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FEE-27-1998 16:20 RMETPLBL rc-cilprpTc U U K V  

To: 

From: Brian Conon 
D.te: Fobnrary 26.1998 
Subject 

Dear Mr. H m k b  .ad Mr. S d u S k y  

lhis  mano is innnhd to present our analysss ofthe qumtindve impct  on AT&T of their rata 
increlses to cover payphone compensation for dial-mod and toll frae calls. Ow mcul,tbn i3 

641.6 millSon in 1997. AJ YOU wild that the rare MCWCJ allowedATbT ld Putn m~roxlmanhr I 
see h r n  rhil.dononr &the m e  hrea;cu were In cfftct for onlv D W ~  ofthc year in 1997. and 
whvear rho, were rrlofivrhr sienificmrr. the riwm for 1998 me Iikeh, to be even hinhtr. 

The metho& by whkh we p&onr,ed thegc annlyses involved raking the public amtcmmfs made 
by AT&T on Jwuy 21,1998 about tbcirate irruerpes, estimating ATkT'r share of that 
market, and multiplying &em to arrive at AT&T'r annual expected wewe from that mrrke1 
prior to my of the uaounced rrts irsvsuu . Next, we multiplied the rate increase by Qe 
revenue 10 mivs at an wtimta ofdw 
divided chis annualized figum by 12 months m arrive n m way monthly figure fur these 
added revmum, and then muldplied (his monthly fiyn by the number of months in 1997 Which 
were subject to the rate incrcsrm. Wethon added this fiyrc to the expected nvmu(L figUIc prior 
IO the rite incrccrses to arrive at the topl1997 revenue. The fhal calculation hvoh'rd 
rabhaning the pre-rrne increase revenue from thc tow port-rate increrre revmue to giva us the 
quautitativa impact of &e rate increases on each servico. 

I will explain the impucc of each rate inmeare, u gmSrah4 by our d y s e s ,  below. 

The first a d y r i s .  entirled "Toul Toll Frcc MfukM," quautificr the gain AT&T would makze in 
1997 from L 3 percent i-e in toll &?e rates to covu im payphone liability. effective 
Fcbmary 27.1997, "Us figure, highlighted in he Im column of the Total ToUF'rec section, 
show that AT&T would win $160,6 million from the rate incresra in Marchlhrou6h Decemba 
1997. Tba column before thir shows the rota1 AT&T revenues in 1997 for mll h e  including 
both pre  and post-in- revenuer. 

The second andysU, endtlsd '9usmCM C a l l i  Cards," quantifies the gain AT&T would redits 
in 1997 fromaS'O.lSparcall increaaeinbusiaess callingcardritestocavcritsp.YPhme 
Liability. e f f d v c  Februuy 27, 1997. This figure, highlighrd in the last column of rhe Burines$ 
Cud sodon. shows that AT&T would gam $46.7 million from b rate increase in March 
&OU& December 1997. The oalumn befar. this shows the tom1 AT&T revenues in 1997 for 
business cdling c u d  calls indw both pe- md post-inerearc revenuer. 

Jim Hawkii, Co-Chnir of the Psyphone Cmmunicatiaal A h V X  
Vinor Smdusky, Co-Chair of the Payphone Comrnuniatia Alli.nce 

Impact ofAT&T rate increw for payphone cornpensarion 

d d r d  w m u u  frua?he me increases. We then 

P .  05 
98% 

703 385 5301 WEE. 09 
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Tha third uulyi.~, mtitled '%Mi- I m i o ~ l , "  quantifies the gsin ATBT wwld &e in 
1997 from L 2 percat increase in business intanrliond rates to cava its payphone UabilitY. 
e&cive May I ,  1997. This figure, highlighwd in tha last column of rhc Dusinus Inclnational 
seetion, show that AT63 would g h  $57.0 million fmm tbe mtc inmaw in b h Y  chroash 
December 1997. I h e  column before this shows tha rod AT&T wmucs in 1997 fa business 
inrunationial including both p~ and post-iweare rcvu~ucL- 

The fourth mslysL, catirlsd "Inbound InrcnUtc Toll h e , "  quandfics the pin AT&T would 
realize in 1997 h m  a 7 p-t innr+se in iutorstate toll free raes to cover its payphow 
liability, ef€eaive May 1,1997. This fiptus, higtJighted in tho lnst column of the Inbound 
lnrcrsua Toll Free section, shows &ut AT&T w d d  gain 6239.8 million from the rate increare 
in May thtough Dccmbm 1997. The colum More this shows the toral AT&T revmucs in 
1997 for inbound incanrte toll free including both p" and post-increuc mvenucs. 

