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CS HB 23

CHANGES MADE BY COMMITTEE SUBSTITUTE

The w ord , " i n i t i a t e "  in  l in e s  12 and 21 o f  HB 23 was changed to  
"p ro p o s e " .
The e f f e c t  i s  uv p re v e n t  a te le p h o n e  company from  i n i t i a t i n g  a 
d is c o u n te d  s e r v ic e  program  w ith o u t  a re v ie w  o f  th e  p ro gram  by th e  
A la s k a  P u b lic  U t i l i t i e s  Com m ission. A d is c o u n te d  s e r v ic e  t o  some 
r a t e  p a y e rs  c o u ld  r e s u l t  in  an in c re a s e  in  r a t e s  t o  th e  o th e r  

. r a t e  p a y e rs . A re v ie w  by th e  APUC o f  a p ro p o sed  d is c o u n te d  . r a t e  
program  w i l l  p re v e n t  u n re a s o n a b le  r a t e  b u rd en s  b e in g  p la c e d  on 
te le p h o n e  custom ers  who do n o t r e c e iv e  th e  d is c o u n te d  r a t e .
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The Alaska Public U t i l i t i e s  Commission supports th is b i l l  with v; ~:i!* 
the following amendment: l ines 12 and 21 change " in i t ia te "  to"propose." , •; *>•
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The Commission believes that i t  should have the authority to 
review discounted rates and the recovery of those rates. The ' ~ 
proposed change would c l a r i f y  the Commission's authority to ' * * * * . - n*!review u t i l i t y  proposals. •>• • ; . . .  iV •'f : : .1^ rp r&s?^

~ . . J  i ' ’ ' .■ . v j - U  Is. ; ’ ' : '  ̂r^ 'r^ yT?1 af oH uin+*h +h-?c Knll / “v*’*’ ~rr‘ ■ JThere is no f isca l  impact associated with this b i l l .
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Summary of FCC "Lifeline" Decision
On November 23, 1984 the Federal Communications Commission 
released CC Docket No. 78-72 relating in part to "Lifeline 
Services." (Following this summary is an excerpt of that 
decision).
Basically, what the FCC has said is that individual states may, 
at their discretion, design and implement life line programs. The 
FCC will fo rg ive  up to 50% of the subscriber line charges fo r low 
income subscribers.
To take advantage of this decision, the state is responsible fo r 
defin ing a low income subscriber and making sure that applicants 

• to the program meet that definition. Further tne state is 
responsib le fo r designing into their program a way fo r the state 
to match the FCC’s 50% reduction.
It should be stressed that this is entire ly voluntary fo r  the 
individual states. They do not have to participate, but if they 
choose to they must meet the foregoing responsibilit ies.
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R E Q U E S T :
B ill Version: HR ?_3

_ _ _ _ _ _  Publish D ate : — ----------
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R E S E A R C H  Q U E S T I O N S  a n d  A N S W E R S

H B  2 3

QUESTION: How do other states handle the "life line" issue, and 
how do they pay fo r  the subsidized low-income service?
ANSWER: Approximately 11 states curren tly  have some type of 
" life - line" or low income telephone user legislation. The 
program is usually tied into a social serv ice  program (i.e., 
elderly, food stamps, disabled, etc.). The amount o f the subsidy 
is usua lly in the two dollar to ten dollar range per person per 
month.
Some o f the programs aro tied into the Federal l i fe lh e  program 
whereby states with approved life line programs are forg iven up to 
$1 o f the curren t $2 subscriber line access fee charges by +ha 
FCC. The state is then responsible fo r the remaining $1. Some 
states have used the Federal life line program exc lus ive ly  while 

• others have used this and some form o f taxation to recover the 
remaining dollar.
Another approach taken by some states is to allow iow income 
customers the ability to spread out over several months the 
telephone installation charges.



