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PROCEDURAL HISTORY 

2 

1. In Order No. 5030 issued on November 21, 1983, the 

Montana Public Service Commission (l1PSC) authorized reselling of 

intraexchange usage. On June 25, 1984 the Federal Commerce Com-

mission (FCC) issued Registration of Coin Operated Telephones 49 

Fed. Reg. 27763, allowing Part 68 registration of instrument 

implemented coin telephones -- coin telephones which contain all 

the circuitry needed to accept coins and to perform other coin 

related functions within the telephone instrument itself without 

central office involvement or operator ir,tervention. In Octo-

ber, 1984 Mountain States Telephone anc Telegraph (Mountain 

Bell) filed a public access line tariff to offer service to own-

ers of coin telephones effective November 11, 1984. 

2. The MPSC initiated this docket in November, 1984. The 

MPSC held a prehearing conference on Augllst 22, 1985, issued a 

procedural order on September 24, 1985, and noticed an opportuni-

ty to propose: issues on August 30. The following issues were 

noticed for hearing: 

1) Should the regulated telephone companies in the state 

be required to allow connection of privately owned 

coin telephones to the telephone company network? 
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2) Should connection be allowed in all exchanges or only 

where a usage based rate is currently available? 

3) What rates should be charges for the telephone company 

accesL .l.~ne if connection is allowed? 

4) Should teleph-:>ne companies b8 allowed to chnrge for 

certain services now provided coin customers at ~o 

cha~ge, such as directory assistance and 911 call~? 

5) Should Mountain Bell's current Local Public Access 

Line rates be changed? 

6) Should any conditions be placed on providing service 

to coin telephone owners 1 such as 911 compatibility 

and operator first service? 

7) Does allowing customer owned coin to.:~lcphones consti-

tute competition adequate to jur.;tify eliminating some 

or all of the regulation of telephone company public 

and semipublic coin phones? 

3. After proper notice, a hearing was held on January 28, 

1986. The Yellov;stone County Sheriff's office testified as <..1 

public witness. The Payphone Company 1 the Montana Telephone 

Association representing the Regulated Small Independents, 

(RSI) , the Northwestern Telephone System 1 (N\•lTS) and Mountain 

Bell testified. Written comments were received form Capital Tel 

Systems and GTE Sprint. 
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BACKGROUND 

4. Currently in Montana three types of coin operated tele-

phones are ~vailable --

1) utility own~d public coin operated telephones, 

2) utility owned semipublic coin operated telephones, and 

3) customer owned coin operated telephones (COCOTs) , avail

able in Mountain Bell service areas. 

5. Utility owned public telephone service is offered at 

the utility's discretion on public or private property at no 

charge to the premise's ovmer. Utility owned s~mipublic tele

phone service is offered at the request of business customers, 

primarily for employee and customer use and sometimes as a substi

tute for ordinary business line service. The telephone company 

collects installation and monthly service charges from the busi

ness customer on whose premises semipublic ser,·ice is provided. 

Public telephone service is provided on a contract basis; semipub

lic service is a tarifferl offering. In both cases, the proceeds 

of the coin box belong to the telephone company, except for pay

ment of commissions. 

6. COCOTs refers to coin telephone equipment owned by a 

utility's customer. The customer pays for access to the network 

and keeps the proceeds from operating the pay telephone. Moun

tain Bell is currently the 011ly regulated Montana telephone utili

ty with a tariff filed with the MPSC to charge COCOT owners for 

service. This tariff is referred to as LPAL. 



DOCKET NO. 84.10.68, ORDER NO. 5192 5 

FINDINGS OF FAC'l' 

Issue No. 1. Should the regulated telephone companies in the 
state be required to allow connection of privately owned coin 
telephones to the telephone company network? 