'Ilu find malysis, entitled 1 J . S .  Business trcmlatr hrtbound Long Distance Smice," 
qllnntifia rhe @n AT&T would rcalk in 1997 &om a 2 p"m1 increwe in toll free -5 lo 
cavm its payphane liability. eRcctive hby 1.1997. This figure, highlighkd in the last column of 
The U.S. Business Inrerstau Ourbound Long Dirtance Scrvice section, lhaws that ATBT would 
gain 3137.5 million Born therate increase inMmhthrough December 1997. The column 
befon this shows b e  rwl ATBT revenues in 1997 for burines3 inlerstate outbound l a g  
disnnce including both prc  and pon-inusrrc revmues. 

P lwc  nok tM we found ATdrT's StptCmDnts to bc mbu for tht Rod d y s h ,  in h t  OM 
could resd Qe rtnemmt “...prices for busines5 inte#tiond and iohrpule outbound services by 
2 pmxnt (point #S of !he rehe)," in two ways. The iocrarses wuld be mamUed to apply to 
dl hmta te  outbound m i c a s  @urincrr plus ruidaaid), or it could be rend to apply ta only 
business outbound interst& rervices. We chose a consuvativc appolch by focwing the 
analysis on only the business outbound in taa te  inmpretation. Including the residmtial 
segment with this mdysis would increase ATBT's gaiap sibDlficMtly. 

Please do not hesitate to call me on my dirsct line (650-27-43 15) if you have mY quedons 
about this material. 

FEB-27-199e i5:a7 

FEB 27 '9E 16:32 98% 

703 385 5301 
P. 06 

PFIGE. 10 
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ATTACHMENT 2 

AT&T'S FCC TARIFF FILING FOR 
GENERAL RATE INCREASE EFFECTIVE FEBRUARY 1997 



Mary Peterson Room 32D66 
Administrator - Rates and Tariffs 55 CorDorate Drive 

Bridgewater. NJ 08807 
9oa 65881 55 

February 2 6 ,  1997 

Transmittal No. 1 0 6 3 9  

.i e r; zeta r y 
Federal Communications Commission 
TWa:% hing ton, DC 2 11 5 S 3 

.Attention: Cormon Carrier Bureau 

The ac,Lompanying tariff material issued by AT&T Communications and 
bearing Tariff F.C.C. Nos. I, 2, 13, 14 and 27, effective February 
~27, 19Q7 and March 1, 1997, is sent to you for filing in compliance 
w ~ t h  the requirements of the Communications Act of 1934, as amended. 
This material consists of tariff pages as indicated on the following 
,check sheet: 

Tariff F.C.C. No. 1 - 4250th Revised Page 1 
Tariff F.C.C. No. 1 - 363rd Revised Page 1.4 
Tariff F.C.C. N o .  1 - 282nd Revised Page 1.6 
Tariff F.C.C. No. 1 - 195th Revised Page 1.7 
Tariff F.C.C. No. I - 161st Revised Page 1.8 
Tariff F.C.C. No. 1 - 9th Revised Page 1.8.1 
Tariff F.C.C. No. I ~ 385th Revised Page 1.9 
Tariff F.C.C. : I C .  I ~ 135th Revised ?age 1.11 
Tariff F.C.C. N o .  2 ~ 1339th Revised Page 1 
Tariff F.C.C. No. 2 ~ 320th Revised  Page 1.1 
Tariff F.C.C. No. 2 - 49th Revised ?age 1 . 3  
Tariff F.C.C. No. 14 ~ 89th Revised Page 1 
Tariff F.C.C. No. 27 ~ 520thth Revised Page 1 
Tariff F:C.C. No. 27 - 41st Revised Page 1.4 
Tariff F.C.C. No. 1 - 4251th Revised ?age 1 
Tariff F.C.C. No.  1 ~ 77th Revised Page 1.10 
Tariff F.C.C. No. i - 85th Revised Page 1.10 
Tariff F.C.C. No. i ~ 27th Revised Page 1.11 
Tariff F.C.C. No. i3 - 655th Revised ?age 1 
Tariff F.C.C. No. L3 ~ 5lst Revised Page 1.1 
Tariff F.C.C. No. 27 ~ S2lst Revised Page 1 
Tariff F.C.C. !lo. 27 - 62nd Revised Page 1.2 
Tariff F.C.C. No. 27 ~ l2nd Revised ?age 1.3 

