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65. I a  Chit O rd e r  v e  recommend cb«C Che cu r ren t  f edera l  l i fe l ine  
a a a i a c a n c e  b e n e f i c e  be i n c r e a a e d  Co correspond with che proposed increases  
in  s u b s c r i b e r  l i n e  c h a r g e s .  The L i f e l i n e  O rder  scaces chac Che Commission 
w i l l  " p r o v i d e  a a c c h in g  a s s i s c a n c e ,  up co che f u l l  aaounc of che s ubsc r ibe r  
l i n e  c h a r g e ,  f o r  s u b s c r i b e r s  receiving benefi ts  under a qualifying s tace  and 
l o c a l  c e l e p h o n e  company a s s i s t a n c e  p U a . ” 1^  This language c o n t e m p la t e s  
i n c r e a s i n g  che aaounc  o f  che w a i v e r  shoqld che aaounc of  che SLC in c re a s e .  
For  example,  v i t h  a $3.50 SLC and a aacching staCe con t r ibu tion ,  the  p resen t  
f e d e r a l  l i f e l i n e  a s s i s c a n c e  p r o g r a a  w i l l  g e n e r a t e  b e n e f i t s  o f  $7.00 p e r  
mench f o r  q u a l i f y in g  s u b s c r i b e r s  co o f f s e t ’ i n t e r s t a t e  and Local ch a rg e s .* 0?

66 .  S e v e r a l  commencing p a r t i e s  sought  f u r t h e r  m od i f ica t ion  and 
e x p an s io n  of  cLa e x i s c i n g  f e d e r a l  l i f e l i n e  a s s i s c a n c e  p r o g r a a .  Ue cannot 
e n d o r s e  C a l i f o r n i a ' s  r e c o m m e n d a t i o n  Cha t  Che income v e r i f i c a t i o n  
r e q u i r e m e n t  i n  Che e x i s c i n g  L i f e l i n e  p r o g r a m  be a b a n d o n e d .  T h i s  
v e r i f i c a c i o n  r e q u i r e m e n t  s e r v e s  two pu rposes :  f i r s t ,  i t  ensures chac chose 
s u b s c r i b e r s  r e c e i v i n g  che  a s s i s c a n c e  a r e  in face e l ig ib le ,  chereby avoiding 
a s i t u a t i o n  w here  b e n e f i t s  a r e  e x t r a c t e d  by inel ig ib le  subscr ibers  chrough 
f r a u d u l e n t  c e r t i f i c a t i o n s ;  and s e c o n d ,  an n u a l  r e c e r t i z i c a c i o n  s e r v e s  to 
u p d a t e  t h e  e l i g i b l i t y  r o l e s  t o  e n s u r e  t h a t  Chose s u b s c r i b e r s  r e c e i v i n g  
a s s i s c a n c e  h a v e  r e m a i n e d  e l i g i b l e . U e  c o n s i d e r  che v e r i f i c a c i o n  
r e q u i r e m e n t  t o  be an i n t e g r a l  p a r t  o f  che e x i s c i n g  l i f e l i n e  a s s i s c a n c e  
p rog ram .  For  s im i la r  r e a s o n s , -V e ’do cot  accept  Texas '  reques t  for increased  
f l e x i b i l i t y  in che e l i g i b i l i t y T r i q u i r e m e n c s . E l iminat ion of  Che means-cesc 
f rom  che  e l i g i b i l i t y  c r i t e r i a  J o r  f e d e r a l  b e n e f i t s ,  fo r  example,  would 
r e s u l t  in  an a s s i s c a n c e  p rogram c h a t  is no lo n g e r  c a rg e c e d  Co low income 
h o u s e h o ld s ,  and suscep t ib le  j :o widespread abuse.

67.  Ve a l s o  d e c l i n e  t o  a d o p c  s u g g e s t i o n s  chac che e x i s c i n g  
f e d e r a l  l i f e l i n e  a s s i s c a n c e  program should  noc r e q u i r e  any matching s tace  
a s s i s t a n c e .  We b e l i e v e  c h a t  r e q u i r i n g  implementa t ion  of  a s t a t e  l i feL ine  
program as  a p r e r e q u i s i c e  co be ing  c e r t i f i e d  for  federa l  benefi ts  under che 
e x i s c i n g  l i f e l i n e  p r o g r a m  e n s u r e s  c h ac  q u a l i f y i n g  s u b s c r i b e r s  r e c e i v e

106 See L i fe l in e  Order , supra no te  11, a t  para .  1.

107 B e n e f i t s  w i l l  be e v e n  g r e a t e r  i f  Che m o n th ly  s t a t e  c o n t r i b u t i o n  
exce eds  $3.50 p e r  month pet. qualifying subsc r iber .

108 M o re o v e r ,  as  US West p o i n t s  o u t ,  s in c e  f e d e r a l  l i f e l i n e  a s s i s c a n c e  
b e n e f i t s  a r e  funded chrough in ce rs t ace  col l  charges,  any scace program chac 
i s  noc p r o p e r l y  cargeced  would be unfai r ly subsidized by ra tepayers  in ocher 
s c a c e s .  I t  i s  e n t i r e l y  r e a s o n a b l e  fo r  che s c a t e s  Chat will  be funding chis 
a s s i s c a n c e  co expec t  chat  measures w i l l  be taken co ensure chac bencfics are 
d i r e c t e d  co che intended r ec ip ience .

-  42 -
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a s s i s t a n c e  t o  o f f s e t  b o t h  t h e i r  l o c a l  s e r v i c e  c o s t s  and  t h e  f e d e r a l  
s u b s c r i b e r  l i n e  c h a r g e .  This a p p r o a c h  f a i r l y  d i s t r i b u t e s  the r e s p o n s ib i l i ty  
f o r  p r e s e r v i n g  t e l e p h o n e  p e n e c r a t i o n  l e v e l s  to  b o th  the.  f ede ra l  and s t a t e  
j u r i s d i c t i o n s  F i n a l l y ,  v e  r e c o g n i s e  t h a t  DoJ ' s  p r o p o s a l  c h a t  Che
fun d in g  f o r  che l i f e l i n e  program come from che g e n e ra l  Cax revenues is noc 
p r e s e n t l y  f e a s i b l e ,  a l t h o u g h  t h i s  app ro ac h  i s  a t t r a c t i v e  in t h e o ry.**0 Ac 
ch i s  t im e ,  v e  b e l i e v e  chac f e d e r a l  l i f e l i n e  a s s i s t a n c e  p rograms should be
s u p p o r t e d  c h r o u g h  i n c r e a s e d  c h a r g e s  f o r  o c h e r  t e l e c o m m u n i c a c i o n s

• i l l  s e r v i c e s .1*1

68 . As s e a t e d  e a r l i e r ,  v e  do noc be l ieve  chac SLCs have had,  or  
w i l l  h a v e ,  a d e l e t e r i o u s  e f f e c t  on u n iv e r s a l  s e rv ice .  However, a number of 
commenters  in ch i s  p ro c e e d in g  have d i r e c t e d  our a t t e n t i o n  co Che e f fec t  of 
h igh  n o n - r e c u r r i n g  c h a r g e s ,  such as Chose assessed  for  commencing telephone 
s e r v i c e ,  on u n i v e r s a l  s e r v i c e . * * ^  The e x i s c i n g  f e d e r a l  l i fe l ine  ass iscance

109 The Ohio C onsum er  C o u n s e l ' s  s u g g e s t i o n  t h a t  consumers  o r  Chei r  
r e p r e s e n c a c  i v e s  be a l l o w e d  co f i l e  f o r  c e r t i f i c a t i o n  was r e j e c c e d  on 
r e c o n s i d e r a t i o n  o f  che L i f e l i n e  O rde r  as infeasible Co implement in l igh t  of  
che r e q u i r e m e n t  fo r 'm a tc h in g  s t a t e  as s i scance .  See Lifel ine Reconsiderat ion 
O rde r , supra noce 11, aC para .  7.

110 The Unicy 1-A agreemenc appears Co include a s imilar  proposal .

111 We r e c o g n i z e  c h a c  c h e r e  may be b e n e f i t s  f rom f u n d i n g  l i f e l i n e  
a s s i s c a n c e  ch rough  cax r e v e n u e s  and ,  o f  c o u r s e .  s C a te s  a r e  f r e e  co fund 
C h e i r  s h a r e  o f  l i f e l i n e  b e n e f i t s  from any i n c r a s c a c e  s o u r c e ,  in c lud ing  
g e n e r a l  o r  s p e c i a l  cax  r e v e n u e s .  H o w e v e r ,  ac  Che p r e s e n c  t im e ,  Che 
a p p r o p r i a t i o n  o f  f e d e r a l  Cax r e v e n u e s  f o r  l i f e l i n e  p u r p o s e s  a p p e a r s  
u n l i k e l y .  F u r t h e r m o r e ,  as  long as  l i f e l i n e  b e n e f i t s  a re  properly t a i l o r e d ,  
we b e l i e v e  Chat t h e y  can be funded th ro u g h  i n t e r s t a t e  c o l l  r a c e s  wirhout  
undu ly  a f f e c c i n g  t h e  e f f i c i e n c y  ga ins  chac v e  should  c o n t i n u e  co o b t a i n  
from more econoaic pric ing.

112 A s tu d y  p r e p a r e d  by che Michigan D ives t i tu re  Research Fund, sponsored
in  pa re  by che Michigan C i t iz e ns  Lobby, found th a t  i n s t a l l a t i o n  charges and 
s e c u r i t y  d e p o s i t s  w ere  c i t e d  as che primary cause for  che lack of  telephone 
s e r v i c e .  S i m i l a r l y ,  in a s u rv e y  o f  c u s to m ers  in Tucson ,  Arizona, and Salt  
Lake C i t y ,  Ucah,  conduc ted  by US V e s c ,  in s ta l la t io n  and depos it  coses were 
i d e n t i f i e d  as  "coo  h i g h . "  AARP p roposed  a w a iv e r  o f  SOX of  che connection 
and i n s t a l l a t i o n  c h a r g e s ,  UCCOC s u g g e s t e d  a f u l l  w a iv e r  of  che charges o r  
d e f e r r e d  paymenc p lans  fo r  Chese c h a r g e s ,  and che CFA a rg u ed  chac high  
i n s t a l l a t i o n  and c o n n e c t io n  c h a r g e s ,  as  w e l l  as  high deposit  requirements ,  
a r e  obv ious  b a r r i e r s  co subsc r ibersh ip  by low incostc households.

M o r e o v e r ,  a r e c e n t  s u r v e y  c o n d u c t e d  by CFA, AARP and AT&T 
i n d i c a t e s  chac almost th ree  q u a r t e r s  of  Chose without  phone se rv ice  perce ive
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p r o g r a m  s p e c i f i c a l l y  p ro v id e s  Chat t h e  s t a t e  B a t c h i n g  a s s i s t a n c e  may be 
p r o v i d e d  t h r o u g h  r e d u c e d  c o n n e c t i o n  c h a r g e s  o r  c u s t o m e r  d e p o s i t  
r e q u i r e m e n t s .  Among c e r t i f i e d  programs, those in Haryland,  Hawaii, Arizona, 
U ta h ,  l i c ’ t h e  D i s t r i c t  o f  Columbia o f f e r  d i s c o u n t s  o r  e x t e n s i v e  b e n e f i t s  
a p p l i c a b l e  t o  t h e s e  n o n - r e c u r r i n g  c h a r g e s  a n d  d e p o s i t  r e q u i r e m e n t s .  
However ,  we b e l i e v e  t h a t  more can be done to  d i r e c t l y  address the problem 
of  h i g h  n o n - r e c u r r i n g  c h a r g e s  f o r  low income househo lds  t h a t  a r e  n o t  
p r e s e n t l y  on t h e  n e t w o r k , ^ 3  t h e r e b y  n o t  o n l y  p r e s e r v i n g ,  b u t  a l s o  
i n c r e a s i n g ,  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 .  Toward th i s  end,  we a re  adopting 
p a r t  o f  t h e  p r o p o s a l s  put forward by AAA? and UCCOC and a re  recommending an 
a d d i t i o n a l  l i f e l i n e  a s s i s t a n c e  program to  o f f s e t  t h e  c h a r g e s  a s s e s se d  for  
commencing telephone se rv ice .

69.  S p e c i f i c a l l y ,  we recommend a t w o - p a r t  program to  l i n k  low 
incom e  h o u s e h o l d s  to  che n e t w o r k .114 Under che f i r s t  p a r t ,  che f e d e r a l  
j u r i s d i c t i o n  w i l l  p r o v i d e  a s s i s c a n c e  s u f f i c i e n t  t o  pay o n e - h a l f  o f  Che 
c h a r g e s ,  up t o  a $30.00 a m o u n t ,  a s s e s s e d  f o r  commencing  s e r v i c e  f o r  
q u a l i f y i n g . 11^ Under t h e  second p a r t  of our recommended program, where a

t h a t  t h e y  c a n n o t  a f fo rd  Che la rge  f ron t-end c o s t s  o f  obtaining phone se rv ice  
—  che i n s t a l l a t i o n  charge and d ep o s i t .  CFA, AARP, AT&T, Summary Stacement,  
J o i n t  Telecommunications P ro jec t  (February 12, 1987}.

113 A pprox im ate ly  S m i l l ion  low income h o u s e h o ld s  a r e  p r e s e n t l y  without  
t e lephone  s e rv ic e .

114 A l i f e l i n e  a s s i s c a n c e  plan could inc lude  e i t h e r  or  both p a r t s  of chis  
new recommended program.

115 U n d e r  c h i s  p r o g r a m ,  f e d e r a l  f u n d s  c o u l d  be u s e d  co o f f s e t
s t a t e - t a r i f f e d  c h a r g e s  i n c u r r e d  in connecting a subsc r iber  to  che necwork.
In  mosc c a s e s ,  such c h a r g e s  c o v e r  che a d m i n i s t r a t i v e  co s es  o f  opening an 
a c c o u n t  and t h e  c o s t s  of  t u r n i n g  th e  swi tch  a t  Che c e n t r a l  o ff ice .  Ue sec
Che cap f o r  f e d e r a l  a s s i s t a n c e  a t  $30.00 based on our ca lcu la t ions  chac che 
n a t i o n a l  a v e r a g e  fo r  Chese c h a r g e s  i s  $45.17 for  r o t a r y  serv ice  and $46.51 
f o r  couch cone a e r v i c e .  I n d u s t r y  Analysis Division,  Common C ar r ie r  Bureau, 
F e d e r a l  Communications Commission,  Trends  in Te lephone  S e r v i c e  (February  
2 ,  1987).  Excluded  from t h i s  a s s i s c a n c e  program a r e  che c o s t s  of  i n s id e  
w i r in g ,  which have been d e c a r i f f e d ,  and s e c u r i t y  depos i t  requi rements.  Ue 
do n o t  b e l i e v e  Chat i t  i s  feas ib le  co s t r u c t u r e  a federa l  ass iscance  program 
to  o f f s e t  s e c u r i t y  d e p o s i t  r e q u i r e m e n t s  b e c a u se  che amount required  for a 
d e p o s i t  may d e p e n d  on f a c t o r s  s u c h  as  g e o g r a p h y  and an  i n d i v i d u a l  
s u b s c r i b e r ' s  c r e d i t  h i s t o r y .  As indicated  above,  we s trong ly  encourage LECs 
co r e d u c e  o r  waive s e c u r i t y  d e p o s i t  r e q u i r e m e n t s  fo r  low income cuscomers 
who do noc have poor c r e d i t  h i s t o r i e s .



LEC o f f e r s  a d e f e r r e d  payment plan f o r  s e rv i c e  commencement charges  and i t  
does  noc a s s e s s  t h e  s u b s c r i b e r  any i n t e r e s t  charge ,  f ede ra l  ass iscance  w i l l  
be a v a i l a b l e  t o  t h a t  LEC Co .cover  th e  i n t e r e s t  c o s t s  on an amount up to  
$ 2 0 0 .116

70. C o n n e c t i o n  a s s i s t a n c e  w i l l  be a v a i l a b l e  f o r  one t e l e p h o n e  
l i n e  p e r  h o u s e h o l d ,  a t  a s u b s c r i b e r ' s  p r i n c i p a l  p l a c e  o f  r e s i d e n c e .  We 
f u r t h e r  recommend t h a t  each  s t a t e  a d m i n i s t e r  t h i s  s e r v i c e  commencement 
a s s i s c a n c e  p rogram w i th i n  i t s  j u r i s d i c t i o n  in c o n j u n c t io n  w i t h  t h e  LECs. 
B e f o r e  r e c e i v i n g  f e d e r a l  a s s i s t a n c e ,  a p l a n  s u b m i t t e d  by a s t a t e  
c o m m i s s i o n 11? s h o u l d  be c e r t i f i e d  in  t h e  s a m e  m a n n e r  a s  Che e x i s t i n g  
l i f e l i n e  p rogram118 a s  meeting  che fo l low ing  c r i t e r i a  to  e n s u r e  t h a t  t h e  
a s s i s c a n c e  i s  p r o p e r l y  c a r g e c e d :  1) che cus tomer reques t ing  a ss iscance  has 
l i v e d  a t  an a d d r e s s  o r  a d d r e s s e s  where th e re  has been no telephone se rv ice  
f o r  a t  l e a s t  t h r e e  months immediate ly  p r i o r  to  the  reques t  for  a s s i s t a n c e ;  
2)  a s s i s c a n c e  i s  a v a i l a b l e ,  a t  m o s t ,  once ev e ry  two ye a r s ;  3) the customer 
c a n n o t  be a d e p e n d e n t  (as  def ined  by the fede ra l  income tax code) under che 
age of  60; and 4} th e  cu s to m er  must meet s ta te -de te rm ined  income c r i t e r i a .  
The f i r s t  two c r i t e r i a  a r e  t o  be v e r i f i e d  and such  v e r i f i c a t i o n  should be 
e a s i l y  d o n e  by  u s i n g  LEC r e c o r d s .  T h e  f i n a l  t w o  c r i t e r i a  may be 
se 1 f - c  e r  c i f  i e d  . 11? H o w e v e r ,  i f  a s t a t e  d e t e r m i n e s  t h a t  i t  i s  
a d m i n i s t r a t i v e l y  o r  econom ica l ly  i n f e a s i b l e  f o r  a LEC to ver ify  c r i t e r i a  #1 
and #2,  when che n e c e s s a r y  information  must be provided by a LEC or agency 
o u t s i d e  C h e  s t a t e ,  o r  i n  o c h e r  s p e c i f i e d  c i r c u m s t a n c e s ,  t h e n  
s e l f - c e r t i f i c a t i o n  o f  chese  c r i t e r i a  w i l l  be a l low ed  and c r i t e r i o n  #4 must 
be v e r i f i e d  by the s t a t e  or  LEC.

116 Ue assume c h a t  any d e f e r r e d  payment s c h e d u le  w i l l  noc be longer chan 
12 m on ths .  A lso ,  we recommend chac che i n t e r e s t  r a t e  used-in  chis  p a r t  of 
che program be determined based on che r a t e  paid on te n -y e a r  Treasury  B i l l s .  
See § 6 7 . 7 3 K a ) ( 4 ) ( i i )  a t  Appendix B.

117 Ue recommend t h a t  p lans  be subm it ted  only by the s t a t e  commisrion or  
i c s  d e l e g a t e e ,  which could  be a LEC, in o rder  to  avoid the p o s s ib i l i ty  chac
num erous ,  c o n f l i c t i n g  p lans  fo r  Che same ju r i sd i c t i o n  would be f i l ed .

118 The Comm iss ion  h a s  d e l e g a t e d  t o  t h e  Common C a r r i e r  B u re a u  che
a u t h o r i t y  co c e r t i f y  s t a t e  l i fe l ine  plans.

119 Ue r e q u i r e  t h e  income c r i t e r i o n  in o r d e r  to proper ly t a r g e t  those in
need o f  t h i s  a s s i s c a n c e .  In c o n t r a s t  co th e  subsc r ibe r  l ine charge waiver 
m e a s u r e s  o f  c h e  e x i s c i n g  f e d e r a l  l i f e l i n e  p r o g r a m s  we w i l l  a l l o w
s e l f - c e r t i f i c a t i o n  h e r e  ( e x c e p t  u n d e r  t h e  c i r c u m s t a n c e s  d i s c u s s e d  above)
b e c a u s e  we b e l i e v e  c h a c  che o c h e r  c r i t e r i a  f o r  e l i g i b i l i t y  s u f f i c i e n t l y
red u ce  che p o t e n t i a l  for  abuse of chis program.
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71.  We e r e  melting one a d d i t i o n a l  r ecom m enda t ion , d e a l in g  wich 
Che fund ing  mechanism fo r  ch i s  program as w e l l  a s  f o r  Che exiscing fede ra l  
l i f e l i n e  a s s i s c a n c e  p r o g r a m .  Th i s  p r o p o s a l  i s  c o n s i s c e n c  w i c h  o u r  
recommendaciona Co che Commission chac ic  a d o p c ,  wich soma modificacions,  
Che p r o p o s a l s  r e g a r d i n g  poo l ing  and h igh  cose  a s s i s c a n c e  sec  ouc in Che 
Unicy 1-A a g r e e m e n t.*20 The cc mmon l in e  pool ing modificacions o f  che Unicy 
1-A ag ree m en c ,  which we adopC w i t h  some r e v i s i o n s ,  make no provis ion  fo r  
conc inued  funding  o f  f e d e r a l  l i f e l i n e  a s s i s c a n c e .  T h e r e f o r e ,  in  o r d e r  co 
e n s u r e  c h a t  ch e  f e d e r a l  l i f e l i n e  p r o g r a m  c o n c i n u e s  co be funded on a 
n a t io n w id e  b a s i s , *21 wtt recommend c h a t  HECA b i l l  Che IXCs d i r ec c ly  fo r  Che 
i n t e r s t a t e  l i f e l i n e  r e v en u e  r e q u i r e m e n t ,  c o v e r i n g  b o th  che e x i s c i n g  SLC 
w a ive r  l i f e l i n e  program and ou r  recommended se rv ice  commencement a s s i scance  
p rog ram .  IXCs chac have ac  l e a s e  1) IX o f  t h e  "1+" o r  "presubacr ibed" 122 
common l i n e s  p r e s u b s c r i b e d  Co i n t e r e x c h a n g e  c a r r i e r s  in a l l  s t u d y  a r e a s ,  
o r  2) 5X n f  che p r e s u b s c r i b e d  l i n e s  in any scudy area  and a minimum o f  1000 
p r e s u b s c r i b e d  l i n e s  i n  c h a c  s t u d y  a r e a ,  w i l l  be r e s p o n s i b l e  f o r  pay ing  
l i f e l i n e  a s s i s c a n c e .  A f l a t  m o n th ly  ch a rg e  a c c e s s e d  e l i g i b l e  IXCs Co 
r e c o v e r  ch e s e  funds  w i l l  be c a l c u l a t e d  s e m i - a n n u a l ly  based  on a l l  o f  che 
common l i n e s  p r e s u b s c r i b e d  Co e l ig ib le  interexchange c a r r i e r s .  ^23

72.  Our p r o p o s e d  IXC b i l l i n g  a l l o c a t i o n  mechanism fo r  l i f e l i n e  
f u n d i n g  i s  a i m i l a r - t o  che  one p r o p o s e d  in  Unicy 1-A fo r  che  h igh  c o s t  
f u n d ,  ^2^ and should  be e a s y  co a d m i n i s t e r .  LECs p a r t i c i p a t i n g  in che

120 See in f ra  p a ra s .  72 and 87.

121 U n d e r  p r e s e n c  p r a c t i c e ,  LECs in  s t a t e s  w i t h  c e r t i f i e d  l i f e l i n e  
a s s i s t a n c e  p la n s  e s t i m a t e  t h e  number o f  l i fe l ine  su b sc r ib e r s ,  determine the  
r e s u l t i n g  a n n u a l  subsc r iber  line charge revenue I j a s ,  and r e p o r t  th a t  amount 
t o  t h e  NECA common line pool as  an addi t ion cc the CCL revenue requirement.  
Thus ,  a b s e n t  Che proposed  modificat ion for  IXC bil l ing  under our recommended 
pooling r e v i s i o n s ,  c a r r i e r s  t h a t  f ile t h e i r  own Cariffs could be required  to  
r e c o v e r  che c o s e  o f  l i f e l i n e  se rv ice  within Cheir own serv ice a r e a s .

122 We use  t h e  te rm " p r e s u b s c r i b e d "  to  i n d i c a t e  a l l  " l * "  a c c e s s  l i n e s ,  
i n c lu d in g  both Feature  Croup C and D s e rv ic e s .

123 We find  c h i s  fund ing mechanism mosc compatible with  che baLance of the  
r e c o m m e n d a t i o n s  we p r o p o s e  h e r e .  Thus ,  we d e c l i n e  t o  a d o p t  V ermont ' s  
s u g g e s t i o n ,  s u b m i t t e d  a s  p a r t  o f  i t s  d e p o o l i n g  p r o p o s a l ,  t h a t  a f ixed  
r e v e n u e  a m o u n t  be s e l e c t e d  and  e s t a b l i s h e d  in  a " p o o l "  f o r  l i f e l i n e  
a s s i s c a n c e .

124 See infra  p a r a s .  75-77.
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f e d e r a l  l i f e l i n e  a s s i s t a n c e  programs should es t imate  and r e p o r t  annually to 
HECA t h e  n u m b e r  o f  q u a l i f y i n g  s u b s c r i b e r s  u n d e r  a l l  l i f e l i n e  a s s i s c a n c e  
p r o g r a m s ,  a s  v e i l  a s  t h e . d o l l a r  amount o f  b e n e f i t s  p e r  s u b s c r i b e r .  HECA 
should  in  Cur-* reporc Chese daca Co Che Commiesion.

73.  We b e l i e v e  thaC che a d d i t i o n a l  l i f e l i n e  a s s i s c a n c e  program 
recommended h e r e  is  e a s i l y  i m p l e m e n t a b l e ^  and should be q u i t e  e f f e c t iv e  
in  removing  a major  b a r r i e r  Co i n i t i a t i o n  o f  telephone serv ice by low income 
h o u s e h o l d s . I 2? While v e  encourage scaces  to matcn che d i r e c t  o f f se t  of Che 
c h a r g e s  a s s e s s e d  fo r  commencing s e r v i c e ,  ou r  recommended plan  does  noc 
r e q u i r e  che  s t a t e s  Co p ro v id e  m a tch ing  fu n d s .  Horeover,  ve  s trong ly  urge 
che s t a c e s  and l o c a l  exchange c a r r i e r s  Co d ev e lo p  d e f e r r e d  payment pLans 
f o r  s e r v i c e  commencement c h a r g e s ,  a s  v e i l  a s  p ro v id e  r e d u c t i o n s  in ,  o r  
w a iv e r s  o f ,  s e c u r i t y  d epoa ic  r e q u i r e m e n t s  f o r  low income customers who do 
noc have poor cred ic  h i s t o r i e s .

74. F u r t h e r m o r e ,  o c h e r  m e a s u r e s ,  b e y o n d  f e d e r a l  and  s t a t e  
f i n a n c i a l  a s s i s c a n c e ,  a r e  im p o r t a n t  complements - to  chese un ive rsa l  s e rv ice  
e f f o r c s .  We b e l i e v e  t h a t  t h e  a v a i l a b i l i t y  of  loca l  serv ice op t ions ,  such as 
Che v a r i o u s  s t a t e  l o w - c o s t  o r  budget  s e r v i c e s ,  c o n t r i b u t e  to  maintaining 
u n i v e r s a l  s e r v i c e . H o s t  o f  Che LECs have  a l t e r n a t i v e  s e r v i c e  o p t i o n s

125 R e p o r t s  co t h e  Commission and rev iew  by Commission s t a f f  should help 
e n s u r e  ChaC Chese esnimaces and ca lcu la t ions  a r e  reasonable.

This  new b i l l i n g  mechanism f o r  l i f e l i n e ,  and for  high cose a s s i s can ce ,  
w i l l  noc become e f f e c t i v e  u n t i l  A pr i l  1, 1989, when our recommended pooling 
changes  w i l l  b e g in .  See in f r a . I n  Che meantime, funds for  both  che new and 
e x i s c i n g  l i f e l i n e  p la ns  w i l l  be r e c o v e r e d  ch rough  che n a t i o n a l l y  averaged 
CCL r a t e .

126 T h i s  new f e d e r a l  l i f e l i n e  a s s i s t a n c e  p r o g r a m  d o e s  r e q u i r e  some 
s e p a r a t i o n s  changes  to  e n s u r e  t h a t  c o s t s  and revenues a re  properly al igned 
b e t w e e n  c h e  j u r i s d i c t i o n s .  Our p ro p o s e d  r u l e  changes  a r e  c o n t a i n e d  in 
Appendix 8 .

127 We w i s h  t o  s t r e s s  ch ac  ch i s  a d d i t i o n a l  a s s i s t a n c e  program is  n o t
i n t e n d e d  t o  s u p p l a n t  t h e  p r e s e n t  s u b s c r i b e r  l ine charge waiver measures of 
che e x i s c i n g  l i f e l i n e  p rogram .  We encou ra ge  scaces and LECs chac have not  
y e t  i m p l e m e n t e d  Che e x i s c i n g  p r o g r a m  co d e v e l o p  q u a l i f y i n g  l i f e l i n e  
a s s i s c a n c e  p la n s  as  soon as p o s s i b l e .  F u r th e rm o re ,  we recommend chat  the 
Comm iss ion  work,  c l o s e l y  w i t h  s t a c e s  c h a t  have a l r e a d y  r e c e i v e d  f e d e r a l  
c e r t i f i c a t i o n  f o r  l i f e l i n e  a s s i s c a n c e  p la ns  to  allow them to qualify quickly 
f o r  r e c e i p t  o f  a d d i t i o n a l  f e d e r a l  funds co o f f s e t  i n c r e a s e s  in s u b s c r i b e r  
l i n e  cha rges .

-  47 -



2824

A vai lab le  Co c h e i r  cue comers and many o f  chese  c a r r i e r s  have an increas ing  
number o f  cu sco m e rs  subsc r ib ing  co them. We s trong ly  encourage a l l  LECs co 
make a l c e r n a c i v e  s e r v i c e  opc ioas  ava i lab le  and co a s s i s e  in che developmenc 
and ad m in i s C ra c io n  o f  f e d e r a l  a s s i s c a n c e  measures  in  o rde r  co ensure chac 
ce lepbone  s e r v i c e  i s  un ive rsa l ly  ava i lab le .

V I .  High Cost Assiscance

A. Comment Summary

75. S ince  many o f  che commence dealing with  high c o s t  a s s i s t a n c e  
f o c u s e d  on Che s p e c i f i c  proposal  sec ouc in the  Unicy 1-A agreemenc, we w il l  
b r i e f l y  d e s c r i b e  ic  h e r e .  U nder  C he-U nicy  1-A p r o p o s a l  Che h igh  cose  
a s s i s c a n c e  formula  would be r e t a r g e t e d  Co g iv e  add i t iona l  benef i ts  co LECs 
wich f ew er  chan 200,000 access  l ines and Co decrease ass iscance  co LECs wich 
g r e a c e r  c h a n  200,000 a c c e s s  l i n e s . ^ 9  xhe s p o n s o r s  o f  Unicy 1-A c la im ,  
based  oh 1985 NECA f i g u r e s ,  ChaC Chei r  t a r g e t i n g  of  che high cose measures

128 A c c o r d i n g  co a r e c e n c  AT&T s u r v e y ,  a l l  s c a c e s  and Che D i s t r i c t  o f  
Columbia o f f e r  such  s e r v i c e s .  See AT&T, Loca l  Exchange Races (March 10, 
1987) (a  p e r i o d i c  s u r v e y  c o n d u c t e d  by AT&T on a s t a c e - b y - s c a c e  b a s i s  
i d e n t i f y i n g  che  l o w e s t  l o c a l  exchange c a r i f f  races  in e f f ec t ) .

129 "Smal l  and medium-sized" LECs (chose wich 200,000 o r  fewer l ines)  would 
be d iv id e d  inco t h r e e  c a t e g o r i e s :  ( i )  chose with  loop cos ts  equal  co ‘0-115Z 
of  che n a t i o n a l  a v e r a g e  loop c o s t  would be allowed no add i t iona l  a l loca t ion  
o f  c o s e s  co che i n c e r a c a c e  j u r i s d i c t i o n ;  ( i i )  chose  wich loop c o s e s  equal 
to  115-1501 o f  c h e  n a t i o n a l  a v e r a g e  w o u ld  be a l l o w e d  an a d d i c i o n a l  
i n c e r s c a c e  a l l o c a t i o n  o f  65Z o f  che cos ts  in chac band; and ( i i i )  those wich 
loop c o s e s  g r e a c e r  chan 150Z of che n a c i o n a l  average  would be el ig ib le for  
an a d d i c i o n a l  i n t e r s t a t e  a l l o c a t i o n  of 75Z of Chose coses .  Large companies 
( c h o s e  wich more Chan 200,000 IL .e s )  would be divided inco five cacegories :
( i )  c h o s e  wich  loop  c o s e s  e q u a l  co 0-115Z o f  nat ionwide average loop coses 
would be a l low ed  no a d d i c i o n a l  i n c e r s r a c e  a l l o c a t i o n ;  ( i i )  chose wich loop 
c o s e s  of  11S-160Z o f  che n a c i o n a l  a v e r a g e  would be a l lowed an a d d i c i o n a l  
i n c e r s c a c e  a l l o c a t i o n  fo r  10Z o f  che c o s e s  in chac band;  ( i i i )  chose wich 
lo o p  c o s t s  b e tw e e n  160-200Z of  che n a t i o n a l  a v e r a g e  would be a l lowed an 
a d d i c i o n a l  i n c e r s c a c e  a l l o c a t i o n  of  30Z o f  che c o s e s  in chac  band;  ( iv )  
Chose wich  loop c o s e s  e q u a l  co 200-250Z of  che n a t i o n a l  a v e r a g e  wou^d be 
a l low ed  an a d d i c i o n a l  a l l o c a t i o n  o f  60Z o f  Che c o s t s  in chac band; and (v) 
chose  wich loop c o s e s  g r e a c e r  chan 2S0Z o f  che n a c i o n a l  a v e ra g e  would be 
e l i g i b l e  f o r  an a d d i c i o n a l  i n c e r s c a c e  a l loca t ion  of  75Z of che coses in chac 
band.
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w i l l  d e c r e a s e  che o v e r a l l  s ize o f  che h igh cose  fund from $448 mi l l ion  co 
$390 m i l l i o n ,  an approxim ace  r e d u c c io n  o f  $58 m i l l i o n .  They also maincain 
chac Che p roposed  changes  w i l l  i n c r e a s e  from 53Z Co 83Z che proporcionace 
s h a r e  o f  h i g h  c o s c  fund a s s i s c a n c e  pa id  t o  LCCs wich l e s s  chan 200,000 
l i n e s *

•

76. The Unicy 1-A p r o p o s a l  f u r t h e r  p r o v id e s  chac che high cosc 
a s s i s t a n c e  f o r m u l a  be r e v i e w e d  in  Che f u t u r e  i f  ic  a p p e a r s  chac o c h e r  
f a c t o r s ,  such  as s e p a r a t i o n s  changes ,  would c r e a t e  unreasonably high races  
f o r  l o c a l  s e r v i c e .  I a  a d d i t i o n ,  b e c a u s e  o f  Che pool ing rev is ions  proposed 
in  Che U nity  IrA a g r e e m e n t ,1 3 ° th e  IXCs wil l  be bi l led d i r e c t l y  for  high cosc 
funds  .Chrough a s e p a r a t e  pool  a d m in i s t e r e d  by HECA wich Che charges based 
on che p r o p o r t i o n  of  each IIC's  Ml+M access l i n e s . ^

77.  The UniCy 1-A sponsors a s s e r t  t h a t  Cheir high c o s t  ass i scance  
p r o p o s a l :  1) s i m p l i f i e s  Che pooling  and c a s h  flow o p e r a t i o n s  by separac ing 
high co .C  a s s i s c a n c e  from Che CCL r a c e ;  2) av o id s  c a l c u l a t i n g  a high cosc 
a s s i s c a n c e  c h a r g e  for .-each LEC when s e v e r a l  LECs may have  d i v e r s e  r a t e  
s t r u c t u r e s ;  3) c o n t i n u e s  Che p r a c t i c e  o f  r e c o v e r i n g  h igh cosc  a s s i s c a n c e  
funds  from IXCs; 4) c e n t r a l i z e s  b i l l i n g  and c o l l e c t i o n  for chese funds; and 
5) p ro m o te s  and emphasizes Che n a c i o n a l  inCeresC in m a inca in ing  un ive rsa l  
s e r v i c e .

1 78. IXCs d id  noc have e x c e n a iv e  comments a d d re s s e d  Co che high
c o s t  a s s i s t a n c e  i s s u e s .  AT&T s u ppo r t s  Unicy l-A's  recargecing of  high cosc 
a s s i s c a n c e ,  c l a i m i n g  ch ac  ch e  r e v i s i o n  i s  f u l l y  c o n s i s t e n t  w i t h  che  
Commission's  p u rp o s e  of  assuring  Chat telephone races  remain reasonable even 
in  h igh  cosc  a r e a s .  US Sprin t  genera l ly  note s  chac Che high cosc a s s i s t a n c e  
p r o g r a m  s h o u l d  h a v e  n a r r o w l y  d r a w n  g u i d e l i n e s  so ch ac  Che l e v e l  of  
a s s i s t a n c e  d o e s  noc  e x c e e d  che amount r e q u i r e d  co t a r g e t  s u b s i d i e s  co 
s p e c i f i c  f i r m s .  C o n s e q u e n t l y ,  US S p r i n t  a r g u e s  chac che l e v e l  of  c he 

f i r m - s p e c i f i c  s u b s i d i e s  should  be dependent  on Che economic c h a r a c t e r i s t i c s

130 See infra  p a ra s .  98-100.

131 The Unicy 1-A p r o p o s a l  f u r t h e r  provides chat  only chose IXCs wich over
1Z o f  che  " 1+" a c c e s s  l i n e s  ( i . e . , t h o s e  l i n e s . p ro v id e d  by premium access 
s e r v i c e s ,  F e a t u r e  Group C a n d ‘D s e r v i c e s )  w i l l  be b i l led  for  che high cos t  
f u n d .  E ach  LEC w ou ld  r e p o r t  Co HECA Che number of  "1+" a c c e s s  l i n e s  
a s s o c i a t e d  wich each IXC serving a study a r e a .  HECA would compuce and a s s e s s  
che c h a r g e  on an an n u a l  ba s is ,  and adminiscer  che fund, including che di recc  
b i l l i n g  Co che IXCs as  w e l l  as  che d i s t r i b u t i o n  of  r e v e n u e s  co qua l i fy ing  
LECs.



a s  w e l l  a s  c h e  HTS l o o p  ct s c s  in  e a c h  LEC'a a e r v i c e  a r e a ,  r e c o g n i z i n g  
d i s t i n c t i o n s  between urban t a d  r u r a l ,  and large and small,  LECs.

79. In  g e n e r a l ,  Che LECs express  s t rong  suppor t  for  che high case  
a s s i s c a n c e  p r o p o s a l  in Che Unity  1-A agreemenc.  While Ameritech maintains 
chac che  Unicy 1-A p r o p o s a l  i s  p r e s e n t l y  suf f ic ien t  co a s s i s e  Che high c o s t  
LECs, ic  a r g u e s  Chat  aC some p o in c  che high cosc fund should be modified co 
e l i m i n a t e  s u p p o r t  f o r  che h igh  cosc study areas  of  che la rge  LECs. In  chis  
r e g a r d ,  A m er iC ech  p r o p o s e s  . c h a c  Che e l i g i b i l i t y  r e q u i r e m e n t s  in c lu d e  
c r i t e r i a  Chac would e v a l u a t e  Che c u r r e n t  c i r c u m s ta n c e s  o f  che LEC before 
d e t e r m i n i n g  w h e t h e r  che  LEC is  e l i g i b l e  f o r  h igh  c o s t  a s s i s c a n c e .  For 
e x a m p l e ,  A m er iC ech  s u g g e s t s  c r i t e r i a  such  as  an evaluaCiun o f  a LEC's 
p r i c i n g  s t r u c t u r e ,  c h e  a v a i l a b i l i t y  o f  l i f e l i n e  a s s i s t a n c e  f o r  i t s  
c u s t o m e r s ,  and an e v a l u a c i o n  o f  che company's loc a l  r a t e  l e v e l s .  C inc inna ti  
B e l l  c o n t e n d s  chac on ly  chose  companies remain ing  in Che v o l u n t a r y  poo l  
u n d e r  che  Unicy 1-A p r o p o s a l  shou ld  r e c e i v e  h igh  c o s c  a s s i s t a n c e .  SHET 
c o n t i n u e s  Co s uppo rc  h igh  c o s c  a s s i s t a n c e  b u t  maintains chac che r e a s u r e s  
s h o u l d  be  s u b j e c t  Co c o n t i n u a l  r e v i e w  co e n s u r e  l i m i t e d  and p r o p e r l y  
Cargeced supporc.

80.  I n  i t s  s e p a r a t e  c o m m e n ts ,  OPASTCO, one o f  Che Unicy 1-A 
s p o n s o r s ,  p r o p o s e s  an a d d i t i o n a l  mechanism chac would p r o v id e  f u r t h e r  
a s s i s c a n c e  co LECs wich 50,000 o -  fever  access  l i n e s .  The proposed formula 
i s  d e s i g n e d  t o  a s s i s e  sm al l  LECs in a b s o rb in g  Che cum ula t ive  e f f e c t  o f  a l l  
c o s t  s h i f t s  Co che incrascace  j u r i s d i c t i o n . 13^

81.  Among Che s t a C e  commissions, Arkansas expresses  supporc for  
t h e  Unicy l-A  p r o p o s a l  f o r  h igh  cosc a s s i s t a n c e,133 a l though i t  argues chac

132 The OPASTCO p l a n  w ou ld  p r o v i d e  f o r  an a d d i c i o n a l  i n c e r s c a c e  cosc  
a l l o c a t i o n  fo r  a c a r r i e r  i f ,  a f t e r  c a l c u l a t i n g  a s u r r o g a t e  number for  che 
c o s c  o f  b a s i c  l o c a l  s e r v i c e  o v e r  a two y e a r  c o n s e c u t i v e  p e r i o d :  1 ) che 
s u r r o g a t e  r a c e  c a l c u l a t e d  fo r  che second y e a r  exceeds  Che f i r s c  y e a r ' s  
c a l c u l a t i o n  and  e q u a l s  o r  e x c e e d s  $14.00; and 2) Che i n c r e a s e  in c o s t s  
d u r in g  che second  y e a r  exce eds  by 201 che number ca lcu la ced  for  che f i r s c  
y e a r .  Then ,  any i n c r e a s e  above che 20Z could be recovered from che OPASTCO 
h igh cosc  fu n d .  This  p r o p o s a l  i s  supported  by Uaicsfield-Fayscon Telephone 
Company, e £  q l . , and Lackawaxen Telephone Company, which maincain cha t  che 
c u r r e n t  h igh  c o s t  formula f a i l s  Co p r o t e c t  smaller  LECs from che cumulative 
e f f e c t s  o f  HTS cosC s h i f t s  Co che l o c a l  j u r i s d i c t i o n  r e s u l t i n g  from recenc 
f e d e r a l  d ec i s io n s .

133 A rk an s as  recommends,  h o w e v e r ,  chac che h igh  c o s t  ass iscance  formula
p r o p o s e d  in  c h e  U nicy  1-A a g r e e m e n c  be changed co be c o n s i s c e n c  wich
A r k a n s a s '  p r o p o s a l  co move from t h e  25Z b a s i c  i n c e r s c a c e  a l l o c a t o r  co a
SLU-based incerscace  a l lo c a t io n .  See supra no te  40.
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Che e l i g i b i L i c y  r e q u i r e m e n t !  s h o u l d  i n c l u d e  some c o n s i d e r a t i o n  o f  t h e  
d i f f e r e n c e s  among g e o g r a p h i c  a r e a s .  C o n s e q u e n t l y ,  i t  p r o p o s e s  c h a c  
e l i g i b l i t y  f o r  Chis a s s i s t a n c e  should  be e v a l u a t e d  based  on c u r r e n t  loca l  
s e r v i c e  r a t e  l e v e l s  r a t h e r  th a n  on LEC s i z e .  NTCA a r g u e s  t h a t  h igh  c o s t  
a s s i s t a n c e  shou ld  n o t  be t i e d  to  l o c a l  r a t e s .  I t  maintains th a t  including 
an e v a l u a t i o n  o f  l o c a l  exchange  r a t e s  as  a c r i t e r i o n  f o r  e l i g i b i l i t y  would 
n e c e s s a r i l y  have t o  in c lu d e  some d e t e r m i n a t i o n  c o n c e rn in g  che size of the  
l o c a l  c a l l i n g  a r e a ,  t h e  community o f  i n t e r e s t ,  and s h o r t - h a u l  Coll r a t e s .  
NTCA c o n t e n d s  th a t  such a complex ru le  would be impossible both Co c o n s t r u c t  
and implement.

82. As p a r t  o f  t h e  p r o p o s a l  i t  su b m i t ted  in Late-f i led comments, 
Vermont p r e s e n t e d  a r e v i s e d  h igh cos t  a s s i s t a n c e  mechanism. To qualify for  
s u p p o r t  u n d e r  t h e  Vermont p la n ,  a LEC must  have a com pos i te  index o f  a t  
l e a s t  115% o f  a n a t i o n a l  average index.  The ind^r. would be composed of t h r e e  
e q u a l ly  w e ig h te d  f a c to r s  — d e n s i t y , 134 c a n t , 135 and basic loca l  r a t e s . 136 
The high  c o s t  fund p roposed  by Vermont would be o f  inde f in i t e  dura t ion  and 
a d d i c i o n a l  s u p p o r c  f rom a m a n d a t o r y  common l i n e  c o n t r i b u t i o n  would be 
a v a i l a b l e  f o r  LECs t h a t  h a v e  n o t  y e t  m o d e r n i z e d . 1 3 7 O c h e r  s t a t e

Michigan e x p r e s s e d  genera l  supporc for  r e t a r g e t i n g  high cosc a s s i s t a n c e  
to s m a l l e r ,  h i g h  c o s t  LECA bu t  d id  noc comment on t h e  s p e c i f i c  changes  
s u g g e s t e d  in che Unicy 1-A proposal .

134 The " d e n s i t y "  f a c t o r  i s  com posed  o f  tw o  s u b f a c t o r s ,  t h e  f i r s c  
r e f l e c t i n g  n e c e s s a r y  o u t s i d e  p l a n t  c o s t s  by d i v i d i n g  ch e  num ber  o f  
s u b s c r i b e r s  by che  num ber  o f  r o u t e  m i l e s ,  and  che  s e c o n d  r e f l e c t i n g  
s w i t c h i n g  c o s t s  by d iv i d in g  th e  number o f  s u b s c r i b e r s  by t h e  number o f  
c e n t r a l  o f f i c e s .  These two s u b f a c t o r s  a r e  normal ized co r e f l e c t  che face 
chac l i n e  m e a s u r e  i s  o f t e n  two o r d e r s  o f  magnitude  ( 100x)  g r e a t e r  chan 
o f f i c e  d e n s i t y ,  and che f a c t o r s  a r e  then weighted according co che r e l a t i v e  
amounts of  c e n t r a l  o f f i c e  i n v e s tm e n t  and l o c a l  o u c s id e  p l a n t  investment .

135 Vermont c o n t e n d s ,  w i th o u t  f u r t h e r  e x p l a n a t i o n ,  thac the cosc f a c t o r  
can be m e a s u r e d  by che  c u r r e n t  measurement of  t h e  l e v e l  o f  NTS c o s t s ,  
claiming c h a t  che l e v e l  of  NTS c o s t s  a p p e a r s  to  be d i r e c t l y  c o r r e l a t e d  to  
rapid growth.  ' '

136 This is  che l o w e s t  (o r  h i g h e s t )  f l a t  r a t e  for  local  serv ice  avai lab le
to  a r e s i d e n t i a l  c u s to m e r  in a s tudy a rea  (or  a derived r a t e  i f  no f l a t  r a t e  
i s  a v a i l a b l e ) .  Vermonc a rg u e s  t h a t  in c lu d in g  b a s i c  loc a l  s e rv ice  r a t e s  in
che index p r o v id e s  che mosc s u p p o r t  fo r  chose  LECs chac alrea'dy have high
r a c e s  and r e q u i r e s  t h o s e  wich low races  to  bring t h e i r  chzrges more in l ine 
with  t h e  n a c i o n a l  average before suppor t  is provided.

137 I n  a s u b s e q u e n t  p l e s d i n g ,  l a t e - f i l e d  on December 15, 1986, Vermonc
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commissions w ere  s i l e n t  on p ro p o sed  changes  Co Che high coac a a a i a c a n c e  
meaaurea.

83.  Among u a e r  g r o u p s ,  Ad Hoc c o n c e n d a  chac che a a a i a c a n c e  
p rov ided  ch rough  che high coac fund ia t o t a l l y  uncargeced,  s ince Chere never  
has been a n y  dem onacrac ion  chac  a c u s to m e r ' s  a b i l i c y  Co a f fo rd  t e l e p h o n e  
s e r v i c e  i a  in  a n y  way  c o r r e l a t e d  w i t h  w h e t h e r  t h e  LEC s e r v i n g  them 
e x p e r i e n c e s  h i g h  c o s t a .  Ad Hoc c o n c u r s - i n  a n y  e f f o r t s  Co d i r e c t  t h e  
a s s i s t a n c e  more a c c u r a t e l y  to  t h o s e  c us tom ers  in need of  i t ,  b u t  i s  n o t  
c o n v i n c e d  C ha t  t h e  U n i t y  1-A p r o p o s a l  w i l l  accompl i sh  t h a t  o b j e c t i v e .  
F i n a l l y ,  b o t h  DoJ and NTIA s u p p o r t  Unity l -A 's  r e t a r g e t i n g  o f  h igh  coac  
a s s i s t a n c e ,  a l t h o u g h  NTIA b e l i e v e s  thaC incentives should be b u i l t  in to  the  

.sys tem t o  e n c o u r a g e  LECs to  o p e r a t e  e f f i c i e n t l y .  NTIA a l s o  s u g g e s t s  cha t  
s u p p le m e n ta l  s u p p o r t  be p ro v id e d  t o  smal l  LECs baaed  on c e r t a i n  ob jec t ive  
c r i t e r i a  r e l a t e d  co loca l  s e rv ice  r a t e  leve ls .

B. Discussion

84.  I n  1983, t h i s  J o i n c  B o a r d  f i r s t  r ecom m ended  c e r t a i n  
j u r i s d i c t i o n a l  s e p a r a t i o n s  changes  t o  a s s i s t  s u b s c r i b e r s  in a r e a s  o f  the 
c o u n t r y  t h a t  h a v e  h i g h  NTS lo o p  c o s t s .  138 These h igh cosc  a s s i s c a n c e  
m e a s u r e s ,  adopted by th e  Commission, 139 permit s tudy a reas  with h igher chan 
a v e r a g e  NTS lo o p  c o s t s  co a l l o c a t e  c e r t a i n  a d d i c i o n a l  c o s t s  t o  c h e  
i n t e r s t a t e  j u r i s d i c t i o n  (above and beyond the  bas ic i n t e r s t a t e  a l lo c a t io n ) .  
These c o s t s  a r e  p r e s e n t l y  recovered Chrough usage-based charges paid by che 
i n c e r e x c h e n g e  c a r r i e r s .  T h i s  a s s i s t a n c e  i s  d e s i g n e d  t o  r e d u c e  c h e  
i n t r a s t a c e  c o s t  a l l o c a t i o n  and t h e r e b y  keep local  serv ice races  lower chan 
th e y  o the rw ise  would be in high c o s t  a r e a s .

s u b m i t t e d  a d d i c i o n a l  d a t a  on che economic e f f e c t s  of  ics  h igh  c o s t  fund 
p r o p o s a l .  In  t h a c  f i l i n g ,  i t  modified ic s  o r i g i n a l  p r o p o s a l  by d e l e t i n g  
che i n c e n t i v e  f o r  m o d e r n i z a t i o n  and  by p ro v id in g  a s im ple r  method f o r  
measuring d e n s i ty .

138 Amendment o f  P arc  67,  Second Recommended Decision and Order,  48 Fed.  
Reg. 46,556 (1983).  This recommendation  was made in c o n j u n c t i o n  wich our 
recommendation  f o r  a t r a n s i t i o n  co a basic 25Z incerscace a l loca t ion  f a c t o r  
f o r  l o c a l  NTS loop c o s t s .

139 Amendment o f  P a rc  67,  D ec is io n  and O r d e r ,  96 FCC 2d 781 (1984). The 
o r i g i n a l  h i g h  c o s t  a s s i s t a n c e  m e a s u r e s  w e r e  m o d i f i e d  s l i g h t l y  in  o u r  
p rev io u s  ex am in a t io n  of  Che i s s u e s  be ing  c o n s i d e r e d  h e re .  See Recommended 
D ec is ion , supra note  9,  ac pa ras .  46-73.
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85.  In  Che F u r t h e r  Not i c e , che Commission reques ted  comments on 
che  e f f e c t i v e n e s s  o f  che  p r e s e n t  h i g h  c o s c  A s s i s t a n c e  p r o g r a m  and  
r e c o m m e n d a t i o n s  f o r  f u r t h e r  a c t i o n .  S ince  t h e  h igh  c o s t  fund i s  be ing  
p h a s e d - i n  o v e r  an e i g h t - y e a r  p e r io d  and 1986 was th e  f i r s t  y e a r  o f  Chat  
p h a s e - i n ,  t h e  r e c o r d  p ro v id e s  a l im i ted  amount of  information regarding the  
e f f e c t i v e n e s s  o f  t h e  p r e s e n t  p rogram .  N e v e r t h e l e s s ,  we b e l i e v e  chac che 
r a t i o n a l e  f o r  e r r - o r i g i n a l  p r o p o s a l  f o r  h igh c o s t  ass iscance  remains v a l id ,  
and we c o n t i n u e  t o  s u p p o r c  h i g h  c o s t  a s s i s t a n c e  a s  a sound means o f  
f o s t e r i n g  u n i v e r s a l  s e r v i c e .  As a r u l e ,  many o f  t h e  fac to rs  t h a t  r e s u l t ,  in 
h igh l o o p ' c o s t s ,  such  as  p o p u l a t i o n  d e n s i t y  and geography,  a r e  beyond Che 
c o n t r o l  o f  high  c o s t  com panies .  The add i t ional  adjustment allowed pursuant  
to  che h igh c o s t  fund a l le v ia te s  the  need to recover  some of those  high Loop 
c o s t s  Chrough increased loca l  s e rv ice  r a t e s .  4fe bel ieve thac measures,  such 
as h igh  c o s t  a s s i s c a n c e ,  de s igned  to ensure  Chat loca l  se rv ice  r a t e s  remain 
a t  r e a s o n a b l e  l e v e l s  th roughout the  count ry ,  r e p re s e n t  an important a s p e c t  
o f  o u r  program to  p reserve  un iveraa l  telephone se rv ice .

86 . A number o f  commenting p a r t i e s  p roposed  changes  in c e r t a i n  
a s p e c t s  of  che exiscing high c o s t  fund. We support  che proposal  to r e t a r g e t  
Che c u r r e n t  h i g h  c o s t  fund  a s  o u t l i n e d  in  che  U n icy  1-A p r o p o s a l  and 
r e c o m m e n d  t h a t  Che Commiss ion  a d o p t  t h a t  p r o p o s a l  w i t h  some m in o r  
m o d i f i c a t i o n s .  I n  f a c t ,  t h i s  modified p r o p o s a l  is  s i m i l a r  t o  a formula we 
p r e v i o u s l y  c o n s i d e r e d  d u r i n g  o u r  e x a m i n a t i o n  o f  high  c o s t  a s s i s t a n c e  
measure s  in 1984. We r e j e c t e d  c h i s  p a r t i c u l a r  formula a t  c h a t ' t im e  because 
we b e l i e v e d  t h a t  f u r th e r  s tudy was n ecessa ry .  Retarget ing  the high c o s t  fund 
as now recommended w i l l  p ro v id e  an addicional  i n t e r s t a t e  expense a l loca t ion  
f o r  c h e  s m a l l  c o m p a n i e s  m o s t  in n e e d  o f - a s s . i s t a n c e  and d i r e c t  l e s s  
a s s i s c a n c e  t o  t h e  l a r g e r  LECs, i . e . , c a r r i e r s  wich o ve r  200,000 a c c e s s  
l i n e s ,  c h a t  have more f l e x i b i l i t y  in d e a l in g  w i th  a b o v e - a v e r a g e  c o s e s . 1^0 
In l i g h t  o f  ch is  r e t a r g e t i n g  o f  a s s i s can ce  toward smaller companies, we can 
r e a s o n a b l y  c o n c l u d e  t h a t  c h i s  new fo rm u la ,  whi le  pe rh ap s  n o t  p e r f e c t ,  
r e p r e s e n t s  an improvement over  che exiscing high co s t  ass iscance  formula.

87.  We a l s o  adop t  t h e  b a s i c  a p p ro a c h  f o r  r e c o v e r i n g  h igh  c o s t  
funds  p roposed  in t h e  Unity 1-A agreemenc,  with  some modificat ions.  F i r s c ,  
as  w i th  funding f o r  che f e d e r a l  l i f e l i n e  a s s i s c a n c e  programs, IXCs chat  
have a t  l e a s t  1) 1Z of  che t o t a l  common lines presubscr ibed  to incerexchange 
c a r r i e r s  in a l l  s t u d y  a r e a s ,  o r  2) 5Z of  che p r e s u b s c r i h e d  l i n e s  in any

140 The p r o p o s a l  w i l l  a l s o  d e c r e a s e  che f u l l  amount of  t h e  h igh cosc  
a s s i s c a n c e  fund ing  by an es t imated  $58 million.

