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O r i g i n a l  s p o n s o r :  B o u c h e r

6-0289H

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 28 ( F i n a n c e )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE -  FIRST SESSION 

A BILL

F o r  a n  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  t e l e c o m m u n i c a t i o n s  a l t e r n a t e

o p e r a t o r  s e r v i c e s . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  FINDINGS. T h e  l e g i s l a t u r e  f i n d s  t h a t  a  g r o w i n g  n u m b e r  o f  

c o m p a n i e s  p r o v i d e ,  i n  a  n o n r e s i d e n t i a l  s e t t i n g ,  t e l e c o m m u n i c a t i o n s  s e r v i c e s  

n e c e s s a r y  t o  l o n g  d i s t a n c e  s e r v i c e  w i t h o u t  d i s c l o s i n g  t h e  s e r v i c e s  p r o v i d e d  

o r  t h e  c o s t .  T he  l e g i s l a t u r e  f i n d s  t h a t  p r o v i d i n g  t h e s e  s e r v i c e s  t o  c o n ­

s u m e r s  w i t h o u t  d i s c l o s i n g  t h e  c o s t  o r  f a c t  o f  p r o v i d i n g  th e m  i s  a  d e c e p t i v e  

t r a d e  p r a c t i c e .

* S e c .  2 .  AS 4 2 . 0 5  i s  a m e n d e d  b y  a d d i n g  a  new  s e c t i o n  t o  r e a d :

S e c .  4 2 . 0 5 . 3 2 5 .  REGISTRATION AND REGULATION OF ALTERNATE OPERA­

TOR SERVICES. ( a )  An a l t e r n a t e  o p e r a t o r  s e r v i c e  may n o t  o p e r a t e  i n  

t h e  s t a t e  u n t i l  i t  h a s  r e g i s t e r e d  a n d  f i l e d  i t s  t a r i f f s  w i t h  t h e  

c o m m i s s i o n .  T h e  a p p l i c a t i o n  f o r  r e g i s t r a t i o r  m u s t  i n c l u d e  t h e  s e r ­

v i c e ' s  n a m e ,  t h e  a d d r e s s  o f  i t s  p r i n c i p a l  p l a c e  o f  b u s i n e s s ,  a n d  t h e  

nam e a n d  a d d r e s s  o f  e a c h  o f  t h e  o f f i c e r s  o f  t h e  s e r v i c e .

( b )  An a l t e r n a t e  o p e r a t o r  s h a l l  i d e n t i f y  t h e  e n t i t y  t h a t  i s  

p r o v i d i n g  t h e  a l t e r n a t e  o p e r a t o r  s e r v i c e  a n d  t h e  c o s t  o f  t h e  s e r v i c e  

b e f o r e  t h e  c o n s u m e r  i n c u r s  a  c h a r g e  f o r  t h e  c a l l .  I f  r e q u e s t e d ,  t h e  

a l t e r n a t e  o p e r a t o r  s h a l l  t r a n s f e r  o r  a s s i s t  i n  t h e  t r a n s f e r  o f  t h e  

c o n s u m e r ' s  c a l l  t o  t h e  c o n s u m e r ' s  c a r r i e r  o f  c h o i c e .  T h e  c o n s u m e r  may 

n o t  b e  c h a r g e d  f o r  t h e  t r a n s f e r .  T h e  s e r v i c e  s h a l l  a l s o  p o s t  on  o r  

n e a r  t h e  t e l e p h o n e  i n s t r u m e n t s  s u b j e c t  t o  t h e  a l t e r n a t e  o p e r a t o r  

s e r v i c e  i n f o r m a t i o n  i n d i c a t i n g  t h a t  t h e  c o n s u m e r  may h a v e  a c c e s s  t o

- 1 -  CSHB 2 8 ( F i n )
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t h e  c a r r i e r  t h e  c o n s u m e r  p r e f e r s  t o  u s e  a t  no  a d d i t i o n a l  c h a r g e .

( c )  I n  t h i s  s e c t i o n ,  " a l t e r n a t e  o p e r a t o r  s e r v i c e "
Il

( 1 )  m e a n s  a  c o n n e c t i o n  t o  i n t r a s t a t e  o r  i n t e r s t a t e  l o n g ­

d i s t a n c e  t e l e c o m m u n i c a t i o n s  f a c i l i t i e s  f r o m  a  n o n r e s i d e n t i a l  l o c a t i o n  

i n  t h e  s t a t e  i n c l u d i n g  a  h o t e l ,  m o t e l ,  h o s p i t a l ,  o r  c u s t o m e r - o w n e d  p a y  | 

t e l e p h o n e ,  o r  f r o m  a  p l a c e  w h e r e  b u s i n e s s  f r o m  c o n s u m e r s  i s  a g g r e -
)

g a t e d ,  b y  a  p e r s o n  t h a t  d o e s  n o t  own a n y  o f  t h e  t e l e c o m m u n i c a t i o n s  j 

f a c i l i t i e s  b e i n g  c o n n e c t e d  t h r o u g h  t h e  s e r v i c e ;
i