7. The MPSC finds that nll regulnted telephone companies 

are required t0 allow connection of COCOTs to the telephone compa-

ny network. This is based on r-tontana' G legislative policy stat-

ed in the Montana Telecommunication Act of promoting a competi-

tive telecommunications market environment, on Order No. 5030 

and on three FCC orders: In Re Universal Payphone Corporation, 

FCC Docket No. 8 5-2 2 2 (released May 6, 19 85) , Regj stra tion of 

Coin Operatec1 Telephones, 49 Fed Reg 27763 (July, 1984) and ; 

Paytel Systems, Inc., 2583 (released February 14, 1986). 

8. The FCC permits connection to the network and requires 

companies to allow connection of COC0Ts for interstate service. 

In Registration of Coin Operated Telephones, 49 Fed. Reg. 27763, 

the FCC stated: 

••• the Commission interprets the "coin ser
vice" exclusion of §68.2(a) (1), 47 CFR 
68.2(a) (1), to extend only to central office 
implenented coin service. By so doing, coin 
operated telephones will be registerable, 
and any person purchasing such a coin tele
phone will have the right to attach it to 
the services permitted under §68.2(a). 

p. 27763 

The FCC continues later in the order "A part 68 registration 

grant constitutes a federal right to interconnect registered 

terminal service equipment with the public switched network." 

P. 2776. 
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9. Because of the FCC orders the regulated utilities must 

allow connection for interstate purposes. Testimony in this 

docket and Montan~ statutes establish that it is in the public 

interest for the MlSC to require the regulated utilities to al-

low connectioD of COCOTs for intrastate service. The MPSC finds 

that upon request by a COCOT owner for connection of a COCOT to 

the network, regulated telephone utilities must file tariffs 

offering COCOT access in compliance with the requirements of 

this order. A utility will have 30 days from receiving the 

first requeat for COCOT access to comply with this requirement. 

Issue No. 2. Should connection be allowed in all exchanges or 
only where a usage based rate is currently available? 

10. COCOT connection must be allowed in all exchanges rc-

gardless of the availability of usage based rates. The Minneso-

ta Public Service Commission attempted to preclude COCOTs inter-

connection where special central office measured rate capabili-

ties \·''-'re not available. In Universal Payphone, FCC 85.222, May 

6, 1985, Bimeo. p. 6, the FCC determined that this restriction 

potentially prohibited COCOT interconnection and use for inter-

state communication over widespread areas. This unreasonably 

infringed on the customer's rlght to interconnect to the nation-

wide telephone network and violated Registration of Coin Operat-

ed Telephones, supra. 

11. The FCC's action precludes the MPSC from limiting 

COCOT access lines to exchanges with measured usage. A flat 
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rate offering will resolve most problems but, as the testimony 

of the RSI shows, COCOT access to the small independent compa

nies 1 net .... •o:..:k may involve problems unique to rural areas. The 

end user 1 s demand for COCOT service may be so small that very 

few COCOTs are connected. The MPSC is not requiring regulated 

companies to file tariffs for COCOT accesr: until 30 days after 

access is requested. Problems that may arise concerning the 

a-,ailability of COCOT service and reasonableness of the terms 

may be brought to the MPSC 1 s attention before the filing of the 

tariffs. 

Issue No. 3. What rates should be charged for the telephone compa
ny access line if connection is allowed? 

12. Currently HBT' s Local Public Access Line (LPAL) tar-

iffs require COCOTs to subscribe to measured or message business 

lines. This is consistent with the tariffs for all resellcrs of 

basic exchange services. MBT will provide at least message ser-

vice in any of its exchanges in Montana. MBT did not propose 

any change to the basic rates COCOTs arc charged. Both NWTS and 

the RSis advocated requiring COCOTs to subscribe to only mea-

sured access rates. RSI witness Robert Orr explained: 

\'lhen someone connects a COCOT he hopes to 
make a profit by generating as high a usage 
as possible. If he succeeds, he quite 
likely will generate higher than average 
usage. A flat access lille rate would 
nonetheless require him to pay for only 
average usage. The other customers on the 
network would subsidize his usage above the 
average. In other words, one customer could 
be in a posi tiou to make a profit on above-

. . . ... . . ', . . . . . ' . . 