141 This new formula wil l  become e f fec t ive  on Sepcember 1, 1988.

142 See supra p a ra .  71.
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s t u d y  a r e a  and a minimum of 1000 presubacribed Lines in Chat aCudy a rea  w i l l  
be r e a p o n s i b l e  f o r  p a y i n g  high coac a s s i s t a n c e .  A f l a t  monthly c h a r g e  
a a a e a a c d  e l i g i b l e  IXCa t o  r e c o v e r  h ig h  c o s c  f u n d s  w i l l  be c a l c u l a t e d  
s e m i - a n n u a l l y  b a a e d  on a l l  o f  che co>maon l i n e s  p r e s u b a c r i b e d  Co ch e s e  
i n c e r e x q h a n g e  c a r r i e r s . **3 The Unity 1-A proposal  limica responsibil i ty fo r  
p r o v id i n g  h igh  coac funds Co only  a few o f  che L a r g e s t  IXCs.  We b e l i e v e  
chac o u r  m o d i f i c a t i o n  more f a i r l y  d i s t r i b u t e s  che r e s p o n s i b i l i t y  f o r  high 
coac  a a a i a c a n c e  funding among a g r e a t e r  number of  the IXCs, and Calces inco 
a cc o u n c  Che f a c t  t h a t  w h i le  on a n a t io n w id e  b a s i s  an IXC may noc have a 
s u b s t a n t i a l  p r e s e n c e ,  i t  cou ld  be a  dominant  c a r r i e r  in a p a r t i c u l a r  a r e a .  
Second, , v e  do recommend Chat che IXC payaencs be ca lcu la ted  every  six months 
r a c h e r  Chan on a y e a r l y  b a s i s  aa p roposed  in Unicy 1-A. We b e l i e v e  t h a t  
c a l c u l a t i n g  c h e s e  payments  on a s em i-annua l  b a s i s  is  p re ferable  to  r e f l e c t  
p o s s i b l e  ch a n g e s  in th e  market share of  the d i f fe ren t - in te rexchange  c a r r i e r s  
due Co com pet i t ion  in Che incerexchenge market.

88 .  We do not  recommend, as  some comoenters sugges t ,  a change in 
Che c u r r e n c  e l i g i b i l i t y  r e q u i r e m e n t  for  high cosc a s s i s t a n c e .  We find chat  
Che c u r r e n c  e l i g i b i l i t y  r e q u i r e m e n t ,  based on che average loop c o s t s  of che 
scudy a r e a ,  i s  a r e l i a b l e  c r i t e r i o n  for  determining which LECs requ i re  high 
c o s t  a s s i s c a n c e .  I t  a l s o  has  proven  Co be a d m i n i s t r a t i v e l y  f e a s i b l e  to 
i m p l e m e n t .  F u r t h e r m o r e ,  we a g r e e  w i th  NTCA t h a t  in c lu d in g  a d d i t i o n a l  
e v a l u a t i o n  c r i c d r i a ,  s u c h  a s  Loca l  e x c h a n g e  r a c e s ,  w o u ld  r e q u i r e  a 
s u b j e c t i v e  d e t e r m i n a t i o n  o f  che va lue  o f  the  l o c a l  c a l l i n g  a r e a  s i z e ,  Che 
com m uni ty  o f  i n c e r e s c ,  s h o r t - h a u l  c o l l  r a c e s  and o c h e r  s i m i l a r  f a c c o r s .  
E l i g i b i l i t y  c r i t e r i a  based  on a l l  o f  chese  f a c t o r s  would c r e a t e  a complex 
a s s i s c a n c e  mechanism chac would be d i f f i c u l t  co c o n s t r u c t  and implement.

89.  S im i l a r l y ,  we conclude  Chat r e q u i r i n g  c e r t i f i c a t i o n  t h a t  a 
LEC h a s  c o n s i d e r e d  p r i c i n g  options and o the r  se lf -he lp  a l t e r n a t i v e s  before 
i c  cou ld  r e c e i v e  h igh  c o s t  a s s i s c a n c e  u n n e c e s s a r i l y  c o m p l i c a t e s  che high 
c o s t  a s s i s c a n c e  p rogram .  However, because we a re  concerned chac these  high 
c o s t  m e asu re s  do indeed remain p r o p e r ly  t a r g e t e d ,  we recommend t h a t  che 
Commission d i r e c t  NECA to  f i l e  annua l  r e p o r t s  chac d e t a i l  currenc NTS loop 
c o s t s  and h igh  cosc  a s s i s c a n c e  fo r  each  s tu d y  a r e a ,  as  w e l l  as  t r e n d s  in 
che g r o w th  o f  loop c o s t s  and th e  d i s t r i b u t i o n  o f  che high cos t  funds,  to 
a l l o w  c a r e f u l  m o n i t o r i n g  o f  t h e  e f f e c t s  o f  t h e  r e v i s e d  fo rm ula .  As we

143 This  funding mechanism fo r  high cos t  ass iscance  wil l  become e f fec t iv e ,  
along  wich  o u r  recommended pooling rev is ions ,  on April 1, 1989. Uncil chat  
t im e ,  Che h igh  cosc fund wil l  continue to be recovered through the CCL r a t e .

144 A r k a n s a s  s u g g e s t s  c h a c  Che a s s i s c a n c e  should  be c a l c u l a t e d  on a 
q u a r t e r l y  b a s i s .  We do noc perceive che need Co requ i re  chis admin is tra t ive  
bu rden  and b e l i e v e  t h a t  a s em i-annua l  b a s i s  w i l l  be su f f ic ien t  co make any 
n e c e s s a r y  changes in che IXC's payments*
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s e a t e d  in  t h e  Recommended Dec i s  i o n , we s t r o n g l y  u rge  a l l  o f  th e  s t a t e  
commissions to  ensure  t h a t  the  benef i t s  of the high cos t  a s s i s t a n c e  measures 
a c c r u e  to  l o c a l  r a t e p a y e r s  a s  i n t e n d e d  ( i . e . . t o  keep  l o c a l  s e rv ice  r a t e s  
l o v e r  than they  otherwise would be) .

90.  F i n a l l y ,  we c o n c lu d e  t h a t  OPASTCO's proposal  for  ad d i t io n a l  
h igh c o s t  a s s i s t a n c e  fo r  the  small LECs, i . e . , c a r r i e r s  w i th  50,000 o r  l e ss  
a c c e s s  l i n e s ,  should  n o t  be a d o p t e d .  TheaOPASTCO p ro p o s a l  is designed to  
p r o v i d e  an a d d i t i o n a l  a l l o c a t i o n  t o  t h e  i n t e r s t a t e  j u r i s d i c t i o n  to  he lp  
small  LECs r e c o v e r  i n c r e a s e s  in l o c a l  r evenue  r e q u i r e m e n t s  due to  r e c e n t  
changes  in t h e  s e p a r a t i o n s  p r o c e d u r e s .  Ue find th a t  the Commission and the 
J o i n t  Board have a l r e a d y  c o n s i d e r e d  t h e  impact  o f  the  revenue requirement 
s h i f t s  r e s u l t i n g  from these  sepa ra t ions  changes in recommending and adopting 
them. T h e r e f o r e ,  we conc lude  t h a t  a d d i t i o n a l  a s s i s t a n c e  does not  appear to 
be a p p r o p r i a t e  a t  th i s  t i m e . ^ ^

145 Ue note  chat  in a s ep a ra te  ac t ion  today,  we recommend measures for  the 
a l l o c a t i o n  o f  C a te g o ry  6 , C e n t r a l  Off ice Equipment ,  c o s t s  Chat e n s u r e  a
Lengthy t r a n s i t i o n  fo r  t h e  r e a l l o c a t i o n  of  a por t ion  of chese c os t s  co che
i n t r a s t a c e  j u r i s d i c t i o n  and t h a t  provide an addicional  i n t e r s t a t e  a l loca t ion  
of  c o s t s  f o r  LECs s e r v i n g  f ew er  chan 50,000 a c c e s s  l i n e s .  Recommended 
D e c i s io n ,  MTS and UATS H arke t  S t r u c t u r e  and Amendmenc o f  P arc  67 o f  che 
Commission's R u le s ,  CC Docket  Nos. 78-72 and 80-286,  FCC 87- (1987). Other 
s e p a r a t i o n s  changes,  such as the movement to  the  25Z gross  a l lo c a t o r  and the 
removal  o f  i n s id e  w i re  c o s t s ,  which  OPASTCO c o n t e n d s  a r e  sh if t ing  revenue 
r e q u i r e m e n t s  to  t h e  i n t r a s t a c e  j u r i s d i c t i o n ,  a r e  be ing  p h a s e d - i n  o v e r  a 
t r a n s i t i o n a l  t ime per iod  in o rde r  to  avoid the r a t e  e f fec t s  chat  che OPASTCO 
plan apparen t ly  seeks to address .
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V I I .  Common Line T arif f  and Pooling

A. Pooling Proposals and Comments

91.  The F u r t h e r  N o t i c e  r e q u e s t e d  comments and recommendations 
on p o s s i b l e  m o d i f i c a t i o n s  to  the  mandatory pooling of common l ine c o s t s  and 
r e v e n u e s .  I t  s t a t e d  t h a t  t h e s e  poo ling issues should be considered in che 
c o n t e x t  of  p o s s i b l e  m o d i f i c a t i o n s  to SLCs and high cos t  a s s i s tance ,  measures 
a s  p a r t  o f  a n  i n t e g r a t e d -  proposal  for  f u r t h e r ' a c t i o n .  These genera l  pooling 
i s s u e s  had been r a i s e d  ia p e t i t i o n s  f i l e d  by Bel l  A t l a n t i c  and Nev J e r s e ;  
i n  l a c e  1983.^6  The F u r th e r  Notice di rec ted  us to  cons ider  the se  p e t i t i o n s  
as p a r t  o f  c h i s  b r o a d  p rocee d ing  because  t h e y  r a i s e  i s s u e s  r e l a t i n g  co 
p o t e n t i a l  m o d i f i c a t i o n  of  . che ex is t ing mandatory pooling mechanism.

1.  Be l l  A t l a n t i c  and Nev J e r s ey  P e t i t ions

92.  I n  i t s  O c t o b e r  1985 p e t i t i o n ,  B e l l  A t l a n t i c  a s s e r t s  t h a t  
m o d i f i c a t i o n s  to  che c u r r e n t  pooling  a r rangem en t  a r e  n e c e ss a ry .  The Bell 
A t l a n t i c  p l a n  w o u ld  r e p l a c e  che c u r r e n t  n a t i o n w id e ,  uniform CCL c h a r g e  
d e v e l o p e d  c h r o u g h  ch e  CCL pooling  p ro ces s  w i th  t h r e e  s e t s  o f  c h a r g e s .  
F i r s c ,  LECs would e s t a b l i s h  a " p r im ary  e lamenc ,"  a c h a r g e  s e t  a t  a  l e v e l  
s u f f i c i e n t  t o  r e c o v e r  i t s  own common l i n e  revenue  requ irement ,  but not  to  
exceed  th e  e x i s c i n g  CCL r a t e . ^  Second,  a t r a n s i t i o n a l  surcharge  element 
would be d e v e lo p e d  based on Che "excess cos ts"  above Che ex i s t ing  CCL "cap" 
t h a t  w o u ld  be  r e p o r t e d  t o  NECA. ^ 8  T h i rd ,  a p e r  minute  h igh  c o s t  fund 
c h a r g e  would be a s s e s s e d .  The primary element would be increased each , e a r  
t o  c h e  p r e v i o u s  y e a r ' s  maximum r a c e  ( ch e  p r i m a r y  eLemenc p l u s  t h e  
t r a n s i t i o n a l  su rcha rge  plus che high cost  fund charge).

146 Bel l  A t l a n t i c  and New J e r s e y  subm it ted  separace p e t i t i o n s  in October 
1983 and November 1985, r e s p e c t i v e l y ,  request ing changes in the Commission's 
Parc 69 a c c e s s  charge rules to  reduce Che degree of, o r  e l iminate,  mandatory 
p o o l i n g  o f  common- l in e  c o s t s .  These p e t i t i o n s  and Che comments f i l e d  in 
r e s p o n s e  t h e r e t o  w ere  r e f e r r e d  to  t h i s  J o inc  Board fo r  c o n s i d e r a t i o n  and 
d e v e l o p m e n t  o f  r ecom m endat ions .  P e t i t i o n s  of  Bel l  A t l a n t i c  and che New 
J e r s e y  Board o t  Pub lic  U t i l i t i e s ,  RM No. 5205, Himeo No. 4622 ( re leased  Hay 
21,  1986).

147 Ac Che time th e  p e t i t i o n  was f i l e d ,  che CCL r a t e  was a uniform 4.33 
c e n t s  per minute.

148 At che t ime i t  f i l e d  i t s  p e t i t i o n ,  Bell A t l a n t i c  e s t i m a t e d  chac a .5 
c e n t  p e r  minute of use surcharge would be necessary  wich a $2.00 SLC.
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93.  In  i t s  p e t i t i o n ,  Hew J e r s e y  a s s e r t s  t h a t  bypass is a major 
t h r e a t  in  i t s  s t a t e  and  t h a t  d e p o o i in g  r e p r e s e n t s  an e f f e c t i v e  tooL to  
combat i t .  New J e r s e y  e n d o r s e d  th r e e  possible  approaches to  depooling: (1) 
the  B e l l  A t l a n t i c  p r o p o s a l ;  (2)  t o t a l  e l im i n a t io n  o f  t h e  HECA pool  w i th  & 
move t o w a r d  c o s t - b a s e d  p r i c i n g  o f  s e r v i c e s ;  o r  (3)  a cap on the  maximum 
c o n t r i b u t i o n  t h a t  any one s t a t e  makes to  t h e  HECA poo l ,  which would be 
phased down over time.

94.' W hi le  m o s t  p a r t i e s  commenting in r e s p o n s e  to  t h e  F u r t h e r  
Hotice  did  n o t  s p e c i f i c a l l y  a d d r e s s  t h e s e  two p e t i t i o n s ,  we w i l l  b r ie f lv  
summarize t h e  comments s u b m i t t e d  on them d u r in g  che i n i t i a l  pleading cycle 
e s t a b l i s h e d  in r e s p o n s e  t o  t h e  p e t i t i o n s .1*9 Among Che BOCs, Americech ,  
B e l lS o u th ,  and US West suppor ted  the  Bell Atlan tic  and Hew J e r s ey  p e t i t i o n s ,  
w i th  US W e s t  p r o p o s i n g  tw o  t r a n s i t i o n  p l a n s  f o r  e n d i n g  p o o l i n g ,  one 
i n v o l v i n g  i n c r e a s i n g  che  SLC a n d  t h e  s e c o n d  i n v o l v i n g  a p e r c e n t a g e  
phase-down in  t o t a l  poo l  c o n t r i b u t i o n s .  Pacific Bell and Southwestern Bell 
opposed che p e t i t i o n s  and i n s t e a d  s u p p o r t e d  the  f l a t - r a t e  IXC recovery of 
HTS c o s t s ,  c o n s i s t e n t  wich o t h e r  p e t i t i o n s  pending  b e fo re  che Commission 
a t  t h a c  t i m e  p r o p o s i n g  a l t e r n a t i v e  common l i n e  c o s t  r e c o v e r y  r a c e  
s t r u c t u r e s . NYNEX e x p re s s e d  concern t h a t  the Bell A tlan tic  plan would
i n c r e a s e  u n e c o n o m ic  b y p a s s  f o r  c h o s e  c o m p a n ie s  wich n e a r - a v e r a g e  or  
g r e a t e r - t h a n - a v e r a g e  c o s t s .  Bel l  A t l a n t i c  coun te red  chat these  companies 
would only  be pay ing s l i g h t l y  mor u n d e r  ic s  plan  th a n  under  che p r e s e n t  
system.

93.  Among the  independent  telephone companies, Che GTOCs proposed 
c e r t a i n  r e v i s i o n s  to  t h e  B e l l  A tlan t ic  plan.  They suggested el iminating the

149 I t  a p p e a r s  Chac many o f  t h e  v iews e x p r e s s e d  in t h e s e  comments have 
been s u p e r s e d e d  by s u b s e q u e n t  comments su b m i t ted  by che same p a r c i e s  in 
r e s p o n s e  t o  che F u r t h e r  H o t ; c e . In f a c t ,  Bell A tlan tic  i t s e l f  subsequently 
f i l e d  comments in supporc  of che pooling proposal  contained in che Unicy 1-A 
ag reem enc .  The D i s t r i c t  o f  Columbia,  however,  expressed continued support  
f o r  che  B e l l  A t l a n t i c  d e p o o l i n g  p l a n ,  and F l o r i d a  s t a t e d  chac c a r e f u l  
c o n s i d e r a t i o n  should be given to  both pecicions .

130 P a c i f i c  Bel l  s u b m i t te d  a w a i v e r  p e t i t i o n  to implement such a plan a t  
che same t ime c h a t  che Bel l  A t l a n t i c  and Hew J e r s e y  pec icions  were f i l ed .  
This p e t i t i o n  s u b s e q u e n t l y  was d e n i e d ,  as were similar  p e t i t ions  filed by a 
number o f  LECs. See P e t i t i o n s  fo r  Waiver  of  Various  Seccions of Part  69 of 
t h e  Commission's R u le s ,  f i l e d  by Mountain S t a c e s  Te lephone  and T e leg rap h  
Company, et £ U  FCC 86-145 ( r e l e a s e d  Apri l 28,  1986) (Interim NTS Guidelines 
O r d e r ) ,  on r e c o n s i d e r a t i o n ,  FCC 86-  527 ( r e l e . ' s e d  J a n u a r y  7, 1987 ) 
(G u ide l ines  Order  Reconsiderat ion) .

-  5 7  -



2834

t r a n s i t i o n a l  s u r c h a r g e  and r e p l a c i n g  ic wich a f ixed  c h a r g e  upon IXCs.  
U n i c e d  a l s o  p r o p o s e d  some m o d i f i c a t i o n s  co ch e  B e l l  A c l a n c i c  p l a n ,  
s u g g e s c i n g  ChaC Che C r a n s i c i o n a l  s u r c h a r g e  l e v e l  shou ld  d e c r e a s e  as SLCs 
a r e  i n c r e a s e d .  C i n c i n n a c i  B e l l  su p p o rced  Bel l  A C lanc ic ' s  p e t i t i o n ,  w h i l e  
SNET noced  chac  a g r a d u a l  r e d u c c io n  in pooling was necessa.  y .  Smaller LECs 
and in d e p e n d e n c e  mainca ined  chac furCher  sCudy of depooling was n e c e s s a r y ,  
p a r t i c u l a r l y  c o n c e r n i n g  Che impacc o f  depoo l ing  on CCL r a c e s  and b y p a s s .  
Among Che LEC a s s o c i a c i o n s , NTCA s c r o n g l y  opposed  Che Bell  Aclancic p lan ,  
while OPASTCO and USTA simply s u g g e s t e d  r e f e r r i n g  Che i s s u e  o f  d e p o o l in g  
co che Jo inc  Board.

96 .  Of  Che s t a t e  c o m m i s s i o n s ,  D e l a w a r e ,  Che D i s c r i c c  o f  
C o lu m b ia ,  M a r y l a n d  and V i r g in i a  a l l  s u p p o rc e d  che B e l l  A c la n c ic  and New 
J e r s e y  d e p o o l i n g  p e c i c i o n s .  Ocher s c a c e  commissions c r i t i c i z e d  che B e l l  
A c lanc ic  and  New J e r s e y  plans as being inadequacely suppor ted ,  and req u es te d  
f u r t h e r  r e v ie w  by t h e  J o i n t  B oard .  NTIA genera l ly  supported  Che depooling 
p r o p o s a l s ,  c l a im in g  chac  poo ling  i s  economically in e f f i c i e n t .  Concerns chac 
d e p o o l i n g  w i l l  l e a d  co i n c e r s c a c e  c o l l  r a c e  d e a v e r a g i n g  a r e  noc w e l l  
f o u n d e d ,  NTIA a r g u e d ,  noting chac access  pricing  v a r i a t io n s  have e x i s t ed  for  
a long  t ime and r a t e  deave ra . ing  has noc o ccu r red .

2.  Ocher  Pooling Proposals-

97.  Two p o o l i n g  p r o p o s a l s  w e r e  f i l e d  in  r e s p o n s e  co c h e  
C o m m i s s i o n ' s  F u r t h e r  N o t  i c e ., one  by che LEC i n d u s t r y  a s s o c i a t i o n s  and 
a n o c h e r  by Vermonc.  The Vermonc proposal  was p a r t  o f  Vermonc's comments in 
Chis p r o c e e d i n g  .151 The LEC i n d u s c r y  a s s o c i a t i o n s  p r e s e n t e d  a d e t a i l e d  
p r o p o s a l  f o r  poo l ing '  modi f icat ions  as pare of  che Unicy 1-A agreemenc.

98.  The p o o l i n g  m o d i f i c a t i o n s  p r o p o s e d  by Che LEC i n d u s c r y  
a s s o c i a c i o n s  c a l l  f o r  che r e p l a c e m e n t  o f  Che p r e s e n t  mandatory common l ine 
p o o l i n g  s y s t e m  wich  a r r a n g e m e n t s  Chat  Che agreemenc  c h a r a c t e r i z e s  as  a 
" v o l u n t a r y "  common l i n e  poo l!52  4n<j 4 "m a n d a to ry "  long term supporc (or  
LTS) fund^53 chac w i l l  e n a b l e  chose  remain ing  in Che poo l  Co charge  IXCs

151 See s u p r a  n o t e  99.

152 Th is  v o l u n t a r y  poo l  c o n c e n t  would permic c a r r i e r s  Co opc out  of  che 
n a t i o n w i d e  NECA common Line t a r i f f  and f i le  che i r  own CCL r a c e s .

153 NRTA, o n e  o f  U n icy  1 -A 's  s p o n s o r s ,  a d d e d  a n u m b e r  o f  c l a r i f y i n g
f o o t n o t e s  co che Unicy 1-A agreement chac emphasized i t s  view chac Che Unicy
1-A common l i n e  p oo l ing  mechanism would noc c o c a l l y  e l i m i n a t e  m a n d a to ry  
p o o l i n g .  B a c h e r ,  NRTA a s s e r t s ,  Unicy 1-A would only s tr eamline  che p r e s e n t  
mechanism co p rov ide  for  "minimum mandatory pool ing."
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Che e q u i v a l e n t  o f  w ha t  would have  been Che nationwide average CCL r a c e  had 
Che m a n d a t o r y  common l i n e  poo l  been m a i n t a i n e d .  In  a d d i t i o n ,  Unicy 1-A 
e s t a b l i s h e s  a f o u r - y e a r  t r a n s i t i o n a l  support  (or TBS) func., which would be 
used  Co p r o v i d e  t r a n s i t i o n a l  s u p p o r t  payments  to  LECs c h a t  t r a d i t i o n a l l y  
have b e e n  n e t  r e c e i v e r s  u n d e r  the c u r r e n t  system but a r e  expec ted by Unity 
l - A ' s  s p o n s o r s  to withdraw from che "vo lun ta ry"  pool.

■- * 99.  Under Unicy 1-A, LECs a r e  d iv id e d  in t o  t h r e e  g r o u p s :  la rge
company c o n t r i b u t o r s  (LCCs) t h a t  t r a d i t i o n a l l y  have had n e t  revenue flows 
i n t o  t h e  common l i n e  pool  a n d ,  t h e r e f o r e ,  would be l ike ly  to  withdraw from 
Che e x i s t i n g  NECA pool  and f i l e  t h e i r  own CCL t a r i f f s } 1 ^  l a r g e  company 
■ rece iv e r s  (LCRs) t h a t  t r a d i t i o n a l l y  have had ne t  r e c e ip t s  from the  p re s en t  
poo l  b u t ,  a c c o r d i n g  to  Unity  l -A 's  s p o n s o r s ,  would be l i k e l y  t o  w i thd raw  
f rom  c h e  p o o l  and  f i l e  c h e i r  own CCL C a r i f f s ;  and smal l  company p o o l e r s  
(SCPs)^55 c h a t  would be l i k e l y  to  remain in the  voluntary common line pool .  
Al l  LECs would be a l low ed  to  e l e c t  iu J u n e  1987 t o  .'emove themselves from 
■the p o o l .  156 A ccord ing  to  the  plan,  those LECs t h a t  choose not to  withdraw 
from t h e  poo l  in 1987 may c h o o s e  t o  w i th d raw  from th e  poo l  in s u b se q u en t  
y e a r s ,  p r o v i d e d  t h e y  n o t i f y  NECA by J une  30th o f  t h e  y e a r  in which  th e y  
c h o o s e  t o  f i l e  t h e i r  own common l i n e  t a r i f f s .  The ag re e m e n t  p r o v i d e s ,  
h o w e v e r ,  t h a t  in o r d e r  t o  be e l i g i b l e  f o r  t r a n s i t i o n a l  suppor t ,  LCRs must 
e l e c t  t o  w i th d ra w  from t h e  NECA pool in 1987 and f i l e  t h e i r  ovn common l ine 
t a r i f f s  w i t h  a J a n u a r y  1988 e f f e c t i v e  d a t e .  F u r t h e r m o r e ,  a l l  LECs t h a t  
w i th d raw  from t h e  poo l  must  do so on a holding-company bas is  and remove a l l  
s t u d y  a r e a s  from che pool .

ISA As a d m i n i s t r a t o r  o f  th e  m anda to ry  common l i n e  p o o l ,  NECA p r e s e n t l y  
f i l e s  a s i n g l e  common l i n e  t a r i f f  in which a l l  LECs a r e  required  to  concur .  
The r e v e n u e s  r e c e iv e d  under Chat t a r i f f  a re  used:  (1) to.  compensate NECA for 
i t s  a d m i n i s t r a t i v e  e x p e n s e s ;  ( 2 ) t o  a l l o c a t e  h i g h  c o s t  a s s i s c a n c e  to 
q u a l i f y i n g  s t u d y  a r e a s ;  (3) to  com pensa te  a v e r a g e  s c h e d u l e  companies  in 
r e l a t i o n  t o  u s e  o f  c h e i r  f a c i l i t i e s  in o r i g i n a t i n g  a n d  t e r m i n a t i n g  
i n t e r s t a t e  t e l e c o m m u n ic a t io n s  s e r v i c e s ;  (A) t o  r e im b u r s e  LECs s e t t l i n g  on 
che b a s i s  o f  c o s t  s t u d i e s  fo r  th e  e x p e n s e s  r e l a t e d  to  providing i n t e r s t a t e  
common l i n e  s e r v i c e s ;  and (5) t o  p ro v id e  an ide n t i c a l  earned r a t e  of  r e t u r n  
on che i n t e r s t a t e  common l ine investment of  each exchange c a r r i e r .

1.55 The same b a s i c  p r o v i s i o n s  th a t  apply to the LCCs and LCRs would apply 
to  any " s m a l l  com pan ies"  w is h in g  t o  le ave  che pool. However, the  proposal  
as sumes  thac  Chese LECs would remain in che pool.  *

1S6 U n d e r  t h e  p l a n ,  LECs w i t h d r a w i n g  f rom t h e  p o o l  w o u ld  f i l e  c h e i r
i n d i v i d u a l  common l i n e  t a r i f f s  on O c to b e r  1, 1937, t o  be e f f e c t i v e  January
1, 1988.
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100. The U nity  1-A LTS fond i« designed to aupport  LECs remaining 

in  c h e  NECA p o o l ,  e n a b l i n g  t h e m  t o  c h a r g e  a CCL r a c e  a c  a l e v e l  
a p p r o x i m a t e l y  equal  co che nat ionwide average charge chac would have e x i s t e d  
had a l l  LECs been  r e q u i r e d  Co remain in che e x i s c i n g  common l ine  p o o l . 16?

• Ail LECs c h a t  e l e c c  co w i th d ra w  from che pool w i l l  pay L'*.166 NECA w i l l  
c a l c u l a t e  che a n n u a l  LTS payments  f o r  che nonpooling LECs snd b i l l  the-. on 
a m onth ly  b a s i s . ^ 9  T r a n s i t i o n a l  support  payments from Che LCCs w i l l  a s s i s e  
che  LCRs c h a c  w i t h d r a w  f rom Che p o o l .  Unicy 1-A p r o p o s e s  a f o u r - y e a r  
t r a n s i t i o n  p e r i o d ,  wich  Che amount o f  TRS payments decreas ing 20Z each y e a r  
u n t i l  C h c y  a r e  e l i m i n a t e d .160 As e n v i s i o n e d  b y  U n i t y  1 - A ,  c h e  
p o s t - t r a n s i t i o n  common l ine  pool  members would . include only chose small LECs
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157 NECA would  be r e s p o n s i b l e  fo r  c a l c u l a t i n g  the  h y po the t ica l  CCL r a c e .
The h y p o t h e t i c a l  CCL r a t e  w o u ld  be  c o m p u te d  by d i v i d i n g  che r e v e n u e  
r e q u i r e m e n t  f o r  Che c a r r i e r  common l ine element by Che annual  access minutes 
o f  u s e  f o r  a l l  i n c e r s c a c e  o r  i n t e r n a t i o n a l  s e rv ices  t h a t  use local  exchange 
s w i t c h i n g  f a c i l i t i e s .  This  c a l c u l a t i o n  would be based  on t h e  p r i o r  y e a r  
h i s t o r i c a l  d a t a  s u b m i t t e d  by t h e  p a r t i c ip a t in g  LECs in che NECA common l ine
t a r i f f  and d a t a  s u b m i t t e d  by LECs Chat  f i l e  t h e i r  own common l ine C a r i f f s .

158 H owever ,  d u r in g  . t h e  t r a n s i t i o n  p e r io d  (be tw een  1988 and 1992), only * *
th e  LCCs w i l l  pay  LTS, in add i t ion  to paying TRS. * ^  •

159 As p r o p o s e d ,  che  y e a r l y  LTS is based  on che d i f f e r e n c e  b e c w e e n ' t h e  
p r o j e c t e d  r e v e n u e s  f o r  t h e  poo le rs  (based on che hypo the t ica l  CCL. race )  and 
che r e v e n u e  r e q u i r e m e n t s  o f  che poo le rs .  During che t r a n s i t i o n  per iod ,  LCC 
p a y m e n t s  w i l l  b e  b a s e d  on che  p e r c e n t a g e  c o n t r i b u t i o n  o f  th a c  LEC in 
r e l a t i o n  co t h e  o t h e r  LCCs* in 1987. A f t e r  che t r a n s i t i o n  per iod ,  payments 
w i l l  be b a s e d  on Che r a t i o  o f  a LEC'i a c c e s s  l i n e s  co che cotaL a c c e s s
l i n e s  fo r  a i l  t h o s e  LECs not  p a r t i c ip a t in g  in che pool .

•

160 Under the  Unity 1-A p roposa l ,  LCRs t h a t  choose in June 1987 to withdraw 
from t h e  NECA common l i n e  t a r i f f  would be provided TRS as follows: (1) 1988
— 80Z o f  c h e i r  n e t  r e c e i p t s  from the NECA pool in 1987, ad jus ted  co r e f l e c t  
Che $4.00 SLC p ro p o s e d  by che p la n  (1987 a d j u s t e d  frozen  amount); (2) 1989
— 60Z o f  c h e  1987 a d j u s t e d  f r o z e n  a m o u n t ;  (3)  1990 - -  40Z o f  c h e  1987 
a d j u s t e d  f ro z e n  am ount ;  (4) 1991 —  20Z o f  .he  1987 ad justed  frozen amount.
TRS would  be funded by LCCs w i th d r a w in g  from che NECA t a r i f f .  Fo r  LCCs 
w i th d ra w in g  from c h a t  t a r i f f  in 1987, TRS payments would be based on c h e i r  
1987 p o o l  c o n t r i b u t i o n s ,  a d j u s t e d  to  r e f l e c t  th e  p ro p o s e d  $4.00 SLC and 
r e v i s e d  CCL r e v e n u e s .  A LCC w i t h d r a w in g  from che  poo l  a f t e r  the* i n i t i a l  
e l e c t i o n  o p p o r t u n i t y  in 1987 would pay TRS based  on che r a t i o  of ics t o t a l  
a c c e s s  l i n e s  t o  che  t o t a l  a c c e s s  l i n e s  o f  o c h e r  LCCs paying TRS. See J o i n t  
Comments a t  20-22.
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t h a t  n e e d  c h e  p r o t e c t i o n  o f  r i s k  s h a r i n g  and o c h e r  b e n e f i t s  o f  a poo l  
managed by NECA.

101. The s p o n s o r s  o f  U n ic y  1-A c i ce  a s  Che b e n e f i t s  o f  c h e i r  
p r o p o s a l :  ( 1 ) " p r i c e  f l e x i b i l i t y "  f o r  c h o s e  who o p t  ouc  o f  c h e  p o o l ,  
a l low ing  c h e o  co be more r e s p o n s i v e  Co c o m p e t i t i o n  and the.  needs o f  Cheir 
own c u s c o m e r s  and t o  combat bypass by sec t ing  access  r a t e s  c lo s e r  to c o s c ;
(2)  e l i m i n a t i o n  *£  Che c u r r e n c  c r a n s f e r  o f  f u n d s ,  e s t i m a t e d  by Unity l-A 's  
s p o n s o r s  t o  be a p p r o x i m a t e l y  $600 m i l l i o n ,  among cuscomers served  by l a rg e  
LECs; and (3)  c o s c ,  r i s k ,  and r e s o u r c e  s h a r i n g  f o r  c h o s e  remaining in che 
poo l .  U n i ty  l -A 's  s p o n s o r s  a l s o  c la im  c h a t  chei r  plan se rves  che u n iv e r s a l  
s e r v i c e  o b j e c t i v e  by m a in t a i n in g  an NTS c o s c  p o o l  and e s t a b l i s h i n g  an LTS 
mechanism to  su p p o rc  Chose "small"  LECs chac need the bene f i t s  of  che pool .

102. Comm ent ing  LECs g e n e r a l l y  s u p p o r c  U : i t y  l -A ' s  p oo l ing  
p r o p o s a l  b e c a u s e ,  t h e y  a s s e r t ,  ic would el iminate unnecessary  supporc flows 
among l a r g e  c o m p a n ie s ,  p ro v id e  incen t ives  for  e f f ic ien t  ope ra t ion ,  and allow 
them Co p r i c e ,  s w i t c h e d  a c c e s s - c l o s e r  Co the  a c t u a l  c o s t  of s e rv ice  in t h e i r  
r e g i o n s '.^61 S u p p o r t e r s  o f  c h e  U n i ty  1-A p r o p o s a l  a l s o  claim t h a t  che 
p r e s e n t  p o o l in g  s y s t e m  is  an an a c h ro n i s m  and chac t h e  s u b s id y  mechanism 
i n h e r e n t  in  t h a c  s y s t e m  c r e a t e s  a s i g n i f i c a n t  b y p ass  c h r e a c .  Americech,  
which t r a d i t i o n a l l y  has  been  a n e t  c o n t r i b u to r  to  the mandatory common l ine  
p o o l ,  c l a i m s  c h a t  t h e  p r e s e n t  s y s c e m  r e q u i r e s  g ’n e l o n o m i c  c h a r g e s  co 
A mer icech  c u s t o m e r s  o f  a p p r o x im a te ly  $236 m i l l ion  Tn»1986. Two o c h e r  n e t  
c o n c r i b u t o r s ,  B e l l  A t l a n t i c  and SNET, contend chat ,  theft- cuscomers pay $300 
mi l l ion  and $25 m i l l i o n ,  r e s p e c t i v e l y ,  to  suppor t  telephone se rv ice  in ocher  
s t a t e s .  S m a l le r  LECs a l s o  s u p p o r c  che Unicy 1-A poo l ing  s t r u c t u r e .  They 
view t h e  U n i ty  1-A package  a s  c o n s i s t e n t  wich sm a l l  LEC's needs and s t a t e  
chac i c  is  " c h e  b esc  f ramework in which  t o  e n s u r e  u n i v e r s a l  s e r v i c e ."162

161 W h i l e  g e n e r a l l y  s u p p o r t i n g  U n i ty  1-A, S o u t h w e s t e r n  Bel l  e x p r e s s e s  
co n c e rn  chac Che mandatory long term supporc obl iga t ions  chat  a t t a c h  to  LECs
w i th d raw in g  from che NECA pool may c r e a t e  an a r t i f i c i a l  incen tive co remain
in  th e  NECA poo l  f o r  LECs w i t h  common line c o s t  recovery  requirements t h a t
a r e  h i g h e r  c h a n  t h e  n a c i o n a l  a v e r a g e  - -  s o - c a l l e d  " n e t  r e c i p i e n t s . "
A ccord ing  co S o u t h w e s t e r n  B e l l ,  the se  LECs, which under Unicy 1-A must pay 
LTS a f t e r  che  t r a n s i t i o n  p e r io d  e n d s ,  should  noc be requ i red  co make such 
payments i f  co do so would requ i re  them co charge a CCL r a c e  above.che  NECA 
pool CCL r a c e .  Bel lSouth s t a t e s  s imilar  concerns .

162 S ee  L e t t e r  from USTA Small T e lephone  Company Committee t o  Hark  S.
f o w l e r ,  Chai rman,  F e d e r a l  Communications Commission (December 17, 1986); see 
e l s o  OPASTCO Comments a t  2; Wai ts f ie ld-Fayscon ,  e t  a l .  Comments a t  7.
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103. Among che LECs, on ly  ALLTEL'And CP N at iona l  oppose pooling 
changes  AC c h i t  cime,  m a in t a i n in g  chac p r i c e  f l e x i b i l i t y  thouLd be explored  
f u r t h e r  w i t h i n  che p r e s e n c  m anda to ry  pooling  r e q u i r e m e n t .  CP N a t i o n a l  
e x p r e s s e s  c o n c e r n  ChAC depooling v i l l  lead Co co l l  r a c e  deaverag ing.  ALLTEL 
end CP HACionAl Also rA is e  p a r t i c u l a r  c o n c e r n s  wich  c e r t a i n  ocher e speccs  
o f  che Unicy 1-A p o o l in g  p r o p o s a l ,  such  as how che proposal  v i l l  effecC Che 
m e m bersh ip ,  c o n t r o l ,  and e x p e n s e s  o f  HECA, and how che LTS fund w i l l  be 
a d m i n i a t e r e d . ALLTEL.and CP H ac iona l  s u g g e s t  t h a t  che Commission s e e k  
f u r t h e r  comments on w h e t h e r  che  Unicy 1 -A 'poo l ing  p r o p o s a l  w i l l  a c t u a l l y  
a c h i e v e  che perceived b e n e f i t s .

104. ALLTEL and CF N a t i o n a l  a l s o  a r g u e  c h a c ,  i f  che Unicy 1-A 
p r o p o s a l  i s  a d o p t e d ,  w i t h d r a w a l  from Che common l i n e  p o o l  s h o u ld  ba 
permicced  on a s t u d y  a r e a  b a s i s ,  racher  chan required  on a holding company 
b a s i s .*63 NYHEX u n g u e s ,  in response ,  chac i f  che decision  Co leave che pool 
i s  n o t  made on s. h o ld in g  company b a s i s ,  companies v i l l  l e a v e  c h e i r  h igh  
c o s t ,  l e s s - c o m r e : i c i v e  s tudy a rea s  in che pool .  As a r e s u l t ,  NYHEX a rg u e s ,  
che b e n e f i t s  o f  d ep o o l in g  would be l o s t  because chere  would be only minimal 
r e d u c t i o n s  in  intercompany funding t r a n s f e r s .

103. Responding co c o n c e r n s  t h a t  " d e a v e r a g i n g "  CCL r a c e s  w i l l  
r e s u l t  in i n c e r s c a c e  c o l l  r a c e  d e a v e r a g i n g , - 6^ a number o f  LECs submit

G  •  ___________

1?3,  In  an ex p a r c e  p r e s e n t a t i o n ,  CONTEL a l s o  argued  cha t  w ithdrawal from 
che NECA C a r i f f  and pool  shou ld  be pe rm icced  on a s t u d y  a r e a  b a s i s .  See 
L e t t e r  f rom L a u r e n c e  P .  K e l l e r ,  D i r e c t o r ,  CONTEL F e d e r a l  R e g u l a t o r y  
D e p a r t m e n t ,  co William J .  T r i c a r i c o ,  S e c r e t a r y ,  F e d e r a l  Communications 
C o m m iss io n ,  f i l e d  December 29,  1986 ( n o t i c e  o f  ex p a r t e  p r e s e n t a t i o n  co 
members of  F e d e r a l  Joinc Board s t a f f ) .

164 At p r e s e n c ,  A~&T and many o c h e r  IXCs c h a r g e  g e o g r a p h i c a l l y  averaged 
( i . e . . un iform n a t i o n w i d e )  i n t e r s t a t e  c o l l  r a c e s .  Thac i s  noc to  s a y ,  of 
c o u r s e ,  chac se rv ice s  provided becween che same poincs by d i f f e r e n t  IXCs, o r  
p u r s u a n t  t o  che v a r i o u s  o p c i o n a l  cal l ing plans offered by an individual  IXC, 
a r e  cha rge d  a t  che same ra c e .  Cenerally,  however,  HTS and KTS-like c a l l s  in 
che same mi leage  band a r e  charged  ac the same race  throughout che councry .  
Even chough LEC c r a f f i c - s e n s i c i v e  s w i t c h e d  a cc ess  charges  and IXC ne twork  
o p e r a t i o n  c o s e s  may d i f f e r  from a r e a  Co a r e a ,  Chese v a r i a n c e s  have  noc 
p roven  t o  be so g r e a t  a s  co p r o v id e  IXCs a s u f f i c i e n t  economic r a t i o n a l e  
f o r  deaveraging incerscace  r ace s .

The CCL r a c e ,  which LECs a s s d s s  upon IXCs as one port ion  o f  che coca l  
c h a r g e  f o r  p ro v id in g  s w i t c h e d  a c c e s s  s e r v i c e ,  does  noc c u r r e n t l y  d i f f e r  
among LECs b eca u se  m anda to ry  p a r t i c i p a t i o n  by a l l  LECs in Che NECA common 
l i n e  t a r i f f  and  p o o l  r e s u l t s  in a uniform n a t io n w id e  CCL r a c e .  Due co 
v a ry in g  common l ine  cosc  r e c o v e r y  req u i re m en cs  among LECs, h o w e v e r ,  CCL 
r a c e s  w ou ld  v a r y  in  ch e  a b s e n c e  o f  p o o l i n g ,  p a r t i c u l a r l y  in r u r a l  and
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Chat che c h r e a c  o f  i n c e r a c a c e  c o l l  r a c e  d e a v e r a g i n g  ia in s ig n i f i c a n t  under  
Che Unicy 1-A poo l ing  p r o p o s a l .  NYHEX m a i n t a i n s  c h a t  once  che Unicy 1-A 
p lan  i s  f u l l y  Lnplemenced,  Che LTS fund would allow smaller LECs in Che pool 
Co c h a r g e  a CCL r a t e  chat  would noc exceed a non-pooler 's  effeccive CCL r a c e  
by more chan  $.01  p e r  a i n u c e  o f  u s e ,  an aaounc chac would minimize any r a c e  
d i s p a r i c i e s . '  R o c h e s t e r  a r g u e s  c h a c  d e a v e r a g i n g  p r e s s u r e s  r e s u l t i n g  from 
f a i r l y  smal l  d i f f e r e n c e s  in  CCL r a c e s  p r o b a b l y  a r e  o v e r s t a t e d ,  not ing chac 
even  chough t r a f f i c - s e n s i t i v e  c h a r g e s  p r e s e n t l y  vary  among LECs, AT&T has 
noc deave raged  ics incerscace  co l l  r a c e s .

*

106. The IXCs s u b m i t t e d  o n ly  minimal comments regarding proposed 
m o d i f i c a t i o n s  Co Che presenc mandatory common line pool.  AT&T did noce chac 
i f  che  e x i s c i n g  poo l ing  mechanism is  e l i m i n a t e d  o r  s u b s c a n c i a l l y  r e v i s e d ,  
and IXCs a r e  c h a rg e d  CCL r ace s  based upon che s tu d y -a r e a - s p e c i f i c  NTS coses  
o f  i n d i v i d u a l  LECs, ic  may be f o r c e d  co i n i t i a t e  c a r i f f  r ev is ions  r e f l e c t i n g  
g e o g r a p h i c a l l y  d e a v e r a g e d  i n c e r s c a c e  C o l l  r a c e s  in r e s p o n s e  co r a c e  
d e a v e r a g i n g  i n i t i a t i v e s  by ics  com pet i to rs  in che interexchange market .

107. Some s c a t e  co m m iss io n s ,  i n c lu d in g  Chose in che Discricc of  
C o lu m b ia ,  I l l i n o i s ,  F l o r i d a ,  a n d  P e n n s y l v a n i a ,  e x p r e s s  s uppo rc  f o r  che 
g e n e r a l  c o n c e p t  o f  m o d i f y i n g  c h e  c u r r e n c  m a n d a to ry  poo l ing  mechanism. 
F l o r i d a  i n d i c a t e s  chac a m a n d a to ry  p o o l  may be necessa ry  only Co supporc a 
h ig h  c o s c  fu n d .  P e n n s y lv a n i a  s u g g e s t s  Chac a l l  LECs should  move coward  
b i l l i n g  and c o l l e c t i n g  c h e i r  a c t u a l  c o s e s  o v e r  a reasonable  period o f  cime. 
O cher  s t a c e  commiss ions  ex p re s s  concern  chac depooling would harm u n iv e rs a l  
s e r v i c e  and lead  Co i n c e r s c a c e  Col l  r a c e  deaveraging,  and ques t ion  whether  
d e p o o l in g  would remove by p as s  i n c e n t i v e s *  Missouri  r eques t s  f u r t h e r  s tudy 
o f  p o o l i n g  a l t e r n a t i v e s , n o t i n g  c h a t  ic i s  noc n e c e s s a r i l y  opposed  co 
p o o l i n g  c h a n g e s  b u t  i s  c o n c e r n e d  c h a c  u n i f o r m  i n c e r s c a c e  c o l l  r a c e s  
c o n t in u e .

108. As n o c e d  p r e v i o u s l y ,  Vermont a d v o c a t e s  e l i m i n a t i n g  t h e  
c u r r e n t  m a nda to ry  common l i n e  p o o l in g  sys tem.-  Vermonc a s s e r t s  chac chis  
s y s t e m  is no l o n g e r  re laced  Co any r a t i o n a l  purpose and should be "dissolved  
wich no more chan a two y e a r  t r a n s i t i o n . " I ”  Vermont proposes to r ep la ce

c e r t a i n  o c h e r  a r e a s  of  t h e  c o u n t r y ,  w h e re  LEC common l i n e  c o s t  r e c o v e r y  
r e q u i r e m e n t s  cend to  be s i g n i f i c a n c l y  h i g h e r  chan che n a c i o n a l  a v e r a g e .  
S e v e r a l  commenters  e x p r e s s e d  c o n c e r n  chac in an environment in which LECs 
c a r i f f e d  CCL r a c e s  r e f l e c t  d r a m a t i c a l l y  d i f f e r e n t  common l i n e  c o s e s ,  IXCs 
mighc d e a v e r a g e  c h e i r  i n c e r s c a c e  c o l l  r a c e s ,  f o r c i n g  s u b s c r i b e r s  in r u r a l  
and o c h e r  h igh  c o s c  a r e a s  co sh o u ld e r  an inord inacely  high common line cosc 
recove ry  burden.

165 Vermont Comments ac 1-2.
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• 4 9 • • •
• ' *“• che p r e s e n c  a r r a n g e m e n t  w ish  a r e s t r u c t u r e d  h ig h  c o s c  fund thac  would be 

u sed  Co p r o v i d e  f i n a n c i a l  a s s i s t a n c e  co h igh  c o s c  LECsf in r u r a l  a r e a s  and 
Co e n c o u r a g e  such  LECs co modern ize Che i r  f a c i l i t i e s T o  q u a l i f y  f o r  
su p p o rc  a LEC would  have Co h ave  a composite  index ove r  115X o f  a nac iona l  
a v e r a g e  index  c o m p r i s e d  o f  t h r e e  e q u a l ly  weighted  f a c t o r s ;  (1 ) d e n s i t y ;  (2 ) 
HTS c o s t s ;  and (3) b a s i c  l o c a l  s e r v i c e  r a c e s . A c c o r d i n g  Co V erm o n t ,  
i t s  h igh  c o s t  fund would be " s u p p o r t e d  by (a] mandatory c a r r i e r  common l ine  
p o o l  c o n t r i b u t e d  t o  b y  a l l  c a r r i e r s  a n d  d i s t r i b u t e d  t o  q u a l i f y i n g  
companies."*®®

109. V erm onc  c l a i m s  t h a c  e l i m i n a t i o n  of  che e x i s c i n g  p o o l in g  
s y s t e m  would n o t  n e c e s s a r i l y  r e s u l c  in i n c e r s c a c e  c o l l  r a c e  d e a v e r a g i n g .  
F o r  s u c h  d e a v e r a g i n g  co o c c u r ,  Vermonc s t a t e s ,  two f a c t o r s  muse e x i s c .  
F i r s t ,  a c c e s s  c h a r g e s  muse r e f l e c t  h i g h e r  Chan average c o s e s .  Second,  "a  
d e c i s i o n  muse be  made c h a c  c o s e s  a s s i g n e d  t o  o r  c o l l e c t e d  from a c c e s s  
c h a r g e s  would noc be removed and p la ced  in  bas^c  r a c e s  t o  r e d u c e  a c c e s s  
c h a r g e s  . "169  Vermonc i m p l i e s  i t s  r e s t r u c t u r e d  h i g h  c o s c  fund would  
a d e q u a t e l y  a d d r e s s  che  r e s u l t s  o f  che  f i r s t  f a c c o r .  I n  a d d i t i o n ,  a 
fu n d a m e n ta l  a s s u m p t io n  ur d e r l y i n g  the  Vermont plan appears to  be chac LECs 
would be pe rm icced  t o  "choose" Co shifc to the  in c ra scace  j u r i s d i c t i o n  coses  
c u r r e n t l y  r e c o v e r e d  Chrough incerscace  access  ch a rg e s ,  and co recover  such 
c o s e s  chrough bas ic  loca l  exchange r a c e s .

110. S t a t e  consumer  c o u n s e l s ,  consumer  g ro u p s ,  and u s e r  groups  
had no commence s p e c i f i c a l l y  d i r e c t e d  Co pool ing i s s u e s .  Among' government 
a g e n c i e s ,  b o t h  DOJ and NTIA s u p p o r c  p o o l i n g  m o d i f i c a t i o n s , w ich  NTIA 
s p e c i f i c a l l y  e n d o r s i n g  che Unicy 1-A pooling proposa l .  DOJ and NTIA a s s e r t  
c h a t  p o o l i n g  e l i m i n a t e s  i n c e n t i v e s  fo r  e f f i c i e n t  o p e r a c i o n s .  NTIA a l s o

166 Vermonc  d i d  noc  p r o p o s e  a b l u e p r i n t  fo r  che t r a n s i t i o n  from che 
e x i s c i n g  p o o l  a r rangement to Vermont's r e s t r u c t u r e d  high c o s t  fund.

167 The p r o p o s a l  a l s o  c a l l s  fo r  " m an d a to ry "  c o n t r i b u t i o n s  co s u p p o rc  
v a r i o u s  p o l i c i e s  t h a c  have been recommended by Chis Jo inc  Board and adopted 
by che Commission, such  es che sch ed u le d  t r a n s i t i o n  co a 25 percenc bas ic  
i n t e r s t a t e  a l l o c a t i o n  f a c c o r  fo r  che j u r i s d i c t i o n a l  s e p a r a t i o n s  o f  NTS 
c o s t s .

168 Vermonc Comments ac 5.

169 I d .  a t  11.

170 S e e  i d ,  aC 11-12 .  Vermonc a l s o  a r g u e s  c h a t  i n t e r s t a t e  c o l l  r a c e s  
a l r e a d y  a r e  d e a v e r e g e d  on a de f a c t o  b a s i s  f o r  a v a r i e t y  o f  r e a s o n s ,  
i n c l u d i n g  th e  l a c k  of  equal  access  in c e r t a in  a r e a s .  I d .  a t  13.
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m a i n t a i n !  t h a t  m a n d a t o r y  p o o l i n g  ia  becoming i n c r e a s i n g l y  d i f f i c u l t  t o  
r e c o n c i l e - v i t h  t h e  development o f  competi t ion in th e  indus t ry .

B. Discussion

.1 1 1 .  As e x p l a in e d  more ful ly below, ve conclude t h a t  con t inua t ion  
.of.  t h e  p r e s e n t  m a n d a t o r y  n a t i o n w i d e  p o o l i n g  o f  common l i n e  c o s t s  and 
r e v e n u e *  .i* n o t  n e c e s s a r y  t o  a t t a i n  t h e  p u b l i c  i n t e r e s t  b e n e f i t s  t h e  
C om m iss ion  s o u g h t  t o  a c h i e v e  in  p r e s c r i b i n g  t h a t  a r r a n g e m e n t .  Ve a l s o  
c o n c l u d e  t h a t  i n c r e a s i n g  f e d e r a l  s u b s c r i b e r  l i n e  c h a r g e s ,  as  v e  a r e  
recom mending ,  w i l l  c r e a t e  enr oppor tun i ty  to rep lace  the ex i s t ing  system v i t h  
a  . l e s s  r e a t r i c t i v e  arrangement ,  one t h a t  v i l l  give LECs v i th d rav in g  from che 
poo l  i n c r e a s e d  i n c e n t i v e s  f o r  e f f i c i e n c y  v h i l e  preserv ing  the benef i ts  t h a t  
p o o l in g  p r o v i d e s  to  r u r a l  s u b s c r i b e r s  and o th e rs  served by high coac LECs. 
Of.' t h e .  a v a i l a b l e  a l t e r n a t i v e s ,  ve  find t h a t  the  Unity 1-A pooling framework,  

. a s - a l t e r e d *  and  c l a r i f i e d  b e l o v ,  s a t i s f i e s  p u b l i c  i n t e r e s t  r e q u i r e m e n t s .  
T h e r e f o r e ,  we recommend t h a t  the  Commission adopt  and implement our proposed 

’p o o l in g  m o d i f i c a t io n s .
• * * • *

1. Background
’ 1... *
\  112 . .  From t h e  o id -1 9 4 0 ' s  u n t i l  the advent  of access  cha rge s ,  most 

LECs r e c o v e r e d  t h e  b u lk  o f  t h e i r  i n t e r s t a t e  r evenue  requirement th rough a 
" p o o l i n g " ,  p r o c e s s  a d m i n i s t e r e d  by AT&T known as se t t l em en ts  and division  of  
r e v e n u e s .  This process  sometimes was r e f e r r e d  to  as a " p a r tn e r s h ip "  because 
i t  p e r m i t t e d  LECs t o  a c h i e v e  a u n i f o r m  r a c e  o f  r e t u r n  on C h e i r  
i n v e s t m e n t . 171 I t  a l s o  helped AT&T maintain a nat ionwide average t o l l  r a t e

171 The p r o c e s s  v a s  t h e  p r o d u c t  o f  i n t r a - c o r p o r a t e  agreements with in  the  
B e l l  Sys tem and i n t e r - c a r r i e r  agreements between AT&T and independent LECs. 
The p r o c e s s  e n t a i l e d  Che o p e r a t i o n  o f  a  formula t h a t  enab led  each LEC to  
r e c o v e r  i t s  e x p e n s e s  a s s o c i a t e d  v i t h  ch e  p r o v i s i o n  o f  AT&T's m a j o r  
i n c e r s c a c e  s e r v i c e s ,  p r i m a r i l y  HTS and VATS, plus a r e tu r n  based upon each 
LEC's p e r c e n t a g e  s h a r e  o f  t o t a l  in v e s t m e n t  a s s o c ia t ed  v i t h  th e se  s e r v i c e s .  
Monies  w e r e  t r a n s f e r r e d  m o n th ly  co r e f l e c t  che d i f f e r e n c e  b e tw e e n  che 
" p a r t n e r s h i p "  c h a r g e s  c o l l e c t e d  by eac h  LEC and i t s  s h a r e  o f  c o r a l  LEC 
r e v e n u e s .  The  t r a n s f e r  p r o c e s s  among Bel l  System Companies was c a l l e d  
" d i v i s i o n  o f  r e v e n u e s . "  The t r a n s f e r  p rocess  berween AT&T and independent 
LECs v a s  c a l l e d  " s e t t l e m e n t s . "  Ve r e f e r  to the se  processes  in che s ingu la r  
b e c a u s e  t h e y  w e re  d e s ig n e d  co ope ra te  aa a s ingle  system chat  produced che 
same r e s u l t  f o r  a l l  p a r t i c i p a t i n g  c o m p a n i e s .  See HTS and VATS Harkec 
S t r u c t u r e ,  Second Supplemental Notice o f  Inquiry  and Proposed Rulemaking, 77 
FCC 2d 224,  226-231 (1980)(Second Supplemental Notice) .
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s chedu le .

113. In  i t s  p r o c e e d i n g  examining the proper  marken s t r u c t u r e  for  
t h e  o f f e r i n g  o f  HTS and WATS s e r v i c e s ,  t h e  Commission determined t h a t  the  
" p a r t n e r s h i p "  p r b c e s s ,  as  i t  v a s  Chen s t r u c t u r e d ,  was inapp rop r ia te  fo r  the  
c o m p e t i t i v e  e n v i ro n m e n t  being fo s te r e d  in i n t e r s t a t e  s e r v i c e s .  Accordingly,  
t h e  C o m m iss io n  p r o p o s e d  t o  e l i m i n a t e  t h e  s e t t l e m e n t s  and  d i v i s i o n  o f  
r e v e n u e s  arrangement and r e p l a c e  i t  v i t h  the  access  charge plan*, pu rsuan t  to  
which t h e  i n t e r s t a t e  c o s t  a s s ig n m e n t  f o r  LEC p l a n t  used u» th e  o r ig i n a t i o n  
and  t e r m i n a t i o n ,  o f - i n t e r s t a t e  c a l l s  v o u l d  b e  r e c o v e r e d ,  by- t a r i f f e d
charges.172 .