( 2 )  d o e s  n o t  i n c l u d e  a n  i n t r a s t a t e  o r  i n t e r s t a t e  l o n g -  ' 

d i s t a n c e  c a r r i e r  t h a t  c o n t r a c t s  f o r  o p e r a t o r  s e r v i c e s  a n d  c h a r g e s  

r a t e s  f o r  t h o s e  s e r v i c e s  t h a t  a r e  n o  g r e a t e r  t h a n  t h e  r a t e s  c h a r g e d  b y  

l o n g - d i s t a n c e  c a r r i e r s  r e g u l a t e d  b y  t h e  A l a s k a  P u b l i c  U t i l i t i e s  Com­

m i s s i o n  o r  b y  t h e  F e d e r a l  C o m m u n i c a t i o n s  C o m m is s io n .

*  S e c .  3 .  AS 4 5 . 5 0 . 4 7 1 ( b )  i s  am en d e d  b y  a d d i n g  a  new  p a r a g r a p h  t o  r e a d :

( 2 9 )  f a i l i n g  t o  c o m p ly  w i t h  AS 4 5 . 5 0 . 4 7 3 .

*  S e c .  4 .  AS 4 5 . 5 0  i s  a m e n d e d  b y  a d d i n g  a  new  s e c t i o n  t o  r e a d :

S e c .  4 5 . 5 0 . 4 7 3 .  DISCLOSURE OF COSTS OF ALTERNATE OPERATOR SER­

V IC ES. ( a )  A p e r s o n  m ay n o t  p r o v i d e  a n  a l t e r n a t e  o p e r a t o r  s e r v i c e  

w i t h o u t  d i s c l o s i n g  t o  t h e  c o n s u m e r  b e f o r e  a  c h a r g e  i s  i n c u r r e d  t h e  

c o s t  o f  t h e  s e r v i c e  p r o v i d e d  b y  t h e  p e r s o n  a n d  t h e  i d e n t i t y  o f  t h e  

p e r s o n  p r o v i d i n g  t h o s e  s e r v i c e s .  T h i s  s e c t i o n  d o e s  n o t  a f f e c t  t h e  

p o w e r  o f  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m is s io n  Co r e g u l a t e  p r o v i d e r s  

o f  a l t e r n a t e  o p e r a t o r  s e r v i c e s  u n d e r  AS 4 2 . 0 5  i n  a  m a n n e r  c o n s i s t e n t  

w i t h  t h i s  s e c t i o n .

( b )  A v i o l a t i o n  o f  t h i s  s e c t i o n  c o n s t i t u t e s  a n  u n f a i r  o r  d e c e p ­

t i v e  a c t  o r  p r a c t i c e  u n d e r  AS 4 5 . 5 0 . 4 7 1 .  N o t w i t h s t a n d i n g  AS 4 5 . 5 0 . -  

5 3 1 ( a ) ,  i t  i s  p r e s u m e d  t h a t  a c t u a l  d a m a g e s  t o  t h e  c o n s u m e r  a r e  e q u a l  

t o  t h e  c o s t  o f  t h e  s e r v i c e  p r o v i d e d  p l u s  $ 2 0 0 .  A d d i t i o n a l  d am ag e s  

m u s t  b e  p r o v e d .

CSHB 2 8 (Fin) -2-
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( c )  I n  t h i s  s e c t i o n ,  " a l t e r n a t e  o p e r a t o r  s e r v i c e "  h a s  t h e  m ean ­

i n g  g i v e n  i n  AS 4 2 . 0 5 . 3 2 5 ( c )

r e a d :S e c .  5 .  AS 4 5 . 5 0 . 4 8 1  i s  am en ded

S e c .  4 5 . 5 0 . 4 8 1 .  EXEMPTIONS. N o t h i n g  i n  AS 4 5 . 5 0 . 4 7 1  -  4 5 .5 0 . 5 6 1  

a p p l i e s  t o

( 1 )  a n  a c t  o r  t r a n s a c t i o n  r e g u l a t e d  u n d e r  l a w s  a d m i n i s t e r e d  

b y  t h e  s t a t e ,  b y  a  r e g u l a t o r y  b o a r d  o r  c o m m is s i o n  e x c e p t  a s  p r o v i d e d  

b y  AS 4 5 . 5 0 . 4 7 1 ( b ) ( 2 7 )  a n d  ( 2 9 ) . o r  o f f i c e r  a c t i n g  u n d e r  s t a t u t o r y  

a u t h o r i t y  o f  t h e  s t a t e  o r  o f  t h e  U n i t e d  S t a t e s ,  u n l e s s  t h e  la w  r e g u ­

l a t i n g  t h e  a c t  o r  t r a n s a c t i o n  d o e s  n o t  p r o h i b i t  t h e  p r a c t i c e s  d e c l a r e d  

u n l a w f u l  i n  AS 4 5 . 5 0 . 4 7 1 ;