. . . . . ' . :. . . - . ~ . . . . . ' ' ~ - . . . . . . ' 
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average usage while 
customers pay the costs 
above-average usage. 

havl~~ the other 
associated with the 

( Exh. p. 7) 

At the hearing the RSis presented an addendum to their testimony 

which proposed a flat rate alternative for COCOTs in areas where 

a measured service is not available. The RSis recommended that 

the flat rate be equal to one and one-half times HBT' s single 

party flat business rate (lFB) for its smaller exchanges. 

13. The MPSC continues to support the requirement that 

customers reselling telecommunications services subscribe to a 

usage rated access line for precisely the reasons set forth in 

the RSI testimony. However, the local exchange company should 

not be required to incur significant costs to make a usage rated 

line available to a very limited number of customers. 

Therefore, the MPSC finds that developing a flat rate above the 

usual single party flat business rate is an acceptable 

alternative to developing usage rated exchange services. A rate 

that is somewhat l1igher than the regular flat business rate of a 

local exchange company will allow the company to re"==over the 

costs of higher than average usage from the COCOT. The RSis 

proposed a flat rate of one and one-half times MBT' s lFB. The 

MPSC finds that this proposal is unacceptable. All of the RSis 

have flat business rates that are significantly lower than MBT's 

lFB. The MPSC directs NWTS and th? RSis to file a flat rate of 

no more than one and one-half of the particular local exchange 

company's flat business rate. To the extent future federal and 

state policy changes or competition drive the access rates of 
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local exchange companies upward, the COCOT flat rate can be 

increased proportionately. 

Issue No.4. Should telephone companies be ullowed to charge for 
certain servic8s now provided coin customers at no charge, such 
as directory assistance and 9-1-1 calls? 

14. This issue refers to allowing regulated telephone compa-

nies to charge COCOT owners for services currently offered at 

utility owned coin telephones for no charge, such as operator, 9-

1-1, Directory Assistance, and 800 Service. As discussed in 

issue No. 6, these services are not necessarily coin free. The 

l\lPSC finds that the regulated telephone companies may charge 

COCOTs for services offered at utility owned telephones for no 

charge. As the testimony in this docket clearly establishes, a 

COCOT owner is a business subscriber to a telephone service not 

an end user of coin telephones. The rationale that makes no 

charge services appropriute for coin telephone end users does 

not apply. The regulated telephone companies must be allowed to 

charge the COCOTs for all services, regardless of what the 

COCOTs charge the end user, to avoid subsidization by the basic 

exchange ratepayer. 

15. Testimony on this issue also addressed whether no 

charge services should be the same for all end users of coin 

telephones regardless of whether the telephone is a COCOT or 

utility owned. The Payphone Company, RSI and NWTS testified 

that services offered at no charge to end users of coin operated 
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tulephones should be the same whether the coin phone is owned 

privately or by a regulated utility. 

16. The HPSC does not have the jurisdiction to determine 

what a COCOT owner charges for services. Section 69-3-803(3), 

MCA, states that regulated teleconununication service does not 

include the resale of teleconmmnication services. Section 69-3-

803 (4), MCA, defines resale of conununication as the resale of 

regulated telecommunications, with or without adding value, pro-

viding any value added would not be subject to regulation. 

COCOT owners are resellcrs of telecommunication service and, as 

such, are not subject to MPSC regulation. The MPSC continues to 

have jurisdiction over regulated services offered by public utili-

ties, thus the MPSC has the authority to set rates for utility 

owned coin operated telephones but not for COCOTs. The service 

sold by regulated utilities to COCOT owners is a regulated ser-

vice, thus the MPSC has authority over the regulated companies' 

tariffs for CuCOT access to the network. 

17. Mountain Bell's testimony on this issue addressed charg-

ing end users of its coin telephones for value added services 

such as 800 access, directory assistance and toll calling. This 

docket does not address what no charge services should be of-

fered to end users of regulated coin telephones and does not 

authorize any change in current no charge service. 

