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65. la Chit Order ve recommend cbh«C Che current federal lifeline
aaaiacance benefice be increaaed Co correspond with che proposed increases
in subscriber line charges. The Lifeline Order scaces chac Che Commission
will "provide aacching assiscance, up co che full aaounc of che subscriber
line charge, for subscribers receiving benefits under a qualifying stace and
local celephone company assistance pUa.”1* This language contemplates
increasing che aaounc of che waiver shoqgld che aaounc of che SLC increase.
For example, vith a $3.50 SLC and a aacching staCe contribution, the present
federal lifeline assiscance prograa will generate benefits of $7.00 per
mench for qualifying subscribers co offset’interstate and Local charges.*0?

66. Several commencing parties sought further modification and
expansion of cLa exiscing federal lifeline assiscance prograa. Ue cannot
endorse California's recommendation Chat Che income verification
requirement in Che exiscing Lifeline program be abandoned. This
verificacion requirement serves two purposes: first, it ensures chac chose
subscribers receiving che assiscance are in face eligible, chereby avoiding
a situation where benefits are extracted by ineligible subscribers chrough
fraudulent certifications; and second, annual recertizicacion serves to
update the eligiblity roles to ensure that Chose subscribers receiving
assiscance have remained eligible.U e consider che verificacion
requirement to be an integral part of che exiscing lifeline assiscance
program. For similar reasons,-Ve’do cot accept Texas' request for increased
flexibility in che eligibilityTriquiremencs. Elimination of Che means-cesc
from che eligibility criteria Jor federal benefits, for example, would
result in an assiscance program chat is no longer cargeced Co low income
households, and susceptible j:o widespread abuse.

67. Ve also decline to adopc suggestions chac che exiscing
federal lifeline assiscance program should noc require any matching stace
assistance. We believe chat requiring implementation of a state lifeLine
program as a prerequisice co being certified for federal benefits under che
exiscing lifeline program ensures chac qualifying subscribers receive

106  See Lifeline Order, supra note 11, at para. 1.

107 Benefits will be even greater if Che monthly state contribution
exceeds $3.50 per month pet. qualifying subscriber.

108 Moreover, as US West points out, since federal lifeline assiscance
benefits are funded chrough incerstace coll charges, any scace program chac
is noc properly cargeced would be unfairly subsidized by ratepayers in ocher
scaces. It is entirely reasonable for che scates Chat will be funding chis
assiscance co expect chat measures will be taken co ensure chac bencfics are
directed co che intended recipience.
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assistance to offset both their local service costs and the federal
subscriber line charge. This approach fairly distributes the responsibility
for preserving telephone penecration levels to both the. federal and state
jurisdictions Finally, ve recognise that Dol's proposal chat Che
funding for che lifeline program come from che general Cax revenues is noc
presently feasible, although this approach is attractive in theory.**0 Ac
chis time, ve believe chac federal lifeline assistance programs should be
supported chrough increased charges for ocher telecommunicacions
services.1*1

68. As seated earlier, ve do noc believe chac SLCs have had, o
will have, a deleterious effect on universal service. However, a number of
commenters in chis proceeding have directed our attention co Che effect of
high non-recurring charges, such as Chose assessed for commencing telephone
service, on universal service.**” The exiscing federal lifeline assiscance

109 The Ohio Consumer Counsel's suggestion that consumers or Cheir
represencac ives be allowed co file for certification was rejecced on
reconsideration of che Lifeline Order as infeasible Co implement in light of
che requirement for'matching state assiscance. See Lifeline Reconsideration
Order, supra noce 11, aC para. 7.

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

111  We recognize chac chere may be benefits from funding lifeline
assiscance chrough cax revenues and, of course. sCates are free co fund
Cheir share of lifeline benefits from any incrascace source, including
general or special cax revenues. However, ac Che presenc time, Che
appropriation of federal Cax revenues for lifeline purposes appears
unlikely. Furthermore, as long as lifeline benefits are properly tailored,
we believe Chat they can be funded through interstate coll races wirhout
unduly affeccing the efficiency gains chac ve should continue co obtain
from more econoaic pricing.