. I  

;n this filing, AT&T: 

r e s t ruc tu res  resldentlal International Message 
're : r ,L >.mn'.i i cat I 3 r. s S e r vi :e -a f e s f 3 i o ca 5 1 o na 1 in t e r na t i ona 1 
: ~ i  : + r s  W ~ C ,  d r ?  :io: x b s  ;rlbed t o  an international calling p l d n .  
Tk.c O:.aI 3 t a L i i ; n  t~ate x h r d u l e s  'were changed :c reduce the 
nwb-: sf rate ' ; a t e g o r i e s ,  per : c o u n t r y ,  ts two; Standard and 
5:or.crny. The Lmpd'-t on individual Customers w i l l  depend on tt,r 

:I; t h c .  cost of .a specif:': ':all depending on both length of call 
ai:d L:Te tlme w.ien it i s  phred; 

,-.. --r-toxer'S c a l l i n y  p a : t e . r n i ,  and can be an increase or decrease 



Federal Communications Commission - 2 -  
Transmittal No. 10633 

adjusts the rates of its international calling plans, Reach 
Out"-World and Basic Value !from U.S. Mainland and Hawaii); 

adjusts the Hawaii - Canada Dial rates (Zones 1 and 2i and 
Hawaii ~ Mexico Dial rates. 

increases certain U.S. Mainland - Mexico Service rates (Schedule 
2 1 ;  

makes other minor changes; 

adds Alaska-Mainland, Alaska-Hawaii and Alaska-Puerto Rico/U.S. 
Virgin Islands to Commercial and Consumer Prepaid Card Service; 

- Increases AT&T International Message Telecommunlcations Service 
!IMTSI and ATST Commercial Long Distance Service International 
Calling Card call transport rates for calls between the U.S. 
Mainland and all countries (except American Samoa, Guam, Saipan, 
and Wake) ; 

Increases ATLT USADirect' Service usage rates (except American 
Samoa, Guam, and Saipanifor calls that terminate in the U.S. 
Mainland, Hawaii, Puerto Rico or the U . S .  Virgin Islands; 

Increases ATGT USADirect Service In-Language usage rates f o r  
calls that terminate in the U.S. Mainland, Hawaii, Puerto RlCO 
or the U.S. Virgin Islands; 

C3rrects Tariff Section references €or P.T&T commercial Long 
Distance Service Mexico Service Rate Schedules; 

Changes the cuuntry name of Burma to Myanmar in the rate 
schedules fsr AT&T IMTS and AT&T Commercial Long Distance 
Service International Calling Card; 

Revises material for AT&T Commercial Prepaid Card Service and 
AThT ?repaid Card Service b y  revising rates for selected 
count r i e 5 ; 

Revises the AThT Commercial Prepaid Card Service-Dollar Option 
Cards Discount.5. Customers' rates will increase as a result of 
this filing; 

Revises material for AT6T Cummercial Long Distance Service and 
.ATLT Internati3nal Message Telecommunications Service by 
i m = r e a s l n q  t k . e  Service Charge far Operator Handled calls to the 

'!dinland that criginate in Mexlco; 

~ C . : L ~ C S  m a t . r : i a L  for AThT C 3 m e r c i a i  USAUirect Service and ATLT 
lJ:;A3irezt Ser>:i :e by restructuring the Service Charge for 
i i l l i : i g  card ,:dLIs. This filing increases the Service Charge 
Lsr Operator-Assisted Calling Card calls; and 

Printed in 0 s A 
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Transmittal No. 10639 

Increases PRO* WATS/Plan Q Domestic and International Calling 
Card Surcharges. 