Washington, D.C. 20554 1001

In  the Matter o f )
, MTS and WADE Market S tructure ) CC Docket No. 78-72

Zsmendnent o f P art 67 o f the ) CC Docket No. 80-286
Commission's Rules and )
Establishment of a Jo in t Board )

KEQ2-MENPEP. DECISION JttP -Q S D E B

Adopted: November 15, 1984; Released November 23, 1984 
By the Federal-S tate Jo in t Board:

I .  i n t roduction

A. Summary o f Recommended Decision
1 . Hie Federal-State Jo in t Board hereby presents i t s  

recommendations concerning: (1) the use o f subscriber l in e  charges as a
means of recovering the in te rs ta te  a llo c a tio n  o f n o n -tra ff ic  sensitive  (NTS) 
lo c a l exchange costs; (2) m odifications to  the previously adopted measures 
fo r assisting  subscribers in  areas where the cost o f providing telephone 
service is  unusually high; and (3) measures to  a s s is t lew income households 
in  a ffo rd in g  telephone service. The f i r s t  seciion o f th is  Order summarizes 
our recommendations and reviews developments in  these proceedings to date. 
Ibe second section deals w ith  subscriber l in e  charges as a means o f 
recovering the NTS lo ca l exchange costs a llo ca ted  to  the in te rs ta te
ju r is d ic t io n . Hie th ird  section concerns provisions fo r ass is tin g  
subscribers in  high oost areas. Recommendations designed .to  ensure th a t 
implementation o f subscriber l in e  charges does not adversely a ffe c t the 
a b i l i t y  o f low income households to  a ffo rd  telephone service are discussed 
in  the fourth  section of the Qldgi..

2 . In  general terms, we recommend th a t the Commission: (1) 
implement lim ite d  subscriber l in e  -barges fo r re s id e n tia l and s in g le  lin e  
business customers; 1.2) allow  lo c a l companies f l e x i b i l i t y  to  f i l e  optional 
a lte rn a tiv e  in te rs ta te  t a r i f f  provisions fo r  the recovery o f c a rr ie r  common 
lin e  costs in  order: to ocmbat bypass; (3) modify the provisions for high 
cost assistance to d irec t more a id  to  sm aller companies and those w ith  
higher cost le v e ls ; and (4) provide the equivalent o f a waiver of

/
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exchange companies' authorized ra te  of re turn  fo r in te rs ta te  access s e rv ic e ; 
now }7.?75 percent, be used in  c a lc u la tin g  the le v e l of high cost assistance. 
We also recommend th a t ex is tin g  study area boundaries continue to  be used 
fo r separations purposes including ca lc u la tio n  o f the le v e l o f high cost 
assistance. In  ad d itio n , ve conclude th a t the tra n s itio n  from a SPF based 
in te rs ta te  K B  cost a llo catio n  to  the new 25 percent basic a llo c a tio n  factor 
(combined w ith  high cost assis tance), should be implemented in  e igh t annual 
steps rather than four as cu rren tly  provided in  P art 67 o f the Oamussicn' s 
ru le s .

4 . In  ad d itio n , ve recommend th a t the Commission adopt a two phase 
program fo r assistance to  lew income households. The f i r s t  step would 
o ffs e t  the e ffe c t  o f subscriber l in e  charges. We recamend an optional 
program fo r a 50 percent reduction in  the subscriber l in e  charge fo r  
customers meeting a state established means. te s t_ s u b je c t  to  v e r if ic a t io n . 
This revenue s h o r tfa ll would be funded, through the in te rs ta te c a rr ie r  oonrncn 
l in e  charge. States taking advantage n f th is  assistance Trechanism would  be 
recruTfed ’to  make an equal monetary reduction in  the lo ca l exchange ra te  fo r 
subscribers who q u a lify  for the subscribe r- lin e  ch££ae reduction! S i s
reduction in  lo ca l rates would be funded _ ffcm 2n trds tJ tu ~  sources.
implanentation of th is  assistance measure would be a t tr ie ''  opEicn o f the 
state  commissions. We also recommend expedited study o f broadar l i f e l in e  
assistance measures as the second pha.se o f our p lan . I t  is  an tic ipa ted  th a t  
the state developed means tes ts  fo r the reduced subscriber l in e  charge w a ll 
ass is t us in  developing broader l i f e l in e  measures in  the near fu tu re .

B. Background 

1. MTS and WATS Market S tructure Proceeding
5 . On December 22, 1982, the Corrmission adopted the Third Report

and Or (jig r in  the MTS and WATS Market S tru c tur proceeding, CC Docket No.
7 8 -7 2 .t  This Q tdei established a plan fo r r eplacing the in te rs ta te
d iv is ion  o f revenues and set t l ements p roc_egs.._&ifh-.-£  system a j f t a r i f f e d
access charges. Under rh is  approach, a major portion  or "the lo c a l loop 
costs a llo ca ted  to the in te rs ta te  ju r is d ic tio n ^  would have been recovered