» • ; t -:: ..
114.  When the -  Com m iss ion  o u t l i n e d  i t s  p r e s e n c .  a c c e s s  c o s c  

r e c o v e r y  f ramework  —• in which  switched access  c o s t s  a r e  recovered  chrough 
SLCs p a id  by end u s e r s  and c co l l e c t io n  o f  o th e r  r a t e  elements -assessed- upon 
I X C s ,  i n c l u d i n g  a CCL e l e m e n t  d e s i g n e d  t o . r e c o v e r  HTS c o s t -  a n d  
t r a f f i c - s e n s i t i v e  e l e m e n t s  d e s ig n e d  to  r e c o v e r  c o s t s  of  such LEC s e rv ic e s  
as  end o f f i c e  s w i t c h i n g  and l o c a l  t r a n s p o r t  —  t h e  Cosusission d e t e r m in e d  
t h a t  i t  was  n o t  a p p r o p r i a t e  t o  compel LEC p a r t i c i p a t i o n  in common t a r i f f  
and p o o l in g  a r r a n g e m e n t s  f o r  e a c h  o f  t h e s e  r a t e  e l e m e n t s .  17.3 j a  r e a c h in g  
t h i s  d e c i s i o n ,  t h e  Commission o b s e r v e d  t h a t  such  a r r a n g e m e n t s  would  be 
d e t r i m e n t a l  in c e r t a i n  r e s p e c t s  b e c a u s e  t h e y  would limit LEC f l e x i b i l i t y  to  
a c h i e v e  many o f  t h a  p r im a ry  o b j e c t i v e s  o f  t h e  a c c e s s  c h a rg e  plan,  namely, 
e f f i c i e n t  u s e  o f  l o c a l  n e t w o r k s ,  p r e s e r v a t i o n  o f  u n i v e r s a l  s e r v i c e ,  and 
p r e v e n t i o n  o f  uneconomic  b y p a s s .  17* H oreover ,  the Commission no te d , ,  many 
LECs did  n o t  w an t  t o  p a r t i c i p a t e  in s uch  a r r a n g e m e n t s  because th e y .v o u ld  
r e s u l t  in  c o s t / p r i c e  d i s t o r t i o n s  and  w o u ld  r e d u c e  c o s t  c o n t a i n m e n t

• 1 7 5i n c e n t i v e s .
. • • • * * * *

115. D e s p i t e  t h e s e  c o n c e r n s ,  t h e  Commission c o n c l u d e d  t h a t  a 
common t a r i f f  and p o o l in g  a r r a n g e m e n t  c o v e r i n g  t h e  CCL r a t e  e l em en t  was 
n e c e s s a r y  a t  t h a t  t i m e  b e c a u s e  L E C - s p e c i f i c  CCL r a c e s  might  g e n e r a t e

28.42

172 See i d .  a t  232-237.  The a d o p t i o n  o f  a sys tem o f  tariffed-, charges  for  
che. r e c o v e r y  o f  LEC i n t e r s t a t e  c o s t s  u l t im ate ly  became a mandated componenc 
o f  t h e  c o u r t - o r d e r e d  d i v e s t i t u r e  by AT&T of  i t s  wholly-owned LECs, che Bell 
O p e r a t i n g  C o m p a n ie s .  See Uni ted  S t a t e s  v .  AT&T, 552 F .S u p p .  131 (D.D.C. 
1982) ( M o d i f i c a t i o n  o f  F i n a l  Ju d g m e n t ,  MFJ), a f f ' d  sub nom. H a ry la n d  v .  
U ni ted  S c a c e s ,  460 U.S. 1001 (1983).

173 See Access  Charge O r d e r , supra note  4 ,  a t  326-330.

174 I d .  a t  281.

175 I d .
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s i g n i f i c a n t  p r e s s u r e s  upon IXCa co d e a v e r a g e  i n t e r a t a t a  c o l l  raCea .  The 
Commission i d e n t i f i e d  a number o f  r e a a o n a  why a common t a r i f f  and pooling 
a r r a n g e m e n t  would reduce deaveraging pressures. .  Foremoat among them waa the  
a b i l i t y  o f  auch  an a r r a n g e m e n t  to  l e v e l  o u t  o th e rw is e  s u b s t a n t i a l .  CCL r a t e  
d i s p a r i t i e s  t h a t  would r e s u l t  from che vary ing  c o a t  recovery needs o f  LECa 
w i th  h ig h  and low S u b s c r i b e r  P l a n t  F a c t o r s  (or  SPF),*7  ̂ high *nd low c o a t  
LECa, and LECa w i t h  d i f f e r e n t  embedded i n s i d e  w i r e  and CPE c o a t s .  W ?  The 
Commiss ion  a l s o  d e t e rm in e d  t h a t  a common t a r i f f  and  p o o l in g  a r r a n g e m e n t  
w o u l d  r e d u c e  C h e  a d m i n i s t r a t i v e  d i f f i c u l t y  o f  c a l c u l a t i n g  
p r e m i u n / n o n - p r e m i u m  a c c e s s  c h a r g e  d i f f e r e n c i a l s  t h a t  were  i n t e n d e d  to  
o f f - s e t  che  l a c k  o f  e q u a l  a c c e s s  f o r  a l l  IXCa t o  LEC f a c i l i t i e s  .178 The

176 The S u b s c r i b e r  P l a n t  F a c c o r  ia a bas is  fo r  appor t ion ing between s t a t e  
and i n t e r s t a t e  j u r i s d i c t i o n s  Che c o s c  o f  each  LEC's s u b s c r i b e r  loop p lan t  
u s e d  f o r  s w i t c h e d  s e r v i c e s .  47 C .F .R .  § 6 7 . 2 ( b ) ( 3 ) ( i v ) .  The u s e  o f  c h i s  
f a c c o r  f o r  j u r i s d i c t i o n a l  s e p a r a t i o n s  was recommended by the CC Docket No. 
18866 J o i n t  Board and a d o p t e d  by t h e  Commission in  1970. See S epara t ions  
P r o c e d u r e s ,  26 FCC 2d 248 (1970).  A c t in g  upon t h e  recommendat ion  o f  t h e  
CC Docket  No.  80-286 J o i n t  B oa rd ,  t h e  Commission in 1981 f r o z e  each  LEC's 
SPF and s u b s e q u e n t l y  e s t a b l i s h e d  a t r a n s i t i o n  schedule Chat u l t im a te ly  w i l l  
r e s u l t  in e a c h  LEC u s in g  25 p e r c e n t  a s  a  bas ic  i n t e r s t a t e  a l loca t ion  faccor  
f o r  p u r p o s e s  of  che j u r i s d i c t i o n a l  s e p a r a t i o n  o f  NTS c o s t s .  See Amendment 
o f  P a r c  67 o f  Che Commission's Rules and E s t a b l i s h m e n t  o f  a J o i n c  B o a rd ,  
Recommended Dec is ion  and O rd e r ,  CC Docket No. 80-286,  FCC 81-565,  re l e a s e d  
D ecem b er  14, 1981, a d o p t e d  by Commission 89 FCC 2d 1 (1982)(f rozen  SPF),  
a f f ' d  s u b  n o n . hCI  T e leco m m u n ica t io n s  Corp .  v .  FCC, 750 F.2d 135 (1984);  
Amendment o f  P arc  67 o f  che Commission's  Rules and Establishment of a J o in t  
Board ,  Second Recommended D e c i s io n  and Order,  48 Fed. Reg. 46,556 (1983),

Commis s i o n , 96 FCC 2d 781 ( 1 9 8 4 ) ( t r a n s  i t i o n  t o  25 j e r c e n t  
i n c e r s c a c e  a l lo ca t io n  f a c t o r ) .

177 The a c c e s s  c h a r g e  p lan  p rov ided  t h a t  che  CCL c h a rg e  would be che 
v e h i c l e  fo r  r e c o v e r i n g  LEC i n s i d e  w i r e  and embedded CPE c o s t s ,  which were 
b e i n g  r e m o v e d  from LEC r a t e  b a s e s  a c c o r d i n g  t o  c r a n s i t i o n a L  p hase -dow n  
s c h e d u l e s .  See Access  Charge O r d e r , s u p ra  n o t e  4,  a t  283-284; see  a l s o  
i n f r a  note 181.

178 At t h e  cime che access  charge plan was adop ted ,  premium access  charges  
w ere  d e s i g n e d  t o  r e f l e c t  c h e  " o p p o r t u n i t y  c o s c "  o f  p r e f e r r e d  a c c e s s  
a r r a n g e m e n t s .  A c c e s s  Charge O r d e r . 93 FCC 2d a t  286-287.  A com pulso ry  
common l i n e  t a r i f f  a n d  p o o l ,  t h e  Commission n r t e d ,  made i t  p o s s i b l e  to  
compute ch is  "oppor tun i ty  c o s t "  on a na t ionwide,  lump sum b a s i s ,  r a t h e r  chan 
on Che b a s i s  o f  s t u d y  a r e a s ,  w h e r e  d i f f e r e n c e s  in  che  q u a l i t y  o f  
i n t e r c o n n e c t i o n  v a r i e d  w id e ly  from p l a c e - t o - p l a c c  and from month-to-month .  
I d .  a t  329.
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Com m iss ion  c o n c l u d e d  c h a t  c o a o o n  t a r i f f  and poo l ing  a r r a n g e m e n t s  w e re  
u n n e c e s s a r y  f o r  t r a f f i c - s e n s i t i v e  switched access  charges because the  design 
o f  t h e s e  r a t e  e l e m e n t s  and t h e  s e p a r a t i o n s  methods  fo r  a p p o r t i o n m e n t  o f  
t r a f f i c - s e n s i t i v e  c o s t s  w e re  u n l i k e ly  to  r e s u l t  in LEC races  t h a t  v a r ie d  so 
widely  a s  t o  c a u s e  i n t e r s t a t e  co l l  r a t e  deaveraging.

-116. T h e  e s t a b l i s h m e n t  o f  a m a n d a t o r y  t a . r i f f  a n d  p o o l i n g  
a r r a n g e m e n t  n e c e s s i t a t e d  thac some, e n t i t y  be c r e a te d  t o  rep lace  AT&T in che 
r o l e  o f  p r e p a r i n g  t h e  t a r i f f  and a d m i n i s t e r i n g  the. p o o l  o a  b e h a l f  o f  a l l  

- p a r t i c i p a t i n g  LECs.» T h e r e f o r e ,  c h e  Commission e s t a b l i s h e d  NECA. The 
Commission a l so  observed that- che c rea t ion  of-NECA was necessa ry  to  make Che 
a c c e s s  c h a r g e  p l a n  w ork ,  b e c a u s e  most LECs had  n e v e r  f i l e d  a n y  k ind  o f  
i n c e r s c a c e  t a r i f f  and many w ere  noc prepared  to do so .  Even i f  th e  more 
chan 1400 LECs in t h i s  c a t e g o r y  cou ld  f i l e  i n t e r s t a t e  a c c e s s  t a r i f f s ,  che 
Comm iss ion  o b s e r v e d ,  i t  would be u nab le  to  r ev ie w  them in  a m e a n in g fu l  
f a s h io n .

2*. A n a ly s i s  & Recommendations

117. T h e ' i n i t i a l  d e c i s i o n  t o  compel a l l  LECs to  p a r t i c i p a t e  in a 
common t a r i f f  and p o o l i n g  a r r a n g e m e n t  r e g a r d i n g  t h e  CCL r a t e  element was 
d r i v e n  in  l a r g e  p a r t  by c o n c e r n s  t h a t  LEC-specific CCL charges  might r e s u l t  
in  d e a v e r a g e d  i n t e r s t a t e  t o l l  r a t e s .  Although che Commission p r e s c r i b e d  
m a n d a to ry  p o o l in g  a-s a means o f  resolving chese conce rns ,  ic recognized cha t  
Che e f f e c t s  o f  p oo l ing  a r e  noc e n t i r e l y  b e n e f i c ia l .  Aa noted in the  acc es s  
c h a r g e  p r o c e e d i n g ,  f o r  e x a m p l e ,  p o o l i n g  l i m i t s  LEC c o s t  r e c o v e r y  
f l e x i b i l i t y ,  e s t a b l i s h e s  eco n o m ica l ly  i n e f f i c i e n t  c o s t / p r i c e  d i s t o r t i o n s ,

' and r e d u c e s  LEC i n c e n t i v e s  co c o n t a i n  c o s t s .  M o r e o v e r ,  a s  n o t e d  by 
commente rs  in Chis p r o c e e d i n g ,  pooling  may e x a c e r b a t e  uneconomic  b y p a s s  
i n c e n t i v e s  in  low cosc a r e a s .  In eva luat ing the pooling proposals-  p re sen te d  

’ to c h i s  J o i n c  B o a r d ,  t h e r e f o r e ,  we must d e t e r m in e  w h e t h e r  che  b e n e f i t s  
o bca ined  chrough che cur renc  system s t i l l  outweigh the c o s t s  imposed by chac 
system.

118. I t  i s  c l e a r  t h a c  t h e  s p e c i f i c  p r e s s u r e s  t h a t  p rompted  
c o n c e r n s  t h a t  L E C -sp ec i f ic  CCL r a t e s  might  r e s u l t  in s h a r p l y  d e a v e r a g e d  
i n t e r s t a t e  Coll  r a t e s  v i l l  be s i g n i f i c a n t l y  d im in ished  in t h e  n e a r  f u t u r e  
f o r  a number of  r e a s o n s .  F i r s c ,  cosc recovery d i s p a r i t i e s  between LECs wich 
high and low SPFs a r e  be ing  r e d u c e d  by che Commission's  d ec i s io n  to  adopt  
our recommendat ion  t o  move coward a 25Z bas ic  i n t e r s t a t e  a l lo c a t io n  f a c t o r  
f o r  p u r p o s e s  o f  che j u r i s d i c t i o n a l  s e p a r a t i o n s  o f  NTS c o s e s . *8 ° S e c o n d ,

179 I d .  a t  332-333.

180 See Amendment o f  P a r t  67 of  che  Commission's Rules and Establishment
of  a J o i n c  B oa rd ,  CC Docket  No. 80-286,  Second Recommended D e c i s io n  and
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che t r a n s i t i o n  sc h e d u le  fo r  che removal of  embedded CPE from LEC r a t e  bases 
i s  l a r g e l y  c o m p l e t e d ,  a n d  t h e  sch ed u le d  removal  o f  i n s i d e  w i r e  is  v e i l  
u n d e r w a y . *81 T h i r d ,  in  l i g h t  o f  s u b s e q u e n t  c h a n g e s  i n  t h e  method of  
c a l c u l a t i n g  t h e • premium/non-premium access charge d i f f e re n c ia l ,  the  concerns  
e x p r e s s e d  a b o u t  t h e  d i f f i c u l t i e s  of  c a lcu la t ing :  t h e  "op o r t u n i t y  c o s t "  of 
premium a c c e s s  arrangements never materialized.^“2

O r d e r ,  48 F e d .  R e g .  46,556 (1983),  a d o p t e d  by Commission . 96 FCC 2d 781 
(1984) . '

181 In  a c c o r d a n c e  v i t h  t h e  Commission's ru les  and n r d e r s ,  LECs have been 
phas ing  o u t  t h e i r  embedded CPE investment (Accounts 134 and 231) and reLated 
e x p e n s e s ,  f r o z e n  a s  o f  December 31,  1982, by 1/60 each  month u n t i l  su ch  
in v e s t m e n t  and expenses a r e  reduced to  zero.  See Amendment -of Parc 67 of  che 
C o m m is s io n ' s  R u l e s  and E s t a b l i s h m e n t  o f  a J o i n t  B o a r d ,  CC Docke t  No. 
80-286 ,  D e c i s i o n  a n d  O r d e r ,  89 FCC 2d 1, m o d i f i e d . 90 FCC 2d 52 (1982).  
This  s c h e d u l e  v i l l  be com ple ted  a t  che end of  1987. See 1986 Annual Access 
T a r i f f  O r d e r ,  Mimeo No. 1251, r e l e a s e d  December 24, 1986, a t  p a ra .  25 (1986 
A n n u a l  A c c e s s  T a r i f f  O r d e r ) ;  47 C .F .R .  § 67.153.  The a m o r t i z a t i o n  o f  
embedded i n s i d e  w i r e  v a s  o r d e r e d  by che Commission in 1981. See Amendment 
of P a r c  31,  85 FCC 2d 818,  828-829 (1981).  A s t a f f  a n a l y s i s  o f  1985 d a t a  
s u b m i t t e d  to  che Commission by a l l  LECs v i t h  an n u a l  o p e r a t i n g  revenues in 
e x c e s s  o f  $1 m i l l i o n  s h o w s  t h a t ,  a s  o f  t h e  e n d  o f  1986, s c h e d u l e d  
a m o r t i z a t i o n  is  approximate ly 60 percent: completed.  See Annual Reports  Form 
M, f i l e d  December 31,  1985, a t  S chedu le  14A (deprec ia t ion  r e s e r v e s ) .  Based 
upon an a n a l y s i s  o f  s i m i l a r  LEC d a t a  su b m i t ted  to  t h e  Commission in 1986, 
ve e s t i m a t e  t h a c  t h e  a m o r t i z a t i o n  of  embedded inside wire w il l  be more chan 
90 p e r c e n t  completed by the  end of  1989.

182 As n o t e d  p r e v i o u s l y ,  s u p r a  n o t e  178, t h e  Commission concluded in the  
Access Charge  O rd e r  t h a t  AT&T should be a s s e s s e d  a c h a r g e  r e f l e c t i n g  che
" o p p o r t u n i t y  c o s c "  o f  c h e  premium a c c e s s  it.  r e c e i v e d  from LECs. Upon
r e c o n s i d e r a t i o n  of  che Access Charge O rder , che Commission concluded t h a t  a 
more r e a s o n a b l e  and a c c u r a t e  measure  of che "oppor tun ity  c o s t "  or  value of 
premium a c c e s s  would be a c h i e v e d  by p rov id ing  IXCs r e c e i v i n g  non-premium 
a c c e s s  a d i s c o u n t  o f  55 p e r c e n t  appl ied to che CCL r a t e .  See MTS and WATS 
H a r k e t  S t r u c t u r e ,  on r e c o n s  i d e r a c  i o n . 97 FCC 2d 682, 723-735 (1983) .  
F i n a l l y ,  a f t e r  d e t e rm in in g  t h a t  an o p p o r t u n i t y  c o s t  a n a l y s i s  was sound in 
c o n c e p t  b u t  i m p r e c i s e  in  o p e r a t i o n ,  Che Commission e s t a b l i s h e d  a t o t a l  
d i f f e r e n c i a l  f o r  a l l  r e l e v a n t  a c c e s s  e l e m e n t s  b a s e d  on t h e  c o c a i  
d i f f e r e n c i a l  p roduced  by che Exchange Network  F a c i l i t i e s  f o r  I n t e r s t a t e  
Access  (ENFIA) t a r i f f s  th e n  in e f f e c t .  See MTS and WATS Market S t r u c t u r e ,  
on f u r t h e r  rie c on s id  e r a  c i o n  . 97 FCC 2d 834, 852-063 (1 9 8 4 ) ,  a f f ' d  i n  
p r i n c i p a l  p a r t  and r e m a n d e d  in  p a r t  on o c h e r  g r o u n d s . N a t ' l  Ass 'n  o f  
R e g u l a t o r y  Comm'rs v.  F .C .C.,  737 F.2d 1095 (D.C. Cir.  1984), c e r t ,  denied ,  
105 S.  C t .  1224, 1225 (1985).



119* A f o u r t h ,  end v e ry  im p o r t a n t ,  f a c t o r  t h a t  shou ld  d imin ish  
p r e s s u r e s  t o  d e a v e r a g e  i n t e r s t a t e  t o l l  r a t e s  i s  t h a t  th e  t o t a l  aaounc of  
comaon l i n e  UTS c o s t s  to  be recovered chrough usage-based CCL r a t e s  v i l l  be 
r ed u ce d  i f  t h e  Commission adopts our recommendation to  inc rease  the ce i l ing  
on i n t e r s t a t e  s u b s c r i b e r  l i n e  c h a r g e s ,*83 This r e d u c t i o n  i s  im p o r t a n t  
b e c a u s e  t h e  a g g r e g a t e  CCL r e v e n u e  r e q u i r e m e n t ,  a s  m a n i f e s t  i n  t h e  
i n d u s  t r y - w i d e  CCL r a t e ,  r e f l e c t s  t h e  d e g r e e  o f  p o t e n t i a l  CCL r a t e  
d . s p a r i t i e s  C ha t  c o u l d  o c c u r  in t h e  a b s e n c e  of  p o o l i n g .  I n  1984, f o r  
e x a m p l e ,  ch e  y e a r  in  w h i c h  t h e  CCL r a t e  f i r s t  became e f f e c t i v e ,  t h e  
i n d u s t r y - v i d e  r a t e  was  q u i t e  h igh  — $.0324 p e r  minute  o f  u i e . ^  Upon 
im p le m e n ta t io n  o f  che $3.50 s u b s c r i b e r  l i n e  ch a rg e  in 1989, h o w e v e r ,  che 
a v e r a g e  CCL r a t e  ( o r i g i n a t i n g  and te rm ina t ing )  is l ikely to  be s ig n i f i c a n t ly  
l o w e r  c h a n  t h e  1984 r a t e  —  a p p r o x i m a t e l y  $ .02 p e r  m i n u t e  o f  u * e . 18$ 
T h e r e f o r e ,  a l t h o u g h  a p p r o x i m a t e l y  50 p e r c e n t  o f  t h e  t o t a l  i n c e r s c a c e  
a l l o c a t i o n  o f  l o c a l  exchange  f ixed  c o s t s  wil l  continue to be recovered from 
IXCs e v e n  a f t e r  o u r  reeommeade tiona  a r e  implemented,  Che e f f e c t s  o f  CCL 
r e v e n u e  r e q u i r e m e n t  r e d u c t i o n s ,  combined w i th  t h e  e f f e c t s  o f  t h e  ac t io n s  
d i s c u s s e d  i n ' C h e  p r o c e e d i n g  p a r a g r a p h  c h a t  a r e  s t e a d i l y  m i t i g a t i n g  
c o s t - r e c o v e r y  d i s p a r i t i e s  Among LECs,  make i t  a p p e a r  u n l i k e l y  c h a c  
L E C -spec i f ic  CCL r a t e s  would g e n e r a t e ,  on an i n d u s c r y  b a s i s ,  s i g n i f i c a n t  
p r e s s u r e s  to deaverage i n t e r s t a t e  t o l l  r a t e s .

120.  A g a i n s t  t h i s  b a c k g r o u n d ,  v e  f i n d  t h a t  t h e  C om m iss ion  
p r e s c r i p t i o n  s u p p o r t i n g  c h e  p r e s e n x  common l i n e  t a r i f f  a n d  p o o l i n g  
a r r a n g e m e n t  i s  b r o a d e r  th a n  i s  r e q u i r e d  to  a c h i e v e  t h e  p u b l i c  i n c e r e s t  
b e n e f i t s  che Commission in tended  :o secure by thac  p r e s c r ip t i o n .  Moreover,

183 R eco v e r in g  th e  c o s t s  o f  l i f e l i n e  and h igh  cosc a s s i s c a n c e  programs 
th ro u g h  f l a t - r a t e  charges  as ses sed  on IXCs, as  we recommend s u p ra , al so wil l  
s l i g h t l y  reduce  the  CCL revenue requirement.

184 .£.£.£ NECA T a r i f f  F . C . C .  N o .  1, e f f e c t i v e  May 24, 1984; s e e  a Lso 
I n v e s t i g a t i o n  o f  A c c e s s  and D i v e s t i t u r e  R e la ted  T a r i f f s ,  CC Docket  No. 
78-72,  Phase I ,  CC Docket No. 83-1145,  Phase I ,  FCC 84-201, re leased  May 15, 
1984, a t  p a ra .  79.

185 S e e  NECA P o o l i n g  D a t a  R e q u e s t ,  A t tachm en t  C I I I ,  Column C, f i l e d  
S ep tem ber  2,  1986 (1989 i n d u s t r y - w i d e  CCL r a t e  e s t im a te d  to  be $.0167 per 
minute  o f  u s e ) .  Ue a r e  u s i n g  an es t imate  of  $.02 for  the 1989 CCL r a t e ,  as  
opposed  to che NECA e s t i m a t e  o f  $.0167,  b e c a u se  NECA's e s t i m a t e  is based 
on a $4.00 s u b s c r i b e r  l i n e  c h a rg e  and has noc been ad jus ted  to  account  for ,
i n t e r  a l i a , g r o w th  or  t h e  s t im ula t ive  e f fec t s  o f  ove ra l l  revenue requirement 
r e d u c t io n s .
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ve c o n c l u d e  t h e e  i t  i a  u o c  in c h e  p u b l i c  i n t e r e s t  t o  c o n t i n u e  c h a c  
a r r a n g e m e n t  aa c u r r e n t l y  s t r u c t u r e d ,  and t h a t  to  do so v o u ld  p r e s e n t  an 
u n n e c e s s a r y  impediment to  che a t t a i n m e n t  o f  c e r t a i n  fundamental p r inc ip les  
o f  t h e  a c c e s s  c h a r g e  p l a n ,  p a r t i c u l a r l y  t h e  promot ion o f  i n c e n t i v e s  to 
c o n t a i n  c o a t s  and t h e  e l i m i n a t i o n  o f  econom ica l ly  i n e f f i c i e n t  c o s t / p r i c e  
d i s t o r t i o n s .

121.  O u r  c o n c l u s i o n . t h a t  t h e  e x i s t i n g  a r r a n g e m e n t  i s  more  
c o m p r e h e n s i v e  t h a n  n e c e s s a r y  d o e s  n o t  mean t h a t  i t  i s  u n n e c e s s a r y  co 
c o n t i n u e  some form o f  common t a r i f f  and poo l ing  arrangement in che f u t u r e .  
To Che c o n t r a r y ,  d e p o o l i n g p a r t i c u l a r l y  p r e c i p i t o u s  d e p o o l in g ,  could 
a d v e r s e l y  a f f e c t  che t e l e c o m m u n ic a t io n s  m a rk e tp l a c e  and cause hardship  in 
many a r e a s  o f  t h e  c oun t ry ,  fo r  r a te p ay e r s  and LECs a l ik e .  For example, even 
v i t h  t h e  a c t i o n s  t a k e n  by c h i s  J o i n t  Board end t h e  Commission in r e c e n c  
y e a r s  t o  r e d u c e  c o s c - ' r e c o v e r y  d i f f e r e n t i a l s  among LECs,' HTS loop c o s t s  v i l l  
c o n t i n u e  t o  v a r y ,  o f t e n  s i g n i f i c a n t l y ,  from s c u d y - a r e a - t o - s t u d y - a r e a  and 
f rom  i t a c e - t o - s t a t t . ^ ^  A b se n t  some form of  poo l ing  and a long te rm 
s u p p o r t  a r r a n g e m e n t  among a l l  LECa, c h e s e  v a r i a t i o n s  m ig h t  im pose  
i n o r d i n a t e l y  h igh  HTS c o s t  r e c o v e r y  bu rdens  on r u r a l  and o t h e r  high coac 
s u b s c r i b e r s .  Unlimited  depooling might al so  presenc a b a r r i e r  to  e n t r y  inco 
th e  i n t e r s t a t e  t o l l  m arke t  by c u r t a i l i n g  Che i n c e n t i v e s  and che a b i l i t y  of  
n e v  e n t r a n t s  t o  e s t a b l i s h  u b i q u i t o u s ,  n a t i o n v i d e  n e t v o r k s .  Depooling 
c e r t a i n l y  v o u ld  e l i m i n a t e  t h e  many s i g n i f i c a n t  b e n e f i t s  smal l  LECs en joy  
u nder  Che c u r r e n c  syste t i ,  including s u b s t a n t i a l l y  reduced r i sks  and a s teady  
i n c e r s c a c e  r e t u r n  on i n v e s t m e n t . F i n a l l y ,  immediate depoo l ing  v o u ld  
c r e a t e  s i g n i f i c a n t  a d m i n i s t r a t i v e  d i f f i c u l t i e s  for  the hundreds of  LECs chac 
have n e v e r  b e f o r e  f i l e d  i n t e r s t a t e  C a r i f f s ,  and fo r  t h e  Commission, which 
would h a v e  t o  r e v i e w  t h e m .  T h e r e f o r e ,  v e  do noc  recommend Chat  che 
e x i s c i n g ,  com pulso ry  coeimon t a r i f f  and poo l ing  arrangement be resc inded  in 
t o t o . We recommend i n s t e a d  t h a t  t h e  c u r r e n t  arrangement be rep laced wich 
one of  a more f l e x i b l e  n a t u r e  t h a t  p r e s e r v e s  t h e  public i n t e r e s t  bene f i t s  
o f  t h e  c u r r e n c  a r r a n g e m e n t  and l i m i t s  t h e  Commission p r e s c r i p t i o n  to  che 
ach ievem en t  of  th ose  b e n e f i t s .

186 See  HECA Submiss ion  o f  C u r r e n t  View of 1984 U n iv e r s a l  S e r v i c e  Fund 
D a ta ,  S t a t e  Summary o f  IJnseparaced Revenue Requirement Per Loop, CC Docket 
Ho. 80-286 ,  f i l e d  September  2, 1986, ac Tab 3. According co chis d a t a ,  for 
example ,  a v e r a g e  u n s e p a r a t e d  revenue  requirement, per  loop in Massachusetts  
i s  $139.62,  w h i le  in  Arkansas the  average unsepara ted  revenue requirement is 
$303.65.

187 S e e  R e g u l a t i o n  o f  S m a l l  T e l e p h o n e  Com pan ies ,  Hocice of  P roposed  
Rulemaking,  CC Docket  Ho.  86-467,  FCC 86-537 ( r e l e a s e d  December 12, 1986) 
(Small C a r r i e r  Regulation Order) .

• 71 -
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122. H o n e  o f  C he  v a r i o u s  p r o p o s a l s -  s u b m i t t e d  f o r  o u r  
c o n s i d e r a c i o a  i s  c o m p le t e ly  in  harmony w i t h  o u r  recommendation.  We cannot  
s u p p o r c  ch e  Bell  Aclancic and New J e r s e y  proposals  because they  con templa te ,  
e s s e n t i a l l y ,  an e n d  Co a l l  p o o l i n g  in  Che n e a r  f u t u r e .  A l t h o u g h  Che 
s u p p o r t e r s  o f  Chese p r o p o s a l s  a r e  c o r recC  Chat  an end Co p o o l in g  would 
r e d u c e  uneconomic b y p a s s  i n c e n t i v e s  in c e r t a i n  a r e a s  o f  Che c o u n t r y  and 
i n c r e a s e  economic e f f i c i e n c y ,  Che e l im i n a t io n  of  pooling could have adverse  
c o n s e q u e n c e s  for  r a t e p a y e r s  in r u r a l  and o th e r  high c o s t  a r e a s .

123. F o r  s e v e r a l  r e a s o n s ,  we a l s o  d e c l i n e  to  recommend adoption 
o f  t h e  p o o l in g  m o d i f i c a t i o n s  p ro p o s e d  by Vermont.  F i r s t ,  a l though Vermonc 
p r o p o s e s  to  r e p l a c e  t h a  c u r r e n c ' pooling arrangement w i th  a r e s t r u c t u r e d  high 
c o s t  f u n d ,  Vermonc has- n o t  p r o v id e d  s u f f i c i e n t  d e t a i l  abou t  the  n a t u r e  o r  
o p e r a t i o n  of  t h e  r e s t r u c t u r e d  h igh  c o s t  fund to  permit us  to  conclude t h a t  
i t  would be a r e a s o n a b l e  r ep lacem en t  fo r  che. c u r r e n t  a r rangement.  Second,  
and  m o re  i m p o r t a n t l y ,  i t  a p p e a r s  t h a t  a  p r im ary  component  o f  t h e  p l a n ' s  
m e th o d  o f  p r e s e r v i n g  w h a t  we have i d e n t i f i e d  as  a major  b e n e f i t  o f  Che 
c u r r e n c  p oo l ing  a r r a n g e m e n t  —  av o id in g  a  s i t u a t i o n  in  w h ich  in o rd in a te ly  
h ig h  i n t e r s t a t e  NTS cosc recovery  burdens a r e  placed on r u r a l  and o t h e r  high 
c o s t  s u b s c r i b e r s  —  is  t o  g r a n t  LCCs t h e  f le x ib i l i ty  to  s h i f t  c o s t s  between

; i n t e r s t a t e  and i n t r a s t a t e  j u r i s d i c t i o n s ,  w i th  accompanying ad justments  to  
i n t e r s t a t e  a c c e s s  and bas ic  lo c a l  s e rv ice  r a t e s .*88 The provis ion  o f  such
f l e x i b i l i t y  would r e q u i r e  fu n d am e n ta l  change  in  t h e  c u r r e n t  j u r i s d i c t i o n a l  

■ s e p a r a t i o n s  p r o c e s s ,  a change Chat we do not  bel ieve is w a r ran ted  and Chat 
c l e a r l y  i s  beyond che scope of che i n s t a n t  proceeding.

124. T h e  U n i t y  1-A p r o p o s a l  a l s o  s u f f e r s  f r o m  s e v e r a l  
i n f i r m i t i e s ,  b u t  c h e s e  r e l a t e  more t o  t h e  d e t a i l s  o f  Che p ro p o s a l  than to  
i c s  d e s i g n .  The fu n d a m e n ta l  fr amework  o f  the  p roposa l  —  the  phase -ou t  of  
r e g i o n a l  fund t r a n s f e r s  among LECs due to  pooling,  th e  es tab l ishment of  LTS 
f u n d i n g  f o r  LECs r e r a i n i n g  in t h e  NECA CCL p o o l ,  and che o p p o r t u n i t y  to  
p r o v id e  LECs w i t h  NTS cosc recovery  f lex ib i l i ty  — is sound.

125. A majo r  b e n e f i t  o f  che l im i t e d  pooling arrangement proposed 
in  U n i t y  1-A i s  t h e  e s t a b l i s h m e n t  o f  i n c r e a s e d  i n c e n t i v e s  f o r  LECs 
w i th d ra w in g  from che NECA t a r i f f  t o  reduce c o s t s  and improve the  e f f ic iency  
o f  c h e i r  o p e r a t i o n s .  Under che c u r r e n c  poo l ing  a r rangem enc ,  che benef i t s  
of  a s i n g l e  LEC's e f f o r t s  Co r e d u c e  c o s e s  o r  inc rease  eff ic iency a r e  shared  
wich a l l - o c h e r  LECs in che p o o l .  Reducing  che d e g re a  of  mandatory pooling 
p a r t i c i p a t i o n ,  on  ch e  o c h e r  h a n d ,  c r e s C e s  i n c e n t i v e s  t o  i n t r o d u c e  
e f f i c i e n c i e s  and c o s t - c u t t i n g  measures because non-pooling LECs tak ing  such 
a c t i o n s  w i l l  be ab le  co b e n e f i t  from them d i r e c t l y ,  Chrough co r responding  
r e d u c t i o n s  in  c h e i r  CCL c h a r g e s .  L i m i t e d  p o o l i n g  w i l l  a l s o  e l i m i n a t e

188 See Vermonc Comments ac 11-12.
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compuLsory r i s k  s h a r i n g  among che LECs chac withdraw from Che NECA c a r i f f ,  
as  w e l l  a s  che Che approximacely $600 million supporc c r a n s f e r  among che che 
l a r g e s c  LECs due co p o o l i n g .  Hose o f  che LECs Chac Unicy 1-A r e p r e s e n t s  
w i l l  w ichdraw  from che NECA c a r i f f  and p oo l  in 1988 have more Chan 300,000 
a c c e s s  l i n e s  and $150 mill. '  .i in a n n u a l  o p e r a t i n g  r e v e n u e s .  ^ 9  N o  evidence  
has been p r e s e n t e d  in c h i s  p roceed ing ,  nor  a re  we aware of  any,  chac would 
p r o v i d e  a b a s i s  f o r  c o n c l u d i n g  c h a c  LECs o f  c h i s  s i z e  f a c e  r i s k s  
s u f f i c i e n t l y  l a r g e  c h a t  Che p u b l i c  i n t e r e s t  r equ i re s  them co p a r t i c i p a t e  in 
r i s k  s h a r i n g  ( i . e . . p o o l i n g )  a r r a n g e m e n t s .  H o reover ,  as noted p rev io u s ly ,  
Che co m b in a t io n  o f  a c t i o n s  a l r e a d y  caken by che Commission ac our  r e q u e s t ,  
and ch o se  recommended h e r e i n ,  s u b s t a n t i a l l y  r e d u c e  Che need  co c o n t i n u e  
poo ling  supporc t r a n s f e r s  among chese LECs.

126. By e s t a b l i s h i n g  an in c r a - in d u s t r y  supporc mechanism enabling 
LECs rem a in ing  in Che CCL pool Co charge a CCL r a t e  no h igher  Chan Che r a t e  
chac would p r e v a i l  i f  m a n d a to ry  poo l ing  o f  a l l  CCL c o s t s  w e re  ma in ta ined ,  
che  p r o p o s e d  U nicy  1-A f r a m e w o r k  a l s o  a d d r e s s e s  c o n c e r n s  a b o u t  che 
p o c e n c i a l l y  a d v e r s e  im pac ts  o f  poo l ing  m o d i f i c a t i o n s  on r u r a l  and o c h e r  
s u b s c r i b e r s  s e r v e d  by h igh  cosc  LECs. The adoption of  Chis aspecc of  Unicy 
1-A i s  i m p o r t a n t  b e c a u s e  ic  w i l l  e n s u r e  chac t h e  b e n e f i t s  a t t a i n e d  by 
p e r m i t t i n g  c e r t a i n  LECs co w ichdraw  from Che e x i s t i n g  pooling ar rangement 
w i l l  n o c  be  o u t w e i g h e d  by Che p o c e n c i a l l y  n e g a t i v e  a f f e c t s  o f  s u c h  
w i t h d r a w a l s  on r a t e p a y e r s  t h r o u g h o u t  che c o u n t r y ,  and p a r t i c u l a r l y  chose 
r a t e p a y e r s  s e r v e d  by LECs c h a t  c o n t i n u e  co p a r t i c i p a t e  in che NECA CCL 
t a r i f f .1*0

127. I n  a d d i t i o n  t o  e n s u r i n g  c h a t  r u r a l  and o c h e r  h ig h  c o s c  
s u b s c r i b e r s  a r e  s h i e l d e d  from ino rd ina te ly  high NTS c o s t  recovery  bu rdens ,  
che Unicy !-A long cerm s u p p o rc  mechanism should  p ro v e  to be an e f f e c t i v e  
bu lw ark  a g a i n s t  p r e s s u r e s  co deaverage  in c e r s t a c e  co l l  r a c e s .  We n o te ,  for  
example ,  t h a t  Che e s t i m a t e d  1993 CCL charge of LECs remaining in th e  common 
l i n e  p o o l  c o u l d  be a p p r o x i m a t e l y  $.01 pe r  m inu te  o f  u s e  a n d ,  t h e r e f o r e ,  
ccu ld  noc ex c e e d  che low es t  poss ib le  non-pooled LEC CCL charge by more than  
chac a m o u n t . T h i s  p o t e n t i a l  1993 r a t e  d i s p a r i t y  i s  l e s s  chan e x i s c i n g  
d i s p a r i t i e s  among t h e  LECs'  t r a f f i c - s e n s i t i v e  c h a r g e s ,  which  have  noc 
p ro d u c e d  i n c e r s t a c e  c o l l  r a t e  d e a v e r a g i n g . H o r e o v e r ,  i t  is u n l i k e l y

189 See infra  note  197.

190 See supra p a ra .  121.

191 NECA P o o l i n g  Daca  R e q u e s t ,  A c t a c h m e n c  C I I I ,  C o m p a r a t i v e  O ata
A n a l y s i s ,  Company S p e c i f i c  S t a c e  by S t a t e  R e s u l t s ,  Y e a r  1993, f i l e d  
September 2,  1986, a t  Column C.

192 F o r  e x a m p l e ,  in  O c t o b e r  o f  1986, t h e  c o m b in e d  c r a f f i c - s e n s i c i v e
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Chat s i g n i f i c a n t  p r e s s u r e  to  d e a v e r a g e  i n t e r s t a t e  t o l l  r a t e s  w i l l  r e s u l t  
from p o t e n t i a l  d i f f e r e n c e s  be tw ee n  th e  pooled NECA CCL r a t e  and non-pooled 
CCL r a t e s  h i g h e r  t h a n  c h e  NECA r a t e .  This  i s  so f o r  s e v e r a l  r e a s o n s .  
F i r s t ,  s m a l l e r  LECs w ich  c o s t  r e c o v e r y  r e q u i r e m e n t s  s u f f i c i e n t  Co produce 
v e r y  h ig h  CCL r a t e s  have l i t t l e  incen t ive ,  for  t h a t  very  rea son ,  to  withdraw 
from t h e - t h e  NECA common l i n e  C a r i f f  and poo l ing  a r r a n g e m e n t .  Second ,  a 
n o n - p o o l i n g  .h o ld in g  company w i th  a mixture of  high and low c o s t  s tudy  a rea s  
would be  a b l e  t o  l o w e r  e x t r e m e  CCL r a t e  " p e a k s "  among c h e s e  a r e a s  ay 
t a r i f f i n g  a  s i n g l e , ,  a v e r a g e d  CCL r a t e  co v e r in g  some o r  a l l  t h e s e  a r e a s ,  as  
p e r m i t t e d  by t h e  Coemisaion's Bu ie s .*93

S
128* A l though  t h e  f ramework  o f  t h e  Unity 1-A pooling p roposa l  is 

s o u n d ,  we b e l i e v e ,  a s  n o t e d  ab o v e ,  t h a t  i t  sh o u ld  be modif ied  in c e r t a i n  
r e s p e c t s .  B e fo re  d i s c u s s i n g  o u r  own recommendat ions  in t h i s  r e g a r d ,  we 
f i r s t ,  d i s c u s s  s e v e r a l  m o d i f i c a t i o n s  s u g g e s t e d  by p a r t i e s  commenting on che 
p r o p o s a l .  -

129-  The f i r s t  s u g g e s t i o n  r a i s e d  by commenters  i s  t h a t  upon 
c o m p le t io n  o f  t h e  t r a n s i t i o n a l  supporc payment schedule,  LECs chac have been 
r e c e i v i n g  t r a n s i t i o n a l  supporc be excused from long term supporc ob l iga t ions  
i f  payment o f  long t e rm  s u p p o rc  r e q u i r e s  them t o  charge a CCL r a c e  h ighe r  
chan t h e  NECA CCL r a c e .  I n  our view, adopting th i s  proposal  would e s t a b l i s h  
an i n c e n t i v e  f o r  n o n - p o o l i n g  LECs, p a r t i c u l a r l y  chose  wich CCL races  n e a r  
t h e  NECA r a c e ,  t o  i n c r e a s e  c h e i r  c o s t s  in an e f f o r t  t o  q u a l i f y  f o r  r e l i e f  
f rom.LTg p a y m e n t s .  We have been provided no sound reason to e s t a b l i s h  such 
an i n c e n t i v e ,  w h i c h  r u n s  c o u n t e r  co o u r  g o a l  o f  i n c r e a s i n g  LECs1 c o s t  
c o n t a i n m e n t  i n c e n t i v e s  t h r o u g h  pooLing modificat ions.  There fore ,  we r e j e c t  
t h i s  s u g g e s t io n .

+

130. The second, s u g g e s t i o n  r a i s e d  by cooinenters i s  chac LECs be 
p e r m i t t e d  t o  e v a l u a t e  on a s t u d y - a r e a - b y - s t u d y - a r e a  b a s i s  w h e t h e r  to  
p a r t i c i p a t e  in t h e  modif ied  NECA pooling  arrangement we a re  proposing.  We 
r e j e c t  Chis s u g g e s t i o n  b e c a u se  i t  q u i t e  l ikely  would caure LECs to  wichdraw 
on ly  Che i r  low c o s t  s t u d y  a r e a s  from t h e  pool .  This would r e s u l t  in mere

s w i t c h e d  c h a r g e s  a s s e s s e d  upon  IXCs p e r  minute  of  use  by P a c i f i c  Be l l  
t o t a l e d  $ .0353 ,  w h i le  ch o s e  of  lieu J e r s e y  Bell  t o t a l e d  $ .0191 .  These  a r e  
t r a f f i c - s e n s i t i v e  premium s w i tc h e d  a c c e s s  r a t e s ,  excluding Che CCL charge ,  
c a l c u l a t e d  p e r  m inu te  o f  u s e  on Che b a s i s  of  a t e n  mile t r a n s p o r t .  See 
P a c i f i c  B e l l  T a r i f f  Review P la n ,  S w i tche d  Access  B a te  A n a l y s i s ,  VoL. 1, 
S e c t i o n  5,  f i l e d  O c t o b e r  3, 1986, a t  p . 2 ,  l i n e  120; Bel l  A t l a n t i c  T a r i f f  
Beview P la n ,  S w i tc h e d  Access Bate Analysis ,  Vol. 2,  Section 5,  file'd October 
3,  1986, a t  l i n e  120 (New J e r s e y  Bell).
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a d m i n i s t r a t i v e  c h a n g e s  ia  che c u r r e n t  pooling ar rangem ent,  r a t h e r  chan che 
f u n d a m e n t a l  r e fo rm s  t h a t  v e  hope to  achieve through our  proposed s t r u c t u r a l  
m o d i f i c a t i o n s ,  b e c a u s e  Che long  te rm suppor t  ob l iga t ions  of  non-pooling low 
c o s t  LECs v o u l d  l i k e l y  e q u a l  t h e  c o n t r i b u t i o n s  t h e y  v o u ld  make i f  t h e y  
r emained  in  t h e  p o o l .  P e r m i t t i n g  v i c h d r a v a l  from the  pool on a s tudy a r e a  
b a s i s  a l s o  might  e s t a b l i s h  im proper  i n c e n t i v e s  r e l a t i n g  t o  t h e  a l l o c a t i o n  
of  common c o s t s  b e t v e e n  s t u d y  a r e a s  remain ing  in t h e  poo l  and those  thac  
a r e  v i t h d r a v n .  T h e r e f o r e ,  v e  recommend t h a t  t h e  Commission a d o p t  a 
r e q u i r e m e n t  t h a t  v i c h d r a v a l  from che p o o l  be on an " a l l  o r  noth ing"  b a s i s .  
S p e c i f i c a l l y ,  a LEC v i t h d r a v i n g  one o f  i t s -  s t u d y  a r e a s  must  v i c h d r a v  a l l  
o f  them ,  and a  r e g i o n a l  ho ld ing  company v i t h d r a v i n g  one  o f  i c s  LECs must 
v i c h d ra v  them a l l .

131. We t u r n  nov to  o u r  f u r t h e r  recom m endat ions  f o r  improving 
che Unicy 1-A pool ing proposa l .  Our primary concern r e l a t e s  co che proposed 
U n i t y  1-A s c h e d u l e  f o r  LEC v i c h d r a v a l  from t h e  e x i s t i n g  NECA c a r i f f  and 
p o o l i n g  a r r a n g e m e n t .  As n o t e d  p r e v i o u s l y ,  t h i s  p ro p o s e d  s c h e d u l e  v o u l d  
r e q u i r e  LECs to  announce  on June  1,  1987, che i r  in tencion  to  f i le  Cheir ovn 
CCL t a r i f f s  on O c t o b e r  1, 1987, a s  p a r t  o f  t h e  Commission's  a n n u a l  acc es s  
c a r i f f  r e v i s i o n  p r o c e s s .  These C a r i f f s  v o u ld  h a v e  a s c h e d u le d  e f f e c t i v e  
d a t e  o f  J a n u a r y  1, 1988, t h e  d a t e  on v h i c h  Unity 1-A contemplates chac che 
c e i l i n g  on f e d e r a l  s u b s c r i b e r  l i n e  c h a r g e  cap  v o u ld  be r a i s e d  t o  $4 .00 .  
A l though  LECs vould be permicced to  v ichdrav  each yea r  t h e r e a f t e r ,  che Unicy 
1-A p r o p o s a l  makes-TRS payments ava i lab le  only to  LECs v i t h d r a v in g  che f i r s c  
y e a r .

194 Fo! lowing  che c to se  of  Che comment period,  r e p r e s e n t a t i v e s  of NRTA and 
USTA ( h e r e a f t e r  i n d u s c r y  r e p r e s e n t a t i v e s )  p r e s e n t e d  to  members of  t h e
F e d e r a l  J o i n t  Board S t a f f  a p r o p o s e !  amendment to  Unity 1-A concerning che
im p ac t  o f  m e r g e r s  and a c q u i s i t i o n s  on the pooling sca tus  of  individual  LECs. 
See N ocice  of  Ex P a r t e  Meeting between fede ra l  Joinc Board s t a f f  and Counsel 
to  NTRA and USTA, MTS and WATS Marke t  S t r u c t u r e ,  Amendment of Parc 67 of  
che Commission's Rules and E s t a b l i s h m e n t  o f  a J o i n t  B oard ,  CC Docket Nos. 
78-72 a n d  80-286 ,  f i l e d  J a n u a r y  14, 1937. E s s e n t i a l l y ,  t h e  p r o p o s e d  
amendment v o u ld  p e r m i t  a n o n - p o o l i n g  LEC th a c  a c q u i r e s  a LEC remaining in 
th e  pool  co decermine whether  che acquired LEC vould continue to  p a r t i c i p a t e  
in  che NECA CCL c a r i f f  and pool.  According co che indus t ry  r e p r e s e n t a t i v e s ,  
t h e  p r i m a r y  p u r p o s e  o f  che p r o p o s a l  is  to  maincain  che m a r k e t a b i l i t y  o f  
smal l  LECs. A l though v e  a r e  recommending chac che Commission Cake severa l  
s t e p s  to  e n s u r e  t h a t  t h e  im pac t  o f  o u r  p roposed  pooling modificat ions does 
noc ad  v e r s e l y .  a f f e c t  s m a l l  LECs,  t h e  r e c o r d  in  ch i s  p r o c e e d in g  is  noc 
s u f f i c i e n t l y  d e t a i l e d  to- p e r m i t  us t o  recom m end  c h e  a d o p t i o n  of  c h i s  
p r o p o s a l ,  v h i c h  no p a r t y  has  had an oppo r tun i ty  to  comment on.  Rather ,  we 
recommend c h a t  t h e  p r o p o s a l  be e x a m in e d  and  r e s o l v e d  in  a s e p a r a t e  
p r o c e e d i n g  i n i t i a t e d  by the Commission.
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132. T he  p ro p o sed  U n i ty  1-A s c h e d u le  r a i s e s  s e v e r a l  p r o b le m s .  
F i r s t ,  t h e  J a n u a r y  1,  1988 d a t e  p r o p o s e d  i s  U n i ty  1-A fo r  im plem ent ing  
p o o l i n g  m o d i f i c a t i o n s  was  e s t a b l i s h e d  to  c o i n c id e  w i t h  im p le m e n ta t io n  o f  
U n i ty  l -A ' s  p r o p o s e d  in c re a s e  in s ubsc r ibe r  l ine charges  to  $4 .00 .  Although 
t h e r e  i s  no  p e r s u a s i v e  e v i d e n c e  t h a t  a  LEC's c o n s i d e r a t i o n s  a b o u t  
w i t h d r a w i n g  from t h e  p o o l  w o u ld  be s u b s t a n t i a l l y  a l t e r e d  due  t o  t h e  
d i f f e r e n c e ' b e t w e e n  t h e  $4 .00 c e i l i n g  p ro p o s e d  in Unity  1-A and o u r  own 
recommendat ion  t h a t  s u b s c r i b e r  l i n e  c h a r g e s  u l t im a te ly  be r a i s e d  to $ 3 .3 0 ,  
o u r  p ro o o s e d  s c h e d u le  r e g a r d i n g  i n c r e a s e s  w i l l  p ro v id e  f o r  o n ly  $2 .60  o f  
s u b s c r i b e r  l i n e  c h a r g e  r e c o v e r y  a s  o f  J a n u a r y  1,  1988. T h i s  l e v e l  o f  
s u b s c r i b e r  l i n e  charge-  r e c o v e r y  i s  n o t  h igh 'enough to permit many LECs t o  
w i th d ra w  from t h e  H E C A  C ar i f f  and pooling ar rangement ,  including some o f  th e  
l a r g e s t  L E C s . 1 9 3  B eca u se  Che goals  we seek to  achieve through ou r  proposed 
p o o l in g  m o d i f i c a t i o n s  h inge  upon t h e  w i t h d r a w a l  o f  Che l a r g e s t  compan ies  
f r o m  t h e  NECA C a r i f f , 196 v e  r e c o m m e n d  t h a t  s u c h  m o d i f i c a t i o n s  be 
im plemented  on A p r i l  1,  1989, t h a  d a t e  u e  have proposed an inc rease  in Che 
c e i l i n g  on s u b s c r i b e r  l i ne  charges  t o  $3.30.

133. The second  p rob lem  w i th  t h e  p roposed  Unity 1-A schedu le  is 
c h e  e s t a b l i s h m e n t  o f  a s i n g l e  o p p o r t u n i t y  f o r  LECs t o  a n n o u n c i n g  an  
i n t e n t i o n  to  w i th d raw  and q u a l i f y  to  rece ive  t r a n s i t i o n a l  suppor t  payments. 
Th is  may w e l l  p l a c e  a s i g n i f i c a n t  and u n r e a s o n a b l e  burden upon a l l  b u t  Che 
l a r g e s t  c o m p a n i e s  .197 S m a l le r  companies Chat might wish to leave  t h e  pool

193 Among o c h e r  r e a s o n s ' ,  a  $2.60 s u b s c r i b e r  l i n e  c h a r g e  would r e q u i r e  
c e r t a i n  LECs o u t s i d e  che HECA pool,  p a r t i c u l a r ly  high cosc LECs, to  c a r i f f  a 
CCL r a c e  so h igh a s  to  s ig n i f i c a n t l y  exace rba te  uneconomic bypass incen t ives  
i n  c h e i r  s t u d y  a r e a s ,  as  w e l l  as t h r e a t e n  continued averaging o f  i n t e r s t a t e  
c o l l  r a t e s .

196 See s u p ra  p a r a .  125. In making o u r  recommendations regarding  pooling 
m o d i f i c a t i o n s ,  we a r e  reLying upon Che r e p r e s e n t a t i o n s  made by Unicy l-A's  
s p o n s o r s  Chat  th e  l a r g e s t  companies w il l  withdraw from che NECA Common Line 
c a r i f f  and p o o l .  I f  c h e  b e n e f i c s  we s e e k  co o b t a i n  t h r o u g h  p o o l i n g  
m o d i f i c a t i o n s  a r e  s u b s t a n t i v e l y  compromised «s a r e s u l t  o f  companies  noc 
a c t i n g  a s  t h e y  h a v e  r e p r e s e n t e d ,  we recommend t h a t  o u r  p r o p o s a l s  be 
r e v i s i t e d .

197 H a s t  o f  Che LECs t h a t  Unity  1-A ind ica te s  w i l l  withdraw from che NECA 
poo l  a r e  o p e r a t i n g  companies  w i t h i n  ho ld ing  com panies  chat  own or c o n t r o l  
more c h a n  300,000 a c c e s s  l i n e s  a n d  in  e x c e s s  o f  $150 m i l l i o n  .in a n n u a l  
o p e r a t i n g  r e v e n u e s .  Compare J o i n c  Comments a t  n .  19 w i t h  United S t a t e s  
T e lephone  A s s o c i a t i o n ,  Telephone S t a t i s t i c s  for  che Year 1985, vo l .  1,  J u ly  
1986, a t  8 ( a c c e s s  l i n e s  and a n n u a l  o p e r a t i n g  r e v e n u e s  o f  100 l a r g e s t  
c om pan ie s ) .  For p u r p o s e s  o f  ou r  d i s c u s s i o n s  o f  podLing m o d i f i c a t i o n s ,  we



i  I n ' . i

285<

do n o t  e n j o y  che  s u b s t a n t i a l  s t t f f  end r e l a t e d  r e s o u r c e s  o f  che l a r g e s c  
c o m p a n ie s ,  end l i k e l y  w i l l  need more Cime co e v a l u a t e  Che implications for  
ch e m se lv e s  end c h e i r  cuscom ers  of  withdrawing from che NECA t a r i f f ,  es  well  
e i  Co a s s e m b l e  end  p r e p a r e  che in fo rm ecion  n e c e s s a r y  co f i l e  c h e i r  own 
c a r i f f s  w ic h  che Commission. For Chese r easons ,  we recommend chac smaller  
companies  be g iven  an a d d i c i o n a l  o p p o r c u n i c y ,  in 1989 as w e l l  as  in 1988, 
co a n n o u n c e  c h e i r  i n c e n c i o n  co w i c h d r a w  w h i l e  s c i l l  q u a l i f y i n g  f o r  
C r a n s i c i o n a l  s u p p o r t . •* ‘

134.  I m p l e m e n t i n g  o u r  p r o p o s e d  p o o l in g  m o d i f i c a t i o n s  in ch is  
c w o - s c a g e  p r o c e s s ,  b e g in n in g  A p r i l  1, 1989, i s  a l s o  d e s ig n e d  co a l l e v i a t e  
Che p o c e n c i a l l y  s i g n i f i c a n t  a d m in i s t r a t iv e  burdens such implementation could 
p la c e  on' che Commiss ion.*99 I f  r ece ipc  of  c rans ic iona l  supporc is con t ingen t  
upon w i t h d r a w i n g  from che pool on one p a r t i c u l a r  .dace,  as  proposed in Unicy 
1 -A ,  a l l  n e c  r e c i p i e n t  LECs Chac s e e k  co w ichdraw  from che  poo l  w i l l  be 
e n c o u r a g e d  Co f i l e  c h e i r  own CCL c a r i f f s  a t  Che same c i m e .  Ue h a v e  
co n c lu d e d  chac  a c w o - s c a g e  p r o c e s s  f o r  Chese c a r r i e r s  w i l l  s i g n i f i c a n t l y  
e a s e  Che adm in is t ra t ive  burden,  v ich  few adverse  consequences.

