in~;

ere~ wpulc:l>be· more than offset bY,:
declining IOllg-distance bills and loweIrI
rates for a4d-on services such as can:
waiting and ~ller identification. But COll~ :
8urner groUps dispute that claim. sayingtM'
net effect would be higherphone bills foti
Americans. '.' :;~~: _.\ ',,' ;:

Biggerphooobills arej~,*"f~wmak":
eIS andtbeindustry said ~"1'lOt resulti
frOm a rMw telecommu~s';"w tha~i"S enacted in February. . L~ of thel

~
lation bili tru.. ....~ era in'

'At hbrisk~petitiorl~~ loweif'
and more c1'1()lces fOrCCl'It~. I

: . proponl. fotl~hef,"l'8~ hav~:
e ... ered some ifll:ti,.t~tidri at the:

". ee~€~O~~D14!
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TUESDAY, MAY 7, 1996 .. (!cltj6'-L!s

9NES: Companies Want :$10 Rate Hike for Local Service

~ ...... -L-O.Q6<'; r? +(\M I 7~ Ni'\, ....... "'I.;-

by ~ut $13 billion, according to local telephone bills increase from
the .udy by the consumer groups. an average of $24.11 to a new

U.der current regulatory sys- average of $21.87. to $23.75, the
terns, most phone companies are co~sumer federatIOn calculates,
allowed to make as much profit as ~hIle Los. Angeles would get an
they can without raising prices mcrease from an average of $13.31
above certain levels. Consumer to an average of $29.17..
groups contend that they are mak_ Loc~l phone co~~~s contend
ing too much profit and that the t~at, smce lon~-dlsta~ compa-
$13 billion would amount to excess mes costs o! ~Olng busmess would
eami~s that they could afford to be cut by bIllIons of dollars under·
lose the plan, due to the lower "access

. fees," they would be able to lower
The local companies dispute that their long-distance rates, creating

and say they would need to make it a financial wash for consume~.
up somewhere else. The main But many of these samedocal
source would be local telephone companies have complained that
rates. These increases, they sug- AT&T Corp. and other long-
gest, could be accomplished distance carriers have failed to
througb federally mandated fees "pass through" previous decreases
ta~ked onto local pho",~ ,bills, '¥I! in access,~arges to coqsumers in
well .. as through higher rates al-" the form of.lower rates.
proved,t the state level.' .~ ;~ LOni~di~tantecpmpanies"will

Somd local phone companies, in try to hold onto as much-of the $13
'their FCC filings, recognize that billion as they can for as long as
any huge rate increases might they can" rather than pass the
upset the guarantee of universal savings onto consumers, the con-
phone lIervice, by making people sumer groups say in their study.
on the~fin~ncial edge drop their An AT&T spokesman Monday
phone ,rvlce. So the U.S. Tele- disputed that claim, saying the
phone ~~.sn. ~nd Bell company SBC company had "historically" passed
CommlflCatIons .Inc.• for .example,. nJiil.1CJ)..s<~'n~~s!.2t~o~c~u~s
recomrritnd cappmg rate mcreases °ll
to 1 p~cent of a state's median The consumer groups also argue
income., .J that people who make few long-. in· •..'.. . :.. ..'fi! distance calls would not benefit
st~~t;tl:~~':O:~;::::~f:1 from lower long-distance rates. .
howcos1iy ph~e service already The gmups....,want Jh~,ECC to
is, woul4 result!: in Widely varying delay anyyoca[rate mcr~s~lmtIl
rate incrtases. ~'e Di.·strict of Co- competItIon arrives 10 local phone
lumbia, for exa Ie, would see servICe. '------

Her figure roughly coinci<:(es
with the findings of a stUdy of $~
FCC filings to be released today by
a coalition of consumer advocaCy'
groups that includes the Consumer
Federation of America, the Con
sumers' Union and the American
Assn. of Retired Persons.

"Now that (the phone compa
nies) are forced to put their cards
on the table and show what they're
really after, all this talk about
competition and opening markets
don't amount to anything except
for rate increases for local tele
phone subscribers," said Bradley
Stillman of the consumer federa
don.

"' ,The groups say that of 13 tele
~hQne cOlllpanies that sent propos
is to'the FCC, most suggested that
l&al rates would have to rise to

for universal service subSidies.
two-Nynex Corp. and MGI,

co~'m.uniCatiOnS Corp.......categori
call were against....any local rate
incr.. s. Approximlltely $13 bil
lion Of the $18 billion\ in subsidies
comes from inflated "access fee~"
that long-distance companies pay
to local" companies to begin and,
complete \long-distance calls, and
other arti.icially high charges' for
such services as caller ID and
business phone use. \

The consensus approach amopgi
the phone cgmpanies is to pricer
those services according to what'
they cost to provide. That would
cut the phone companies' revenues

. -

"lb,lae4'"-Dl
I Comn\Wiica~WI!s Commis

" _ft'ICh-w~have-W\ approve
plan, ''I'm.·., lly foc\Jsed on
neM to keel5:the local phone
affqrdable,"FCC Ch~irman

I ~. trundt said.
ie phone companies' J1ltt pro
ts 'are part of a debate man-

by.thetelecomRluni~tions
ov,f how to'continQe a dec
-old ptQgram in which certain
e . services are deliberaU!ly
dCed in •order to generate

t $1& billion a jYear in subsidies
Iphone compailies.

. ., of these subsidies goes to

. ide; servieei in rural areas,
, it can cost up to four times

uch to wire up a home as in a
~fld .to .Jive rate. break!! to
i~<~.aeltolds. The rest
e JP9ney.......theindustry doesn't

,. bn what the precise figures
't-is 0$00 to payoff the phone
'aoies' .past investments in

orkequipment.
:.;.~e,(l~()f!.be .phone compa
iqjlTplan is to generate much of

.~"ublfidypool 'by raising local
~.'~btnow the average local
Nis:~~f18. Over the next

it~s reasonable to
rate:' said

t.;Vieepresident of
,,' v .~_ ''', ~Y' for theUnited

s'Telephone Assn., which
i~tsphonec()mpani~

(t s'headded that "it's sort of
:~iSt to say local rates Will go,t:becau~ of declining prices in

'I' services.
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