8 93 FCC 2d 241 (1983).
9 A portion  of lo ca l telephone company p lan t investment and expenses is  
allo cated  to  the in te rs ta te  ju r is d ic t io n  and recovered through the ra tes  
for in te rs ta te  services. The remainder of these costs are a llo ca ted  to  the  
state  ju r is d ic t io n  and recovered through the charges for lo ca l exchange and



c
Impact o f th e  new a llo c a tio n  methodology on companies w ith  high SPFs and 
average c o s ts . Although such companies Ehould have average local exchange 
ra te s  a t  the end o f the t ra n s it io n  p erio d , they w i l l  experience significant 
increases in  th e ir  in tra s ta te  NTS cost a llo c a tio n . An extended tra n s itio n  
w il l  g ive subscribers  served by these companies more time to adjust to the 
necessary changes. Since both frozen SPF and the new 25 percent a llocation  
fa c to r  w ith  high cost ass is tance produce a s im ila r t o t a l  in te r s ta te  cost 
a llo c a t io n , extending the t ra n s it io n  p erio d  w i l l  have l i t t l e  e ffe c t cn the 
o v e ra ll d iv is io n  o f costs between the ju ris d ic tio n s .

IV .  Assistance for Low Income Households 

A. Background
74 . One o b je c t iv e  o f  t h is  p roceed ing  is  to  .m ain ta in  u n iv e rs a l 

telephone s e rv ic e  as id e n tif ie d  in  Section  1 o f  th e  Communications A ct, 47 
U.S.C. §151. In  th e  ThiLd_B£EQIi_3ILd-Qtder:71 in  th e  MTS and WATS Market 
S tructu re  proceed ing, CC Docket No. 78 -72 , th e  Commission further defined 
the u n iv e rs a l re rv ic e  o b je c tiv e  to  mean "avoiding actions tha t would cause 
a s ig n i f ic a n t  . umber o f lo c a l  exchange s e rv ic e  su b scrib ers  to  cancel

. .[telephone] serv ice ."72
75 . Consistent w ith these concerns, in the Third Report and Order., 

the Commission in d icated  th a t  i t  would e n te rta in  requests fur waiver o f the
r  mandatory f l a t  subscriber l in e  charges from c a r r ie r s  who wish to  provide

l i f e l in e  options to  am elio rate  the e ffe c ts  o f  these charges on low inccme 
in d iv id u a ls  who w ould not be able to  a ffo rd  telephone s e rv ic e . W aiver 
requests w ere required to  specify: (1) the terms and conditions which apply
to l i f e l in e  s e rv ic e ; (2) the  in te r s ta te  revenues which would be lo s t  from 
l i f e l in e  su b sc rib e rs ; and (3) adjustments to other in te rs ta te  charges which 
would be re q u ire d  to  secure th e  revenues lo s t .  The Commission also added:

[o ]f  course , s ta te s  continue to  have f u l l  au th o rity  to 
m o d ify  e x is t in g  l i f e  l in e  r a te s  fo r  lo c a l  exchange 
telephone service or to  in s titu te  such ra tes should they 
b e lie v e  i t  is  n ecessary  to  am elio ra te  the  e ffe c ts  o f 
in te rs ta te  access charges.73

71 93 FCC 2d 241
72 Id .  a t  266.
73 Id .  a t 282.

(1983).
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76. In  the E£CQDEij3eLati2a_Qtdetr in  CC Docket No. 78-72,74 the 
Commission s ta te d  th a t  i t  had n o t rece ived  any p e t it io n s  for w aiver and 
added th a t  the p e tit io n s  fo r reconsideration fa iled  to  provide any concrete 
proposals fo r complete or p a r t ia l  exemptions frctn subscriber line charges. 
The Commission fu r th e r  in d ic a te d , th a t  th e  decis ion  to  reaffirm  subscriber 
l in e  charges should n o t be in te rp re te d  as foreclosing petitions for waiver 
fo r  re s id e n tia l customers who cannot afford these charges.

77. Although the r ig h t  to  f i le  a p e titio n  for waiver would normally 
be lim ite d  to  the telephone companies whose ta r i f fs  are subject to  the ru le  
in  q u estio n , the  Commission extended the  r ig h t  to  f i l e  waiver requests to 
s ta te  pub lic  u t i l i t y  commissions because o f th e  p u b lic  p o lic y  implications 

_of life lin e^  s e rv ic e . The Commission also noted  t h a t  in  many cases states 
.could m a ih ta irT lo w .jre g jd e n tia l ra tes w ithout resort to  waiver o f subscriber 
l in e  charges by c re a tin g  lo c a l s e rv ic e  l i f e l in e  ra te s  t h a t  am eliorate the 
e ffe c ts  o f  these in te rs ta te  charges.