135.  Even  i f  c h e  f i r s c  f i l i n g  o f  common l i n e  C a r i f f  r e v i s i o n s  
r e l a t i n g  Co p o o l i n g  m o d i f i c a t i o n s  i n v o l v e s  on ly  che l a r g e s c  LECs, t h e  
Commission may have t o  rev iew  a s  many as  40 such  t a r i f f s ,  and p o te n t i a l ly  
many m o re ,  a s  a m a t t e r  of  f i r s C  im p re s s io n.200 Performing th i s  review in a 
m e a n in g fu l  manner  would be d i f f i c u l t  u n d e r  any circumstances- . Ic would be 
e s p e c i a l l y  d i f f i c u l t  i f  i c  v e r e  c o n d u c t e d  in  c o n j u n c t i o n  w ic h  che  
C o m m i s s i o n ' s  s c h e d u l e d  a n n u a l  r e v ie w  o f  a c c e s s  c a r i f f  r e v i s i o n s , 20  ̂ as

w i l l  r e f e r  t o  LECs m ee t ing  t h e s e  c r i t e r i a  a s  che l a r g e s c  companies and co 
a l l  o t h e r  LECs as smaller companies.

198 Ue a l s o  recommend t h a t  smaller  LECs announcing in 1989 t h e i r  incencion 
Co w i t h d r a w  from t h e  NECA Cariff  be provided with  four years  of  c rans ic iona l  
s u p p o r c ,  commencing in 1990.

199 I t  i s  u n l i k e l y  Chat o u r  p ro p o sed  poo l ing  m o d i f i c a t i o n s  w il l  have any 
s i g n i f i c a n t  i m p a c t  on s t a c e  c o m m i s s i o n s ,  a l t h o u g h  a l im i t e d  number o f  
changes  may he r e q u i r e d  in s t a t e s  in which the  presenc  i n t r a s t a c e  CCL race  
i s  t i ed  co che NECA CCL ra c e .

200 The Commission w i l l  have  to  rev iew  40 s e p a r a t e  CCL r a t e s ' i f  a l l  LECs 
chac U n i ty  l - A ' s  s p o n s o r s  p r e d i c t  w i l l  w i th d r a w  from che NECA c a r i f f ,  see 
s u p r a  n o t e  196, c h a r e a f c e r  f i l e  c h e i r  own CCL t a r i f f s  a t  che  s tu d y  a r e a  
l e v e l .

201 This  r ev iew  is c o n d u c te d  each  y e a r  d u r i n g  t h e  per iod  from October 1 
Chrough December 31. See 47 C.F.R,  § 69 .3 (a ) .
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p r o p o s e d  in Unity  1**A. F i n a l l y ,  Che e s t a b l i s h m e n t  o f  an Apr i l  1,  1989, 
e f f e c t i v e  d a t e  f o r  im p le m e n ta t io n  o f  p o o l in g  m o d i f i c a t i o n s  p e r m i t s  us to  
recommend t h a t  t h e  d a t e  on v ’ ich  LECs v i l l  have t h e i r  f i r s c  o p p o r tu n i ty  to  
a n n o u n c e  t h e i r  i n c e n c i o n  t o  v i c h d r a v  from t h e  NECA c a r i f f  o c c u r  d u r i n g  
A ugus t  1988. Tn 1989 and t h e r e a f t e r ,  ve  recommend cha t  June be e s t a b l i s h e d  
a s  c h e  m o n th  in  v h i c h  NECA m u s t  be n o t i f i e d  o f  a  LEC's i n t e n t i o n  t o
vichdrav.202 .

V I I I .  Monitoring Program

136.  S e v e r a l  s i g n i f i c a n t  s t e p s  a r e  t a k e n  in c h i s  O r d e r  in  t h e  
a r e a s  o f  NTS c o s t  r e c o v e r y  a n d  s u b s c r i b e r  l i n e  c h a r g e s ,  h i g h  c o s t  
a s s i s c a n c e ,  l i f e l i n e  a s s i s t a n c e ,  and poo l ing  o f  common l i n e  c o s t s .  While 
ve v i e v  che p r o p o s a l s  p r e s e n t e d  in Chis Order as f in a l  reconaendac iocs ,  ve  
a l s o  r e c o g n i z e  o u r  c o n t i n u i n g  r e s p o n s i b i l i t y  t o  m o n i to r  Che impact  of  our 
recom m enda t ions  in t h e  i n c r e a s i n g l y  dynamic telecommunications environment.  
T h e r e f o r e ,  v e  a r e  recommending ch a t  the  Commission e s t a b l i s h  a corprehens ive  
m o n i t o r i n g  p r o g r a m  by Chis J o i n c  Board and che Commission t o  Crack  t h e  
im p a c t  o f  c h i s  Recommended Decision and Order and Commission ac t io n  on i t .

137. We recommend t h a t  t h e  Commission d i r e c t  t h i s  Joinc Board to  
i s s u e  in t h e  n e a r  f u t u r e  a more com ple te  o r d e r  d e l i n e a t i n g  t h e  fraraevork 
o f ,  and s c h e d u le  f o r ,  t h i s  m o n i to r in g  p r o g r a m . C e n e r a l l y ,  v e  recommend 
chac  Chis program in c lu d e  c o l l e c t i o n  o f  d a t a  on t h e  impact  o f  s u b s c r i b e r  
l i n e  c h a r g e s .  The Census  B u re a u ' s  d a t a  on s u b s c r i b e r s h i p  Levels p r e s e n t l y  
c o l l e c t e d  chrough the  Curren t  Populat ion Survey should be enhanced v i t h  d a t a  
d e s i g n e d  t o  e x a m i n e  t h e  e f f e c t s  o f  s u b s c r i b e r  l i n e  c h a r g e s  on s p e c i f i c  
p o p u l a t i o n  s e g m e n t s .  The e f f e c t i v e n e s s  of  l i fe l ine  p lans ,  both che e x i s t in g

202 I f  che  Com m iss ion  a d o p t s  o u r  r e c o m m e n d a t io n s  r e l a t i n g  t o  poo l ing  
r e v i s i o n s ,  a d j u s t m e n t s  v i l l  be n e c e s s a r y  co che c u r r e n t  P a rc  69 r u l e s  
g o v e rn in g  che a d m i n i s t r a t i o n  o f  NECA and the  opera t ions  o f  che Common Line 
p o o l .  S ince  t h e  poo l ing  m o d i f i c a t i o n s  v e  a r e  recommending v i l l  noc become 
e f f e c t i v e  u n t i l  A pr i l  1989, Chese a d j u s t m e n t s  need noc be made immediately. 
We n o t e  t h a c  th e  Commission a l r e a d y  is  c o n s i d e r i n g  various is sues  r e l a t i n g  
to  NECA's a c t i v i t i e s  and a d m i n i s t r a t i o n .  See Amendment and C la r i f i c a t io n  of 
P a r t  69 R u l e s  C o v e r n i n g  che  N a c i o n a l  E x c h a n g e  C a r r i e r  A s s o c i a t i o n ,  
Memorandum Opinion and Order and Notice of  Proposed Rulemaking, CC Docket No 
8 7 -2 ,  FCC 87-19,  re leased  Jan .  16, 1987.

203 The J o i n t  B o a rd  Recommended D e c i s io n  and O rd e r  on che m o n i to r in g  
p rogram should  be r e l e a s e d  by May 10, 1987 in o rd e r  to  be in e f f e c t  on June 
1,  1987.
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s u b s c r i b e r  Line c h a r g e  w e i v e r  m e a s u r e s  a n d  Che p r o p o s e d  new s e r v i c e  
c o m m e n c e m e n t  c h a r g e  a s s i s t a n c e  m e a s u r e s ,  a l s o  s h o u l d  be a n a l y s e d .  
A d d i t i o n a l l y ,  r e l i a b l e  d a t a  on g r o w t h  o f  n ecw o rk  u s a g e  should  a l s o  be 
i n c l u d e d  in t h e  m o n i to r in g  p rog ram ,  a s  w e l l  a s  information and d a t a  on the 
d e v e l o p m e n t  o f  uneconomic b y p a s s  a f f e c t i n g  che p u b l i c  s w i t c h e d  n e c w o r k .  
H o n i t o r i n g  che r e s u l t s  o f  che  r e t a r g e t e d  h ig h  cosc  a s s i s c a n c e  mechanism 
r e c o m m e n d e d  in  t h i s  O rd e r  a l s o  w i l l  h e lp  a s c e r t a i n  w h e t h e r  che s u p p o rc  
p ro v id e d  t h r o u g h  t h i s  program is providing e f f e c t iv e  a s s i s c a n c e  Co cuscomers 
in  r u r a l  and o c h e r  h igh  c o s c  a r e a s .  R e v i s io n s  t o  t h e  pooling  of CCL c o s t s  
and r e v e n u e s ,  t o  be  e f f e c t i v e  on A p r i l  1,  1989, w i l l  n e c e s s i t a t e  che  
m o n i t o r i n g  of. chose  LCCs c h a t  wichdraw from che  NECA poo l ing  and c a r i f f  
p r o c e s s ,  che  d im ens ions  o f  che LTS and TRS payments between che LECs, che
CCL r e v e n u e  r e q u i r m e n c s  f o r  Che LECs Chat remain in che NECA pool,  and che
economic p r e s s u r e s  f o r  IXCs co d e a v e r a g e  i n t e r s t a t e  c o l l  r a c e s .  F in a l ly ,  
m o n i to r in g  che r a c e s  and r e v e n u e s  f o r  b a s i c  loca l  s e r v i c e s ,  o r  ocher  s t a t e  
s e r v i c e s  and i n c e r s c a c e  co l l  should a lso  be inc luded.

138. I n  o r d e r  co e n s u r e  t h a c  t h e  m o n i to r in g  program cakes inco
accounc  a l l  r e l e v a n t  f a c t o r s ,  we f u r t h e r  recommend chat  an open record  be 
m a in t a i n e d  in c h i s  d o c k e t  t o  a l low  f o r  che f i l i n g  of  commencs a t  any cime 
r e g a r d i n g  t h e  s t r u c t u r e  and e f f e c t i v e n e s s  o f  che p ro g ra m .  F i n a l l y ,  we 
recommend Chat a s e r i e s  of  r e p o r t s  based upon che daca c o l l e c t e d  chrough che 
p rogram be s u b m i t t e d  co Congress and s t a t e  r e g u l a t o r s .  These r e p o r t s  would 
be p r e p a r e d  on a q u a r t e r ly  b a s i s .  In add i t ion  co chese r e p o r c s ,  che members 
o f  c h e  J o i n c  B o a rd  and che Commission would conduce  a 90 -day  s c u d y  and 
r e v i e w  o f  c h e  i m p a c t  o f  s u b s c r i b e r  l i n e  c h a r g e s  p r i o r  Co che two f i n a l  
i n c r e a s e s  in th e se  charges  in 1988 and 1989. F ina l ly ,  we recommend chac che 
C om m iss ion  s u b m i t  t h e  r e s u l t s  o f  c h e s e  r e v i e w s  Co C o n g re s s  and s c a c e  
r e g u l a t o r s .

139. The recommendac iona  con ta ined  here in  have been analyzed wich 
r e s p e c c  to  che Paperwork  Reduction Act of  1980 and found Co impose a new or 
modif ied in f o r m a t i o n  c o l l e c t i o n  r e q u i r e m e n t  on che p u b l i c .  Implemencacion 
of  any new o r  modi fied  requ i rem en t  w il l  be su b jec t  Co approval  by che Office 
o f  Managemenc and Budget as p resc r ibed  by che Acc.
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IX .  Ordering Clauae

140.  ACCORDINGLY, Che J o i n t  Boerd RECOMMENDS chac che Comoiaaion 
a d o p t  Che p r o p o a a l a  d iacuaaed above and Che aCCached rev ia  iona co Pare* 67 
and 69 o f  che Commiaaion's Rulea .20^

FEDERAL COMMUNICATIONS COMMISSION 
F o r  Cha F e d e r a l - S t a t e  Joinc Board

204 Thia  recom m endat ion  ia  ado p ca d  purauanc  to-Secciona 4(1), 4 ( j ) ,  201,
202 ,  203, 203,  221,  403,  a n d  410 o f  Che  C o o m u n i c a c i o n a  A c t  o f  1934, aa  
a m e n d e d ,  47 U . S . C .  §§ 1 5 4 ( i ) - ( j ) ,  201,  202,  203, 205, 221, 403 a n d  410
(1986) .



Appendix A

Lise  o f  P a r t i e s  F i l i n g  Commgnc« or Repl ies  in the  Reexamination Proceeding
' / .

Ad Hoc Telecoaxaunicat ions Users Committee (Ad Hoc)
Ad Hoc Telecommunications Users Committee, Computer end Business  Equipment 

Manufac turers  A s s o c ia t io n ,  In format ion  I n d u s t r y  A s s o c i a t i o n ,  
Tele-Communications A ssoc ia t ion  (ADAPSO)

The S t a t e  of  Alaska (Alaska)
ALC Communications Corporat ion  (ALC)
ALLTEL Corpora t ion  (ALLTEL)
American A ss o c i a t i o n  of  R e t i red  Persons (AARP)
American Petroleum I n s t i t u t e ,  Committee on Telecommunications (API)
American Telephone and T e le t r a p h  Company (AT&T)
Americech O pera t ing  Companies (Americech)
A rk a n s a s ' Pub lic  Serv ice  Commission (Arkansas)
Bel l  A t l a n t i c  Telephone Companies (Be l l  A t l a n t i c )
Bel lSouth  Corpora t ion  (Be l lSouth )
The S tace  o f  C a l i f o r n i a  and the Public U c i l i c i e s  Commission of  C a l i f o r n i a  

( C a l i f o r n i a )
C en t ra l  Telephone Company (Cente l )
C in c i n n a t i  Bel l  Telephone Company ( C in c in n a t i  B e l l )
Colorado P ub l ic  U c i l i t i e s  Commission S t a f f  (Colorado)
Colorado O f f i c e  of  Consumer Counsel ,  O f f ice  of  Consumers'  Counsel of  che 

Stace o f  Ceorg ia ,  and che Public  Counsel S ec t ion  of  che O f f i c e  of  che 
At to rney  Ceneral  of  Washington S t a t e  (Consumers'  Counsels )  

Communications Workers of America (CWA)
Concerned C i t i z e n s  fo r  Universal  Serv ice  (CCUS)
Consumer f e d e r a t i o n  of  America (CFA)
Conte l  Corpora t ion  (Concel)
CP Nacional  Corpora t ion  (CP Nacional)
O f f i c e  of  the P e o p le ' s  Counsel of the D i s t r i c t  of  Columbia
P u b l ic  Se rv ice  Commission of  che D i s t r i c t  o f  Columbia ( D i s t r i c t  o f  Columbia)
F lo r id a  P ub l ic  Serv ice  Commission ( F l o r id a )
Cran ixe S t a t e  Telephone,  Merrimack County Telephone Company, Fore Bend 

Telephone Company and Elkhar t  Telephone Company ( Independen ts )
CTE Serv ice  Corpora t ion  (CTOCs)
Idaho Public  U t i l i t i e s  Commission (Idaho)
I l l i n o i s  Coimierce Commission ( I l l i n o i s )
I n t e r n a t i o n a l  Communications A ssoc ia t ion  (ICA)
Kansas Corpora t ion  Commission (Kansas)
Lsckiwaxen Telephone Company (Lackawaxcn)
MCI Telecommunications Corpora t ion  (MCI)
Michigan P ub l ic  Serv ice  Commission S t a f f  (Michigan)
H is so u r i  Pub lic  Service  Commission (H i s s o u r i )
Hountain S t a t e s  Telephone and Telegraph Company, Nor thwestern Bel l  Telephone
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Company and P a c i f i c  Northwest Se ll  Telephone Company (US West)
Hacional  A s s o c i a t i o n  of  S t a t e  U t i l i t y  Consumer Advocates (NASUCA)
Nacional  Exchange C a r r i e r  A ssocia t ion  (NECA)
N at iona l  S ura l  Telecom A ssoc ia t ion  (NRTA)
N at iona l  Rural  Telecom Asociacion,  Hacional Telephone Coopera t ive  

A s s o c i a t i o n ,  O rgan iza t ion  fo r  che P ro tec t io n  and Advancement of Small 
Telephone Companies and United S ta t e s  Telephone A ssoc ia t ion  
( J o i n t  Comments) t

Nacional Telecommunications and Information Admin is t ra t ion  (NTIA)
Nacional  Telephone Coopera t ive  A ssocia t ion  (NTCA)
New J e r s e y  Board of  P ub l ic  U t i l i t i e s -  (New Je rsey )
New York S t a t e  Consumer P ro t e c t i o n  Board •
New York S t a t e  Department of  Public Serv ice  (New York)'
New York Telephone Company and New England Telephone and Telegraph Company 

(NYNEX)
O f f ic e  of che Consumers'  Counsel,  S ta t e  o f  Ohio (Ohio Consumers'  Counsel)  
O rg a n iz a t io n  f o r  che P r o te c t io n  and Advancement of  Small Telephone Companies 

(OPASTCO). .
P a c i f i c  Bel l  and Nevada Bel l
Pennsy lvan ia  Pub l ic  U t i l i t y  Commission S t a f f  (Pennsylvania)
P uer to  Rico Telephone Company (Puer to  Rico Telephone)
Roches ter  Telephone Corpora t ion  (Rochester)
Shenandoah Telephone Company (Shenandoah)
Southern New England Telephone Company (SNET) >
Southwestern  Bell Telephone Company (Southwestern B e l l )
Pub l ic  U t i l i t y  Commission of  Texas (Texas)
United Church o f  C h r i s t  O f f ice  of Communication' (UCCOC)
United S t a t e s  Department of  J u s t i c e  (DoJ)
United S t a t e s  Telecommunications A ssocia t ion  (USTA)
United Telephone System, Inc .  (United)
US S p r in t  Communications Company (US S p r in t )
Vermonc Pub l ic  Serv ice  Board (Vermonc)
W ai t s f ie ld -Fa ysc on  Telephone Company (W aics f ie ld -Fays ton)
Wisconsin S t a t e  Telephone A ssoc ia t ion  (Wisconsin)
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Proposed Parc 67 Rule Changes 

. * ★ ★ ★ ★

67.613 Submission of  Informacion by Che Nacional  Exchange C a r r i e r  
Associac ion

(a )  On September 1 o f  each yea r  a f t e r  1987, the  Nacional  Exchange 
C a r r i e r  Associac ion  s h a l l  f i l e  v ich  the  Commission che informacion 
l i s t e d  below. In format ion  f i l e d  v i t h  the  Commission s h a l l  be 
compiled from informacion provided Co Che A ssoc iac ion  by te lephone  
companies pursuan t  to  § 67.611.

(1)  The unsepara ted  loop cosc f o r  each s tudy  area  and a
na t ionw ide-average  unsepara ted  loop c o s t .

(2)  The -annual amount o f  che h igh  cosc expense ad justment fo r  
each s tudy  a r e a ,  and che t o c a l  na t ionwide  amount of the
expense ad jus tm en t .

(3)  The d o l l a r  amount and percen tage  o f  Che in c r e a s e  in the
nat ionwide average unsepara ted  loop cosc ,  as  well as  the 
d o l l a r  amount and percentage i n c r e a s e  f o r  each s tudy a r e a ,  
f o r  che previous  5 y e a r s ,  o r  Che number of  years  NECA has
been r e c e iv in g  informacion under § 67.611,  whichever i s  the
s h o rce r  cime pe r io d .

67.631 Expense Adjustment

(a )  U n t i l  August 31, 1988, f o r  scudy a rea s  r e p o r t i n g  50,000 or fewer 
working loops pursuant  to § 6 7 . 6 1 1 (a ) ( 8 ) ,  Che expense ad jus tment 
( a d d ic io n a l  i n t e r s t a t e  expense a l l o c a t i o n )  i s  equal  to  che sum of 
Che fo l lowing :

(b )  U n t i l  August 31, 1988, f o r  scudy a rea s  r e p o r t i n g  more chan 50,000 
working loops pursuant  to  § 6 7 .6 1 1 (a ) (8 )  che expense ad jus tment
( a d d ic io n a l  i n c e r sc a c e  expense a l l o c a t i o n )  i s  equal  to che sum of 
che fo l lowing :



( c )  Beginning September 1,  1988, f o r  s tudy a r e a s  r e p o r t i n g  200,000
o r  f e v e r  working loops pursuan t  to  § 6 7 . 6 1 1 (a ) ( 8 ) ,  t h e  expense 
ad jus tm ent  ( a d d i t i o n a l  i n t e r s t a t e  expense a l l o c a t i o n )  i s  equal  
to  the  sum of  the  fo l low ing :

S i x t y - f i v e  pe rce n t  o f  the study  area  average  unsepara ted  loop 
c o s t  p e r  working loop as c a l c u l a t e d  pursuant  to  § 67 .622(b)
in  excess ,  o f  115 percen t  o f  the n a t i o n a l  average  f o r  t h i s  
c o s t  but  no t  g r e a t e r  than 150 percenp of  the  n a t i o n a l  average  
f o r  t h i s  c o s t  as  c a l c u l a t e d  pursuan t  to  § 67 .622(a )
m u l t i p l i e d  by th e  number o f  working loops  r e p o r t e d  i n  
§ 6 7 .6 1 1 (a ) (8 )  f o r  the s tudy a r e a .

S e v e n t y - f i v e  pe rce n t  o f  th e  study  a r e a  average unsepara ted  
loop co s t  per  working loop as  c a l c u l a t e d  pursuan t  to  
§'  67.662(b).  i n  excess o f  150 percen t  of  the  n a t i o n a l  average 
f o r  t h i s  c o s t  as  c a l c u l a t e d  pursuan t  to  § 67 .622(a )
m u l t i p l i e d  by th e  number o f  working loops  r e p o r t e d  in  
§ 6 7 .6 1 1 (a ) (8 )  fo r  the study  a r e a .

(d)  Beginning September 1,  1988, for- s tudy  a r e a s  r e p o r t i n g  more than
200,000 working loops pursuant  to  § .67. 6 1 1 ( a ) ( 8 ) , the expense 
ad jus tment ( a d d i t i o n a l  i n t e r s t a t e  expense a l l o c a t i o n )  i s  equal  t o  
the  sun of  the  fo l low ing :

(1)  Ten pe rcen t  of  the  study  a r e a  average unsepara ted  loop c o s t
per  working loop as c a l c u l a t e d  pursuan t  to  § 67 .622(b) in
excess of 115 percen t  of  the  n a t i o n a l  average  f o r  t h i s  c o s t  
but not  g r e a t e r  than 160 percen t  o f  the  n a t i o n a l  average f o r  
t h i s  c o s t  as c a l c u l a t e d  pursuant  to  § 67 .622(a )  m u l t i p l i e d  by 
the  number of  working loops r ep o r te d  in  § 6 7 .6 1 1 (a ) (8 )  f o r
the study a r e a .

(2)  T h i r ty  percen t  o f  che scudy a rea  average unsepara ted  loop 
c o s t  per  working loop as c a l c u l a t e d  pursuan t  co § 67.622(b) 
in  excess  of  160 pe rcen t  of  the  nac iona l  average  f o r  c h i s  
c o s t  but  noc g r e a c e r  than 200 pe rcen t  of che n a t i o n a l  average  
f o r  c h i s  c o s t  as  c a l c u l a t e d  pursuan t  to  § 67 .622(a )  
m u l t i p l i e r  by che number o f  working loops re p o r te d  in  
§ 6 7 .611 (a ) (8 )  f o r  the  s tudy a r e a .

(3)  S ix ty  pe rce n t  of  th e  study a r e a  average unsepara ted  loop c o s t
per  working loop as  c a l c u l a t e d  pursuan t  t o  § 67 .622(b)  in
excess of 200 p e rcen t  of che nac iona l  average f o r  ch is  c o s t  
but  noc g reac e r  chan 250 percen t  o f  che nac iona l  average  f o r

( 1)

.J (2)
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Chi* coac as c a l c u l a t e d  pursuan t  Co § 67 .622(a )  m u l t i p l i e d  
by che number of  working loop* reporced  in § 6 7 .6 1 1 (a ) ( 8 )  f o r  
Che acudy a r e a .

(4 )  S ev en ty - f iv e  pe rce n t  o f  Che scudy a r e a  average unaeparaced 
loop co*C per working loop, a* ca lcu laced  purauanc co 
§ 67 .622(b) in  excess  of  2S0 percenc of  che nac iona l  average  
f o r  ch i*  coac aa ca lcu la ced  purauanc Co § 67 .622(a )
m u l t i p l i e d  by Che number o f  working loops reporced  in  
•§ 6 7 .6 1 1 (a ) (8 )  f o r  Che atudy. a r e a .

SubparC G  -  L i f e l i n e  Conneccion Aaaiacance Expenae A l lo c a t io n

67.701 Cenera l

( a )  The L i f e l i n e  Conneccion Aaaiacance Expenae p o r t i o n  of  che 
i n c e r a t a t e  apport ionment  a h a l l  conaiac  of an expense adjuscmenc 
computed in  accordance w i th  t h i s  SubparC. The expense adjuscmenc 
w i l l  be added Co in c e racac e  expenses and deducted from s ta c e  
expenses  f o r  e l i g i b l e  s tudy a rea s  as  def ined  in Chis Subparc a f t e r  
a l l  ocher s t e p s  r e q u i r e d  by ch i s  Parc have been completed.

(b)  The expense adjuscmenc w i l l  be computed as provided in  § 67 .741.

DEFINITIONS
e

67.711 L i f e l i n e  Conneccion Aaaiacance

(a )  For purposes of  Chis Subparc,  L i f e l i n e  Conneccion A ss iscance  shaLL 
d e s c r i b e  Che fo l low ing  l i f e l i n e  te lephone  a s s i s c a n c e  fo r  e l i g i b l e  
r e s i d e n t i a l  s u b s c r i b e r s  as  def ined  in § 67 .711(b) :

( 1 ) a r ed u c t io n  in che charges  fo r  commencing te lephone  s e r v i c e  
a s se s se d  f o r  a s i n g l e  te lephone  l i n e  per  household ac che 
p r i n c i p a l  p lace  of r e s id e n c e ;  and /or

( 2 ) a d e f e r r e d  schedule  fo r  paymenc of che charges  a s s e s s e d  fo r  
commencing s e r v i c e ,  f o r  which che te lephone company does noc 
charge i n c e r e s c .

(b)  In  o rd e r  Co be e l ig ib L e  fo r  a s s i s t a n c e ,  a r e s i d e n t i a l  s u b s c r i b e r  
muse:

( 1) have l i v e d  ac an address  where chere has been no te lephone  
s e r v i c e  fo r  ac l e a se  t h r e e  months immediately p r i o r  co che



da te  t h a t  the  a s s i s t a n c e  d esc r ibe d  in  §§ 6 7 .7 1 1 (e ) (1 )  a n d / o r  
§ 6 7 .7 1 1 (a ) (2 )  i s  reques ted  from the  te lephone  company;

( 2 ) not  have rece ived  a s s i s t a n c e  pursuan t  to §§ 6 7 . 7 1 1 (a ) ( 1 )
and /o r  6 7 .7 1 1 (a K 2 )  w i th in  the  l a s t  two y e a r s ,  w i th  r e c e i p t

• of  such a s s i s t a n c e  to  be measured from the  d a t e  of  i n i t i a t i o n
of the  te lephone  aerv ice.  f o r  which a s s i s t a n c e  was p rov ided ;

(3)  not  be a dependent  f o r  f e d e r a l  income tax  purposes as d e f in e d
in  26 U.S.C.  § 152 (1986) u n le s s  the s u b s c r i b e r  i s  more than 
60 y ea r s  o f  age;  and

(4 )  meet the  requ i rements  o f  a s t a t e  e s t a b l i s h e d  income t e s t .

( c )  Charges a s s e s se d  f o r  commencing s e r v i c e  inc lude  any s t a t e  t a r i f f e d  
charges  l e v ie d  f o r  connec ting  a s u b s c r i b e r  to  the  network .  These 
charges  do not  inc lude  s e c u r i t y  d e p o s i t  r equ i re m en ts .

TELEPHONE COMPANY ELIGIBILITY

67.721 Telephone Company E l i g i b i l i t y  f o r  L i f e l i n e  Connection
Ass iscance  Expense A l lo c a t io n

(a )  In  o r d e r  to be e n t i t l e d  to  the  a d d ic io n a l  in c e r s c a c e  expense 
ad jus tm en t  d e sc r ibe d  in ch i s  Subpart  a te lephone  company:

(1)  must prov ide L i f e l i n e  Conneccion A ss iscance  as d e f in e d  in  
§§ 6 7 .711 (a ) (1 )  and /o r  6 7 .7 1 1 (a ) (2 )  .to e l i g i b l e  s u b s c r i b e r s  
as  de f in e d  in  § 67 .711(b) ;

( 2 ) s h a l l  v e r i f y  chat  s u b s c r ib e r s  meet the e l i g i b i l i t y  c r i t e r i a
s e t  out  in  §§ 6 7 . 7 1 1 ( b ) ( l ) - ( 2 )  provided  t h a t :

( i )  v e r i f i c a c i o n  of  s u b s c r ib e r  e l i g i b i l i t y  by d e s ig n a t e d
s t a t e  o f f i c i a l s  may be s u b s t i t u t e d  f o r  v e r i f i c a c i o n  by 
the te lephone  company;

( i i )  i f  a s t a t e  de te rmines  chat  i t  i s  a d m i n i s t r a t i v e l y  o r
economica . ly  i n f e a s i b l e  f o r  che s t a c e  o r  te lephone
company to  v e r i f y  che e l i g i b i l i t y  c r i t e r i a  de s c r ib e d
in  §§ 6 7 .7 1 1 (b ) (1 )—(2)  when the  n e c e s s a ry  in fo rm a t io n  
must be provided by a te lephone  company o r  agency
o u t s id e  the  s t a t e ,  o r  when ch i s  d e t e rm in a t io n  i s  made 
in  ocher  s p e c i f i e d  c i rcum stances ,  s e l f - c e r t i f i c a t i o n  o f  
chese c r i t e r i a  w i l l  be al lowed;



( i i i )  i f  Che e l i g i b i l i t y  c r i t e r i a  d e s c r ib e d  i a  
§§ 6 7 . 7 1 1 ( b ) ( l ) - ( 2 )  e re  s e l f - c e r t i f i e d ,  the  e l i g i b i l i t y  
c r i t e r i o n  d e s c r ib e d  in  § 67 .711 (b ) (4 )  must be v e r i f i e d  
by the  s t a t e  o r  by che te lephone  company;

( 3 ) may accep t  s e l f  c e r t i f i c a t i o n  of  the  e l i g i b l i t y  c r i t e r i a  
d esc r ibed  in  §§ 6 7 .7 1 1 (b ) (3 )—(4>, except  as provided i n  
§ 6 7 . 7 2 1 ( a ) ( 2 ) ( i i i ) .

(4)  s h a l l  f i l e  informacion w i th  . the Commission S e c r e t a r y  
demons trat ing chac i t  i s  e l i g i b l e  f o r  the  a d d i t i o n a l  
i n t e r s t a t e  expense ad ju s tm en t .

(b)  The a d d i t i o n a l  i n t e r s t a t e  expenae ad jus tment  s h a l l  be e f f e c t i v e  a s  
soon as the Commission c e r t i f i e s  t h a t  the  s t a t e  or  l o c a l  t e lep h o n e  
company i s  e l i g i b l e  f o r  ' Che a d d i t i o n a l  i n t e r s t a t e  expense 
ad ju s tm en t ,  the  l o c a l  exchange company f i l e s  th e  d a t a  r e q u i r e d  
by § 67.731 with  che N at iona l  Exchange C a r r i e r  A ssoc iac ion ,  and
the  r e l e v a n t  t a r i f f  p r o v i s io n s  become e f f e c t i v e .

DATA COLLECTION

731 Submission of  informacion to  the Nacional  Exchange C a r r i e r  
A ssoc iac ion .

( a )  In  o rd e r  to  al low c a l c u l a t i o n  of  che l i f e l i n e  expense adjuscmenc 
each l o c a l  te lephone  company wishing to  r e c e i v e  the  a d d i t i o n a l  
i n c e r s c a c e  expense a l l o c a t i o n  provided f o r  in ch is  Subparc s h a l l  
p rovide  the National  Exchange C a r r i e r  Associac ion  e s t a b l i s h e d  
pursuan t  to P a r t  69 of  che Commission's r u l e s  wich the  in formacion  
l i s t e d  below fo r  each o f  i c s  scudy a r e a s .  The informacion f o r  
Che succeeding ca lendar  y ea r  i s  co be f i l e d  wich che Assoc iac ion  
on June 30th  of  each year  a f t e r  c e r t i f i c a t i o n  o f  rhe plan by che 
Commission pursuant  Co § 67 .721(b ) .  The informacion f i l e d  on June  
30ch of  each year w i l l  be used in che j u r i s d i c t i o n a l  a l l o c a t i o n s  
under ly ing  the cos t  supporc daca fo r  che acces s  c a r i f f s  to be 
f i l e d  che fo l lowing October .

( 1) an e s t im a te  of the  number of e l i g i b l e  households vh ich  v i l l  
r ece iv e  che l i f e l i n e  a s s i s c a n c e  desc r ib e d  in § 6 7 .7 1 1 (a ) ( 1 )  
pursuant  to  a l i f e l i n e  a s s i s c a n c e  program which has r e c e iv e d  
Commission c e r t i f i c a t i o n .

( 2 ) an e s t im a te  o f  the  average d i s c o u n t  on s e r v i c e  commencement 
charges to  be provided co each s u b s c r i b e r ,  noc co exceed SO 
percen t  of  the charges  f o r  commencement of  the same s e r v i c e  
a p p l i c a b l e  co n o n - l i f e l i n e  customers o r  $30.00,  whichever i s
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l e s s ;

(3)  an e s t im a te  o f  the  number of  e l i g i b l e  s u b s c r ib e r s  which w i l l  
r e c e iv e  th e  l i f e l i n e  a s s i s t a n c e  descr ibed  in  § 6 7 . 7 1 1 ( a ) ( 2 ) .

(4 )  an e s t i m a t e  of  the average  de fe r red  i n t e r e s t  co s t  f o r  each  
s u b s c r i b e r ,  provided t h a t :

( i )  the  d e f e r r e d  amount on which the  cosc of  i n t e r e s t  s h a l l  
be c a l c u l a t e d  i s  noc to exceed $200 . 00 ; and

( i i )  i n t e r e s t  s h a l l  be ap p l i e d  only  co amounts a c t u a l l y  
o u t s t a n d in g ,  a t  the  r ace  f o r  10-year Treasury B i l l s  . on 
January  1 o f  each y e a r ,  with  the i n t e r e s t  c a te  a d j u s t e d  
on ly  v i t h  each f i l i n g .

(b)  In  the  even t  t h a t  t h i s  a d d i t i o n a l  i n t e r s t a t e  expense a l l o c a t i o n  i s  
t o  . h e  in  e f f e c t  f o r  a given  scudy a rea  f o r  l e s s  than a f u l l  
c a l e n d a r  y e a r ,  t h e  c a r r i e r  i a  to  submit the in form at ion  d e s c r ib e d  
in  §§ 6 7 . 7 3 1 ( a ) ( l ) - ( 4 )  a d ju s t e d  to  r e f l e c t  the  number of
s u b s c r i b e r s  and Che r e l e v a n t  c o s t s  f o r  the  p o r t i o n  of che y e a r  
du r ing  which t h i s  expense ad justment w i l l  be in  e f f e c t  as  p a r t  o f  
i t s  § 6 7 .7 2 1 (a ) (4 )  submission to  the Commission. These d a t a  s h a l l  
be f i l e d  v i t h  NECA a t  the  same cime they a r e  f i l e d  wich the  
Commission

CALCULATION OF LIFELINE CONNECTION ASSISTANCE EXPENSE ADJUSTMENT 

67.741 Expense Adjustment

(a )  The a d d i c io n a l  i n t e r s t a t e  expense a l l o c a t i o n  s h a l l  be c a l c u l a t e d  
by adding che fo l low ing :  ( 1 ) che number of  households provided
pursuan t  to  § 6 7 .7 3 1 (a ) (1 )  t imes  che d o l l a r  amount provided
pursuan t  to  § 6 7 .7 3 1 (a ) (2 ) :  and (2)  the number of households
prov ided  pursuant  to § 6 7 .7 3 1 (a ) (3 )  times the  d o l l a r  amounc 
provided  pursuant  co § 6 7 .7 3 1 (a ) ( 4 ) .

(b)  The expense adjuscmenc c a l c u l a t e d  pursuan t  to § 67 .741(a )  s h a l l  be
a d j u s t e d  each yea r  to  r e f l e c t  che ’ a c tu a l  number of  l i f e l i n e  
r e c i p i e n t s ' a n d  th e  a c t u a l  d o l l a r  amount of  the b e n e f i t s  provided  
t o  them in  the  p rev ious  y e a r .  I f  che a c tu a l  b e n e f i t s  provided in  
a given c a l e n d a r  year  exceed che e s t im a ted  b e n e f i t s  f o r ' c h a t  y e a r  
c a l c u l a t e d  pursuant  to  § 6 7 .741 (a ) ,  t h i s  d i f f e r e n c e  s h a l l  be added 
t o  Che aaounc c a l c u l a t e d  pursuant  to  § 67 .741(a)  f o r  che fo l low ing  
y e a r .  I f  t h e  a c t u a l  b e n e f i t s  provided in a given year a r e  l e s s  
Chan che e s t im a ted  amounc f o r  cha t  year  ca l c u la c e d  pursuant  co 
§ 6 7 .7 4 1 (a ) ,  t h i s  d i f f e r e n c e  s h a l l  be s u b t r a c t e d  from che amounc
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c a l c u l a t e d  pursuant  Co § 67 .741(d)  f o r  Che fo l lowing  y e a r .

( c )  A p r o - r a t a  t h e r e  o f  che expense ad jus tment  c a l c u la c e d  pursuanc 
Co § 67.7 4 1 (a ) - (b )  s h a l l  be subCracced from Che i n c r a s c a c e
expenses f o r  each accounc desc r ibed  below as  c a l c u la c e d  pursuanc  
co che preceding Subparcs o f  Parc 67 and added co che i n c e r s c a c e  
expenses f o r  each such account  c a l c u la c e d  pursuanc co che
preced ing  Subparcs o f  Parc 67.  The p r o - r a c a  sha re  f o r  each
accounc s h a l l  be ca lcu la ced  by m u l t ip ly in g  che c o t a l  i n c e r s c a c e  
expense adjuscmenc by che r a c i o  of  Che unseparaced  expenses  f o r
Che accounc involved  Co Che unseparaced expenses f o r  a l l  of  che
accounts  l i s c e d  below:

(1)  Accounts 602 .1-602.8  -  Repai rs  of  o u t s i d e  p l a n t

(2)  Accounc 603 -  Tes t  desk  work

(3)  Accounc 604 -  Repa i rs  of  c e n t r a l  O f f ice  equipmenc

(4)  Account 645 -  Local Commercial o p e ra t i o n s

(5) Accounts 662 -  Revenue Accounting Expenses

Proposed P a r t  69 Rule Changes 

* * * * *

69.2 D e f in i t i o n s
* * * * *

(hh) Level I C o n t r ib u to r s  -  Telephone companies cha t  a re  noc 
a s s o c ia c io n  Common Line t a r i f f  p a r t i c i p a n t s ,  f i l e  t h e i r  own Common 
Line t a r i f f s  e f f e c t i v e  Apri l  1, 1989, and had a Lower than  average 
Common Line revenue requirement per  minute of  us*' in  1988 and Chua 
were ne t  c o n t r i b u t o r s  ( i . e .  had a n e g a t iv e  ne t  ba lance)  to  che 
a s s o c ia c io n  Common Line pool in 1988.

( i i )  Level I Receivers  -  Telephone companies Chac a r e  no t  a s s o c i a t i o n  
Common Line c a r i f f  p a r t i c i p a n t s ,  f iL e  c h e i r  own Common Line 
t a r i f f s  e f f e c t i v e  A pr i l  1, 1989, and had a h ighe r  than  average 
C a r r i e r  Common Line revenue requi rement per  minute of  use in 1988 
and thus  were ne t  r e c e i v e r s  ( i . e .  had a p o s i t i v e  ne t  ba lance )  
from che a s s o c ia c io n  Common Line pool in  1988.



( j j )  Level I I  Coacr ibucors  -  A te lephone  company o r  group of  a f f i l i a t e d  
te lephone  companies v i t h  f e v e r  than  300,000 access  l i n e s  and l e s s  
than $150 m i l l i o n  in annual o p e ra t in g  revenues t h a t  . i s  noc an 
a s s o c i a c io n  Common Line c a r i f f  p a r t i c i p a n t ,  f i l e s  i t s  ovn Common 
Line t a r i f f  e f f e c t i v e  .January 1,  1990, and t h a t  had a l o v e r  chan 
average -Common Line revenue requirement per minute o f  use in  1988 
and thus  vas  a n e t  c o n t r i b u t e r  ( i . e . ,  had a n e g a t iv e  n e t  b a lance )  
to  t h e  a s s o c i a t i o n  Common Line pool in  1988*

' i
(kk) Level  I I  Receivers  -  A telephone* company o r  group of  a f f i l i a t e d  

. telephone companies v i t h  f e v e r  than 300,000 access  l i n e s  and l e s s  
Chan $150 m i l l i o n  in  annual  o p e ra t in g  revenues- chac i s  no t  an 
a s s o c i a c io n  Common Line C a r i f f  p a r t i c i p a n t ,  f i l e s  i t s  ovn Common
Line C a r i f f  e f f e c t i v e  January  1, 1990, and t h a t  had a h ig h e r  chan
average  C a r r i e r  Common Line revenue requirement per  minute of  use 
in  1988 and thus vas  a ne t  r e c e i v e r  ( i . e . ,  had a p o s i t i v e  ne t  
ba lance )  from che a s s o c i a c io n  Common Line pool in 1988.

(11) "Long Term Supporc" (LTS) means funds provided by te lephone
companies t h a t  a r e  no t  a s s o c ia c io n  Common Line t a r i f f  p a r t i c i p a n t s  
to  a s s o c i a c io n  Common Line t a r i f f  p a r t i c i p a n t s .  LTS enab les
a s s o c i a t i o n  Common Line t a r i f f  p a r t i c i p a n t s  to  charge  . a C a r r i e r
Common Line (CCL) r a t e  e q u iv a len t  to  the CCL race  t h a t  vould 
r e s u l t  i f  a l l  te lephone  companies p a r t i c i p a t e d  in che a s s o c i a t i o n  
Common Line c a r i f f .

(mm) " T r a n s i t i o n a l  Suppor t"  (TRS) means funds provided by te lephone
companies t h a t  a r e  not  a s s o c ia c io n  Common Line c a r i f f
p a r t i c i p a n t s ,  but  were ne t  c o n t r i b u t o r s  to che a s s o c i a c io n  Common 
Line pool in  1988, to te lephone  companies t h a t  a r e  noc a s s o c i a c io n  
Common Line C a r i f f  p a r t i c i p a n t s  and were ne t  r e c e i v e r s  from', .che 
a s s o c ia c io n  Common Line pool in 1988.

69.3  F i l i n g  of  access  s e r v i c e  c a r i f f s

* * * * *

(e )  (1)  Such a c a r i f f  must c ro s s  r e f e r e n c e  a s s o c i a t i o n  charges  fo r
the  C a r r i e r  Coirxnon Line and End User Common Line element or  
elements i f  such company o r  companies p a r t i c i p a t e  in  cho 
pool ing  of  revenues and revenue requ i re m en ts ,  f o r  such 
e lem en ts .

(e )  (9)  A te lephone  company o r  group of a f f i l i a t e d  te lephone
companies chat  e l e c t s  to  f i l e  i c s  own Common Line C a r i f f
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e f f e c c i v e  A pr i l  l f 1989 s h a l l  n o t i f y  the  a s s o c i a t i o n  no t  
l a t e r  then Auguct 30 of  Che preceding y ea r  Chet i c  w i l l  no 
longer  p e r c i c ip e c e  in  che e s s o c iec io n  c a r i f f .  A te l e p h o n e  
company o r  group of a f f i l i a t e d  te lephone  companies chac 
e l e c c i  co f i l e  i c s  own Common Line c a r i f f  e f f e c t i v e  J a n u a ry  
1, 1990, o r  t h e r e a f t e r  pursuanc co Sec t ion  6 9 . 3 ( a ) ,  s h a l l
n o t i f y  Che a s s o c i a c io n  noc l e c e r  Chan June 30 o f  che 
preceding  y e a r  thac  i t  w i l l  no longer  p a r t i c i p a t e  in  che 
a s s o c i a c io n  C a r i f f .  A te lephone coapany o r '  group of  
a f f i l i a t e d  te lephone  companies Chat e l e c t s  co f i l e  i c s  own 
Cosnon Line C a r i f f  f o r  one of  i c s  s tudy a rea s  s h a l l  f i l e  i c s  
own Common Line t a r i f f ( s )  f o r  a l l  of i c s  scudy a r e a s .

69 .4  Charges to  be f i l e d

(b )  Except a s  provided  i n  Subpart  C of  t h i s  Parc and in  S e c t io n  
6 9 . 4 ( c ) ,  the  c a r r i e r ' s  c a r r i e r  charges f o r  acces s  s e r v i c e  f i l e d  
wich Chis Commission s h a l l  inc lude  charges  f o r  each o f  the  
fo l low ing  elements:

( c )  For a l l  t a r i f f s  f i l e d  wich Chis Commission th a t  become e f f e c t i v e  
a f t e r  March 31, 1989,- che c a r r i e r ' s  c a r r i e r  charges  f o r  acc es s  
s e r v i c e  s h a l l  inc lude  charges fo r  each of  che elements  l i s t e d  in 
S ec t ion  69 .4 (b )  and f o r  each of the fo l lowing  e lements :

(1)  Un iversa l  Serv ice  Fund

(2 )  L i f e l i n e  A ss i s t an ce

69.3 Persons t o  be as ses sed

* * ★ * *

(d)  Beginning A pr i l  1, 1989, Universal  S e rv ice  Fund and L i f e l i n e
A ss i s t a n c e  charges  s h a l l  be a s se s se d  upon a l l  i n t e rex ch an g e
c a r r i e r s  t h a t  use lo c a l  exchange swi tch ing  f a c i l i t i e s  f o r  the
p ro v i s io n  of  i n t e r s t a t e  or  fo re ign  telecommunicat ions s e r v i c e s  and 
t h a t  have a t  l e a s t :  ( 1 ) one percen t  of  the  t o t a l  common l i n e s  
p r e s u b s c r ib ed  to  in te rexchange  c a r r i e r s  in  a l l  scudy a r e a s ;  o r  ( 2 ) 
f i v e  pe rce n t  o f  Che presubsc r ibed  l i n e s  in any s tudy  a r e a  and a 
minimum o f  one thousand presubsc r ibed  l i n e s  in t h a t  s tudy a r e a .



.104 End u s e r  common l i n e

(c )  Except as provided in  s u b se c t io n s  6 9 . 1 0 4 ( d ) - ( h ) , the  s i n g l e  l i n e  
race  o r  charge s h a l l  be computed by d i v i d i n g  o n e - tw e l f th  of  the 
p ro je c te d  annual  revenue requirement f o r  t h e  End User Connor Line 
element by the  p ro je c te d  average number of  l o c a l  exchange s e r v i c e  
s u b s c r i b e r  l i n e s  in  use during  such annual  p e r i o d .

(d)  I f  che monthly charge computed in accordance with  s u b se c t io n  
69 104(c)  exceeds $6 , the  charge  f o r  each l o c a l  exchange s e r v i c e

tu s c r i b e r  l i n e ,  except  a r e s i d e n t i a l  l i n e ,  a s i n g l e - l i n e  bus iness  
l i n e ,  o r  a l i n e  used f o r  Centrex-CO s e r v i c e  cha t  vas in  p lace  o r  on 
o rd e r  as o f  J u l y  27,  1983, s h a l l  be $6 .

( e )  The monthly charge f o r  each r e s i d e n t i a l  o r  s i n g l e  l i n e  b u s ines s  
lo c a l  exchange s e r v i c e  s u b s c r i b e r  s h a l l  be th e -c h a rg e  computed in  
accordance with s ubse c t ion  6 9 .1 0 4 (c ) ,  o r  the  r e l e v a n t  C ran s ic io n a l  
charge e s t a b l i s h e d  in  Sec t ion  69.203,  whichever i s  lower.

( f )  Except as  provided in s u b se c t io n s  69*104(j.) and (k.), che charge 
f o r  each  r e s i d e n t i a l  lo c a l  exchange s e r v i c e  s u b s c r ib e r  l i n e  s h a l l  
be che same as  che charge  f o r  each s i n g le  l i n e  bus iness  lo c a l  
exchange s e r v i c e  s u b s c r ib e r  l i n e .  ?

(g)  A l i n e  s h a l l  be deemed to  be a r e s i d e n t i a l  l i n e  i f  che s u b s c r i b e r  
pays a r a c e  f o r  such l i n e  chac i s  de sc r ib e d  as a r e s i d e n t i a l  r ace  
in  che l o c a l  exchange s e r v i c e  C a r i f f .

(h) A l i n e  s h a l l  be deemed to  be a s i n g l e  l i n e  bus ines s  l i n e  i f  che 
s u b s c r ib e r  pays a r a t e  t h a t  i s  noc desc r ibed  as  a r e s i d e n t i a l  r a t e  
in ch loc a l  exchange s e r v i c e  c a r i f f  and does noc o b ta in  more than 
one such l i n e  from a p a r t i c u l a r  te lephone  company.

( i )  The End User Common Line charge  f o r  each m u l t i - p a r t y  s u b s c r ib e r
. s h a l l  be a s se s se d  as i f  such s u b s c r ib e r  had subsc r ibed  co
s i n g l e - p a r t y  s e r v i c e .

( j )  The End User Common Line charge  f o r  a r e s i d e n t i a l  s u b s c r i b e r  ' s h a l l  
be 50Z of  che charge s p e c i f i e d  in  s u b se c t io n s  69 .104(c )  and (d)  i f  
che r e s i d e n t i a l  l o c a l  exchange s e r v i c e  race  f o r  such s u b s c r ib e r s  i s  
reduced by an e q u iv a len t  amounc, provided t h a t  auch lo c a l  exchange
s e r v i c e  race  r educ t ion  i s  based upon a means t e s t  chat  i s  s u b je c t
to  v e r i f i c a c i o n .
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(k)  (1)  7he End User Common Line charge f o r  r e s i d e n t i a l  a u b a c r ib e r a  

n h a l l  be reduced co th e  excenc o f  che aca te  aaa ia c a n c e  aa 
' u l c u l a t e d  in  aubaeccion ( k ) ( 2 ) o f  Chia s e c t i o n ,  o r  waived in  
f u l l  i f  Che a tace  aaa iacance  equala o r  exceeda Che 
r e a i d e n c ia l  End Uaer Common Line charge under che 

. c i rcuaacancea  dcac r ibed  below. In  o rd e r  Co q u a l i f y  f o r  ch ia  
w a ive r ,  Che s u b s c r i b e r  must be e l i g i b l e  f o r  and r e c e i v e  
aaa iacance  or  ben e f i ca  provided purauanc Co a na r row ly  
ta rgecced  te lephone  company l i f e l i n e  aaa iacance  program, 
r e q u i r i n g  v e r i f i c a t i o n  of  e l i g i b i l i t y ,  - implemented by che 
acace o r  l o c a l  ca lephone  company. A a t a c e  o r  lo c a l  te lephone  
company v iah ing  co implement ch ia  End Uaer Common Line 
r e d u c t io n  o r  waiver  f o r  i ca  aubac r ibe ra  a h a l l  f i l e  
in formacion wich Che Commission S e c re t a ry  dem onst ra t ing  chac 
i c a  plan meeCs Che c r i t e r i a  sec out  i n  ch ia  a e c t io n  and 
ahoving Che amounc o f  acace a s s i s t a n c e  per  s u b s c r i b e r  as- 
d e sc r ib e d  in  aubsecc ion  ( k ) ( 2 )  of  ch i s  s e c t i o n .  The 
r e d u c t io n  o r  w aiver  of  che End User Common Line charge a h a l l  
be* a v a i l a b l e  as  soon aa che Commission c e r t i f i e s  chac che 
acace o r  l o c a l  te lephone  plan  s a t i s f i e s  che c r i t e r i a  sec ouc 
in  ch is  aubaeccion and che r e l e v a n t  c a r i f f  p ro v i s io n s  become 
e f f e c t i v e .

( 2 ) ( i )  The acace a s s i s t a n c e  per  s u b s c r i b e r  s h a l l  be equa l  co che 
d i f f e r e n c e  between che charges  t o  be paid by che 
p a r t i c i p a t i n g  s u b s c r i l e r s  and chose co be paid by ocher 
s u b s c r ib e r s  -for  comparable monthly l o c a l  exchange s e r v i c e ,  
a e rv i c e  conneccions and customer d e p o s i t s ,  except  cha t  
b enef i ca  or  a s s i s t a n c e  f o r  conneccion charges  and d e p o s i t  
requi rements  may on ly  be counted once a n n u a l ly .  In o rd e r  co 
be inc luded  in c a l c u l a t i n g  che s t a t e  a s s i s c a n c e ,  such 
b e n e f i t s  muse be f o r  a s i n g l e  CeUohone l i n e  co che 
h ouseho ld ' s  p r i n c i p a l  r e s id e n c e .

( i i )  The monthly acace a s s i s t a n c e  per  p a r t i c i p a t i n g  s u b s c r i b e r  
s h a l l  be c a l c u la c e d  by adding che amouncs c a l c u l a t e d  in  
paragraphs ( k ) ( 2 ) ( i i ) ( A )  and (B) o f  ch is  s e c t i o n .

(A) The amount of  che monchly acace a s s i s c a n c e  per 
p a r t i c i p a t i n g  s u b s c r i b e r  f o r  lo c a l  exchange s e r v i c e  s h a l l  be 
ca lcu laced  by d iv i d in g  che annual  d i f f e r e n c e  between charges  
paid by a l l  p a r t i c i p a t i n g  s u b s c r ib e r s  fo r  r e s i d e n t i a l ,  l o c a l  
exchange s e rv i c e  and Che amounc which would have been charged 
Co n o n -q u a l i fy in g  s u b s c r ib e r s  f o r  comparable s e r v i c e  by 
twelve t imes Che number of  s u b s c r ib e r s  p a r t i c i p a t i n g  in che 
scace a s s i s c a n c e  program. Est imates  may be used when 
h i s t o r i c  da ta  a re  noc a v a i l a b l e .



( B ) T h e  amounc of  Che monthly s t a t e  a s s i s c a n c e  f o r  s e r v i c e  
conneccions and customer • d e p o s i t s  p e r  p a r c i c i p a c i n g  
s u b s c r i b e r  s h a l l  be c a l c u l a t e d  by de te rm in ing  - the annual  
amounc of  the  reduc t ions  in  Chese charges  f o r  p a r t i c i p a t i n g  
s u b s c r ib e r s  each y ea r  and d i v i d i n g ’ Chis amounc by twelve 
t imes Che number of  p a r t i c i p a t i n g  s u b s c r i b e r s .  Es t imates  may 
be used when h i s t o r i c  da ta  a r e  no t  a v a i l a b l e .

In conneccion wich che f i l i n g  of  access  t a r i f f s  pursuanc to  
■ Sect ion  6 9 . 3 ( a ) , - telephone- companies- s h a l l  c a l c u l a t e  f o r  che 

a s s o c i a c io n  Cheir p ro jec ted  revenue requirement a t c r i b u t a b l e  
Co che o p e ra t io n  of Sec t ions  6 9 . 1 0 4 ( j ) - ( k ) .  The a s s o c i a c io n  
s h a l l  add such amounts co the  L i f e l i n e  Ass iscance  revenue 
requ i rement ,  b i l l  and c o l l e c t  such amounCs from in te rexchange  
c a r r i e r s  pursuanc to Sec t ions  69 .116-69 .117 ,  and d i s t r i b u t e  
the  funds to  q u a l i f y in g  te lephone  companies pu rsuan t  to  

• Sec t io n -6 9 .6 0 3 (d ) .

charge s h a l l  be assessed  f o r  any WATS access  l i n e .

105 C a r r i e r  Common Line

(a )  A charge  thac  i s  expressed  in d o l l a r s  and c e n t s  per  acces s  minute 
o f  use s h a l l  be assessed  upon a l l  in t e rexchange  c a r r i e r s  t h a t  use 
lo c a l  exchange common l i n e  f a c i l i t i e s  f o r  che p ro v i s io n  of  
i n c e r s c a t e ' o r  fo re ig n  te lecommunications s e r v i c e s ,  except  chac che 
charge  s h a l l  noc be assessed  upon in te rexchange  c a r r i e r s  co che 
excenc they r e s e l l  HTS or MTS-type s e r v i c e s  of  ocher  common 
c a r r i e r s  (OCCs).

