
RE}IARKS OF CHAIRI.I.AN PATRTCIA U. TIORTHY,
PUBITIC sERvIcE coMurssroN oF THE DISTRICT oF colttl-lBlA,

CONCERNTNG ISDN PRICING STRATEGIES

DEIJIVERED TO THE TOUCHE ROSS CONFERENCE
oN rsDN r.rARKEr rNTS?U;;loN srRArEcrEs

9:00 A.!1.

GOOD }IORNING. r AU PIJEASED TO HAVE THE OPPORTUNTTY TO

ADDRESS SOI'IE OF THE ISSUES I BEITIEVE IMPORTAI,TT CONCERNINC PRfCIt{c

STRATEGIBS FOR TSDN.

UNTfIJ NOlf, DISCUSSIONS ABOUT rSDN HAVE FOCUSED ON TECHNICAIT

ENOINEERING QUESTIONS : PRfUARIIJY, I{llAT STANDARDS SHOUT,D APPIJY

COMPATIBTIJITYNATTONALITY AND TNTERNATTONALITY To ENSURE sYsrEl.ts

AND ENCOURAGE SUCCESSFUIT rSDN HARDWARE DEVEIJOPUENT. ttITH !{,AMf OF

THESE EI{CINEBRING ISSUBS RESOIJVED, IT IS NOI| TTME TO ADDRESS HOIT

rsDN I{rIrIr BE BRoucHT To MARKBT, Hor RATES tfrlrlr BE STRUCTURED, AND

DEVSIJOPMENT ANDlfHO I|IIJIT BEAR THE BURDEN OF THE HfcH COSTS OF

DEPIJOYMENT. THESE QUESTIONS I{IIJI, BE ON THB AGENDA OF EACH

REGULATORY ACENCY CALLED UPON TO REVIEII ISDN TARIFFS. TO DATE,

HOI{EVER' THERE IS ITITTITE PRECEDENT THAT REGULATORY COMUfSSIONS

CAN IrOoK TO IN ADDRESSfNG ISDN PRICING f SSUES. ONIrY TI{O ISDN

TARIFFS OF GENERAIT APPLICABIIJITY HAVE BEEN FILED IfITH COIIMISSIONS



IN THE UNTTED STATES, ONE BY AT&T AND ONE BY II,I,INOTS BEI,I,, AN

AMERITECH COMPAI\ilr. OTHER COMPANIES HAVE ETTIIER FILED INDMDUAIT

CASE BASIS TARIFFS IO PROVIDE ISDN TO SPECIFIC CUSTOMERS, OR HAVE

DISCUSSED PUBIJICLY ISDN PRICTNG

r T{OUIJD TJIKE TO ADDRESS SOME

ISSUES. IN THE NEXT FET{ MINUTES,

OF THE REGUIJATORY ISSUES I THINK

SHOUIJD BE THE FOI'NDATION OF THE REGULATORY ASSESSMENT OF ISDN

DEVETJOPMENT, AI{D THEN SURVEY HOW THESE ISSUES ARE REFI,ECTED IN

THE fARfFF FIIJINGS' AND INDUSTRY PROPOSALS.

THE PURPOSE OF A

THAT RATES CHARGED AND

ARE i'UST, REASONABIJE,

STATE REGUI,ATORY COMUISSION IS TO EI{SURE

SERVICES PROVIDED

AND fN THE PUBITIC

THESE OBJECTMS fS THE NATIoNAI coAIJ oF ULTIMATELY ACHIEVING

UNIVERSAIJ TEIJEPHONE SERVICE TO PERSONS OF EVEI{ THE MOST MODEST

THAT THE COST OF

VARIOUS CLASSES

MEANS. AMONG OTHER THINCS, THESE FACTORS REQUIRE

TEIJEPHONE SERVICE BE DISTRIBUTED FAIRIJY A!{ONG THE

OF CUSTOMERS, AND THAT RATES ARE DESIGNED IN ACCORDANCE I{ITH

TI!,T8, TEIJEPHONETHESE PRICING DISTRIBUTIONS. AT THE SAME

COMPANIES MUST BE AFFORDED AN OPPORTT'NITY TO EARN A FAIR RATE OF
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RETURN ON INVEST!{ENT IN ORDER TO ATTRACT INVESTORS, ASSURE

FINANCIAL INTEGRITY, AND REDUCE ITS CAPITAIJ COSTS.