( 2 )  a n  a c t  d o n e  b y  t h e  p u b l i s h e r ,  o w n e r ,  a g e n t ,  o r  e m p lo y e e  

o f  a  n e w s p a p e r ,  p e r i o d i c a l  o r  r a d i o  o r  t e l e v i s i o n  s t a t i o n  i n  t h e

p u b l i c a t i o n  o r  d i s s e m i n a t i o n  o f  a n  a d v e r t i s e m e n t ,  w hen  t h e  o w n e r ,  

a g e n t  o r  e m p l o y e e  d i d  n o t  h a v e  k n o w l e d g e  o f  t h e  f a l s e ,  m i s l e a d i n g  o r  

d e c e p t i v e  c h a r a c t e r  o f  t h e  a d v e r t i s e m e n t  o r  d i d  n o t  h a v e  a  d i r e c t

f i n a n c i a l  i n t e r e s t  i n  t h e  s a l e  o r  d i s t r i b u t i o n  o f  t h e  a d v e r t i s e d

p r o d u c t  o r  s e r v i c e ;

( 3 )  a n  a c t  o r  t r a n s a c t i o n  r e g u l a t e d  u n d e r  AS 2 1 . 3 6  o r

AS 0 6 . 0 5  o r  a  r e g u l a t i o n  a d o p t e d  u n d e r  t h e  a u t h o r i t y  o f  t h o s e  c h a p ­

t e r s .

-3- CSHB 2 8 (Fin)



TO: CSHB 28 (State Affairs)

A M E N D M E N T

OFFERED IN THE HOUSE

Page 1, after line 14:

Insert a new bill section to read:

"* Sec. 2. AS 42.05 is amended by adding a n e w  section to read:

Sec. 42.05.325. REGISTRATION AND REGULATION OF ALTERNATE OPERA­

TOR SERVICES. (a) A n  alternate operator service may not operate in 

the state until it has registered and filed its tariffs with the

commission. The application for registration must include the ser­

vice's name, the address of its principal place of business, and the 

name and address of each of the officers of the service.

(b) An alternate operator shall identify the entity that is 

providing the alternate operator service and the cost of the service 

before the consumer incurs a charge for the call. If requested, the 

alternate operator shall transfer or assist in the transfer of the 

consumer's call to the consumer's carrier of choice. The alternate 

operator service may not impose a charge for the assistance or trans­

fer. The service shall also post on or near the telephone instruments 

subject to the alternate operator service information indicating that 

the consumer may have access to the carrier the consumer prefers to 

use at no additional c h a r g e . "

Renumber the following bill sections accordingly.

- 1 - 4/19/89



HB 28 
SPONSOR STATEMENT

HB 28 is a consum er protection  bill.

It is designed  to  p ro tec t te lephone consum ers from  unexpected  
sup p lem entary  charg es w hen using  te lephones from  h o te ls , h o sp ita ls , 
com m ercia lly  ow ned pay phones Oi o ther non residen tia l location .

The unexpected  supp lem entary  charges are  due to "unbundling" o f the 
serv ices tha t w ere fo rm erly  p rov ided  by '" in teg ra ted "  or "packaged" 
ra tes under the o ld  A T& T, Bell System . D ivestiture and deregulation  at 
the national level has a llow ed  a varie ty  o f  m iddle m en to specialize in  
p rov id ing  serv ices that w ere fo rm erly  p rovided  by A T & T for one cost. 
As the varie ty  o f serv ices has becom e unbundled , the sup p lem en tary  
charges usually  associa ted  w ith ho te l te lephone serv ice  has becom e 
know n as A O S, (A lternative  O perato r Services).

E leven  sta tes have already taken  action  to  curb "check-out shock" 
w hich occurs from  these unexpected  charges at hotels. T he  N ationa l 
A ssociation  o f U tility  C om m issioners has passed a reso lu tion  
encourag ing  advance notice  to the pub lic  fo r these charges.

HB 28 gives APU C authority  to regulate  AOS. It also m akes fa ilu re  to 
com ply w ith  this proposed  law  a v io la tion  o f the U nfair T rade P ractices 
and  C onsum er P ro tection  law  p un ish ab le  by a p resum ptive  $200  fine .

Both A PU C and the D epartm ent o f  Law  support the bill and  have o ffered  
am endm ents w hich have to be co o rd ina ted  and w ill be p resen ted  to  the 
C o m m ittee  tom orrow .



