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B Y  THE FINA NCE COMMITTEE 

CS F O R  HOUS E BI LL NO. 48 (Finance)

IN THE L E G I S L A T U R E  OF  THE STATE OF A L A S K A

SI X T E E N T H  LE G I S L A T U R E  - FI RS T  SESSION

A  BILL

F o r  a n  Act entitled: " A n  A c t  re la t i ng to r e du ce d  rates and discount ed

local exchange te le co mm un i ca ti on  service for low- 

income individuals."

BE IT E N A C T E D  B Y  THE I.TCISLATURE OF THE STATE OF  ALASKA:

* S e c t i o n  1. AS 42.05.301 is amende d read:

Sec. 42.05.301. DI S C R I M I N A T I O N  IN SERVICE. Exce pt as prov id ed

in AS 42.05.306, a [A] p u bl ic ut il i t y m a y  not, as to service, m a k e  or

grant an u n r e a s o n a b l e  p r ef e r en ce or ad vantage to any person or subject 

an y p e r s o n  to an u n r e a s o n a b l e  pr ejud ic e or disadvantage. A  publ ic 

u t i l i t y  m a y  n o t  es t a bl is h or m a i n t a i n  or p r o v id e an un re as on ab le 

d i f f er en ce  as to service, either as b e t w e e n  localities or as bet w ee n 

classes of service, but no th in g in this se c t i o n prohibits the e s t a b ­

li sh ment of  r e a s on ab le  classifications of service or requires u n r e a ­

sona ble inve stment in facilities.

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

Sec. 42.05.306. D I SC O U N T E D  SERVICE A N D  RE DU CE D  RATE. A  public 

u t i l i t y  m a y  pr o v i d e a di sc o u nt ed  service or a red u ce d rate for e s s e n ­

tial local ex ch an ge t e le co mm u n i ca ti o n services to individuals who 

re ce iv e  benefits f r o m  a me ans test social services assistance pr o g ra m 

a d m i n i s t e r e d  by  the state or federal government. Th e commission m a y  

no t  r e q u i r e a u t i l i t y  to prov id e a d i sc ou nt e d service or r educed rate 

or to in cu r u n c o m p e n s a t e d  costs or a d m i ni s t r a tiv e  burdens for services 

p r o v i d e d  u n d e r  this section.

* Sec. 3. A S  42.05.391(a) is am en ded to read:

-1- CSHB 4 8 (Fin)
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(a) E x c e p t  as p r o v i d e d  in A S  42.05.306, a [A] p u b l i c  u t i l i t y  m a y

not, as to rates, grant an un r e a s o n a b l e  p r e f e r e n c e  or ad va nt ag e to any 

o f  its customers or subject a cust om e r to an u n r e a s o n a b l e  pr e j u d ic e or 

disadvantage. A  pu bl ic u t i l i t y  m a y  no t e s t a b l i s h  or m a i n t a i n  an 

u n r e a s o n a b l e  diff er en c e as to rates, e i th er as b e t w e e n  localities or 

b e t w e e n  classes of service. A  m u n i c i p a l l y  ow ne d u t i l i t y  m a y  offer 

u n i f o r m  or identical rates for a pu b l ic  u t i l i t y  se r v ic e to customers 

loca ted in di ff er ent areas w i t h i n  its c e r t i f i c a t e d  service a r ea  who 

re ce iv e the same class of service. A n y  u n i f o r m  or id en tical rate 

shall, u p o n complaint, b e  subject to r e v i e w  b y  the c o m m i s s i o n  and m a y  

b e  set aside if shown to be  unreasonable.

CSHB 4 8 ( F i n ) - 2 -
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POUCHY STATE CAPITOl 
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907 -165 3800

M E M O R A N D U M Ma r c h  2, 1989

SUBJECT:

TO:

FROM:

Sectional analysis of CSHB 48(L&C) 
(Reduced rates & discounted service for 
lo w- income customers)

Re pr es en t a t iv e Ron Larson 
Re pr es en t a t iv e Lyma n Ho ffma n 
Co-chair, House Finance Committee

Te re sa B. C r a m e r ^ f e t L y  
Le g i sl at iv e  Counsel

You have re qu ested a sectional analysis of the above d e ­
scribed bill.

As a pr el im in ar y matter, note that a sectional anal ysis or 
summary of a bill should not be considered an a u th or it a t iv e 
in terp reta tio n of the b i l l and the bill itself is the b e st 
statement of its contents.

Sections 1 and 3 m a ke the n e w  section added by b i l l sec. 2 
an exception to the existing laws pr oh i b i t in g ut i l it ie s from 
gr anti ng an u n r e a s o n ab le  pr efer en ce or subjecting a n yo ne to 
an un re as on ab le di sa dvantage in the services or rates the 

u t i l it y provides.

Section 2 permits a publ ic ut il it y to p rovide low income 
individuals wi th a di sc ou nt e d service or a r educed rate for 
essential local exchange telecommunication services. A  p u b ­
lic utilit y may not be r e qu ir ed  to provide those se rvic es or 
rates or to incur u n c o m p e n s a t e d  costs for p r o v id in g them.

If I ma y be of further assistance, please advise.

TBC:gc:kb 
WKG7/0 82
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ALASKA PUBLIC UTILITIES COMMISSION
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT / 420 "L" s t r eet

'  SUITE 100
ANCHORAGE, ALASKA 99501 
(907) 276-6222

ALASKA PUBLIC UTILITIES COMMISSION 

COMMENTS ON HB 48 (L&C)

February 21, 1989

HB 48 (L&C) allows utilities to provide a discounted service 

or reduced rate for local telephone service to qualifying low 

income individuals. The effect of this legislation is to make 

telephone lifeline rates a permissible form of discrimina- ation.

The Commission supports both the commitment to affordable, 

universal service and the increased ratemaking flexibility pro­

vided under HB 48 (L&C). However, the Commission objects to the 

provision of Section 2 of HB 48 (L&C) that limits its authority 

to require a discounted service or reduced rate. Specifically, 

the Commission recommends that the words "to provide a discounted 

service or reduced rate or" on page 1, lines 26-27, be elimi­

nated. If the Legislature endorses the underlying premise of 

this bill, then it is sound, if not fundamental, public policy to 

give regulators the same level of discretion which is provided to 

the regulated to evaluate whether or not discounted or reduced 

rates are in the public interest. This is certainly one version 

of the level playing field which is so often touted in telecom­

munications issues. In addition, since the bill insulates utili­

ties from the financial burdens of discounted services or reduced 

rates, there is no reasonable basis for arguing against giving 

the Commission equal standing in initiating telephone lifeline 

rates.



SO? E. 56lh Avenue / Suite 280 
Anchorage, Alaska 99518 

(907)5634000/ FAX (907)562-3776W, D. Pyron
President Gordon Parker 

Executive Director

J a n u a r y  24, 1989

Hon. H.A. B o u c h e r  
H o u s e  of R e p r e s e n t a t i v e s  
102 C a p i t o l  B u i l d i n g ,  P o u c h  V  
Juneau, A l a s k a  99811

D e a r  R e p r e s e n t a t i v e  Bou c h e r :

I u n d e r s t a n d  t h a t  a  h e a r i n g  on  H B  48 is b e i n g  h e ld. U n f o r t u n a t e l y  a 
p r e v i o u s  c o m m i t m e n t  p r e v e n t s  m y  a t t e n d a n c e .  1 did, h o w e v e r ,  w a n t  
to a d v i s e  y o u  a n d  y o u r  C o m m i t t e e  t h a t  t h e  A l a s k a  T e l e p h o n e  A s s o c i a t i o n  
s u p p o r t b  HB  48.

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

W e  s u p p o r t  this l e g i s l a t i o n  b e c a u s e  i t  a l l o w s  u t i l i t i e s ,  i n  c o n j u n c t i o n  
w i t h  t h e  APUC, to d e v e l o p  l i f e l i n e  r a t e s  d e s i r a b l e  t o  t h e  c u s t o m e r  
b a s e  o f  i n d i v i d u a l  c o m p a n i e s .

T h e  l e g i s l a t i o n  a l s o  p r e s e n t s  a c l e a r  d e f i n i t i o n  o f  e l i g i b l e  r e c i p i e n t s .  
W o  s u p p o r t  this p r o v i s i o n  as i t - p r e s e n t s  a clea.r t a r g e t  p o p u l a t i o n ,  
w i l l  s e r v e  to p r e v e n t  a b u s e  a n d  t a k e s  a w a y  t h e  t h r e a t  of  t h e  u t i l i t y  
b e i n g  p l a c e d  i n  t h e  p o s i t i o n  of e s t a b l i s h i n g  a r b i t r a r y  q u a l i f i c a t i o n s .

W e  c o m m e n d  y o u  for y o u r  c o n t i n u e d  s u p p o r t  of t h i s  l e g i s l a t i o n .  U p o n  
m y  return, I w i l l  b e  a v a i l a b l e  to  p a r t i c i p a t e  i n  f u t u r e  h e a r i n g s  
as the bi l l  m a k e s  i t s  w a y  t h r o u g h  the l e g i s l a t i v e  p r o c e s s .
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A m y  R. B a c h  
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T h e  P u b l i c  P o l i c y  I n s t i t u t e  w a s  f o r m e d  in 1 9 8 5  a s  p a r t  o f  
t h e  D i v i s i o n  o f  l e g i s l a t i o n ,  R e s e a r c h  a n d  P u b l i c  P o l i c y  o f  t h e  
A m e r i c a n  A s s o c i a t i o n  o f  R e t i r e d  P e r s o n s .  O n e  o f  t h e  m i s s i o n s  of 
t h e  I n s t i t u t e  is t o  f o s t e r  r e s e a r c h  a n d  a n a l y s i s  on  p u b l i c  p o l i c y  
i s s u e s  o f  i n t e r e s t  t o  o l d e r  A m e r i c a n s .  T h i s  p a p e r  r e p r e s e n t s  
p a r t  o f  t h a t  e f f o r t .

T h e  v i e w s  e x p r e s s e d  h e r e i n  a r e  f o r  i n f o r m a t i o n ,  d e b a t e  a n d  
d i s c u s s i o n ,  a n d  d o  n o t  n e c e s s a r i l y  r e p r e s e n t  f o r m a l  p o l i c i e s  of 
t h e  A s s o c i a t i o n .

C o p y r i g h t  (c) 1988 
A m e r i c a n  A s s o c i a t i o n  o f  R e t i r e d  P e r s o n s  

R e p r i n t  b y  p e r m i s s i o n  only.
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E x e c u t i v e  S u m m a r y

* (?

W i t h  t h e  p a s s a g e  in 1983 of t h e  M o o r e  U n i v e r s a l  T e l e p h o n e  

S e r v i c e  Act, C a l i f o r n i a  b e c a m e  the' first state to s y s t e m a t i c a l l y  

a d d re ss  t h e  needs of low-in co m e t e l e p h o n e  customers. C a l i f o r n i a’s 

Li f e l i n e  s u bs cr i be rs  g e t  b a s i c  m o n t h l y  local t e l e p h o n e  serv ic e 

for less t h a n  h a l f  t h e  r&tes c h a r g e d  to r e g u la r customers. T he 

p r o g r a m  is w e l l  re sp ec te d  and o ft e n h e l d  up as a model, b u t  has 

not b e e n  r e p l i c a t e d  b y  m a n y  o t h e r  states.

A p p r o x i m a t e l y  o ne m i l l i o n  p e o p l e  u t i l i z e  t h e  program. 

B r o c h u r e s  d e s c r i b i n g  Lif el i ne  service, are p r i n t e d  in English, 

Spanish, Chinese, K o re an  and  Vietnamese. N o n - E n g l i s h - s p e a k i n g  

c o n s u m e r s  h a v e  b e e n  i d e nt if ie d as t h e  m o s t  d i f f i c u l t  s e g m e n t  of 

the p o p u l a t i o n  t o  reach. O u t r e a c h  b y  P ac Bell w h i c h  s e r ve s the 

m a j o r i t y  of C a l i f o r n i a ' s  t e l e p h o n e  c u s t o m e r s  is mandated.

T h i s  p a p e r  e x p l ai ns  c h a ng es  in and c h a l l e n g e s  to the 

l i f e li ne  p r o g r a m  since its inception. First, a d e c i s i o n  was 

r e n d e r e d  by the P u b l i c  U t i l i t y  C o m m i s s i o n  (PUC) e s t a b l i s h i n g  

c r i t e r i a  a nd p r o c e d u r e s  for p a r t i c i p a n t  eligibility, th e typ e of 

s e r vi ce s to be available, a nd t h e  t e l e p h o n e  c o m p a n i e s  to b e  taxed 

to fund the program. The case was r e v i e w e d  a g a i n  and a d di ti on al  

m o d i f i c a t i o n s  w e r e  made. T 1 2 t a x  rat e w e n t  from four p e r c e n t  to

1.5 p e r c e n t  b a c k  u p  to four percent, as p a r t i c i p a t i o n  in the 

L i f e l i n e  p r o g r a m  increased. Originally, o n l y  t he i nt e re x c h a n g e  

c a r r i e r s  w e r e  taxed, b u t  later all t e l e p h o n e  c o m p a n i e s — i nc lu di n g 

the local e x c h a n g e  c a r ri er s who a d m i n i s t e r  L i f e l i n e — w e r e  taxed 

to p a y  for t h e  program. R e m e d i a l  l e g i s l a t i o n  t o o k  e f f e c t  in

1



J a n u a r y  1987, e x p a n d i n g  t h e  s e r vi c e optio ns  a n d  i n c r e a s i n g  the 

s u b s i d y  to l o w - i n c o m e  customers. T h e  p r o g r a m  is c o n t i n u a l l y  

challenged.- T h e  PUC r e o p e n e d  t h e i r  " Order I n s t i t u t i n g  

I n v e s t i g a t i o n "  a n d  C a l i f o r n i a ' s  la wm a k e r s  i n t e r v e n e d  a g a i n  as 

well.

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

the p a r t i c i p a t i o n  of i n t e r e s t e d  parties. F o u r  i n t e r v e n o r s —  

T o w a r d s  U t i l i t y  R a t e  N or m al iz at io n;  P u bl i c Ad v oc at es , Inc.; 

C o n s u m e r  Action, a nd the p u b l i c  staff d i v i s i o n  of t h e  p u b li c 

u t i l i t i e s  c o m p a n y — r e p r e s e n t  r e s i d e n t i a l  c u s t o m e r s  in th at  

proceeding. A m o n g  the m o s t  c o n t e s t e d  issues is t h e  e l i g i b i l i t y  

procedure, i.e., w h e t h e r  to i n s t i tu te  a v e r i f i c a t i o n  p r o c e d u r e  

i n st ea d of t h e  c u r r e n t  s e l f - c e r t i f i c a t i o n  of elig ib i li ty . The 

Fede ra 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  w i l l  n o t  p r o v i d e  as m a n y  

financial b e n e f i t s  to C a l i f o r n i a  b e c a u s e  b e n e f i c i a r i e s  of the 

L i f e l i n e  p r o g r a m  h a v e  not n e c e s s a r i l y  b e e n  s c r e e n e d  for w e l f a r e  

e ligibility. The c o n s u m e r  a d v o c a t e s  o p p o s e  a f u l l - s c a l e  

v e r i f i c a t i o n  program, b ut m i g h t  a cc ep t r a n d o m  audits.

W o r k s h o p s  w i t h  t he p u b l i c  w e r e  h e l d  in J a n u a r y  1988. 

F i n d i n g s  w e r e  t u r n e d  ov e r to a n  a d m i n i s t r a t i v e  la w judge.

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

m o n t h l y  c r e d i t s  for  e q u i p m e n t  an d i n si de  w i r e  charges, i m p r o v i n g  

the m e a n s  o f  c o m b a t t i n g  fraud, o r  s e t t i n g  a m a x i m u m  s u b s i d y  for 

L i f e l i n e  customers. O t h e r  states w i l l  l o o k  at C a l i f o r n i a ' s  

e x p e r i e n c e  for g u i d a n c e  in h o w  to a s s u r e  u n i v e r s a l  s e r v i c e  in a 

c o s t - e f f e c t i v e  a nd n o n d e m e a n i n g  manner.



I m a g i n e  it is two o'c lo ck  in t h e  morning. A n  o ld er  w o m a n  is
*

asleep, b u t  is s u d d e n l y  a w a k en ed  b y  the sounds of s o me on e outs i de  

t r y i n g  t o  o p e n  h e r  b e d r o o m  window. Her t el ep h o n e  is right next 

to t h e  bed, so s h e  reac he s ove r and dials 911. Now, imagine that 

h e r  t e l e p h o n e  s e r vi ce  has b ee n shut off b e ca us e  s he c ou ld  not pay  

h e r  bill.

E m e r g e n c i e s  are onl y one of m a n y  r e as on s w h y  all citizens 

n e e d  te lephones. G e n e r a l l y  speaking, a t e l e p h o n e  is a l in k wi th  

the world, a n d  no p e r s o n  shoul d  be isolated who does not w a n t  to 

be. F o r  m o s t  A mericans, life w i t h o u t  t e l e ph on e s e r v i c e  is 

v i r t u a l l y  uni ma gi na bl e . Yet, as m a n y  as 7.4 m i l l i o n  lo w- i nc om e 

h o u s e h o l d s  in A m e r i c a  are e s t i m a t e d  by U.S. PIRG to be w i th ou t 

t e l e p h o n e  service. T h r e e  quar te rs  of t h es e  h o u s e h o l d s  do not 

h a v e ' a  t e l e p h o n e  b e c a u s e  they s i m p l y  c a n no t a f fo rd  t he service.

T h e  Feder al  C o m m u n i c a t i o n s  C o m m i s s i o n  (FCC) is s t a t u t o r i l y  

c h a r g e d  w i t h  " r e g u l a t i n g  in te rs ta t e and foreign c o m m e r c e  in 

c o m m u n i c a t i o n s  b y  w i r e  and radio so as to m a k e  available, as far 

as possible, t o  all t h e  p e o p l e  of t h e  U n i t e d  Stat es  a 

c o m m u n i c a t i o n  s e r v i c e  w i t h  a de qu a t e  facilities at r e a s o n a b l e  

c h a r g e s . " 1 T h e  s h o r t h a n d  u se of t h e  p h r a s e  "universal service" 

has its o r i g i n s  in the r e c o g n i t i o n  of this FC C s t a t u t o r y  

r e s p o n s i b i l i t y .  T h e r e  are c o u n t l e s s  e c o n o m i c  and p o l i t i c a l  

fact o rs  t h a t  h a v e  s h a p e d  the  m o d e r n  t e l e c o m m u n i c a t i o n s  industry, 

b u t  t h a  break-up* o # - t h e  Bell m o n o p o l y  phone' s y s t e m  in 1980 seems

1 . INTRODUCTION



t o  b « f o r  s l o w i n g  p r o g r e s s  t o w a r d  t h e  goal of 

U n i v e r s a l T r As a r e s u l t  of t h e  break-up, lo ca l ' p h o n e  

r a te d ;fiavee«ieen>an e s t i m a t e d  40 percenfe^-^aTthOtigmtsh^'di'stance 

r a t e s  h a v e  d ecreased. I n d u s t r y  a d v o c a t e s  c o n t e n d  this r ep ri c i n g  

w as n e c e s s a r y  b e c a u s e  t h e  t w o  types of s e r v i c e s  a r e  n o w  p r o v id e d 

b y  d i f f e r e n t  c ompanies. W h e n  b o t h  s e r v i c e s  w e r e  p r o v i d e d  b y  the 

same entity, t h e  c o s t  o f  local p h o n e  c a l l s  w a s  a l l e g e d l y  k e p t  low 

t h r o u g h  a s u b s i d y  p r o v i d e d  b y  r e v e n u e s  f r o m  lo ng  d i s t a n c e  calls.