NEtl TECHNoLocrEs IN MY oPINIoN DO NoT AFFECT THESE BAsIc

PRECEPTS AS SUCH, I AM COI{FORTABLE APPI,YING I,ONG-STANDING

RECUIJATORY POIJICIES TO

HAVE SERVED I{EIJIJ

THE DETERHTNATION OF ISDN PRICINC. THEY

IN THE PAST, FOR EXAMPIJE, I{HEN

EITECTROMECHINfCAIJ SI{ITCHES REPITACED IJM OPERATORS, AND ITATER

I|HEN ANAIJOG ELECTRONIC SI{ITCHES REPIJACED CROSSBARS. APPITfCATfON

OF THESE PRINCIPIJES TO IMMEDIATE DEVEIJOPMENTS SHOUITD BE EXPECTED

BY THE INDUSTRY ABSENT cotlPBIrIJINc REAsoNs To THE CONTRARY.

IN ADDITTON TO THB CLEAR CUT REGUIJATORY DUTIES OF BAIJANCING

THE FTNANCIAL NEEDS OF RATEPAYERS TO THOSB OF THE CO!'PANIES'

INVESTORS, OTHER PUBIJIC POIJfCY INTERESTS COME fNTO PLAY IN

SETTINCASSESSING REGULATORY TREAT}'ENT OF NEII SERVICES AND IN

THErR PRTCES. COMPANTES MUST BE crVEN ADEQUATE LATTTUDE TO

ENHANCE THEIR NETINORKS' CAPABIITITIES IN ORDER TO PROIT|OTE FEATURE

RTCHNESS, PROVIDED SUCH ENHANCEI{ENT DOES NOT I!{POSE UNDUE BURDENS

ON OTHER PUBIJIC INTEREST OBJECTMS. FEATURE RICHNESS IS A
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IJAUDABIJE GOAIr FOR A NU!,!BER OF REASONS. IT INCREASES THE VALUE

THE NETI{ORK TO BOTH THE UTIIJITY AND ITS SUBSCRIBERS.

INCREASES CARRIER COMPETITIVENESS IN I,IGHT OF PRESSURES FROI.T

THUS HEIJPINC TOALTERNATIVE SERVICE AND

ENSURE THE INTEGRITY OF THB

EQUIPMENT SUPPIJIERS '

CARRIER OF LAST RESORT. MOREOVER, IT

IIIIPROVES THE ATTRACTTVENESS OF THE CARRIER,S SERVICE AREA TO

BUSINESSES,

CIJEARLY,

THEREBY ENHANCINC THE AREA'S ECONOI'IIC DEVELOPMENT.

REGULATORS CANNOT TURN THEIR BACKS ON PRUDENT

TECHNOIJOGTCAIJ IMPROVEMENTS .

RECONCII,ING THE TENSION BETI{EEN THE DESIRABII,ITY OF A

FEATURE RICH NETIIORK AND THE NEED TO PROMOTE UNIVERSAIJ SERVICE IS

AT THE HEART OF THE ISDN PRICINC ISSUE. IIHILE TSDN IS DESCRIBED

TELEPHONEAS A GREAT STEP FORI|ARD FOR CARRIERS, THE I{EEDS OF AIJII

SUBSCRIBERS MUST PLAY A PROITIINENT ROI,E fN CRAFTING PRICING

POIJICY. TO THE EXTENT THAT ISDN IS A MONOPOIJY SERVICE OR NEAR

INDICATIONS THAT IT IS)MONOPOIJY SERVICE, (AND THERE ARE MANY

SUBSCRIBERS MUST BE PROTECTED FROM PRICE GOUGING. THIS IS

PARTICUIJARLY TRUE FOR THE SMAIJIJ BUSINESS SUBSCRIBER.

