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DOCKET 19278

REPORT AND ORDER UPON - RECONSIDERATION
BY THE COMMISSION:

On February 8, 1985, the Commission issued its Report and Order
under these dockets approving the resale of local service by
individually owned pay telephonss and setting forth guidelines under
which such service may be offered. Subsequently, Petitions ware [iled
requesting reconsideration of certain guidelines, as well as acceas to
the facilities of South Central Bell being provided on a measured
sarvice rats.

By Order issued April 1, - 1985, the "‘Commission granted tne
Pltitidna far Reconsideration and set same for hearing on April 19,
1985. The guidelines subject to reconsideration are:

8. Nop-chargeable Operator, 911, 800 numbers
and Directory Assistance must be able to ba made
without a coln deposit with no time limitation.

12. All instrumsents must be capable of
accepting nickels, dimes and quarters.

13. All local calla shall be prepaid.

15. If a time limitation is placed on a phone,
propar notice must be posted and the tone muat

sound 30 3seconds before disconnsotion. The
pinisum time limit shall be no less than 3
minutes. :

On April 19, 1985, the following parties and individuals appears:
and participated in this proceeding: Mr. Bradford Nicholson, Preaident
of Gladwin, Inc.; Mr. Brynley King, PFresident of Hational Payphone

Corporation; Mr. William Tucker, an independent consultant in the are2
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of rate design and tariff matters of operating telephone companies; Mr.
Les Greer, President of Payphones Unlimited, Inc.; Ms. Memory Lewis and
Mr. Wayne Lewils, of Lewis International ‘.;o_-sunicnions; Mr. John
Dorsch, Manager of Rates and Economic Administration with South Central
Bell, Mr. L. M. Miller, of the Alabama Telephone Association and Mr.
Jerry Renfroe, Director of the Co—.tau‘on'l Rates and Tariff Division.

Mr. King of NWational Payphone and Mr. Greer of Payphones Unlimited
testified concerning the guideline 8 requirement that directory assis-
tance be made without caoin deposit, stating that this requires free
directory assistance although the owner of the talephone must pay South
Central Bell for a directory assistance call and should, therefore, be
able to pass on the charge to the user. No testimony was received in
favor of diresctory assistance calls being mads without chargs. The
Commiasion, upon consideration of this testimony, is of the opinion
that individual owners of pay. telephones should be allowed to charge a
‘una not to exceed that charged by the local exchange company for a
directory assistance call from coin operated phones rather than
absorbing this cost with no -means for recovery. Therefore, we find
modification of guideline 8 to be in the best interest of the provision
of this service.

Mr. Nicholson of Gladwin and Mr. Greer of Payphones Unlimited,
expressed their concern over guideline 12 requiring instrusents to have
the capability of accepting multiple coins. Mr. Nicholson states he
opposes multiple coin instruments froam an economic standpoint as such
instruments costs in excess of $2,000.00, rather than $700.00 for a2
single coin instrusent and that multiple coin instruments are not an
economic necessity as the great majority of these inatruments are
located in places of business. Single ooin inn.ruiinu are anti-
inflationary and, in his view, would help keep the cost of Jay
tslephone calls at $.25. Another objection to multiple coln phones

expressed by both of these parties is that they require AC power in

order to recognize the different coins, which is an added cost.
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It is the Commission's opinion that guideline 12 {3 justified. :»
arriving at this opinion we take into consideration the fact that pay
telephone instruments provided by local oplratin!aculpnniga are capable
of receiving amultiple coins and such companies have incurred trs
expense of these inatruments in order to provide the most convenient
type of service to their customers and, therefore, to provide instru-
ments without this capability would nlou;t te a deterioration of the
service to the customers in this state.

Another consideration is that charges for telephone calls from pay
telephones do not,in all instances, and may not in the future, amount
to a rate that 1s a wmultiple of 3$.25. Contrary to testimony that
single coin instrumenta are anti-inflaticnary, it is cur finding that
such instruments may, indeed, be inflationary in nature by causing
users to insert coins in amounta that are above the set charge for a
call.

The paramount importance of maintaining the requirements of guide-
line 12 i3 related to the public health and safety. It is easy to
visualize situations of an emergency nature, including life-threatening
situations, where the caller may indeed have nickels and dimes but no
quarters to insert into the ust:rul‘c_ut', _tlh‘un preventing the completion
of such a call. 'rlur.rerc,- lu do a-ot. find guideline 12 unreasonable
and deny the request for modification of this guideline.