78. In  the  Second R econsideration  .Order, in  CC Docket No. 
78-72 75 re leased  on February 15, 1984, the Commission reported th a t i t  had 
received  only two p e tit io n s  for life lin e  service w aivers. Applications were 
received  from the  New York Telephone Company and the Pacific Telephone and 
T e leg rap h  Company on September 28, 1983. Although no s ta te  commissions 
f i le d  ap p lic a tio n s  fo r w a iv e r, the  Commission found a f te r  review of s tate  
ratem aking proceedings th a t  few s ta te  corrrnissionsfi^d.de.velope.d-iDtxastate  
l i f e l in e  program s. The Commission also" found th a t measured service options 
were not a v a ila b le  to  re s id e n tia l subscribers in many exchanges. Since the 
re c o rd  in CC Docket No. 78-72 did n o t p rovide s u ff ic ie n t  inform ation to  
allow development o f fe d e ra l ass is tance mechanisns, the Commission decided 
to  conduct s u p p le m e n ta l proceedings to  develop the  necessary ru les  to  
p ro v id e  an exem ption  from s u b s c rib e r lin e  charges fo r those who might 
otherw ise oe unable to afford telephone service.

79. A c c o rd in g ly , th e  Commission requested  a d d itio n a l comments 
c o n c e rn in g  a l i f e l i n e  exem ption or o th e r  a s s is ta n c e  fo r  low income 
subscribers in th e  F u rth er Notice o f Proposed Rulemaking, in CC Docket Nos. 
78-72  and 80-286,76 r e le a s e d  A p r i l  11 , 1984. A t  th e  same t im e , th e  
Commission requested th a t the Joint Board prepare recommendations concerning 
t h is  is s u e .  W ith  re g a rd  to  l i f e l i n e  o r o th e r  a s s is ta n c e  fo r  needy

74 48 Fed. Reg. 42984 (September 21, 1983).
71 49 Fed. Reg. 7810 (March 2, 1984).

76 49 Fed. Reg. 18318 (April 30, 1984).
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su b scrib ers , the  Furth er Notice requested commenting parties to : (1) explain 
th e  ty p e  o f  a s s is ta n c e  w hich th e y  b e l ie v e  is  n e e o e d , fo r  exam ple a 
subscriber lin e  charge w a iv e r; (2) define  the group to  receive assistance; 
and (3) e x p la in  how the assistance would be funded.

B. Comments
80. The commenting p arties  expressed general support fbr assistance 

fo r low income households. T h ir ty - f iv e  f i l in g s  w ere re ce ived  from s ta te  
commissions, user groups and telephone companies. The Ameritech Operating 
Companies, the  Cheyenne R iver Sioux T rib e  Telephone A uthority , Golden V7est 
Telecommunications Cooperative and B ell Communications Research argued th a t  
a l i f e l i n e  program is  not needed. They argued t h a t  subsidies cannot be 
m aintained in  a co m petitive  environment since they increase costs in other 
areas , th ereb y  d is to r t in g  the com petitive  m arket. These parties  also took 
the p o s itio n  th a t  adoption o f l i f e l in e  measures by th e  Commission a t th is  
time is  prem ature because the s ta te s  need more tim e to  develop the ir own 
p ro gram s. They a ls o  argued  t h a t  l i f e l in e  programs are  too co s tly  and 
a d m in is tra tiv e ly  burdensome fbr telephone companies to  administer.

81. The p a r t ie s  supporting  a:, as s is tan c e  program vary  in th e ir  
recommendations fb r :  (1) the  type o f a s s is ta n c e ; (2) source of tunding (3) 
e l i g i b i l i t y  c r i t e r i a ;  and (4) program a d m in is tra tio n . The major reason 
which th e s e  p a r t ie s  gave fo r  s u p p o rt in g  such programs is  the need to  
preserve u n iv e rs a l se rv ice  and th e  p ossib le  adverse e f fe c t  o f a d d itio n a l 
costs on low income res identia l subscribers.