(b)  (1)  The C a r r i e r  Common Line charge of a s s o c i a c i o n .  Common Line
t a r i f f  p a r t i c i p a n t s  s h a l l  be computed by d i v i d in g  Che 
p ro je c te d  C a r r i e r  Common Line revenue requirement of  such 
te lephone  companies,  plus the p r o j e c t e d  C a r r i e r  -Common Line 
revenue requirement of  te lephone companies t h a t  a r e  noc
as s o c ia c io n  Common Line c a r i f f  p a r t i c i p a n t s ,  by Che pro jecced  
annual  access  minutes of  use f o r  a l l  i n t e r s t a t e  and 
i n t e r n a t i o n a l  se rv ice s  chac use l o c a l  exchange common l i n e  
f a c i l i t i e s  and a re  s u b je c t  to charges  under paragraph ( a )  of  
t h i s  s e c t i o n .  Each minute of use o f  any l o c a l  exchange common 
l i n e  by such s e rv ic e s  s h a l l  be counted f o r  purposes of

* computing Chis charge .  Telephone companies t h a t  -are noc
a s s o c ia c io n  Common Line c a r i f f  p a r t i c i p a n t s  s h a l l  submit to  
the  Commission and to  Che a s s o c i a t i o n  whatever d a t a  the 
Commission s h a l l  determine a r e  n e c e ss a ry  to c a l c u l a t e  Chis 
charge .

( 1 )

(or) No



(2 )  The C a r r i e r  Common Line cha rge (a )  of te lephone  companies t h a t  
a re  not  a s s o c i a t i o n  Common Line t a r i f f  p a r t i c i p a n t s  s h a l l  be 
computed a t  th e  l e v e l  of  C a r r i e r  Common Line acc es s  element 
agg rega t ion  s e l e c t e d  by such telephone  companies pu rsuan t  t o
Sec t ion  6 9 . 3 ( e ) ( 7 ) .  The charge f o r  each such element s h a l l
be computed by d iv i d in g  the  p ro je c te d  C a r r i e r  Common Line
revenue requ irement by the  p ro je c te d  annual a cc es s  minu tes 
f o r  a l l  i n t e r s t a t e  o r  f o r e ig n  s e r v i c e s  thac use l o c a l  exchange 
common l i n e  f a c i l i t i e s  r e l a t e d  to  such revenue r e q u i re m en t .

* * * * *

69.116 Universa l  Se rv ice  Fund 

E f f e c t i v e  A p r i l  1, 1989:

( a )  A charge thac  i s  expressed  in  d o l l a r s  and cencs per  l i n e  per  month 
s h a l l  be as ses sed  upon a l l  in terexchange  c a r r i e r s  t h a t  use l o c a l  
exchange swi tch ing  f a c i l i t i e s  f o r  the p rov is ion  o f  in c e r s c a c e  o r  
f o r e ig n  te lecommunications  s e r v i c e s  and thac have a t  l e a s e :  ( 1 ) 
one percen t  of the  t o t a l  common l i n e s  p resubsc r ibed  t o
in te rexchange  c a r r i e r s  in  a l l  s tudy a r e a s ;  o r  (2 ) f ive  pe rce n t  o f  
che p re subsc r ibed  l i n e s  in  any s tudy a r e a  and a minimum ^*fa*3ne
thousand p re subsc r ibed  l i n e s  in  chat  s tudy a r e a .  * •

•  .
(b )  The charge s h a l l  be computed by che a s s o c ia c io n  on a semi-annual  

b a s i s  by d iv id in g  o n e - tw e l f th  of che p ro je c te d  annual  U n ive rsa l  
S e rv ice  Fund revenue requirement by che t o t a l  number o? common 
l i n e s  p resubsc r ibed  to in te rexchange  c a r r i e r s  de f ined  in S e c t io n  
6 9 .1 1 6 (a ) .  The a s s o c ia c io n  s h a l l  b i l l  and c o l l e c t  che cha rge ,  and 
d i s b u r s e  a s s o c i a t e d  revenue ,  on a monthly b a s i s  pursuanc to  S ec t io n  
6 9 .6 0 3 (c ) .

( c )  Telephone companies s h a l l  provide co the a s s o c ia c io n  che d a t a
n ece ss a ry  to compute che charge .  These da ta  s h a l l  inc lude  che 
number o f  p re subsc r ibed  common l i n e s  in  each study a r e a  and Che 
number of  those  l i n e s  a s s o c i a t e d  with each in terexchange  c a r r i e r  
s e rv ing  chat  scudy a r e a .  In a s tudy area  served by a s i n g l e
in te rexchange  c a r r i e r ,  a l l  common l i n e s  s h a l l  be cons ide red  as 
p resubsc r ibed  to  cha t  in te rexchange  c a r r i e r .  Informat ion
concerning presubacr ibed  common l i n e s  s h a l l  be f i l e d  wich che
a s s o c i a t i o n  on June 30 and January 2 of each y e a r ,  beg inning on 
June 30, 1988. P resubsc r ibed  cosmon l i n e  daca f i l e d  on June 30 
s h a l l  be c a l c u l a t e d  as of December 31 of  che preced ing  y e a r ,  and 
p reaubscr ibed  common l i n e  d a t a  f i l e d  on January 2 s h a l l  be
ca l c u la c e d  as of  June 30 of  the preceding yea r i



69.117 L i f e l i n e  A s s i s t a n c e

E f f e c t i v e  A p r i l  1, 1989:

( a )  A charge  th a t  i s  expressed i n  d o l l a r s  and c e n t s  per l i n e  per month 
s h a l l  be a s s e s s e d  upon a l l  in terexchange c a r r i e r s  t h a t  u se  l o c a l  
exchange sw i t c h in g  f a c i l i t i e s  f o r  che p r o v i s i o n  o f  i n c e r s c a c e  o r  
f o r e i g n  te le commun ica t ion s  s e r v i c e s  and that  have a t  l e a s t :  (1) 
one percent  o f  che t o t a l  common l i n e s  p re subs cr ib ed  co 
in terexchange c a r r i e r s  i n  a l l  study a r e a s ;  o r  (2) f i v e  percen t  o f  
the ' pre subscr ibed  l i n e s  i n  any scudy ar e a  and a minimum o f  one 
thousand pre subscr ibed  l i n e s  in  chat s tudy  a r e a .

(b)  The charge s h a l l  be computed by che a s s o c i a t i o n  on a -  s em i -annua l  
b a s i s  by d i v i d i n g  che sum of  o n e - tw e l f t h  o f  the p ro j e c t ed  annual  
L i f e l i n e  A s s i s t a n c e  revenue requirement and o n e - cw e l f t h  o f  che 
p ro j e c t ed  annual  revenue requirement c a l c u l a t e d  by a l l  t e lephone  
companies pursuanc to  S e c t i o n  69.104(1) by the number o f  common 
l i n e s  pre subscr ibed  to  in terexchange  c a r r i e r s  defined- in  S e c t i o n  
69 .117(a) .  The a s s o c i a c i o n  s h a l l  b i l l  and c o l l e c t  che ch arge ,  and 
d i s bu r s e  a s s o c i a t e d  revenue ,  on a monthly b a s i s  pursuant t o  S e c t i o n  
69 .603(d) .  .

( c )  Te lephone  companies  s h a l l  prov ide  to the a s s o c i a t i o n  che da ta  
n e ce s sa ry  t o  compute Che c h a r g e .  These  d a ta  s h a l l  i n c l u d e  che 
number of pre subscr ibed  common l i n e s  in  each study area  and che 
number o f  those  l i n e s  a s s o c i a t e d  w ith  each in terexchange s e rv ing  
thac study a r e a .  In a scudy area  served by a  s i n g l e  in terexchange  
c a r r i e r ,  a l l  common l i n e s  s h a l l  be c on s id e r ed  as p re subscr ibed  to 
thac in terexchange c a r r i e r .  Informat ion concern ing  p re subscr ibed  
cotnaon l i n e s  s h a l l  be f i l e d  wich chu a s s o c i a t i o n ' o n  June 30 and 
January  2 o f  each y ea r ,  beg inn ing  on June 30, 1988. Presubscr ib ed  
common l i n e  da ta  f i l e d  on June 30 s h a l l  be c a l c u l a c e d  as of  
December 31 of che preced ing  y e a r ,  and pre subscr ibed  common l i n e  
da ta  f i l e d  on January  2 s h a l l  be c a l c u l a c e d  as o f  June 30 of che 
preced ing  y e a r .

69.202 I n i t i a l  End User  Common L i n e  Charges DELETE

69.203 T r a n s i t i o n a l  End User Common L i n e  Charges

(a)  Except  as prov ided in S e c t i o n s  69.104 and- 69.204, che End User  
Common L i n e  charge  for  s i n g l e  l i n e  b u s in e s s  s u b s c r i b e r s ,  t * n g l e  
l i n e  r e s i d e n t i a l  s u b s c r i b e r s , ,  and m u l t i - l i n e  r e s i d e n t i a l  
sub s c r ib e r s  s h a l l  b r  che l e s s e r  o f  che charge computed in  S e c t i o n  
69.104(c)  o r  $2 per l i n e  per month u n t i l  Hay 31, 1987; $2.60 per
1 i i it  per mooch dur ing che per iod  from June 1, 1987 through August
31, 19C8; pe*. prv month dur ing che per iod from



September i ,  1988 chrough March 31, 1989; and $3.30 per mooch
t h e r e a f t e r . .  " . .

(b)  The End User  Common L i n e  charge for  each  su b s c r ib e r  l i n e  used f o r  
Cen trex -CO  s e r v i c e  that  was in  p l a c e  or  on order as  of J u l y  27, 
1983, s h a l l  be the l e s s e r  o f  the charge computed in S e c t i o n  
69.104(c)  o r  $3 per i i n e p e r  month u n t i l  May 31, 1987; $4 per l i n e  
per  month dur ing the p e r iod ' f r om  June 1, 1987 through August 31, 
1988; $3 per l i n e  per month for  the  pe r iod  from September 1, 1988 
Chrough March 31, 1988; and $6 per l i n e  per month t h e r e a f t e r .

( c )  No charge  s h a l l  be a s s e s s e d  for any WATS a c c e s s  l i n e .

* * * * *
, *

69.207' In ter im , C a r r i e r  Common L in e .Cha rg e s

N o tw i th s t and in g  S e c t i o n s  69.203 and 69*203, Che c r a n s i c i o n a l  premium charges 
f o r  Che C a r r i e r  Common L i n e  element s h a l l  be computed in  accordance  w i th
t h i s  s e c t i o n  dur ing the p e r i od  commencing June 1, 1986, and con c lu d in g
August 31, 1988. For  purposes o f  t h i s  s e c t i o n ,  the term "open  end" o f  a
c a l l  r e f e r s  t o  the o r i g i n a t i o n  o r  t e rm ina t ion  o f  a c a l l  that  u t i l i z e s
exchange c a r r i e r  cosnon l i n e  p l a n t .  (A c a l l  can have no ,  one ,  or  two open 
e n d s ) .  The t r a n s i t i o n a l  premium charges for  the C a r r i e r  Common L i n e  element 
s h a l l  be expressed in  d o l l a r s  and cen t s  per a c c e s s  minute.  The charge s h a l l  
be 4.33 c e n t s  per premium minute f o r :  ( i )  A l l  t e rm ina t ing  premium minutes 
on c a l l s  v i t h  two open ends ( e . g . ,  an HTS o r  OCC MTS -type c a l l ) ;  and ( i i )  
a l l  WATS-type or  FX c a l l s .  For purposes o f  c h i s  s e c t i o n ,  che term 
" o r i g i n a t i n g - I I  m inutes "  re fe r s  co o r i g i n a t i n g  minutes on c a l l s  w ith two 
open ends .  The charge on premium o r i g i n a t i n g - I I  minutes s h a l l  be computed 
by s u b t r a c t i n g  the sum of  the p ro j e c t ed  revenues generated from ( i )  che 4.33 
c e n t s  per minute premium charge de scr ib ed  above and ( i i )  che co rre spond ing  
non-premium ch arge ,  from che c a r r i e r  common l i n e  revenue requirement and 
d i v i d i n g  che remainder by the sum of  che p ro j e c t ed  premium o r i g i n a t i n g - I I  
minutes  and a number equaL co  .43 m u l t i p l i e d  by che p ro je c t ed  non-premium 
o r i g i n a t i n g - I I  minuces.  For purposes o f  t h i s  s e c t i o n ,  i f  che c a l c u l a t i o n s  
d e s c r ib ed  above r e s u l t  in  a n eg a t i v e  per minute charge on o r i g i n a c i n g - I I  
m inuce s ,  such charge  s h a l l  be ad ju sced  to  equal  .00 c e n t s ,  and che 
charge  of 4.33 cen t s  on t e rm ina t ing  minuces s h a l L  be lowered a c c o r d i n g l y .

* * * * *

69.410 Ocher Expenses



69.604 B i l l i n g  and C o l l e c t i o n  o f  Access  Charges

(a)  Te lephone  companies s h a l l  b i l l  and c o l l e c t  a l l  a c c e s s  ch a rge s  
except chose  charges  s p e c i f i e d  in  S e c t i o n s  69.116 and 69.117.

* ■ * * * ★

69.60S Repor t ing  and D i s t r i b u t i o n  o f  Pool  Access  Revenues

(a )  Acces s  revenues and c o s t  da ta  s h a l l  be reported by p a r t i c i p a n t s  in  
a s s o c i a t i o n  t a r i f f s  to  the a s s o c i a t i o n  fo r  computat ion o f  month ly  
poo l  revenues d i s t r i b u t i o n s  i n  accordance w i th  t h i s  Subparc.

★ *  Hr ★ *

69.612 Long Term and Transitional Support

A te lephone  company chac does noc p a r t i c i p a t e  i n  Che a s s o c i a t i o n  Common L i n e
Cariff shall have computed by che associacion:

(a )  Long Term Supporc O b l i g a t i o n

The Long Term Support payment o b l i g a t i o n  o f  t e l ephone  company  
tha t  are noc a s s o c i a c i o n  Common L i n e  C a r i f f  p a r t i c i p a n t s  s h a l l  se 
e q u i v a l e n t  cc che d i f f e r e n c e  between the p ro j e c t ed  C a r r i e r  Common 
L i n e  revenue requirement o f  a s s o c i a t i o n  Common L i n e  c a r i f f  
p a r t i c i p a n t s  and che p ro j e c t ed  revenue recovered by che 
a s s o c i a c i o n  C a r r i e r  Common L in e  charge  as c a l c u l a c e d  pursuanc co 

. S e c t i o n  6 9 .10SCb)<1) .

(1) For  che per iod  from Apr i l  1, 1989 Chrough March 31, 1994, 
Che Long Term Supporc payment o b l i g a t i o n  s h a l l  be funded by
a l l  t e lephone  companies Chat are not a s s o c i a c i o n  Coamon L i n e
c a r i f f  p a r t i c i p a n t s  and do noc r e c e i v e  t r a n s i t i o n a l  supporc 
pursuanc to su b s e c t i o n  69 .612(b) .  The percentage  o f  che 
to t aL  annual Long Term Supporc requirement pa id  by each 
te lephone  company in  ch i s  group chat  i s  not a L e ve l  I or 
L e ve l  I I  C o n t r i b u t o r  s h a l l  equa l  che number of i t s  common 
l i n e s  d i v i d e d  by the t o t a l  number o f  common l i n e s  o f  a l l  
te lephone  companies, paying Long Term Supporc . The remain ing  
amounc o f  Long Term Supporc requirement s h a l l  be a l l o c a t e d  
among Le ve l  I and Leve l  I I  C on t r ib u t o r s  based upon che amount 
of  each  L e v e l  I  and L e ve l  I I  C o n t r i b u t o r ' s  1988 ' c o n t r ib u t i o n s  
to che a s s o c i a t i o n  Common L i n e  poo l  i n  r e l a t i o n  t o  the t o t a l  
amounc o f  1988 Common L ine  poo l  c o n t r i b u t i o n s  of  a l l  o th e r  
L e v e l  I  and L e ve l  I I  C o n t r i b u t o r s .  Tha a s s o c i a t i o n  s h a l l  
inform tr  :h t e l ephone  company about i t s  mandatory Long Term 
Supporc o b l i g a t i o n  w i t h in  a r e a sonab le  cime p r i o r  co the



f i l i n g  of each  t e l ephone  company'* annual  Common L ind  c a r i f f  
r e v i s i o n s  o r  ocher  s im i l a r  f i l i n g  ordered By the Commission. 
Such amounts s h a l l  r epre sent  a n e g a t i v e  net  b a l an ce  due to 
the a s s o c i a t i o n  t h a t  i t  s h a l l  b i l l ,  c o l l e c t ,  and d i s t r i b u t e  

• pursuant  t o  S e c t i o n  69 .603(e) .

(2) Beg inn ing  A p r i l  1, 1994, and t h e r e a f t e r ,  the Long Term
Support  payment o b l i g a t i o n  s h a l l  be funded by each ' t e l e p h on e  
company tha t  f i l e s  i t s  ovn C a r r i e r  Common L i n e  t a r i f f  and 
does no t  r e c e i v e  t r a n s i t i o n a l '  su pp o r t .  The percentage  of  
the t o t a l  annual Long Term Support  requirement p a i d ' b y  each 
o f  the se  companies s h a l l  equa l  the  number o f  i t s  common l i n e s  
d i v i d e d  by the t o t a l  number o f  cpmmon l i n e s  o f  a l l  t e l ephone  
companies paying Long Term Support .  The a s s o c i a t i o n  s h a l l  
inform each t e lephone  company about i t s  mandatory Long Term 
Support  o b l i g a t i o n  v i t h i n  a ' r e a s on ab l e  t ime p r i o r  to che 
f i l i n g  of ea ch  t e l ephone  company's annua l  Common L i n e  c a r i f f  
r e v i s i o n s  o f  o th e r  s im i l a r  f i l i n g  ordered by the  Commission. 
Such amounts s h a l l  r epresen t  a n e g a t i v e  net  ba l an ce  due to 
che a s s o c i a c i o n  thac i t  a h a l l  b i l l ,  c o l l e c t ,  and d i s t r i b u t e  
pursuanc to S e c t i o n  69 .603(f ) .

(b) T r a n s i t i o n a l  Supporc

(1)  T e lephone  Companies c a t e g o r i z e d  a s  L e v e l  I  and Leve l  I I  
R e c e i v e r s  chat f i l e  c h e i r  own Common L i n e  t a r i f f s  e f f e c t i v e  
A p r i l  1, 1989 s h a l l  r e c e i v e  T r a n s i t i o n a l  Support  f o r  a four
year  per iod  commencing A p r i l  1, 1989. L e v e l  I I  R e c e iv e r s  chat  
f i l e  c h e i r  ovn Common L in e  C a r i f f s  e f f e c t i v e  January  I ,  1990 
s h a l l  r e c e i v e  T r a n s i t i o n a l  Supporc f o r  a f ou r  year  per iod  
commencing January 1, 1990. T r a n s i t i o n a l  Support for each of  
chese  t e l ephone  companies s h a l l  be computed on. che b a s i s  o f  
i t s  net revenues l e s s  revenue requirement amouncs f o r  1988 
( ad ju s t ed  . 'or Che a d d i c i o n a l  revenues  r e s u l t i n g  from an 
i n c r e a s e  in  End User Common l i n e  charges  to $3.30) 
T r a n s i t i o n a l  Supporc for  chese te lephone  companies dur ing  che 
t r a n s i t i o n  per iod  s h a l l  be as f o l l o w s :

Te ar  1 -  801 o f  che ad ju s t ed  1987 frozen  amounc
Year 2 -  60Z of  the a d ju s t ed  1987 frozen  amount
Year 3 -  40Z o f  Che ad ju s t ed  1987 frozen  amount
Year 4 -  20Z o f  che ad ju s t ed  1987 f ro zen  amounc

(2)  For  che per iod from Apr i l  1, 1989 through December 31, 1994,
the  T r a n s i t i o n a l  Supporc Fund s h a l l  be funded by a l l  
t e l ephone  companies or groups o f  a f f i l i a t e d  t e l ephone  
companies chac a re  not  a s s o c i a t i o n  Common L in e  c a r i f f



p a r t i c i p a n t s  nnd do not  q u a l i f y  under S e c t i o n  69 .612(b)(1 )  
f o r  T r a n s i t i o n a l  Supporc payments.  The  percen tage  o f  the 
t o t a l  annual  T r a n s i t i o n a l  Support requirement pa id  by each  
t e lephone  company o r  group of a f f i l i a t e d  t e l ephone  companies 
mret ing t h i s  d e f i n i t i o n  tha t  i s  no t  a L e v e l  . I  o r  L e v e l  I I  
C on t r ib u t o r  s h a l l  equa l  the number of i t s -  common l i n e s  
d i v i d e d  by Che t o t a l  number o f  comcron l i n e s  o f  a l L  companies  
pay ing T r a n s i t i o n a l  Suppor t .  The percentage o f  the  remain ing 
T r a n s i t i o n a l  Support requirement s h a l l  be a l l o c a t e d  among 
L e v e L  I  and L e v e l  I I  C o n t r i b u t o r s  based upon the amount o f  
e a c h - L e v e l  I  and L e v e l  I I  C o n t r i b u t o r * s  1988 c o n t r i b u t i o n s  to  
the  a s s o c i a t i o n  Common L i n e  P o o l  i n  r e l a t i o n  t o  Che t o t a l  
amount of 1988 Common L i n e  p o o l  c o n t r i b u t i o n s  o f  a l l  o cher  
L e v e l  I  a nd '  L e v e l  I I  C o n t r i b u t o r s .  The A s s o c i a t i o n  s h a l l  
inform e a ch  L e v e l  I  and L e v e l  I I  C o n t r i b u t o r  about  i t s  
mandatory T r a n s i t i o n a l  Support payment w i t h i n  a  r e a s o n a b l e  
time p r i o r  t o  the f i l i n g  o f  each t e l ephone  company ' s  annua l  
Common L i n e  t a r i f f  r e v i s i o n s  o r  o th e r  s im i l a r  f i l i n g  ordered 
by the  Commission. Such amounts s h a l l  r e p r e s e n t  a  n e g a t i v e  

- n e t  ba l an ce  due Che a s s o c i a t i o n  from L e v e l  I  and L e v e l  I I  
C on t r ibu tor s  Chat the a s s o c i a c i o n  s h a l l  b i l l ,  c o l l e c t ,  and 
d i s t r i b u t e  pursuant  to S e c t i o n  69 .603( f ) .



HB 23 - "Lifeline" T e l e p h o n e  Service

* F e deral P r o g r a m  is c a l l e d  LINKUP AMERICA.

A. Feds will pay o n e -hal f the p h o n e  i n s tallat ion c h a r g e  ... 
up  t o  $30 ... not m o r e  than once e v e r y  two years p e r  family.

B. T h e  local p h o n e  company can then a l l o w  its c u s t o m e r  to 
pa y  off t h e  r e m a i n i n g  o n e -ha lf i n s t a l l a t i o n  fee over a two 
y e a r  p e r i o d  ... the Feds pay the interest charge.

C. T h e  Feds will p a y  t h e  local p hon e company 100% of the 
s u b s c r i b e r  line charge ... n o w  $2/month, incre a s i n g  to 
$ 3 . 5 0 / m o n t h  w i t h i n  two years.

* T h e  m o n e y  to p a y  for LINKUP A M E R I C A  w i l l  come from a surcharge 
p l a c e d  on large, long d i s t a n c e  p h o n e  companies  ... will pr obably 
am o u n t  to a b o u t  one cent/call.

- A l a s c o m  is a l r e a d y  h e a v i l y  su bsid i z e d  b y  A T & T  and lower 
'48 ratepayers, and t h e r efore A lask a rate payers w o n ' t  notice 
the surcharge.
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A NEW CHIEF EXECUTIVE OFFICERi SPEAKS OUT 
An interview with PG&E's Richard A^CIarke

A LESSON FROM GRAND GULF: A GAP IN JURISDICTION 
By Sheldon L. Bierman

CAPITAL STRUCTURE MAINTENANCE: A CHALLENGE FOR 
/  ELECTRIC UTILITIES

By Carl G. K. Weaver and Mark S. Gerber'

PLANNING NEEDED FOR NUCLEAR PLANT LIFE EXTENSION 
By Lawrence P. Williams
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Furlfier  back g ro u n d  in fo rm ation  
\  a p p e a r e d  in E P A 's  te n ta t iv e  

d e te rm in a t io n  (Vol. 50, No. 222, FR 
47071, N o v e m b e r  14.1985). A lo n g  w ith  
the te n ta t iv e  d e te rm in a t io n ,  EPA  
an n o u n c e d  the  ava i lab i l i ty  o f  the 
T e r r i to ry ’s ap p l ica t io n  for  pub lic  
co m m en t an d  a hea r ing  w a s  sc h e d u le d .  
The  p ub l ic  hea r ing  w a s  not h e ld  as 
sc h ed u le d  on D e c e m b e r  19,1985 s ince  
ne i th e r  EPA n o r  the T err i to ry  rec e iv e d  
sign ifican t in te res t  in ho ld ing  the 
hearing .  Therefore ,  EPA has  d e te rm in e d  
that th e  T e rr i to ry 's  h a z a r d o u s  w a s te  
p rogram  sa t is f ie s  all n e c e s s a r y  
requ irem en ts  for  F inal A u tho riza tion .

Decision
I co n c lu d e  th a t  the T e r r i to ry ’s 

app l ica t ion  for  Final A u th o r iza t io n  
m eets  a l l  of the  s ta tu to ry  a n d  regu la to ry  
requ irem en ts  e s ta b l i sh e d  by  RCRA. 
Accordingly , th e  Terr i to ry  of  G u am  is 
g ran te d  Final A u tho r iza t ion  to  o p e ra te  
its h a z a rd o u s  w a s t e  p ro g ra m  su b je c t  to 
the l im ita t ions  on  ilB  a u th o r i ty  im p o sed  
by the H a z a r d o u s  an d  Solid  W a s te  
A m en d m en ts  o f  1984 (Pub. L. 98-816, 
N o v em b e r  8.1984) (HSW A). T h is  m e a n s  
tha t th e  T err i to ry  of G u a m  n o w  has  the  
responsib il i ty  for perm itting  t r ea tm e n t ,  
s to rag e  an d  d isp o sa l  fac ili t ies  w ith in  its 
b o rd e rs  and  ca rry ing  o u t  the o th e r  
a s p e c ts  of the RCRA program . T he  
T e rr i to ry  of G u a m  a lso  has  p r im ary  
en fo rcem en t  responsib il i ty ,  a l though  
EPA re ta in s  th e  right to  co nduc t  
in spec t ions  a n d  reques t  in form ation  
u n d e r  Sec t ion  3007 of  RCRA. to  take  
en fo rcem en t  ac t io n s  u n d e r  s e c t ’ons 
3008. 3013 a n d  7003 o f  RCRA a n d  to 
en fo rce  ce r ta in  provis ions  of T err i to r ia l  
law.

Prior to the H a z a rd o u s  a n d  Solid 
W a s te  A m e n d m e n ts  (H SW A ). a S ta te  
w ith  F ina l  A u th o r iza t io n  w o u ld  h av e  
a d m in is te red  its  h a z a rd o u s  w a s t e  
p rog ram  en t ire ly  in lieu of the  EPA. 
EPA's regu la t ions  no longer a p p l ie d  in 
the au th o r ized  State , a n d  EPA could  not 
issue perm its  fo r  any fac ili t ies  the  S ta te  
w a s  n o t  au tho r ized  to permit.

In c o n t ra s t ,  u n d e r  sec tion  3008(g) o f  
RCRA. 42 U.S.C. 6920(g). the n e w  
requ irem en ts  a n d  p roh ib it ions  im p o sed  
by Ihe H S W A  lake  effect in a u th o r iz e d  
S ta le s  a t  the s a m e  tim e a s  th e y  take 
effect in non -au lh o r ized  S ta le s .  EPA is 
d i rec ted  to cu r ry  out those  r eq u irem en ts  
and  p ro h ib i t ions  in a u th o r iz e d  S ta tes ,  
inc lud ing  the is su a n c e  of  full o r  p a r t ia l  
perm its ,  until th e  S ta te  is g ran te d  
a u th o r iza t io n  to  do so.

As a  result o f  the H S W A , th e re  w ill  be  
a  dua l  T e r r i to r ia l /F e d e ra l  regu la to ry  
p rog ram  in G u a m  af te r  final 
au tho riza t ion .  T o  the e x ten t  th e  
T err i to r ia l  p rogram  is u n a f fec ted  by the  
H S W A , tho T err i to r ia l  p ro g ra m  will

o p e ra te  in  lieu o f  the F e d e ra l  p rogram . If  
th e  H S W A -re la te d  p rov is ions  a r e  m ore 
s t r in g en t  th a n  G u am 's ,  E PA  will 
a d m in is te r  an d  en fo rce  th e  p o r t io n s  of  
the  H S W A  In G u a m  un ti l  the T e r r i to ry  
r ec e iv e s  au th o r iz a t io n  to  do so. A m ong  
o th e r  things, th is  will e n ta i l  the  is s u a n c e  
o f  F e d e ra l  RC RA  perm its  for th o s e  a r e a s  
in  w h ich  the T er r i to ry  is no t  yet 
a u th o r ized .  O n c e  G u am  is au thorized  to  
im p lem e n t  a  H S W A  req u irem en t  o r  
p roh ib it ion ,  the  T e r r i to r ia l  p rog ram  in 
th a t  a r e a  will o p e ra te  in  lieu o f  the  
F ed e ra l  p rog ram . G uam  is not be ing  
a u th o r iz e d  n o w  for  a n y  r eq u irem en t  
im p lem en ting  th e  H S W A . Until th a t  time 
th e  T err i to ry  w ill  a s s is t  EPA 's 
im p le m e n ta t io n  o f  the H S W A  u n d e r  a 
C o o p e ra t iv e  A g re em en t .  A ny  T e r r i to r ia l  
r e q u ire m e n t  th a t  is m o re  s tr ingen t than  
a H S W A  pro v is io n  re m a in s  in effect. F o r  
ex a m p le ,  if G u a m  h a d  m o re  specif ic  
re q u ire m e n ts  for  t r e a tm e n t  facilities, 
th e y  m u s t  com ply  w ith  the  m ore 
s tr ingen t T err i to r ia l  req u irem en ts .

T h e  T err i to r ia l  p ro g ra m  d o es  no t  
inc lude  ju r isd ic t ion  o v e r  Ind ian  Lands,  
b e c a u s e  th e re  a r e  no In d ia n  L a n d s  in 
G uam .

EPA h a s  p u b l ish ed  a F ed e ra l  R eg is te r  
n o tice  th a t  e x p la in s  in d e ta i l  th e  H S W A  
a n d  its effect on  a u th o r iz e d  S ta te s .  T h a t  
no tice  w a s  p u b l is h e d  a t  50 FR 28702- 
28755. July 15,1985.

C o m p lia n c e  W i th  Execu tivo  O r d e r  12291

T h e  Office o f  M a n a g e m e n t  Budget 
(OMB) h a s  e x e m p te d  th is  rule from  the  
r e q u ire m e n ts  o f  S ec t ion  3 of E xecu tive  
O rd e r  12291.

Cert if ica tion  U n d e r  the  R eg u la to ry  
F lex ib ili ty  Act

P u rsu a n t  to the  p rov is ions  of  5 U.S.C. 
605 (b), I h e re b y  certify  th a t  this 
a u th o r iz a t io n  w ill  not h a v e  a s ign if ican t  
ec o n o m ic  im p a c t  on a s u b s ta n t ia l  
n u m b e r  o f  sm all en t i t ie s .  This 
a u th o r iz a t io n  e f fec tive ly  s u sp e n d s  the 
a p p l ica b i l i ty  o f  ce r ta in  F edera l  
reg u la t io n s  in fav o r  o f  G u a m 's  p rogram , 
th e re b y  e l im ina ting  dup lica t ive  
r e q u ir e m e n ts  fo r  h a n d le r s  of h a z a r d o u s  
w a s t e  in the  T err i to ry .  It does  n o t  
im pose  a n y  b u rd e n s  on  small en tit ies .  
T h is  ru le  the re fore ,  d o c s  no t  requ ire  a 
• regulatory  flexibility  an a lys is .

A u tho r i ty

Thi- tice is issue  u n d e r  the
t u tho  r S ec t ions  2002(a), 3006, an d
7004(bj o i . e S o lid  W a s te  D isposa l  A c t  
a s  a m e n d e d  by  the  R esou rce  
C o n s e rv a t io n  a n d  R e co v e ry  A ct  o f  1976, 
o s  a m e n d e d ,  42 U.S.C. 8912(a), 6928, a n d  
0974(b).

List of Subjects In 40 CFR Part 271 ,

A d m in is t ra t iv e  p ra c t ic e  a n d  
p ro c e d u re .  C onf iden t ia l  b u s in e s s  
in fo rm ation ,  H a z a r d o u s  m a te r ia ls  
t r a n sp o r ta t io n ,  H a z a r d o u s  w a s te ,  Ind ian  
la n d s .  In te rg o v e rn m e n ta l  re la t ions ,  
P en a l t ie s ,  R epo rt ing  a n d  r ec o rd k e ep in g  
r e q u ire m e n ts ,  W a t e r  po llu t ion  contro l ,  
W a t e r  supply .

D ated: D ecem ber 12,1085.
Judith E. Ayres
Regional Administrator
(FR Doc. 86-688 Filed 1-10-88; 8:45 am j
BILL!NO COOC IMO-SO-M

FEDERAL COMMUNICATIONS 
COMMISSION

47 CFR Part 69

(CC Docket No. 78-72; CC Docket No. 80- 
288; FCC 85-643)

MTS and WATS Market Structure

AQENCY: F ed e ra l  C o m m u n ic a t io n s  
C om m iss ion .
a c t io n : F ina l  rule._____________________

SUMMARY: In the ab o v e -m e n t io n e d  
Decision and Order, the C o m m iss ion  
a d o p te d  the  r e c o m m e n d a t io n s  o f  the  
F e d e ra l -S ta te  Joint B oard  rega rd ing  
b r o a d e r  l ife line m e a s u r e s  to  a id  low  
in c o m e  h o u se h o ld s  in affording 
te le p h o n e  se rv ice .  U n d er  the  a p p ro a c h  
r e c o m m e n d e d  by  the  Joint Board ,  the 
C o m m iss io n  w o u ld  p ro v id e  m a tch ing  
a s s i s t a n c e  up  to the  full a m o u n t  o f  the 
s u b s c r ib e r  line ch a rg es  fo r  su b sc r ib e rs  
rece iv ing  b en e f i ts  u n d e r  a qualify ing 
s t a t e  o r  lo c a l  te lephone  co m p a n y  
a s s i s t a n c e  p lan . T h e  C om m iss ion  took 
th is  ac t io n  to  p rov ide  the  s ta te s  a n d  
loca l  te lep h o n e  c o m p a n ie s  with  
a d d i t io n a l  in c en t iv e  to im p lem e n t  local 
l ife line a s s i s t a n c e  p rog ram s.  T h is  
p ro g ra m  w ill  p ro m o te  te lephone  
s u b sc r ib e r sh ip  am o n g  lo w  incom e 
groups.
EFFECTIVE d a t e : F e b ru a ry  3 . 1988. 

a d d r e s s : F ed e ra l  C o m m u n ic a t io n s  
C o m m iss io n .  W ash in g to n .  DC 20554. 
FOR FURTHER INFORMATION CONTACT: 
M a rg o t  B e s te r  o r  C lau d ia  Pabo, 
C o m m o n  C a rr ie r  B ureau  (202) 632-6363. 
SUPPLEMENTARY INFORMATION:

List of Subjocts In 47 CFR Part 69
C o m m u n ic a t io n s  c o m m o n  carr ie rs ,  

T e lep h o n e .

Decision and Order

In the Matter of MTS and WATS Market 
Structure, Amendment of Part 07 of the 
C om m inlon 'i  Rules and Establishment of e

S-0749V9 OOII(OOXIO-JAN-»6-tO;34:54)

F4700 rov. 6-14-85
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Joint Board CC Docket No. 78-72, CC Dockot 
No. 80-200.

Adopted: December 10,1985.
Released: December 27,1985.
By the Commission.

I. Introduction

A, Summary

1. In its  Recommended Decision and 
Order, 1 a d o p te d  O c to b e r  11,1985, the  
F e d e ra l-S ta te  Joint B o a rd  in this  
p ro ce ed in g  r e c o m m e n d e d  th a t  the 
C om m ission  im p lem e n t  fede ra l  lifeline 
a s s i s ta n c e  m e a s u re s  to  a s s is t  low  
incom e h o u se h o ld s  in  affo rd ing  
te lep h o n e  se rv ice .  U n o i r  the a p p r o a c h  
re c o m m e n d e d  b y  the Joint B oard ,  the  
C om m iss ion  w o u ld  p ro v id e  m a tch in g  
a s s is ta n c e ,  up  to the full a m o u n t  of the  
su b sc r ib e r  l ine  charge, for su b sc r ib e r s  
rece iv ing  bene f i ts  u n d e r  a qualify ing  
s ta te  a n d  local te lephone  co m p a n y  
a s s i s ta n c e  p lan .  B a sed  upon  the  rec o rd  
a n d  the  Joint B oa rd 's  a n a ly s i s  in its 
Recommended Decision w e  a re  
en d o rs in g  a n d  ad o p t in g  its 
rec o m m en d a t io n .  W e  be l ieve  tha t 
im p lem e n ta t io n  of th is  p ro g ra m  will 
p ro v id e  the s t a t e s  a n d  local te lep h o n e  
co m p an ie s  w ith  a s t rong  incen t ive  to 
im p lem en t  loca l  lifeline a s s is ta n c e  
program s, a n d  p rom ote  te lephone  
su b sc r ib e rsh ip  am o n g  low  incom e 
groups.

B. Background

2. The preservation of universal 
telephone service has been one of the 
Commission's long-standing goals in the 
MTS and WA TS Market Structure 
proceeding, CC Docket No. 78-72. In the 
Third Report and Order * in that 
proceeding, the Commission stated that 
it would consider requests by local 
exchange carriers for waiver of the 
mandatory flat rate subscriber line 
charge in the case of low income 
households that might otherwise be 
unable to afford telephone Bervice. In 
the Second Reconsideration Order,3 we 
found that the existing record did not 
contain sufficient information to allow 
the development of a federal lifeline 
assistance program, but stated that we 
would conduct further proceedings 
concerning this mutter. We subsequently 
asked the Joint Board in CC Docket No. 
80-288, Amendment o f  part 67 o f the 
Commission's Rules, .o prepare 
recommendations concerning lifeline

18 /7 5  a n d  W A  TS M a rk e t S truc ture  nnd 
A m endm en t o f  P art 07 o f  th e  C om m ission's R ules. 
CC Dock* I No*. 70-72 an d  80-286. FCC No. 63-639. 
( re ta i le d  D ecem ber V. IMA).

*93 FCC 2d 241 (1063).
■CC Dock#l No. 70- 72. 4 9  FR 7810 (M arch 2.1964).

a s s i s t a n c e .4 T h e  Joint B oard  
re c o m m e n d e d  th a t  the C o m m iss io n  
im p le m e n t  the e q u iv a le n t  of a w a iv e r  o f  
th e  su b sc r ib e r  l ine  ch a rg e  for lo w  
in co m e h o u se h o ld s ,  a n d  p ro c e e d  w ith  on  
e x p e d i te d  s tu d y  o f  b r o a d e r  lifeline 
a s s i s t a n c e  m e a s u r e s .9 In o u r  D e c e m b e r  
1984 Decision and Order,* we a d o p te d  
the  Joint B o a rd 's  r e c o m m e n d a t io n s  a n d  
d i r e c te d  the  Joint B oard  to beg in  a s tu d y  
o f  b r o a d e r  a s s i s ta n c e  m e a su re s .  The 
Joint B o a rd  r e le a s e d  a n  Order Inviting 
Comments on  M arch  2 9 , 1985.7 It 
s u b s e q u e n t ly  co n c lu d e d  tha t  a d d i t io n a l  
in fo rm a tio n  w a s  n e c e s s a r y  in o r d e r  to 
re so lv e  th is  m a tte r ,  a n d  issued  nn  Order 
Inviting Further Comments on July 28. 
1085.*

II. Joint B oard  R e c o m m e n d a t io n

3. T h e  Joint B o a rd  found  tha t 
te le p h o n e  su b sc r ib e r sh ip  levels  have  
r e m a in e d  s ta b le  in  r e c e n t  y ea rs ,  nnd 
sh o u ld  re m a in  s ta b le  o r  in c re a se  in the  
future. T h is  conc lu s ion  w a s  b a s e d  on 
C e n su s  B ureau  d a t a  sh o w in g  te le p h o n e  
su b sc r ib e r sh ip  levels. D e p a r tm e n t  of 
L abo r  d a t a  co n c ern in g  the  r a te  of 
in c re a s e  in loca l  te lep h o n e  ra te s ,  d a ta  
o n  p en d in g  s ta te  ra te  in c re a se  req u e s ts ,  
a n d  p rev io u s  C o m m iss io n  s tu d ie s  o f  the  
effect o f  fed e ra l  po lic ies  on  lo c a l  ra te  
levels ,  in  ad d i t io n  to th e  in fo rm ation  
c o n ta in e d  in the  comments.® A t  the 
sa m e  time, the Joint B o a rd  recogn ized  
th a t  te lep h o n e  su b sc r ib e rsh ip  is b e lo w  
a v e ra g e  in the lo w es t  incom e g roups .  In 
o rd e r  to  a s s is t  low  incom e h o u se h o ld s  in 
a fford ing  te lep h o n e  se rv ic e  du r ing  this  
p er iod  o f  rap id  ch a n g e  in the te lep h o n e  
in dus t ry ,  the Joint B oe rd  rec o m m e n d e d  
th a t  w e  ad o p t  a  federa l  lifeline 
a s s i s t a n c e  p ro g ra m  to su p p le m e n t  the  
ben e f i ts  p ro v id ed  u n d e r  qualify ing s t a te

• Further N otice o f  P roposed Rulem aking. CC 
D ocket No*. 76-72 and  60-286.49 FR 16318 (April 20. 
1964).

• R eco m m en d ed  a n d  D ecision  and  Order, CC  
Docket No*. 76-72 an d  80-280.49 FR 48325 
(December 12.1984).

•C C  D ocket No*. 78-72 an d  00-286, 50 FR 939 
(January  6.1065).

’ CC D ocket No*. 78-72 an d  60-266. 50 FR 14727 
(April 15.1965). Thl* O rder req u e ited  com m ent* on 
four hBiic ta ium : (1) The p roper i ta te  an d  federal 
role* in Im plem enting lifeline a i i l i ta n c c  m eaaure*: 
(2) criteria for determ ining eligibility for auch 
• • f in a n c e :  (3) the type of lifeline telephone le rv lce  
which thou ld  be m ad e  av ailab le  to eligible 
aubicribere : and  (4) Ihe m echanlim  for funding 
th e ie  meaaure*.

•C C  D ocket No*. 78-72 an d  80-286. 50 FK 31736 
(Auguat n, 1963). In thl* Order, the jo in t Board a ik e d  
In terested  panic*  to com m ent on: (t) T h e  type* of 
•ervlci- offering* an d  a n l t ta n c e  program* curren tly  
availab le  to low Incom e household*; (2) telephone 
•u b ic rip l on level* and  loll m ag e  by low  Income 
h om eho l Ji: and  (3) the need for a n d /o r  appropria te  
level o f federal funding for auch a n i i ta n c *  
program s.

•S ee  R eco m m en d ed  D ecision and  O rder. CC 
Docket No*. 76-72 and  60-260 FCC No. 65-639 a t 
para*. 26-33. (re leased  D * c « m b tr9 .1963).

or  loca l  te le p h o n e  c o m p a n y  lifeline 
se rv ic e  offeringo.

4. T he  Joint B o a rd  r e c o m m e n d e d  that 
fed e ra l  a s s i s t a n c e  b e  p ro v id e d  th rough  a 
w a iv e r  o f  the  su b sc r ib e r  l ine  charge ,  up 
to th e  a m o u n t  o f  th e  s t a t e  funded  
a s s i s t a n c e  p ro v id e d  for p a r t ic ip a t in g  
h o u s e h o ld s  u n d e r  highly ta rg e ted  lifeline 
a s s i s t a n c e  p rog ram s,  for ex a m p le ,  those 
p rov id ing  b e n e f i t s  to in d iv idua ls  w ho  
r ec e iv e  S u p p le m e n ta l  S ecuri ty  Incom e 
(SSI) o r  A id  to F am il ies  w ith  D e p e n d e n t  
C h i ld re n  (AFDC). T h e  Joint B oard  also 
r e c o m m e n d e d  th a t  qualify ing  s t a t e  or 
lo c a l  te lep h o n e  c o m p a n y  p ro g ra m s  be 
req u ired  to  p ro v id e  for v e r if ic a t io n  of 
eligibility. F ed e ra l  a s s i s ta n c e  w o u ld  be 
av a i la b le  fo r  a s ing le  te lep h o n e  line  for 
th e  p r inc ipa l  r e s id e n c e  o f  eligible 
h o u se h o ld s .  U n d e r  the Join t B oard  
p ro p o sa l ,  the  s t a t e  con tr ibu t ion  sub jec t  
to m a tc h in g  f e d e ra l  a s s i s ta n c e  w o u ld  
inc lude  r e d u c e d  r a te s  for  local te lep h o n e  
se rv ice ,  r e d u c e d  co n n e c t io n  ch a rg es  or 
c u s to m e r  d e p o s i t  req u irem en ts .  S ta te  
funding  w o u ld  b e  d e r iv e d  from a n y  
in t r a s ta t e  sou rce .  S ta te  o r  local 
te le p h o n e  c o m p a n y  life line p rog ram s 
w h ic h  do  n o t  m e e t  these  c r i t ie r ia  would  
n o t  be  eligible for  this fede ra l  
a s s i s ta n c e .  No sh o w in g  o f  ac tu a l  o r  
im m in en t  d e c l in e s  in te lep h o n e  
s u b sc r ib e r sh ip  leve ls  w o u ld  be  requ ired  
a s  a p re c o n d i t io n  to  rece iv ing  federa l  
a s s i s ta n c e ,  ho w ev e r .

5. T he  Joint B o a rd  a l so  r e c o m m en d e d  
th a t  s ta te s  a n d  ioca l  te lephone  
c o m p a n ie s  se ek in g  i  o b ta in  
su p p le m e n ta l  fed e ra l  a s s i s t a n c e  for the ir  
s u b s c r ib e r s  be  r eq u ired  to  subm it  
in fo rm a tio n  to the  C om m iss ion  
d e m o n s tr a t in g  th a t  the ir  p lans  m e e ts  
th e se  cr i te r ia .  T h e  Joint Board  
r e c o m m e n d e d  th a t  the Chief. C om m on  
C a rr ie r  B ureau  b e  g iven d e le g a te d  
a u th o r i ty  to ac t  o n  th e se  lifeline p lans  to 
fac i l i ta te  im p le m e n ta t io n .10 A ss is ta n c e  
w o u ld  b e  a v a i la b le  as  so o n  a s  the  
B ureau  cert if ies  th a t  the  p lan  sa tis f ie s  
th e  fed e ra l  gu ide lines  a n d  the n e c e s s a r y  
ta r i ff  rev is io n s  b e c o m e  effective .  In 
a d d i t io n ,  the  Join t B o a rd 's  r e c o m m e n d e d  
th a t  the C o m m iss io n  requ ire  
p a r t ic ip a t in g  s t a t e s  to m on ito r  the  
e f fec t iv e n ess  o f  lifeline p rog rum s and 
p ro v id e  th e  Joint Board  a n d  tho 
C om m iss ion  w i th  a n n u a l  repo r ts  
co n c e rn in g  c e r ta in  a s p e c ts  of the ir  
p la n a .11 T h e  Joint B oard  further

" T h e  |o in ! Board recom m ended that it p repare a 
recom m itndallon th o u ld  ■ p a rly  (a rk  C om m itilun  
rev iew  of •  Bureau C hief d ec iilo n  not to approve 
supp lem enta l • • i ls te n c e .

"T he**  reporta w ould  Include a descrip tion  of 
tha •s t la la n c e  m easure*, the c o it  of Ihe program , 
th* num ber of houeeholde tak ing  advan tage  of thp 
program . • •  w ell a i  Inform ation on Ihe num ber of

ConUnuml
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r e c o m m e n d e d  th a t  It r e v ie w  the  
e f fec t iveness  o f  the  fed e ra l  lifeline 
a s s i s t a n c e  p ro g ra m  in co n ju n c t io n  w i th  
its r e v ie w  of su b s c r ib e r  l ine charges,  
s c h e d u le d  to Legin in la te  1986.

III. Discussion
0. T h e  C om m iss ion  h e re b y  a d o p t s  the  

Joint B oard 's  r e c o m m e n d a t io n  for the 
im p lem e n ta t io n  o f  o fede ra l  lifeline 
a s s i s t a n c e  program . W e  also  a d o p t  the  
Joint B oa rd 's  r e a so n in g  in su p p o r t  o f  its 
re c o m m e n d a t io n  a s  o u r  ow n. T h e  
in fo rm ation  in th is  p roceed ing  
d e m o n s t r a te s  th a t  te lephone  
su b sc r ib e rsh ip  levels h a v e  re m a in e d  
s ta b le  in recen t yea rs  a n d  will rem a in  
s ta b le  o r  in c re a se  in the  future. T he  
A pril  1980 C e n su s  s h o w e d  tha t  92.9 
p e rc en t  o f  h o u seho lds  in  the U nited  
S ta te s  su b sc r ib e d  to te lep h o n e  se rv ice .  
C e n su s  Bureau d a ta  for April 1983, p r io r  
to  the AT&T d iv e s t i tu re  a n d  the  
im p lem e n ta t io n  o f  su b sc r ib e r  l ine 
charges ,  sh o w e d  that 91.9 p e rc en t  of 
h r u s e h o ld s  su b sc r ib e d  to  te lephone  
r.ervice. A  C e n su s  B ureau  su rv ey  of 
58.000 h o u se h o ld s  w hich  has  b e e n  
c o n d u c te d  in M arch ,  July an d  N o v e m b e r  
o f  each  y e a r  s in c e  N ovem ber,  1983 
d e m o n s t r a te s  th a t  te lephone  
su b sc r ib e rsh ip  levels  h a v e  rem a in ed  
s t a b l e . " T h e  C e n su s  B ureau  su rv ey  d o te  
for  N ovem ber ,  1983 sh o w e d  th a t  91.4 
pe rcen t  o f  A m er ic an  h o u se h o ld s  had  a 
te lep h o n e  in th e ir  h o m e .11 T he  su rvey  
d a t a  for July 1985 s h o w e d  tha t  91.8 
p e rc en t  o f  hou seh o ld s  h a d  a te lep h o n e  
in  Ihe h o m e . " T h i s  d a ta  a lso  s h o w e d  
th a t  te lephone  su b sc r ib e rsh ip  levels 
h a v e  re m a in e d  s ta b le  om ong  the  
u n em p lo y ed  a n d  househo lds  in the four 
lo w e s t  incom e c a te g o r ie s . ,sT h e  
c o m m e n ts  filed in this p roceed ing  
su p p o r t  the resu lts  of the  C e n su s  B ureau  
su rv ey s  of  te lephone  su bsc r ibe rsh ip .  
N one  o f  the te lephone  co m p an i  j  filing 
c o m m e n ts  s ta te d  thut they  had  
e x p e r ie n c e d  dec l ines  in su b sc r ib e rsh ip

mMing subscriber* who iwllch lo lifeline service 
(nun other rirrvice offering* and the number ot new 
vultsrribrrs using the »ervicc. The Joint Board olio 
itskrd tfi.it these report* contuin any available 
Inform ation concerning Ihe efTect of Ihe plan nn 
•iiIim riliership level* tinning low Income group*.

■'Letter In Mr. Filwurd |. Mlnkel. Managing 
Do. i lor, FCC from Kenneth A. Rlcclnl. Chief. 
Curient Population Survey* Branch, Demographic 
Survey* Division, Bureau of the Cemu*. at Table 1. 
■luted October 3, 19H5.

" le lte r 10  Mr. Kdivurd |. Minkel from Kenneth A. 
Kli'cinl. at Table 1. duled October 3. lbtti. Thl* 
reftecl* Ihe number of houirhuld* with a telephone 
In the home. Hie percentage of houiehold* report-ng 
tli.it lelephonr service It available to them I* 
tbghily higher.

••A/
" I d  at T a b le t 2  an il 4. S ee  R ecom m ended  

D ri itn m  ii ml Order, CC Docket No. 70-72 and SO-- 
2110. FCC 85-039 at p a ra . 28 (re lea ie d  D ecem ber 0. 
1005)

levels ,  a n d  a n u m b e r  of  c o m p a n ie s  
e p o r tc d  in c re a s e s  in su b sc r ib e r sh ip  

leve ls  d e s p i te  s ign if ican t  r a te  in c re ase s .
7. H o w ev er ,  c e r ta in  p a r l i e s  a rg u e  th a t  

loca l  te lep h o n e  r a te s  will e s c a la te  
rap id ly  o v e r  the n e x t  s e v e ra l  y ea rs ,  
s e r io u s ly  u nderm in ing  u n iv e rsa l  Bervice. 
T h e  in fo rm ation  c u r ren t ly  a v a i la b le  
d o e s  no t  su p p o r t  this  c o n te n t io n .“ To 
the  co n t ra ry ,  it in d ic a te s  t i n t  in c re a s e s  
in te lep h o n e  r a te s  will r e m a in  a t  
m o d e ra te  levels. T h e  C o m m iss io n  has  
c o n d u c te d  tw o s tu d ie s  co n c e rn in g  the 
e ffec t o f  fede ra l  d e c is io n s  on local 
t e le p h o n e  se rv ic e  rates .  T h e  
C o m m iss io n ’s in it ia l  Michigan Report17 
i s s u e d  in D ec em b e r .  1983, conc luded ,  
am o n g  o th e r  things, tha t ex is t ing  fede ra l  
po lic ies  w o u ld  n o t  ca u se  m in im um  
c h a rg es  for  re s id e n t ia l  te le p h o n e  se rv ic e  
to in c re a se  sh a rp ly  or  c a u s e  re s id e n t ia l  
s u b s c r ib e r s  to d is c o n t in u e  se rv ice .  T he  
Michigan IIReport " i s s u e d  in Ja n u a ry  
1985, a ff irm ed  the  conc lu s ion  r e a c h e d  in 
the  init ial  Michigan Report. As p a r t  o f  
o u r  e fforts  to m o n ito r  un iv e rsa l  
te lep h o n e  se rv ice ,  w e  h a v e  also  
e x a m in e d  the  r e v e n u e  in c re a se  r e q u e s ts  
f iled by  te le p h o n e  c o m p a n ie s  a t  the  
s t a t e  level.  T he  level  of r a t e  in c re a se  
re q u e s ts  p en d in g  befo re  th e  s ta te  
c o m m iss io n s  h a s  d e c r e a s e d  s ign if ican t ly  
s in c e  1984." D e p a r t m e n t  o f  L ab o r  d a ta  
o n  in c re a s e s  in lo c a l  te lep h o n e  r a te s  
a l s o  sh o w  m o d e ra te ,  a l though  s te a d y  
in c re a s e s  in local  t e le p h o n e  r a te s  o v e r  
th e  last  s e v e ra l  y e a r s . 70

8. D esp i te  the  fac t  th a t  te lep h o n e  
su b sc r ib e r sh ip  leve ls  h a v e  rem a in ed  
s t a b le  for  all incom e g roups ,  a n d  shou ld  
re m a in  s t a b le  o r  in c re a se  in the future, 
su b sc r ib e r sh ip  am o n g  th o se  in th e  
lo w e s t  incom e ca te g o r ie s  is s ign ifican t ly  
b e lo w  th e  n a t io n a l  av e rage .  W e  e n d o r s e  
th e  Joint B oa rd 's  r e c o m m e n d a t io n  for 
im p le m e n ta t io n  o f  a n a r ro w ly  ta rg e ted  
fed e ra l  l ife line a s s i s t a n c e  p rog ram  to 
a s s i s t  th e se  low  incom e h o u s e h o ld s  in

'*  S ee  R eco m m en d ed  D ecision a n d  Order. CC 
D ocket No. 78-72 and 80-238. FCC B5-039 nt pars*. 
32 an d  33 (re lea ie d  D ecem ber 9.1985).

"  Order, Petition b y  Ihe S ta te  o f  M ichigan  
C oncerning th e  E ffec t o f  Certain F ederal D ecisions  
an  tM cal Telephone S erv ice  (“M ichigan R eport"), W  
FCC 2d 801 (1083),

' * Further R eport on  th e  E ffec ts  o f  Federal 
D ecisions on  U niversal Service. FCC No. M -830. 
(re len ted  January  9.1085).

11 S u m m a ry  o f  S la te  Telephone R ale C ases
(releaaed  S eptem ber 30.1985). T here  w ere
approx im ate ly  V  billion In i la te  ra le  In c re a ie  
request* pending before sta le com m liilon*  by the 
e n d  o f 1983. A t presen t. there a re  approxim ately  S3 
billion  in pending ra te  Increaaa requaat* ' .fore the 
■tale com m liilon*.