4

OF

IT



AT THE SAI'IE TI}IE, THE GENERAIJ BODY OF RATE PAYERS MUST BE

INSUIJATED FROM ABSORBING THE COSTS OF ISDN, A SERVICE ENHANCEI{ENT

THAT THE VAST MA.IORITY OF SUBSCRIBERS TrIIrIr ARGUE IN NO t{AY SERVES

THETR NEEDS. AS

THE COST CAUSERS,

SUCH, ISDN CUSTO}IERS MUST PAY THEIR OI{N T{AY. AS

rSDN CUSTOMERS MUST SHOUIJDER THE BURDEN OF THE

TIME, THEY MUSTADDITTONAIJ EXPENSES THEY CREATE. AT THE SAME

BEAR THEIR

I'HOIJE.

FATR SHARE OF THE COSTS OF OPERATING THE NETTORK AS A

ACCORDINGI,Y, ANY TSDN PRICING STRATBGY MUST INCIJUDE A

REASONABITE CONTRIBUTIOT{ TO THB COSTS ASSOCIATED STITH AI,,IJ BASfC

SERVICBS, AS IS BEING DONE TODAY IN OTHER BUSINESS-ORIENTED

THIS IS NOTHING NETT AND SUCH AI{ITOCAIT COMI{IINICATIONS SERVICES .

APPROACH HAS I/ONG

NATION, BASED ON THE

BEEN ADOPTED BY COIIII,TISSIONS THROUGHOUT THE

RATIONAIJE THAT PRICING FOR SERVTCES SHOUIJD

usERs.REFIJECT THE VAIJUE OF THE NETT|ORK TO THE

SINCIJE ACCESS

CLASS OF

THE CONCEPT OF A POINT FOR VOICE AND DATA

COMMUNICATIONS HAS A GREAT DEAL OF APPEAIJ. MANY EXPERTS ARE

AGE TIIIJIJ NOT BE ATSAYING THAT THE DA[{N OF THE TRUE INFORMATION

HAND uNTrIr DATA coMMuNrcATroNs cAN Flott FREEIJY.
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RECUIJATOR I WOUIJD NOT [{ANT fT SAID THAT I PREVENTED THE

REALIZATION OF THg DREAM OF }IHAT THE INFORMATION AGE HOLDS FOR US

AIJL. HOI{EVER, IT WOULD APPEAR THAT THE PROIIISES ASSOCIATED I{ITH

ISDN CAN ONIIY BE FUIJLY REAIJfZED THROUGH AN EVOL,UTIONARY PROCESS.

THE FIRST PHASE BEING THE COMPLETE DEPI,OYMENT OF DIGITAI, IJOCAIJ

SI{ITCHING WITH THE DIGITAI, CENTRAIJ OTFICE REPRESENTING THE

LOOP TERMINATIONS WfIJIT BEBACKBONE OF THE

REQUTRED FOR EACH

NET}'ORK. ALSO, ISDN

POTENTIAL ISDN SUBSCRIBER. THE SECOND PHASE

IitIIrL REQUIRE ISDN CAPABILITIES TO BE EXTENDED BETIIEEN SI{ITCHING

OFFICES. THIS, I AM TOIJD, T{IIJIJ REQUIRE THE NEED FOR DIGITAIJ

TRIJNKS AND THE DEPIJOYMENT OF CCITT'S COMMON CHANNEIT SIGNAIJLING

CAIJIJED SIGIAIJIJING SYSTEM {*7. AND THE FINAIJ STAGES WIIJL BE A

TOTAIJ INTER-NETI|ORKING TO THE POINT OF A SINGITE WORIJDTTIDE

OPERATTON.