This filing increases various domestic, international and card 
usage rates for the following ATGT Business Services: AT&T 
UNIPLAN'U Service; AThT UNIPLAN Basic Service Option; AThT UNIPLAN 
Service Flat Rate Pricing Option; AThT U N I P W  Service 
International Card Service; AThT Software Defined Network Service 
! S U N ) ;  ATGT MEGACOW" Service; AThT CustomNet" Service; AT&T PRO' 
WATC/Plan Q Service; ATLT OPTIMUM Service; AThT Clear Advantage.' 
.Service; ATLT B O O  Service; AThT 800 GOLD I' Services; ATLT 800 
REAUYLINE.; ATGT MEGACOW' 800 Service; ATLT USADirect 800 Service; 
and AT&T 800 Plan K. 

Natification to Customers of rate restructure and other rate 
~id]'dstments is being made through advertisements scheduled to appear 
in qeneral circulation daily newspapers in major metropolitan areas 
throughout the country. These revisions were orginally scheduled to 
be filed on February 25, 1997 and effective on February 26, 1997. 
Due to production difficulties the filing could not be made with the 
F.C.C. on February 25, 1997. 

A continuing waiver of Sections 61.52(b) and 61.54(cl (1) of the 
Federal Communications Commission's Rules and Regulations was 
requested under Application No. 2141 and has been granted under 
.'jpecial Permission No. 95-1174. This permits AThT to file new 
t.dTLff5 In the section page number format. 

3. continuing waiver of Section 61.74 cf the Federal Communications 
':omission's Rules and Regulatisns was requested under Application 
Ilo. 1 5 2 8  and has been qranted under Special Permission No. 93-88. 

'?he revisions contained herein are scheduled to become effective on 
no t  less than one day's notise, pursuant to Section 61.23 of the 
;'ederai Communications commission's Rules and Regulations. 

4 continuing waiver o f  Sections 61.20 !cl, 61.22 la1 and IC) of the 
Federal Communications Comi55ion's Rules and Regulations was 
requested under Appliration No. 2742 and has been granted under 
5pecial Permission I J - .  P 6 - 0 i D R .  This permits ATLT to file changed 
!dzLff payes only on Cii-POM iitilizing Microsoft WORD' 6.0. 
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Payment in the amount of $60O.r30, along with FCC Form 159, was sent 
to the Federal Communications Commission, Tariff filings, c/o 
Mellcn Bank, P . O .  Box 358150, Pittsburgh, PA. 15251-5150, for 
delivery this date. Acknowledgment and date of receipt of this 
filing are requested to the address below. A duplicate letter of 
transmittal is attached for this purpose. Please address any 
inquiries concerning this filing to the attention of 
Ms. M. Peterson, Administrator - Rates and Tariffs, AT&T 
Communications, 55 Corporate Drive, Room 32D66, Bridgewater, 
I . I J  08907. 

IOriginal Signed By M. Peterson] 
.Achlnistrator ~ Rates an3 Tariffs 

Suplicate Letter 
4ttachment: 
Tariff Pages 12501 

Copy of Letter, with attachment, concurrently sent to: 
Commercial Contractor 
Chief, Tariff Review Branch, Public Reference Copy 

Printed I” 0 5 n 
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ATTACHhlENT 3 

USA TODAY ARTICLE ON IXC RATE INCREASES 



Page 1 

i tat ion Search Result Rank(R) 5 Of 116 Database 
-/26/97 USATD 01A USATD 
2/26/97 USA TODAY 01A 
1997 WL 6995505 

USA Today 
Copyright 1997 

Wednesday, February 26, 1997 

NEWS 

Carriers hit with $1 billion pay phone bill 
Steve Rosenbush 

A little-known wrinkle in the telecommunications law will cost 
major long-distance carriers more than $1 billion a year, and they 
are passing the expense along to the public. 