14 U.S. D epartm ent o f  bailor, B ureau of Labor
Stallatlca. Producer Price Index. Seria* 4811-111.
Local Service. Residential; C onsum er Price Index.
U S. City A verage, lo c a l  T elephone Charges.

affo rd ing  t e le p h o n e  s e rv ic e .1 * D esp i te  
the  c o n s e n s u s  in th e  co m m en ts  in 
o p p o s i t io n  to  funding  th is  a s s i s t a n c e  
th rough  te le p h o n e  In dus try  rev enues ,  
r a th e r  th a n  d irec tly ,  w e  a g re e  w ith  the 
Joint B o a rd ’s conc lus ion  th a t  this is a 
rea l is t ic  a p p r o a c h  a t  p re se n t .  T he  
p rov is ion  o f  m a tch in g  fed e ra l  a s s is ta n c e  
to h o u s e h o ld s  rece iv ing  b en e f i t s  u n d e r  a 
qualify ing s ta te  o r  local te lep h o n e  
c o m p a n y  lifeline a s s i s t a n c e  p lan  will 
p ro v id e  a  s t rong  in c en t iv e  for 
im p le m e n ta t io n  o f  a s s i s t a n c e  p la n s  that 
r e s p o n d  a p p r o p r ia te ly  to loca l  
c o n d i t ions .  W e  s trong ly  e n c o u ra g e  the 
s t a t e s  an d  local te le p h o n e  c o m p a n ie s  to 
p a r t ic ip a te  in  this p r o g r a m . 57 a n d  w e  
h a v e  ev e ry  r e a s o n  to e x p e c t  tha t the  
s t a te s  n n d  local te le p h o n e  c o m p a n ie s  
will ac t  in a  r e sp o n s ib le  m a n n e r  to 
p re se rv e  u n iv e rsa l  te le p h o n e  service. 
A lthough  the  re c o rd  in th is  p roceed ing  
d o e s  not su p p o r t  im p o s i t io n  of  a 
m a n d a to r y  fed e ra l  p rog ram , w e  w o u ld  
b e  dee p ly  c o n c e r n e d  if the  s ta te s  o r  
loca l  co m p an ie s  fail to a c t  shou ld  they  
e x p e r ie n c e  a d e c l in e  in su b sc r ib e rsh ip  
levels .

9. W e  a g re e  th a t  the  p ro v is io n s  w hich  
the  Joint B o a rd  h a s  r e c o m m e n d e d  for 
ta rge ting  a s s i s t a n c e  en d  verifying 
eligibility  w ill  e n s u re  tha t  the  federa l  
a s s i s t a n c e  is d i re c te d  to th o se  
h o u se h o ld s  w ith  the  g r e a te s t  need .  W e  
a lso  co n c u r  in the  Joint B o a rd 's  
r e c o m m e n d a t io n  t h a t  the su p p le m e n ta l  
fed e ra l  a s s i s t a n c e  b e  p ro v id e d  through a 
w a iv e r  o f  the  su b sc r ib e r  l ine  charge. 
T h is  r e p re se n ts  a r e a s o n a b le  level o f  
fund ing  in light o f  ex is t ing  local r a te  
leve ls  a n d  will b e  re la t iv e ly  e a sy  to 
im plem ent.  W e  a l so  e n d o rs e  the Joint 
B o a rd  re c o m m e n d a t io n  fo r  funding  the 
fed e ra l  a s s i s t a n c e  th rough the  ca r r ie r  
c o m m o n  l ine  cha rge .  In ad d i t ion ,  w e  
auppor t  the  Joint B oerd  re c o m m e n d a t io n  
th a t  s ta te s  a n d  lo c a l  te lep h o n e  
co m p a n ie s  w ish in g  to  m a k e  
s u p p le m e n ta l  fed e ra l  a s s i s ta n c e  
a v a i la b le  to the ir  s u b s c r ib e r s  be 
r eq u ired  to  su b m i t  in fo rm ation  to the  
C o m m iss io n  d e m o n s tr a t in g  tha t the ir  
p la n s  m eet the  fed e ra l  c r i te r ia .  R eview  
of th e se  p la n a  b y  the  Chief, C om m on 
C a rr ie r  B u rea u  to e n s u re  c o m p lia n ce  
will a l lo w  fund ing  for  qualify ing  p la n s  to 
be m a d e  a v a i la b le  exped it ious ly .  W e  
a lso  su p p o r t  the  Join t B o a rd 's  
r e c o m m e n d a t io n  fo r  r ev ie w  of this 
p ro g ra m  in co n ju n c t io n  wlifi the Joint

11 Thl* program  I* In add ition  to  exlitlng  
provision* w hich  allow  the  equ ivalen t of a  w aiver 
o f the subscriber line charge w aiver for luv. Income 
households.

"  In thl* regard , w e urge atatea w hich  h iv e  
constitu tional. s ta tu to ry  o r |udlclally  Imposed 
prohib itions on  te lephone aaala lance  program* to 
elim inate  the** restric tions.
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B oard 's  r e e x a m in a t io n  o f  su b sc r ib e r  l ine  
cha rges ,  s c h e d u le d  to beg in  in 1986. T h is  
will a l lo w  us to m a k e  a n y  a d ju s tm e n ts  
w h ich  p ro v e  to b e  d e s i ra b le  b a s e d  on  
ou r  e x p e r ie n c e  in  im p lem en ting  this 
p rogram .

V. Ordering Clauses ”
10. A ccord ing ly ,  the C om m iss ion  

ad o p t s  the  Joint B oa rd ’s 
r e c o m m e n d a t io n  concern ing  fede ra l  
lifeline a s s i s t a n c e  m e a s u re s  to a id  lo w  
incom e h o u se h o ld s  in a fford ing  
te lep h o n e  se rv ice .

11. It is fu r th e r  o rd ered ,  th a t  § 69.203 
o f  the  C o m m iss io n 's  ru le s  is a m e n d e d  a s  
se t o u t  in A t ta c h m e n t  A, effective 
F e b ru a ry  3.1986.

12. It is fu r th e r  o rd ered ,  th a t  the Chief, 
C o m m o n  C a rr ie r  B ureau  is d e leg a ted  
a u th o r i ty  to a c t  on  lifeline a s s i s ta n c e  
p la n s  a s  r e c o m m e n d e d  by  the  Joint 
B o ard .24

Federal Communications Commission. 
W illiam  J. Tricarico,
Secretary.

Appendix

PART 69—[AMENDED]

P art  69 of T i t le  47 o f  the  C o d e  of 
F ed e ra l  R egu la tions  is a m e n d e d  as 
follows:

1. T n e  au th o r i ty  c i ta t io n  for Port 09 
co n t in u es  to read :

Authority: Sections 4. 201.202. 203.205. 210. 
403. 47 U.S.C. 154. 201, 202, 203. 205. 218. 403 
o f the Communications Act. ns amended.

2. S ec t ion  69.203(d) is  a m e n d e d  by 
subs t i tu t ing  th e  p h ra s e  “p a ra g ra p h s  (fj 
a n d  (g)" for “ su b se c t io n  (f)“ .

3. S ec t ion  89.203 is a m e n d e d  by 
a d d in g  Ihe following p a ra g ra p h  (g):

§ 69.203 Interim Common Line charges.
0 0 0 0 0

(g)(1) T he  E n d  U ser  C o m m o n  Line 
ch a rg e  for re s id e n t ia l  su b sc r ib e rs  sha ll  
b e  r e d u c e d  to the e x te n t  o f  the  s ta te  
a s s i s ta n c e  a s  ca lc u la te d  in (g)(2) o f  this  
Bection, or w a iv e d  in full if th e  s ta te  
a s s i s ta n c e  e q u a ls  o r  e x c e e d s  the 
re s id e n t ia l  E n d  U ser  C o m m o n  Line 
C h a rg e  u n d e r  the  c i rc u m s ta n c e s  
d e s c r ib e d  b e lo w . In o r d e r  to qual ify  for 
this w a ive r ,  th e  su b sc r ib e r  m u s t  be  
el igible for a n d  rece ive  a s s is ta n c e  o r  
b en e f i ts  p ro v id e d  p u r su a n t  to  u

"  T he proposal con tained  herein hna been 
•n tly x e d  with re a p e d  to the  Paperw ork Reduction 
Act o f 1030 and  found to im po ie  new  or m odified 
requ irem ent! o r b u rd en i upon the public. The 
im plem entation o f new  or m odified requ irem en t! or 
burdena la aub |ec t lo approval by the  Office of 
M anagem ent an d  Budget a i prescribed  by Ihe Act.

•* ’I In i action la taken purauant to aedioni 4 11) 
and (I). S. 201.202. 203.205. 218.221.403 and 410 of 
Ihe Communication* Act. a* amended, U.S C. 154(1). 
155. 201.202. 203. 205.218. 221.403 and 410.

n a r r o w ly  ta rg e te d  te lep h o n e  lifeline 
a s s i s t a n c e  p la n  requ ir ing  ver if ica tion  of  
eligibility, im p le m e n te d  b y  the s t a te  or 
loca l  te lep h o n e  co m p a n y .  A  s ta te  or 
loca l  te lep h o n e  c o m p a n y  w ish in g  to 
Im p lem en t  this E n d  U se r  C o m m o n  Line 
red u c t io n  or  w a iv e r  for i ts  su b sc r ib e rs  
sha ll  file in fo rm a tio n  w i th  the 
C o m m iss io n  S e c re to ry  d e m o n s tra t in g  
th a t  its p la n  m e e ts  the c r i te r ia  s e t  out in 
this  sec tion ,  a n d  sh o w in g  the  a m o u n t  o f  
s t a te  a s s i s t a n c e  p e r  su b sc r ib e r  a s  
d e s c r ib e d  in (g)(2) of th is  sec tion .  The 
red u c t io n  or  w a iv e r  o f  the  End U se r  
C o m m o n  Line C h a rg e  sh a l l  be  a v a i la b le  
a s  soon  a s  the C o m m iss io n  certif ies  th a t  
th e  s t a te  o r  local te lep h o n e  p lan  
sa t is f ie s  the  c r i te r ia  se t ou t  in this  
su b se c t io n ,  an d  the  r e le v a n t  ta r i ff  
p ro v is io n s  b e c o m e  effective.

(2)(i) T h e  s t a t e  a s s i s t a n c e  per  
s u b s c r ib e r  sha ll  b e  eq u a l  to the 
d if fe ren ce  b e tw e e n  the ch a rg es  to bo 
p a id  by  p a r t ic ip a t in g  s u b s c r ib e r s  and  
those  to b e  p a id  b y  o th e r  su b sc r ib e rs  for  
c o m p a r a b le  m o n th ly  loca l  e x c h a n g e  
se rv ice ,  se rv ice  c o n n e c t io n s  a n d  
c u s to m e r  d ep o s i ts ,  e x c e p t  tha t  bene f i ts  
o r  a s s i s ta n c e  for  co n n e c t io n  ch a rg es  a n d  
d e p o s i t  r eq u irem en ts  n ia y  only  b e  
co u n te d  o nce  an n u a l ly .  In o rd e r  to be 
in c lu d ed  in ca lc u la t in g  the  s ta te  
a s s i s ta n c e ,  su c h  b en e f i ts  m ust b e  for a 
sing le  te le p h o n e  line to the  h o u se h o ld 's  
p r inc ipa l  r es idence .

(ii) T h e  m o n th ly  s t a te  a s s i s t a n c e  p e r  
pa r t ic ip a t in g  s u b s c r ib e r  shall  be  
c a lc u la te d  by  a d d in g  th e  a m o u n ts  
ca lc u la te d  in p a r a g r a p h s  (g)[2)(ii) (A) 
a n d  (B) o f  this sec tion .

(A) T h e  a m o u n t  of the  m on th ly  s tu te  
a s s i s t a n c e  p e r  p a r t ic ip a t in g  su b s c r ib e r  
for  loca l  e x c h a n g e  se rv ic e  ch a rg es  sha ll  
be  c a lc u la ted  b y  d iv id ing  the an n u a l  
d if fe ren ce  b e tw e e n  the  ch a rg es  pa id  b y  
al l  p a r t ic ip a t in g  su b sc r ib e rs  for 
res id e n t ia l  loca l  e x c h a n g e  se rv ic e  a n d  
the  am o u n t  w h ic h  w o u ld  h ave  b een  
ch a rg e d  to non -quali fy ing  su b sc r ib e rs  
for  c o m p a r a b le  se rv ic e  b y  tw e lv e  tim es 
the  n u m b e r  o f  su b sc r ib e r s  p a r t ic ip a t in g  
in the s t a t e  a s s i s t a n c e  p rogram . 
E s t im a te s  m ay  be  used, w h en  h is to ric  
d a ta  is no t  a v a i la b le .

(B) T h e  am o u n t  of th e  m on th ly  s ta le  
a s s i s t a n c e  for se rv ic e  co n n e c t io n s  a n d  
cu s to m e r  d e p o s i ts  p e r  p ar t ic ipa ting  
su b s c r ib e r  sha ll  b e  c a lc u la te d  by  
de te rm in ing  the  a n n u a l  am o u n t  o f  the 
r e d u c t io n s  in th e se  ch a rg es  for 
pa r t ic ip a t in g  s u b s c r ib e r s  ea c h  year ,  a n d  
d iv id ing  this a m o u n t  b y  tw elve  times the  
n u m b e r  of  p a r t ic ip a t in g  subsc ribe rs .  
E s t im a te s  m a y  b e  u se d  w h e n  h is to ric  
d a ta  is  not a v a i la b le .

|FR Doc. 60-517 Filed 1-10-86: 8:45 ftm| 
situNO ccoe  i m - o t - u

47 CFR Part 73

[MM Docket No. 85-91; FCC 85-853]

Expanding tha Uae of Automatic 
T ra m m lis lo n  Systems at AM, FM and 
Television Broadcast Stations

AQENCY: F ed era l  C o m m u n ic a t io n s  
C om m iss ion .

ACTION: Final ru le .

SUMMARY: T h is  a c t io n  e x te n d s  the  
p e rm i t te d  u se  o f  a u to m a t ic  t ran sm iss io n  
sy s te m s  (ATS) to inc lude  use  by  
d i rec t io n a l  A M  s ta t io n s  a n d  te lev is ion  
s ta t io n s .  N o n d irec t io n a l  A M  s ta t io n s  
a n d  FM s ta t io n s  h a v e  b e e n  a l lo w e d  use 
of A T S  s ince  1970. R ecen t technological 
a d v a n c e s  a n d  C om m iss ion  ac t io n s  h ave  
e l i m h a t e d  the b a r r ie r s  p reven ting  
a u th o r iz a t io n  of  A T S  use  by d irec tiona l  
A M  s ta t io n s  a n d  te lev is ion  ,;ce n sees .  
T h is  a c t io n  is the re fo re  n e e d e d  to a l low  
th e se  se rv ic es  th e  flexibili ty  o f  A T S  use, 
a n d  to u p d a te  the  A TS ru les  w h ich  have  
re m a in e d  u n c h a n g e d  s in c e  1976.

EFFECTIVE d a t e : F e b ru a ry  5,1986.

ADDRESS: F ed e ra l  C o m m u n ic a t io n s  
C om m iss ion ,  W ash in g to n .  D.C. 20554.

FOR FURTHER INFORMATION CONTACT:
B e rn a rd  G orden .  M a ss  M edio  Bureau 
(202) 032-9880.

SUPPLEMENTARY INFORMATION:
List o f  S ub joc ts  in  47 CFR Part 73

R ad io  b ro ad c as t in g .  T e lev is ion  
b ro ad c as t in g .

R e p o rt  a n d  O rd e r

(P ro ce ed in g  T erm ina tod )

In the Matter of Amendment of Ihe 
Commission's Rules to Expand Ihe Use of 
Automatic Transmission Systems at AM. FM 
und Television Broadcast Stations |MM 
Docket 85-91).

Adopted: December 18.1985.
Released: January 0 . 19B6.

In tro d u c t io n

1. By this  Report and Order the 
C o m m iss io n  is a m e n d in g  its Rules  to 
e x p a n d  the  p e rm i t te d  u se  of  uu tom utic  
t r a n sm is s io n  sy s te m s  (ATS) for 
d i r ec t io n a l  AM  a n d  te lev is ion  s ta t ions .  
(Curren tly ,  A T S  u se  is p e rm i t ted  for FM 
u n d  n o n d irec t io n a l  AM  s ta t io n s  only.) In 
udd it ion ,  this  a c t io n  d e re g u la te s  tho 
C o m m iss io n 's  A T S  req u irem en ts .

Background

2. A n A T S  co n s is ts  o f  d ev ice s  that
m o n ito r  u n d  a u to m a t ic a l ly  con tro l  the
b r o a d c a s t  s ta t io n 's  tr an sm iss  o n  sys tem .
T h e  ATS sy s te m  in i t ia te s  a n  a la rm  to
the  o p e ra to r  w h e n e v e r  a m a lfunc tion  or
a n  u n co rroc led  ou t o f  to le ran ce
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ENVIRONMENTAL PROTECTION 
AGENCY

40 CFR Part 180 

IOPP-300.41A; FRL-2946-1)

Proposed Tolerance for Ethylene 
Dibromlde; Extension of Comment 
Period

a g e n c y : Envirr m e n ia l  P ro tection  
A gency  (EPA).
a c t io n : P roposed  Rule; E x tens ion  of  
C om m ent Period.

s u m m a r y : T h is  n o t ice  a n n o u n c e s  Ihe 
ex ten s io n  of  the  co m m en t p e r io d  on  the 
p ro p o sed  rule pu b l ish ed  in the  F edera l  
R egis te r  on  N o v e m b e r  27,1985 (50 FR
*18779) that p ro p o se d  a  to le ran ce  lor 
r e s id u e s  of  e th y le n e  d ib ro m id e  (EDB) 
per so of .03 ppm  (30 ppb) in the ed ib le  
pu lp  of  m a n g o es  tha t  h ave  b e e n  
fum iguted a f te r  h a rv e s t  w ith  the 
insec t ic ide  e th y le n e  d ib ro m id e  (EDB). 
T h e  co m m en t period has  b e e n  e x te n d e d  
from D ec em b e r  27,1985 to Jan u ary  10, 
198(3.
d a t e : C o m m en ts  identif ied  b y  the 
d o cu m en t  contro l  n u m b e r  jOPP-300141], 
m us t  be  rece ived  on o r  b e fo re  January  
1 0 . 198G.
a d d r e s s : By mail, subm it  w ri t ten  
co m m en ts  to:
Info rm ation  S e rv ice s  Section .  Program  

M a n a g e m e n t  a n d  S upport  Division 
(TS-757C). Office o f  Pestic ide  
P rogram s. E nv ironm en ta l  P ro tect ion  
A gency. 401 M St.. SW.. W ash in g to n .  
DC 204(30.

In person ,  tiring co m m en ts  to: Rm. 230. 
C ry s ta l  M all =2.1921 Jefferson D av is  
H ighw ay .  A rlington. VA.
In fo rm a tion  su b m it te d  u s  a  com m en t 

concern ing  th is  no tice  m ay  b e  c la im ed  
con f iden t ia l  by  m ark ing  a n y  part o r  all 
of th a t  in fo rm ation  a s  "C onfiden tia l  
B us iness  In fo rm a tio n "  (CBI).
In fo rm ation  so  m a rk e d  will not be  
d isc lo se d  ex c ep t  in a c c o rd a n c e  w ith  
p ro ce d u re s  se t  forth in 40 CFR Part 2. A 
copy  of Ihe c o m m en t that d o e s  not 
c o n ta in  CBI must b e  su b m i t te d  for 
inc lusion  in the pub lic  record .  
In fo rm ation  not m a rk e d  conf iden tia l  
m a y  be d isc lo sed  public ly  by  EPA 
w ith o u t  p r io r  notice. All w ri t ten  
c o m m en ts  will be a v a i la b le  for pub lic  
in spec t ion  in Rm. 2313 at the  a d d re s s  
g iven  ab o v e ,  from 8 a.in. to  4 p.m.. 
M o n d a y  through Friday, ex c ep t  legal 
ho l idays .
FOR FURTHER INFORMATION CONTACT:
By mail: t . indu K. Vlier, Regis tra t ion  
Division (TS-707C). Office o f  Pestic ide  
Program s. E n v iro n m en ta l  P ro tect ion  
A gency , 401 M St.. SW .. W ash in g to n ,  DC 
20-160.

Office loca t ion  a n d  te lep h o n e  num ber:
Rm. 711. C ry s ta l  M all -2 .1921
Jefferson D av is  H ighw ay .  A rling ton .
VA. (703-557-7451).

SUPPLEMENTARY INFORMATION: EPA 
issued  a p ro p o se d  rule, p u b l ish ed  in the  
F ed e ra l  R eg is te r  of  N o v e m b e r  27,1985 
(50 FR 48779) th a t  p ro p o sed  the  
e s ta b l i sh m e n t  o f  a to le ran ce  o f  30 ppb  
(.03 ppm ) in 40 CFR 180.397 for r e s id u e s  
of  the in se c t ic id e  e th y len e  d ib ro m id e  
(EDB) in the ed ib le  pu lp  of the  r a w  
agricu ltu ral co m m o d i ty  m a n g o es  
resu lt ing  from fum iga tion  of th is  
c o m m o d ity  a f te r  h a rv e s t  in a c c o r d a n c e  
with  th e  M e d i te r r a n e a n  Fruit Fly 
C on tro l  P rogram  of the  U.S. D e p a r tm e n t  
o f  A griculture ,  effec tive until S e p te m b e r  
30.1986. w ith  the  poss ib il i ty  o f  
e x te n s io n  for a n  ad d i t io n a l  y ea r .

T h e  F lorida Fruit a . id  V ege tab le  
A sso c ia t io n  h a s  r e q u e s te d  th a t  EPA 
ex te n d  the  co m m e n t  p e r io d  on  this 
p ro p o sed  rule in o rd e r  to a l lo w  that 
a s so c ia t io n  a m ean ingfu l  oppo r tu n i ty  to 
com m en t .  In su p p o r t  o f  this request ,  the  
F lorida  Fruit a n d  V ege tab le  A sso c ia t io n  
po in ts  out th a t  the rea l  time for 
subm it t ing  c o m m e n ts  to the ru le  is 
su b s ta n t ia l ly  s h o r te r  th a n  the  a l lo w ed  
time b e c a u s e  of  the tw o  m a jo r  n a l icn . i l  
h o l id a y s  falling w ith in  this period.

T h e  A gency  h a s  ca refu lly  re v ie w e d  
the req u es t  o f  the  F lorida  Fruit an d  
V ege tab le  A sso c ia t io n ,  an d  h a s  
co n c lu d e d  th a t  a l low ing  so m e  a d d i t io n a l  
c o m m en t  tim e is r e a s o n a b le  to  ufford all 
in te res te d  p a r t ie s  a m ean ingfu l  
oppo r tu n i ty  to  c o m m en t A ccord ing ly ,  
the c o m m en t tim e on this  p roposa l  h a s  
b een  e x t e n d e d  14 d a y s  until January  10, 
1980.

List o f  S u b jec ts  in 40 CFR P ar t  180

A d m in is t ra t iv e  p rac t ice  a n d  
p rocedu res .  A gricu ltu re  com m odities .  
Pes tic ides  a n d  pesls .

Dated: December 23.19115.
Steven Sclifltzovv,
Director. Office o f Pesticide Programs.
|KR Doc. 05-30002 Filed 2-20-05: 0:45 uni) 
BILLING CODE (S6O-S0-M

FEDERAL COMMUNICATIONS 
COMMISSION

47 CFR Part 69
[CC Docket No. 78-72; CC Dockot No. 8 0 - 
286; FCC 85-639)

MTS and WATS Market Structure

a g e n c y : F ed e ra l  C o m m u n ic a t io n s  
C om m ission .
ACTION: R e c o m m e n d e d  D ecis ion a n d  
O rd e r  in the M a t te r  o f  MTS a n d  W A T S  
M a rk e t  S tru c tu re  n n d  A m e n d m e n t  o f

P a r t  69 o f  the C o m m iss io n ’s R u les  and  
E s ta b l ish m e n t  o f  a Joint B oa rd— CC 
D ocket N os .  80-286 a n d  78-72.

s u m m a r y : O n D e c e m b e r  9 .1985. the 
F ed e ra l -S ta le  Join t B oard  re c o m m e n d e d  
th a t  the  C om m iss ion  a d o p t  b r o a d e r  
lifeline a s s i s t a n c e  m e a su re s  in o rd e r  to 
a s s is t  lo w  incom e h o u se h o ld s  in 
a f fo rd ing  te lep h o n e  se rv ice .  T h e  Joint 
B oa rd  r e c o m m e n d e d  th a t  fi dera l  
a s s i s t a n c e  be p ro v id e d  through  a w a ive r  
o f  the s u b s c r ib e r  line ch a rg e  up  to  the 
a m o u n t  o f  the s l a te  a s s i s ta n c e  p rov ided  
for  qualify ing h o u se h o ld s .  T h is  m atch ing  
a s s i s t a n c e  w ou ld  be  m a d e  a v a i la b le  to 
s - b s c r ib e r s  rece iv ing  a s s i s t a n c e  under  
h ighly  ta rg e ted  p ro g ra m s  w h ich  provide 
for ver if ication  o f  eligibility. T h e  s ta te  
c o n tr ib u t io n  co u ld  take  the  form of 
re d u c e d  local te lep h o n e  se rv ice  rates, 
r e d u c e d  c o n n e c t io n  ch a rg es  o r  deposit  
re q u ire m e n ts  for a  single te lep h o n e  line 
to the p r inc ipa l  r e s id e n c e  of eligible 
h o u se h o ld s .  T h e  Joint Board  
r ec o m m e n d e d  th a t  the  federa l  
a s s i s t a n c e  be  funded  through the  
in te r s ta te  ca r r ie r  co m m on  line charge. 
T h e  Joint Board  m a d e  th is  
r e c o m m e n d a t io n  b e c a u s e  the record  
s h o w e d  tha t te lep h o n e  su b sc r ib e rsh ip  is 
b e lo w  a v e ra g e  in the lo w es t  incom e 
groups,  a l though  te lephone  
su b sc r ib e r sh ip  levels for all incom e 
g roups  h a v e  r e m a in e d  s ta b le  in recent 
y e a r s  a n d  shou ld  rem a in  s ta b le  in the 
future. Im p le m en ta t io n  o f  this 
re c o m m e n d a t io n  will a s s i s t  low  income 
h o u se h o ld s  in a f fo rd ing  te lephone  
se rv ic e  during th is  per iod  of  rap id  
ch a n g e  in the te le p h o n e  industry .

a d d h e s s : F ed e ra l  C o m m u n ica t io n s  
C om m iss ion . W a sh in g to n ,  DC 20554.

FOR FURTHER INFORMATION CONTACT:
M argot B estcr  o r  C laud ia  Pabo.
C o m m o n  C a r r ie r  Bureau at (202) 632- 
6363.

SUPPLEMENTARY INFORMATION:
R e c o m m e n d e d  D ecis ion  an d  O rd e r

In Ihe M atter of  MTS a nd  W ATS Market 
Structure: CC Docket No. 78-72. Amendment 
of Purl 67 of tho Commission's Rules nnd 
Establishment of a Joint Board: CC Ducket 
No. 00-280.

Adopted: D ecember 2.1985.
Released ' December 9.1985,
By the Federal-Stale Jo it Board.

I. in troduc t ion

A. Summary

1. T h e  F udcru l-S tn te  Joint B oard  
h e re b y  p r e s e n ts  its r e c o m m en d a t io n s  
co n c e rn in g  the a d o p t io n  of  b ro a d e r  
lifeline a s s i s t a n c e  m e asu res .  T h e  
ex is t ing  reco rd  d e m o n s t r a te s  tha t  
te le p h o n e  su b sc r ib e rsh ip  levels  have
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re m a in e d  s ta b le  in recen t  y ea rs ,  and  
sh o u ld  r e m a in  s ta b le  or  in c re u ss  in the 
future, a l though  te lep h o n e  
su b sc r ib e r sh ip  is s u b s ta n t ia l ly  be low  
a v e ra g e  in Ihe lo w es t  incom e groups.  In 
o r d e r  to a s s is t  lo w  in c o m e h o u se h o ld s  in 
a f fo rd ing  te lep h o n e  se rv ic e  dur ing  this 
p e r io d  n f  rap id  ch a n g e  in the te lephone  
indus t ry ,  w e  re c o m m e n d  tha t  the  
C om m iss ion  e s ta b l ish  a federa l  lifeline 
a s s i s t a n c e  p rogram . W e  b e l iev e  tha t  o u r  
g o a ls  in this  reg a rd  c a n  b es t  be  
ac c o m p l ish e d  by  m ak ing  federa l 
a s s i s t a n c e  a v a i la b le  to su p p le m e n t  Ihe 
b en e f i ts  p ro v id ed  u n d e r  s tu le  ap p ro v e d  
local lifeline se rv ic e  offerings w hich  
m e e t  ce r ta in  gu ide lines .  W e  re c o m m e n d  
th a t  .he  federa l a s s i s t a n c e  he p ro v id ed  
through  a w a iv e r  o f  the full su b sc r ib e r  
l in e  ch a rg e  up to the  am o u n t  o f  the  s la te  
a s s i s t a n c e  p ro v id ed  for qualify ing 
h o u se h o ld s .  T h is  m a tch ing  a s s i s ta n c e  
w o u ld  be  a v a i la b le  for highly ta rge ted  
p ro g ra m s  w hich  p ro v id e  for ver if ication  
o f  eligibility. T h e  s la te  co n tr ibu t ion  
could  ta k e  the form of r ed u c ed  local 
te lep h o n e  se rv ice  rates ,  r educed  
c o n n e c t io n  ch a rg es  or depos it  
re q u ire m e n ts  for a  single te lep h o n e  line 
lo the p r incipal  r e s id e n c e  of eligible 
h o u se h o ld s .  No re s tr ic t io n s  w ou ld  be 
im p o sed  on the sou rce  of  funding for the 
in l r a s ta tc  a s s is ta n c e .  T h e  federa l 
a s s i s t a n c e  w ou ld  b e  funded  through the 
in te r s ta te  ca r r ie r  co m m o n  line charge.  
W e  rec o m m en d  th a t  I b i . p rog ram  be  r e ­
e v a lu a te d  in con junction  w ith  the  Joint 
B o ard 's  re -?x a m in a t i  n o f  su b sc r ib e r  
l ine  ch a rg es  a s  a  m e thod  of  recovering  
non-tra ff ic  se n s i t iv e  (NTS) cos ts  
s c h e d u le d  to  begin in la te  1986.

D. Background
2. T h e  p re se rv a t io n  of u n iv e rsa l  

se rv ic e  h a s  b ee n  a  busic goal .f the  Joint 
B oa rd  a n d  the C om m iss ion  thoughout 
the  p roceed ings  c o n c c rn 'n g  the 
a l lo ca t io n  a n d  recovery  d  non-tra ffic  
aensil iv i  (NTS) local e x c h a n g e  costs .
T h e  s ta tu to ry  b a s i s  for th is  goal is found 
in S ec t ion  1 of the  C o m m u n ic a t io n s  Act 
o f  1934 w h ich  s ta le s  tha t  the  
C om m iss ion  w a s  c rea ted :

| f |o r  the purpose o f  . emulating interstate nnd 
foreign commerce in communications by wire 
and radio so us to make availab le , so  fa r as 
possible, to a ll the people o f the United 
S la tes a rap id, efficient, nationwide, and 
worldw ide w ire and rudio communication 
service with adequate facilities at reasonab le 
churgts. fo r tho purpose o f the national 
defense, fo r tho purpose o f promoting safe ly 
o f life  o rd  properly  through tho use o f wire 
and radio communication. . . .*

*47 U.S.C. 1)1 110341.

In the  Third Report and Order in the 
MTS and WA TS Market Structure 
p ro c e e d in g ,2 the  C om m iss ion  s t a te d  tha t 
Ihe goal o f  p rese rv ing  un ive rsa l  se rv ice  
r eq u ired  th a t  it “ [avoid] ac t io n s  tha t  
w o u ld  c a u s e  a  sign ifican t n u m b e r  of 
loca l  e x h a n g e  se rv ice  su b sc r ib e r s  to 
ca n c e l  ( te lephone!  s e rv ic e ."2 A t th a t  
time, the C om m iss ion  a l so  s la te d  tha t  it 
w o u ld  c o n s id e r  r e q u e s ts  b y  local 
e x c h a n g e  ca r r ie rs  for w a iv e r  of the  
m a n d a to r y  flat su b s c r ib e r  line ch a rg e  in 
the  c a s e  o f  low  incom e h o u se h o ld s  
w h ich  m ight o th e rw ise  b e  u n a b le  to 
a ffo rd  te lephone  s e rv ic e .4

3. T h e  is su e  of  a federa l  lifeline 
te lep h o n e  a s s i s ta n c e  m e ch a n ism  w a s  
ag a in  r a is e d  in the  C om m iss ion 's  
Second Reconsideration Order in the 
MTS and WA TS Market Structure 
p ro c e e d in g .9 In th a t  dec is ion ,  the 
C o m m iss io n  found tha t the  ex is ting  
rec o rd  d id  not co n ta in  enough 
in fo rm ation  lo a l lo w  the d e v e lo p m e n t  of 
a fed e ra l  a s s i s t a n c e  p rog ram  for low  
incom e ho u se h o ld s ,  but s ta te d  th a t  it 
w o u ld  c o n d u c t  fu r th e r  p ro ce ed in g s  on 
th is m atte r .  T h e  C om m iss ion  
s u b s e q u e n t ly  r e q u e s te d  c o m m en ts  
co n c e rn in g  a  s u b sc r ib e r  l ine cha rge  
ex e m p tio n  or  o th e r  a s s i s ta n c e  m e asu res  
to he lp  low  incom e ho u se h o id s  afford  
te lep h o n e  se rv 'cc .  und  u sk e d  the Joint 
B oard  to p re p .  r. r e c o m m e n d a t io n s  
rega rd ing  th is  i s s u e d .6

4. T h e  Joint B oard  a d o p te d  
r e c o m m e n d a t io n s  co n c ern in g  a s s i s ta n c e  
m e a su re s  for low incom e h o u se h o ld s  on 
N o v e m b e r  15 .1984.7 A lthough  w e 
c o n c lu d e d  tha t  im p lem e n ta t io n  o f  
l im ited  su b s c r ib e r  l ine  ch a rg es  w o u ld  
not u n d e rm in e  u n iv e rsa l  service,  w e  
a c k n o w le d g e d  the  c o n c e rn  o f  som e 
p a r t ie s  tha t  im p lem en ta t ion  of  
su b sc r ib e r  l ine ch a rg es  in co n junc t ion  
w ith  the  g e r  .ra t  u p w a r d  p re s su re  on  
local ru le s  could  u n d e rm in e  un ive rsa l  
te lep h o n e  se rv ice .  A s  a result ,  the Joint

*CC D ocket No. 93 FCC 2d 241 I108J)
• Id  a I SCO.
‘ In I hi? Fir»l Ite ionsit/era tinn  O rder  realttrm ing 

thr- xuli«crilmr It?'.? charge concept, the C om m union 
noted ih.it a  h.id not ro io ive il an y  p c a tin .it  for 
w aiver. S e e  CC Uockct No. 70-73, 48 FR 42904 at 
42987 (Septem ber 2 1 .19H3|. R e q u rtlt  for w aiver* ot 
th r  n u b tc rib rr  lino charge w ere tub*cquenlly  filed 
by Ihe Now York T elephone C om pany and  the  
Pacific T elephone and T elegraph C om pany. S eco n d  
lleca n jid era tiu n  O nlcr. CC Onckct No. rpi-72. PR 
7810 ut 7812 (M arch 2. 1984).

•C C  D ocket No. 78-72.49 FK 7810 (M arch 2. 10841
• Further N o tice  o t  P roposed Rulem aking. M I S  

a n d  \ \ '/ \T S  M a rk e t S tructure  and  A m en d m en t o f  
Part o r  o f  the  C om m ission  s  Rules. C.C D eckel Not. 
78-72 an d  80-288. 49 FR 18J1H (April 21). 19841 The 
Further N o tice  requested  com m ents on Ihe type of 
a ssis ta n ce  need ed  by tow  Income household* and 
how such a  urogram  should  be fundetl.

’ R eco m m en d ed  D ecision a n d  O nlcr. CC Dockvl 
No* 78-72 an d  BO-288.4« FR 48325 lU ecem ber 12. 
1984)

B oard  r e c o m m e n d e d  a tw o -p h ase  
ap p ro a c h  for  d ea l in g  w ith  this issue. 
First,  w e  r e c o m m e n d e d  th a t  the 
C o m m iss io n  im p lem e n t  a  m e ch a n ism  
provid ing  th e  eq u iv a le n t  o f  a  w a iv e r  of 
the s u b s c r ib e r  line c h a rg e  for low 
incom e househo lds .*  S econd ,  we 
re c o m m e n d e d  a n  e x p e d i te d  s tu d y  of  
b r o a d e r  m e a s u r e s  to a s s is t  low  incom e 
h o u se h o ld s  in affording te lephone  
se rv ice .  T h e  C om m iss ion  a d o p te d  the 
jo in t B oard  r e c o m m e n d a t io n s  in its 
D ec em b e r  19.1984 Decision and Order'' 
in this  p roceed ing ,  a n d  d irec ted  th e  Joint 
B oard  to p re p a re  r e c o m m e n d a t io n s  
concern ing  b r o a d e r  lifeline a s s i s ta n c e  
m e a s u re s  on  a n  e x p e d i te d  basis .

II. S u m m a ry  o f  C o m m en ts

A. initial Comments

5. W e  re le a s e d  a n  Order Inviting 
Comments10 on  M a rc h  29, 1985. 
r eq u e s t in g  c o m m e n ts  on the following 
issues: (1) T h e  p ro p e r  s ta te  a n d  federal 
ro les  in im p lem en ting  a s s i s ta n c e  
m e a s u re s  for  low incom e h o useho lds ;  (2) 
Ihe cr i te r ia  for d e te rm in ing  eligibility for 
a s s is ta n ce ;  (3) the type  of  lifeline 
te lephone  s e rv ic e  w h ich  sh o u ld  be  m ade  
a v a i la b le  to el igible su b sc r ib e rs :  a n d  (4) 
the m e c h a n ism  for funding  these  
a s s i s ta n c e  m e a s u r e s . "

G. In its co m m en ts ,  the A m er ic  in 
T e le p h o n e  a n d  T e leg rap h  C o m p an y  
(AT&T) s la te s  tha t a n y  a s s i s ta n c e  
p rog ram  sh o u ld  invo lve  co o rd in a te d  
federa l  and  s t a le  efforts .  It a s se r ts  that 
such  p ro g ra m s  shou ld  be lim ited to 
h o u se h o ld s  el igible for s ta te  w elfa re  
pay m en ts ,  a n d  c o v e r  only  b a s ic  
te lep h o n e  se rv ic e  a t  the h o u se h o ld 's  
p r incipal  res idence .  AT&T s ta le s  tha t 
such a s s i s t a n c e  p ro g ra m s  sh o u ld  be 
fu n d ed  from g e n e ra l  ta x  rev e n u es ,  a n d  
o p p o se s  funding  lifeline p rog ram s 
through an  in c re a se  in the ca r r ie r  
co m m on  line cha rge .  S a te l l i te  B usiness  
S ystem . Inc. (SBS) a rg u e s  th a t  the s ta te s  
shou ld  be  p e rm i t ted  to  im plem ent 
lifeline a s s i s ta n c e  p ro g ra m s if they wish.

'W e  r rn im m e m lrd  thul lhi» be  .ii i n;:q ..shed
through .iii op tional pr ,,.im  L . i *i p. m i.?
reduction  iii the » u b » a ib v r l in r  im a g e  mr
custom er* w ho saintly a Malt* determ ined  meat?*
Ir*t w hich i> *iili)i*ct In verification 1 In? tevaitiiig
xtu.rlf.it 1 in < tib*ciibrr lil lo «h r-g e  t r i r m 'e i
hu recovered  through an increase  u t th r  . ilm o .. .l,
avcrnge ca rr ie r  com m on Imi* ih a rg . Si.it,•» i.c*1- t.r
lo lake ad v an tag e  o t thi» a ss is ta n ce  mat 
would In* requ ired  lo Im plem ent an  eq u a l m om  : try 
reduction  in Ihe local exchange rati* for ipi.if'lsittg 
subscriber* lo lu* funded from  intr.ist.ite ««ar #■» 

•CC D ocket N ot 78-72 a n d  80-2ih». 58 FR «* i 
(la iiaary  8. u m i|

'•C O  D ocket No* 78-72 an d  88-280. 30 FR I4’ 27 
(April 15. 1985)

"C om m ent*  in rcspunic to  ihi* O n lc r  wen* file t 
on April 2 0 .IU8S Rcplie* w rre  tiled on May 17. 
198).



52966 Federal Register /  Vol. 50, No. 249 /  Friday, Decem ber 27, 1985 /  Proposed Rules
■

SBS a lso  s t a le s  th a t  eligibility for lifeline 
se rv ic e  sh o u ld  be  l im ited  to  b as ic  local 
e x c h a n g e  se rv ic e  for  those  el igible for 
s l a te  w e lfa re  pay m en ts .  It a rg u e s  tha t 
su c h  a s s i s ta n c e  sh o u ld  be  fu nded  from 
gene ra !  la x  rev e n u es .  US T e le c o m  Inc. 
(US T e lecom ) a rg u e s  tha t the  
C o m m u n ic a t io n s  A c t  req u ire s  the 
C o m m iss io n  to e n s u re  the  a v a i la b i l i ty  of 
te lep h o n e  se rv ice .  It su p p o r ts  keying 
eligibility to  the n a t io n a l  po v e r ty  level 
incom e a d ju s te d  to reflect reg iona l  cost 
of living d if fe ren tia ls .  US T e leco m  also  
m a in ta in s  th a t  flat ra te  te lephone  
se rv ic e  sh o u ld  b e  inc luded  in a s s is ta n c e  
p ro g ra m s  on ly  w h e r e  local m e a su re d  
se rv ic e  is n o t  ava i la b le .  It s ta te s  th a t  
funding  for such  a s s i s t a n c e  p rog ram s 
s h o u ld  c o m e  from bo th  fede ra l  a n d  s ta te  
sou rces ,  b u t  o p p o se s  funding this 
a s s i s t a n c e  through a n  in c re ase  in the  
s ' a t e  o r  in te r s ta te  c a r r ie r  co m m on  line 
charge .

7. T he  Dull O p era t in g  C o m p a n ie s  
(DOCs) a rg u e  tha t the  s la te s  should  
h a v e  p r im ary  respons ib il i ty  for 
d ev e lo p in g  an d  a d m in is te r in g  lifeline 
te lep h o n e  a s s i s ta n c e  program s. T h e y  
co n te n d  th a t  the s t a te s  a re  in the bes t  
pos it ion  to  e v a lu a te  local n e e d s  a n d  
ta i lo r  a s s i s ta n c e  p ro g ra m s  to  fit them. 
T h e  DOCs. with  Ihe excep t ion  of  Pacific 
Bell Telephone C o m p an y  (Pacific), 
a s s e r t  tha t  such  a s s i s t a n c e  p rog ram s 
sh o u ld  be  funded  from g en e ra l  tax  
rev e n u es ,  n o t  an  in c re a se  in Ihe ca r r ie r  
c o m m o n  line charge.  Pacific  su p p o r ted  
funding  te lep h o n e  a s s i s ta n c e  through a 
ta x  on in tras '.a te  in te rL A T A  toll 
se rv ices .  T h e  o th e r  DOCs. h ow ever ,  
e x p r e s s e d  c o n c e rn  tha t funding 
a s s i s t a n c e  m e a s u re s  through a 
s u ic h a r g e  on  the ca r r ie r  com m on  line 
c h a rg e  w o u ld  in c re a se  the  in c en t iv es  for 
u n e c o n o m ic  b y p as s .

0. T h e  DOCs diffe red  s o m e w h a t  in 
th e i r  v ie w s  concern ing  eligibility cr iter ia  
a n d  the ty p e  of lifeline se rv ic e  w hich  
sh o u ld  b e  m a d e  a v a i la b le .  T h e  
A m c r i tc c h  O p era t in g  C o m p an ie s  
(A m eritccli)  s la te  tha t the  dev e lo p m en t  
o f  e l igibility  cr i te r ia  shou ld  b e  left to the 
s ta te s ,  a l though  th e y  su p p o r t  use of  
ex is t in g  w elfa re  c r iter ia .  A m er i tech  
a rg u e s  th a t  it is u n n e c e s s a ry  lo limit the 
se rv ic e  op tions  a v a i la b le  to  lifeline 
su b sc r ib e  s. null A tla n t ic  C orpo ra t ion  
(Dell A tlan t ic ;  s ta te s  that r  l is ting  s M e  
w e lfa re  ag e n c ie s  shou ld  certify 
eligibility. (I a rg u e s  thnt lifeline se rv ice  
sh o u ld  cons is t  o f  b a s ic  d iu l tone. 
BellSouth  C o rp o ra t io n  (BellSouth) s ta te s  
th n t  eligibility cr i te r ia  shou ld  b e  b a s e d  
on  the  s t a n d a r d s  for ex is t ing  w elfa re  
p rog ram s.  In a d d i t io n  lo re d u c e d  
m o n th ly  ra te s ,  it su p p o r ts  p rov is ions  for 
w a iv e r  o f  se rv ice  co n n e c t io n  churgcs 
a n d  depos it  req u irem en ts  once  ev e ry

tw e lv e  m o n th s .  N e w  York T e le p h o n e  
C o m p a n y  a n d  N ew  E ng land  T e le p h o n e  
C o m p a n y  (NYNEX) argue  th a t  the s ta te s  
sh o u ld  d e te rm in e  eligibility for  lifeline 
se rv ice .  It s t a t e s  th a t  lifeline a s s i s ta n c e  
sh o u ld  ap p ly  on ly  to cha rges  for 
re s id e n t ia l  c u s to m e r  a c c e ss  lines 
inc lud ing  in s ta l la t io n  an d  se rv ice  
con n e c t io n  ch a rg es  a s  well a s  the 
m o n th ly  cha rge .  NYNEX arg u e s  tha t  toll 
se rv ice ,  local usage,  a n d  c u s to m  ca lling  
fea tu re s  sh o u ld  be  exc luded .

9. M o u n ta in  S ta te s  T e lephone ,  
N o r th w e s te rn  Bell a n d  Pacific  
N o r th w e s t  Bell (US W est)  s ta t*  ‘h a t  
eligibility for lifeline a s s i s ta n c e  
m e a s u re s  sh o u ld  be  b a s e d  on  incom e. It 
s ta te s  tha t  lifeline se rv ice  offerings 
could  inc lude  re d u c e d  local e x c h a n g e  
ra te s  for m e a s u re d  o r  fiat r a t e  se rv ice .  
Pacific  s ta te s  tha t  eligibility c r iter ia  
sh o u ld  be  e s ta b l i s h e d  by the  s ta te s ,  a n d  
e m p h a s iz e s  tha t  a n y  federa l  ac tion  
shou ld  av o id  interfi r ing w ith  ex is t ing  
p rogram s. P acific  s ta le s  tha t  te lep h o n e  
a s s i s ta n c e  p ro g ra m s  shou ld  inc lude 
r ed u c ed  ra te  local e x c h a n g e  se rv ice  
w ith  s u b s id ie s  for in s ta l la t io n  nnd  a 
te lep h o n e  in s t ru m e n t .  S o u th w e s te rn  Bell 
T e le p h o n e  C o m p a n y  (S ou thw es te rn )  
urges the  u se  of  ex is t ing  fed e ra l  a n d  
s la te  a s s i s t a n c e  p rog ram  eligibility 
c r i te r ia  for lifeline a s s i s t a n c e  program s. 
It s tu tc s  tha t  lifeline se rv ice  shou ld  
inc lude  a d is c o u n te d  b as ic  d ia l  tone 
connec t ion ,  bu t  b e l iev e s  th a t  a ran g e  of 
u sag e  o p t io n s  sh o u ld  b e  m a d e  ava ilab le ,

10. T h e  in d e p e n d e n t  te lephone  
com pun ies .  w ith  the  ex c ep t io n  of the  
P uer to  Rico T e le p h o n e  C om pany ,  a rg u e  
d ia l the  s t a te s  sh o u ld  h ave  n r im ary  
respons ib i l i ty  for d ev e lo p in g  and  
a d m in is te r in g  lifeline a s s i s ta n c e  
program s. T h e y  ex p re s s  a v a r ie ty  of  
v ie w s  concern ing  eligibility s ta n d a r d s ,  
the ty p e  of  lifeline se rv ice  to be o ffered  
a n d  funding, u lthough the re  is s trong 
o pposit ion  to  funding  lifeline a s s i s ta n c e  
th rough  te lep h o n e  in d u s t ry  rev e n u es .
G TE C o rp o ra t io n  (GTE) a rg u e s  thnt 
lifeline •vog ram s  sh o u ld  be  lim ited to 
local m e a s u r e d  se rv ice  or  su p p le m e n ta l  
p a y m e n ts  u n d e r  ex is ting  e n t i t le m e n t  
p rogram s. It c o n te n d s  that no  
C om m iss ion  ac tion  shou ld  b e  taken  until 
a c tu a l  ex p e r ien c e  d e m o n s t r a te s  a n ee d  
for lifeline se rv ice .  G ET a rg u e s  tha t  any  
such  p ro g ra m  shou ld  be fu nded  from 
g en e ra l  tux r e v e n u e s  or c re d i ts  ag a in s t  
e x c h a n g e  c a r r ie r  la x  liabili t ies  ( 
m a in ta in s  th c t  the te lep h o n e  indus t ry  
shou ld  not b e  requ ired  to fund  soc ia l 
w e lfa re  p rogram s, such  a s  lifeline 
te lep h o n e  se rv ice .  U n ited  T e le p h o n e  
S ystem s,  Inc. (United) suggests  b as in g  
eligibility o r  'h e  cr i te r ia  fo r  ex is ting  
soc ia l  w e lfa re  program s. It s ta te s  th a t  
l ifeline a s s i s ta n c e  shou ld  no t be limited

to a particular type of local service, and 
urges funding of the revenue shortfall 
through tax revenues or reductions in 
the telephone company tax liability. 
United does not support a funding 
mechanism that would require telephone 
industry subsidies.

11. Southern New England Telephone 
Company (SNET) recommends using 
eligibility standards similar to those for 
other public assistance programs. It 
states that lifeline assistance should 
consist of a fixed dollar rate discount for 
eligible subscribers regardless of the 
class of exchange service chosen. SNET 
also argues that lifeline programs should 
be funded from broadly based state 
revenue sources, not telephone company 
operating revenues. Cincinnati Bell 
Telephone Company also supports use 
of eligibility criteria for existing public 
assistance programs. It believes that 
lifeline service should not include more 
thun current budget service offerings. 
Central Telephone Company (Centel) 
argues that development of eligibility 
criteria should be left to the states. It 
also argues that local measured service 
should be used as a low cost alternative 
to lifeline service. Centel maintains that 
lifeline programs should be funded from 
general tox revenues like other social 
welfare programs. Continental Telecom, 
Inc. (Contel) also argues that the states 
should determine the eligibility criteria, 
the service options included, and should 
be the source of funding for these 
programs. Contel is concerned thut 
federally mandated guidelines would 
result in a uniform response to a 
problem which requires diverse 
solution? geared to local conditions. The 
Puerto Rico Telephone Company (PRTC) 
ungues that expanding service to areas 
with telephone penetration rates that 
are below the national average should 
be the goal of assistance programs.
PRTC alsc states that the funds used to 
pay for lifeline assistance should be 
gcncrutcd on a nationwide basis.

12. The United States Telephone 
Association (USTA) maintains thut the 
jtut09 should have primary 
responsibility for lifeline assistance 
programs, with funding generated from 
the widest possible base, not other 
telephone users. The Rural Telephone 
Cnulh.on (RTC) argues that lifeline 
assistance is a national responsibility 
nnd should be funded from senercl tax 
revenues, not telephone company 
revenue;-. The Oregon Indcpenacnt 
Telephone Association states that 
lifeline assistance is the responsibility of 
the states and should be funded by 
subsidies within local lelophono 
company operations.

C AliOlUl /U aU iA lU lZ  M C i '
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13. T h e  A la b a m a  Public  S erv ice  
C o m m iss io n  ( M a b a m n )  s ta te s  th a t  
e l igibil ity  f o r , ‘feline a s s i s ta n c e  should  
b e  b a s e d  on incom e.  It su p p o r ts  
a s s i s t a n c e  for b a s ic  local se rv ic e  and  
toll s e rv ic e  us w e ll  a s  u po r t ion  of  
se rv ic e  c o n n e c t io n  ch a rg es  w ith  
in c en t iv es  lo p re v e n t  a b u s e  a .id  
m a x im iz e  ben e f i ts .  A lab u m n  a rg u e s  tha t 
su c h  a s s i s t a n c e  m e a s u r e s  shou ld  be 
fu n d e d  b y  bo th  th e  federa l  nnd  s ta le  
ju r isd ic t io n s , 'w i th  the fede ra l  s h a r e  
r e c o v e re d  through  a ta p e re d  c a r r ie r  
c o m m o n  line  charge .  T h e  Califo rn ia  
P ub lic  U tili ties C om m iss ion  a n d  the 
S ta te  o f  C a lifo rn ia  (California) a s se r t  
th a t  a  federa l  lifeline p la n  sh o u ld  ass is t  
th e  s ta te s  in deve lop ing  te lephone  
a s s i s t a n c e  m e a s u re s  w ithou t  in te rfering  
w i th  ongoing s t a te  p rogram s. C a liforn ia  
s t a t e s  th a t  eligibility  for a s s i s ta n c e  
s h o u ld  b e  b a s e d  on  h o useho ld  incom e 
w i th  lifeline r a te s  se t a t  o n e-ha lf  of Ihe 
ex is t ing  local e x c h a n g e  ra te .  Californ ia  
a l s o  re c o m m e n d s  including a w a iv e r  o f  
in s ta l la t io n  ch a rg es  o nce  a  y e a r  a n d  
e l im in a t io n  of dep o s i t  requ irem en ts .  
C a li fo rn ia  a rg u e s  thnt federa l  funding  
sh o u ld  b e  d e r iv e d  from a tax  on  toll 
se rv ice .

14. T h e  Public  Serv ice  C om m iss ion  of 
the  Distr ic t  o f  C o lum bia  (D.C.) s la te s  
th a t  funding for lifeline a s s i s t a n c e  
p ro g ra m s  sh o u ld  com e from g en e ra l  tax  
rev e n u es .  T h e  r lorida Public  Serv ice  
C om m iss ion  (Florida) a s s e r t s  th a t  a 
fede ra lly  m a n d a te d  lifeline program  
w o u ld  no t e n su re  un ive rsa l  te lephone  
se rv ice .  In s tead ,  F lorida re c o m m e n d s  
th a t  the  local ex c h a n g e  c o m p a n ie s  be 
a l lo w e d  to d es ig n  a va r ie ty  of se rv ic e  
o p t io n s  w ith  d if fe ren t r a te  levels .

15. T h e  Illinois S ta te  C o n .m crca  
C o m m iss io n  su p p o r ts  s t a te  d eve loped  
a n d  funded  lifeline p rogram s. T h e  N ew  
Jersey B oard  o f  Public Utili ties (N ew  
je rsey )  o p p o se s  a  m a n d a to ry  federa lly  
a d m in is te re d  life line p rogram , s ta l ing  
th a t  a n a t io n a l  so lu t ion  to  u local 
p ro b lem  is u n w a r ra n te d .  H o w ev er ,  it 
su p p o r ts  the  d e v e lo p m e n t  o f  op tiona l  
s t a te  p rog ram s w h ero  d e e m e d  n e c e s sa ry  
b y  s la te  regu la to rs .  N ew  Jersey strongly  
o p p o se s  a su rcha rge  on in te r s ta te  
te le p h o n e  traffic to  fund lifeline service .  
T h e  N ew  York S ta te  D ep a r tm en t  o f  
Public  S erv ice  (N e w  York) m a in ta in s  
th a t  the s la te s  sh o u ld  d e te rm in e  the type 
o f  lifeline surv ice  to b e  offered, a l though  
it s u p p o r ts  fede ra l  funding  for h u l f  of the 
c o s t s  involved . N e w  York rec o m m en d s  
g e n e ra t in g  the fede ra l  c o n tr ib u t io n  from 
in te r s ta te  toll se rv ices .  T h e  N orth  
C nro lina  U tili t ies C om m iss ion  (North 
C a ro l in a )  a s s e r t s  thut te lep h o n e  
u s s i s la n c e  p ro g ra m s sh o u ld  be  d e a l t  
w ith  a t  the  s ta te  level.

16. T he  O re g o n  Public  Utility 
C o m m iss io n e r  (O regon)  a s s e r t s  th a t  the 
s t a le s  sh o u ld  h a v e  p r im a ry  
re sp o n s ib i l i ty  for lifeline a s s i s ta n c e  
program s. O re g o n  su gges ts  thut funding  
cou ld  be p ro v id e d  from g e n e ra l  lax  
rev enues ,  e x c is e  taxe3  on  local 
te lephone  se rv ice ,  ta x e s  o n  in lra s tu te  
toll ca r r ie rs ,  o r  v o lu n ta ry  c o n tr ib u t io n s  
by o rg an iz a t io n s  th a t  p la c e  a high va lue  
on u n iv e rsa l  se rv ice .  T h e  V erm on t  
Public  S erv ice  B oard  (Verm ont)  
m a in ta in s  th a t  the  s ta te s  n re  in a b e t te r  
pos it ion  th a n  the fede ra l  g o v e rn m e n t  to 
d ev e lo p  lifeline p lan s .  It a r g u j s  (hat the 
bu lk  of the  fund ing  for lifeline a s s i s ta n c e  
sh o u ld  be d e r iv e d  from in te r s ta te  
se rv ic es  b e c a u s e  in t r a s ta t c  toll se rv ices  
c a n n o t  p ro v id e  a m a jo r  f inancia l 
co n t r ib u t io n  due  to the th re a t  of b y p as s ,  
a rb i t ra g e  a n d  c u s to m e r  c o m p a r iso n s  
w i th  in te r s ta te  ra te s .  V erm ont 
re c o m m e n d s  tha t initial se rv ic e  
co n n e c t io n  fees  be  in c lu d ed  in 
a s s i s ta n c e  p rog rum s .  R e p re se n ta t iv e  
Bob W ise  o f  W e s t  V irginia a s s e r t s  tha t 
the federa l  g o v e rn m e n t  sh o u ld  p la y  a 
ve ry  lim ited role in the d e v e lo p m e n t  of 
lifeline p lans .

