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HOUSE COMMITTEE REPORT
a
Date referred: 3/4/87 FURTHER REFERRALS:
DATE3//0/87
The Labor & Commerce Committee has considered HB 23

"An Act relating to reduced rates and discounted service for low-incorae
telecommunications customers.™

RECOMMENDS :

¢ 1 replace with CSs imMmz3 . "N the title
[ ] attached amendment(S) NN g title
do pass

do not pass

no recommendation

individual recommendations

additional referral to the Committee

ADOPTS: [ ] letter of iIntent

ATTACHES HEW FISCAL NOTE(S) :

[ ] fiscal impact [ ] same as previous fiscal note

[ 1 zero fiscal note published

[ 1 zero with analysis [ ] same as previous zero fTiscal
note published "

SIGNTHG OTHER RESOMMENDATIONS:

lUrr,



~ HOUSE COMMITTEE REPORT =~

t,19/87  FURTHER REFERRALS :

"An Act relating to reduced rates and discounted service for low-income
elecommun lcations customers.”

RECOMMENDS; £ <rf'giric _
CX3 replace with 5 g//n CPA T E&/Xl the same title
[ ] attached amendment(s) ] a new title
[x  do pass
do not pass
no recommendation
[ individual recommendations
C additional referral to the Committee
ADOPTS; ¢ ] letter of intent
ATTACHES NEW FISCAL NOTE(s) :
[ ] fiscal impact [ ] same as previous fiscal note
[' = zero fiscal note published
C”] zero with analysis [ ] same as previous zero fiscal
note published
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Chairman®s signature



CS HB 23

CHANGES MADE BY COMMITTEE SUBSTITUTE

The word, "initiate" in lines 12 and 21 of HB 23 was changed to
"nropose".

The effect IS Uy grevent alﬁlephone company from initiatin
discounted service program without a review of the program ythe

Alaska Public Lluln|es Commission. A discounted service to~ some
rate payers could result in an|ncrease in rates to the other

. rate pay ers A review by the APUC of a proposed discounted .rate

ro ram MII revent unreasonable rate burdens being placed on
ephone cus omers who do not receive the discountéd rate.
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Summary of FCC "Lifeline" Decision
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version: HR ?3
REQUEST: Publish Date; — -

Rev's'qnﬁ\%a'ﬁm‘e%‘arhﬂ?—m‘educed ates & " Ak E%%'ﬂjt% o e

dlscounted service for low-income tele, customers

____________ GOpoats
Requestt _BecKylieaf.

EXPENDITURES/REVENUES:  (Thousands of Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES

TRAVEL

CONTRACTUAL )
SUPPUES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL 0- -0- -0- 0- -0- 0-

REVENUE 0- 0- -0- 0- 0- 0-

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERALFUNDS

OTHER

TOTAL . Q- 0- -n- 5. -0-

POSITIONS:

FULL-TIME -0- -0- -0- -0- -0-
PART-TIME
TEMPORARY

ANALYSIS @ (Attach a separate page if necessary)
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RESEARCH QUESTIONS and ANSWERS

HB 23

R ES&FIO How do other states. han Ie the "lifeline" issue, and
ow do they pay for the subsidized low-income service?

,Ltt\tS\thnRe Agproxrmatel tates currentI ha e.som type of

A A
8gl¥ t tam éf Pe etc he amorﬁ)ntgofinhe subsidy
s ustally in the two oIar to' ten dolar range per person per

?lthe Federal lifelhe iro ram

mont
f the pro r ms aro tie Pt
ere states rove ra S are forgiven to
e current s scrr er ea c ee charges +
he state s e s for t e remaining.-$1
st tes have used the e Al Titeline program, exclusively w
thers . hangHsed thrs an some orm o axatron to reco er the

remarnrng

Another a rgroacB take ome states is to al\ow low rnﬁome
L1 mer 0 erread out over several months t

telephone insta atro chafges



Washington, D.C. 20554 1001

In the Matter of )
, MIS and WADE Market Structure ) CC Docket No. 78-72
Zsmendnent of Part 67 of the CC Docket No. 80-286

Commission's Rules and
Establishment of a Joint Board

KEQ2-MENPEP. DECISIONJttP-QSDEB

Adopted: November 15, 1984, Released November 23, 1984
By the Federal-State Joint Board:
. introduction
A.  Summary of Recommended Decision