Twenty-two major long-distance carriers must pay $45.85 a month 
for each of the 2 . 2  million pay phones in the country, USA TODAY has 
learned. 

The fees cover the cost of toll-free and calling-card calls for 
which pay phone owners historically were not repaid. 

-omunications Commission to come up with a system of compensation. 

Long-distance carriers already have started paying the fee for 
the 350,000 pay phones not owned by phone companies. In April, 
they'll start paying for the 1.8 million pay phones owned by local 
phone comsanies. Monthly fees will be replaced in October with a 
35-a-czll charge carriers will pay to pay phone owners. 

Long-distance carriers have asked the federal appeals court in 
Washington to overturn the compensation plan. But in the meantime 
they are raising rates. AT&amp;T, for example, has hiked the rate 
it charges businesses for toll-free service by 3%, effective today. 

The year-old telecommunications law required the Federal 

The expense will eventually be passed along to consumers. 

"If a telemarketing operator's expenses suddenly go up 3% a 
month, eventually that makes its way into the consumer's pocket," 
says Daniel Briere of the industry consulting group TeleChoice. 
"It's one of the hidden taxes of the Telecommunications Act." 

MCI and Sprint weren't immediately available to comment. "I would 
expect more rate increases," Briere says. "It's j u s t  too  much for  
the carriers to eat." 

INDEX REFERENCES - - - -  ._.. 

Copr. ( C )  West 1997 No Claim to Orig. U.S. Govt. Works - - - 
C5mJ - 
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ATTACHMENT 4 

AT&T'S FCC TARIFF FILING FOR 
GENERAL RATE INCREASE EFFECTIVE MAY 1997 



Mary Peterson R m  32066 
Admlnistntw - Rates and TanM 55 C-e Onve 

Bndgewatw, NJ 08807 
9086588155 

April 30, 1997 

Transmttal No. 10709 

Secretary 
Federal Communications Comnnssion 
Washington, DC 20554 

Attention: Comon Carrier Bureau 

The accompanying tariff material issued by AThT Communications and 
bearing Tariff F.C.C. Nos. 1, 2, 4 ,  13 and 14, effective May 1, 
1997, is sent to you for filing in compliance with the requirements 
of the Communications Act of 1934, as amended. This material 
consists of tariff pages as indicated on the following check sheets: - - 4287th Revised Page 1 

Tariff F.C.C. No. 1 - 372nd Revised Page 1.4 
Tariff F.C.C. No. 1 - 402nd Revised Page 1.5 
Tariff F.C.C. No. 1 - 284th Revised Page 1.6 
Tariff F.C.C. No. 1 - 199th Revised Page 1.7 
Tariff F.C.C. No. 1 - 164th Revised Page 1.8 
Tariff F.C.C. No. 1 - 11th Revised Page 1.8.1 
Tariff F.C.C. No. 1 - 387th Revised Page 1.9 
Tariff F.C.C. No. 1 - 78th Revised Page 1.10 
Tariff F.C.C. No. 1 - 137th Revised Page 1.11 

Tariff F.C.C. No. 2 - 1347th Revised Page 1 
Tariff F.C.C. No. 2 - 324th Revised Page 1.1 
Tariff F.C.C. No. 2 - 54th Revised Page 1.3 
Tariff F.C.C. No. 4 - 460th Revised Page 1 
Tariff F.C.C. No. 4 - 88th Revised Page 1.1 
Tariff F.C.C. No. 13 - 662nd Revised Page 1 
Tariff F.C.C. No. 13 - 54th Revised Page 1.1 
Tariff F.C.C. No. 14 - 90th Revised Page 1 

- 33rd Revised Page 1.11.1. 

In this filing, AThT: 

Increases the usaae rates for various inbound and outbound 
~ ~~ 

Business Services contained in the aforementioned F.C.C. Tariffs. 