TO: CSHB 28 (State Affairs)

OFFERED IN THE HOUSE

Page 1, after line 14:

Insert a new bill section to read:

"* Sec. 2. AS 42.05 is amended by adding a new section to read:

Sec. 42.05.325. REGISTRATION AND REGULATION OF ALTERNATE OPERA­

TOR SERVICES. (a) An alternate operator service may not operate in 

the state until it has registered and filed its tariffs with the

commission. The application for registration must include the ser­

vice's name, the address of its principal place of business, and the 

name and address of each of the officers of the service.

(b) An alternate operator shall identify the entity that is 

providing the alternate operator service and the cost of the service 

before the consumer incurs a charge for the call. If requested, the 

alternate operator shall transfer or assist in the transfer of the 

consumer's call to the consumer's carrier of choice. The consumer may 

not be charged for the transfer. The service shall also post on or 

near the telephone instruments subject to the alternate operator 

service information indicating that the consumer may have access to 

the carrier the consumer prefers to use at no additional charge.

(c) In this section, "alternate operator service"

(1) means a connection to intrastate or interstate long­

distance telecommunications facilities from a nonresidential location

- 1 - 5/3/89



in the state including a hotel, motel, hospital, or customer-owned pay 

telephone, or from a place where business from consumers is 

aggregated, by a person that does not own any of the

telecommunications facilities being connected through the service;

(2) does not include an intrastate or interstate long­

distance carrier that contracts for operator services and charges 

rates for those services that are no greater than the rates charged by 

long-distance carriers regulated by the Alaska Public Utilities Com­

mission or by the Federal Communications Commission,."

Renumber the following bill sections accordingly.

Page 2, line 2, after "service"", through line 7:

Delete all material.

Insert "has the meaning given in AS 42.05.325(c)."

- 2 - 5/3/89
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1 News

C o n g r e s s m e n  A s k  F C C  

T o  M o n it o r  S e r v ic e s

j
•{

BY KATHLEEN KILLETTE

WASHINGTON — House law­
makers last week called for more 
FCC involvement in policing the 
burgeoning market for so-called 
“ alternative” operator services.

Members of the House Tele­
communications Subcommittee 
blasted the practices of operator 
service providers, who have 
been hounded by more than 
2,000 consumer complaints to 
the FCC. The complaints gener­
ally involve the providers’ fail­
ure to notify callers of their rates 
and/or identities, blocking ac­
cess to other carriers, and charg­
ing for incomplete calls.

AT&T’s director of product 
management, Gerald Hines, not­
ed that AT&T is considering 
whether to introduce an “ 800” 
toll-free number to combat the 
call-blocking problem.

Operator service providers typi­
cally compete for the long dis­
tance traffic generated by “call 
aggregators"—such as hotels and 
hospitals—that make coin-operat­
ed and nai-cpin-operaied phones 
available to their patrons.

:.r

Rep. Morkoy: Soma providers 
oc* Ilka 'm uggers/

Currently,, certain call aggre­
gators who have chosen an opctr 
ator service provider block call­
ers’ access to other carriers’ “ 1- 
0-NXX”  dialing codes. For 
example, a caller wanting to use 
AT&T must dial 1-0-288 and 
then the area code and number. 
AT&T sources said an 800 code 
could solve that problem because 
the aggregators typically do' not

block access to 800 numbers.
Comparing the practices of 

some operator service providers 
to “ muggers," House Telecom­
munications Subcommittee Chair­
man Edward Markey, D-Mass., 
voiced strong support for legisla­
tion written by Rep. Jim Cooper, 
D-Tenn.

The bill would require opera­
tor service providers to post writ­
ten notices about rates, answer 
callers’ questions about rates and 
complaint procedures, refrain 
from blocking access to other 
carriers, refrain from charging 
for incomplete calls, and charge 
“just and reasonable”  rates.

But FCC Common Carrier 
Burcau.Chief Gerald Brock told 
the panel that the legislation may 
“ tie the commission’s hands.”
FC C  Action I nade q u a t e

...Last July, two consumer 
groups—the Washington-based 
Telecommunications Research 
Action Council (TRAC) and San 
Francisco-based Consumer Ac­
tion—filed a complaint against 
five operator service providers. 
(Operators, Cont. on Page 63)

F T S - 2 0 0 0  Rates: C h e a p  Bj
BY KATHLEEN KILLETTE

WASHINGTON — AT&T’s tariffed 
rates for the federal government’s FTS- 
2000 network continue to puzzle, but one 
thing is becoming clear. They could be a 
bargain next to rates for comparable ser­
vices AT&T offers users in the private 
sector.

The recently released data show that

FTS-2000 users might enjoy rates that are 
half those paid by customers of AT&T’s-- 
regular switched voice services , and-by 
users of the existing government network, 
the Federal Telecommunications System. 
Rates for the FTS network are not public, 
but some sources say AT&T may be 
charging more than .̂0 cents per minute.

