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BEFORE THE 
VIRGINIA STATE CORPORATION COMMISSION 

In the Matter of 

Application and Petition of ) 
MCI Telecommunications Corporation) 
of Virginia for a Certificate to ) 
Operate as a Telephone Utility ) 
Pursuant to § 56-265.4:4B of the ) 
Code of Virginia, for Approval of ) 
Lease and Service Agreement ) 
Pursuant to Title 56, Chapter 4 ) 
of the Code of Virginia, and to ) 
Have Rates and Services Based on ) 
Competitive Factors. ) 

Case No. 

APPLICATION AND PETITION OF 
MCI TELECOMMUNICATIONS CORPORATION 

OF VIRGINIA FOR A CERTIFICATE TO 
OPERATE AS A TELEPHONE UTILITY 

PURSUANT TO § 56-265.4:4B OF THE 
CODE OF VIRGINIA, FOR APPROVAL OF 

.LEASE AND SERVICE AGREEMENT 
PURSUANT TO TITLE 56, CHAPTER 4 
OF THE CODE OF VIRGINIA, AND TO 

HAVE RATES AND SERVICES 
BASED ON COMPETITIVE FACTORS 

MCI Telecommunications Corporation of Virginia ( 11MCIV"), the 

Applicant, submits this Application to operate as a telephone 

utility to provide interexchange telecommunication services 

within the Commonwealth of Virginia pursuant to Title 56 of the 

Code of Virginia. MCIV also Petitions to be regulated on a 

streamlined basis as provided by § 56-481.1 of the Code of 

Virginia since it intends to provide telecommunication services 

on a competitive basis. MCIV seeks expedited processing of its 

Application and Petition. Expedited consideration is necessary 
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to enable MCIV to effectively compete for Virginia customers in 

areas where equal access interconnections for competing 

interexchange carriers will be available. Where equal access is 

available, customers must select their interLATA long-distance 

carrier. Any carrier that does not have the ability to offer 

intrastate interLATA service will be at an extreme 

disadvantage. Equal access becomes available to certain areas 

of Norfolk on September 1, 1984. 

Description of Applicant 

1. The Applicant's address is 1133 19th Street, N.W., 

Washington, D.C. 20036. Telephone number: (202) 872-1600. 

2. The ~pplicant is wholly owned by MCI Telecommunications 

Corporation ("MCIT"). MCIT is wholly owned by MCI 

Communications Corporation ("MCIC"). The address of MCIT and 

MCIC are the same as the Applicant's. 

3. Counsel for the Applicant are: William F. Marmon, Jr., 

MCI Telecommunications Corporation of Virginia, 1133 19th 

Street, N.W., Washington, D.C. 20036, (202) 887-2839; and 

Hullihen W. Moore, Christian, Barton, Epps & Chappell, 909 East 

Main Street, 12th floor, Richmond, Virginia 23219, (804) 

644-7851. 

4. A list of the officers and directors of the Applicant 

is attached as Exhibit 1-A to this Application. Attached as 

Exhibit 1-B is a list of the officers and directors of MCIT. 

Attached as Exhibit 1-C is a list of the officers and directors 

of MCIC. 
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5. The Applicant is authorized to do business in the 

Commonwealth of.Virginia as a public service company and was 

incorporated in the Commonwealth as a public service corporation 

on May 17, 1984. The Applicant's Articles of Incorporation is 

attached as Exhibit 2. 

6. The Applicant is the wholly owned subsidiary of MCIT, 

the telecommunications operating arm of MCIC. Telecommunication 

services within Virginia will be provided by the Applicant 

pursuant to the Lease and Service Agreement between the 

Applicant and MCIT, attached as Exhibit 3. 1/ Moreover the 

financial obligations and liabilities of the Applicant will be 

guaranteed by MCIT under the same agreement. 

Financial and Technical Qualifications 

7. The financial qualifications of the Applicant's 

corporate parents are demonstrated by the most recent Annual 

Report of MCIC, attached as Exhibit 4, and the most recent SEC 

Form 10-K of MCIC, attached as Exhibit 5. Exhibit 6 is a letter 

on file with the Federal Communications Commission ("FCC") which 

indicates the value of the total communications plant of MCIT 

and its total operating revenues for the year ended December 31, 

1983. These reports demonstrate the strong financial condition 

1/ MCIV seeks Commission approval of this Lease and 
Service Agreement to the extent required by Chapter 4 of Title 
56 of the Code of Virginia·. 
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of the Applicant's corporate parents. This strength adheres to 

the Applicant as a member of the MCI corporate family and 

through the guarantee of MCIT provided in the Lease and Service 

Agreement. 

8. The managerial and technical qualifications of MCI 

Telecommunications Corporation are well established. MCIT has 

built its own national telecommunications network of over 17,000 

route miles of high-capacity transmission lines serving over one 

million business and residential customers. The national route 

map of MCIT is attached as Exhibit 7-A. A diagram of MCIT's 

existing leased lines and lines under construction in Virginia 

is attached as Exhibit 7-B. 

9. MCIV will enjoy the same leadership and experience that 

has produced the successful operation of MCIT and MCIC. Each of 

the three directors of MCIV is also a director of MCIT and of 

MCIC. Each of the officers of MCIV is also a senior officer of 

MCIT and/or MCIC. MCIV's Chairman and Chief Executive Officer, 

William G. McGowan, holds the identical position in MCIC. 

MCIV's President, Bert C. Roberts, Jr., holds the identical 

position in MCIT. 

10. MCIT is currently authorized to provide intrastate 

service in the following states: California, Florida, Indiana, 

Iowa, Kentucky, Maryland, Massachusetts, Minnesota, New Jersey, 

Ohio, Pennyslvania, Texas, and West Virginia. 

11. In Virginia currently MCIT provides interstate service 

to over 60,000 customers and offers origination service in 

Richmond, Norfolk, Hampton, Roanoke, Petersburg, Fredericksburg, 
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Manassas, Leesburg and in Fairfax and Arlington counties. 

Initially all M~V service in Virginia will be provided over 

lines leased from local telephone companies. MCIT has under 

construction a terminal facility in Richmond that is scheduled 

to be completed and placed in service this calendar year. 

Area of Coverage 

12. MCIV will provide intrastate service from each locality 

and area where MCIT currently provides originating interstate 

service. Both MCIV and MCIT will expand its areas of 

originating service as rapidly as feasible. Eventually MCIV 

intends to provide universal origination service in Virginia. 

Accordingly, MCIV seeks certification on a state-wide basis. 

IntraLATA Service 

13. MCIV will comply with the provisions of § 56-265.4:48 

of the Code of Virginia and the Commission's Rules which provide 

that any company certified·for interexchange service in the 

Commonwealth shall not offer intraLATA services until January 1, 

1986. No intraLATA service will be offered by MCIV prior to 

January 1, 1986. 

14. MCIV will inhibit, to the extent feasible, intraLATA 

calling on its system. This will be accomplished in part by the 

existing operational procedures which block intra-area code 

calls placed through the MCI system when they are dialed in the 

normal manner of 1 plus the number. The MCIV system will accept 
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only ten-digit calls which include the area code plus the 

number. Since the majority of potential intraLATA calls will be 

within the same area code, they will be blocked if dialed in the 

normal manner. Intra-area code calls may be completed only if 

the customer deviates from normal practice and dials the area 

code along with the number. 

15. MCIV will take additional appropriate steps to insure 

that all of its Virginia customers are made aware of the fact 

that it is not authorized or permitted to offer intraLATA 

service prior to January 1, 1986. MCIV will accomplish this 

objective with a customer education process, by means of 

instructions in billing envelopes, promotional and sales 

literature, and the training of sales and service personnel to 

explain to customers the interLATA limits of MCIV's authority in 

Virginia. MCI has successfully implemented such a customer 

education program in other jurisdictions where it is authorized 

for interLATA service only. In both Pennsylvania and California 

MCI has prepared and distributed brochures showing the state 

LATA map and explicitly explaining that only the local telephone 

company is authorized to complete calls within a LATA. Samples 

of the brochures distributed to each MCI customer in 

Pennyslvania and Ca1ifornia are attached as Exhibi~ 8-A and 8-B, 

respectively. MCIV believes that the steps enumerated above 

will reduce intraLATA calling in Virginia to de minimis levels. 

16. MCIV is not technically able to block absolutely all 

intraLATA calling prior to ~qual access interconnections without 

blocking interstate calls. For whatever incidental intraLATA 
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calling that may occur in Virginia, MCIV will compensate the 

appropriate local carrier on the basis of intrastate access 

charges. MCIV agrees that the charges determined by agreement 

or by the Commission -- in the event of unresoluable dispute 

shall be effective as of the date of MCIV's certificate to 

operate as a telephone utility in Virginia. 

Proposed Services 

17. The details of the services proposed to be furnished to 

Virginia residential and business customers on an intrastate 

basis are supplied in the s.c.c.-Virginia Tariff No. 1 attached 

as Exhibit 9. MCIV's initial service offering is identical to 

that current~y offered to Virginia customers on an interstate 

basis. The service offered is MCI's Execunet service, which is 

a metered use service. A customer can access the MCI Execunet 

service by making either a local or toll call from any 

touch-to.ne telephone to a MCI dial-tone obtained from the local 

telephone company. The customer then dials an assigned five- or 

seven-digit personal identification number (PIN), followed by 

the ten-digit long-distance telephone number of the called party. 

18. In areas where equal access interconnections with the 

local telephone company are available, customers will be able to 

use the Execunet service by dialing 1 and the ten-digit 
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long-distance number if they have presubscribed for MCIV 

service. If customers in equal access areas have not 

presubscribed with MCIV, they will still be able to access the 

service by dialing 10222 and then the ten-digit long-distance 

number. 

19. After the MCI terminal in Richmond is completed, HCIV 

plans to expand its service offerings to include services such 

as MCI Credit Card service, Network service (dedicated 

connections between a customer's connection and the MCI 

terminal), and Common Controlled Switching Arrangement (CCSA) 

service (least cost routing). These services are currently 

offered in many areas of the United States by MCIT. 

20. The terms and conditions of MCIV's proposed tariff are 

identical with the terms and conditions of MCIT's federal 

tariff. The rates proposed by MCIV for intrastate service are 

not identical with current interstate rates. MCIV's proposed 

intrastate rates are lower in every mileage band than those 

currently in effect by AT&T of Virginia. 

Competitive Service 

21. MCIV petitions this Commission for streamlined 

regulation pursuant to § 56.481.1 of the Code of Virginia. 

Neither MCIV nor MCIT has any monopoly customers, i.e. customers 
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who have no readily available alternative choice for an 

intercity long-distance carrier. Neither MCIV nor MCIT has 

control of any bottleneck facility that would afford it market 

power. Neither MCIV nor MCIT has any ability to control price 

or to price its services in any way except on a competitive 

basis. 

22. Currently AT&T of Virginia is the only provider of 

interLATA long-distance service in the Commonwealth and that 

service is provided in all areas. The quality of service 

available to customers in Virginia will be enhanced by the entry 

of MCIV since MCIV will provide price and service options not 

currently available. 

23. The FCC has classified MCIV's parent, MCIT, as a 

"non-dominant11 carrier and has reduced substantially the scope 

of its regulation of MCIT. The FCC has concluded that the 

marketplace provides the most efficient regulation of carriers 

like MCIT and has foreborne cost-based, rate-of-return 

regulation of MCIT's tariffs. 

24. This Commission should make the determination that MCIV 

will offer services on a competitive basis and should exempt it 

from cost-based, rate-of-return regulation as well as other 

regulation inconsistent with provision of a competitive service. 

Conclusion 

The Applicant respectfully requests that this Commission 

take the following action: 
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1. Grant MCIV a Certificate to operate as a telephone 

utility to offer intrastate telecommunication services on a 

state-wide basis. 

2. Approve the Lease and Service Agreement between MCIV 

and l-fCIT. 

3. Approve MCIV's proposed Tariff contained in Exhibit 9. 

4. Grant MCIV's Petition for Streamlined Regulation. 

1984 

July 2, 1984 

William F. Marmon, Jr~ 
MCI Telecommunications 

Corporation of Virginia 
1133 19th Street, N.W. 
Washington, D.C. 20036 
(202) 887-2839 

Hullihan W. Moore 
Louis R. Monacell 
Christian, Barton, Epps, 

Brent & Chappell 
1200 Mutual Building 
909 East Main Street 
Richmond, VA 23219 
(804) 644-7851 

Attorneys for 
MCI TELECOMMUNICATION 
rn~PnVATTnN n~ VT~r.T~TA 

Respectfully submitted, 

MCI TELECOMMUNICATIONS 
CORPORATION OF VIRGINIA 

By: 
Sr. V1ce President 

MCI TELECOMMUNICATIONS 
CORPORATION 

By: 
Sr. 
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LEASE AND SERVICE AGREEMENT 

AGREEMENT, dated this ____ day of July, 1984, made by and 

between MCI Telecommunications Corporation, a Delaware 

co~oration ("MCIT") and MCI Telecommunications Corporation of 

Virginia, a Virginia corporation ("MCIV"). 

WHEREAS, MCIT wishes to provide telecommunication services 

within the Commonwealth of Virginia, and for this purpose MCIT 

has created MCIV and holds 100 percent of the stock of MCIV; and 

WHEREAS, MCIT is a communications common carrier that is 

licensed by the Federal Communications Commission to provide 

interstate telecommunication services and has facilities and 

personnel providing such services; and 

WHEREAS, MCIV has been incorporated under the laws of 

Virginia and wishes to provide telecommunication services within 

Virginia subject to receipt of any necessary regulatory 

approvals; and 

WHEREAS, MCIV wishes to obtain from MCIT the use of 

communications facilities and services needed to provide 

telecommunication services within Virginia, and MCIT is willing 

and able to provide the use of such facilities and to furnish 

such services. 

NOW THEREFORE, in consideration of the promises and the 

mutual agreements herein contained, MCIT and MCIV hereby agree 

as follows: 
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1. Facilities and Services of MCIT. Upon request by MCIV; 

(a) MCIT shall provide or cause to be provided to MCIV 

the use of such communications facilities and equipment as may 

be necessary or desirable to provide high quality 

telecommunication services within the Commonwealth of Virginia. 

All terms and conditions of MCIT's tariff filed with the Federal 

Communications Commission, other than terms relating to rates, 

shall apply to the provision of telecommunication services by 

MCIT to MCIV. The facilities and equipment provided for MCIV's 

use shall be provided and maintained by MCIT in good working 

order; and 

(b) MCIT shall perform or cause to be performed on 

MCIV's behalf such financial accounting, marketing, legal, 

administrative and other services as MCIV shall deem necessary 

and/or desirable in connection with the provision of 

telecommunication services. Such services shall include, 

without limitation, financing, advertising and other customer 

solicitation; customer service; auditing, bookkeeping, billing 

and collections; insurance administration and the provision of 

legal advice and assistance, including, inter alia, the 

obtaining of all necessary permits, licenses and other 

regulatory approvals for the provision of telecommunication 

services within the Commonwealth of Virginia. 

2. Compensation of MCIT. In consideration for the 

provision of facilities and equipment and the performance by 

MCIT of the duties as set forth in Paragraph 1 hereof, MCIV 

shall reimburse MCIT as follows: 

13 
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(a) MCIT will collect the revenues due to MCIV from 

customers using telecommunication services in Virginia. 

(b) From this sum MCIT will pay all gross receipts 

taxes and other charges imposed directly on MCIV solely by 

reason of its operations in Virginia. 

(c) MCIT will pay all of the other costs it has 

incurred on MCIV's behalf in connection with the provision of 

the latter's services in Virginia, including, without 

limitation, depreciation of facilities and equipment devoted to 

such services and MCIT's cost of capital in connection with the 

provision of such services. 

(d) If there then remains any excess of the revenues 

MCIT has collected on MCIV's behalf, MCIT will retain such sum 

as its compensation for its performance of its obligations under 

Paragraph 1 hereof. If the rates of MCIV are regulated by the 

Commonwealth of Virginia, and if the costs incurred on the 

provision of MCIV's services in Virginia, including depreciation 

and the cost of capital (including a fair rate of return), 

exceed the revenues collected by MCIT from MCIV's customers, 

then MCIV will seek authority to increase the rates to be 

charged for its services in Virginia so that the revenues 

therefrom will be sufficient to cover all the costs incurred by 

MCIT in providing such services. 
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3. Guarantee. MCIT agrees to guarantee the performance of 

valid contracts entered into by, or on behalf of, MCIV and to 

guarantee other valid debts and liabilities of MCIV. 

4. Limit on MCIT's Undertaking. MCIT does not warrant 

that its efforts in providing services in Virginia for MCIV will 

be successful. 

5. Past Performance by MCIT. MCIV hereby accepts and 

approves the provision of all equipment and facilities and the 

performance of all services which have heretofore been provided 

or performed or caused to be provided or performed by MCIT in 

connection with the duties as set forth in Paragraph 1 hereof 

since the date of incorporation of MCIV. 

6. General Provisions: 

(a) Binding Effect. This Agreement shall be binding 

upon and inure solely to the benefit of MCIT and MCIV and their 

respective successors and assigns. 

(b) Governing Law. This Agreement shall be governed 

by and construed in accordance with the laws of the Commonwealth 

of Virginia. 

(c) Headings. The headings to the various paragraphs 

and subparagraphs of this Agreement are solely for the 

convenience (for reference purposes) of the parties hereto and 

shall not in any way affect the meaning or interpretation of 

this Agreement. 
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(d) Amendment; Entire Agreement. This Agreement 

contains the entire understanding of the parties hereto with 

respect to the subject matter contained herein and may be 

amended only by a written instrument executed on behalf of both 

MCIT and MCIV. There are no restrictions, promises, warranties, 

convenants or undertakings between the parties with respect to 

the subject matter of this Agreement except as expressly set 

forth herein. 

IN WITNESS WHEREOF, MCIT and MCIV have caused this Agreement 

to be executed on the day and year first above written. 

MCI TELECO~~ICATIONS CORPORATION 

MCI TELECOMMUNICATIONS CORPORATION 
OF VIRGINIA 
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CoRPORATE PRoFILE 

MCI Communications Corporation provides a broad range 

ofhigh-value, low-cost communications services, both 

nationally and internationally. 

MCI Telecommunications, the company's long distance 

business, owns and operates the nation's second largest coast­

to-coast long distance telecommunications network, offering 

voice and data services to millions ofbusiness, government 

and residential customers. 

MCI International provides telex, leased channel and 

cablegram services worldwide, and is moving rapidly toward 

introducing competition in the S4 billion international voice 

market. 

MCI Airsignal, a national leader in personal communica­

tions, offers a variety of paging, message and mobile tele­

phone services, all using the latest technologies. 

MCI Mail is a revolutionary time-sensitive message deliv­

ery system that can reach anyone in the U.S. faster and 

cheaper than overnight couriers or other alternatives. 

In each of these business areas, MCI brings proven ability 

to manage people, capital and new technology at high levels 

of productivity to meet the demands of the fast-growing 

information economy. 

ABoUT OUR CovER 

Our cover illustrates the services of a growing MCI. Top left: 

As equal access phases in across the U.S., MCI's low-cost 

service will be available to rotary dial telephone users-a vast 

new market opportunity for MCI Telecommunications. Top 

right: Mobile telephone systems are entering a new era with 

cellular radio technology; MCI Airsignal begins cellular car 

telephone service in Minneapolis this summer. Bottom Left: 

MCI Mail offers a better way to deliver time-sensitive mes­

sages. Bottom right: MCI International will begin direct dial 

service to Australia this yea~ and soon to a host·of other 

countries. 
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lV1CI COMMUNICATIONS CORPORATION 

MARCH 31, 1984 

BUSINESS OBJECTIVE 

MCI's goal is to be the quality provider of a tull 
range of communications services, domestically and 
internationally. at low cost. 

FINANCIAL HIGHLIGHTS 1984 

Revenues: S1.665.(XX).000 
Net Income: S156.000,(X)O 
Earnings per Share: S. 6 7 

CHAIRMAN'S STATEMENT 

_verything we do at MCI is directed toward 
positioning our company as the leading provider of 
telecommunications scrvicL-s. All of our capital 
investment. the diversity of our services. our skill in 
managing technology. and the productivity of our 
people are designed to turther this goal. 

CORPORATE PROFILE 

MCI offers its 1.6 million business, residential 
and government customers a range of voice. data 
and message services. 

MCI Telecommunications. the company's long 
distance telephone business. is making major expen­
ditures in fiber optics. microwave, single sideband. 
coatellite, and a complete end-to-end digital transmis-

'" capability to take advantage of the conversion 
'"the nation's telephones to equal access. Service is 

FINANCIAL RECORD 

. ·•. ~:~:. 
l.tl65 

(.tl7,l 

11 

il 

lit• 

V. Orville Wright 
Presidem and ClziefOperating Q_{ficer 
William G. McGowan 
Chairma11 and Chief Executive Oj]icer 

provided in the U.S .• plus Hawaii. Puerto Rico, the 
Virgin Islands and Canada. 

MCI International provides private-line voice 
service to several overseas countries. and data and 
message services worldwide. Agreements to pro­
vide switched voice service have been made with 
Australia and Belgium. We are testing service to 
Greece and Spain, and negotiations are underway 
with a host of countries. 

Iii 
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Revenues (In Millions of Dollars) 

1.9 

Net Income (In Millions of Dollars) 

*Includes a provision of$49.8 million 
to retlect a decline in the value of 
telex-related equipment. 

Earnings per Share 
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MCI Airsignal provides paging and cellular 
mobile telephone service. MCI has been granted cel­
lular franchises in Denver, Minneapolis, Cleveland 
and Pittsburgh. 

MCI Mail is the low-cost mover of time-sensitive 
messages. electronically and via hard copy. 

As of Aprill, 1984, the company had Sl.l billion 
in cash and marketable securities to fmance its capi­
tal requirements. MCI common stock is traded 
over-the-counter (National Market System): the 
NASDAQ symbol is MCIC. Holders of common 
stock at March 31, 1984 included67,965 record 

FUNDS GENERATED 

II~ 

"''• 
I'.IKII 19NI 

(In Millions ofDollan) 
Bl Public Offerings, net 

• Operations 

1.016 --:·; 
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INVESTMENT IN COMMUNICATIONS SYSTEM 

7115 
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(In Millions ofDollars) 

.... 

At the dose of Fiscal Year 1985, MCI plans to have more than 
19,600 route miles of analog microwave radio. This includes 
more than 5,600 route miles of single sideband which increases 
radio capacity from 2,100 circuits to 5,400 circuits per radio. The 
network also will consist of5, 700 route miles of digital radio and 
1, 700 route miles of fiber optic cable. This results in a nationwide, 

hi~!-:r.acity network of more than 27,000 route~{) 

holders. MCI warrants and 73/4% Convertible 
Subordinated Debentures are traded over-the­
counter; MCI15o/o, 141/s0/o and 127/so/o Subordi­
nated Debentures are traded on the New York 
Stock Exchange Bond Market. 

For further information. contact: 
Anthony F. Abell, Director. Investor Relations 
MCI Communications Corporation 
113319th Street. N. W .. Washington. D.C. 2<X>36 
202-887-2028 

GROWTH IN VOICE CUSTOMERS 

1.3115 
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(Thousands) 
£J Residential 
• Business 
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•••• ·.- ••· .... 'kl' 

I 
l'JII1 

(Millions of Circuit Miles) 

*Projected 
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HIGHLIGHTS 

MCI COMMUNICATIONS CORPORATION AND SUBSIDIARIES 

Years ended March 31 

Revenues 
Net income 
Earnings per common share* 

Active customers: 
Commercial voice 
Residential voice 

Gross investment in communications system 
Annual investment in communications system 

Circuit miles 
Switch ports installed 

Funds generated from: 
Operations 
Public offerings. net 

Employees 

*Restated to reflect two-for-one stock splits in 
August 1983 and September 1982. 

1983 1982 

(Dollars in thousands. except per share amounts) 

s 1.6n4. 7~lJ st.o73.248 S506.352 
155. 66H 170.780 86.451 

.67 .85 .45 

JOH,IHlO 261.000 176.000 
I. 305.1 H K l 918,000 558.000 

I 
S2.437.7HJ $1.563,252 S765.276 .... 

HXlJ.JHil 623,010 271,474 t 
~ 
·~ e. 

156. flllfl.( H 10 113,000,0(X) H5 . 000. 000 

I 4lJ4.1 K I( l 291,000 171.000 

s 4JX.617 s 336,536 Sl7Y.IIl I 
1.111 (),J70 840,087 205,8~8 =-

I 
X.756 6,053 3,136 I 
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LETTER To STOCKHOLDERS 

To MCI's Stockholders and Friends: 

This past year was not only one of continued exceptional 

growth for MCI, but a period during which we put into 

place strategies, technologies and resources that position 

us well for future growth and protitability in the post­

divestiture era which began on january 1. 

Our revenues for the fiscal year ended March 31 increased 

by 55 percent, from $1.07 billion in 1983 to S1.66 billion this 

year. 

Net income was S155. 7 million, compared with S17(J.8 

million in 1983. and earnings were S.67 per share. compared 

with S. 85 last year. 

Earnings did not keep pace with our revenue growth tor 

four reasons: 

-The leased-line costs associated with providing universal 

termination for our customers· calls. These costs will soon 

begin to decline as we continue to expand our network. 

-FCC-mandated increases in the charges tor access to the 

local telephone exchanges during the year to S234 per line. 

per month. 

-Substantial investments in expanding our network capac­

ity and in growing our paging, cellular mobile telephone and 

MCI Mail services. 

-A pre-tax writedown ofS49.8 million taken in the tourth 

quarter against the value ofintentational telex-related equip~ 

ment acquired with WUI. Inc. in june 1982. 

Because we are positioning the company tor the changing 

environment in telecommunications. these results do not re­

flect the underlying strengths of our business. or the oppor­

tunities immediately ahead as we receive equal access to the 

local exchanges and broaden our participation in new markets. 

WtNt ><.>\X' oF 0PPOR rcNJ IY 

The events put into motion on January 1. li.JH4. an: opening an 

extraordinary window of opportunity-the opportunity and 

challenge of equal access. With improved call quality. with 

an end to 22-digit dialing, and with access to the rotary-dial 

market, which is fully half of the telephones in this country. 

MCI. for the first rime, can compete equally in a market that 

is now S42 billion and is expected to reach S77 billion by 1987. 

This challenge will no doubt test our competitive mettle. 

but long distance is now a market where cost efticiencies and 

marketing talents will determine the outcome-areas in 

which MCI has excelled. and which our principal competitor 

now must learn. 

This competitive advantage is reintorced by our strong 

tinancial position. We have Sl.l billion in cash and market­

able securities. As a result of our ample cash resources. we do 

not expect to return to the public tinancial markets until late 

in tiscal1986. This position is enhanced by a gross invest­

ment in our communications system ofS2.4 billion. and 

stockholders' equity of over S1.1 billion. 

Our tirst antitrust suit against AT&T will be retried in 

December. The jury will not be asked to determine guilt; 

AT&T's culpability was upheld by the Court of Appeals. 

The jury will be asked only to tix damages. 

AccEss CHAI~GEs 

The Federal Communications Commission. in an order 

issued tvla}· 15 to become eftt..-ctive May 25, both reduced the 

charges that all long distance companies will pay tor access 

to the local telephone company lines by H.5 percent .. md con­

tinned that our charges will be 45 percent of those paid by 

AT&T. until we receive access equal in tunction and quality 

to theirs. We expect that· our monthly charges tor access in 

the transition to full equal access will be about S33() per line. 

bctore giving cftcct to message unit credits from the local 

telephone companies that arc expected to average about S20 

per line. 

The FCC, at the same time. ordered AT&T to lower its 

long distance ratt."!'"across the board by 6.1 percent. which is 

less than the reduction proposed by AT&T last fall. MCI's 

new pricing structure. which lowers ratt.-s. eliminates tees and 

provides discounts tor large volume users. will ensure our 

compl·titivc position in the transition to tull equal access. 
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The issue of access-who will pay and how much-will 

continue to be with us for some time. During the coming 

year. we will revisit access charges in many of the states. 

Competition in telecommunications is now national policy. 

We believe there may be tcderal preemption if the states 

attempt to thwart that policy. or to unduly intlate its cost. 

Such actions would both encourage the use of alternatives to 

the local telephone companies, and discourage the location 

and growth ofbusinesses in states which pursue such anti­

competitive practices. 

fuLL-SERVICE Co.\tP:\~Y 

You have often heard us say that MCI is the nation's long dis­

tance telephone company. and this is true. But we are in busi­

ness to provide a full spectrum of telecommunications 

services worldwide. There are very few companies today 

that can claim to be a full-service telecommunications com­

pany. We believe MCI is one of those few. 

We are building the nation's most cost-etTective, customer­

responsive telecommunications system, capable of transmit­

ting information in any form. Capacities are being enhanced 

by state-of-the-art optical fiber. satellite, single sideband and 

digital radio technologies. 

In worldwide markets, we are expanding from telex 

service to international voice. Our first entry in the voice 

market was Canada. to be followed soon by Australia and 

Belgium, representing our first dial-up service to the Pacific 

Basin and Europe. We are testing service to Greece and 

Spain, and we are negotiating for voice service with a host of 

other countries. 

In the personal communications markets, we will begin 

operation of our first cellular mobile telephone service in 

Minneapolis this summer, and in other cities later in the year. 

In paging, we plan a nationwide. integrated service. 

In the time-sensitive communications market, our new 

MCI Mail service is faster and more cost-effective than other 

deli very services. 

In high volume data, we are augmenting our transmission 

network capabilities to incorporate specialized digital links to 
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President and ChiefOperatitz...~ Officer 

William G. McGowan 
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address the needs of this growing market. By 1987, this mar­

ket is expected to reach S14 billion from just under S4 billion 

today, driven by the proliferation of desktop computers and 

digital communications devices. The number of desktop 

computers, for example, more than doubled between 1982 

and 1983 and is expected to increase nearly five-fold by 1987. 

MCIGoALS 

Those of you who are MCI-watchers and investors of long 

standing know that we have managed our company for 

long-term results, and we will continue to do so. On the 

other hand, the investment community often focuses on the 

short-term performance of a company. Much of the ground­

work to ensure our leadership in this dynamic industry 

began more than three years ago, with sizeable investments 

in our communications network and the acquisition and 

development of new services. These early and substantial 

investments give us an important competitive edge that rein­

forces our confidence in the soundness of our current busi­

ness and our potential for future growth and protitability. 

We expect to generate increased market share as equal 

access is extended across the U.S. during the next tew years. 

We will continue to be the most efficient and low-cost sup­

plier of telecommunications services. 

We will continue to be market-driven, responding to 

proven demand with the latest technology. combined with 

our own imprint of productivity and innovation. 

24 ~ 

We will continue to invest in our network. Our challenge 

is to put in place the most advanced communications tech­

nology so we can successfully and efficiently serve the 

increasing sophistication of our customers. 

We will continue to bring diversity to our company. Not 

diversification, but diversity. We are in the information 

industry, and our business is telecommunications-based ser­

vices. Our services will be as diverse as the market requires. 

Today is a unique time in telecommunications. Divestiture 

has changed our world. It is a rime of contusion. but also 

great opportunity. The telecommunications market today is 

one in which no one has an inherent advantage. In this new 

era. MCI will prosper. Our services are leveraging otT one 

another; they are enhancing one another, and our communi­

cations network is providing the means for them all. 

William G. McGowan 

Chairman and Chief Executive Officer 

~w* 
President and Chief Operating Ofticcr 

May 15. 1984 

• 



REVIEW OF OPERATIONS 

• 

• 

25 

. 
•i 

• I 
;;~ ., 
~· ~ :: .: 



·*'~·· 

January 1, 1984, marked the first stage of true competition in 

the U.S. telecommunications industry. We enter a new era in 

telecommunications ... an industry now poised to bring 

astonishing changes to every American. 

As one news magazine observed: "Never before have so many. 