Several parties advocate postpaid rather than prepaid local calls
citing as reason thersfor that prepaid phones are not dependent upon
themselves in that they require AC power which is an added cost, and
that, therefore, a decision between postpaid or prepaid should be the
consumer's choice. With our finding related to the multiple coin
requiresent, AC power would be necessitated in any event. Therefore,
this requirement for prepaid instruments would not create any
additional expense. It i3 our opinion that guideline 13 should remain
as stated in the February & order. To allow the introduection of

postpaid instruments for the consumers use would, ian our opinion,
create confusion among those users and this 13 the very underlying

concarn which prompted this Commission to require all local operating

companies to convert to prepaid telephones in the State. This
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cclnnuraion has been accomplished in the majority of locations in
Alabama and should be 1008 converted in the near futurs. To allow
individually owned pay telephones at this time to introduce postpaid
telephones would be counter productive and unjustifiable in light or
the expenses incurred dy the local operating ea.:;niu.

It appears that some of the parties testifying concerning
guideline 13 have already purchased and, in fact, have placed into
operation instruments which are peutpa.id in npature and the concern
these parties have with guideline 13 relates to the investment already
made in postpaid instruments. Whether or not these expenses can be
avoided is a matter beyond this proceeding. However, clearly, the
exercise of patience on the part of such parties would have avoided
this situation and we are not rnpéhaiblo for actiona takea prior to
the February & ordar or since -then in contradiction thereto.

It is, therefore, the Commission's [finding that guideline 13
requiring that all local calls be prepaid is justified and in the
interest of the using public of the State, as well as being eguitable
with past requirements of this Commission placed upon local operating
companies. )

Ve would also point out that according to testimony given by Mr.
Wicholson, there are available escrow telephones which give the choice
between prepaid aad- postpaid operation which are i{nstrument imple-
mented, which may be a viable option to those businesses selling coin
telephones in diffesrent regulatory environaents.

Reconsideration waas also sought of guideline 15 requiring a tone
to bs sounded 30 seconds bdefore discoanection in the event of a time
limitation being placed on a phone. The only party offering any
testimony concerning this guideline was Mr. Greer, who gglt-d that the
30 'ucoud wvarning is arbitrary and should be changed to a warning tone
given at least 15 to 30 seconds before disconnection. Mr. Greer stated
it ia an unnecessary econcmic burden to make manufscturers change thelr
softwear to comply with this 30 second rule. No one aexpressed
opposition to this change, nor is the Coamission opposed if this will

allow flexibility and relieve any economic burden imposed by a 30
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second rule. We will require, however, that the warning pericd bhe
posted whare users will be readily made aware of the time lapse between
waraing tone and disconnection. Accordingly, we find it reasonable :>
modify guideline 15 to read "a tone must sound 15«30 seconds before
disconnection." We also point out that time limitations placed on
thess inatruments are not mandated by the Commission order, but are
opticnal for the owner of the insatrument. )

Mr. Tucker presented a measured assrvice rate based on nuamber of
calls rather than the length of any call, whiech he refers to as message
rate, which he states i{s a fair middle ground between measured usage
rate and a flat rate which does not take into account actual usages.
It 13 cost based and would recover the local cast of a call. However,
it is the Commission's opinion that this proposal does not take into
account that the longer a call lasts on a pay telephone, whether it be
a local operating company phone or a privately owned phone, the higher
the cost is for that call to the local eporiﬁin; company. As stated in
the February 4, 1985 order, local operating companies must be compen-
sated for the provision of the access lines and recover revenues los:
by the replacemant of their ownifnstrulcnts.Iosplcially in high revenue
production locations. We found therein that the measured service rate
as approved and the comparable flat rate also approved would most
fairly and adequately produce those revenues. Dur opinion remains
unchanged at this time and we note that isplementing the measured
service rate at the rate group level existing in each local exchange
rather than the highest rate group level in the State reduced the
revenuss received by South Central Bell considerably.

The Commiasion stated at that time since there was no historica:
datas by which to gauge this market, that we should review the access
line charges, 23 well as other lspoéhi of customer ownsad telephones,
after one year's operation. We still find this a reasonable course o0
action, to be taken at the end of said year.