The company’s rates for the Federal 
Telecommunications System 2000 were

unveiled in a ma 
the FCC late la 
Services Admini 
ters die FTS-201 
data to set rates th 
will pay for voice 
offered by the ne 
tionsWeek,- April 

The rates the 
2000 also will de

N I T A  R e c o m m e n d s  E n d i n g  B a n  O
BY KATHLEEN KILLETTE

WASHINGTON — The National Telecommunications 
and Information Administration has urged Congress to 
lift the manufacturing ban on the regional Bell bolding

panies have appealed that ruling to the U.S. 
Appeals for the District of Columbia Circuit 

Tbe NTIA found that the United States' trade 
the high-tech area’s narrowest category—"cc 
tions equipment”—deteriorated to an 
Knn deficit in 1988 from a $580 miflion sarnte'
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1 c  :  last fall, AT&T said the 183 million minutes of •
AT&T s gross revenue, according to the tar- traffic it expects to generate via thafplan will

iff, is expected to be roughly 
$47.5 million. Thus,. AT&T 
would reap average revenue 
of about 5 cents per minute on 
a nationwide, averaged basis.
The per-minute revenue will 
vary, depending on the user’s 
volume of traffic and traffic 
routes.

As for expenses in the 
switched-services category,
AT&T told the FCC that it 
expects to record total after­
tax expenses of $44,756 million. This figure 
includes estimated access costs of nearly $23 
million.
Private-Line Rates

Regarding private-line rates, AT&T esti­
mated that it will reap $73 million in revenue 
during FTS-2000’s first full year of oper­
ation. AT&T also told the FCC that it ex­
pects to operate roughly 2,500 circuits on 
the network.

AT&T’s after-tax expenses in the private-line 
category are expected to total more than $47 
million in 1991/ Of this amount, access ex­
penses will be roughly $9.2 million. Total in­
vestment for private-line plant and services will 
be approximately $63,518 in-1991.

AT&T will record net earnings of abouf- 
$25.8 million in this category for FTS-2000 in 
1991, according to the tariff.
Investment &  Access Costs

AT&T told the FCC that its total investment 
for switched services will be only $400,000 in 
FrS-2000’s first full year. Considering that a 
single switch can cost millions of dollars, 
AT&T apparently is not citing—at least for year 
one—investment in any facilities other than

require nearly $8 million of 
investment for plant-in-ser­
vice.

Comp'ared with that ratio, 
the $400,000 investment for 
930 m illion minutes of 
switched traffic over FTS- 
2000 becomes all the more 
striking. *

But that investment “ docs 
not track to those minutes,’’ 
an AT&T spokesman said of 
the 930 million minutes of 

switched-services use.
“ It’s like apples and oranges,” the spokes­

man said, adding that “ a lot of these minutes are 
carried over portions of the network that do not 
use the same facilities associated with switched 
services.”  He said some of the switched traffic 
may be carried over private:Iine facilities. There 
are numerous instances of dedicated access be­
tween the customer’s location and AT&T’s end 
office, according to the spokesman.

If AT&T’s access expenses are roughly $23 
million for 930 million minutes, the average 
per-minute switched-access cost would be 2.47 
cents.

But in a Jan. 12, 1989, letter to the FCC, 
AT&T said the switched-access costs 
through 1994 for a regular switched 10-mile 
call would be 3.51 cents per minute for 
originating access and 3.51 cents per minute 
for terminating access, for a total of 7.02 
cents per minute.

Yet access charges—the fees imposed by 
telephone companies on long distance carri­
ers—are’declining. It is unclear how AT&T 
arrived, at the 2.47 cent-per-minute figure for 
FTS-2000 in 1991 while predicting that it will 
pay nearly triple that in 1994 for the same type 
of switched services.

. •*
V’’fI

R e p s . B la s t  O p e ra to r  S e rv ic e s
(Operators, Cont. from  Page 12) 

The FCC issued an order in 
February stating that it did not 
have enough evidence to act on 
the groups’ claims that the compa­
nies’ rates were unreasonable. But 
the FCC ordered all operator ser­
vice providers to identify them­
selves to callers, post their rates 
and refrain from call blocking.

These actions, however, have 
not appeased the agency’s crit­
ics. “ I remain unconvinced that 
the market alone will solve the 
problem cf overcharging,” Mar- 
key said.

Brock said the burden of proving 
that an operator services’ rate is 
unreasonable rests on the consum­
er, who can complain to the FCC. 

Tennessee Public Service

Commissioner Steven Hewlett 
disagreed, saying that making 
the consumer prove that a rate is 
unlawful is “ in itself, unjust and 
unreasonable." Markey then 
told Brock that the FCC "has a 
higher responsibility”  to ensure 
that rates are reasonable.

Cooper called the FCC “ dis­
tressingly naive” in its reliance 
on market forces to hold rates 
down.