The material contained herein is scheduled to become effective on 
not less than one day's not ice ,  pursuant  t o  Section 61.23 of the 
Federal Communications Connnission's Rules and Regulations. 
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A continuing waiver of Sections 61.20 (c), 61.22 (a) and (c) of the 
Federal Communications Coranission's Rules and Regulations was 
requested under Application No. 2742 and has been granted under 
Special Permission No. 96-0709. This permits ATLT to file changed 
tariff pages only on CD-ROM utilizing Microsoft WORD@ 6.0. 

Payment in the amount of $600.00, along with FCC Form 159, was sent 
to the Federal Communications Commission, Tariff filings, c/o 
Mellon Bank, P.O.  Box 358150, Pittsburgh, PA. 15251-5150, for 
delivery this date. Acknowledgment and date of receipt of this 
filing are requested to the address below. A duplicate letter of 
transmittal is attached for this purpose. Please address any 
inquiries concerning this filing to the attention of 
Ms. M. Peterson, Administrator - Rates and Tariffs, AT&T 
Communications, 55 Corporate Drive, Room 32066, Bridgewater, 
NJ 08807. 

(Original Signed By M. Peterson) 
Administrator - Rates and Tariffs 

Duplicate Lett e r 
Attachment: 
Tariff Pages (1305) 

Copy of Letter, with attachment, concurrently sent to: 
Commercial Contractor 
Chief, Tariff Review Branch, Public Reference Copy 
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ATTACHMENT 5 

AT&T PRESS RELEASE DESCRIBING GENERAL. RATE 
INCREASES EFFECTIVE M Y  1997 



I o f 2  

News Release 

FOR RELEASE WEDNESDAY, APRIL 30,1997 

AT&T adjusts business long-distance prices to offset new 
payphone costs 
BASKING RIDGE, N.J. -- AT&T said today it would adjust prices May 1 on a range of business 
long-distance services to offset payments to payphone owners required under a plan established by the 
Federal Communications Commission. 

The FCC plan requires long-diztance carriers to compensate paypbone owners for coinless calls - 
typically calling card and toll-hc calls. Effective April 15, AT&T expects local telephone companies to 
begin billing it and 0 t h ~  long-distance companies for the I .8 million payphones the local companies 
operate. AT&T's share of the new costs is $26.21 per phone per month. 

To recover this cost, AT&T will increase prices for intnstate toll-he services by 7 percent and prices 
for business intmational and interstate outbound semica by 2 percent. 

"While payphone owners should be fairly compensated for the cost of providing coinless calls, we 
believe the compensation levels set by the FCC ~ T C  unreaonably high - which is why we're challenging 
them in court," said Ken Sichau, AT&T vice president for b u s i i  network seMcu.  AT&T pledged to 
roll back the price increases ifthe company succeeds in effoxts to reduce the level of payments to 
payphone owners. 

AT&T, other long-distance carrim and state regulators have appealed the FCC oder. The case is 
scheduled to be heard in mid-May by the Court of Appeals in Washington, D.C. 

For more information, reporten may contact: 

Mike Cuno 

mcuno@atimail.com 

Janet Wyles 
908 221-8790 
jwvIesli3amnail.com 

908 221-5563 

Click here to learn more about the services AT&T offers for businesses. 

KEYWORDS: coinless, toll-free, callingcard. fcc 

ATkT News Online I Monrhlv News index 1 AT&T Newsroom 1 News S m c h  1 Customer Sewicc 1 
c - - - - 

1214197 9 5 8  AM 

FEE 27 '3@ 16:30 703 385 5301 PRGE .04 

mailto:mcuno@atimail.com
http://jwvIesli3amnail.com
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ATTACHMENT 6 

TRADE PRESS ARTICLE ON AT&T’S 
AND SPRINT’S RATE INCREASES 



ATTACHMENT 7 

TRADE PRESS ARTICLE ON AT&T’S 
AND SPRINT’S RATE INCREASES 



MCs Pass On Payphone Payment 
a ~rocuy 61on was told it had 
to pay its employees sevenl 
timcs more rhan it had previ- 

1 w l y .  one would expect to see 
the amount of the raises 
reflected in the cost of w. 
milk, p m d w  and orher items. 