A l t h o u g h  t h e  n a t i o n  h a s  no t a c h i e v e d  t he goal of un iv er sa l  

service, t h e  t e l e c o m m u n i c a t i o n s  i nd u s t r y  has a l r e a d y  la u nc he d the 

" i n f o r m a t i o n  age," in w h i c h  t e l e p h o n e s  c a n  p r o v i d e  serv ic e s for 

h i g h  s p e e d  d a t a  t r a n s m i s s i o n > b u r g l a r  alarms, a n s w e r i n g  machines, 

a u t o m a t e d  b a n k i n g  tellers, c o m p u t e r  c o m m u n i c a t i o n s  and a r ange of 

o t h e r  h i g h l y  p r o f i t a b l e  e n d e a v o r s . 2 The«dr s c ^ i c e s  ̂ r e ^ o t  

t y p i c a l l y  a s s o c i a t e d  w i t h ' t e l e p h o n e  lines, b u t  are p r o v i d e d  

t h r o u g h  m u c h  of t h e  s a m e  equipment. -F ow»residential r a t e p a y e r s  

w a n t  "to' ' t ffl&ri W T  theT hl^ir'tfe'Chno'l'cjgy-ventures of- a t e l e­

c o m m u n i c a t i o n s  ̂ s ystem they^dftiy'tfSfe"' f  t a l l  across- t o w n ;

yet, b e c a u s e  'it'tST s'iif' thfe' cost- o f - t h e s e  o v e r -

lapping-wmrvicefe, fcoeaL TfStepayersr m a y  b e  bearing* t h a n

I n  1987, t h e  r e s u l t s  o f  a j o i n t  t e l e c o m m u n i c a t i o n s  study 

w e r e  r e l e a s e d  b y  t h e  A m e r i c a n  A s s o c i a t i o n  of R e t i r e d  Per so n s 

( A A R P ) , t h e  C o n s u m e r  F e d e r a t i o n  of A m e r i c a  ( C F A ) , a n d  A m e r i c a n  

T e l e p h o n e  & T e l e g r a p h  ( A T & T ) . T h e  s c o p e  of t h e  s t u d y  w a s  on 

t h r e e  levels: national, a f o u r - s t a t e  g r o u p  (California, Florida,



N e w  York, a nd Texas) sel ec te d  b e ca us e the y w e r e  large stat es  

w i t h  a h i g h  c o n c e n t r a t i o n  of m i n o r i t y  p e r s on s as residents, and a 

s a m p l e  of d i s a b l e d  persons. T h e  st ud y  u n d e r t o o k  to examine 

c o n s u m e r  n e e d s  and t h e  a f f o r d a b i l i t y  of t e l e p h o n e  s e r v i c e  and to 

s u r v e y  t he level of c o n f u s i o n  a m o n g  t he g e n e r a l  p u b l i c  r e g a r d i n g  

t h e  "n e w c o m p l e x  a r r a y  of t e l e c o m m u n i c a t i o n s  services, c os ts  and 

p r o v i d e r s . " 3 O l d e r  A m e r i c a n s  m e r i t e d  s ub s ta n t i a l  a t t e n t i o n  in 

t h e  s t u d y  of t h e  p o s t - d i v e s t i t u r e  m a r k e t p l a c e  for t h r e e  reasons:

1) t h e y  r e p r e s e n t  a large and g r o w i n g  s e gm en t o f  the po p ulation;

2) m a n y  o l d e r  A m e r i c a n s  live on fixed incomes, w h i c h  l e s s e n s t h e i r  

a b i l i t y  to a f f o r d  p h o n e  serv ic e w h e n  r ates increase; a n d  3) they 

a r e  p a r t i c u l a r l y  s u s c e p t i b l e  to m e d i c a l  p r o b l e m s  for w h i c h  t h e  

t e l e p h o n e  p r o v i d e s  cruci al  a ccess to m e d i c a l  a t t e n t i o n  and 

e m e r g e n c y  services.

T h e  o l d e r  A m e r i c a n s  s u r v e y e d  n ot e d t h a t  -they u s e  the p ho ne  

as a m e a n s  of outreach, for s e c u r i t y  and for t h e  r e c e i p t  of 

services. S u r v e y  r e s p o n d e n t s  in h o u s e h o l d s  h e a d e d  b y  i n d i v i d u a l s  

a g e  65 or o l d e r  i n d i ca te d  g re at  c o n c e r n  t h a t  l a c k  of a t e l e p h o n e  

w o u l d  lea d to p r o b l e m s  in c o m m u n i c a t i o n  w i t h  f r i e n d s  a n d  fa mi li es  

a n d  d u r i n g  em er gencies. Beca u se  the t e l e p h o n e  is an e s s e n t i a l  

p a r t  o f  t h e  li v es  o f  th os e  c o n s u m e r s  w h o  u s e  t h e  p h o n e  for "help, 

a d v i c e  a nd c o n s o l a t i o n , "  l o w - i n c o m e  h o u s e h o l d s  m a y  d e p l e t e  

r e s o u r c e s  n e e d e d  for nutrition, shelter, or h e a l t h  c a r e  b e f o r e  

d i s c o n n e c t i n g  t h e i r  t e l e p h o n e  service.



T h e  p r o b l e m  of a f f o r d a b i l i t y  is p a r t i c u l a r l y  a c u t e  am on g 

m i n o r i t y  e l d e r l y  Americans. S e l e c t e d  i nf or m a t i o n  fr om  a s urvey 

r e l e a s e d  in 1987 b y  t he U.S. B u r e a u  o f  the C e n su s r e v e a l e d  that 

in t he same f o u r  stat es  c o v e r e d  b y  t h e  j oi nt  t e l e c o m m u n i c a t i o n s  

s t u d y — California, N e w  York, Flori d a a n d  Texas, t h e  n u m b e r  of 

m i n o r i t y  e l d e r l y  h o u s e h o l d s  w i t h  100- 15 0 p e r c e n t  of p o v e r t y  level 

i n c om e w i t h o u t  t e l e p h o n e  servi c e w a s  t w i c e  t h a t  o f  n o n - m i n o r i t y  

e l d e r l y  h o u s e h o l d s  a t  the  same i n co m e l e v e l . 4

T o  c o m b a t  r i s i n g  local rates, c o n s u m e r  a d v o c a t e s  of te n 

i n t e r v e n e  in t e l e p h o n e  rate cases u n d e r  c o n s i d e r a t i o n  by state 

u t i l i t y  regulators. S i n c e  d i v e s t i t u r e j  p K S n e  c o m p a n i e s  h a v e  

r e q u e s t e d  b V e r  $10 b i l l i o n  in r a t e ' increase's a r o u n d  t h e - c o u n t r y ; 

$5.5 b i l l i o n  o f  t h e s e  r e q u e s t s  h a v e  b e e n  g r a n t e d . 5 T h e  m o s t  

d i r e c t  a s s i s t a n c e  t o  l o w - i n c o m e  A m e r i c a n s  in n e e d  o f  b a s i c  

t e l e p h o n e  s e r v i c e  h a s  b e e n  in t he form of v a r i o u s  "life li ne " 

programs, d e v e l o p e d  in r e c o g n i t i o n  of t he fact tha t "the 

t e l e p h o n e  is n o t  a d i v e r s i o n  for t h e  affluent, b ut a b a s i c  

n e c e s s i t y  for  a l l . " 6

In 1984, t h e  s t a t e  of C a l i f o r n i a  i m p l e m e n t e d  a L i f e l i n e  

p r o g r a m  t h a t  c o n t i n u e s  to s erve as a m o d e l  to o t h e r  s t a t e s  that 

h a v e  d e v e l o p e d  o r  a re in the p r o c e s s  of d e v e l o p i n g  s i m i l a r  

p ro grams. T h e  p r o g r a m  h a s  u n d e r g o n e  s o m e  c h a n g e s  s i n c e  it began, 

a n d  it is c u r r e n t l y  t he s u b j e c t  of an o n g o i n g  i n v e s t i g a t i o n  by 

t h e  P u bl ic  U t i l i t i e s  C o m m i s s i o n  ( P U C ) . T h e  p r o g r a m  s er v es  one 

m i l l i o n  s u b s c r i b e r s  an d will c o n t i n u e  to f u n c t i o n  as is u n t i l  the



T h i s  p a p e r  will examine the Ca li fo r n i a  p r o g r a m  in the 

c o n t e x t  of d i v e s t i t u r e  and will e x p l a i n  c h a n g e s  in t h e  p r o g r a m  

th at  h a v e  b e e n  imple me n te d since its inception. T h e  p a p e r  wi ll  

e x a m i n e  t h e  o n g oi n g investig at io n of t h e  program, i n c l u d i n g  

issues r a i s e d  a nd r e s o l v e d  to date. Finally, t h e  p a p e r  will 

e x a m i n e  t h e  future of Life li ne  in California.

2. T H E  L I F E L I N E  PRO GR AM

U n i v e r s a l  Life li ne  Te l ep ho ne  S e r vi ce  (h e re inafter Lifeline) 

is a s p e c i a l  t y p e  of p ho ne  service a v a i l a b l e  to l o w - i n c o m e  

Califor ni an s.  L i f el in e subsc ri b er s g e t  b a s i c  m o n t h l y  local 

t e l e p h o n e  s e r v i c e  for less than hal f t h e  r ates c h a r g e d  to 

r e g u l a r  customers. L i f el in e s ub sc ri be r s p a y  r e g u l a r  rates for 

toll a n d  lo ng  d i s t a n c e  calls. S ub sc r i b e r s  also get a 50 p e r c e n t  

d i s c o u n t  on installation, service connection, a n d  c h a n g e  of 

s e r v i c e  charges. D e p o s i t  requ ir em en ts  for m o s t  s u b s c r i b e r s  are 

waived. T a b l e  1 s um m ar iz es  the s ub sidies r e c e i v e d  b y  

sub sc ri be rs ; each s u b s i d y  is d i s c u s s e d  in d e t a i l  in s u b s e q u e n t  

sections.

PUC p ro c e e d in g s  a re  com p le ted .



U n i v e r s a l  L i f e l i n e  T e l e p h o n e  S e r v i c e  S ub si d i e s

T ab le  1

S u b s i d y Item

N o n r e c u r r i n g  C h a r ge s

$17.25 (50% of std. rate) 
$ 7 . 5 0  (50% of std. rate)

S e r v i c e  C o n n e c t i o n  C h ar ge s  
S e r v i c e  C o n v e r s i o n  C h ar ge s

R e c u r r i n g  C h a r g e s

$2.22 (50% of std. rate) 
$4.13 (50% of std. rate)

M e a s u r e d  S e r v i c e  O p t i o n  
Flat R a t e  O p t i o n

$ .75 
$ .25 
$1.30

E q u i p m e n t  C r e d i t  
Inside W i r i n g  C r e d i t  
E n d  U s e r  F ee A l l o w a n c e  
(access charge)

•The c u r r e n t  f o r m  of L i f e l i n e  s e rv ic e is a v a i l a b l e  in the 

s t a t e  of C a l i f o r n i a  as a r e s u l t  of the 1983 M o o r e  U n i v e r s a l  

T e l e p h o n e  S e r v i c e  A c t , 7 n a m e d  for s p o n s o r  A s s e m b l y w o m a n  G w e n  

Moore, who  c h a i r e d  the C a l i f o r n i a  S t a t e  A s s e m b l y  C o m m i t t e e  on 

U t i l i t i e s  a n d  Commerce.

P r o g r a m  E l i g i b i l i t y

In o r d e r  t o  be e l i g i b l e  t o  r e c e i v e  L i f e l i n e  service, a 

r e s i d e n t  o f  C a l i f o r n i a  m u s t  m e e t  the f o l l o w i n g  r eq ui rements: 

o A n n u a l  t o t a l  g r o s s  h o u s e h o l d  income c a n  be n o  g r e a t e r
t h a n

N u m b e r  of P e r s o n s  in H o u s e h o l d A n n u a l  In come
1
2
3
4

$12,100 .
$12,100 
$14 ,1 00  
$17 ,0 00

E a c h  a d d i t i o n a l  p e r s o n  . . . . .add $ 2,900



o R e s i d e n t ' s  h o m e  h a s  onl y one p h o n e  n u m b e r  a n d  is
r es id e n t ' s  m a i n  p l a c e  of r e s i d e n c e  (i.e., n o t  a s econd 
home)

o R e s i d e n t  is n o t  c l a i m e d  as a d e p e n d e n t  o n  a n o t h e r  person' 
t ax return.

T h e  annual h o u s e h o l d  income r e q u i r e m e n t  is d e f i n e d  as "all 

revenues, from all h o u s e h o l d  members, f r o m  w h a t e v e r  source 

derived, w h e t h e r  t a x ab le  or n on -t axable, including, but not 

l i m i t e d  to: wages, salaries, interest, dividends, spousal

s u p p o r t  and c h i l d  s u p p o r t  p a y m e n t s , ' p u b l i c  a s s i s t a n c e  payments, 

social s e c u r i t y  and pensions, rental income, income from self- 

employment, and all e m p l oy me nt -r e la te d,  n o n - c a s h  i n c o m e . " 8

T h e  $12,100 m a x i m u m  income level is a p p r o x i m a t e l y  150 

p e r c e n t  of the federal p o v e r t y  g u i d e l i n e  f or a h o u s e h o l d  w i t h  2. 

family members. T h e s e  income e l i g i b i l i t y  r e q u i r e m e n t s  hav e  been 

r a i s e d  tw ic e since t h e  i n c e pt io n  of L i f e l i n e  service.

T y p e s  of L i f e l i n e  S e r v i c e  A v a i l a b l e

T h e r e  are c u r r e n t l y  tWF'tsypes: o f  LifeliJia^ecviicja a v a i l a b l e  

in California: £l?Jt«rate a n d  m e a s u r e d  rate. F l a t - r a t e  service

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

J a n u a r y  1987; p r i o r  to tha t time, o n l y  m e a s u r e d  ra te  ser vi ce  was 

available. E l i g i b l e  r e s i d e n t s  m a y  c h o o s e  b e t w e e n  t h e  t wo as 

follows:

Fl at  R a t e — S u b s c r i b e r s  m a y  m a k e  a n  u n l i m i t e d  n u m b e r  of local
c a l l s  for $4.13 p e r  month. T h e s e  c a l l s  m u s t  b e  m a d e  e it h er  
w i t h i n  the local c a l l i n g  area, o r  w i t h i n  w h a t  is k n o w n  as a 
zone u s a g e  m e a s u r e m e n t  are a ( Z U M ) . Z U M  is a w a y  of 
m e a s u r i n g  ca ll s m a d e  in m a j o r  m e t r o p o l i t a n  areas. Thus, 
f l a t - r a t e  L i f e l i n e  s u b s c r i b e r s  in m e t r o p o l i t a n  a re as  m a y  
m a k e  c al ls  w i t h i n  0-8 m i l e s  of t h e i r  home. T h i s  ty pe  of



s e r v i c e  is r e c o m m e n d e d  for c u s t o m e r s  w h o  m a k e  m o r e  t h a n  an 
a v e r a g e  o f  2-3 calls p e r  day.

M e a s u r e d  R a t e — S u b s c r i b e r s  p a y  $2.22 p e r  m o n t h  for 60 u n t i m e d
iocal c a l l s  p e r  month. A d d i t i o n a l  c a l l s  co st  an e x t r a  10 
c e n t s  b e t w e e n  61 and 70, 15 c en ts  for e a c h  call o v e r  70.
T h i s  s e r v i c e  is r ec om m e n d e d  for s u b s c r i b e r s  w h o  m a k e  an 
a v e r a g e  of 2-3 o r  fewer c al ls  p e r  day.

o t h e r  L i f e l i n e  Bene fi t s

I n  a d d i t i o n  to d i s c o u n t e d  m o n t h l y  s e r v i c e  charges, L i f e li ne

s u b s c r i b e r s  r e c e i v e  a 75 c e nt s c r e d i t  t o w a r d s  a r e c u r r i n g  m o n t h l y

e q u i p m e n t  charge, a 25 cents c r e d i t  t o w a r d s  a r e c u r r i n g  m o n t h l y

in side w i r e  charge, a nd a 50 p e r c e n t  d i s c o u n t  on s e r vi ce

c onnection, s e r vi ce  c o n v e r s i o n  a nd m o d u l a r  j a c k  i n s t a l l a t i o n

c h a r g e s  for o ne telephone. T h e  s e r v i c e  c o n n e c t i o n  d i s c o u n t  is

l i m i t e d  to one i n s t a l l a t i o n  p e r  y e a r  f o r  e l i g i b l e  recipients.

The’ FC C  S u b s c r i b e r  L i n e  Charcie

S u b s c r i b e r s  a ls o recei v e a m o n t h l y  a l l o w a n c e  t h a t  c o v e r s  a

c o n t r o v e r s i a l  " s u b s c r i b e r  line charge" i m p o s e d  b y  t h e  F e de ra 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  on all t e l e p h o n e  customers. T h e  char ge

w a s  i n s t i t u t e d  in 1985 b y  the FCC (in t h e  face of v i g o r o u s

o p p o s i t i o n  f r o m  c o n s u m e r  a d v o c a t e s ) .

M a n y  c o n t e n d  t h a t  t h e  s u b s c r i b e r  l i ne  c h a r g e  u n f a i r l y  shifts

l o n g  d i s t a n c e  t e l e p h o n e  c os ts  onto local r e s i d e n t i a l  ratepayers.

T h e  c h a r g e  w a s  $1 p e r  m o n t h  u n t i l  J u n e  1986, w h e n  it ro s e to $2;

it williliuiliniirh'i'nrtmfr' in n m  Tin C a l i f o r n i a  S t a t e  L i f e l i n e  Fund

c u r r e n t l y  p a y s  50 p e r c e n t  of t h e  s u b s c r i b e r  line charge; the

F e d e r a l  C o M m u n i e a ^ i e n ' C d ^ I s & i c r v
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C a l i f o r n i a  r es id e n t s  w h o  a l r e a d y  h a v e  t e l e p h o n e  serv ic e but 

t h i n k  t h e y  a r e  e l i g i b l e  to s w i t c h  to Lifeline, a pp ly  b y  filling 

out a U n i v e r s a l  L i f e l i n e  E l i g i b i l i t y  Certificate. A f t e r  payi ng  a 

$7.50 s e r v i c e  c o n v e r s i o n  charge, the a p p l i c a n t  b e c o m e s  a Li fe li ne  

subscriber. S i n c e  the service c o n v e r s i o n  fee p a i d  by regu la r 

c u s t o m e r s  is $15, Life li ne  s u b s c r i b e r s  t h u s  r e c e i v e  a 50 p e r c e nt  

d i s c o u n t  o n  t h i s  charge.

R e s i d e n t s  w h o  do n o t  h a v e  t e l e p h o n e  s e rv i ce  at all m a y  apply 

t h r o u g h  t h e  b u s i n e s s  o ff ic e of t h e i r  local t e l e p h o n e  company.

If t h e y  h a v e  n o  o u t s t a n d i n g  u np ai d t e l e p h o n e  bills, no deposit is 

r e q u i r e d  to i n i t i a t e  service. A  $17.25 s e r v i c e  c o n n e c t i o n  fee is 

c h a r g e d  w h i c h  c an b e  p a i d  in t h re e m o n t h l y  installments. This 

c h a r g e  is o n e - h a l f  of the  rat e c h a r g e d  to r e g u l a r  c u s t om er s  for 

s e r v i c e  c o n ne c ti on . If the c u s t o m e r s  do n o t  a l r e a d y  h a v e  a 

m o d u l a r  j a c k  in t h e i r  homes, t h e y  c a n  h a v e  on e i n s t a l l e d  at a 50 

p e r c e n t  discount.

T h e  i n c o m e  i n f o r m a t i o n  p r o v i d e d  by L i f e l i n e  a p p l i c a n t s  is 

" s e l f - c e r t i f i e d , "  i.e., a s s u me d to b e  t r u e  a n d  n ot a u t o m a t i c a l l y  

v e r i f i e d  b y  t h e  p h o n e  c o m p a n y  o r  the PUC. A p p r o x i m a t e l y  one year 

a f t e r  s i g n i n g  u p  as a L i f e l i n e  subscriber, c u s t o m e r s  r e c e iv e a 

r e c e r t i f i c a t i o n  form a l o n g  w i t h  t h e i r  m o n t h l y  bill. T h e  form 

m u s t  be c o m p l e t e d  an d r e t u r n e d  t o  t h e i r  local t e l e p h o n e  comp an y 

w i t h i n  30 days, t h e r e b y  c e r t i f y i n g  t h a t  t h e y  are still el igible 

for Lifeline. F a il ur e to c o m p l e t e  a n d  r e t u r n  the form results in



a n  a u t o m a t i c  c o n v e r s i o n  to r e g u l a r l y  p r i c e d  service.

U n d e r  s el f- ce rt if i ca ti on , income i n f o r m a t i o n  p r o v i d e d  by 

L i f e l i n e  s u b s c r i b e r s  is g e n e r a l l y  n ot v e r i f i e d  b y  t h e  t e l e p h o n e  

c o m p a n y  a d m i n i s t e r i n g  t h e  service. However, t h e  c e r t i f i c a t e  

c o n t a i n s  l a n g u a g e  t o  t h e  effec t t h a t  the a p p l i c a n t  u n d e r s t a n d s  

t h a t  t he C a l i f o r n i a  P ublic U t i l i t i e s  C o m m i s s i o n  m a y  r e q u i r e  

v e r i f i c a t i o n  o f  eligibility. B e c au se  C a l i f o r n i a  r e t a i n s  its 

s e l f - c e r t i f i c a t i o n  m e t h o d  i n s t e a d  of v e r i f y i n g  elig ib il it y , the 

F C C  pa ys  o n l y  o n e - h a l f  of t h e  s u b s c r i b e r  line charge.

A c c o r d i n g  to t h e  P U C , 9 the o nl y  a p p l i c a t i o n s  t h a t  are 

v e r i f i e d  a r e  t h o s e  c a l l e d  to the PUC's a t t e n t i o n  b y  one of the 

s m a l l e r  local t e l e p h o n e  c o m p a n i e s  t h a t  are f a m i l i a r  w i t h  t h e i r  

c u s t o m e r  base. T he p r o c e d u r e  is an i n f or ma l one, w h e r e b y  a 

c o m p a n y  n o t i f i e s  t h e  P UC of s u s p e c t e d  fraud, a n d  t h e  P U C  

a u t h o r i z e s  th e c o m p a n y  t o  v e r i f y  the information. C o m p a n i e s  

c a n n o t  a t te mp t to v e r i f y  in come e l i g i b i l i t y  w i t h o u t  e x p r e s s  

a u t h o r i z a t i o n  fr om  t h e  PUC.