individuals and organizations been able to interact on such a vast 

scale. By the end of this century, electronic information technology 
~~~·~g~ will have transformed American business, manufacturing, school, 

family, political and home life." 

The instruments of all this change are the telecommunications technologies­

glass fiber, microwave, satellite, laser-and the digital language of computers. 

Integrated, they are radically increasing the volume of information we can manage, 

the speed with which we can handle it, and the manner in which we can move it. 

The beneficiary is the consumer, who will be rewarded with a cornucopia of 

choices at competitive prices, as exploding technologies, sparked by divestiture 

and fueled by competition, bring hundreds of new products and services to the 

marketplace. Ultimately, these technologies will expand our resources and 

improve the quality of life worldwide. 

illustrated on the following pages are the services of a growing MCI in this new 

telecommunicatio~ era: the ability to call anyone, anywhere in the United States; 

to call Canada and soon to call Austral~, Belgium, Greece, Spain and a host of 

countries around the globe; to call from your automobile, using cellular radio; to 

deliver messages through paging; to move data quickly and efficiendy; 

to transmit time-sensitive messages electronically or by printed 

copy-all via MCI's multi-billion dollar, state-of-the-art 

network of microwave radio, fiber optics, and satellite, 

interconnected by the latest computer switching systems. 
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DIVESTITURE AND EQUAL AccEss 

About 34,000 residential and business tele­

phone users in Charleston, West Virginia, 

now have the opportunity to choose their 

-.--~q long distance telephone company, and 

to access that company by dialing "1." 

Charleston residents began choosing their long distance 

company on April15; within a month, MCI had gained 

about 10 percent of the available market. 

Following Charleston, equal access will become available 

in city after city, beginning in late August. Simultaneously, as 

equal interconnection is provided to MCI in cities across the 

country, customers will be asked to designate the long dis­

tance company they want-and, for the first time, they can 

base that decision on price, quality and service competitive­

ness. Approximately 45 percent of the U.S. is expected to 

have equal interconnection by year-end 1985, and approxi­

mately 70 percent by the close of1986. Eventually. equal 

access will be available everywhere in the U.S. 

Charleston is a milestone in MCI's 10-year etTort to intro­

duce competition into the domestic long distance telephone 

industry. The task of remodeling the industry began on janu­

ary 1, 1984, when AT&T divested its 22local Bell operating 

companies, under the terms of a court-approved consent 

decree signed by AT&T and the U.S. Department of justice. 

After years oflitigation and negotiation, debate and dis­

pute, divestiture opened the door to what MCI had al­

ways sought-parity with AT&T. The decree requires the 

.... 

divested operating companies to provide the same quality of 

access to all long distance carriers. This parity means that 

MCI will begin to compete on a level playing field for a mar­

ket that already exceeds S42 billion, and is expected to reach 

S77 billion in 1987. 

Equal access is the most extraordinary one-time market 

opportunity ever atTorded any business in the world. It is 

fundamental to the growth potential and competitive posi­

tion of MCI. MCI customers will be able to dial "'1" or no 

prefix at all, rather than the 12-digits required today. Our 

customers will have improved quality. Potential new cus­

tomers who have rotary dial phones-a market which repre­

sents approximately half of the total number of phones in the 

U.S.-will for the first time be able to use low-cost MCI 

service. Today, these phones cannot access MCI. 

The process for allowing people to choose a long distance 

service will vary in different parts of the country; however, 

in each market, MCI will reach potential new customers 

through marketing, advertising, direct mailings. and a con­

tinuing educational program. 

We are taking the steps to assure success. We are building 

the capacity we will need as we gain equal access. We are 

offering a broad array of new services. With equal access, vyc 

will be able to tailor our services to meet the specific needs of 

our customers. We are sharpening our marketing skills. And, 

to assure that equal access will be implemented on schedule, 

we have met, over the past few months, with the regional 

holding companies and their operating companies. We 

believe that they can meet their equal access commitment. 
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More than this, MCI's communications system is a basic 

resource that we can employ to bring ever more sophisti­

cated services to our customers. With packet switching, for 

sending data in short bursts, and long distance digital trans-

' mission, we can deliver MCI Mail instantly across the coun­

try. As it costs us less to provide these higher value services, 

it costs our customers less to use them. 

With capacity growth, MCI will reach an increasing num­

ber of new cities via its own network, rather than with leased 

lines. To take full advantage of equal access, MCI plans to be 

in a position to offer universal origination and termination to 

each of the regional calling areas established by divestiture. 

This will reduce our use of leased line tacilities, and the costs 

we incur to provide universal termination. 

MCI already is offering intrastate long distance service in 

Texas, Ohio, Florida. Maryland. Pe1111sylvania, New York 

·"
11

\ and Iowa. In addition, California, West Virginia, Alabama 
~ 

...,. and Indiana have authorized MCI to provide long distance 

service within the state, and applications are pending in 16 

other states. 

With new international switches located in the suburbs of 

Los Angeles and New York City, we are set to offer low-cost 

MCI service in all parts of the world. 

SERVING:\ GH.OWIN(; MAI~KET 

MCI is offering an array of telephone 

services in the equal access environment. 

There is dial "1," which b~ .. ..>mes avail­

able in each city as equal access is pro­

vided. We also are retaining 22-digit 

People who are not MCI customers, but who want to choose 

MCI for specific calls, can dial10222 and access our long­

distance system at MCI prices. 

This year we will eliminate subscription fees and special 

rates for calls terminating off the MCI network. We will 

offer 24-hour calling for all services, discounts for volume 

users· and a new telephone credit card, which can be used 

virtually everywhere. 

MCI is expanding its marketing dramatically through a 

new computerized telemarketing center. More than 1.5 

million potential new customers are called each month. 

During the year, MCI introduced the nation's first public 

telephones that can be activated by national credit cards---: 

MasterCard or Visa. Card-caller public telephones will be: 

introduced in airports and other busy locations in 19H4. MCI 

also is pursuing cooperative arrangements with the local Bell 

operating. companies. whereby customers can access MCI 

directly on public telephones. Mountain Bell, a division of 

U.S. West, has introduced the first equal access public tele­

phones, .. gold phones .. at Denver's Stapleton International 

Airport. Boston's Logan Airport has more than 170 equal 

access phones in place. 

For our business customers, MCI is offering an expanded 

WATS service and an improved corporate account service. 

A new Tl service, introduced in April for volume business 

applications, is a very cost-effective means to transmit large 

amounts of data. Later this year, we will introduce a 

software-defined network that will allow sophisticated users 

to have virtually a private network and cater to their own 

particular voice and data needs. 

MCI "Advantage" offers maximum savings and conven­

ience to small business customers. This "miracle in a small 

box"-in this case a microprocessor inspired by MCI. built 

to our specifications and installed at a customer's location­

automatically dials the customer's access number and author-. 
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MCI's SuPER HIGHWAY 

Microwave (FM, single side­

band and digital), optical fiber, 

and satellite, the latest digital, 

tandem and packet switches-all 

comprise MCI's communications high­

way, transmitting every manner of com­

munication-voice, data and image. 

The network is second to.none in its technological 

efficiency and in the array of services it can provide our 

customers. MCI has invested over S2 billion in its coast-to­

coast communications system. Nearly 17,000 route miles of 

high-capacity transmission facilities cover the spectrum of 

state-of-the-art, long-distance technologies. Every switch is 

a "smart" switch, totally adaptable to our customers' needs; 

approximately one half of our available switching capacity is 

digital. and as much as 75 percent of our capacity will be 

digital by the end of this fiScal year. 

MCI's is the second largest microwave system in the 

country. This past year~ we began construction of a new 

microwave route across mid-America, opening the first 

portion for service between Kansas City and Denver. When 

completed, the route will extend from Baltimore to San 

Francisco. We also constructed addinonal microwave systems 

in Southern California, Arizona. Florida, Michigan, Indiana, 

Ohio, Maryland and Virginia. 

Optical fiber is the emerging technology for very high­

capacity routes, and it is increasingly becoming more cost 

effective than other technologies in many applications. These 

pure glass fibers, thinner than a human hair. have almost 

unlimited capacity. MCI has purchased more than 100,000 

miles of optical fiber, and leased 4,300 miles of railroad 

rights-of-way on which to install it. 

MCI's first single mode fiber system was completed be­

tween Dominguez Hills and downtown Los Angeles dur­

ing the year. In March, MCI put into service its 229-mile 

fiber optic system between Washington. D.C .• and New 

York. The system, linking Washington, Baltimore. Wil­

mington, Philadelphia, Trenton, Newark and New York. 

is the world's longest and highest-capacity single m<?dc 

fiber optic system in operation. Single mode is the most 

advanced fiber optic technology available. The electronics 

operate at a rate of 405 million bits per second. providing 

~ ·..:.: . .:• capacity for more than 6,000 simultaneous voice conversa-

t-.:~ 
- -~~~:::·:;·t~~·~ 

tions over a pair of optical fibers-one each for transmitting 

and receiving. A 1,000-page book can be transmitted in one­

twelfth of a second; the cable, between New York and Wash­

ington, containing 22 pairs of fiber, can carry 120,000 

simultaneous conversations. 

We also completed a fiber system between Chicago and 

Downer's Grove, Illinois, and we are constructing systems in 

Florida from Orlando to Tampa and from Riviera Beach to 

Miami. Links from Mobile to New Orleans, Houston and 

Dallas; from Chicago to Cleveland, and from Chicago to . 

Milwaukee are planned in 1984. 

MCI uses satellite to augment its terrestrial network and 

to reach remote cities where other means of transmission 

are not available. Galaxy II, the Hughes Communications 

satellite, was launched last September, carrying 12 MCI 

transponders into space. A second satellite, with another 

12 MCI transponders. is expected to be launched in IYM4. 

Over the next two years, MCI plans to expand its net­

work, increasing capacity not only to serve normal growth 

in demand, but to handle the anticipated surge resulting from 

equal access. This past fiscal year. MCI spent almost S900 

million expanding its communications system. and this year 

we will invest about S1 billion. 

MCI is installing single sideband and digital radios on its 

existing microwave systems. Single sideband radios will 

boost MCI's current 14,000 circuits per FM route to 37,000 

drcuits; digital radios will add another 14,000 circuits per 

route, capable of carrying voice and data simultaneously. 

By the end of fiscal1985, circuit miles will number almost 

275 million, an increase of76 percent over today's capacity. 

It will be a nationwide, high-capacity network of more than 

27,000 route miles. 

IFJ2 

0 

J 



ization code and can be used by rotary dial phones to access 

MCI. Advantage customers increased nearly five-fold last 

yea~ from 13,000 to 70,000. 

MCI makes it a. point to introduce innovative advertising 

and marketing promotions to the industry. Burt Lancaster 

joins Merv Griffin and joan Rivers, all MCI customers, in our 

first use of celebrity spokespersons. This effort is supported 

by attention-getting and business-holding promotions. 

·z n •· w tr iri'it 

tiona! arrangements have been completed. This year, the 

Federal Communications Commission also approved testing 

of direct dial service to Greece and Spain, and we are in the 

midst of promising discussions with other countries in all 

parts of the world. 

MCI began dial-up service to Canada last year, and this 

service has achieved levels of use that MCI and our Canadian 

partners did not expect to attain before 1985. We also offer 

American Express has, for the past two years, marketed our dedicated, or leased private line, service to the United King-

services to its cardholders, and our American Express custom- dom and Belgium. 

ers are now approaching 250,000. We also have reached an The extension of direct dial service overseas opens the way 

agreement with Sears, Roebuck and Co., whereby Sears to dramatic expansion for MCI. MCI's purchase of Western 

Merchandise Group promotes our long distance service to its Union International in 1982 gave us a valuable understand-

credit card customers. ing of the international marketplace, and an entry into a 

MCI is the official supplier of telex and international clcc- S4 billion market that we did not serve-a market which is 

tronic mt.--ssage services at the 1984 Olympic Games, and we growing at approximately 20 percent a year, faster even than 

will provide service for the press corps at the Democratic and the domestic long distance ·market. 

Republican National Conventions. 

Of the many and exciting prospects at MCI. none is more 

exciting than extending our reach internationall~. as we 

introduce new technologies and our low prices to every 

part of the globe. This year will be a rime of rapid move­

ment toward MCI's goal to become an inten1ational com­

munications company. 

We have reached agreements with Australia and Belgium 

to inaugurate direct dial service later this year, after opera-

INTRODUCING NEW SERVICES 

cellular telephone service. In the next year, MCI will provide 

new cellular car telephone service in Minneapolis-St. Paul. 

Pittsburgh, Denver-Boulder and Cleveland. MCI also has 

received initial approval from the FCC to provide service in 

the greater Los Angeles area and has applications pending in 

other large metropolitan areas. 

Cellular technology brings new advantages to car tele­

phone service: clear transmission. greatly expanded capacity. 

a competitive price. and nationwide compatibility. As a result 

of these innovations. the mobile telephone market in the U.S. 

is expected to grow from less than 200,000 conventional 

mobile telephone users today, to more than one million cellu­

lar car telephone users by the end of the century. 

Cellular technology also promises the truly portable phone. 

Within a few years. it will be as common to carry a portable 

phone in one's briefcase as it is now to carry a pocket calculator. 

Paging is also undergoing dramatic change. It has evolved 

from a "locator" service to a message delivery service, where 
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a user can receive information on a display screen or in 

printed form. At the same time, the industry is experiencing 

significant growth. In 1980, there were 1.2 million pagers in 

use; by 1985, nearly 5 million will be in service, and the num­

ber could reach almost 20 millioi:l by the end of this decade. 

Paging also will soon be nationwide. In partnership with 

American Express, Metromedia and Communications 

Industries, MCI has applied to the FCC to provide coast-to­

coast message delivery service, by linking our local paging 

operations across the country to form a message network 

capable of providing service to more than 100 of the largest 

MCI Mail can store customers'letterheads and signatures 

for personalized mail. And we nave added volume service, 

which prints and mails product announcements, sales pro­

motions, price changes, invoices, and other volume mailings, 

in cities close to the recipients' addresses, saving time, etTort 

and money. 

MCI Mail's value is limitless. It reduces mailing prepara­

tion time, cuts delivery time and gives customers complete 

control of the communications process, all for less money. 

Subscribers have grown to llO,QOO, and we expect to havt; 

200,000 by the end of1984, as increasing numbers of people 

metropolitan areas of the country. become acclimated to electronic communications. By 1987, it 

MCI Mail, our newest service and a product of our entrepre- is estimated that there will be almost 60 million personal com-

neurship, is revolutionizing time-sensitive message delivery. puters in place in the U.S., compared to 10 million today. 

Introduced last September, MCI Mail messages begin as a There is no reason to restrict MCI Mail to the continental 

type of electronic mail, but the service's ingenious advance is 

that it can be used with any electronic communicating device 

-incompatibility is eliminated-and will deliver a message 

to anyone, anywhere, electronically or on paper, at prices as 

much as 90 percent lower than comparable time-sensitive 

services. MCI Mail is delivered to hard-copy recipients in 

bright orange envelopes. 

Communications are sent instantly to Naperville, lllinois, 

and delivered according to the option chosen by customers 

when they initiate a message. "Instant" delivers a message 

electronically in seconds for St. .. Four-hour" deliYers paper 

copy to any address in 15 major cities with courier assistance 

within four hours for S25 ... Overnight'' delivers paper copy 

to 20,000 cities in the U.S. with courier assistance by noon 

of the following business day tor S6. ''Next-day" delivers to 

the addressee through the U.S. Postal Service for $2. Telex 

"· -~j;ili'ispatch sends messages worldwide to any telex address. 

U.S .. and we do not plan to. This year, print centers will be 

expanded elsewhere in this country, including Hawaii. and to 

other parts of the world, as we roll out MCI Mail interna­

tionally. This, coupled with international message and data 

service, has been named MCI World Message Service. We arc 

bringing together our experience in international and domes­

tic telex, international cablegram, and our innovation in MCI 

Mail. We will provide instant and hard copy delivery to 

points throughout the world. 

T clecommunications is entering a golden age; it will make 

significant contributions toward vitalizing our economy and 

bringing the world even closer together. T elecommunica­

tions will change for the better the way most of us do busi­

ness, and the way all of us live. We are contident of our 

ability to bring this new era to our customers. This is MCI's 

world-welcome to it! 
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REPORT OF MANAGEMENT 

The management of the Company is responsible for the financial information and re_presentations contained in the financial 
statements and other sections of the annual report. The financial statements have been prepared in contormity with generally 
accepted accounting principles appropriate under the circumstances to retlect. in all material respects. the substance of events 
and transactions which have occurred. In preparing the financial statements, it is necessary that management make informed 
estimates and judgments based on currently available information to record the results of certain events and transactions. 

The Company maintains a system ofintcrnal controls designed to assist management in meeting its responsibility tor reporting 
reliable financial intormation. The system is designed to provide reasonable assurance that assets are safeguarded and transac­
tions arc recorded and executed with management's authorization. Internal control systems arc subject to inherent limitations 
with regard to the necessity to balance costs against the bcnctits produced. The Company believes that the existing system 
of internal controls provides reasonable assurance that errors or irregularities that could be material to the financial statements 
arc prevented or would be detected within a timely period. 

The board of directors pursues its oversight role tor the tinancial statements through its audit committee. which is comprised 
solely of directors who arc not officers or employees of the Company. They are responsible tor engaging, subject to stock­
holder approval. the independent accountants. The audit committee meets periodically with management and the independent 
accountants to review their activities in connection with financial reporting matters. The independent accountants have t\.tll 
and free access to meet with the audit committee. without management representatives present. to discuss the results of their 
examination and the adequacy and quality of internal controls and financial reporting. 

The report of our independent accountants. Price Waterhouse. appears below. Their examination of the financial statements 
includes a review of the Company's system of internal controls in accordance with generally accepted auditing standards. 

Peter K. Laros 
Chief Accounting Ofticer 

lh.Po1n ()F INI>EPENI>ENT Au.:ouNT:\NT.., 

ilterliouse 

To the Board ofJ)irectors and Stockholders 

MCI Communications Corporation 

In our opinion. the accompanying consolidated balance sheets and the related consolidated statements of operations. sources of 
tt.mds invested in communications system and stockholders· equity (pages lY- 33) present fairly the tinancial position of 
MCI Communications Corporation and its subsidiaries at March 31. llJH..J. and llJ83. and the results of their operations and the 
changes in their tinancial position tor each of the three years in the period ended March 31. llJH..J. in contormity with generally 
accepted accounting principles consistently applied. Our examinations of these statements were made in accordance with gen­
erally accepted auditing standards and accordingly included such tests of the accounting records and such other auditing pro­
cedurl'S as we considered necessary in the circumstances. 

May 3. llJ84 
Washington. D. C. 
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SELECTED fiNANCIAL INFORMATION 

MCI CoMMUNICATIONS CoRPORATION AND SuBSIDIARIES 

Years ended March 31, 1984 1983 1982 1981 1980 

Summary of operations: 
(In thousands, except per share amounts) 

Sales of communications services $1,664,729 S1,073,248 $506,352 S234,204 S144,345 
Operating expenses 1,355,390 778,137 339,326 182,866 107,176 
Income from operations 309,339 295,111 167,026 51,338 37,169 
Interest and other expense, net 109,764* 54,520 37,994 27,815 23,824 
Income before extraordinary item 155,668 170,780 86,451 18,742 7,125 
Net income 155,668 170,780 86,451 21,114 13,345 

Earnings per common share**: 
Primary: 

Income (loss) before extraordinary item .67 .85 .45 .04 (.01) 
Net income .67 .85 .45 .06 .05 

Assuming full dilution: 
Income before extraordinary item .67 .81 .43 .04 .00 l Net income .67 .81 .43 .06 .04 

Balance sheet: 
Total assets 53.507,361 $2,070,467 S860,398 S466,892 S309,843 
Long term debt 1,721,504 895,891 400,018 242,707 172,852 
Stockholders' equity 1,135,743 765,632 240,782 148,047 78.847 

Gross investment in communications system 2,437.783 1,563,252 765,276 496,251 343,122 
Annual investment in communications system 889,380 623,010 271,474 155,654 110,252 

*Includes a provision ofS49.8 million to reflect a 
decline in value of telex-related equipment. 

**Restated to reflect two-for-one stock splits in 
August 1983 and September 1982. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

MCI CoMMUNICATIONS CoRPORATION AND SuasiDIARIES 

The substantial rate of growth experienced by MCI in the past three fiscal years and its impact on financial condition and 
operating results are discussed below: 

CAPITAL RESOURCES AND LIQUIDITY 

In ftscal1984, MCI invested S889.4 million in its communications system compared to S623.0 million in 1983 and S271.5 mil­
lion in 1982. During fiscal1983, MCI also completed the acquisition ofWUI, Inc. for $195.1 million. The continuing increase 
in capital expenditures represents MCI's commitment to expand its domestic communications network into new geographic 
areas, to increase the capacity of existing routes and to pro.vide additional switching capabilities as rapidly as possible. This 
rapid development ofits communications system is an integral part ofMCI's plan to meet anticipated demand for its services 
resulting from the availability of equal access and to reduce its dependence on intercity facilities leased from other common 
carriers. 

During ftscal1985, MCI plans to continue this effort with estimated capital spending of one billion dollars. This includes the 
construction often new routes (six of which are fiber optic), major expansion of capacity utilizing single-sideband and digital 
technologies along the most heavily used routes and the addition of terminals in order to expand the reach ofits network. In 
addition, MCI's capital program includes the construction of cellular telephone systems, the expansion of the MCI Mail net­
work, and development of international voice services. 

During fiscal1984, capital resources were provided primarily by funds on hand, funds from operations, and the net proceeds 
ofS986.3 million received from the sale of91/2°/o Subordinated Notes and warrants in August 1983. In December 1983, MCI 
also sold and leased back, under an operating lease, 12 transponders on the Galaxy II Satellite. 

MCI expects to finance its fiscal1985 capital expenditures with funds on hand, funds generated from operations. and 
increased use of equipment lease financing. In addition, MCI plans to finance by an operating lease the 12 transponders on t.he 
Galaxy III Satellite, expected to be delivered in the last half of1984. The Company also has available a S300 million revolving 
line ofbank credit. Long term debt as a percentage of total capitalization was 60°/o at March 31, 1984 compared to 54°/o at 
March 31, 1983 and 62°/o at March 31, 1982. 

REVENUES 

Sales of communications services increased to St. 7 billion in fiscal1984 from S1.1 billion in 1983 and S506 million in 1982. The 
growth in revenue is primarily attributable to an increase in the number of customers and cities served by MCI's communica­
tions network, the provision of universal call termination beginning in fiscai 1983 and the introduction in tiscal 1983 of a mini­
switch which provides preprogrammed dialing of a customer's access number and authorization code. Rate increases in tiscal 
1982 and 1983 and the acquisition ofWUI. Inc. in fiscal1983 also contributed to the revenue growth during these years. There 
were no significant rate increases during fiscal1984. 

In May 1984, the Federal Communications Commission (FCC) directed American Telephone & Telegraph Company (AT&T) 
to fue tariffs providing for a 6.1% decrease in its prices for long distance metered services. including WATS. effective May 25. 
1984. Also in May 1984, MCI announced, effective july 15, 1984, the elimination of monthly fees and the initiation of volume 
discounts on its residential and commercial metered long distance services; and, effective june 1, 1984 the restructuring ofits 
MCI WATS service for large businesses. 

LocAL INTERCONNECTION 

Local interconnection expense increased to S309.2 million in fiscal1984 from $172.7 million in 1983 and $76.2 million in 1982. 
Local interconnection expense increased primarily as a result of additional facilities required to meet the increased number of 
customers being served and significant increases in the rates charged for access to the local telephone exchanges. As a percent­
age of revenue, local interconnection expense increased to 19°/o in 1984 from 16°/o in 1983 and 15% in 1982. 

The rates MCI pays for local interconnection facilities for its metered long distance services were initially established pursuant 
to an agreement negotiated in 1978 by MCI. AT&T and other concerned parries under the supervision of the FCC. Since then, 
these rates have increased significantly. The facilities MCI receives are inferior, or unequal. to those received by AT&T, and 
MCI receives a discount of70°/o from the rates paid by AT&T. 



1,., 

In a series of orders, the first of which was issued in February 1983, the FCC changed the method by which the rates MCI 
will pay for local interconnection facilities are to be calculated. Specifically, the FCC has decided that, until equal access is 
achieved, MCI and other common carriers (other than AT&T) will continue to pay a flat monthly rate per access line for local 
interconnection facilities and that the rates to be paid by MCI and such common carriers will initially be at a 55°/o discount 
from the rates payable by AT&T. The 55°/o differential is to be adjusted in 1985 to reflect changes in the consumer price index 
and will be reviewed by the FCC during the following year. Effective on May 25, 1984. the rates that MCI will pay for 
unequal access will increase significandy both per access facility and as a percentage of revenue. As equality of interconnection 
is achieved, MCI is to pay the same rates as those paid by AT&T, which rates will be calculated on a per minute basis on all 
traffic using local exchange facilities. Additionally, as MCI increases the use of access facilities for intrastate service, the local 
interconnection charges are expected to increase as a percentage of revenue. 

Pursuant to the settlement agreement between AT&T and the U.S. Department ofjustice to terminate the U.S. Govern­
ment's antitrust suit against AT&T, the divested Bell Operating Companies shall begin to provide equal access interconnec­
tions to all long distance common carriers over a period starting not later than September 1, 1984 and ending in 1986. Although 
the quality of interconnection will improve under equal access and certain features, such as rotary dial access will be made 
available to MCI, the cost of equal access will also increase significandy over the charges MCI now pays, or will pay, for 
unequal access during the transition period to equal access. {l 
FACILITIES LEASED FRoM OTHER CoMMON CARRIERS 

The expense for facilities leased from other common carriers increased to S320. 7 million in fiscal1984 from $137.2 million 
in 1983 and S47.0 million in 1982. The increases resulted primarily from MCI's policy to continue to expand its geographic 
coverage for originating and terminating traffic by providing services to certain cities in advance of the construction of its 
own network to those cities and to provide universal termination for certain of MCI's services. As a percentage of revenue, 
expenses for these facilities increased to 19°/o for fiscal1984 from 13°/o in 1983 and 9°/o in 1982. MCI expects that the expenses 
for facilities leased from other common carriers will decrease as a percentage of revenue during the next year as traffic carried 
over leased facilities is transferred to MCI's expanded network. 

OTHER OPERATING ExPENSES 

System, marketing, administrative and general expenses increased to S542.4 million in fiscal1984 from $364.5 million in 1983 
and S160.4 million in 1982. These expenses reflect the continued expansion of the support areas required to meet MCI's cus­
tomer growth, increased marketing and sales efforts to promote new and e'xisting services, and start-up expenses of MCI's new 
services. As a percentage of revenue, these expenses were 33°/o in fiscal1984 compared to 34°/o in 1983 and 32°/o in 1982. ) 

Depreciation expense increased to S183.1 million in fiscal1984 from S103.8 million in 1983 and S55. 7 million in 1982. The ../ 
increase resulted from MCI's continuing investment in its communications system. As a percentage of revenue. depreciation 
expense was 11°/o in f1Scal1984compared to 10°/o in 1983 and 11°/o in 1982. 

INTEREST 

Interest expense increased to S161.8 million in fiscal1984 from S75.3 million in 1983 and S53.6 million in 1982. The increase 
was primarily as a result ofinteres~ cost incurred on debentures issued by MCI during the three year period. Interest expense 
was partially offset by interest income ofS103. 7 million in 1984, S21.3 million in 1983 and $18.6 million in 1982. After interest 
income, the net interest expense as a percentage of revenue was 3% in 1984 compared to 5°/o in 1983 and 7°/o in 1982. 

OTHER EXPENSE 

In March 1984, MCI's international telex subsidiary recorded a provision against pre-tax earnings of$49.8 million for the 
decline in the value of certain of its telex-related eq\lipment. The provision recognizes the diminution in value of the equip­
ment caused by the increasingly competitive climate and accelerated pace of technological change brought about by the recent 
deregulation of the international telex industry. 



STATEMENT OF OPERATIONS 

MCI CoMMUNICATIONS CoRPORATION AND SuBSIDIARIES 

Years ended March 31, 

Revenues: 
Sales of communications services 

Operating expenses: 
Local interconnection 
Facilities leased from other common carriers 
Communications system engineering, 

operations and maintenance 
Sales and marketing 
Administrative and general 
Depreciation 

Total operating expenses 

Income .from operations 

Interest expense 
Interest (income) 
Provision for decline in value of telex-related equipment 
Other expense, net 

Income before income taxes 

Provision for income taxes 

1\/et income 

Earnings per common share: 
Primary 
Assuming full dilution 

See accompanying notes 

1~9 

1984 1983 1982 

(In thousands, except per share amounts) 

S1,664,729 

s 

309,216 
320,692 

205,032 
182,273 
155,069 
183,108 

1,355,390 

309,339 

161,798 
(103,655) 

49,800 
1.821 

199,575 

43,907 

155.668 

$.67 
$.67 

S1,073,248 

s 

172,661 
137,221 

147,190 
101,838 
115,470 
103,757 

n8,137 

295,111 

75,322 
(21,255) 

453 

240,591 

69,811 

170,780 

$.85 
S.81 

S506,352 

76,203 
47,001 

48,711 
50,743 
60,964 
55,704 

339,326 

167,026 

53,634 
(18,571) 

2,931 

129,032 

42.581 

s 86,451 

S.45 
S.43 

_, 



BALANCE SHEET 

MCI COMMUNICATIONS CORPORATION AND SUBSIDIARIES 

March 31, 

Assets 

Current assets: 
Cash and short term investments 
Accounts receivable 
Other 

Total current assets 

Communications system: 
System in service 
Other property and equipment 

Accumulated depreciation 
Construction in progress 

Total communications system, net 

Other assets and deferred charges 

Total assets 

See ac_wmpanying notes 

~0 

1984 1983 

(In thousands) 

s 1.132. 73-l 
302.060 

52,Y3H 

1A87.732 

1. 77-l. 939 
351.752 

2.126.691 
(46o. 764) 
31 l.f)92 

t.Y7l,Ol9 

-lH,6111 

SJ.507.361 

s 541,991 
161,607 

9,566 

713,164 

1,161, 769 
201.695 

1,363.464 ·[ 
(239.086) 
199.788 

1,324.166 

33.137 

S2. f l7< ), -l6 7 



March 31. 

Liabilities and stock/z(llders' equity 

Current liabilities: 
Accounts payable and accrued liabilities 
Accrued interest payable 
Accrued income taxes 
Long term debt due within one year 

Total current liabilities 

Deterred income taxes and other 

Long term debt 

Stockholders' equity: 
Preferred stock. 20,000,000 shares authorized, none issued 
Common stock, S.lO par value, authorized 400,0(XJ,OOO shares, 

issued 235.746,702 and 117,068.594 shares 
Capital in excess of par value 
Retained earnings 

Common stock held by subsidiaries. at cost. 2.720,436 shares 

Total stockholders· equity 

Total liabilities and stockholders' equity 

19H4 1983 

(In thousands) 

s 362.984 
44.830 
23.451 
4Y.414 

4HO.o7Y 

16Y.435 

1.721.504 

23.575 
7H4.10H 
332.352 

1.140,035 
(4.2'J2) 

l.l35.74J 

SJ. 5117.361 

s 224.633 
26,541 
22.207 
48,038 

321.41 t) 

87.525 

895,891 

11.707 
581.533 
176,684 

769,924 
(4.292) 

765.632 

52.070.467 
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STATEMENT OF SouRcEs OF FuNDs INVESTED IN CoMMUNICATIONs SvsTEM 

MCI CoMMUNICATIONS CoRPORATION AND SuBSIDIARIES 

Years ended March 31. 1984-

Fu11ds pro11ided_/Tom l)per,1tions: 
Net income S l55,66H 
Items included in results of 
operations not affecting working capital: 

Depreciation and amortization llJ6.165 
Provision for decline in value of telex-related equipment 4-9.HOO 
Deferred income taxes )ll, YH4-
Employee stock ownership plan 6,flt)0 

Total from operations -UX.617 
Less-Dividends on preferred stock 

-+3H.6 17 

Ftmd~· pnwidt•d .fhmz t'Xtt:n~tzljilltlllcillg: 
Increase in long term debt: 

Sale of subordinated debt 1i 19,265 
Capital lease obligations 12.~5 
Mortgage payable 30.3511 
Notes payable J.5(li 

Increase in equity: 
Sale of warrants with subordinated debt, net l'J7. 1115 
Other 11.51X 

Retirement oflong term debt i.5t '· 731) 
Deferred gain on sale of assets 52.llJJ 
Other, net .~.JII5) 

J.lliJi'.-+47 

Fumi.' u .. •cd r,, ,zcquin· nc:t ,zsseu l!fJJT '[. [ll( .• 

t.·xdudin.'c! tl',,rkiu\! (,zpit,z/,~(S IH,5X.J.: 
Communications system 
Long term debt 
Other assets, net 

ClrLJ11gcs iu tWilptmcm.• ,~ (rl't'rkiu.'t! .:,zpit,zl, t:.wludill.'t! 
ddn dm· witlzi11 ,,,e )'c,zr (Brackets denote a change 
representing funds employed as working capital): 

Cash and short term investments (5()t I. 7 ·k~) 
Accounts receivable ( 1-+tt. +5J) 
Other current assets !-U.J/2) 
Accounts payable and accrued liabilities tJX .. \~1 
Accrued interest payable 1~.2Hl) 

Accrued income taxes 1.2~4 

; h l6.()X-+ l 

bu't'Stmt·m iu ct,mmJmic,ui,,,_.. ~·)'~tcm SHl'N . .'Htl 

See accompanying notes 

1983 1982 

(In thousands) 

$170,780 $ 86,451 

108,643 60,761 

52,913 31,649 
4,200 3.602 

336,536 182,4-63 
(3,352) 

336,536 179,111 

840,087 205,888 l 
19,988 5,040 

10,480 

13,687 9, 11 y 
(42,576) (53.454) 

(17,864) .. (2.811) 

823,802 163. 7H2 

191,368 
(20,894) 

6,084 

176.558 

(397.504) (131.790) 
(83,116) (4-6,(66) 

(4, 116) (1,636) 
95,167 90.087 
15,088 9,480 
13,711 8,496 

(360.770) (71.419) 

S623,010 S271,474-



STATEMENT OF STOCKHOLDERS' EQUITY 

MCI CoMMUNICATIONS CoRPORATION AND SuBSIDIARIES 

Common stock Capital in Retained Common 
Preferred excess of earnings stock held by Stockholders· 

stock Shares Par value par value (deficit) subsidiaries equity 

(In thousands) 

Balance dt .\ldrclz 3 I, 1981 S1,087 37,818 s 3,782 $224,665 (S77, 195) (S4.292) 5148.047 

Common stock issued: 
Conversion of preferred 

stock, net (1,079) 10,206 1,020 (2.065) (2, 124) 
Conversion of debt, net 24 2 587 589 
Purchase of minority 

interest of a subsidiary, net 127 13 2.937 2,950 
Employee stock plans 566 57 9,062 9,11 () 

Redemption of preferred stocks (8) (890) (898) 

Preferred stock dividends (3,352) (3.352) 

Net income 86.451 86.451 

Blllmw.· ,lf .\larch 31, 1982 () 48.741 4,874 234,296 5,904 (4.292) 240.782 

Common stock issued: 
Conversion of debt, net 18,839 1,884 338.499 3-1-0.383 
Stock split effected in the torm 

of a 100°/o stock dividend 48.841 4.884 (4.884) 
Employee stock plans 648 65 13.622 13.6H7 

Net income 170,780 170.780 

Bt~/,mcr ,zr .\l,lrch J I. I 983 0 117.069 11,707 581,533 176,684 (4.292) 765.632 

Common stock issued: 
Conversion of debt, net 31 3 817 H20 
Stock split etTected in the form 

of a 1 00°/o stock dividend 117.183 11.718 (11. 718) 
Sale of warrants with 91h.0/o 

subordinated notes, net 197.105 197.105 
Employee stock plans 1.464 147 16.371 16.51H 

Net income 155.668 155.6()1{ 

8,1/mw: ,u .\lt~rd1 31, I 98-1 s 0 235.747 S23.575 S784.10H S332.352 (S4.292) Sl.135.743 

See accompanying notes 

43 



NoTES To FINANCIAL STATEMENTS 

MCI CoMMUNICATIONs CoRPORATION AND SUBSIDIARIES 

NoTE 1. SIGNIFICANT AccouNTING PoliCIES 

PRINCIPLES OF CoNSOLIDATION 

The financial statements include the consolidated accounts of MCI Communications Corporation and its subsidiaries ( collec­
tively, the Company).' All significant intercompany transactions are eliminated in the financial statements. 

CoMMUNICATIONs SvsTEM 

The investment in communications system is recorded at cost which includes material, interest, labor and overhead. The costs 
of construction and equipment are transferred to communications system in service as construction projects arc completed 
and/ or equipment is placed in service. Depreciation of assets is recorded commencing with the tirst full month that the assets 
are in service and is provided using the straight-line method over their estimated useful lives. The depreciable lives of the assets 
comprising the communications system in service on a weighted average basis approximate twelve years. Other property and 
equipment includes land, buildings and other assets which are depreciated from two to twenty- five years. The cost of 
equipment retired in the ordinary course ofbusiness, less proceeds, is charged to accumulated depreciation. Maintenance and 
repairs are charged to expense as incurred. 

PROVISION FoR DECLINE IN VALU.E OF CoMMUNICATIONS EQUIPMENT 

In March 1984, MCI's international telex subsidiary recorded a provision against pre-tax earnings ofS49.8 million for the 
decline in the value of certain of its international telex-related equipment. The provision recognizes the diminution in valut.: of 
the equipment caused by the increasingly competitive climate and accelerated pace of technological change brought Jbout by 
the recent deregulation o(the.international telex industry. The provision has been included in accumulated depreciation. 

CAPITAL LEASES 

Certain of the Company's lt.""ase obligations mt.-ct the criteria of a capital lease. These obligations are recorded tor tin.ml..'i.d 
reporting purposes at the present value of the ti1ture lease payments, including estimated bargain purchase options. di~nmnh:d 
at the approximate interest rate implicit in the leases. A corresponding amount is capitalized as the cost of the equiptnl'tlt .md 
depreciated over the estimated useful lives of the equipment, which arc generally longer than the terms of the leases. 

INCl )ME TAXES 

The Company tiles a consolidated Federal income tax retunt. Deterred income taxes arc provided on transactions \\'htdt .lrl· 
reported in the tinancial statements in different years than for income tax purposes. Investment tax credits arc ren>rlk·d m11..kr 
the tlow-through method of accounting. 

EARNINGs PEH CoMMoN SHAl{E 

Primary earnings per share was computed on the basis of the weighted average number of shares of common stock outstand­
ing during each year. and common stock equivalents arising trom the assumed exercise of warrants and stock options. if 
dilutive. The weighted average number of shares used in the primary computation tor each of the years was: 19H4-2JJ.Jti6.H.:!.:!: 
1983-202,027,452; and 1982-181.595,536. Net income tor the fiscal year 1982 was adjusted in the calculation by dedunin~ 
preferred stock dividend requirements ofS4.1 million. 

Fully diluted earnings per share reflect additional adjustments tor shares applicable to convertible prcterred stock outstandin~ in 
1982 and for shares applicable to convertible subordinated debt securities which were converted during 1983 (sec Notl' J). Con­
vertible securities outstanding at the end ofll)84 and 19~2 are not classified as common stock equivalents and have not been 
included in the computations since their eftcct is not dilutivc. The weighted average number of shares used in the fully diluted 
computation for each of the years was: 1984-233.306,822; 1983-228.055.244; and 1982-192,012,320. 
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NoTE 2. LEASE TRANSACTIONS 

The amount included in communications system financed by capital leases is: 

March31. 

System in service 
Other property and equipment 

Accumulated depreciation 
Construction in progress 

1984 1983 

(In thousands) 

S2M),4R5 S274,804 
20.112 12,764 

2H6,597 
( 10R.IJ9lJ) 

3.225 

S1H1.723 

287,568 
(82,477) 

6,001 

S211,092 

Leases not capitalized are primarily for sites on which communications equipment and microwave stations are located. and 
administrative facilities including office buildings, vehicles, data processing equipment and office equipment. In addition. dur­
ing the fiscal year 1984, the Company entered into a sale and leaseback of twelve transponders aboard the Galaxy II Satellite, 
which was accounted for as an operating lease. Total rental expense for operating leases amounted to S54.1 million; S38. 7 mil­
lion and S20.3 million for the years ended March 31, 1984, 1983 and 1982. 

At March 31. 1984, the future aggregate minimum rental commitments for capital leases and noncancellable operating leases 
were as follows: 

Years ending March 31, 
Capital 

leases 
Operating 

leases Total 

(In thousands) 

1985 s 51,625 s 63,803 Sll5,428 
1986 33,927 60,476 94,403 
1987 27,371 55,226 82,597 
1988 21,839 49,583 71,422 
1989 10,629 47,706 58.335 
thereafter 7,512 181.368 18H,8HO 

Minimum lease payments 152,903 S458, 162 · S6ll,()65 

Less-Amount representing interest 21.492 

Present value of future lease payments (Note 3) S131,411 



NOTE 3. LONG TERM DEBT 

Long term debt, including the amount due within one year, consists of: 

March31, 

9112% Subordinated Notes due August 1, 1993 
73/4°/o Convertible Subordinated Debentures due March 15, 2003 
127/s0/o Subordinated Debentures due October 1, 2002 
141/so/o Subordinated Debentures due April1, 2001 
15% Subordinated Debentures due August 1, 2000 
Capital lease obligations at a weighted average interest rate of11 °/o (Note 2) 
12112°/o Mortgage payable due February 1, 1994 
7. 9°/o promissory notes due in equal annual installments through 1987 
Notes payable and other debt 

Total debt 
Net unamortized discount 

Long term debt due within one vear 

Total long term debt 

1984 1983 

(In thousands) 

Sl.OOO.(IIK) 

399.1HO 
250.0()0 
125,000 
52.500 

131.411 
3f).346 
17.~00 

12.597 

2.otH.H34 
(247.916) 

(4<J.-U-l) 

St. 721,304 

$400,000 
222,000 
125,000 

52,500 
162,889 

22,250 
10,440 

995,079 
(51, 150) 

(48,038) 

S895,891 

Annual maturities oflong term debt for the five fiscal years after March 31, 1984 are (in thousands): 1985-549,414; 
1986-$33,442; 1987-S29,970; 1988-526,317; and 1989-S10,893. 

The subordinated notes and debentures are subordinated in right of payment to the Company's existing and future senior 
indebtedness, as defined in the respective indentures. 

Total interest costs were (in thousands) S185,834 in 1984. S87.575 in 1983 and S56,890 in 1982 of which 524,036; S12.253 and 
S3,256 have been capitalized. 

The 9112°/o Subordinated Notes, each consisting of one thousand dollar principal amount due August 1, 1993 were sold in a 
unit together with a warrant to purchase thirty-six shares of common stock at S27.50 per share. subject to adjustment. until 
August 1, 1988; each warrant holder may tender the note at the principal amount. without any credit tor accrued imerest. 
toward the exercise price of the warrants. The notes are redeemable at the Company's option prior to maturity in whole. or 
from time to time in part, at a price of100% of the principal plus accrued interest. The warrants arc redeemable at the Compa-
ny's option at S8.50 per warrant at any time on or after August 1. 1986 in the event that the last reported sale price of the com- ) 
mon stock has averaged at least 150°/o of the then effective exercise price of the warrants for a period of20 consecutive trading 
days.immediately preceding die date of the redemption notice. 

73/4°/o CoNVERTIBLE SL'UOIH)INATED DEBENTL'I~E.s 

The 73/4°/o Convertible Subordinated Debentures are convertible into common stock at S26.06 per share. subject to adjustment 
under certain events as prescribed by the indenture. The debentures arc redeemable at the Company's option at prices declining 
from 106.975°/o to 1()()0/o of the principal amount at March 15, 1993 and thereafter. plus accrued interest. The redemption may 
not be made prior to March 15, 1985 unless. tor the period of30 consecutive trading days immediately preceding the date of the 
redemption notice, the reported last sale price of the common stock has averaged at least 14<)0/o of the then etlcctive conversion 
price of the debentures. Annual mandatory sinking fund payments ofS30 million, commencing on March 15. 1993. arc calcu­
lated to retire 75% of the issue prior to maturity. 
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127/R0/o SuBORDlNATED DEBENTURES 

The 127/a0/o Subordinated Debentures are redeemable at the Company's option at 100°/o of principal amount plus accrued 
interest through the redemption date except that no redemption may be made prior to October 1, 1987 from, or in antici­
pation of, funds borrowed at an interest cost ofless than 15.18°/o per annum. Annual mandatory sinking fund payments 
ofS18.8 million, commencing on October 1, 1992, are calculate~ to retire 75°/o of the issue prior to maturity. Delivery 
of an additional S28 million principal amount of debentures was deferred to April4, 1983 and resulted in net proceeds of 
approximately S23. 7 million. 

141/x0/o' SUBORDINATED DEBENTURES 

The 141/s0/o Subordinated Debentures are redeemable at the Company's option at 100°/o of the principal amount plus accrued 
interest through the redemption date except that no redemption may be made prior to April1, 1986 from, or in anticipation of. 
funds borrowed at an interest cost ofless than 16.8o/o per annum. Annual mandatory sinking fund payments ofS9.4 million, 
commencing on April1, 1991, are calculated to retire 75°/o of the issue prior to maturity. 

15°/o SUBORDINATED 0EBENTL'I~ES 

The 15°/o·Subordinated Debentures are redeemable at the Company's option at prices declining from 109% to 100°/o of the 
principal amount at August 1, 1990 and thereafter, plus accrued interest, except that no redemption may be made prior to 
August 1, 1990 from, or in anticipation of, funds borrowed at an interest cost ofless than 15°/o per annum. Annual mandatory 
sinking fund payments of S3. 9 million, commencing on August 1, 1990, are calculated to retire 75 °/o of the issue prior to matu­
rity. The Company has the non-cumulative right to redeem up to an additional S3. 9 million principal amount of the 
debentures on any sinking fund date. 

CoNVERTIBLE Sl:Bot~ntNATEI> DusE~TL:REs C.-\LLED FoR REDEMPTION 

In May 1982, the Company sold S250 million aggregate principal amount ofl0°/o Convertible Subordinated Debentures due 
May 15, 2002. The Company called for redemption on December 13, 1982 all the outstanding principal amount of these 
debentures. Substantially all the debentures were converted into common stock at a conversion price ofS11.25 per share. 

The Company called for redemption on February 16, 1983 all the S99.4 million outstanding principal amount of the 101/4_0/o 
Convertible Subordinated Debentures due August 15, 2001. Substantially all of the debentures were converted into common 
stock at a conversion price ofS6.41 per share. 

The 12112°/o Mortgage is payable in equal monthly installments of principal and interest until February 1994, when the entire 
unpaid balance ofS29.4 million is due and payable. The mortgage is secured by a deed of trust on certain real property of the 
Company. 

The Company has an agreement with eleven commercial banks which provides for revolving credit borrowings of up to 
S300 million at any time until April1, 1987. On or before April1, 1987, the Company may convert the revolving credit bor­
rowings and any unused portion of the revolving credit commitment into term loans repayable in sixteen consecutive 
quarterly installments. The agreement provides tor interest on the aggregate unpaid balance of all loans outstanding at either 
the prime rate or certain tixed interest rates as elected by the Company from time to time. The Company pays a commit­
ment tee of .375°/o per annun1 on the daily average unborrowed portion of the revolving credit limit. The agreement contains 
certain tinancial and other covenants relating to investments, net worth. indebtedness and lease rental payments and 
restricts the payment of dividends. No borrowings were outstanding under the agreement as of March 31, 1984. 



NoTE 4. INCOME TAxEs 

The current payable and deferred tax provisions are as follows: 

Years ended March 31, 1984 1983 1982 
Current: (In thousands) 

Federal s 6.137 s 6.750 s 3.235 
State and local 6,7H6 10.148 5.288 

11.913 16.898 8.523 

Deferred: 
Federal 16.625 43.317 30,188 
State and local 4-.359 9,596 3.870 

31 I, 9H4- 52.913 34,058 
S43. 1JI17 569.811 S41.581 

The Company fully utilized the remaining balance of its net operating loss carryovers for tax purposes during the year ended 
March 31. 1982. 

The deferred tax provision. representing the tax effect of timing differences. is summarized below: 

Years ended March 31. 

Excess of tax deduction over book expense: 
Accelerated depreciation 
Interest and other costs 
Capitalized leases 
Personal property tax 
Employee benetit plans 

Provision for decline in value of telex-related equipment 
Deferred gain on sale of assets 
Realized (unrealized) investment tax credits due to deterral of income taxes 
Other 

Provision for deferred income taxes 

1Y84 

S6H.III II 
16.117 
7.0H6 
5.636 
h. 161 

(25.115tJ) 
(27!J31) 
( 12.637) 

((),401) 

SJII,'JH4 

1983 

(In thousands) 

547.000 
11,100 
4,200 
4.034 

(10.470) 
(3,051) 

552.913 

The statutory Federal income tax rate is reconciled to the Company's effective income tax rate as follows: 

Years ended March 31. 

Statutory rate 
Investment tax credits 
State and local income taxes. net of federal income tax benctit 
Other 

Effective income tax rate 

I'JK4 

~(,,1, .. ,, 

:2(dl) 

·'··I 
1 .• 4-) 

22.fl''·u 

1983 

46.11'%, 
(21.2) 

4.4 
~.2) 

29.t)0/o 

1Y82 

S8,79o 

17,tJH7 

n.536 
745 

S34.058 

llJH2 

• 

, 
4().1)% 

( 17.5) 
3.H 

.7 

At March 31, 1984, the Company had approximately $31 million of investment tax credits available to reduce future Federal 
income tax liabilities through 1999. 



NOTE 5. STOCKHOLDERS' EQUITY 

PREFERRED STOCK 

The Company is authorized to issue 20 million shares, S.10 par value per share, the terms and conditions of which are deter­
mined by the board of directors at each issuance. 

$1.80 Cumulative Convertible Preferred Stock. The Company called for redemption on May 8, 1981 all the approximately 
4.8 million outstanding shares of the S1.80 preferred stock at the stated redemption price ofS16.50 per share plus accrued 
dividends ofS.04 per share. Substantially all of the shares outstanding were converted into shares of common stock. 

$1.84 Cumulative Convertible Preferred Stock. The Company called for redemption on November 18, 1981 all the approxi­
mately 3.6 million outstanding shares of the S1.84 preferred stock at the stated redemption price ofS16.69 per share plus 
accrued dividends ofS.40 per share. Substantially all of the shares outstanding were converted into shares of common stock. 

COMMON STOCK 

On July 20, 1982, the stockholders approved an increase in the number of authorized shares of common stock from 
100 million to 200 million. Concurrently, the board of directors authorized a two-for-one stock split, effected in 
the form of a 100°/o stock dividend, payable on September 10, 1982 to stockholders of record on August 3, 1982. 

~ On july 19, 1983, the stockholders approved an increase in the number of authorized shares of common stock from 
200 million to 400 million. Concurrently, the board of directors authorized a two-for-one stock split effected in the form 
of a 100% stock dividend, payable on August 19, 1983 to stockholders of record on july 29, 1983. 

All per share amounts herein, conversion prices for subordinated notes and debentures, and data as to outstanding and 
exercisable common stock options have been adjusted for both of these common stock splits. 

NoTE 6. CoMMON STOCK CoNTINGENTLY IssUABLE 

Shares of the Company's common stock contingently issuable at March 31, 1984 were as follows: 
(In thousands) 

Exercise of warrants to purchase common stock (Note 3) 
Conversion of73/4o/o Convertible Subordinated Debentures (Note 3) 
Employee stock option plan 
Employee stock purchase plans 

EMPLOYEE STOCK OPTION PLAN 

36,000 
15,316 
4,120 
1,948 

57,384 

On july 20. 1982, the stockholders approved an amendment to the plan providing for the issuance of up to 5 million shares of 
common stock. The Company has elected to treat all options granted under the plan as incentive stock options to the extent 
permissible under the Internal Revenue Code. Thereby, no compensation expense will result to the Company from the grant of 
such an option. Stock appreciation rights may be granted in connection with all or any part of any stock options granted under 
the plan either at the rime of grant of the option or at any time thereafter. No stock appreciation rights were outstanding at 
March 31, 1983 and 1984. 

Options granted under the plan are exercisable at such times and in such installments as are determined by a committee of the 
board of directors, except that no option will be exercisable less than one year or more than ten years after the date of grant. 
Options granted under the plan may not have an option price less than the fair market value of common stock on the date of 
grant. 

On july 19, 1983, the stockholders approved an amendment to the plan permitting the grantee of a stock option to pay the 
purchase price for stock option exercises by surrendering shares having a fair market value equal to or greater than the purchase 
price. 



Additional information with respect to the employee stock option plan is summarized in the following table: 

Shares under option. March 31. 1982 
Options granted 
Options exercised 
Options terminated 

Shares under option. March 31. 1983 
Options granted 
Options exercised 
Options terminated 

Shares under option. March 31. 1984 

Options exercisable, March 31. 1984 

EMPU WEE STOCK PURCHASE PLANS 

Option Price 

Number of shares Per share Total 

(In thousands, except per share amounts) 

2.162 s .63-8.89 $ 7.645 
518 8.39-22.13 7,570 

(473) .63-7.85 ·(741) 
_..........~~.(6_9) 1.38-17.75 (359) 

2.138 . 94-22.13 14.115 
1,072 9.14-26.00 16.330 
(242) 1.44-12.00 (845) 

_ __.(3_3), .94-17.75 (225) 

2. 935 S1.38-26.<X> 529.375 

968 $1.38-22.13 s 5.~56 ----

Und
1
er emplofyhee stock purchhase plans. an ag

1 
gregrate of2.2 million shares of common stock may bfe purchased by eligible I 

emp oyees o t e Company t rough payrol deductions. The purchase price is equal to the lesser o (a) 85°/o of the fair market 
value of the stock on the date it is purchased or (b) 85°/o of the fair market value of the stock on the effective date of the otter. 

NoTE 7. EMPLOYEE BENEFIT PL.\:'-Js 

PENSit lN PL:\NS 

Effective Aprill. 19tH, the Company established a dctined benetit noncontributory pension plan (MCI Plan) and a supplemen­
tal pension plan (Supplemental Plan). Subsidiaries ofWUI. Inc. acquired on june 30. 1982 (see Note 8) have two noncontribu­
tory plans (WUl Plans). Collectively. these plans cover substantially all tull time employet."S. 

The fiscal year 1984 pension expense tor all plans was 57.4 million. consisting of the normal cost and the amortization of past 
service costs. During 1984. the Company made contributions to the MCI Plan and the WUI Plans in an amount sufticient to 
meet ERISA requirements. The Supplemental Plan is a non funded plan. and the Company records as annual compensation 
expense an amount which. if accumulated at the rate of interest used in the actuarial computations. would result in the: present 
value of the future pension benetits at the date of retirement. 

As of the most recent actuarial valuation dates, in early 1983. the actuarial present value of vested and nonvested accumulated 
plan benetits were 544.2 million anp 58.0 million. respectively and net assets available tor benefits were 546.5 million. The: 
weighted average assumed rate of rerum in determining the actuarial prt."Sent value of accumulated plan benctits was approxi­
mately 7°/o. 

In accordance with the terms of the Employee Stock 0\vnership Plan (ESOP). the Company is c:ntitled to make an annual con­
tribution to the ESOP. either in cash or shares of the Company's common stock. in amounts as determined by the board of 
directors. The Company has contributed 526.315 shares of common stock as an estimated contribution tor tiscal year lYH-': 
189.348 shares of common stock as a contribution tor fiscal vear 19H3 and 4(KJ.o:w shares of common stock as a contribution tor 
tiscal year 1982. The total compensation expense recorded t~r the ESOP was S6 million: S4.2 million and S3.6 million for the 
years ended March 31. llJH4. 1lJ83 and llJH2. 
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INVESTMENT TAX Crt EDIT EMPLOYEE STocK OwNERSHIP PLAN 

The Company has established an investment tax credit employee stock ownership plan (TRASOP) which. pursuant to existing 
Federal tax laws through December 31. 1982 only. permitted the Company to increase its investment tax credits by an addi­
tional one percent (from 10°/o to 11 °/o}. if the additional one percent was contributed to the TRASOP trust in the torm of shares 
of the Company's common stock. The TRASOP was replaced with a payroll based tax credit employee stock ownership plan 
(PAYSOP) which. pursuant to existing Federal tax laws permits the Company a tax credit of0.5°/o of annual compensation of all 
employees covered by the plan. 

The Company made contributions to the TRASOP/PAYSOP of230.058 and 236,042 shares of common stock valued at 
$4.1 million and S2.1 million for the years ended March 31. 1983 and 1982. The Company's tax credits \vcre increased by 
corresponding amounts. 

Nt HE H. Ac<.~UISITit )N l)F WUI. INc. 

The Company acquired WUI. Inc. tor $195.1 million on june 30, 1982. Through the operating subsidiaries acquired in the 
transaction, the Company offers a range of subscriber services including telex. cablegram. private leased channel. radio pa~in~ 
and mobile telephone services. 

The acquisition was accounted for as a purchase and the total purchase price was allocated to assets and liabilities acquin:d based 
upon their fair value. The Company's statement of operations includes the results of the acquired companies from july I. I9H2. 

The following pro forma combined results of operations for the years ended March 31. 1983 and 1982. give effect to the acquisi­
tion ofWUI, Inc. as though it had occurred on April1. 1981. The pro forma tinancial intormation is not necessarily indicative 
either of results of operations that would have occurred had the acquisition been effective on April1. 1981 or offi1ture results of 
operations of the combined companies. The results arc based on purchase accounting adjustments recognized in the combina­
tion and reflect additional interest expense as if borrowings had been incurred in connection with the acquisition and had been 
outstanding from the beginning of each year. 

Years ended March 31. 

Revenues 
Net income 
Earnings per common share: 

Primary 
fully diluted 

NoTE 9. 0THEI{ MATTEI{S 

1lJH3 ltJH2 

(In thousands, except per share amc.mms) 

S1.128.8n S71 I. 'N~ 
171.1~8 1112.477 

.85 

.HI 
.54 
.51 

The Company commenced an antitrust action in March 1974 in a United States District Court against American Telephone & 
Telegraph Co. (AT&T) and its associated Bell Telephone companies. The District Court on june IJ. 1980 rendered ajudgrm:m 
in favor of the Company in the amount ofS1.8 billion. which represents the jury's verdict ofS600 million trebled as re4uired by 
the antitrust law. Upon appeal. the Seventh Circuit Court of Appeals affirmed certain of the jury's tindings of violations of the 
antitrust laws by AT&T. but reversed certain of the jury's tindings ofliability and remanded the case to the trial court tor a 
redetermination of damages due the Company. Afi:er further appeals. a new trial on damages has been set tor December l9H4. 
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NoTE to. FINANCIAL REPolniN<; ANI> CH:\N<;IN<; P1ucEs (UNAUDITED) 

In September 1979. the Financial Accounting Standards Board (FASB) issued Statement No. 33 ... Financial Reporting and 
Changing Prices." The Statement requires that companies supplement their historical financial statements with information 
that discloses the impact of changing prices on two different bases: constant dollar and current cost. 

No consensus has been reached either on the prctcrability of any one reporting method or on the practical usefulness of the 
resulting data. The data below has been prepared to comply with Statement No. 33; however. the Company believes that it 
should be used with care because the data neither completely nor accurately portray intladon 's ettccts. 

Cl lN~TANT Dt lllAI~ 

l)uring intlationary periods. the amount of materials and services .1 dollar will buy generally declines. It is desirabk· to express 
the measurements ofsuch'amounts in constant dollars of equivalent general purchasing power. Theretore. the hismrical tin.ln­
cial data presented has been adjusted through application of the Consumer Price Index tor All Urban Consumers m pres(.:nt 
results expressed in common dollars of purchasing power. 

CUIWENTCl)S[ 

It is also recognized that the prices of particular materials t.md services increase. bur-not always at the same rate. Therefore. this 
measurement ofintlation is otten unique to a company and to specitic materials and services used by that company. This intb-
tionary measurement is retcrred to as specitic prin:s or current cost. i 
The current cost data haVL' been dcvelopL·d utilizing indices which were based on vendor price quotes. published industry stan­
dards and ..:nginecring estimates. The current cost data docs not rctlect any economic bcnetits inherent in new. more.: advann·d 
tl.'chnology. It should be noted that the increase in communiL·ations system amount under the current cost method is less than 
the increase resulting from usc of the general rate ofintlation. This diftcrence results trom and is attributable to bend its trom 
changes in supply and demand and technology. 

lntlation also impacts monetary asSL'ts. such as c.·ash and accounts rL'CL'ivablc. which lose purchasing power during pc.·ri(Jds of 
rising prices. Conversely. holders of liabilities benctit during pc.:riods ofintlation. The Company's monl.'tary liabilitil.'s l.'X(l'l.·ded 
monetary assets at the end of the ye<tr. therd(>re an unrealized purchasing power gain is shown. 

APIIITIONAI. D.'\ f:\ 

The additional data required by the Statement t{>r tiv~: years adjusted to averagl.' 19H4 dollars are as tollows: 

Y~ars ended March 31. JIJX4 I9H.l 19X.2 llJHI 1tJXII 

(In thousands. except per share amounts) 

Salt."'S of nmununications scrvin:s s l.ll(\4, 72'J S I. 1 I 11.1139 S551t.tJ42 S.2XI l.ll5(, S1'H.KH 
Historic.tlc.·ost int{>rmarion alljusted t(>r 

g;eneral intlarion: 
lm:mne bd{>re l.'Xtraordinary item 12.lJ(,5 152.296 HII.76H 13. w,x J.4fl5 
hteolllL' (loss) bdore extraordinary 

item per common share .5.'\ .75 A2 .1111 (.ll(l) 

NL·t assets at year end 1.JJ(l,2.\.'i lJ74.X62 3711.922 2H5.H50 1 H(,,4JX 
Currc.:nt cost information: 

lnnmtL' bd(>TL' L'Xtraordin•try item J.=D.-H,4 172.372 l{(,,IICIO 19.11110 7.277 
Income (loss) bctore c.·xtraordinary 

item per common share . (,(, .H5 A5 .llJ (.OJ) 
Excess ofim:rease in the general intbtion 

r<lte over incrl.'ase in spccitic pricc.·s 5tJA22 J2.7HII X.lJ55 26.745 27.T2.tJ 
Net assets at yl.'ar c.·nd 1.17i.II1J7 H39.7lJ5 3 17.(,11X 22<J.4PJ 14.l'J611 

( ;Jin from decline in purc.:hasing po\\'l.'r 
of Tll.'t amounts owed .'\2.11111 17.939 21.CJ2J 2H • .2HX Jll,l.'\7 

Markc.·t price pc.·r common sharL' at yc.·ar c.·nd H.JX 2161) H.76 4.10 l.H5 

Average consumer pricl.' index .'ill I. 7 291.7 277.4 252A 224.X 

The Company has not paid any divic.knds on its common sroc.·k. 
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STATEMENT OF 0PEUATIONS AI>JUSTEI> Fo1~ INFL:HitlN ANI> CH:\N<iiNC PHicEs 

Year ended March 31, 1984 

Net income, as reported 

Adjustment to restate depreciation 

Net income, as adjusted 

Gain from decline in purchasing power of net amounts owed 

Increase in specific prices (current cost) of communications 
system in service during the year* 

Effect of increase in general price level 

Excess of increase in the general inflation rate over 
increases in specific prices 

Net income per common share: 
Primary 
Assuming full dilution 

Net assets at year end 

Historical Constant Current 
cost dollar cost 

(In thousands, except per share amounts) 

S155,668 S155.668 $155.668 

32.303 2.204 

$155.668 S123.365 S153,464 

s 32.100 s 32.100 

(S47,563) 
76.508 

s 28,945 

S.67 S.53 S.66 
.67 .53 .66 

1,135,743 1,336.233 1.177,097 

*At March 31. 1984, communications system at current cost, net of accumulated depreciation, was $2,044,298. 

NoTE 11. SF.LECTI:.Il Qt;AIUUU.Y FIN:\N( 1.\1 I}-\ 1.-\ ( UN:\L'I >111-.1 >) 

Three months ended, 

Revenues 
Income from operations 
Net income 
Earnings per common share 

Revenues 
Income from operations 
Net income 
Earnings per common share 

June30, 
1983 

Sept. 30, 
1983 

Dec. 31, 
1983 

March 31, 
.1984* 

(In thousands, except per share amounts) 

S363, 775 S396,153 S430, 131 5474,670 
95,282 78,687 73,366 62,004 
54,635 51,533 43.599 5.901 

.23 .22 .19 .03 

Junc30. Sept. 30, Dec. 31. March 31, 
1982 1982 1982 1983 

5185.140 S261.745 S294,962 5331,401 
61.527 65.184 76.163 92,237 
36.485 37,579 43,571 53,145 

.19 .19 .22 .24 

*Includes a provision ofS49.8 million to retlect a decline in value of telex-related equipment (Note 1). 
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GENERAL CoRPORATE INFORMATION 

ANNUAL STOCKHOLDERS' MEETING 

July 17, 1984 
The Washington Hilton Hotel 
1919 Connecticut Avenue, N. W. 
Washington, D. C. 
tO:OOA.M. 

STOCK TRANSFER AGENT AND REGISTRAR 

The First National Bank of Chicago 
One First National Plaza 
Chicago, Illinois 60670 

TRUSTEES, REGISTRARS AND WARRANT AGENT 

15°/o Subordinated Debentures due August 1, 2000 
A1/s0/o Subordinated Debentures due Aprill, 2001 
127/s0/o Subordinated Debentures due October 1, 2002 
73/4°/o Convertible Subordinated Debentures 
due March 15, 2003 
9'/2°/o Subordinated Notes due August 1, 1993. 
Warrants to purchase common stock. 

Bankers Trust Company 
Corporate Trust 
P.O. Box318 
Church Street Station 
New York, New York 10015 

Debenture Exchange Listings: The New York Stock 
Exchange 

0 

Convertible Debentures and Notes Traded 
>ver-the-Counter 

COMMON STOCK 

Traded Over-the-Counter 
NASDAQ Symbol: MCIC 

Design: Pentagram 
JUusmtion: SteVen Guamaccia 
Printing: Stephenson. Inc. 

PRICE RANGE 

(Adjusted for two-for-one stock splits effected in the form of 
a 100 percent stock dividend in September 1982 and in 
August 1983) 

Bid Price 

Quarter Ended High 

1982-1983 
June30 1F/s 
September 30 1215/t6 

December31 221/2 

March31 233/s 

1983-1984 
June30 273/4 
September 30 25 
December31 163/4 
March31 153/4 

Holders of Common Stock at March 31, 1984 
Record Holders: 67,%5 

DIVIDEND POLICY 

Low 

8 
9 

11 1/s 
167/s 

21 112 
147/s 
131/s 
81/s 

The Company has not paid dividends on its common stoc}t, 
and has no present plans to do so. 

0 

TRADING VOLUME 

During 1983, MCI's common stock was the most actively 
traded security in the over-the-counter market. accounting 
for a trading volume of more than 330 million shares. This 
was the third year in a row that MCI's common stock had led 
the over-the-counter market in trading activity: 1982 volume 
exceeded 200 million. During the period from january 1984-
March 1984, MCI traded over 138 million shares ofits 
common stock. 

INQUIRIES 

Communications concerning lost certificates, interest and 
changes of address should be directed to the appropriate 
registrar. 

For additional information on the Company, its finances, 
operations and services, or to obtain a copy ofMCI's Form 
10-K annual report to the Securities and Exchange Com­
mission, contact Anthony F. Abell, Director, Investor Relations, 
MCI Communia~tions Corporation, 113319th Street, N. W., 
Washington, D.C. 20036. (202) 887-2028 



MCI 
Communications 
Corporation 
113319th St. NW 
Washington, DC 20036 

56 

• 

I 

• 
i 



Exhibit 5 

SECURITIES AND EXCHANGE COMMISSION 
Washington, D. c. 20549 

Form 10-K 

ANNUAL REPORT PURSUANT TO SECT ION 13 OR 15 (d) OF 
THE SECURITIES EXCHANGE ACT OF 1934 

For the fiscal year ended: March 31, 1984 Commission File Number: 0-6547 

MCI COMMUNICATIONS CORPORATION 
(Exac: ~ame of reg1strant as 

spec1fied in its charter) 

Delaware 
(State or other Jurisdiction of 
incorporation or organization) 

1133 Nineteenth Street, N. w. 
Washington, D. C. 

52-0886267 
( I.R.s. Employer 
Identification No.) 

20036 
(Address of principal executive offices) (Zip Code) 

Registrant's telephone number, including area code: 202·872-1600 

Securities registered pursuant to Section 12(b) of the Act: 

Title of each class 
15% Subordinated Debentures 

due August 1, 2000 

14 1/8% Subordinated Debentures 
due April 1, 2001 

12 7/8% Subordinated Debentures 
due October 1, 2002 

Name of each exchange 
on which registered 
New York Stock Exchange 

New York Stock Exchange 

New York Stock Exchange 

Securities registered pursuant to Section 12(g) of the Act: 

Common Stock, S.10 par value per share 
Warrants to Purchase Common Stock expiring August 1, 1988 

7 3/4% Convertible Subordinated Debentures due March 15, 2003 
9 1/2% Subordinated Notes due August 1, 1993 

(Title of class) 

Indicate by check mark whether the registrant ( 1> has filed all reports 
required to be filed by Section 13 or 15 (d) of the Securities Exchange Act 
of 19 34 during the preceding 12 months, and ( 2> has been subj ece to such 
filing requirements for the past 90 days. 

Yes X No 

The aggregate market value of · the voting stock of MCI Communications 
Corporation held by non-affiliates was Sl,807,700,000 at May 31, 1984, based 
upon the closing price of such stock on such date. 

As of May 31, 1984, registrant had outstanding 235,975,287 shares of Common 
Stock. 

Documents Incorporated by Reference: 
Portions of the Annual Report to Stockholders for 1984 Fiscal Year - Part II 
Portions of the Proxy Statement For 1984 Annual Meeting of Stockholders -

Part III 

57 



PART I 

Item 1. Business 

MCI*, through its subsidiaries, provides a wide spectrum 
of domestic and international voice and data communications 
services to its customers. These services include long 
distance intercity telephone services in the continental United 
States, and to and from Hawaii, Puerto Rico and parts of 
CanadaJ international telephone services, currently on a 
limited basisJ radio paging and conventional and cellular 
mobile telephone services in the United States: international 
record communications services between the United States and 
more than 100 foreign countriesJ and a nationwide 
time-sensitive electronic mail service. MCI is continuing to 
expand its communications service offerings and capabilities to 
meet the increasing communications requirements of its 
residential and commercial customers. 

Communications Services 

The principal communications services offered by MCI are 
its long distance intercity telephone serv1ces, which are 
currently available in more than 200 metropolitan areas in the 
United States. These services permit a subscriber to make an 
interstate call to anywhere in the continental United States 
and Hawaii, and to Puerto Rico and parts of Canada. In 
addition, in certain states subscribers may make intrastate 
calls. 

MCI's intercity telephone services are used by customers 
primarily for voice communications, although they may also be 
used. for the transmission of data, facsimile, teleprinter and 
other signals. MCI is currently the ~econd largest nationwide 
carrier of long distance intercity telephone services. 

MCI's principal intercity telephone service is a dial­
access usage-sensitive service that is billed on the basis of 
the distance and duration of each call. A subscriber in a 
metropolitan area served by MCI accesses this service from a 
push button phone by first calling MCI's seven-digit local 
access telephone number, inputting a five-digit authorization 
code unique to that subscriber and then inputting the desired 
area code and telephone number. This service is available on a 
24 hours-a-day, seven days-a-week basis or on an evening/night 
and weekend-only basis, the latter being utilized primarily by 
residential customers. MCI also makes available equipment 

*Unless the context otherwise requires, "MCI" means MCI 
Communications Corporation, a Delaware corporation organized in 
August 1968, and its subsidiaries on a consolidated basis. 
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designed and supplied by MCI and located on the customer's 
premises, which automatically dials the local access number and 
authorization code, thus requiring the customer to input only 
the area code and telephone number called. 

Historically, in addition to charges for each call, MCI 
charged a monthly or, since June 1983, a one-time fee which 
varied with the service ordered. Effective July 15, 1984, all 
subscription fees and monthly service charges for MCI' s dial 
access usage sensitive services will be eliminated and all 
customers will be able to access such services on a 24 
hours-a-day, seven days-a-week basis. For a description of 
this and other recent changes in MCI' s pricing structure, see 
"Competition." MCI also will commence offering long distance 
directory assistance services on July 15, 1984. 

MCI's other usage sensitive intercity telephone services 
include Network Service and MCI WATS, which are provided over a 
dedicated access line between the customer and MCI 's nearest 
operations center and are used primarily by commercial 
customers having a large volume of communications. MCI also 
offers Credit Card Service, which is a dial access service that 
allows a customer to place any interstate (and, in certain 
states, an intrastate) call from any of the cities where the 
service is currently offered. 

MCI also offers private line service, which provides 
dedicated telecommunications facilities for customers with very 
large volumes of communications between two or more locations 
in the United States. This service, sometimes also called tie 
line or leased line service, is billed at a flat monthly rate 
based on distance without regard to the extent of usage. 
Private line services can be configured in a variety of ways to 
meet a customer's particular requirements. 

MCI is currently offering intrastate telephone service 
in several states and is seeking authority to offer such 
service in other jurisdictions. In addition, MCI has entered 
into agreements to offer, and will shortly commence offering, 
usage sensitive telephone services to Australia and Belgium. 
MCI expects it will enter into arrangements to provide 
telephone services from the United States to other foreign 
countries. MCI currently offers private line leased channels 
to customers for point-to-point transmission of overseas voice 
communications as well as data, alternative voice/data and 
facsimile communications. 

MCI also provides radio paging in more than 50 cities, 
and mobile telephone services in 17 cities in the United 
States. In addition, MCI, or joint ventures in which MCI 
participates, have received licenses to offer cellular radio 
telephone service in three metropolitan areas, and have pending 
applications for licenses in 51 of the 90 largest metropolitan 
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markets. Construction has commenced in two of the areas where 
licenses have been granted. Cellular radio telephone is an 
advanced type of mobile radio telephone service employing 
technology which permits a far greater number of mobile radio 
telephones to operate in an area, with a higher quality 
service, than is possible with conventional mobile telephone 
technology. In each market, MCI is competing with several 
other applicants for the license and, of the two licenses which 
will be gra1tted in each market, one is to be granted to an 
applicant affiliated with the local telephone company. 

MCI also offers a range of international record 
subscriber services, including telex and cablegrams. Telex 
service provides direct customer-to-customer service for 
instant two-way written communications. Subscribers in 
approximately 72 cities in the United States can access MCI 1 s 
global telex network directly. Subscribers in these and other 
cities in the United States can also access MCI 1 s facilities 
through facilities of domestic common carriers, including MCI, 
but primarily utilize domestic telex facilities of The Western 
Union Telegraph Company (see "Competition"). 

In October 1983, MCI introduced an electronic mail 
service known as MCI Mail. MCI Mail permits a subscriber to 
send a message or document instantly from any properly equipped 
electronic terminal, such as a word processor, computer, telex 
machine or any intelligent terminal, to an electronic terminal 
of any other subscriber o If the intended recipient is not an 
MCI Mail subscriber, or if the sender desires, MCI offers 
delivery of hard copy of the message or document, using an 
independent courier service, in four hours to 15 cities in the 
United States and guaranteed overnigh~ delivery to all major 
cities in the United States. Alternatively, the sender may 
specify that the document be. delivered by the United States 
Postal Service. In such event, the document will be deposited 
in the u.s. Mail at a post office near the intended recipient. 
MCI recently expanded its MCI Mail offering to provide volume 
mail services. 

Communications Network 

MCI provides its intercity telephone services, and 
carries its MCI Mail transmissions, primarily over its own 
coast-to-coast intercity microwave communications system and, 
to a lesser extent, over intercity facilities leased from other 
common carriers. Of necessity, MCI uses the local 
interconnection facilities of the local telephone company 
offering exchange telephone service in each given area to carry 
c~mmunications from MCI 1 s metropolitan operations centers to 
the premises of MCI 1 s c~stom~rs (see "Local Interconnection 
Arrangements and Fees") • MCI has experimented, on a very 
limi·ted basis, utilizing two-way cable TV systems to complete 
the local portion of intercity calls of certain customers with 
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a large volume of calls. MCI plans to explore further the 
availability and feasibility of alternative means of local 
interconnections. 

During the past fiscal year, MCI began offering its 
domestic telephone services in more than twenty additional 
metropolitan areas. MCI plans to continue to make its domestic 
intercity communications services available in additional 
metropolitan areas. In addition to extending its system to new 
cities, MCI will continue to expand the capacity of its system 
to meet anticipated increased usage. MCI has begun and will 
continue to utilize additional methods of transmission in its 
domestic system, including digital radio, single sideband radio 
and satellite transmission facilities, and has recently 
completed construction of fiber optic transmission facilities 
between Washington, D.C. and New York City utilizing railroad 
rights-of-way. MCI has acquired the right to utilize an 
additional 7,100 miles of railroad rights-of-way, mostly in the 
eastern half of the United States, to construct additional 
fiber optic transmission facilities. MCI has also acquired 12 
transponders on a satellite launched in 1983 and has agreed to 
acquire an additional 12 transponders on a satellite currently 
scheduled to be launched later this year. These transponders 
will make available substantial additional capacity for MCI' s 
intercity domestic system and will allow MCI to extend its 
system to new areas without the necessity of extending its 
terrestrial system to those areas or utilizing facilities of 
other common carriers. 

MCI or joint ventures in which it participates will be 
required to construct communications systems in each 
metropolian area in which a license is awarded to offer 
cellular radio telephone service. If MCI and its joint 
ventures were ultimately awarded licenses in all the markets in 
which they have applied, initial capital expenditures of 
approximately $300 million would be required in connection with 
the construction of the necessary systems. MCI's share of 
these capital expenditures would be approximately $150 million. 

MCI's overseas transmissions are sent over submarine 
cable and by satellite. Generally, international carriers have 
joint investment positions in the same cable systems because of 
the large amounts of capital required to construct a system. 
MCI has small ownership . participations in several satellite 
communications earth stations in the United States which 
operate with the global Intelsat system, in which MCI leases 
substantial numbers of communications channels. In addition, 
MCI owns three satellite communications earth stations, which 
operate with a domestic satellite system in connection with the 
provision of international record services. 

MCI's expansion 
communications systems, 

of the capacity and reach of its 
primarily its domestic network, have 
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required, and will continue to require, a high level of capital 
expenditures. In its 1984 fiscal year, MCI invested almost 
$900 million in its communications ·systems. These capital 
expenditures were financed by funds generated from operations, 
cash on hand, maturing short-term investments, the proceeds of 
the sale of debt and equity securities and equipment lease 
financing. MCI plans to invest approximately $1 billion in its 
communications system in its 1985 fiscal year, primarily to 
extend its domestic system to new metropolitan areas and 
increase the capacity of its system by constructing new fiber 
optics and microwave routes, adding capacity to existing 
routes, acquiring additional switching equipment and 
constructing additional terminal facilities. 

At May 31, 1984, MCI had 9,300 full-time employees. 

Local Interconnection Arrangements and Fees 

MCI interconnects almost all of its customers to its 
intercity system by means of local interconnection facilities 
leased from local exchange telephone companies. Most of these 
local facilities were leased from companies which were, until 
January 1, 1984, subsidiaries of American Telephone and 
Telegraph Company ("AT&T"). From 1978 until May 25, 1984, the 
rates MCI was charged for local interconnection facilities were 
determined in accordance with an agreement negotiated by AT&T, 
MCI and certain other interested parties under the supervision 
of the FCC. The rates paid by MCI pursuant to such agreement 
were based on a flat monthly rate per access line. There were 
several increases in these rates from the levels originally 
established in 1978. However, because the local 
interconnection facilities received by MCI were inferior in 
quality to those received by AT&T, the rates paid by MCI prior 
to May 25, 1984 pursuant to the 1978 agreement were 
approximately 70% ~ess than the rates paid by AT&T. 

On January 1, 1984, pursuant to a settlement of 
antitrust litigation between AT&T and the Department of 
Justice, AT&T divested itself of its majority-owned local 
telephone company subsidiaries, which have been organized into 
seven independent regional holding companies. AT&T retained 
its intercity communications business. The divestiture decree 
also required that MCI and other intercity communications 
carriers be furnished access to local interconnection 
facilities equal in quality to those currently enjoyed by 
AT&T. The provision of equal access is scheduled to begin 
during the summer of 1984 and to be substantially completed by 
September 1986. 

As equal access i~ implemented on an end-office by 
end-office basis, local te.lephone company subscribers will be 
given an opportunity to designate a long distance carrier to 
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carry their long distance calls. Once a carrier designation 
has been made, calls will be automatically routed over the 
subscriber • s designated carrier in the same manner as calls 
using AT&T facilities are currently made, without the necessity 
of inputting a seven digit access number and a five digit 
authorization code. Subscribers will still have the option of 
selecting a carrier other than their designated carrier of 
choice for a call by dialing a five-digit prefix. Long 
distance calls of subscribers who have not designated a long 
distance carrier will either be routed over AT&T or allocated 
among carriers offering long distance service, depending upon 
the area. MCI may contract with some local telephone companies 
to obtain certain billing and collection services in areas 
where equal access has been made available. 

In addition to making calling far easier for its 
subscribers, equal access is important to MCI for a number of 
other reasons. Equal access will, for the first time, give MCI 
access to subscribers with rotary dial telephones. 
Approximately one-half of the total number of telephones in the 
United States are rotary 1ial. Furthermore, MCI will be able 
to determine the telephone number from which a call was placed 
for billing purposes. MCI expects that the quality of 
interconnection it will be afforded will be significantly 
better than it now receives. 

In a series of orders, the first of which was issued in 
February 1983, the FCC changed the method by which the rates · 
paid by MCI for local interconnection facilities are 
calculated. The FCC decided that, until equal access is 
achieved, the rates MCI and other common carriers are to pay 
for such facilities will be at a 55% discount from the rates 
paid by AT&T. The 55% differential is to be adjusted in 1985 
to reflect changes in the consumer price index and will be 
reviewed by the FCC during the following year. The new rates, 
which became effective on May 25, 1984, represent a significant 
increase over those paid under the 1978 agreement, both per 
access facility and as a percentage of revenue. MCI estimates 
that the new rates have resulted initially in a monthly rate 
per access line of approximately $330, before giving effect to 
message unit credits from the local telephone companies that 
MCI estimates will. average approximately $10-$20 per access 
line. As equality of interconnection is achieved, MCI is to 
pay the same rates as those paid by AT&T. 

With these new arrangements for local interconnection 
facilities, MCI can complete a call over its system to anywhere 
in the local access and transport area ("LATA") of the local 
telephone company without any charge additional to the fixed 
charge for local access lines, as long as MCI has a "point of 
presence" in that LATA. MCI expects to have a "point of 
presence" in most LATAs through either its own facilities or 
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facilities leased from other common carriers in the near future 
and expects to have its own facilities in most, if not all, 
LATAs by March 1986. Previously, MCI had to obtain facilities 
in addition to the local access lines to complete calls outside 
the local calling area of its "point of presence." As a 
result, MCI expects to reduce the facilities it leases from 
other common carriers. 

When a specific local telephone company end-office is 
converted to equal access, the basis for the charges for 
carrying traffic. between that end-office and the MCI 11point of 
presence" in the LATA will convert to a time and distance 
sensitive rate rather than the fixed monthly charge. 
Additionally, customers in these converted end-offices will be 
able to access the MCI "point of presence" in their LATA at no 
additional charge to themselves whether or not the "point of 
presence" is in their local calling area. 

Competition 

The implementation of equal access over the next several 
years and the separation of local exchange telephone companies 
from the control of AT&T are expected to make the market for 
intercity commun·ications services even more competitive than it 
presently is. AT&T continues to be MCI's primary and most 
powerful competitor. in the intercity services ·marketo Even 
with the divestiture of the local exchange telephone companies, 
AT&T remains vastly larger than MCI and has consistently 
indicated that it intends to compete vigorously with MCI. 

MCI also competes with other · domestic communications 
common carriers, including an affiliate of GTE Corporation, an 
affiliate of International Telephone & Telegraph Corporation, 
The Western Union Telegraph Company and numerous resellers of 
telecommunications services. In addition to these terrestrial 
carriers, several communications satellite systems provide or 
propose to offer some domestic services similar to those 
offered by MCI. Under FCC policy that has been in effect for 
several years, any entity which meets the FCC's technical, 
legal and financial requirements can freely enter the intercity 
telecommunications market. To the extent MCI provides service 
between cities within a LATA, it will also compete with the 
local telephone company serving that LATA. 

MCI' s primary mode of competition with AT&T is price. 
MCI offers a variety of services and pricing options to meet 
the needs of its long distance customers (see "Communications 
Services"). Most, if not all, of the long distance telephone 
services offered by MCI are priced lower than the comparable 
services offered by AT&T. 

64 



- 8 -

Effective May 25, 1984, AT&T decreased by 6.1% the 
prices it charges to its customers for long distance and WATS 
services. Prior to such date, AT&T had announced discount 
plans for evening and weekend use of its long distance 
services. On May 31, 1984, AT&T began offering its residential 
long distance customers whose bills exceeded $15 a month in 
calling charges discounts on various products and services of 
companies other than AT&T. 

Effective June 1, 1984, MCI also reduced certain of its 
rates for dial access usage sensitive and WATS services. In 
addition, MCI recently announced that, effective July 15, 1984, 
it will eliminate all subscription fees and monthly service 
charges and will offer volume discounts. Also, in late summer, 
1984, MCI' s credit card service will be made available without 
a subscription fee to subscribers to its other dial access 
services. Although MCI 's reduced prices are expected to have 
an adverse effect on MCI's profit margins, MCI anticipates that 
such price reductions will result in an increased number of 
customers and increased call volumes. MCI is not able at this 
time to estimate what effect these pricing changes will have on 
its future revenues or earnings. 

Over the long term, access facilities and access costs 
of MCI and its competitors, including AT&T, will become 
substantially equivalent, and competition in the market for 
intercity long distance telephone service may become less . 
dependent on the price and quality of services than at 
present. Innovation of services, marketing strategy, control 
over costs other than access charges and other factors should 
become increasingly important elements in the competition in 
this market. 

MCI faces competition in most cities where it provides 
mobile telephone and radio paging services. In those markets 
where MCI will be providing cellular radio telephone service, 
it will be competing with an affiliate of the local telephone 
company. 

In the international telecommunications service market, 
there are, in addition to the other principal United States 
international record carriers (affiliates of International 
Telephone and Telegraph Corporation and RCA Corporat.ion) 
several other carriers that compete with MCI. In August 1982, 
The Western Union Telegraph Company, which presently provides 
nearly all domestic telex service and transmits the domestic 
portion of much of MCI 's international telex traffic, entered 
the international record services market and has diverted 
business from the other international record carriers, 
including MCI. In DecemQer 1982, AT&T was authorized to offer 
international record services. 
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MCI Mail competes with providers of overnight mail 
delivery services, including Federal Express Corp. and the 
United States Postal Service, and other existing providers of 
electronic mail services, such as GTE Telenet Incorporated, 
which do not deliver hard copy of communications. The Western 
Union Telephone Company recently announced the offering of an 
electronic mail service designed to be competitive with MCI 
Mail. 

Regulation 

The FCC has extensive authority to regulate MCI's common 
carrier subsidiaries. FCC permits and licenses are required 
for the construction and operation of transmission facilities, 
and the FCC has the power to review requests for rate changes 
and other aspects of a carrier's operations. In recent years, 
however, the FCC has issued and renewed construction permits 
and operating licenses routinely and has not generally 
exercised its power to review rate changes for domestic charges 
by MCI and the other intercity common carriers which compete 
with AT&T, allowing competition to be the prime determinant of 
the prices these competitors of AT&T will charge. The FCC also 
regulates the allocation of channels for radio paging and 
mobile radio telephone services. 

State regulatory commissions have extensive authority to 
regulate the provision of intrastate telephone, paging and 
mobile telephone services, including granting the authority to 
offer such services and approving the rates at which such 
services may be offered. 

Rates o£ international record carriers are similarly 
subject to regulation by the FCC as to traffic from the United 
States to foreign countries. Revenues derived from 
international services (with the exception of. leased channel 
services) are generally collected by the originating carrier 
and divic;ied with the terminating carriers by means of 
agreements that are subject to FCC approval as well as the 
approval of the appropriate overseas governmental agency. 
International communications facilities in the United States 
are also subject to the jurisdiction of the FCC, and the 
provision of service to a foreign country is subject to the 
approval of the FCC and the appropriate foreign governmental 
agencies. 

Item 2. Properties. 

In connection with the provision of its domestic and 
international communications services, MCI leases facilities, 
including roof rights, at· 272 locations in metropolitan areas 
to serve as operations facilities for its intercity 
transmission, paging and mobile telephone and overseas 
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transmissions systems. MCI has 896 microwave tower sites, 
generally in rural areas, to serve as repeater stations in its 
domestic transmission system. Most of these sites are leased, 
although MCI does own some, primarily those which are at an 
intersection of two or more routes of MCI's transmission 
system. MCI also has 16 storage depots and an equipment 
assembly facility which support its transmission system. 

MCI leases office space in 139 locations to serve as. 
sales office and/or administrative facilities, including its 
headquarters in Washington, o.c and the headquarters facilities 
of its international operations in New York City and Rye Brook, 
New York. Some of these facilities are located jointly with 
operations facilities. In addition, in 1982 MCI purchased a 
building, and in 1984 completed construction of a second 
building, in a suburb of Washington, D. C. for use as 
administrative facilities. One of these buildings is subject 
to a mortgage in the principal amount of $30.3 million, payable 
in installments until February 1994. MCI also owns two 
buildings in Richardson, Texas, which are used by its microwave 
engineering group. 

Item 3. Legal Proceedings. 

In March 1974, MCI comm·enced an action in the United 
States District Court for the Northern District of Illinois, 
Eastern Division, charging AT&T and its telephone company 
subsidiaries with monopolization of the business and data 
communications services market in violation of federal 
antitrust laws. In June 1980, the court, upon a jury verdict, 
entered judgment against AT&T in the amount of $1.8 billion. 
Upon appeal, the Court of Appeals for the Seventh Circuit 
affirmed most of the jury's findings of liability against AT&T 
but remanded the case to the trial court for a redetermination 
of damages due MCI. The Supreme Court declined to review the 
Court of Appeals decision. The retrial on the issue of damages 
is scheduled to commence in December 1984. 

In April 1979, MCI filed in the United States District 
Court for the District of Columbia a second antitrust action 
against AT&T and its telephone company subsidiaries. Also 
named as defendants were certain other telephone companies and 
their trade association. The suit relates to the defendants' 
conduct since 1975 and alleges monopolization of the intercity 
telephone market by AT&T and its telephone company subsidiaries 
and a conspiracy among all the defendants to further such 
monopoly and to restrain trade. The defendants have denied all 
of MCI's material allegations. 

Item 4. Submission of Matters to a Vote of Security Holders. 

None. 
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Item 10. Executive Officers of the Registrant. 

The executive officers of MCI are elected annually and 
serve at the pleasure of the board of directors. They are: 

~ Age* 

William G. McGowan 56 

v. Orville Wright 63 

William E. Conway, Jr. 34 
Kenneth A. Cox 67 

Howard c. Crane 47 
Eugene Eidenberg 44 
Wayne G. English 62 

Bert c. Roberts, Jr. 41 
H. Brian Thompson 45 
John R. Worthington 53 

Carlile Bolton-Smith, Jr. 46 

Robert E. Conn 57 
Peter K. Laros 44 
Robert Michelson 41 
Michael J. Rowny 34 
Harold s. Trimmer 45 
John Zimmerman 51 

Position 

Chairman of the Board, 
Chief Executive Officer, 
Director 

President, Chief Operating 
Officer, Director 

Senior Vice President 
Senior Vice President, 

Director 
Senior Vice President 
Senior Vice President 
Senior Vice President, 

Chief Financial Officer, 
Director 

Senior Vice President 
Senior Vice President 
Senior Vice President, 

General Counsel, Director 
Vice President, Secretary, 

Assistant General Counsel 
Vice President 
Controller, Vice President 
Vice President 
Treasurer, Vice President 
Vice President 
Vice President 

Mr. McGowan has been Chairman of the Board and the Chief 
Executive Officer of MCI since 1968. 

Mr. Wright has been President and Chief Operating 
Officer of MCI since December 1975 and has been a director of 
MCI since 1976. 

Mr. Conway has been a Senior Vice President of MCI since 
October 1983. He was Treasurer of MCI from February 1981 to 
October 1983. From January 1979 to January 1981, he was a Vice 
President of The First National Bank of Chicago. 

Mr. Cox has been a Senior Vice President and a director 
of MCI and of counsel to the law firm of Messrs. Haley, Bader & 
Potts, special counsel to MCI for communications law matters, 
since 1970. He has been Chairman of the National Advertising 
Review Board since 1976 •. 

*As of June 1, 1984 
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Mr. Crane has been a Senior Vice President of MCI since 
October 1982. From 1978 to October 1982 he was Vice President­
Corporate Relations of Federal National Mortgage Association. 

Mr. Eidenberg has been a Senior Vice President of MCI 
since December 1982. From 1981 to 1982 he was the director of 
the Democratic National Committee. From 1978 to 1981 he was 
Deputy Secretary and then Secretary to the Cabinet and 
Assistant to President Carter for Intergovernmental Affairs. 

Mr. English has been a Senior Vice President of MCI 
since June 1978, Chief Financial Officer of MCI since February 
1976 and a director of MCI since December 1983. 

Mr. Roberts has been a Senior Vice President of MCI 
since September 1976 and President of MCI Telecommunications 
Corporation, the subsidiary of MCI providing long distance 
intercity telephone services, since May 1983. 

Mr. Thompson has been a Senior Vice President of MCI 
since September 1981. From August 1979 to September 1981, Mr. 
Thompson was President and a director of Subscription 
Television of America, a pay television franchise, and from 
February 1979 to May 1979 he was Executive Vice-President and 
Chief Operating Officer of Gelman Sciences, Inc., an 
electronics manufacturer. 

Mr. Worthington has been General Counsel of MCI since. 
1971, a Senior Vice President of MCI since September 1979 and a 
director of MCI since 1968. He was Secretary of MCI from 1971 
to September 1979 and a Vice President of MCI from May 1975 to 
September 1979. 

Mr. Bolton-Smith has been a Vice President of MCI since 
July 1982, Secretary of MCI since September 1979, a Vice 
President of MCI Telecommunications Corporation since 1976 and 
an Assistant General Counsel of MCI since 1973. 

Mr. Conn has been a Vice President of MCI since March 
1983. For more than five years prior thereto he was Executive 
Vice President -Law and a director of WUI, Inc., a provider of 
international record and domestic paging services which was 
acquired by MCI in June 1982. 

Mr. Laros has been Controller of MCI since July 1978 and 
a Vice President of MCI since January 1984. 

Mr. Mic.helson has been a Vice President of MCI since 
March 1983. For more than five years prior thereto he was 
Counsel to, and then Vic.fi! President - Law of, WUI, Inc. 

Mr. Rowny has been a Vice President and Treasurer of MCI 
since October 1983. From May 1981 to September 1983, he was a 
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Vice President of Bendix Corporation, a manufacturing company. 
From February 1981 to April 1981, he was a principal of Avenir 
Group, Inc., financial consultants. Prior thereto he was 
Deputy Staff Director of the White House. 

Mr. Trimmer has been a Vice President of MCI since July 
1982 and was a Vice President of MCI Telecommunications 
Corporation from April 1982 to July 1982. From 1975 to April 
1982 he was. Vice President, Secretary and General Counsel of 
Garfinckel, Bro~ks Brothers, Miller & Rhoads, Inc., retailers. 

Mr. Zimmerman has been a Vice President 
January 1984. From January 1983 to January 1984, 
President of MCI Telecommunications .Corporation. 
December 1983 he was Vice President - Employee 
Firestone Tire and Rubber Company. 
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PART II 

Item 5. Market for the Registrant's Common Equity and Related 
Stockholder Matters. 

MCI Common Stock is traded in the over-the-counter 
market. The table below sets forth the high and low bid 
quotations for the Common Stock for the calendar periods 
indicated, adjusted for two-for-one stock splits effected in 
the form of 100% stock dividends in September 1982 and August 
1983, as reported on the National Association of Securities 
Dealers Automated Quotation System. The quotations do not 
include retail mark-ups, mark-downs or commissions and may not 
represent actual transactions. 

Bid Prices 
Common Stock 

High ~ 
1982 

lst Quarter 8 13/16 6 3/8 
2nd Quarter 11 7/8 8 
3rd Quarter 12 15/16 9 
4th Quarter 22 1/2 11 1/8 

1983 
1st Quarter 23 3/8 16 7/8 
2nd Quarter 27 3/4 21 1/2 
3rd Quarter 25 14 7/8 
4th Quarter 16 3/4 12 3/4 

1984 
1st Quarter 15 3/4 8 1/8 

MCI has never paid cash dividends on its Common Stock 
and under its revolving credit agreement is limited in the 
amount of such dividends it may pay. MCI does not presently 
plan to pay such dividends on the Common Stock in the 
foreseeable future. 

At May 31, 1984, there were 69, 815 holders of record of 
MCI's Common Stock. 

Item 6. Selected Financial Data. 

Incorporated by reference to page 16 of the MCI 1984 
Annual Report to Stockholders (the "1984 Annual Report"). 
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Item 7. Management's Discussion and Analysis of Financial 
Condition and Results of Operations. 

Incorporated by reference to pages 17 and 18 of the 1984 
Annual Report. 

Item 8. Financial Statements and Supplementary Data. 

Incorporated by reference to pages 19 to 33 of the 1984 
Annual Report. 

Item 9. Disagreements on Accounting and Financial Disclosure. 

None. 
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PART III 

Item 10. Directors and Executive Officers of the Registrant. 

Informatio~ with respect to executive officers of MCI is set 
forth in Part I of this Annual Report on Form 10-K. 

Information with respect to directors of MCI is incorporated 
by reference to "Election of Directors" in MCI's Proxy Statement for 
its 1984 Annual Meeting of Stockholders (the "1984 Proxy Statement"). 

Item 11. Management Remuneration and Transactions 

Incorporated by reference to the third paragraph of 11 Board 
of Directors' Committees, Meetings and Fees" and to "Remuneration of 
Directors and Officers" in the 1984 Proxy Statement. 

Item 12. Security Ownership of Certain Beneficial Owners and 
Management. 

Incorporated by reference to "Election of Directors" in the 
1984 Proxy Statement. 

Item 13. Certain Relationships and Related Transactions. 

Incorporated by reference to "Election of Directors" in the 
1984 Proxy Statement. 
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PART IV 

Item 14: Exhibits, Financial Statement Schedules and Reports on 
Form 8-K. 

(a) Documents filed as a part of this report. 

(1) Financial Statements 

The financial statements appearing on pages 19 to 33 of 
MCI 's 1984 Annual Report to Stockholders, together with the report 
thereon of Price Waterhouse dated May 3, 1984 appearing on page 15 
thereof, are incorporated by reference in this Annual Report on Form 
10-K. With the exception of the aforementioned information and the 
additional information incorporated by reference in Part II hereof, 
the 1984 Annual Report to Stockholders is not to be deemed filed as 
part of this report. 

Financial Statements: 

Report of Independent Accountants 

Statement of Operations for the years 
ended March 31, 1984, 1983 and 1982. 

Balance Sheet at March 31, 1984 and 
1983. 

Statement of Sources of Funds Invested 
in Communications System for the years 
ended March 31, 1984, 1983 arid 1982. 

Statement of Stockholders' Equity for 
the years ended March 31, 1984, 1983 
and 1982. 

Notes to Financial Statements 

(2) Financial Statement Schedules: 

Pages in 
Annual Report 

15 

19 

20-21 

22 

23 

24-33 

The following additional financial data should be read in 
conjunction with the financial statements incorporated by reference 
herein. Schedules not included with this additional financial data 
have been omitted because they are not required or applicable or the 
required information is shown in the financial statements or notes 
thereto. 
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( 3) Exhibits. 

Exhibit No. 

3 (a) (i) 

( i i) 

(b) 

4 (a) (i) 

(i i) 

- 18 -

Report of Independent Accountants on Financial 
Statement Schedules 

Short Term Investments (Schedule I) 

Communications System (Schedule V) 

Accumulated Depreciation of Communications 
System (Schedule VI) 

Supplementary Income Statement Information 
(Schedule X) 

Description 

- Restated Certificate of Incorporation of 
MCI Communications Corporation filed 
August 4, 1982. [Incorporated by 
reference to Exhibit 3(b) to registrant's 
Quarterly Report on Form 10-Q for the 
Quarter ended June 30, 1982.] 

- Certificate of Amendment of Restated 
Certificate of Incorporation filed July 
20, 1983. [Incorporated by reference to 
Exhibit 3 to registrant's Quarterly Report 
on Form 10-Q for the Quarter ended June 
30, 1983.1 

- By-laws of registrant, as amended. 

- Credit Agreement (the ••credit Agreement•'), 
dated as of November 1, 1982, among 
registrant and the eleven banks party 
thereto. [Incorporated by reference to 
Exhibit 4 to registrant's Form 10-Q 
Quarterly Report for the Quarter ended 
December 31, 1982.] 

- Amendment No. l to the Credit Agreement 
dated as of February 1, 1983. 
[Incorporated by reference to Exhibit 4(b) 
to registrant's Registration Statement on 
Form S-3, Reg. No. 2-82285 (the ''7 3/4% 
Debenture Registration Statement").] 
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Exhibit No. 

(iii) 

( i V) 

(v) 

(vi) 

(b) 

(c) 

(d) 

(e) 

(f) 

- 19 -

Description 

- Amendment No. 2 and Waiver to the Credit 
Agreement dated as of May 2, 1983. 
[Incorporated by reference to Exhibit 
4 (a) (iii) to registrant's Registration 
Statement on Form S-3, Reg. No. 2-85431 
(the "Note Registration Statement").] 

- Amendment No. 3 and Waiver to the Credit 
Agreement dated as of November 15, 1983. 

- Amendment No. 4 to the Credit Agreement 
dated as of April 1, 1984. 

- Amendment No. 5 to the Credit Agreement 
dated as of June 1, 1984. 

- Indenture dated as of August 1, 1980 
between registrant and The Chase Manhattan 
Bank (National Association). [Incorporated 
by reference to Exhibit 4 (a) to 
registrant's Registration Statement on 
Form s-1, Reg. No. 2-68353.] 

- Indenture 
between 
Company. 
Exhibit 4 
Statement 

dated as of Apr i 1 1 , 19 81 
registrant and Bankers Trust 

[Incorporated by reference to 
to registrant's Registration 

on Form S-7, Reg No. 2-71417 
1/8% Debenture Registration (the "14 

Statement".] 

Indenture, dated as of October 1, 1982, 
between registrant and Bankers Trust 
Company. [Incorporated by reference to 
Exhibit 4 (f) to registrant • s Registration 
Statement on Form S-3, Reg No. 2-79537.) 

- Indenture, dated as of March 15, 1983, 
between registrant and Bankers Trust 
Company. [Incorporated by reference to 
Exhibit 4(e) to the 7 3/4% Debenture 
Registration Statement.) 

- Indenture, dated as of August 1, 1983, 
between registrant and Bankers Trust 
Company. [Incorporated by reference to 
Exhibit 4(f) to the Note Registration 
Statement.] 
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Exhibit No. 

(g) 

10 (a) 

11 

13 

22 

(b) 

(c) 
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Description 

- Warrant Agreement, dated as 
1983, between registrant and 
Company. [Incorporated by 
Exhibit 4(h) to the Note 
Statement.] 

of August 1, 
Bankers Trust 
reference to 
Registration 

- 1979 Stock Option Plan 
amended and restated. 
reference to Exhibit 
Proxy Statement for 
Meeting.] 

of registrant, as 
[Incorporated by 

B to registrant's 
its 1983 Annual 

- Supplemental Pension Plan 
Employees of MCI 
Corporation and 
[Incorporated by reference 

for Selected 
Communications 
subsidiaries. 

to Exhibit 
Debenture lO(f) to the 14 1/8% 

Registration Statement.] 

- MCI Communications Corporation Management 
Incentive Compensation Plan, as amended. 
[Incorporated by reference to Exhibit 
lO(h) to registrant•s Form 10-K for the 
fiscal year ended March 31, 1983.) 

- Computation of Earnings per Common Share. 

- 1984 Annual Report to Stockholders. [Not 
to be deemed filed as part of this Annual 
Report on ~orm 10-K except for those 
portions thereof which are expressly 
incorporated by reference in this Annual 
Report on Form 10-K.) 

- Significant Subsidiaries of MCI 
Communications Corporation. 

25 - Consent of Price Waterhouse 
[Included in Form 10-K). 

(b) Reports on Form 8-K 

No reports on Form 8-K were filed during the quarter 
ended March 31, 1984. 
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Report of Independent Accountants on 
Financial Statement Schedules 

To the Board of Directors 
MCI Communications Corporation 

Our examination of the consolidated financial statements 
referred to in our report dated May 3, 1984, appearing on page 15 of 
the 1984 Annual Report to Stockholders of MCI Communications 
Corporation, (which report and financial statements are incorporated 
by reference in this Annual Report on Form 10-K) also included an 
examination of the Financial Statement Schedules listed in Item 
l4(a) of this Form 10-K. In our opinion, these Financial Statement 
Schedules present fairly the information set forth therein when read 
in conjunction with the related consolidated financial statements. 

PRICE WATERHOUSE 

Washington, D.C. 

May 3, 1984 
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SCHEDULE I 

t«:I OMIJNICATIONS <DRPORATION AND SUBSIDIARIES 
SHORT TERM INVESTMENTS 

MARCH 31, 1984 
(IN nDJSANDS) 

Trpe of Issue 

U.S. Government securities 

Time and certificates of deposit (2) 

Commercial paper (2) 

All other 

Principal 
Amount 

$ 486,127 

369,621 

355,804 

18 1000 

~1 1 229 1 552 

Cost and CarryinR 
Value of Issue 

$ 449,929 

369,627 

354,815 

17 1269 

$1.19~1!640 

(1) 

(1) Investments are intended to he held to maturity and are carried at cost 
which approximates market. Interest income receivable is included with 
other current assets for financial statement purposes. 

(2) No individual security issue exceeds 2\ of total assets. 
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col..n A 

Description 

For the year ended March 31, 1984: 

Ca.aunications syste. in service ••••••••••••• 
to..unicatlons systea under construction and 

equi~nt beld for future use ••••••••••••• 
Tools and test equi~nt ••••••••••••••••••••• 
Furniture, fixtures and office equi,_ent ••••• 
Office leasehold i-,rova.ents •••••••••••••••• 
Adainlstratlve land and buildings •••••••••••• 

Total •••••••.••••••••••••••••••••••• 

r.£1 OMIJNICATIU.S mRPORATION AND SUBSIDIARIES 

<XIMJNICATI«<fS SYSI'EM 

(IN 11DJSANDS} 

~han I rciltan ~ ~011110 D 
Balance at 

beginning of Additions Reti raaents 
period at cost or sales 

$1,161,769 $244,359 $ 6,126 

199,788 526,582 1,326 
33,539 21,791 1,905 
99,390 80,157 2,540 
30,723 13,832 2,952 
38.043 21659 

II ~~~.~~~ &819 ~~0 $)4,@49 

SCHEllJLE v 

C01uan E ~l..nP m1 .... 1: 
other lilance 

additions . AcCJii si tlon at end 
(deductions) (1) of 1111, Inc. of period 

$374,937 $1,774,939 

(413,952) 311,092 
53,425 

(8,789) 168,218 
18,600 60,203 
29.204 691906 

-0- IJ.~~7 .ZI~ 

~ 
QFor tbe year ended March 31, 1983: 

Ca..unicatlons syste. in service ••••••••••••• $626,420 $177,957 $14,758 $236,409 $135,741 $1,161,769 
ec-.micatlons systea under construct ion and 

eCJJi~t held for future use ••••••••••••• 87,576 312,903 (236,409) 35,718 199,788 
Tools and test equl,-ent ••••••••••••••••••••• 16,663 12,134 58 4,800 33,539 
Furniture, fixtures and office equi,_ent ••••• 22,156 71,149 1,037 7,122 99,390 
Office leasehold 1-,rov~nts •••••••••••••••• 12,461 10,824 549 7,987 30,723 
A~inlstrative land and bulldinas •••••••••••• l8.04l 38.043 

Total •••••••••••••••••••.•••.•••...• 1765.276 1623,010 116,402 -0- SI9L368 11,563.252 

For tbe year ended March ll, 1982: 

eo..uDications systa. in service ••••••••••••• $400,916 $ 84,089 $2,215 $143,630 $626,420 
eo..unlcations systea under construction and 

·eCJJl,.ant held for future use ••••••••••••• 67,399 163,807 (143,630) 87,576 
Tools and test equipment ••••••••••••••••••••• 9,967 6,929 233 16,663 
Furniture, fixtures and office equl~nt ••••• 10,017 12,140 1 22,156 
Office leasehold i~rove.ents •••••••••••••••• 71952 41509 -- _!!.461 

Total .•••..•••..•••.••...•••.......• 1496 251 -~71.~7~ &.U2 -0- l7~~~~zt 

(1) Other additions (deductions) represents prl•arily transfers of communications system under construction and equipment held for future use to 
appropriate asse.t classification. 

N 
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t01t.an A 

Description 

For the year ended March 31, 1984: 

eo..unications syste. in service •••••••••••••••• 
Tools and test equl~nt •••••••••••••••••••••••• 
Furniture, fixtures and office equi~nt •••••••• 
Office leasehold l~rove.ents ••••••••••••••••••• 
Adainistrative bulldl~s •••••••••••••••••••••••• 

Total ••• : •••••••••••••••••••••••••••••• 

for the year ended March 31, 1983: 

Ca..unlcatlons syste. in service •••••••••••••••• 
Tools and test equl~nt •••••••••••••••••••••••• 
Furaiture, fixtures and office equl~nt •••••••• 
Office leasehold i.,rove.ents ••••••••••••••••••• 
Adalnistratlve buildlnas •••••••••••••••••••••••• 

Total •••••••••••••••••••••••••••••••••• 

For the year ended March 31, 1982: 

Ca..unlcations systea in service •••••••••••••••• 
Tools and test equipaent •••••••••••••••••••••••• 
Furalture, fixtures and office equl~nt •••••••• 
Office leasehold i~rove.ents ••••••••••••••••••• 

Total ••••••••••••••••••••••.••••••••••• 

fo£1 OMIJNICATIONS CORPORATION AND ruBSIDIARIES 
ACQMJLATED DEPRECIATION OF COtMJNJCATI~S SYSI'EM 

(IN nWSANDS) 

Colt.an B 
Balance at 

beginning of 
period 

$210,678 
6,100 

17,371 
4,598 

339 

~~~9 1QI6 

$134,267 
3,205 
5,840 
2,479 

aus.zgl 

$ 79,080 . 
2,502 
3,160 
11529 

1 a6.~71 

Cohan c 
Additions 
charged to 
expense 

$142,785 
4,865 

25,359 
8,104 
1,995 

1183 108 

$ 86,155 
2,832 

11,989 
2,442 

339 

1103 757 

$ 51,136 
937 

2,681 
950 

I 55 1704 

cotuan b 

Retiraents 
or sales 

$ 2,378 
586 

2,450 
(184) 

I 5,230 

$ 9,744 
(63) 
458 
323 

110.462 

($ 1,051) 
234 

I 

(I 31816) 

SCHEilJLE VI 

co1a.nE 
other 

additions 
(deductions) ( n 

$38,609 
1,300 
5,796 
4,095 

f49,800 

t01.-nP 
Biiauce 
at ehd 

of eerlod 

$389,694 
11,679 
46,076 
16,981 

21334 

lii!.Z!t 

$210,678 
6,100 

17,371 
4,598 

339 

1239 086 

$134,267 
3,205 
5,840 
21479 

1115.791 

_(1) Other additions (deductions) represents a provision charaed aaalnst earnings for the decline in value of telex-related equi~nt. 