1 . Type o f Assistance
82. The p a r t ie s  f i l in g  comments propose three, types o f assistance:

(1) a w a iver or exemption from r e s id e n t ia l  su b scrib er lin e  charges; (2) a 
discount service, w ith  unlim ited incoming c a lls  and lim ite d  outgoing c a lls  
(w ith o u t a d d i t io n a l  ch arg e ) or o th e r form o f  measured s e rv ic e ; and (3) 
d ire c t  subsidies through a public as s is ta n c e  program . The comments also 
propose a nvbrid  which includes a w a iv e r o f su b scrib er line charges and a 
low cost discount service.

83. A number o f the commenting p arties  suggested in tra s ta te  plans 
d eveloped in New York andJla l i fo m ia  as models fo r  o th er l i r e i in e  p lan s . 
The New io r k  Telephone Company plan includes the  following elements: (1) a 
req u irem en t th a t  ap p lican ts  be re c ip ie n ts  o f p ub lic  as s is tan c e ; (2) a ,50 
p ercen t  d isco u n t on the charge fo r standard  re s id e n t ia l  lo c a l exchange 
s e rv ic e ; (3) untimed message service or reduced f la t  ra te ; and (4) applicant 
s e lf  c e r t i f ic a t io n .

84. The P a c if ic  B e ll  p la n  in  C a lifo rn ia  includes th e  fo llow ing  
elem ents: (1) a requirem ent th a t  customers have a gross household income o f 
le s s  th an  511,000 p e r  y e a r ;  (2) l im i t a t io n  o f ass is tance  to  s ing le  lin e
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te lep ho n e serv ice  in  the su b scrib er's  p r in c ip a l re s id e n c e ; (3) customer 
s e lf  c e r t i f i c a t i o n ; (4) l i f e l i n e  r a te s  s e t a t  50 p e rc e n t  o f  th e  lo c a l 
measured se rv ice  r a te  (or f l a t  r a te )  exclusive of federal end user charges; 
and (5) funding through a U n iversa l S erv ice  Fund generated by a 4 percent 
ta x  on in t r a s ta te  interLATA s e rv ic e s . P a c ific  B e ll o f C aliforn ia proposes 
th a t  in te r s ta te  re s id e n tia l subscriber line  charges be reduced by 50 percent 
fo r  c e r t i f i e d  l i f e l i n e  cu sto m ers . I t  recommends funding th e  re s u lt in g  
revenue s h o r t fa l l  through an adjustm ent in  th e  in te r s ta te  subscriber line 
charge fo r ell remaining business and residence customers in the study area. 
Those propc ing  some ty p e  o f  l i f e l i n e  serv ice  in d ic a te  t h a t  customers 
re ce iv in g  s e rv ice  should be r e s tr ic te d  to  receiving the lowest priced local 
serv ice  o ffe rin g  availab le .

85. In  d e fin in g  th e  group e l ig ib le  to  receive life lin e  assistance, 
most o f the commenters s tre s s  the_ne.ed_to ta rg e t those tru ly  in need "who 
would be unable to  m ain ta in  access to  e s s e n tia l loca l service w ithout some 
form o f a s s is ta n p e . "77 They recommend using household income and resources 
as th e  d e te rm in a n t .  The commenting p a r t ie s  su g g e s te d  th e  fo llow ing  
e l i g i b i l i t y  c r i t e r i a :  (1) q u a l i f ic a t io n  fo r e x is tin g  p u b lic  ass is tance
programs inc lud ing  food stamps, welfare and social security ; (2) a household 
income below th e  p o v e rty  lin e  (approximately 10 percent o f the population); 
and (3) a household income below a le v e l set. by the  w e lfa re  department or 
s ta te  re g u la to ry  commission. Alaska suggests th a t the cost o f liv ing  should 
be c o n s id e re d  in  a d d itio n  to  household income. AT&T argues th a t  o ther 
f in a n c ia l resources a v a ila b le  to  the household should also be considered.