3. H I S T O R Y  OF L I F E L I N E  IN C A L I F O R N I A  

B e f o r e  the M o o r e  A ct

A  f o r m  of L i f e l i n e  t e l e p h o n e  s e r v ic e  w a s  a v a i l a b l e  in 

C a l i f o r n i a  as e a r l y  as 1968. At t h a t  time, t h e  C a l i f o r n i a  PUC 

o r d e r e d  P a c i f i c  Bell (Pac Bell) a n d  Genera] T e l e p h o n e  (General 

Tel) t o  o f f e r  a l i m i t e d  form of " li fe l in e"  s e r v i c e  c o n s i s t i n g  of 

30 c al ls  p e r  m o n t h  for a r e d u c e d  r a t e . 10 T h e  c u r r e n t  p r o g r a m  is 

p r o v i d e d  t h r o u g h  all 23 local e x c h a n g e  c o m p a n i e s  ( L E C s ) , a l t h o u g h  

P a c  Bell a n d  G e n e r a l  Tel c o n t i n u e  to s e r v e  t he b u l k  of all



Lif e li ne  subscribers.

The 1968 L i f e l i n e  p r o g r a m  was n o t  t i e d  t o  a n y  income 

standards; therefore, it w a s  ava il ab l e t o  a n y on e for w h o m  it was 

convenient. In 1974, a PUC a p p o in te d by G o v e r n o r  R o n a l d  R e a g a n  

o r d e r e d  a n  e n d  to t h e  service, a l l eg i ng  that t he s e r v i c e  w a s  

b e i n g  a b u s e d  b y  h i g h - i n c o m e .c us t om er s w h o  u s e d  t h e  s e r v i c e  for 

s e c o n d  p h o n e  l i ne s in t h e i r  b u si ne ss e s o r  homes. A c c o r d i n g  to 

R o b e r t  Jacobson, p r i n c i p a l  c o n s u l t a n t  to the C a l i f o r n i a  A s s e m b l y  

#C o m m i t t e e  on U t i l i t i e s  and Commerce, the o r d e r  i n s p i r e d  a g r ea t 

p u b l i c  a n d  p o l i t i c a l  o u t c r y  th at  saved the service. T h e  s e r vi ce  

c o n t i n u e d  to b e  o f f e r e d  until t he i m p l e m e n t a t i o n  of t h e  M o o r e  

U n i v e r s a l  T e l e p h o n e  S e r v i c e  A ct in 1981.

U n d e r  T he M o o r e  A c t

W h e n  the M o o r e  U n i v e r s a l  T e l e p h o n e  S e r v i c e  A c t  b e c a m e  law in 

S e p t e m b e r  1 9 8 3 , 11 C a l i f o r n i a  b ec am e the first s ta te  in the 

c o u n t r y  t o  a d d r e s s  t h e  n ee ds  of l o w- i nc om e t e l e p h o n e  c u s t o m e r s  in 

the p o s t - d i v e s t i t u r e  m a rk et pl ac e.  A s  m a n y  c o n s u m e r  a d v o c a t e s  

predi c te d,  r a t e s  f o r  local t e l e p h o n e  serv ic e  s o a r e d  f o l l o w i n g  the 

historic, c o u r t - o r d e r e d  b r e a k - u p  of the m o n o p o l y  Bell system. 

H i g h e r  r ates t h r e a t e n e d  to m a k e  t e l e p h o n e  s e r v i c e  u n a v a i l a b l e  to 

c e r t a i n  cu st om er s : o l d e r  p e o p l e  on fixed incomes and  l ow -i n c o m e

citizens.

In M a r c h  1987, o p i n i o n  r e s e a r c h e r  Westat, Inc. r e l e a s e d  a 

r e p o r t  p r e p a r e d  f or AARP, CFA, and A T & T  t h a t  e x a m i n e d  h o u s e h o l d s  

w i t h o u t  t e l e p h o n e s  in C a l i f o r n i a . 12



T h e  r e po r t l o o k e d  a t  80 p e r c e n t  o f  h o u s e h o l d s  w i t h o u t  p h o n e  

s e r v i c e  in California, w h i c h  t o t a l e d  201,401. O v e r  hal.: of those 

s u r v e y e d  rece i ve  so me  t y p e  of p u b l i c  assistance, s u c h  as  

Medicaid, S u p p l e m e n t a l  S e c u r i t y  Income, Ho me  E n e r g y  Assis ta nc e,  

F o o d  Stamps, H o m e  Relief, o r  A i d  t o  Families w i t h  D e pe nd en t 

Children. It is i n t e r e s t i n g  t o  n o t e  o n l y  i2.5 p e r c e n t  of t h o s e  

w i t h o u t  t e l e p h o n e s  w h o  w e r e  s u r v e y e d  w e r e  55 y e a r s  of a ge or 

older, w h i l e  25.1 p e r c e n t  o f  all C a l i f o r n i a n s  fall in t h a t  age 

category. Thus, it m a y  b e  c o n c l u d e d  t h a t  o l d e r  C a l i f o r n i a n s  are 

less l i k el y t o  be w i t h o u t  p h o n e  servi ce  t h an  t h e i r  y o u n g e r  

c o u n t e r p a r t s .

T he s u r v e y  r e v e a l e d  t h a t  a t o t a l  of 28.1 p e r c e n t  of 

h o u s e h o l d s  w i t h o u t  t e l e p h o n e  s e r v i c e  h a d  n e v e r  h a d  it. O f  these 

h ouse ho ld s,  57.2 p e r c e n t  d i d  n o t  b e c a u s e  t he y c a n n o t  a f f o r d  to. 

S i x t y - e i g h t  p e r c e n t  o f  t h o s e  w h o  o n c e  h a d  a t e l e p h o n e  but no 

l o n g e r  d o  t e r m i n a t e d  t h e i r  s e r v i c e  w i t h i n  the p a s t  t h r e e  years;

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

d i s c o n t i n u e d  t h e i r  s e r v i c e  w i t h i n  t h e  p a s t  year. T he m a i n  reason 

g i v e n  b y  r e s p o n d e n t s  for  d i s c o n t i n u a t i o n  is t h e  h i g h  c o s t  of 

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

d i v e s t i t u r e - r e l a t e d  local r a t e  i n c r e a s e s  ov e r the p a s t  th r ee  

y e a r s  h a v e  a d v e r s e l y  a f f e c t e d  l o w - i n c o m e  p h o n e  cu s to me rs .

A t  t h i s  writing, C a l i f o r n i a  c p n t i n u e s  to be a m o n g  a m i n o r i t y  

of s t a t e s  t h a t  h a v e  i m p l e m e n t e d  i n d e p e n d e n t  L i f e l i n e  programs.

T h e  C a l i f o r n i a  p r o g r a m  is w e l l - r e s p e c t e d  and s e r v e s  a s  a m o d e l  

for o t h e r  states. O t h e r  s t a t e s  w i t h  n o t a b l e  p r o g r a m s  are New



York, W i s c o n s i n  and Delaware.

4. P A R T I C I P A T I O N  IN THE LIFELINE PROGR AM

In the state of C a l i f o r n i a  w h e r e  a g o o d  L i f e l i n e  p r o g r a m  is 

available, t h e  goal o f  u n i v e rs al  s e r v i c e  c a n  b e s t  be m e t  t h ro ug h  

an e f f e c t i v e  o u tr e a c h  program. L o w - i n c o m e  consumers, 

p a r t i c u l a r l y  th os e w h o  h a v e  d i f f i c u l t y  r e a d i n g  English, m u s t  kn ow  

t h a t  the p r o g r a m  is a v a i l a b l e  and h o w  t o  s i g n  up for it.

E d u c a t i o n  c a n  b e s t  b e  a c h i e v e d  t h r o u g h  t he c o o p e r a t i v e  e f f o r t s  of 

th e t e l e p h o n e  i n d us tr y a n d  c o m m u n i t y  o r g a n i z a t i o n s  in s c h e d u l i n g  

w o r k s h o p s  a n d  c o n d u c t i n g  m u l t i - l i n g u a l  o u tr e a c h  efforts.

T h e  fo ur  state W e s t a t  s u rv ey  r e v e al ed  th at  f u l l y  80.8 

p e r c e n t  of t h e  h o u s e h o l d s  w i t h o u t  t e l e p h o n e  s e rv ic e s u r v e y e d  were 

n ot a w a r e  of any f i nancial a s s i s t a n c e  p r o g r a m s  t o  h e l p  l o we r-  

i nc om e p e o p l e  get or ke ep  t e l e p h o n e  s e r v i c e . 13 W h i l e  

i n te rv i e w s  w e r e  c o n d u c t e d  in b o t h  E n g l i s h  and  Spanish, E n g l i s h  

was the p r i m a r y  l a n g ua ge  s p o k e n  in 78 p e r c e n t  of h o u s e h o l d s  

w i t h o u t  telephones. S p a n i s h  w a s  th e p r i m a r y  l a n g u a g e  s p o k e n  in 

13.9 p e r c e n t  of h o u s e h o l d s  surveyed; Laotian, 3.0 p ercent;

French, 0.3 percent. Both E n gl i sh  s p e a k i n g  and n o n - E n g l i s h  

s p e a k i n g  fa milies n e e d  to be in fo r m e d  a b o u t  t e l e p h o n e  a s s i s t a n c e  

p r o g r a m s .

In n o t i n g  t h e  h i g h  p e r c e n t a g e  of p e r s o n s  u n a w a r e  of any 

fi na nc ia l a s s i s t a n c e  p r o g r a m s  t o  h e l p  l o w - i n c o m e  p e o p l e  g e t  

t e l e p h o n e  service, th e r e p o r t  states:

T h i s  f i n di ng  i t  n o t e w o r t h y  b e c a u s e  C a l i f o r n i a  h a s  one
of the l a r ge st  .‘.ifeline p r o g r a m s  in t he c o u n t r y  a n d  it



a p p e a r s  t h a t  m a n y  of the p e o p l e  t h e  p r o g r a m  is d es ig n e d  
t o  h e l p  are not a w a r e  of its e x i s t e n c e . * 4

O f  t h o s e  w h o  w e r e  unaware, 49.8 p e r c e n t  said t h e y  d i d  not kno w

w h e r e  t o  go t o  find ou t a b o u t  suc h assistance, 40.4 p e r c e n t

i n d i c a t e d  t h e y  w o u l d  go t o  t h e  t e l e p h o n e  company, a nd 4.8 percent

w o u l d  g o  t o  a g o v e r n m e n t  agency.

T h e  r e s p o n s i b i l i t y  f or p u b l i c i z i n g  L i f e l i n e  e s s en ti al l y

r e s t s  w i t h  t h e  c o m p an i es  t h a t  p r o v i d e  t h e  service. Pac Bell' s

o u t r e a c h  e f f o r t s  are m o s t  notable, as t h e y  s er ve  the m a j o r i t y  of

p h o n e  c u s t o m e r s  in C a l i f o r n i a  ( ap proximately 90 p e r c e n t ) .

T h e  f o l l o w i n g  s c h e d u l e  s ho w s L i f e li ne  p a r t i c i p a t i o n  for FY

1984/85, 1985/86, and 1986/87, as of J u n e  1987:

M-QMTH N U M B E R  OF PART IC IP AN T S

1984 /8 5 1985/86 1986/87
J u l y 186 , 91 5 472,183 621,211
A u g u s t 357 ,5 37 474,140 625,717
S e p t e m b e r 407, 17 3 476,892 633,284
O c t o b e r 480, 53 0 479,916 642,694
N o v e m b e r 4 8 8 ,2 34 484,092 655,326
D e c e m b e r 4 8 9, 09 6 491,599 703,300
J a n u a r y 4 8 7 , 5 0 5 508,739 759,524
F e b r u a r y 4 8 8, 63 7 525,173 861,551
M a r c h 4 9 0, 24 7 531,450 914,701
A p r i l 492, 89 4 545,867 950,000 (E ST .)
M a y 4 9 4 , 0 5 0 560,498 1,000,000 (E ST .)
D'une 4 9 3 ,9 47 574,136 1,050,000 (EST.)

Thus, as of t he d a t e  t h i s  s c h e d u l e  was compiled, L if el i n e

h a d  i n c r e a s e d  b y  20 p e r c e n t  s i n c e  its inception. The m o s t  rapid 

i n c r e a s e  o c c u r r e d  d u r i n g  t h e  f ir st  y e a r  of operation, w h i l e  

d u r i n g  t h e  1 9 8 5 / 8 6  fiscal year, p r o g r a m  p a r t i c i p a t i o n  i n c r ea se d 

by a n  a v e r a g e  of 1.8 p e r c e n t  p e r  month. T h e  PUC a t t r i b u t e s  the

s t e a d y  i n c r e a s e  in L i f e l i n e  p a r t i c i p a t i o n  to:



o i n c r ea se d p u b l i c  aw ar en es s of t h e  program;

o an incr e as e in t h e  c a l l i n g  a l l o w a n c e  fr om  30 to 60 calls 
p e r  month;

o the p r o v i s i o n  that family size be i n c l u d e d  in t h e  
e l i g i b i l i t y  criteria.

T h e  P U C  a tt ri b u t e s  t h e  sharp i n c r e as e from 759,524 in 

J a n u a r y  1987 to 861,551 in F e b r u a r y  1987 t o  an i n c r ea se  in t he 

i n come e l i g i b i l i t y  level and the a d d i t i o n  of o p t i o n a l  flat rate 

service.

Further, t h e  PUC a t tr ib ut es  i n c r e a s e d  p u b l i c  a w a r e n e s s  of 

t h e  p r o g r a m  to r e c e n t  Pac Bell o u t r e a c h  e f fo r ts  t h a t  r esulted 

f r o m  a P UC mandate. T he m a n d a t e  s t e m m e d  fr om  a PUC inv es ti ga ti on  

t h a t  f ou nd  Pac Bell sales r e p r e s e n t a t i v e s  w e r e  n o t  p u b l i c i z i n g  

Lifeline.

T h e  Pac Bell M a r k e t i n g  A b us e P r o c e e d i n g

In th e  m o n t h s  f o l l o wi n g d i v e s t i t u r e  of the Bell system, it 

is alleged, Pac Bell sales r e p r e s e n t a t i v e s  w e r e  p u r p o s e l y  

m i s i n f o r m i n g  c u s t o m e r s  so t h e y . w o u l d  o r d e r  the m o s t  e x p e n s i v e  

form of s e r v i c e . 15 By s e l l i n g  e x p e n s i v e  s e r v i c e  packages, Pac 

Bell s ales r e p r e s e n t a t i v e s  e a rned h i g h  commissions. Specifically, 

th e a l l e g a t i o n  m a i n t a i n e d  c u s t o m e r s  w e r e  e i t h e r  not t o l d  about 

L i f e l i n e  a t  all, or th e y w e r e  to ld  t h e y  w o u l d  n o t  b e  e l i g i b l e  to 

r e c e i v e  the service. Presumably, the n u m b e r  of L i f e l i n e  

p a r t i c i p a n t s  w o u l d  h a v e  b e e n  h i g h e r  if not for t h e s e  a l l e d g e d  

a b u s i v e  practices.

T h e  P U C  c o n d u c t e d  an i n v e s t i g a t i o n  of Pac B e l l ' s  m a r k e t i n g  

p r a c t i c e s  b y  h a v i n g  e m p l o y e e s  of t h e  P u b l i c  S t a f f  D i v i s i o n  p lace



t e s t  c a l l s  to t h e  c o m p a n y  w h i l e  p o s i n g  as p o t e n t i a l  customers.

P a c  Bel l sa le s  r e p r e s e n t a t i v e s  r a re ly  ga ve  a p r i c e  q u o t a t i o n  for 

L i f e l i n e  u n l e s s  a s k e d  directly. In o n e  case, a sales 

r e p r e s e n t a t i v e  q u o t e d  a $18.43 m o n t h l y  ch arge for L i f e l i n e  

s e r v i c e  w h i c h  s h o u l d  h a v e  c o s t  $ 4 . 1 3 . 16 In a n o t h e r  case, a PUC 

e m p l o y e e  p o s i n g  as a n  u n e m p l o y e d  a p p l i c a n t  was t o l d  t h a t  b e c a u s e  

s he w o u l d  p r o b a b l y  g e t  a job by t h e  e n d  of the y e a r  e a r n i n g  m o r e  

t h a n  t h e  L i f e l i n e  minimum, she co ul d n o t  si gn  u p  f or the 

s e r v i c e ! 17

A s  a r e s u l t  of t he d i s c o v e r e d  m a r k e t i n g  abuses, t h e  PUC 

c o n d u c t e d  a formal i n v e s t i g a t i o n  on t h e  m a r k e t i n g  a c t i v i t i e s  of 

P a c i f i c  B e l l . 18 A t  the c o n c l u s i o n  of the invest i ga ti on , the PUC 

i s su ed  an o r d e r  on M a y  28, 1986, p r o v i d i n g  for r e m e d i a l  measures, 

i n c l u d i n g  d e v e l o p m e n t  b y  Pac Bell of a p r o g r a m  to n o t i f y  

c u s t o m e r s  o f  t h e  a v a i l a b i l i t y  of L i f e l i n e  a nd i s s u an ce  of refun ds  

f r o m  t h e  P a c  Bell to t h o u s a n d s  of c u s t o m e r s  w h o  w e r e  m i s l e d  into 

o r d e r i n g  e x p e n s i v e  s e r v i c e  packages.

P a c  Bell ran  n e w s p a p e r  a n n o u n c e m e n t s  a nd i n s e r t e d  

i n f o r m a t i o n  in m o n t h l y  bi ll s th at  d e s c r i b e d  h o w  c u s t o m e r s  c o ul d 

o b t a i n  t h e  refunds. Further, the c o m p a n y  u n d e r t o o k  a r e n e w e d  

e f f o r t  t o  i n f o r m  the  p u b l i c  o n  t he a v a i l a b i l i t y  of L i f e l i n e  

s e rvice. T h e s e  effo rt s h a v e  a l r e a d y  i n c r e a s e d  L i f e l i n e  

s u b s c r i b e r s h i p  and p r o m i s e  to c o n t i n u e  to d o  so.

L i f e l i n e  O u t r e a c h

T h e  b r o c h u r e  t h a t  d e s c r i b e s  L i f e l i n e  s e r v i c e  is n o w  p r i n t e d  

in five languages: English, Spanish, Chinese, K o r e a n  and

18



V i et na m e s e .  P r i o r  to t h e  or de r  is sued in t he Pac Bell m a r k e ti ng  

a b u s e  case, t h e  b r o c h u r e s  w e r e  o n l y  o f f e r e d  in E n g li sh  and 

Spanish. N o n - E n g l i s h  s p e a k i n g  c o n s um er s h a v e  b e e n  i d en t i f i e d  as 

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

c o n s u m e r s  m a y  no t  b e  a c c u s t o m e d  t o  p a r t i c i p a t i n g  in thi s t y p e  of 

program. Further, t h e y  m a y  b e  u n a b l e  to re ad  or u n d e r s t a n d  

p r o m o t i o n a l  materials. B e c au se  su ch  c o n s u m e r s  ten d to be in the 

l o w e r - i n c o m e  strata, t h e y  a r e  p r i m e  c a n d i d a t e s  for L ifeline 

service.

In a d d i t i o n  t o  p r o d u c i n g  b r o c h u r e s  in m o r e  languages, Pac 

Bell u n d e r t o o k  an o u t r e a c h  p r o g r a m  in c o o p e r a t i o n  w i t h  c om mu n i t y  

o r g a n i z a t i o n s .  Pac Bell e m p l o y e e s  h a v e  c o n d u c t e d  w o r k s h o p s  in 

l o w - i n c o m e  n e i g h b o r h o o d s  d e s i g n e d  to i nf or m r e s i d e n t s  about 

L i f e l i n e  service. L i f e l i n e  b r o c h u r e s  h a v e  als o  b e e n  sen t  v ia 

d i r e c t  m a i l  t o  l o w - i n c o m e  a re as  t a r g e t e d  b y  Z I P  code. A c c o r d i n g  

to P ac Bell, t h e  c o m p a n y  p r o v i d e s  free t r a n s l a t i o n  of t he

b r o c h u r e  t h r o u g h  a t o l l - f r e e  800 number. L i f e l i n e  is d e s c r i b e d

in p u b l i c  s e r v i c e  a n n o u n c e m e n t s  th at  are o c c a s i o n a l l y  ai re d on 

t e l e v i s i o n  s t a t i o n s  in m a j o r  m e t r o p o l i t a n  ar ea s  in California.