1. Hie Federal-State Joint Board. hereby presents its
recommendations concerning: (1) the use of subscriber line charges as_a
eanT of recovering the i terst%t? allocation of non-.trafflc sensitive gNTSQ;
ocal exchange costs; (2) modifications to the previously adopted measure
for assm,tln%J subswlbers In areas where the cost of providin teleghoge
service Is unusually high; and (3?] measures to assist |ew incomé households
in affording telephone service. The first seciion of this Order summarizes
our recommendations and reviews developments in these proceedings to date.
Ibe second section deals with subscriber line charges as a  means of
recovering the NIS local exchange costs allocated to the interstate
jurisdiction,  Hie third section concerns provisions for assistin
subscribers in high oost areas.  Recommendations designed .to ensure tha
implementation _of subscriber line charges does not adversely affect the
ability of low income households to afford telephone service aré discussed
in the fourth section of the Qldgi..

_ 2. Ingeneral terms, we recommend that the Commijssion: (1)
implement limited Subscriber line -barges for residential and single liné
business, customers; 12 allow local Companies flexibility to file “optional
alternative interstate tariff provisions for the recovery of carrier ~common
line costs in order: to ocmbat bypass; (3) modify the provisions for high
cost assistance to direct more aid "to  smaller companies and those with
higher cost levels; and (4) provide the equivalent of a waiver of



exchang companies' authorized rate of return for interstate access service;
now } 7 75 percent, be used in calculating the level of high cost assistance.
We also recommend that existing study”area boundaries continue to be used
for separations purposes including calculation of the level of high cost
assistance. _In  addition, ve conclude that the transition from a SPF based
mterstate KB cost allocation to the new 25 ercent basic aIIocatron factor
(combined with %h cost assistance), should be implemented eé:] ht annual
stelps rather than four as currently provided in Part 6/ of the amussicn's
rules

4, In addition, ve recommend that the Commission adopt a two phase
program for assistance to lew income households. The first step would
offSet the effect of subscriber line charges. We recamend an optional
pro%;ram for .a 50 percent reduction in the subscriber line charge for
customers meeting a state established means. test sub{ect to verification.
This revenue shortfall would be funded, thro% gh the interstate carrier oonmen
line _ charge. States takrn advantage nf this assistance Trechanism would be
recrqued to ma e an ed1ua monetary reductron in the local exchange rate for
subscribers for the subscriber-line chegae reduction! Sis
reduction m IocaI rates would be funded ffcm 2ntrdstJtu~ sources.
implanentation of this assistance measure woulg be at trie" opkicn of the
state. commissions. We also recommend exgedrte stud}/ of broadar i (elrne
assistance measures as the second phase of IS anticipated that
the state developed means tests for the reduced subscnber line charge wall
assist us in developing broader lifeline measures in the near future.

B. Background
1. MIS and WATS Market Structure Proceeding

b, On December 22, 1982, the Corrmission adopted the Third Report
and Or?rgr in the. wts and WATS Market Structur ~ proceeding, CC Docket
18-7 This Qtdej establisheda plan for replacrng the mterstate
division ofrevenues and settlements proc egs.. &rfh Systém tarr ed
access charges. Under rhis approach,” a major portron or te ocal loop
costs allocated to the Interstate jurisdiction®” would have been recovered

§ 93 FOC 2d 241 (1983).

9  Anportion of local telephone company plant investment and expenses IS
allocated to the interstate_jurisdiction and recovered throulq the rates
for interstate services. The remainder of these costs are allocated to the
state jurisdiction and recovered through the charges for local exchange and



Impact of the new allocation methodology on companies with high SPFs and
average costs. Although such, companies Ehould have average local exchange
rates at the end of thé transition period, they will expefience significant
increases In thejr intrastate NTS cost allocation. An extended transition
will give subscribers served by these companies more time to adjust to the
necessary, cha,nghes. Since both” frozen SPF and the new 25 percent allocation
factor with high cost assistance produce a similar total interstate cost
allocation, exfending the transition period will have little effect cn the
overall division of costs between the jurisdictions.