3 . Funding of. Assistance
86. T h e re  w e re  s u b s ta n t ia l  d if fe re n c e s  among th e  commenting 

p a r t ie s  re g a rd in g  th e  a p p ro p ria te  method fo r funding a s s is ta n c e . They 
id e n tif ie d  th e  fo llo w in g  posib le  sources o f funding: (1) U n iv ersa l Service 
Fund (USF); (2) s ta te  or fe d e ra l ta x e s ; (3) customer lin e  charges; and (4) 
increased p u b lic  ass is tan ce  funds. ’ A number o f p a rtie s  indicated th a t i f  
the s ta te s  w e re  g iv e n  r e s p o n s ib i l i ty  fb r e s ta b lis h in g  a s ta te  l i f e l in e  
program , s t a t e  fu n d in g  w ou ld  be a p p ro p r ia te . How ever, th e y  took the  
position  th a t  i f  th e  Commission set' guidelines, national funding e ither frcm 
the USF, fe d e ra l taxes  or a public assistance program would be appropriate. 
Some o f the  p a r t ie s ,  c it in g  an o v e ra ll so c ia l purpose lin ked  to  universal 
s e rv ic e ,  in d ic a te d  t h a t  th e r e  should  be fe d e r a l  ass is tan ce  through a

77 S a te l l i t e  Business Systems D irect Comments a t 2 .

- 44 -



mechanism o th e r  th a n  from charg es  fo r  o th e r  c u s to m e rs , exchange or
in te r  exchange c a rrie rs .
«

4. Lifeline Programs

87. Most o f the commenting p a rtie s  supported s ta te  adm inistration 
o f l i f e l i n e  p ro g ram s, w ith  or w ith o u t fe d e ra l g u id e lin es .  Some p a r t ie s  
suggested fe d e ra l a d m in is tra tio n , but few suggested administration by local 
telephone companies. Many of the parties suggested th a t life lin e  assistance 
be coordinated w ith current public assistance programs to  reduce 
.ad m in is tra tive  burdens on the telephone companies. The main reason given 
by th e  p a rt ie s ' fo r s ta te  ad m in is tra tio n  is  t h a t  s ta te  commissioners are  
b e tte r  acquainted  w ith  the particu lar needs o f lew income subscribers w ith in  
th e ir  s ta te s  and can b e tte r  ta i lo r  programs to  meet those needs. A number 
of p a r t ie s  suggest th a t  the s ta te s  adm inister the programs using the model 
of o th e r  government en title m e n t programs even i f  fe d e ra l gu ide lines  are  
developed. Nl’NEX suggests e l ig ib i l i t y  requirem ents fo r l i f e l in e  plans be 
estab lish ed  by s ta te  o f f ic ia ls  w ith  jo in t  ad m in is tra tio n  by the  s tate  and 
telephone company.

88. Some o f  th e  p a r t ie s  su g gest a h y b r id  system fb r l i f e l in e  
a s s is ta n c e , under which the s ta te  in conjunction  w ith  the local telephone 
company would have a u th o r ity  fo r a l i f e l in e  program using in tra s ta te  funds 
to  re c o v e r  s ta te  revenue s h o rtfa lls  w h ile  a fe d e ra l program using funds 
g e n e ra te d  from  in t e r s t a t e  so u rces  w ould  be a v a i la b le  fo r  w a ivers  o f 
subscriber line charges.

c . Discussion

89. There is  no evidence before us a t  th is  time to indicate th a t 
im p le m e n ta t io n  o f  th e  l im ite d  s u b s c r ib e r  l in e  ch arg es  w hich  we a re  
recommending w i l l  harm u n iv e rs a l telephone s e rv ic e ,v 8  However ,;we

^recognize th a t  implementation of subscriber lin e  charges in conjunction w ith  
th e  g en era l upward pressure on local rates has generated legitim ate concern 
re g a rd in g  th e  p r o te c t io n  o f  u n iv e rs a l s e r v ic e d 9 T h e re fo re , we~are 
recommending im plem entation o f a two-phase__plan_for dealing w ith  these 
concerns. As the i n i t i a l ’ s tep  we recommend implanentation o f a program to

78 For p urpo ses o f  t h is  d is c u s s io n , th e  p r e s e r v a t io n  o f  u n iv e rs a l 
s e rv ic e  r e f e r s  to  m a in ta in in g  a t  le a s t the e x is tin g  le v e l o f telephone 
service penetration.
79 In  th is  re g a rd , we note the Commission's ongoing studies concerning 
the e ffe c t  o f fe d e ra l decisions and lo c a l ra te  increases on consumers, and 
emphasize the  need to  continue and expand such monitoring e ffo rts .
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o ffs e t  the subscriber lin e  charge fcr lew income households. In  conjunction 
with th is ,  as the second phase of the plan we recommend fu rth er study, cn an 
ex p ed ited  b a s is , o f broader measures to  a s s is t  low income households in  
affo rd in g  telephone service.