A s  of A p r i l  1987, t h e r e  w e r e  914,7 01  L i f e li ne  s u b s c r i b e r s  in

C a l i f o r n i a .  A t  thi s writing, t h e r e  a r e  p r o b a b l y  w e l l  ov e r a 

m i l li on . E v e n  t h o s e  w h o  s t a u n c h l y  a d v o c a t e  m a i n t a i n i n g  the 

p r o g r a m  in its c u r r e n t  fo rm  a c k n o w l e d g e  t h a t  t h e r e  are p r o b a b l y  

s o m e  c u r r e n t  s u b s c r i b e r s  w h o  p a r t i c i p a t e  a l t h o u g h  t h e y  do net 

m e e t  i n c o m e  e l i g i b i l i t y  r e q u i r e m e n t s  b e c a u s e  t h e y  f a l s e l y  self- 

c e r t i f y  t h e i r  incomes, a n d  t e l e p h o n e  c o m p a n i e s  are not a u t h o r i z e d



to v e r i f y  the i n fo rm a t i o n  provided. O n  the o t h e r  hand, a c c o r d i n g  

to P u b li c  Advocates, Inc., an i n t e r v e n o r  in u t i l i t y  rate 

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

committee, an e s t i ma t ed  3 0 0 , 0 0 0- 50 0 ,0 00  l o w - i n c o m e  C a l i f o r n i a n s  

c u r r e n t l y  w i t h o u t  t e l e p h o n e  s e r v i c e  w o u l d  sign u p  f or L i f e l i n e  if 

d e t a i l s  of the p r o g r a m  w e r e  c l e a r l y  c o m m u n i c a t e d  to t h e m . 19 

Further, P u b l i c  A d v o c a t e s  e s t i m at e s t h a t  a n  a d d i t i o n a l  8 0 0 ,0 0 0 

l o w - i n c o m e  Californians, the m a j o r i t y  of w h o m  a r e  m e m b e r s  of 

e t h i n i c  m i n o r i t i e s  a n d  do not s p e a k  English, ar e  c u r r e n t l y  

e l i g i b l e  for L i f el i ne  but are p a y i n g  for r e g u l a r  s e r v i c e  due to 

i n e f f e c t i v e  outreach. T h e  total of th es e  n u m b e r s  y i e l d s  an 

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

p r o d u c e  2.3 m i l l i o n  s u b s c r i b e r s  in California.

5. T H E  C U R R EN T STATU S OF L I F EL IN E IN C A L I F O R N I A

W h e n  it was enacted, the M o o r e  A c t  w a s  c i t e d  b y  the Nat i on al

Governors' A s s o c i a t i o n  a nd t h e  N a t i o n a l  C o n f e r e n c e  of St at e

L e g i s l a t u r e s  as a mo de l for federal legislation. In t he p re ss

r e l e a s e  a n n o u n c i n g  t h e  e n a c t m e n t  of h e r  bill, A s s e m b l y w o m a n  Gwen

M o o r e  s t a t e d  that:

T h e  M o o r e  T e l e p h o n e  A c t  g u a r a n t e e s  t h a t  t h o u s a n d s  of 
C a l i f o r n i a n s — e s p e c i a l l y  seniors, "shu t- i ns ,"  low- 
income, and rural c i t i z e n s  m o s t  d e p e n d e n t  on t he 
t e l e p h o n e — wi ll  c o n t i n u e  to h a v e  a c c e s s  to a f f o r d a b l e  
t e l e c o m m u n i c a t i o n s .2 0

D ue to i n c r e a s e d  p a r t i c i p a t i o n  in t h e  program, a f u n d i n g  

d e f i c i t  of $26.6 m i l l i o n  is p r o j e c t e d  for t h e  s e c o n d  q u a r t e r  

o f 1988. In addition, l e g i s l a t i o n  e n a c t e d  in J u l y  1987 a l t e r i n g

20
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the  L i f e l i n e  p r o g r a m  p r o m p t e d  t h e  C a li fo r n i a  Pu blic Ser v ic e

C o m m i s s i o n  to i n i ti a te  a p r o c e e d i n g  t o  inc re as e f u n d in g  and

c o m p l y  w i t h  t h e  legislation.

T h e  o r i g i n a l  M o o r e  A ct i n t e n d e d  to p r o v i d e  a class of local

s e r v i c e  t h a t  w a s  d e s i g n e d  to m e e t  the m i n i m u m  resi de nt ia l

c o m m u n i c a t i o n  n e e d s  of e l i g i b l e  customers:

...i n c l u d i n g  a c c e s s  to t e l e p h o n e  service for e m e r g e n c y  
c o m m u n i c a t i o n s  w i t h  p u b l i c  ag e nc ie s and p r i v a t e  m e d i c a l  
s e r v i c e s  a nd fo r a d d i t i o n a l l y  m a i n t a i n i n g  n e c e s s a r y  social 
c o n t a c t s  b y  t h e  elderly, t h e  h a n d i c a p p e d  and the  infirm.
T h e  c o m m i s s i o n  [PUC] shall t ak e  into a c co un t d i f f e r e n t i a l s  
in c o m m u n i c a t i o n  needs, c o s t s  of p r o v i d i n g  s e r v i c e s  caused 
b y  g e o g r a p h i c a l  d i f f e r e n c e s  in t h e  loca le s of residences, 
p e r s o n a l  i n c o m e  of subscribers, and o t h e r  f a c t o r s . 21

T h e  s e r v i c e  w a s  to b e  fund ed  t h r o u g h  a tax on the g r o s s  re ceipts

o f  s u p p l i e r s  o f  intrastate, i n t e r L A T A  t e l e c o m m u n i c a t i o n s  service,

a n d  o t h e r  t y p e s  of i n t r a s t a t e  services. Intrastate, in t er LA TA

c a l l s  are "in b e t w e e n "  local and long d i s t a n c e  calls. T h e y  are

m a d e  w i t h i n  a s t a t e  b u t  b e t w e e n  local acces s a n d  t r a n s p o r t  areas

( L A T A s ) . T h e  s t a t e  of C a l i f o r n i a  is d i v i d e d  into t e n  LATAs. The

c o m p a n i e s  t h a t  p r o v i d e  th is  " in -b etween" s e r v i c e  a r e  c a l le d

i n t e r e x c h a n g e  c a r r i e r s  ( I E C s ) . T h e r e  are a p p r o x i m a t e l y  83 in

C a l if or ni a , a n d  all are t a x e d  to fund the L i f e l i n e  program. By

c on trast, L i f e l i n e  s e r v i c e  is a d m i n i s t e r e d  and  p r o v i d e d  to

c u s t o m e r s  b y  23 local e x c h a n g e  c a r r i e r s  ( L E C s ) . T h e  P a c i f i c  Bell

C o m p a n y  p r o v i d e s  locc:l t e l e p h o n e  s e rv ic e to a p p r o x i m a t e l y  90

p e r c e n t  of all r e s i d e n t i a l  c u s t o m e r s  in California. T h e

r e m a i n i n g  c u s t o m e r s  are s e r v e d  b y  e i t h e r  t h e  G e n e r a l  T e l e p h o n e

C o m p a n y  o r  o ne of 21 o t h e r  small companies.



P r i o r  to a PUC d e c i s i o n  i ssued o n  O c t o b e r  31, 1987, t h e  

c o m p a n i e s  tha t a c t u a l l y  a d m i n i s t e r  a n d  p r o v i d e  the s e r v ic e w e r e  

n o t  t a x e d  to p a y  f o r  Lifeline. F o l l o w i n g  the decision, all 

c o m p a n i e s  p r o v i d i n g  t e l e p h o n e  s e r v i c e  in C a l i f o r n i a  w e r e  t ax e d 

e q u a l l y  t o  p a y  for the program.

T h e  o n g o i n g  i n v e s t i g a t i o n  foil 83.-n-.Q-5).

S i n c e  the i m p l e m e n t a t i o n  of Lifeline, t he p r o g r a m  has 

u n d e r g o n e  seve ra l s i g n i f i c a n t  changes. F o l l o w i n g  p a s s a g e  of the 

M o o r e  Act, the PUC i s sued an O r d e r  I n s t i t u t i n g  I n v e s t i g a t i o n  

(Oil 83-11-05). P u r s u a n t  to the investigation, a d e c i s i o n  was 

r e n a e r e d  (D. 84-04-053) e s t a b l i s h i n g  c r i t e r i a  a nd p r o c e d u r e s  for 

p a r t i c i p a n t  eligibility, t h e  typ e of ser vi c es  t h a t  w o u l d  be 

avail ab le , and the c o m p a n i e s  to b e  t a x e d  to fund t h e  program.

T h e  P U C  d e c i d e d  u p o n  a t a x  rate of fo ur  percent.

O i l  8 3 - 11 -0 5 w a s  r e o p e n e d  in M a r c h  1985 for review. T h e  t a x  

r a t e  w a s . r e t a i n e d  f or FY 1985-86, b u t  income e l i g i b i l i t y  

r e q u i r e m e n t s  w e r e  increased. In 1986, t he PUC d e t e r m i n e d  tha t 

t h e  t a x  r a te  s h o u l d  be l o w e r e d  f r o m  four p e r c e n t  to 1.5 p e r c e n t  

a n d  i n c o m e  e l i g i b i l i t y  r e q u i r e m e n t s  for FY 1986-87 w e r e  

increased. T h e  d e c i s i o n  to d e c r e a s e  t he t a x  rat e  w a s  b a s e d  on 

t h e  f o l l o w i n g  c o n s i d er a ti on s:

o t he L i f e l i n e  fund h a d  a la rg e b a l a n c e  as of J u n e  30,
1986;

o e s t i m a t e d  t a x  r e c e i p t s  a nd fund o u t la ys  p r o j e c t e d  for FY 
86-87 j u s t i f i e d  t h e  dec re as e?  a nd

o p a r t i c i p a t i o n  in the p r o g r a m  w a s  lower t h a n  projec t ed .
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O n e  y e a r  a f t e r  r e d u c i n g  t h e  t a x  rate to 1.5 percent, the PUC 

r e e s t a b l i s h e d  it at four p e r c e n t  d u e  to a p r oj e c t e d  funding 

d e f i c i t  in Lifeline. The p r o j e c t e d  d e f i c i t  was at tr i b u t e d  to 

l e g i s l a t i v e l y  m a n d a t e d  chan ge s  to L i f e l i n e  tha t increased the 

c os t of funding t he program. T h e  re m ed ia l l e g i s l a t i o n  that 

t o o k e f f e c t  on J a n u a r y  1, 1987, a d d e d  t h r e e  components:

1. T h e  opti on  t o  o r d e r  flat r a t e  service w as a dd ed  to the 
m e a s u r e d  r a t e  s e r vi ce  p r e v i o u s l y  a v a i l ab le  t o  Li f el in e 
customers. F l a t - ra te  ser vi ce  requ ir es  a s u b s i dy  nearly 
t w i c e  t h a t  r e q u i r e d  for m e a s u r e d  rate service.

2. T h e  L i f e l i n e  s u b s id y w a s  in c re as ed  due to t h e  $1 cost 
of an F C C - m a n d a t e d  " s u b s c r i b e r  access charge." (Note': 
t h e  c h ar ge  keeps in c re a s i n g  in increments a nd 
s c h e d u l e d  to i ncrease to a final level of $3.50 by 
M a r c h  31, 1989.)

3. A  25 c ents p e r  m o n t h  s u b si dy  was ad de d t o w a r d  t h e  cost 
of m o n t h l y  insi d e w i r e  costs.

As of J a n u a r y  1987, the' f o l l o wi ng  s ub si d ie s w e r e  b eing 

p r o v i d e d  to L i f e l i n e  c u s t o m e r s  (according to Pac B e l l ) :

$17.25 S e r v i c e  C o n n e c t i o n  Cha rg es (50%)
$ 7 . 5 0 S e r v i c e  C o n v e r s i o n  Cha rg e s (50%)
$ 2.22 Ba si c R a t e  o p t i o n (50%)
$ 4 . 1 2 F l a t  R a t e  o p t i o n (50%)
$ .75 E q u i p m e n t  c r e d i t (var.)
$ .25 I n si de  w i r e  cr edit (var.)
$ 1.00 A c c e s s  c h a rg e (100%)

W h e n  t he PUC r e e s t a b l i s h e d  th e t ax rate at four p e r c e n t  in 

A p r i l  1987, it al s o r e o p e n e d  Oil 83-11-05. T he PUC n o t e d  that

■iVV.
t he d e f i c i t  t h a t  h a d  b e e n  p r o j e c t e d  to a c c r u e  to the 1.5 p e r c e n t

rate w a s  j u s t  as l i k e l y  to o c c u r  at the four p e r c e n t  rate. In

r e o p e n i n g  t h e  investigation, t h e  PUC  r e q u e s t e d  t h a t  all LECs

p r o v i d i n g  L i f e l i n e  s e r v i c e  file the fo ll o w i n g  information:

a. N u m b e r  a n d  p e r c e n t a g e  of c u s t o m e r s  c u r r e n t l y  subsc ri bi ng  
to Lifeline.



b. N u m b e r  a n d  p e r c e n t a g e  of c u s t o m e r s  e l i gi bl e but not 
p a r t i c i p a t i n g  in the program.

c. A v e r a g e  m o n t h l y  p r o g r a m  c o s t  p e r  L i f e l i n e  c u s t o m e r  and 
p e r  r e g u l a r  t e l e p h o n e  customer.

d. A v e r a g e  m o n t h l y  a d m i n i s t r a t i v e  c o s t  >>ir Li f el in e 
c u s t o m e r  a nd p e r  r e g u l a r  t e l e p h o n e  customer.

e. A v e r a g e  m o n t h l y  d o l l a r  b e n e f i t  b y  service, (e.g., flat 
or measured) t h a t  L i f e l i n e  c u s t o m e r s  realized.

f. A c c u r a c y  of s e l f - c e r t i f i c a t i o n  forms.

g. E f f e c t  o n  L i f e l i n e  p r o g r a m  r e s ul ts  if C a l i f o r n i a  w e r e  to 
q u a l i f y  for t h e  F e d e ra 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  access 
c h a r g e  contribu ti o n.

T h e  c o m p a n i e s  filed r e s p o n s e s  in c o m p l i a n c e  w i t h  the PUC's 

request. In r e s p o n s e  to q u e s t i o n  b, the  c o m p a n i e s  e s t i m a t e d  the 

n u m b e r  o f  c u s t o m e r s  t h e y  b e l i e v e d  a re e l i g i b l e  b u t  not 

p a r t i c i p a t i n g  in the L i f e l i n e  program. It is not c l e a r  h o w  these 

e s t i m a t e s  w e r e  t o  be a r r i v e d  a t  and, in fact, o n l y  th r ee  of the 

16 r e s p o n d i n g  c o m p a n i e s  p r o v i d e d  s u c h  an estimate. Thus, the 

e s t i m a t e s  are of s l i g h t  v a l u e  t o  a n  a n a l y s i s  of L i f e l i n e  

e l i g i b i l i t y  v e r s u s  actual p a r t i c ip at io n.

In r e s p o n s e  to q u e s t i o n  f, all c o m p a n i e s  s a i d  t h e y  h a d  no 

w a y  o f  k n o w i n g  t h e  a c c u r a c y  of s e l f - c e r t i f i c a t i o n  forms. In 

r e s p o n s e  t o  q u e s t i o n  g, all c o m p a n i e s  e s t i m a t e d  t h e  s a v i n g s  that 

t h e y  b e l i e v e d  w o u l d  a c c r u e  to t h e  L i f e l i n e  fund w e r e  C a l i f o r n i a  

to c o m p l y  w i t h  F C C  r e q u i r e m e n t s  a n d  r e c e i v e  full c o v e r a g e  of the 

FCC s u b s c r i b e r  li ne  charge. T h e  e s t i m a t e  p r o v i d e d  b y  Pac Bell . 

w as $12.5 m i l l i o n  in s a v i n g s  annually.

S o o n  a f t e r  t h e  PUC r e o p e n e d  O il 83-11-05, C a l i f o r n i a  

l a w m a k e r s  i n t e r v e n e d  y e t  again. A s s e m b l y  Bill 386 (AB 386),



w h i c h  t o o k  e f f e c t  in J u l y  1987, altered t he f u n d i n g  m e c h a n i s m  for 

L i f e l i n e  and m a n d a t e d  that a p u bl ic  p r o c e e d i n g  b e  c o n d u c t e d  to 

e n su re  t h e  p a r t i c i p a t i o n  of " i nterested p a r t i e s . " It g a v e  the 

PUC l e ew ay  t o  c ha ng e Li feline rates, f u nd in g r e q u i r e m e n t s  and 

methods, and to r e q u i r e  m o r e  c om panies t o  c o n t r i b u t e  to the 

program. T h e  fo u r p e r c e n t  rate was e x t e n d e d  on a n  i n t e r i m  basis.

A B  386 w a s  l i n k e d  to the Ga nn  Initiative, k n o w n  as 

P r o p o s i t i o n  13, t ha t w a s  e n a c t e d  in 1979. T h a t  i n i t i a t i v e  capped 

th e a nn ua l i n c r ea se s in state spending. W h e n  t h e  p r o j e c t e d  

annu al  c o s t  of t h e  L i f el i ne  p r o g r a m  i n c r e a s e d  fro m $60 m i l l i o n  

in 1986 to $140 m i l l i o n  in 1987, the G a n n  I n i t i a t i v e  l i m i t a t i o n  

p o s e d  a problem. T h e  legis la ti v e s o l u t i o n  w a s  t o  r e m o v e  t h e  

p r o g r a m  f r o m  th e state b u dg et  b y  c h a n g i n g  t h e  t e r m i n o l o g y  of the 

fun di ng  m e c h a n i s m  for Lifeline. Inste ad  of c a l l i n g  t h e  

m e c h a n i s m  a "tax" to b e  c o l l e c t e d  b y  t h e  B o a r d  o f  E q u a l i z a t i o n  

and d i s p e n s e d  u n d e r  t he s u p er v is io n of t h e  Contr ol le r , the 

m e c h a n i s m  is n o w  c a l l e d  a "surcharge."

P a r ti es  to t he p r o c e e d i n g  s u b m i t t e d  initial a nd r e p l y  

t estimony, o n  t he b a s i s  of w h i c h  t h e  PUC i s su ed  t h e  O c t o b e r  31, 

1987, I n t e r i m  Order. T h e  issues a d d r e s s e d  in t h e  p r o c e e d i n g  and 

O r d e r  w e r e  as follows:

1. The n a t u r e  o f  the annual p r o c e e d i n g  t h e  P UC is r e q u i r e d  to 
h o l d  u n d e r  A B  386.

a. S h o u l d  it b e  b y  "adv ic e  le tt er s " o r  full, e v i d e n t i a r y  
h e a r i n g ?  (The a dv ic e  lett e r p r o c e d u r e  a l l o w s  c o m p a n i e s  
to file w r i t t e n  c o m m en t s a nd a l l o w s  for no i n t e r  p a r t y  
d i a l o g u e . )

b. On w h a t  da te  s h o u l d  c o m p a ni es  b e  r e q u i r e d  t o  file annual 
r e p o r t s ?  (This issue is r e l e v a n t  t o  t h e  c o m p i l a t i o n  of



a c c u r a t e  d a t a  o n  l ow -i n c o m e  r e s i d e n t s  b e c a u s e  the 
f e d e r a l  p o v e r t y  level is p u b l i s h e d  in t h e  late spring.)

c. W h a t  f u n d i n g  m e t h o d s  s hould b e  c on sidered: surch ar gi ng  
i n t e r L A T A  s e r v i c e s  (current s y s t e m ) , s u r c h a r g i n g  inter- 
a n d  i n t r a L A T A  t o l l  services, or s u r c h a r g i n g  all 
s e r v i c e s  e x c e p t  Lifeline?

d. W h a t  t y p e s  of t e l e p h o n e  c o m p a n i e s  s h o u l d  b e  surcharged: 
IE Cs  (current system), LECs (e.g., Pac Bell and General 
T e l ) , a n d / o r  r a d i o  o r  c e l l u l a r  t e l e p h o n e  compa n ie s?

e. W h a t  s u r c h a r g e  ra te  s ho ul d b e  u s ed ?  P r o p o s a l s  ranged 
f r o m  a low of 1.7 p e r c e n t  on all i n t r a s t a t e  ser vi ce s to 
a h i g h  of 8.9 p e r c e n t  on o n l y  i n t e r L A T A  services.

2. S h o u l d  a p o o l i n g  m e t h o d  s i m i la r t o  t h e  D e a f  T r u s t  Fund be 
e s t a b l i s h e d  to c o l l e c t  a nd d i s p e n s e  s u r c h a r g e s ?  (The Deaf 
T r u s t  F u n d  w a s  set u p  to p r o v i d e  s e r vi ce s to d i s a b l e d  
C al if o r n i a n s . )  If so:

a. W h o  s h o u l d  a d m i n i s t e r  the po ol ? (Pac Bell?)
b. H o w  s h o u l d  s u r c h a r g e  funds be t r a n s m i t t e d  t o  t h e  pool?
c. H o w  s h o u l d  L i f e l i n e  .claims be p a i d  out of t h e  pool?
d. W h o  m a n a g e s  t he pool m o n ey ?
e. W h a t  a r e  p r o p e r  items r e i m b u r s a b l e  fr om  .the pool?
d. W h a t  c o n t r o l s  w o u l d  s a f e g u a r d  pool funds fro m  abuses?