V. Assistance for Low Income Households

A. Background
74. One objective of this pr_oceedinfqtis to.maintain universal

telephone service as”identified in Section 1 of the Communications Act, 47
U.S.C. 8151. In the ThiLd_BEEQIi 3|Ld-gtder:71 in_the _MI'S and WATS Marke
St [ t No. 78-72, the Commission further define

the universal rervice objective to mean "avoiding actions that would cause
a significant . umber of'local exchange service subscribers to cancel
..[telephone] service."72

75. Consistent with these concerns, in the Third Report and Order.,
the Commission indicated that it would entertain requests fur waiver of the
mandatory flat subscriber line charges from carriers who wish to provide
lifeline options to ameliorate the éffects of these charges on low_inccme
individuals who would not be able to afford telephone service,  Waiver
requests were required to specify: (1) the terms and. conditions which a?py
to lifeline service; (2) the interstate revenues which would be lost from
lifeline subscribers; and (3) adjustments to other_interstate charges which
would be required to secure’the” revenues lost. The Commission alSo added:

S.C

ructure proceeding, CC Docke
U

S !9

[0]f course, states continue to have full authority to
modify existing life line rates for local exchange
telephione serviCe or to institute such rates should they

believe it is necgssarg 50 ameliorate the effects of
Interstate access charges.7

71 93 FCC 2d 241 (1983).

72 1d. at 266.
73 1d. at 282,
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. .16, In the E£C_(%DE|13eLat|2a_Qtdetr in CC Docket No. 78-72,74 the
Commission stated that it had not reteived any petitions for waiver and
added tt]at the getmons for rec?n3|derat|on falled to ro,wde any concrete
roposals for complete or partial exemptions frctn subscriber liné charges.
he Commission further indicated, that the decision to reaffirm subscriber
line charges_ should not be interpreted as foreclosing petitions for waiver
for residential customers who cannot afford these charges.

T AIthouqh the right to file a petition for waiver would normally
be limited to the telephone Companies whose tariffs are subject to the rule
in question, the Commission extended the right to file waiver requests to
state public utility commissions because of“the public policy implications
_of lifeline” service., The Commission also noted that in many cases states
could maihtairTlow.jregjdential rates without resort to waiver of subscriber
line charges by creating local service lifeline rates that ameliorate the
effects oT these interstate charges.

78. In the Second Reconsideration .Order, in CC Docket No.
78-72 75 released on February 15, 1984, the Commission reported that it had
received only two petitions for lifeline service waivers, ~Applications were
received from the New York Telephone Company and the Pacific Telephone . and
Telegraph Company on September 28, 1983,  Although no state .commissions
filed” applications for waiver, the Commission found after review of state
ratemaking proceedings that few state corrmissionsfid.de.velope.d-iDtxastate
liteline programs. The Commission also" found that measured service options
were not available to residential subscribers in many exchanges. Since the
record in CC Docket No. 78-72 did not provide sufficient information, to
allow development of federal assistance mechanisns, the Commission decided
to conduct supplemental proceedings to develop the necessary rules to
provide an exemption from subscriber ling charges for those who might
otherwise oe unable to afford telephone service.

79. Accordingly, the Commission requested additional comments
concerning a lifeline” éxemption or_other assistance for low income
subscribers in the Further Notice of Proposed Rulemaking, in OC Docket Nos.
78-72 and 80-286,76 released April 11, 1984. At the same time, the

Commission requested that the Joint Board prepare recommendations concerning
this issue. With regard to lifeline or other assistance for 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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subscribers, the Further Notice requested commenting parties to: (1) explain
the type of assjistance which they believe is neeoed, for example a
subscriber line charge waiver; (2) define the group to receive assistance;
and (3) explain how the assistance would be fundéd.

B. Comments

arties expressed general support fbr assistance
for low income households.™ Thirty-five filingS were received from state
commissions, user groups and telephone, companjes. The Ameritech Operatin
Companies, the Cheyenne River Sioux Tribe Telephone Authority, Golden V/es
Telecommunications “Cooperative, and B%II Communjcations Research argued that
a lifeline program Is not needed. They argued that subsidies cannot be
maintained In & competitive environmen{ since they increase costs in other
areas, t_h_erebP/ distorting the competitive market.” These parties also toqk
the position that adoption of lifeline measures by the Commission at this
time is premature because the states need more time to develop their own
programs. They also argued that lifeline programs are too costly and
adniinistratively burdensome fbr telephone companies to administer.

81. The parties supporting a:, assistance program vary in their
recommendations fbr: (1) the type of assistance; (2) source of funding (3)
eligibility criteria; and r(4) program administration. The major reason
which these,\)oarnes gve for supporU% sugh Progra}ms IS t[he need to
preserve universal service and the possible adverse™e additional
costs on low income residential subscribers.

1. Type of Assistance

80, The commenting?
d

fect o

82. The parties filing comments propose three, types of assistance:
(51) a waiver or exemption from residential subscriber line charges; (2? a
iscount service, with™ unlimited mcommgf calls and limited outgoing calls
éwnhout additional charge) or other ‘form of measured_service; and gSg
irect subsidies through a public assistance program. The comments al
Propose a nvbrid which” includes a waiver of subscriber line charges and a
ow cost discount service.