Executives from two compet­
ing operator service providers— 
National Telephone Services 
Inc., Rockville, Md., and Inter­
national Tclcchargc Inc., Dal­
las—noted that the industry is 
still in its infancy.

Brad Mutchelkanaus, secre­
tary and general counsel of NTS,

said that while the legislation’s 
goal's are “ laudable,” the bill 
fails to recognize that most opcr- 
ator service providers are given 
technically inferior access to 
telephone companies—which 
can result in charges for incom­
plete calls and other problems.

David Wagenhauser, staff at­
torney for TRAC, pointed out that 
on April I, the Bell companies 
began sending out ballots to let 
call aggregators choose carriers 
other than AT&T to provide oper­
ator services for Bell-owned pay 
phones. Because these phones 
will be available to competing op­
erator service providers, "the 
April Fools’ Day joke could be on 
consumers”  unless Congress 
passes legislation, he said.
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bill of rights
By Mark Lewyn 
USA TODAY
m'lf '

k The government is cracking 
down on long-distance compa­
nies that charge a  small for­
tune to place a call from a ho­
tel, airport or hospital phone.

Monday, the Federal Com­
munications Commission told 
five companies that charge 
customers 20 percent to 80 per­
cent more than AT&T, MCI or 
Sprint that they must inform 
callers of their costs.

The so-called "alternative 
operators” also must tell cus­
tomers which company is plac­
ing the call before it goes 
through — and it can’t block 
callers from using other long­
distance carriers.

But the FCC decided not to 
regulate the firms’ rates.
. Until now, many callers us- 

.. ing private pay phones were 

. ^  only finding out weeks later — 
j^ w h e n  the phone bill arrived — 
I'** that they were charged a  pre- 
■ jJn iu m  for a  phone call. 
f^Sv.T hat has prompted com- 

plaints, particularly from busi- 
'^ n e s s  travelers. Response: Many 

'■■’hospitals, airports and hotels 
have stopped using them.

.?r> ’Among the firms cited in the 
; FCC o rd e r  Central Corp., In­
te rn a tio n a l . T elecharge Inc., 
•^National Telephone Services 
'-Inc., Payline Systems Inc. and 

Telesphere Network Inc.
2  V” Right now; all these compa­

nies buy phone time from a 
m ajor carrier such as AT&T 

-a n d  MCI and then give the ho- 
1 tel, airport or hospital that uses 
the service a  cut of revenues.

The FCC also said Monday 
alternative operators must:

►  Put a  sticker on the phone 
with price inform ation or tell 

, the caller the price.
►G iv e  callers a  chance to 

hang up without any charge.
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H O U SE O F R EPR ESEN T A TIV ES

R ESEA R C H  A G EN C Y

P.O. Box Y. Slate Capitol 
Juneau, Alaska 99811-3100 

Mail Stop 3100 
(907) 465-3991

D e c e m b e r  1 9 ,  1 9 8 8

MEMORANDUM

TO:  R e p r e s e n t a t i v e  H.  A .  ( R e d )  B o u c h e r

ATTN: K a t h y  A n d e r s
A .

FROM: M a r i  a  61 a d z i  s z e w s k i
L e g i s l a t i v e  A n a l y s t  (] (J o

RE:  T e l e p h o n e  S u r c h a r g e s  I m p o s e d  b y  H o t e l s  i n  A l a s k a
R e s e a r c h  R e q u e s t  8 9 . 1 1 1  ( R e v i s e d )

You e x p r e s s e d  c o n c e r n  t h a t  c o n s u m e r s  m a y  b e  u n a w a r e  o f  t e l e p h o n e  s u r c h a r g e s  
i m p o s e d  b y  b u s i n e s s e s  a n d  r e q u e s t e d  i n f o r m a t i o n  o n  t h e  s u r c h a r g e  a n d  d i s c l o s u r e  
p r a c t i c e s  o f  h o t e l s  i n  A l a s k a .  H o t e l s  a n d  o t h e r  b u s i n e s s e s  may  a p p l y  
s u r c h a r g e s  t o  t e l e p h o n e  r a t e s  a n d  a r e  n o t  r e q u i r e d  t o  d i s c l o s e  s u r c h a r g e s  t o  
c o n s u m e r s .  B o t h  s u r c h a r g e s  a n d  d i s c l o s u r e  p r a c t i c e s  v a r y  f r o m  h o t e l  t o  h o t e l .  
A l t e r n a t i v e  o p e r a t o r  s e r v i c e s  h a v e  n o t  y e t  b e e n  l i c e n c e d  b y  t h e  A l a s k a  P u b l i c  
U t i l i t y  C o m m i s s i o n  (APUC) t o  d e l i v e r  s e r v i c e s  o n  i n t r a s t a t e  c a l l s  i n  A l a s k a  a n d  
h a v e  n o t  y e t  e n t e r e d  t h e  i n t e r s t a t e  m a r k e t  ( a l t h o u g h  t h e y  h a v e  t h e  a p p r o v a l  o f  
t h e  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n  t o  d o  s o ) .  T h i s  m e m o r a n d u m  d e s c r i b e s  
t e l e p h o n e  b i l l i n g  s y s t e m s  a n d  r a t e  d i s c l o s u r e  p r a c t i c e s  o f  s e l e c t e d  h o t e l s  i n  
A l a s k a .