17. T he  C o lo ra d o  Public  Utili ties 
C o m m iss io n  (Colo rado)  s trongly  
su p p o r ts  a f e d e ra l ly  m a n d a te d  lifeline 
a s s i s ta n c e  p lan .  C o lo ra d o  argues  tha t  
the  F’CC is o b l ig a te d  to a id  the s t a t e s  in 
effo rts  lo p r e s e rv e  u n iv e rsa l  se rv ice  
b e c a u s e  it c o n t ro ls  the  a l lo ca t io n  o (' n o n ­
traff ic  s e n s i t iv e  (NTS) cos ts .  C o lo ra d o  
s t a t e s  tha t a s s i s t a n c e  sh o u ld  be  lim ited 
to h o u se h o ld s  w i th  in c o m es  at o r  b e lo w  
150 p ercen t  o f  the  fede ra l ly  e s ta b l ish e d  
p o v e r ty  level incom e.  It a rg u e s  th a t  
a s s i s t a n c e  sh o u ld  b e  p ro v id ed  th rough a 
fifty p e rc en t  d isc o u n t  on  the  ch a rg e  for 
b a s ic  flat r a t e  s e rv ice ,  w i th  funding from 
s la te  und  fede ra l  g e n e ra l  tax  revenues .
If th is  a p p ro a c h  to funding  is not viable. 
C o lo ra d o  sugges ts  g e n e ra t in g  the federa l  
c o n tr ibu t ion  through  a n  in c re a se  in the 
in te r s ta te  c a r r ie r  c o m m o n  line ch a rg e  
T h e  C o m m o n w e a l th  of Puer to  Rico 
(Puerto  Rico) su p p o r te d  fede ra lly  
m a n d a te d  life line p la n  fu n d ed  from 
in te r s ta te  se rv ic es .

18. T h e  A d  H oc T e le c o m m u n ic a t io n s  
U se rs  C om m ittee  (A d  H oc) a rgues  lhat 
the  u l t im a ta  r e sp o n s ib i l i ty  for des ign ing  
a n d  a d m in is te r in g  lifeline p ro g ra m s lies 
w ith  the s la te s ,  a l though  the  FCC should
d e te rm in e  t h e  oun t a n d  type of
funding  from in te r s ta te  sources .  A d  Hoc 
s t a te s  tha t  funding  sh o u ld  b e  p ro v id ed  
from g en e ra l  la x  r e v e n u e s  o r  u 
su rch a rg e  o n  the  s u b s c r ib e r  line charge .  
T h e  A sso c ia te d  T e le p h o n e  A n sw er in g  
E x changes .  Inc. s t a t e s  th a t  funding for 
a n y  a s s i s t a n c e  p rog ram  sh o u ld  l<c pa id  
by  ull te lep h o n e  su b sc r ib e r s .  It a s s e r t s  
th a t  a  lifeline p rogrnm  sh o u ld  uffer  the

sa m e  se rv ic es  p ro v id e d  to c u s to m e rs  
pay ing  the full ra te  w ith  a  l im ita t io n  on 
long d is t a n c e  rail ing . T he  
C o m m u n ic a t .a n  W o rk e rs  o f  A m e r ic a  
(CW A ) urges e s ta b l ish m e n t  o f  a lifeline 
plan m o d e le d  af te r  C a l i fo rn ia ’s M o o re  
Act a n d  C o n g res s io n a l  leg is la tive  
proposuls .  C W A  su p p o r ts  m e a s u r e d  
se rv ice  a s  a lifeline offering in a r e a s  
w h e re  it is av a i la b le ,  (t sugges ts  tha t  
funding  be p ro v id e d  by a su rc h a rg e  on 
the in t r a s ta t e  toil se rv ic es  o f  all 
in te rex ch u n g c  ca r r ie rs ,  an  a d ju s tm e n t  to 
local se rv ic e  r a te s  o r  a c o m b in a t io n  of 
the tw o.

19. T h e  C o n s u m e r  F e d e ra t io n  of 
A m er ica  a n d  the U.S. Public  In te re s t  
R e sea rch  G ro u p  (CFA) s trong ly  su p p o r t  
a fede ra lly  m a n d a te d  lifeline p rog ram  
for lo w  incom e h o useho lds .  CFA arg u e s  
that the  n eed  for lifeline se rv ic e  sh o u ld  
not b e  d e te rm in e d  so le ly  on the  b a s i s  of 
a d e c l in e  in su b sc r ib e r sh ip  levels  
b e c a u s e  m a n y  low  incom e h o u sc h  d d s  
will g ive  up o th e r  e s se n t ia l  g o o d s  a n d  
se rv ic es  be fo re  d iscon t inu ing  te lephone  
se rv ice .  It a rg u e s  th a t  the re spons ib i l i ty  
for funding lifeline se rv ic e  sh o u ld  b e  
split b e tw e e n  the s t a te  an d  federa l  
ju r isd ic t ions  w ilh  federa l  lifeline funding 
p ro v id ed  through  a n  in c re a se  in thn 
in te r s ta te  c a r r ie r  co m m o n  line  charge .  
The Office o f  C o n s u m e rs ’ Counse l .  S ta te  
of O h io  (OC CO) c o n te n d s  th a t  the 
C om m iss ion  sh o u ld  fund a full w a iv e r  of 
the su b s c r ib e r  line ch a rg e  from 
in te r s ta te  c a r r ie r  r e v e n u e s . '-’

B. Further Comments
20. A fle r  rev ie w in g  the c o m m e n ts  a n d  

rep lies  filed in r e sp o n se  lo the  Order 
Inviting Comments, the  Joint B o a rJ  
co n c lu d e d  lh a t  ad d i t io n a l  in fo rm ation  
w a s  n e c e s s a r y  for reso lu t ion  of this 
issue. A s  a result ,  w e  a d o p te d  an  Order 
Inviting Further Comment1; on  July 20. 
1985.,J reques t ing  fu r the r  c o m m e n ts  on 
three b as ic  issues .  (1) T he  ty p e s  of 
se rv ice  offerings a n d  a s s i s ta n c e  
prog ram s cu rren t ly  a v a i la b le  lo low 
incom e househo lds :  (2) te lephone  
su b sc r ip t io n  levels  a n d  toll u sag e  b y  loiv 
incom e b ju sebo lds :  a n d  (3) the  n ee d  for 
a n d / o r  a p p ro p r ia te  leve l  o f  federa l  
funding ror su c h  a s s i s ta n c e  p rog ram s.

21. In its fu rthe r  com m en ts .  AT&T 
urges tho Joint Board  to r e c o m m en d  
guide lines  lo as s is l  the  s l a t e s  in 
im plem enting  narrow ly  ta rge ted ,  s ta te  
funded  local lifeline a s s i s t a n c e  p lan s .  
AT&T su p p o r ts  s ta te  funding for th -sc 
p rog ram s a n d  re i t e r a te s  its o p p o s i t io n  to

" A  mure iliM .iiln l tumm.iry of lhr»e rummenls 
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fund ing  th is  a s s i s t a n c e  through  
su rc h a rg e s  o n  toll s e rv ic e s  o r  cu r r ie r  
a c c e s s  c h a rg e s  b e c a u s e  of  the  th re a t  o f  
b y p a s s .

22. A m c r i tc c h  s t a t e s  th a t  it h a s  found 
no  e v id e n c e  to  in d ic a te  th a t  un ive rsa l  
s e rv ic e  is in dan g e r .  A s  a resu lt ,  it d o es  
not b e l iev e  thn t  the re  is an  im m ed ia te  
n e e d  for l ife line se rv ic e  offerings in 
a d d i t io n  to  the  low  p r iced  local 
e x c h a n g e  s e rv ic e  o p t io n s  a l re a d y  
a v a i la b le .  A m er i tech  a l so  o p pose f  uny  
funding  m e c h a n ism  using  te lep h o n e  
in d u s t ry  rev e n u es .  Hell A tla n t ic  a rg u e s  
lh a t  the  b es t  s t r a te g y  for m a in ta in in g  
u n iv e rsa l  s e rv ic e  is a n  eco n o m ica l ly  
so u n d  r a te  s t ru c tu re  for all te lep h o n e  
s e rv ic es .  Dell A t la n t ic  su p p o r ts  
d e v e lo p m e n t  of s to le  funded  lifeline 
p la n s ,  but m a in ta in s  thut a n y  federa l  
fu n d s  sh o u ld  b r  d is t r ib u ted  b u se d  on 
su b sc r ib e r  nee d ,  not the  re la t iv e  ru te  
level  for b a s ic  te lep h o n e  se rv ice .  Dell 
A t la n t ic  o p p o s e s  funding  lifeline 
a s s i s t a n c e  through  Ihe cu r r ie r  co m m on  
l ine  pool. DcllSnulh a rg u e s  tha t a
f e d e ra l ly .m a n d a tc d  lifeline p ro g ra m  is 
n o t  n e c e s s a r y  a t  this  time, but s ta te s  
th a t  if such  p ro g ra m s  o re  d e v e lo p e d ,  
th e y  sh o u ld  b e  fu nded  so le ly  th rough 
s t a te  tax  rev e n u es ,  not from in c re a se d  
te le c o m m u n ic a t io n s  s e rv ic e  charges .

23. NYNEX a s s e r t s  thnt te lep h o n e  
su b sc r ip t io n  levels  h a v e  r isen  even  
a m o n g  the lo w es t  incom e g roups  d e s p i te  
in c re a s e s  in loca l  t e ic o h o n c  ra te s .  It 
m a in ta in s  th a t  an y  lifc iine a s s i s ta n c e  
p ro g ra m s  sh o u ld  be  fu nded  th rough 
g e n e ra l  lax  rev e n u es ,  not te lep h o n e  
in d u s t ry  r e v e n u e s .  S o u th w  ' s t e r n  Hell 
r e i t e r a te s  its pos it ion  tha t  lifciine p la n s  
s h o u ld  lie a d m in is te re d  by the  s ta te s  
w i th  fede ra l  invo lvem en t  l im ited  to  the 
p rov is ion  of  a  r e d u c e d  in te r s ta te  
s u b s c r ib e r  l ine  ch a rg e  for eligible 
s u b sc r ib e rs .  US W e  At s t a le s  tha t  ihe  
d a t a  d e r iv e d  from its In te rna l  m onitoring  
p ro g ra m s  h a s  not iden tif ied  an y  d e c l in e  
in s u b sc r ib e r sh ip  leve ls  d u e  to r a te  
in c re a s e s  in  its region. All o f  the DOCs 
a l s o  s ta te d  th a t  they  offer  low  p r iced  
bu d g e t  s e rv ic e  o p t io n s  in m os t  of the  
s t a t e s  th e y  se rve .

24. C in c in n a t i  Dell s t a t e s  tha t  it s e e s  
no  n e e d  for  lifeline a s s i s t a n c e  s ince  the  
su b sc r ip t io n  ru le  in its  territory’ is 94.5 
p e rc en t .  SNfTJ d o c s  no t  p e rc e iv e  a  n ee d  
for lifeline sc rv ic "  s in c e  C o n n e c lL  J t .  

w hich  cons ti tu te*  the  m a jo r i ty  of  Its 
s e rv ic e  te rr i to ry ,  h a s  a  97 p ercen t  
t e le p h o n e  su b sc r ip t io n  ra le .  SNET a lso  
in d ic a te s  th a t  it o ffe rs  s e v e ra l  b a s ic  
e x c h a n g e  se rv ic e  o p t io n s  w ith  r a te s  
d e p e n d e n t  o n  Ihe am o u n t  a n d  ty p e  of 
ca ll ing  S N E T  s u p p o r ts  funding  
a s s i s t a n c e  th rough  a n  o x r i s c  lux on  
te le p h o n e  se rv ice .  C on te l  o s s c r t s  thut 
l ife line p r o g ra m s  sh o u ld  h e

a d m in is t e r e d  by  s ta tu  regu la to ry  
ag e n c ie s  w h ic h  c a n  b e s t  d e te rm in e  local 
n e e d s  nnd  ta rge t  a s s i s ta n c e .  T h e  Puer to  
Rico T e le p h o n e  C o m p a n y  s u p p o r ts  a 
fede ra l ly  m a n d a te d  lifciine p rogram  
fu n d ed  from the  b r o a d e s t  p o ss ib le  
n a t io n w id e  b a s e .  T h e  A n ch o rag e  
T e le p h o n e  Utili ty  (ATU) a rg u e s  th a t  a 
fede ra l ly  m n n d n tc d  lifciine p rog ram  is 
u n n e c e s s a r y  u n le ss  cu r ren t  te lep h o n e  
p e n e tr a t io n  r a te s  d ro p  s ignificantly .  It 
a rg u e s  tha t  l i te line p ro g ra m s  th re a te n  
u n iv e rsa l  s e rv ic e  b y  forcing local 
e x c h a n g e  c o m p a n ie s  to a d o p t  su b s id y  
m e c h a n ism s  w h ic h  cou ld  le ad  to  b y p a s s .  
A TU  o p p o se s  fund ing  lifeline a s s i s ta n c e  
through  te le p h o n e  in d u s t ry  rev e n u es .  
U STA  o p p o s e s  fund ing  lifeline p ro g ra m s 
through  the  c h a rg e s  for in te r s ta te  
te le p h o n e  se rv ices .  It a l so  s ta te s  th a t
93.9 p e rc en t  o f  U.S. h o u se h o ld s  h a v e  
te le p h o n e  se rv ice ,  w ith  a 90.53 p ercen t  
p e n e tr a t io n  r a t e  for th o se  b e lo w  the 
p o v e r ty  line.

25. V erm o n t  a s s e r t s  thnt funding  for 
lifeline se rv ic e  sh o u ld  b e  d e r iv e d  from 
g en e ra l  tax  r e v e n u e s  w h e r e v e r  poss ib le ,  
but sugges ts  inte i s t a l e  toll r e v e n u e s  a s  
a n  a l te rn a t iv e  so u rc e  '  f  funding. T h e  
Iow a S ta te  C o m m e rc e  C om m iss ion  
( Iow a) d o c s  not suppo .’t a  fcdcro l lifeline 
p ro g ra m  a n d  m a in ta in s  th a t  the  1983-84 
d a t a  w h ic h  it h a s  co m p ile d  in d ic a te s  
lha t te le p h o n e  su b sc r ip t io n  leve ls  in 
Io w a  h a v e  r e m a in e d  the  s a m e  d e s p i te  
in c re a s e s  in local  e x c h a n g e  r a le s  a n d  a 
d e c r e a s e  in p o p u la t io n .  D.C. s ta te s  tha t  
its lucul e x c h a n g e  c a r r i e r  cu r ren t ly  
offers a n  ec o n o m y  local e x c h a n g e  
se rv ice ,  a n d  n o te s  th a t  it ha s  
im p lem e n te d  a n  e x p e r im e n ta l  lifeline 
o s s i s ta n c r  p rog ram  for el igible se n io r  
c i t izens .  D.C. o p p o s e s  funding  lifeline 
p lu n s  th rough  in te r s ta te  toll cha rges .
N e w  York r e i t e r a te s  its be l ie f  tha t  
lifeline funding  sh o u ld  b e  d e r iv e d  from u 
un iform  n a t io n w id e  su rch a rg e  on 
in te r s ta te  toll r a te s .  T h e  Virginia S ta te  
C o rp o ra t io n  C o m m iss io n  (Virginia) 
a rgues  tha t  b a s ic  te le p h o n e  se rv ice  is 
a l r e a d y  a v a i la b le  to  V irginia r e s id e n ts  
a t  a f fo rd a b le  ra tes .  It s ta te s  thn t lifeline 
tc lcphon- se rv ic e  is a  soc ia l  i s su e  w h ich  
sh o u ld  b e  a d d r e s s e d  by  s ta le  
leg is la tu res  o r  C ongress ,  no t  the 
C om m iss ion .

20. T h e  A m e r ic a n  A sso c ia t io n  of 
R e tired  Pi >ons (AA RP) su p p o r ts  
im p le m e n ta t io n  of  u fede ra l ly  m a n d a te d  
lifeline p rogram . T h e  A A R P  cm phusixos  
th a t  the  e ld e r ly  rely heav i ly  on  
te lep h o n e  se rv ice ,  n n d  s ta te s  tha t 75 
p e rc e n t  o f  th o s e  o v e r  05 y e a r s  o ld  h a v e  
e x p e r ie n c e d  in c re a s e s  in th e ir  local 
te lep h o n e  r a te s ,  a n d  th a t  20 p e rcen t  o f  
those  in d iv id u a ls  rep o r t  cu t t ing  b a c k  on 
te lep h o n e  u s e  in so m e  w ay .  T h e  
C o n s u m e r  F c d r ,„ t i o n  of A m er ica  (CFA)

s ta le s  th a t  the re  is a n  Im m cdln lo  n ee d  
for im p lem e n ta t io n  of  a fede ra l ly  
m a n d a te d  life line p ro g ra m  to b e  fu n d ed  
th rough in te r s ta t e  t e l c p h o r e  in d u s t ry  
rev e n u es .

III. D iscuss ion

A. Introduction

27. T e le p h o n e  su b sc r ib e r sh ip  levels  
huvo r e m a in e d  s lub lc  in recen t  y e a r s  . 
a n d  sh o u ld  re m a in  s ta b le  o r  in c re a s e  in 
ihe  future. W h i le  local te lep h o n e  ro tes  
will p ro b a b ly  co n t in u e  to  in c re a se  
g radua lly ,  th e re  is no  b a s i s  for 
a n t ic ip a t in g  in c re a s e s  o f  sufficient 
m a g n itu d e  to u n d c n n in c  un ive rsa l  
te lep h o n e  se rv ice .  H o w ev er ,  te lep h o n e  
s u b sc r ib e rsh ip  levels  urc  su b s ta n t ia l ly  
b e lo w  a v e ra g e  in the lo w e s t  in c o m e 
groups.  A s o resu lt ,  w e  r e c o m m e n d  tha t 
the  C om m iss ion  a d o p t  a s s i s ta n c e  
m e a s u r e s  for lo w  incom e h o u se h o ld s  in 
o rd e r  to  a s s is t  them  in affo rd ing  
te lep h o n e  se rv ic e  du r ing  th is  pe r iod  of 
rap id  ch a n g e  in the  te lep h o n e  industry .

D. Universal Telephone Service

28. T h e  April 1980 C e n su s  sh o w e d  
tha t  92.9 p e rc e n t  o f  A m er ic an  
h o u se h o ld s  su b sc r ib e d  to te lep h o n e  
se rv ice .  C e n su s  B ureau  d a ta  for April 
1983. pr io r  to the  AT&T d iv e s t i lu ie  nnd  
the  im p lem e n ta t io n  of  su b sc r ib e r  line 
charges ,  s h o w e d  tha t 91.9 p e rc e n t  o f  
h o u se h o ld s  su b sc r ib e d  to  te lep h o n e  
se rv ice .  T h e  C e n su s  Durcuu h a s  
c o n d u c te d  a su rv ey  of  58.000 h o u se h o ld s  
in M arch .  July a n d  N o v e m b e r  o f  ea c h  
y e a r  s ince  N o v e m b e r  1983 to  d e te rm in e  
the  p e rc e n ta g e  o f  h o u se h o ld s  w ith  
te lep h o n e  se rv ice .  T h is  d a t a  s h o w s  tha t 
te lephone  su b sc r ib e r sh ip  leve ls  h u v c  
rem a in ed  s ta b le  s ince  N o v e m b e r  1983, 
a l though  th e re  is a slight s e a so n a l  
v a r ia t ion ,  w ith  su b sc r ib e r sh ip  levels  
g en e ra l ly  lo w e r  in Ihe fall nnd  h ighe r  in 
the  spring. A ta b le  sh o w in g  n a t io n a l  
su b sc r ib e rsh ip  levels  is  se t  out be low :

T e l e p h o n e  S u o s c r i u e r s h i p  i n  t h e  U n i t e d  

S t a t e s  '

I M ) I M 4 » M »

« I S 9 1 *
M | •  1 • S I S

•  1 4 1 1 4
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Due to  tho s e a s o n a l  var ia t ion ,  
c o m p a r iso n s  shou ld  bo  b a s e d  on  d a ta  
for the sum o  m o n th  e a c h  year .

29. R ecen t C e n su s  D ureau d a t a  sh o w s  
th a t  te le p h o n e  s u b sc r ib e rsh ip  leve ls
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nm ong  low  in c o m e h o u s e h o ld s  h a v e  
n lso  r e m a in e d  re la t iv e ly  s t a b le  us Ihe 
fo llow ing  tu b lc  c o n c e rn in g  te lep h o n e  
su b sc r ib e r sh ip  a m o n g  the u n e m p lo y e d  
d e m o n s tr a te s :

T e l e p h o n e  S u b s c r io e r s h ip  a m o n g  

Un e m p l o y e d  Pe r s o n s  1

(In percent)

1903 1964 196S

Ma .'cM ............... ......... ....................... 07 0 0? 9
01 2 036

f»3v*mbor...................................... 07 5 61 0

'M  i t  Table 2. Ttv» data tbowi tho pcrconUgo cl 
hrvMholcl* with a tHophono m the* home The pwcer.tage 
o ’ houaohoM* wt*ch repod that telephone aennco 11 avail’ 
aoi* to them n  aomewhal hrgher

(In percent|

1983 1954 1985

Teiephor* S obvrtrenhp—HovtehcMi With Lets Than 
IS OOO m Annual Income'

71 4 71 1
A/y _ 71 6 12 0

71 7 70 3

Te*ephone SuOvcrtt-tf n - KxnehoWt »Hh S9.000-ST.499 
n  Annual Inco *  '

Ukc* 63 6 07 S
Jv/y 67 C 03 7
Hcrvfsfnfcx* 67 7 03 7

Teiephcn* SU)tC’to*<ihp-liccn*hokJt With 1 '  500-S9.999 
n  Annual Income '

Mitch 85 6 663
60966 5

067 070

Telephone Subtcrtievui -HouM fleUt With S10,000- 
S12.499 «  Anmial Income •

Vjreft 900 89 5 
89 7A/y 89 7

Nowwrcer 89 7 69 4

in c re a s e s  w i th o u t  d e c l in e s  in 
su b sc r ib e r sh ip  levels .

31. D esp i te  tho  c u r re n t  s ta b i l i ty  in 
te le p h o n e  s u b sc r ib e r sh ip  levels ,  co r la in  
p a r l ie s  a rg u e  th a t  loca l  r a te s  will 
in c re a se  d r a m a t ic a l ly  in  the  n e x t  few 
y ea rs ,  se r io u s ly  th re a te n in g  u n iv e rsa l  
te le p h o n e  se rv ice .  T h e  in fo rm ation  
cu r ren t ly  a v a i l a b le  d o c s  not su p p o r t  this  
con ten t io n .  T h e  C o m m iss io n  h a s  is su ed  
tw o  re p o r t r  c o n c e rn in g  the  i "feet of 
fed e ra l  d e c is io n s  on  lo o ?1 r a te s  a n d  the  
a v a i la b i l i ty  o f  local  se rv ice .  T h e  initial 
Michigan Report w«is is s u e d  in 
D ecem ber .  1983.M It found  th a t  ex is t ing  
C o m m iss io n  po lic ies  w o u ld  n o t  th re a te n  
the  a v a i la b i l i ty  o f  un iv e rsa l  se rv ice .  
A m o n g  o th e r  things, the  repo rt  
co n c lu d e d  tha t:  (1) In a lm o s t  a l l  c a s e s  
re v e n u e  r e q u e s ts  b y  e x c h a n g e  te lep h o n e  
co m p a n ie s  v a s t ly  e x c e e d e d  ac tu a l  
re v e n u e  a u th o r iz a t io n s  b y  s ta te  
com m iss ions :  (2) the  bu lk  o f  the  cu r ren t  
r e v e n u e  r e q u e s ts  by  e x c h a n g e  te lep h o n e  
c o m p a n ie s  u re  l inked  lo fa c to rs  o th e r  
th a n  fede ra l  d ec is ions :  (3) fed e ra l  
d e c is io n s  will not c a u s e  sh a rp ly  h igher  
m in im um  c h a rg e s  for o b ta in in g  
re s id e n t ia l  t e le p h o n e  se rv ice ;  u n d  (4) 
fede ra l  d e c is io n s  will no t  c a u s e  
re s id e n t ia l  s u b s c r ib e r s  to  d is c o n t in u e  
se rv ice .  T h e  C o m m o n  C a r r ie r  B ureau  
su b s e q u e n t ly  r e q u e s te d  c o m m e n ts  on  
the  initial repor t ,  a n d  is su ed  a  s e c o n d  
rep o r t  b a s e d  o n  th e se  filings, r e fe r re d  to

'  at Tata* 4 Th* data on l%v and th* laKrmmg (Me* 
u .*» \ i t w i  m* p*»c*n<jg* o' hout*hoan a i*t*pho»* 
m th»* hom* Th* p**c*ntag* e» nouvKOMi «*xr> report 

'l**phon* mtwc* a *<*i*U* to th«m ,t vyn*»n*t

•U
•*»
•u

A s th e se  c h a r t s  d e m o n s t r a te ,  te lep h o n e  
su b sc r ib e r sh ip  leve ls  h a v e  no t c h a n g e d  
s ign ifican tly ,  e v e n  am o n g  th e  g roups  
tha t  w o u ld  b e  m os t  u f fcc ted  by  ru le  
in c re ase s .  A  c o m p a r iso n  o f  Ihe d a t a  for 
July 1984 a n d  1985 e v e n  s h o w s  a n  
in c re a se  in su b sc r ib e r sh ip  levels  for all 
h u t  o n e  group, a l though  the  c h a n g e s  ure 
re la t ive ly  sm a ll  n n d  a r e  p r o b a b ly  not 
s ta t i s t ica l ly  s ignificant .

30. T h e  c o m m e n ts  in th is  p roceed ing  
a l so  con f irm ed  th is  conc lus ion .  A lthough  
ce r tu in  p a r t i e s  e x p r e s s e d  c o n c e rn  ab o u t  
d e c l in e s  in  su b sc r ib e rsh ip .  none  o f  the  
te lep h o n e  c o m p a n ie s  s lu t c d  lha t  they  
h u d  e x p e r ie n c e d  auch  dec lines .  In fact, a 
n u m b e r  o f  the  local  te lep h o n e  
c o m p a n ie s  p a r t ic ip a t in g  in this 
p ro ce ed in g  s t a te d  th a t  th e y  h a d  
im p lem e n te d  s ign ifican t  local  r a te

S -074W  OCM!(02KJS-Di-C-I5-11:1716)

14 O rdrr. P etition  b y  th r  S ta te  o f  M ich iyan  
Concern m y  th e  E ffec t o f  C erta in  P eilerv l D ecisions  
on Ia x o ! Telephone S e rv ic e  ("M ich iya n  Iteport"). DO
FCC 2d D41 (:0SJ). T he rrp o r t w as laau rd  In 
rc sp o m c  la  u pclitiun  filed by Ihe S U Ic  o f M ichig'in. 
on F ebruary  24. l'.W3, w hich  e ik c d  Ihe FCC lo 
In v rttig n tc  Ihe r f f r c t i  o f d rc iilo n *  in Ihe follow ing 
five area*  on local r a lc t  an d  th r  uvalliiblllly  o f loc.il 
le n d e r :  (1) D epreciation; (2) in lrr s la le  acce i*  
charge*. (3) expensing  stu lion  connections und 
am ortiz ing previously  cap ita lized  investm ent: (4) the 
CPE-phas* out. an d  |$ | d ivestitu re  o f  ATAT. A t that 
lime, the  C om m ission hud u d o p ird  u plun fur 
im plem entation  o f  a m onthly m inim um  subscriber 
line charge of $2 oo p r r  loop for resid en tia l 
subscribers an d  (4  00 per loop for b usiness 
subscribers , w ith  nddition.il u s j r v  c h a rse t up to  a 
ce rta in  m axim um  level. U nder th is app roach , m ost 
In te rs ta te  non traffic sensitive (NTS) co sts  w ould 
hav e  been  sh ifted  lo  rn d  use rs  ov er n seven year 
tran sitio n  period- Thirxt Report and Order. CC 
D ochct No 70-72. 44 FR T0JI9 (M arch J 1 .19031 The 
C om m ission subsequen tly  referred  tho issues 
re la ted  to subscrib er line charges a s  a  m eans nf 
recovering NTS co sts  lo  the |o tn l Hoard in th is 
proceeding Fur ' '* r S o t k r  o f  P roposed  f iu tr m c k n y  
CC D ocket N os 70-72 an d  00 -240 .49 FR 1B310 
(A pril 30.10041 The |o in t Board subsequently  
recom m ended th* Im plem entation  o f a SI 00 
n.-.nthly subscriber line charge  for residen tia l and  
single Ima b usiness su bscribers , effective |u n e  I.
1943. w ith  an  in crease  to  $2 00 per m onth |u n *  I,
tvnn T he Com m ission ad o p ted  these  
recom m endations. D ecision  a n d  O rder. CC DocLrl 
N o  74-72 an d  40-2M . SO Fed Keg t» 9 ( |« n u « r*  B
I9A3). S ince the  filing of ihe  M ichigan Petition. th r  
Com m ission h a s  a lso  tak en  a  num ber o f o th er steps, 
b ased  on  |o tn l Board r .co m m en d atio n s, to r a s e  the 
transition  lo a  m a r t  cost b ased  system  of allocating  
and  recovering c o lls .

a s  Ihe Michigan 11 Report, In Junuary .  
1985.18 T h e  Michigan I I  Report a f f irm ed  
the  c o n c lu s io n s  r e a c h e d  b y  the  
C o m m iss io n  in the  Michigan Report. At 
th a t  time, the C o m m iss io n  u lso  s ta le d  
th a t  it w o u ld  m o n i to r  s u b s c r ib e r s h ip  
leve ls  a n d  w o u ld  w o rk  c lo se ly  w i th  the  
Joint B oard  a n d  Ihe s l a te s  to e n s u re  the  
c o n t in u e d  p rc sc rv a l io n  o f  u n iv e rsa l  
se rv ice .

32. T h e  c o n c lu s io n s  c o n ta in e d  in Ihe 
Michigan / and II Reports h a v e  b e e n  
c . if irm cd by  the  a c tu a l  p a t te r n  o f  ra te  
in c re a s e  r e q u e s ts  filed by  the  local  
te le p h o n e  c o m p an ie s .  In fact. Ihe 
am o u n t  o f  r a te  in c re a se  r e q u e s ts  
cu r re n t ly  p en d in g  is s ign if ican t ly  low c: 
th a n  in 1983. T h e r e  w e re  a p p ro x im a te ly
S6.9 bill ion  in s t a te  r a te  in c re a se  
re q u e s ts  be fo re  the  s t a te  c o m m iss io n s  
b y  the  e n d  of  1983.18 A t p re se n t ,  only  
a b o u t  S2.8 bill ion  in s ta te  r a te  in c re a se s  
a r e  u n d e r  c o n s id e ra t io n  n a t io n w id e ,  a n d  
ra te  c a s e s  filed by  Pacific Bell in 
C a lifo rn ia  a n d  N e w  York T e le p h o n e  
ac c o u n t  for a p p ro x im a te ly  h a l f  o f  this 
a m o u n t .17 F u r th e rm o re ,  the  s t a te  
c o m m iss io n s  h a v e  g ra n te d  on ly  ab o u t  
h a l f  o f  the  in c re a s e s  rq u c s tc d .  For 
ex a m p le ,  in 1984. S7.3 bill ion  in re v e n u e  
in c re a s e s  r e q u e s te d  by  local  te lep h o n e  
c o m p a n ie s  w e re  ac tp d  on  in s t a t e  ra te  
c a se s ,  b u t  on ly  53 p e rc e n t  o f  the  
a m o u n ts  r e q u e s te d  or $3.9 bill ion  in ra te  
in c re a s e s  w e r e  a c tu a l ly  g ra n te d  
n a t io n w id e .  In the  s e c o n d  q u a r te r  of 
1905. on ly  S580 million in r a te  in c re a se s  
w e re  a c te d  on  in s t a te  r a te  c a s e s  an d  
on ly  51 p e rc en t  o f  the a m o u n ts  
re q u e s te d  w e r e  g r a n te d  by  s t a te  
co m m iss io n s  n a t io n w id e .  In ad d i t ion ,  
the  s ta te  c o m m iss io n s  h a v e  gene ra l ly  
c h o s e n  to in c re a se  r a te s  for spec ia l ized  
b u s in e s s  se rv ices ,  in l r a s tu te  toll a n d  
e n h a n c e d  se rv ic e s  b e fo re  inc reas ing  
r a te s  for  b a s ic  re s id e n t ia l  local 
e x c h a n g e  se rv ice .  Local t e le p h o n e  flat 
r a t e  m o n th ly  se rv ic e  c h a rg e s  in c re ase d  
by 8.9 p e rc e n t  from Ja n u a ry  1982 to 
Ja n u a ry  1983. T h e  in c re a s e  w a s  4.7 
p e rc e n t  for the  pe r iod  Ja n u a ry  1983 to  
Ja n u a ry  1984. w i h a n  in c re a s e  of  7.8 
pe rc e n t  from Jan u ary  1984 to Jan u ary  
1985."* T h e  c h a rg e s  for ail loca l  service ,  i 
inc lud ing  in s ta l la t io n ,  in s id e  wiring, 
eq u ip m e n t  a n d  ta x e s  a s  well a s  local 
s e rv ic e  c h a rg e s  in c re a s e d  13 4 p e rc en t  
from Jan u ary  1982 lo J a n u a ry  1983,9.7 
pe rc e n t  from Jan u ary  1983 to  J a n u a ry

• * Farther Reoort an the F.«e< n  of Federal 
Dec i t  ions on  C u n  t i n . I S e n a  »•. FCC No iM-t.vi., 
. r l r u t r t l  |«n u jr>  V. 194)

" J g  maty o f Stale Telephtine Note Cows 
(frteem l Septrmtirf 30. IMS)

• •Id
' • U S  D epartm ent o l  I-a bur. U urr.iu o l I .ib.»r 

b u t iv tn t .  Prm iucer Brice tn ilrx . S e r in  4 B II -I I I . 
I aic.i1 S erv icr. R r iu lc n tu l
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• 1904, a n d  8.3 p e rc e n t  from Jnnuury  1084 
to J a n u a ry  1905.18

33. D esp i te  tho s ta b i l i ty  in te lep h o n e  
s u b sc r ib e r sh ip  leve ls  d e m o n s t r a te d  by  
the  C e n su s  d a t a  a n d  the  fac t  lh a t  the re  
is no  re a s o n  to e x p e c t  d ra m a t ic  
in c re a se s  in local ru tcs ,  su b sc r ib e r sh ip  
levels  for Ihe u n e m p lo y e d  a n d  th o se  in 
the lo w es t  incom e c a te g o r ie s  a rc  
s ign ifican t ly  b e lo w  the  n a t io n a l  av e rag e .  
In o rd e r  to p ro m o te  te lephone  
su b sc r ib e r sh ip  am o n g  low  incom e 
h o u se h o ld s  dur ing  this  pe r iod  of  ra p id  
c h a n g e  in the  te le p h o n e  industry ,  w o  
r e c o m m e n d  thut the  C o m m iss io n  a d o p t  
b r o a d e r  lifciine a s s i s t a n c e  m e a su re s .

34. W e  b e l iev e  th a t  th is  c a n  b e s t  b e  
ac c o m p l ish e d  by  p ro v is io n s  for federa l  
a s s i s t a n c e  to  su p p le m e n t  the  b en e f i ts  
p ro v id ed  u n d e r s t a t e  o r  local te lep h o n e  
c o m p a n y  lifeline p la n s  w h ich  m e e t  
ce r ta in  m in im um  fede ra l  gu ide lines .  W e  
a rc  con f iden t  tha t  s t e ' e  regu la to rs  
w ork ing  in co n junc t ion  w ith  the local 
c o m p a r e s  will be  a b le  to identify  local 
su b sc r iu .  .• n e e d s  a n d  re sp o n d  to  them  in 
an  a p p r o p r ia te  m a n n e r .  In light o f  this, 
a n d  the  cu rren t  d a t a  concern ing  
te lep h o n e  su b sc r ib e r sh ip  levels, u 
m a n d a to r y  fede ra l  p rog ram  is not 
requ ired .*0 A lthough  the  p re se n t  reco rd  
le a d s  us to co n c lu d e  th a t  un ive rsa l  
le lephonc  se rv ic e  is n o t  th re a te n e d ,  w e  
w ou ld  b e  d e e p ly  c o n c e rn e d  sh o u ld  the 
s la te s  fail to  re s p o n d  a p p ro p r ia te ly  to 
a n y  d e v e lo p m e n ts  w h ich  c a u s e d  a 
dec l in e  in s u b sc r ib e rsh ip  levels .

35. A ccord ing ly ,  the  Joint Board  
re c o m m e n d s  tha t  the  C om m iss ion  m a tc h  
s ta te  a s s i s t a n c e  fo. low  incom e 
h o u se h o ld s  u n d e r  qual ify ing  lifeline 
p ro g ra m s up to  the  a m o u n t  o f  the 
su b sc r ib e r  l ine ch o rg c .* 'T h is  w o u ld  be  
ac c o m p l ish e d  th rough  a  w a iv e r  o f  the  
su b sc r ib e r  l ine  c h a rg e  (or the  m u lch ing  
po r t ion  of  it) for e l igible ho u se h o ld s ,  a n d  
fu n d ed  through a n  in c re a se  in Ihe 
in te r s ta te  c a r r ie r  co m m o n  line charge .  
T h e  w a iv e r  w o u ld  b e  a v a i la b le  to 
par t ic ipa t ing  s u b sc r ib e rs  in s ta te s  o r  
ind iv idual  te lep h o n e  c o m p a n y  se rv ic e

'*  Ttii- conturr.rr prior index. alio num l. InrJ by 
(hi- llun-.iu of Libor Statiitict. contain* u lubindcx 
of local telephone charge* 'Ihi* Index, unlike ihe 
producer price index. Include* cha.grt for 
initulljllun. wiring, equipment nnd laxe*.

*• At pfrirnl. *  number of Mule* huvp 
(onilituliuna). Mututury or judicially Imputed 
prohibition* on Implrmrnlnllon of trlrphone 
ntileUftce progrjrit fur low Income homchold*
We ilr  mgly urge ihrte tU le t lo eliminate any »ueh 
rrttrtctiunx to rniure lh.it etnte irguUlor* and the 
local telephone companic* are able to fetp. id  
appropriately lo any clrcumilancei which may 
warrant Implementation of a elate lifeline profram.

”  Thlt would be In addition to Ihe exliting 
prot m ont which allow tho equivalent of a 
tulitcriber line charge waiter for tow income 
houtthuldt Stair* or local telephone companiri 
whuh with lo continue to participate In Ih li more 
limited program may do to .

S-074WJ 0O4X0JXI6-DEC-IJ-IS I7J9)

a r e a s  h av in g  h ighly  ta rg e ted  local 
l ife line p rog ram s.  For  ex am ple ,  
p ro g ra m s  d i re c te d  to  Ind iv idua ls  w h o  
a re  e l ig ib le  to r ec e iv e  S u p p le m e n ta l  
S ecu r i ty  Incom e (SSI) or A id  to  F am il ies  
w ith  D e p e n d e n t  C h i ld re n  (AFDC) w ou ld  
be  inc luded .  O f  cou rse ,  w e  e n c o u ra g e  
those  s ta te s  w h ic h  b e l iev e  It is 
a p p ro p r ia te ,  to a d o p t  a d d i t io n a l  lifeline 
m e a s u r e s  a s  well. W e  ul9o r e c o m m e n d  
limiting  the  qua l ify ing  s t a t e  p la n s  to 
th o se  in w h ic h  eligibility  is su b je c t  to 
ver if ication .  If s t a t e s  o r  te lep h o n e  
c o m p a n ie s  ch o o s e  to  im p lem e n t  
a s s i s t a n c e  p ro g ra m s  tha t  do  no t m e e t  
th e se  cr i te r ia ,  the ir  su b sc r ib e r s  w o u ld  
po t b e  elig ib le for su p p le m e n ta l  fede ra l  
a s s i s ta n c e .  U n d e r  our  re c o m m e n d a t io n ,  
fed e ra l  a s s i s t a n c e  w o u ld  b e  a v a i la b le  
f o r a  s ing le  te le p h o n e  line a t  the  
pr inc ipa l  re s id e n c e  of  eligible 
ho u se h o ld s .  W e  re c o m m e n d  th a t  s t a t e  
a s s i s t a n c e  for  b a s ic  local te le p h o n e  
se rv ice ,  c o n n e c t io n  ch a rg es  a n d  
c u s to m e r  d e p o s i t  r e q u ir e m e n ts  be  
in c lu d ed  in d e te rm in in g  the  level c i  the  
s t a l e  c o n tr ib u t io n  to  b e  m a tc h e d  b . '  
federa l  a s s i s ta n c e .  T h e  s ta te  
c o n t r ib u t io n  m a y  b e  g e n e r a te d  from an y  
in t r a s ta tc  sou rce .  W e  d o  nof b e l ie v e  tha t  
uny  sh o w in g  o f  r .^ v o t  At •..nnu.ienl 
d e c l in e s  in  tclepl.-r’' "  st h sc r ib e rsh ip  
leve ls  s h o u 'd  b e  r eq u ired  os u p r e ­
con d i t io n  to rece iv ing  f c d t n l  
a s s i s ta n c e .

36. W e  a l s o  re c o m m e n d  th a t  local 
c o m p a n ie s  a n d  s t a te s  se ek in g  to  o b ta in  
s u p p le m e n ta l  fede ra l  b en e f i ts  b e  
r eq u ired  to  su b m i t  in fo rm a tio n  to  Ihe 
C om m iss ion  d e m o n s tr a t in g  th a t  the ir  
p la n  m e e ts  th e se  cr i te r ia .  W e  
re c o m m e n d  th a t  the  s u p p le m e n ta l  
a s s i s t a n c e  b e  m a d e  a v a i la b le  
im m e d ia te ly  upon  ce r t i f ica t ion  tha* th e  
p la n  m e e ts  the  fede ra l  s t a n d a r d s  
d e s c r ib e d  ab o v e .  In o r d e r  to  fac i l i ta te  
ac t io n  on  th e se  filings, w e  r e c o m m e n d  
thnt the  C om m iss ion  d e le g a te  a u th o r i ty  
to  a c t  o n  such  p luns  to  the  Chief. 
C o m m o n  C a r r ie r  B u re a u .”  W e  
re c o m m e n d  th a t  fed e ra l  su p p le m e n ta l  
a s s i s t a n c e  for e l ig ib le  lifeh .te  p la n s  b e  
m a d e  a v a i la b le  a s  so o n  a s  the  
C o m m iss io n  ce r t i f ica t ion  is i s s u e d  a n d  
tho n e c e s s a r y  tariff  rev is ions  b e c o m e  
effective . T h e  a m o u n ts  invo lved  a t  th is  
initial s ta g e  in the  p rog ram  will be  
m inim al,  a n d  w e  b e l iev e  th a t  they  c a n  
b e  co v e re d  th rough  th e  ex is t ing  c c r r ic r  
c o m m o n  line ch a rg e  w ith o u t  reduc ing  
the  c a r r ie rs '  a c c e s s  ea rn in g s  b e io w  the  
a u th o r iz e d  level. T h e  c r r r l e r  co m m o n  
l ine ch u rg e  sh o u ld  be  rev ise d  effec tive

" I V * believe th a t the lo ln l Doan! th o u ld  p repare  
a recom m endation  in any  e a ta  w h e r t a  party  t r e k t  
C o m m liilon  rev iew  o l a B ureau C hief d tc ie io n  not 
to approve lu p p le m tn ia l a t i i t ta n c e .

June 1 .1680  to re f lec t lifollno funding  
requirements.

37. In add i t ion ,  w e  r e c o m m e n d  th a t  
the  Joint B oard  re v ie w  the e f fec t iveness  
o f  this  p lan  in co n junc t ion  w ith  its 
r e v ie w  o f  su b s c r ib e r  line c h a rg e s  w h ich  
is sc h ed u le d  to begin  in la te  1988. To  
f ac il i ta te  this, w e  re c o m m e n d  thn t  the 
C om m iss ion  requ ire  p a r t ic ip a t in g  local 
c o m p a n ie s  to m o n ito r  the  e f fec t iveness  
o f  the ir  a s s i s ta n c e  p rog ram s a n d  p ro v id e  
the Joint B oard  a n d  the  C om m iss ion  
w ith  a n n u a l  repor ts .  T h e s e  rep o r ts  
sh o u ld  Include a d esc r ip t io n  o f  the 
a s s i s t a n c e  m e asu res ,  the  cos t  o f  d’e 
p rogram , in fo rm ation  on the n u m b e r  o f  
h o u se h o ld s  tak ing  a d v a n ta g e  o f  the  
a s s i s t a n c e  program , inc luding 
in fo rm ation  on  the  n u m b e r  o f  ex is t ing  
s u b sc r ib e rs  w h o  sw itc h  to lifeline 
se rv ic e  from o th e r  se rv ice  offerings a n d  
the  n u m b e r  o f  n e w  su b sc r ib e rs  using  the 
se rv ice .  W e  a re  a lso  ask ing  lh a t  these  
rep o r ts  con tu in  a n y  av a i lu b le  
in fo rm ation  concern ing  the effect o f  the 
p lan  on  su b sc r ib e rsh ip  levels  am o n g  low  
incom e groups.

38. W e  be l ieve  tha t  this  a p p ro a c h  will 
p ro v id e  s la te  regu la to rs  w ith  a  s trong  
incen t ive  to deve lop  lifeline a s s i s ta n c e  
program s, w h ile  ensu r ing  th a t  they  are  
a b le  to re sp o n d  a p p ro p r ia te ly  to local 
cond i t ions .  A lthough w e  strong ly  
e n c o u rag e  local te lep h o n e  c o m p a n ie s  
a n d  s t a t e  regu la to rs  to  p a r t ic ip a te  in this 
p rogram , w e  do  no t be l ieve  thn t the 
ex is t ing  record  w a r ra n t s  im p lem en ta t io n  
o f  a m a n d a to ry  federa l  p rogram . 
F u rthe rm ore ,  w e  h a v e  ev e ry  r e a so n  to 
b e l iev e  th a t  s t a t e  regu la to rs  a n d  the 
local c o m p a n ie s  will r e sp o n d  in a 
r e sp o n s ib le  m a n n e r  to e n su re  tha t  
u n iv e rsa l  se rv ice  is m a in ta in ed .

39. P rovid ing  the  federa l  a s s i s ta n c e  
through  w a iv e r  o f  the  full s u b sc r ib e r  line 
ch a rg e  will e n su re  a n  a d e q u a te  level of 
a s s i s ta n c e  b a s e d  on ex is t ing  local  ra te  
levels .  B ased  on  the p re se n t  re s id e n t ia l  
a n d  single line b u s in e s s  s u b sc r ib e r  line 
ch a rg e  of S1.00. this a p p ro a c h  w o u ld  
p ro v id e  a m a x im u m  of  $2.00 p e r  m on th  
in  a s s i s ta n c e  for par t ic ipa t ing  
su b sc r ib e rs .  V /hen  the  s u b sc r ib e r  lino 
ch a rg e  in c re a se s  to $2.00 on June 1.1986. 
this a p p ro a c h  will g e n e ra te  a m ax im um  
of  04.00 per  m o n th  in a s s is ta n c e .  W c  
be l ieve  (hot th e se  am o u n ts  a re  
r e a s o n a b le  in light o f  ex is t ing  local  ra te  
levels ,  a n d  the  ta rge ting  a n d  ver if ica tion  
m e a s u re s  w h ich  w e  a r e  recom m end ing  
will e n su re  thnt the  bene f i ts  o f  this 
p ro g ra m  a rc  d i rec ted  to  Ihe g roups  
w h ich  cu rren tly  h a v e  the  low es t  
te lep h o n e  su b sc r ib e rsh ip  levels ,  a n d  a re  
m os t  In n e e d  of  a s s is ta n c e .

40. R e-cvnluntlon o f  this  n p p w c h  in 
con junc t ion  w ith  the  Joint B o a rd ’s r e ­
e x a m in a t io n  o f  s u b sc r ib e r  line cha rges



'  to beg in  in la to  1980 will a l lo w  us to 
* s tudy  the  e f fec t iv e n ess  o f  th is  p rog ram  

an d  r e c o m m e n d  a d ju s tm e n ts  if 
ex p e r ie n c e  in d ic a te s  th a t  they  a re  
nec es sa ry .

IV O rdoring  C lau ses

41. Accord ing ly ,  tho jo in t B oard  
rec o m m en d s ,  th a t  the C om m iss ion  ad o p t  
the  rec o m m e n d a t io n s  se t out ub o v e  
concern ing  a s s i s t a n c e  m e a s u r e s  to a id  
low  incom e h o u se h o ld s  in uffording 
te lephone  se rv ice  a n d  the  rev is ions  to 
Par t  G9 of  the C o m m iss io n 's  Rules  set 
out in A t ta c h m e n t  A .M

F edera l  C o m m u n ic a t io n s  C om m iss ion .  
William |. Tricnrico,
Secretary.

PART 69 -(A M E N D ED )

Attachment A
Recommended Amendments to Port 69 
of the Commission's Rules

1. A m en d  § 69.203(d) by  subs t i tu t ing  
the p h ra s e  " p a ra g r a p h s  (fj a n d  (g)" for 
"p a ra g ra p h  (0" .

2. A m en d  § 69.203 by  a d d in g  the 
following p a ra g ra p h  (g):

(g)(1) The End User Common l.ine charge 
for residential subscribers shall be  reduced  to 
Ihe c-xlenl of the s la te  ass is tance  ns 
calculated in (g)(2). or w aived  In full If Ihe 
stole ass is tance  equals or exceeds the 
residential End User Common Linn Charge 
under I), circumstances described below. In 
order to qualify for Ihis waiver, the 
subscriber must be eligible for und receive 
ass is tance  or benefits p rovided pursuant to a 
narrowly targeted telephone lifeline 
ass istance plan requiring verification of 
eligibility, implemented by the s la te  or local 
telephone company. A siulc o r  local 
telephone company wishing lo implement this 
End U ser Common Line rrduction  or w aiver  
for its subscribers shall file information with 
Ihe Commission Secretary demonstrating lhat 
its plan meets the criteria  set out in this 
section, and  showing the amount of state 
ass is tance  per subscriber ns described in 
(g)(2). The  reduction o r  w a ive r  of the End 
User Common Line Churgc shall be available  
ns soon as Ihe Commission certifies lhat he 
s ta te  or local telephone plan sta tistics the 
criteria set out in this subsection, und the 
relevant tariff provisions become effective.

(2)(i) The State a ss is tance  per subscriber 
shall be equal to the difference be tw een  Ihe 
charges lo bo paid by participating 
subscribers und those to be paid  by other 
subscribers for com parable  monthly local 
exchange service, service connections and  
customer deposits, except that benefits or 
ass is tance  for connection charges and 
deposit requirements may only be  counted 
once annually. In order to be  included in

" T h is  recom m endation  is m ade pursuan t to 
s re tiu m  4 |i | nnd | | | .  S. M l. M2. 202. 205. 2t«. 221 4m 
and  4tO ot Ihe Com m unication* Act. a* am ended. 42 
u s e .  1J  .J and  (it. 151. M l. M 2.203. 205. 218. 221. 
409 an d  410.
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calculating Ihe s ta le  ass istance, such benefits 
must bo for a single te lephone line lo the 
household 's  principal residence.

(2)(ii) The monthly stutc ass is tan ce  per 
participating subscriber shall be calculated 
by udJing  the am ounts  calcu la ted  In 
paragraphs (A) and  (0).

(A) The amount o f the m onlhy slute 
assistance per participating subscriber fo r 
loca l exchange service chorge9 sha ll be 
calculated by dividing Ihe annual difference 
between the charges paid by nil participating 
subscribers fo r loca l exchange service and 
the amount which would have been charged 
to non qualifying subscribers fo r comparable 
service by twelve times Ihe number o f 
subscribers participating in the state 
assistance program. Estimates may be used 
when historic data is not uvuilublc.

(D) The amount of the monthly s ta te  
ass is tance  for service connections and  
customer deposits  per participating 
subscriber shall be ca lculated  by determining 
the annual amount of the reduction in these 
charges for participating subscribers  each 
year, and  dividing Ihis amount b> twelve 
times the num ber of participating subscribers. 
Estimates may be used w hen  historic d a ta  is 
not available.

|l)oc. B5-30427 Filed 12-20-05: 8:45 ami 
BILLING CODE 6712-05-M

47 CFR Part 73
IMM Docket No. 85-61; RM-4833)

TV Broadcast Station tn San Clemente 
and Brawley, CA

a g e n c y :  F edera l  C o m m u n ic a t io n s  
C om m iss ion .
ACTION: P ro p o se d  rule.

SUMMARY: T his  ac t io n  p r o p o se s  to 
as s ign  U H F te lev is ion  C h a n n e l  26 to S an  
C lem en te .  C a liforn ia ,  in r e s p o n s e  to a 
pet i t ion  filed by  S te v e  N e w h o r t  Ul IF 
te lev is ion  C h a n n e l  *48 m ust  b e  
su b s t i tu te d  for C h a n n e l  *20 at B raw ley .  
C a lifo rn ia  in o r d e r  to a c c o m m o d a te  this  
a s s ignm en t .  T h e  a s s ig n m e n t  of C h a n n e l
26 a t  S a n  C lem e n te  cou ld  p ro v id e  a first 
te lev is ion  se rv ic e  to th a t  co m m u n ity .  
d a t e s :  C o m m e n ts  m us t b e  filed on  or 
be fo re  F eb ru a ry  10.1980. a n d  rep ly  
c o m m e n ts  on  or  be fo re  F e b ru a ry  25.
19P0.

a d d r e s s :  F edera l  C o m m u n ic a t io n s  
C om m iss ion . W a sh in g to n .  D.C. 20554 
FOR FURTHER INFORMATION CONTACT: 
K ath leen  S chcuc r lc .  M a s s  M ed ia  
Bureau. (202) 634-6530.
SUPPLEMENTARY INFORMATION:

List o f  S u b je c ts  in  47 CFR Par t  73

Telev is ion  b ro ad c as t in g .
T ho  au th o r i ty  ci tu t ion  for Par t  73 

co n t in u es  to read :
Authority: Secs. 4 und 3 0 3 .4U Stat. lOOd. a*  

am ended. *362. as am ended: 4? U S C 154.

303. Interpret or apply sees. 301, 303.307,48 
Stat. 1081.1082. as amended. 1083. as 
amended. 47 U.S.C. 301. 303,307. Other 
statutory and oxucutivo order provisions 
authorizing or interpreted or applied by 
specific sections urc cited lo text.

N o tice  o f  P ro p o se d  R u lem a k in g

In the m atte r  of um cndm cnl of § 73,G0ti(b). 
T able  of Assignments . TV broad cas t  
Stations. (Fan Clemente und Brawley. 
California) MM Docket No. 35-01. RM—16IIJ.

Adopted: March 13,1985.
Releuscd: December 19.1985.
By the Chief. Policy and Rules Division.

1. Before the Commission for 
consideration is a petition for rule 
making filed by Steve Mewhort 
("petitioner"), proposing the assignment 
to UHF Television Channel 26 to San 
Clemente. California. The substitution of 
UHF Television Channel *48 for unused 
UHF Television Channel *26 in Brawley. 
California, would be required to allow 
the San Clemente assignment to be 
made in accordance with the mileage 
requirements. Petitioner submitted 
information in support of the proposal 
and expressed an interest in applying 
for the San Clemente channel, if 
assigned. The substitution and the 
assignment can be made in compliance 
with the minimum distance separation 
requirements and other technical 
criteria. However, since San Clemente 
and Brawley. California, are both 
located within 199 miles of the common 
U.S.-Mexicun border, Mexican 
concurrence in the proposal is required.

2. San Clemente (population 27.325) 1 
in Orange County (population 1.932.709) 
is located in southern California, 
approximately 80 kilometers (50 miles) 
southeast of Los Angeles.

3. Currently pending before the 
Commission is a rule making proceeding 
to institute further hir.d mobile sharing 
arrangements within the U H F band (Sec 
General Docket 65-172. X o tiiv o f  
Proposed Rule Making. 5 0  FR 23587. 
published )une 20. 1905). In that 
proceeding, specific sharing plans are 
mentioned which could affect this 
proposal. Thus, this proceeding will be 
considered in connection u th General 
Docket 85-172.

PART 73—[AMENDED!