112 A study prepared by che Michigan Divestiture Research Fund, sponsored
in pare by che Michigan Citizens Lobby, found that installation charges and
security deposits were cited as che primary cause for che lack of telephone
service. Similarly, in a survey of customers in Tucson, Arizona, and Salt
Lake City, Ucah, conducted by US Vesc, installation and deposit coses were
identified as "coo high." AARP proposed a waiver of SOX of che connection
and installation charges, UCCOC suggested a full waiver of che charges or
deferred paymenc plans for Chese charges, and che CFA argued chac high
installation and connection charges, as well as high deposit requirements,
are obvious barriers co subscribership by low incostc households.

Moreover, a recent survey conducted by CFA, AARP and AT&T
indicates chac almost three quarters of Chose without phone service perceive

43 -
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program specifically provides Chat the state Batching assistance may be
provided through reduced connection charges or customer deposit
requirements. Among certified programs, those in Haryland, Hawaii, Arizona,
Utah, lic’ the District of Columbia offer discounts or extensive benefits
applicable to these non-recurring charges and deposit requirements.
However, we believe that more can be done to directly address the problem
of high non-recurring charges for low income households that are not
presently on the network,*3 thereby not only preserving, but also
increasing, universal telephone service. Toward this end, we are adopting
part of the proposals put forward by AAA? and UCCOC and are recommending an
additional lifeline assistance program to offset the charges assessed for
commencing telephone service.

69. Specifically, we recommend a two-part program to
income households to che network.114 Under che first part, che federal
jurisdiction will provide assiscance sufficient to pay one-half of Che
charges, up to a $30.00 amount, assessed for commencing service for
qualifying.11® Under the second part of our recommended program, where a

that they cannot afford Che large front-end costs of obtaining phone service
— che installation charge and deposit. CFA, AARP, AT&T, Summary Stacement,
Joint Telecommunications Project (February 12, 1987}.

113  Approximately S million low income households are presently without
telephone service.

114 A lifeline assiscance plan could include either or both parts of chis
new recommended program.

115 Under chis program, federal funds could be used co offset
state-tariffed charges incurred in connecting a subscriber to che necwork.
In mosc cases, such charges cover che administrative coses of opening an
account and the costs of turning the switch at Che central office. Ue sec
Che cap for federal assistance at $30.00 based on our calculations chac che
national average for Chese charges is $45.17 for rotary service and $46.51
for couch cone aervice. Industry Analysis Division, Common Carrier Bureau,
Federal Communications Commission, Trends in Telephone Service (February
2, 1987). Excluded from this assiscance program are che costs of inside
wiring, which have been decariffed, and security deposit requirements. Ue
do not believe Chat it is feasible co structure a federal assiscance program
to offset security deposit requirements because che amount required for a
deposit may depend on factors such as geography and an individual
subscriber's credit history. As indicated above, we strongly encourage LECs
co reduce or waive security deposit requirements for low income cuscomers
who do noc have poor credit histories.

link

low



LEC offers a deferred payment plan for service commencement charges and it
does noc assess the subscriber any interest charge, federal assiscance will
be available to that LEC Co.cover the interest costs on an amount up to

$200.116

70. Connection assistance will be available for one
line per household, at a subscriber's principal place of residence. W
further recommend that each state administer this service commencement
assiscance program within its jurisdiction in conjunction with the LECs.
Before receiving federal assistance, a plan submitted by a state
commissionl1l? should be certified in the same manner as Che existing
lifeline program118 as meeting che following criteria to ensure that the
assiscance is properly cargeced: 1) che customer requesting assiscance has
lived at an address or addresses where there has been no telephone service
for at least three months immediately prior to the request for assistance;
2) assiscance is available, at most, once every two years; 3) the customer
cannot be a dependent (as defined by the federal income tax code) under che
age of 60; and 4} the customer must meet state-determined income criteria.
The first two criteria are to be verified and such verification should be
easily done by using LEC records. The final two criteria may be
se 1f-c ercified .11? However, if a state determines that it is
administratively or economically infeasible for a LEC to verify criteria #1
and #2, when che necessary information must be provided by a LEC or agency
outside Che state, or in ocher specified circumstances, then
self-certification of chese criteria will be allowed and criterion #4 must
be verified by the state or LEC.

116 Ue assume chat any deferred payment schedule will noc be longer chan
12 months. Also, we recommend chac che interest rate used-in chis part of
che program be determined based on che rate paid on ten-year Treasury Bills.
See §67.73Ka)(4)(ii) at Appendix B.

117 Ue recommend that plans be submitted only by the state commisrion or
ics delegatee, which could be a LEC, in order to avoid the possibility chac
numerous, conflicting plans for Che same jurisdiction would be filed.