K e e p i n g  T r a c k  o f  C a l l s  Made

H o t e l s  h a v e  t e l e p h o n e  s y s t e m s  t h a t  p r o v i d e  i n f o r m a t i o n  a b o u t  e a c h  c a l l  p l a c e d .  
S y s t e m s  u s e d  i n  A l a s k a  i n c l u d e

l o n g  d i s t a n c e  o p e r a t o r  s e r v i c e s - - a n  A l a s c o m  o p e r a t o r  c a l l s  t h e  
h o t e l  w i t h  t i m e  a n d  c h a r g e s  a f t e r  e a c h  c a l l  h a s  b e e n  p l a c e d ;

a u t o q u o t e  s e r v i c e - - a n  A l a s c o m  s y s t e m  t h a t  u s e s  a  r e c e i v e - o n l y  
p r i n t e r  a t  t h e  h o t e l  t o  p r i n t  b i l l i n g  i n f o r m a t i o n  a b o u t  e a c h  c a l l ;  
a n d

c a l l  d e t a i l  r e c o r d e r s - - m a c h i n e s  t h a t  e n a b l e  t h e  h o t e l  i t s e l f  t o  
k e e p  t r a c k  o f  c a l l s  m a d e  b y  g u e s t s .

J A N  l 8 Raft



R e p r e s e n t a t i v e  B o u c h e r  
D e c e m b e r  1 9 ,  1 9 8 8  
P a g e  2

T h e s e  m e t h o d s  a l l o w  t h e  h o t e l  t o  know how m u c h  e a c h  c a l l  c o s t s  t h e  h o t e l .  
G u e s t  b i l l i n g  i s  n o t  d e p e n d e n t  u p o n  w h i c h  m e t h o d  i s  u s e d  t o  t r a c k  a  c a l l  o r  
u p o n  t h e  a c t u a l  c o s t  o f  t h e  c a l l .

B i l l i n g  G u e s t s

B i l l i n g  p r a c t i c e s  f o r  l o n g  d i s t a n c e  s e r v i c e  v a r y  f r o m  c h a r g i n g  e x a c t l y  w h a t  GCI 
o r  A l a s c o m  c h a r g e s  t h e  h o t e l  t o  a d d i n g  a  4 0  p e r c e n t  s u r c h a r g e .  Some  h o t e l s  
c h a r g e  a  f l a t  f e e  o f  $ . 5 0  o r  $1 p e r  l o n g  d i s t a n c e  c a l l .  So me  h o t e l s  a l s o  
c h a r g e  f o r  l o c a l  c a l l s .  O f  t h e  h o t e l s  c o n t a c t e d ,  s m a l l e r  h o t e l s  w e r e  m o r e  
l i k e l y  t o  o f f e r  f r e e  l o c a l  c a l l s  a n d  t o  c h a r g e  t h e  a c t u a l  c o s t  o f  l o n g  d i s ­
t a n c e  c a l l s .  L a r g e r  h o t e l s  w e r e  m o r e  l i k e l y  t o  i m p o s e  t e l e p h o n e  s u r c h a r g e s .

A c a l l  d e t a i l  r e c o r d e r  c a n  b e  p r o g r a m m e d  t o  c a l c u l a t e  c h a r g e s  i n  a  v a r i e t y  o f  
w a y s .  T h e  h o t e l ,  f o r  e x a m p l e ,  c a n  p r o g r a m  t h e  r e c o r d e r  t o  c a l c u l a t e  t e l e p h o n e  
r a t e s  ( e i t h e r  GCI o r  A l a s c o m )  p l u s  a  c e r t a i n  p e r c e n t a g e .  T h e  c a l l  d e t a i l  
r e c o r d e r  a t  t h e  W e s t m a r k  i n  J u n e a u  i s  p r o g r a m m e d  t o  c h a r g e  a l l  c a l l s  a s  d a y  
r a t e  o p e r a t o r  a s s i s t e d  c a l l s  a n d  a d d  a  10  p e r c e n t  s u r c h a r g e .  T h e  v a r i e t y  o f  
c h a r g e  c a l c u l a t i o n s  i s  l i m i t e d  o n l y  b y  t h e  a b i l i t y  o f  t h e  p r o g r a m m e r  a n d  t h e  
i n f o r m a t i o n  a v a i l a b l e .  I f  t e l e p h o n e  r a t e s  c h a n g e  a n d  a  c a l l  d e t a i l  r e c o r d e r  
a t  a  h o t e l  i s  n o t  u p d a t e d ,  t h e  h o t e l  l o s e s  o r  m a k e s  m o n e y  d e p e n d i n g  o n  w h e t h e r  
t e l e p h o n e  r a t e s  i n c r e a s e d  o r  d e c r e a s e d .  I n f o r m a t i o n  p r o g r a m m e d  i n t o  a c a l l  
d e t a i l  r e c o r d e r  i s  n o t  n e c e s s a r i l y  r e l a t e d  t o  w h a t  GCI o r  A l a s c o m  a c t u a l l y  
c h a r g e s  f o r  t h e  s e r v i c e .