It's a S i l c  b u s i  model: The m n t  of 
money d g  in has to at least qual the 
&mum going out 

Well, that's exactly wtrrc the interexchange 
canicn (KC) arc as lhci number crunchen 
contunpiate how to acccum for tk hundreds of 
millions of dollan they are now paying pay- 
phone mice pmvidus (PSPs) under t a m s  
expressed in the Fcdenl Communications 
cwuniuioa'r (Fee's) order regarding pay- 
phMw mymsuim. AT&T. which suods to 

pay the 00 April Mlnnouoccd its p h  
fa nrmpity mmpenutioe Beginning May I, 
AT&T inaaned mC prica fa inlpstplc toll- 
fret prvias by 7 percuu and piices for busi- 
ness inuanatid and inkmate outbound fer- 

vimby2paceoL 
while pa- ovmn rhould be fairly 

fompmfated far che cost cfpoviding coinless 
&, we belierc me mmpmwl00 kvels se( by 
the malt muc+cmablylugh which is why 
wc'rcchaknghg mem incan" Ken s* 
AT&T via paiden1 fa baiaerr OdWorL rer- 
V i w s S I i d i O ~ c h e ~ L  
AT&T isn't llooe in tbir rcgmd. Eight of the 

22 KcF--more wim revcwes of al !us1 SI00 
millim--ordend to pay mc PSR rpenc the 
middle of May in Wasbiqal lesafyq befor: 
Q us. camof Appsls wim me hope of pet- 
ling mC mnpautioo a d a d d .  A nrliog 
d d  mme davo Eomtim chis nunma, but 
fa caw. tbe Wu is incffed. rodthlxcs will 
bve to fiad ways to pay up. 

"All the long dislaca mmpdoia LE going 
to be incurring L huge, new wpxx," says Jeff 
I(rgW M ioduStry aMsdUnl Md pSideot of 
b a n  Tekcom Associatcr. Wow, when my 
b u s i i  parses 00 a huge, new expeose to me 
COQ of pmviding the rervics the pice of me 
service goes up." 

70 Phons+ July 1997 

For AT&T. Ihrc expense is d l y  huge. Of 
the 545.8s per phm per month that the KCs 
must dok out to he PSPs. AT&T is nsponsiblc 
for 526.21. (The rest of the curierr fall in line 
proponional~ to thci share of tk inruuchange 
market.) AT&T expects local telephone compa- 
nies to begin billing it and other long distance 
companies for the pppmxima(ely 1.E million 
payphones the local CMopanies operue. Add in 
the estimate of 100,ooO p i v u e l y  owned pay- 
phone alnady figured inro the &, multiply 
that number by the $26.21: and you can envi- 
sion AT&Ts monthly payphone bill. 

But as rni?h as AT&T is auempting to 
recover fhe money it is paying to he pa+ 

the company. "We're just putting more effoii 
into w i n g  if we can stop h i s  thing." he says. 
'I can tell you that we estimate we will have 
to pay $lo0 million a year in compensation. 
I'm sure AT&T is double. mple. even more. 
So you c m  soft of undcrstaod why they would 
want to do (raise prices) in order to compen- 
sate for their costs." 

In the same press re lax that AT&T 
a n n o u d  irc nte i m .  the company also 
pledged to mll back moSe increases should the 
Coun of Appeals lake some action against the 
compensation order. We're on record as saying 
if we m i v e  relief from this order. we'll return 
to our c ~ ~ t c m u x  any measure of relief that we 

providers. Kagan 
believes the company 
is making a smtUlynL 
"AT&T is chmsing to 
make a stand." Kagm 
says. "if lhcy were 
accepcing his as the 
cwt of doing h i -  
m m e y  would be 
wortdng it in as tms- 
pamtly as posibk. 
But they're w( doing 
hat Tbey LE u* 
'wedoo't chiolr chis is 

prime tccauv it would be 
b a d  on yec more spxula. 
riaL 7luf is arh a wildly 

tical issue hat it's 

dy.'lhis is nu a pmfit fa us. l i i s  
to off* a durgc. and this is an 

L 



bun, because we d d t  feel it's apppiak. We 
Imw mat if it wss impkmcntcd, we wen going 
to have 10 n m v u  this money. In effefc we 
w m  being taxed, and we have to m v u  that 
money from  some^." 