N 
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t-CI CCMIJNICATIONS CORPORATION AND SUBSIDIARIES 
SUPPL&iENTARY INCOME STATEMENT INFORMATION 

( IN TRXJSANDS) 

t§R3 
Year ended March 31, 

1§83 

Taxes, other than payroll 
$17,276 and income taxes $ 7,118 

Advertising 51,210 31,241 

Repairs and maintenance 18,124 11,749 

82 

SCHEDULE X 

t98z 

$ 2,664 

19,546 

4,886 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15 (d) of the 
Securities Exchange Act of 1934, the registrant has duly caused this 
report to be signed on its behalf by the undersigned, thereunto duly 
authorized. 

Dated: June 28, 1984 

MCI COMMUNICATIONS CORPORATION 

By:William G. McGowan 
W1il1am G. McGowan 
Chairman 

Pursuant to the requirements of the Securities Exchange Act 
of 1934, this report has been signed below by the following persons 
on June 28, 1984 on behalf of the registrant and in the capacities 
indicated. 

Signature 

William G. McGowan 
William G. McGowan 

Wayne G. English 
Wayne G. English 

Peter K. Laros 
Peter K. Laros 

Clifford L. Alexander 
Clifford L. Alexander 

Kenneth A. Cox 
Kenneth A. Cox 

Michael H. Bader 
Michael H. Bader 

Alva T. Bond a 
Alva T. Bond a 

Alexander Buchan 
Alexander Buchan 

James Fentress 
James Fentress 

Richard B. Sayford 
Richard B. Sayford 

John R. Worthington 
John R. Worthington 

v. Orville Wright 
v. Orville Wright 

Title 

Principal Executive Officer, 
Director 

Principal Financial Officer, 
Director 

Principal Accounting Officer 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

83 



- 27 -

CONSENT OF INDEPENDENT ACCOUNTANTS 

We hereby consent to the incorporation by reference in the 
Prospectuses constituting part of the Registration Statements on 
Form s-a (Nos. 2-69915, 2-80971, 2-86159, 2-87456 and 2-88656) of 
MCI Communications Corporation of our report dated May 3, 1984, 
appearing on page 15 of the Annual Report to Stockholders which is 
incorporated in this Annual Report on Form 10-K. We also consent to 
the incorporation by reference therein of our report on the 
Financial Statement Schedules, which appears on page 21 of this Form 
10-K. 

Washington, D. C. 
June 28, 1984 
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EXHIBIT 6 
IF"'. .. ..• , .• .., • rot• 
:. - . I 
' ~ ; t ,... . 
--·~·- .................. 

March 29, 1984 

Mr. Jack D. Smith 
Common Carrier Bureau Olief 
Federal Communications Commission 
1919 ~f Street, N.W., Room 1500 
Washington, D.C. 20554 

Re: M:I Telecommunications Corporation 
Annual Filing of ~scellaneous 

CoDDDOn Carriers · 

Dear 1-fr. Smith: 

The order adopted by the Comission on M!lrch 5, 1984, eliminated the 
filing requirement of the Annual Report of Miscellaneous Common Carriers 
on Fom P. Pursuant to 47 C.F.R. Section 43.21, as amended, we hereby 
suhmi t the following two data elements for the year ended December 31, 
1983. 

(1) Total ColllllUJlications Plant 

~ (2) Total Operating Revenues 

$ 275,305,000* 

$1,326,265,000 

*NOTE: Additional communications equipment is owned by affiliates of 
the carrier. 

I certify that to the best of my knowledge and belief this is a true and 
correct report. 

WEC/js 

w~f/fkanf. 
MCI Telecommunications Corporation 
Senior Vice President, Finance 
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TITLE 

Exhibit 7-A 

NEW YORK DETAIL 

AS OF 5/ 14/84 

MCI 
DEPT 10 LOCIO 

MCI SYSTEM MAP 
FY 1985 PLAN 



L: ... __ 
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OTHER EXCHANGE OR INTEREXCHANGE 
CARRIER&. 

AS OF 5/15/84- Exhibit 7-B 

LEGEND: 

0 REPEATER STATION 

6 TERMINAL STATION 

0 JUNCTION STATION 
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---

EXCHANGE CONNECTION (LEASED) 

MICROWAVE ROUTE 

CONSTRUCTION ACTIVITY 
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eWarren 

Carlisle • H!nsburg 

Yorke 
• Lancaster 

Where You Can Call 
in Pennsylvania. 
You can use MCI to call any phone in 
Pennsylvania that is outside your own 
local calling area (LATA) indicated by 
the map at left. You may also call all 
phones outside your state in the Conti­
nental U.S., Hawaii, Puerto Rico, U.S. 
Virgin Islands, and major calling areas 
in Canada. 

To acrJe'le the goals of t1e : ~84 breabp cf :..'-:e 3.;~ 
System. a Federal Coun has defined geogra~hi.c .i:•? i.:i 

w.t!un each state. These areas are called LATAs : L..;c l. 
Access and Transport Area). MCI and AT&T "N"l! 
handle orJy calls going outside your LATA. You: :cca: 
phor.e company ·.vill handle all calls wrchm you: LATA. . 

The map I at left1 shows Penr.syivarua·.s 5 LATAs. :::·.:.;; 
an area around E:.::e wtuch 1s treated as a LATA. 
ldenofy your LATA-you car. call·::-. ~~CI to me ~-=s~ :i 
Pennsyi•Jarua. MCI has applied to t..~e ?enr.s:;i·;a:.:a 
P..ililic Utility Corr.rmsston for authcr.r1 !c pr::J•.r:de .::.; 
±stance ::;erlice .,.,,thl.."'t each LATA. but lS preser.t:; 
authonzed only to offer .service bet'Neen 1\ese are:2..s 



Increase Your savings! 
use MCI TOday FOr cans 
In catlfomla 
start saving more than ever on your 
long distance calls. MCI has just 
added in-state calling for California 
customers. That means significant 
savings on your longer distance calls 
throughout the state <see map). so, 
whether you·re calling the kids at 

CHICO 

The map shows Callfornta·s ten LATAs.ldenttfV 
your LATA-you can can on MCI to the rest of 
california. MCI has asked tallfornia·s Public Utility 
-,mmisston for authority to provide long diS· 

1ce service within each LATA, but is presentlY 
dUthorized only to offer service between these 
areas. 

Exhibit 8-B 

college, or a client across the coun­
try ... call on MCI and SAVE. 

More service, 
More savings 
Now that you can use MCI for long 
distance calls within California <see 
map), you'll have even bigger sav­
ings on your phone bill versus AT&T. 
one look at the rate chart below 
and you'll see how quicklY your long 

Where You can call 
In california 
You can use MCI to call any phone in 
california that is outside your own 
local calling area indicated bY 
the map at left. You may also call all 
phones outside your state in the 
continental u.s., Hawaii, Puerto Rico, 
u.s. Virgin Islands, and major calling 
areas in canada. 

To achieve the goals of the 1984 breakup of the 
Bell SVstem, a Federal Cburt has deffned geo· 

graphic areas within each state. These areas 
are called LATAs (Local Access and ltansport 

Areas). MCI and AT&T will handle only calls 
going outside your LATA. Your local 

Phone company will handle all calls 
within your LATA. 

LGSMGIUS 
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distance savings will add up with 
MCI. 

It's Easy To save 
All of the features of MCI ·s conveni­
ent services are the same for calls 
within California (See map). You place 
your calls exactly as you would any 
other MCI call. Start calling now and 
save. 

MCI Long Distance Pricing Tclble 
fOr cans Within calltomla 

Call Price per Minute 
Distance 
In Miles weekday Evening 

1·8 5.0870 5.0639 
9·12 .0870 .0639 
13·16 .1090 .0793 
11·20 .1600 .1101 
21·25 .1800 .1255 
26·30 .1980 .1386 
31·40 .2310 .1617 
41·50 .2750 .1925 
51·70 .3190 .2233 
71·90 .3521 .2465 
91·110 .3590 .2513 
111·130 .3722 .2606 
131·150 .3846 .2692 
151·170 .4048 .2834 
171·195 .4250 .2975 
196·220 .4352 .3046 
221·244 .4453 .3117 
245·0ver .4529 .3170 

Rates shown are those contained in MCI CAL P.U.C. 
Tariff ::1 for calls on MCI"s own network. These 
rates are subject to change in accordance with 
California P u.c. rules and regulations. Rates suo· 
;ect to Federal excise and applicable state taxes. 

..... .:. .... · .. , .... .:..·· 

ca11 Anytime on MCI and 
save over AT&T Rates 
Call anywhere, anytime on MCI and 
save on all your out-of-state calls 
within the continental u.s., Hawaii, 
Puerto Rico, u.s. Virgin Islands and 
major calling areas in canada. see 
the Rate Chart for easy comparison 
with higher AT&T rates. 



MCl TELECOMMUNICATION~ CORPORATION Of VIRGINIA 

INTERCITY TELECOMMUNICATIONS SERVl~~s TARIFF 
for 

MCI Telecommunications Corporation 

S.C.C. VA. TARIFF NO. l 
ORIGINAL TITLE PAGE 

This tariff contains the rules, regulations, descriptions and rates applicaole to the furnishing 
of interLATA intercity telecommunications services offered by MCI within the State of Virginia. 
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Connecting Carriers 

Other Participating Carriers 

C & P Telephone Company - Virginia 
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MCl TELECOMMUNICATIONS CORPORATION OF VIRGINIA S.C.C. VA. TARIFF NO. l 
ORIGINAL PAGE NO. l 

INTERCITY TELECOMMUNICATIONS SERVICES TARIFF 

CHECK SHEET 

The title page and pages 1-2~ inclusive of this tariff are effective as of the date shown. 
Original ana r~vised pages, as named below, comprise all changes from the original tariff in 
effect on the date indicated. 
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INTERCITY TELECOMMUNICATIONS SERV. ~ TARIFF 
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Applicability 
Definition of Terms 
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MCl TELECOMMUNICATIONS CORPORATION OF VIRGINIA S.C.C. VA. TARIFF NO. 1 
ORIGINAL PAGE NO. 3 

INTERCITY TELECOMMUNICATIONS SERVI~~S TARIFF 

APPLICA&ILITY 

This tariff applies to interLATA Intercity Telecommunications Services furnished by MCI 
Telecommunications Corporation between ana among points within the State of Virginia • 

issutb: July 2, 1§84 stephen c. dunn 
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MCI TE~ECOMMUNlCATIONS CORPORATION OF VlRGlN!A 

INTERCITY TELECOMMUNICATIONS SERVl~ 

EXP~ANATION OF SYMBOLS 

c - To signify changed regulation 
0 - To signify discontinuea rate or regulation 
1 - To aigni fy increased rate 
N - To signify new rate or regulation 
R - To signify reouced rate 
s - To signify reissued matter 
T" - To sign1 fy a change in text but no change in rate or 
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washington, DC 20036 
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MCl TELECOMMUNICATIONS CORPORATION OF VIRGINIA S.C.C. VA. TARIFF NO. l 
ORIGINAL PAGE NO. ' 

INTERCITY TELECOMMUNICATIONS SERVICES TARIFF 

SECTION A - DEFINITION OF TERMS 

For the purpose of this tariff, the following definitions shall apply: 

Access Line 

A dedicated arrange~ent which connects a customer location to an MCI terainal location or an 
MCI switching center. 

Accounting Code 

A two-digit code which is available to subscribers or Option C (MCI WATS) which enables them 
to identify individual users and thereby allocate the cost of their long distance service. 

Administrative Change 

The modification or an existing circuit, dedicated access line or port, at the request or the 
customer, that involves changes to authorization codes, speed numbers, route guide, 
consolidation of Dilling within Oeaicated Leased Line Service, verification of testing 
performed by parties ather than MCI, or any ather administrative change not covered by a 
Billing Record Change. (See below for definition.) · 

Application far Service 

A standard MCI order farm which includes all pertinent billing, technical and ather 
descriptive information which will .enable MCI to provide a communication service as required. 

Authorization Code 

A five-digit code or 7-digit code, one or ~are of which are available to Metered Use Service 
customers to enable them to identify individual users or groups of users, and thereby allocate 
tne costs of their long distance service. · 

Bandwidth 

The total frequency band, in hertz, allocated for a channel. 

Billing Record Change 

A change in custoaer billing address. 

Cancellation of Order 

A customer initiated request to discontinue processing a service order, either in part or in 
its entirety, prior to its completion. Cancellation charges will be assessed far each 
circuit-end or dedicated access line cancelled from an order prior to its completion by MCI, 
under the following circumstances: (1) if the local Telco has confirmed in writing to MCI 
that tne circuit-end or dedicated access line will be installed; or (2) if MCI has already 
submitted facilities orders to an interconnecting telephone company. (This differs from a 
Disconnection, see page 6 for definition.) 

Channel or Circuit 

A communications path between two or aore points, having a bandwidth or transmission speed 
selected by a customer. 

l!SO!b: July 2, 1§84 Stephen e. Cunn 
Manager, Tariffs 1 Rates 
1133 19th Street, NW 
Washington, DC 20036 
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MCl TELECOMMUNICATIONS CORPORATION or VIRGINIA S.C.C. VA. TARIFF NO. 1 
ORIGINAL PAGE NO. 6 

INTERCITY TELECOMMUNICATIONS SERVI~-J TARIFF 

SECTION A - DEFINITION OF TERMS (CONT.) 

Channel Termination 

The point at which MCl's channel originates, terminates, or drops for the insertion or 
removal or a customer's signal. 

ill! 
An arrangement for switcheo service networks in which common control MCI switching machines 
are used to switch network trunks. The switching machines may be shared with other users. 

Company 

MCl Telecommunications Corporation. 

Customer 

The person, firm, corporation or other entity which orders service -- either for its own use, 
as a resale carrier, or as a non-profit manager of a sharing group -- and which is responsible 
for the payment of charges and for compliance with.MCI tariff regulations. For billing 
purposes, a customer is considered to be an account. In the Metered use Services, if a 
person, firm, corporation or other entity orders the service in more than one MCI originating 
city, or requests the assignment of more than one account number in a particular city, each 
such account is a separate customer for billing purposes. 

Customer-Provided Terminal Equipment 

Terminal equipment, as defined herein, provided by a customer. 

Disconnection 

Tne disconnection of a circuit, dedicated access line or port connection being used for 
existing service. (This differs from a Cancellation; see page s for definition). 

Expeoite 

A service order initiated at t~e request of the customer, plus the accompanying installation 
or cnange to related circuits, that is processed in a time period shorter than the MCl 
standard service interval. 

Four-wire Circuit 

A circuit using two one-way transmission paths, which include two carrier paths and two 
wire-pairs. 

Installation 

The connection of a circuit, dedicated access line or port for new or additional service. 

Interswitch Trunk 

A circuit which connects two CCSA switching centers. 

Joint Users 

A person, firm or corporation designed by the customer as a user of communication facilities 
furnisned to the customer by MCI, and to whom a portion of the charge tor such facilities are 
billed unoer a Joint user arrangement. 

b!!! - (Local Access Transport Area) 

A geographical area established by the u.s. District Court for the District of Columbia in 
Civil Action No. 17-~9, within which a local exchange company provides communications services. 

issu£o: July 2, 198~ siepnen e. Cunn 
Manager, Tariffs 6 Rates 
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MCl TELECOMMUNlCAT' 'S CORPORATION OF VIRGINIA 

INTERCITY TELECOMMUNICATIONS SERVICES TARIFF 

SECTION A • DEFINITION OF TERMS (CONT.) 

!£! 

S.C.C. VA. TARIFF NO. l 
ORIGINAL PAGE NO. 7 

MCl Telecommunications Corporation and/or one ar mare Concurring Carriers • 
• 

MCI Metropolitan Area Terminal CitY Location (called Terminal Location) 

Locations specified herein where MCI maintains a terminal facility far purposes af providing 
InterLATA Intercity Telecommunication Services as described herein. 

MCI Recagnizeo National Holidays 

New Year•s Oay, July 4, Labor Day, Thanksgiving Day, Christmas Day. 

MCl Terminal 

Any location where MCI provides services as described herein. 

Multiline Terminating Device 

Denotes switching equipment, key telephone type systems ar other similar customer premise 
terminating equipment which is capable af terminating mare than ane access line. 

Network Trunks 

Access lines, interswitch trunks, and circuits connecting services and facilities af MCI or 
ather carriers to MCl CCSA switching centers. 

Off-Network Access Line 

A local exchange, foreign exchange, ar •ATS line connecting both incoming and outgoing traffic 
from an MCl switc~d service network to the ODD network. 

One-•av Transmission 

The capability or transmission in only one direction. 

Other Cammon Carrier 

A person, firm, corporation ar entity which subscribes ta MCI's communication services and 
facilities. and resells these communication services and facilities ta the public for profit • 

. Unless otherwise indicated herein, the term •ather common carrier• when used in this tariff 
also means •customer• and includes entities which are brokers of the service (act as 
intermeaiaries for the purposes af reselling), those entities which are processors or the 

• service (enhance the value of the service through substantial incurred costs), and those 
entities which are underlying carriers (own transmission facilities). 

PhYSical Change 

The modification of an existing circuit, dedicated access line or port, at the request of the 
customer, requiring some physical change or retermination. 

lssu!b: July 2, 1§14 stephen e. Cunn 
Manager, Tariffs 6 Rates 
llJJ 19th Street, N• 
•asnington, DC 20036 
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MCI TELECOMMUNICATIONS CORPORATION or VIRGINIA S.C.C. VA. TARirr NO. 1 
ORIGINAL PACE NO. 8 

INTERCITY TELECOMMUNICATIONS SERVI~ES TARIFF 

SECTION A- DEFINITION OF TERMS (CONT.) 

Premises 

The space aesignated by a customer at its place or places of business for termination of MCI 
service, whether for its own communications needs or for the use of its resale customers. In 
the case of tne non-profit snaring group, this term includes space at each sharer's place or 
places of business, as well as space at the customer's place or busine8S. 

Redundancy 

Tne offering or alternate Intercity Telecommunication Services which •ay be provided using one 
or more different routings, circuits, and/or additional equipment. 

Restoration 

The re-establishing of service by rerouting, substitution at component parts, or otherwise, 
as deter~ined by the carrier(s) involved. 

Service Group 

The term •service Group• as used in connection with MCl WATS denotes one or more MCI WATS 
dedicated access lines terminated in the same multiline terminating device at the same 
customer premises. 

Special Promotional Offering 

Special discounts or modifications of its regular service offerings which MCI may, from time 
to time, offer to its customers for a particular service. Such offerings may be limited to 
certain dates, times and locations. 

Speed Number 

A signaling arrangement by which a Metered use Service customer may elect to dial a 
pre-programmed four-digit number in place of a designated ten-digit number. 

Two-way Transmission 

The capability of transmission in either direction or in both directions at once. 

Two-wire Circuit 

A circuit us~ng two one-way carrier transmission paths, plus one wire-pair. 

issutb: luly 2, 1984 stephen e. Gunn 
Manager, Tariffs ' Rates 
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MCl TELECOMMUNICAT . CORPORATION Or VIRGINIA S.C.C. VA. TARirr NO. 1 
ORIGINAL PAGE NO. 9 

INTERCITY TELECOMMUNICATIONS SERVICES TARIFF 

SECTION B • RULES AND REGULATIONS 

1. DESCRIPTION OF SERVICE 

2. 

.01 lnterLATA Intercity Telecommunications Service is the furnishing of MCI services for 
coaaunications between specified locations under the terms of this tarilf. Channels will be 
those of MCl alone, or MCI's in conjunction with those of other participating, concurring or 
connecting carriers • 

• 02 lnterLATA Intercity Telecommunications Service consists of the furnishing for the use of 
customers, of channels for the direct transmission and reception or communications between the 
MCI Metropolitan Area Terminal City Locations or MCI terminals and all service offerings 
contained herein which anticipate the provision of such channels as part of the offering are 
incluaed in this category. Such service has the capability or being extended beyond the 
respective MCl Terminal Locations • 

• 03 MCI, when acting at the customer's request and as his authorized agent, will make 
reasonable efforts to arrange far service requirements which may include termina} equipment 
and circuit conditioning • 

• 04 The MCI network is designed to insure that no more than five percent of all calls are 
blocked during the busy hour of the average business day. The network circuits are designed 
ana engineered to provide high quality transmission of the human voice with a minimum level of 
impairment such as noise and echo. However, over~ll quality may vary somewhat due to the 
variaDility in quality of the connections proviaed by the local telephone companies, which is 
beyond MCI's control. 

LIMITATIONS 

.01 Service is offered subject to the availability of facilities and the provisions of this 
tariff • 

• 02 MCI reserves ~he right to discontinue furnishing service, upon written notice, when 
necessitatea by c~nditions beyond its control or when the customer is using the service in 
violation of the provisions of this tariff, or in violation or the law. 

3. TERMS AND CONDITIONS 

.01 Service is provided and billed an the basis of a minimum period of at least one month, 
beginning on the date that billing becomes effective, and continues to be provided until 
cancellea, by the customer, in writing, on not less than 30 day•s notice from the date of 
postmark on this letter • 

• D2 Service is offered on a monthly basis, 24 hours per day. It is also offered on a Metered 
use basis, as described in Paragraph c.2 following • 

• 03 For the purpose or computing charges in this tariff, a month is considered to have 30 
days • 

• 04 The name(s) or the customer(s) desiring to use the service •ust be stipulated in the 
application for service • 

• o, The customer agrees to operate MCI-pravided equipment in accordance with instructions of 
MCl or MCl's agent. Failure to do sa will void MCI liability far interruption of service and 
may make customer responsible far damage to equipment pursuant to Section 8.3.06 below • 

• 06 Customer agrees to return to MCl all MCI-pravided equipment delivered to customer within 
five (5) days of termination of the service in connection with which the equipment was used. 
Said equipment shall be in the same condition as when delivered to customer, normal wear and 
tear only exceptea. Customer shall reimburse MCI, upon demand, for any casts incurred by MCl 
due to customer's failure to comply with this provision. 
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MCI TELECOMMUNICATIONS CORPORATION OF VIRGINIA S.C.C. VA. TARIFF NO. l 
ORIGINAL PAGE NO. 10 

INTERCITY TELECOMMUNICATIONS SERVI~~j TARIFF 

SECTION B - RULES AND REGULATIONS 

4. LIABILITY 

.01 The UaDUity of MCl for damages arising out of ~:~!stakes, omiss.ions, interruptions, 
delays, errors or defects in transmission occurring in the course of furnishing service, 
and not caused by the negligence of the customer or of MCI in failing tQ aaintain proper 
standards of maintenance and operation and to exercise reasonable supervision, shall in 
no event exceea an amount equivalent to the proportionate charge to the customer for the 
period of service during which such mistake, omission, interruption, delay, error or 
defect in transmission occurs • 

• 02 MCl shall be indemnified ana held harmless by the customer agai~st: 

.021 claims for libel, slander, or infringement of copyright arising out of the 
material, data, information, or other content transmitted over MCl's channels; and 

.022 patent infringement claims arising from combining or connecting MCI-furnishea 
channels with apparatus ana systems of the customer; and 

.02' all other claims arising out of any act or omission of the customer in 
connection with any service provided by MCI • 

. o, MCI is not liable for any act or omission of any other company or companies 
furnishing a portion of the service • 

• 04 MCl does not guarantee or •ake any warranty with respect to any equipment provided 
by it where such equipment is used in locations containing an atmosphere which is 
explosive, prone to fire, dangerous or otherwise unsuitable for such equipment. The 
customer indemnifies and holds MCl harmless from any and all loss, claims demands, suits 
or other action, or any liability whatsoever, whether suffered, made, instituted or 
asserted by the customer or by any other party or persons, for any personal injury to or 
death of any person or persons, and for any loss, damage or destruction of any property, 
wnether ownea by the customer or others, caused or claimed to have been caused directly 
or indirectly by the installation, operation, failure to operate, maintenance, removal, 
presence, condition, location or use of such equipment so used • 

• 05 The customer indemnifies .and holds MCI harmless from any and all loss, claims, 
demands, suits, or other action, or any liability whatsoever, whether suffered, made, 
instituted or asserted by the customer or by any other party or persons, for any personal 
injury to, or death of, any person or persons, and for any loss, damage or destruction of 
any property, whether owned by the customer or others, caused or claimed to have been 
caused directly or indirectly by the installation, operation, failure to operate, 
aaintenance, removal, presence, condition, location or use of such equipment where such 
installation, operation, failure to operate, •aintenance, condition, location or use is 
not the direct result of MCl's negligence • 

• 06 MCl is not liable for any defacement of, or daaage to, the premises of a customer 
resulting from the furnishing of channel facilities or the attachment or instruments, 
apparatus and associated wiring furnished by MCl on such customer's premises or by the 
installation or removal thereof, when such defacement or damage is not the result of MCI 
negligence. No agents or employees of other participating carriers shall be deemed to be 
agents or employees of MCl. · 

.07 The customer is responsible for taking all necessary legal steps for interconnecting 
his customer-provided terminal equip•ent of communications systems with MCl facilities. 
He shall secure all licenses, permits, rights-of-way, and other arrangements necessary 
for such interconnection. 
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.oe The customer shall ensure that his equipment and/or system is properly interfaced with 
MCl facilities, that the signals emitted into MCJ's network are of the proper made, bandwidth, 
power, data speed, and signal level for the intended use of the customer and in compliance 
with the criteria set forth in Section B-ll.Ol fallowing, and that the signals do nat damage 
MCl equipment, injure personnel or degrade service to other customers •• If the Federal 
co .. unicatians commission or same other appropriate certifying body certifies terminal 
equipment as being technically acceptable for direct electrical connection with interstate 
communications service, MCI will permit such equipment to be connected with its channels 
without the use of protective interface devices. If the customer fails to maintain and 
operate his equipment and/or system properly, with resulting imminent harm to MCI equipment, 
personnel, or the quality of service to ather customers, MCI may, uppn written notice, require 
the use of protective equipment at the customer's expense. If this fails to produce 
satisfactory quality and safety, MCl may, upon written notice, terminate the customer's 
service. 

5. CANCELLATION OF SERVICE BY A CUSTOMER (See Section 8,11 far cancellation by MCI) 

If a customer cancels his order far service Defore the service begins, before completion of 
tne minimum period, or oefare completion of same other period mutually agreed·upan oy the 
customer and MCI, a charge will be levied upon the customer for the nonrecoverable portions of 
expenaitures or liabilities incurred expressly an behalf of the customer by MCI and not fully 
reimbursed by installation and eonthly charges. If, based on an order by a customer, any 
construction has either begun or Deen completed, but no services provided, the nonrecoverable 
cast of sucn construction shall De borne by the customer. · 

6. USE OF SERVICE 

r .01 The services offered herein may nat be used far the unauthorized provision of Message 
' Telecommunications Service or Wide Area Telecommunications Service equivalents. Service 

furnished by MCl may be used for one or more of the following: 

.011 for the transmission of communications by the customer • 

• 012 for the transmission of communications to or from an authorized user or joint user • 

• Oll for the transmission of communications to or from a customer of another common 
carri~r, which has suDscrioed to MCI's communications services for purposes of resale • 

• 02 Service furnished by MCl may be arranged for joint use or authorized use. The joint 
user or authorized user shall be permitted to use such service in the same eanner as the 
customer, but subject to the following: 

.021 One joint user or authorized user •ust De designated as the customer. 
The designated customer does not necessarily nave to have communications requirements at 
his awn. The customer must specifically name all joint users or authorized users in the 
Application far Service. Orders which involve the start, rearrangement or discontinuance 
of Joint use or authorized use service will be accepted by MCl only from that customer 
and will be subject to all regulations of this tariff • 

• 022 All charges for the service will be computed as if the service were to be billed to 
one customer. The joint user or authorized user which has been designated as the 
customer will be billed far all components of the service and will be responsible far all 
payments to the company. In the event that the designated customer fails to pay the 
company each joint user or authorized user shall be liable to the company tar all charges 
incurred as a result of its use of MCI's Service. Each joint or authorized user must 
submit to the designated customer a letter accepting contingent liability tar its portion 
at all charges Dilled by the company to the designated customer. This letter must also 
specify that the joint or authorized user understands that the company will receive a 
copy of the guaranty from tne designated customer. Unless Supportive Services are 
provided (See Section E), the·customer shall be responsible for allocating charges to 
each joint user or authorized user. 
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MCI TELECOMMUNICATIONS CORPORATION or VIRGINIA S.C.C. VA. TARIFF NO. 1 
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INTERCITY TELECOMMUNICATIONS SERV!CES TARIFF 

SECTION B • RULES AND REGULATIONS 

6. USE OF SERVICE (CONT.) 

.Ol Metered use Service Option A (Execunet) furnished by MCI (Section C-2.02) may, at a 
custo•er•s option, be arranged for use under Corporate (Group) Account Billing. 
Group Account Billing specifies a combined ~onthly minimum usage charge!/ for 
•ultiple business locations which the customer owns, franchises, manages, or 
directs, of $2500 for all sub-accounts.• The applicable Volume Discount, as set 
forth in Section c-2.02113, will be based upon the total combined monthly usage for 
all sub-accounts. Charges for optional features, detailed in Section C-2.0213, 
will ae waiveo for all Corporate (Group) Account Billing customers of Metered Use 
Service Option A. Customers who elect this billing option are subject to the 
following: 

.031 The customer electing this option shall be designated as the Sponsor, and as 
such must accept financial responsibility for all sub-accounts included under the 
Group Account Billing arrangement. Should the total monthl·y usage charges for all 
sub-accounts fail to satisfy the applicable monthly minimum usage charge, the 
Sponsor is responsible for payment of the difference • 

• 032 The Sponsor must specifically name all sub-accounts in the application for 
Group Account Billing. Further, orders which involve the start or discontinuance 
of service will be accepted by MCI only from the Sponsor and will be subject to all 
regulations in this tarlff • 

• 033 Each sub-account will be deemed to be a customer of MCI, and will be billed 
separately for its MCl service and will be responsible for payments to MCI. In the 
event that a sub-account fails to pay MCI the Sponsor shall be liable to MCI for 
all charges incurred as a result of such sub-account's use of MCI's service. Prior 
to initiation of service under Group Account Billing, the Sponsor must submit to 
MCl a letter accepting the terms and conditions set forth herein • 

• 04 Directory Assistance is available to customers of MCl's Metered use Service Option A. A 
$0.45 per call undiscounted charge will be applied to each call. Up to two reQuests •ay 
be maae on each call to Directory Assistance. The Directory Assistance charge applies to 
each call regardless of whether the Directory Assistance Bureau is able to furnish the 
requested telephone number. Surcharges, if applicable, will not be applied to Directory 
Assistance calls. In addition, Directory Assistance calls will not count toward, nor be 
calculated as part of, the Volume Discounts offered under Metered use Service Option A. A 
complimentary call allowance, consisting of two free Directory Assistance calls per month, 
will be given to those customers who comply with the following provisions • 

• D41 .The customer must complete at least two Non-Directory Assistance calls in the month 
in which the Directory Assistance calls are •aae • 

• 042 The compli•entary call allowance applies to both intrastate and interstate Directory 
Assistance;. 

.043 The complimentary call allowance is not available to those customers in central 
offices where equal exchange access is available who have not chosen MCI as their 
presubscribed carrier, and who access MCI V.ia the 10222 access number • 

• 05 Service furnished by MCI may be arranged for use by other common carriers for the 
purposes of resale subject to the following: 

.051 Other Common Carriers will be responsible for all interaction and interface with 
their own subscribers or customers • 

• 06 Service furnished by MCI shall not be used: 

.061 For any unlawful purpose .• 

• 062 For any purpose for which any payment or other compensation is received by the 
custo•er, except when the customer is an entity which holds itself out as being a 
communications common carrier. This provision does not prohibit an agreement between the 
custo•er, authorized user or Joint user to share the cost of the service as long as this 
arrangement generates no profit for anyone participating in a joint use or authorized use 
arrange•ent. 

!I The aonthly •ini•u• charge will be waived for all u.s. Govern•ent accounts. 

• A grace period, consisting of the initial (partial) •onth and the next three full billing 
•onths, will be extended to new custo•ers. During this period, the .anthly •iniaum usage 
charge will not be Dilled. 

lssutb: luly 2, 1§84 stephen e. Cunn 
Manager, Tariffs l Rates 
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INTERCITY TELECOMMUNICATIONS SERVICES TARIFF 

SECTION B - RULES ANO REGULATIONS 

7. PAYMENT ARRANGEMENTS 

S.C.C. VA. TARirr NO. 1 
ORIGINAL PAGE NO. 13 

.01 The customer is responsible for pay•ent of all charges for services furnished to 
the custa•er. Charges for installation, physical or administrative ·changes, expedites, 
or for cancellation of orders are payable upon completion. If, because of any such 
activity a non-MCI carrier or supplier levies additional charges, these•charges shall 
be passed on to the customer. Recurring charges are billed in advance • 

• 02 Billing will be payable upon receipt. Interest at the rate of l.SOI per month 
(unless proscribea by law, in which event at the highest rate allowed by law) will 
accrue upon any unpaid amount commencing JS days after date of billing. MCI offers 
pre-payment credits which are considered to be financial transactions and are the 
subject of separate letter agreements • 

• 03 Applicants or customers whose financial condition is not acceptable to MCI, or is 
not a •atter at general knowledge, •ay be required at any time to make a deposit not to 
exceed an amount equal to two times the average bill during the preceding six-month 
period for services at the customer's premises, or if such information is nat 
availaole, up to an amount equalling the installation charges, if applicable,_and/ar up 
to twa months' estimated charges for the service to be provided. In the case of a cash 
aeposit, interest at the rate paid in that locality for escrow accounts will be paid 
for the period during which the deposit is held by MCI. Such deposit may be refunded 
or credited to the customer at any time after six months of good credit upon request of 
the customer prior to termination of service. Upon termination of service, the 
deposit, with accrued interest, shall be creditea to the final bill, and any credit 
balance shall be returned promptly to the customer • 

• OA The charges set forth in this tariff far channel terminations contemplate 
installations aade in normal locations and under normal working conditions. Any 
installations to be aade under other circumstances are subject to additional charges • 

• OS If notice of a dispute as to charges is not received, in writing, by MCI within two 
years after an invoice is rendered, such invoice shall be deemed to be correct and 
binding upon the customer. 

8. CHANGE IN SERVICE ARRANGEMENT · 

When a change in service arrangement involves the continued use by the customer of 
channels furnished by MCI, installation charges do not apply to the channels continued 
in use. The minimum service period for the channels continued in use is determined 
tram the date of the initial acceptance thereof. 

9. RESTORATION OF SERVICE 

The use and restoration at service in emergencies shall be in accordance with Part 64, 
Subpart D of the Federal Communications Commission's Rules and Regulations, which 
specifies the priority system tor such activities. 

10. INSPECTION 

MCI may, upon reasonable notice, make such tests and inspections as may be necessary to 
determine that the requirements of this tariff are being complied with in the 
installation, operation or •aintenance or the customer or MCl equipment. MCI may 
interrupt the service at any time, without penalty to MCI, because or departure tram 
any or these requirements. 

11. CANCELLATION FOR CAUSE BY MCl (See Section 815 for Cancellation by Customer) 

.01 Upon nonpayment of any sum owing to MCI, or upon a violation of any of the 
provisions governing the furnishing of service under this tariff, MCI may, upon written 
notification to the custo•er, without incurring any liability, i .. ediately discontinue 
the furnishing at such service • 

• 02 Upon 14 days written notification, MCI will discontinue furnishing service to a 
subscriber to Option A (Execunet) of Metered use Service who has not used the service 
tor a period of 180 days and who appears, after investigation to have lett the 
coaaunity or who advises MCl that he or she does nat desire to continue to be carried 
as a custoaer. 

12. TESTING AND ADJUSTING 

Upon reasonable notice, the channels provided by MCI shall be aade available to MCI for 
such tests and adjustaents as aay be necessary to •aintain the• in satisfactory 
condition; no interruption allowance will be granted for the tiae during which such 
tests and adjustments are aade. 

issutb: July 2, 1§14 SEephen e. Cunn tff!Efivt: sepieiber I, 1§8~ 
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INTERCITY TELECOMMUNICATIONS SERVICES TARIFF 

SECTION B - RULES AND REGULATIONS· 

13. TERMINAL EqUIPMENT 

.01 Terminal equipment, such as teleprinters, handsets or data sets at the premises of the 
custo•er and connecting local channels between such premises and the MCI terminals, shall 
be furnished by and maintained at the expense of the customer, except as otherwise provided • 

• 
• 02 The characteristics of equipment at either end of the channel shall be such that its 
connection to the channel complies with the minimum protection criteria set forth below, 
and does not interfere with services furnishea to other customers. Additional protective 
equipment, where required, shall be at the customer's expense • 

• 03 When services using Be~l voice grade facilities are terminated ·in customer-provided 
terminal equipment, channel oerivation devices, or communications systems, the customer 
shall coaply with the minimum protective criteria set forth below: 

.031 When the facilities furnished under this tariff are used in common with Bell 
System services, it is necessary in order to prevent excessive noise and crosstalk 
that the power of the signal applied to Bell lines be limited. A single valued limit 
for all applications cannot be specified. Therefore, the power of the signal in the 
band above 300 Hertz which may De applied Dy the customer-provided equipment at the 
point of termination will be specified Dy MCl for each application, to be consistent 
with the signal power allowed on the telecommunications network • 

• 032 To protect the telecommunications services from interference at frequencies. 
which are about the band of service provided, MCI will specify the acceptable 
signal power in the following bands to be applied by the customer-provided equipment 
or communications system at the point of termination to insure that the input to Bell 
facilities does not exceed the limits indicated: 

the power in the band from 3,9~' Hertz to 4,00' Hertz shall be at least 18 dB 
Delow the power of the signal as specified in Section 13.031 preceding. 

the power in the band from 4,000 Hertz to 10,000 Hertz shall not exceed 16 dB 
below one eilliwatt. 

the power in the band from 10,000 Hertz to 25,000 Hertz shall not exceed 24 dB 
below one milliwatt. 

the power in the band from 25,000 Hertz to 40,000 Hertz shall not exceed 36 dB 
below one milliwatt. 

the power in the band above 40,000 Hertz shall not exceed '0 dB below one 
llilliwatt • 

• 033 Where there is connection via customer-provided terminal equipment or 
communications system to a Message Telecommunications Service or a WATS service to 
prevent the interruption or disconnection of all call, or interference with network 
control signaling, it is necessary that the signal applied by the custo~er-provided 
equipllent to the interface at no ti•e has energy solely in the 24'0 to 2750 Hertz 
band. If signal power is in the 24'0 to l750 Hertz band, it must not exceed the 
power present at the same tilDe in the 800 to 2•so Hertz band. 
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SECTION B - RULES AND REGULATIONS 

13. TERMINAL EQUIPMENT (CONT.) 

.04 

.034 Where such customer-provided equipment or communications system applies signals 
having components in the frequency spectrum below 300 Hertz, excluding ringing signals, 
the currents and voltages (including all harmonics and spurious signals) at the inter­
face shall not exceed the limits indicated in .0341 through .0344 rollowing: 

.0341 The maximum rms (root-mean-square) value, including de and ac components, 
of the current per conductor will not exceed 0.35 ampere • 

• 0342 The magnitude of the peak of the conductor or ground voltage shall not 
exceed 70 volts • 

• 0343 The conauctor voltage shall be such that the conductor to ground voltage 
limit in .0342 preceding is not exceeded. If the signal source is not grounded, 
the voltage limit in .0342 preceding applies to the conductor to conductor 
voltage • 

• 0344 The total weighted rms voltage within the band from SO Hertz to 300 Hertz 
shall not exceed 100 volts. The total weighted rms voltage is the square root 
of the sum of the products times the square of the rms voltage of the individual 
frequency components. The weighting factors are as indicated: 

for frequencies between 

50 Hertz ana 100 Hertz 

100 Hertz and 300 Hertz 

weighting factor 

f2tlo4 

f3.3tlo6.6 

where f is the numerical value of the frequency, in Hertz, of the frequency 
component being weighted. 

The customer is responsible for all costs, which may include the expenses of 
customer personnel, electrical power, etc. at his premises in the provision or 
the service described·herein. 
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SECTION B - RULES AND REGULATIONS 

1~. ALLOWANCE FOR INTERRUPTIONS 

S.C.C. VA. TARIFF NO. l 
ORIGINAL PAGE NO. 16 

.01 Creait allowance for interruptions of service which are not due to MCI testing and 
adjusting, negligence of the customer, or the failure of channels, equipment and/or 
co•munications systems providea by the customer, are subject to the general liability 
provisions set forth in Section B-~ preceding. When the service provided by MCI is 
interruptea for a period of two consecutive hours or more, credit is allowed for that 
portion of the service which is affected, in accordance with the following formula: 

Creait • T times C 
I ~a 

•T• is outage time in hours 
•c• is total daily charge for the affected facility 

.02 For the purpose of determining the amount of allowance, every month is considered to have 
30 days. Only those segments of service actually affected by the interruption shall ~ 
considered in determining the amount of allowance • 

• 03 The length of an interruption shall be •easured from the time the customer notifies MCI 
of the interruption, or from the ti•e a major outage is known to MCI. 

.o~ As used in Section 8.1~ herein, the term •service• means the circuits or equipment 
provided by MCI, ana/or a participating international carrier, or an overseas administration 
connecting with such international carrier • 

• OS MCI will, at customer request ana expense, attempt to make arrangements for redundancy on 
the customer's service. 

lS. INTERCONNECTION WITH OTHER CARRIERS 

.ol Service furnished by MCI may De connected with services or facilities of another 
participating carrier. Such interconnection may be made at an MCI Terminal or entrance site, 
at a terminal of another participating·carrier, or at the premises of a customer, joint user, 
or authorized user. Service furnished by MCl is not part of a joint undertaking with such 
other carriers. 

will attempt to •ake the necessary arrangements for such interconnection • 

• 03 Service furnished by MCI may be connected with the facilities or services of other 
participating carriers under the terms and conditions of the other participating carriers• 
tariffs applicable to such connections. 
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MCI TELECOMMUNICATIONS CORPORATION Or VIRGINIA S.C.C. VA. TARiff NO. 1 • 
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INTERCITY TELECOMMUNICATIONS SERVICES TARiff 

SECTION 8 - RULES AND REGULATIONS 

15. INTERCONNECTION WITH OTHER CARRIERS (CON'T) 

.o• lntercarrier connection is offered between MCI and the following carriers, in accordance 
with the indicated tariffs. If no tariff is referenced MCI •aintains a contractual 
arrangement with that company. 

Carrier 

American Telephone l Telegraph co. 

C l P Telephone Company 

CONTEL Virginia 

ISSUED: July 2, 1§84 stephen c. Cunn 
Manager, Tariffs a Rates 
1133 19th Street, NW 
washington, oc 20036 
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INTERCITY TELECOMMUNICATIONS SERVICES TARIFF 

SECTION 8 - RULES ANO REGULATIONS 

• 16. SPECIAL CUSTOMER ARRANGEMENTS 

.01 In cases where a customer requests special arrangements which •ay include engineering, 
installation, construction, facilities, assembly, purchase or lease of facilities, and/or 
other special services not offered under this tariff, MCI, at its option, will provide the 
requested services. Appropriate recurring and/or non-recurring charQeS will be developed 
accordingly. 
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INTERCITY TELECOMMUNICATIONS SERVICES TARIFF 

SECTION C - SERVICE DESCRIPTIONS ANO RATES 

1. GENERAL DESCRIPTION OF INTERCITY TELECOMMUNICATION SERVICES 

.01 lnterLATA Intercity Telecommunications Service is offered to subscribers on a full-time 
•onthly basis, or on a Meterea Use Basis. • 

.02 All services shall remain in effect for a ~inimum of thirty (JO) days • 

• OJ A customer may provide his own dedicated facilities to access MCI's terminal where such 
aedicated facilities are required • 

• 04 MCI offers its services subject to the availability of the necessary facilities and/or 
equipment. MCI reserves the right to refuse to provide service to or from any location 
where the necessary facilities and/or equipment are not available (see Section B.2). 
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INTERCITY TELECOMMUNICATIONS SERVICES TARIFF 

SECTION C - SERVICE DESCRIPTIONS AND RATES 

2. METERED USE SERVICE 

.01 General Description 

S.C.C. VA. TARIFF NO. l 
ORIGINA~ PAGE NO. 20 

Metered use Service offers the use of intercity communications facilities shared among 
•ultiple users. Metered use Service may involve, at the customer's option, a monthly 
recurring minimum charge for intercity facility usage. A monthly listing of each call and its 
duration is available as a standard feature. At additional cost, certain Metered use service 
options, offer a customer the ability to: (1) identify the users and allocate the cast of 
his long distance facilities through the use of accounting codes, (2) reduce the amount of 
dialed digits through the use of speed numbers, and (3) receive his call records on magnetic 
tape. 

Under this service option, the individual customer's total monthly charges 
for use of the intercity communication facilities are based upon the total time the 
customer (account) utilizes such facilities. In that regard, individual intercity facilities 
usage charges, as well as other specific charges, discounts and/or features are applicable to 
each individual service option. •nen a metered use service call is established in one 
time-of-day rate application period and ends in another, the rate in effect in each rate 
application period applies to the portion of the call occurring within that rate application 
period. A specific description of Metered Use Service Option A and its recurring and 
non-recurring charges, features, applicable discounts and service availability follows • 

• 02 Option A CExecunet) 

Execunet service is a one-way, dial in - dial out multipoint service allowing the customer to 
originate and terminate calls via MCI-provided local business telephone lines. Subscribers to 
Execunet Service may originate calls only in the city or cities in which they maintain an 
active Execunet account. Customers in central offices where equal exchange access is 
availaole who have estaolished accounts with MCI, may use Execunet Service on a direct dial 
basis or by oialing the access number 10222. Customers in central offices where equal 
exchange access is not available may use Execunet Service by dialing a 7 digit access number. 
Customers may terminate calls as specified in Section 2.023 below. All Execunet calls are 
rounded to the next higher full minute. At the customer's option Execunet Service is 
available on the basis of a Corporate (Group) account billing arrangement.!/ 

.021 Monthly Recurring Charges 

.0211 Intercity Facilities usage Charges: The Per Minute rates set forth 
ln section 2.62111 will apply to all Execunet Service Calls.2/ In 
addition volume Discounts, as described in Section 2.02113 will be 
available. 

!I Customers who elect Corporate (Group) Account Billing •ay do so an the basis or a monthly 
•inimum usage charge of S2,0D. Customers who elect this billing option are subject to 
the provisions of section B-6.03 preceding. 

11 To encourage usage by newly installed Execunet customers, MCl will apply a $2.00 credit 
to the usage charges on the customers initial invoice. All other charges applicable to 
this service will remain unaffected by this provision. 

l!S0£0: July 2, 1§84 stephen Cunn 
Manager, Tariffs 6 Rates 
1133 l~th Street, N.w. 
Washington, DC 20036 

trt£Efiv£: September 1, 1§84 



r ., 

.· 
I 
\ 

MCl TELECOMMUNICA S CORPORATION OF VIRGINIA S.C.C. VA. TARIFF NO. 1 
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INTERCITY TELECOMMUNICATIONS SERVICES TARIFF 

SECTION C - SERVICE DESCRIPTIONS AND RATES 

2. METERED USE SERVICE 

1 

.02 Option A (Execunet) (Cont.) 

.02111 Per Minute usage Charges: 

INTERCITY MILEAGEl 
BAND 

1 • 8 
9 - lJ 

14 - 18 
19 - 23 
24 - 28 
29 - 38 
39 - 48 
49 - 58 
59 - 78 
79 - 118 

119 - 194 
195 - Over 

INTERCITY MILEAGE 
BAND 

1 - 8 
9 - 13 

14 - 18 
19 - 23 
24 - 28 
29 - 38 
39 - 48 
49 - 58 
S9 .. 78 
19 - 118 

119 - 194 
195 - Over 

INTERCITY MILEAGE 
BAND 

1 - 8 
9 - lJ 

14 - 18 
19 - 23 
24 - 28 
29 - 38 
39 - 48 
49 - sa 
'' - 78 19 - 118 

119 - 194 
195 - Over 

DAY RATE: 

1ST MINUTE 

$.200 
.240 
.300 
.320 
.370 
.380 
.410 
.420 
.440 
.460 
.470 
.soo 

EVENING RATE: 

lST MINUTE 

$.110 
.140 
.170 
.18D 
.210 
.220 
.240 
.240 
.260 
.270 
.270 
.290 

NIGHT 6 WEEKEND RATE: 

1ST MINUTE 

$.070 
.090 
.110 
.120 
.14D 
.140 
.15D 
.160 
:l7D 
.170 
.180 
.190 

ADDITIONAL MINUTE 

$.108 
.118 
.168 
.188 
.207 
.237 
.257 
.261 
.277 
.297 
.316 
.326 

ADDITIONAL MINUTE 

$.065 
.D71 
.100 
.112 
.124 
.142 
.154 
.160 
.166 
.178 
.190 
.196 

ADDITIONAL MINUTE 

$.043 
.047 
.067 
.075 
.083 
.095 
.102 
.106 
.110 
.118 
.126 
.130 

Intercity ai1eage.is calc~lated by using the formula presented on page 24 and 
the the Vertical and Horizontal Coordinates as obtained in Table I and by reference to 
AT6l's Tariff FCC No. 274. · 
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MCI TELECOMMUNICATIONS CORPORATION OF VIRGINIA S.C.C. VA. TARIFF NO. l 
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INTERCITY TELECOMMUNICATIONS SERVICES TARIFF 

SECTION C - SERVICE DESCRIPTIONS AND RATES 

2. METERED USE SERVICE (Cont.) 

.02 Option A (Execunet) (Cont.) 

.02112 Time of Oax Discount Periods: Execunet offers an Evening Discount as 
well as a Night and weekend Discount at the rates specified in section 
C-2.02111, far calls placed within the time periods as.set forth in the 
figure below. 

MCl's Evening Discount will apply to all calls placed an MCI-recognized 
National Holidays except when a lower rate would normally apply • 

• 02113 Volume Discounts 

volume Discounts, as set forth below, are available to those Execunet 
customers who hale established accounts with MCl and whose total monthly 
charge for usage I equals or exceeds $20.00. The discount will be applied 
to the customer's monthly invoice and will be based on the total monthly usage 
~ncurred in each rate period. The discount, when earned, will apply to each 
and every call placed during that billing period. 

Total Monthly 
usage 

s 0 - s 19.99 
s 20.00 - s 74.99 s 75.00 - $149.99 
$150.00/over 

VOLUME DISCOUNT: 
2!t Evening 

0.0 I 0.0 I 
2.0 I 7.0 I 
3.5 I 7.5 I 
5.0 I 8.0 I 

Night & Weekend 

0.0 I 
8.0 I 
8.5 I 

10.0 I 

.0212 Directory Assistance 

• 0213 

An undiscounted charge of $0.45 per call will be applied to each Directory 
Assistance call, subject to the provisions of Section B-6.04 above • 

.02132 

.02133 

.02134 

codes/customer/account or 

No Charge 
$5/Cade 

$5.00 Each 
$100/Tape 
$5199 Codes 

.022 Nan-Recurring Charges 
.0221 set-Up Charges: Call Records on Magnetic Tape- $500/Accaunt 

.023 Service Availability 
Execunet service Is available from the cities set forth in Section C-5, Table I, 
to all other cities within the State of Virginia. 

1/ Total •anthly usage is comprised to both intrastate and interstate usage. 
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INTERCITY TELECOMMUNICATIONS SERVICES TARIFF 

SECTION C- SERVICE DESCRIPTIONS AND RATES (Cont.) 

3. SPECIAL PROMOTIONAL OFFERINGS 
From time to time MCl may provide certain special promotional offerings to its customers. 
These offerings may be limited to certain dates, times and locations. 

tssutb: July 2, 1§84 stephen e. Cunn 
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ORIGINAL PAGE NO. 24 

INTERCITY TELECOMMUNICATIONS SER~1~ES TARIFF 

SECTION C - SERVICE DESCRIPTIONS AND RATES (Cont.) 

4 • RATE & MILEAGE TABLES 

METHOD FOR CALCULATION FOR AIRLINE MILEAGE 

.01 Method of Calculation 

The airline mileage between two cities can be calculated using the Vertical (V) 
and Horizontal (H) Coordinates as obtained by reference to AT&T'S Tariff F.c.c. 
No. 274 according to the following formula: 

where v1 and H1 correspond to the v & H coordinates of City l ana v2 and H2 correspond 
to the v & H coordinates of City 2. 

Example: 

City 1 - Manassas 

City 2 - Richmond 

Airline Mileage • 84 •iles 

:! 
5692 

5906 

!:! 
1626 

1472 

Vl V2 Hl H2 
(5692 - 5906)2 • (1626 - 1472)2 

10 

"' 6951.2 • 83.3738 miles• 

•Result will always be rounded to the next highest •ile. 
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INTERCITY TELECOMMUNICATIONS SER~.-ES TARIFF 

SECTION C • SERVICE OESCRIPTIONS AND RATES (Cont.) 

5. SERVICE AVAILABILITY TABLE 

TABLE 1 

OPTION A (EXECUNET SERVICE) AVAILABILITY 

Option A is available for calling between the following !ities and from 
these locations to all other locations within the State of Virginia, provided 
that the originating and terminating locations are in different LATAS. 

issuED: July 2, 1§84 
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COMMONWEALTH OP VIRGINIA 

STATE CORPORATION COMMISSION 

Jul. l 3 OS PH 'B~ 

0 0 1 6 

OOCUMENT CONTROe 8ENiil
1 AT RICHMOND, JULY 3, 1984 

APPLICATION OF 

MCI TELECOMMUNICATIONS 
CORPORATION OF VIRGINIA 

For a certificate of public 
convenience and necessity, 
for approval of its lease 
and service agreement, and 
for authority to set its rates 
based upon competitive factors 

CASE NO. PUC840022 

ORDER PRESCRIBING NOTICE 
AND SETTING HEARING 

On July 2, 1984, MCI·Telecammunications Corporation 

of Virginia (•Applicant• or •company") filed its application 

for a certificate of public convenience and necessity, 

for approval of its lease and service agreement, and for 

authority to set its rates based upon competitive factors. 

NOW, THE CO~SSION is of the opinion that the Company's 

application should be docketed, that public notice of the 

application should be given, and that ·a public hearing 
-

to consider the application should be heldJ Accordingly, 

IT IS ORDERED: 

(1) That that this case be docketed and assigned Case 

No. PUC840022. 

(2) That a public hearing concerning each portion of 

the Company's application be held, cammencinq on July 27, 

1984 at 10:00 a.m. in the Commission's 13th Floor Courtroom, 

Jefferson Building, Bank and Governor Streets, Richmond, 

Virginia, 



(3) That on or before July 20, 1984 any person who 

~xpects to present evidence, cross-examine witnesses, and 

otherwise participate in the hearing as a Protestant, as 

provided by Rule 4:6 of the Commission's Rules of Practice 

and Procedure, file with the Commission an original and 

fifteen (15) copies of a Protest as required by Rule 5:16(b), 

and serve a copy thereof on counsel to the Company, Hullihen w. 
Moore, Esquire, 909 East Main Street, 12th Floor, Richmond, 

Virginia 232191 

(4) That the Company make available a copy its appli­

cation together with the exhibits to each Protestant requesting 

(5) That the Company forthwith give notice to the public 

of its application and the scheduled hearing by publishing as 

display advertising (not classified advertising) on one 

occasion, the following notice in newspapers having general 

circulation throughout the Commonwealth of Virginia: 

NOTICE TO THE PUBLIC OF 
APPLICATION B~ MCI 

TELECOMMUNICATIONS CORPORATION 
OF VIRGINIA FOR A CERTIFICATE 

OF PUBLIC CONVENIENCE AND NECESSITY 
TO PROVIDE INTEREXCHANGE LONG 

DISTANCE SERVICE IN VIRIGNIA 

On July 2, 1984, MCI Telecommuni­
cation ·corporation of ,Tirqinia filed 
an application with the Virginia State 
Corporation Commission for a certificate 
of public convenience and necessity 
authorizin~ it to provide interexchange 
long distance telephone service in 
Virginia. MCI proposes to serve those 
areas economically feasible for its 
existing network and proposes to set 
its rates solely upon competitive factors. 

The Virginia State Corporation 
Commission has scheduled a public hearing 
on MCI's application in its 13th Floor 
Courtroom, Jefferson Building, Bank and 
Governor Streets, Richmond, Virginia, 
commencing at 10:00 a.m. July 27, 1984~ 
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Copies of the application are available 
for public inspection at MCI's offices 
where bills may be paid during normal 
business hours and in the Commission 
Document Control Center located in 
Floor B-1 of the Jefferson Building, 
Richmond, Virginia, open Monday through 
Friday, 8:00 a.m. to 5:00p.m. 

On or before July 20, 1984 any 
person who expects to submit evidence 
and to cross-examine witnesses must 
file with the Commission an original 
and fifteen (15) copies of a Protest 
comforming to Rule 5:16(bl of the Com­
mission's Rules of Practice and Procedure. 
A copy of this notice must be mailed 
to counsel for MCI, Hullihen w. Moore, 
Esquire, 909 East Main Street, 12th Floor, 
Richmond, Virginia 23219. 

Any interested person not otherwise 
participating as a Protestant who desires 
to make a statement at the public hearing 
in his own behalf on ·the application, 
need only be present in the Commission's 
Courtroom 15 minutes prior to the com­
mencement of the hearing and inform the 
Commission's Bailiff that he wishes to 
testify. All persons desiring to testify 
will be heard as expeditiously as pos­
sible beginning at 10:00 a.m. or shortly 
thereafter. In lieu of attending the 
public hearin9, public witnesses may 
choose to send their comments to the 
Commission in written form. Such com­
ments must be received not later that 
July 20, 1984. 

All written communications to the 
Commission regarding MCI's application 
should refer to Case No. PUC840022 
and should be addressed to William c. 
Young, Clerk, Document Control Center 
P.O. Box. 2118, Richmond, Virginia 23216. 

MCI TELECOMMUNICATIONS 
CORPORATION OF VIRGINIA 

(6) That the Company forthwith give notice of its appli­

cation to each interexchange carrier, to each local exchange 

carrier, and to the Division of Consumer Counsel, Office of ·the 

Attorney General, by personal delivery, or by certified mail, 

return receipt requested to the customary place of business 

or residence of the person served7 
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(7) That on or before the July 27, 1984 hearing, applicant 

file proof of notice as· described above. 

ATTESTED COPIES hereof shall be sent to Hullihen w. Moore, 

Esquire, Attorney for Applicant, 909 East Main Street, 12th Floor, 

Richmond, Virginia 232197 Division of Consumer Counsel, Office of 

the Attorney General, 101 North 8th Street, 5th Floor, Richmond, 

Virginia 232197 and to the Commission's Division of Communications, 

Accounting and Finance, and Economic~esearch and Development. 
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BEFORE THE 

VIRGINIA STATE CORPORATION COMMISSION 

In the Matter of 

Petition of AT&T Communications ) 
of Virginia to Set Rates and Charges) 
Pursuant to §56-481.1 of the Code ) 
of Virginia ) 

Case No. PIL C. i~OD "L ~ 

Petition of AT&T Communications of Virginia to Set Rates 
and Char;es Pursuant tg 556-481.1 of the Code of vir;inia 

The petition of the above-named AT&T Communications of 

Virginia, Inc. (AT&T-C), Petitioner, respectfully shows: 

1. In its Final Order of June 29, 1984, in Case No. PUC840017, 

this Commission formally adopted Rules Governing the 

Certification of Inter-LATA, Inter-exchange carriers, 

pursuant to Sections 56-265.4:4, 56-481.11 and 56-482.1 of 

the Code of Virginia, 1950, as amended. In interpreting 

Section 56-481.1, the Commission stated: 

"The General Assembly desired to make the 
transition from regulated, monopoly long 
distance service to competitive service in a 
manner that was entirely fair and 
even-handed, showing favoritism to neither 
existing carriers nor to proposed carriers." 

2. As of January 1, 1984, the Commission granted AT&T-C a 

Certificate of Public Convenience and Necessity to furnish 

interLATA service within the Commonwealth. (See Attachment 

A). Additionally, the ~ommission authorized AT&T-C's 

currently effective tariff rates. (Case No. PUC830043, 

Order of December 22, 1983). 
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3. On July 2, 1984, MCI Telecommunications Corporation of 

Virginia (MCI-V) filed with this Commission its application 

for a Certificate of Convenience and Necessity and petition 

for streamlined regulation. In its application, MCI-V 

stated that it currently provides interstate service to 

60,000 customers in the Commonwealth and that it will expand 

its areas of originating service •as rapidly as feasible" in 

order to provide universal intrastate origination service as 

well in Virginia. SouthernTel of Virginia, Inc. has also 

applied for a Certificate to provide intrastate long 

distance services to "residential, business and governmental 

customers in Virginia.• (Application of SouthernTel of 

Virginia, Inc., May 14, 1984). In addition to these 

carriers who have already filed, other carriers now 

providing interstate services in the Commonwealth can be 

expected to file for authority to provide intrastate long 

distance services. 

4. Considering the service offerings of AT&T-C, MCI-V, and 

other carriers who are expected to file applications to 

provide interexchange telecommunications service in the 

Commonwealth, Virginia consumers will have a full array of 

price/quality options from which to choose. 

-2-
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s. AT&T-C will provide no monopoly services in Virginia. Each 

of its services is subject to competition from the other 

carriers to be certified by this Commission. AT&T-C also 

does not control any bottleneck facilities. AT&T-C will 

provide service to all Virginians on a competitive basis. 

6. AT&T-C does not currently have the facilities necessary to 

provide intraLATA service in Virginia, and the Company will 

comply with the provisions of Section 56-265.4:48 of the 

Virginia Code and the Commission's Rule 2, which prohibit 

interexchange carriers from offering intraLATA services 

until January 1, 1986. 

WHEREFORE, for the reasons stated above, Petitio·ner, AT&T 

Communications of Virginia, respectfully requests that, pursuant 

to Rule 9 of the Rules Governing the Certification of 

Inter-LATA, Inter-exchange Carriers, the Commission exempt it 

from the provisions of Chapter 10 of Title 56 of the Code of 

Virginia and from any other regulation which is inconsistent 

with the competitive provision of telecommunications services 

within the Commonwealth. 



Dated: July s, 1984 

John D. Landers 
Vice President 
AT&T Communications 
of Virginia, Petitioner 

Michael J. Morrissey 
Wilma R. McCarey 
Glenn A. Stover 

Attorneys for Petitioner 
7611 Little River Turnpike 
Annandale, Virginia 22003 

. (703) 642-7180 

-4-
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CGMIIDIIWULTN W VI .. NIA 

8TA,_ cc• ORATION COMMI ... ON 
~ 

CIIIIDIC.BI •o. TT-lG ...... 
AT&T COMMUNICATIONS OF VIRGINIA, INC. 

ATTACBMIBT ! 

II.,.... c u ' 1 _. NNIIIIIIi'ra.p II ......., • t rf .. ....., • Ullilr Ps P'd• ,. • 

~ Ia the State of Virginia in accordance with 
• 

the "Schaaatic Map of Tenitory In Which Intrastate Toll Telephone Service is 
Furnished by The Chesapeake aDd Potomac Telephoaa Company of Virginia, AT&T 
CoiiiiUDicatioDs of Virginia, Inc., and Virginia IDdepadent telephone Companies", 

· attached ancl 

(Note: Thu Certificate No. rr-lG aloq with Certificate No. TT-lF issued 
to Chesapeake aDd Potouc Talephou Company aad Its Associated 
IDdepeadent Telapbone Compallia81 Oil JaDUU"y 1, 1984, caucels aDd 
replaces Certificate Ho. rr-11 issued Oil August 2, 1982.) 

" . 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

APPLICATION OF 

UNITED STATES TRANSMISSION SYSTEMS, INC. 

FOR A CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY TO PROVIDE INTERLATA, 

INTEREXCHANGE TELEPHONE SERVICES WITHIN VIRGINIA 

July 3, 1984 

John O'Boyle 
Vice President 

Jack R. Lebowitz 
Its Attorney 
UNITED STATES TRANSMISSION 

SYSTEMS, INC. 
100 Plaza Drive 
Secaucus, New Jersey 07096-

Steven H. Davis 
LeBOEUF, LAMB, LEIBY & MacRAE 
520 Madison Avenue 
New York, New York 10022 

M. Reamy Ancarrow 
LeBOEUF, LAMB, LEIBY & MacRAE 
1333 New Hampshire Avenue, N.W. 
Washington, D.C. 20036 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

In the Matter of the Application 
of UNITED STATES TRANSMISSION SYSTEMS, INC. Case No. 
for a Certificate of Public 
Convenience and Necessity 

TO THE STATE CORPORATION COMMISSION OF THE COMMONWEALTH 
OF VIRGINIA: 

The Applicant, United States Transmission Systems, Inc. 

(USTS~ files this Application for a Certificate of Public 

Convenience and Necessity to offer interLATA, interexchange 

telephone services within the Commonwealth of Virginia. 

Application is made pursuant to Section 56-265.4:4B of the 

Code of Virginia, 1950, as amended, and in accordance with 

the rules promulgated by the State Corporation Commission to 

govern the certification of interLATA, interexchange carriers 

in Case No. PUC 840017. 

1. The Applicant is United States Transmissions 

Systems, Inc. whose address and principal place of business 

is 100 Plaza Drive, Secaucus, New Jersey 07096. Its telephone 

number is (201) 330-5000. 

2. United States Transmission Systems, Inc. is a 

wholly owned subsidiary of ITT Communications Services, Inc. 