118 The Commission has delegated tothe Common Carrier Bureau che
authority co certify state lifeline plans.

119 Ue require the income criterion in order to properly target those in
need of this assiscance. In contrast co the subscriber line charge waiver
measures of che exiscing federal lifeline programs we will allow
self-certification here (except under the circumstances discussed above)
because we believe chac che ocher criteria for eligibility sufficiently
reduce che potential for abuse of chis program.

telephone
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71. We ere melting one additional recommendation, dealing wich
Che funding mechanism for chis program as well as for Che exiscing federal
lifeline assiscance program. This proposal is consiscenc wich our
recommendaciona Co che Commission chac ic adopc, wich soma modificacions,
Che proposals regarding pooling and high cose assiscance sec ouc in Che
Unicy 1-A agreement.*20 The ccmmon line pooling modificacions of che Unicy
1-A agreemenc, which we adopC with some revisions, make no provision for
concinued funding of federal lifeline assiscance. Therefore, in order co
ensure chat che federal lifeline program concinues co be funded on a
nationwide basis,*21 wtt recommend chat HECA bill Che IXCs direccly for Che
interstate lifeline revenue requirement, covering both che exiscing SLC
waiver lifeline program and our recommended service commencement assiscance
program. IXCs chac have ac lease 1) IX of the "1+" or "presubacribed"122
common lines presubscribed Co interexchange carriers in all study areas,
or 2) 5X nf che presubscribed lines in any scudy area and a minimum of 1000
presubscribed lines in chac study area, will be responsible for paying
lifeline assiscance. A flat monthly charge accessed eligible [IXCs Co
recover chese funds will be calculated semi-annually based on all of che
common lines presubscribed Co eligible interexchange carriers. 723

72. Our proposed IXC billing allocation mechanism for lifeline
funding is aimilar-to che one proposed in Unicy 1-A for che high cost
fund, ~2n and should be easy co administer. LECs participating in che

120 See infra paras. 72 and 87.

121 Under presenc practice, LECs in states with certified lifeline
assistance plans estimate the number of lifeline subscribers, determine the
resulting annual subscriber line charge revenue ljas, and report that amount
to the NECA common line pool as an addition cc the CCL revenue requirement.
Thus, absent Che proposed modification for IXC billing under our recommended
pooling revisions, carriers that file their own Cariffs could be required to
recover che cose of lifeline service within Cheir own service areas.

122 We use the term "presubscribed" to indicate all "I*" access lines,
including both Feature Croup C and D services.

123 We find chis funding mechanism mosc compatible with che balLance of the
recommendations we propose here. Thus, we decline to adopt Vermont's
suggestion, submitted as part of its depooling proposal, that a fixed
revenue amount be selected and established in a "pool" for lifeline
assiscance.

124 See infra paras. 75-77.
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federal lifeline assistance programs should estimate and report annually to
HECA the number of qualifying subscribers under all lifeline assiscance
programs, as veil as the.dollar amount of benefits per subscriber. HECA
should in cur+ reporc Chese daca Co Che Commiesion.

73. We believe thaC che additional lifeline assiscance program
recommended here is easily implementable® and should be quite effective
in removing a major barrier Co initiation of telephone service by low income
households.12? While ve encourage scaces to matcn che direct offset of Che
charges assessed for commencing service, our recommended plan does noc
require che states Co provide matching funds. Horeover, ve strongly urge
che staces and local exchange carriers Co develop deferred payment plLans
for service commencement charges, as veil as provide reductions in, or
waivers of, security depoaic requirements for low income customers who do
noc have poor credic histories.

74. Furthermore, ocher measures, beyond federal and state
financial assiscance, are important complements-to chese universal service
efforcs. We believe that the availability of local service options, such as
Che various state low-cost or budget services, contribute to maintaining
universal service.H ost of Che LECs have alternative service options

125 Reports co the Commission and review by Commission staff should help
ensure ChaC Chese esnimaces and calculations are reasonable.

This new billing mechanism for lifeline, and for high cose assiscance,
will noc become effective until April 1, 1989, when our recommended pooling
changes will begin. See infra. |In Che meantime, funds for both che new and
exiscing lifeline plans will be recovered chrough che nationally averaged

CCL rate.

126  This new federal lifeline assistance program does require some
separations changes to ensure that costs and revenues are properly aligned
between che jurisdictions. Our proposed rule changes are contained in
Appendix 8.