83. A number of the commenting parties suggested intrastate plans
developed in New York apdJlalifomia as models for other lireiine plans.
The New iork Telephone Company plan includes the following elements: (1) a
requirement that applicants be recipients of public assistance; (2) a,50
percent discount on the charge for standard residential local exchange
service; _?3_’) untimed message service or reduced flat rate; and (4) applicant
self certification.

84. The Pacific Bell plan in California includes the following
elements: (15) a _requirement that customers have a gross household income of
less than 511,000 per year; (2) limitation of assistance to single line

- 43 -



telephone service in the subscriber's principal_residence; (3) customer
self certification: (4) lifeline rates set at 50 percent of the local
measured servrce rate (or flat rate) exclusive of federal end user charges;

fund mlg hrough a_Universal ‘Service Fund generated. by a 4 percent
tax on intrasftate mterLATA services. . Pacific BEll of California_proposes
that interstate residential subscriber line charges be reduced by 50 percent
for certified lifeline customers. It recomniends funding the resulting
revenue shortfall through an adjustment _in the interstate” subscriber line
charge for eri remaining usrness and residence_customers in the study area.
Those propc ing some tyB liteline service indicate that customers
recejving service should e restrrcted to receiving the lowest priced local
service offering available.

85. In defining the 8roup eligible to receive lifeline assistance,
most of the commenters stress the ne.ed to target those truly in need "who

would he unable to marntarn accesS to essential Iocal service without some

form of assistanpe."77 _They recommend usrn .household mcome and resources

as_the determnant. The commentrng ies su? este the following
eligibility criteria: (1) qualificalion for exisfing public assistancé
programs mcIudrng food stamps, welfare and social securrty (2) a household

Income below the povert% line approxrmatelY 10 percent 0f the poPuIatron
and (3) a household income below ‘a level se the welfare department
state regulatory commrssron Aaska sul%gests that the cost of living should
?e considered 1n ad |t|(fn to household” income. AT&T argues that other
inancial resources available to the household should also be considered.

3. Funding of. Assistance

There were substantial differences among the commenting
partres re?hardrn? the approprrate method_for funding assistance. They
identified ITowing posible sources of funding: (1) Universal Service
Fund (USF); (2) state or ederal taxes: (3) customer line charges; and (4
increased ‘public assistance funds, ' A number of parties mdrcated that i
the states Were grven responsrbrlrty for establishing a state lifeline
program, state u]n ing would be appropriate. Howrfver they took the
osition that if the Commission set" guidelines, national funding either frcm
he USF, federal taxes or a public assrstance program would be appropriate.
Some of the é)artres citing an overal| social purpose linked to universal
service, icated that there should be federal assistance through a

77 Satellite Business Systems Direct Comments at 2.



mechanism other than from charges for other customers, exchange or
interexchange carriers.
«

4. Lifeline Programs

.. 87. Most of the commenting parties supported state administration
of lifeline programs, with or without federal quidelines. Some parties

sug ested federal administration, but few suggested adminjstration by local
%el Ehone companies. Many of the parties suggested that lifeline assistance
e

oordinated with curren IEUb“C ssistance ro%_rams to reduce ,

administrative burdens on the telephone companies, The main reason given
by the parties' for state adminisfration Is that state commissioners, are
better acquainted with the particular needs of lew Income subscribers within
their states and can better tailor programs to meet those needs. A number
of parties sug%est that the states administer the program? using the model
of other govermment entitlement programs even if federal guidelines are
developed.” NINEX suggests eligipility. requirements for liféline plans be
established by state “officials with joint administration by the state and

telephone company.

, 88. Some of the parties suggest a hybrid system fbr lifeline
assistance, under which the state in_Conjunction with the local telephone
company would have authontK for a lifeline program using intrastate funds
to recover state revenue shortfalls while a federal program using funds

gen rated from jnterstate sources would be availablé for waivers of
ubscriber line charges.

c. Discussion

_ 89. There is no evidence before us at this time to indicate that
implementation of the limited subscriber line charges which we are
recommending w ill harm universal tele_ghon,e Service,ve However ,;we
Arecognize that implementation of subscriber line charges in conjunction with
the general upward pressure on local rates has_gener ted Iegm ate concern
regarding the protection of universal serviced9 Thé&refore, we~are
recommending implementation of a twoﬁ?hase_,_plan_for dealing with these
concerns. AS the initial’step we recommend-implanentation of a program to

78 For purposes of this discussion, the preservation of universal
service refers to maintaining at least the existing level of telephone
service penetration.