(ITTCSI) •· ITTCSI is wholly owned by ITT Communications and 

Information Services, Inc •. (ITT COINS), which is in turn 
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wholly owned by ITT Corporation, which had outstanding 138,846,671 

shares of common stock as of March 12, 1984. USTS is incorporated 

in the State of Delaware, as are ITTCSI, ITT COINS and ITT 

Corporation. The address and principal place of business of ITT 

Corporation is 320 Park Avenue, New York, New York 10022 and its 

telephone number is (212) 752-6000. 

3. United States Transmission Systems,. Inc. is 

currently organizing and will incorporate in the Commonwealth of 

Virginia a subsidiary that is authorized to do business in the 

Commonwealth as a public service company. When that incorporation 

is completed, that subsidiary will be substituted for United 

States Transmission Systems, Inc. as the Applicant in this Case. 

4. Applicant's legal counsel in connection with this 

application are: 

Steven H. Davis 
LeBoeuf, Lamb, Leiby &.MacRae 
520 Madison Avenue 
New York, New York 10022 
Telephone (212) 715-8000 

and 

M. Reamy Ancarrow 
LeBoeuf, Lamb, Leiby & MacRae 
1333 New Hampshire Avenue, N.W. 
Washington, D.C. 20036 
Telephone (202) 457-7500 

5. Approval of this Application and granting of a 

Certificate of Public Convenience and Necessity to the Applicant 

is justified by the public interest as required by Section 

-2-
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56-265.4:4B of the Code of Virginia because Virginia consumers 

would have a broader range of choices concerning the types 

and prices of telecommunications services available to them. 

The provision of services by competitive fir.ms such as the 

Applicant improves the variety of services available_to the 

public, reduces the prices of services to the public, and 

provides incentive for technological advances in the 

telecommunications field. The Applicant is especially suited 

to compete effectively in the Virginia intrastate market. 

USTS is already present in Virginia, offering interstate 

service to Virginia subscribers. Those subscribers, who have 

chosen USTS as their interstate telephone carrier, are likely, 

if given the opportunity, to choose the Applicant as their 

intrastate carrier as well. USTS also already operates the 

facilities which will be used to provide intrastate service. 

Therefore, the Applicant can begin intrastate operations 

immediately upon the granting of a Certificate. 

6. Far from resulting in a wasteful or uneconomic 

duplication of facilities, granting Applicant a Certificate 

of Public Convenience and Necessity will enable USTS to make 

the most efficient use of its telecommunications network 

because the same facilities which comprise USTS's interstate 

network will be used by the Applicant t9 provide Virginia 

intrastate services. That efficiency will allow USTS to keep 

both its intrastate and.·interstate rates lower, thereby 

-3-
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benefitting Virginia consumers placing calls to points both 

within and without the state. 

7. Applicant attests that it will abide by the 

provisions of S56-265.4:4B of the Code of Virginia and not 

offer services within local access and transport areas until 

January 1, 1986. However, the limitations of the inter­

connections currently provided to the USTS network to gain 

access to the local exchange networks render it technically 

unable to block all intraLATA calling without blocking 

interstate calls. Until equal access interconnections are 

provided and the Applicant can block all intraLATA calls, 

the Applicant will endeavor to inhibit intraLATA calling on 

its network by informing its customers that the Applicant 

is not authorized or permitted to complete intraLATA calls 

and that such calls should be placed through the network of 

the local telephone company. Furthermore, USTS's current 

system effectively blocks intra-area code calls which are 

dialed in the normal manner of 1 plus the number. ·The USTS 

network will accept only calls dialed with a ten-digit code 

of the area code plus the number. Therefore, unless a 

customer deviates from usual dialing practice and dials the 

area code with the number called, the USTS network will not 

accept and complete an intra-area code call. 

8. Applicant acknowledges that despite the unusual 

-4-
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dialing necessary to complete intra-area code calls on the 

USTS network and Applicant's efforts to educate its 

customers to place intraLATA calls through the local telephone 

company, some incidental intraLATA traffic will be carried 

on USTS's network. The Applicant will compensate the local 

exchange companies for any revenue lost to them as a result 

of those incidental, intraLATA calls being placed over USTS's 

network. Applicant proposes to negotiate with the local 

exchange companies to formulate a compensation plan, including 

the technical terms and criteria for measuring incidental 

intraLATA traffic and calculating the compensation due, that 

is mutually agreeable to USTS and the local exchange companies 

and acceptable to the Commission. Applicant will take 

appropriate steps to retain records pertinent to the 

measurement of inci~ental, intraLATA traffic and to the 

calculation of compensation so the ·agreed-upon compensation 

plan can be made effective retroactively to the date of 

Applicant's initial certification. Since the interests of 

the local exchange companies will be protected by the 

compensation plan finally agreed upon and implemented 

retroactively, Applicant respectfully requests that it be 

granted certification to provide interLATA interexchange 

telephone services even if the details of the compensation plan 

have not been finalized when the Commission considers 

-s-
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certification. 

9. In support of this Application and incorporated 

herein, the Applicant submits the exhibits listed below: 

Exhibit A -- Certified Copy of the Articles 
of Incorporation of United 
States Transmission Systems, Inc. 
and List of Directors and Officers 
of United States Transmission 
Systems, Inc. 

Exhibit B -- Demonstration of Financial Ability 

Exhibit C 

Exhibit D 

(1) 1983 Income Statement and 
Balance Sheet of USTS. 

(2) 1983 Annual Report of ITT 
Corporation. 

(3) ITT Corporation SEC Form 10-K 
for the Fiscal Year Ended 
December.31, 1983. 

(4) ITT Corporation Notice of 
Annual Meeting May 8, 1984 and 
Proxy Statement. 

(5) Major Stockholders of ITT 
Corpo.ration. 

Demonstration of Managerial Experience 

Map.of USTS's Nationwide Communications 
Network, Virginia Access Cities 
and Demonstration of Technical Ability 

Exhibit E -- Applicant's Proposed Initial Tariffs 
USTS Tariffs FCC No. 1 and FCC No. 2 

10. WHEREFORE, Applicant United States Transmission 

Systems, Inc. prays: 

(1) that the State Corporation Commission of the 

Commonwealth of Virginia find that the granting of a 

·-6-
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certificate to the Applicant is justified by the 

public interest; and 

(2) that pursuant to that finding, the State 

Corporation Commission of the Commonwealth of 

Virginia issue a Certificate of Public Convenience 

and Necessity to enable the Applicant to offer and 

promote interLATA, interexchange telephone services 

within the Commonwealth of Virginia; and 

-7-
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(3) that USTS be granted temporary authority to 

operate within the Commonwealth of Virginia during the 

pendency of this Application. 

Dated: July 3, 1984 

Respectfully submitted, 

URI~BD-STATBS ~SMISSION SYSTEMS, INC. 
/ i 

~ ' / 
. '· r· ;· ,_ ' . • • :, -.. J : \... 
\.••,' .., •"'~ 

Jobn· 0 • Boyle .· 
Vice Pres~ nt J 

/ . ,..... 

a. bowitz 
Its Attorney 
OHITBD STATES TRANSMISSION SYSTEMS, INC. 
100 Plaza Drive 
Secaucus, New Jersey 07096 

f). . . I 
/~J1tN•L Jj tb-Lt(-0 

Steven B. Davis 
LeBOEOP, LAMB, LEIBY & MacRAE 
520 Madison Avenue 
New York, New York 10022 

M. Reamy Ancarrow ' 
LeBOEUF, LAMB, LEIBY & MacRAE 
1333 New Hampshire Avenue, N.W. 
Washinqton, o.c. 20036 

-s-
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azrou TBB 
COKMO~" or VIRGIHIA 

JutJ1tTI: ®.R)blitfiObJ COMMISSIOH 

In re Petition of ) 
) 
) 
) 
) 
) 

!nX IYSTBMS, IRC. 

•or a C•rtificate of fubllc 
Convenience and Nece11ity 

P2TITION POR A CBRTIPICATB 
OF PUBLIC COSVENIINCI AND NBCBSSITr 

TDX Systems, Inc. ("TDXft) h•rewith aubmlt• it• petition 

for a certificate of public convenie~ce aa4 aeceaaity to 

operate as a reseller of telephoDe aerv1ees in tbe Common­

wealth of Virqiuia. In aupport thereof, TDX •ubmita the 

follow1Dg information. 

1. C~lianc• With l56-265 •• a4B 
o ~. Code Of Virginia. 

TD~ atteat1 that it will abi4e bf the provi•ion• 

of 156-265.4:41 of ~b• Co!e. TDX will Dot offer intra-LATA 

calling at this time and iac14ental intra-LA~A calla will 

be blocke~. Appen4ix A contain• the affidavit of TDX'e 

Jresident c. Alan Peyaer attesting to the foregoing and 

Appen~i~ B ••t• forth TDX'• plana for blocking incidental 

calling. 

2. Infomtio:2 Ide%ltif>'ing 
The Applicant •. 

The applicant is TDX Syateme, Inc. with i~• principal 

bu•ia••• a44r•••.beiag 1920 Aline Avenue, Vienna, Virginia 

22180. TDX Syatema, lnc. i1 a wholly owne4 •ub•idiary of 
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Cable an4 Wirel•••, Nort.h Aznerlca ( ''CWNA"). ~A ia located 

at 1601 11~ Street, S~ite 4700~, Dallas, ~exas 75201. O~A'I 

phone n~ber ia (214) 741-2315. 

The director• of the applicant are •• follows: 

lric Sharp, Chai~an 
Bill Brice, Chairman Bmerlt~• 
'hillip J. Warwick, Dep~ty Chairman 
2rneat F. Potter 
Joseph B. Cro~ch 
Chri1topher w. Cox 
J)o\1glas c. luck 
'l'homaa J. Brady 
John M. Zrno 

The officer• of the applicant are ae.followa~ 

!ric Sharp, C~airman of the Board 
· c. Ala~ '•Y••r, »rea14ent 
B. A. Vanderblo•men, Senior Vice freaident, 

Syatu.a Serv1c:• 
,iehar4 J~ Gibbs, Vice lresident, Operations 
Charles D. Miller, Vice lreaident, Reaearch & 

Development 
Marvin c. M~aes, Vice »reaident, Pinance/A~iniatration 

& 'l'reaaurer 
Jues D. B\lrdge, Vice l'~••ic!ent; Data ' \'oice 

M.ana;e:!\ent 
Scott G. Yancey, CoDtroll•r • Aaai•tant S•cretsr~ 
Velr.a B. Whitely, Aaaistant Corporate 

Secretary & As1i1tant Trea•~rer 
C~llo: Jon••, Corporate Secretary 
'41lli~~ B. O~erlin, Vice President, Sal~• & Marketin9 
~-~~•th Cas~er, Viee treai~ent, B~ildi~; 

Co~•tr~ction S•rvice 

The applicant's legal co~sel is as fcllo~s; 

Jo••~~ M. littn•r 
Mcl•~~a, Wilkln1on ' Kittner 
1150 Seventea~th &tre•t, h~~ 
Walhiniton, ~c 20036 
C2C2) 861-2600 
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3. Autboritv To Do Bulin••• 
~~ !he Commonwealth. 

Tha.applicant'a authority to do business in the Common­

wealth is eatabliabe4 by doc~entation aet forth •• Appendix 

c. 
6. Pinaneial Ability To 

ReDder service. 

The applicant'• financial ability to provide aerviee 

is damonatrated in Appendix D which includes TDX Syete~a, 

lac.'• moat recent financial •tatement. 

5. Managerial Ability To 
Bander Service. 

~X Systems, Inc. pre•antly ••rv•• •• a ~anager for 

•hared uaer group• locate4 throughout the co~ntry with respect 

~o their 1~teratate aervice requirement•, an4, where pe~.itted 

un~er applicable 1tate polieiea, their intraatate telecommuni­

cation• ••rvice requirements as well. TDX preaeDtly performs 

maaaq~ant functions for share~ user ~roupa loeatea in Cali• 

fornia, Georgia, Maryland, Maaaach~••tts, New Jeraey, ~•w 

York, Penn•ylvnaia, T•xaa, Virqinia and the Dietrlct of 

Columbia. In light of TDX'a expertiee gained thrcu;~ auch 

manag~ent activitiea, it clearly has ~be requisite ~anagerial 

exp•rience now to pro~ide inter-exchange teleco~unications 

1ervices on a common carrier baaia. 

A nu=ber of event• have cau•ed TDX to r•a••••• ita 

curr~t •tatua a1 a ncn-c~an carri•r network canager of 

interatat• services an~.alao to seek certification to offer 

i~traatate c~on carrier ••rvices. ~irst, ~he co~~lcations 
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induetry baa been ehan9ed dramatically by the AT'T divesti­

ture. &•can4, ~ajor chan;• ha1 al•o ree~lt•d from recent 

deci•ions of the Federal Co~.unicatione Co~iatioft eoncerninq 

•ace••• charge•" a&sessed by •xchange carrier• for originating 

an4 te~inating iateretate telephone call• (CC Docket Bo. 

78-72). Third, TDX deairea to ••pan4 the acope of ita current 

b~•ine•• activities and believea that a chan;e to a resale 
. . 

carrier •~atua will permit such azpabaion. 

In order to facilitate an orderly tranaition and 

to prev•nt i~convenience or di•r~ption• to ita abare4 uaer 

fro~p ~a~ers, TOX 11 •••~ing F~C and etate xegulatory appro­

vale •• where necessary -- that are t~ed to peroit its 

initiation of inter1tate and intrastate reaale ae~ricaa 

on Septembar 1, 1984. Accordingly, TDX respectfully requests 

that approval of ita certification provid• for an effective 

date con•iatent with ~hat t~etable if at all poaaible. 

Appendix E aeta forth a lilt of geo;raphic areaa 

in which TDX presently aar\'ea aa a network ~&nager for eharea 

u1era groups. 

6. 

Appendix P provides a description a~~ rap cf the 

faciliti•• owned or lea•ed b~ ~X within the Coc:.onwealth 

of Vir;inia. TDX ow~a and·operat•• a central procea•ing 
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unit located in Vienna, Virginia. TDX will maintain pointe 

of preaence at ita awitching aite in Richmond, Virginia 

anc! a similar switching •ite to be conetructec! in l~orfolk, 

Vir;inia durin9 Aug~•t of 1984. 

7. Initia.l 'l'ariff &ettinq Porth 
Rule1, Requlatlons, Te~• An~ Conditions • 

• 
The initial Tariff setting forth the rules, regula­

tiona, terms and condition• of TDX'e inter-~TA interexchange 

telecocr.unieation• aervice is attached in Appen4ix G. 

8. Petition To &ave TOX 1 1 'ates Based 
Upon Cor.pet1 t..t ~.'e Pa.ctor.a • 

'I'DX respe~tfully p•titi0:'\1 the Co~lssio:1 to ha\·e 

ita rate• base~ upo~ co~petitive factor• pur1uant to the 

p:ovi1ion of IS6.4Sl.l of the Co~e of Virginia. ~X 11 

•••kinq authority to p~ovide telecommunication• aerviees . 
as a reaeller of telephone 1ervicea provided by telephone 

c~~anies. Consequently, TDX ratea, charges a"d re;ulatio~• 

n•=•••arilr ~~•t b• co~petitive ~ith thoae of the telephone 

coc~anies whoee service• are bein; resold. M~reover, bas•~ 

u~:>~ ·~•rie~=•• ir. other statee "'~o ha't'5 r•:ently pe~1tted 

c==petitio~ in intrastat• ••r~ic••• TDX anticipate• that 

a large n~•r of r•aale co%:on carr1•r• will also aeek 

certification and that ~he ~arkee will be highly comp•titive 

throu;b all geo;raphie are~aoof Virginia. Accordinqly, 

~ox respectfully •~b~itl that the pwbl1c intereat ~ould 
0 0 

be ae:ved by ;ranting thia petition to have it1 rate• baaed 

upo~ ca=petitive factora • 
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'· 
TD~ Systems, Inc. will comply witb all Rule provi1ion• 

eet forth iD th• Commiaaion'• Pinal Order, caae No. IOC 

860017, ~•l•a•e4 June 2,, lt8t. 

• • • • 
In view of ~h• faregolug, !DX Sy•tems, Inc., ~••p•ct­

fully •Ubmit• that tbe publio convenience an4 nec•••ity 

would be served by grant of it• petitioD for oertification 

to operate as a reseller of ~elephone ••rvicea within the 

commonwealth of Virqinia. 

aeap•ctfully •ubmitte4, 

'lOX BYS'l'BMS, INC. 

By•c~ Alan M;;e:$ 
Pre•i4atat 
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APPENDIX A 

VEP I FIC!-. 7: C·'; 

. 
I, c. Alan Peyser, President. TDX Systems, Inc., 

hereby declare that I bave rea4 the foregoing Petition For . . . 
A Certlficata of Public Convenience ~d Heeea11~y aDd that 

the fact• •tate4 therein are true and correct to tbe be•t 

of -r knowledge, information an4 belief. t al•o hereby 

lpeclfically atteat that 'l'DX Syatems, lac. w_111 abi4e by 

tbe provi•iona ot S56-265.ta41 of the ~o4e of Virginia. 

l declare un4er penalty of perjury that ~h• foreoging 

i1 true an4 correct. 

Bzecute4 July ~' 1984. 

c. nxlu Pe 8er 

S'A'orn and •~bscr1~ to before me thil e • ..~ J, c!ay 
or J\.lly, 1984. 

Not.ary Piiblic 

My Commission B.l:pirea: L L c..,.._:_ t k- I 'i ~ 7 
, / 
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Appendix B 

INTRA LATA CALL BLOCKING 

'• 

TDX Syste~ will offer two basic· services: a) the 

traditional "second dialtone" service offered over Feature 

Group B facilities; and b) equal access service offered over 

Feature Group D facilities. Examining each relacive to call 

blockage of those calls originating and terminating within 

the same LATA presents a call routing problem to which a 

simple solution applies. 

For the "second dialtone" service, a subscriber would 

dial 950-XXXX and the telephone operating company would route 

that call to the TDX switch. Our switch would deliver to the 

subscriber a second dialtone signalling it was ready for the 

long distance number (LDN), and the personal identification 

number (PIN). The TDX switch would be programmed to examine 

the first six (6) digits.of the LDN, .thereby determining the 

calls destination. The first three (3) digits or NPA could 

indicate both inter and intra LATA calls; therefore, the 

next three (3) digits or NXX would have to be examined. A 

table of all NXX's that resided within the originator's LATA 

would be set up and maintained to ensure that such calls 

were screened and blocked. If the NPA and NXX were found 

within the table of intra LATA NXX's, then the call would be 

routed to a recording requesting the subscriber to dial that 

call through the telephone operating company. TDX would 

not process that call. 
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For the equal access service, the subscriber would 

dial 1 + or lOXXX to reach the long distance carrier of • 
his choice, followed by the LON. In these instances, the 

telephone operating company would examine the first six 

(6) digits to determine intra LATA orientation. Such calls 

would be blocked by the operating company. 

If, by chance, the telephone operating company does not 

perform this initial screening process as their technical 

manuals state, then TDX's switch would perform a "look-up 

table" function as described above to ensure the call is 

blocked. These "look-up tables" should mete out an almost 

100% accuracy of call blockage of intra LATA calls. 
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APPENDIX C 

STATE CORPORATION COMMISSION 

~~~ September 12, 1979 

~ ,iJ &, ~u£;;. ~~~ TDX Syauma, Inc. 

( a ee>rur~n ~a~ under. ~,1: ~Wd r Diatrict of Colw:bia 

~ve~ «>7'-d'ed ~d J~~ ureunu~ r ~~D. ~ 
~u7 au~£,tjrd &, ~~ efu.:u~ ,n d ~ r 
~;:;ua in ~ /- a.1 ,den Ct:J.~d Wf~,t'and :IUr~ ~ 
d~,Yd~~. 



TDX SYSTEMS, INC. 

UNAUDITED STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1984 

(Dollars in Thousands) 

GROSS REVENUES: 

COSTS AND EXPENSES: 
Costs incurred for shared 9roup use~a 
Revenue equipment depreciation 
General and administrative 

Total 

INCOME FROM OPERATIONS 

OTHER INCOME (EXPENSE): 
Interest: 

Cable ' Wireless North ~~erica, Inc. (CWNA) 
Other - Net 

Miscellaneous 
Total 

INCOME BEFORE PROVISION IN LIEU OF STATE AND 
FEDERAL INCOME TAXES AND EXTRAORDINARY CREDIT 

PROVISION IN LIEU OF STATE AND FEDERAL INCOM·E 
TAXES 

INCOME BEFORE THE EXTRAORDINARY CREDIT 

· EXTRAORDINARY CREDIT - UTILIZATION OF OPERATING 
LOSS CARRYFORWARD$ 

NET INCOME 
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$75,816 

46,997 
2,553 

18,893 
68,443 
~----
7,373 

(3,173) 
345 

52 
(2,776) 

4,597 

1,551 

3,046 

1,342 

$4,388 
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TDX SYSTEMS, INC. 

UNAUDITED BALANCE SHEETS, MARCH 31, 1984 AND 1983 
(Dollars in Thousands) 

ASSETS: 

CURRENT ASSETS: 
Cash and equivalents 
Accounts receivable, net of allowance 

for doubtful accounts 
Inventorf es 
Prepaid expenses and other 

Total current assets 

PROPERTY AND EQUIPMENT, at net book value 
Revenue equipment 
Other equipment and improvements 

Property and equipment, net 

OTHER ASSETS 

Total Assets 

LIABILITIES AHD SHAREHOLDERS' EQUin: 

CURRENT LIABILITIES: 
Accounts payable 
Accrued expenses and other current 

liabilities 
Total Current Lfabflftfes 

SHAREHOLDERs• INVESTMENT AND EQUITY: 

Total Lfabilfties, Shareholders' 
Investment and Equity 

1.46 

March 31st 

198' 1983 - -
s 125 s 275 

11,348 7,430 
421 537 

21838 11300 
14,732 9,542 

--~--- ------
13,006 6,676 

21290 11162 
15.296 7,838 

---0-- ------
11839 11384 

$~1.867 SJ817§4 

s 466 s 246 

71629 •• 665 

8,095 4,911 
-----~ ------
23,772 13,853 

$31 .§67 SJ §1764 



ANAHEIM 

300 5. Harbor Boulevard 
Room LL-5 
Anaheim, California 92805 

ATLA.~TA 

56 Marietta Street 
Room 301 
Atlanta, Georgia 30303 

AUSTIS 

11~~ Colorado Street 
Room 103 
Austin, Texas 78701 

BALTIMORE 

SOl St. Paul Place 
Room 201 
Baltimore, Maryland 21202 

BOSTOS 

222 - 3rd Street 
Cambridge, Massachusetts 02142 

DISTRICT OF COLUMBIA 

1405 "G" Street, N.W. 
Room 703 
~ashington, D.C. 20005 

LOS A.'\GELES 

1150 S. Olive Street 
Room T-S-23; SubBasement 
Los Angeles, California 90015 

LYSDHURST 

1~90 Wall Street West 
Lyndhurst, New York 07071 
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NEW YORK BROADWAY 

305 Broadway 
Room 110 
New York, New York 10007 

NEW YORX PARK 

225 Park Avenue 
Room 301 
New York, Sew York 10169 

NORFOLK 

Wainwright Building, 2nd Floor 
229 West Bute Street 
Suite 240 
Sorfolk. Virginia 23510 

PHILADELPHIA 

1103 Locust Street 
Room 305 
Philadelphia, Pennsylvania 19107 

PITTSBURGi 

Three Gateway Center 
West Wing; Room 500 
Pittsburgh, Pennsylvania 152~2 

RIOiM:>SD 

629 E. ~~in Street 
Suite 204 
Richmond, \"irginia ~3~19 

WORLD T~~DE CENTER 

T~o ~orld Trade Center 
81 Level, Suite 72 
Se~ York, Sew York 10048 
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Appendix F 

DESCRIPTION OF FACILITIES 

TDX Systems, Inc. will have telecommunications facilities 

at three (3) physical locations within the State of Virginia 

by t~e end of August 1984. First, there is presently a switch­

ing site located at 629 E. Main Street, Richmond. Second, a 

similar switching site will be constructed during August of 

1984 at 229 Bute Street, Norfolk. Third, a main computer site 

is located at the company's nationwide headquarters, 1920 

Aline Avenue, Vienna. 

At the switching sites at Richmond and Norfolk, TDX will 

employ a variety of telecommunications transmission facilities 

including local telephone company circuits, Wide Area Telephone 

Service (WATS), Foreign Exchange service (FX's), and data 

circuits which link the TDX switch to the host computer in 

Vienna. 

At the ~eadquarters location, TD~ employs data circuits 

which interconnect to the nationwide switching network. 

Telephone service to these locations has been installed 

under the appropriate tariffs of existing common carriers 

such as C&P of Virginia and are subject to the limitations 

imposed by those tariffs • 
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TDX SYSTEMS, INC. 

TARIFF SliEOOLES 

APPLICABLE TO 

APPENDIX G 

VIRGINIA P.S.C. TARIFF NO 1 
ORIGINAL TITLE PAGE 

I~'TRASTATE TELECDM.JNICA.TI0.'-6 SERVICE 

- OF 

TDX SY5m5, INC • 

tSSilP·
1

: \r~ ~ \T~ 3il,l..y ~,111'1/ 

Issued by: ~1arvin C. !1oses 
Vice Presi~ent, Finance and Administration 

TDX SYS"re lc;, ISC. 
lY:O Aline Avenue 
Vienna, VA 22180 
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Effective: SepteMber 1, 198~ 
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TDX SYSTfMS, INC. 

OIECK 9iEET 

VIRGINIA P.S. C. TARIFF NO. 1 
Original Page No. 1 

n1e Title Page anrl Pages 1 to 9 are effective as of the dates· shown on each 
page. 

Page 

Title 

1 

., -
3 

4 

5 

7 

8 

-------

Is SH~d bv: ~ta rvi n C. ~toses 

Revision ~o. 

Original 

Original 

Origina 1 

Original 

Original 

Original 

Origina 1 

Original 

Original 

Original 

Effect·i\'e: Septer.tber 1, l·~S-l 

· Vice Pr~si~ent, finance and Adcinistration 

TDX SYSTE'1S, I~C. 
1920 Aline Avenue 
VieMa, VA 2 Zl80 . 
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TDX SYSTEttS, INC.. 

A. Application of iariff 

Y I RG IN I A P. S • C. TARIFF NO • 1 
Original Page No. 2 

1. This tariff applies to Intrastate/Interstate Teleconr.u;nfcation Services 
furnished by TDX Systems, Inc. (hereinafter .. rox•) to customers 1 n the 
Rfch~ond and Norfolk Latas. Such services shall be referred to as 
Econo-Call Teleccnnunfcations Services or Econo-Call. 

2. Econ~Call :elecomunicatfon Services are fu•·nfshed within Virginia in 
conjunction with TOX's Interstate Telec~unfcatfon Services originating 
and ter~fnating in Virginia. 

!ssued: ·~ C ~~J"'~"-'1 "·'',..y 
Issued by: r1arvi n C. noses 

Vice Presic!ent, Finance and Ad1'1inistration 

TDX SYSiEns, INC. 
19~0 Aline Avenue 
Vienna, VA 22130 
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TDX SYsnMS, IN~ 

I 

B. Econo-Call Coverage 

1. General 

VIRGINIA P.S.C. TARIFF NO. 1 
Original Page No. 3 

Ec\lno-Call covera~e is di\ided into two categories for pricing purposes: 

2. 

3. 

On-Net and Off-Net. 

On-Net Covera~e 

Alexandria 
Arlington 
Charlnttesville 
Falls 0\urch 
Fred~ricksbuqz 
Hampton 
LePshur~ 
Lynch bur~ 
:1anassas 

Off-NPt Go~Prag~ 

McLean 
:ewport News 
Norfolk 
Petersburg 
Portsm\luth 
Richr.tond 
Roanoke 
Vi eM a 
Virginia Beach 

All lnterLATA locations within Virginia not listed for On-Net CoveragE'. 

Effective: September 1, 1·:)8..\ 

Issued bv: ~!arvin C. '1oses 
· Vier PrE'sident, Finance and Administration 

TDX SYSTE)IS, ISC. 
1~20 Aline Avenue 
Vienna, VA ZZ180 
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TO X SYSTE11S • INC .• 

C. Econo-Call Rates and Charges 

VIRGINIA P.S .C. TARIFF NO. 1 
Original Page No. 4 

1. Initiation/Set-Up Fee - non-refundable $30 one-time charge. 

2. Authorization Code Fee - $10 monthly fee per account per authorization 
code. tusto~ers using TDX's dedicated access facilities are assigned 
two access codes for a SlO monthly fee. 

3. -uthorization Code Changes - $25 one-tfr.~e charge per change. This charge 
will not be assessed 1 n situations where: 

a. TOX requests a change for security reasons if TOX discovers an abuse 
in the monthly billing. 

b. The user requests a change for security reasons and the user does not 
know the origin of the abuse. : 

4. f.tininun Usage Charge - $50 monthly 

--------. --
Issued: \n., .. 
Is sued by: :1a rvi n C. noses 

Vice Presi dP.nt, Finance and Adr.tinistration 

TOX SYSTE'lS , It~C. 
1920 A 1 i ne Avenue 
Vienna, ~A 22180 
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TDX SYSTEMS, INc. 

5. Usage Charges 

VIRGINIA P.S.C. TARIFF NO. 1 
Original Page No. S 

Econo-Call prices are determined according to the following elements: 

a. Flat Oulrge Per Minute 

b. Origin and Termination of Call 

(1) From Customer Location 

(a) On-Net Cities 

(b) Off-Net Locations 

(Z) Travel Feature From Other Locations throughout Virginia 

c. Evening and Night/Weekend Discounts: 

Discount Discount Period Discount Off Day Time Rates 

'Evening ~~fti~d~n 4~ 
6:00pm to 11:00 pm 

Nigh t/Week.end Sun- Fr i 11 : 00 pili to 8: 00 am S S \ 
8:00 am Sat thru 6:00 pm Sun 

Issued: ~ C \\\.......... ~ .:Tt~,_., "' 1t1-l/ 

Is sued by: '1arvin t:. ~toses 
Vice President, Finance and Administration 

TDX SYS1"E1S, INC. 
1920 Aline Avenue 
Vienna, VA 22180 
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TDX SYSTEHS, INC. VIRGINIA P. S.C. TARIFF NO. 1 
Original Page No. 6 

6. 

7. 

usage Rates 

a) On-Net Calls 

0 Area Code , OJ 
0 Area Code 804 1 

b) Off-Net Calls 

0 Area Code 703 
1 0 Area Code 804 

Travel Feature 

Per n1 nute Rate 

.3275 

.2525 

.3602 

.2777 

a. Allows custo~er to call anywhere fro~ anywhere in Virginia. A flat 
daytime per minute rate applies plus an $.84 charge for each call. 
Standard Econo-Ca11 tine of day discounts apply. Daytime travel 
feature usage contributes to volume discount. 

b. Rates: 
Per rtinute ' 

Non- Loc a 1 Calling Area $.47 plus $.34 per call 

1 Fron Richnonrl, ·,'A.: a04 Coverage in LATAS 252, 250, 928 ONLY 
Fror.1 tlorfolk, V.I.: 804 ';overage in LATAS 248,250,928 ONLY 

:ssued: \fto,. .. _ C. ~~.:rtJ'-., c.,~~t;f/ 
Issued by: rtarvi n C. noses 

Vice President, Finance and Adr.linfstratfon 

TDX SYSTE!,S, INC. 
1920 Aline Avenue 
Vienna, VA 22130 
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TDX SYSTEMS, INC. VIRGINIA P.S .c. TARIFF NO. 1 
Original Page No. 7 

8. Volume Discount Service - An incremental volume discount 1 s automatically 
applled to 3ll dayt1me usage in excess of $499 per month: 

Daytime MOnthly USag~ 

$0 - $499.99 
$500 - $999.99 
$1000 - $2999.99 
OVer $3000 

Discount 

Regular Econo-Call Usage Rate 
S percent 
10 percent 
20 percent 

!ssue>d: ~C.. \rl.e. ..{ 3 ,,., "' , • ., Effective: Septe~ber 1, 198~ 

Issued by: ~·larvin C. Moses 
Vice President, Finance and Administration 

TDX SYS'reiS, INC. 
1920 Aline Avenue 
Vienna, VA 22180 
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TD X SYSTe-6 , INC. 

D. Optional Services 

1. Billing Variations 

VIRGINIA P.S .c. TARIFF NO. 1 
Original Page No. 8 

a. 'tWo Copy Call Detail - two copies of the call detail and sumary report 
vi 11 be provided at a charge of $10 per month per account. 

b. Magnetic Tape • the customer wi 11 be provided with a magnetic tape 
carrying the information contained in the call detail section of the 
nonthly bill at a charge of $100 per conth, plus a $100 one-time set-up 
fee. The tape wi 11 be mailed to the custaner with the regular copy of 
the monthly bill. 

2. Special Orders 

a. ~ltiple Authorizati~n Codes for a single account will be provided £or 
a charge of $10 per month per each additional authorization code. 

b. Account Codes for allocating usage costs will be provided for a 
monthly fee of $10 plus $.50 per account code per month. 

c. ~!ul tiple accounts for a single company will be established at a charge 
of $10 per nonth for each additional account. The cor.rpany wi 11 be 
subj~ct to a $50 minim~ usa~e charge for each such account. 

Is suec' by: ~!arvin r:. !1oses 
Vice President, Finance and Ad~inistration 

TDX SYSTE·1S, ISC. 
19~0 Aline Avenue 
Vienna, VA 22180 
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TDX SYS'I'9tS , INC. 

D. Optional Services (Gont'd) 

VIRGINIA P.S.C. TARIFF t«>. 1 
Original Page No. 9 

l. TDX Dedicated Services (''TDX Direct") • A customer using dedicated access 
faci 1 i ties •us t either guarantee a mini•um average .onthl y usage of $600 
p~r dedicated port or pay a $50 per month charge for such access. 1be 
customer must select one but ·not both of these options. for customers 
guaranteeing a minimum usage of $600 per •onth, volume discounts will 
apply only after their usage of dedicated and dial-up facilities has 
exceeded $600. 

Issued by: Marvin C. Moses 
Vice President, Finance and Administration 

TDX. SYS"reiS, INC. 
1~20 Aline ~venue 
Vienna, VA 2 2180 
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!JOCUMEN' \iU"'nva. --· 

COMMONWEALTH OF Vli.GINIA 

STATE CORPORATION COMMISSION 
8407101 67 

AT RICHMOND, JULY 9, 1984 

fin 'IQ ~ ~-- 1\1 rp~ 
UUI. Q -:;, P.l • , 

PETITION OP 

AT&T COMMUNICATIONS CASE NO. POC840023 
OP VI~GIHIA 

Por authority to set rates 
and charges pursuant to 
ss&-481.1 of tbe Code of 
·Virginia 

OIDBR PIBSCRIBIHG RO'riCB 
ARD SE'l'TIRG BEARING 

.. 

On July s, 1984, AT&T Communications of Virginia . 
(•Applicant• or •company•) filed ita petition for authority 

to set rates and charges pursuant to·ss&-481.1 of the Code 

of Virginia. 

ROW, ~ ·co~SSIOR is of ·the opinion that the Company's 

petition should be docketed, tbat public notice of the 

petition should be given, and that a public bearing to 

consider the petition should be beldJ Accordingly, 

I'.r IS ORDEBED: 

(1) That this case be docketed and assigned Case 

Ro. PUC840023. 

(2) That a public hearing concerning the Campany•s 

petition be held, commencing on July 27~ 1984 at 2:00 p.m. 

in the Commission's 13th Ploor Courtroom, Jefferson Building, 

Bank and Governor Streets, Richmond, Virginiar 

(3) That on or before July 20, 1984 any person who 

expects to present evia~nce, cross-examine witnesses, ana 

otherwise participate in the bearing as a Protestant, as 
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• 

provided by Rule 4:6 of the Commission's Rules of Practice 

and Procedure, file with the Commission an original and 

fifteen (15) copies of a Protest as required by Rule 5:16(b), 

and serve a copy thereof on counsel to the Company, Michael J. 

Morrissey, Esquire, AT&T Communications, 7611 Little River 

Turnpike, Suite 201, Annandale, Virginia 22003; 

(4) That the Company make avai~able a copy. of its 

petition together with the exhibits to each Protestant 

requesting samer 

(5) Tbat the Company forthwith give notice to the 

public of its petition ana the scheduled bearing by publishing 

as display advertising (not classified advertisin~) for 

one week, the following notice in newspapers having general 

circulation throughout the Commonwealth of Virginia: 

RO'l'ICB TO THE PUBLIC OF 
P~lTIOR BY AT&T COMMUNICATIONS 

OJI VIRGINIA I'OB. AtrrBORITY TO 
SE'r I'fS LONG DISTANCE RATES BY 

COMPBTITIVB I'AC'.rORS IN VIRGINIA 

On July s, 1984, AT&T Communications 
of V.irginla filed a petition with the 
Virginia State Corporation· Commission 
for authority to set its long distance 
rates solely ~pon competitive factors. 

The Virginia State Corporation 
Commission bas scheduled a public bearing 
on AT&T'& petition in its 13th Floor 
Court~oom, Jefferson Building, Bank and 
Governor Streets, Richmond, Virginia, 
commencing at 2:00p.m. July 27, 1984. 
Copies of the petition are available 
for public inspection at AT&T's offices 
during normal business hours at Old City 
Ball, 1001 Bast Broad Street, Suite 120, 
Richmond, Virginia, at 7611 Little River 
~urnpike, Suite 201, Annandale, Virginia, 
at 136 W~st Bate Street, Norfolk, Virginia 
and in tbe Commission's Document Control 
Center located in Floor B-1 of the 
Jefferson Building, Richmond, Virginia, 
open Monday tbrougb Priday, 8:00 a.m. 
to 5:00 p.m • 
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· On or before July 20, 1984 any 
person who expects to submit e~idence 
and to cross-examine witnesses must 
file with the Commission an original 
and fifteen (15) copies of a Protest 
confor.ming to Rule 5:16(b) of the Com­
mission's Rules of Practice and Procedure. 
A copy of this notice must be mailed 
to counsel for AT&T Communications 
of Vir~inia, Michael Morrissey, Esquire, 
7611 L1ttle River Turnpike, Suite 201, 
Annandale, Virginia 22003. 

Any interested person not otherwise 
participating as a Protestant who desires 
~o make a statement at the public hearing 
1n his own behalf on the petition, need 
only be present in the Cammission•s 
Courtroom 15 minutes prior to the com­
mencement of ·the bearing and inform the 
Commission's Bailiff ·that he wishes to 
testify. All persons desiring to testify 
will be beard as expeditiously as pos­
sible beginning at 2:00 p.m. or shor~ly 
thereafter. In lieu of attending the 
public hearing, public witnesses may 
choose to send their comments to tbe 
Commission in written form. Such com­
ments must be received not later that 
July 201 1984 • 

All written communications to the 
Camadssion regarding AT&T'a petition 
should refer to Case No. PUC840023 
and should be addressed to William c. 
Young, Clerk, Document Control Center 
P.O. Box 2118, Richmond, Virginia 23216. 

AT&T COMMDNICATIONS 
OP VIRGINIA 

(6) That the Campany f~rthwith give notice of its petition 

to each interezchange carrier, to each local exchange carrier, 

and to the Division of Consumer Counsel, Office of the Attorney 

General, by personal delivery, or by certified mail, return 

receipt requested to the customary place of business or resiaence 

of tbe person .servedJ 

(7) That on or before tbe July 27, 1984 hearing, applicant 

file proof of notice as described above. 

165 



ATTEST.ED COPIES hereof shall be sent to Michael J. Morrissey, 

Esquire, Attorney for Applicant, 7611 Little River Turnpike, 

Suite 201, Annandale, Virginia 22003; Division of Consumer Counsel, 

Office of the Attorney General, 101 North 8th Street, 5th Floor, 

Richmond, Virginia 23219r and to the Commission's Division of 

CCIIIDlunications, Accounting and Finance, and Economic Research 

and Development. 

Teste: 

Clerk of State Corporation Commission 
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~! 8 4 0 7 2 0 1 0 8.' 

BEFORE THE 

Jutl7 3 07 PH '84 STATE CORPORATION COMMISSION 

OF VIRGINIA 

In re the APPLICATION of ) 
) United States Transmission Systems, Inc. 

for a Certificate of Public Convenience 
and Necessity 

) CASE NO. PUC 840024 
) 

PROTEST AND MOTION FOR 
DELAY IN THE HEARING 

In conformity with the Commission's July 10, 1984, 

Order in this case, The Chesapeake and Potomac Telephone Company 

of Virginia ("C&P") protests the Application of United States 

Transmissions Systems, Inc. ("USTS") and, in support of this Pro-

test, states: 

(1) C&P is a Virginia Corporation certificated by this 

Commission to provide telephone service within the 

Commonwealth within local access and transport areas 

("LATAs") designated under the terms of the Modifi-

cation of Final Judgment in u. s. v. AT&T, Civil 

Action No. 82-0192 (D.D.C.). The address of C&P and 

its counsel is 703 East Grace Street, Richmond, 
. 

Virginia 23219. 

(2) Under the provisions of the Rules adopted by this 

Commission in Case No. PUC 840017 and of § 56-265.4:4 

of the Code of Virginia, companies such as USTS · 

which seek to provide intrastate, interLATA ser­

vice must not offer intraLATA service and they 

must either block such traffic from being carried 
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over their systems or compensate the local ex­

change company (~, C&P) for the revenues lost 

to the incidental intraLATA competition provided 

by the new entrant. A plan for blocking intraLATA 

calls or compensating the local exchange companies 

must be included in the new entrant's certification 

application. 

(3) As a local exchange company subject to unlawful 

intraLATA, interexchange competition, C&P's interest 

in this proceeding is to assure that intraLATA calls 

carried by USTS within C&P's LATAs are blocked or 

that compensation is made to C&P. 

(4) The Application of USTS does not comply with the 

Commission's rules. It does not contain the required 

"plan fo~ either blocking or paying for such inci­

dental [intraLATA] calling." Rule 2, Rules governing 

the Certification of InterLATA, Interexchange Car­

riers. Instead, USTS simply "proposes to negotiate 

with the local exchange companies to formul~te a 

compensation plan •••• " Application, p. 5. A proposal 

of negotiations. does not constitute a plan for com­

pensation • .!/ 

(5) The burden is upon the Applicant USTS to either 

block intraLATA calls or to compensate the local 

!7 USTS's proposal to apply a negotiated compensation plan retro­
actively is not suff.icient. "Negotiations" would likely be pro­
tracted since USTS, once having been granted its requested certifi­
cate, would have no incentive to negotiate promptly. Moreover, 
USTS's proposal of retroactivity ignores the time value of money. 
At a minimum retroactive amounts due C&P should bear interest at no 
less than C&P's authorized return. 
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exchange company for lost revenues. USTS states in 

its Application that it has records "pertinent to 

the measurement of incidental, intraLATA traffic •••• w 

Application, p. 5. Given this fact, USTS should 

have little difficulty in formulating a concrete 

plan for compensation which could then be subject 

to review by this Commission and any affected local 

exchange companies. For example, for incidental 

intraLATA calls within C&P's.LATAs, USTS could sim­

ply re-rate the calls using C&P's tariffed toll 

schedule and remit on a monthly basis those reve­

nues to C&P. Records used in performing these 

calculations should be maintained by USTS and should 

be subject to independent audit and verification. 

(6) Because USTS's Application does not meet the re­

quirements of Rule 2, it is insufficient. For that 

reason, normally, it should be rejected. C&P does 

not believe, however, that outright rejection is in 

the public's best interest. C&P believes that USTS 

provides intrastate service in Virginia today and has 

done so for a long time. Because of this fact, USTS 

should be paying C&P's intrastate access charges ap­

plicable to intrastate, interLATA business. USTS, 

however, is not paying intrastate access charges to­

day. The sooner USTS is legally certificated to pro­

vide service in Virginia, the sooner C&P will be able 

to get USTS to willingly pay intrastate access charges. 
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Therefore, C&P does not request outright rejection 

of USTS's Application.l/ 

(7) C&P does request, however, that the hearing on the 

Application be postponed pending the receipt from 

USTS of an amended application containing a concrete 

plan for compensating local exchange companies for 

lost intraLATA, interexchange revenues. The Commis-

sion should require that this amended application be 

filed promptly and served upon all parties to the 

proceeding. 

WHEREFORE, The Chesapeake and Potomac Telephone Company 

of Virginia respectfully requests that the hearing in this case be 

postponed pending the prompt filing by USTS of an Amended Applica­

tion which fulfills the requirements of Rule 2 of the Commission's 

Certification Rules. 

Respectfully submitted, 

\JJ~ '"'\.~V.1 ~~ \~ 
warner F. Brundage, Jr. ,. 

Attorney for 
The Chesapeake and Potomac 
Telephone Company of Virginia 

2/ In foregoing a request for rejection, C&P does not waive its 
claim against USTS for intrastate access charges owed since January 1, 
1984. 
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DO&UMENT CONTROL CENTEH ., 84072Ql37 

BEFORE THE 

STATE CORPORATION COMMISSION 

Jut 18 3 56 PH '8~ OF VIRGINIA 

In re the APPLICATION and PETITION of ) 
MCI~elecommunications Corporation of Virginia ) CASE NO. PUC 840022 
for a Certificate to Operate as a Telephone ) 
Utility ) 

PROTEST AND MOTION FOR 
DELAY IN THE BEARING 

In conformity with the Commission's initial Order in 

this case, The Chesapeake and Potomac Telephone Company of 

Virginia ("C&P") protests the Application of MCI Teleqommunication~ 

Corporation of Virginia ("MCI") and, in support of this Protest, 

states: 

(1) C&P is a Virginia Corporation certificated by this 

Commission to provide telephone-service within the 

Commonwealth within local access and transport areas 

("LATAs") designated under the terms of the Modifi­

cation of Final Judgment in u. s. v. AT&T, Civil 

Action No. 82-0192 (D.D.C.). The address of C&P and 

its counsel is 703 East Grace Street, Richmond, 

Virginia 23219. 

(2) Under the provisions of the Rules adopted by this 

Commission in Case No. PUC 840017 and of § 56-265.4:4 

of the Code of Virginia, companies such as MCI 

which seek to provide intrastate, interLATA ser­

vice must not offer intraLATA service and they 

must either block such traffic from being carried 

over their systems or compensate the local ex-

change company (~, C&P) for the revenues lost 
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to the incidental intraLATA competition provided 

by the new entrant. A plan for blocking intraLATA 

calls or compensating the local exchange companies 

for the lost revenues must be included in the new 

entrant's certification application. 

(3) As a local exchange company subject to unlawful 

intraLATA competition, C&P's interest in this pro­

ceeding is to assure that intraLATA calls carried 

by MCI within C&P's LATAs are blocked or that com­

pensation is made to C&P. 

(4) The Application of MCI does not comply with the 

Commission's rules. It does not contain the required 

•plan for either blocking or paying for such inci­

dental [intraLATA] calling.n Rule 2, Rules governing 

the Certification of InterLATA, Interexchange Car­

riers. Instead, MCI promises to try to dissuade 

its customers from ma~ing intraLATA calls but states 

that it will not block all intraLATA calling. Appli­

cation, p. 6. And instead of proposing a plan to 

compensate C&P for toll revenues lost because of so­

called •incidental• intraLATA calls, MCI promises to 

pay access charges. Application, p. 7. A promise 

to pay access charges is not the same as compensating 

local exchange companies for lost.toll revenues. 1/ 

!/ If C&P loses intraLATA toll business to a competing carrier, its 
costs will remain virtually the same because its plant and investment 
will remain unchanged. C&P's revenues, however, would decrease sig­
nificantly. Access charges equate to less revenue per minute than 
C&P's average per minute revenue from toll calls. Therefore, for 
every minute of long distance business which C&P loses to its com­
petitors, C&P would lose revenue. 
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(5) The burden is upon the Applicant MCI to propose a 

plan to either block. intraLATA calls or to compen­

sate the local exchange company for lost toll reve­

nues. Because MCI's Application does not meet the 

requirements of Rule 2, it is insufficient. C&P 

does not believe, however, that outright rejection 

of the Application is in the public's best interest. 

C&P believes that MCI provides intrastate service in 

Virginia today and has done so for a long time. Be­

cause of this fact, MCI should be paying C&P's intra-

state access charges applicable to intrastate, inter­

LATA business. MCI, however, is not paying those ac-

cess charges today. The sooner MCI is legally cer-

tificated to provide intrastate service in Virginia, 

the sooner C&P will be able to get MCI to stop ignor­

ing its lawful obligation and to willingly pay intra-

state access charges. . Therefore, C&P does not re­

quest outright rejection of MCI's Application.~/ 

(6) C&P does request, however, that the hearing on the 

Application be postponed pending the receipt from 

MCI of an amended application containing a concrete 

plan for compensating local exchange companies for 

lost intraLATA, interexchange revenues. The Commis­

sion should require that this amended application be 

filed promptly and served upon all parties to the 

proceeding .• 

2/ In foregoing a request for rejection, C&P does not waive its 
claims against MCI for intrastate access charges owed since 
January 1, 1984. 
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WHEREFORE, The Chesapeake and Potomac Telephone Company 

of Virginia respectfully requests that the hearing in this case be 

postponed pending the prompt filing by MCI of an Amended Applica­

tion which fulfills the requirements of Rule 2 of the Commission's 

Certification Rules. 

Respectfully submitted, 

warner F. Brundage, 

Attorney for 
The Chesapeake and Potomac 
Telephone Company of Virginia 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

Petition of 

AT&T COMMUNICATIONS OF VIRGINIA 

) 
) 
) 
) 
) 
) 
) 

Case No. PUC840023 

For authority to set rates and 
charges pursuant to § 56-481.1 
of the Code of Virginia 

MOTION POR CONTINUANCE 

The Division of Consumer Counsel, Office of the Attorney 

General (Division) moves for a continuance in this case and 

states: 

(1) On Thursday, July 5, 1984, AT&T Communications of 

Virginia, Inc. (AT&T) filed a Petition to set rates pursuant to 

§ 56-481.1 of the Code of Virginia. On Monday, July 9, 1984 the 

Commission issued an order scheduling a.public hearing on the 

Petition and requiring opposing parties to prepare their cases 
. ' 

and file them on or before July 20, 1984. Thus, opposing parties 

had 15 days from the filing of the Petition and 11 days from the 

Commission's order to prepare for the case. 

(2) The schedule set forth in the Commission's order of 

July 9, 1984 is inadequate for preparation by the Division. 
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Insufficient time is permitted to engage experts, conduct 

discovery and prepare testimony. 1 

(3) Under § 56-481.1 the Commission may permit 

interexchange carriers, such as AT&T, to set rates based on 

competitive factors provided such competitive rates are 

nondiscriminatory and in the public interest. Further, the 

section states: 

In making such ~etermination, the Commission may2 
consider (i) the number of companies providing the 
service; (ii) the geographic availability of the 
service from other companies; (iii) the quality of 
service available from other companies; and (iv) 
any other factors the Commission considers 
relevant to the public interest. 

The required determination can only be made after an evidentiary 

hearing because factual presentations on the factors enumerated 

in the statute are necessary. 

(4) AT&T alleges that it will provide no monopoly services 

in Virginia (Petition, paragraph 5).. This cannot be taken as a 

statement that AT&T will have active competitors in all segments 

1The Commission's order schedules the hearing before the time 
responses to interrogatories would be due. As a result, tinder 
Rule 6:4 the order effectively prohibits service of inter­
rogatories on AT&T without leave of the Commission. Time will be 
consumed to obtain Commission approval before interrogatories may 
.be served. 

2Rule 9 of the Commission's regulations adopted under § 56-
481.1 states in part: 

The Commission shall consider the criteria set out in 

... --

§ 56-481.1 in making any determination that inter-LATA, 
inter-exchange telecommunication service will be provided on 
a competitive basis. 

Thus, the Rule requires mandatory consideration of the factors 
enumerated in § 56-481.1. 
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of the Commonwealth. On information and belief, other 

interexchange carriers will not serve, and perhaps will not be 

able to serve, portions of Virginia for some time. AT&T should 

be put to its proof that its rates will be nondiscriminatory and 

otherwise in the public interest in areas where no other company 

provides service, particularly in light of the factors stated in 

§ 56-481.1. 

(5) Section 56-481.1 does not permit the Commission to .. 
assume that competition will exist merely because there is more 

than one applicant for a certificate of public convenience and 

necessity under it. It requires a determination on the record 

that competition will exist and competitive rates will be in the 

public interest. The decision cannot properly rest on AT&T's 

unsupported allegation that competition ·will exist throughout its 

service territory because some competitors have applied to 

provide service in part of it. Unless a continuance is granted, 

the Commission's decision on the merits will be without 

evidentiary support contrary to the intent of § 56·-481.1, and 

interested parties will be denied a fair opportunity to present 

evidence and be heard. 

WHEREFORE, the Division requests that the hearing in this 

case be continued for 90 days in order for interested parties to ··--.-

prepare. 

Respectfully submitted, 

DIVISION OF CONSUMER COUNSEL 
OFFICE OF THE ATTORNEY GENERAL 
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Gerald L. Baliles 
Attorney General 

Anthony Gambardella 

-4-

Sr. Assistant Attorney General 

101 North Eighth Street 
Richmond, Virginia 23219 

CERTIFICATE 

I hereby certify that copies of the foregoin~otion for 
Continuance have been mailed or delivered this ~day of July, 
1984 to Michael J. Morrissey,'Esquire, 7611 Little River 
Turnpike, Annandale, Virginia 22003, and Robert Gillespie, 

~ 
Esquire, P.O. Box 1197, Richmond~~9. 
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PETITION OF 

COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

AT&T COMMUNICATIONS OF VIRGINIA 

For authority to set rates and 
charges pursuant to §56-481 .1 
of the Code of Virginia 

CASE NO. PUC840023 

PROTEST OF MCI TELECOMMUNICATIONS 
CORPORATION OF VIRGINIA 

Comes now the MCI Telecommunications Corporation of 

Virginia ("MCIV"), by counsel, and, pursuant to Rule 5:1o(b) of 

the Commission's Rules of Practice and Procedures and the 

Commission's Order dated July 9, 1984, herein, hereby files its 

Protest as a party to this proceeding. 

1. MCIV is incorporated to do business in the 

Commonwealth of Virginia as a public service company and was so 

incorporated on May 17, 1984. 

l. 

proceeding. 

following: 

MCIV is vitally interested in the outcome of this 
I 

MCIV's interest in this proceeding is based on the 

-1-
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(a) MCI is presently competing with AT&T for . 

interstate long-distance service in Virginia; and 

(b) MCIV has applied for certification to provide 

interLATA, interexchange service in Virginia and will compete 

with AT&T-CV for intrastate long-distance service in Virginia. 

3. The facts which this protestant is prepared to 

prove by competent evidence and which will warrant the relief 

sought are as follows: 

(a) AT&T-CV can not, at this time or in the near 

future, provide interexchange service in the Commonwealth on a 

competitive basis; 

(b) at this time and for the near future, AT&T-CV 

is and will be the only company capable of providing interLATA, 

interexchange serVice in many geographic areas of the 

·Commonwealth; 

(c) at this time and for the near tuture, AT&T-CV 

is and will be the only company capable of providing inter­

exchange service in all geographic areas of the Commonwealth; 

(d) at this time and for the foreseeable future, 

AT&T-CV is and will be the only company capable of providing 

-2-
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direct dial ('•dial-1 .. ) interLATA, interexchange service in all 

geographic areas of the Commonwealth; and 

(e) at this time, it is not in the public interest 

to exempt AT&T-CV from the provisions of Chapter 10 of Title 56 

of the Code of Virginia and from other regulation, pursuant to 

§56-481.1. 

4. The specific relief sought by this protestant is: 

(a) a determination by the Commission that AT&T-CV 

cannot now or in the near future provide interexchange service in 

the Commonwealth on a competitive basis; 

(b) a determination that exempting AT&T-CV from 

rate regulation at this time is not in· the public interest; and 

(c) a denial of AT&T-cv·s Petition. 

5. The address of MCIV is: MCI Telecommunications 

Corporation of Virginia, 1133 19th Street, N.W., Washington, D.C. 

20036. 

6. Counsel for MCIV are William F. Marmon, Jr., MCI 

Telecommunications of Virginia, 1133 19th Street, N.W., 

Washington, D.C •. 20036 and Hullihen Williams Moore and Louis R. 
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.· 

Monacell of Christian, Barton, Epps, Brent & Chappell, 1200 

·Mutual Building, Richmond, Virginia 23219. 

Respectful!y Submitted, 

MCI TELECOMMUNICATIONS CORPORATION 

~~~~~------------~ ~oore -
Louis R. Monacell 
CHRISTIAN, BARTON, EPPS, BRENT 

& CHAPPELL 
1200 Mutual.Building 
Richmond, Virginia 23219 

William F. Marmon, Jr. 
MCI TELECOMMUNICATIONS 

CORPORATION OF VIRGINIA 
1133 19th.Street, N.W. 
Washington, D.C. 20036 

Its Attorneys 

I hereby certify that a true copy of the foregoing was 

.mailed, postage prepaid, to all parties of record; the Division 

of Consumer Counsel, Office of the Attorney General, 101 North 

8th Street, 5th Floor, Richmond, Virginia 23219; and to the 

Commission's Divisions of Communications, Accounting and Finance, 

and Economic Research and Development, this 18th day of ~uly, 

1984. 

-4-
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

PETITION OF 
AT&T COMMUNICATIONS OF VIRGINIA 

For authority to set rates and 
charges pursuant to §56-481 .1 
of the Code of Virginia 

CASE NO. PUC840023 

MOTION OF MCI TELECOMMUNICATIONS CORPORATION OF VIRGINIA 
TO CONTINUE SUBSTANTIVE HEARING 

Comes now MCI Telecommunications Corporation of Virginia 

("MCIV"), by counsel, and, moves the Commission to continue the 

substantive hearing now set for July 27, 1984, and to require 

prefiled testimony by all parties. Gr~nting the motion will pro~ 

vide all parties and the Commission Staff an opportunity for 

discovery, receipt of special reports from local exchange 

telephone companies and the prefiling of testimony prior to the 

hearing date. MCIV requests that the hearing scheduled for 2:00 

p.m., July 27, 1984, be used as a pre-trial scheduling con-

ference. 

In support of its Motion, MCIV states: 

1. That MCIV has filed a Protest in this case as 

required by Rule 5:16(b) of the Commission's Rules of Practice 

-1-
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and Procedure and the Commission's Order dated July 9, 1984,. 

herein. 

2. That the Motion is fully supported by the 

Memorandum in Support of Motion of MCI Telecommunications 

Corporation of Virginia to Continue Substantive Hearing, filed 

simultaneously with this Motion. 

WHEREFORE, MCIV respectfully requests that the 

Commission continue the substantive hearing in this matter as 

requested and that the July 27, 1984, hearing time be used as a 

pre-trial conference in this case. 

Respectfully Submitted, 

MCI TELECOMMUNICATIONS CONPORATION 

~----~ 
By: Hullihen ~illiams Moore ~ 

Louis R. Monacell 
CHRISTIAN, BARTON, EPPS, BRENT 

& CHAPPELL 
1200 Mutual Building 
Richmond, Virginia 23219 

William F. Marmon, Jr. 
MCI TELECOMMUNICATIONS 

CORPORATION OF VIRGINIA 
1133 19th Street, N#W. 
Washington, D.C. 20036 

Its Attorneys 
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I hereby certify that a true copy of the foregoing was 

mailed, postage prepaid, to all parties of record; the Division 

of Consumer Counsel, Office of the Attorney General, 101 North 

8th Street, 5th Floor, Richmond, Virginia 23219; and to the 

Commission's Divisions of Communications, Accounting and Finance, 

and Economic Research and Development, this 18th day of July, 

1984. 

----~~ 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

PETITION OF 
AT&T COMMUNICATIONS OF VIRGINIA 

For authority to set rates and 
charges pursuant to §56-481 .1 
of the Code of Virginia 

CASE NO. PUC84U023 

MEMORANDUM IN SUPPORT OF MOTION 
OF MCI TELECOMMUNICATIONS CORPORATION OF VIRGINIA 

TO CONTINUE SUBSTANTIVE HEARING 

I 

INTRODUCTION 

On July 5, 1984, AT&T Communications of Virginia 

( "AT&T-CV'') petitioned this Commission pursuant to §56-4~1 .1 of 

the Code of Virginia for exemption "from the provisions of 

Chapter 10 of Title 56 of the Code of Virginia and from any other 

regulation which is inconsistent with the competitive provisions 

of telecommunication services within_the Commonwealth." On July 

9, 1984, the Commission directed that a hearing on the Petition be 

held at 2:00p.m., July 27, 1984. The Order provided for no pre­

filing of testimony by any party nor for a report by the Staff of 

the Commission. Interested parties thus have no opportunity. to 

prepare meaningful rebuttal or cross-examination since they have 

_,_ 
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no knowledge of what support AT&T-CV will provide for its 

Petition. Under the present schedule interrogatories are not 

possible in the normal course. 1 

MCI Telecommunications Corporation of Virginia ("MCIV" 

or "MCI") does not oppose the eventual deregulation of AT&T-CV as 

competition becomes a reality in interexchange toll markets. 

However, immediate and complete deregulation of AT&T in Virginia 

is premature. We believe that evidence will show that the una­

vailability of equal access for AT&T's competitors, the capacity 

restraints facing those competitors, and AT&T's large market 

share will prevent equal competition for several years. 

Premature deregulation before meaningful competition develops 

will expose Virginia consumers to the threat of excessive price 

increases, price discrimination and illegal cross subsidization 

of services by AT&T. Even in the interstate market where MCI and 

other OCC's have been competing for nearly ten years, these 

dangers require that deregulation of AT&T be accomplished in a 

phased manner and with caution. 

MCIV has moved the Commission to continue the substan-

tive hearing to a future date and to require the prefiling of 

1The Commission Order setting the hearing was entered on July 
9, 1984 with the hearing scheduled for July 27, 1984. Since 
there were less than 21 days before the hearing, interrogatories 
could not be served without leave of the Commission under 
Commission Rule 6:4. 
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testimony so that an adequate record may be established to permit 

proper consideration of a question with significant impact on the 

Commonwealth and .important precedential ramifications for tele­

communications policy in other states and at the federal level as 

well. MCIV urges the Commission to use the July 27, 1984, date 

for a pre-hearing conference only and then to institute a sche­

dule for the prefiling of testimony, discovery and submission of 

reports that will permit the careful examination that the issue 

of the deregulation of the rates of AT&T-CV deserves and demands. 

II 

THE SUBSTANTIVE HEARING 
ON THE PETITION SHOULD BE CONTINUED 

Section 56-481.1, which became effective July 1, 19~4, 

authorizes the Commission to exempt from rate regulation the 

rates for a particular telephone company's service "if it is 

determined that such service will be provided on a competitive 

basis ...... The rates approved are to be "appropriate for the 

telephone company furnishing the competitive service, provided 

that such rates, charges and regulations are non-discriminatory 

and in the public interest." It is clear that the Commission's 

determination must be made on a company by company basis. Just 

because one company may be allowed to offer services on an unre­

gulated, competitive basis does not mean that all carriers are 

-3-
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subject to such a degree of competition that regulation of their 

operations is no longer necessary. 

The statute specifically recognizes this fact in the 

last sentence of the section that requires the Commission's rules 

and regulations for deregulation apply not to all telephone com­

panies, but to "all telephone companies that are subject to the 

provisions of this section." Clearly then, there can be 

telephone companies not "subject to" the provisions of the sec­

tion. Thus, the Commission must decide whether AT&T-CV will be 

providing its services "on a competitive basis" before it can 

exempt it at this time. 

In making this determination, the Commission has decided 

that it will consider at least three specific factors: 2 

(i) The number of companies providing the service; 

(ii) The geographic availability of the service from 
other companies; and 

(i~i) The quality of service available from other com­
panies. 

The statute also states that the Commission may consider 

"any other factors the Commission considers relevant to the 

public interest." § 56-481 .1(iv). As to the first three fac-

lva. Code Ann., § 56-481.1 provides that the Commission may 
consider these factors, and the Commission in its Final Order 
dated June 29, 1984, in Case No. PUC840017 determined that it 
would consider the listed factors. 
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tors, as of today only one company, AT&T-CV, is offering and pro­

viding inte~LATA long-distance service within Virginia. 3 Thus, 

when the Commission is faced with the application of a new 

entrant the answers to the statutory factors are obvious. Any 

new entrant seeking to compete with AT&T-CV has no option but to 

price in a competitive fashion. 

The evaluation of the statutory factors is not as simple 

in the case of AT&T-CV. With respect to "other companies": .l:iow 

many will there be? In what geographic areas will their services 

be available? What will be the nature of the services they 

offer? Will the quality and availability of their services make 

them truly competitive with AT&T? Finally, and most important, 

will the presence of other companies effectively displace the 

monopoly power historically enjoyed by AT&T-CV and the Bell 

system? And, will it not require more than the entry of a few 

competitors in a few communities before the Commission can 

establish that AT&T-CV is controlled by competition? 

Crucial to a determination of these issues are the 

questions of "equal access" and "non-equal access". Equal access 

was ordered in AT&T divestiture and will begin to be implemented 

in Virginia for a small number of customers in Norfolk on 

3 . MCIV and others have applied for authority to do so, but to 
date the Commission has not acted on these applications, nor has 
the scope, geographical availability or quality of such service 
been determined. 
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September 1. However, the equal access process will be slow and 

imperfect, and its actual impact on competitive conditions is 

unproven. To what extent will it be implemented in Virginia? If 

there are significant numbers of Virginia customers who will not 

be provided equal access, will they have competitive options and 

will competitive forces effectively replace regulatory safe­

guards? 

These questions and others must be answered before the 

Commission can determine whether AT&T-CV should be deregulated, 

and if so, to what extent. A similar proceeding at the Federal 

Communications Commission ("FCC") has produced a substantial and 

informative record since it was initiated last November. Notice 

of Inquiry, Long-Run Regulation of AT&T's Basic·Domestic 

Interstate Services, CC-Doc. No. ~3-1147, 46 FR 51340 (November 

6, 1983). 

The questions before this Commission with respect to the 

deregulation of AT&T-CV cannot be answered without a full 

investigation and without an opportunity for all parties and the 

Commission Staff to gather information and to present it to the 

Commission in an orderly fashion. This can be accomplished only 

if the substantive hearing is rescheduled to a future date with 

ample time for discovery and the receipt of special reports such as 

those requested by MCIV in a separate motion in this proceeding 
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and prefiled testimony •. The issue of the deregulation of 

AT&T-CV, a momentous question for telecommunications policy in 

this State, should not be decided without an adequate record. 

III 

POTENTIAL EVIDENCE 

In its Petition for deregulation, AT&T-CV asserts: 
11AT&T will provide no monopoly services in Virginia. Each of its 

services is subject to competition from other carriers to be cer­

tified by this Commission". Petition at p. 5. MCIV submits 

in support of its Motion to schedule a full hearing on this 

matter -- that discovery, Staff investigation and prefiled testi­

mony would show that AT&T-CV's claim is incorrect, and will 

likely continue to be so for some time to come. MCI believes 

that the evidence will show that for some services, like 800 

(in-WATS) and toll operator service, AT&T holds an absolute mono­

poly and that in other services, like MTS, AT&T will enjoy 

substantial markee power for many years. 

Part A of this section explains why MCI believes that 

equal access will not be available throughout the State for 

years. MCI believes that the evidence will show that even by 

late 1986 over 800,000 lines (30% of those in the State) will not 

'have been converted, and there will be no promise of conversion 
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in the future for most of these lines. This section further 

outlines why equal access alone may not ensure competition 

because of other obstacles to competition and barriers to entry 

faced by the other common carriers (OCCs). 

Part B of this section describes what MCI believes the 

evidence will show with respect to areas where equal access is 

not available. The section explains that unequal access is not 

off-set by the lower access charges paid by the aces and that 

there is no competition at all for rotary dial customers -- fully 

50% of the telephones in Virg~nia today -- in non-equal access 

areas. Such customers will remain captive customers· of AT&T-CV 

for years. 

A. The Limits of Equal Access 

Meaningful competition cannot begin to develop until 

equal access is in place throughout the. Commonwealth. Although 

equal access will make competition possible, it does not ensure 

competition, and rate regulation. of a carrier with market powe.r 

should not be removed until equal access is sufficiently imple­

mented to permit meaningfu~ competition that results in the 

reduction of that market power sufficient to protect consumers. 

The Commission should determine in the AT&T-CV hearing: 

(1) Where, when and to what extent equal access will be 
available in Virginia; 

.. 
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(2) Whether equal access will ensure effective com­
petition in areas where it is available; and 

(3) Whether other barriers to entry limit the ability 
of competing firms to constrain the market power of 
AT&T-CV. 

MCI believes that the evidence will show that equal 

access throughout the State will not be a reality for many years. 

There are approximately 2.6 million lines in Virginia with 

approximately 2 million of these being provided by C & P 

Telephone Company. 4 As of September, 1984, only two end offices 

in the State or approximately 45,000 lines or less than 2% of the 

total will have equal access available. 

It is important to note that in Virginia only C & P has 

end offices that are required to be converted to equal access by 

Judge Greene's Order in the AT&T anti-trust case. MCI believes 

that the evidence will show that there are no firm plans for any 

substantial conversion to equal access by the non-e & P com­

panies. 

According to data from the Bell Atlantic Telephone 

Companies Equal Access Compliance Plan dated June 22, 1984, by 

September of 1985, C & P will have converted less than 55% of its 

lines. By that date only approximately 40% of the total lines in 

4According to the Comments of the Virginia Exchange Carrier 
Association in Case No. PUC840017, the twenty smaller companies 
provide approximately 582,000.lines. 
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the Commonwealth will have been converted. This will mean that 

there will be approximately 1.5 million lines without equal 

access. 

In September of 1986, C & P plans essentially to have 

completed its equal access conversion as directed by Judge 

Greene. Any lines unconverted at that time would likely be 

claimed exempt so that they may never be converted -- or con­

verted only at some distant time. By September of 1986, C & P 

will have converted almost 90% of its lines, but there will still 

be over 250,000 C & P lines unconverted.5 In addition, the 

582,000 non-e & P lines will still not be converted to equal 

access. 