THIS SCENARIO,

STATE REGUIJATORS TO

THOUCH I ADMIT A VERY EXCITING ONE, CAUSES

EXPERIENCE A SHARP DECLINE TN PRESENT CO!,IFORT

IJEVBIJS. VIE ARE CONCERNED THAT THE IMMEDIATE EPFECT THAT ISDN

WrLIr HAVE ON EXISTINC CARRIERS f S AN TNCREASE IN NETI{ORK
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INVESTMENT. THAT TS,

EXISTING FACIIJITIES TNCAPABLE OF PROVIDING ISDN - UIJTIMATEIJY

RESULTTNG IN STRANDED INVESTMENT.

IF A TEIJEPHONE COMPANY IS TOO AccREsSM fN DEpITOyINc IsDN

FACIIJITTES AND THEREBY RETIRES AN OTIIERI{TSE ACCEPTABLE PIBCE OF

EQUIPI.IENT, TTHERE THE COT-IPAI\rY IS T'NABLE RECOUP THE

UNDEPRECTATED PORTION OF THE STIITCH FROI{ THE ISDN CUSTOIIER, IT

t''.AY ATTEMPT TO SEEK TO RECOVER ITS COSTS THROUGH THE GENERAIJ EODY

ISDN I{OUIJD BE FORCED TOOF RATEPAYERS. TN EFFECT, NON.USERS OF

SUBSIDIZE THE SERVICE.

r routD SUPPORT A CAUTIOUS AND t{ELIr-THoUcHT ouT AppRoAcH To

THE DEPLOVMENI OF ISDN TECHNOLOGIES PERHAPS A DISCUSSION ttITH

EQUTPMBNT VENDORS I'HO ARE ABI,E TO PROVIDB PRODUCTS TO ENHANCE

OIJDER SIIITCHES OR TO DEPIJOY THESE ISDN CAPABIIJITIES FOR IJARGE

USERS ON A TRIAL BASIS (TIHICH, I UNDBRSTAND, IIAS BEEN THE

APPROACH, THUS FAR, OF THE BEITIJ OPERATING COUPANIES) . FOR I CAt{

ASSURE YOU THAT STATE REGULATORS T|IIJIJ BE SCRUTINIZING ISDN

ISDN TIII/IJ RESUIJT TN EARIJY RETTRE}IENTS OF

REIJATED INVESTMENT BOTH "CAUTIOUSIJY' AND "CAREFUIJITY".



UNDERSTAND THAT ONCE A RECUIJATOR USES SUCII IIORDS AS "CAREFUIJ" AND

"CAuTIOUS", MEMBERS OF THE TNDUSTRY, EQUTPMENT VENDORS AND ITARGE

USERS RENDER A I,ARGE SIGH. I ITAS ASKED TO SPEAK TODAY, IAM

THESURE, IN ORDER FOR YOU, THE AUDIENCE, TO HAVE SOME SENSE OF

RECUIJATORV APFROACH l{E I{IIJL APPLY TO fSDN AS I|EIJL AS SOME IDEA OF

PRICING OF ISDNA REGUI,ATOR' S PERSPECTTVE WITH REGARD TO THE

SERVICES.

I ITAVE GIVEN YOU MY PERCBPTION OF THE REGULATORY APPROACH

THAT IIOST STATE COI.IMISSIONS T|IIJIJ FOIJIJOTI. I I|IIJIJ NOI,| ATTEMPT TO

PROVIDB SOME INSIGHT AS TO REGULATORY PRICING ISSUES.