127 We wish to stress chac chis additional assistance program is not
intended to supplant the present subscriber line charge waiver measures of
che exiscing lifeline program. We encourage scaces and LECs chac have not
yet implemented Che exiscing program co develop qualifying lifeline
assiscance plans as soon as possible. Furthermore, we recommend chat the
Commission work, closely with staces chat have already received federal
certification for lifeline assiscance plans to allow them to qualify quickly
for receipt of additional federal funds co offset increases in subscriber

line charges.
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Available Co cheir cuecomers and many of chese carriers have an increasing
number of cuscomers subscribing co them. We strongly encourage all LECs co
make alcernacive service opcioas available and co assise in che developmenc
and adminisCracion of federal assiscance measures in order co ensure chac
celepbone service is universally available.

V1. High Cost Assiscance
A. Comment Summary

75. Since many of che commence dealing with high cost
focused on Che specific proposal sec ouc in the Unicy 1-A agreemenc, we will
briefly describe ic here. Under Che-Unicy 1-A proposal Che high cose
assiscance formula would be retargeted Co give additional benefits co LECs
wich fewer chan 200,000 access lines and Co decrease assiscance co LECs wich
greacer chan 200,000 access lines.”9 xhe sponsors of Unicy 1-A claim,
based oh 1985 NECA figures, ChaC Cheir targeting of che high cose measures

128 According co a recenc AT&T survey, all scaces and Che District of
Columbia offer such services. See AT&T, Local Exchange Races (March 10,
1987) (a periodic survey conducted by AT&T on a stace-by-scace basis
identifying che lowest local exchange cariff races in effect).

129 "Small and medium-sized" LECs (chose wich 200,000 or fewer lines) would
be divided inco three categories: (i) chose with loop costs equal co‘0-115Z
of che national average loop cost would be allowed no additional allocation
of coses co che inceracace jurisdiction; (ii) chose wich loop coses equal
to 115-1501 of che national average would be allowed an addicional
incerscace allocation of 65Z of che costs in chac band; and (iii) those wich
loop coses greacer chan 150Z of che nacional average would be eligible for
an addicional interstate allocation of 75Z of Chose coses. Large companies
(chose wich more Chan 200,000 IL.es) would be divided inco five cacegories:
(i) chose wich loop coses equal co 0-115Z of nationwide average loop coses
would be allowed no addicional incersrace allocation; (ii) chose wich loop
coses of 11S-160Z of che nacional average would be allowed an addicional
incerscace allocation for 10Z of che coses in chac band; (iii) chose wich
loop costs between 160-200Z of che national average would be allowed an
addicional incerscace allocation of 30Z of che coses in chac band; (iv)
Chose wich loop coses equal co 200-250Z of che national average wou™d be
allowed an addicional allocation of 60Z of Che costs in chac band; and (v)
chose wich loop coses greacer chan 2S0Z of che nacional average would be
eligible for an addicional incerscace allocation of 75Z of che coses in chac

band.

- 48 -
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will decrease che overall size of che high cose fund from $448 million co
$390 million, an approximace reduccion of $58 million. They also maincain
chac Che proposed changes will increase from 53Z Co 83Z che proporcionace
share of high cosc fund assiscance paid to LCCs wich less chan 200,000

lines*

76. The Unicy 1-A proposal further provides chac che high cosc
assistance formula be reviewed in Che future if ic appears chac ocher
factors, such as separations changes, would create unreasonably high races
for local service. la addition, because of Che pooling revisions proposed
in Che Unity IrA agreement,13°the IXCs will be billed directly for high cosc
funds .Chrough a separate pool administered by HECA wich Che charges based
on che proportion of each IIC's M+Maccess lines.”

77. The UniCy 1-A sponsors assert that Cheir high cost assiscance
proposal: 1) simplifies Che pooling and cash flow operations by separacing
high co.C assiscance from Che CCL race; 2) avoids calculating a high cosc
assiscance charge for.-each LEC when several LECs may have diverse rate
structures; 3) continues Che practice of recovering high cosc assiscance
funds from 1XCs; 4) centralizes billing and collection for chese funds; and
5) promotes and emphasizes Che nacional inCeresC in maincaining universal

service.