Issue No. 5. Should Mountain Bell's current Local Public Access 
Line rates be changed? 
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18. ~~I,T proposed tv offer C,uestline servicl-~ in place of 

the currE'.nt local only servi-:::e. Cu~stlir.e off~r!:> the same prot(:C-

tive featu~es as the local only service tut additionally allows 

operator access. The MPSC fi1tds that NBT' s proposal is reason-

able and directs HB'l' to include thi•; change when filing compli-

ance tar ·.f fs for thi:; docket. 

19. The Payphone Company notr!d that MBT' s enhanced mea-

sure:d and message :;ervices do not 1llow the use of 1+ dialina. 

The Payphcne Compa:1y testified that all of NWTS' pay stations 

are assign~d number~ in the 9000 :;eries. This allows 1+ dialing 

but also a} lows the operator to refuse to bill cc..lls back to 

that number. The Payphone Ccmpary requested the MPSC direct the 

companies to put some similar procedure in place for COCOTs. 

-The MPSC finds that this request i3 reusonable. This will allow 

COCOTs to offer the same range of services that telephone compa-

ny owned coin phones provide. ~he MPSC directs all the compa-

nies to provide an j.dentification procedure for coin phc..nes to 

assist in preventing fraudulent calls. 

Issue No. 6. Should any conditions be placed on ?roviding ser
vice ';o coin telephone owners, such as 9-1-1 compatibility and 
operator first service? 

20. To the extent it affects local and ir:::rasta te toll 

servicE· the rt,PSC has the authority to determine the condit.Lons 

under which the regulated telephone companies accept COCOTs for 

connection to tho public network. Registration of Coin Operated 

Telephones, 49 Fed. Reg. at 27766. The FCC has also recognized 
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the state a~thority to establish requirAments for COCOTs to the 

extent thosE' requirements relate to use of the public nebmrk 

for emergency use a1.d local public he-'ll th, safety and welfare 

concerns. The need for some uinimum C0CUT requirem~nts to pro-

teet health, safety and \'lt:lfare i~ established by testimony in 

this docket and ~y the State Emergency Tel0phone Act which estab-

lish as requirements for coin operlted teleph0nes in 9-1-l emer-

gency jurisdictions. 

21. Th£ MPSC does not re~rulate the COCOT owners. The MPSC 

does regulate the rates and terms of regulated telephone service 

offered t->y the local <!XCr.ange companies (LEC' si. Placing appro-

priate conditions on LEC'~ tariffs for COCOT service will enable 

the MPSC to ~s~ablish consistent rules for CCCOT service relat-

ing to public hea~th, safety and welfare concerns. 'fhe HPSC 

finds that regulated telephone companies tariffs for COCOTs ac-

cess lines rrust requira the COCOT owners to agree to the follow-

ing conditions before ~ffering services: 

1) 'l'l.e COCOT is registered in compliance with 47 CFR 68. 

2) The COCOT will allo·11 access to the following services 

a~ no charge a~d without the use of a coin: 

a) 9-1-1 emergency service 
b) Utility operator 
c) 800 service 

3) The COCOT will return deposited coins if the attempted 

call is not completed. The COCOT owner or agent 

agrees to make prompt refunds upon reasonable com-
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4) 

plaints of end usc~s about failure to return coins or 

other service problems. 

The COCOT will provide the end user with the following 

information: 

Instructions for use 
Rates 
No charge services available 
Owners name, address and telephone number 
Instructions on registering complaints with and 

claiming refunds from owners. 
Restrictions or incoming calls if any. 
If the rate for toll calls exceed the rate 

charged for the same service from utility 
owned coin telephones a clear statement of 
this. 

The COCOT owner has discretion in determining how this 

information will be displayed but it must be provided 

in a well displayed, comprehensible manner. 

5) The COCOT will comply with all Federal and State laws 

and regulations on disabled and hearing impaired indi-

viduals access and use. 

22. The MPSC finds that Mountain Dell's current LPAL tar-

iff does not contain these conditions for offering service. 