3. S h o u l d  th e PUC  e s t a b l i s h  p r o c e d u r e s  n e c e s s a r y  t o  e n s ur e that 
t h e  L i f e l i n e  p r o g r a m  q u a l i f i e s  for a n y  federal funds 
a v a i l a b l e  for t h e  s u p p o r t  of suc h p r o g r a m s ?  (AB 386 stated 
t h a t  t h e  P U C  m a y  do s o .)

6. L I F E L I N E  C U S T O M E R  R E P R E S E N T A T I O N  IN C U R R E N T  P R O CE ED I NG S 

F o u r  i n t e r v e n o r s  in the c u r r e n t  L i f e l i n e  p r o c e e d i n g  

r e p r e s e n t  r a t e p a y e r  interests: (Towards U t i l i t y  R a t e

N o r m a l i z a t i o n  ( T U R N ) , 22 P u b l i c  Advocates, I n c . , 23 C o n s u m e r  

A c t i o n , 24 a n d  t h e  P u b l i c  S t a f f  D i v i s i o n  of the P u b l i c  U t i l i t i e s  

C o m m i s s i o n . 25 T U R N  is a n o n - p r o f i t  o r g a n i z a t i o n  t h a t  r o u t i n e l y  

i n t e r v e n e s  in u t i l i t y  r a t e  ca s es  o n  b e h a l f  of consum er s.  T U R N  

f il ed  t e s t i m o n y  in t h e  P a c  Bell m a r k e t i n g  a b u s e  p r o c e e d i n g  on 

b e h a l f  of a " l o w - i n c o m e / m i n o r i t y  c o a l i t i o n . "  P u b l i c  A d v o c a t e s  is



a nonprofit, p u b l i c  i nterest law firm r e p r e s e n t i n g  t h e  following 

p a r t i e s  in Oil 83-11-05: C h i ne se  for A f f i r m a t i v e  Action, Cent e r

for S o u t h e a s t  A s i a n  R e f u g e e  Resettl em en t,  L e a g u e  of U n i t e d  Latin 

A m e r i c a n  Citizens, a n d  T h e  A m e r i c a n  6.1. Forum. C o n s u m e r  A c t i o n  

is a n o n p r o f i t  r es ea r c h  and a d v o c a c y  or ga ni za ti o n.  It has 

p l a y e d  an a c t i v e  a d v o c a c y  role for t e l e p h o n e  c o n s u m e r s  since 

d ivestiture. O n e  of t he m a n y  f un ct i o n s  of the PUC's P u bl i c Staff 

D i v i s i o n  is to r e p r e s e n t  r a t e p a y e r  i n t e r e s t s  in c o m m i s s i o n  

p r oc eedings. T h e  d i v i s i o n  w a s  p r i m a r i l y  r e s p o n s i b l e  for c a ll i ng  

a t t e n t i o n  t o  and  c o r r e c t i n g ' P a c  Be ll's a b u s i v e  m a r k e t i n g  

p r a c t i c e s  in 1986. TURN, P u bl ic  A dvocates, an d  C o n s u m e r  A c t i o n  

h a v e  all p a r t i c i p a t e d  in PUC L i f e l i n e  w or ks ho ps . T U R N  a n d  Public 

A d v o c a t e s  filed b r ie fs  in b o t h  the m a r k e t i n g  a b u s e  a n d  the 

L i f e l i n e  proceedings.

T e s t i m o n y  filed by T U R N  foc us ed  p r i m a r i l y  on t h e  level of 

f u nd in g r e q u i r e d  for t he program. T U R N  ack no wl ed ge s , as do all 

parties, t h a t  t h e  n u m b e r  of L i f e l i n e  s u b s c r i b e r s  wil l c o n t i n u e  to 

i nc re a s e  as o u t r e a c h  a nd e d u c a t i o n  e f f or ts  improve? however,

T U R N  d i s p u t e s  a l l e g a t i o n s  t h a t  t h e  L i f e l i n e  fun d will s u f f e r  the 

level of d e f i c i t s  t h a t  h a v e  b e e n  p r o j e c t e d  to r e s u l t  from 

i n c r e a s e d  s ub s cribers. T U R N  c o n t e n d s  t h a t  t h e  d e f i c i t s  in
i

f u n d i n g  t h a t  h a v e  b e e n  p r o j e c t e d  f or t h e  L i f e l i n e  p r o g r a m  are 

o v e r s t a t e d  b e c a u s e  t h e  n u m b e r  of L i f e l i n e  c u s t o m e r s  is e x p e c t e d  

to inc re a se  and e c o n o m i e s  of s c a l e  s h o u l d  o f f s e t  the n e e d  for 

i n c r e a s e d  f u n d i n g  for the program.

T U R N  no te d t h a t  Fac Bell, w h i c h  s e r v e s  n e a r l y  t e n  t i m e s  as



m a n y  c u s t o m e r s  as d o e s  G e n e r a l  Tel, incurs a d m i n i s t r a t i v e  costs 

t h a t  a re t e n  t im es  h i g h e r  on a p e r  c u s t o m e r  basis. Clearly, no 

e c o n o m i e s  of s c a l e  a re b e i n g  r e a l i z e d  by Pac Bell, a fact which 

w a r r a n t s  f u r t h e r  attention. If L i f e l i n e  e x p e ns es  a r e  b e i n g  

o ve rstated, t h e  d e f i c i t  t ha t ha s  b e e n  p r o j e c t e d  for the  p r o g r a m  

m a y  a l s o  h a v e  b e e n  overstated.

In its testimony, T U R N  c i t e d  a dd it i o n a l  p r o b a b l e  c o st - 

s a v i n g  me as ur es , s u c h  as the $15 m i l l i o n  in annu al  sav in gs  that 

A T & T  has  p r o j e c t e d  w o u l d  a cc ru e if C a l i f o r n i a  c o m p l i e s  w i t h  FCC 

re qu ir em en ts .  If the p r o c e d u r e s  w h e r e b y  L i f e l i n e - r e l a t e d  

e x p e n s e s  are c l a i m e d  b y  LECs are m o d i f i e d  in th e n e a r  future, 

L i f e l i n e  p r o g r a m  c os ts  s h o u l d  d e c r e a s e  signif ic an tl y.  B e ca us e 

t h e  c o s t  o f  i n t e r L A T A  c a l l s  h a v e  i n c r e a s e d  since d iv es titure, 

g r o s s  r e v e n u e s  e a r n e d  b y  the c o m p a n i e s  t h a t  p r o v i d e  t h e m  h a v e  

increased, which, T U R N  contends, wi ll  o f f s e t  t h e  p r o j e c t e d  

L i f e l i n e  deficit.

T U R N ' S  p o s i t i o n  is that data on t h e  c u r r e n t  a n d  p r o j e c t e d  

c o s t s  of p r o v i d i n g  L i f e l i n e  s e r v i c e  a r e  inadequate; th a t the 

P u b l i c  S t a f f  D i v i s i o n  of the PUC ha s o v e r s t a t e d  the funding 

r eq ui r e m e n t s ,  a n d  t h a t  t e l e p h o n e  c o m p a n i e s  are not e f f i c i e n t  

e n o u g h  in a d m i n i s t e r i n g  th e program.

T h e  t e s t i m o n y  filed by P u b l i c  Advocates, Inc. in Oil 83-11- 

05 b e g i n s  w i t h  t h e  following: "The p o o r e s t  of the p o o r  h a v e  not

y e t  b e n e f i t e d  f r o m  L i f e l i n e  S e r v i c e . "  T h e y  f u r t h e r  t e s t i f i e d  

t h a t  t h e  o r g a n i z a t i o n s  P ub li c A d v o c a t e s  r e p r e s e n t s  " r e l u c t a n t l y  

s u p p o r t "  a t e m p o r a r y  one d o l l a r  p e r  m o n t h  incr ea se  in L i f e l i n e



rates, p r o v i d e d  t he f ol l ow in g c o n d i t i o n s  a r e  met:

1. T h a t  Pac Bell and Gener a l T e l  u n d e r t a k e  a m ul ti l i n g u a l  
o u t r e a c h  p r o g r a m  w i t h i n  the n e x t  12 m o n t h s  to ensure 
t h a t  all e l i gi bl e customers, i n c l u d i n g  "mon o li ng ua l 
u n d o c u m e n t e d  pe rs on s " c u r r e n t l y  w i t h o u t  te l ephones, are 
m a d e  fully a w a r e  of Lifeline.

2. T h a t  Pac Bell and Gen er al  T e l  s e t  a goa l o f  s i g n i n g  up 
80 p e r c e n t  of all e l i g ib le  c u s t o m e r s  to r e c e i v e  Li fe li ne  
b y  J a n u a r y  1990. This w o u l d  incl ud e t h e  e s t i m a t e d  
3 0 0 , 0 0 0 - 5 0 0 , 0 0 0  el ig ib le  p e r s o n s  w h o  h a v e  no t e l e p h o n e  
s e r v i c e  a t  all, as well as t h o s e  e l i g i b l e  w h o  hav e 
r e g u l a r  service.

3. T h a t  v e r i f i c a t i o n  of income e l i g i b i l i t y  o f  L i f el i ne  
c u s t o m e r s  c o n t in ue  t o  b e  t h r o u g h  se lf -c e r t i f i c a t i o n .  In 
addition, random, in de p e n d e n t  a u d i t s  are p r o p o s e d  to 
d e t e r m i n e  the level, if any, of f r au d a nd the need, if 
any, for a c hange from s e l f - c e r t i f i c a t i o n  to an 
a l t e r n a t i v e  v e r i f i c a t i o n  system.

4. T h a t  Pac Bell and Gene ra l Tel d e v e l o p  a n d  c o n d u c t  a 
s t u d y  of t h e  d e m o g r a p h i c s  of t h o s e  r e c e i v i n g  and not 
r e c e i v i n g  Lifeline. T he s t u d y  w o u l d  i d e n t i f y  w h e t h e r  
m i n o r i t i e s  a n d  "those m o s t - in -n ee d,  n o n - E n g l i s h - s p e a k i n g  
p e r s o n s "  are " d i s p r o p o r t i o n a t e l y  e x c l u d e d "  from 
Lifeline.

7. C H A N GE S T O  T H E  L I F E L I N E  PROG RA M

T he I n t e r i m  O p i n i o n  issued on O c t o b e r  31, 1987, c o n t a i n e d  

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

a d m i n i s t r a t i o n  cf the L i f e l i n e  program:

1. T h e  n a t u r e  of t h e  annu a l p r o c e e d i n g  t h e  P U C  is r e q u i r e d  to

h o l d  u n d e r  A B  386:

a. L i f e l i n e  r a t e s  will be set in t h i s  p r o c e e d i n g  via  an 
" a d v i c e  letter" process, r a t h e r  t h a n  a full e v i d e n t i a r y  
hearing. All local e x c h a n g e  c o m p a n i e s  m u s t  file the 
r e v e n u e  n e e d s  t h e y  p r o j e c t  t h e y  w i l l  h a v e  in p r o v i d i n g  . 
L i f e l i n e  to s u b s c r i b e r s  o v e r  t h e  n e x t  year. A d v i c e  
l e t t e r s  b e c o m e  e f f e ct i ve  a u t o m a t i c a l l y  u n l e s s  an 
o b j e c t i o n  to t h e i r  c o n t e n t  is f i l e d  w i t h  t h e  PUC.

A n y  p a r t y  o b j e c t i n g  to a f il in g m a y  file a p r o t e s t  and
r e q u e s t  t h a t  t h e  P UC s c h e d u l e  a full e v i d e n t i a r y  h e ar in g
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o n  t h e  o b j e c t i o n a b l e  issue. If t h e  P U C  finds m e r i t  in 
t h e  protest, a h e a r i n g  wi ll  be scheduled. At t he 
c o m p l e t i o n  of suc h a hearing, the PU C wi ll  i s su e an 
o p i n i o n  s e t t i n g  forth a n y  c h a ng es  to t h e  f u n d i n g  
requirement, s u r c h a r g e  percentage, a n d / o r  c h a n g e s  to the 
L i f e l i n e  program.

b. T h e  a d v i c e  let te rs  a re to b e  filed on A p r i l  1 of eac h  
year. T h e  a nnual s u r c h a r g e  rate w i l l  b e  i m p l e m e n t e d  on 
J u l y  1 of ea ch  year.

c. T h e  t y p e s  of s e r v i c e s  t h a t  w i l l  b e  s u r c h a r g e d  to fund 
L i f e l i n e  h a v e  b e e n  expanded. Formerly, o n l y  in tr as t a t e  
I n t e r L A T A  c al ls  w e r e  surcharged. Now, b o t h  i n t r a L A T A  
a n d  I n t e r L A T A  call rev en ue s wi l l b e  surcha rg ed .

d. T h e  m e t h o d  t h r o u g h  w h i c h  L i f e l i n e  w i l l  be f u n d e d  h as 
b e e n  c h a n g e d  so t h a t  all t e l e p h o n e  c o m p a n i e s  s e r v i n g  
c u s t o m e r s  in C a l i f o r n i a  wil l c o n t r i b u t e  to the program.

T h a t  m e a n s  that, in a d d i t i o n  to t h e  c o n t r i b u t i o n s  
c u r r e n t l y  t a k e n  from IECs, t h e  fund w i l l  b e  c o m p r i s e d  of 
p a y m e n t s  f ro m LF^s a nd r a d i o / c e l l u l a r  compan ie s.

e. T h e  P U C  set an initial s u r c h a r g e  r a t e  of four percent. 
T h i s  rat e w i l l  c o n t i n u e  to a p p l y  to IE Cs  as it n ow does. 
T h e  s u r c h a r g e  ra t e will not b e  a p p l i e d  to LEC s  until 
J a n u a r y  1, 1988.

T h i s  d e l a y e d  i m p l e m e n t a t i o n  wi ll  g i v e  t h e  LE C s the 
o p p o r t u n i t y  to n o t i f y  t h e i r  c u s t o m e r s  of t h e  n e w  
surcharge.

2. A  p o o l i n g  m e t h o d  s i m i l a r  to t he De af  T r u s t  F u n d  m a y  be 
e s t a b l i s h e d  to c o l l e c t  a n d  d i s p e n s e  surcharges:

a. T h e  L i f e l i n e  p r o g r a m  w i l l  be a d m i n i s t e r e d  on an 
i n d u s t r y - w i d e  b a s i s  t h r o u g h  a trust.

b. T h e  t r u s t  w i l l  be a d m i n i s t e r e d  b y  a L i f e l i n e  
a d m i n i s t r a t i v e  committee.

c. T h e  c o m m i t t e e  wil l b e  r e s p o n s i b l e  for t h e  r e c e i p t  and 
i n v e s t m e n t  of L i f e l i n e  s u r c h a r g e  m o n i e s  a n d  for the 
p a y m e n t  of m o n i e s  e x p e n d e d  b y  t h e  LECs a n d  the IECs for 
a c tu al  L i f e l i n e  c o s t s  incurred.

d. T h e  c o m m i t t e e  w i l l  a r r a n g e  f or an a n n u a l  a u d i t  of the 
L i f e l i n e  t r u s t  fund b y  an i n d e p e n d e n t  c e r t i f i e d  p u b l i c  
a c c o u n t i n g  firm.

e. T h e  d u t i e s  of t h e  c o m m i t t e e  w i l l  b e  f i n a n c i a l  and



f. T h e  c o m m i t t e e  w i ll  b e  ma de  u p  of five r e p r e s e n t a t i v e s  to 
b e  s e l e c t e d  fro m t h e  five largest LECs, t h e  small LECs, 
p u b l i c  i n t e re s t groups, and t he IECs. In l ie u of a PUC 
r e p r e s e n t a t i v e  on t he committee, t h e r e  w i l l  b e  two  
p u b l i c  i n t e r e s t  g r o u p  representatives. C o m m i t t e e  
m e m b e r s  w i l l  b e  s e l e c t e d  b y  the PUC's E v a l u a t i o n  a nd 
C o m p l i a n c e  Division.

3. T h e  P U C  w i l l  e s t a b l i s h  p r o c e d u r e s  n e c e s s a r y  t o  e n s u r e  tha t  
L i f e l i n e  q u a l i f i e s  for a ny federal funds a v a i l a b l e  for t h e  
s u p p o r t  of s u c h  programs:

a. T h e  P UC c o n c l u d e d  t h a t  th ey  a r e  u n d e r  an o b l i g a t i o n  to 
r a t e p a y e r s  to e x p l o r e  all p o s s i b i l i t i e s  for o b t a i n i n g  
fede ra l funds for Lifeline, W o r k s h o p s  w i l l  be h e l d  to 
e v a l u a t e  t h e  FCC's re q ui r e m e n t s  a n d  d e t e r m i n e  w h e t h e r  
C a l i f o r n i a  c an d e v e l o p  a v e r i f i c a t i o n  p r o g r a m  t h a t  will 
comply.

b. T h e  w o r k s h o p s  w i l l  e x p l o r e  w h e t h e r  t he p r o g r a m  c a n  be 
i m p l e m e n t e d  on a c o s t  e f f e c t i v e  ba si s  so as not t o • 
o b l i t e r a t e  p o t e n t i a l  savings t h r o u g h  h i g h  a d m i n i s t r a t i v e  
costs.

c. If necessary, e v i d e n t i a r y  h e a r i n g s  w i l l  b e  s c h e d u l e d  
a f t e r  th e w o r k s h o p s  h a v e  be en  completed.

a d m in is t r a t iv e ,  n o t p o l i c y  m aking .

V e r i f i c a t i o n

A s s e m b l y w o m a n  M o o r e  w a s  a m o n g  th o se  w h o  t e s t i f i e d  b e f o r e  the 

P UC d u r i n g  its i n v e s t i g a t i o n  into i mp le m e n t i n g  t h e  M o o r e  Act.

In h e r  testimony, s h e  a d d r e s s e d  the issue of w h a t  n a m e  the 

L i f e l i n e  p r o g r a m  s h o u l d  have. In thi s context, she s t r e s s e d  

t h a t :

T h e r e  s h o u l d  b e  no d o u b t  in the m i n d s  of t e l e p h o n e  
c u s t o m e r s  t h a t  t h i s  n e w  c a t e g o r y  of s e r v i c e  is a n y t h i n g  
o t h e r  t h a n  f i rs t cl a ss  s e r v i c e  s a t i s f y i n g  an 
e n t i t l e m e n t  a c k n o w l e d g e d  b y  the Legislature. A n y  na me  
s u g g e s t i n g  t h a t  U TS [un_versal t e l e p h o n e  service] is an 
i n f e r i o r  c l a s s  of s e r v i c e  o r  " t el ep ho ne  w e l f a r e "  w o u l d  
a b s o l u t e l y  c o n t r a v e n e  t h e  L e g i s l a t u r e’s i n t e n t i o n s  t h a t  
.TS be as v a l i d  a s e r v i c e  o p ti on  for q u a l i f i e d  e l e p h o n e  
c u s t o m e r s  as a n y  o t h e r . 26



F r o m  t he i n c e p t i o n  of its L i f e l i n e  program, t h e  s t a t e  of 

C a l i f o r n i a  h a s  d e c l i n e d  to i n s t i t u t e  a v e r i f i c a t i o n  procedure, 

r e l y i n g  o n  s e l f - c e r t i f i c a t i o n  o f  e l i g i b i l i t y  instead. L i f e l i n e  

s u b s c r i b e r s  a r e  r e q u i r e d  to n o t i f y  t h e i r  t e l e p h o n e  c o m p a n y  of a 

" c h a n g e  in a n y  c o n d i t i o n  w h i c h  o c c u r s  tfrat w o u l d  c a u s e  the 

h o u s e h o l d  to n o  l o n g e r  q u a l i f y  for t h e  s e r v i c e . " 27 If t he 

t e l e p h o n e  c o m p a n y  " d i s c o v e r s  t h a t  c o n d i t i o n s  e x i s t  w h i c h  c au se  

th e r e c i p i e n t  n o t  t o  q u a l i f y  f o r  Lifeline, t h e  c u s t o m e r  w i l l  be 

n o t i f i e d  t h a t  t he s e r v i c e  w i l l  b e  c o n v e r t e d  t o  r e g u l a r  rates, 

r e t r o a c t i v e  to the d at e w h e n  t h e  c u s t o m e r  ca n  p r o v e  t h e y  became 

i n e l i g i b l e . "

A s  o f  M a r c h  1987, t h e  F C C  wi ll  pay  the full a m o u n t  of the 

s u b s c r i b e r  line c h a r g e  in s t a t e s  t h a t  p r o v i d e  an i n c o m e  t e s t  for 

s u b s c r i b e r s  a n d  v e r i f y  t h e  t e s t  results. A p p r o x i m a t e l y  18 states 

c u r r e n t l y  q u a l i f y  for full F CC benefits. T h e  FCC d i s c o u r a g e s  

s t a t e s  from u s i n g  s e l f - c e r t i f i c a t i o n ,  p r e f e r r i n g  i n s te ad  that 

L i f e l i n e  s u b s c r i b e r s  b e  t h o s e  w h o  a r e  a l r e a d y  r e c e i v i n g  social 

w e l f a r e  b e n e f i t s  t h r o u g h  p r o g r a m s  s u c h  as S u p p l e m e n t a l  Security 

Income, A i d  to F a m i l i e s  w i t h  D e p e n d e n t  Children, o r  t h e  H o m e  

E n e r g y  A s s i s t a n c e  Program.