CERTAIN PRICTNG CONSIDERATIONS IMMEDIATETJY COUE TO MIND IT

ATTRACTCIJEAR THAT ISDN RATES MUST BE SET IJOI| ENOUGH TO

SUFFICIENT NU!,IBERS OF SUBSCRIBERS TO .'USTIFY THE INVESTMENT AND

IS

TO COVER COSTS. THE RATES

BROAD RANGE OF CUSTOMERS,

MUST ALSO, ULTIMATEIJY, APPEAIJ TO A

NOT JUST TO THE CARRIER'S TJARGEST

CUSTOMERS. AT THE SAME TIME,

AIJTERNATIVES,

PRICES SHOULD BE SET IIITH AN EYE

TOI{ARD COMPETITIVE PARTICUIJARIJY

IS NOT GOING

THE CAPABIIJITIES

TO GROT' UNLESSOF PRIVATE NETI{ORKS. ISDN



SUBSCRIBERS ARE PROVTDED BETTER

MOREOVER, FOR OBVIOUS POIJITICAIJ

INVESTTGATE THE FEASIBTIJITY OF INITIATING A RESTDENTIAL TSDN

SERVICE TO BRING THE BENEFITS OT NEW TECHNOIJOGY TO THE BROADESI

RANGE OF CONSUI{ERS.

ISDN' THUS FAR, HAs BEEN DEPITOYED IN TIfo FAsHIoNs, EITHER oN

AN TNDIVIDUAIJ CASE BASTS (ICB) FOR A SINGIJE USER, OR IN TARIFFS

OF GENERAL APPLICABILITY. LET llE SAY A FEtt tfORDS ABOUT EACH.

SERVTCES FOR THEIR DOIJI.IAR.

REASONS, CARRTERS SHOUTD

MY oIfN EXPERIENCES I'IITH ICB TARIFFS

COINC CENTREX PROCEEDING TN THE DISTRTCT OF

DERIVES FROU THE ON-

COIJUMBIA. IN THAT

PROCEEDTNG, THE

POTOIT{.AC TEIEPHONE

D.C. COMMISSION AUTHORIZED THE CHESAPEAKE AND

COITIPANY TO ENTER IJoNG TERM coNTRAcTs WITH

CENTREX SUBSCRIBERS IN ORDER TO ESTABIJISH FACII.JITIES-BASED

PERIOD AT RATES DIFFERENT THANSERVICE FOR A PREDETERT.IINED TI}IE

THOSE AVAIIJABIJE TN TARIFFS OF

BARGAIN FR,EEIJY TNITH POTBNTIAL ICB CUSTOMERS AND ENTER A BINDING

CONTRACT. THE PROVISIONS OF THE COI TRACT ARE THEN PUT IN TARTFF

FORI{AT AND SUBMITTED TO THE CoMlrtfSSION ITITH COST SUppORT DATA.
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COMMISSION SIAFF REVIEI{S THE DATA IN

THE AGREED UPON RATES COVER COSTS.

ORDER TO ASCERTAIN }'HETHER

IF IT APPEARS THAT THEY DO,

TO GO INTO EFFECT ON ANTHE COMMISSTON TIIIJIJ AIJIJOTT THE RATES

EXPEDITED BASIS. TF THE AGREED UPON RATES FAII, TO COVER COSTS,

HOI{EVER, THE BURDEN FAIJIJS ON THE COUPANY'S SHAREIIOLDERS. THB

SHORTFAITL l,lAY NOT BE RECOVERED THROUGH RATES FOR SERVTCES

THE SHORTFALIJRENDERED TO OTHER CIJASSES OF SUBSCRIBERS. INSTEAD,

IS RECORDED BEI,OW THE

CARRIER' S SHAREHOTJDERS,

ATIJANTIC' S SHAREHOLDERS.

LINE, AND MUST BE RECOVERED

BEI,L ATLANTIC, AND UTJTIMATELY,

BY THE

BY BEIJIJ

THE ICB CONCEPT RECOGNIZES THAT CARRIERS ARE FACED IIITH

COUPETITIVE PRESSURES FOR SO!{E CENTREX SERVICES, AI{D PROVIDES

CARRIERS WTTH SOME IJEETNAY IN COMPETING FOR LARGE CONTRACTS. AT

THE SAME TIME, IT RECOGNIZES THAT THE CENBRAIJ BODY OF RATEPAYERS

BURDEN OF PAYING FOR HIGH-COSTMUST NOI BE COMPELI.IED TO BEAR THE

SERVICES OF VAITUE TO ONIJY oNE CUSTOMER !{HERE THE COMPANY HAS

FATLED TO PRO{'ECT ACCURATETY ITS COSTS.