I n f o r m i n g  G u e s t s

P r a c t i c e s  f o r  i n f o r m i n g  g u e s t s  a r e  a s  v a r i e d  a s  s u r c h a r g e s .  M o s t  h o t e l s  d o  n o t  
p r i n t  d e t a i l s  o f  ho w c h a r g e s  a r e  c a l c u l a t e d ;  s o m e  p r o v i d e  p r i n t e d  g u e s t  
i n f o r m a t i o n  s t a t i n g  t h a t  s u r c h a r g e s  a r e  a d d e d .  A r e p r e s e n t a t i v e  f r o m  t h e  
S h e r a t o n  i n  A n c h o r a g e  s a i d  t h a t  t h e  i n s i d e  o f  t h e  t e l e p h o n e  r e c e i v e r  h a n d l e  i n  
e a c h  o f  S h e r a t o n ' s  r o o m s  d i s p l a y s  a  c l e a r  s t a t e m e n t  t h a t  a  4 0  p e r c e n t  s u r c h a r g e  
i s  a d d e d  t o  e a c h  c a l l .



R e p r e s e n t a t i v e  B o u c h e r  
D e c e m b e r  1 9 ,  1 9 8 8  
P a g e  3

T h e  APUC h a s  n o  r e c o r d  a f  c o m p l a i n t s  f r o m  h o t e l  g u e s t s  i n  A l a s k a  a b o u t  
t e l e p h o n e  s e r v i c e  c h a r g e s .  B e c a u s e  i n c r e a s e d  c h a r g e s  i n  A l a s k a  h o t e l s  a r e  
n o t  d i r e c t l y  c a u s e d  b y  t e l e c o m m u n i c a t i o n s  s e r v i c e s  b u t  r a t h e r  a r e  t h e  r e s u l t  
o f  a d d i t i o n a l  c h a r g e s  a d d e d  b y  h o t e l s ,  c o m p l a i n t s  s h o u l d  b e  d i r e c t e d  t o  t h e  
h o t e l  o r  t o  c o n s u m e r  a d v o c a t e  g r o u p s .

A t t a c h e d  a r e  e x a m p l e s  o f  g u e s t  i n f o r m a t i o n  r e g a r d i n g  t e l e p h o n e  c h a r g e s  i n  a  f e w  
J u n e a u  h o t e l s .  A l s o  a t t a c h e d  a r e  t w o  r e c e n t  a r t i c l e s  o n  a l t e r n a t i v e  o p e r a t o r  
s e r v i c e s .

P l e a s e  l e t  u s  k n o w  i f  we  c a n  p r o v i d e  a d d i t i o n a l  i n f o r m a t i o n .

A t t a c h m e n t s

1  APUC r e p r e s e n t a t i v e  R a y  W i p p e r m a n  d i d  m e n t i o n  a  c o m p l a i n t  f r o m  s o m e o n e  
wh o  a c c e p t e d  a  c o l l e c t  c a l l  p l a c e d  f r o m  a  p a y  t e l e p h o n e  i n  a n o t h e r  s t a t e .  T h e  
c o i n - o p e r a t e d  t e l e p h o n e  w a s  c o n n e c t e d  t o  a n  a l t e r n a t i v e  o p e r a t o r  s e r v i c e .  T h e  
A l a s k a n  a c c e p t i n g  t h e  c a l l  c o m p l a i n e d  o f  r e c e i v i n g  a  b i l l  t h r e e  t i m e s  w h a t  h e  
c o n s i d e r e d  n o r m a l  f o r  s u c h  a  c a l l .  C o m p l a i n t s  o n  i n t e r s t a t e  c a l l s  s h o u l d  b e  
d i r e c t e d  t o  t h e  C h i e f  o f  I n f o r m a l  C o m p l a i n t s  o f  t h e  E n f o r c e m e n t  D i v i s i o n  o f  t h e  
FCC,  2 0 2 5  M S t r e e t ,  NW, Room 6 2 0 2 ,  W a s h i n g t o n ,  DC, 2 0 5 5 4 .