B e c a u s e  C a l i f o r n i a  d o e s  n o t  h a v e  a v e r i f i c a t i o n  p r o c e d u r e  in 

place, it o n l y  r e c e i v e s  o n e - h a l f  of the FCC be n ef it s.  Thus, 

w h i l e  C a l i f o r n i a  L i f e l i n e  s u b s c r i b e r s  do n ot pay t he c h a r g e  at 

all, the  p o r t i o n  t h a t  t h e  F C C  r e f u s e s  to c o v e r  m u s t  b e  t a k e n  out 

of t h e  s t a t e  L i f e l i n e  fund.

T h e  C a l i f o r n i a  L i f e l i n e  s e l f - c e r t i f i c a t i o n  p r o c e d u r e  is



a m o n g  t h e  issues to be r e s o l v e d  in t h e  c u r r e n t  P UC L i f e li n e 

p ro ceeding. Sever a l p a r t i e s  w h o  t e s t i f i e d  in the p r o c e e d i n g  

a d v o c a t e d  t h a t  t he PUC ta k e steps t o  c o m p l y  w i t h  the FCC 

require me nt s.  T h e  A m e r i c a n  T e l e p h o n e  & T e l e g r a p h  C o m pa n y 

e s t i m a t e s  t h a t  Ca li fo r n i a  c o u l d  r e c e i v e  as m u c h  as $15 m i l l i o n  

t h r o u g h  c o m p l i a n c e  w i t h  t h e  F C C  requirem en ts . T h i s  e s t i m a t e  is 

d e r i v e d  fror m u l t i p l y i n g  a $1.30 m o n t h l y  savi ng s p e r  c u s t o m e r  by 

the n u m b e r  of L i f e l i n e  s u b s c r i b e r s  (curre nt ly  a p p r o x i m a t e l y  one 

m i l l i o n ) . In t e s t i m o n y  f il ed  w i t h  t h e  PUC, A T & T  n o t e d  t h a t  

C a l i f o r n i a n s  are '‘su b s i d i z i n g” the 18 s t a t e s  c u r r e n t l y  r e c e i v i n g  

full FCC b e n e f i t s . 28 T h e y  a r g u e  t h a t  b y  p a y i n g  long d i s t a n c e  

rates, C a l i f o r n i a n s  are c o n t r i b u t i n g  to t he F CC l i f e l i n e  funds 

b ut n ot g e t t i n g  a full s h a r e  of t h e m  in return.

T h o s e  w h o  a r g u e  in f a v o r  o f  s w i t c h i n g  fr om  self- 

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

c o u l d  b e  r e a l i z e d  t h r o u g h  t h e  switch. Further, t h e  a r g u m e n t  is 

m a d e  t h a t  t he s w i t c h  w i l l  p u r g e  fr au d f r o m  t h e  program. A s  an 

alte rn at iv e,  P u b l i c  A d v o c a t e s  h a s  s u g g e s t e d  th a t r a n d o m  a ud i ts  be 

c o n d u c t e d  in p l a c e  of a f u l l - s c a l e  v e r i f i c a t i o n  program.

T h e  m a j o r  a r g u m e n t  of t h o s e  w h o  o p p o s e  s w i t c h i n g  fro m  self- 

c e r t i f i c a t i o n  to v e r i f i c a t i o n  is t h a t  t h e  s w i t c h  will d i s c o u r a g e  

m a n y  e l i g i b l e  c u s t o m e r s  fro m  s ub sc r i b i n g .  S o m e  o l d e r  p e o p l e  are
V fit'
.  r*ir'

u n w i l l i n g  to c e r t i f y  t h e m s e l v e s  as p o o r  and to a c c e p t  "handouts." 

S o m e  m a y  r e f u s e  to p a r t i c i p a t e  in s o c i a l  w e l f a r e  p r o g r a m s  d ue to 

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

a g a i n s t  su ch  programs. Further, m a n y  b e l i e v e  t h a t  i n f o r m a t i o n



a b o u t  one's age, f a mi l y size a n d  income is non e of t h e  ph o ne  

c o m p a n y ' s  b u s i n e s s . 2 -

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

e nt ai l c o u l d  d i s c o u r a g e  t h os e w i t h  l i t e r a c y  p r o b l e m s  from 

applying. P u b l i c  A d v o c a t e s  no te s tha t  p a p e r w o r k  t e n d s  to 

d i s c o u r a g e  l ar ge  p e r c e n t a g e s  of lo w- i n c o m e  p e r s o n s  fro m a p p l y i n g  

for b e n e f i t s  b e c a u s e  m a n y  s uc h  p e r s o n s  a r e  e i t h e r  f u n c t i o n a l l y  

i l l i t e r a t e  o r  do n o t  s p e a k  English. Further, it h a s  b e e n  

s u g g e s t e d  t h a t  s u c h  p e r so ns  m a y  fear t he in fo rm a t i o n  g a t h e r e d  

a b o u t  t h e m  w i l l  be u s e d  to d e p o r t  them, ev e n if t h e y  are legal

a l i e n  r e s i d e n t s  of the U n i t e d  States.

A  f u r t h e r  a r g u m e n t  a g ai ns t  t he s w i t c h  is tha t it m a y  t u r n  

out t o  b e  so e x p e n s i v e  to i m p l e m e n t  v e r i f i c a t i o n  tha t  any 

i n c r e a s e  in F C C  m o n i e s  will be offset. T h e  PUC is a w a r e  of this

p o s s i b i l i t y  a n d  h a s  st ated tha t  if th is  is t he case, t h e  s elf-

c e r t i f i c a t i o n  p r o c e d u r e  w il l be m ai ntained.

T he FCC c u r r e n t l y  req u ir es  100 p e r c e n t  v e r i f i c a t i o n  b e f o r e  

g r a n t i n g  a 100 p e r c e n t  w a i v e r  of the  s u b s c r i b e r  l in e charge. The 

PU C h a s  s a i d  t h a t  it do es  n o t  i nt e nd  to p u r s u e  v e r i f i c a t i o n  of 

100 p e r c e n t  of L i f e l i n e  customers. Instead, t he c o m m i s s i o n  

h o p e s  to d e v i s e  a p r o g r a m  t h a t  "c om pl i es  w i t h  t he spirit, if not 

t h e  l e t t e r  of t h e  [FCC] l a w . " 30 T h e  FCC has a l r e a d y  d e m o n s t r a t e d  

s om e f l e x i b i l i t y  in a g r e e i n g  to c o n t r i b u t e  o n e - h a l f  of the 

s u b s c r i b e r  lin e c h ar ge  in C al ifornia, d e s p i t e  t he s t a t e ' s  la c k of 

a v e r i f i c a t i o n  program. A c c o r d i n g  to t he PUC, a l t h o u g h  FCC rule 

69.203, ( s ub se ct io n  (g)) r e q u i r e s  st at e  p r o g r a m s  to b e  n a r r o w l y



targeted, t h e  F CC h a s  gi ve n st ates lat it u de  in s h a p i n g  benefits 

and s e t t i n g  e l i g i b i l i t y  requirements.

J a n u a r y  1988 W o r k s h o p s

P u r s u a n t  to t h e  PUC d e c i s i o n  issu ed  on O c t o b e r  31, 1987, two 

d a y - l o n g  a n d  o ne h a l f - d a y  w o r k s h o p s  w e r e  h e l d  o n  J a n u a r y  12, 13 

a n d  26, 1988, in S a n  Francisco. T h e  aims of the  w or ks ho ps  were 

to:

1. D e v e l o p  a u n i f o r m  c o s t - d a t a - f i l i n g  format for all LECs.

2. D e v e l o p  a u n i f o r m  t ra ns mi tt a l form for d e p o s i t  of Lifeline 
s u r c h a r g e  m o n i e s  to t h e  fund.

3. D e v e l o p  a u n i f o r m  c l a i m  r e q u e s t  form for u t i l i t i e s  to seek 
c o m p e n s a t i o n  for L i f el in e co st s incurred.

4. D e t e r m i n e  t h e  s p e c i f i c  F CC r e q u i r e m e n t s  for v e r i f i c a t i o n  of 
e ligi bi li ty , w h e t h e r  a n  a c c e p t a b l e  v e r i f i c a t i o n  p r o g r a m  can 
b e  d e v e l o p e d  to m e e t  t he F CC 's  requirement, and, if so, 
w h e t h e r  it c a n  b e  i mp le me n te d on a c o s t - e f f e c t i v e  basis.

5. C o n s i d e r  the f o l l o w i n g  c h an ge s  to t he L i f e l i n e  program:

a. E l i m i n a t i o n  of th e 25 ce nt s i n side w i r e  and the 75 cents 
m o n t h l y  e q u i p m e n t  credits.

b. S e t t i n g  a m a x i m u m  for t he s u b si dy  p r o v i d e d  to flat-rate 
c u s t o m e r s .

c. R e v i s i o n s  to the o u t r e a c h  program.

d. R e v i s i o n s  t o  PUC G e ne ra l  O r d e r  153 w h i c h  sets out a 
p r o c e d u r e  for a d m i n i s t r a t i o n  of t he M o o r e  Un iv e rs al  
S e r v i c e  Act.

T h e  w o r k s h o p  f o r u m  w a s  u s e d  in 1984 w h e n  t he PUC issued the 

d e c i s i o n  i m p l e m e n t i n g  the M o o r e  A c t  (PUC d e c i s i o n  No. 84-04-053). 

W o r k s h o p s  w e r e  h e l d  t o  r e s o l v e  issues n o t  c l a r i f i e d  in the 

de ci si on . A c c o r d i n g  to M o o r e  aide and L i f e l i n e  adv o ca te  R obert 

J ac ob so n,  t h e s e  issue s w e r e  c r u c i a l  ones:
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A m o n g  the issues still t o  b e  r e s o lv ed  w e r e  the m e t h o d  of 
a n n o u n c i n g  and t a king lifeline applications, billing, the 
d e f i n i t i o n  of a household, p u n i s h m e n t  for "abusers," 
c o m p e n s a t i o n  for t h e  local t e l e p ho ne  c o m p a n i e s  p r o v i d i n g  
t h e  n e w  lif el in e service, a n d  o t h e r  b r e a d - a n d - b u t t e r  
t o p i c s . . ,31

T h e s e  t opics w e r e  e xp lo r e d  d u r i n g  six w o r k s h o p s  h e l d  at the 

PU C' s San F r a n ci sc o offices. In attendance, a c c o r d i n g  to 

Jacobson, w e r e  r e p r e s en ta ti ve s of the t e l e p h o n e  industry,

C o n s u m e r  Action, P u bl i c Advocates, and T o w a r d  U t i l i t y  R a t e  

N o r m a li z at io n.  M a n y  of the same p a r t ie s a t t e n d e d  the J a n u a r y  

1988 workshops.

T h e  38 p a r t i c i p a n t s  at the J a n u a r y  w o r k s h o p s  i n c l u d e d  

r e p r e s e n t a t i v e s  of c o n s um er  g r o u p s — C o n s u m e r  Action, P u b l i c  

Advoc at es , an d T U R N — AT&T, P a c if ic  Bell, MCI, U.S. Sprint,

G e n e r a l  Telephone, several local e x c h a n g e  t e l e p h o n e  c o m p a n i e s  and 

the C a l i f o r n i a  Pu blic U t i l i t i e s  Commission. A t  le a st  one m o r e  

w o r k s h o p  w il l b e  s c h e d ul ed  in t he future. At this writing, the 

w o r k s h o p  fin di ng s are in d r a f t  form. T he final v e r s i o n  w i l l  be 

s u b m i t t e d  to A d m i n i s t r a t i v e  L aw J u d g e  Galvin. Formal h e a r i n g s  

will t h e n  be h e l d  on t h e  w o r k s h o p  findings. Finally, an o rd e r 

will be i s s u e d  and changes to the p r o g r a m  wil l  be implemented.

W o r k s h o p  p a r t i c i p a n t s  w e r e  able t o  re ac h a c o n s e n s u s  on some 

a d m i n i s t r a t i v e  a s p ec ts  of the L i fe l i n e  program. F o r  example, a 

s i m p l i f i e d  m o n t h l y  c l a i m  r e qu es t form wa s d e v e l o p e d  for L i f e l i n e  

p r ov id er s.  Howevtr, the  p a rt i es  did not a g r e e  u p o n  a s y s t e m  for . 

a n a l y z i n g  o p e r a t i n g  e x p e ns e a nd lost r e v e n u e  claims. T h a t  issue 

as d e f e r r e d  u ntil a future workshop.

T U R N  e x p r e s s e d  the v i e w  t h a t  o p e r a t i n g  e x p e n s e s  s u c h  as



c u s t o m e r  n o t i f i c a t i o n  a n d  m a r k e t i n g  s h o u l d  be c o n s i d e r e d  normal 

o p e r a t i n g  c o s t s  not r e i m b u r s a b l e  from t h e  L i f e l i n e  fund. TURN, 

C o n s u m e r  A c t i o n  a nd A T & T  j o i n e d  in r e q u e s t i n g  t h a t  t h e  m o n t h l y  

c l a i m  forms s o l i c i t  s u f f i c i e n t l y  d e t a i l e d  i n fo rm a t i o n  to a ll ow  

c o st s to b e  t r a c k e d  a n d  audited. T U R N  s u g g e s t e d  t h a t  t he n u m b e r  

of c u s t o m e r s  a n d  r e l a t e d  co st s c o u l d  b e  b r o k e n  d o w n  b y  class of 

service. P u b l i c  A d v o c a t e s  n o t e d  t h e  b e n e f i t  of b e i n g  a b l e  to 

c o l l e c t  i n f o r m a t i o n  on c u s t o m e r  dem og r ap hi cs . In r e s p o n s e  to 

t h e s e  suggestions, a local e x c h a n g e  c o m p a n y  t h a t  c u r r e n t l y  

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

th e m o n t h l y  forms w o u l d  in c re as e t he a d m i n i s t r a t i v e  costs of 

p r o c e s s i n g  them.

W o r k s h o p  p a r t i c i p a n t s  d i d  n ot r e a c h  a c o n s e n s u s  on a p r o g r a m  

for v e r i f y i n g  the incomes o f  L i f e l i n e  subscribers. W h i l e  all 

a g r e e d  th at  t h e  c o n c e p t  of s u c h  a p r o g r a m  has merit, t h e r e  was 

d i s a g r e e m e n t  o n  t he l o g i s t i c s  and p r o s  a n d  c o n s  of i m p l e m e n t i n g  

one. C a l i f o r n i a  c u r r e n t l y  d o e s  n o t  l i n k  L i f e l i n e  e l i g i b i l i t y  to 

o t h e r  social s e r v i c e  programs, y e t  it r e c e i v e s  a p a r t i a l  w a i v e r  

of the s u b s c r i b e r  line c h a r g e  fr om  t h e  FCC. W o r k s h o p  

p a r t i c i p a n t s  d i s c u s s e d  w h e t h e r  C a l i f o r n i a  s h o u l d  m a k e  su ch  a 

link. L i f e l i n e  is n o w  a v a i l a b l e  to some people, suc h as n e w  

immigrant^,: w h o  d o  n o t  q u a l i f y  for s o c ia l s e r v i c e  programs. Yet 

it is n ot a v a i l a b l e  to s o m e  w h o  d o  q u a l i f y  for socia l services, 

su ch  as m e m b e r s  of m u l t i - m e m b e r  h ou se h o l d s .  (Lifeline 

s u b s c r i b e r s  m a y  o 4ily h a v e  one t e l e p h o n e  p e r  household, t h u s  some 

soci al  s e r v i c e - e l i g i b l e  p e r s o n s  c a n n o t  be L i f e l i n e  s u b s c r i b e r s
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if t h e y  liv e communally.)

P a r t i c i p a n t s  in th e J a n u a r y  w o r k s h o p s  d i s c u s s e d  a s u g g e s t i o n  

t o  c o m p u t e r - m a t c h  L i f e l i n e  s u b s c r i b e r s  a g ai ns t  w e l f a r e  rolls or 

t h e  F r a n c h i s e  T a x  B oard d a t a b a s e  t o  a s c e r t a i n  income 

e l i gi bi li t y.  T h i s  w o u l d  r e q u i r e  L i f e l i n e  s u b s c r i b e r s  t o  d i s c l o s e  

t h e i r  S o c i a l  S e c u r i t y  n u m be rs  to t h e  local e x c h a n g e  c o m p a n i e s  

c u r r e n t l y  p r o v i d i n g  L i f e li ne  service. P u b l i c  A d v o c a t e s  p o i n t e d  

o u t  t h a t  n e w  i mm ig r a n t s  a nd illegal a l i en s g r a n t e d  a m n e s t y  are 

n o t  e l i g i b l e  for  g o v e r n m e n t  a s s i s t a n c e  p r o g r a m s  for five years, 

a n d  t h u s  t h e y  w o u l d  be d e e m e d  i n e l i g i b l e  for Lifeline. Further, 

r e q u i r i n g  a p p l i c a n t s  to p r o v i d e  t h e i r  S o ci al  S e c u r i t y  n u m b e r s  

r a i s e s  i ss ue s of l e g a l i t y  and privacy.

W o r k s h o p  p a r t i c i p a n t s  d i s c u s s e d  t h e  p r o s  a n d  con s of the 

s u g g e s t e d  c o m p u t e r  matching. A  s i g n i f i c a n t  b e n e f i t  of the 

s u g g e s t i o n  is t h a t  it c o u l d  s e r v e  as a n  a u t o m a t i c  purge. T h o s e  

w h o  k n o w  t h e y  d o  not q u a l i f y  w o u l d  v o l u n t a r i l y  r e m o v e  t h e m s e l v e s  

f r o m  t h e  L i f e l i n e  program. T h o s e  w h o  d i d  n o t  v o l u n t a r i l y  r e mo ve  

t h e m s e l v e s  w o u l d  be i d e n t i f i e d  a f t e r  s oc ia l s e r v i c e  d a t a b a s e s  

a nd FTB f iles w e r e  m a t c h e d  a g a i n s t  L i f e l i n e  elig ib il i ty .

W o r k s h o p  p a r t i c i p a n t s  e v a l u a t e d  t h e s e  c o n s i d e r a t i o n s  and 

c o n c l u d e d  t h a t  f u r t h e r  d i s c u s s i o n  is w ar r an te d.  T h e  g r o u p  

c o n c l u d e d  that, w h i l e  c o m p u t e r  m a t c h i n g  w o u l d  b e  d esirable, a 

s i n g l e  s t a t e  a g e n c y  m a y  not h a v e  t h e  r e s o u r c e s  to a f f e c t  the 

p ro gr am . T h e  local e x c h a n g e  c o m p a n i e s  m a d e  it c l e a r  t h a t  t h e y  

are u n w i l l i n g  to u n d e r t a k e  s u c h  a program.
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T h e  g r o u p  th e n d i s c u s s e d  r e v i si on s t o  the L i f e l i n e  o utreach

program.  ̂ P u b l i c  A d v o c a t e s  r e i t e r a t e d  t h e i r  v i e w  t h a t  300,000 to
' . ’•.

5 00,0 00  C a l i f o r n i a n s  w h o  q u a l i f y  for L i f e l i n e  are u n a w a r e  that 

th e p r o g r a m  exists. T h e y  c o n t e n d  t h a t  m o s t  o f  t h e s e  p e o p l e  do 

n o t  s p e a k  English. T h r e e  s u g g e s t i o n s  w e r e  d i s c u s s e d  t o  remedy 

t he problem:

1. T e l e v i s i o n  ad s ai me d  at f o re i gn  l a n g ua g e speakers.

2. C h u r c h  o r  c o m m u n i t y  o r g a n i z a t i o n  a c t i v i t i e s  f or t a r g e t e d  
g r o u p s .

3. T h e  I m m i g r a t i o n  a n d  N a t u r a l i z a t i o n  S e r v i c e  c o n t a c t i n g  
r e c e n t  immig r an ts  a nd f o r m e r  illegal a li e ns  g r a n t e d  
a m n e s t y .

C o n s u m e r  a d v o c a t e s  a s s e r t e d  t h a t  t h e  local e x c h a n g e  

c o m p a n i e s  s h o u l d  p a y  f or o u t r e a c h  activi ti es ; t h e  c o m p a n i e s  

b e l i e v e  t h e  co s ts  s h o u l d  b e  p a i d  b y  t h e  L i f e l i n e  fund.

R e m a i n i n g  issues su ch  as e l i m i n a t i n g  t he m o n t h l y  i nside wi re  

a n d  e q u i p m e n t  credit, r e v i s i n g  G e n e r a l  O r d e r  153, a n d  s e t t i n g  a 

m a x i m u m  s u b s i d y  for f l a t - r a t e  L i f e l i n e  c u s t o m e r s  w e r e  d e f er r ed  

u n ti l future workshops.