1 78. IXCs did noc have excenaive comments addressed Co che high
cost assistance issues. AT&T supports Unicy I-A's recargecing of high cosc
assiscance, claiming chac che revision is fully consistent with che
Commission's purpose of assuring Chat telephone races remain reasonable even
in high cosc areas. US Sprint generally notes chac Che high cosc assistance
program should have narrowly drawn guidelines so chac Che level of
assistance does noc exceed che amount required co target subsidies cO
specific firms. Consequently, US Sprint argues chac che level of che
firm-specific subsidies should be dependent on Che economic characteristics

130  See infra paras. 98-100.

131 The Unicy 1-A proposal further provides chat only chose IXCs wich over
1Z of che " 1+" access lines (i.e., those lines.provided by premium access
services, Feature Group C and‘D services) will be billed for che high cost
fund. Each LEC would report Co HECA Che number of "1+" access lines
associated wich each IXC serving a study area. HECA would compuce and assess
che charge on an annual basis, and adminiscer che fund, including che direcc
billing Co che IXCs as well as che distribution of revenues co qualifying

LECs.



as well as che HTS loop ct scs in each LEC'a aervice area, recognizing
distinctions between urban tad rural, and large and small, LECs.

79. In general, Che LECs express strong support for che high case
assiscance proposal in Che Unity 1-A agreemenc. While Ameritech maintains
chac che Unicy 1-A proposal is presently sufficient co assise Che high cost
LECs, ic argues Chat aC some poinc che high cosc fund should be modified co
eliminate support for che high cosc study areas of che large LECs. In chis
regard, AmeriCech proposes .chac Che eligibility requirements include
criteria Chac would evaluate Che current circumstances of che LEC before
determining whether che LEC is eligible for high cost assiscance. For
example, AmeriCech suggests criteria such as an evaluaCiun of a LEC's
pricing structure, che availability of lifeline assistance for its
customers, and an evaluacion of che company's local rate levels. Cincinnati
Bell contends chac only chose companies remaining in Che voluntary pool
under che Unicy 1-A proposal should receive high cosc assistance. SHET
continues Co supporc high cosc assistance but maintains chac che reasures
should be subject Co continual review co ensure limited and properly
Cargeced supporc.

80. In its separate comments, OPASTCO, one of Che Unicy 1-A
sponsors, proposes an additional mechanism chac would provide further
assiscance co LECs wich 50,000 o- fever access lines. The proposed formula
is designed to assise small LECs in absorbing Che cumulative effect of all
cost shifts Co che incrascace jurisdiction.13"

81. Among Che staCe commissions, Arkansas expresses supporc for
the Unicy I-A proposal for high cosc assistance,133 although it argues chac

132 The OPASTCO plan would provide for an addicional incerscace cosc
allocation for a carrier if, after calculating a surrogate number for che
cosc of basic local service over a two year consecutive period: 1) che
surrogate race calculated for che second year exceeds Che firsc year's
calculation and equals or exceeds $14.00; and 2) Che increase in costs
during che second year exceeds by 201 che number calculaced for che firsc
year. Then, any increase above che 20Z could be recovered from che OPASTCO
high cosc fund. This proposal is supported by Uaicsfield-Fayscon Telephone
Company, e£ ql., and Lackawaxen Telephone Company, which maincain chat che
current high cost formula fails Co protect smaller LECs from che cumulative
effects of HTS cosC shifts Co che local jurisdiction resulting from recenc
federal decisions.

133 Arkansas recommends, however, chac che high cost assiscance formula
proposed in che Unicy 1-A agreemenc be changed co be consiscenc wich
Arkansas' proposal co move from the 25Z basic incerscace allocator co a
SLU-based incerscace allocation. See supra note 40.
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Che eligibiLicy requirement! should include some consideration of the
differences among geographic areas. Consequently, it proposes chac
eligiblity for Chis assistance should be evaluated based on current local
service rate levels rather than on LEC size. NTCA argues that high cost
assistance should not be tied to local rates. It maintains that including
an evaluation of local exchange rates as a criterion for eligibility would
necessarily have to include some determination concerning che size of the
local calling area, the community of interest, and short-haul Coll rates.
NTCA contends that such a complex rule would be impossible both Co construct
and implement.