TO DATE, ONIJY TTIO ISDN TARIFFS OF GENERAI, APPI,ICABIIJITY HAVE
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BEEN FIITED, AT&T' S pRI!'tARy

THE FCC, AND IIJLINOTS BEIJIJS

RATE INTERF'ACE TNTERSTATE TARIF'F AT

' BASIC RATE INTERFACE TARTFF AT THE

IIJLINOTS COMMERCE CO!{MTSSION.

AFTER REVIEIIING THESE TSDN TARIFFS AND I.,ISTENTNG TO THE

OPERATINC COUPANYPUBIJIC STATEUENTS BEINC MADE BY

REPRESENTATTVES, TTTERE APPEARS TO BE DEVEIJOPING A RANGB OF

APPROACHES TO ISDN PRICTNG AI{D REGUI.,ATION:

AT ONE EI{D OF THE SPECTRW TS THE AMERITECH APPROACH, AS

TIJLINOIS BEIJIJ FILED A
EVTDENCED BY THE IIJIJINOTS BEIJIJ

TARIFF T|HICH UNBT'NDLES AND THUS

FIIJING.

PRTCES SEPARATEIJY EVERY

THE SERVICE. THE TARIFF HAS BEEN FIIJED ITTH THE

ASPECT Otr

ILI/fNOIS

coMMfSSfON, BUT AS A "COIIPETITfVE SERVfCE" UNDER THE pROVISIONS

OF A VERY UIIIQUE f ITITINOf S STATUTE.

THE MTDDLE GRoUND lfoul.,D BE A coMpANy THAT FrLEs A NEtt TARIFF

FOR ONIJY THE ACCESS PORTTON OF ISDN. TRANSPORT (TRADITION)

EIJEMENTS I{OUI,D BE T}I8 S}ME FOR SIMTIJAR FACIIJTTIES AND IP THE

SERVTCES BETNG OFFERED ARE THE SAME AS EXISTING SERVICES THEI{ THE

TO THE EXTENT TH.[T ISDN AIIIJOT|S THE

11
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PROVISION OF NEt{ SERVICES OR FEATURES I{HICH REQUIRE ADDITIONAL OR

DIFFERENT COST, IHEN NEI{ TARIFFS LOULD BE FIIJED.

THE OTHER EXTREUE OR END OF THE SPECTRI'U, I'HICH I FONDIJY

CALL, THE "U.S. WEST" APPROACH VIEINS "ACCESS" AS A TECHNOIJOGY AND

THUS NOT T{ITHIN THE PREVIETI OF STATE REGUIJATORY OVERSIGHT.

RESUITTII{G SERVICES THAT ARE CURRENTIJY AVAILABLB ttOULD CONTINUE TO

BE AVAILABI,E T'NDER EXISTTNG TARIFFS.

WHEN A CUSTOIIER EITECTS fO TAKE ISDN THERE ARE CLEARLY COSTS

ASSOCIATED I"ITH PROVIDfNG THAT SERVICE. THE COSTS VERY DEPENDING

ON IIHETHER THE COMPANY T|IIJIJ BE PROVIDING PRII{ARY OR BASIC RATE

TNTERFACE. THB LOOP QUAIJTFTCATIONS (AT THE SIfTTCH AND AT rHE

CUSTOMERS' PREMISES, ENTRANCEMSNT TO THE SWITCH OR NETN ST{ITCHING

NEII MAINTENANCEEQUTPUENT, THE SERVTCE ORDER PROCESS AND

PROCEDURE AND REIJATED EQUIPMENT.

HOI{EVER' SIHAT ItE REGULATORS NORI'IALLY CAIJIJED "TRANSPORT"

COST' fHE MTS AND USAGE COSTS SHOULD BE VERY SIUILfAR, IF NOT THE

SA}IE, FOR ISDN SERVICES AS IT rS FOR BASIC BUSINESS CUSTOMERS.