90. We recommend th a t  the Comm is  s ion provide an optional program 
fo r  a *50 .p e rc e n t 're  duct ion in  th e  subscriber line  chargef fbr customers who 
s a tis fy  a 'd e te rmined jneans test) which is  subject to  v e rif ic a tio n . The- 
s h o r t fa l l  *in subscriber j-ine charge revenues re s u ltin g  f r om the subscriber 
l in e  ch arg e  re d u c t io n  w ould  be re c o v e re d  th ro u g h  a n u nq rease in tHe

^nationwide average c a r r ie r  common line charge). The states wishing to  take 
advantage  o f  th is  assistance mechanism would be re q u ired  to  im plem enting  
equal/m onetary) reduction  in  the lo c a l exchange ra te  fo r  sub scrib e rs  who 
q u a lify for the subscriber lin e  charge re d u c t ion. This reduction"would be 
f iin d ed"from  l in t r a s t a t e  source-sl The d ec is io n  to  implement th is  jo in t  
fe d e r a l-s ta te  ass is tance mechanism would be l e f t  to  th e  in d iv id u a l s ta te  
cc.rjaissions.

91. We b e lieve  th a t  th is  approach represents an appropriate jo in t 
f e d e r a l - s t a t e  response to  concerns about the p re s e rv a tio n  o f  u n iv e rs a l 
s e r v ic e .  We b e lieve  th a t  the e l ig ib i l i t y  c r i t e r ia  fo r ass is tance should 
be es tab lish ed  by the in d iv id u a l s ta tes  ‘since they are in a b e tte r position 
than the fe d e ra l government to  assess th e  need fo r assistance and develop 
means t e s t s  s u ite d  to  lo c a l  c o n d it io n s  and c irc u m s ta n c e s . A s in g le  
nationw ide standard would not be ahle to  accomplish th is . We also recommend 
f u r t h e r  s tu d y  o f broader assistance measures by the J o in t Board as the  
second phase o f our p lan . We expect th a t the means tes ts  developed by the 
in d iv id u a l s ta te s  in implementing the reduced subscriber line charge w i l l  be 
v a lu a b le  in  developing broader l i fe l in e  ass is tan ce  measures in  the near 
fu tu r e .  Development o f such e l ig ib i l i t y  c r i t e r ia  by the state  coirmissions 
w il l  encourage a c tiv e  s ta te  involvement in in s titu tin g  programs fbr broader 
l i f e l i n e  a s s is ta n c e  and c o n tr ib u te  s u b s t a n t ia l ly  to  th e  s u c c e s s fu l 
implementation o f such measures.

V. Ordering Clauses
92. Accordingly the J o in t Board RECOMMENDS, -That the COTruissim 

adopt the a tta c h e d  revisions to  Parts 67 and 69 o f the Commission's ru le s .80

FEDERAL COMMUNICATIONS CDFKISSIOH 
For the Federal-State Jo int Board

80 This recommendation is  adopted pursuant to  S ections 4 ( i)  and ( j ) , 201, 
202, 203, 205, 218, 221, 403 and 410 o f the Communications A c t , as amended,
47 U .S .C . §§ 154 (i) & ( j ) ,  201, 202, 203, 205, 218, 221, 403 and 410.