In this regard, we note the Commission's ongoing studies concernin

79
the effect of federal decisions and local rate increasés on consumers, an
emphasize the need to continue and expand such monitoring efforts.
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offset the subscriber line charge fcr lew income households, In conjunction
with this, as the second phase of the plan we recommend further study, cn an
expedited basis, of broader measures to assist low income households in
affording telephone service.

90. We recommend that the Commission provide an optional program
for a*0.percent're duction. in the subscriper line ,char?ef fbr. customers who
satisfy a determinedjneans test) which is subject To verification. The-
shorttall ¥in subscriber j-ine charge revenues resulting from the subscriber
line charge reduction would be recovered through anunqr%ase In tHe

Anationwide” average carrier common line charge). The states wishing to take

advantage of this assistance mechanism would be requjred to implementing
equal/maonetary) reduction in_ the local exchan%}_e rate for subscribers who
qualify for the subscriber line charge reduction. This reduction"would. be
filnded"from lintrastate source-sl The decision to implement this joint
federal-state assistance mechanism would be left to the individual state
cc.rjaissions.

91. We believe that this approach represents an appropriate joint
federal-state response to concerns ahout the preservation of universal
service. \We believe that the ellg{|b|l|t‘y_ criteria for assistance should
be established by the individual states 'Since they are in a better position
than the federal government to assess the need for assistance and develop
means tests sujted to local conditions and circumstances. A single
nationwide standard would not he ahle to accomplish this. We also recommend
further study of broader assistance measures by the Joint Board as the
second phase “of our plan. We expect that the means tests developed by the
Individual states in implementing the reduced, subscriber line charge will be
valuable in developing broader’lifeline assistance measures in"the near
fu_‘ure. Develogment of such, eI|RI|b|I|t criteria _bny the state coirmissions
will ‘encourage active state involvement in institutirig programs fbr broader
lifeline assistance and contribute substantially to ‘the successful
implementation of such measures.

V. Ordering Clauses

92. Accordingly the Joint Board RECOMMENDS, -That the COTruissim
adopt the attached revisions to Parts 67 and 69 of the Commission's rules.80

FEDERAL COMMUNICATIONS CDFKISSIOH
For the Federal-State Joint Board

202, 203, 205, 218, 221, 403 and 410 of the CommunicationsAct, as amended,

80  This_recommendation is adopted Pugsuant to Sections 4(i) and (j), 201,
U
47°0.S.C. 88 154 (i) & (j), 201, 202, 203, 205, 218, 221, 403 and 410.



AN ACT REL\TLING 10 ERVICE FOR

R
OW-INCOM

INTENT . L .
The purpose of HB 23 is to_allow telecommunications utilities
(e.g., telephone companies) to initiate reduced rate service to

its “low-income customers.

THE PROBLEM _ _ _ _
Alaska's low income residents could find their access to basic
telephone service cut off if the current evolution (i.e.,
dere?ula_tlon and competition) of Alaska's telephone service
results in an increase in Intrastate service rates.

Alaska law does not permit telephone companies to offer reduced
rates or discounted service to low-income customers.

CHANGES PROPOSED BY HB 23 _ . -

HB 23 modifies the Alaska Public: U tilities Commission Act to

permit a public UtI|ItK to initiate a djscounted service or a
reduced rate for telephone service for low-income customers.

In other words, it remove the prohibition that currently prevents
reduced rates or discount service.

Note that in no way does HB 23 require telephone utilities or the
Alaska Public U tilities Commission to provide discounted service.

PAST ACTION ON BILL _

An identical bill (HB 539) passed the House last session, but
led Iin the Senate State Affairs Committee due to concern over
whether telephone rates were going to rise.

Note that the primary concern of this bill is the "safety net"
aspects of communication — not concern with fluctuationS in the

market structure.

FISCAL NOTE . —_
Zero fiscal notes were presented by the Alaska Public U tilities
Commission and the Division of Public Assistance.

POSITIONS OF AFFECTED GROUPS o
Both the Alaska Public Utilities Commission and the Alaska

Telephone Associaion support this bill

Note that the Federal Communications Commission supports this
concept.

Alascom and GCI did not testify at the hearings last session.
Alascom does not have a position on this bill” at this time,
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