Mr. King, of National Payphone Corporation, also presented
testimony concerning the present South Central Bell rate Sstructure

atgting that such structure is excessive and, in fact, discourages the

A\
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provision of this service.

Mr. King teastified that his company has two ways of doing
business. In the first instance, they sell the instruments outright
wheredy the owner thereof keeps the profits and pays all expenses.
the second, they lease the instrument uh.rob;a his company pays :re
expenses and the lesase gets a commisaion for having the phone in his
establishment. Mr. King introduced a cash flow study showing that
under the lesase plan, based on the usunpu'ou aade in his astudy, that
his company would have a negative cash flow of $73.43 per instrument
per month. This study also shows, based on his assumptions, that where
the customer owns the telephone his expenses equal 784% of the total
incose derived therefrom. _

One of the assumptions included in this study is that they would
average 30 directory assisted calla per month for which revenues would
not be recelved. However, the impact hers will no longer be as grea:
in light of the findings uoni_aincd herein concerning- charges for
directory assisted calls. Ancther assumption used is that 75% of all
calls would be Band B calls which are charged at a higher rate than
Band A. Although it may be true that there are aore Band B calls in
cartain areas of the state, th;f:o is no evidence to convince the
Commission that this is true in the majority of locations and certainly
in those locations nt.h a preponderance of Band A calls the total cost
to provide this service will be reduced.

A third assumption made in this cash flow study is that the
average call would last 3 minutes and 2 seconds. No reascn was given
for this assusption, although it adds the cost of an extra minute
because of the 2 3econds over the minimum time limit allowable by
Commission guidélines. To make this assumption in light of the 3 minute
minimum time gulideline appears only to inareaas the -ooot for the
purposes of this study. VWere the assumption made on 3 minutes, this
one factor aslone would reduce the total coat from 743 of the total
income to 563 of the total income according to the study, 3till with
the assumption that 75% of the calls would be Band B. In locations

whers the smajority are Band A, the 56% figure would be even
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considerably lower even on calls with a duration In excess of 2

-

minutes.

It is the opinicn of the Commission that any business enterpr:ise
which is able to cover its expenses with 563, or less of its tctal
revenues and, in fact, even with 743 of its total revenues should one 3
profitable enterprise, much more so than other regulated atilities. 2
leass plan such as that envisioned by Mr. King introduces an additiona.
profit market and one which is not regulated by this Commission. e
stated 1in our prior order that although the ownership or lease of
privately owned pay telephones could result in an sconomic advantage,
we did not guarantee such an advantage and we do not at this time,
especially where an additional market as proposed by Mr. King is
concerned, although it certainly seems feasible that a profit could be
made sosevhere in the range of 563 to 1003 of cost versus revenue under
the other scheme.

It is, therefore, the finding of the Commission that the ra;e
“structure approved im the rnérunry "8, 1985 order i3 reasonable and
Justified at this time and comports with the directives of the FCC :(n
that it does not interfere with the customer's right to interconnec:
customer owned pay telephones ‘t.;) the network. As stated previously,
the Commission will review tn.a.]ratca at the propear time and make any
adjustments that appear warranted based on approximately one year's
opsration under this rate structure.

IT IS, THEREFORE, ORDERED BY THE COMMISSION, That guideline 8 :e
modified as follows:

8. Non-chargeable Operator, 91!, and 800
numbers must be able to be made without a coin
deposit with no time limitation. Directory
Assistance calls will be charged at a rate not
to exceed the local exchange coapany charge for
such calls from coin operated instruments.

IT IS FURTHER ORDERED BY THE COﬁHISSIDI. That guideline 13 =2

modified as follows: '
15, If a time limitation i3 placed on a phone,
proper notice must be posted and a tone must
sound 15-30 seconds before disconnsction, the
exact interval of which shall be clearly stated

on the instrument. The minimum time limit shall
bs no less than 3 minutes.
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IT IS FURTHER ORDERED BY THE COMMISSION, That Modification Upon
Reconsideration of guidelines 12 and 13 and the Measured Service Raze
approved prior hereto ia heredy denied. =

IT IS FURTHER ORDERED, That this order shall be effective as :°
the date heeof.

DATED at Montgomery, Alabama, this 6th day of June, 1985.

ATTEST: A& True Copy

WY Tt tapn

¥Wallace Tidmore, Secrstary