MCI believes that the evidence will show that even two 

years from now, in September, 1986, less than 70% of the lines in 

Virginia will have been converted and that over HOO,OOO lines 

will not have equal access available. 

Even in areas where equal access is a reality, com-

petition will not be automatic and may not provide a viable 

substitute for regulation for some time. MCI believes that the 

evidence will show that even with equal access AT&T-CV will still 

have the vast majority of the market in Virginia and overwhelming 

)See Bell Atlantic Telephone Companies Equal Access 
Compliance Plan dated June 22, 1984. 
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market power whi.ch allows a firm to maintain prices above com­

petitive levels. 6 

Market power gives an unregulated company both the abil­

ity and the incentive to extract monopoly prices from its custo­

mers and to use its monopoly position to cross-subsidize its 

competitive services out of revenues from its monopoly-based ser-

vices. The evidence will show that AT&T-CV will have market 

power that will not disintegrate immediately even with the advent 

of competition. 

Significant barriers to entry and exit will also inhibit 

competition even where equal access exists. If, for example, 

AT&T-CV raised its prices significantly in a part of the State 

not currently served by an ace, thus inviting competitive entry, 

an ace would still face significant entry problems as well as 

the threat of a painful exit if its entry did not succeed. 

Significant expense in terms of plant and equipment are required 

for a facilities-based OCC to enter an area. While MCI has grown 

to acquire close to 2.5% of the intercity market nationwide, its 

network expansion has required enormous capital expenditures 

nationwide: 

6 . 
In the interstate market where the OCCs have been allowed to 

compete, AT&T received in 1983 over 90% of the gross interstate 
revenues with its closest competitor, MCI, at only 2.5%. See 
Comments of the United States Department oe Justice in the Matter 
of Long-Run Regulation of AT&T's Basic Domestic Interstate 
Services, CC-Doc.· 83-1147, ·filed April 2, 1984, at p. 16; and 
Comments of MCI Telecommunications Corporation in the same pro­
ceeding at pp. 8-9. 

-11-

1 196 



Mcr•s Capital Investment Per Year 
(Year ending March 31) 

Year Amount ~in millions) 

1984 ~889 
1983 623 
1982 2/1 
1981 155 
1980 110 
1979 5::S 
1978 22 

Furthermore, AT&T•s monopoly long-distance service for 

much of the last century has created a: .. brand preference.. that 

will take time and money to penetrate. Accordingly, MCI must 

spend much more on advertising per customer than AT&T-CV and, 

regardless of how much it spends, will, under the most optimistic 

projections, increase market share only gradually. 

- The Commission must consider the limited ability of com­

peting firms to expand capacity even if they were in a position 

to attract significant intrastate business. The AT&T Petition 

claims that .. MCI-V • • • and other carriers who are expected to 

file applications to provide interexchange telecommunication ser-

vice • • • will have a full array of price/quality options from 

which to choose••. Petition at p. 2. This assertion ignores the 

capacity constraints facing AT&T-cv•s competitors. The 

Commission must answer the question: If AT&T were to double its 

rates, how many dissatisfied customers could switch to the other 
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carriers before their capacity and the ability to expand that 

capacity was saturated? Interstate services currently are pro-

vided by MCI in Virginia through the use of lines leased from 

AT&T and MCI-owned switch and terminal facilities outside the 

State. MCI is constructing its own facilities in Virginia. The 

expansion of capacity is, however, time-consuming and expensive. 

The erection of a new terrestrial microwave route requires the 

acquisition of sites and right-of-ways as well as the installa-

tion and construction of towers, terminals, switches, radios and 

multiplex equipment. The U.S. Justice Department has stated 

recently: "There is serious doubt ••• that they lOCCsj have 

sufficient capacity at present to increase output in response to 

price increases at a level that represents a check on AT&T's 

market power." 1 

Another factor that inhibits competitive entry relates 

to an unsuccessful competitor's cost of exiting the telecom­

munications market. While low exit barriers provide strong 

incentive for entry in markets subject to monopoly prices, the 

experience of Data Transmission Company (Datran), shows that the 

costs of exiting the·telecommunicatio~s market may be painfully 

high. In the early 1970's, Datran attempted to enter the market 

7comments of the U.S. Dept. of Justice, In the Matter of 
Long-Run Regulation of AT&T's Basic Domestic Interstate Services, 
CC-Doc. No. 83-1147, at P• 17. 
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for intercity switched digital service. Datran constructed a 

microwave route from Houston to Chicago and owned a digital 

switch in Chicago. After a bankruptcy proceeding, these facili­

ties were auctioned off at a small fraction of the original 

investment.8 This real-world exp~rience would indicate that AT&T 

is hardly vulnerable to "hit-and-run" entry and exit. 

The evidence will show, MCI believes, that there is 

little reason to expect that AT&T will lose its market dominance 

for a period of years even in areas where equal access will 

exist. 

B. Non-Equal Access Areas 

In areas where equal access does not exist, the evidence 

will show that meaningful competition with AT&T-CV will not exist 

and that regulation must continue to prevent monopoly power abus­

es. The United States Justice Department agrees: "The nona­

vailability of equal access in a significant number of exchanges 

will ••• impose constraints on the effectiveness of the OCC's 

as competitors for the next few years ... 9 

The form of interconnection with the local exchange com­

panies, created by AT&T when it held a totally integra~ed mono-

H~ The Washington Post, at 07 March 11, 1980. 

9comments of the United States Department of Justice, In the 
Matter of Long-Run Regulation of AT&T's Basic Domestic Interstate 
Services, CC-Doc. 83-1147, filed April 2, 1984, at p. 19. 



poly over all telephone services -- local and long-distance 

--provides it with benefits and lower costs in a number of ways 

compared to the costs incurred by OCCs and resellers. These cost 

benefits are not offset by the lower access charge the OCCs pay 

for their inferior inter~onnections. 1 0 

The interconnection provided to AT&T provides it with 

automatic number identification and answer supervision neither of 

which is available to the OCCs. The absence of automatic number 

identification (which identifies to the local exchange the number 

of the calling telephone) and the tact that MCI must connect to 

the line-side of the local exchange switch, forces the ace custo­

mers to dial 12 to 14 extra digits in order to place a call, a 

fact that cre4tes additional expenses in billing and collections 

for MCI. To place a long-distance call over an OCC it is 

necessary first to dial a local number to connect with the OCC. 

Then a five- or seven-digit personal identification number must 

be entered. Finally the ten-digit long-distance number may be 

dialed. 

The absence of answer supervision on the OCC line means 

that· the OCC does not know electronically when the telephone of 

10Moreover, the access charge differential between the premium 
access accorded to AT&T and the inferior access given to others 
in Virginia is substantially less than the differential set by 
the FCC for interstate access charges. 
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the called party has been answered. Expensive acoustic moni­

toring devices and software modifications are necessary to 

attempt to replicate the missing electronic answer supervision. 

These devices are not always successful, and customers are occa-

sionally billed for calls they did not complete and not billed 

for calls actually completed. 

AT&T needs to spend less on other equipment required by 

the OCCs such as echo suppressors, needed by the OCCs to mitigate 

some of the negative consequences of their inferior interconnec-

tions. 

Finally the OCCs are effectively excluded from serving 

customers who have rotary dial telephone instruments. MCI 

believes that approximately 50% of the telephones in Virginia are 

rotary dial. If 50% of the 800,000+ non-equal access lines in 

1986 are rotary dial, there will be over 400,000 lines with no 

alternative to AT&T-CV unless they convert their rotary dial pho­

nes to touch-tone (providing that the end office has touch-tone 

service av~ilable). To convert from rotary dial to touch-tone, a· 

customer must first buy a touch-tone phone. He must then pay a 

one-time charge to the local exchange company that ranges from 

zero to ~22.00. 11 The customer served by a rotary dial line must 

also pay a monthly service charge for touch-tone service ranging 

11 c&P charges ~10.80 to residential customers and ~1H.50 to 
business customers. 
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from ~.25 to ~11.00. 12 .None of this expense is required for· the 

AT&T-CV customer with rotary dial service. 

The premium interconnections of AT&T-CV give it a mono­

poly on the offering of both long-distance operator services and 

the 800 (in-WATS) service. 

AT&T recognizes its advantages and exploits them in its 

advertising to customers. Cliff Robertson's question in AT&T's 

TV ads asking what long-distance service would be without 

operators, and AT&T's legitimate pride in the ubiquity of its 

service indicate that AT&T believes a large segment of the 

public feels that the unique aspects of AT&T's service are 

valuable. 

IV 

CONCLUSION 

MCI does not oppose the eventual deregulation of AT&T, 

and, in fact, has suggested in its Comments to the FCC that there · 

are Federal regulatory burdens which could be lifted today. 13 

MCI does, however, oppose. the deregulation of AT&T in Virginia 

12c&P charges ~1 .25 to residential customers and ~2.5U to 
business customers. 

13comments of MCI Telecommunications Corporation, In the 
Matter of Long-Run Regulatiqn of AT&T's Basic Domestic Interstate 
Services, CC Doc. 83-1137, filed April 2, 1984, at pp. 1ij-l5. 
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without the Commission's having an opportunity to complete a· full 

evidentiary hearing. After MCI and others are allowed to com­

pete, and equal access has become a reality, there may be true 

competition in Virginia. In such a case, deregulation of AT&T-CV 

could well be appropriate. Even before full competition becomes 

a reality, there may be ways in which the Commission can lessen 

its regulation of AT&T without harming the public interest. 

First, however, the Commission must have a full hearing .to deter­

mine when, where and under what circumstances equal access will 

be implemented in the intrastate long-distance market in 

Virginia. Only then can the Commission discharge its duties to 

protect the public interest. Accordingly, the substantive 

hearing on AT&T-CV's Petition should be continued, and the July 

27, 1984 hearing should be utilized as a pre-hearing conference. 

Respectfully Submitted, 

MCI TELECOMMUNICATIONS CORPORATION 
OF V:IRGINIA 

---
Louis R. Monacell 
CHRISTIAN, BARTON, EPPS, BR&NT 

& CHAPPELL 
1200 Mutual Building 
Richmond, Virginia 23219 

William F. Marmon, Jr. 
MCI TELECOMMUNICATIONS 

CORPORATION OF VIRGINIA 
1133 19th Street, N.W. 
Washington, D.C. 2003& 

Its Attorneys 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

PETITION OF 
AT&T COMMUNICATIONS OF VIRGINIA 

For authority to set rates and 
charges pursuant to §56-481 .1 
of the Code of Virginia 

CASE NO. PUC840023 

MOTION OF MCI TELECOMMUNICATIONS CORPORATION 
OF VIRGINIA FOR AN ORDER REQUIRING SPECIAL REPORTS 

Comes now MCI Telecommunications Corporation of Virginia 

("MCIV"), by counsel, and moves the Commission to require each 

local.exchange telephone company and cooperative in the 

Commonwealth to file a special report concerning their business 

pursuant to §56-36 of the Code of Virginia. 

In suppo~t of its Motion, MCIV states: 

1 • That MCIV has filed a Protest in this case as 

required by Rule 5:16(b) of the Commission's Rules of Practice 

and Procedure and the Commission's Order dated July 9, 1984, 

herein. 
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2. That in order for the Commission to determine 

whether the rates of AT&T Communications of Virginia should be 

deregulated, the Commission needs to determine whether, when, and 

to what extent equal access is and will be available in various 

geographic areas of the State, to determine the number of rotary 

dial lines and instruments that are and will be in use in 

Virginia, and to have information concerning end offices and con­

nections between local exchange companies and AT&T Communications 

of Virginia. 

3. That in order for the Commission to determine 

whether, when, and to what extent equal access is and will be 

available in various geographic areas of the State, it needs a 

specific report from each local exchange telephone company and 

cooperative in the Commonwealth. 

4. That in order to determine the number of rotary 

dial lines and rotary dial instruments which are and will be in 

use in the Commonwealth, the Commission needs a specific report 

from each local exchange telephone company and cooperative in the 

Commonwealth. 

5. That in order to obtain information concerning end 

offices and connections between local exchange companies and AT&T 

Communications of Virginia, the Commission needs a specific 

report from each local exchange telephone company and cooperative 

in the Commonwealth. 
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6. That each local exchange telephone company and· 

cooperative in the Commonwealth should be directed by the 

Commission to file a special report pursuant to §56-36 .of the 

Code of Virginia stating t~e following: 

A. Total number of its end offices. 

B. 

i) Total number of end offices existing at this 

time. 

ii) Total number of end offices estimated to be in 

·existence on September 1, 1985. 

iii). Total number of·end offices estimated to be in 

existence on September 1, 1986. 

iv) Total number of end offices estimated to be in 

existence on January 1, 1988. 

Total number of its lines. 

i) 

ii) 

'iii) 

Total number of 

Total number of 

on September 1 , 

Total number· of 

on September 1 , 
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lines 

1985. 

lines 

19H6. 

provided at this time. 

estimated to be provided 

estimated to be provided 



iv) Total number of lines estimated to be provided 

on January 1, 1988. 

C. Total number of its equal access lines. 

i) Total number of equal access lines provided at 

this time. 

ii) Total number of equal access lines estimated 

to be provided on September 1, 1985. 

iii) Total num~er of equal access lines estimated 

to be provided on September 1, 1986. 

iv) Total number of equal access lines estimated 

to be provided on January 1, 19H8. 

D. Total number of its non-equal access lines that are 

rotary dial lines. 

i) Total 

lines 

ii) Total 

lines 

1985. 

number of non-equal access rotary dial 

provided at this time. 

number of non-equal access rotary dial 

estimated to be provided on September 1 , 
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iii) Total number of non-equal access rotary dial 

lines estimated to be provided on September 1, 

1986. 

iv) Total number of non-equal access rotary dial 

lines estimated to be provided on January 1 ' 

19H8. 

E. Total number of telephones in its service terri­

tory. 

i) Total number of telephones in use in its ser­

vice area at this time. 

ii) Total number of telephones estimated to be in 

use in its service area on September 1, 19H5. 

iii) Total number of telephones estimated to be in 

use in its service area on September 1, 1986. 

iv) Total number of telephones estimated to be in 

use in its service area on January 1, 198H. 

F. Total number of rotary dial telephones in its ser­

vice territory. 

i) Total number of rotary dial telephones in use 

in its service area at this time. 
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ii) Total number of rotary dial telephones esti­

mated to be in use in its service area on 

September 1, 1985. 

iii) Total number of rotary dial telephones esti­

mated to be in use in its service area on 

September 1, 1986. 

iv) Total number of rotary dial telephones esti­

mated to be in use in its service area on 

January 1 , 1988. 

G.. The total number of switches owned and/or operated 

by the company, and a description of each switch 

including its manufacturer and model number. 

H. The owner of the lines and/or other facilities con­

necting the company's switching equipment and 

AT&T's switching equipment. 

I. The estimated cost of connecting the company's 

switching equipment with an OCC's switching equip­

ment. 

WHEREFORE, MCIV respectfully requests that the 

Commission enter an Order requiring each local exchange telephone 

company and cooperative. to submit a special report responding to 
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the items listed in paragraph 6 above, as well as any other items 

deemed necessary or advisable by the Commission or the Commission 

Staff, in a timely manner such that it may be utilized by the 

parties and the Commission in this case. 

Respectfully Submitted, 

EPPS, BRENT 

William F. Marmon, Jr. 
MCI TELECOMMUNICATIONS 

CORPORATION OF VIRGINIA 
1133 19th Street, N.W. 
Washington, D.C. 20036 

Its Attorneys 

i 

I hereby certify that a true copy of the foregoing was 

mailed, postage prepaid, to all parties of record; the Division 

of .Consumer Counsel, Office of the Attorney General, 101 North 

8th Street, 5th Floor, Richmond, Virginia 23219; and the 

Commission's Divisions of Communications, Accounting and Finance, 

and Economic Research and Development, and to each local exchange 

telephone company and 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

PETITION OF 
AT&T COMMUNICATIONS OF VIRGINIA 

For authority to set rates and 
charges pursuant to §56-481.1 
of the Code of Virginia 

CASE NO. PUC840023 

FIRST INTERROGATORIES AND DATA 
REQUESTS OF MCI TELECOMMUNICATIONS 

CORPORATION OF VIRGINIA 

MCI Telecommunications Corporation of Virginia ("MCIV") 

submits these first interrogatories and data requests to AT&T 

Communications of Virginia ("AT&T-CV"). References to "AT&T" 

include not only AT&T-CV but also all affiliated AT&T companies. 

Pursuant to the Modification of Final Judgment in the 

AT&T divestiture case, C&P Telephone Company of Virginia was 

required to transfer to AT&T those facilities and personnel 

required to provide interLATA, interexchange services on December 

31, 1983. Thus any information request for data prior to 

December 31, 1983, is to be imputed to the predecessor of the 

current corporation with r~spect to long-distance services pro-

vided prior to the divestiture·. 
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INTERROGATORIES AND DATA REQUESTS TO AT&T 

1. Identify the geographic areas in Virginia in which 

AT&T currently provides intrastate telecommunication services. 

2. How many Virginia customers for long-distance 

intrastate services does AT&T currently have? State business and 

residential separately. 

3. Describe the specific services provided on an 

intrastate basis by AT&T. 

4. For each intrastate service provided by AT&T, please 

state the minutes used by Virginia customers in calendar 19H3 and 

for the most recent month in 1984 for which· records are 

available. 

5. For each intrastate service provided by AT&T, please 

state the revenues produced in calendar· 19ij3 and for the most 

recent month in 1984 for which records are available. 

6. What percentage of the intrastate, long-distance 

market does AT&T currently hold based on minutes of use, revenues 

and numbers of customers? 

7. What percentage of the Virginia interLATA, long­

distance market does AT&T currently hold based on minutes of use, 

revenues and numbers of customers. 

. ' 
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8. How many Virginia customers for long-distance 

interstate services does AT&T currently have? 

9. Describe the specific services provided on an 

interstate basis by AT&T to Virginia customers. 

10. For each interstate service provided by AT&T, please 

state the minutes used by Virginia customers in calendar 19~3 and 

for the most recent month in 1984 for which records are 

available. 

11. For each interstate service provided by AT&T, please 

state the revenues produced in Virginia in 1983 and for the most 

recent month in 1984 for which records are available. 

12. Please state by year the revenues produced by AT&T 

in Virginia for intrastate long-distance services in the years 

1980 through 1983. 

13. Please state by year the revenues produced by AT&T 

in Virginia for interstate long-distance services in the years 

1980 through 1983. 

14. What percentage of the interstate long-distance 

market in Virginia does AT&T currently hold based on minutes of 

use, revenues and numbers of customers? 
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15. What percentage of the interLATA long-distance 

market on a nationwide basis does AT&T currently hold based on 

minutes of use, revenues and numbers of customers? 

1 6. How many switches does AT&T own or operate in 

Virginia? 

17. What is the location of each AT&T switch? 

18. Please state the manufacturer, model number and 

port capacity of each switch. 

19. How many route miles of transmission facilities 

does AT&T own, lease or control in Virginia? 

20. How many equipped circuit miles of transmission 

facilities does AT&T own, lease or control in Virginia? 

21. Please list all the local exchange companies in 

Virginia with which AT&T has interconnections. 

22. Please describe in detail AT&T•s expansion plans in 

Virginia for the next two years. 

23. For each local exchange company listed above, please 

state who owns the line connecting the local exchange company to 

the AT&T switch. 
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24. Please state the current rate base of AT&T in 

Virginia. 

25. What are the components of this rate base? 

26. What is the current rate-of-return authorized on 

this rate base? 

27. What was the actual rate-of-return on this rate 

base in 1983? 

28. Precisely, what regulatory controls of the State 

Corporation Commission does AT&T seek to have removed? 

29. What does AT&T believe will be the impact on 

Virginia consumers of its deregulation in Virginia? 

30. If AT&T is deregulated in Virginia, would it 

reserve the right to de-average its toll structure? 

31. Does AT&T believe it has competition currently in 

the intrastate, interLATA market in Virginia? 

32. Does AT&T believe that by September 1, 19H6, it will 

have competition in the interLATA toll market in all areas of 

Virginia? 

33. If the answer to the previous interrogatory is 

"no", please state the number of Virginia customers for which it 
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is likely that AT&T will be the only interLATA long-distance 

carrier as of September 1, 1986. 

Respectfully Submitted, 

MCI TELECOMMUNICATIONS CORPORATION 

OF VIRGI~'-""""-----
oore --.. 

Louis R. Monacell 
CHRISTIAN, BARTON, EPPS, BRENT 

& CHAPPELL 
1200 Mutual Building 
Richmond, Virginia 23219 

William Fo Marmon, Jr. 
MCI TELECOMMUNICATIONS 

CORPORATION OF VIRGINIA 
1133 19th Street, N.W. 
Washington, D.C. 20036 

Its Attorneys 

C E R T I F I C A T E 

I hereby certify that a true copy of the foregoing was 

mailed, postage prepaid, to all parties of record; the Division 

of Consumer Counsel, Office of the Attorney General, 101 North 

8th Street, 5th Floor, Richmond, Virginia 23219; and to the 

Commission's Divisions of Communications, Accounting and Finance, 

and Economic Research and Development, this 18th day of July, 

1984. 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

PETITION OF 
AT&T COMMUNICATIONS OF VIRGINIA 

For authority to set rates and 
charges pursuant to §56-481.1 
of the Code of Virginia 

CASE NO. PUC840023 

MOTION OF MCI TELECOMMUNICATIONS CORPORATION 
OF VIRGINIA FOR LEAVE TO SERVE INTERROGATORIES 

AND FOR AN ORDER COMPELLING IMMEDIATE 
RESPONSE TO SUCH INTERROGATORIES 

Comes now MCI Telecommunications Corporation of Virginia 

( .. MCIV .. ) ,. by counsel, and, moves the Commission to grant it leave 

to serve interrogatories and data requests on AT&T Communications 

of Virginia ("AT&T-CV") and to enter an· order requiring AT&T-CV 

to respond promptly to such interrogatories and data requests so 

that MCIV can have the responses well before any scheduled 

hearing in this matter. 

In support of its Motion, MCIV states: 

1 • That MCIV has filed a Protest in this case as 

required by Rule 5:16(b) of the Commission's Rules of Practice 
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and Procedure and the Commission's Order dated July 9, 19H4, 

herein. 

2. That AT&T-CV filed its Petition in this matter on 

July 5, 1984, and, on July 9·, 1984, the Commission entered its 

Order establishing the hearing set for July 27, 19B4. 

3. That Rule 6:4 of the Commission's Rules of Practice 

and Procedure prohibits the service of interrogatories which 

"cannot be timely answered before hearing date without leave of 

the Commission for cause shown • • • • " When the Commission's 

Order setting the hearing was entered on July 9, 1984, there were 

less than twenty-one days before the hearing date and thus no 

interrogatories could be served without leave of the Commission. 

4. That, as described more fully in MCI's "Memorandum 

in Support of Motion of MCI Telecommunications Corporation of 

Virginia to Continue Substantive Hearing", the issues and facts 

before the Commission are extremely important and may be complex. 

5. That MCI should be given an opportunity to have 

AT&T-CV's answers and responses to the interrogatories and data 

requests well before the hearing. Inasmuch as the ~earing is 

scheduled for July 27, 1984, AT&T-CV's answers must be available 

immediately in order for them to be helpful to MCIV and the 

Commission in this proceeding. 
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WHEREFORE, MCIV respectfully requests that the 

Commission grant it leave to serve the interrogatories and data 

requests filed today and that the Commission direct AT&T-CV to 

answer each and every interrogatory and data request in full by 

delivering copies of such answers and responses so that they may 

be received by counsel for MCIV, William F. Marmon, Jr. in 

Washington, D.C., and Hullihen Williams Moore in Richmond, 

Virginia, before the close of business on July 23, 1984. 

Respectfully Submitted, 

CORPORATION 

~~H~u~l~l~i~h~e-n~W~i~l~l~i~am--s~~-------------~ 

Louis R. Monacell 
CHRISTIAN, BARTON, EPPS, BRENT 

& CHAPPELL 
1200 Mutual Building 
Richmond, Virginia 23219 

William F •. Marmon, Jr. 
MCI TELECOMMUNICATIONS 

CORPORATION OF VIRGINIA 
1133 19th Street, N.W. 
Washington, D.C. 20036 

Its Attorneys 
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DOCUMENT CONTROt tElUER 

Jut \9 tO 1s ~~! '8~ 

3 4 0 7 · .• ',/. 0 I 4 6 

Gerald L. Baliles 
Attorney General 

William G. Broaddus 
Chief Deputy Attorney General 

COMMONWEALTH of VIRGINIA 
Office of the Attome:y General 

July 16, ··1984 

Mr. William c. Young, Clerk 
State Corporation Commission 
Document Control Center 
P.O. Box 2118 
Richmond, Virginia 23216 

Donald C.J.Gehring 
Deputy Attorney General 

Criminal Law Enforcement Divrs1on 

Maston T. Jacks 
Deputy Attorney General 

Human & Natural Resources Div1S1on 

Elizabeth B. Lacy 
Deputy Attorney General 
JudiCial AffairS Div1sron 

Walter A. McFarlane 
Deputy Attorney General 

Finance & Transportation Div1s1on 

Karl E. Bren 
Director of Admrn1strat1on 

Re: Application of MCI Telecommunications Corporation 
of Virginia for a certificate of public convenience 
and necessity for approval of its lease and service 
agreement, and for authority to set its rates based 
upon competitive factors1 Case No. PUC840022 

Dear Mr. Young: 

The Office of Attorney General, Division of Consumer 
Counsel, pursuant to Section 2.1-133.1 ·of the Code of Virginia 
(1950), as amended, hereby gives notice that it will participate 
in the above-captioned case. 

Please add this Office to the service list of parties in 
this case. 

2:11/215C49 
cc: Lewis S. Minter, Esquire 

Hullihen w. Moore, Esquire 

Sincerely 

Anthony G mbardella 
Sr. Assi tant Attorney General 
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C0~~10~~-\lTH Or VL~GL..'-it.-\ 

STATE CORPORATION CO~fMISSIQN 

JUL _IS 

PETITION OF 

Li . , ..... ·.:.-; '·': L~ 
' '-'0 i i iJ ; 

AT&T COMMUNICATIONS 
OF VIRGINIA 

For authority to set rates 
and charges pursuant to 
§56-481.1 of the Code of 
Virginia 

.•.. 

AT R·IClL.'10ND, JULY 19, 1984 

CASE NQ. PUC840023 

.. 

ORDER AUTBORI.ZING INTERROGA'!ORIES 
AND SCHEDui.ING ORAL ARGUMENT 

On July ·18, 1984, MCI .. Telecommunications Corporation 

of Virginia (MCIV) fi1ed its ~test, its Motion to Continue 

Substantive Beazing, its Memorandum in.support of that 

motion, its Motion for an Ord~r Requi!'ing Special Reports, 

~ts first· Interrogatories and Data Requests, and its Motion .. 

~:--~1:;::: 

. ~/~~1~_:._ 
~ ....... ·~ 

for Leave to Serve Interro~~taries and for an Order Compelling 

Im."nediate Response to such Interroga.tories. l-1CIV's transmittal 

letter also requested ora~ argument upon its ~~~ian to 

Co~~inue Substantive Bea:~;. 

counsel, on July 17, 1984, filod it~ ~~:Loft for can~ln~~nco 

and Motion for Leave to Serve Interrogatories. Having 

considered the Motions of MCIV and of the Attorney General, 

the co~~ission is of the opinion that the ~equest for oral 

argument should be granted, that leave to serve interrogatories 

should be granted, and that a~ expeditious response date 

should be set.for the interrogatories. Accordingly, 

IT IS ORDERED: 
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(1) That Oral Argument concerni.ng both Motions for 

Continuance shall be heard in the Commission's Courtroom, 

l~th Floor of the Jefferson Building, Bank and Governor 

Streets, Richmond, Virginia commencing at 2:00 p.m. on 

Friday, July 20, 1984. Each party shall be limited to 

twenty minutes of argument; 

(2) That both Motions for Leave to Serve Interrogatories 

are hereby granted; and 

(3) That AT&T Communications of Virginia must respond 

to the interrogatories of MCIV and of the Attorney General 

_by the· close of business Monday, Ju;ly 2·3, 1984. 

ATTESTED COPIES hereof shall be s-ent to Michael J. 

Mo;rissey, Esquire, Attorney for AT&T Communic~tions of 

Virginia, 7611 Little River Turnpike, Suite 201, Annandale, 

Virginia 22003; Bullihen w. Moor~, Attorney. fo~ MCIV, 1200 

Mutual Building~ Richmond, Virginia 23219-3095; Anthony 

Gambardella, Esquire, Division of Consumer Counsel, Offic~ 

of the Attorney General, 101 North 8th Street, St~ Floor, 

Richmona, Virginia 23219; and -lo t~e Commission's Divisions 

of Communications, Accounting a~ Finance, and Economic 

Research and Developm~nt. 

~erk of State Corporation Commission 
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a 4 o 7 2 
COMMONWIALTH OP Vli.GINIA 

¥'DOOUMENt IONTROCS'ftftltif>UOll.AnON COMMISSION 

0 ' 

'\ ·:·. 

Jur.; 19 4 os PH '8~ AT RICHMOND,JULY 19, 1984 

APPLICATION or 
UNITED STATES TRANSMISSION 

SYSTEMS, INC. 

For a certificate of public 
convenience and necessity to 
provide inter-LATA, inter-exchange 
telephone services within Virginia 

ORDER GRANTING LEAVE 

CASE NO. PUC840024 

TO SERVE INTERROGATORIES 

9· 0 

On July 18, 1984, the Chesapeake and Potomac Telephone 

Company of Virginia ("C&P•) filed its Protest and Motion 

for Delay in the Hearing in this cause together with inter­

rogatories addressed to.United State Transmission Systems, 

Inc., (USTS). Having considered the interrogatories and 

the request of C&P that they be answered no later than 
-

July 26, 1984, the Commission is of the opinion that leave 

should be granted for the filing of those interrogatories 

and that USTS should answer those interrogatories by July 26. 

Accordingly, 

IT IS ORDERED that C&P is hereby granted leave to 

serve its interrqgatories upo~ OSTS and USTS is ordered 

to file its answers to those interrogatories by the close 

of business July 26, 1984. 

ATTESTED COPIES hereof shall be sent to Jack Lebowitz, 

Esquire, USTS Inc., 10~ Plaza Drive, Secaucus, New Jersey 

07096; Steven H. Davls, Esquire, 520 Madison Avenue, New York, 

New York 10022; M. Reamy Ancarrow, Esquire, 1333 New Hampshire 

Avenue, N.W., washington D.C. 20036; Warner F. Brundage, Jr., 
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Esquire, C&P Telephone Company, 703 East Grace Street, Richmond, 

Virginia 23219; Division of Consumer Counsel, Office of the 

Attorney General, 101 North 8th Street, Richmond, Virginia 

23219; and to the Commission's Divisions of Communications, 

Accounting and Finance, and Economic Research and oeveloment. 
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VIRGINIA: 

BEFORE THE STATE CORPORATION COMMISSION 

Application of 

SOOTHERNTEL OF VIRGINIA, INC. 

Por a Certificate of Public 
Convenience and Necessity to 
Provide Intrastate Interexchange 
Telecommunications Services 

) 
) 
) 
) 

'AMENDED ·APPLICATION 

CASE NO. PUC840020 

SouthernTel of Virginia, Inc., a Virginia corporation, 

hereinafter referred to as •southernTel of Virginia• or 

the • Company•, applied to the State Corporation Commission, 

hereinafter referred to as the •commission•, on May 14, 1984 

for a Certificate of Public Convenience and Necessity pursuant 

to §56-265.4:4.8. of the Code of Virginia, 1950, as amended, 

and other applicable sections of the Code of Virginia. On 

June 29, 1984, the Commission adopted Rules for the certification 

and setting of rates for inter-LATA, interexchange telecommunica~ 

tions carriers. On July 19, 1984, SouthernTel of Virginia's · 

parent company, SouthernTel, Inc. merged with Interstate 

Communications, Inc. to form SouthernNet, Inc. As a result of 

the merger, SouthernTel of Virginia is now a wholly owned 

subsidiary of SouthernNet, Inc. In order to comply with the 

Rules of the Commission adopted subsequent to the initial 
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Application of the Company and to update and supplement the 

application where it is effected by the merger of SoutbernTel, 

Inc. and Interstate Communications, Inc., SouthernTel of 

Virginia submits the following information as its Amended 

Application. 

1. ·organization and Objective. SouthernTel of Virginia, 

Inc. is a corporation organized and existing under the laws of 

the Commonwealth of Virginia and is a wholly owned subsidiary of 

SouthernNet, Inc., a corporation organized and existing under 

the laws of the State of Delaware and having corporate offices 

located at 61 Perimeter Park, Atlanta, Georgia 30341. In 

addition to SouthernTel of Virginia, Inc., SouthernNet owns the 

following subsidiary corporations: 

SouthernT&l, Inc., a corporation organized and existing 
under the laws of the State of Delaware; 

SouthernTel of North Carolina, inc., a corporation 
organized and existing under the laws of the State of 
North Carolina; and · 

Interstate Communieations, Inc. (•tel•), a corporation 
organized and existing under the laws of the State of 
Georgia. 

SoutbernNet is currently engaged in the provision of long 

distance telephone services on a resale basis. SouthernTel of 

North Carolina, Inc. and its predecessor, Heins Systems, Inc., 

- 2 -
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bas provided interstate long distance services on a resale 

basis in North Carolina since July, 1982. Since December 15, 

1980, ICI bas provided long distance telephone services on a 

resale basis in the states of Georgia, Alabama, Tennessee, North 

Carolina, South Carolina, California, Kentucky, West Virginia 

and Virginia. 

2. Plan of Development. The principal purpose of 

SouthernTel of Virginia is to become an intrastate and inter­

state facilities-based carrier operating in the Commonwealth 

of Virginia. This objective will be accomplished through 

the construction, ownership and operation of a fiber optic 

telecommunications network that will pass through the major 

industrial and population centers within Virginia and reach 

other areas of the State by means of the technology appropriate 

to the circumstances. The Company will make available to the 

public transmission capacity through ·non-switched, point-to­

point,· private line services. A copy of the Network Construction 

Plan and a map of the proposed network is attached as Exhibit A. 

ICI will operate in Virginia as a reseller and will market 

switched services to the public. ICI will purchase transmission 

capacity from SouthernTel of Virginia and may purchase trans­

mission capacity from other carriers within Virginia. 

- 3 -
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Because of the differing regulatory treatment accorded 

resellers and facilities-based carriers in Virginia and because 

a statewide resale offering may require the purchase of 

w.ATS-type services or similar bulk transmission capacity from 

other facilities-based carriers other than SouthernTel of 

Virginia, the directors of SouthernNet have decided to 

structurally and functionally separate resale and facilit-ies­

based transmission offerings. This separation should eliminate 

the possibility of confusion of the regulatory status and 

treatment of various categories of services and of the utiliza­

tion of other carriers• facilities for resale offerings. 

3. Implementation of Plan. The development of SouthernTel 

of Virginia. into an intrastate and interstate facilities-based 

carrier will be implemented in phases, the first two of which 

will be undertaken simultaneously. 

a. ·Establishment ·o·f Resale ··sus·iness. SouthernNet, 

Inc. is currently engaged in resale operati9ns in Virginia 

through its subsidiary, ICI. ICI-will purchase non-switched, 

point-to-point, private line services from SouthernTel of 

Virginia and will offer switched services to the public. 

ICI may also purchase similar capacity from other appropriate 

carriers within Virginia as the need arises. 

- 4 -
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b. Construction ·and Operation of ·Transmission 

Network. Onder Federal Communications Commission authoriza­

tion and under a Certificate of Public Convenience and Necessity 

issued pursuant to S56-265.4:4.B. of the Code of Virginia, a 

modern transmission network utilizing primarily fiber optic 

technology will be designed, engineered and constructed for 

the purpose of providing service as indicated on Exhibit A. 

The fiber optic cable and related electronic equipment will be 

installed in segments which will become operational in stages 

as completed. As each segment of the transmission network 

becomes operational the Company will offer non-switched, 

point-to-point, private line services on a •carriers' carrier• 

basis, principally offering capacity to resellers. 

c. Interconnection Arrangements with Other Carriers. 

SouthernTel of Virginia is also devel~ping interconnecting 

arrang~ments with other regional carriers in order to offer 

broader and more efficient intrastate and interstate toll 

services. The Company's affiliate, SouthernTel of North 

Carolina, Inc., intends to construct·a similar transmission 

network in North Carolina that will be interconnected with the 

- 5 -
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Virginia network owned and operated by SouthernTel of Virginia, 

Inc. 

d. · ·B·loc·k, ·o·r· ·Pay· Plan - SoutbernTel of Virginia 

plans to offer non-switched, point-to-point, inter-LATA, 

private line services only, and will not terminate two end 

points of the same private line within the same LATA, unless 

and until authorized by law. Therefore, SouthernTel of 

.Virginia will not offer or provide any intra-LATA service. 

Should SouthernTel or ICI using facilities of SouthernTel 

of Virginia decide to provide switched services before January 

1, 1986, they will block all intra-LATA calling, to the extent 

feasible and required by law. They will do so by programming 

their switch to recognize the NPA and NXX codes of the called 

number, and determine the LATA of the call's destination. 

They will then determine whether the call destination is within 

the same LATA as the originating point of presence. If so, the 

call will be blocked. Therefore, the vast majority, if not all 

of the attempts to place intra-LATA calls will be blocked. 

In addition, during the billing process, a determination 

will be made of the number, time of day, and length of any 
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intra-LATA calls which are completed. If there are any such 

calls, the intra-LATA carrier will be compensated for its lost 

revenues by SouthernTel of Virginia, Inc. 

· ·INFORMATI'ON ·I·N ·SUPPOR'l'· ·OF· ·APPLICATION 

4. Request ·for Autho·ri·ty ·t·o ·Provide ·services. By making 

this application and by participating in all proceedings necessary 

to effect the pertinent certification, SouthernTel of Virg.inia •s 

purpose is to comply with this Commission's requirements. 

Accordingly, this Application seeks such approval and authority 

as may be required in order for the Company to provide intrastate 

interexchange telecommunications services throughout Virginia, 

subject to the laws of the State as now or hereafter enacted. 

S. The Applicant. SouthernTel of Virginia, the lawful 

name of the applicant, is a Virginia public service corpora­

tion with its principal office at lOS East South Street, 

Woodstock, Virginia 22664. 

6. ·Authorized Representatives. The name, address and 

telephone number of the Company's counsel of record is Reginald 

N. Jones, of Press, Fenderson, Culler, Jones, Waechter & 

Stoneburner, P.C., 6722 Patterson Avenue, Richmond, Virginia 

23226 [Phone C804) 285-41001, and the name, title, address and 

telephone number of the person who should be contacted in 
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connection with general management of the Company is Warren 

B. French, Jr., Chairman of tbe Board and Director of the 

Company, 124 South Main Street, P. o. Box 246, Edinburg, 

Virginia 22824 [Phone (703) 984-4141]. 

7. Virginia· offices. SouthernTel of Virginia has its 

principal office at the address set out above. The Company 

will establish additional Virginia offices as its operations 

are initiated and expanded and as the need exists. SoutbernTel 

of Virginia will inform the Commission of each new office's 

location and telephone number as soon thereafter as practicable. 

8. State of Incorporation. SouthernTel of Virginia is 

incorporated as a public service corporation in the Commonwealth 

of Virginia. It is, therefore, duly authorized to transact 

business in Virginia. A certified copy of the applicant's 

Articles of Incorporation and Certificate of Good Standing is 

attached hereto as Exhibit B and Exhibit c, respectively. 

9. Services to be Offered. The Company plans to construct 

and operate a principally fiber optic telecommunications network 

to provide intrastate and interstate, interexchange, non­

switched, point-to-point, private line services. 

10. Management. The directors and principal officers 

of SouthernTel of Virginia have the extensive technical, 
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financial and managerial experience needed for the management 

and the execution of the business plans described herein. 

Mr. Warren B. French, Jr., Chairman of the Board of the 

Company, has 37 years of experience in the telecommunications 

industry, 30 years of which have been in Virginia. The back­

ground and experience of each of the principal officers and. 

directors of the Company is described in Exhibit D attached 

hereto. 

11. Financial ·condition ·and ·Ability·to ·Provide the 

·Proposed Service. A consolidated balance sheet of SouthernTel 

of Virginia and SouthernNet as of June 30, 1984 and a consoli­

dated statement of income of SouthernTel of Virginia and 

SouthernNet-for the six months ended June 30, 1984 are attached 

hereto as Exhibit E. Also attached as a part of Exhibit E is 

a balance sheet for SouthernTel of Virginia as of June 30, 

1984. 

12. Public Convenience and Necessity ·will Be Served by 

the ·Granting ·of ·This Application. SouthernTel of Virginia 

intends to provide intrastate and interstate, non-switched, 

point-to-point, private line services in Virginia. The 

construction of a state-of-the-art interexchange transmission 

network across Virginia will enable the Company to provide 

- 9 -



services of a high capacity, quality and efficiency. SouthernTel 

of Virginia will require a statewide Certificate of Public 

Convenience and Necessity in order to accomplish its purpose. 

The Company's modern fiber optic toll network will be beneficial 

to the public by meeting growing needs for high quality tele­

communications service in a more cost-effective manner. 

Based upon the foregoing, it is respectfully submitted 

that the Public Convenience and Necessity will be ser~ed by 

granting SouthernTel of Virginia a Certificate to provide 

the above-described telecommunications services regulated by 

this Commission for the benefit of the public. 

13. Tariffs. The Company does not anticipate offering 

its services until 1985, however, in accordance with the Rules 

of the Commission it has prepared a Channel Service Tariff 

setting forth its proposed regulations and rates. A copy of 

the Channel Services Tariff Containing Regulations and Rates 

Applicable to the Furnishing of Channel Services Within 

Virginia By SouthernTel of Virginia, Inc. is attached as 

Exhibit F. 

WHEREFORE, SouthernTel of Virginia, Inc. hereby 

respectfully prays that the Commission approve SouthernTel 
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of Virginia's Application for a Certificate of Public Convenience 

and Necessity to provide intrastate interexchange telecommunication 

services throughout the state in accordance with the laws of 

Virginia as now or hereafter enacted. 

Respectfully submitted, this the __ 2_ot_h ___ day of 

______ J_u_l_y _______________ , 1984. 

SOOTBERNTEL OF VIRGINIA, INC. 

BY~~~~~~~~~~~~~L~~:::~~--------

Reginald N. Jones, Esquire 
Press, Fenderson, Culler, Jones, 

Waechter & Stoneburner, P.C. 
6722 Patterson Avenue 
Richmond, Virginia 23226 
Counsel for the Petitioner 

Certificate 

1 Attorney for 
Virginia, Inc. 

I hereby certify that copies have been sent to the following: 

Local exchange telephone companies operating in Virginia 
AT&T Communications of Virginia 
Division of Consumer Counsel, Office of the Attorney General 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

APPLICATION OF 
MCI TELECOMMUNICATIONS 
CORPORATION OF VIRGINIA 

u 2 ~ 2 

CASE NO. PUCH40022 
For a ce~tificate of public 
convenience and necessity, 
for approval of its lease 
and service agreement, and 
for authority to set its rates 
based upon competitive factors 

RESPONSE OF MCI TELECOMMUNICATIONS 
CORPORATION OF VIRGINIA TO MOTION 

FOR DELAY IN THE HEARING FILED 
BY THE CHESAPEAKE & POTOMAC 

TELEPHONE COMPANY OF VIRGINIA 

On July 2, 1984, MCI Telecommunications Corporation of 

Virginia ("MCIV") filed its application for a certificate to 

operate as a telephone utility to provide interexchange telephone 

service within the Commonwealth of Vi+ginia pursuant to Title So 

of the Code of Virginia. On July 18, 19~4, The Chesapeake & 

Potomac Telephone Company of Virginia ("C & P") filed a 

Protest1 and Motion for Delay in the Hearing. This memorandum is 

in response to C & P·' s Motion for Delay in the Hearing. 

1c & P's Protest does not comply with Rule 5:16 of the 
Commission's Rules of Practice and Procedure in that it does not 
include "(ii) a full and clear statement of the facts which the 
protestant is prepared to prove by competent evidence, the proof 
of which will warrant the relief sought; and (iii) a statement of 
the specific relief sought and the legal basis thereforo" MCIV 
does not, at this time, move to strike the Protest, but does 
request that C & P comply with the Rules immediately so that MClV 
may prepare for the hearing. 

-1-
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The sole reason for C & P's requested delay is its alle­

gation that MCIV's application is insufficient with regard to the 

"block or pay" provision of Rule 2 of the Commission's Rules 

Governing Certification of Interexchange Carriers. C & P 

acknowledges that MCIV has set forth its plan to inhibit and 

dissuade tts customers from intraLATA calling at this time, and 

C & P offers no complaint·with respect to this part of MCIV's 

plan. C & P, however, states that the "pay" portion of MCIV's 

plan is not sufficient: 

And instead of proposing a plan to compensate 
C & P for toll revenues lost because of so-. 
called "incidental" intraLATA calls, MCI pro­
mises to pay access charges. Application, p. 
7. A promise to pay access charges is not the 
same as compensating local exchange companies 
for lost toll revenues. C & P Protest and 
Motion, p. 2 (footnote omitted). 

C & P next recognizes that it is not only in the public 

interest, but in the interest of C & P not to reject the MCIV 

application. C & P Protest and Motion, p. 3. Finally, c & P 

asks that MCIV be required to amend its Application and present a 

"concrete plan" for compensation and that the hearing on ~lCIV 's 

Application be continued until a plan (presumably satisfactory to 

C & P) is filed. 

The clear implication of C & P's Motion is that a con­

tinuance is needed to protect C & P and to ensure that C & P is 

properly compensated for any incidental intraLATA call. 
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Contrary to the allegations and implications of C & P, 

MCIV's plan to compensate local exchange carriers fully protects 

all local exchange carriers and is as concrete as possible. 

First, each local exchange carrier is protected because 

MCIV specifically stated in paragraph 16 of its Application: 

"MCIV agrees that the charges determined by agreement or by the 

Commission -- in the event of unresoluable dispute -- shall be 

effective as of the date of MCIV's certificate to operate as a 

telephone utility in Virginia." Thus, ,c & P and all local 

exchange carriers are protected. Whether the compensation is 

determined by agreement or by this Commission, it will be effec­

tive as of the date the certificate is granted. 

Granting the certificate to MCIV cannot be detrimental 

to C & P; indeed, it can only be beneficial because, as C & P 

notes in its Motion, this will allow it to collect intrastate 

access charges related to all intrastate calls immediately. 

Second, MCIV's plan for compensation is as concrete as 

possible. MCIV believes that the charges should be based on 

intrastate access charges. Access charges--state and federal-­

were designed to fully compensate local telephone companies for 

the contribution formerly received from toll revenues. Thus 

access charges are a fair measure of compensation for lost reve­

nues due to any incidental intraLATA calling over OCC lines. 

-3-
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C & P states that access charges, which come to ~.10 per minute-­

including origination and termination--for non-premium access, 

amount to less revenue per minute than C & P's average per minute 

revenue from toll calls. But C & P does not reveal what its 

average revenue per minute is for an intraLATA toll call. Nor 

does C & P indicate whether it is taking into consideration the 

fact that access minutes exceed actual conversation minutes. 

OCC's are charged for access minutes before the calling party is 

connected to the number he dialed. Access minutes are also 

charged to the ace even if the calling party receives a busy 

signal or a wrong number. Moreover C & P's assertion that its 

costs are undiminished by not completing toll calls over its own 

lines is belied by its own access tariff which indicates that 

several components of that charge--local switching and local 

transport--are traffic sensitive costs. C & P would incur simi­

lar traffic sensitive costs to carry an intraLATA toll call over 

its own network. 

Moreover, MCIV's plan includes negotiations with C ~ P 

and all local exchange carriers. As the application states, it 

is hoped that the compensation issue can be determined by 

agreement, but if not, the Commission, of course, can decide the 

issues with the determination being effective as of the date MCIV 

is certificated to serve. 

-4-
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As C & P knows, the compensation issue involves major, 

complex factors; first, the appropriate compensation per unit and 

second, the number of units involved. MCIV believes that the 

appropriate compensation should be intrastate access charges. 

C & P apparently disagrees at this time. A study may be needed 

to determine whether these charges overcompensate or are inade­

quate. If agreement cannot be reached, then the Commission would 

have to decide the issue. Further, the determination of the 

number of units subject to payment to C & P is far from clear. 

MCIV is currently working on a method to determine the 

appropriate number of units. MCIV plans to work with C & P so 

that C & P and MCIV can agree on a methodology. If the parties 

cannot agree,. then, again, the Commission would become involved. 

MCI has ·interLATA authority without intraLATA authority 

in nine states. Of these, two, New Jersey and Georgia, involve 

compensation for intraLATA calls. In both of these cases, the 

Commission has granted authority to operate with the compensation 

issue to be determined by agreement or, if necessary, by the 

Commission later. These Commissions recognized that the issue 

was complex, could best be solved by negotiation and should not 

delay the beginning of intrastate competition. This Commission 

should do likewise, especially since the local exchange carriers 

are fully protected by MCIV's commitment to have any compensation 

-5-

240 



determination, by agreement or order, relate back to the date of 

certification. 

In view of the advantage to C & P of prompt cer­

tification and the lack of risk to C & P because of MCIV's com­

mitment to the effective date of any compensation determination, 

the only reason for C & P's Motion to Delay is to gain a nego­

tiating advantage. If C & P can hold MCIV's application hostage 

until the compensation issue is fully determined, MCIV may be 

forced to agree to a prompt, but unfair, solution to this complex 

issue in order to gain entry in Virgin~a. This is particularly 

true at this time, because MCIV has advertised and solicited 

customers in the Norfolk equal access area which will be effec­

tive September 1, 1984. 

This Commission, not C & P, should determine whether . 

MCIV should be allowed to compete. To grant C & P's Motion to 

Delay will not only delay the beginning of equal access com­

petition in Virginia and be unfair to MCIV, but will also force 

the Commission to become involved in these time-consuming, 

complex issues between the parties that can best be settled by 

negotiation. 

The Commission should, like New Jersey and Georgia, 

grant MCIV certification and leave to negotiation or subsequent 

appeal of unresolvable dispute the complex compensation issues. 
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MCIV's plan, which includes complete protection for all 

local exchange companies, negotiations and resolution of disputes 

is fair and as concrete as possible. 

WHEREFORE, MCIV requests that the Motion for Delay in 

the Hearing be denied. 

Respectfully Submitted, 

MCI TELECOMMUNICATIONS CORPORATION 

OFV~~---
B~t1WiilialDSMoore ~ 

Louis R. Monacell 
CHRISTIAN, BARTON, EPPS, BRENT 

& CHAPPELL 
1200 Mutual Building 
Richmond, Virginia 23219 

William F. Marmon, Jr. 
MCI TELECOMMUNICATIONS 

CORPORATION OF VIRGINIA 
1133 19th Street, N.W. 
Washington, D.C. 20036 

Its Atto~neys 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

PETITION OF 
AT&T COMMUNICATIONS OF VIRGINIA 

For authority to set rates and 
charges pursuant to §56-481.1 
of ·the Code of Virginia 

) 
) 
) 
) 
) 
) 

CASE NO. PUC840023 

PROTEST OF 
GTE SPRINT COMMUNICATIONS CORPORATION 

OF VIRGINIA 

Comes now'GTE Sprint Communications Corporation of 

Virginia ("SPRINT-VA"), by counsel, and, pursuant to Rule 

5:16(b) of the Commission's Rules of Practice and Procedures 

and the Commission's Order dated July 9, 1984, herein, hereby 

files its Protest as a party to this proceeding. 

1. SPRINT-VA is authorized to do business in the 

Commonwealth of Virginia as a public service company and was 

incorporated in the Commonwealth as a public service 

corporation on July 18, 1984. 

2. SPRINT-VA is vitally interested in the outcome 

of this proceeding. SPRINT-VA's interest in this proceeding 

is based on the following: 

(a) SPRINT-VA currently competes with AT&T-CV 

for interstate long distance service in Virginia; and 

(b) SPRINT-VA will soon apply for 

certification to provide inter-LATA, inter-exchange service in 
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Virginia a~d, upon certification, will compete with AT&T-CV 

for intrastate long distance service in Virginia. 

3. The facts which this protestant is prepared to 

prove by competent evidence and which will warrant the relief 

sought are as follows: 

(a) AT&T-CV cannot, at this time or in the 

foreseeable future, provide inter-exchange service in the 

Commonwealth on a competitive basis; 

(b) At this time and in the foreseeable 

future, AT&T-CV is and will be the only company capable of 

providing inter-LATA, inter-exchange service in certain 

geographic areas of the Commonwealth; 

(c) At this time and for the foreseeable 

future, AT&T-CV is and will be the only company capable of 

providing inter-exchange service in all geographic areas of 

the Commonwealth; 

(d) At this time and for the foreseeable 

future, AT&T-CV is and will be the only company capable of 

providing direct dial ("dial-1") inter-exchange service in all 

geographic areas of the Commonwealth; and 

(e) At this time, it is not in the public 

interest to exempt AT&T-CV from the provisions of Chapter 10 

of Title 56 of the Code of Virginia and from other regulation, 

pursuant to §56-481.1. 

4. The specific relief sought by this protestant 

is: 
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(a) A determination by the Commission that 

AT&T-CV cannot provide inter-exchange service in the 

Common\'lealth on a competitive basis; 

(b) A determination that exempting AT&T-CV 

from rate regulation at this time is not in the public 

interest; and 

(c) A denial of AT&T's Petition. 

5. The address of SPRINT-VA is: GTE Sprint 

Communications Corporation of Virginia, 1828 L Street, N.W. 

Suite 500, Washington, D.C. 20036. 

6. Counsel for SPRINT-VA are: Deborah A. Dupont 

and Michael B. Fingerhut, GTE Sprint Communications 

Corporation, 1828 L Street,. N.W. -- Suite 500, Washington, 

D.C. 20036; and Frederick C. Williams and James E. Magee, 

Isham, Lincoln & Beale, 112~Connecticut Avenue, N.W. --·Suite 

840, Washington, D.C. 20036. 

GTE SPRINT COMMUNICATIONS 
CORPORATION OF VIRGINIA 

A. Dup t 
Michael B. Fingerhut 
GTE Sprint Communications 
Corporation of Virginia 
1828 L Street, N.W. 
Suite 500 
Washington, D.C. 20036 
(202) 822-0002 

July 20, 1984 

By Counsel 

Wr.-t!k C. k///'-'s/;?t~ 
Frederick c. Williams * - f 
James E. Magee 
Isham, Lincoln & Beale 
1120 Connecticut Ave., N.W. 
Suite 840 
Washington, D.C. 20036 
(202) 822-0002 

* Virginia State Bar 
I.D. Number 014523 
(Active) 



PETITION OF 

COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

AT&T COMMUNICATIONS OF VIRGINIA 

) 
) 
) 
) 
) 
) 
) 

For authority to set rates and 
charges pursuant to § 56-481.1 
of the Code of Virginia 

Case No. PUC840023 

NOTICE OF PROTEST OF 
VIRGINIA EXCHANGE CARRIER ASSOCIATION 

Pursuant to Rule 5:16(a) of the Commission's Rules of 

Practice and Procedure and the Commission's Order of July 9, 

1984, t~e Virginia Exchange Carrier Association (VECA) hereby 

files this Notice of Protest and requests to participate in this 

proceeding fully. VECA is an association of 21 telephone 

companies and cooperatives that provide local exchange service 

throughout the Commonwealth of Virginia. A list of the VECA 

members is attached as Appendix A to this Notice of Protest. 

VECA is interested in this proceeding because its members 

will provide facilities to AT&T Communications of Virginia for 

the origination and termination of inter-LATA, intrastate 

service. As such, the VECA members are vitally interested in 

having full knowledge of the arrangements proposed by AT&T 

Communications of Virginia for the provision of such service. 

Please address correspondence in this proceeding to: 

Ralph L. Frye, Executive Director 
Virginia Exchange Carrier Association 
700 East Main Street 
Richmond, Virginia 23219 
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and 

John w. Riely, Esq. 
Richard D. Gary, Esq. 
Hunton & Williams 
700 East Main Street 
P. o. Box 1535 
Richmond, Virginia 23212 

Respectfully submitted, 

Dated: July 20, 1984 

John w. Riely 
Richard D. Gary 

Hunton & Williams 
P. o. Box 1535 
Richmond, Virginia 23212 

VIRGINIA EXCHANGE CARRIER ASSOCIATION 

ByC2~ Q~C" 
Counsel 

CERTIFICATE OF SERVICE 

I hereby certify that a true copy of the foregoing Notice of 

Protest was mailed, postage prepaid, ·or hand-delivered to Michael 

J. Morrissey, Esq., AT&T Communications of Va., 7611 Little River 

Turnpike, Annandale, Virginia 22003; Hullihen w. Moore, Esq., 

Christian, Barton, Epps, Brent & Chappel, 11th Floor, 1200 Mutual 

Building, Richmond, Virginia 23219; Anthony Gambardella, Esq., 

Assistant Attorney General, 101 North 8th Street, 5th Floor, 

Richmond, Virginia 232i9 and to the Commission's Divisions of 

Communications, Accounting and Finance and Economic Research and 

Development, this 20th day of July 1984. 
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VIRGINIA EXCHANGE CARRIER ASSOCIATION 

MEMBER COMPANIES - 1984 

Amelia Telephone Corporation 

Buggs Island Telephone Cooperative 

Burke's Garden Telephone Co., Inc. 

Central Telephone Company of Virginia 

Chesapeake and Potomac Telephone Co. of Va. 

Citizens Telephone Cooperative 

Clifton Forge-Waynesboro Telephone Co. 

Continental Telephone Co. of Virginia 

General Telephone Co. of the Southeast 

Highland Telephone Cooperative 

Merchants & Farmers Telephone Co. 

Mtn. Grove-Williamsville Telephone Co. 

New Hope Telephone Co. 

North River Telephone Cooperative 

Pembroke Telephone Cooperative 

Peoples Mutual Telephone Co. 

Roanoke & Botetourt Telephone Co. 

Scott County Telephone Cooperative 

Shenandoah Telephone Company 

United Inter-Mountain Telephone Co. 

Virginia Hot Springs Telephone Co. 
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COMMOmiEALTH OF VIRGINIA 

STATE CORPORATION COMl-1ISSION 

PETITION OF 

AT&T COMMUNICATIONS 
OF VIRGINIA 

For authority to set rates 
and charges pursuant to 
Section 56-481.1 of the 
Code of Virginia 

A complete tran.script of the oral arguments 

on motions in the above-captioned matter, when heard 

on July 20, 1984, before the ·Honorable Commissioners 

of the State Corporation Commission, Richmond, Virginia. 

Reported and transcribed 
by: Susan E. Moser 

ASSOCIATED REPORTERS 
OmClAL COURT R.EPO&TElS 

STATE ~&POaATION CO~JON 

. . POST OFf'ICE BOX 119~ 

IUOndOND. VIB.GINIA 23209 
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APPEARANCES: 

Honorable Thomas P. Harwood, Jr., Chairman 

Honorable Preston c. Shannon, Presiding 

Honorable Junie L. Bradshaw, Member 

Robert M. Gillespie, Esquire, 

Counsel to the Commission 

Michael J. Morrissey, Esquire, 

Counsel for the Petitioner · 

Hullihen w. Moore, Esquire, 
and 
William F. Marmon, Jr., Esquire, 

Counsel for ·Mci Telecommunications 
Corporation 

Michael B. Fingerhut, Esquire, 

Counsel for GTE Sprint 
Communications Corporation 

Anthony Gambardella, Esquire, 

Senior Assistant ~ttorney General, 
Division of Consumer Counsel 

Joseph E. Blackburn, Jr., Esquire, 

Counsel for Central Telephone Company 
of Virginia 

John w. Rie~y, Esquire, 

Counset for Virginia Exchange Carrier 
Association 
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2 

3 I N D E X 
~------

4 

5 Argument of: 

6 Mr. Moore Page 6 
Page 44 

7 
Mr. Gambardella Page 25 

8 Page 64 

9 Mr. Morrissey Page 29 

10 Mr. Gillespie Page 67 
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NOTE: The matter is called to be 

hea·rd at 2:00 o'clock p.m., Ju.Ly 20, 1984, 

and begins as follows, viz: 

THE BAILIFF: Case No. PUC840023. 

Commissioner Shannon, presiding. 

4 

COMMISSIONER SHANNON: On July the 

9th, !984, the Commiss1on set the petition of 

AT&T Communications of Virginia for authority 

to set rates and charges pursuant to 

56-481.1 of the Code of Virgini·a, down 'for 

hearing at 2:00 p.m. on July the 27th, 

1984. On July the 18th, we received a 

Motion for Continuance of that date from 

the Attorney General, and on July the 18th, 

we also received a similiar Motion for 

Continuance from MCI Communications 

Corporation ot Virginia. And by Order 

entered on July the 19th, we set for oral 

argument on the mot1ons fiLed by tne Atto~ney 

General and AT&T of Virginia, set that down 

for argument at this time and place, and 

according to the Order, we will give each 
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5 

participating party 20 minutes. I suppose 

the Attorney General and the· MCI tieoole.~will ... ... 

open, and then AT&T can go last and respond. 

And you may want to save some of your time 

to reply, if you do. 

MR. MOORE: Yes, sir, Your Honor. 

I believe that Sprint is here, and I'd like 

to introduce to the Commission, Mr. Michael 

. Fingerhut, who is counsel with Sprint. They 

have, I beLieve, today filed a protest and 

are participating in this case. 

COMMISSIONER SHANNON: But they 

djdn't file a Motion to Continue, I don't 

believe. If they did, I didn't see it. 

MR. FINGERHUT: No, we d1d not. 

COMMISSIONER SHANNON: So you won't 

participate in the argument. You are just -­

MR. MOORE: I think he'd like to. 

COMMISSIONER SHANNON: Well, I don't 

think he can. I think we're going to stick 

to our Order. The onLy people that are 

going to· .participate in our argument are 

the petitio~er~ here. So, I'm sorry, but 

since you did not petition, then I don't 
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2 think you have that right. 

3 Go ahead, Mr. Moore. 

4 MR. MOORE: I would like, before we 

5 
begin, to introduce to the Commission, 

6 
Mr. William F. Marmon, Jr., with MCI. 

7 
Mr. Marmon is counsel with Sprint in 

8 
Washington. 

9 
COMMISSIONER SHANNON: Good to 

10 
have you with us, Mr. Marmon. 

11 
MR. MOORE: He will be working 

with us. 
12 

13 
Let me beg1n, Your Honors, by 

14 
thanking you for giving us the opportunity 

15 
to appear here today, and to make this 

16 
argument. 

' 
' 17 

Earlier this year, the General 

18 
Assembly gave to you a great opportunity 

in the area of telecommunications public 
19 

policy, gave you the opportunity to 
20 

determine 1f competition could replace 
21 

rate regulation for a particular company's 
22 

rates. But it also placed on this 
23 

Comm~ssion~ great responsib£lity and .charge 
24 

that you could deregulate rates only if you 
25 
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determined that the services provided would be 

provided on a competitive basis. That is 

for you to determine for a particular 

company, that the competitive basis 

eliminated the need for rate regulation. 

The statute is clear that this is to be 

a factual determination to be made on a 

company-by-company, case-by-case basis. 

Indeed, the statute suggests three criteria 

you might want to consider: the number of 

other carriers; the geog~aphic areas where 

these other carriers participate; the quality 

of the serv±ees provided by other carriers. 

In your rule-making, you determined that .you 

would, in fact, consider these three criteria. 

Thus, the determination that you have decided 

you_ must make is a factual one, and must at 

least include reference to these three 

criteria. Your determination must, of 

course, be based on facts, not notions, 

not your notion, or my notion, or anybody 

else's notion of how things ought to be, 

may be, ·or should be, but how, in fact, they 

are, what are the facts. 
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2 The General Assembly is the one 

3 that had the notion, and they had the notion 

4 that perhaps competition could replace 

5 rate regulation, but they put the ball to 

6 you. They left it to you to make the 

7 factual determination, case by case, 

8 company by company. They required that 

9 you look at each company's services, and 

10 see if they will provide i~ on a competitive 

11 basis, sufficient to eliminate the need for 

12 rate regulation. This law, of course, became 

13 effective July 1. Four aces have applied 

14 for certification under the new law, and on 

15 July 5, as Judge Shannon pointed out, AT&T 

16 sought deregulation of its rates. It sought 
I 
~ 

17 deregulation of its rates not in a phased 
. 

18 manner, not partially now, not for just part 

19 of the State, but for all of its services, 

20 for all of the areas, for all of its rates 

21 in the entire State. The petition·must be 

22 one of the shortest ever filed before this 

23 Commission. It says simply the aces will be 

24 
provided · a wide array of choices of prices 

25 
and services. We will provide no monopoly 
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2 services, therefore, there must be competition, 

3 and we should be deregulated. 

4 The Commission correctly determined 

5 that a public hearing was needed, provided 

6 that notice would be given, so that there 

7 could be an opportunity for full publ~c 

8 participation. Unfortunately, the hearing 

9 was set for July 27th. That was a little 

10 over three weeks after the petition was 

11 
filed, but it was less than three weeks 

12 
after most of us found out that it had been 

13 
filed and had to begin to try to prepare and 

14 
respond to this move by AT&T. 

15 
AT&T serves the entire State with a 

16 
broad array of services and they want derequla-

17 
tion of their rates now .•. To comply with this, 

18 
the Commission must determine, based on the 

19 
facts in the record, that AT&T's services 

20 
will be provided on a competitive basis, 

21 
such that rate regulation is no longer needed. 

That is a major undertaking. It's a massive 
22 

23 
undertaking. ·It cannot be completed by 

24 
next Frid~y afternoon. What is needed 

between now and the time the decision is made 
25 
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as to whether AT&T should be deregulated in 

this State are a number of things that are 

not possible now. 

10 

First, we need discovery, not just 

a little bit of discovery, but substantial 

discovery, an opportunity to follow up on our 

first group of Interrogatories. If those, 

indeed, are answered, they couldn't possibly 

be answered before Monday or Tuesday. 

Second, we need the Commission 

Staff's involvement in this case. The 

Commission's Division of Economic Research 

and Development was directed by your Order 

of the 9th to be sent a copy of that Order. 

From an economic standpoint, the decision 

of whether to deregulate AT&T for the entire 

State must be one of the decisions of the 

decade. Certainly we should have this 

important division involved in this case. 

Let them make a study, let them make an 

investigation, and file a report that all 

of us can have the advantage of, that all of 

us can look at and respond to, and deal with, 

before the hearing. 

; ·258 
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11 

We also need reports from the 

Local exchange companies. During the rule-

making proceeding, we heard much of equal 

access. Well, equal access is something 

that the local exchanges must deal with. 

And there are 21 of them, but C&P' is 

clearly the largest. But the other 20 

provide over 580,000 lines throughout the 

State. If we're going to deal with equal 

access and see how much, when and where, 

you need to have a report, not from MCI, 

or from AT&T, but from those companies. 

Accordingly, we have filed a request with the 

Commission, a motion, that you enter an order, 

requiring each local exchange to provide a 

report to you, a special report, setting 

forth information about equal access and a 

n~er of other issues we believe is i~portant. 

Finally, we need prefiled testimony 

and an opportunity to have meaningful cross-

examination and rebuttal. What is AT&T's 

theory? ·Who are their witnesses going to be? 

What are they· going to say? We have no idea 

at this time. We cannot cross-examine 

.·, 
·' 259 .. . ' 



1 12 

2 effectively next Friday and help this Commission 

3 develop the facts that it needs to decide this 

4 case unless we have prefiled testimony, unless 

5 we have a chance to adequately prepare and 

6 respond to it. We cannot have rebuttal 

7 witnesses available in this courtroom next 

8 Friday afternoon to respond.to every 

9 potential whim of AT&T. Indeed, that would 

10 fill this courtroom, and is an impossibility. 

11 What we need is a continuance now so that 

12 we can do these things. 

13 The Supreme Court of Virginia 

14 earlier this year in the Vepco case discussed 

15 what due process before this Commission · 

16 involved. I believe that case made clear· 
I 

~ 
17 

that due process had to be more than a theory. 

18 It had to be reality. Without a continuance 

19 in this case, there can be no real due 

~ 
process for the parties. We need a 

21 
continuance. We need a schedule established, 

22 
a schedule that will afford due process to 

23 
the petitioners and ~o the parties, and ensure 

. . 

24 
an adequat~ record for the Commission. 

25 
COMMISSIONER SHA~rnON: Are you 
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suggesting we continue all the cases, all 

the --

13 

MR. MOORE: NoJ no, sir, just AT&T. 

COMMISSIONER SHANNON: tiould you be 

opposed to that? 

MR. MOORE: I would be opposed to 

that, yes, sir. I don't think that's 

necessary. I think AT&T is serving 

throughout the State, they are the dominant 

carrier. That word may not be in vogue in 

this State, but I think that is, in fact, 

the case. They are the only carrier now. 

Clearly, anyone else who tries to enter 

this market must price competitively, m~st 

respond competitively. The questions ~that 

must be asked, and .the answers,. ar.e · ·va·stly · 

different for a new entrant, someone who has 

no authority at all to operate intrastate 

in this Commonwealt~ than they are for AT&T. 

For MCI, there's also the special problem 

of equal access beginning on September 1, 

and as the Commission knows, we have 

solicited customers there, have advised them 

that it was dependent on regulatory approval, 
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2 but we have solicited customers there. And 

3 MCI feels it's very important that they be 

4 they get every chance they can to try to 

5 compete with AT&T. So we would be opposed 

6 to continuing certainly the certification 

7 part of MCI's proceeding. 

8 With the continuance and time to 

9 prepare, we can provide, indeed, all of the 

10 protestants, the Attorney General, all of us 

11 can provide this Commission with the facts 

12 so that you can answer and look at the 

13 questions you should examine. Some of these 

14 issues are, and I'd like to just touch on 

15 some of them. 