8. R E C O M M E N D E D  C O U R S E  O F  A C T I O N  F O R  C O N S U M E R  A D V O C A T E S

O n  t h e  whole, t h e  C a l i f o r n i a  L i f e l i n e  p r o g r a m  can  still 

s e r v e  as a  v i a b l e  m o d e l  for o t h e r  states. S o m e  L i f e l i n e  

advocat«ai^b^lieve t h e  p r o g r a m  is in jeopardy, b e c a u s e  p e n d i n g  

c h a n g e s  t o  t h e  p r o g r a m  m a y  erod/? the b e n e f i t s  it p r o v i d e s  to low- 

i n co me  users. Further, t h e  PUC h a s  r e c e n t l y  e m b a r k e d  o n  a 

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

p r o c e e d i n g  t h a t  m a y  f u rt h er  i n c re as e  local rates.



A s  local r ates increase, so w i l l  t h e  n u m b e r  of t e l e p h o n e  

c u s t o m e r s  in n e e d  of Lifeline. F or th i s reason, r a t e p a y e r  

a d v o c a t e s  m u s t  in t ervene in t e l e p h o n e  r at e p r o c e e d i n g s  to kee p 

local r a t e s  down, w h i l e  s u p p o r t i n g  t h e  L i f e l i n e  concept. It is 

i m p o r t a n t  to a v o i d  p i t t i n g  r e g u l a r  r a t e p a y e r s  a g a i n s t  L i f e l i n e  

sub sc ri be rs . T h e  C a l i f o r n i a  PUC P u bl ic  S t a f f  D i v i s i o n  a r g u e s  

t h a t  L i f e l i n e  r e p r e s e n t s  a d r a i n  on r e g u l a r  rate p ay er s.  T h i s  

a r g u m e n t  c o u l d  p o t e n t i a l l y  r e s u l t  in p u b l i c  ill w i l l  b e i n g  

m i s d i r e c t e d  at L i f e l i n e  s u b s c r i b e r s  t h e ms el ve s.  T h e  fact is th a t 

t he m o r e  local rate i n cr eases t h e  PU C authorizes, the m o r e  

L i f e l i n e  s u b s c r i b e r s  t he re  will be, an d m a n y  of t h e m  w il l be 

f o r m e r  "r e gu l a r "  ratepayers.

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

forms f i l e d  b y  L if el i n e  p r o v i d e r s  b e  s u f f i c i e n t l y  s p e c i f i c  to 

a l l o w  p e r i o d i c  auditing. T h i s  is t h e  o n l y  w a y  to e n s u r e  t h a t  

p r o v i d e r s  are o n l y  b e i n g  r e i m b u r s e d  b y  t h e  L i f e l i n e  fu nd  for 

L i f e l i n e - r e l a t e d  expenses. Further, the c l a i m  forms s h o u l d  

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

p r o g r a m  to be monito r ed . It is c r u c ia l t h a t  L i f e l i n e  c u s t o m e r  

d a t a  b e  c o n t i n u o u s l y  collected.

R a t e p a y e r  a d v o c a t e s  m u s t  be p r e p a r e d  to m e e t  t h e  a l l e g a t i o n s  

o f  f r a u d  t h a t  h a v e  b e e n  l e v e l e d  at t h e  p r o g r a m  and to d e f e n d  

s e l f - c e r t i f i c a t i o n .  Further, a l t e r n a t i v e s  to 100 p e r c e n t  

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

c o n s u m e r s .  F o r  example, t h e  r a n d o m  a u d i t s  p r o p o s e d  b y  P u b l i c  

A d v o c a t e s  m i g h t  s u f f i c e  to p e r s u a d e  t h e  F C C  t o  g i v e  C a l i f o r n i a



the full b e n e f i t s  of r e i m b u r s e m e n t  of t h e  s u b s c r i b e r  line charge. 

The C a l i f o r n i a  P UC r e p o r t e d l y  ha s  a p p r o a c h e d  the FCC w i t h  a 

p ro po sa l t o  s e c u r e  a w a i v e r  of the v e r i f i c a t i o n  c o m p l i a n c e  

requirement. Deta il s of the p r o p o s a l  a r e  n o t  p u b l i c l y  

available, b u t  t hi s p o s s i b i l i t y  c o n t i n u e s  to b e  discussed.

The P u b l i c  S t af f D i v i si on  o f  t h e  PUC is a d v o c a t i n g  the 

e l i m i n a t i o n  o f  t he m o n t h l y  credits for e q u i p m e n t  a nd inside wir e 

charges. P UC e c o n o m i s t  K a r e n  M i l l e r  e s t i m a t e s  t h a t  t h e i r  

e l i m i n a t i o n  w i l l  save the L i f el in e fund $12 m i l l i o n  annually. To 

date, no s t u d y  h a s  b e e n  c o n d u c t e d  o n  th e e ff ec t of t h e i r  

e l i m i n a t i o n  o n  L i f e l i n e  subscribers.

T h e  M a r c h  1987 s tu d y of h o u s e h o l d s  w i t h o u t  t e l e p h o n e  service 

in C a l i f o r n i a  c o n d u c t e d  b y  Westat, Inc. c o n c l u d e d  t h a t  74 per ce nt  

of r e s p o n d e n t s  w e r e  n o t  a ware of a n y  f in ancial a s s i s t a n c e  

p r o g r a m s  to h e l p  l o w - i n c o m e  p e o p l e  g et o r  k e e p  t e l e p h o n e  

s e r v i c e . 32 T h i s  f i nd in g  s u g g e s t s  tha t c o n t i n u e d  i m pr ov em e nt s are 

n e e d e d  in the L i f e l i n e  o u t r e a c h  program.

On a n  o p t i m i s t i c  note, c o n s u m e r  a d v o c a t e s  can  c o n t i n u e  to 

p r es s for t e l e p h o n e  s e r v i c e s  t o  be " c o s te d out." Thus, if the 

cost of h i g h - t e c h n o l o g y  s e r v i c e s  u s e d  b y  b u s i n e s s e s  c a n  be 

s e p a r a t e d  out from t h e  cos t of basic, " vo ic e gr ade" service,

local r at es  h a v e  a c h a n c e  of r e m a i n i n g  a t  r e a s o n a b l e  levels.

In a n  ideal society, e v e r y o n e  w o u l d  h a v e  e n o u g h  m o n e y  to pay 

bills. In a n  ideal t e l e c o m m u n i c a t i o n s  ma rk e t p l a c e ,  t h e r e  w o u l d  

be no n e e d  f or L i f e l i n e  s e r v i c e  b e c a u s e  b a s i c  t e l e p h o n e  s e rv ic e 

w o u l d  be u n i v e r s a l l y  affordable. In t h e  p r e s e n t  s o c i o e c o n o m i c



i nc om e c i t i z e n s  m u s t  c o n t in ue  to a d v o c a t e  f or Lifeline. A s  one

c u s t o m e r  stated:

W e  all k n o w  w e  n e e d  a phone. It is n e c e s s a r y  for m a n y  
thing.[sic] T h e  s e n i o r  citizen, t h e r e  a r e  p e o p l e  w ho 
d i e s  f r o m  b e i n g  lonesome, and l o n e l y  is j u s t  alcohol, 
it is a disease. But if s o m e b o d y  h a d  a phone, t h e y  
c o u l d  cal l u p  somebody, if t h e r e  w a s  an e m e r g e n c y . . . 33

climate, o r g a n i z a t i o n s  c o n c er ne d w i t h  t h e  n e e d s  of o l d e r  and low-
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1 IN THE HOUSE BY THE FINANCE COMMITTEE

2 CS FOR HOUSE BILL NO. 48 (Finance)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to reduced rates and discounted

7 local exchange telecommunication service for low-

8 income individuals."

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

0 * Section 1. AS 42.05.301 is amended read:

1 Sec. 42.05.301. DISCRIMINATION IN SERVICE. Except as provided

2 in AS 42.05.306, a [A] public utility may not, as to service, make or

? grant an unreasonable preference or advantage to any person or subject

4 any person to an unreasonable prejudice or disadvantage. A public

5 utility may not establish or maintain or provide an unreasonable

6 difference as to service, either as between localities or as between

7 classes of service, but nothing in this section prohibits the estab-

8 lishment of reasonable classifications of service or requires unrea-

9 sonable investment in facilities.

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

1 Sec. 42.05.306. DISCOUNTED SERVICE AND REDUCED RATE. A public

2 utility may provide a discounted service or a reduced rate for essen-

3 tial local exchange telecommunication services to individuals who

4 receive benefits from a means test social services assistance program

5 administered by the state or federal government. The commission may

6 not require a utility to provide a discounted service or reduced rate

7 or to incur uncompensated costs or administrative burdens for services

8 provided under this section.

9 * Sec. 3. AS 42.05.391(a) is amended to read:

HB0048C -1- CSHB 4 8 (Fin)
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1

2

3

4

5

6

7

8 

9

10

11

(a) Except as provided in AS 42.05.306, a [A] public utility may 

not, as to rates, grant an unreasonable preference or advantage to any 

of its customers or subject a customer to an unreasonable prejudice or 

disadvantage. A  public utility may not establish or maintain an 

unreasonable difference as to rates, either as between Jocalities or 

between classes of service. A municipally owned utility may offer 

uniform or identical rates for a public utility service to customers 

located in different areas within its certificated service area who 

receive the same class of service. Any uniform or identical rate 

shall, upon complaint, be subject to review by the commission and may 

be set aside if shown to be unreasonable.

6
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DEPARTMENT OP COMMENCE AND ECONOMIC DEVELOPMENT

ALASKA PUBLIC UTILITIS8 COMMISSION 

COMMENTS OK HB* 48 ’

Ap' r i r i l / ' 1990

Ths Commission has always supported the objective o f  providing 

a f f o r d a b l e , universal telecommunications service throughout 

the Statti. This legislation is directed toward achieving that 

objeotive by allowing telephone utilities to offer d iscounted 

rates to low income individuals. Implicit in the l egislation is 

that other subscribers will subsidize the discounted service.

The legislature should b e  aware that the propor t i o n  of customers 

that may qualify for discounted servioas m a y  vary g r eatly among 

utilities operating in the state.

The Commission believes that the policy decision as to w h ether 

an exception should be mads to t h e  discrimination c lause in 

AS 42.05.391(a) is w i t h i n  the purview of the Legislature.

However, the Commission objects t o  the provision of Section 2, 

that allows only t;ha utilities to deoide w h e n  and w h a t  essential 

services should be discounted. If the Legislature endorses the 

underlying premise of this bill, then the regulators should be 

given the same level of discretion as the utilities to evaluate 

w h ether or not discounted rates are in the public interest. This

I



argument is further strengthened b y  the fact that the utilities 

a re insulated from the financial burdens of discounted services, 

T h e  Commission'therefore recommends that the worda "to provide 

a d iscounted service or r e duced rate or" be deleted on page 1, 

linea 26-27,

A P U C  Comments on HB 48 ■*-
Page 2 of 2
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“ a ^tate Hesislakre
POUCH V 

JUNEAU, ALASKA 99811 
(907) 465*4931

DISTRICT 10 
BOX 111038 

ANCHORAGE, ALASKA 99511 
(907) 349*2192

CHAIRMAN
Special Committee on 
Telecommunications

MEMBER
Labor and Commerce 

State Affairs 
Finance— Subcommittee Administration

Representative H. A. “Red” Boucher

H B  48 - S P O N S O R  S T A T E M E N T  

R E PR ES E N T A T I V E  H.A. "RED" B O U C H E R

L IFELINE RATES

H B  48 permi ts  Alas ka 's  tel ep ho ne  companies to i n troduce "lifeline 
rates" to b e n e f i t  t he state's low-i nc om e t e l e p h o n e  customers. A 
l ife li ne  ra te  is a redu ce d ra te  o r  a d i s c o u n t e d  service d e s i gn ed  
t o  assure tha t  s ig nificant ra t e in creases wi ll  not force 
l ow -i nc om e p eople to qui t  th ei r t e l e p h o n e  service.

R i g h t  now, reduced rates and d i s c o u n t e d  ser vi ce  for low-inc om e 
p h o n e  customers are not allow e d in Alaska. In the p r e s e n t  
statutes, d i s c ri mi na ti on  in rates a nd ser vi c e is prohibited. The 
p u r p o s e  of H B  48 is to r e m ov e that p r o h i b i t i o n  in t he ca se  of 
p r o v i d i n g  li feline rates to l o w - i n c o m e  p h o n e  customers.

H B  48 prep ar e s the state of A l a s k a  for the real p o s s i b i l i t y  that 
s ig ni fi ca n t increases in t e l e p h on e rates c a n  o cc ur  w i t h i n  the 
n ex t c ou pl e  years. A T & T  has b e e n  p a y i n g  80 to 100 m i l l i o n  
d oll ar s annually, in subsidy to s u p po rt  A l a s k a ' s  h i g h  cost 
t el ep ho ne  system. A T & T  wa nt s to stop p a y i n g  this subsidy. Wh il e 
th e G o v er no r' s O f fi ce  is p a r t i c i p a t i n g  in F CC p r o c e e d i n g s  to 
insure r e as on ab le  phone rates for all A l a s k a n s  continue, this 
l e g is la tu r e can not ignore t h e  po ss i b i l i t y  t h a t  rates will 
i n crease t o  the extent tha t l ow - i n c o m e  p e op le  c ou ld  no longe r  
a f ford tel e ph on e service. By p a s s i n g  this bill, this legislature 
will al lo w a safety net to be bu i lt  for our l ow -i n co me  t e l e ph o ne  
subscribers.

HB 48 also sends a signal to t h e  Federal Com mu n ic at io ns  
C o mm is si on  that the state of A l a s k a  is h e l p i n g  p eo pl e inside our 
state r e c e iv e the bene fi t from cost reduct i on s w e  are reques ti ng  
from them. In this way w e  demo n st ra te  that w e  are w i l l i n g  to 
p r o t e c t  its citizens from the ne ga t iv e effects o f  escala ti ng  
p h o n e  rates.
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subsequent inspections o f a water main 
installation project as required by KPL’s 
plans and procedures. Staff alleged that if 
the plans and procedures had been 
followed, the incident could possibly have 
been prevented.

T he Commission’s order states, 
"The failure to follow the procedures was 
continuing from the beginning of the 
construction on August 23, 1988 through 
the completion on November 10, 1988. 
On-site inspections are an essential part of 
the safety procedures for excavations 
around gas lines. Failure to perform the 
inspections is a  serious violation of the 
C o m m ission ’s safe ty  ru le ."  T h e  
Com m ission fu rth e r no ted , "The 
Commission finds that KPL’s management 
did not inform its field supervisor of the 
requirements of Commission safety 
regulations or KPL’s own procedures. T he 
Commission finds that KPL’s field 
personnel did not fulfil the requirements 
o f  KPL’s procedures for on-site 
observation of excavations around 6-inch 
gas mains." By failing to follow 
procedures, KPL Gas Service violated 
rules and regulations. * *

T he cause o f the natural gas 
incident was a  fracture in a  cast iron main 
located beneath the gravel driveway a t 
6906 Longview Road. The Commission’s 
order states, '’T here is no direct evidence 
in this case of what caused the cast iron 
pipe at 6906 Longview Road to break. 
The construction of the w ater main along 
Longview Road may or may not have had 
an effect. The evidence, though, is that 
KPL had procedures in place which, if 
followed, would have reduced the 
possibility that the excavation for the 
water main contributed to the break. The 
evidence is that KPL personnel made only 
a cursory attem pt to ensure the excavation

did not affect the gas pipe."

D . C .  P S C  S E E K S  
TELECOMMUNICATIONS ENGINEER

The District of Columbia Public 
Service Commission is seeking an engineer 
w ell-versed in  telecom m unications 
technologies and FC C /state regulatory 
issues to serve in  its Office of Engineering.

Located in downtown Washington, 
D C with easy access to the numerous 
recreational and educational resources of 
the city, this position offers the 
opportunity to work not only on local, but 
also on national telecom issues. FCC and 
NTLA issues are prominent on the agenda 
of the commission.

Qualified applicants must possess a 
degree in  engineering, with advanced 
degrees an d /o r registration as a 
professional engineer considered highly 
desirable. A  mature understanding of 
engineering issues related to the 
regulation o f  telephone utilities as a  result 
of years o f experience is essential. Salary 
will be commensurate with experience.

If your are interested in exploring 
this opportunity, please send a SF-171 
(Application for Employment) or resume 
to Ms. Eve Willis, Personnel Officer, D .C  
Public Service Commission, 450-5th Street, 
NW, 8th Floor, Washington, D C 20001.

NORTH DAKOTA PSC ADOPTS 
L I F E L I N E  P R O G R A M  F O R  
TELEPHONE CONSUMERS

At its February 21, 1990 meeting, 
the North Dakota Public Service 
Commission adopted a Lifeline Program 
for telephone consumers.. As many as 34 
thousand households in North Dakota 
could benefit from the Lifeline Program 
which received the Commission’s final
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approval.
"It’s a way of easing the burden and 

helping a  lot of people continue to have 
telephone service. Universal telephone 
service is alive ana well in North Dakota. 
North Dakotans who qualify for food 
stamps, Medicaid, fuel assistance, or aid to 
dependent children may be eligible for the 
$7.00 p er month subsidy for their 
telephone service," Commissioner Hagen 
said.

The order applies only to US West, 
which serves an  estimated 71 percent of 
the state’s households. Northwestern 
Bell’s $3.50 per consumers’ cost per month 
will be waived by Bell as part of the North 
D akota Public Service Commission’s 
recent settlem ent o f a  rate dispute with 
US West.

"I believe we are the 28th state to 
approve Lifeline service. W e are pleased 
with the quick action by the Federal 
Communications Commission to approve 
the service. US West has also been veiy 
cooperative; and the North Dakota 
Hum an Services Departm ent, which will 
handle many of the details of the program, 
has been very helpful," continued Hagen.

T he North Dakota Commission 
settlement with Bell included a $2 million 
reduction in charges. The company 
assesses the .long-distance companies for 
access to  Bell’s local customer networks. 
AT&T, which is the leading company 
affected, has already passed its savings 
along to its customers.

MISSOURI PSC CHAIRMAN WILLIAM 
STEINMEIER TESTIFIES BEFORE FCC 
ON CABLE/TELCO ISSUES

The cable television industry should 
be re-regulated to protect consumers, 
according to Missouri Public Service

Commission Chairman William D. 
Steinmeier. In testimony before the 
Federal Communications Commission 
(FCC) in St. Louis, Steinmeier also 
encouraged the federal government to 
allow the local exchange telephone 
companies to compete in the cable 
television industry. The FCC is holding 
public hearings throughout the country in 
an effort to receive information on the 
cable television industry since deregulation 
of the industry in 1984.

In an opening statement, Chairman 
Steinmeier told the FCC, "In our 
experience in Missouri, the rates for cable 
television have risen dramatically in the 
last several years while, in some places, 
the quality of service afforded by cable 
providers to their customers has 
deteriorated. Excessive prices and poor 
treatm ent of customers are to be expected 
in an unregulated monopoly situation, and 
that is essentially what we have today in 
the cable television industry." Steinmeier 
stated Congress did not do consumers a 
favor when it passed the Cable Act in 
1984, which preempts state and local 
governments from regulating cable TV 
operators. "The only exception to that 
preemption: is where there is a lack of 
’effective competition’ as defined by the 
FCC. We believe that the FCC’s definition 
of ’effective competition’ is unduly broad 
and should be changed. To that end, the 
Missouri Public Service Commission 
supports Senate Bill 1880, sponsored by 
Senator John C. Danforth of Missouri, 
which recognizes that re-regulation of the 
cable industry by state or local authorities 
is necesssjy where effective competition 
has not yet developed." The Danforth bill 
would permit local governments to 
regulate cable TV rates in any market in 
which less than two cable companies are
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A L A S K A  P U B L I C  UTILITIES C O M M I S S I O N  /

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT /

STEVE COWPER, GOVERNOR

420 "L" STREET 
SUITE 100
ANCHORACE. ALASKA 99501 
(907) 276-6222

J a n u a r y  18, 1990

M a r c o  P ignalberi
A s s i s t a n t  to R ep re se nt a ti ve  R e d  B o u c h e r  
A l a s k a  State L eg i sl at ur e 
P o s t  O f f i c e  B o x  V  
Juneau, A l a s k a  99811

D e a r  Mr. Pignalberi:

A s  y o u  r e q u e s t e d  in our t e l e p h on e conversation, I h a v e  rev ie w ed  
t h e  e x te n t to w h i c h  any  of t h e  te le co m m u n i c a t i o n s  l e g i s l a t i o n  n o w  
p e n d i n g  b e f o r e  the H o u s e  has b e e n  a f f e c t e d  by the Comm i ss io n' s 
act i on s since last May.

D u r i n g  t h e  p a s t  eight months, t he C om mi s s i o n  p r o c e e d e d  w i t h  t h e  
sc hedule set o u t  in its "Omnibus T e le co mm un i c a t i o n s  Order" of 
J u n e  16, 1988, and issued d ec is i o n s  o n  access charges, cost 
separations, su bs cr ib e r line charges, and Al as c om 's  intrastate 
rate design. I am en cl osing copies o f  the C om mi ssion's orders 
w h i c h  set forth its d ec i sions on t h e s e  matters. The  Commission's 
p o s i t i o n  o n  t he pend in g  l eg islation is u n c h a n g e d  from last y e a r  
at th is  time.