BE

L2

THE OPERATING COMPANIES T{II,IJ UTII,IZINC THE SAME FACILIrIES.



THUS, IN MY OPINION THE SERVTCES SHOUIJD BE PRICED UNDER EXISTING

TARIFFS.

r THEREFORE DBEI'I THE "MTDDIIB cRottND" To BE THE Mosr

APPROPRIATE PRICINC SCHEI'IE METHODOTJOGY FOR ISDN SERVICE AS IT IS

FOR BASIC BUSrI'IESS CUSTOMERS. AND THEREFORE SHOUIJD BE PRICBD

T'NDER EXISTTNC TARIFFS.

AS I INDICATED EARIJIER, THERE TS SOI{E DTSCUSSION I,MONG

CARRIERS TH.I'T ISDN

THE FCC'S COIIPUTER

ON A NON-TARIFFED

rS, ESSENTIAIJIJY, AN ENHANCED SERVICE, AND THAT

rII ORDERS AI,IJOT TSDN SERVICES TO BE OFFERED

BASIS. I DO NOT AGREE I{ITI! THTS POSTTION. ISDN

SI}IILAR TO A.}{Y OTHERPROVTDES SI|ITCITED TRANSUTSSION CAPABIIJITIES

SI|ITCIIED SERVICE. THE ONIJY PERTINEI{T DIFFERENCE BETI{EEN ISDN AND

EXISTING BASIC SERVICE. TS THE EASE TIITH T|HICH CUSTOI,IERS I,I.AY

OBTAIN MUIJTICITANNEIJ CAPAEIIJITY, THE

CAPABIIJITY, AND THE ADVANCED STTITCHTNG

DIGITAI, RATHER THAI{ ANAIJOC

SERVICES EMPIJOYED. T'HIIJE

ENHAITCED SERVICE

SERVICES WHrCH THE

PROVIDERS !,I.AY NO DOUBT EI4PIJOY ISDI{ TO PROVIDE

FCC CIJAIUS TO HAVE PREEMPTIVEIJY DETARIFFED

(AI{D WHTCH THE BEIJIJ OPERATINC COMPANIES
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OFFER} THERE IS NOTHING ABOUT THE UNDERI,YING NATURB OF ISDN THAT

MAKES IT MATERIALIJY DIFFERENT FROM EXISTING BASTC SERVICES

OFFERED BY REGULATED COMMON CARRIERS. HENCE, I I{OUIJD EXPECT

REGUIJATORY SCRUTINY OF EACH SUCH

THE AT&T ISDN TARIFF T|AS

OFFERING.

FfLED APRILT 5, 1988 I|ITH fHE FCC.

THE PRIMARY RATE INTERFACE OFFERING I|IIJIJ PERMIT A CUSTOI{ER TO

ACCESS AT&T IiEGACOU SERVICE, AT&T I.{EGACOM 800 SERVICE AND 56 KBPS

SWITCHED DIGITAIJ SERVICE OVER A SINGLE ACCESS

AIJSO INTRODUCED TI{O ISDN OPTIONAIT FEATURE

IJINK. THE FIIJTNG

( 1) CAIJIJ-BY-CALIJ

SERVICE SEIJECTION TTHICH PERMITS CUSTOMERS TO PROGRAM fHEIR ACCESS

CAPACITY TO CARRY DIFFERENT SERVICE ON AT{ ON-DE!{.AND BASIS AND

(21 8OO INFORMATION FOR!'ARDING-2 INHICH IIIIJL ENABTB CUSTO!{ERS OF

AT&T MEGACOM 8OO SERVICE TO TDENTIFY THE TEIJEFHONE NT'I{BERS OF

CAITIJERS.