4. In view of the fact that San 
Clemente would receive its lirst local 
television service, the Commission fi ids 
that It would be in the public interest to 
seek comments on the proposal to 
amend the Television Table of 
Assignments. § 73.000(b) of the

'C opu la tion  fl<U'c» w ere  l A r n  bo m  I V  ItHKI t* 5 
On , in

F47O2.fmt...[10,3O|...ll/l9/85



Before Che 

FEDERAL COHMUMI CATIONS COHKISSIOM 
W a s h i n g t o n , D . C .  20554

FCC 87J-1

I n  che Ha t te r  o f

HTS end UATS Karkec S t ruc ture

Amendment o f  Perc 67 o f  Che 
Commis s i o n ' s  Rules end 
E s t a b l i s h m e n t  of e Jo inc  Boerd

>
)
)
)
)
)
)

CC Docket Ho. 78—72 

CC Docket Ho. 80-286

REOOHH ENDED DECISION AND ORDER 

Adop t ed :  Herch 12, 1987; Releeeed : March Z l ,  1987

By Che F e d e r e l - S c e c e  Jo inc  Boerd:

I . In troduc t i on

I .  P u r s u a n t  Co c h e  r e q u e s t  o f  c h e  F e d e r a l .  C o o m u n i c a c i o n s  
C om m i s s i o n  ( C o m m i s s i o n )  in  i c s  F u r t h e r  N o c i c e  o f  P r o p o s e d  Rulemaking 
( F u r t h e r  N o t  i c e ).  ̂  u e  presenc our recommendations concerning the e f f e c t s  of 
che i n i t i a l  imp lemenca t i on  o f  (1) s u b s c r i b e r  l ine  charges (or S LC s ) ,  (2) che 
f e d e r a l  l i f e l i n e  a s s i s c a n c e  p r o g r a m ,  and  (3) c h e  c u r r e n c  h i g h  c o s c  
a s s i s c a n c e  measures on Che primary goa ls of che ac ces s  charge proceed ing and 
i n t e r e x c h a n g e  compe t i t i on .  Preserv ing un iv e r sa l  s e r v i c e ,  promoting economic 
e f f i c i e n c y ,  e l i m i n a t i n g  s e r v i c e  p r i c i n g  d i s c r i m i n a t i o n ,  and d e t e r r i n g  
u n e c o n o m i c  b y p a s s  a r e  c h e  f o u r  l o n g s t a n d i n g  g o a l s  i d e n t i f i e d  in ch ie  
p r o c e e d i n g . 2 We a l s o  p r e s e n c  ou r  r ecommendat ions  for f u r t h e r  a c t i o n  che 
Commiss ion  sh ou ld  cake  to  a c h i e v e  c h e s e  g o a l s .  As a part  of ch is  proposa l  
f o r  f u r t h e r  a c t i o n ,  u e  a l s o  make c e r t a i n  r e c o m m e n d a c i o n a  r e g a r d i n g

I F u r t h e r  N o c i c e  o f  P ropo sed  Rulemaking, MTS and UATS HarkcC S t ruc ture  
and Amendment o f  Parc 67 of che Commission's Ru les ,  CC Docket N o s .  78-72 and 
80 -286,  F C C  86-305 ( r e l e a s e d  J u l y  2, 1986); summar ized at  51 F e d .  R ex .
27,426 (1986).

2 In  ch a c  p r o c e e d i n g ,  che Commission a l so  seated chac che a c c e s s  charge 
p lan  " r e p r e s e n t e d  an e f f o r t  t o  p r e s e rv e  an oppor tun ity  for fair competit ion 
du r in g  a t r a n s i t i o n  p e r i od  in v h i c h  ( i c )  and Che industry  work to el iminate  
e x i s t i n g  i n e q u a l i c i c s  in i n t e r c o n n e c t i o n  o p t i o n s  o f f e r e d  i n t e r e x c h a n g e  
c a r r i e r s . "  F i r s t  Recons idera t ion  O rder , infra note 4, ac para . 3.



remain a t  $ 3 . SO ia  a s i g n i f i c a n t  ch an g e  from the  Commission 's o r i g in a l  pLan 
t o  r e c o v e r  a l l  i n t e r s t a t e  NTS c o s t s  from end u se r s .

5 . I n  a d d i t i o n ,  u e  recommend t h a c  th e  c u r r e n c  f e d e r a l  L i f e l i n e  
a s s i s c a n c e  p r o g r a a  c o n t i n u e  a s  e s t a b l i s h e d  and t h a t  Che m a t c h i n g . federa l  
b e n e f i t s  i n c r e a s e  w i c h  the recommended increa se  in SLC s .  Ue a l s o  recommend 
c h a c  C h e  Commis s ion  implement an a d d i t i o n a l  l i f e l i n e  program c h a t  w i l l  
p r o v i d e  a s s i s t a n c e  t o  o f f s e t  Che  c o s e s  . o f  i n i t i a l  c o n n e c t i o n  t o  t h e  
t e l e p h o n e  n e tw o r k  f o r  low i n c o a e  h o u s e h o l d s  not- p re sen t ly  on che network .  
S p e c i f i c a l l y ,  w e  recommend a t w o - p a r t  p r o g r a a :  f i r s t ,  f e d e r a l  a s s i s c a n c e  
s u f f i c i e n t  t o  p a y  o n e - h a l f  o f  t h e  c h a r g e ; ,  up to $30.00, a s s e s s e d  for  
commencing s e r v i c e  wou ld  be prov ided  t o  qua l ify ing sub s cr ib e r s ;  and second, 
where a l o c a l  ex ch ange  c a r r i e r  o f f e r s  a d e f e r r e d  payment plan for s e rv i c e  
commencement c h a r g e s  and i t  d o e s  not  a s s e s s  the  s u b s c r i b e r  any i n t e r e s t ,  
f e d e r a l  a s s i s t a n c e  w i l l  be av a i l ab l e  Co thac LEC to  cover  Che in c e r e s t  c o s t s  
on an  amounc  up t o  $200.00. U e  b e l i e v e  t h a t  c h i s  a d d i c i o n a l  L i f e l i n e  
a s s i s c a n c e  p r o g r a a  w i l l  p r o v i d e  an o p p o r t u n i t y  for  t h o s e  S m i l l i o n  Lew 
i n c o a e  h o u s e h o l d 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  to  o b t a i n  t h a t  
s e r v i c e .

6. F u r th e r ,  u e  recommend tha t  the Commission r e t a r g e t  Che presenc 
f o rmu la  f o r  h i g h  c o s t  a s s i s t a n c e  t o  d i r e c t  more a s s i s t a n c e  t o  smaller and 
m ed ium - s i z ed  L E C s .  F i n a l l y ,  we recommend t h a t  t he  C oum i s s i o n  modify  i c s  
c u r r e n c  m anda to ry  poo l ing requirements t o  implement a rev ised  pool ing system 
chac  r e t a i n s  che benef i t s  o f  che present  system whil e  permitt ing LECs needed 
f l e x i b i l i t y .

7. U e  b e l i e v e  c h a t  c h e  o v e r a l l  e f f e c t  o f  th e  recommendac iona  
p r e s e n c e d  h e r e i n  a c h i e v e s  a p r o p e r  b a l a n c e  among ch e  g o a l s  o f  c h i s  
p r o c e e d i n g .  Our  recommendat ion  to i n c r e a s e  ST Cs w i l l  p r o v id e  a d d i c i o n a l  
e c on om i c  e f f i c i e n c y  g a in s  and f u r t h e r  m i t i g a t e  b y p a s s .  In  a d d i t i o n ,  che 
l im i t e d  i n c r e a s e  in SLC s  a l l o w s  for  t h e  i n t r o d u c t i o n  o f  needed changes in 
ch e  m a n d a t o r y  common l i n e  p o o l  by r e d u c i n g  Che d i s p a r i t y  among c a r r i e r  
common l i n e  (or  C C L )  r a t e s  t h a t  c o u ld  c a u s e  undue p r e s s u r e  co  d e a v e r a g e  
i n c e r s c a c e  c o l l  r a c e s .  At Che same cime t h a c  we a r e  recommending c h e s e  
m easure s  t o  i n c r e a s e  necwork e f f i c i en cy ,  we propose changes in Che-high  cosc  
and l i f e l i n e  a s s i s t a n c e  programs t h a t  w i l l  promote our  u n i v e r s a l  s e r v i c e  
g o a l ,  by f u r t h e r  p r o t e c t i n g  and b e n e f i t i n g  sm a l l  l o c a l  h igh  c o s c  exchange 
c a r r i e r s  in m a in t a in i n g  reasonab le  r a t e s ,  and a s s i s t i n g  low income cuscomers 
boch in  i n i t i a l l y  c o n n e c t i n g  t o  t h e  n e cw o r k  and in a f f o r d i n g  che SLCs and 
l o c a l  s e rv i c e  ch a rge s .

8 . I n  o r d e r  t o  e n s u r e  t h a c  o u r  p r o p o s a l s  a c h i e v e  Che d e s i r e d  
r e s u l t s ,  u e  recommend an expanded m on i t o r i n g  e f f o r t  by che Commission and 
che J o i n c  B o a r d .  U e  recommend chac ch is  comprehensive monicoring p roposa l ,  
wh ich w i l l  i n v o l v e  frequent reports  CO Congress and sc a ce  regu la tory  bod ie s ,  
be d e s c r i b e d  in d e t a i l  in a Recommended Dec i s ion  and Order co fo l l ow .

- 3 -
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Before the 

FEDERAL COMMUNICATIONS COMMISSION 
Wash ington, D . C .  20554

FCC 8 7J-1

MTS and WATS Market S t ru c ture

Amendment o f  Part  67 o f  the 
Commis s i on ' s  Rules  and 
E s t a b l i s h m e n t  of a J o in c  Board

In  che M atter of )
)
)
)

• )
)
)

CC Docket  No . 78-72 

CC Docket No .  80-286

.REOOHHENDED DECISION AND ORDER 

A dop t ed :  March 12, 1987} Re leased : March Z l, 1987

By che F e d e r a l - S t a t e  Jo inc  Board:

I . In troduc t i on

1. P u r s u a n c  t o  c h e  r e q u e s t  o f  t h e  F e d e r a l  C o m m u n i c a t i o n s  
C o m m i s s i o n  ( C o m m i s s i o n )  in  i t s  F u r t h e r  N o c i c e  o f  P r o p o s e d  Ru lemak ing  
( F u r t h e r  Noc  i c e ) . * we present  our recommendations concern ing Che e f f e c t s  of 
che i n i t i a l  im p lemen ta t i on  o f  (1) s u b s c r i b e r  l ine  charges (or S LC s ) ,  (2) che 
f e d e r a l  l i f e l i n e  a s s i s c a n c e  p r o g r a m ,  and  (3) t h e  c u r r e n c  h i g h  c o s c  
a s s i s t a n c e  measures on the primary goa ls of the a c ce s s  charge  proceed :ng and 
i n t e r e x c h a n g e  c om pe t i t i o n .  Preserv ing un iv er sa l  s e r v i c e ,  promoting economic 
e f f i c i e n c y #  e l i m i n a t i n g  s e r v i c e  p r i c i n g  d i s c r i m i n a t i o n ,  and d e t e r r i n g  
u n e c o n o m i c  b y p a s s  a r e  c h e  f o u r  L o n g s t a n d i n g  g o a L s  i d e n t i f i e d  in  c h i s  
p r o c e e d i n g . 2 We a l s o  p r e s e n c  o u r  recommendat ion s  for  f u r t h e r  a c t i o n  the 
Commiss ion  shou ld  cak e  to  a c h i e v e  ch e s e  g o a l s .  As a part  of th i s  proposa l  
f o r  f u r t h e r  a c t i o n ,  we a l s o  make c e r t a i n  r e c o m m e n d a t i o n s  r e g a r d i n g

1 F u r t h e r  N o c i c e  o f  P r op o sed  Rulemaking, MTS and WATS Market S t ru c tu r e  
and Amendment o f  Part  67 o f  che Commission's Ru les ,  CC Docket  N o s .  78-72 and 
80-286, F C C  86-305 ( r e l e a s e d  J u l y  2, 1986); summar ized  a t  51 F e d .  R e g .
27,426 (1986).

2 In c h a t  p r o c e e d i n g ,  che  Commission a l s o  scaced chat che a c c e s s  charge 
p lan  " r e p r e s e n t e d  an e f f o r t  t o  p r e s e rv e  an oppor tun ity  for f a i r  competi t ion  
du r in g  a t r a n s i t i o n  p e r i o d  in w h i c h  [ i t ]  and the induscry  work  to e l im inate  
e x i s t i n g  i n e q u a l i t i e s  in i n t e r c o n n e c t i o n  o p t i o n s  o f f e r e d  i n t e r e x c h a n g e  
c a r r i e r s . "  F i r s t  Recons iderat ion  O rder , infra note 4, at  pa ra .  3.
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m o d i f i c a t i o n *  t o  Che f e d e r a l  mandatory poo l  for ca r r i e r  common l ine  c o s t s .

II. Overview of Recommendations

2. I a - s u p p o r t i n g  che  imp lemen ta t i on  o f  l im i t e d  s u b s c r i b e r  l in e  
c h a r g e s  a l o n g  v i t h  low  income and h igh  c o s t  a s s i s t a n c e  measures two years  
a g o ,  v e  r e c o g n i z e d  t h a t  o u r  r e c o m m e n d a t i o n s  w e r e  a c a u t i o u s  s t e p  in  
a d d r e s s i n g  the. p rob lems  inhe ren t  in the ex i s t ing  n on - t r a f f i c  s e n s i t i v e  (NTS) 
c o s c  r e c o v e r y  mechan i sm s .  We s t a t e d  a c  t h a t  t ime - tha t  v e  vou ld  care fu l Jv  
e v a l u a t e  th e  e f f e c t s  o f  t h e s e  recommendat ions  b e fo r e  proceed ing v i t h  any 
f u r t h e r  c h a n g e s .  T h e  C o m m i s s i o n ' s  F u r t h e r  N o t i c e  i n i t i a t e d . t h e  
r e e x a m i n a t i o n  o f  c h e s e  t h r e e  i s s u e s  and a sked  for recommendac ionu in a 
u n i f i e d  p a ck a g e  f o r  f u r t h e r  a c t i o n  in Chese  a r e a s .  As s e ve ra l  ou ts tand ing  
p e t i t i o n s  r a i s e d  q u e s t i o n s  regarding poss ib le  modif icat ions to the mandatory 
common l i n e  p o o l i n g  s y s t em ,  t h e  Commission a l s o  r e q u e s t e d  recommendations 
f o r  f u t u r e  a c t i o n  in th i s  re la ted  a r e a .

3.  In .  summary, v e  find Ch i t  the interim measures v e  proposed and 
t h e  C o m m i s s i o n  a d o p t e d  in  1984 h a v e  f u r t h e r e d  Che f o u r  g o a l s  o f  ch i s  
p r o c e e d i n g .  We f u r t h e r  f ind t h a t  c e r t a i n  a d d i t i o n a l  s t e p s  a r e  warranted 
a t  C h i s  c im e .  I n  r e s p o n s e  t o  t h e  C o m m i s s i o n ' s  r e q u e s t  f o r  p r o p o s e d  
m o d i f i c a t i o n s  t o  i t s  c u r r e n t  S L C s ,  v e  now recommend a permanent s o lu t i on  
co ch e  i s s u e  o f  t h e  p r o p e r  a p p r o a c h  to  the recovery  o f  i n t e r s t a t e  NTS loop 
c o s t s .  We recommend t h a t  t h e  Commission increase  the current  SLC to  $2.60 
on J u n e  1, 1987, $3 .20 on S e p t e m b e r  1, 1988, and $3.30 on A p r i l  1, 1989, 
o r  t h e  amounc w i t h  v h i c h  t h e  l o c a l  exchange ca r r i e r s  (or LECs )  v i l l  r e c over  
c h e i r  f u l l  i n t e r s t a t e  NTS l o o p  c o s t a ,  w h i c h e v e r  i s  l e s s . 3 P r i o r  t o  any 
i n c r e a s e s  in 1988 and 1989, ve- recommend chac Che aambors o f  Che J o in c  Board 
and t h e  Commiss ion  c o n d u c t  a 90 -day  scudy  and review o f  the impact o f  SLCs 
to  d a t e .  We recommend t h a t  th e  Commiss ion  r e p o r t  t o  C o n g r e s s  and s t a t e  
r e g u l a t o r s  on che r e s u l t s  of these  reviews*

4. M a i n t a i n i n g  S L C s  a t  t h e  $3.30 c a p  w i l l  a s s u r e  t h a t  
i n t e r e x c h a n g e  c a r r i e r s  (or  I X C s )  c o n t i n u e  t o  pay ,  on a n a t i o n w i d e  b a s i s ,  
an a p p r o p r i a t e  p o r t i o n  o f  NTS loop c o s t s .  In  con junct ion  w ith  chis a c t i o n ,  
we r e c omm end  t h a t  c h e  C o m m i s s i o n  e n s u r e  c h a c  a l l  o f  d i e  c o s c  s a v i n g s  
r e s u l t i n g  f rom  t h i s  f i n a l  im p l e m e n t a t i o n  o f  SLCs  be f low ed  th r ou gh  co 
cu s c om er s  in che form o f  l o w e r  in c e r s ta c e  t o l l  r a ce s .  We note Chat in ch is  
O r d e r  v e  do not  recommend that  Che Commission adopt jn  toco any o f  che plans 
p r e s e n t e d  by p a r t i e s  in  Che r e c o r d .  Horeover,  qur recommendation chac SLCs

3 We a l s o  recommend that Che f l a t - r a t e  charge for embedded Centrex l ines
be Increased  to $4.00 on June 1, 1987, to $3.00 on September 1, 1988, and to 
$6.00 on A p r i l  1, 1989, o r  th e  m u l t i - l i n e  b u s i n e s s  s u b s c r i b e r  l ine  charge ,  
v l  i c h  r e c o v e r s  t h e  L E C ' s  f u l l  i n t e r s t a t e  NTS loop c o s t s ,  wh ichever is l e s s .
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remain a t  $ 3 . SO i s  a s i g n i f i c a n t  ch ange  £rom che Commiss ion 's  o r i g i n a l  plan 
to  r e c o v e r  a l l  i n cer s cac e  NTS co s e s  from end u s e r s .

5 . I n  a d d i t i o n ,  we recommend tha c  che  c u r r e n t  f e d e r a l  l i f e l i n e  , 
a s s i s t a n c e  program c o n t i n u e  a s  e s t a b l i s h e d  and t h a t  che  m a t c h i n g . federa l  
b e n e f i c a  i n c r e a s e  w i c h  Che recommended increa se  in SLCs .  We a l s o  recommend 
c h a c  Che  Commis s ion  implement an a d d i c i o n a l  l i f e l i n e  program, ch a c  w i l l  
p r o v i d e  a s s i s t a n c e  Co o f f s e c  C h e  c o s e s  . o f  i n i c i a l  c o n n e c c i o n  CO t h e  
t e l e p h o n e  n e tw o r k  f o r  low income h o u s e h o l d s  nor.- pre sen t ly  on che network .  
S p e c i f i c a l l y ,  we  recommend a t w o - p a r t  program :  f i r s c ,  f e d e r a l  a s s i s c a n c e  
s u f f i c i e n C  Co p a y  o n e - h a l f  o f  c h e  c h a r g e s ,  up co $30.00, a s s e s s e d  f o r  
commencing s e r v i c e  wou ld  be prov ided  Co qua l ify ing sub s c r ib e r s ;  and second, 
where  a l o c a l  ex change  c a r r i e r  o f f e r s  a d e f e r r e d  payment p lan for se rv i c e  
commencement c h a r g e s  and i t  d o e s  noc a . s e s a  Che s u b s c r i b e r  any i n c e r e s c ,  
f e d e r a l  a s s i s c a n c e  w i l l  be a v a i l ab l e  co chac LEC co cover  che in ceresc  coscb 
on an  amounc  up co  $200.00. We b e l i e v e  C h a t  c h i s  a d d i c i o n a l  l i f e l i n e  
a s s i s c a n c e  p r o g r am  w i l l  p r o v i d e  an o p p o r t u n i t y  f o r  Ch a se  S m i l l i o n  low 
i n c om e  h o u s e h o l d s  c u r r e n d y  w i t h o u t  C e l e p hon e  s e r v i c e  Co o b t a i n  chac  
s e r v i c e .

6 . F u r th e r ,  we recommend chac Che Commission r e t a r g e t  che presenc 
f ormu la  for  h i g h  c o s c  a s s i s c a n c e  Co d i r e c t  more a s s i s t a n c e  co smaller and 
m ed ium -s i t e d  L E C s .  F i n a l l y ,  we recommend Cha t  Che Commiss ion  modify  i c s  
c u r r e n c  manda to ry  poo l ing requirements CO implement a rev ised  pool ing system 
chac  r e c a i n s  che  bene f i t s  o f  che presenc system wh i le  permitt ing LECs needed 
f l e x i b i l i t y .

7. We b e l i e v e  C h a t  c h e  o v e r a l l  e f f e c c  o f  che  recommendac i cn s  
p r e s e n t e d  h e r e i n  a c h i e v e s  a p r o p e r  b a l a n c e  among c h e  g o a l s  o f  c h i s  
p r o c e e d i n g .  Our  recommendat ion  Co i n c r e a s e  SLCs  w i l l  p r o v id e  a d d i t i o n a l  
e c on om ic  e f f i c i e n c y  gain's and f u r t h e r  m i c i g a c e  b y p a s s .  In  a d d i t i o n ,  che 
l im i t e d  i n c r e a s e  in S LC s  a l l o w s  f o r  che  i n t r o d u c t i o n  o f  needed changes in 
che  m a n d a t o r y  common l i n e  p o o l  by r e d u c i n g  Che d i s p a r i t y  among c a r r i e r  
common l i n e  (or  CCL)  r a c e s  chac  c o u ld  c a u s e  undue p r e s s u r e  co d e a v e r a g e  
i n c e r s c a c e  c o l l  r a c e s .  AC Che same cime Chat  we a r e  recommending c h e s e  
measures  co  i n c rea se  network e f f i c i en cy ,  v e  propose changes in che high cos c  
and l i f e l i n e  a s s i s c a n c e  programs chac  w i l l  promoce ou r  u n i v e r s a l  s e r v i c e  
g o a l ,  by f u r t h e r  p r o t e c t i n g  and b e n e f i t i n g  sm a l l  l o c a l  h igh  c c s c  exchange 
c a r r i e r s  in m a in t a in i n g  reasonable  r a c e s ,  and a s s i s t i n g  low income cuscomers 
boch in i n i t i a l l y  c o n n e c t i n g  Co ch e  n e tw o r k  and in a f f o r d i n g  che SLCs and 
l o c a l  se rv ice  charge s .

8. I n  o r d e r  Co e n s u r e  c h a c  ou r  p r o p o s a l s  a c h i e v e  che d e s i r e d  
r e s u l t s ,  we recommend an expanded m on i t o r i n g  e f f o r t  by che Commission and 
che J o i n c  B o a r d .  We recommend chac Chis comprehensive monitoring proposa l ,  
which  w i l L  i n v o l v e  frequent repor ts  co Congress and s t a t e  regu la tory  bod ie s ,  
be d e s c r i b e d  in d e c a i l  in a Recommended Dec i s ion  and Order co fo l l ow .

- 3 -
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9. In  a s e r i e s  of recons iderat ion  orders in CC Docket No .  78-72, 
Che C o a n i s s i o n  r e v i e w e d  and r e v i s e d  a s p e c t s  o f  i t s  a c c e s s  c h a r g e  p lan  
a d op t e d  in  t h e  A c c e s s  Ch arg e  O r d e r . ^  An important  a s p e c t  o f  t h e  a c c e s s  
c h a r g e  p l an  p r o v id e d  t h a t  a a a j o r  p or t i on  of the l o c a l  loop c o s t s  a l l o c a t ed  
t o  th e  i n t e r s t a t e  j u r i s d i c t i o n  wou ld  be r e c o v e r e d  d i r e c t l y  from te lephone 
s u b s c r i b e r s  th rough  monthly f l a t - r a t e  c h a r g e s ,5 end found chat such fixed 
c h a r g e s  w ou ld  a c h i e v e  t h e  primary g o a l s  o f  th e  a c c e s s  c h a r g e  proceed ing .

10. I n  th e  Se cond  R e c o n s i d e r a t i o n  Order , the Commission deferred 
the  im p l em en ta t i o n  o f  che r e s i d e n t i a l  and s i n g l e - l i n e  b u s i n e s s  sub s c r ib e r  
l i n e  c h a r g e s  u n t i l  1985 pend ing  che complet ion o f  a number o f  p ro c e ed in g s .6

I I I .  Background

A T h e  A c c e s s  C h a r g e  O r d e r  e s t a b l i s h e d  a sy s t em  o f  t a r i f f e d  a c c e s s  
c h a r g e s  th r ou gh  wh ic h  l o c a l  exchange  c a r r i e r s  r ecover  roost o f  ch e i r  c o s t s  
a s s i g n e d  t o  che  i n c e r s c a c e  j u r i s d i c t i o n  t h rough  the s e p a r a t i o n s  p ro c e s s .  
T h i r d  R ep o r t  and Order , MTS and WATS Market S t ru c ture ,  CC Docket No .  78-72, 
93 F C C  2d 241 (1983) ( h e r e i n a f t e r  the  A c c e s s  Charge O r d e r ) ,  mod i f ied  on 
r e c o n  s id e r a c i o n . 97 FCC 2d 682 (1983) ( h e r e i n a f t e r  F i r s t  R e c o n s i d e r a t i o n  
O r d e r ),  m od i f ie d  on r e c o n s i d e r a t i o n , 97 FCC 834 (1984 j ) - ther e ina f t e r  Second 
R e c o n s i d e r a t i o n  O r d e r ) , a ff  'd in p r i n c i p a l  p a r t  *and remanded in p a r t , 
N a c i o n a l  A s s 'n  o f  R e g u l a t o r y  U t i l i t y  Comm'rs v .  F C C , . 737 T . 2d 1095 ( D . C .  
C i r .  1984), c e r t ,  d e n i e d , 105 S .  C t .  1224, 1225 (1985) , ‘ m o d i f i e d  on 
f u r t h e r  r e c o n s i d e r a t i o n . 99 FCC 2d 708 (1984), 101 FCC 2d 1222 (1985), aff'd 
on f u r t h e r  r e c o n s i d e r a t i o n , 102 FCC 2d 849 (1985).* p e c i c i o n s  for  rev iew  
p e n d i n g . P e op l e  o f  C a l i f o r n i a  F C C , N o .  84-1124 (D.C. C i r . ,  p e t i t i on  f i led 
A p r i l  2, 1984), and  AT&T v .  F C C .  N o .  84-1148 ( D . C .  C i r . ,  p e c i t i o n  f i l e d  
Apr i l -  16, 1984).

5 Th e  Commis s ion ' s  i n i t i a l  d e c i s i o n  p rov id ed  chat a s u b s t a n t i a l  port ion 
o f  f i x e d  e x c h a n g e  p l a n t  c o s t s  t h a t  a r e  a s s i g n e d  to  i n t e r s t a t e  s e r v i c e s  
s hou ld  u l t im a t e l y  be r e c o v e r e d  through f l a t - r a t e  per l ine charges tha t  are 
a s s e s s e d  upon end u s e r s .  H ow ev e r ,  ic a l s o  n o t ed  Che p o s s i b l e  d i s rup c i v e  
e f f e c t s  o f  immediate f l a t - r a c e  c h a r g e s  for  che en t i r e  end user  port ion  and 
t h e r e f o r e  p r o v id e d  t h a t  in 1984, the f i r s t  y e a r  o f  Che p l a n ,  LCC s  would 
h a v e  c o  c h a r g e  a m in imum f l a t  f e e  o f  $2 .00 p e r  l i n e  p e r  mon th  f o r  
r e s i d e n t i a l  s u b s c r i b e r s  a n d  $4.00 p e r  l i n t  p e r  mon th  f o r  b u s i n e s s  
s u b s c r i b e r s .  The p lan  f u r t h e r  prov ided  a f i v e - y e a r  t r an s i t i o n  period for 
r e c o v e r y  o f  a l l  i n t e r s t a t e  NTS l o op  c o s t s  from end u s e r s  ex cep t  for  high 
c o s t  a s s i s c a n c e ,  c u s t o m e r  p r e m i s e s  e q u i p m e n t  ( C P C ) ,  and i n s i d e  w i r e  
c o s t s ,  w h i c h  would be recovered from the pooled CCL charges .  See genera l ly
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T h e s e  p r o c e e d i n g s  i n c l u d e d  an  ex am ina t i on  o f  Che SLCs  and t h e  t r a n s i t i o n  
mechanism fo r  implementing them, p o s s ib l e  a s s i s t a n c e  programs for low income 
h o u s e h o l d s ,  and  a s s i s t a n c e  m ea su re s  f o r  s u b s c r i b e r s  in  h igh  c o s t  s t u d y  
a r e a s . ^  Pu r su an t  t o  t h e  d e c i s i o n  t o  examine t h e s e  i s s u e s ,  che Commission 
i s s u e d  -a F u r t h e r  N o t i c e  o f  P r o p o s e d  Ru lemak ing  in v h i c h  i t  r e q u e s t e d  
re commendat ion s  from t h i s  F e d e r a l - S t a t e  J o i n t  Board (Joinc Board) regard ing 
the-, im p lem en ta t i o n  o f  r e s i d e n t i a l  and s i n g l e - l i n e  b u s i n e s s  S L C s ,  p o s s i b l e  
e x e m p t i o n s  o r  t a r g e t e d  a s s i s t a n c e  f o r  l o v  income s u b s c r i b e r s ,  and more 
e f f e c t i v e  m e c h a n i sm s  to  meet t h e  need s  o f  h igh  c o s t  t e l e p h o n e  LCCs f o r  
a d d i t i o n a l  a s s i s t a n c e . ^

11. I n  N o v em b e r  1984, v e  i s s u e d  o u r  r e c o m m e n d a t i o n s  on the  
v a r i o u s  i s s u e s  r e f e r r e d  t o  u s . 9 I n  o u r  Recommended D e c i s i o n , we
f o r m u l a t e d  a t h r e e - p a r t  p l a n .  F i r s c ,  v e  r e c om m end ed  c h a t  l i m i t e d  
r e s i d e n t i a l  and s i n g l e - l i n e  b u s i n e s s  SLC s  o f  $1.00 per  l i n e  per  month be 
imp lemen ted  in  J u n e  198S, t o  be i n c r e a s e d  to $2.00 per  l i n e  pe r  month in 
J une  1986.^0 S e c o n d ,  v e  recommended a two -phase  program for a s s i s c a n c e  to

A cce ss  Charge Order note 4 ,  a t  p a r a s .  124-49.

6 I n  t h e  F i r s t  R e c o n s i d e r a t i o n  O r d e r , t h e  Commission  p r o v id ed  t h a c  
i n i t i a l  s u b s c r i b e r  l i n e  c h a r g e s  o f  $2.00 pe r  month fo r  r e s i d e n t i a l  and 
s i n g l e - l i n e  cu s c omer s  v o u l d  be implemented in 1984, v i t h  SLCs increas ing to 
a $3.00 c a p  in  1985 and a $4.00 i n  1986, w h e r e  t h e  c h a r g e  wou ld  remain 
c h r o u g h  1989. T h e  p l a n  a l s o  e s t a b l i s h e d  s u b s c r i b e r  l i n e  c h a r g e s  f o r  
m u l t i - l i n e  b u s i n e s s  c u s t o m e r s  e q u a l  t o  $6.00 p e r  m on th  o r  Che f u l l  
i n c e r s c a c e  a l l o c a t i o n  o f  NTS loop c o s t s  for the study area invo lved .  In  the 
S e c o n d R e c o n s i d e r a t i o n  O r d e r , h o w e v e r ,  t h e  Commission d id  noc d e f e r  the 
im p lem en ta t i o n  o f  m u i t i - l i n e  b u s i n e s s  S L C s ,  f ind ing  chat  the  charges would 
no t  be so burdensome as to c a u s e  b u s i n e s s e s  t o  f o r ego  t e l e ph on e  s e r v i c e .  
T h e s e  c h a r g e s  became e f f e c t i v e  in May 1984. See g e n e r a l l y  Recommended 
Dec i s  ion . infra note  9, a t  paras .  5-12.

7 T h e  o t h e r  p r o c e e d i n g s  t h a t  t h e  Commission i n i t i a t e d  in  the  S e cond  
R e c o n s  i d e r a t  i o n  O r d e r  w e r e :  (1) a f u r t h e r  i n q u i r y  i n t o  t h e  e f f e c t s  on 
u n i v e r s a l  s e r v i c e  o f  S L C s  and  f e d e r a l  d e c i s i o n s  in g e n e r a l ;  and (2) a 
f u r t h e r  i n q u i r y  t o  comp i l e  more d e t a i l e d  d a t a  on che ex tent  and nature of 
b yp a s s  o f  che  t e l e p h o n e  n e t w o r k .  A l l  o f  t he  p r o c e ed in g s  were completed in 
1985. See Further  N o c i c e . supra note 1, a t  para . 3.

8 F u r t h e r  N o c i c e  o f  P r o p o s e d  Rulemaking, HTS and WATS Market S tructure  
and Amendment o f  Part  67 o f  the Commission's Ru les ,  CC Docket N os .  78-72 and 
80-286, 49 F e d .  Reg. 18,318 (1984).

9 Recommended D e c i s i o n  and O r d e r ,  MTS and WATS H arke t  S t r u c t u r e  and 
Amendment o f  P a r t  67 o f  t h e  Com m is s i o n ' s  R u l e s ,  CC Docke c  N o s .  78-72 and
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l o v  i n c om e  h o u s e h o l d s *  We e s t a b l i s h e d  g u i d e l i n e s  f o r  s  l im i t e d  f e d e r a l  
l i f e l i n e  p rogram ,  w h i c h  p r o v id ed  a 302 r e d u c t i o o  in che SLC  for cuscomers 
q u a l i f y i n g  under  a s c a c e - e s t a b l i s h e c i  L ifel ine program cbec was means -c e sced  
and s u b j e c t  Co v e r i f i c a c i o n . -  We a l s o  recommended an ex ped i c ed  s t u d y  co 
e s t a b l i s n  b r o a d e r  l i f e l i n e  m e a s u r e s  c o  a s s i s e  l o w  i n c o m e  
h o u s e h o l d s . * *  T h i r d , we re commended  r e t a r g e t i n g  che f e d e r a l  h i g h  c o s t  
a s s i s c a n c e  m e a s u r e s  co  p r o v i d e  a d d i c i o n a l  a s s i s c a n c e  c o  t e l e p h o n e  
s u b s c r i b e r s  s e r v e d  by LZC s  .w ich  f e w e r  c h a n - 30,000 a c c e s s  l i n e s  and chose  
w ich  p a r t i c u l a r l y  h i g h  HTS loop c o s e s . * ^  We recommended Chat SLCs remain a t

80-286, 49 P ed .  R e g .  48,325 (1984) ( h e r e in a f t e r  Recommended D e c i s i o n ).

10 We a l s o  recommended Cha t  some f l e x ib i l i t y  be given co che LECs in che 
form o f  o p c i o n a l  a l t e r n a t i v e  C a r i f f  p r o v i s i o n s  Co r e c o v e r  c a r r i e r  common 
l i n e  c o s t s  i n  o r d e r  t o  c o a b a c  l o c a l i z e d  b y p a s s  p r o b l em s .  We f u r t h e -  
r e c o am ended  t h a t  Che Commission and J o i n c  Board s t a f f  w o r k  c l o s e l y  w i t n  
i n t e r e s t e d  s t a c e  p u b l i c  u t i l i t y  commiss ion s  co ex p l o r e  more comprehens ive 
e x p r r im en c a l  C a r i f f s  f o r  r e c o v e ry  o f  i n t e r s t a t e  NTS c o s t s .  See Recontnended 
D e c i s i o n , sup r a  n o t e  9, and Memorandum Op in ion  and O r d e r ,  MTS and UATS 
M a r k e t  S t r u c t u r e  and Ameudmenc Co Parc  67 o f  che C om m is s i o n ’s R u l e s ,  3C 
D o c k e t  H o s .  78 -72 a n d  80- 286, 50 F e d .  R e g .  13,028 ( 1985) ( o r d e r  
e s t a b l i s h i n g  Che p r o c e d u r e s  f o r  f i l i n g  opc iona l  a l t e r n a t i v e  and experimenta l 
C a r i f f s ) .  E x p e r im e n t a l  C a r i f f s  w e r e  f i l e d  by che F l o r i d a  P u b l i c  S e r v i c e  
Commiss ion  ( F l o r i d a )  on November 9, 1984, che Ro ch e s  . e r  T e l e phone  Company 
( R o e h e s c o r )  on J a n u a r y  16, 1986, and che  I l l i n o i s  l o c a l  e x ch ange  c a r r i e r s  
( I L E C s ) ,  on  D e c em be r  30, 1986. I n  J une  1985, we  found chac  c h e  F l o r i d a  
p l a n ,  a s  Chen s t r u c t u r e d ,  would impose addic iona l  c o s t  burdens on te lephone  
s u b s c r i b e r s  in o c h e r  s c a c e s  and recommended ch a c  F l o r i d a  r e v i s e  i c s  p lan . 
Recommended De c i s i on  and Order,  MTS and WATS Market S t ru c ture  and Amendmenc 
o f  P a r t  67 o f  che Commis s ion ' s  Ru le s ,  CC Docket N o s .  78-72 and 80-286, FCC 
Mimeo N o .  5328 ( r e l e a s e d  J une  25, 1985). The  Rochester and I LEC  pe c i c i on s  
w i l l  be d i s c u s s e d  in Ch i s  proceed ing . See infra note  77.

11 Pu r su an c  Co chac  s t u d y ,  we recommended b r o a d e r  l i f e l in e  measures thac 
p r o v id e d  for  f e d e r a l  b e n e f i t s ,  v h i c h  match s ta te  a s s i s c a n c e ,  up co che fu l l  
amount o f  ch e  S L C ,  p r o v id ed  ch e  s t a c e  h a s  a l i f e l i n e  program chac has been 
c e r t i f i e d  a s  m e e t i n g  our  g e n e r a l  requ ir emen ts  ch a c  e l i g i b i l i t y  f o r  su ch  
programs be m e a n s - C e s t e d  and s u b j e c t  co  ve r i f i c a c i on .  Our recommendaciona 
were a d o p t e d  by che  Commission in December 1985. Recommended D e c i s i on  and 
O r d e r ,  MTS and  WATS H a r k e c  S t r u c t u r e  and Amendmenc o f  P a r c  67 o f  che 
Comm is s ion ' s  R u l e s ,  CC Do cke t  N o s .  78-72 and 80-286, 50 Fed. Reg. 5-2,964 
(1985); D e c i s i o n  and. O r d e r ,  MTS and WATS Market S truc ture  and Amendmenc co 
Parc  67 o f  Che Commission's Ru les ,  CC Dockec Nos .  78-72 and 80-286, 51 Fed . 
R e g .  1371 (1936) ( h c r e i n a f c e r  L i f e l i n e  O r d e r ) ,  a f f 'd  on r e c o n . .  1 FCC  Red 
436 (1986) ( h e r e i n a f t e r  L i f e l i n e  Recons iderat ion  Order) .



$2.00 u n c i l  c h e  c om p l e t i o n  o f  a f u r t h e r  J o i n t  Board p r o c e e d in g  to examine 
the  e f f e c t  o f  SL^n  on u n i v e r s a l  s e r v i c e ,  economic e f f i c i en cy ,  in terexchange 
c o m p e t i t i o n ,  anr o y p a s s . * ^  Wich a feu minor changes and c l a r i f i c a t i o n s ,  Che 
Commission adopted our recommendations.*4

12. On J u l y  2 ,  1986, Che Commiss ion  i s s u e d  i c s  F u r t h e r  N o t i c e  
a s k i n g  c h i s  J o i n c  Board  co  examine Che e f f e c t s  o f  (1) SLCs ,  (2) che federa l  
l i f e l i n e  a s s i s c a n c e  program , and (3) th e  p r e s e n t  measure s  co  a s s i s t  h i gh  
c o s t  t e l e p h o n e  c o m p a n i e s ,  o n  c h e  p r im a r y  g o a l s  o f  c h e  a c c e s s  c h a r g e  
p r o c e e d i n g  and i n c e r e x c h a n g e  c o m p e t i t i o n .  The  Commission recognized Chat 
C h i s  J o i n t  B o a r d ' s  p r e v i o u s  r e c o m m e n d a t i o n  on c h e s e  i s s u e s  i n v o l v e d  
i n t e g r a t e d  m ea su re s  adopted co advance che four primary goa ls o f  che a c c e s s  
c h a r g e  p r o c e e d i n g  and interexchange competit ion . I c  seated Chac the l i f e l i n e  
program and h i g h  c o s c  a s s i s c a n c e  measures were in t eg ra l  par ts  o f  a cohes iv e  
p a c k a g e ,  and  t h e r e f o r e  muse a l s o  be examined a s  pare o f  che rev iew of  SLC s .  
I n  a d d i t i o n ,  c h e  C o m m i s s i o n  r e q u e s t e d  our  r e commendat ion s  on p o s s i b l e  
m o d i f i c a t i o n s  Co Che c u r r e n c  p r o v i s i o n s  for mandatory nat ionwide pool ing of 
common l ine c o s t s  and r e v en u e s . *3

12 High c o s c  a s s i s c a n c e  measures contained in Parc 67 of  che Commission's 
r u l e s  a l l o c a t e  an a d d i c i o n a l  pe r cen tage  of NTS loop co s e s  co che in c e r s c a c e  
j u r i s d i c t i o n  f o r  L E C s  w i c h  h igher chan average NTS loop c o s t s .  47 C . F . R .  § 
67.631 (1986). T h e s e  measures  a r e  d e s i g n e d  Co r e d u c e  che  i n t r a s c a t e  co s c  
a l l o c a t i o n  and keep  l o c a l  s e r v i c e  r aces  lower chan chey o therw ise  would be. 
See Recommended D e c i s i o n , sup r a  n o t e  9, aC p a r a s .  46-73. T h e s e  measures 
a r e  a l s o  d e s c r i b e d  a s  Che H igh C o s c  F a c c o r  o r  che Un iversa l  S erv i ce  Fac cor  
in  che Com m is s i o n ' s  r u l e s ,  bu t  a r e  more commonly r e f e r r e d  to  a s  che h igh  
c o s c  fund o r  u n i v e r s a l  s e r v i c e  fund in J o i n t  Board and Comnission d e c i s i o n s .  
See  47 C . F . R .  §§ 67.601 and 69.501(a) (1986). F o r  a d d i c i o n a l  d i s c u s s i o n  on 
h igh  c o s c  a s s i s t a n c e  see Further  N o c i c e . supra note  1, ac para. 8.

13 Recommended D e c i s i o n , supra note  9, ac para . 2.

14 D e c i s i o n  and Order ,  NTS and WATS Karkec S t ruc ture  and Amendmenc of  Parc 
67 o f  che  C omm is s i on ' s  R u l e s ,  CC Docket N os .  78-72 and 80-286, 50 Fed. Reg. 
939 (1985) ( h e r e i n a f c e r  Subs cr ib e r  Line Charge O rd e r ).

15 T h e  C o m m i s s i o n  h a s  p r e s c r i b e d  a n a t i o n w i d e  m anda tory  p o o l  £or che 
i n c e r s c a c e  a l l o c a t i o n  o f  common l ine c o s t s .  See Access Charge O r d e r , supra 
n o t e  4, a c  328; and in fra  p a r a s .  112-116. P ur su an c  co  Commiss ion  R u l e s ,  
the r e c o v e r y  o f  che i n c e r s c a c e  porc ion of  NTS loop co s e s  is administered by 
che N a t i o n a l  Ex chang e  C a r r i e r  A s s o c i a c i o n  (NECA). These  ru les  a l s o  prov ide 
Chat  c h e s e  co s e s  are  as signed Co Che "common l ine el ement"  and are recovered 
i n  p a r e  from end u s e r s  chrough SLCs and in part from incerexchange c a r r i e r s  
c h r o u g h  n a t i o n a l l y  u n i f o r m ,  p e r  m in u t e  C C L  c h a r g e s .  S e e  47 C . F . R .  §§ 
69.601-69.610 (1986). T h e  C C L  c h a r g e  i s  c h e  p e r  m in u t e  c h a r g e  pa id by



13. I n  s e e k i n g  p u b l i c  comacnc for  our  c o n s i d e r a t i o n  o f  t h e s e  
i s s u e s ,  che  F u r t h e r  N o t i c e  r e q u e s t e d  d i s c u s s i o n  on w h e t h e r  Che o r i g i n a l  
t h r e e - p a r t  p l a n  p r e s e n t e d  in our  recoanendat ione  has furthered Che primary 
g o a l s  o f  C h i s  p r o c e e d in g  and w h a t  f a r t h e r  s e e p s ,  i f  a n y ,  sh ou ld  be t a k en  
to  a c h i e v e  t h e s e  g o a l s .  S p e c i f i c a l l y  asked for comments on: (1} whether  
ch e  S L C s  s h o u l d  be. i n c r e a s e d  ( and  i f  s o ,  t o  w h a t  l e v e l  and  on  w h a t  
s c h e d u l e ) , 'm o d i f i e d  in some f a s h i o n ,  o r  remain unchanged  a t  t h e i r  presenc 
l e v e l ;  (2) w h e t h e r  che f e d e r a l  l i f e l i n e  p r o g r a a  and h igh c o s t  a s s i s c a n c e  
measure s  p r e s e n t l y  in p la ce  r e f l e c t  a properly targeced response to che need 
f o r  a s s i s c a n c e  Co low income subscr ibers  and subscr ibers  in high c o s t  a r e a s ,  
and w h e t h e r  c h e s e  programs sh ou ld  be modif ied, and in what manner; and (3) 
-whac a l t e r n a t i v e s  may b e  a v a i l a b l e  Co Che  c u r r e n c  m a n d a t o r y  p o o l i n g  
mechanisms u s ed  Co r e c o v e r  che in cer s cace  a l l o c a t i on  o f  NTS exchange c o s e s .  
F i n a l l y ,  Che  C o m m i s s i o n  r e q u e s t e d  ChaC  we  e v a l u a C e  a l l  o f  che  i s s u e s  
d i s c u s s e d  in Che F u r t h e r  N o t i c e , a s  w e l l  a s  Che comments and r ep l i e s  f i l ed  
in  the  r e c o r d ,  and prepare recomnendacions for Commission con s ide ra t i on  Chat 
w i l l  f u r t h e r  a c h i e v e  the goa l s  described in the Access Charge O rd er .

I V .  Subscr iber Line  Charges and NTS Cost Recovery

A. Comment Summary

14. T h e  i n c e r e x c h a n g e  c a r r i e r s  t h a t  s u bm i t t e d  comments in 
r e s p o n s e  t o  t h e  F u r t h e r  N o t i c e *"  —  AT&T, ALC Communications (ALC) and US 
S p r in c  — g e n e r a l l y  suppor c  s u b s c r i b e r  l i n e  c h a r g e s  and a r g u e  Chac  t h e s e  
c h a r g e s  s h o u l d  be  i n c r e a s e d .  S p e c i f i c a l l y ,  Che I X C s  b e l i e v e  c h a c  
im p lem en ca t i o n  o f  che  l im i c ed  SLC  r e p r e s e n t s  a movement to more c o s t - b a s e d  
p r i c i n g ,  wh ic h  has  r e s u l t e d  in i n c r e a s e d  economic ef f ic iency  and a de crea se  
i n  p r i c i n g  d i s p a r i t i e s  among s e r v i c e s  w i c h  no adverse  e f fec t s  on un iv er sa l  
s e r v i c e .

15. The  IXC s  c i t e  s e v e r a l  major  b e n e f i t s  from che  l im i t ed  S L C s  
p r e s e n t l y  in e f f e c t .  T h ey  a r g ue  chac  in terms o f  e l im ina t ing  unreasonab le  
s e r v i c e  p r i c i n g  d i s c r im i n a t i o n ,  che movement co SLCs has  a l r e a d y  a l l o w e d  
s u b s t a n t i a l  r ed u c t i o n s  in Che CCL race charged incerexchange c a r r i e r s .  Th i s  
f l a c - r a t e  r e c o v e r y  o f  i n c e r s c a c e  NTS co s e s  from end users  has re su l t ed  in a 
sma l l e r  d i f f e r e n c i a l  b e tw een  switched  a c c e s s  races  and s u b s t i t u t e s ,  such as 
s p e c i a l  a c c e s s .  IXCs  a s s e r t  Chat  che  b e n e f i t s  o f  S LC s  a r e  demonscraced 
by Che s u b s t a n t i a l  i n c r e a s e  in c o t a l  m inuces  o f  use  O r  MOUs) for sw itched 
a c c e s s  s e r v i c e .

i n c e r e x c h a n g e  c a r r i e r s  ch rough  which  che LECs recover  che port ion of ch e i r  
NTS loop  c o s e s  a s s i g n e d  co che in cer scace  ju r i sd i c t ion  thac is noc recovered 
Chrough che SLCs .
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16. I n  c e rna  o f  e conom ic  e f f i c i e n c y  benefi ca ,  AT&T obaerves  thac 
w i ch  Che  im p l em en c e c i o n  o f  S L C a ,  i c a  i n t e r s t a t e  o e a a e g e  c o l l  r a c e a  h ave  
d e c r e a s e d  a p p r ox im a c e l y  20218 f o r  che average cuacomer, and che number of  
AT&T ' s  i n c e r a c a c e  c o l l  m e s s a g e s  h a s  i n c r e a s e d  by 9Z. AT&T furcher s c a c e s  
chac  Che e c onom ic  e f f i c i e n c y  b e n e f i c a  ch a c  r e a u l c  from f l a c - r a t e  end uaer  
r e c o v e r y  o f  Ch e  i n c e r a c a c e  p o r c i o n  o f  UTS l o op  c o a c a  exr.end beyond che 
ce le communicac iona  s e c t o r .  I c  re ferences a acudy by che Whareon Econometric 
F o r e c a s t i n g  A s s o c i a t e s  v h i c h  c o n c l u d e s  Chac impleaencacion of SLCa has led 
Co an  i n c r e a s e  o f  $6 b i l l i o n  in  cbe n a t i o n ' s  r e a l  C r o s s  U a c i o n a l  P r odu ce  
(CMP) , c r e a t e d  10,000 n ev  j o b s ,  reduced Che federa l  d e f i c i t  by $1.9 b i l l i o n ,  
and d e c r e a s e d  o v e r a l l  p r i c e  l e v e l s  by .12.19 Furthermore, AT&T urges Chac ic 
i a  n e c e s s a r y  co  c o n t i n u e  i n c r e a s i n g  Che t r a n s i t i o n  Co f l a t - r a c e  subscr iber  
l i n e  c h a r g e s  co i n c r e a s e  che use of che network and generate  che fu l l  range 
o f  s o c i e t a l  b e n e f i c a  ChaC v i l l  flow from more econoa ic  p r i c i n g .20

17. A T&T  c l a im s  chac  a l t h o u g h  some p r o g r e s s  ha s  been made in 
d e t e r r i n g  uneconom ic  bypa aa ,  702 o f  che inceracace  subscr iber  plane revenue

16 A l i s t  o f  a l l  p a r t i e s  and c h e i r  a b b r e v i a t i o n s  commencing in c h i s  
p r o c e e d i n g  i s  found in Appendix A.

17 A c c o r d i n g  co  AT&T , NECA's midyear 1986 f i l ing  reporced a 102 in crea se  
i n  a c c e s s  HOUs between 1984 and 198S. AT&T Comments aC 13.

18 S e e  AT&T  Commencs a c  13. AT&T a c t r i b u c e a  c h i a  d e c r e a s e  i s  Co che 
t r a n s f e r ,  s i n c e  1984, o f  more chan $3 b i l l i o n  pe r  y e a r  from, IXC r e c o v e r y  
to s u b s c r i b e r  l o o p  r e c o v e r y ,  t o g e t h e r  w i t h  o c h e r  Commission p o l i c i e s  chac 
h a v e . f u r c h e r  r educ ed  CCL  r a c e s .  AT&T r a c e a  for sw i t c h e d  a c ce sa  (MTS and 
WATS) s e r v i c e s  were reduced by 3.62 in 1983 and by another 122 in 1986, each 
a s  pare  o f  Che f l o w - t h r o u g h  which we recommended wich  Che implementation of 
Che $1.00 and $2.00 S L C .  AT&T Commencs ac 16. Add ic iona l  de crea ses  of 112 
f o r  MTS and 32 fo r  WATS chac were noc re f l e c ted  in che AT&T commencs became 
e f f e c t i v e  on January 1, 1987. See infra noce 67.

19 Whereon  E con ome t r i c  Fo reca s t ing  A s s o c i a t e s ,  Pri c ing Telecommunications 
S e r v i c e s :  The  Impa c t  on ch e  U . S .  Economy o f  Subscr iber  Line Charges (1986)
(Whareon Scudy) .

20 A T&T  c i t e s  Che W h a r t o n  S t u d y  a s  d e m o n s t r a t i n g  che f u l l  r a n g e  o f  
b e n e f i t s  c o  be g a i n e d  from imp lement ing  a $1 per  month s u b s c r i b e r  l i n e  
i n c r e a s e  e a c h  y e a r  for  che n ex t  f i v e  y e a r s ,  cu lm ina t ing  in a $7 d o l l a r  SLC 
cap in 1991. Wich c h i s  f u r th e r  progress  in co s c -b a s ed  p r i c ing ,  AT&T claims 
c h a c  c h e  im p l e m e n c e c i o n  o f  S L C s  o v e r  a 3 y e a r  p h a s e - i n  w i l l  l e ad  co an 
i n c r e a s e  o f  $23.8 b i l l i o n  in che r e a l  CMP, c r e a t e  30,000 n ev  j o b s ,  reduce

-  9 -



2786\ .

r e q u i r em e n t  i s  « c i l l  b e in g  r e c o v e r e d  t h rough  IXC c h a r g e * .  I t  c o n t e n d * ,  
a l o n g  v i t h  ALC ,  t h a t  aome b y p a s s  o f  t h e  p u b l i c  a v i t c h e d  network  i* being 
a v e r t e d  by a u b a c r i b e r  l i n e  ch a rge*  and o thar  Commiaaion a c t i o n ,  but tha t  i f  
the  p r e a a n t  une conom ic  t o l l  L oad ing  c o n t i n u e * ,  tha  bypaaa  p o t e n t i a l  v i l l  
be a i g n i f i c a n t .  . T h u a ,  AT&T c o n c l u d e *  t h a t  t h i a  J o i n t  B o a r d  and  t h e  
C om m ia a i o n  mua t  c o n t i n u e  t o  move aw ay  from uneconom ic  t o l l  l o a d i n g  by 
i n c r e a a i n g  S L C * .  I t  v i e v a  movement to  $4.00 by 1988 aa  an  e a a c n t i a l  next 
a t ep  in  t h a t  p r o c e a a .  AT&T and ALC a c e  no un iveraa l  ae rv ice  concern* aa a 
r e a u l t  o f  the  p r e a e n t  l im i t e d  S L C a ,  c i t i n g  a t e ad y  or  i n c r e a a i n g  te lephone 
p e n e t r a t i o n  l e v e l * .  AT&T a lao  contend* thac i f  problem* ahould develop w i th  
ch e  i m p l e m e n t a t i o n  o f  i n c r e a a e d  S L C a ,  t h e  C om m ia a i o n  h a a  an  o n g o i n g  
m on i t o r i n g  program and v o u l d  be a b l e  to respond q u i c k l y  to m i t iga te  them.

18. W h i l e  ALC and US S p r in t  aupport increased SLCs ,  they  suggest
t h a c  S L C s  be  i n c r e a s e d  a t  a r a t e  o f  $.30 per  l i n e  per y e a r  in o r d e r  to
minimize -consumer d i s r u p t i o n ,  and t o  c o i n c i d e  v i t h  t h e  completion o f  equal  
a c c e s a  c o n v e r s i o n s  and pro te c t  incerexchange c o m p e t i t i o n . M C I  s t a t e s  tha t  
a n y  i n c r e a s e  i n  S L C a  m us t  be b a a e d  on  a a t r o n g  re co* -  i o f  e c o n o m i c  
e f f i c i e n c y ,  b e c a u s e ,  in i t *  v i e w ,  b yp a s s  c o n c e r n s  a l o n e  do no t  j u s t i f y  an 
i n c r e a s e  in S L C s . 22

19. T h e  L E C s  a l s o  s t a t e  chac  Che imp lemen ta t i on  of Limited SLCa
has  f u r t h e r e d  che  primary, g o a l s  o f  Chia  proceed ing.  Thus ,  as a group they
s t r o n g l y  s u p p o r t  an i n c r e a s e  in che  l e v e L  o f  S L C s .  F ou r  major i n d u s c r y  
gr oup s  a r e  s p o u s o r s  o f  che LEC industry -w ide  Uni ty  1-A agreement, submitted 
as  comments in  ch i s  p r o c e e d i n g , 23 m d  propose in that  agreement an in crea se

t n e  f e d e r a l  d e f i c i t  by $10.3 b i l l i o n  and d e c r e a s e  o v e r a l l  p r i c e  l e v e l s  by 
.22 . AT&T Consents  a t  24.

21 Aa an  a l t e r n a t i v e  p r o p o s a l ,  ALC re commend s  C h a t  c h e  C om m is s i on  
s u b s t i t u t e  a f ixed  p r i c e  d i f f e r e n c i a l  between premium and nonpremium a c c e s s  
s e r v i c e  f o r  che c u r r e n c  p e r c e n t a g e  ba sed  d i f f e r e n c i a l ,  in order  co reduce 
Che p r e s s u r e  on  t h e  o t h e r  common c a r r i e r s '  ( O C C s )  o p e r a t i n g  marg in s  
r e s u l t i n g  f rom l o v e r  CCL  c h a r g e s .  US S p r i n t  s u p p o r t s  c h i s  a l c e r n a t i v e  
p rop o sa l .

22 In  MCI 'a o p i n i o n ,  che Comm is s ion ' s  de c i s i on  requir ing chac che pr i c e  of 
WATS a c c e s a  l i n e s  be c o s t - b a a e d  and  c h a t  r e d u c t i o n s  be made t o  t h e  
o r i g i n a t i n g  C C L  r a c e  h a v e  d o n e  much t o  a d d r e s s  c h e  b y p a s s  p r o b l e m .  
A c c o r d i n g  t o  M C I ,  a d i r e c t  r e s u l t  o f  Ch i s  d e c i s i o n  i s  co  e l im i n a t e  che 
uneconom ic  l o a d i n g  o f  HTS c o s t a  on UATS u s a g e  and w i t h  c h a t  d imin ish  che 
i n c e n t i v e  f o r  une conom ic  bypa ss  o f  t h *  sw i t c h e d  n e c w o r k .  I n  i c s  r e p l y  
comments ,  MCI c r i t i q u e s  che a n a l y s e s -  and assumptions of che var ious  bypass 
s t u d i e s  s u bm i t t ed  by che B e l l  O p e r a t i n g  Companies  (BOCs ) .  See  infra no te
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