In the as ofMAT&Tand Spirit. the m 
pmlieseknedtoniserusinthemmost 
aiT&lcd by the adcr--mpcoin p a w  &. 
Tbos inxarcs win evenPully be pesscd m to 
themnaum. IheisJuc is SiInpk, thedution is 
hub" Kagm says. Ihe kue is thephons h- 
Iclm an expcnsive to kcq up. and pall of me 
EoBl of u p k q  is whcn the mmm pops a 
quula in, he pays for the usc Of the phone." 

However, when the consum makes a col- 
ka call, a toll-fnx call or a debit card call. he 
d l y  is m paying directly for usc of the 
phone. lbat's the whole impetus behind the 
order. The FCC b a d  its 545.85 on an estimate 
of 131 nonsoin pay~hone calls pcr month at a 
me of 35 cents p u  call. For now, thc lXCs 
know exactly how much they have to pay cach 
monlh. Howevu, uyne Oet 7, lhat amount may 
v a y  well change when p u d l  ccinpuwion 
kicks in. MCs ail1 will be expected to pay 35 
mu per call to the Psps bul the amuunt will 

be p c r d  cnll madc. lfthcuwuntthe MCs 
an paying WI lhen diffas greatly from what 
they an paying now. MY me inacpser may 
have to be adjusted 

'I think we have told cusmnas. and I think 
customasunderstandlhalwbenthemade 
h i s  decision, the Fcc anticipated thlt I& bulk 
of this surcharge w ~ l d  be@thrmgh tothe 
c u s t ~ . "  Sprint's M c M d  says. "It wlcd 
ova a billion dollm for the industry. Even the 
FCC and people in business would no4 expect 
an industry to take a billiondollar hit on a OUT- 

charge and w( have that Soil ofmst--an cJlor- 
mously large number4ffset somewhere. This 
business is too mmpnitive for a n y w  to take a 
charge of lhat name and not build it into lheir 
business plan. It's just m h e . "  

But what about MCI? If the &r isn't 
raising its prices to make up for compensation 
paid in the order. it is pulling itself at a great 
advantage ovu competitors who have nised 
some of hcii rates by 5 pucent or mom. 
Convuscly, how will MCI absab an 58.26 pcr 

adjustment somwherc? Bah rmtfps. MCl's 
Lewis says, haven't neccsslrily been ddwcd 

phone per mlh payment wilhout I lid 

because MU is conrmeuingon the appeal. 
Which ksds tothenuahgicalq&. Just 

bnv hopeful is MCI mat an appeal will be w- 
ccssful? "we'h optimistic." culo says. "I doo't 
think we'd be d y  pmsing if wc didn't think 
thoc was some ldnd of pmsibility. Of murse it 
looks tough bul we'h still 0Pt;n;nic thu som- 
uling Carl be &ne w W o f  me Eugaocrs" 

Hinaially. Kagrn say& thc ngional &ll 
opratingmpanies(RBOCs)have.vchd~r 

MCs have had SMne time to mnlanplae the 

phone compensatiw has to mme from m- 

lobbying force thao the MCs. However. the 

wda and will likely point om tha~ because pay- 

wherc. ultirmtely it will be passedon t o t h e m  
suma. '1 hear ygumeaw on both sides and it 
d l y  depeodr on who's Mievable to thc people 
who an making mU decision." Kagan says. 

For now, though, AT&T, Sprint MCI and 

order, albeit grudgingly. If rtnd when the order is 
adjustcba at krsr b a l i  mads may 
vuy well face adjushcnu yet again. I t ' s  part 
of the srmggle of the industry," man says. 
Ihe industry's srmbgling to ninvent i d -  
and it's mary." 8 

most of the 0th MCs have complied with the 
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