THB RATE STRUCTURE FOR THE PRI OF A NONRECURRINC CHARGE OF

S3,OOO.OO AND A MONTHIJY RECURRING CHARGE OF S4OO'OO THE

NONRECURRINC CHARGE TNAS ESTABIJISHED TO RECOVER COSTS ASSOCIATED

INITIAIJ TESTING OF THE FEATURE'WITH INSTALIJATION AND

L4
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MONTHLY RECURRMG CHARGE WAS ESTABITISHED TO RBCOVER BHE RECURRING

COSTS ASSOCTATBD T'ITH PERFORMANCE MONTTORING, I,IAINTENANCE AND

BIIJLINC. THE CAI-,L-BY-CAI,Ir SERVICE SEIJECTION FEATURE HAS A

NONRBCURRING CHARGE OF S25O. OO T{HrCH WAS ESTABIJISHED TO RECOVER

THE COSIS ASSOCIATED IfITH THE INITIAIJ INSTAIJIJATION AI{D

ESTABIJTSHUENT OF A GROUP OF B CHANNELS THAT

CONTTNUATIOIT OF SERVICES RB9UESTED BY A CUSTOMER.

SHARE THE SAIIE

THE CHARGES

AIJSO RECOVER THE ADDITIONAIJ COSTS OP PROVTSIONTNG AND TEsTII{G

TTIIS FEATURE.

CHARGE OF 3

8OO INFORMATION FORT{ARDING-2 HAS A

CENTS PER DEIJTVERED ANI T{HICH TTAS

RECOVER THE COSTS OF TRANSPORTING THE ANT MESSACE OVER AT&T'S

SIGNAITLING NETOINRK. THfS CH.IRGE IS IN ADDITION TO THE AT&T

MEGAcou 800 sERvrcE usAcE cHARcEs FoR THE cArrl,.

IF THERE TS ADEQUATE COST SUPPORT DATA SUBSTANTIATINC THE

CHARGE (THOUGH U.S. SPRTNT HAS CO!,TPIJAINED THAT AT&T HAS FAITJED TO

PROVTDE SAI.'8) THEN AT&T PRICE PROPOSAIJ MORE CIJOSELY PAREIJIJEIJS I{Y

USAGE SENSITIVE

ESTABIJISHED TO

HYPO?HETICAL MTDDTE GROT'ND.

USAGE CHARGES FOR ANI BUT THEN

(I AM SOME}'HAT CIJOUDY AS TO THE

HAVEN'T SEEN THE COST DATA ANDI
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APPARENTIJY NO ONE EI,SE HAS EITHER).

IN CONCIJUSION, LET ME REITERATE THAT I BEI.,IEVE THAT

DEPIJOYMENT OF ISDN SHOUI,D MEET THE SAME PUBITIC INTEREST STANDARDS

APPTICABI,E TO ANY NET| CO}II{ON CARRIBR SERVICE: RATES MUST BE FAIR

AND REASONABI,E, THE GENERAI, BODY OF RATEPAYERS SHOUI,D BE FREE

FROM BEARING AN I'NFAIR PORTION OF THE COSTS OF SERVICES THEY

I{IIJL NOT BE

REQUIRED TO

ITOCAIJ NETI|ORKS

AT THE SAME

UTILIIZING AND,

PAY THEIR FAIR

FINALLY, USERS OF ISDN MUST BE

SHARE OF THE COSTS OF MAINTAININC

THROUGH A CONTRIBUTION ESTABIJISHED IN ISDII RATES'

TIME, PRICTNG SHOUITD

ENHANCE

BE DBVELOPED TO PROTTIOTE A

FEATURB RICH NETT{ORK THAT TIIIJIJ THE VAI,UE OF THE NETIIORK

TO THE FRANCHISE AREA. I{HILB IT IS TOO EARI,Y TO TEIJIJ I|HETHER THE

TI{O ISDN TARIFFS PRESENTIJY IN PI,ACE ADDRESS ADEQUATETJY THESE

CONCERNS, RESPONSIBLE

I'HEN CONFRONTED T{ITH

THANK YOU.

REGULATORS ttIIrIJ BE IJOOKING TO THESE ISSUES

ISDN TARIFFS IN THE FUTURE.
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