82. As part of the proposal it submitted in Late-filed commer
Vermont presented a revised high cost assistance mechanism. To qualify for
support under the Vermont plan, a LEC must have a composite index of at
least 115% of a national average index. The ind*r. would be composed of three
equally weighted factors — density, 134 cant,135 and basic local rates.136
The high cost fund proposed by Vermont would be of indefinite duration and
addicional supporc from a mandatory common line contribution would be
available for LECs that have not yet modernized.137 Ocher state

Michigan expressed general supporc for retargeting high cosc assistance
to smaller, high cost LECA but did noc comment on the specific changes
suggested in che Unicy 1-A proposal.

134 The "density" factor is composed of two subfactors, the firsc
reflecting necessary outside plant costs by dividing che number of
subscribers by che number of route miles, and che second reflecting
switching costs by dividing the number of subscribers by the number of
central offices. These two subfactors are normalized co reflect che face
chac line measure is often two orders of magnitude (100x) greater chan
office density, and che factors are then weighted according co che relative
amounts of central office investment and local oucside plant investment.

135 Vermont contends, without further explanation, thac the cosc factor
can be measured by che current measurement of the level of NTS costs,
claiming chat che level of NTS costs appears to be directly correlated to
rapid growth. "

136 This is che lowest (or highest) flat rate for local service available
to a residential customer in a study area (or a derived rate if no flat rate
is available).Vermonc argues that including basic local service rates in
che index provides chemosc support for chose LECschac alrea'dy have high
races and requires those wich low races to bring their chzrges more in line
with the nacional average before support is provided.

137 In a subsequent plesding, late-filed on December 15, 1986, Vermonc



commissions were silent on proposed changes Co Che high coac aaaiacance
meaaurea.

83. Among uaer groups, Ad Hoc concenda chac che aaaiacance
provided chrough che high coac fund ia totally uncargeced, since Chere never
has been any demonacracion chac a customer's abilicy Co afford telephone
service ia in any way correlated with whether the LEC serving them
experiences high costa. Ad Hoc concurs-in any efforts Co direct the
assistance more accurately to those customers in need of it, but is not
convinced Chat the Unity 1-A proposal will accomplish that objective.
Finally, both DoJ and NTIA support Unity I-A's retargeting of high coac
assistance, although NTIA believes thaC incentives should be built into the
.system to encourage LECs to operate efficiently. NTIA also suggests chat
supplemental support be provided to small LECs baaed on certain objective
criteria related co local service rate levels.

B. Discussion

84. In 1983, this Joinc Board first recommended certain
jurisdictional separations changes to assist subscribers in areas of the
country that have high NTS loop costs. 138 These high cosc assiscance
measures, adopted by the Commission, 139 permit study areas with higher chan
average NTS loop costs co allocate certain addicional costs to che
interstate jurisdiction (above and beyond the basic interstate allocation).
These costs are presently recovered Chrough usage-based charges paid by che
incerexchenge carriers. This assistance is designed to reduce che
intrastace cost allocation and thereby keep local service races lower chan
they otherwise would be in high cost areas.

submitted addicional data on che economic effects of ics high cost fund
proposal. In thac filing, it modified ics original proposal by deleting
che incentive for modernization and by providing a simpler method for
measuring density.

138  Amendment of Parc 67, Second Recommended Decision and Order, 48 Fed.
Reg. 46,556 (1983). This recommendation was made in conjunction wich our
recommendation for a transition co a basic 25Z incerscace allocation factor
for local NTS loop costs.

139  Amendment of Parc 67, Decision and Order, 96 FCC 2d 781 (1984). The
original high cost assistance measures were modified slightly in our
previous examination of Che issues being considered here. See Recommended
Decision, supra note 9, ac paras. 46-73.



85. In Che Further Notice, che Commission requested comments on
che effectiveness of che present high cosc Assistance program and
recommendations for further action. Since the high cost fund is being
phased-in over an eight-year period and 1986 was the first year of Chat
phase-in, the record provides a limited amount of information regarding the
effectiveness of the present program. Nevertheless, we believe chac che
rationale for err-original proposal for high cost assiscance remains valid,
and we continue to supporc high cost assistance as a sound means of
fostering universal service. As a rule, many of the factors that result, in
high loop'costs, such as population density and geography, are beyond Che
control of high cost companies. The additional adjustment allowed pursuant
to che high cost fund alleviates the need to recover some of those high Loop
costs Chrough increased local service rates. 4fe believe thac measures, such
as high cost assiscance, designed to ensure Chat local service rates remain
at reasonable levels throughout the country, represent an important aspect
of our program to preserve univeraal telephone service.