AN ACT REL\TING  TO REDUCED RATES AND DISCOUNTED SERVICE FOR 
LOW-INCOME TELECOMMUNICATION CUSTOMERS

INTENT
The p u rp o se  o f  HB 23 i s  to  a l lo w  te le c o m m u n ic a tio n s  u t i l i t i e s  
( e . g . ,  te le p h o n e  com panies) to  i n i t i a t e  re d u ced  r a t e  s e r v ic e  to  
i t s  lo w -in c o m e  cu sto m ers .
THE PROBLEM
A la s k a 's  lo w  income r e s id e n ts  c o u ld  f in d  t h e i r  acce ss  to  b a s ic  
te le p h o n e  s e r v ic e  c u t  o f f  i f  th e  c u r r e n t  e v o lu t io n  ( i . e . ,  
d e r e g u la t io n  and c o m p e tit io n )  o f  A la s k a 's  te le p h o n e  s e r v ic e  
r e s u l t s  in  an in c re a s e  in  i n t r a s t a t e  s e r v ic e  r a t e s .
A la s k a  la w  does n o t p e rm it  te le p h o n e  com panies t o  o f f e r  red u ced  
r a te s  o r  d is c o u n te d  s e r v ic e  to  lo w -in c o m e c u s to m e rs .
CHANGES PROPOSED BY HB 23
HB 23 m o d if ie s  th e  A la s k a  Public: U t i l i t i e s  Com m ission A c t to  
p e r m it  a p u b l ic  u t i l i t y  t o  i n i t i a t e  a d is c o u n te d  s e r v ic e  o r  a 
re d u ced  r a t e  f o r  te le p h o n e  s e r v ic e  f o r  lo w -in c o m e  cu s to m e rs .
I n  o th e r  w ord s, i t  remove th e  p r o h ib i t io n  t h a t  c u r r e n t ly  p re v e n ts  
re d u ced  r a t e s  o r  d is c o u n t s e r v ic e .
N o te  t h a t  i n  no way does HB 23 r e q u ir e  te le p h o n e  u t i l i t i e s  o r  th e  
A la s k a  P u b l ic  U t i l i t i e s  Commission to  p ro v id e  d is c o u n te d  s e r v ic e .
PAST ACTION ON B ILL
An i d e n t i c a l  b i l l  (HB 539) passed th e  House l a s t  s e s s io n , b u t  
d ie d  in  th e  S en a te  S ta te  A f f a i r s  C om m ittee due t o  co n cern  o v e r  
w h e th e r te le p h o n e  r a te s  w ere g o in g  to  r i s e .
N o te  t h a t  th e  p r im a ry  concern  o f  t h i s  b i l l  i s  th e  " s a fe t y  n e t"  
a s p e c ts  o f  com m unication  —  n o t co n cern  w it h  f lu c t u a t io n s  in  th e  
m a rk e t s t r u c t u r e .
FISCAL NOTE
Z ero  f i s c a l  n o te s  w ere p re s e n te d  by th e  A la s k a  P u b lic  U t i l i t i e s  
Com m ission and th e  D iv is io n  o f  P u b lic  A s s is ta n c e .
POSITIONS OF AFFECTED GROUPS
B oth  th e  A la s k a  P u b lic  U t i l i t i e s  Commission and th e  A la s k a  
T e le p h o n e  A s s o c ia io n  s u p p o rt t h i s  b i l l .
N o te  t h a t  th e  F e d e ra l Com m unications Com m ission s u p p o rts  t h is  
c o n c e p t.
Alascom  and GCI d id  n o t t e s t i f y  a t  th e  h e a r in g s  l a s t  s e s s io n . 
Alascom  does n o t have a p o s it io n  on t h i s  b i l l  a t  t h i s  t im e .
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HOUSE B IL L  # 2 3  

SECTIONAL A N ALYSIS

S e c t io n  1 am ends AS 4 2 .0 5 .3 0 1  b y  a d d in g  a  new  s u b s e c t io n  ( b )  
th u s  m a k in g  t h e  e x i s t i n g  s e c t i o n ,  s u b s e c t io n  ( a ) .  T h e  new  
s u b s e c t io n  ( b )  h as  th e  e f f e c t  o f  b e in g  an e x e m p t io n  to  
s u b s e c t io n  ( a )  in  t h a t  a  p u b l ic  u t i l i t y  may p r o v id e  
e s s e n t i a l  t e le c o m m u n ic a t io n s  s e r v ic e s  a t  a  d is c o u n t  to  lo w  
in co m e c u s to m e r s . I t  a ls o  s t a t e s  t h a t  t h e  A la s k a  P u b l ic  
U t i l i t i e s  C o m m iss io n  c a n n o t  r e q u i r e  a p u b l i c  u t i l i t y  to  
p r o v id e  su ch  a s e r v i c e .  I t  f u r t h e r  s a y s  t h a t  APUC may n o t  
r e q u i r e  a t e le p h o n e  u t i l i t y  t o  in c u r  c o s ts  t h a t  a r e  n o t
r e c o v e r a b le  th ro u g h  a t a r i f f  s h o u ld  t h e  u t i l i t y  p r o v id e  a
d is c o u n t e d  s e r v i c e .

S e c t io n  2 .
S e c t io n  2 i s  e s s e n t i a l l y  th e  same as s e c t i o n  1 ( a b o v e ) ,  b u t
am ends AS 4 2 .0 5 .3 9 1  by  a d d in g  a s u b s e c t io n  ( e ) .  T h is
s u b s e c t io n  h as th e  same e f f e c t  as  t h e  new s u b s e c t io n  ( b )  in  
AS 4 2 .0 5 . 3 0 1  (A b o v e ) .

Section 1.
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