1. ^HB13 - In O r d e r  R-86-2(14), th e  C o m m i s s i o n  r e c o g n i z e d  
that t h e ' p r e s e r v a t i o n  of un iv er s al  service is th e m o s t  f u n d a m e n­
tal and  i mp o rtant of th e objectives c ited in its "omnibus" order.

2. HB28 - The C ommission has t a k e n  n o  action r e g a r di ng  a l­
ter n a t e  o p e r a t o r  services.

3. 4IB48 •— The Commi ss i on  h as not add re s se d t he "lifeline" 
issue, a l t h o u g h ,’ in conj un ct io n w i t h  Alascom, Inc.'s rate design, 
t he C o m m i s s i o n  adopted toll rates for h e a r i n g  o r  sp eech impaired 
p e r so ns  t h a t  are  disco un te d b y  at l east 33%.
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4. HB168 - T h e  Commission continues to s u p po rt  d e v e l o p­
me n t  of a s i mp li fi ed  approach to rate p r oc e ed in gs  for all small 
u t i l i ti e s r a th er  t h a n  for just te le ph on e  companies. (See O rd e r 
R - 8 9 - 1 (1).)

I n  th e derivation of access char ge s a d o p t e d  by the Com­
mi s s i o n  in Or de r  R-87-l(ll), local t e l e p ho n e c om panies will need 
t o  d e v e l o p  data tha t  is v e r y  similar to t h a t  r e q u i r e d  in rate 
proceedings. Consequently, it m a y  be p o s s ib le  to substitute the 
a ccess charg e filing for m u c h  of the data tr ad it i o n a l l y  required 
in r a t e  "proceedings. This a pproach w i l l  b e  co ns id e r e d  in Docket 
R-87-1.

5. H B2 71 / S B 2 0 6  - The a doption o f  regul at io n s for jur is di c­
tion a l  separations, Part 36 of t he rules o f  t h e  Federal C om­
mu n i c a t i o n s  Commission; rejection of s u b s c r i b e r  line charges? and 
a d o p t i o n  of access charges impl em en te d  the m e c h a n i s m s  b y  w hi ch  
local exchange companies w ou l d b e  c om pe n s a t e d  for t e r m i n a t i n g  
i n t e re xc h an ge  calls. (See Order Nos. R-88-3(10), R-87-l(12) and 
R - 8 7 - 1 (11)7 respectively.) These m ec ha n i s m s  a re n o w  compatible 
w i t h  t h e  p o s s i b l e  existence of m u l t i p l e  l o n g  d i s t a n c e  providers. 
Still u n r e s o l v e d  is the m e c h a n i s m  w h i c h  w o u l d  aid in t he o p e r a­
tion a n d  fun d in g of long distance facilities in rural areas.
O r d e r  R-86-2(14) describes the status of t h e  Co mm i s s i o n ' s  p r o­
ce e d i n g  r e g a r di ng  competition.

I h o p e  the foregoing discussion is helpful. S h ou ld  you need 
a d di ti on al  information, p lease do not h e s i t a t e  to c o n t a c t  me.

Sincerely,

A L A S K A  P U B L I C  U T I L I TI E S COMMI SS IO N

P eter Soko lo v  
Chairman

E nclosu re s
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POSITION PAPER

TELEPHONE LIFELINE SERVICES

Telephone Lifeline Services have been and are being established in many states, 

with recognition of the need of telephone service as a basic necessity for all. 

Telephone Lifeline Service ia an affordable basic service which should be avail­

able to any household which lacks the resources to maintain a minimally adequate 

standard of living, with the goal of maintaining service and preserving dignity.

In recent years, telephone services have been expanded in ma n y  parts of Alaska, 

providing a vital basic communications service. However, there are elderly, 

handicapped and low-income Alaskans who need telephone service for personal and 

emergency communication, but simply cannot afford installation and monthly rates.

AARP defines "Lifeline" service as follows:

1. A simple statement of eligibility is required, whereby eligible consumers

do not have to demonstrate eligibility for other public benefit programs.

2. Need should be based on income alone, not age, as a criterion.

3. The connection fee is discounted by at least 50%, if not waived entirely.

4. Basic service charge is no greater than 50% of the flat-rate service 

charge available to customers in the area.

5. Each eligible household would receive at least 60 free calls per month.

Although full Telephone Lifeline Services have not been proposed for Alaska at 

this time..Representative Boucher has introduced HB 48: "An A ct relating to 

reduced rates and discounted service for low-income telecommunications customers." 

Under this legislation, a utility may provide, but is not required to provide, 

discounted or reduced-rate service. If such service is provided, APUC cannot 

require a utility to incur uncompensated costs or administrative burdens they 

could not recover through approved tariffs.

The State Legislative Committee of AARP recommends passage of HB 48; and further 

recommends that after one year, assessment be made of the impact on utilities 

and on low-income Alaskans, and that this assessment result in such amendments 

or further legislation as m a y  be needed to equitably achieve the goal of making 

these vital communications available to those who need this service.

Adopted 11/87 

Amended 1/89

American Association o f Retired Persons 1909 K Street. N .W .. W ashington. D.C. 200T.' (202) K72-471HI
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HOUSE B I L L  NO. 50 [COMMISSION ON P E RM A N E N T  FUN D FUTURE]
"An A c t  e s t a b l i s h i n g  the C o m m i s s i o n  on the F u t ur e of the Pe rm anent Fund and 
p r o v i d i n g  f o r  p u b l i c  t e s t i m o n y  on the u s e  t h a t  s h o u l d  be m a d e  of the income 
of the p e r m a n e n t  fund."
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STATE OF ALASKA 
1989 LEGISLATIVE SESSION

BILL VERSION: HB 50
PUBLISH DATE:

R E Q U E S T :
F I S C A L  N O T E

Revision D ate: ■___________________
T i d e : _  Commission on the Future of 

the Permanent Fund _______________

Agency A ffected: Revenue/APFC

B R U :___________________________

S p o n so r: Representative Boucher

R equestor: House State Affairs
C om po nen ts :.

E X P E N D IT U R E S /R E V E N U E S : (Thousands o f  Dollar;)

OPERATING FY 89 FY  90 FY  91 FY  92 FY 93 FY 94
PERSONAL SERVICES - - - - - -

TRAVEL - 3 0 .0 - - - -

CONTRACTUAL - 123.6 - - - -
SUPPLIES . 2 .0 - - - -
EQUIPMENT - - - - - -
LAND & STRUCTURES . _ - - - -
GRANTS, CLAIMS - - - - - -

MISCELLANEOUS - - - - - -

TOTAL OPERATING - 155.6 - - - -

CAPITAL - - - - - -

REVENUE - - - - - -

F U N D IN G : (Thousands o f  Dollars)

GENERAL FUND - - - - - -

FEDERAL FUNDS - - - - - -

OTHER - 155.6 - - - -

TOTAL - 155.4 - - - -

P O S IT IO N S :

FULL-TIME - - - - . - -
PART-TIME - - - - - -

TEMPORARY - - - - - -

A N A L Y SIS  : (Attach a separate page if  necessary)
(See Attachment)
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Continuation of Fiscal Note/Bill Analysis 

House Bill No. 50 

Commission on the Future of the Permanent Fund

Seven Months: (July 1, 1989 - January 31, 1990)

1. Travel

All In-State. Hearings in all four 
Judicial districts for 9 Members and 2 staff 
Plus multiple trips for chair and staff 
Includes per diem as required

2. Contractual Services

Consultants/Temporary Staff:
1 Administrative Aide @ 3,800/month
1 Secretary (part-time) @ 1,000/month

 Printing:____________    ... ...........
Final report @ 15.0
Informational handouts § 5.0

Teleconferencing:

Communications:
Tax/Telephone/Courier @ 5.0

Advertising

Equipment Rental

TOTAL CONTRACTUAL:

P a g e  2 o f  3



Continuation of Fiscal Note/Bill Analysis 

House Bill No. 50 

Commission of the Future of the Permanent Fund

This fiscal note calls for the use of Alaska Permanent Fund 
Corporation program receipts to pay the costs of the 
Commission on the Future of the Permanent Fund as proposed in 
House Bill No. 50.

If this bill passes, it is the Corporation's understanding 
that the Commission would be established in the Department of 
Revenue, within the Alaska Permanent Fund Corporation. Only 
on this basis would it be appropriate for the Corporation to 
use Permanent Fund income to pay the costs of the Commission.

The Corporation strongly opposes and will not support the 
concept of disbursing Alaska Permanert Fund Corporation 
program receipts to support the unrelated functions of other 
agencies. To do so would be to establish a dangerous 
precedent.

P a g e  3 o f  3
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B Y  B O U C H E R ,  ULMER,
1 IN T HE H O U S E  G R U E N B E R G  A N D  H U D S O N

2 H O U S E  B I L L  NO. 50

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALA° ’IA

4 S I X T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F or an A c t  entitled: " An A ct e s t a b l i s h i n g  the C o m m i s s i o n  o n  the F u t u r e  of

7 the P e r m a n e n t  F u n d  a n d  p r o v i d i n g  f o r  p u b l i c  t e s t i m o n y

8 on the u s e  that s h o u l d  be m a d e  of  the i n c o m e  of the

9 p e r m a n e n t  fund . "

10 BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A SKA:

11 *  S e c t i o n  1. F I N D I N G S .  T he l e g i s l a t u r e  f i nds that it is in the bes t

12 i n t e r e s t  of the s t ate for a c o m m i s s i o n  to b e  e s t a b l i s h e d  to g a t h e r  p u b l i c

13 t e s t i m o n y  c o n c e r n i n g  the p e r m a n e n t  f u n d  a n d  to r e p o r t  its f i n d i n g s  and m a k e

14 r e c o m m e n d a t i o n s  c o n c e r n i n g  the p e r m a n e n t  fun d  to t he g o v e r n o r  a nd the

15 l e g i s lature.

16 * Sec. 2. C O M M I S S I O N  E S T A B L I S H E D .  (a) T h e r e  is e s t a b l i s h e d  in the

17 D e p a r t m e n t  of R e v e n u e  the C o m m i s s i o n  o n  th e  F u t u r e  of the P e r m a n e n t  F u n d

18 c o n s i s t i n g  of the c h a i r m a n  of t he b o a r d  of d i r e c t o r s  of the A l a s k a  Perma-

19 nent F u n d  C o r p o r a t i o n ,  the c o m m i s s i o n e r  of r e v enue, two m e m b e r s  of the

20 Senate a p p o i n t e d  by the p r e s i d e n t  of the Senate, two m e m b e r s  of the H o u s e

21 of R e p r e s e n t a t i v e s  a p p o i n t e d  by  the s p e a k e r  of t he H o u s e ,  a n d  t h r e e  m e m b e r s

22 a p p o i n t e d  by the g o v e r n o r  lro m  the public.

23 (b) The c o m m i s s i o n  s h a i i  e l ect a  c h a i r m a n  f r o m  a m o n g  its m e m bers.

24 (c) M e m b e r s  of the c o m m i s s i o n  s e r v e  w i t h o u t  c o m p e n s a t i o n  b u t  m e m b e r s

25 a p p o i n t e d  by the g o v e r n o r  are e n t i t l e d  to p e r  d i e m  a nd t r a v e l  e x p e n s e s  as

26 a u t h o r i z e d  by law f o r  b o a r d s  a n d  c o m m i s s i o n s  u n d e r  AS  3 9 . 2 0 . 1 8 0  a n d  legis-

27 l a tor m e m b e r s  are e n t i t l e d  to p e r  d i e m  a nd t r a v e l  e x p e n s e s  u n d e r  AS 24.-

28 10.105.

29 * Sec. 3. D U T I E S  OF  T H E  C O M M I S S I O N .  (a) T h e  C o m m i s s i o n  on  t h e  F u t u r e

HB0050A -1- HB 50
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2
3

4

5

6
7

8 
9

10

of the P e r m a n e n t  F u n d  s h all c o n d u c t  h e a r i n g s  in e a c h  j u d i c i a l  d i s t r i c t  of 

the s t ate to g a t h e r  t e s t i m o n y  f r o m  t he p u b l i c  c o n c e r n i n g  i n f l a t i o n  p r o o f i n g  

f or the p e r m a n e n t  fund, the p e r m a n e n t  fun d  d i v i d e n d  p r o g r a m ,  and t he o t h e r  

u s e s  that c o u l d  be m a d e  of the i n c o m e  of the p e r m a n e n t  fund. T h e  c o m m i s­

s i o n  shall u se the t e l e c o m m u n i c a t i o n  n e t w o r k  to p r o v i d e  the o p p o r t u n i t y  for 

m a x i m u m  s t a t e w i d e  p u b l i c  t e s t imony.

(b) By F e b r u a r y  1, 1990, the c o m m i s s i o n  s h all submit a r e port to the 

g o v e r n o r  and t he l e g i s l a t u r e  s u m m a r i z i n g  th e  p u b l i c  t e s t i m o n y  and c o n t a i n­

ing its r e c o m m e n d a t i o n s .

*  Sec. 4. T his A c t  is r e p e a l e d  F e b r u a r y  2, 1990.

$
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B Y  B O U C H E R ,  U L M E R ,
1 IN T HE H O U S E  G R U E N B E R G  A N D  H U D S O N

2 H O U S E  B I L L  NO. 50

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A

4 S I X T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F or an A c t  entitled: " A n  A c t  e s t a b l i s h i n g  the C o m m i s s i o n  o n  the F u t u r e  o ::

7 the P e r m a n e n t  F u n d  a n d  p r o v i d i n g  f o r  p u b l i c  t e s t i m o n y

8 on the u s e  that s h o u l d  be m a d e  of  the i n c o m e  of the

9 p e r m a n e n t  fund . "

10 BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF  A L A SKA:

11 * S e c t i o n  1. F I N D INGS. T he l e g i s l a t u r e  f i nds that it is in the b e s t

12 interest of the state for a c o m m i s s i o n  to b e  e s t a b l i s h e d  to g a t h e r  p u b l i c

13 t e s t i m o n y  c o n c e r n i n g  the p e r m a n e n t  f u n d  a n d  to r e p o r t  its f i n d i n g s  a nd m a k e

14 r e c o m m e n d a t i o n s  c o n c e r n i n g  the p e r m a n e n t  f u n d  to t he g o v e r n o r  a nd the

15 legislature.

16 * Sec. 2. C O M M I S S I O N  E S T A B L I S H E D .  (a) T h e r e  is e s t a b l i s h e d  in the

17 D e p a r t m e n t  of R e v e n u e  the C o m m i s s i o n  o n  the F u t u r e  of the P e r m a n e n t  F u n d

18 c o n s i s t i n g  of the c h a i r m a n  of th e  b o a r d  of d i r e c t o r s  o f  the A l a s k a  Perma-

19 nent fun d  C o r p o r a t i o n ,  the c o m m i s s i o n e r  of revenue, t w o  m e m b e r s  of the

20 Senate a p p o i n t e d  by the p r e s i d e n t  of th e  Senate, two m e m b e r s  of t h e  H o u s e

21 of R e p r e s e n t a t i v e s  a p p o i n t e d  by the s p e a k e r  of t he H o u s e ,  a n d  t h r e e  m e m b e r s

22 a p p o i n t e d  by the g o v e r n o r  fro m  t he public.

23 (b) The c o m m i s s i o n  s h all e l ect a c h a i r m a n  f r o m  a m o n g  its m e m b e r s .

24 (c) M e m b e r s  of the c o m m i s s i o n  s e r v e  w i t h o u t  c o m p e n s a t i o n  b ut m e m b e r s

25 a p p o i n t e d  by the g o v e r n o r  are e n t i t l e d  to p e r  d i e m  a nd t r a v e l  e x p e n s e s  as

26 a u t h o r i z e d  by la w  for b o a r d s  a n d  c o m m i s s i o n s  u n d e r  AS  3 9 . 2 0 . 1 8 0  a n d  legis-

27 later m e m b e r s  are e n t i t l e d  to p e r  d i e m  and t r a v e l  e x p e n s e s  u n d e r  AS  24.-

28 10.105.

29 * Sec. 3. D U T I E S  O F  T H E  C O M M I S S I O N .  (a) T h e  C .'.mission o n  t h e  F u t u r e

HB0050A -1- HB 50
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1 of the P e r m a n e n t  F u n d  shall c o n d u c t  h e a r i n g s  in e a c h  j u d i c i a l  d i s t r i c t  of

2 the s t a t e  to g a t h e r  t e s t i m o n y  f r o m  the p u b l i c  c o n c e r n i n g  i n f l a t i o n  p r o o f i n g

3 for the p e r m a n e n t  fund, the p e r m a n e n t  fund d i v i d e n d  p r o gram, and t he o t h e r

4 u s e s  that c o u l d  be m a d e  of the i n c o m e  of the p e r m a n e n t  fund. Th e  commis-

5 s i o n  s h a l l  use the t e l e c o m m u n i c a t i o n  n e t w o r k  to p r o v i d e  the o p p o r t u n i t y  f or 

(  m a x i m u m  s t a t e w i d e  p u b l i c  t e s t imony.

7 (b) By F e b r u a r y  1, 1990, the c o m m i s s i o n  s h a l l  s u bmit a r e port to the

8 g o v e r n o r  and t he l e g i s l a t u r e  s u m m a r i z i n g  the p u b l i c  t e s t i m o n y  and contain-

9 ing its r e c o m m e n d a t i o n s .

10 *  Sec. 4. T his A c t  is r e p e a l e d  F e b r u a r y  2, 1990.

HB 50 HB0050A
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SUBJECT: Sectional S u mm ar y of  HB  50

TO: Repr es en t a t iv e H.A. "Red" B o uc he r
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Di rect or
Division of Le ga l Serv ic es

POUCHY STAtE CAPIIOl 

JUNEAU. ALASKA 99811 

9 0 7 .4 6 5  3 8 00

Sec. 1 . Th e legislature finds it in the b e st interest for a 
co mm is s i o n to gather testimony c o n c e r n i n g  the permanent fund 
an d r e po r t its recommendations.

Sec. 2 . Th e Co mm i s s i on on the F u t u r e  of the Permanent ^ u n d 
is es t a b l is he d and memb er sh i p is described.

Sec. 3 Th e Comm is si o n is r e q u i r e d  to co nd uc t hear ings in 
each j u d i c i a l  district to gather t e s t i m o n y  from the public 
on ma tt er s r e gardin g the p e r m a n e n t  fund. By  Fe b r u a r y  1,
1990 the comm is si on  is r e q u i r e d  to su bm it a report to the 
Go v e r n o r  an d the Le gi sl at ur e s u m m a r i z i n g  the public t e s t i m o ­
n y  and c o nt ai ning it recomm enda tions.

Sec. 4 . The A c t  is re pealed F e b r u a r y  2, 1990.
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WK G 7 / 0 3 2
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More debate the better
One late-breaking measure before the legislature this week is a proposal for a roving commission that would take public testimony and generate discussion on the future of the Alaska Permanent Fund. It’s a worthwhile endeavor, for keeping Alaskans in the decision-making loop is the best way to preserve the fund into the future.A few little-known facts will add texture to the 

debate:The Alaska Permanent Fund is larger than any union pension trust. If it were a corporate pension fund, it would be the nation’s 14th largest. If it were a college endowment, it would be more than twice the size of the largest — Harvard’s — and bigger than those of Harvard, Princeton, Yale and Stanford combined. If it were a Fortune 500 company, it would rank 15th in net income — behind only GM, Exxon, Mobil, Ford, I3M, Texaco, Chevron, AT&T, Du Pont, General Electric, Amoco, Chrysler, Shell Oil and Philip Morris.That is big-league company. The obligations and opportunities that come with such a giant financial pool are profound. Alaskans should take every possible opportunity to study, debate and define the purposes of the permanent fund. It is theirs, after all. Both the principal and the proceeds are theirs to invest — as prudently as possible.The permanent fund is probably also the most popular and, in many ways, successful institution in Alaska public life. Its financial performance has been sound. Its prospects axe as good as those of any public financial instrument, and better than most.But in the long run the permanent fund depends on an informed, involved constituency — the owners. That's all of us. A public commission charged with gathering testimony and generating debate among Alaska citizens would serve both the immediate and the future needs of the fund.If the fund is to be truly permanent, that debate will never end. But right now, before North Slope oil reserves are depleted and the revenue stream dries up, is a good time to start.

Sunday, May 8,1988
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HOUSE 3/3/89

Continuation of Fiscal Note/Bill Analysis 

House Bill No. 50 

Commission on the Future of the Permanent Fund

Seven Months: (July 1, 1989 - January 31, 1990)

1 . Trave l 40.0

All In-State. Hearings in all four 
Judicial districts for 9 Members and 2 staff 
Plus multiple trips for chair and staff 
Includes per diem as required

2. Contractual Services

Consultants/Temporary Staff: 45.0
1 Administrative Aide @ $4,000/month 
1 Secretary @ $ 2 ,000/month

Printing:
Final report 
Informational handouts

Teleconferencing:

@ 15.0 
@ 5.0

Communications:
Fax/Telephone/Courier @ 5.0
Transcriptions of hearings

§ 15.0

Advertising 

Equipment Rental

20.0

50.0

20 .0

10 .0

5.0

TOTAL CONTRACTUAL: $150.0
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