16 Equal access, that was the buzz 

17 word at the rule-making hearing. Is that 

18 going to be the answer? If so, how many 

19 will there be? Where will they be? Are 

20 there barriers to entry on competitors 

21 even where there is equal access? Well, the 

22 answer for part of this, we believe, we set 

23 forth in our Memorandum. For right now, 

24 
there essentially is no equal access. 

25 45,000 down in Norfolk -- and I do now 
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2 understand that Burke's Garden is equal 

3 access, and that's 105 lines -- so I think we can 

4 say that of the over two and a half million 

5 
lines in the Commonwealth, essentially none 

6 
of them have equal access, yet AT&T wants 

7 
to be deregulated now. By 1985, still 

8 
statewide, only 40 percent will be converted 

9 
to equal access. That means over a million 

10 
and a half lines without equal access. By 

11 
1986, still 800,000 lines without equal 

12 
access. To look at this, we must look, 

13 
as I indicated, not just to C&P who has 

14 
a~ost two million lines, but also to the 

15 
other 20 local exchange companies that have 

16 
over 580,000 lines. There is, we believe, 

17 
no legal obligation for those-companies 

18 
to provide equal access and there is no 

19 
plan, as far as we know, for there to be 

substantial changes to equal access. We 
20 

may have a notion that equal access will be 
21 

everywhere soon, but this case must be 
22 

decided on the facts,· where will it be. 
23 

We a·lso believe that the evidence ..... 
24 

can show that immediate competition sufficient 
25 
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2 to negate the need for rate regulation will 

3 not occur automatically with equal access. 

4 We may have the notion that equal access is 

5 the answer, but the facts may be different, 

6 and we need time to develop those facts 

7 and present that evidence. 

8 We need also to look at the places 

9 where· equal access will not be; that's 

10 essentially the whole State now, a million 

11 
and a half lines a year from now, and over 

12 
three-quarters of a million the year after 

13 
that. The evidence will show that lower 

14 
access charges do not, do not offset the 

1 15 
lack of equal access. 

16 
Now, to present this to you, we 

... 17 
need to present to you evidence about such 

18 
things as echo suppressors, answer supervision, 

19 
the disadvantage it is that a customer must 

dial 22 numbers rather than eight numbers 
20 

to make a call. We may have the notion that 
21 

lower access charges offset these disadvantages. 
22 

We believe, if given an opportunity, the facts 
23 ~ 

.· 
can show·o~herwise. We can also show we 

24 

believe that over half the phones in this 
25 
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17 

state are rotary-dial. Without equal access, 

a rotary-dial customer cannot call through an 

MCI or Sprint. That means, if we just take 

half, that means right now about half the 

phones will have no effective competition 

at all if AT&T is deregulated. 

COMMISSIONER BRADSF-AW: Where do you 

get your number that only half are rotary? 

MR. MOORE: Only half? 

COMMISSIONER BRADSHAW: I mean 

only half are available for it. Where did you 

get that number? 

MR. MOORE: MCI supplied that number 

to us, and I believe they got it from a 

number that co¥ers the South and it included 

Virginia. Virginia may be different. I can't 

say to you it's right there. The numbers on 

the equal access we obtained through Bell 

Atlantic's Compliance Report that we 

referred to, and we also -- we're not aware 

of any plans for conversion for the 582,000 

lines provided by the other 20 companies. 

And that's the way we developed those numbers. 

If those numbers are right, we're 

.r 265 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

~ 

21 

22 

23 

24 

25 

18 

dealing with essentially half the phones now, 

three-quarters of a million phones next year, 

400,000 phones the year after that. 

COMMISSIONER SHANNON: Mr. Moore, 

let me ask you -- let me interrupt you, if 

I may. Are the independent companies operating 

in Virginia, they're not under any constraint 

or any directive from Judge Greene to provide 

equal access: are they? 

MR. MOORE: That is correct. GTE 

would be the only one that would be, and it's 

my understanding that in a letter to Mr. Wickham, 

dated June 8th of this year, he advised 

Mr. Wickham that because they had no end 

offices with 10,000 phones, they had no 

obligation. It's a three-page letter. But 

I think the sum and substance of it is that. 

COMMISSIONER SHANNON: So as far as 

this case is concerned, you could really forget 

that, because there's no way we can make them 

provide equal access if they don't want to 

do it. 

MR •. MOORE: Well, yes, sir. I think 

that's right. My point is that if equal access 
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is going to be the answer, then certainly 

you've got to look at what is the impact of 

deregulating AT&T everywhere, if, in fact, 

at least with these 580,000 phones, there 

will be no equal access and no guaranteed 

promise of equal access. It doesn't mean 

it's not going to come down the road. 

COMMISSIONER SHANNON: Yeah, if 

the business is there. 

MR. MOORE: Well, but it's not. 

But it takes more than just the business, 

because it takes a tremendous expense from 

the local telephone companies, I believe, 

to make that change, and that will impose 

19 

a tremendous burden on the local customers 

there. So I don't think that's something -­

you're quite correct, the Commission -- I'm 

not going to say what the Commission can do 

as far as if they decided they want·ed to 

require equal access, but I think Judge Greene 

certainly 

COMMISSIONER SHANNON: Judge Greene 

didn't 

MR. MOORE: Did not require it. 

267 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

·12 

13 

14 

15 

16 
l 

.. 
17 

18 

19 

20 

21 

22 

23 

24 

25 

20 

This Commission must be prepared 

and must ask the question in every area of 

the State for every service with and without 

equal access, what if AT&T increased its 

rates 20 percent, 30 percent, 50 percent? 

You can't decide that issue on someone's 

notion of what the customer ought to do, 

or might do, or should do. You've got to 

look at the facts. It's going to take 

some economists to come in, to make some 

studie~to look at the economic factors 

involved, to look at what are the barriers 

to companies coming in. We pointed out in 

our Memorandum that MCI last yeaF spent 

$889 million throughout the country, and 

with exp~nditures like that, they're all 

the way up to two and a half percent of the 

market. So there's a barrier there. 

Also, there are customer barriers. 

This dial -~ the person who has the rotary­

dial only, they've got to buy a new phone. 

They have :the. ~CJst ·:of co·nversion that is, 

I think it's ten dollars and eighty-some 

cents for C&P, but it goes over twice that 
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for some companies, and then they have a 

monthly charge from 25 cents to $5 a month. 

You must look at not only the barriers to 

the companies, but the bar·riers to the __ .. 

customer& But what about the absolute 

monopoly that AT&T has on 800 in-WATS. 

That's something technically, physically, 

21 

MCI can't do. It isn't a question of whether 

they want to, or would like to, or anything 

else: they physically can't do it. And what 

about AT&T's rates? What about rate de­

averaging? Is AT&T going to raise its rate 

out in the western part, where. maybe.· on!y, : in an 

area where there are only rotary dials and 

small numbers of customers, 100, 200, 300 

percent, take- that money and use it as a 

cross-subsidy for areas where there's high 

traffic? All of those issues must be 

examined. 

COMMISSIONER SHANNON: Mr. Moore, 

under the law, don't we have the right to 

pull them baek.under regulation if we find 

that deregula:Eion is not effective? 

MR. MOORE: Yes, sir. I must say 
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2 to you, sir, that I believe -- I don't believe 

3 the statute does say that you must first 

4 determine that it's going to be provided 

5 on a competitive basis. I don't think that 

6 envisions or allows this Commission to say, 

7 we've got a notio.n that it's going to work, 

8 so we're going to let it work, and then if it 

9 doesn't work, we'll fix it then. The statute 

10 envisions and requires this Commission to 

11 look at the facts on a company-by-company 

12 basis and make a determination. Then, if 

13 things change, if AT&T changes after you've 

14 made that determination, then you can pull 

15 it back. But the statute does not envision, 

16 Your Honor, a concept of your having the · 
t 

.. 17 idea that competition should work. It was 

18 the General Assembly that had the idea and 

19 they put it on you-all to go out and look at 

20 the facts and look at AT&T and look at each 

21 case, and then make a determination based, 

22 not on a notion or idea, but on the facts 

23 that competition could replace for the 

24 particular company,,for the particular 

25 services, in a particular area, rate regulation. 
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2 These issues, Your Honors, are complex. 

3 They're difficult. They require time to 

4 develop. These are not issues just the 

5 partisan parties involved are concerned 

8 about. The Attorney General is here today, 

7 and as we cited in our Memorandum, the 

8 Justice Department of the Reagan administra-

9 tion has stated ··at the FCC, that they have 

10 serious doubt about the ability of the OCCs 

11 to represent a check on AT&T's market power. 

12 So it's not as though it's clear by any 

13 means, and you only have the partisan parties 

14 fighting. These are real issues. They must 

15 be faced fairly with due process, and with 

16 an adequate record. 

17 
I ask you today to continue this 

18 case for my client, but also for yourself. 

19 
The decision you make in this case could be 

20 
a landmark one. It will be critical for the 

21 
telecommunications industry in Virginia, 

22 
and it could be a guiding light for national 

23 
policy in this area. Clearly·, the welfare 

. . .. 

24 
of the consumers of Vi.rginia and the 

25 
telecommunications industry will rest on 
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your decision. But the eyes of the nation 

will also be on you in what you do and what 

you say in this case. Let no one in the 

State say that·this Commission made a 

critical d·ecision such as this one without 

due process, and let no one in the nation 

say that what could have been a landmark 

decision was not based on an adequate 

record. We're not saying now do not 

deregulate. We are saying, rather, that 

to make the determination of whether to 

deregulate or not requires facts and a 

fully developed record with due process. 

That cannot happen next· Friday. Without 

an opportunity for full participation by 

all parties, there can be no due process. 

24 

Your record cannot be adequate. You cannot 

take your notion, or my notion, or anybody 

else's and decide this case. You cannot 

simply deregulate AT&T next Friday afternoon. 

It takes.facts and it takes a record. l~at 

we ask is that·you give us, yirginia, and 

yourselves the opportun~ty to develop those 

facts and provide that record~ Then, and only 
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then, can you act to protect the public 

interest. This can be done only, and only 

if this case is continued at this time. 

Thank you. 

COMMISSIONER SHANNON: Thank you, 

Mr. Moore. 

Mr. Gambardella. 

25 

MR. GAMBARDELLA: Thank you, Your 

Honor. 

May it please the Commission, I'll 

be brief, and I'll not cover the ground 

that Mr. Moore has just covered. Our Motion 

for Continuance is fairly simple, and I think 

in all material respects we agree with the 

position that you've just heard. We believe 

that Section 56-41.1 requires a: factual 

determination in this case, and probably 

in others. And you have recognized that,· 

I think, in your Order, where you scheduled 

a hearing, and you scheduled that hearing 

for next Friday. Our Motion for Continuance 

simply requests the time we require to have 

a meaningful .input into that hearing process. 

We think we're entitled to that, and the 
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'2 customers are entitled to that. 

3 The issue we're concerned about, 

4 and Mr. Moore has stated a number of them, 

6 and I think probably all of those are 

8 legitimate subjects in this hearing. But 

7 the issue we're primarily interested in is 

8 what will happen in areas where there is not 

9 competition, where there aren't any other 

10 competitors, where it's only AT&T. That is 

11 the critical question. Those areas may be 

12 larger or smaller, depending on the time 

13 frame you're talking about. They may get 

14 larger or smaller in the future. But that 

16 is the issue that we're concerned about, 

18 and that's the issue we'd like discovered, 
• 
' 17 and a chance to present a case on. And I 

18 think the point was made by a question 

19 Judge Bradshaw just asked Mr. Moore. He 

~ 
asked him where he got a number, about the 

21 
number of rotary-dial telephones. Well, 

~ 
that's the point. I'd like to know what the 

~ 
proof is on that, not only on AT&T's side, 

24 
but also on Mr. ·Moore's side of the case. 

26 
And what I'd really like to impress 
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upon you·is that it is important to do that 

factual inquiry now. It is very important 

for one reason as far as customers are 

concerned, and that is the way the rules 

are structured. Once these companies are 

permitted to enter a competitive sort of 

environment, it then falls to the customer, 

27 

or at least somebody outside the particular 

company involved, to come to you with 

complaints and to establish that that company 

is operating under discriminatory rates or 

rates that are otherwise not in the public 

interest. I believe that's Rule 7, but 

Rule 7 contemplates that somebody else will 

come to you and tell you that the rates are 

no longer--or that the ratepayers are no 

longer protected by the competitive 

environment. And the reason for that is 

that you permitted companies that under the 

Rules who do not -- who are determined to be 

competitive, to be free of any filing 

requirement here, so that yo~ won't have 

their rates.in advance. You won't even-have 

them at all.after the first set of rates filed 
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2 with their certificate. So the burden--and it 

3 will be a heavy burden--shifts to somebody 

4 else to show that rates are discriminatory 

5 in the future. And for that reason, it's 

8 import·ant at the outset to determine that at 

7 least at the beginning, ratepayers will be 

8 protected. There shouldn't be any prejudice 

9 to AT&T. AT&T is functioning now. They 

10 have rates, they have a ce~tificate, they 

11 operate throughout the State. And for all 

12 intents and purposes, they have no competitors 

13 at this point. The other companies have 

14 filed, bu~ that's all they've done. You 

15 haven't decided those cases yet. 

18 COMMISSIONER SiiANNON: Would you 
' ~ 
\ 

17 oppose continuing the other four applications? 

18 MR. GAMBARDELLA: No, sir, I must 

19 say I would not. I recognize the distinction 

20 between, as Mr. Moore puts it, notions of the 

21 fact that MCI will be competitive -- I think 

22 MCI probably can't do anything but be 

23 competitive• .: We recognize t11.at possible 

24 distinction. · "By·· the same token, as far 

25 as we're concerned.-- let me put it this way: 
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2 I don't think it would be a significant 

3 defeat if all of the -- if all of the other 

4 cases were continued, as far as we're 

5 concerned. Now, I know that other parties 

8 
have different interests in this. 

7 In sum, what we're asking here is 

8 relatively straightforward, and that is that 

9 we be given an opportunity to fully participate 

10 
in a hearing which has already been scheduled, 

11 
and which allows AT&T an opportunity to 

12 
fully participate. We think we're entitled 

13 
to that as a matter of law, and we urge you 

14 
to grant our continuance. 

15 
Thank you. 

18 
COMMISSIONER SHANNON: Thank you, 

17 
Mr. Gambardella. 

18 
Mr. Morrissey. 

19 
MR. MORRISSEY: Thank you. May it 

20 
please the Commission, my name is Michael 

21 
Morrissey, representing AT&T Communications 

22 
of Virginia. Until late yesterday afternoon, 

23 
I had-not planne4 on spending today in 

24 
Richmond, but of course, that is always a 

25 
pleasant surprise. I am not surprised, either 
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2 pleasantly o~ otherwise, at the reason we're 

3 here today. In fact, I believe the various 

4 pleadings filed by MCI make both this 

5 Commission and myself prophets in our own 

8 time, with certain of our predictions 

7 coming true in a very short period of time. 

8 Specifically, the MCI pleadings demonstrate 

9 the wisdom of this Commission in emphasizing 

10 in its Order establishing the rules and 

11 regulations for all interexchange carriers 

12 that all carriers be able to compete equally 

13 and fairly in the marketplace, and not 

14 compete in the hearing room. MCI'~ pleadings 

15 demonstrate what we warned about, and what I 

16 am sure the Commission was aware of in 
( 

' 17 presenting its Order, that if there are 

18 differing degrees of regulation, carriers, 

19 such as MCI, who claim to be non-dominant, 

~ 
will claim that they should be given 

21 
regulatory flexibility. They will also 

22 
insist that their major competitor be 

23 
subject to more regulation a~d use that 

24 
regulatory-process for their competitive 

25 
advantage. In this way, the benefits of 

278 



1 31 

2 competition will not go to Virginia customers, 

3 but will go to particular competitors, such as 

4 MCI. 

5' I notice in a response to a question 

8 from Judge Shannon, Mr. Moore was very quick 

7 to say yes, all his wonderful arguments 

8 about due process should apply to AT&T to 

9 delay their hearing, but should not apply 

10 to MCI. 

11 I'll first address the pleadings of 

12 MCI, and then the request for continuance 

13 filed by the Attorney General's Office. 

14 Before I do so, I think I should refer to 

15 the Interrogatories filed by MCI and the 

16 Attorney General's Office. Pursuant to the 

i 
' 17 Commission's Order, we will respond to the 

18 Interrogatories by the end of the day on 

19 Monday. Let me state affirmatively now 

20 that certain of the Inter~ogatories from 

21 MCI, not the Attorney General's Office, 

22 
request· proprietary information, which are 

23 
of great market·±ng value to MCI as a 

24 
competi~or~ Such requests are typical 

25 
of the abuses of the regulatory process 

279 



1 32 

2 employed by MCI and which will be employed 

3 in the future if uneven regulatory oversight 

4 is applied to·AT&T. We will not turn over 

5 such information to MCI or to any other. 

8 
competitor. We will, of course, turn over 

·7 all such pertinent information to this 

8 Commission and to the Attorney General's 

9 Office, pursuant to protective arrangements 

10 which they have the authority to grant.· 

11 I say that now so there will be no surprise 

12 on Monday afternoon when we respond to the 

13 Interrogatories from MCI. This position is 

14 not a new one. We have been -- we have 

15 
expressed our concern on this proprietary 

18 information matter, both in our comments 

- 17 
in this proceeding and in other proceedings. 

18 Turning to the substance of the 

19 MCI petition, they make essentially three 

~ 
major points. The first one which Mr. Moore 

21 
discussed at length was the shortness of time 

~ 
between AT&T's filing and the hearing date 

23 
of July 21th. They stated this does not allow 

24 
for due· ·process for complete or meaningful 

. 
~ 

cross-examination and Interrogatories. 
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2 What b~CI fails to state, although Judge 

3 Shannon was quick to point it out, that its 

4 same application in Case No. 840022 was 

5 filed on July 2nd, 1984, only three days 

6 before AT&T's, and that hearing is also 

7 scheduled for July 27th. If there are 

8 grounds for delay on action on AT&T's case, 

9 which we do not believe there are, then MCI's 

10 application must also be de~ayed, and subject, 

11 I might add, to the same Interrogatories and 

12 the same procedures it suggests for AT&T. 

13 The statute makes no distinction between 

14 the procedures to be applied to AT&T and 

15 MCI. In fact, the statute makes it clear 

16 that procedures are to be applied equally. 
l 
t 

17 AT&T will, in fact, present full 

18 testimony, not notions, not opinions, but 

19 facts and evidence on July 27th, including 

20 
the testimony of Dr. Frank Alessio, Mr. Doug 

21 Wilcox, and Mr. John Schell, experts in 

22 
their respective field, who will address 

23 all the issues that have been discussed 

24 
by Mr. Moore. These people, these experts, 

25 
have testified before in similar type proceedings 
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2 involving MCI. What they say should be of 

3 no surprise to MCI. It may be of some 

4 chagrin to MCI, but it will be of no surprise. 

5 The second ground for the dismissal of 

6 the AT&T petition is that AT&T is the only 

7 competit~ve carrier in Virginia, and the 

8 · only one which will provide service throughout 

9 the State. I believe that MCI's petition 

10 contradicts the first part ~f that argument. 

11 If you turn to the top of Page 2 of MCI's 

12 petition, MCI states as topic A, that it is 

13 presently competing with AT&T for interstate 

14 long-distance service in Virginia. What it 

15 fails to state, but what Mr. Moore admitted 

16 before this Commission on June 19th, was that 
I 

to 
17 it's also providing intrastate service in 

18 Virginia. Mr. Moore, to credit his remarks, 

19 did state that it was incidental to their 

20 
interstate service. I recall that statement 

21 was greeted with general laughter in the 

22 
hearing room, and it deserves such. Under 

23 MCI's defini~ion and logic, ~11 of AT&T's 

24 intrastate·service in Virginia is incidental. 

25 Only 20 percent of the total AT&T Communications 
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2 revenues come from the intrastate market. 

3 Of that 20 percent, probably not more than 

4 one percent involves Virginia intrastate 

5 service. That is a large one percent, however. 

6 As a result, it could be called, under MCI's 

7 definition, incidental. We do not call it 

8 such, and we do not believe MCI's intrastate 

9 service is incidental either. 

10 The second part o~ the argument 

11 wasthat AT&T serves all parts of this State, 

12 and that should be used as justification to 

13 treat AT&T separately. I'm not surprised 

14 by .. that argument. I believe I addressed it 

15 on June 19th, where we stated, contrary to 

16 what had been traditionally proposed, that 
I . 
' 17 carriers be required to provide service 

18 to all parts of the State, that that should 

19 not be a precondition, should not keep 

2Q. competitors out of Virginia who do not 

21 
want to serve the entire part of the State. 

22 
But I also knew at that time that that 

23 
would be used against us, as it was. 

24 
Because we ha~e made the commitment to 

25 
serve the rural areas that the Attorney 
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2 General is concerned about, because we have 

3 done that for a hundred years, and we 

4 continue to do so, and in spite of the 

5 fact that MCI has made no commitment to·do 

8 so,. nor· will they make such a commitment, 

7 that is being held against us, and is used 

8 as a grounds to put mor~ regulatory strictures 

9 on us. That commitment, while we are on it, 

10 I know is a concern of the Attorney General's 

11 Office, and I know it -- and I believe it is 

12 a real one -- we have stated as a corporate 

13 policy that we will continue to serve the 

14 rural areas, and we will not rate de-average 

15 in those areas. We are prepared to make that 

16 commitment in any form the Commission desires, 

' .~ 
17 from the highest levels or level of management 

18 of AT&T. 

19 The third area is the red herring 

20 
which is constantly raised, of access to the 

~ 

21 local exchange, and particularly equal access. 

22 
The essential _basis is the other carriers 

23 
other competitors, do not sh~re the same 

24 
quality of. access as AT&T, and therefore, .. 

25 
they cannot compete effectively. The amazing 
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2 performance of MCI and other carriers in the 

3 last three or four years, in spite.of that 

4 difference in access, belies that assertion. 

5 If we look closely at the arguments made 

6 in the Memorandum regarding equal access, 

7 you will see that they have nothing to do 

8 with what type of regulatory constraints 

9 should be applied. MCI and the OCCs can 

10 today, and could have before divestiture 

11 in Virginia, achieved, if they wanted to pay 

12 for it, a superior form of access, which 

13 would have resolved most of the technical 

14 problems alluded to by Mr. Moore. Feature 

15 Groups B and c are available ·in total 

18 in probably 94 percent of all end offices 

' 17 served by C&P. In all fairness, let me 

18 qualify this, so there is no misleading 

19 statement. Feature Group B, which does 

20 resolve most of the problems raised by 

21 Mr. Moore, including quality of transmission, 

22 the use of Automatic Number Identification, 

23 and th~ .~s.e of rotary dials, is available 
\· . 

24 
in 60 percent of C&P's end offices. These 

25 
facts, and other facts or· is·sues raised by 
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2 Mr. Moore, were, in fact, presented 

3 fully to this Commission less than 

4 a year ago in Case No. 830020. They were 

5 presented and were not controverted. 

6 Mr. Moore also attempted to shed 

7 alligator tea~s about the areas served by the 

8 independents. Experience has borne out, that 

9 in many cases, those are areas that MCI 

10 will never have any intere~t in serving. 

11 But let's, ·just for a minute, look at the 

12 particulars that they have raised in their 

13 Memorandum concerning equal access. If we 

14 turn first to Page 6 of the Memorandum, to 

15 reiterate the point I just made, MCI requests 

16 that certain answers regarding equal access 
l 
~ 

' 17 be answered. All of these questions were 

18 addressed and answered fully in Case No. 

19 830020. However, we will have Mr. Schell, 

.20 who is probably one of the leading experts 

21 in the country on this issue on July 27th, 

22 to address these issues fully. 

23 To turn to Page 8, .and also on 

24 16, as well·as Mr. Moore's remarks.regarding 

25 
the use of rotary telephone service, and the 
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2 fact that they are then precluded from 

3 competition in those areas. In fact, that 

4 statement is not true. We dispute his 

5 figures on the numbers of eustomers who 

6 actually have TOUCH-TONE, and what is more 

7 important, the figure in Virginia, I am told 

8 by information that· is before the Comrnis·sion 

9 presently, is in excess of 90 percent of 

10 customers have access to TOUCH-TONE service. 

11 But besides that, rotary service can be 

12 used by customers to take ace service. 

13 COMMISSIONER SHANNON: Isn't 

14 whether you have a TOUCH-TONE or a rotary 

15 phone, Mr. Morrissey, isn't that largely 

16 a matter of customer choice? 
i • 

" 17 MR. MORRISSEY: Yes, absolutely. 

18 COMMISSIONER SHANNON: They pay 

19 a little more for the TOUCH-TONE. 

20 
MR. MORRISSEY: That is absolutely 

21 
correct. And in all fairness, the device 

22 
you would. have to .purchase if you had a 

23 
rotary phone and did not want to buy TOUCH-

. ; 

24 
TONE but yet wanted to use MCI, you could . . 

25 
buy a device in Radio Shack for less than 
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2 $25, and if you beliege the savings that 

3 MCI promises its customers, that's more than 

4 made up in the first month or two of the 

5 service with MCI. But, Judge Shannon, don't 

8 take my word for it. Let MCI and Sprint 

7 speak to this issue. I received -- although 

8 this is not the copy I received at my home 

9 but this was mailed to Mr. David K. Hall 

10 of Fairfax County from Sprint. It says, 

11 "No installation is required and there is 

12 . no set-up charge. For a $5 monthly subscription 

13 fee, you'll have access to the thousands of 

14 communities in the Sprint network. All that's 

15 needed is an ordinary push-button phone. 

16 In fact, even if your phone has a rotary 
... 
=\. 

17 dial, our simple and inexpensive conversion 

18 device will adapt it in seconds." 

19 And so that I don't leave out 

20 
MCI, they state in an ad circulated in 

21 
Virginia periodicals, "With the new MCI 

22 
Advantage Service, you will dial every 

23 
number exactly as you would with Bell. You 

24 
simply d·~al the area code and the local 

25 
number. You use the same phones you're 
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2 already using, either push-button or rotary, 

3 and there are absolutely no extra numbers 

4 to dial." So it can be done. There are 

5 some costs involved, but everything we do 

8 in the service that we provide involves 

7 costs. 

8 Finally, I would refer you to 

9 the footnote on Page 15, in which the 

10 statement is made that on an intrastate 

11 basis, the ·.discount ·for the aces. wi'll 

12 be not as great as at the interstate level. 

13 In fact, as a practical matter, that is not 

14 true. The present discount for OCCs operating 

15 in Virginia for intrastate access is 100 

18 percent. Not one of these carriers pay 
• 
\ 

17 access as they're required to do for their 

18 intrastate service. And in those states, 

19 so there's no technicality with the Virginia 

20 law, in those states such as Maryland, where 

21 they have been granted certificates to 

22 operate, are ~equired to pay the intrastate 

23 access charges·, such as in your. neighboring 

24 state· of Maryland, to this date, they have 

26 paid not one cent in intrastate access. 
~ 289 
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2 And that brings me to the proposa.l, 

3 or the filing made by the Attorney General. 

4 I can understand the concerns, and we are 

5 sympathetic to the concerns of the Attorney 

6 General. I previously indicated our commitment, 

7 which we think is a strong one, and one that 

8 should be of concern to the Attorney General 

9 regarding rural customers. We will emphasize 

10 that commitment and make it. perfectly 

11 clear on July 27th. But we wonder why was 

12 no petition filed by the Attorney General's 

13 Office regarding UCI. They have the same 

14 time frame that they've requested for their 

15 case to be heard and for the same Interrogatories 

16 and procedures which the Attorney General seems 
~ 

" 17 to want to apply to us should.be applied to MCI. 

18 Furthermore, MCI has nowhere made 

19 any commitment to serve the rural areas, 

20 which the Attorney General appears to be 

21 concerned about. 

22 
And third, there is a large body of 

23 record before this Commission that indicates 

24 that MCI a:lready is providing intrastate 

25 service in violation of the laws of this 
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2 State, and is not paying intrastate access 

3 charges. On the other hand, AT&T Communications 

4 is abiding by the laws of the State, and we 

6 really question why are we being singled out. 

6 
In conclusion, I would say that 

7 it is clear from us -- clear to us that the 

8 clear intent of the statute has been acted 

9 upon by the Commission properly, that all 

10 carriers be treated on a level playing field, 

11 
and with equal treatment. And consistent with 

12 
that statute, we believe that these petitions 

13 should be denied. 

14 Thank you. 

16 
COMMISSIONER SHANNON: Thank you. 

18 
Mr. Moore, you used 23 minutes. 

~ 
~ 

" 17 
MR. MOORE: I'm sorry, sir. 

18 
Could I charge some of that maybe 

19 
to some questions, Judge? 

COMMISSIONER SHANNON: Yes, yes, 
20 

21 
you can. I'll·give you five minutes then. 

22 
I'll tell you, Mr. Gambardella 

23 
didn't use but just about he didn't use 

24 
more than five minutes. 

25 
MR. MOORE: I won't take long, Judge. 

~ 291. 



1 44 

2 COMMISSIONER SHANNON: Okay. 

3 MR. MOORE: I want to make several 

4 points. First, as far as our -- the allegation 

5 that the due process only goes to him and not 

8 to us, it simply isn't correct. You've got 

7 to apply the same rules. The same thing 

8 ought to apply. If someone asks for a 

9 continuance and can suggest to this Commission 

10 and present to this Commission that the issue 

11 of deregulating MCI will be complex, will 

12 involve these issues, will need all these 

13 things they can't get any other way, then 

14 you need to consider whether there ought 

15 to be a continuance. As far as I know, 

16 no one has objected as far as the petition 
I 
\; 

17 to deregulate MCI is concerned. When that's 

18 made, it ought to be dealt with, and you 

19 ought to look at it with exactly the same 

20 factors that you look at it with AT&T. 

21 COMMISSIONER BRADSHAti: Mr. Moore 

22 MR. MOORE: Yes, sir. 

23 COMMISSIONER BRADSHAW: Does due 

24 process a~so mean that everybody comes out 

25 of the starting gate at the same time, 
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2 if you're running a race? 

3 MR. MOORE: We're not in a race, 

4 Judge. I'm not trying to evade your 

5 question, but --

6 COMMISSIONER BRADSHAW: I mean, you 

7 want to continue one and not -- I mean, I'm 

8 just talking about due process. Due process 

9 means fairness. Is it fair to let two people 

10 compete and one get a head $tart or jump 

11 on the other one? 

12 MR. MOORE: Well, I would -- no. 

13 But if I may add to that --

14 COMMISSIONER BRADSHAW: I mean, 

15 even if no one asks for it? 

16 MR •. MOORE: When we're dealing 
( 

.~ 
17 with this concept of the level playing 

18 field, you know, you should, you should treat 

19 all equals alike. But the most unfair, 

20 unequal thing to do ~s to treat unequals 

21 precisely alike. And if, indeed, AT&T is 

22 serving everywhere, and it really doesn't 

23 matter whether we want to, or we can't, 

24 or whatever, but if w~ are not going to 

25 serve in Grundy, Virginia, then you've got 
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2 to take that fact into consideration when you 

3 decide whether you're going to deregulate 

4 AT&T's rates in Grundy, Virginia. It doesn't 

5 matter why or what anybody's commitment is, 

8 you've got to look at that, and as far as, and 

7 if it takes longer to make that determination 

8 for AT&T than it does for MCI, then you should 

9 take longer. You should take as long as 

10 it needs. And if it takes ~ long time for 

11 MCI, then you ought to take a long time. 

12 You ought to have a continuance. I don't 

13 think anybody's asked for one. 

14 COMMISSIONER BRADSHAW: But you're 

15 opposed to one for you; that's what I mean~ 

16 MR. MOORE: I oppose it, Your 
I '. :'- 17 Honor, because I don't think it's necessary. 

18 COMMISSIONER BRADSHAW: I mean, 

19 Judge Shannon's question. 

20 
MR. MOORE: Yes, I particularly 

21 
oppose any continuance of our certificate. 

22 Now, we've asked for several things. We 

23 filed an app~ication for a certificate of 

24 
authority.to do·business, and a certificate 

25 and a petition to be deregulated. So they 
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2 are combined. We have also asked for 

3 approval under the Affiliates Act if our 

4 rates aren't· deregulated. So if we 

5 certainly object to any continuance of the 

6 
certification for MCI to be allowed to 

7 commence business. We also don't think 

8 it's necessary and nobody's asked for 

9 one. And I don't believe AT&T has protested 

10 in our case or has asked for a continuance 

11 in our case. 

12 
COMMISSIONER BRADSHAW: No, no one 

13 asked. Judge Shannon asked --

14 
COMMISSIONER SHANNON: And you 

15 
opposed it. 

16 
MR. MOORE: Right, yes, sir. I 

. t 

·' 17 
don't think it's necessary. If the Commission 

18 
decides it's necessary, and the hearing is 

19 
going to be as long aad as complicated as 

20 
AT&T's, then, yes, you ought to have a 

continuance. But it's obviously not. And 
21 

as far as-- the second'point I'd like to 
22 

23 
touch on,- was ~r. Morrissey's argument of . -

24 
his case,_ ·-and. I think he did a great job. 

25 
He told you about Feature Group D, and B, 
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2 and c, and XYZ, and what's going to happen 

3 here, and he disputes our facts, and all that, 

4 and that's why we need discovery. That's why 

6 you shouldn't do it ne~~ week, shouldn't 

8 have a swearing contest over here next 

7 week, where some people from Sprint, or 

8 MCI, or the Attorney General's Office, are 

9 trying their best to present a good record 

10 to this Commission where y~u have the facts. 

11 And the AT&T people say that's not so, and 

12 having us try to shoot from the hi~ with 

13 isn't it true such and such is the case, 

14 when we didn't know what he was going to say 

15 until after the words were out of his mouth. 

18 As far as the access to the 
:t 
',t_ 

17 TOUCH-TONE and the idea that it is the 

18 customers' choice, it certainly is, Judge. 

19 I think it is. Ninety-some percent can 

20 
convert to TOUCH-TONE, but that cost, as 

21 
we pointed out in our Memorandum, can go up 

22 
to convert, .up to $22. The monthly charge 

23 
can be $5 / I 've seen one of the devices 

24 
that Mr. Morrissey talked about. You clip 

25 it on, and punch some buttons, and it emits 
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2 some sounds, and maybe one or two people wi!l 

3 do that, and certainly my client is going 

4 to· try to get people to do it, but you need 

5 to have evidence to see w~ether that works, 

8 how effective it is, and how it affects 

7 competition. 

8 CHAIRMAN HARWOOD: You wouldn't 

9 be selling something that wasn't effective, 

10 would you? 

11 MR. MOORE: No, sir, whether it is 

12 effective for competition, whether our 

13 advertis·ing is· effective. 

14 CHAIRMAN HARWOOD: You shouldn't 

16 be advertising something --

16 MR. MOORE:· Absolutely not. I've 
f 

" 17 seen one, I've operated one, as a matter of 

18 fact. It works. What I said, Judge, or what 

19 I meant to say -- and I don't know whether 

20 
I said it or not -- was that you need to have 

21 
facts to determine whether that advertising 

22 
is effective so that in the rotary-dial 

23 
areas there. is effective competition. That's 

24 
what I mee~:P·. by. effective, the device works. 

25 
CHAIRMAN HARWOOD: Well, won't the 
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2 market .face-- the customers tell you·quickly 

3 whether it's effective or not? 

4 MR. MOORE: ~es, sir, and I think 

5 the answer is that it's not. Not many people 

8 
are doing that, and so as a result, AT&T 

7 
has a virtually absolute monopoly in the 

8 
rotary-dial market. And they can talk about 

9 people can go this and can do that, and the 

10 
other, but you need evidence to see what, 

11 
in fact, people are doing. It's going to 

12 
take time to develop that evidence. 

13 
CHAIRMAN HARWOOD: Wouldn't the 

14 
marketplace and people using or not using 

15 
a product, as whatever price competitors 

16 
choose to charge under whatever condition~ 

I 

" 17 
be the most effective regulator and tell 

18 
everyone as to whether you are doing it well 

19 . or not? 

MR. MOORE: Your Honor, with all 
20 

21 
due respect, I suspect that's a notion, 

and it's a notion the General Assembly had, 
22 

23 
and I t~ink that the statute says you are 

24 
to look; in· "this case at AT&T, and see 

25 
whether, in fact, there will be competition, 
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2 whether, in fact, these devices, the fact 

3 that they have to dial· 22 numbers, the 

4 echo suppressors, the answer supervision, 

5 what is the cost of that? How does that 

8 affect competition? How will competition 

7 be .affected where you don't have equal access? 

8 You need also to look at what happens 

9 in areas where you do have equal access. Now, 

10 I'm not -- needless ·to say, I think at least 

11 at this time, my client would disagree with 

12 your conclusion, what we're saying today 

13 thouqh.is, you need· to have a full, and 

14 complete, and fair due process hearing to 

15 determine that, and that can't happen next· 

16 Friday afternoon. And we submit you can't · 
l 
'\ 17 deregulate AT&T next Friday afternoon if you 

18 don't have such a hearing. 

19 COMMISSIONER SHANNON: What kind of 

20 time frame are.you talking about? A year? 

21 Two years? Or what? 

22 MR. MOORE: Time for what, the 

23 hearing? 

24 COMMISSIONER SHANNON: To make this 

25 determination. You say it's a notion. 
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2 ·obviously the question-- ~ver a period of years, 

3 the Commission does develop some degree of 

4 expertise in these areas, if we work at it 

6 regularly, but can it be made in two weeks, 

8 or can it be made in six months, or a 

7 year? 

8 MR. MOORE: Your Honor, I'm not 

9 challenging the·Commission's expertise in this 

10 or any other area --

11 COMMISSIONER SHANNON: I'm not 

12 suggesting you are. 

13 MR. MOORE: But I'm saying you've 

14 got to have a record, Judge. You've got to 

16 have a record. 

16 
COMMISSIONER. SHANNON: All right. 

I 

:~ 17 MR. MOORE: And I would think it 

18 would take at least 90 days fQr there to be 

19 sufficient discovery, prefiling of testimony. 

20 
I would think, as I said earlier, the 

21 
Economic Research Division, this is going 

22 
to be the economic decision of the decade 

23 
for this state, to deregulate AT&T for the 

24 
entire State of Virginia for everything, 

25 
and not have the Economic Research Division 
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2 of the Commission make a report that will 

3 benefit all of us, let us all deal with that. 

4 That needs to happeno I think it's going 

5 to take 90-plus days. 

6 COMMISSIONER BRADSHAW: You don't 

7 want 90 days for yo.ur client? 

8 MR. MOORE: I don't think it's 

9 necessary. If somebody could show us it's 

10 necessary, then, yes, you ought to take 90 

11 days. I'm not taking -- and I don't want 

12 you to think that I'm taking a different 

13 view with respect to MCI than I am with AT&T. 

14 I am.saying to you that I think it is 

15 proper to say that MCI or the AT&T case, 

16 rather, is like a very large Vepco rate 
t 

i\ 
17 case and that MCI is mo·re like a· small· water 

18 company. And you don't take six weeks 

19 with a small water company. The issues 

20 are not that complex. 

21 COMMISSIONER SHANNON: You haven't 

22 been representing some small water companies, 

23 apparently~ 

24 COl-1MISSIONER BRADSHAti: Mr. Riely 

25 will call you.down on that. 
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2 MR. MOORE: I trust you have my 

3 point though. 

4 COMMISSIONER SHANNON: Well, Mr. Moore, 

5 let me ask you this though: Would you be 

8 opposed to putting them all under the 

7 regulated umbrella for a period of time, 

8 your clients as well as the other aces 

9 that have come in here? 

10 MR. MOORE: Your Honor, could I ask 

11 for a recess? 

12 I -- I'm opposed to it because I 

13 
think you need to look·at it on a case-by-case 

14 basis, and I think MCI is going to have to 

15 
come in here and MCI is going to have to show 

18 
this Commission that there is going to be 

'i 

'i" 17 competition, and they are not going to be 

18 
able to price freely. They're not going to 

19 
be able to price above AT&T and still operate. 

20 
'They're going to have to compete. And I think 

21 
that you need to look at the same kinds of 

22 
things. It's much more difficult with 

23 
AT&T, because you have these added factors 

24 
of equal access and non-equal access. 

. 
25 

CdMMISSIONER SHANNON: Of course, 
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2 only the marketplace, in the final analysis, 

3 will determine the answers to your questions. 

4 MR. MOORE: I submit, Your Honor, 

5 that this Commission was charged by the. 

6 General Assembly to make a factual 

7 determination that the competitive basis 

8 will eliminate the need for regulation 

9 before you deregulate. 

10 COMMISSIONER BRADSHAW: Let me ask 

11 you a question, Mr. Moore. Suppose we make 

12 this factual determination you're talking 

13 about. Would you rather for us to make 

14 it on the 27th of this month, or make them 

15 
all 90 days from now, if you had your choice, 

16 
realizing that you've already advertised 

• 

' 17 
in the Norfolk area to be down there in 

• 18 ;) 

September? 
~ • 
; 19 II 

MR. MOORE: Well, if all you 

20 
continue 

COMMISSIONER BRADSHAl"l: I mean all. 
21 

22 
MR. MOORE: No, if I may say --

23 
COMMISSIONER BRADSHAW: I'm not 

24 
saying we're going to do it. If you had your 

25 
choice between the two. 
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· MR. MOORE: Let me -- if I can ask 

a question for clarification. 

If what you're talking about is 

all AT&T has before it is the petition to 

deregulate. We have before you an application 

to be certified to operate as a telephone 

company in Virginia. Now, we need that by 

September 1. That is a separate question 

from whether we're· deregulated. In other 

words, you can approve that. 

COMMISSIONER BRADSHAW: I understand. 

MR. MOORE: What you're talking about 

is only the petition on deregulation, not 

our certificate. 

COMMISSIONER BRADSHAW: Well, I really 

had in mind both. They go together. 

MR. MOORE: Well, of course, AT&T 

argued like the dickens that they shouldn't 

go together. I'd like to put a little bit 

of that on them. But you can -- the framework 

allows you to approve a certificate of 

authority·to operate with the rates. We 

then woula, as. I understand it, be able to 

lower our rates with no problem, because they'd 
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2 be -- we'd be regulated, but we could. lower 

3 the rates with no problem. If we wanted 

4 to raise our rates, we'd be regulated, 

5 and we would have to come to this Commission 

8 and have a rate case, and that, as a practical 

7 matter, for MCI would be -- would be impossible. 

8 So what you're ·asking is how long I hope 

9 you're asking me how long a period could we 

10 operate before we had to have that freedom 

11 to price as we wanted, but not to operate. 

12 COMMISSIONER BRADSHAW: That's not 

13 what I asked. 

14 MR. MOORE: Well, then I've got 

15 to say we --. you decide them both -- I will 

18 say to you that I don't our position is 
I 

~ 17 you can't decide the AT&T, because you can't 

18 have the record.--

19 COMMISSIONER BRADSHAW: Well, assuming 

20 
.that we can, assuming that we can, after a 

21 factual determination7 had you rather for it 

22 
to be on t~e 27th, or hear everybody in 90 

23 days? 

24 
MR. MOORE: Can I consult with my 

25 client? 
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2 COMMISSIONER BRADSHAW: Well, I think 

3 I know what your client is going to say, but 

4 you can ask him. 

5 MR. MOORE: I think I know, too. 

6 
COMMISSIONER SHANNON: This is oral 

7 argument. I don't think it's 

8 MR. MOORE: I think it is very --

9 COMMISSIONER SHANNON: You've got 

10 to have a certificate to operate. MCI is 

11 not legally in Virginia yet. 

12 MR. MOORE: That is correct, sir. 

13 And we need that certificate, and that's a 

14 separate issue from the petition to deregulate. 

15 And we·get a certificate --

18 
COMMISSIONER SHANNON: You might 

I 
~ 17 get a certificate and be a regulated carrier 

18 MR. MOORE: Be a regulated carrier, 

19 just like AT&T is, for a period of time. 

20 
But I didn't understand that was Judge 

21 
Bradshaw's question. Can it be? 

22 
COMMISSIONER BRADSHAW: We'll pass. 

23 
Just strike the question. 

24 
· MR. MOORE: I'm not trying to evade 

25 you, Judge.· 

306 



1 59 

2 COMMISSIONER BRADSHAW: I understand. 

3 MR. MOORE: I just think it's 

4 critically important that we have that 

5 certificate on September 1. 

6 COMMISSIONER SHANNON: I think that's 

7 the point you're ~aking. Because if you 

8 wait 90 days, you can't operate. If you are 

9 operating, you're operating illegally. 

10 MR. MOORE: Yes, sir, we are not 

11 going to offer any services on an intrastate 

12 basis in this state until we have that 

13 certificate, sir. 

14 COMMISSIONER SHANNON: Offer or 

16 provide? 

16 (Laughter) 
l 
\ 

17 MR. MOORE: There may be --

18 COMMISSIONER SHANNON: You don't 

19 have to answer that. 

20 (Laughter) 

:a 21 MR. MOORE: We're not going to offer 
c 
J 
c 
II 
~ 

22 any, Judge. 

23 COMMISSIONER SHANNON: I know. I 

24 know. 

26 MR. MOORE: MCI takes its obligations 
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2 to abide by the law very seriously, and we 

3 can joke about it, but it really isn't a 

4 joking matter, and we are going to comply 

5 with the laws of the Commonwealth. 

8 
COMMISSIONER BRADSHAW: And when 

7 those little commercials say call anywhere, 

8 ·isn't that providing anywhere? 

9 MR. MOORE: No, sir. 

10 COMMISSIONER BRADSHAW: Oh, okay. 

11 (Laughter) 

12 CHAIRMAN HARWOOD: Mr. Moore, let me 

13 ask you something that will not hoist you 

14 on your own petard. 

16 
MR. MOORE: Thank you, sir. 

18 
CHAIRMAN HARlfOOD: But when you 

i 
~ 17 keep saying we will not have enough evidence. 

18 to make a decision on one, how do you know 

19 that, what we are or aren't going to hear 

20 
is going to be available on the 27th, and 

21 
see, andwon't the Commission be the determiner 

22 
of how much information is enough, and not 

23 
the parties? 

24 
MR. MOORE: I know, Your Honor, 

25 
because I think that this Commission, from its 
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2 experience in the many cases that it's heard 

3 over the more than a decade·that it's sat 

4 together, knows that many times some of 

5 the important points are best made on 

6 cross-examination and where you can have 

7 a real offering of testimony and meaningful 

8 rebuttal. I can say to you, you will not 

9 have that. Needless to say, you will be 

10 the decider of whether you have enough 

11 evidence. What I'm saying to you today, 

12 sir, is it is our position, and we believe 

13 very strongly, you can't have enough next 

14 Friday afternoon. 

15 CHAIRMAN HARWOOD: Let me suggest 

16 
you bring your lunch pail and all your 

i 

\ 17 rebutters and take no chances. Don't want 

18 to leave anybody out. 

19 
MR. MOORE: Judge, that is really 

20 
just the point. For us. to bring our 

21 
rebutters, we've got to know what their 

22 
test~ony is, and see the prefiled. 

23 
CHAIRMAN HARWOOD: .Bring everybody 

24 
you think·you might need to rebut, so you 

25 
won't be in a position to say we've got them, 
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2 we've got a witness in Lynchburg. 

3 MR. MOORE: Well, Judge, sir, I 

4 must say to you that we can't do that. We 
. 

5 cannot guess all of the issues that they 

8 may throw at this Commission and present 

7 us with. It would more than fill this 

8 room if we tried to guess at everything 

9 that they might present to this Commission. 

10 We can't be prepared to rebut that, and to 

11 say to us, go out and bring everybody you've 

12 got down here, that is, that is not as a 

13 practical matter, an alternative we have. 

14 We can't do that. 

15 CHAIRMAN HARWOOD: Haven't you-all 

18 done this before in another jurisdiction? 
I 
~ 

17 MR. MOORE: I haven't, but I'm 

18 sure MCI has crossed· swords ·wi.th AT&T. But 

19 I've tried a lot of cases against Mr. Riely 

20 with Vepco, and I'll guarantee you·,· I don't 

21 want to try the next one without prefiled 

22 testimony, and I have cross-examined 

23 Mr. B. D. Johnson many times, but there's 

24 something new every time. And I'm sure 

25 there •.s going to be something new here. 

! 
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2 CHAIRMAN HARWOOD: In all seriousness, 

3 I'm just saying, on my part, all parties, 

4 bring what you think you need down here 

5 on the 27th. 

8 COl1MISSIONER SHANNON: That is, if 

7 we don't continue it. 

8 MR. MOORE: I hope you're not 

9 ruling, Judge Harwood. 

10 CHAIRMAN HARWOOD: No, but if you' 11 

11 give me a few minutes, I'll be ready to. 

12 (Laughter) 

13 MR. MOORE: We would ask that you 

14 use the 27th as a scheduling conference, 

16 
and schedule this. This is an ~portant 

16 
matter. It is going to be an historic 

• 
" 17 

decision for this Commission, and inQeed, 

18 for the nation. And you should have an 

19 adequate record, and give us all an 

20 
opportunity to help you present the facts 

21 
for a r.ecord. 

22 
Thank you. 

COMMISSIONER SHANNON: Thank you 
23 

24 
very much, Mr. Moore. 

We will take this matter under 
25 
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2 advisement --

3 MR. GAMB1mDELLA: Your Honor 

4 COMMISSIONER SHANNON: Yes. 

5 MR. GAMBARDELLA: May I have a 

8 couple minutes·? 

7 COMMISSIONER SHANNON: Yes. I thought 

8 Mr. Moore had used all your time. 

9 MR. MOORE: I'm sure I used more than 

10 his time, and I apologize. 

11 MR. GAMBARDELLA: You may have used it; 

12 I didn't yield it. 

13 (Laughter) 

14 COMMISSIONER SHANNON: I guess I 

16 took it away from you. 

18 
COMMISSIONER BRADSHAt'l: That was 

I 

' 17 
incidental. He took it away from you. 

18 (Laughter) 

19 
MR. GAMBARDELLA: Your Honor, our 

20 
point is simple, and I think from listening 

21 
today, it's different than MCI's, slightly. 

22 
And I'd like to make it very clear again. 

23 
Mr. Morri~sey says he's coming down here 

.. 
24 

with a full ·case. And you've given him an 

25 
opportunity to put on a full case, and I don't 
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2 have that same opportunity. That's our 

3 position in a nutshell. And we'd like to 

4 have that full opportunity. We think we can 

5 do it in 90 days, and we'd be perfectly happy 

6 to commit, if we find out something in 

7 discovery,.that Mr. Morrissey comes and 

8 signs away the Company's rights and says 

9 we'll do whatever you want in less than 90 

10 says, we'll be happy to tell you that, and 

11 withdraw our motion, and withdraw our 

12 participation. But we think we're eptitled 

13 to a right to participate as fully and as 

14 meaningfully as AT&T. We don't think we 

15 have that under·the Order. 

16 And, secondly, just very briefly, 
I 
~ 

17 I want to clarify the issue we're involved 

18 in here. The issue is not service to rural 

19 areas, as such. We think you've already 

20 told them to serve the areas they've already 

21 served. You've got a set of rules that says 

22 
they shall not abandon them unless they ask 

23 you. And t~ey have a certificate that says 

24 they'll·serve the whole State. You don't 

25 have to worry about them serving rural areas. 
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2 The issue we're concerned with is.on Page 3 

3 of our Motion, and that is whether the rates 

4 in those areas where there's no other company 

5 will be nondiscriminatory and in the public 

8 interest. It's as simple as that. And 

7 so it's the rates we're concerned about. 

8 We want to be clear on that, and, that, 

9 of course, is why there isn't any other 

10 motion on our part in any of these o~her 

11 cases. There's no none of these other 

12 companies, as far as we know, have some kind 

13 of portable system they can set up between 

14 now and Friday. And as a result, the areas 

16 that we're going to be concerned about are · 

18 
going to be the areas that AT&T serves. 

' ' 17 The rates we're concerned about are· going 

18 to be AT&T's rates. 

19 And to the extent that there's 

20 
information about other companies that's 

21 
necessary, we think that's relevant and it 

22 
can be brought in in this record. 

23 
Thank you. 

24 
· COMMISSIONER SHANNON: Thank you. 

25 
MR. GILLESPIE: Judge Shannon --
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2 COMMISSIONER SHANNON: Yes? 

3 MR. GILLESPIE: Might I comment 

4 I don't want to comment on the argument that 

5 has·. been presented on either side of this 

6 
motion~ because we've heard .supportive argument, 

7 
but I would like to suggest a compromise that 

8 I think I have picked up from the general 

9 
questioning of the Commissioners. I think 

10 
it's possible to continue only the question 

11 
of competitive rates for a 90-day period, 

12 
or whatever time is appropriate, and yet 

13 
proceed with the ace applications for 

14 
certificates of public convenience and 

15 
necessity next Friday. This is something 

16 
that I had envisioned several . months 

t I ' ' ... 
~ 17 

ago, that it would be possible to bifurcate 

18 
these hearings, because the certification 

19 
question should be relatively undisputed, 

20 
whereas the competitive rates ques~ions, as 

we've seen, are quite disputed. This 
21 

22 
compromise would allow MCI and the other 

aces the authority to operate and to 
23 

24 
participat~. in the September 1 equal access 

. 
25 

presubscription over in the Norfolk exchanges. 
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2 COMMISSIONER SHANNON: You mean to 

3 operate as regulated or unregulated? 

4 MR. GILLESPIE: They would be 

5 regulated during that interim time, before 

8 we could hear· the competitive rate issue. 

7 They would be regulated. They would have 

8 to operate under their initial tariffs, 

9 which they have filed with their applications. 

10 They would also be subject to the Affiliates 

11 Chapter and to the Securities Chapters of 

12 Title 56. But I believe that if we're only 

13 talking about 90 days, I believe they could 

14 operate for a three-month period under those 

15 tariffs, which they have filed with us. 

18 CHAIRMAN HARWOOD: Mr. Gillespie, 

' t. 
17 

aren't the rates on file now nondiscriminatory? 

18 
MR. GILLESPIE: I'm not certain 

19 that they are nondiscriminatory. 

20 
CHAIRMAN HARWOOD: Hasn't this 

21 
Commission found that the rates that are 

22 
on file now with· us are nondiscriminatory? 

23 
· COMMISSIONER SHANNON: You mean 

24 
AT&T? , · 

25 
CHAIRMAN HARWOOD: I think we could 
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2 say that for AT&T's. 

3 so, to satisfy Mr. Gambardella's 

4 problem, and that's in areas where there 

5 would not be competition, those rates 

6 are already found to be nondiscriminatory. 

7 If they do not increase those rates, in 

8 fact, there'd be no question about that. 

9 ~R. GILLESPIE: Well, they cannot 

10 increase those rates until they have a 

11 rate case, and until they are released 

12 from Chapter lO. 

13 CHAIRMAN HARWOOD: Even if 

14 they're released from Chapter 10, if 

15 they don't increase rates, which is 

16 bound to be nondiscriminatory, wouldn't 
I 
'\;. 

17 they remain the same and be nondiscriminatory 

. 18 
~ 

and satisfy Mr. Gambardella's problem? 
~ 
C) 

.. 19 i MR. GILLESPIE: I believe that 

20 would be true. 

21 Notice has been publishe.d by all 

22 of the aces who filed application and by 

23 AT&T. If you chose to continue all issues 

24 as to competitive rate-setting, we could go 
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2 ahead and receive public witness statements 

3 on July 27th, and at that time, notify 

4 everyone present in the courtroom as to 

5 what date has been chosen for:determination 

6 of the issues·of competitive rate-setting. 

7 I think this would answer the problem that 

8 MCI has raised in that they need discovery 

9 from AT&T. I think it would also answer the 

10 problem that perhaps AT&T needs discovery 

11 from MCI. Mr.· Moore has represented that the 

12 MCI application might be like a small water 

13 case, and that the AT&T petition might be 

14 like a Vepco case. If I might use his same 

15 phraseology, that's a notion. We don't know 

16 .that. And discovery might be needed to 
l 

' 17 determine the amount of time that these 

18 hearings will consume. 

19 Thank you. 

20 
COMMISSIONER SHANNON: Thank you •. 

21 
Mr. Blackburn, who are you representing? 

22 
MR·. BLACKBURN: Your Honors, please, 

23 
I'm here representing Central Telephone Company 

24 
of Virginia. We didn't file a protest to the 

25 
application of AT&T.. We got in the mail last 
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2 night, however, a Motion by MCI that we provide 

3 what we think is a lot of marketing data 

4 for their benefit, and I don't know how the 

5 
Commission intends to rule on the Motion 

8 
before it today, but we would like a time 

7 
to be heard on this particular Motion. We're 

8 
not even a party at this point to what's going 

9 
on· here, ~nd MCI is filing a Motion before 

10 
the Commission, asking my client to gather 

11 
a whole lot of data and do a lot of 

COMMISSIONER SHANNON: Well, that 
12 

13 
Motion, Mr. Blackburn, would be -- wouldn't 

14 
be involved in this proceeding. The only 

15 
thing we have here today is simply a question 

18 
of argument on the Motion to continue this . 

I 
\; 

17 
case. 

MR. BLACKBURN: It's not --
18 

COMMISSIONER SHANNON: That· ·would 
19 

have to be handled· separately. 
20 

MR. BLACKBURN: Well, that's what 
21 

I figured, but I would ask for a time, and 
22 

I'd like to --
23 

COMMISSIONER SHANNON: We are kind 
24 

of confusing the issue here by putting --
25 
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2 bringing in something separate.· This is 

3 very narrow today, and I want to keep it 

4 that way. 

5 MR. BLACKBURN: I'm not bringing 

8 it in; MCI filed the Motion to ask Centel 

7 and all the other local exchange carriers 

8 to do a lot of work for MCI. We're not 

8 even a party. That's my point. 

10 COMMISSIONER SHANNON: Did they file 

11 it in PUC840023? 

12 MR. BLACKBURN: Yes, sir. It's a 

13 Motion of MCI Telecommunications Corporation 

14 of Virginia for an Order Requiring Special 

15 Reports from the local exchange carriers, 

16 and it's 
I 
~ 

17 COMMISSIONER SHANNON: We'll just 

18 have to rule on that separately. I don't 

19 think we're in a position to rule on it 

20 right now. 

21 MR. BLACKBURN: But we would simply like 

22 to be able tp argue ·that Motion whenever. 

23 COMMISSIONER SHANNON: I think you 

24 have a right to, you have a right to respond 

25 in writing. And if necessary, we'll have 
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oral argument on it, but I don't think that's 

going to interfere with our decision in this 

case. 

MR. RIELY: I'm here representing 

the Virginia Exchange Carrier Association, 

and I would like to join in Mr. Blackburn's 

motion. I think we s~ould be made parties 

to the proceeding here if .. this motion 

is going to be granted. We don't think 

the motion should be granted, and it 

certainly should not be granted without a 

hearing. 

COMMISSIONER SHANNON: I would 

suggest you-all file your response in writing 

with the Commission, and then if it's 

necessary to have oral argument on that, 

we can have it. But I think you can cover 

it in writing. 

MR. RIELY: We simply didn·•·t want 

the Commission to .grant the motion . 

without a 

COMMISSIONER SHANNON: We don't 

grant motions that we don't understand·. 

MR. BLACKBURN: Today is the last day, 
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I believe, for filing a protest, and I would 

just like a little more time, if the Commission 

would give it to us, to file that answer. 

COMMISSIONER SHANNON: I think that's 

a reasonable request. 

MR. MOORE: Your Honor, all we were 

doing was -- they are not parties -- we could 

not file Interrogatories to them. And the 

only way I was aware of that we could get, 

and this Commission could get information 

of this kind, was for the Commission, under 

56-36, to request or to direct a special 

report. So I filed a Motion in this 

proceeding to ask the Commission to do that. 

And I certainly think it's appropriate for 

them to respond 

COMMISSIONER SHANNON: They have a 

right to respond. 

MR. MOORE: Absolutely. 

COMMISSIONER SHANNON: And we will 

rule on the pleadings on that basis. 

. MR. RIELY: Will you give us a week 

to respond on.this Motion? 
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2 COMMISSIONER SHANNON: All right,. 

3 fine. 

4 MR. RIELY:. Thank you. 

5 MR. BLACKBURN: Thank you. 

8 COMMISSIONER SHANNON: I tbink that's 

7 fair. 

8 MR. MOORE: It hurts me if they 

9 don't have to file it until next Friday and 

10 this case is not continued. 

11 COMMISSIONER BRADSHAW: Well, you're 

12 the one that· filed it1 do you want to withdraw 

13 it? 

14 MR. MOORE: No, sir. 
·= 

15 COMMISSIONER SHANNON: I think you 

16 have to give them a reasonable time, Mr. Moore, 

' " 17' just like you said in your argument here. You 

18 said 90 days, and they're only asking for 

19 a week. 

20 
MR. MOORE: Judge, Judge, you put me 

21 in a.box now. You've set the hearing for the 

22 27th of July, and I'm trying to respond to 

23 
that, and I don't have any objection for them 

24 having a week to ··respond to it. . . . 

25 COMMISSIONER SHANNON: One reason 
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we set it early is MCI said they wanted to 

get out there and market their product on 

the 1st of September. 

MR. MOORE: Yes, sir. 

COMMISSIONER SHANNON: So we were 

trying to accommodate them. 

MR. MOORE: I'm getting so much 

help, I'm sinking. 

COMMISSIONER BRADSHAW: Do you agree 

that they're not ·parties to this proceeding? 

MR. MOORE: Yes, sir, that's why --

COMMISSIONER BRADSHAW: Why can 't we 

rule on it right now? 

COMMISSIONER SHANNON: Let's let·them 

respond. I'd rather have a response, because 

I haven't read fully the --

MR. MOORE: The statute allows 

all I've asked for is an Order from the 

Commission directing them to present you, 

present a special report to you under 

56-36, which you have the authority to do. 

And I'd like for you to consider that. 

COMMISSIONER SHANNON: All right, 

when we get the-ir reply, we'll certainly 

rule on it, and ~e'll consider it. 
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2 MR • MOORE: Thank you. 

3 COMMISSIONER SHANNON: In the 

4 meantime, now, we've spent an hour and 

5 ten minutes 11-12 minutes arguing this, 

6 and we will take this matter under advisement. 

7 The Commission will stand in 

8 recess. 

9 

10 NOTE: The hearing was concluded 

11 and adjourned at 3:12p.m., July 20, 1984. 

12 

13 

* * * * * * * * 
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15 
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COMMONWEALTH Of VIllGINIA 

Doc~ment Controi CerrLer sTATE coRPoRATION coMMissioN 

luL zo 4 !7 rt·~ 'B~ 

840720229 

AT RICHMOND, JULY 20, 1984 

PETITION OF 

AT&T COMMUNICATIONS OF 
VIRGINIA 

For authority to set rates 
and charges pursuant to 
556-481.1 of the Code of 
Virginia 

CASE NO. PUC840023 ... 

ORDER DENYING MOTIONS FOR CONTINUANCE 

On July 17, 1984, the Division of COnsumer Counsel, 

Office of the Attorney General filed its motion for a con­

tinuance herein and on July 18, HCI Telecommunications 

Corporation of VirgiDia filed a similar motion. By order 

dated July 19, 198~, the Commission scheduled oral· argument 

upon both of.these motions for 2:00p.m. July 20, in the 

Commission's 13th Floor Courtroom. 

On July 20, the Commission heard oral argument from 

Mr. Bullihen w. Moore on behalf of MCI Telecommunications 

Corporation of Virginia, from Mr. Anthony G~baraella on 

behalf of the Division of Consumer Counsel, from M%. Michael J. 

Morrissey on behalf of AT&T Communications of Virginia and 

from Mr. Robert M. Gillespie on behalf of the Commission's 

Staff. 

After mature consideration of the motions for continuance 

and the argument presented.thereon, the Commission is of 

the opinion that both moti.ons should be denied. Accordingly, 

IT IS THEREFORE ORDERED that the motions for continuance 

filed by MCI Telecommunications Corporation of Virginia 
• 
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and by the Division of Consumer Counsel, Office of the 

Attorney General, are hereby denied. 

ATTESTED COPIES hereof shall be sent to Michael J. 

Morrissey~ Esquire, attorney for AT&T Communications, 7611 

Little River Turnpike, Suite 201, Annandale, Virginia 22003; 

Mr. Bullihen w. Moore, Esquire, attorney for MCI Telecom­

munications Corporation of Virginia, 1200 Mutual Building, 

Richmond, Virginia 23219-3095; Anthony Gambardella, Esquire, 

Division of Consumer Couns~l,.Office of the Attorney General, 

101 North Btb Street, Richmond, Virginia 23219; and to 

the Commission's Divisions of Communications, Accounting 

and Finance and Economic Research and Development. 

Teste: 

Clerk of State Corporation Commission 
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AT&T COMMUNICATIONS OF VIRGINIA 
CASE NO. PUC840023 

RESPONSES TO INTERROGATORIES AND REQUESTS FOR 
PRODUCTION OF DOCUMENTS·BY THE ATTORNEY GENERAL 

OF THE COMMONWEALTH OF VIRGINIA. 

1. Please state in detail the basis of the statement in 
paragraph 4 of the Petition that "Virginia consumers will 
have a full array of price/quality options from which to 
choose" if the Petition is granted. 

Once AT&T Communications is released-from the substantial 

burdens associated with regulation of its service offerings, 

the Company will be able expeditiously to expand the price 

and quality options available to its customers. 

Based on information which AT&T has been able to glean from 

tariffs and other public documents, Virginia consumers 

already have an array of options available from other 

vendors. Today at least 15 resellers and at least 4 

facilities-based carriers p~ovidi MTS service in Virginia. 

Additionally, USTS of.fers several WATS-like services, 

private line services and special services such as foreign 

exchange in numerous Virginia locations. Western Union also 

offers private line and broadcast services in the 

Commonwealth. A competitive environment will encourage --·--

these vendors to increase further their arrays of 

price/quality options. 

• 
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Although other carriers may argue that the services they 

currently noffern are "interstate", it is clear that these 

carriers are already providing intrastate services. In Case 

~o. PUC830029, Judge Shannon noted from the bench the 

Commission•s awareness that OCCs were and had been providing 

intrastate interexchange telecommunications service in 

competition with AT&T. Mct•s attorney, Mr. Moore, has also 

acknowledged that MCI is providing intrastate services in 

Virginia. 

It is equally clear that these carriers use the same 

facilities for providing both intrastate and interstate 

service. (USTS Application for a:· Certificate at p. 6; 

Testimony of MCI witness Robert L. Kamba in New Jersey BPU 

Docket No. 8312-1126, pp. 15-16: Testimony of GTE-Sprint 

witness G. Jay Nelson in New Jersey BPU Docket No. 

8312-1126, pp. 4-5.) 

2. Please identify any areas within the service territory of 
AT&T of Virginia in which only the Company will actually 
provide service immediately after entry of competing 
interexchange carriers into Virginia. 

Although AT&T Communications of Virginia currently operates 

throughout the Commonwealth, we are unaware of the extent to 

which OCCs provide intrastate service.to the various areas 

of the Commonwealth.· Statements made before the Commission 

by representatives of pther carriers make it clear that they 

are providing intrastate service in Virginia, but these 
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carriers have, to date, failed to quantify the ex~ent of 

that service. 

3. Please state the Company's current market share of 
intrastate inter-LATA service in Virginia and the market 
share it expects to maintain one year after the entry of 
competing carriers, two years after such entry and three 
years after such entry. 

AT&T Communications of Virginia does not have adequate 

information to answer this question because the· other 

carriers currently operating in Virginia have not provided 

information to this Commission regarding their shares of the 

intrastate interLATA market. The fact that other carriers 

have not received Certification does not mean that they have 

no current market share. For example, although MCI's 

attorney, Mr. Moore, acknowledged at the oral argument on 

June 19, 1984, that MCI is currently providing intrastate 

.service, MCI has not given the Commission adequate 
.1 
I 

information to quantify the exte~t of that service. Such 

information also has not been made available by other 

carriers operating in Virginia. 

The Company does not have market share projections for 

future years. To the extent that such information would be 

developed, it would be proprietary business information, 

which could be provided under an appropriate protective 

agreement. 
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4. Please state in.detail the basis of the statement in 
paragraph 5 of the Petition that the Company will provide no 
monopoly service in Virginia. 

AT&T Communications of Virginia provides no local exchange 

service. Since it began serving Virginia on January 1, 

1984, the Company has provided only interexchange services 

in the Commonwealth. All of these services are subject to 

competition from other carriers. 

5. Please state in detail the basis for the statement in 
paragraph 5 of the Petition that the Company does not 
control any bottleneck facilities. 

A bottleneck facility is one whose output is an essential 

input to the provision of an end~user product or.service and 

which, because of its unique situation or other 

circumstance, either cannot physically or cannot profitably 

be duplicated by firms other than its owner. I~ the 
I 

telecommunications industry, foriexample, local exchange 

systems are bottleneck facilities, because they cannot be 

profitably duplicated by other providers of end-user 

services. Pursuant to the Modification of Final Judgment, 

AT&T Communications of Virginia owns no lo~al exchange 

systems in Virginia. Further, AT&T Commu~ications of 

Virginia owns no other facilities whose output is an 

essential input to the provision of any end-user service and 

which cannot be profitably duplicated by other firms. 

6. Enumerate each of the services to which the second sentence 
of paragraph 5 of the Petition refers and state whether and 
when the Company expects each such service to be actually 

.~ 331 .. 
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provided by competitors of the Company in every portion of 
the Company's certificated service territory in Virginia. 

The second sentence of paragraph 5 states: "Each of its 

services is subject to competition from the other carriers 

to be certified by this Commission." (emphasis supplied) 

AT&T Communications of Virginia provides MTS, WATS/800 and 

private line services within the Commonwealth. The Company 

is unable to answer your question with regard to other 

carriers' services except as noted in response to question 

tl. Other carriers have not informed AT&T Communications of 

Virginia of their plans. It is clear, however, that with 

the statutory change effective July 1, 1984, these 

competitors will be able to offer· any of the above services 

intrastate as they now do on an interstate basis. 