Th_rty days after the issuance of the final order in this docket 

the LPAL tariff will be cancelled by the MPSC. By that date 

l-1ountain Bell must file a new tariff in compliance with this 

order. Prior to filing the new tariff, Mountain Bell must in-

form its COCOT customers of the conditions for offering COCOT 

service and ensure compliance. 
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23. Testimony in ~his docket alsc raised the issue of utili-

ty owned coin phones providing coin free access to 9-1-1. 

tion 10-4-121, MCA, states: 

Every provider of telephone service or other 
owner of a pay station telephone in an area 
served by an emergency telephone system estab
lished pursuant to 10-4-103 must convert 
every pay station telephone to permit dial
ing 9-1-1 or the telephone company operator 
without deposit of a coin or other charge to 
the caller. Conversion must be completed by 
or before the time the emergency telephone 
system is operational. 

Sec-

The MPSC recognizes that Section 10-4-121, MCA, docs not require 

conversion to coin free access to 9-1-1 or operator services 

until a 9-1-1 jurisdiction is established. 

24. The MPSC finds that all utility owned public or semipub-

lie coin phones, placed in nervice 30 days after the date of 

this order or later must provide coin free access to the opera-

tor and have the capability of providing coin free access to 9-1-

1. A late filed exhibit shows that as of December 31, 1985 Moun-

tain Bell, the regulated telephone company serving the most cus-

tamers in Montana, owned 378!3 public and 1031 semipublic coin 

telephones. Nine hundred and thirty-two of these phones current-

ly have dial tone first capability. This order does not require 

regulated telephone companies to convert existing public and 

semipublic telephones to permit dialing 9-1-1 or the operator 

without depositing a coin. 

a: za a ' ~ • • • ' ' ·~. • J' • ~~' ·.{: ....... '· \ 
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Issue No. 7. Does allowing customer owned coin telephones consti
tute competition adequate to justify eliminating some or all of 
the regulation of telephone company public and semipublic coin 
phones? 

25. The MPSC finds that this matter shouJ d be considered 

using the process being established in the proposed rules imple-

menting the Telecommunications Act. The Commission anticipates 

having final r·1les by June, 1986. 'fhe HPSC is '.'d.lling to consid-

er the question of detariffing prior to adopting final rules 

implementing the Telecommunication Act. 

CONCLUSIONS OF LAW 

1. Pursuant to Title 69, Chapter 3, MCA, the Montana Pub-

lie Service Commission has jurisdiction over public utilities 

offering regulated telephone service in Montana. 

ORDER 

The Hontana Public Service Commission orders: 

1. As state:~ in paragraphs 7 through 11, all regula tee. 

telephone companies are required to allow connection of customer 

owned coin operated telephones. Within 30 days of receiving the 

first request for connection, a tariff in compliance with the 

terms of this order, must be filed with the Montana Public Ser-

vice Commission. 

2. Thirty days after the issuance of the final order in 

this docket Mountain Bell's current LPAL tariffs (tariff pages 

72.5-72.8 release 1, 72.9 release 6 and 72.10 release 1), will 
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be invalid and new tariffs must be filed in compliance with this 

order. 

IT IS FURTHER ORDERED, pursuant to Section 2-4-621, MCA, 

that this is a proposed order only. Any party has the opportuni-

ty to file exceptions to this initial decision and present 

briefs. Exceptions and supporting briefs must be filed with the 

Commission within twenty ( 20) days from the date of service of 

this proposed order. 

.. : a ;; ..£ 2 2 I CELLS :S&£ Jo • 4 ' ~- o> f ' ; - .. ' ... A • I ' ' •• , • 
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DONE AND DATED this 21st day of April, 1986 by a vote of 

s-o. 
BY ORDER OF THE MONTANA PUBLIC 

,JOHN B. DRISCOLL, Commissioner 

ATTEST: 

., I ' I 
0 

, j \ _• ' ~ I '\.. ~'/ ~ 1 \ 
\-· '-"~: t\, ~ .. p .... i ~ _., 4 

I Trenna scbffield 
Commission Secretary 

(SEAL) 

TOM MONAHAN, Commissioner 

y 
l~tltut{..-


