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Dear Ms. Salas:

Yesterday, September 15, Marie Breslin of Bell Atlantic, Aaron
Panner and I met with Glenn Reynolds, Craig Stroup, and Greg
Lipscomb of the Common Carrier Bureau on behalf of the
RBOC/GTE/SNET Payphone Coalition to discuss issues in the above
captioned proceeding. The enclosed document was prepared by the
Coalition and reflects the substance of our discussion.

Ms. Magalie Salas
Secretary
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D.C. 20554

Enclosure

One original and one copy of this letter (along with the
attachment) are being submitted to you in compliance with 47 C.F.R.
§ 1.1206 (a) (2) to be included in the record of this proceeding. If
you have any questions concerning this matter, please contact me at
(202) 326-7902.
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RBOC/GTE/SNET PAYPHONE COALITION

2Numbers add up to $.283 due to rounding up of line savings figure and maintenance
expense figure.

$.333$.345

AVOIDED COST CALCULATION

IThis number should be reduced slightly after one year (to account for the expiration of
BellSouth's tariff) and reduced to zero after two years.

Cost Category Second Report and Option A -- Best Option B -- Less

Order Approach Valid Approach

Starting Point $.35 $.35 $.35

Coin mechanism -$.031 0 -$.006

capital costs

Line savings -$.028 -$.030 -$.030

Collection and -$.026 -$.026 -$.026

Maintenance

Bad Debt/Collection 0 +.04 $.02
Charges

Flex ANI +.01 0 +$.014\

Interest +.008 +.011 +.011

ITOTAL



Both approaches:

Less valid approach:

Best approach:

Interest charge adjusted for actual delay in payment. AT&T's approach is wrong
because the question is what are additional costs of per-call compensation
compared to coin calls, not compared to hypothetical ordinary business practices.

Line savings based on actual Coalition experience, adjusted for local calling
component of flat-rated lines where measured lines available. Coalition
September 14 ex parte.

•

•

• Bad debt costs reduced to reflect (apparently flawed) assumption that under per
call compensation regime, collections will improve.

• Flex ANI costs based on actual tariffs and allocated to PCC-eligible calls only,
not all calls. This treatment is symmetrical with treatment of coin mechanism
capital costs. ~ Coalition Petition for Reconsideration at 18-20; Coalition
September 3 ex parte.

• Coin mechanism capital costs are included but corrected for overstatement in
Second Report and Order. ~ Coalition Petition for Reconsideration at 12-15.

• Recent Coalition experience indicates that APCC's $.04 estimate for bad debt and
coin collection is conservative. Many carriers that have been identified as switch
based resellers cannot even be located.

• Only economically avoidable costs treated as avoidable. Coin mechanism and
Flex ANI tend to reduce the costs of all calls. They are therefore not
economically avoidable. ~ Coalition Petition for Reconsideration at 8-12;
Comments on Remand Issues at 30-31.