7. Please state in detail the basis of the statement in 
paragraph 6 o·f the Petition that. the. Company owns no 
facilities by which it can provife intra-LATA service, 

Pursuant to the Modification of Final Judgment, as of 

January 1, 1984, AT&T divested to C&P of Virginia all of its 

facilities for the provision of intraLATA service in 

Virginia. 

8. Please identify separately each document upon which the 
Company relies for its answer to each of these 
interrogatories and ~r9vide a copy of each such document. 

See answers to questions 1 through 7. 
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9. Please provide copies of the following documents: 

a. AT&T's filing at the Federal Communications 
Commission concerning the Reach Out America 
pricing option; 

b. the FCC Common Carrier Bureau's approval of that 
plan; and 

c. the u. s. Justice Department's response to that 
plan. 

See attached. 
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w. H. Aagette 
Admintstrator Rates and Tariffs 

April 23, 1984 

Transmittal No. 79 

Secretary 
Federal Communications Commission 
Washington, D.C. 20554 

Attention: Common Carrier Bureau 

--
--

AT•T 
Communications 

Room4C107 
Bedminster. NJ 07921 
Phone(201)234-8107 

The accompanying tariff material is sent to you for filing in compliance 
with the requirements of the Communications Act of 1934, as amended, 
issued by AT&T Communications, and bearing Tariff·F.c.c. No. 1, 
effective June 7, 1984. This material consists of tariff pages as 
indicated on the following check sheet: 

tariff F.c.c. No. 1 - 13th .~evised Page 1 

This filing introduces a nationwide Block-of-Time Opt'ional Calling Plan 
for Long Distance Message Telecommunications Service (M!S) for Dial 
Station calling. This calling plan will benefit customers by giving 
them the opportunity to select a pricing option that best suits their 
calling needs. 

The offering results from the Optional Calling Plan experiment conducted 
by AT&T from July 1, 1983 to Decemb'r 31, 1983.* The experiment vas 
designed to properly quantify customer usage and purchase decisions with 
regard to Optional Calling Plans and to analyze the effect of the demand 
changes on costs, revenues and network efficiency. 

On Karch 12, 1984, AT&T filed a report documenting the.major findings 
and conclusions of the Optional Calling Plan experiment. A eopy of this 
report is annexed hereto as Section 3. The report demonstrates that: 

1. A significant number of customers purchased an Optional 
Calling Plan, despite the limited t.ime a customer could 
retain the plan under the experiment. --.. 

2. Those customers who purchased an Optional Calling Plan 
increased not only their long distance usage, but also the 
proportion of ~heir calling in off-peak periods • 

. • 

* Memorandum Opinion·and Or~er, 94 F.C.C.2d 551 (1983). 
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Federal Communications Commission 
Transmittal No. 79 

3. Optional Calling Plans improve network efficiency, and 
increase long distance revenues and profitability. 

-2-

4. Purchasers view Optional Calling Plans positively and 
perceive that they receive nume~ous benefits in addition to 
cost savings from these offerings. 

This filing introduces the Block~of-Time Optional Calling Plan on a 
nationwide basis. Participating customers are offered the choice of two 
options, Option A or Option B, as follows: 

Option A - Customers that choose this option will pay a monthly 
recurring charge of $10.00 which vill entitle them to receive up to 
one hour of interstate Dial Station calling during the Night/Weekend 
rate period. Dial Station Calling during the Night/Weekend rate 
period in excess of one hour will be charged at an hourly rate of 
$8.75 or a proportionate fraction there~£. -

Option B - Customers that choose this option will pay a monthly 
recurring charge of $11.50 wbich.vill entitle them to receive all 

·the benefits of Option A and also receive an additional 15 percent 
discount for interstate Dial Station calls during the Evening rate 
period. This additional 15 percent discount is applied af-ter the 
current 40 percent evening discount is applied. 

A non-recur~ing service order charge of $10.00 is imposed when a 
customer orders a Block-of-Time plan. This charge will be waived during 
the first 90 days that the offering is available in a local exchange 
area. 

Customer billing for the Optional Calling.Plan will be provided for AT&T 
Communications through billing contr~ets vith the local Exchange 
Companies. Therefore, the introduction of these rate plans -into the 
marketplace is contingent upon Local Exchange Company billing program 
capabilities. -

Section 4 summarizes when the needed billing capability will become 
available according to information supplied by the Local Exchange 
Carriers. The summary demonstrates that by July l, 1984, 60 percent of 
the telephone subscribers in the United States will be able to select 
this Optional Calling Plan. The information displayed in Section 4 
reflects the current status of negotiations with the companies listed 
there. In the event that any of these companies changes its existing ·--­
position vith regard to billing availability or billing costs to 
jeopardize the dates reflec~ed in Section 4, AT&T will advise the 
Commission_of such developmencs. 

Negotiations with other major industry carriers are being actively 
p~rsued by AT&T. We are.in the process of contacting all other 
independent carriers. Although the process is not yet complete, AT&T 
expects that nationwide billing and service implementation will be 
available everywhere by January 1, 1985. As availability of billing 
becomes known for additional companies, AT&T will revise its tariff 
pages. 
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Federal Communications Commission 
Transmittal No. 79 -3-

Economic data pursuant to Section 61.38 of the Federal Communications 
Commission's Rules and Regulations are provided in Section 5. 

Waiver of Sections 61.58 and 61.59 of the Federal Communications 
Commission's Rules and Regulations was requested under Application No. 
49 and bas been granted under Special Permission No. 84-189. 

Acknowledgment and date of receipt of this filing are requested. A 
duplicate letter of transmittal is attached for this purpose. All 
correspondence and inquiries in connection with this filing should be 
addressed to Hr. W. H. Ragette', Administrator Rates and Tariffs, AT&T 

Co~~~ster, New Jersey 07921. 

Administrator Rates and Tariffs 

Duplicate Letter 
Attachments: 

Tariff Pages 
Optional Calling Plan Report 
Billing Capability Summary 
Economic Data 
Appendix on Demand Analysis 

Copy of Letter, with attachments, concurrently sent to: 
Commercial Contractor 
Chief, Tariff Review Branch, Public Reference Copy 
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AT&T COMMUNICATIONS 
Hr. W. H. lagette' 
Adm. Rates and Tariffs 
Bedminster, NJ 07921 
Issued: April 23, 1984 

TARIFF F.C.C. Ha. l 
13th Revised Page 1 

Cancels 12th Revised Page 1 

Effective: June 7, 1984 

LONG DISTANCE MESSAGE TELECOMMUNICATIONS SERVICE 

CHECK SHEET 

The Title Page and Pages 1 through 147 inclusive of this tariff are effective 
as of the date shown. Original and revised pages as named below and 
Supplement No. 2 contain all changes from the original tariff that are in 
effect on the date hereof • 

1 
4 
5 
6 
7 
7.1 
9 

10 
11 
26 
28.1 
28.2 
29 
3S 
36 
39 
41 
42 
43 
54 
55 
55.1 
55.2 
55.3 
56 
57 
58 
59 
60 
61 
62 
64 
65 
66 

* Hev or levised Page. 

Humber of 
Revision 
Ezcept as 
Indicated 

13th* 
1st* 
lrd 
1st* 
1st 

Original 
1st 
1st 
2nd 
1st* 

Origina'tf 
Original* 

1st 
1st 
1st 
1st 
1st 
1st 
1st 
2nd'* 
1st* 

Original* 
Original* 
Original* 

1st* 
1st 
1st 
1st* 
1st 
1st'*: 
1st 
1st 
1st 
2ncl 
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66.1 
67 
68 
69 
77 
78 
79 
85 
87 
91 
95 
96 
99 

101 
lOS 
107 
111 
113 
114 
121 
123 
126 
131 
132 
133 
134 
137 
138 
139 
140 
141 
147 

Number of 
Revision 
Except as 
Indicated 

Original 
1st 
1st 
lst 
lst 
lst 
lst 
1st 
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s 

2.5.1. General - The charges for an LDMTS call are applied on a per call S 
basis. For other LDHTS offerings, such as DIAL-IT 900 Service or Block-of-Time Cx 
Calling Plan, recurring and/or nonrecurring charges apply as specified in I J 

Sections 3 and S following. Cz 

2.5 .• 2. Appl feat ion of Charges - The rates and charges that are in effect in s 
this tariff when LDMTS is furnished are the rates and charges used to S 
determine the Customer's bill. If the rates for services furnished on a Cx 

to reflect th·e new charges (see Fractional Charges and Credits folloving 
monthly basis changes after a bill has been· rendered, the bill vill be adjusted II 

on page 2~.1). ~z 
., 

2.5.3. Payment of Charges - Payment for LDMTS is due upon presentation of ! , 
the bill. LDMTS may be denied for nonpayment of a bill (see Violation of 
Regulations, page 43). 

2.5.4. Late Payment Charge - The 
intrastate services as specified 
exchange service tariff also 
Telecommunications Service. 

late paymenz: 
in the Local 
applies... to 

charge applicable to 
Exchange Company's local 
Long Distance Message 

2.5.5. Advance Payments - To safeguard its interests, the Company may 
require a Customer to make an advance paymene before service is furnished. 
The advance payment will be one month's estimated LDMTS charges. The advance 
payment will be c:ncU;.ecl .• ~a.. the_ Cqs .. ~Clmer! .s . ..i~itial. bill.. •... A depq.si.z: .. may apply 
in addition to an advance payment (see Deposits, following). 

I 

2.5.6. Deposits - To safeguard its. interjsts, the Company may require a 
Customer to make a deposit to be held as a guarantee for the payment of 
charges. A deposit does not relieve the Customer of the responsibility for 
the prompt payment of bills on presentation. the deposit will not exceed an 
amount equal to two months' estimated LDMTS charges. 

Aa advance payment may be required in addition to a deposit (see Advance 
Paymenes, preceding). 

A. Interest on a Cash Deposit - Simple interest at the rate of siz percent 
annually will be paid to the Customer for the period that ' cash deposit is 
held by the Company. However, if the appropriate legal authority in the state ···-.. 
vhere the Customer responsible for bill payment is located establishes a 
different rate of interest, then that rate applies. 

B. Return of a Deposit - When LDMTS is discontinued, the deposit will be 
applied to the Customer's account and any credit balance remaining will. be 
refunded. Before LDKTS is discontinued, the Company may, at its option, 
refund the deposito~ credit it to the·Customer's account. S 

a laa~ed c• ~•c• .. etlec&iv• •• ••~ L••• c••• •5 da7•' ••~ice wader aw&••ri&7 el Special P•r•iaai•• Me. 14-119. 
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2.5.9. Fractional Charges and Credits 

TARIFF F.CoC. No. 1 
Original Page 28.1 

Effective: June 7, 1984 

A. Computing Charges or Credits for a Fractional Part of a Month - When 
rates are stated on a monthly basis, each month is considered to have 30 days 
for billing purposes. Charges or credits for a fractional part of a month are 
calculated by counting the number of days remaining in the billing period 
after LDHTS is furnished or has been discontinued. the number of days 
remaining in the billing period (including the 31st day of the 31-day month, 
if applicable) are counted starting with the day after the date on which LDMTS 
was furnished or discontinued~ Divide that figure by 30 days. The resultant 
fraction is then multiplied by the monthly charge to arrive at the fractional 
monthly charge or credit. 

Example: LDMTS furnished/discontinued on the 15th day of a 30-day month. 

Monthly Charge a 

No. of Days lemaining in Billing Period ~ 

Billing Month • 

Fractional Monthly Charge/Credit= 

Fractional Monthly Charge/Credit• 

Fractional Monthly Charge/Credit • 

$36.00 

15 days 

30 days 

No. of Days 
Remaining in 
Billing P~riod z Monthly Charge 
Billing Month 

lS z $36.00 
30 

18.00 

In the above example, the number of days remaining in the billing period would 
be 13 for a 28-day month and 16 for a 31-day month. The same process would be 
used for computing the fractional monthly charge or credit. 

B. Computing Fractional Charges or Credits for a Rate Change - When a 
monthly rate· is changed (increased or decreased) as a result of a tariff 
zevision, the additional charge or credit for any fractional part of a month 
is calculated as foLlows: 

Count the number of days remaining in the billing period (including the 31st 
day of a 31-day month) starting with the effective date of the rate change. 
Divide that figure by 30 days (billing). The resultant fraction is then 
multiplied by the amount of the monthly.rate change to arrive at the 

Nx . 

fractional charge or credit far the rate change. Nx 
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2.5.9. Fractional Charges and Cred;ts (continued) 

TARIFF F.C.C. Ho. 1 
Original Page 28.2 

Effective: June 7, 1984 

Ezample: Rate change effective on the 12th day of the 28-day month. 

Old Monthly Charge • 

No. of Days Remaining in Billing Period = 
Billing Month • 

Fractional Part of Month 
Billed at the Hew late •. 

late Change a 

Fractional Charge or 
Credit for the Rate Change = 
Billing for the Month 
in vhich the Rate Change 
Occurred (for a rate decrease 
subtract the fractional 
charge) • 

Subsequent Nev Monthly 
Charge • 

$36.00 

17 Days 

30 Days 

17 
30 

$15.00 monthly increase 

17 X $lS = $8.50 
30 

$36.00 + $ 8.50 • $44.50 

$36.00 + $15.00 = $51.00 

In the above ezample, the number of clays remaining in the billing period vould 
be 19 for a 30-day month and 20 for a·31-dat month. The same process would be 
used for computing the fractional monthly charge or credit. 

C. Rounding to the Nearest Cent - If the computed charges or credit 
include one-half cent or more the fraction is rounded up to the nezt highest 

Nz 

.\ 
•I 

cent. Fractions of less than one-half cent are disregarded. Hz 

..... -0 
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3.2.1. Intra-Mainland and Mainland-Alaska Service - Schedule I (continued) s 

F. Directory Ass;stance Charge - (see Directory Assistance Charge page 66.1) 

G. Rat~ Df~coun~s. and Application Periods - Discounts are available for 
specific~rate periods as set forth in 1. through 3. following. In addition~ 
a Block-of-Time Calling Plan is set forth in I. folloving. 

1. Evening Rate - The discount for the Evening rate period, as indicated 
on the late· Schedules, is a percent reduction of the combined total of the 
calculated initial minute and additional minute(s)· charge (see the Rate 
Discount Chart, page 56). 

2. Night/Weekend Rate - The discount for the Night/Weekend rate 
period, as indicated on the Rate Schedules, is expressed as a percent 
reduction of .the combined total of the calculated initial minute and 
additional minute(s) charge (see the Rate Discount Chart, ·page 56)~ 

3. Holiday Rate - The discount for New Year's Day (January 1); 
Independence Day (July 4); Labor Day; Thanksgiving Day; and Christmas Day 
{December 25) is the evening rate period discount, unless a lower rate would 
normally apply. 

Application of Discounts - For the initial period, the discount applicable 
at the start of chargeable time at the calling station applies. For 
additional minute(s), the discount applicable is that discount which is in 
effect at the calling station when the additional minute(s) occurs. That is, 
if chargeable time begins during the Evening Rate Period, the Evening discount 
applies to the initial period and to any additional minutes that the call 
continues during that rate period. ·If th~ call continues into a different 
rate period, the appropriate rates from ~hat rate period apply to any 
additional minutes occurring in that rate period. If an additional minute is 
split between two rate periods, the rate period applicable at the start of· the 
minute applies to that entire minute. If the computed eharges include a 
fraction of a cent, the fraction is rounded dovn to the next whole cent (e.g., 

... Tx 

$1.426 would be rounded down to $1.42). STx 

··--· . 
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3.2.1. Intra-Mainland and Mai~land-Alaska Service - Schedule I (continued) 

H. 

l • =---. . ,.. 
,1' ,, 

s 

I. Block-of-Time Calling Plan - The Block-of-Time Calling Plan is available Hx 
nationwide at stations in the United States, Puerto RicQ and the U.S. Virgin I 
Islands where the required billing capability exists. A list of the Local . 
Exchange Companies and the month that the billing arrangement will be available 
in each company is specified in 4. following. The Minimum Payment Period for a · 
Block-of-Time Calling Plan is one month. When a .Customer elects to use a ~· 
Block-of-Time Calling Plan, it must select either Option A or Option B. 

1. Option A -· Option A offers a participating Customer ehe option of paying 
a monthly charge to obtain a cumulative totai of one hour of calling time per 
month for Dial Station calls. Calls may be made between a station in the 
United States, Puerto Rico or the U.S. Virgin Islands and another station in 
the Mainland during the Night/Weekend rate period. The Customer may place as 
many calls for each Customer Main Billed Account during a month as desired to 
accumulate the time used, subject to a one minute minimum for each call. If 
more than one hour of cumulative calling time is used, the additional time 
vill be totalled and rated using the additional hour rate specified in 2. 
foLlowing. When the additional time is less than a full hour, the charge will 
be the proportionate fraction of the time used multiplied by the additional 
hourly rate. 

(a) Application of Charges - Option _A char~es include recurring and 
nonrecurring charges. Recurring charges cons~st of a Monthly charge and a 
Hourly charge. the Monthly charge applies whether or not the Customer makes 
any calls. The Hourly charge applies to all calls in excess of the initial · 
one hour of calling time, which are made during the Night/Weekend rate · 
period. 

The nonrecurring charge for Option A is a Service Order Charge which is 
applied when Option A is initially furnished. The.Service Order Charge will· 
not apply for orders received within ninety days after the Block-of-Time 
Calling Plan becomes available iu a rate center area. 

The accumulation of hours of use for Night/Weekend calling time will be 
determined by the total usage time of calls made durin~ the Night/Weekend rate 
period only. Any portion of a c~ll vhich is made in the Day and/or Evening 
rate period will be billed at the appropriate rates set forth in I.3. 
following. 

··--· ... 

Cert&iA eaceri.&L toriMrly appeariac Oft Cl\i.s P•i• llOV appears oa P•l• 55.1 
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3.2.1.1.1. Application of Charges (continued) 

TARIFF F.C.C. No. 1 
Original Page 55.1 

Effective: June 7, 1984 

Participating multiline Customers in the Block-of-Time Calling Plan vill be 
billed one recurri~g charge for all lines associated with the Main Billed 
Account. Hours of usage from all lines will be aceuoulated and billed as if 
the multiline Customer vas a single line account.· 

~en.the billing date and the date that Block-of-Time Calling Plan is started, 
changed, or. discontinued do not coincide, charges, vhich are based upon 
monthly rates, vill be adjusted to reflect the fractional part of the month 
service is provided as specified in 2.5.10 preceding. In such c~ses, the 
initial hour of calling time vill also be adjusted as set forth in 2.5.10 
preceding for the fractional part of the month that service was furnished. 
For billing purposes each month is considered to have 3.0 days. 

2. Option B - Option B offers a participating Customer all of the 
features which are specified ;or Option A. In addition to those features, 
Option B also provides a discount on calls betveen a station in the United 
States, Puerto iico or the u.s. Virgin Islands and another station in the 
Mainland· during the Evening rate period. The discount offered under Option B 
is in addition to the discount set forth in c. preceding for calls made during 
the Evening rate period. 

(a) Application of Charges - The regulations set forth in l.(a) 
preceding apply to Option B, except for the manner in vhich calls made in the 
Evening rate pe~iod are billedo The charges for any portion of a call which 
is made in the Evening Rate period vill first be determined on the basis of 
the Evening Rate as specified in c. preceding. All such charges vill then be 
totalled fo~ the monthly billing period. That .total. vill then be discounted 
by the additional Discount Percentage sp~cified in I.3. (b) following to 
determine the charge to the Customer for the e~lls made in the Evening Rate 
Pe~iod. The Additional Discount Percentage does not apply to any portion of 
a call which is made in t~e Day or Night/Weekend rate period. 

When the billing date does not coincide with the date that Option B is 
started, changed or discontinued, the charges for calls made during the 
!vening rate period will be totalled for the fractional part of the month that 
service was furnished. That total will then be discounted by the additional 
Dtscount Percentage specified in I.J.(b) follow~ng to determine the charge to 
the Customer for the calls made in the Evening Rate Period. 

l • 

• la•~•d ~o bee ... ettac~i•• oa ao& L••• &••• •5 daya' eo~ic• ~•d•~ •~~ho~icy of Special Pe~millioe No. ~~-169. 

Prie&ad ia U.S.A. 
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AT&T COMMUNICATIONS 
Adm. Rates and Tariffs 
Bedminster, NJ 07921 
Issued: April 23, 1984 

TARIFF F.C.C. No. 1 
Original Page 55.2 

Effective: June 7, 1984 

3.2.1.1.1. Application of Charges (continued) 

3. Rates 

(a) OPTION A 

Higbt/Weekend Rate Period 
Initial Hour of Calling Time 

·- Each additional hour 

(b) OPTION B 

Night/Weekend Rate Period 
Initial Hour of Calling Time 

- Each additional hour 

Evening Rate Period 
Additional Discount 15% 

(c) Service Order Charge 

- per order 

• 

usoc -
OCPBA 

OCPBB 

Monthly 
Charge 

$10.00 
None 

$11.50 
None 

Hourly 
Charge 

None 
$8.75 

None 
$8.75 

Nonrecurring 
Charge 

$10.00 

4. Availability - The Block-of-Time Calling Plan is available as specified 
in the following list. Any Company which is not listed will be added by 
January 1, 1985. 

Boll Telopboao Co. oc Peaaaylwaaia 7/1~ 

C~eaapeake aad Po,o .. c T•Lopbooa Caapaai•• 7/1~ 

C1a~1•••'1 8o11 tac. 6/1~ 

UUaoh loll Tolepll.oao Co. 711• 

ladlaoa Bell Telapbaao Co •• tacorpora~ed 7/1~ 

Mic11.1&aa loll Telopll.oaa Co. 7/11.. 

Telecrapb Co. 7/11.. 

New Eocl•Dd Boll Tolephoao &Ad T•l•c~apa Co. 6/1• 

Mev J•~••Y •• ,, Tolepii.ODO eo. 10/14 

Local EKC~&ftC• Ca•o•nr 
I . 

• I 

Nov,York Telepll.oae Co. 

Norc~woa~o~a BoLl Tolop~oae Co. 

0•1o BaLl Telepboae Co. 

PacUlc aau 

Sow~ll. Cea,ral Sell Tolopboae Co. 

Sou~ll.era BoLl Telapbofte and Te1ecrapb Co. 

Sou~~-.s~ora 1•11 Telep~oae Co. 

6114 

11/11.. 

6/14 

'""' 
7/84 

7114 

6/14 

Nx 

..• -· ll:z: 

a lssued co bec~ao effec~i•• oo ••' 1e11 Chao 45 ~-~~~ ao~ico ~odor au&hori'Y ot SpeciaL P•r•issioa No. 14•119. 

P~ i.auca ·a.. u-.s.A. 
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AT&T COMMUNICATIONS 
Adm. Rates and Tariffs 
Bedminster, NJ 07921 
Issued: April 23, 1984 

TARIFF F.C.C. No. 1 
Original Page 55.3x 

Effective: June 7, 1984 

3.2.1. Intra-Mainland and Mainland-Alaska Service - Schedule I {continued) 

J. Rates Applicable for Hearing or Speech Impaired Persons - Reduced rates 
are available to qualified persons who have hearing or speech impairmencs 
subject to the fallowing: 

1. Application - Persons who have been certified in WTiting by a licensed 
physician, audiologist, speech pathologis;, ~r appropriate State or Federal 

· agency as having a hearing or speech 1mpa1rment which precludes oral 
communications and who have and use a telecommunications device for visual 
communications, will receive an adjustment on Customer dialed station calls 
whieh do not require the intervention of a Company operator. The adjustment is 
applied to the appropriate rate schedules according to the ·following: 

(a) Calls placed during the. Day rate period will be charged at the 
Evening rate, 

(b) placed during the ·svening rate period will be charged at the Night 
and Weekend rate. 

2. Certification - The vritten certification of the speech or hearing 
impairment must be presented to this Company's Business/Residence Service 
Center which serves ~he residence of the certified pe~soa. 

The Company's Business/Residence Service Center, upon request, will provide a 
certification form for use by the applicant. 

3. Limitations - The adjustment is provided for use only by the speech or 
hearing impaired Customer. It is only applicable. to LDMTS charges for calls 
originated from and billed to the Exchange Service aumber of the residence of· 
the certified speech or hearing impaired person. Only one·Exchange Service 
number at ·a residence is authorized this rate adjustment. . 

K. Other Line Charges - Other Line Charges are not applicable. 

.. · 

• 111ued to b•~• .. •tfe~&i.•• •• ao& leaa c.haa ~$ .. daya• ao&ice .. ader aur.bori.&y ot Spe&i&l P•r•i.asioa :to. 111.•119. 
Cer&aia .. c.•ri.al aow •• c•i.• pa~• &er .. 1'1)P I!PPe·a,•d •• face SS. 

P~iaced ia u.s.A. 

348 

s 

s 



AT&T COMMUNICATIONS 
Adm. Rates and Tariffs 
Bedminster, NJ 07921 
Issued: April 23, 1984 

TARIFF F.C.C. Ho. 1 
lst Revised Page 56y 

Cancels Original Page 56 
Effective: June 7, 1984 

3.2.1. Intra-Mainland and Mainland-Alaska Service - Schedule I (continued) 

L. Rate Schedule - The following rates apply to all classes of service 
for all hours of the day and days of the week unless a discount applies. 
In addition, Service Charges apply, as indicated. 

late Mileage 

1 - 10 
11 - 22 
23 ss 
56 124 

125 - 292 
293 - 430 
431 - 925 
926 - 1910 

1911 ·- 3000 
3001 - 4250 
4251 - 5750 

1. Rate Discount Chart 

MON TUES l WED I THUR FRI 

1:00 AM 
D1y Rate Period 

FULL RATE. 
. to 

·s:oo PM 

11:00 PM 
to 

•a:oo AM ~""""""' 

• To but not Including 

Highl I Weekend Rate Period 
60~\ Discount 

Initial Minute 

$.31 
$.39 
$.47 
$.56 
$.57 
$.58 
$.61 
$.63 
$.73 
$.75 
•..• 78 

SAT I SUN 

Rates 
Each Additional Minute 

$.16 
$.22 
$.28 
$.32 
$.34 
$.35 
$.35 
$.38 
$.43 
$.45 
$.47 

DISCOUNTS 

Discounts apply to the 
charge 101' th~ initial 
minute ocamtng wltt\ln 
the discount period and 
to all addlUonal mlttUtes 
occurring wtthln each 
discount rate period. ·· 
Discounts cso not apply 
to the Servtc. Charge. 

(See Note Below) 

s 
• 

.. , 

.. --- . 

Note: See Block-of-Time Calling Plan, page SS, for exceptions in which 
additional discounts apply. 

• raauod to boco .. eftecCi¥o •• ao& l••• , ••• •S days' aocico -ad•~ ouc••~ily of Special P•r•iasioo Ko ••-119. 
y Nac•~iol rola&i•• co c•• Va~iablo Day flaa ••Pirod •• April 17, ltl•. 

Priacod ia U.S.A. 
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AT&T COMMUNICATIONS 
Adm. Rates and Tariffs 
Bedminster, NJ 07921 
Issued: April 23, 1984 

TARIFF F.C.C. No. 1 
lst Revised Page 59y 

Cancels Original Page 59 
Effective: June 7, 1984 

3.2.2. Mainland - Hawaii Service - Schedule IH and Mainland-Puerto Rico/U.S. 
Virgin Islands Serv;ce-Schedule IPV (continued) 

K. Mainland - Hawaii Service - Rate Schedule IH - The following rates 
apply to all classes of service for all hours of the day and days of the week 
unless a discount applies. In addition, Service Charges apply as indicated. 

Mileage Rate Band 

Band 1 - Includes the states of: Arizona, 
California, Idaho, Nevada, Oregon, Utah, and 
Washin&ton. 

Band 2 - Includes the states of: 
Arkansas, Colorado, Illinois, Ioua, Kansas, 
Louisiana, Minnesota, Missouri, Montana, 
Nebraska, Nev Mexico, North Dakot&, Oklahoma, 
South Dakota, Texas, Wiscoasin, and Wyoming. 

Band 3 - Includes the staces of: 
Alabama, Connecticut, Delaware, Districc of .. 
Columbia, Florida, Georgia, Indiana, Kentucky·, 
Maine, Maryland, Massachussetts, Michigan, 
Mississippi, Hew Hampshire, Nev Jersey, 
New York, Harth Carolina, Ohio, Pennsylvania, 
Rhode Island, South Carolina, tennessee, 
Ve~ont, Virginia, and West Virginia. 

1. Rate Discount Chart 

· ... 
-a:oo AM 

·to 
•s:oo PM 

MON TUES I W~D I THUR FRI 

Day Rate Period 
FULL RATE 

X .X 

SAT I SUN 

Initial 
Minute 

$.73 

$.75 

$.78 

Rates 
Ea. Acidn 1l. 

Minute 

$.43 

$.45 

. $.47 

DISCOUNTS 

s a 

11:00 PM XXXXX.XX X xxxxxxxxxxx 

Discounts apply to the 
eharge for the lnltlal 
minute oCc:uning within 
the cflsccunt period and 
to ~lladCSltlcaalminutes 
oc:cuning within each 
discount rate period. · 
Discounts cro not apply 
to the Service Charg.. · ·- ... -

10 

•a:oa AM &'S<~~ 

• To but not Including 

· Nigh& & W"kend Rate Petted 
80"41 Discount 

(See Note Below) 

Note: See Block-of-Time Ca.l.ling Plan, page 55, for exceptions in which 
aciclitioaal. disc~unt' . .' ap~ly. 

• laauod &o ~•c• .. oftoc~i•• oa ao~·l••• t~•• ~s days' ~•cice Yoder ayc~oricy •f Special ~·r~aaioa No. 1••119. 
y Macorial rola&i•• co c~• Va~ia~1• Day Plaa ••pirod oa April &7. 191•· 
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AT&T COMMUNICATIONS 
Adm. Rates and Tariffs 
Bedminster, NJ 07921 
Issued: April 23, 1984 

TARIFF F.C.C. No. 1 
lst Revised Page 6ly 

Cancels Original Page 61 
Effective: June 7, 1984 

3.2.2. Mainland-Hawaii Service - Schedule IH and Mainland - Puerto Rico/U.S. s 
Virgin Islands Service-Schedule IPV (continued) ' 

L. Mainland - Puerto Rico/U.S. Virgin Islands Service - Rate Schedule IPV -
The following rates apply to all classes of service for all hours of the 
day and days of the week unless a discount applies. In addition, Service 
Charges apply as indicated. 

. Mileage Rate Band 

Band 1 - Includes the states of: 
Alabama, Connecticut, Delaware, District 
of Columbia, Florida, Georgia, Indiana, 
Kentucky, Louisiana, Maine, Maryland, 
Massachusetts, Mississippi, Hew Hampshire, 
Yev Jersey, New York, North Carolina, 
Ohio, Pennsylvania, Rhode Island, 
South Carolina, Tennessee, Vermont, 
V~rginia, and West Virginia. 

Band 2 - Includes the states of: 
Arizona, Arkansas, Colorado, Illinois, 
Iova, Kansas, Michigan, Minnesota, 
Missouri, Nebraska, New Mexico, 
Ho~th Dakota, Oklahoma, South Dakota, 
Tezas, Utah, Wisconsin, and Wyoming. 

Band 3 - Includes the states of: 
California, Idaho, Montana, Nevada, 
Oregon and Washington. 

1. Rate Discount Chart 

Initial 
Minute 

$.63 

$.75 

MON TUES ' WED I THUA FRI SAT I SUN 

1:00AM 
10 

·s:oo PM 

11:00 PM 
10 

·a:oo AM 

Day Am• Period 
FULL RATE 

XXX XXX 
X X 

X 
:X X 

XJI:XXXX 
X X 

XXX XX 
:XXX XX 

Night & Weekend.~at• Pe,riod 
so~ DiseOllnt 

Rates 
Ea. Addn 11. 

Minute 

$.38 

$.43 

$.45 

DISCOUNTS 

Clac:ovnts a~ply t~ th~ 
• charge for ttte Initial 

minute o=uri1nt wtahln 
the discount period ancl 
to •" additional mlnutn 
occurring within eaett 
dlseount l'lte perfod. 
Discounts ~o not appty 
to the Servlca Oaar;L 

(See Note Below) . 

• To but not Including . 

Note: See Block-of-Time Calling Plan, page 55, for exceptions in which 
additional discounts apply. 

• raauad ca beco~ etfecci~• oa aoc t••• t~aa 45 daya' aecica uadar aut~oricy of Spacial P•r•~aa1oa Me. 14-tlt. 
y Macerial relati~• co tb• Variable Oay Plaa ••ptre4 •• April 17. 1914. 
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BEFORE THE 

Federal Conununications Cornnrlssion 

W ASHE'lGTON. D.C. 20554 

MAJOR FINDINGS AND CONCLUSIONS OF AT&T'S 

OPTIONAL CALLING PLANS EXPERIMENT 

March 12, 1984 
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I. Introduction and Summary · 

On June 29, 1983, the Commission released·a 

Memorandum Opinion and Order (FCC 83-288) authorizing AT&T 

to offer, on a limited trial basis, fifteen Long Distance 

Message Telecommunications Service (MTS) Optional Calling 

Plans. The Optional Calling Plan experiment was conducted 

within selected central office codes (NXXs) in California, 

New York~and Iowa, during off-peak periods. 

AT&T's Optional Calling Plan experiment commenced 

on July 1, 1983, and ter.minat~d on December 31, 1983. The 

experiment was designed to properly quantify customer 

purchase and usage decisions with reqard to the Optional 
• Calling-Plans and to analyze ~he effect of the demand 

. 
changes in terms of network costs·and efficiency, in order 

to deter.mine whether a nation~ide offering of Optional 

Calling Plans is appropriate. 

The Optional Calling Plan experiment was offered 

within at least four wire centers in each of the trial 

states. Each participating wire center contained a 

minimum of one test exchange and one control exchange. 

The three rate plans involved in the experiment were: 

1. Linear Plan - Subscribing. customers paid a 

monthly charge entitling them to receive an. 

additional unifor.m percent discount within the 
·~ 
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existing night/weekend rate periods.* This plan 

incorporated the existing distance-sensitive MTS 

rate structure by applying the additional discount 

~o existing rates. 

2. Taoered Plan - Subscribing customers paid a 

mont~ly charge and an additional hourly usage 

rate for the first hour of ~alling each month 

~uring the night/weekend ra~e period. When· 

monthly usage was a portion of an hour, the 

customer was charged'the appropriate fraction of 

the hourly rate. Usage in excess of one hour was 

billed at a lower hourly usage rate. This plan 

differed from the ~xisting MTS rate structure in 

that the rates were not distance-sensitive. ' 

I 

3. Block-of-Time-Plan -/Subscribing cuStomers 

paid a monthly charge entitling them to receive . 
an initial allotment of either one or two hours 

of monthly usage during the night/weekend rate 

period. Hqwever, unlike the Tapered Plan, usage 

of less than the initial allotment was not 

prorated. Usage in excess of the initial 

allotment was billed at a lower additional hourly 

rate. This plan also established rates 

• Certaln var1ations o~ each plan include a uniform 
evening percent discount to test the demand, cost and 
customer behavior characteristics of this option. 

' J 
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that were not distance-sensitive. The 

Block-of-Time Plan differed from the Taoered Plan . . 
in that a monthly usage allotment was included as 

part of the monthly subscription charge. The 

customer did not receive a reduction in the 

subscription charge if usage was less than the 

monthly minimum allotment. 

For each of the above three Optional Calling Plan 

pricing structures, AT&T developed five rate levels • 

. Thus, the experiment was compo~ed of 15 different Optional 

Calling Plan rate schedules. 

The Commission's Order required AT&T to file by 

March 31, 1984, a report to be made p~lic, describing the ... 

major findings and conclusions of the experiment. This 

document is submitted in accordance with that requirement. 

I 
II. Summary of Major Findings 

The major findings of the Optional Call.ing Plans 

experiment.can be s~arized, as follows: 

1. A significant number of customers purchased 

Optional Calling Plans during the experiment. 

2. Customers view Optional Callinq·Plans positively 

for the followtrrg reasons: 

a) They prov"ide opportunity to minimize long 

distance charges. 
~ 355 
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b) In addition to price savings, other benefits 

flow from the plans such as the ability to 

make longer calls and more control over the 

bill. 

c) · After purchasing an Optional Calling Plan, 

customers state that they receive value -­

•a good deal.• 

d) Most customers woulcr have co·ntinued the 

plans had the exPeriment not ter-minated on 

December 31, 1983 • 

3. · Those customers who purchased Optional Calling 

Plans 

a) call more frequelitly ,· 
I 

b) talk for longer periods of time per c:all, 

c) increase the proportion of calling in the 

discounted plan period. 

4. Demand stimulated by Optional Calling Plans 

occurs on the network in a way that improves 

network efficiency. 

In conclus~Qn,. customers benefit from the 

additional opportunity··~o .exerc;i:se choice in selecting a 

pricing option·vhich best suits their long distance 

calling requirements. ! 356 
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III. Bac:karound 

The MTS Optional Calling Plan research effort 

began well before the experiment was instituted. This 

effort ultimately inv~lved·five separate market surveys, 

the results o·f which were generally confirmed and 

validated by actual customer behavior during the 

experimental offering. 

Home Testing Institute-was retained by AT&T and 

in early 1982 conducted a nationwide mail ·survey of 2,400 

residence customers. The mail·survey described various 

optional MTS pricing plans, an~ .. asked the customers to 

indicate a plan preference and the likelihood of purchase 
~ 

under each plan on a scale of l to lO. The results of 

this survey indicated that some plans caused a good deal 

of positive interest, while others drew little interest.· 

From this information, AT&T val able to ascertain what 
. 

pricing plans needed further investigation, thereby aiding 

in the design of a valid experiment. 

The survey results were then calibrated against 

Bell System experience with optional f~rms of pricing such 

as local measured service and intrastate optional toll 

calling plans in Wisconsin and Florida. This led to the 

development of a nation.w.ide estimate of the likelihood of 

purchase under vario.·us.· .. Op.tional Calling Plans. 

; 
~J 357 
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AT&T next estimated how customer calling volumes 

would change following the purchase under an Optional 

Calling Plan. These demand estimates came from the Rate 

Evaluation System (RES.) model and were based on an 

historical measure of demand elasticity developed for 

changes in MTS price levels. 

This total process provided AT&T with a 

hypothetical but consistent view of the degree of customer 

interest·, the likelihood of purchase and the demand 

stimulation of Optional Calling Plans. This analysis was 

then utilized to help design the ... experiment. The trial 

areas for the experiment were 24 NXXs located in New York, 

Californi~ and Iowa and included in excess of 150,000 

residence customers. The control exchanges w~re 12 NXXs 

in these states and included in excess of 60,000 residence 

customers. t 

After the trial NXXs were selected by AT&T, but 

prior to the start of the experiment, a second ·market 

survey was con~ucted. This survey was conducted by Data 

Development Corporati~n, retained by AT&T. This survey 

consisted of a customer mail survey in each of the trial 

NXXs during the second quarter of 1983. Surveys were sent 

to 1,000 customers in each trial NXX (or a total of 24,000 

customers). A total of 6,084· responses were received. 

Customers were asked to comment on the exact optional 

calling plan later to be ~:~~ in the trial including 

likelihood of pur~hase (on·a·~-~v scale), identification 

" . 



( 

- 7 -

of perceived benefits and estimation of changes in long 

distance calling. Also, customers were asked to provide 

certain demographic information which, as shown in Section 

III, demonstrated that the ;customer population of the 

trial NXXs was reasonably representative of the nation as 

a whole, and that no demographic group was excluded. 

The experiment began during the lst week of July, 

vith a direct mail promotion being sent to 151,000 customers 

in the.24 trial NXXs. Thereafter, Data Development 

Corpora~ion conducted a follow7up telephone survey to 

determine customer awareness of Optional Calling Plans as a 

result of.the mail promotion. This survey was conducted in 

the tria~ NXXs and involved 1,300 interviews. This survey 

iaentified an overall awareness of the AT&T Optional Calling 

Plan at ·the 19% level, or approximately 28,500 customers, 
I 

based solely on the direct mai~ promotion. In addition, AT&T 

initiated a telemarketing campaign in mid-August 1983 

(conducted_ by Salesnet Corporation of Connecticut). This 

effort was directed to 30,000 customers representing 20% of 

the residence customers in the trial exchanges chosen 

randomly from each trial NXXs. Of these customers, approxi­

mately 24,000 answered ~he telephone calls. Of that group, · 

about hal~, or 12,000, customers provided information about 

the experiment. The telemarketing effort ascertained reasons 

for purchasing or not.·purchasing under an Optional Calling 

Plan, and an evaluation of direct mail promotional material. 

359 
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The fifth and last market research survey was 

conducted during December 198·3 and was directed to 

customers who had purchased under an Optional Calling Plan 

during the trial. Data Development Corporation conducted 

the research and co~pleted 1,472 telephone interviews. The 

principal objectives of this research were to deter.mine .why 

customers had purchased under the plans (a post-purchase 

perspective) and what they now believed to be the benefits 

of Optional Calling Plans. Additionally, customers were 

~sked whether they felt they received val~e from the 

purchase and if they would hav.e continued the plan had the · 

experiment not been ter.Minated. In addition, demographic 

·infor.mation was obtained. 

IV. The Osage and Demographic Characteristics of the 
'!'rial NXXs 

The trial design established the NXX as the basic 
I . . 

experimental unit. Each NXX covered approximately 6,000 . 
potential customers. All relevant ranges of historical MTS 

usage were represented. The trial NXXs were grouped under a 

wire. center umbrella. In general, witnin each wire center 

two Nxxs were given matched tre~tments (~, matched 

Optional Calling Plans or choices of plans) and one NXX was·· 

reserved for control purposes. This process was repeated 

four times in each trial state (New York, California and 

Iowa) resulting in a total of 24 experimental NXXs and 12 

control NXXs. 

360 
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By way of illustrating the representativeness of 

the trial sample with regard to historical usage, the 

following chart compares the minutes of MTS ODD usage of 

custo~ers in the trial NXXs with customers nationwide •. 

Total Minutes Of Trial 
LD Usage Per Month NXXs* Nation** 

0 46.6% 44.7% 
1-60 36.3 39.9 

60-120 9.3 9.4 
>120 7.8 6.0 

This comparison shows usage patterns in the trial 

areas are highly representative-of the nation as a whole. 

The trial included all relevant ranges of long distance 

users i~cluding customers with low and zero usage. 

Further, the trial areas included significant numbers of 
I 

customers at all usage levels.i No usage level was 

excluded from the experiment. 

Within the trial .NXXs, customer specific monthly 

long distance usage data was collected both before and 

during the trial •. Data was collected for purchasers and 

non-purchasers of the Optional Calling Plans. This data 

was collected because a significant predictor of future 

• June 1983 Bllling. . 361 
** June 1983 Billing based on a rando~ national sample of 

70,000 resid~nce customers. 
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customer behavior relative to Optional Calling Plans is 

current usage levels. Customers with similar usage 

patterns will face similar economic incentives and, 

therefore, react similarly to· rate changes regardless of 

occupation, geographic location or income level. These 

latter variables' main effect, insofar as they are 

important, will be reflected in current usage levels. 

Even if one assumes that, in addition to MTS .. 
usage characteristics, ~he demographic characteri~tics of 

the trial sample are important; the experiment contained a 

reasonably representative demographic sample with regard 
... 

to age, marital status·, household size, income and 

education. The following charts include a demographic 
~ 

profile for the trial HXXs based on the pre-experiment 

mail survey conducted by Data.pevelopment Corporation in 

the 2nd quarter of i983 •. Of tie 6,084 responses received, 

1,860 were from the California experime~tal NXXs, 1,700 

were from the New York experimental NXXs, and 2,524 were 

from the Iowa experimental NXXs. Each state's ·NXX results 

are compared to the tota~ state census population. 

Further, the three-state total is compared to the total 

u.s. census population. In gene.ral, the study sample 

demographic profile is ~cmparable to the u.s. census 

statistics. Even in those cases where there are some 

differences, such as education, each group is well 

represented in the study • 

. , 362 
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DE HOI ~II C PROF ILK - ! -
California Hew York Iowa Tri-State Total 

Observed Observed Observed Observed 
Census In Census In Census In Census In 

Pop. Study Pop. Study Pop. Study Pop. Study Total 
I z· % I x· % ' % % I % X u.s. 

(1860) (1700) (2524) (6084) % 

cation* ., 

ome blab school 
or less 3,703,000 26 8 3,623,000 34 10 490,000 29 12 7,816,000 29 10 34 

ompleted high 
3,58'0,000 school 4,351,000 31 16 33 21 723,000 42 29 8,654,000 33 23 34 

ome college 3,197,000 23 30 1,510,000 14 20 248,000 15 23 4,955,000 19 24 16 
ompleted 
·col lese** 2,779,000 20 21 2,000,000 19 22 239,000 14 17 5,018,000 19 20 16 
rade school 8 7 9 8 
raduate school 17 21 '10 15 

Combined 4 years and 5 or more years 

Education for u.s. Census is for all population 25+, !!£ just heads of household 



DEMO ca.. be PROFILE - 11 ) 
-

California New York Iowa Tri-State Total 
Observed Observed Observed Observed 

Census In Census In Census In Census In 
Pop. Study Pop. Study Pop. Study Pop. Study Total 

f % % ' % I ' % % ' % % u.s. 
(1860) .. (1700) (2524) (6084) % 

! Of Head Of 
iouaehold* 

' 18 - 34 1,875,355 35 35 1,385,018 ·r 31 215,224 29 31 3,475,597 26 33 31 
J5 - 49 1,850,356 25 29 1,670,527 . ~5 33 226,307 23 22 3,747,190 28 26 25 
;o+ 2,848,150 40 36 2,858,316 if.~ 36 454,780 48 47 6,161,246 46 41 44 

.. . 
:-ital Status 

,~ 

Hngle 5,415,858 30 29 3,222,066 28 24· 532,776 24 ·13 3,755,700 14 21 26 
tarried 8,389,100 46 46 6,446,747 5:6 59 1,378,737 62 62 16,214,584 61 56 58 
)ivorced 2,051,049 11 14 525,481 ~ 7 108,527 5 10 2,685,057 10 10 7 
lid owed 1,881,262 10 9 1,028,629 ·' 7 179,470 1 . 15 3,089,361 12 11 7 
Jeparated 524,073 3 2 250,785 .2 3 18,271 1 1 793,129 3 2 3 

:· 
aiebold Size 

~ 2,130,878 25 31 1,649,325 0 26 23 245,931 23 24 4,026,134 25 26 23 ·~ 
~~ 2,764,368 32 33 1,852,616 29 29 347,345 33 35 4,964,329 31 33 31 
l 1,433,275 17 16 1,054,926 17 17 169,285 16 16 2,657,486 17 17 18 

1,228,514 14 12 928,953 15 16 161,306 15 15 2,318,773 14 15 16 
591,391 7 6 489,586 8 8 80,020 8 7 1,160,997 7 5 1 

. or more 481,440 6 2 365,023 6 6 49,146 5 3 895 ,li09 6 4 5 

.aebold Income** 

s than $15,000 3,550,168 41 28 2,868,788 4$ 16 465,667 45 35 6,884,623 43 27 40 
,ooo - $29,999 2,715,739 31 38 1,935,194 3~ 34 352,124 33 38 5,003,057 31 37 32 
,ooo - $49,999 1,828,915 21 23 1,212,729 19 31 196,652 18 22 3;"238,296 20 "25 21 
,000 or more 549,811 6 12 . 329,240 5 20 38,664 4 6 917,715 6 11 1 

• 

Estimated from census dat~ for heads of household, not total population. 

Census income cohorts interpolated to reflect sample measurements. (CONTINUED) , 
·' 
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Lastly, an independent review of the experimental 

design was conducted by Dr. Paul E. Green, s.s. Kresge 

Professor of Statistics from the Wharton School, University 

of Pennsylvania and Dr. Abba Krieger, Associate Professor, 

Department of Statistics of the University of Pennsylvania, . 

who were retained by AT&T. They conclude that the experi­

mental design is both valid and practical and that the 

experiment itself meets scientific standards for validity 

and reliability. A complete copy of their review of the 

Optional Calling Plan -xperiment is annexed to this report 

as Attachment A. 

v. · Customer Purchases of Ootional ·Calling Plans 

~ During the trial offering, over 4,400 customers .. 
purchased under the Optional Calling Plans. This 

represents 2.9% of the total o·f lSi,OOO customers to whom 

the plans were offered i~ the ~xperimental NXXs. It is 

important to note th.e extremely short period of time 

available to promote the experiment. Further, once a 

customer decided to purchase und~r an Optional Calling 

Plan, the decision could generally not be implemented 

until the next effective billing period, a delay of up to ···-·. 

one month. The 2.9% purchase rate is a composite average 

reflecting all purchases under the plans. In order to 

more accurately dete~ine the percentage of potential 

purchases, any analysis.m~st take into account the fact 

that twa different kinds of sa~·es promotion were involved 

(direct mail and tel~arkptinQ) durinq the experiment • 
.. 365 
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The actual market trial of the Optional Calling 
. 

Plans began in July of 1983, with a direct mail promotion 

to approximately 151,000 customers in the 24 trial 

exchanges.. This vas the first of the sales methods 

employed during the experiment. The direct mail brochure 

vas developed to communicate essentially the same message 

for e~cH plan offered. It was not targeted to any 

customer grouping. 

Customer response to the offer was immediate and 

took the for.m of calls to an 800 Service order number as 

well as the return of coupons·ordering the new options. 

Orders were received from customers in every geographical 

trial area, and from every demographic and historical long 
. ~ 

distance usage stratum. Sales result~ from these channels 

were as follows: 

New York 
California 
Iowa 

TOTAL 

I 

800 jservice and Cou~on Orders 

1037 
749 
653 

2439 

Expressed as a percentage response to the direct 

mail campaign, the results translate.to an average purchase rate 

of 1.6% (2,439 + 151,000 X 100). 

However, these results must be adjusted to 

reflect the customer awareness of the Optional Calling 

Plan offer. Therefore,. in August 1983, Data Development 

366 
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Corporation conducted a survey to deter.mine customer 

awareness in ~he trial exchanges of AT,T's Optional 

Calling Plans. As noted above, this survey concluded that 

the.direct mail promotions· campaign had resulted in a 19% 
• ...,_ • .:.;..& •· •.• ,. -. . .. 

awareness level. Thus, the .1.6' purchase level 

represented a response from a customer population wherein 

only 19% of the customers were aware of the offer. 

To further identify purchase interest in Optional 

Calling Plans, Salesnet Corporation of Connecticut 

conducted an outbound telemarketing campaign directed at 

30,000 customers, representinq 20%, selected randomly from 

each exchange in the three trial locations. This·was the 
.. 

second ,ales method employed during the experiment. The 

campaign began in August ·1983 and concluded in early ' 

September. Approximately 24,000 calls were completed to 
I 

customers in .every demographi~ and historical usage 
. 

strata. Sales:results were very good with 1,968 completed 

sales representing an 8.2% initial take rate. Sales by 

trial area were as follows: 

New York 
California 
Iowa 

TOTAL 

Telemarketing 

753 
561 
654 

i968 
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.We now see from the two sales channels (and a 

very limited promotions campaign) a positive indication 

that, on average, about 8% of the customer base actually 

aware of Optional Calling Plans had an immediate desire to . :•·. . ... , 
·participate in night/weekend options to the basic' MTS 

pricing schedule. Significantly, these experimental 

results confir-m the info~ation obtained from the 

pre-experimental mail surveys conducted by Data 

Davelopment Corp. during the second quarter of '1983 in the 

trial exchanges. Customers were asked to· evaluate, on a 

scale of 1-10, the likelihood that they would purchase the 

very same Optional Calling Plan to be offered in that 

NXX.~ In the scale, a 10 response represented a definite 

intent to purchase. As noted above, about 6,000 cu~tomers 

responded. Those, who stated that they would definitely 

purchase at the •1o• level, represented the following 

percentage purchase range rate of the total of 6,000 

responses: 

State 

New York 
I ova 
California 

Range of Purchase Rates 
for Different Plans 

7% - 14% 
4% - 8% 
S% - 13% 

Thus, it is clear that the average purchase rate 

during the experiment confirms the survey data obtained 

prior to the experiment • 

. 368 
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· VI. Benefits of Ootional Cal~ing Plans to Customers 

Based on the Optional Calling Plans actually 

·purchased during the experiment, AT&T concluded that no 

one pla~ structure was dominant. No single.Optional 

Calling Plan was preferred by all customers. Thus, on a 

total experiment basis, the following distributions of 

purchase per plan type was obtained: 

Plan Type 

Linear 
'l'apered 
Blocked 

NUmber of Customers 

1572 
1232 
1603 

Thus, all plan structures and rate levels satisfied 

various customer needs • • 

. Having concluded that customers want some form of 

off-peak Optional Calling Plans, it is now important to · 

focus on the experimental findings with respect to customer 

perceptions of the benefits·of Optional Calling Plans. 

One major conclusion is that immediate savings 

over current long distance expenditures is only one of the 

perceived benefits. Indeed, as is shown later, the 

majority of customers expanded their long distance calling 

after purchase. 

As noted above, market surveys were conducted 
. . 

within the experime~;al NXXs first prior to the exper.iment, 

then during the experiment, and, finally, at the end of 

~ 369 
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the experiment. Customer perception of the benefits to be. 

derived from Optional Calling Plans did not vary 

significantly from survey to survey. 

The pre-trial research was conducted by Data 

· Development Corporation via a direct mail questionnaire. 

Customers stated that they believe~ the benefits of 

Optional Calling Plans were: 

- Saving money 

Ability to make more calls 

Ability to make longer calls 

~ring the t~lemarketing c~paign conducted by 

Salesnet Corporation in August 1983, customers who 

purchased an Optional Calling Plan as a result of this 

sales promotion were asked to identify the major reasons . 

for purchasing the plan. The following reasons for 

purchase were identified from a total of 1,938 purchasers: 

More Savings 58% 

More Control Over Bill 16% 

More Calls Per Dollar 26% 

A major findi~g here· ·is that 42% of the responses 

fall into the areas of control and more calling. On 

closer inspection, however, of those customers indicating 

370 
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"more savings," a majority of the respondents would not 

have saved money based on their long distance usage from 

the month immediately prior to purchase. This finding 

strongly ~uggests that many customers purchased an 

Optional Calling Plan with the intention of increas_ing 

usage in order to take full advantage of the savings 

offered under the plan. • 

As_a final measure of customer benefits from the 

Optional Calling Plans, Data Development Corporation · 

conducted a third and final research survey. This survey 

was conducted among customers who had purchased an 

Optional Calling Plan during the experiment. 

~ One major focus of this survey was to determine 

perceived customer benefits from that group of customers 

who not only purchased a·plan, but also had experienced 

several months of service under the condit"ions of the 

plan. 

To· initiate an open ended discussion, customers 

were asked if they believed they had rec.eived a •good 

deal" for themselves and their family. 72% of the 

customers said Yes. This was across all plans offered. 

The major reasons.supporting the perception of 

having received a "good deal" were as follows: 

saving money on long distance calls. 
371 
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OCPs are easy to understand and convenient 

to use. 

OCPs provide the ability to make more and 

longer calls. 

Increased ability t,o keep in touch with 

family and friends. 

High quality of service. 

To deter.mine if customers would have continued 

the plan if the experiment had not been ter.minated, they 

were asked whether they would have bought under the plan 

if it was to be offered on an ongoing basis. 67% of the 

:espondents said they would purchase, 14% said they might 

and the remainder stated they probably would not buy. 

The ~verall majo~ conclusions to be derived from 

these surveys from a customer perspective can be 

summarized as follows: 

Customers want Long Distance Optional 

~allinq Plans. 

Customers see oPtional Calling Plans as 

providing benefits that are in addition to 

· the price savings these plans offer. 

372 
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The majority of customers who purchased an 

optional plan state that they received value 

-- a good deal. 

The majority of customers woulc have 

continued the plans had the experiment not 

terminated. 

VII. Demand Response After Purchase Under ~~ Optional 
Calling Plan 

Customer specific long distance usage data were 

collected for all 151,000 residence customers in the trial 

exchanges and for the 60,000 residence customers in the 

control exchanges. 

... 

.. . 

Once a customer purchased under a plan, the inter­

state long distance usage of that customer for the month prior 
I 

to purchase and for the monthi after purch~se were analyzed. 

That analysis provided the following distribu~ions: 

Average Long Distance 
Minutes of Use for the 
Month Prior to Purchase 

Up to 120 Minutes/Mo. 
Over 120 Minutes/Mo. 

Percent· of 
Purchasers 

69.3% 
30.7% 

·The major conclusion here is that options are not 

attractive just to he~vy users of long distance. Indeed, 

more than two thirds of ·th~ custome~s selecting an option 

averaged less than two hour·s of calling for the month 

immediately preceding purchase. 
! 373 
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k major objective of the experimentation program 

was to deter.mine if customers who purchased Optional 

Calling Plans increased their long distance usage 

following purchase. 

To.quantify the degree of change, customer 

specific interstate long distance usage data were analyzed 

for one month preceding purchase and for all available 

months following pur~hase. The analysis was perfor.med by 

matching,each customer who bought under a plan with a 

corresponding customer in the control NXX in the same wire 

center. Customers were matched on the basis of 

pre-purchase minutes of use and total long distance bill. 

For example, a purchasing customer, whose usage in the 
• 

month prior to purchase was 3~ minutes and whose long 

distance bill was $7.50, was matched with. the customer in 

the control NXX, whose usage and bill were closest to 

that. This provides an a~curate deter-mination of the 

effect of the Optional Calling Plans which includes 

controls for seasonal and calendar effects, for general 

economic conditions and for demographics on the average. 

The tables below summarize the results of the analysis and 

. ---. ~ 

include the t-statistic as well. 

In terms of s·tandard statistical procedures, the 

t-statistic measures whether -che observed change is 

significantly greater than would be expected based on the 

·. 
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nor.mal range of variation for the variable under study. 

For very large sample sizes, a t-statistic exceeding 2.0 

would only occur from nor.mal variation with probability of 

.0228~ For a t-statistic of 3.0, this probability is .0013. 

Therefore, the t-statistics displayed in the following 

tables demonstrate very high levels of confidence that 

indeed the changes noted are statistically significant. 

Total Usage Change By Calls 

Percentage 
Change· in 

Trial 
Avg. Long 
Distance 

Customer Calls During 
Usage Segment ' Purchasers Exceriment* t-STATISTIC 

Up to 120 Minutes 69.3 74.3 18.5 
Over 120 Minutes 30·. 7 26.7 5.9 

~ 

Total Usage Change By Minutes 

Percentage 
Change in 
Avg. Long 

Trial Distance 
Customer Minutes During 
Usage SeQtl1ent ' Purchasers Ext»eriment* t-STATISTIC 

Up to 120 Minutes 69.3. 117.6 26.2 
Over·l20 Minutes 30.7 27.4 8.6 

Thus, we can state that customers not only·want 

AT&T Optional Calling Plans but will also increase their 

calling after purchase. 

• AdJusted to remove changes observed for controls. 

~ '375 
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VIII. Network Costs and Efficiency 

For purposes of identifying demand changes that 

reflect a more efficient use of the telecommunications 

network, the following criteria were employed: 

1. Increased conversation length per off-peak call 

demonstrates improved network.efficiency by 

increasing network utilization during off-peak 

periods. 

2. Relatively higher inc~eases in off-peak calling 

(Night/Weekend) versus peak calling (Day) also 

demonstrates an improvement in network 

utilization. Significant network capacity exists. 

during the Night/Weekena rate periods. Options 

that stimulate a~d/orlshift call.ing to these 

periods are desirable in that they mo.re 

efficiently utilize the network and help control 

network costs. 

From the tri.al exchanges, we can observe the 

following average percentage changes in con\ersation 

length following·purchase: 

t 376 
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Average Conversation Lenoth 

Percentage 
Change in 
Conversation 
Length 

.;,us~~re. ·seament ··' Purchasers 
During the 
Exoeriment* t-STATISTIC-

Up to 120 Minutes 69.3 22.7 8.0 
Over 120 Minutes 30.7 5.5 1.6 

A review of the above analysis clearly demonstrates 

that customers who purchase Optional Calling Plans respond . 
with longer conversation times, thus improving the efficient 

use of the telecommunications network. 

Turning our attention now to changes in long 

distance calling demand by time of day, we observe the 

fqllowing in the trial population: 

Changes in Time of 1Day Distributions 

Percent Disj Percent Dis-
Total tribution Prior tribution after 

I ., 

Minutes of Use to Purchase Purchase* ·t-STATISTIC 

Day 
Evening 
Night/Wee ken~ 

13.1. 
40.2 
46.7 

100.0 

9.5 
33.0 
57.5 

100.0 

* AdJusted to remove changes observed for controls. 

-3.9** 
-8.2** 
10.8 

-· -· . 

** The negative ~~statistic reflects the negative change 
--ih the distribution of calling during the day and 

evening rate pe·riods. 

, 
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.This dramatic improvement· in network utilization 

during off-peak periods, combined with significantly 

longer conversation times, supports the conclusion that 

-a~~r~p~rly designed Optional Calling P~ans can be expected 
,. 

to yield improved network efficiencies. 

VIII. Revenue Analysis 

The revenue analysis for the market trial was 

developed oy comparing Interstate Long Distance revenues 

for the month preceding purchase of the Optional Calling 

Plan (and residual Interstate Long Distance revenues) for 

the months following purchase •... 

~ The following table contains the results of this 

analysis: 

Changes in DDD Long Distance Revenues 

Percen~aqe 
Change in 
Customer Bill 

Total LD Revenues During 
Minutes Of Use the Exoeriment * t-STATISTIC 

Up to 120 Minutes 116.9% 33.8 
Over 120 Minutes 17.5 5.1 

The above results clearly demonstrate that ···--

customer response to Optional Calling Plans in the trial 

areas resulted in a significant increase ·"in long distance 

revenues. 

* AdJUSted to remove changes .observed for controls • 

. .378 



SECTION 4 

Billing Availability For Block-of-Time Calling Plan 

Availability Date 

June 1984· 

July 1984 

August 1984 

September 1984 

October 1984 

November 1984 

January 1985 

Local Exchange Carrier 

New York Telephone 
New England Telephone 

Telegraph 
Pacific Bell 
Cincinnati Bell 
Northwestern Bell Telephone 
Ohio Bell Telephone 
Wisconsin Bell 

Illinois Bell Telephone 
Indiana Bell Telephone 
Michigan Telephone 
Southern Bell Telephone 

and Telegraph and 
South Central Bell 

Telephone 
Mountain States Telephone 

and Telegraph 
Southern New England 

Telephone 
Chesapeake & Potomac 

Telephone 

New Jersey Bell 

Pacific Northwest Bell 
Telephone 

Other Carriers 

.. 
379 

% Customers 

7.4 

4.2 
9.1 

.7 
3.0 
2.8 
1.4 

3.9 
1.4 
3.3 

12.7 

4.3 

1.4 

4.9 

9.5 

4.2 -
3.3 

2.2 

20.3 -

Total 
Cumulative 

28.6 

60.5 

70.0 

74.2 

77 .• 5 

79.7 

100.0 
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Section 5 

ECONOMIC DATA 

I. INTRODUCTION 

Pursuant to Section 61.38 of the Commission's 

Rules and Regulations, the following economic data in 

support of Transmittal No. 79, revisions to Long Distance 

Message Telecommunications Service (MTS), are provided. 

This information demonstrat~s that the introduc-

tion of Block-of-Time Optional Calling Plan will result in 

benefits for consumers and for AT&T. Customers will be 

provided additional choices for their interstate MTS 

calling and an opportunity to save money on their long 

distance bills. Further, the Block-of-Time Plan increases 

network efficiency. Lastly, AT&T will be provided with 

new sources of revenue and the Block-of-Time Plan will 

result in an improvement in th' interstate earnings ratio 

after the initial stages of it~ introduction, i.e., when AT&T 

will incur the startup costs associated with implementing 

any new service. 

II. BASIS OF RATEMAKING 

A. Existing Rate Structure 

Under the existing MTS rate structure, the charge 

for a domestic MTS call is based on: (1) class of service; 

(2) mileage between .t~e calling and called parties by rate 

steps; (3) time of ~at/~ay of week of the call; and (4) the 

duration of the call. 
381 
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The initial billing period for all domestic MTS 

calls is one minute. Call duration in excess of the 

initial minute is measured in additional minutes with 

fractional minutes rounded to the next (higher) minute. 

There are 11 rate steps in the domestic MTS rate 

schedule, based on the distance of the call. The mileage 

in the 11 rate steps ranges from 1 to 5750. 

The existing domestic MTS rate schedule includes 

discounts of 40 percent during the evening rate period 

(5 p.m. - 11 p.m. everyday exc~pt Saturday) and 60 percent 

during the night/weekend rate per1od (11 p.m. - 8 a.m. 

daily, all day Saturday and Sunday until 5 p.m.). 

B. The Optional Calling Plans Experiment 

.AT&T'S Optional Calling P+ans experiment 
I 

commenced on July 1, 1983, andjterminated on December 31, 

1983.* The experiment was designed to properly quantify 

customer purchase and usage decisions with regard to the 

Optional Calling Plans and to analyze the effect of the 

demand changes in terms of network costs and efficiency, 

in order to determine whether a nationwide offering of 

Optional Calling Plans is desirable. 

* Memorandum Optnion. ·and Order, 94 F.C.C.2d 551 (1983). 
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The Optional Calling Plans experiment was offered 

within selected central office codes in California, 

New York and Iowa during off-peak periods. The three rate 

plans involved in the experiment were: 

1. Linear Plan - Subscribing customers paid 

a monthly charge entitling them to receive 

an additional uniform percent discount 

within the existing night/weekend rate 

period. This plan incorporated the existing 

distance-sensitive MTS rate structure by 

applying the add1tional discount to existing 

rates. 

2. Tapered Plan - Subscribing customers 

paid a monthly charge and an additional 

hourly usage rate for. the first hour of 

calling each mon~h during the night/weekend 

rate period. When monthly usage was a 

portion of an hour, the customer was charged 

the appropriate fraction of the hourly 

rate. Usage in excess of one hour was 

billed at a lower hourly usage rate. This 

plan differed from the existing MTS rate 

383 
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structure in that the rates we~e not 

distance-sensitive, and a fixed monthly 

subscription charge was applied. 

3. Block-of-Time Plan - Subscribing 

customers paid a monthly charge entitling 

them to receive an jnitial allotment of . 
eitper one or two hours of monthly usage 

during the night/weekend rate period. 

However, unlike the Tapered Plan, usage of 

less than the initial allotment was not 

prorated. Usage in excess of the initial 

allotment was billed at a lower additional 

hourly rate which charge was prorated to 

reflect the appropriate portion of hourly 

usage. This plan al~o established rates 

that were not diftance-sensitive •. 

For each of the above three Optional Calling Plan 

pricing structures, AT&T developed five rate levels. Thus, 

the experiment was composed of 15 different Optional Calling 

Plan ~ate schedules. (See Section 3 for further description.) 

C. Block-of-Time Rate Structure 

The rate st.ruc::~ure selected for this nationwide 

Optional Calling Plan-offering is the Block-of-Time Plan. 

fi 384 
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Although AT&T's analysis of the data obtained 

during the experiment indicated that all three Optional 

Calling Plans satisfied customer needs,* AT&T selected the 

Block-of-Time Plan because customers who purchased the 

Block-of-Time Plan generated higher average levels of 

messages, minutes and revenues after purchase than 

• customers who purchased the other plan structures. The 

Block-of-Time Plan also had the greatest positive impact 

on improving network efficiency. Further, customer 

surveys conducted during and after the experiment indicated 

that a higher percentage of purchasers of the Block-of-Time 

plan thought they received a "good deal" than customers 

who purchased the Linear or Tapered plans. Thus, the 

Block-of-Time structure best satisfies customer needs and 

also delivers the most benefits to AT&T. In addition, the 

Block-of-Time structure introd~ces several new concepts to 

AT&T's MTS customers. These include (1) a monthly 

recurring fee; (2) rates which are distance insensitive; 

(3) rates which include an initial minimum usage allotment; 

* The following represents the distribution of.plans 
purchased during the experiment: 

Plan Type 

Block-of-Time 

Linear 

Tapered 

Sales 

~- .385 
J 

1603 

1572 

1232 

··- .... 
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and (4) rates which do not distinguish between the initial 

minute and the additional minute. Thus, this offering 

presents customers with a significant choice vis-a-vis the 

existing rate struct~re. 

D. Optional Calling Plan Rate Levels 

One of the major objectives of the Optional 

Calling Plans experiment was to select an appropriate rate 

for a nationwide offering by measuring customer reaction 

to th~ various price levels. offered during the experiment. 

The rates selected for the Bl~ck-of-Time Plan will provide 

a positive contribution to the MTS category and the firm. 

Option A offers a rate of $10 for the initial 

hour of usage and an hourly rate of $8.75 for additional 

hours of night/weekend usage.* It is anticipated that the 

initial hour rate will be attractive to customers because 

it represents a discount .fromlthe present average price 

for one hour of calling during the night/weekend rate · 

period. This rate reflects underlying costs, including 

access expenses, and takes -into account the experimental 

data regarding customer response to the Bloc:t-of-Time Plan • 

* The exper1ment te.sted initial hour rates ranging from 
$8 to $16 and additional hour rates ranging between 
$5 and $7. : r 
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The additional hour rate of $8.75 is designed to 

provide medium and low users with an incentive to increase 

their calling beyond the first hour. Heavy users will be 

encouraged to increase their calling as well. Yet, the 

rate is still high enough to be profitable. 

Option B offers all the benefits of Option A, 

plus, for an additional $1.50 per month, Option B entitles 

customers to an additional 15% discount during the evening ·; 

rate period. ·The determination that 15% was an 

appropriate level for the additional evening discount is 

based on experimental results. Additional evening 

discounts ranging between 10 and 20 percent were tested. 

It was determined that 15% was the lowest level of addi-

tional discount that was of interest to most customers. 

The increased customer ch6ice provided by the 

pt"esence of both Option A and hption B t"esults in signifi­

cantly higher customer.interest in the Block-of-Time Plan. 

This results in increased customer purchase rates and 

correspondingly higher demand stimulation and revenues.* 

Consequently, AT&T will be better off financially by 

offering both options. Customers are also better served 

because presenting both options .provides another 

* The exper1ment ~ontained certain exchanges in which 
customers were offered a choice of plans. Data 
obtained from these exchanges confirms these 
conclusions. 
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alternative to the existing rate structure and a further 

opportunity to save money. Thus, the proposed offerings 

will meet the needs of a greater number of customers. 

E. Service Order Charge 

This offering introduces a nonrecurring service order 

charge of $10. The purpose of the charge is to recover the 

costs that the Local Exchange Companies will impose on AT&T 

for the service order processing associated with establishing 

billing for the Optional Calling Plan. A service order 

charge is appropriate because it places the costs associated 

with establishing the Optional Calling Plan directly on the 

users of the service. 

The basis for the service ~barge is the· cost 

estimates for servi~e order pr~cessing received from the 

Local Exchange Companies •. TheJe range from a low of $3.00 to 

a high of $25.00. However, these estimates are under 

discussion with the Local Exchange Companies. Due to the 

large variability in these cost estimates and the antici­

pation that these costs may be lowered, AT&T selected a 

nationwide averaged service order cost at $10, although a 

weighted nationwide average of the estimated costs is $12.37 • 

. Optional Calllhg Plans represent. a new concept 

for AT&T's customers. To encourage.customers to purcha~~ 

an Optional Calling Plan, AT&T will waive the service 

* 
~ 388 
J 

F1gure 1 contains a descr1pcion of the development of 
the estimate. for the service order charge. 
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order charge for 90 days after the Optional Calling Plan is 

available in a rate center area.* It is anticipated that the 

temporary waiver of the service charge will increase customer 

interest for Optional Calling Pla~ by making the offering 
... 

;,.• ! - _. • 

even more attractive to potential customers, and more 

profitable to AT&T in the long term. 

III. DEMAND ANALYSIS 

•i 

The demand analysis for the Block-of-Time Optional 

Calling Plan is heavily based on the results of the interstate· 

Optional Calling Plans rate experiment,** which tested the 

same Block-of-Time rate structures that are the subject of 

this filing.*** 

A. Overview of Demand Analysis Approach 

The demand analysis ap~roach utilized experimenta"! 

data in two key ways. First, the number of customers who 

could be expected to purchase or "take• the tariffed plans 

was estimated. To do this, information about the customers 

in 

* sect1on 3.2.1 I l(a) of Tariff F.c.c. No. 4. 

** The Rate Evaluation System (RES) model elasticities 
(TFP 1303, Section 2) were not used for this purpose 
because the "Block-of-Time" Plan offers a zero marginal 
price for use within ~he first hour. RES is used to 
analyze the demand for long distance when the marginal 
price is greater than zero. 

*** In the experiment, the Block-of-Time Plan was offered 
both with and without the feature of the additional 
evening discount. 

•· 3R9 . 

··- -· -
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the trial ("treatment") exchanges where the Block-of-Time 

plans were offered and their MTS usage was modeled to obtain 

a measure of take for each plan offered in the experiment. 

The model relates the probability of take to the expected 

amount of a customer's MTS"bill sa~ings from use of the 

plan. This model, which is documented in Section 6, 

"Appendix on Demand Analy~is", was then used to estimate the 
.. 

take rates for the filed plans. Second, the amount of 

change in customers' usage of MTS service which could be 

expected as a result of purchase of each filed plan was 

estimated. To do this, the ne~ change in minutes of use was 

measured for plan takers in the experiment and compared to 

the net change for customers in the control exchanges. This 

comparison was then used to obtain a measure of the change 

in usage induced by .the experimental rate plan. This 

two-stage analysis, along with 1 knowledge of the specific 

rate structure and levels. inclhded in this tariff filing, 

allowed for the estimation of the n~~ber of plan takers and 

corresponding changes in their usage and revenue for the 

nationwide plan. 

B. Estimation of the Take Rate 

The first step in the take rate estimation was to 

develop a model which relates the probability of take to . . 

the expected amount of a customer's MTS bill savings from 

use of the plan.* Development of the model parameters was 

based on the experimental,data. 
~ ·390 . 

* This model ts described in more detail in Section 6. 

--.. 
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First, the pre-experimental usage of all the 

customers in the treatment exchanges was examined. For 

each customer, the MTS bill was calculated for one month 

of Dial Station usage at current rates. Then, based on 

the same usage, the bill was calculated under the Optional 

Calling Plan rate offered.in that experimental exchange. 

The difference between the two c~lculations- produced an 

estimate of potential savings. The potential savings 

varied according to the rate levels for the selected plan 

and the amount of usage of each customer. 

Second, the experimental data were examined to 

determine which customers took the Block-of-Time Plans. 

With information about the amount of potential savings for 

each customer taking the plan and each customer not taking 

the plan, the parameters of a take function were estimated 

utilizing a discrete choice model framework.* The take 

function relates potentiai bil~ savings to purchase 

probability and the parameters are employed to calculate 

the probability that a customer will take a plan.** 

* The stat1st1cal technique of maximum likelihood 
estimation was used. Se~ Section 6 for detailed 
information. 

** The parameters apply to the full range of Block-of­
Time plans offered in the experiment based on the 
initial economic assumption that it is savings and not 
the structure of a ·particular plan (except as it 
influences savings) that primarily influences the take 
decision. 

391 
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The next step in estimation of the take rate for 

the proposed plans was to estimate the amount of take on a 

nationwide basis. This was accomplished through use of 

monthly toll billing details from the Market Analysis of 

Revenue and Customer ·(MARC) ·data base, a nationwide 

representative panel of residence customers.* The MARC 

data base includes sample inflation factors for extrapo­

lation to nationwide results. The potential bill savings 

of each customer in the MARC data base was calculated just 

as it had been for those customers in the experiment. 

Then, using the take parameters.described above, the 

probability of take could be calculated for each customer· 

in the MARC data base.** Finally, the total number of 

customers taking the plans nationwide could be deter.mined 

by summing together the take probabilities of the plans 

for all of the customers in the MARC sample, inflated to a 
I 

nationwide customer base by thelsample inflation factors 

in the MARC data base.** The summation of takers wa~ 

completed for each of seven usage segments. These 

* The effect of the price changes resulting from 
optional calling plans is specific to a customer's 
level of savings: therefore, customer-specific data 
was needed to estimate demand effects. The MARC data 
base contains such data. 

** Analysis of the proposed plans required estimating the 
probability of take· for both ~p~ions. See Section 6 
for details. 

• 
II 392 
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segments based on customer usage for one month are defined 

as follows: 0 minutes, 0-15 minutes, 15-30 minutes, 30-45 

minutes, 45-60 minutes, 60-120 minutes, and greater than 

120 minutes.* 

The analysis described above produced estimates 

of the number of customers who could be expected 

ultimately to t~ke the plans. The final step was to 

determine how many customers could be expected to take the 

plans in 1984, 1985 and 198~. To do this, estimates were 

scaled down to reflect advertising budget and sales force 

limitations. These final estimates of the takers in 1984, 

1985 and 1986 were utilized in the next series of 

calculations to determine usage stimulation. 

c. Estimation of Usage Stimulation 

The first step in esti'mating stimulation was to· 

h
. h . , f . 

develop a model w 1c relates the amount o change 1n usage 

to the amount of change in price.** It was necessary to 

determine appropriate measures for change in usage and change 

in price and then to estimate model parameters. 

To calculate the change in night/weekend usage for .... -· . 

the Block-of-Time structure (which is present in both Option A 

and Option B), takers in the experiment were segmented into 

* These usage segments were required in the calculation 
of Optional Calling Plan revenues as described later. 

** This model is explained in more detail in Section 6. 

393 
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four usage categories: 0 minutes, 0-60 minutes, 60-12n 

minutes and greater than 120 minutes. This segmentation was 

based on night/weekend Dial Station usage from a single pre­

experiment month. Then, the amount of usage in the pre­

experiment month was subtracted from the amount of usage in 

each month of the experiment. 

To account for the e!fect of other circumstances 

besides the plans, data from the control groups were 

processed in the same manner described above for.the 

takers. The change in usage for the control group in each 

experiment month ·was subtracted' from the change in usage 

for the takers in each experiment month to determine the 

change in usage caused by the Block-of-Time structure. 

The adjusted change in usage for the takers for each 

experiment month was used in the development of the model. 

I 

To calculate the ·chang~ in price for the Block-of-

Time structure, the marginal price of the Block-of-Time 

feature was compared to the appropriate marginal Dial Station 

price. Then, to estimate the parameters of the model 

relating change in usage to change in price, regression 

analysis was utilized.* The result of the analysis was a set 

of price response parameters for usage categories. 

* Thts process yields partial derivative parameters and 
is described in more detail in Section 6. 

J 
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The next step in estimating stimulation was to 

determine how much additional usage (or stimulation) in 

minutes would result from the takers of the plans. The 

marginal price difference between the Block-of-Time rate and 

the night/weekend Dial Station rates was calculated for each 

of the MTS tariff rate steps within the seven usage segments 

defined previously.* The changes in ma~ginal price were• 

then multiplied by th~ price response parameters to 

determine the change in usage minutes per month per customer. ·· 

This calculation was completed for each rate step within 

each usage category. For each usage category the changes in 

usage by rate step were then weighted by the rate step 

distribution of usage to produc·e the average usage change. 

The last step to determine the amount of stimulation 

.for the Block-of-Time structure was to multiply the annualized 

usage change per customer in each 6f the seven categories by 

the number of estimated t.akersl in the category. This process 

produced the total stimulation of demand in minutes in.each 

usage category for the night/weekend rate period. 

The price difference between the evening discount rate 

and the evening Dial Station rates is a uniform additional 

discount of 15% on the current evening rates. To estimate the 

evening stimulation due t9 the evening discount structure, a 

price elasticity was aeveloped based on the experiment data. 

~ Supra at 12-13. 

395 
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Iowa was the only state which offered interstate 

optional calling plans with an an evening discount. By a 

process similar to that used for the estimation of night/ 

weekend price response parameters, separate parameters were 

developed for the evening and the night/weekend periods using 

Iowa data alone. Because it was perceived that an elasticity 

based exclusively .on Iowa data might not be fully represent-

ative of a nationw~de response, the following process was 

employed to assure that the estimates were representative. 

First, the night/weekend parameters used for the Block-of­

Time plan were transformed to ~lasticity estimates* and then 

aggregated to a single elasticity for the night/weekend rate 
... 

period. Second, the ratio of the Iowa evening price response 

parameter estimate to the Iowa night/weekend parameter 

estimate was determined, and then applied to the night/-
~,. ~· ............................. "' ............... ... •.·: . .. . . : ... , .... . 

weekend elasticity. This process produced ·an elasticity 
I 

appropriate for the nationwide fanalysis of the evening 

· discount structure. 

To calculate the change in usage for the evening rate 

period, the elasticity estimate was applied to the 15% price 

change to yield the percentage change in usage for the takers. 

To translate this percentage change into minutes, the takers'·­

evening usage was multiplied by the percentage change. This 

process produced th~ total stimulation of· minutes for the 

evening period. 

* There 1s an established relationship between elasticity 
estimates and partial derivative estimates. 

' :1396 
j 

• ol 
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Message stimulation was calculated by dividing total 

minute stimulation by the historical residence market average 

call length adjusted for the experimentally induced increase in 

average call length.* After stimulation had been calculated, 

stimulated usage for takers of options in the Optional Calling 

Plan was added to their base usage to derive total usage for 

each option. The impact of the filed Optional Calling Plan on 

demand, in minutes and ·messages, is shown. in Figure 3. 

D. Revenue Calculation for the Optional Calling Plan 

Usage for each option·~as·priced out according to the 

option's charges. Specifically, for Option A, all minutes per 

customer in the night/weekend rate period in excess of one 

hour per month for each of the seven usage categories were 
I 

priced at a prorated amount ofj the additional hourly rate of 

$8.75. These revenues were added to the $10 per customer 

minimum charge in order to obtain total Option A revenue per 

customer in the usage category. Then, revenue per customer 

was multiplied by the number of takers in the usage category 

to obtain total category revenues. Finally, revenues were 
.. __ ..... 

summed over categories to obtain total Option A revenues. 

Option B was priced out .in the same manner as Option A, 

except that the first ~~urly charge was $11.50 and all (base 

* See the Opt1onal Calling Plans Rate Experiment Report 
filed with the Commission on March 12, 1984. A -copy is 
attached hereto as Section 3. 

f 397 
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and stimulated) evening usage was priced at a fifteen percent 

discount off of existing evening rates. The impact of the 

filed Optional Calling Plan on revenues is shown in Figure 3. 

E. Cross-Elastic Impacts 

The Block-of-Time Plan can be expected to have cross­

elastic impacts with AT&T MTS Dial StatiQn daytime and operator­

handled services. These cross-elastic impacts were calculated·, . 
by computing the aggregate residence market sector price chang~~ 

I 

for Dial Station under the Block-of-Time Plan and applying the:; 

operator-handled services c .. ross.:.elasticities from the RES model 

(,!!! TFP 1303). Similarly, the ··aggregate residence market 

sector price changes for Dial-Station evening and night/weekend 

periods were computed and rate period cross-elasticities 

consistent with the RES model for the residence Dial Station 

day market sectors were applied~* Demand and revenue impacts 

in these sectors were estimated
1
using the indicated elasticities 

and the procedure described in TFP 1303, Section 4. 

F. Disaggregation of Demand and Revenue 
for Cost Analysis 

The changes in AT&T MTS demand and revenues due 

to the Block-of-Time Plan is added to the base demand and 

revenues (!!! TFRV) and disaggregated for cost input 

as described in TFP 1301, Sec. 8. 

~ 398 
J 

* These elasticities were estimated by a modification of 
the RES model which l) included separate cross p~ice 
terms for each individual rate period, 2) incorporated 
"symmetryn restrictions on the cross impacts, and 3) 
utilized a random coefficient panel data model specifi-

, • • - ..,:, - -· ·--- ~ - ~ : - m~n , ., n., 

.... -· .. 

... 
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IV. COST ANALYSIS 

This subsection documents the estimated changes 

in cost~, settlements and revenues that will result from 

the:-sl:~·k~of-Time Optional Calling Plan included in this.. ..' 

filing. Results are displayed for both the interstate and 

MTS reporting categories. No separate data is provided 

for the Block-of-Time Plan, because it is not a separate 
.• 

service. The Block-of-Time Plan represents an off-peak 

pricing. option for MTS users. MTS has bee~, and is today, 

provided as a single service. 

The baseline view of 1984 was developed and 

described in the update to AT&T's Tariff Filing Reference 

View (TFRV) filed April 23, 1984. The revised TFRV 

replaces the financial view filed October 3, 1983. Before 

introduction of the Block-of-Ti~e Plan, the total 1984 

interstate earnings ratio is 4}926 percent and the MTS 

category earnings ratio is 3.549. (Figure 2) Figure ~ 

shows the 1984 baseline results adjusted to reflect the 

financial effects of the Block-of-Time Plan. The manner 

in which the baseline was adjusted is described below. 

The 1984 expense and settlement effects of changes 

in demand and revenue resulting from the introduction of 

the Block-of-Time ~lan were determined using the Network 

399 
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Network Cost System (NCS)* using as inputs the changes in 

demand and revenues expected to result from the introduction 

of the Block-of-Time Plan. (See Figure 3) 

Changes in access expenses for 1985 and 1986 are 

developed first using the estimating process which is 

described in the Tariff Filing Reference Package filed 

April 23, 1984.** The next st~p reflects the commitment 

that AT&T understands the National Exchange Carrier 

Association has made to promptly reflect in reduced per 

unit access rates, the decreased p~r unit revenue 

requirements the exchange carriers will experi~n-ce as the 

result of any stimulation in demand. 

The term "fixed access revenue requirement" is 

applied to the assumption that total exchange carrier non-
1 

traffic sensitive revenue· requ~rements will remain fixed 

and not change due to stimulated demand resulting from 

introduction of the Block-of-Time Optional Calling Plan. 

It is assumed that the fixed access revenue requirement 

will be reallocated across the stimulated demand volumes, 

* NCS 1s descr1bed ·ln-TFP 1505o 

** See Volume I, Attachment 1, Appendix 5. 

400 
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resulting in lower per unit·access rates.* The 1984 

results assume that the baseline per unit access rates 

would be applied to the stimulated demand. 

Sales, marketing and promotional expenses 

associated with the introduction of the Block-of-Time Plan 

are developed from estimates which reflect the promotional 

effort planned to implement this offering. The NCS 

results, access expenses and promotional expenses are 

input to the Network Prospective Cost System (NPCS)** to 

develop changes in interstate investments and to compute 

the adjusted total interstate financial results and the 

earning~ ratio. Reporting category results .are 

subsequently developed consistent with the interim cost 
-

allocation manual using the Predictive Fully Distributed 

Cost (PFDC) process.*** 

Results for 1984, ref~ecting the implementation 

of.the Block-of-Time Plan, are shown in Figure 4. 

* See Response submitted by NECA in CC Docket Nos. 
78-72 and 83-1145 on April 3, 1984. NECA recalculated 
the access charge taking into account demand stimulated···­
by an MTS rate reduction. The methodology used by NECA 
corresponds to that utilized.by AT&T. 

** The NPCS and PFDC processes are described in TFP 1503 
and 3000-3999, respectively. 

*** The NPCS and PFD~.processes are described in TFP 1503 
and 3000-3999, respective~y. 

401 
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·· . A similar process is employed to develop the 

results for 1985 and 1986 which are shown in Figures 5 and 

6, respectively. However, the underlying baseline 1984 

costs are used as the proxy baseline for 1985 and 1986 costs 

because no financial view of these years presently exists. 

These figures demonstrate that beginning in 1985, the 

Block-of-Time Plan provides positive contribution, that is, 

annual revenues exceed annual costs. The amount of the 

contribution increases in later years. The 1985 and 1986 

financial results also anticipate a phase-in of end user 

access line charges at $2 starting in June 1985* and an OCC 

discount estimated at 39% for i985 and 22% for 1986. 

As a result of the introduction of the Block-of-

Time Plan, the interstate earnings ratio improves in 1985 

(Figure 5) compared to the 1984 base, reflecting the 

combined effects of both ~S a~d WATS category earnings 

ratio improvement. (The WATS category experiences some 

savings in access charges as a result of the fixed access 

revenue requirement.) 

In 1986 (Figure 6), both the total interstate and 

MTS category earnings ratios are positive when compared to 

the 1984 base. 

* Further Reconsideraton Order, Docket 78-72 (FCC 84-36), 
·released February 15, 1984. 

. 
·~ 
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Figure· ·1 ·shows the development of the Service Order 

Charge estimate. 

Figure 2 Shows the baseline financial view of MTS, WATS 

and total interstate for 1984 before the addition 

of the Block-of-Time Plan. 

Figure 3 Shows the expected change in ~essages, minutes 

·and revenues due to the addition of the 

Block-of-Time Plan in 1984. 

Figure 4 Shows the adjusted financial view ·of MTS, WATS, 

and total interstate with the introduction of the 

Block-of-Time Plan in 1S84. 

Figure 5 Is a proxied financial view of MTS, WATS and 

total interstate with the Block-of-Time Plan in 

·place in 1985. This was accomplished by adding 
I 

the messages, minutes ~nd revenues expected from. 

the addition of the Block-of-Time Plan in 1985 to 

the 1984 Financial Base. This view reflects the 

"fixed access revenue requirement." 

Figure ~ Is a proxied financial view of MTS, WATS, and 

total interstate with the Block-of-Time Plan in ··--· · 

place in 1986. This was accomplished by adding 

the messages, minutes and revenues expected from 

the addition of_ the Block-of-Time Plan in 1986 to 

the 1984 Financial Base. This view reflects the 

•fixed access·revenue requirement." 
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SERVICE ORDER COST ESTIMATE 

TOTAL COST ESTIMATE 
CUSTOMERS PROVIDED BY 

COMPANY (MILLIONS) %TOTAL LOCAL EXCHANGE COMPANY 

NYNEX 
NY 5.7 9.5 . $ 5.30 
N! 3.3 s.s 5.60 

AMERITECH 10.3 17.1 $10.00 

PACIFIC 7.1 11.8 s·.Jo 

U.S. WEST 
KTN 3.4 5.6 12.58 
HWB 2.3 3.8 3o00 
PNB 1.7 2.8 4o80 

s.w. BELL 7.3 12.1 18.48 

BELL SOUTH 
SCB 4.8 8.0 10.70 
SB 5.2 8.6 14.20 

BELL ATLANTIC 9.1 15.1 25.00 

TOTAL 60.2 100.0 

Negotiations are still being conducted on the service order 
charge. AT&T Communications is attempting to obtain lower final 
charges for service order processing. 

~ 404 
' 

NATIONWIDE 
AVERAGE 
WEIGHTED 

COST ESTIMATE 

$ .so 
.31 .• 

1. 71: 

.63.; 

.70 

.11 

.13 

2.42 

.86 
1.22 

3.78 

$12.37 

. 
••• -· 0 
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FIGURE 2 , .. 
1984_FINANCIAL VIEW (BASELINE) ~ 

c 
""" 

(S Thousands) 

TOTAL 
REVENUES MTS WATS INTERSTATE 

. GROSS SERVICE REVENUES 21,341,128 6,874,338 31,647,777 
LES S-SETl'LS. EXCEPT DRG 4,111,470 146,607 4,340,380 
SERVICE REVENUES 17,229,658 6,727,731 27,307,397 
KISC. OPERATING REVENUES 15,852 478 16,700 
LESS-UNCOLL. REVENUES 727,310 17,111 745,000 

TOTAL REVENUES 16,518,200 6,711,098 26,579,097 ---------------
EXPENSES AND OTHER TAXES 

MAINTENANCE 688,572 281,812 1,579,851 
DEPRECIATION AND AMORT. 493,734 185,538 872,350 
TRAFFIC EXPENSES 583,306 67,229 668,539 
COML. AND 'MKTG. EXPENSES 1,028;258 393,410 1,704,065 
OPERATING RENTS 744,856 183,465 1,136,384 
RELIEF AND PENSIONS 334,515 114,750 635,010 
GEN'L. SVCS. AND LICENSES 140,'350 56,331 237,931 
OTHER GENERAL. EXPENSES 728,669 296,165 1,231,746 
OTHER EXPENSES 788 290 1,415 
OTHER TAXES 286,804 124,084 544,278 
ACCESS CHARGE 11,310,901 4,~29,206 17,420,232 

ToTAL EXPENsEs ANDortn:a··:rms· .. -....... ,. i6 ,34o·; 75·3 .. · 6',.5j2",281 ... '2"6,031,801' . ~ .. · 
I 

FEDERAL TAXES ON INCOME -7,159 49,793 97,064 

TOTAL EXPENSES 16,333,594 6,582,073 26,128,865 ---------------
NET EARNINGS 184,607 129,025 450,232 ---------------
INVESTMENTS AND RESERVES 

TELEPHONE PLANT IN SERVICE 7,416,101 2,733,201 13,316,273 
TELEPHONE PLANT UNDER CON. 104,104 38,099 188,709 
PROP HELD FOR FUT TEL USE 5,016 1,836 8,285 .. 
SATELLITE EARTH STATIONS 62,325 0 63,000 
MATERIAL AND SUPPLIES 3,481 1,274 5,976 
CASH WORKING CAPITAL 351,889 128,783 484,853 
LESS-DEPREC. AND AMORT. RES 1,803,384 653,862 3,253,745 

-ACCUM. D'FD. INC. TAX 937,232 343,005 1,673,115 
-CUSTOMERS' DEPOSIT 603 221 1,017 

AVERAGE NET INVESTMENT 5,201,696 1,906,106 9,139,219 
----------------
EARNINGS RATIOS 3.549 6.769 4.926 ---------------- 405 
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Figure 3 

EFFECTS OF BLOCK-OF-TIME OPTIONAL CALLING PLAN 
ON MESSAGES, MINUTES AND GROSS SERVICE REVENUES 

IN 1984, 1985 AND 1986 (MILLIONS)* 

1984 
Conversation 

Messages (M) Minutes (M) Revenues <sii> 

Forecast 
(including OCP) 6,063 46,222 15,432 
Reference View 6,044 45,982 15,385 
Estimated Change 19 240 47 

,' .. 
1985 

Conversation 
Messages CM> Minutes (M) Revenues (SM) 

Forecast 
(including OCP) 6,287 47,472 15,633 
Reference View 6,181 46,201 15,369 
Estimated Change 106 1,271 264 

1986 
Conversation 

Messages CM> Minutes (K) Revenues ($M) 

Forecast 
(including OCP) 6,678 49,699 16,152 
Reference View 6,433 46,895 15,567 
Estimated Change 245 2,804 585 

* Includes offshore.· 

·~ 406 
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FIGURE 4 

ADJUSTED 1984 FINANCIAL VIEW .. 
& 

(S Thousands) ~ 

TOTAL 
REVENUES MIS WATS Ih"!ERSTATE 

GROSS SERVICE REVENUES 21,387,642 6,874,338 31,694,291 
LESS-SETTLS. EXCEPT DRG 4,111,208 146,480 4,339,966 
SERVICE REVENUES 17,276,434 6,727,858 27,354,325 
MISC. OPERATING REVENUES 15,852 478 16,700 
LESS-UNCOLL. REVENUES 728,896 17,111 746,586 

TOTAL REVENUES 16,563,390 6,711,225 "26 ,624,439 ---------------
EXPENSES AND OTHER TAXES 

MAINTENANCE 689,372 281,396 1,580,231 
DEPRECIATION AND AMORT. 494,606 185,372 873,073 
TRAFFIC EXPENSES 583,586 67,131 668,716 
COML. AND MKTG. EXPENSES 1,034,413 395,260 1,713,459 
OPERATING RENTS 745,293 183,215 1,136,417 
RELIEF AND PENSIONS 334,737 114,728 635,185 
GEN'L. SVCS. AND LICENSES 140,579 56,241 238,036 
OTHER GENERAL. EXPENSES 729,787 295,558 1,232,033 
OTHER EXPENSES 789 290 1,415 
OTHER TAXES 281,147 126,475 543,513 
ACCESS CHARGE 11,371,201 4,829,206 17,480,532 

TOTAL EXPENSES AND OTHER TAXES 16,405,509 6,534,871 26,102,610 

FEDERAL TAXES ON INCOME -16,346 48,679 85,223 

TOTAL EXPENSES 16,3~9,163 6,583,550 26,187,833 
---------------
NET EARNINGS 174,227 127,675 436,606 ---------------

. INVESTMENTS AND RESERVES 
TELEPHONE PLANT IN SERVICE 7,429,318 2,730,841 13,327,130 
TELEPHONE PLANT UNDER CON. 104,288 38,067 188,861 
PROP HELD FOR FUT TEL USE 5,019 1,832 8,285 
SATELLITE EARTH STATIONS 62,325 0 63,000 ·-· .. 
MATERIAL AND SUPPLIES 3,487 1,273 5,981 
CASH WORKING CAPITAL 353,658 129,090 . 486,947 
LESS-DEPR.EC. AND AMORT. RES 1,806,576 653,310 3,256,385 

-ACCUM. D'FD. INC. TAX 938,897 342,712 1,674,487 
-CUSTOMERS' DEPOSIT 604 220 1,017 

AVERAGE NET INVESTMENT 5,212,019 1,904,862 9,148,315 
---------------
EARNINGS RATIOS 407 3.343 6.703 4.773 
---------------
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FIGURE 5 

\.~ 

ADJUSTED 1985 FINANCIAL VIEW 
c. .. 

·=;It 
.•.. :.,) ~··: ... 

(i thousands) , 

TOTAL 
REVENUES MTS WATS INTERSTATE 

GROSS SERVICE REVENUES 21,601,533 6,874,338 31,908,182 
LESS-SETTLS. EXCEPT DRG 4,113,865 146,761 4,342,959 
SERVICE REVENUES 17,487,668 6,727,577 27,565,223 
MISC. OPERATING REVENUES 15,852 478 16,700 
LESS-UNCOLL. REVENUES . 736,190 17,111 753,880 

TOTAL REVEh"U!S 16,767,330 6,710,944 26,828,043 

----------------- : ., 

EXPENSES AND OTHER TAXES 
MAINTENANCE 693,762 279,712 1,583,586 
DEPRECIATION AND AMORT. 498,509 184,519 876,200 
TRAFFIC EXPENSES 585,326 66,720 670,037 
COML. AND MKTC. EXPENSES 1,058,040 401,903 1,748,879 
OPERATING RENTS 747,339 182,032 1,136,634 
RELIEF AND PENSIONS 336,076 114,596 636,450 
GEN'L. SVCS. AND LICENSES 141,636 55,921 238,766 
OTHER. GENERAL. EXPENSES 734,649 293,237 1,234,353 
OTHER EXPENSES 792 288 1,415 
OTHER TAXES 290,067 128,097 548,743 
ACCESS CHARGE 11,505,201 4,793,406 17,578,732 

TOTAL EXPENSES AND OTHER TAXES 16,591,398 6,500,432 26,253,~95 

FEDERAL TAXES ON INCOME -8,685 64,553 108,790 

TOTAL EXPENSES 16,582,712 6,564,985 .26,362,585 
--------------~ 

NET EARNINGS 184,618 145,958 465,458 ---------------
INVESTMENTS AND RESERVES 

TELEPHONE PLANT IN SERVICE 7,488,424 2,718,700 13,374,095 
TELEPHONE PLANT UNDER CON. 105,116 37,899 189,521 
PROP HELD FOR FUT TEL USE 5,036 1,816 8,285 
SATELLITE EARTH STATIONS 62,325 0 63,000 
MATERIAL AND SUPPLIES 3,515 1,267 6,003 
CASH lJORXING CAPITAL 356,114 128,395 488,722 
LESS-DEPREC. AND AMORT. RES 1,820,850 650,457 3,267,806 

-ACCUM. D'FD. INC. TAX •! 946,343 341,200 1,680,422 
-CUSTOMERS' DEPOSIT 408 607 219 1,017 

AVERAGE NET INVESTMENT 5,252,730 1,896,202 9,180,381 
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FIGURE 6 
\.· 

ADJUSTED 198 6 FINANCIAL VIEW 
9 

(S Thousands) 

• =~- ... TOTAL ~ ,. . 

REVENUES MTS WATS INTERSTATE 
GROSS SERVICE REVENUES 219,919,370 6,874,338 32,226,019 
LESS-SETTLS. EXCEPT DRG 4,118,676 147,362 4,348,489 
SERVICE REVENUES 17,800,694 6,726,976 27,877,530 
MISC. OPERATING REV'tNUES 15,852 478 16,700 
LESS-UNCOLL. REVENUES 747,028 17,111 764,718 

TOTAL REVENUES 17,069,518 6,710,343 27,129,512 
----------------
EXPENSES AND OTHER TAXES 

MAINTENANCE 701,130 277 r323 1,590,145 
DEPRECIATION AND AMORT. 504,436 183,138 880,861 
TRAFFIC EXPENSES 588,367 66,124 672,482 
COML. AND MKTG. EXPENSES 1,060,373 399,384 1,747,314 
OPERATING RENTS 750,548 180,183 1,137,176 
RELIEF AND PENSIONS 338,668 113,883 638,708 
GEN'L. SVCS. AND LICENSES 143,462 55,744 240,507 
OTHER GENERAL. EXPENSES 741,963 291,028 1,239,276 
OTHER EXPENSES 798 284 1,415 
OTHER TAXES 308,706 124,442 558,647 
ACCESS CHARGE 11,674,901 4,776,106 17,731,132 

TOTAL EXPENSES AND OTHER TAXES 16,813,351 . 6,4~7,639 26,437,663 

FEDERAL TAXES ON INCOME 27,289 79,633 162,073 

TOTAL EXPENSES 16,840,640 6,547 ,2.72 26,599 ,_736 
---------------
NET EARNINGS 228,878 163,071 529,776 ---------------
INVESTMENTS AND RESERVES 

TELEPHONE PLANT IN SERVICE 7,578,:'..92 2,698,950 13,444,113 
TELEPHONE PLANT UNDER CON. 106,372 37,626 190,504 . .. -· 
PROP HELD FOR FUT TEL USE 5,061 1,790 8,285 
SATELLITE EARTH STAriONS 62,325 0 63,000 
MATERIAL AND SUPPLIES 3,557 1,258 6,036 
CASH WORKING CAPITAL 358,488 126,804 489,508 
LESS-DEPREC. · AND AMORT. RES 1,842,525 645,808 3,284,832 

-ACCUM. D 'FD. INC • TAX 957,653 338,740 1,689,271 
-CUSTOMERS' DEPOSIT 610 216 1,017 

AVERAGE NET INVESTMENT 5,313,208 1,881,664 9,226,326 
---------------
EARNINGS RATIOS 409 4·.308 8.666 5.742 
- - - - - - - -- - - - - - -



Section 6 

APPENDIX ON DEMAND ANALYSIS ,_ .. 

A. INTRODUCTION 

This appendix presents the basic economic theory underlying the demand 

modeling as w~ll as the specification and estimation techniques used for 

the Block-of-Time Optional Calling Plans (OCP). Concept~ally, there are 

two major questions ~hat a demand model in this contex~ must address. 
l 
'I 

First, as a function of current calling patterns, who chooses a given 

OCP? Second, for the set of customers who choose the plan, how does i: 

their calling behavior change? These questions are related in a 

non~rivial way, since cus~omers who might not appear to benefit from the 

plan given current usage might in fact benefit after demand response to 

the OCP's lower prices. 

Traditional consumer demand theory provides a partial answer to these 

questions. For each customer, the value of an OCP is computed by 

evaluating the compensati~g variation in the customer's income under the 

OCP tariff relative to the current tariff. The traditional, 

deterministic theory predicts that the consumer will purchase the OCP if 

this value exceeds the monthly recurring charge for the plan. A more 

general theory will allow for some stochastic variables to influence ··· 

choice. For example, individual levels of toll calling vary 

stochasticallY. over time· due to. transitory changes. Thus, toll calling 

is a stochastic variable·.wltich ·influences the choice to purchase an OCP. 
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In ~is appendix, deterministic consumer demand theory is augmented by a 

stochastic decision rule which specifies for any level of "willingness 
f. 

to pay" (defined by compensating variation) there is a probability that 

a customer with that computed value will purchase the plan. The 

probability increases with "willingness·to pay", so that customers with 

low values of. "willingness to pay" have low purchase probabilities while 

customers with high values of "willingness to pay" have high purchase 

probabilities. This analysis assumes that all customers have the same 

own price elasticity of demand and that all cross price demand 

elasticities are zero; it also assumes that income effects are 

negligible. 

B. "WILLINGNESS TO PAY" 

Let U(n, I) he the utility a consumer would receive if the price of a 

given product were n, his income were I, and he purchased all products 

in the quantities that would maximize utility. The function U(n, I) is 

called the indirect utility function; it is decreasing in w, increasing 

in I, homogeneous of degree zero in n and I taken together, and 

quasi-concave in w. Similarly, let U(p,I) be the utility the same 

eon$umer would receive if the price of the same given product were 

lowered to p and his income remained at I. The amount of income the 

customer would be willing to pay for the new, lower price p, thus 
··- -· ~ 

maintaining the same level of utility, is given by the compensating 

variation, CV, in income due ~~the price change 

\ 

U(p,I-CV) • U(w,I) (1) 

41.1 
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NoW\.let C{11', U) be the cost the consumer would incur if the price of 

the given product were w, his utility were U(w, I) and he purchased all 

products in the quantities that would minimize cost. The function 

C(w, U) is called the expenditure function; it is increasing in w, 

increasing in U, and homogeneous of degree one in n. Thus, we may 

equivalently ~tate (1) as 

CV • C(~,U) - C(p,U) a w(p,I,n) (2) 

and we may define the function w{p,I,w) as the "willingness to pay" for 

the lower price p instead of price v. Note that under this definition, 

if a consumer were given a binary choice between the current Dial 

Station marginal price 1r and an OCP two-part tariff with constant 

marginal price p, p<n, and monthly recurring charge B, he would choose 

the ~o-part structure if 

w(p,I,n) > B (3) 

This conclusion is justified as follows. Since the monthly recurring 

charge can be viewed as a reduction in income, condition (3) implies 

that 

U(p,I-B) > U(p,I-w(p,I,n)) • U(n,I) 

+ 

!hat is, utility under the ~o-part tariff is greater than utility under 

11'. 

I .. .. 
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Ac~rding to the deterministic decision rule given by (3), a consumer 

would choose a two-part pricing option if his willingness to pay (WTP) 

for the option's marginal price is greater than its recurring monthly 

.charge. We approximate WTP with the first three terms of a Taylor 

expansion of C(p, U) about the point p•w as follows 

However, it is a well known property·of the expenditure function that 

aC(1r,U) • h(1r,U) a 'If (5) 

where h(w, U) is the compensated demand function; furthermore duality 

theory states that 

h(11',U) - q(n,I) (6) 

where q(w, I) is the ordinary {uncompensated) demand function. 

Therefore, using equations (2), (5), and (6) we may restate (4) as 

. (p-"')2 e 
~(p,I,~) = -q(p-w) - q 2 ~ (7) 

where t is the common own price elasticity of demand. 

C. THE TAKE CURVE - "MODIFIED" LOGIT MODEL 

+ 

........ 

The take curve is a function of WTP; therefore, a modified legit choice 

model using WTP as a predictor·~as estimated from data on customers 

'# 41.3 
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fro'IS\. .. treatment exchanges in New York, Iowa, and California who were 

offered Block-of-Time OCPs. Pre-experimental total bill savings were 

calculated using June, 1983 as the base month for New York and Iowa, and 

May, 1983 as the base month for California, where total .bill savings is 

the difference between the revenue under the current Dial Station price 

and the reven~e under the given OCP price. Pre-experimental bill 

savings enter into the estimation of the take rate t~rough the 

comparison of WTP to the plan's ·monthly recurring charge. 
' :, 

The deterministic: decision rule (3) is appropriat~ for customers offered ,. 

a linear tariff. Under a two-part nonlinear tariff the customer 

potentially faces two marginal prices, one marginal price during the 

first part and another marginal price for the second part! However, the 

nonlinear tariff is the sum of two linear tariffs, one linear tariff 

corresponding to usage under the first part and another linear tariff 

corresponding to usage under the second part. For customers with usage 

only under the first part, the analysis is identical to a linear tariff, 

i.e., equation (3) is applied. For customers with usage under the 

second part, the monthly recurring charge B needs to be adjusted. Ibis 

adjustment reflects that the slope of the second part of the nonlinear 

tariff would imply a different monthly charge if the tariff were linear. 

This fact can be used to compute the adjustment factor. 

Under the first part, let A be the maximum number of minutes, p1 the 

marginal price per minute, and B1 be the monthly recurring charge. 

·:, 41.4 
I 

. .... 
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Under the second part, let p2 be the marginal price per minute and B
2 

be 

the adjusted monthly recurring charge. Then B
2

, the adjusted monthly 
9 

charge, is calculated such that the revenues generated by each component 

linear tariff are equal at A 

which implies 

where the term (p1-p2)A is the adjusted ~actor to_the actual ~onthly 

recurring charge B1 that the customer faces at A. Therefore, the 

generalized decision rule is 

where 8•1 indicates usage exceeds A, 6•0 otherwise. 

The more general theory states that WTP, however, is not completely 

dete~ined, but is subject to some variation depending on some ra~dom 

variable that accounts for unmeasured factors such as telephone usage 

volatility, attitudes toward risk, etc. The decision rule, then, should 

include a stochastic component; the probability that a customer chooses 

an OCP depends on whether his WTP subject to a stochastic component is 
...... 

greater than the (adjusted) monthly recurring charge. 

The stochastic decision rule is given by 

(8) 

~ 41.5 
I 
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where v (the stochastic component of WTP) is assumed to have a standard 

2 2 logistic distribution with mean ~ and variance (w /3)a • Thus, the 

probability that the customer chooses the OCP is given by the binary 

choice logit model 

1 
P(take OCP)~P(w*>B*)=P(~v>B*)~P(-v<w-B*) = l+exp(-((w-B*+~)/a)) 

To modify the model (9) to allow for the fact that all customers will 

not choose simultaneously, let a, (O!a!l), represent the proportion of 

the population that has made a choice concerning the OCP offering •. 

!hen, equation (9) becomes modified as 

P(take OCP) • l+exp(-((~-B*+~)/a)) (10) 

Ihe effect of a<l is that the asymptote of the·modified logit is below 

one; in the short run, the take probability.distribution will achieve a 

maximum value below one. AD. economic interpretation for the parameter a 

is that a measures the dynamic proportion of the long run equilibrium 

achieved at a particular point in time. In the economic long run, then, 

~·1 and a value of a less than one indicates a particular phase of the 

short run a~justment to the long run. 

The parameters a, ~. a, and £ (w-~(t,•)) are estimated using the maximum 

likelihood technique. 

The above procedure was ~arried out only for customers with nonzero 

pre-experimental interstat~ ·Dial Station usage. The estimate of the 

take probability for customers with zero pre-experimental interstate 

Dial Station usage is the sample proportion of zero users choosing to 
I . 

t)Urchase an OCP. t' 4:16 

# .. 
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D. EXTENSION TO TRINARY CHOICE 

The extension from the binary choice to take an OCP or to stay with 

current Dial Station rates, to the trinary choice between option A, 

option B, or staying with c~rrent Dial Station rates involves redefining 

WTP in equati~n (7) as 

e: -1r. 
(11) 

J 

where j•l for option A, j•2 for option B, and j•3 for staying with 

current Dial Station rates. The stochastic decision rule (8) becomes 

w.* • (~.+v.) > B.* (12) 
J J J J 

Thus, the modified logit model for a trinary choice becomes 

(13) 

p(stay with Dial Station) = 1 - P(take OCP A) - P(take OCP B) 

* where ~3-o and B 3-o in equation (12). 

The parameters a, ~. a, and £ (w-~(c,•)) estimated from the binary 

choice model are directly ap~licable to the trinary choice model, since 

the same parameter estimates would result f-rom estimating the trinary 

choice model directly. 

41.7 
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E. ~GHT/WEEKEND USAGE STIMULATION 

Night/weekend stimulation for those customers choosing the one-hour 

night/weekend Block-of-Time OCP was estimated from a weighted least 

squares model and data from the selected exchanges offering 

Block-of-Time. plans in New.York, Iowa, and California for the period 

August-November, 1983. The data was segmented by base month 

night/weekend interstate Dial Station minutes (the base month for New 

York and Iowa was June, 1983, and the base month for California was May, 

1983) into four night/weekend usage segments: 0, 1-60, 61-120, and 

greater than 120 minutes. The data was adjusted by controls selected 

according to usage level, subscription month, and geographical location. 

Post-experimental data was then aggregated over the four usage segments 

and four cells representing time in months since purchase, resulting in 

sixteen data cells. The data includes only those customers that chose a 

night/weekend one-hour Block-of-Time OCP. 

A weighted analysis of the data cells is required because the number of 

available observations (OCP purchasers) declines as the time since 

purchase increases. For example, data vas available for the fourth 

month since purchas~ only for those customers who subscribe in July, the 

first month when the OCPs were offered. 

! .. 

. .. -... 

The model that was estimated for night/weekend stimulation is 

y • XB+u , y•~ (14) 

where ~q is the sixteen cell vector of the control-adjusted differences 

' per customer between the OCP post-ex~erimental night/weekend usage andi ~jl~ 

the pre-experimental. base month night/weekend Dial Station usage. ~p is 



- 10 -

the ~ixteen cell vector of the differences between the OCP marginal 

* price and the night/weekend Dial Station marginal price • S is the 

vector of usage segment specific night/weekend stimulation parameters to 

be estimated, where 3q/3p is the vecto~ of partial derivatives of 

night/weekend usage by usage segment with respect to the marginal price. 

The vector of heteroscedastic mean zero error terms is given by u. 

Each element of the diagonal matrix D is directly related to the number 

of customers in the usage segment and month to which it corresponds. 
., 

These elements are used to correct for heterosc~dasticity in the error · · 

term as well as to correct for heteroscedasticity introduced in the 

dependent variable y because of y' s ratio form. 

The X matrix is a group of binary dummy variables corresponding to the 

usage segments. Each binary variable equals one if the observation 

corresponds to that particular usage segment, and it equals zero 

otherwise. Hence, the model estimated in (14) is simply a weighted 

least squares regression on the means of the night/weekend usage 

segments. 

* Customers choosing· the· n.ight/weekend Block-of-Time OCP with zero base 

month usage were assigned the base month Dial Station average price 

from the MARC database. . 
419 



Before the 
FEDERAL COIIIIIJIIIC&nOBS CODISSIOB 

WaahiDstoa, DC 20554 

) 

In the Matter of ) 
) 

AT&T COMMUNICATIONS, INC. ) 
) 

Revisions to Tariffs F.C.C. No. 263 ) 
and F.C.C. No. 1 ) 

Transmittal No. 79 

MIII!JARD1JII OPDIOB AD OIDD 

Adopted: June 6, 1984 ; Released: June 6, 1984 

By the Chief, Common Carrier Bureau: 

4ill 

1. Before the Bureau are petitions to reject or suspend tariff 
revisions filed under Transmittal No. 79 by AT&T Communications, Inc. 
(AT&T).l AT&T proposes to establish "a natiDnwide Block-of-Time Optional 
Calling plan" for Long Distance Message Telecommunications Service (MTS). 
Under the proposed plan, AT&T customers would be offered the following 
choice of billing options: 

Option A: for a monthly charge of $10.00, customers would 
receive up to one hour of interstate dial station calling 
during the night /weekend rate period. Calling during the 
night/weekend period in excess of one hour would be billed at 
the rate of $8.75 per hour or fraction thereof. 

Opt ion B: for a monthly charge of $11.50, customers would 
receive the services offered under "Option A" plus a 15% 
discouut for interstate dial station calling during the 
evening rate period. The 15% discount would be applied in 
addition to . the current 40% rate discount in effect fer that 
period. 

1 Petitions to reject or suspend were filed by the Association of Long 
Distanee Telephone Companies.- GTE Sprint Communications Corp., Lexitel 
Corp., MCI Telecommunications Corp., Satellite Business Systems, Inc:., 
T e 1 e s p h e r e N e t w o r k , In c: •· , ."T e 1 t e c: S a v in g C om m u n ic a t ion s C o • , C la r k 
Telecommunications, Inc., and Western Union Telegrap.h Co. 

~ 421 



For both options, a nonrecurring charge of 510.00 would be assessed when a 
customer orders a Block of Time plan. This charge would be waived during 
the first 90 days that the offering is available in a given local exchange 
area. 

2. Although AT&T characterizes the Block of Time calling plan as a 
"nationwide" offering, the introduction of the service in particular areas 
is contingent on the billing capabilities of local exchange companies, who 
will be responsible for implementing Block of Time billing. The tariff 
contains a listing of 19 local exchange carriers (all Bell Operating 
Companies} and sets forth specific: dates of availability for proposed plans 
ranging from June 1984 to November 1984. AT&T states that it expects to 
make this service available in substantially all other areas of the country 
by January 1, 1985. AT&T explains, however, that the tariff listings merely 
reflect the current state of negotiations with local exchange carriers. 
Actual service availability may change depending on the willingness and 
ability of individual exchange carriers to offer the necessary billing 
arrangements on behalf of AT&T. 

3. Petitioners urging rejection or suspension of. AT&T's Block of Time 
plan uniformly argue that AT&T 's proposed rates for Block of Time calling 
are be low even the basic, underlying cost of obtaining Switched Access 
Service from local exchange carriers and must, therefore, be far below 
AT&T 's actual cost of· providing ·MTS service. Under either option, the flat 
rate charged for the first hour of calling would result iD revenue to AT&T 
of 16.67 cents per minute (assuming that a subscriber used the entire 60 
minutes purchased)o At the rate of $8.75 for succeeding hours, the per 
minute price would amount to only 14.6 cents. By contrast, AT&T's access 
costs were estimated by petitioners to equal about 18.5 cents per minute.2 
Considering AT&T's own costs in providing MTS service, petitioners argue 
that AT&T's Block of Time calling plan will unavoidably result iu 
significant losses to AT&'!. Such below-cost pricing, in their view, woulci 
be predatory, contrary to the Communication~ Act, and would inhibit 
deve~opment of competition in the long distance message service marketplace. 

2 These estimates were made using the National Exchange Carrier 
Association (NECA) Access Service Tariff F.C.C. No. 1, file4 on March 15, 
1984. Since that ttme, the Commission bas directed NECA to reduce those 
ch a r g e s by 8. 58 percent • S e e In v e s t ig a t ion of A c c e s s and Divestiture 
Related Tariffs, Phase. I, CC Docket 83-1145, FCC 84-201, released May 15, 
1984. Under current rates, therefore, AT&T's basic out-of-pocket costs for 
access would amount to approximately 16.9 cents per minute. This change 
will decrease AT&T's access costs, but will not affect other expenses 
encountered by AT&T in its provision of MTS. 

2 -
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Discuss ion 

4. In general, the Communications Act requires that rates for common 
carrier services regulated by this Commission be based upon costs. 47 
u.s.c. S 20l(b);!!.!, !Ill (WATS), 59 FCC 2d 671, 687 (1976) and cases cited 
there in. As noted above, assuming that customers make fu 11 use of their 
initial 60 minute time period, AT&T'a basic out-of-pocket cost of obtaining 
access to local exchange networks will alone amount to more than AT&T will 
realize in revenue from the service offering. Even without considering 
AT&t 's own costs of providing the ·service, therefore, it is clear that the 
proposed rates of $10.00 and $8.75 per hour will like·ly be noncompensatory 
under current access tariffs. · 

S. In· reply, AT&T argues that, because its overall MTS service 
category is profitable, the Commission should not separately examine 
individual rate elements within MtS. It is true that ve allow AT&T to 
aggregate its costs within broad service categories such as MrS. See~ 
(ICAM), 84 FCC 2d 384, 400 (1981). The Commission has stated, moreover, 
that a strict or inflexible rate of return requirement within service 
categories, including new or reconfigured ones, could stifle innovation and 
the satisfaction of consumer demands. ll· To a certain extent this 
flexibility is born of necessity--a requirement that each service earn the 
exact interstate rate of return would b~, under most circumstances, 
unenforceable. See ~ Here, however, AT&T's access costs, at least •. are 
clearly defined. No serious question of cost allocation arises. Instead, 
simple mathematics reveal that AT&T's Block-of-Time plan is probably priced 
below its current access costs. For this reason, we reject AT&T's argument 
that "overall" MTS profitability is the only relevant inquiry. 

6. AT&T does not dispute that, when viewed under traditional cost 
allocation methods, the Block-of-Time plan will operate at a loss in 1984. 
AT&T would have us take a longer term approach, arguing that consumer 
acceptance of the Block of Time plan will eventually result in increased 
night/weekend calling levels. AT&T claims that because certain parts of 
the access charge burden represent fixed, non-traffic sensitive costs, the 
increased calling levels attributable to Block of Time calling will result 
in lower per-minute access charges in future years. Using these long term 
projections, AT&T calculates that the properly assignable access cost for 
Block of Time minutes, even in the current year, amounts to only 10.3 cents 
per minute, rather than 18.5 cents as claimed by petitioners. Therefore, 
according to AT&T, the Block of Time service would actually be profitable 
even when viewed separately from the remainder of AT&T 's MTS service • 

1. We have not accepted AT&T's attempt to justify current losses on 
these grounds. Until such time that the access charge tariffs are revised • 
AT&T's Block of Time plan would appear to remain unprofitable. In any event, 
we cannot be certain that AT&T is correct in its assertion that Block of 
Time calling will increase over1all demand levels, or that access costs will 
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necessarily be reduced next year or the year after. 3 

8. Having weighed these concerns along with the possible advantages 
of the proposed plan, however, we have determined that it would not be 
against the public interest to al.low AT&T's Block of Time plan to take 
effect. This optional calling plan appears to be a relatively simple, easy 
to understand billing system that many consumers would find useful. 
Moreover, the results of AT&T's optional calling plan experiments, which 
preceded the instant filing, appear to show that customers who purchase a 
Block of Time option increase their off-peak usage levels, which in turu may 
stimulate traffic: and increase network efficiency. In view of these 
potential benefits, we are unwilling to reject the proposed plan summarily. 

9. Petitioners opposing the Block of Time filing argue that because 
AT&T's out-of-pocket access costs exceed revenues, the plan should be 
rejected on that ground alone. That argument, however, proves too much in 
that it can also be directed against AT&T's current MTS rates. At the 
presently effective discount level of 60%, for example, MrS calls during the 
night/weekend rate period of more than a few minutes duration do not 
generally recover access costs unless the call distance falls within the 
uppermost mileage bauds. 4 In fact, close examination of AT&T's 
Block-of-Time plan reveals that the proposed rates approximate an average 
rate under AT&T's current night/weekend rate schedule.S 

10. Moreover, because of the unusual circumstances surrounding the 
transition from the pre-divestiture settlements/division of revenues process 

3 In the ev en t t li at the B lo c k of T im e o f fer in g fa i 1 s to gene rat e 
sufficient revenue to allow AT&T to realize its authorized rate of return, 
we will carefully scrutinize losses attributable to the Block of Time plan 
in determining appropriate rates iD the future. 

4 Because MTS rate schedules are distance sensitive, and moreover, 
are priced under au initial minut.e/additional minute rate str.ucture, it 
is difficult to compare precisely the price of ordinary MTS calling and 
the proposed Block of Time prices. For example. one sixty-minute call 
under ordinary MTS rate schedules would be priced lower than sixty 
one-minute calls of identical distance because initial minute rates are 
higher than additional minute rates. This would not be true under the 
Block of Time rate structure. 

5 This assumes an average night/weekend call length of about 12 minutes 
and 650 miles. Under AT&T •s Tariff F .c .c. No. 263, the charge for an hour 
of such calling {i.e. five ·twelve-minute calls) would be priced at 
approximately $9.96. 
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to the access charge environment, we are reluctant to find that the Block 
of Time plan is unlawful on its face. It may be argued, for example, that 
the disparity between Al'&l''s proposed Block of Time price and AT&T'a access 
coat is mainly attributable to the fact that access charge rate schedules 
are not structured on a peak/off-peak basis. This is essentially an anamoly 
in the current access charge price structure that is under investigation 
in CC Docket 83-1145. Should we find in that proceeding that time of day 
sensitive pricing is reasonable for access charge prices, it would be more 
than likely that the disparity between AT&T'a access costs and its 
night/weekend rates would disappear. In these limited circumstances, it 
appears that it would be more reasonable to allow AT&T to develop its Block 
of Time offering, rather than require rejection of that plan solely for the 
reason that AT&T's access charge costa exceed per minute revenue from the 
Block of Time plan. 6 

11. As noted above, the availability of the Block of Time plan is 
. contingent upon the development of billing contracts with the variDua local 
exchange companies. We expect that this service will be fully available 
nationwide, and that this availability will take place on an expedited 
basis. We will therefore carefully monitor AT&T's progress in establishing 
billing arrangements during the coming six months. If i~ should develop 
that the availability of this service is unreasonably withheld, we shall 
act accordingly. 

12. For the reasons stated above, It IS ORDERED, That petitions filed 
by the Association of Long Distance Telephone Companies !.!..:_.!.!.:.. AltE 
D!liiED. 

13. IT IS FURTHER ORDERED, that this Memorandum Opinion and Order ia 
effective upon adoptiDn. 

FEDERAL COMMUNICATIONS COMMISSION 

~~ 
Jack D. Smith 
Chief, Common Carrier Bureau 

6 Petitioners raise a numb~r of other objections to the Block of Time 
plan. These appear to be pr·emised on the assumption that the hourly rate 
from Block of Time calling is not cost justified. For the reasons stated 
above, we find these arguments, though not wit bout merit, do not warrant 
rejection of the proposed plan. 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 

Washinqton, D.C. 20554 

In the Matter of ) 
) 

RECEIVED 

J{JL ·61984 
FCC 

Office of the Secn!tary 

AT&T Communications, Inc. ) 
Revisions to Tariffs F.c.c. No. 263 ) 
and F.c.c. No. 1 ) 

Transmittal No. 79 

APPLICATION OF THE DEPARTMENT 
OF JUSTICE FOR REVIEW 

I. INTRODUCTION AND STATEMENT OF POSITION 

On June 6, 1984 the Chief, Common Carrier Bureau ("Bureau") 

acting under delegated authority denied several petitions to 

reject or suspend tariff revisions filed under Transmittal No. 

79 by AT&T Communications, Inc. ("AT&T").· ll The tariff 

revisions establish a ''Block-of-Time Optional Calling Plan" for 

lonq distance MTS service which would charqe c~llecs at a flat 

rate for each hour of callinq durinq the niqht/weekend rate 

peciod. 

The United States Department of Justice ("Department"), the 

execut'ive aqency responsible for enforcing the antitrust laws 

--11---ATH eommunieations, -fin:-;-;-- Rev isi:ons-to Tar ifts F. c x-:··-"NO. -·- --· · -· -·-
263 and F.c.c. No. 1, Transmittal No. 79, Memorandum Opinion 
and Order (released June 6,· l984)( .. Bureau Opinion"). 
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and promoting competition, urges the Co~ission to review and 

reverse the Bureau's decision. 2/ The Bureau approved the AT&T 

tariff even though it found that.the ~oposed rates for the 

Block-of-Time Plan are below AT&T's actual cost of_pcoviding 

MTS service. ~he Bureau's decision conflicts with established 

FCC ratemakinq policy and could result in harm to the 

competition developing in interexchange telecommunications. ~/ 

Indeed, the effect of the decis~on may be to undermine the 

Commission policy of cost-based regulation of AT&T. If the 

Commission determines that the access charge rate structure 

causes inefficiency, it should address that problem directly, 

rather tban attempt to remedy it by authorizinq an MTS tariff 

that is apparently below cost. It is hiqhly inappropriate in 

2/ The submission of these comments does not affect the 
Independent enforcement responsibilities of the Department of 
Justice. See, ~, United States v. RCA, 358 u.s. 344, 350 
(1959). 

.. 

~/ The Commis~.ion's rules require anyone filirt9 an application 
for review who has not already participated in the proceedinq 
to describe the mannec in which the person is aggrieved by the 
action taken and to show qood reason why it was not possible to 
participate in the earlier staqes of the proceedinq. 47 C.F.R. 
5 1.115 (1983). As the executive branch aqency responsible foe 
promotinq competition and enforcinq the antitrust laws, the 
Department seeks Commission review of the Bureau's decision, 
althouqh we did not participate in this proceedinq. We are 
concerned that the Bureau's decision could have significant 
anticompetitive consequences in the interexchanqe services 

·- --- tntr:itetplace-;- Moreovet ;-""ttu:f-opinion constinrres-·1[1;n-rp- -----­
departure from lonq-established Commission ratemakinq policy 
that could not have been·anticipated at the time AT&T filed 
Transmittal No. 79. 
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the context of review of an individual tariff for the 

Commission to reject the lonq-standinq ~equlatory pcactice that 

a firm's rates for its menu of services should each cover its 

costs. • 

II. BACKGROUND 

The AT&T tariff would establish .. a nationwide Block-of-Time 

Optional Calling Plan" that would offer two billing options: 

Option A: for $10.00 per month cu-stomers 
could make up to one hour of interstate 
calling during the night/weekend rate 
period. Callinq during the night/weekend 
period in excess of one hour would be billed 
at the rate of $8.75 per hour or-fraction 
thereof. 

Option B: for $11.50 per month customers 
would receive the services offered under 
"Option A" plus a 15% discount for 
interstate calling during the ~veninq rate 
period. The 15% discount would be applied 
in addition to the current 40% rate discount 
in effect for that period. !/ 

The Buceau acknowledged that AT&T's basic cost of access to 

local exchange networks will .exceed AT&T's revenues from the 

proposed secvice. 5/ The Bureau ·rejected AT&T's argument that 

the Commission is required only to examine overall MTS 

profitability and need not separately examine individual rate 

4/ Bureau Opinion at t 1. · 

5/ Id. at tt 3, 4, 7, n.2. 
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elements within MTS. 6/ It also rejected AT&T's argument that 

the cost of providinq Block-of-Time service will qo down as the 

volume of the secvice increases. ~e Bureau found that it 

could not be cectain that Block-of-Time callinq will increase 

overall demand levels or that access costs will be reduced in 

the next few years. !/ Despite complete rejection of these 

arguments, the Bureau allowed the Block-of-Time Plan to be 

implemented. It cited as its primary justification possible 

qains in network efficiency resulting from simplification of 

the bdllinq system and compensation for anomalies in the access 

charqe rate structure, such as the absence of off-peak pricinq . 

6/ Id. at 11 s. 

11 Id. at tf 6-7. 

. . --------- --- ----- - ............ -- - - -
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III. DISCUSSION 

The Bureau recognized that the Block-of-Time tariff will 

not cover AT&T's costs of providing the service. 8/ The Bureau 

stated: 

(A]ssuminq that customers make full use of 
their initial 60 minute time period, AT&T's 
basic out-of-pocket cost of obtaininq access 
to local exchanqe networks will alone amount 
to more than AT&T will realize in revenue 
from the service offerinq. Even without 
considerinq AT&T's own costs of providing 
the service, therefore, it is clear that the 
proposed rates of $10.00 and $8.75 per hour 

• will likely be noncompensatory under current 
access tariffs. !/ 

The Commission has long recognized that cost-based pricing 

.s most likely to promote efficient use of the telephone 

Letwork. 10/ Indeed, one of the central purposes of the 

~/ Id. at ' 4. The Opinion states that the flat rate charged 
or the first hour of callinq would result in revenue to AT&T 
~f 16.67 cents per minute. At the rate of $8.75 for succeeding 
~urs, the per minute price would be only 14.6 cents. The 
~ureau estimated that after the most recent access charqe 
lecision, AT&T's costs for access would be approximately 16.9 
:ents per minute. Id. at ! 3, n.2. 

~1 Id. at t 4. The Bureau repeated this conclusion in two 
;thersections of its Opinion. At 1l 5 it stated: "[S)imple 
tathematics reveal that AT&T's Block-of-Time plan is probably 
'riced below its current access costs." At 1f 7·it stated: 
Until such time that the access charqe tariffs are revised, 
.T&T • s Block-of-Time plan would appear to remain unprofitable ... 

0/ AT&T (WATS), 59 F.C.C."2d 671, 678 (1976); MTS and WATS 
irket Stractate, 93""-F ;e-; e-. 2d --2~1:"";- "2'5'1 ( 198"3'}; · Y1fc?;listaeraftoii;----·--.. -·-----
8 Fed. Req. 42984 (Sept. #21, 1983), further reconsideration, 
9 Fed. Reg. 7810 (Mar. 2, 1984), aff'd sub nom. Nat'l Ass'n of 
~q. Util. Comm'rs v. FCC, No. 83-1225 (D.C. Cir. June 12, 
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Modified Pinal Judgment !!/ and the access charqe decision was 

to make explicit and visible the relative costs of local 

exchanqe services and interexchanqe services. This infocmation 

is important primarily to ensure that market power is not 

exploited to the detriment of consumers through charqing 

excessive prices. our competitive concerns here are that AT&T 

may be able to recover the losses resulting from below-cost 

pricinq, either through current cross-subsidization that raises 
• 

the rates for the provision of services outside the 

Block~of-Time periods, or from enhanced ability to charqe 

prices in excess of costs in the future. 12/ Moreover,. pricinq 

below true costs of services qenerally is not economically 

efficient. 

10/ Continued 

l984)("Economics teaches us that, except in certain 
circumstances involvinq market failure, prices equal to the 
cost of producing another increment of a qood, i.e., equal to 
the marginal cost of production, are optimal). 

11/ United States v. American Tel. & Tel. Co., 552 F. Supp. 
131, aff'd mem. sub nom., Maryland v. United States, 104 s. Ct. 
1240 (l983). 

12/ In comments filed in the Commission's Notice of Inquiry 
examining the need for continued regulation of AT&T, the 
Department expressed concern ·that AT&T would continue to have 
market power in interexchanqe ·services f~r some _Rerio~--~1. _____ _ 

-·--------· tilde;·--see- t;onq.-RUn Reqo.rat'ion of-A'l'&'ri Bas1c l>omest1c 
Interstate Services, United States Department of Justice 
Comments at 11-20 (filed April 2, 1984), Reply Comments at ~-22 
(filed June 4, 1984). 
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In liqht of the importance of ensuring that prices reflect 

costs of providing services, it is clear that the reasons 

advanced by the Bureau provide no basis for approval of a 

tariff that the Bureau admitted is below cost. The Bureau 

arqued that AT&T's optional calling plan experiments appear to 

show that customers who purchase a Block-of-Time option 

increase their off-peak usaqe levels, which in turn may 

stimulate traffic and increase network efficiency. 13/ This 

finding is inconsistent with the Bureau's conclusion in the 

Opinion's previous paragraph that "we cannot be certain that 

AT&T is correct in its assertion that Block of Time calling 

will increase overall demand levels . . . •• 14/ 

The Bureau then stated that optional callinq is a 

relatively simple, easy to understand billing system that many 
I . 

consumers wo.uld find useful. 15/ This observation is of no 

consequence to the issue of cost-based pricinq. Whether 

pricing by the hour is simpler or more difficult than pricing 

by the minute has no relevance to the question of whether 

AT&T's tariff is pecmissible under the Commission's cost-based 

pricinq scheme. A simplified tariff structure could be 

implemented at rates that cover AT&T's access charges. 

13/ Bureau Opinion at ' a~ 

14/ Id. at f 7. 

lll !!! . at 1r 8 . 

------· -··- ----- --~-- ... - ··-· --· -· --·-- -------
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The Bureau then also arqued that if the Block-of-Time 

tariff were found impermissible, all of AT&T MTS night/weekend 

rates would also be suspect. !§/ This argument is hardly a 

justification for approval of the Block-of-Time tariff. Sound 

economic theory and regulatory policy genecally dictate that 

each of AT&T's services, regular MTS and Block-of-Time, should 

cover its costs. If other MTS services do not cover costs, 

then they ouqht to be reviewed by the Commission. 

Finally, the Bureau also cited the "unusual circumstances 

surrowndinq the transition . . . to the access charge 

environment" and suqqested that access charge rates miqht be 

restructured on a peak/off-peak basis, a change that would 

likely eliminate the disparity between AT&T's access costs and 

its night/weekend rates. !1/ Again this argument provides no 

basis for approval of the Block-of-Time tariff. The Bureau 

noted that access charges are under investigation in CC Docket 

83-1145, but specifically did not indicate that the Commission 

intends to order peak/off-peak charqes. Moreover, the Bureau 

made no generalized finding that peak/off-peak rate schedules 

for access charges would be desirable. 

If the Commission determines that peak/off-peak access 

charges are desirable, it·. should address that issue directly in 

------~--·-------·-· ------ -·- ------
16/ ~· at 1l 9. 

!11 ~· at f 10. 434 
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the docket examininq access and divestiture related 

tariffs, 18/ rather than abdicatinq regulatory responsibility 

to AT&T. We recoqnize that if the underlyinq access chacqe 

structure is itself inefficient, then economic welfare may be 

adversely affected if consumers are forced to pay prices for 

interexchanqe services that reflect that inefficiency. As a 

matter of effective requlatory practice, however, it is most 

inappropriate for the Commission to rely on AT&T to compensate 

for otherwise avoidable distortions induced by an inefficient 

accesk charge structure. Absent a detailed analysis and 

prescription by the FCC of MTS prices, the likely conclusion of 

the Bureau's approach would be carte blanche pricinq by 

AT&T. 19/ Moreover, if the existing access charges do reflect 

costs appropriately or have been otherwise designed to meet , 

public interest concerns, AT&T's pricing below those costs may 

be considered blatantly anticompetitive or otherwise contrary 

to the goals underlyinq the access charge structure. 20/ 

18/ Investigation of Access and Divestiture Related Tariffs, 
cc Docket No. 83-1145. 

19/ The Department's comments filed in cc Docket No. 83-1147 
recognized the need for continued regulation of AT&T's rates 
for some period. See Lonq-Run Regulation of AT&T's Basic 
Domestic Interstate Services, United States Department of 
Justice Comments at 32-39; Reply Comments at 26-30. 

20/ T~'- pep_artme,nt~ 1.. co~gnent.3_i.D_C.c.....Jlocket_.Ba..... 83.-UA-'- -. - · ··. -- -·-- ··· -- ·- -
--recognized that predatory pricing remains as a possible r1sk. 

Comments, id. , at n. 4 9; Reply Comments, id. , at n. 78 • We do 
not arque hire that the Block-of-~ime tariff is predatory. The 
inescapable conclusion, however, which is only reinforced by 
the Bureau's opinion, is that the AT&T tariff is below-cost 
under any reasonable measure. · 
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IV. CONCLUSION 

The Department urges the Commission to review the Common 

Carrier Bureau's decision to approve AT•T's Block-of-Time rate 

offering. The Bureau's explicit finding that the tariff does 

not even cover the cost of access charges ordinarily should be 

sufficient grounds for rejecting the tariff. If the Commission 

determines that peak/off-peak pricing or other modifications to 

access rate structures are appropriate, it should consider 

thos4 changes in its docket examining access and divestiture 

related tariffs. It is wholly inappropriate to attempt to 

remedy possible defects in the acces~ tariffs by allowing AT&T 

to disregard its out-of-pocket costs for access. The Bureau's 

action could seriously undermine· Commission regulation of AT&T 
' 

and could have serious anticompetitiv~ effects as well. 

carol B. Dinkins 
Deputy Attorney 
General of the United 
States 

Respectfully submitted, 

Do\ijla H. Ginsburg r 
Deputy Assistant Attorney 

General 
Antitrust Division 
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