86. A number of commenting parties proposed changes in certain
aspects of che exiscing high cost fund. We support che proposal to retarget
Che current high cost fund as outlined in che Unicy 1-A proposal and
recommend that Che Commission adopt that proposal with some minor
modifications. In fact, this modified proposal is similar to a formula we
previously considered during our examination of high cost assistance
measures in 1984. We rejected chis particular formula at chat'time because
we believed that further study was necessary. Retargeting the high cost fund
as now recommended will provide an addicional interstate expense allocation
for che small companies most in need of-ass.istance and direct less
assiscance to the larger LECs, i.e., carriers wich over 200,000 access
lines, chat have more flexibility in dealing with above-average coses.1”0
In light of chis retargeting of assiscance toward smaller companies, we can
reasonably conclude that chis new formula, while perhaps not perfect,
represents an improvement over che exiscing high cost assiscance formula.

87. Wk also adopt the basic approach for recovering high cost
funds proposed in the Unity 1-A agreemenc, with some modifications. Firsc,
as with funding for che federal lifeline assiscance programs, IXCs chat
have at least 1) 1Z of che total common lines presubscribed to incerexchange
carriers in all study areas, or 2) 5Z of che presubscrihed lines in any

140 The proposal will also decrease che full amount of the high cosc
assiscance funding by an estimated $58 million.

141 This new formula will become effective on Sepcember 1, 1988.

142 See supra para. 71.

2829



study area and a minimum of 1000 presubacribed Lines in Chat aCudy area will
be reaponsible for paying high coac assistance. A flat monthly charge
aaaeaacd eligible IXCa to recover high cosc funds will be calculated
semi-annually baaed on all of che co>maon lines presubacribed Co chese
incerexghange carriers.*3 The Unity 1-A proposal limica responsibility for
providing high coac funds Co only a few of che Largest IXCs. We believe
chac our modification more fairly distributes che responsibility for high
coac aaaiacance funding among a greater number of the IXCs, and Calces inco
accounc Che fact that while on a nationwide basis an IXC may noc have a
substantial presence, it could be a dominant carrier in a particular area.
Second,, ve do recommend Chat che IXC payaencs be calculated every six months
racher Chan on a yearly basis aa proposed in Unicy 1-A. We believe that
calculating chese payments on a semi-annual basis is preferable to reflect
possible changes in the market share of the different-interexchange carriers
due Co competition in Che incerexchenge market.

88. We do not recommend, as some comoenters suggest, a change in
Che currenc eligibility requirement for high cosc assistance. We find chat
Che currenc eligibility requirement, based on che average loop costs of che
scudy area, is a reliable criterion for determining which LECs require high
cost assiscance. It also has proven Co be administratively feasible to
implement. Furthermore, we agree with NTCA that including additional
evaluation cricdria, such as Local exchange races, would require a
subjective determination of che value of the local calling area size, Che
community of inceresc, short-haul coll races and ocher similar faccors.
Eligibility criteria based on all of chese factors would create a complex
assiscance mechanism chac would be difficult co construct and implement.

89. Similarly, we conclude Chat requiring certification that a
LEC has considered pricing options and other self-help alternatives before
ic could receive high cost assiscance unnecessarily complicates che high
cost assiscance program. However, because we are concerned chac these high
cost measures do indeed remain properly targeted, we recommend that che
Commission direct NECA to file annual reports chac detail currenc NTS loop
costs and high cosc assiscance for each study area, as well as trends in
che growth of loop costs and the distribution of che high cost funds, to
allow careful monitoring of the effects of the revised formula. As we

143  This funding mechanism for high cost assiscance will become effective,
along wich our recommended pooling revisions, on April 1, 1989. Uncil chat
time, Che high cosc fund will continue to be recovered through the CCL rate.

144 Arkansas suggests chac Che assiscance should be calculated on a
quarterly basis. We do noc perceive che need Co require chis administrative
burden and believe that a semi-annual basis will be sufficient co make any
necessary changes in che IXC's payments*
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seated in the Recommended Decision, we strongly urge all of the state
commissions to ensure that the benefits of the high cost assistance measures
accrue to local ratepayers as intended (i.e.. to keep local service rates
lover than they otherwise would be).

90. Finally, we conclude that OPASTCO's proposal for
high cost assistance for the small LECs, i.e., carriers with 50,000 or less
access lines, should not be adopted. TheaOPASTCO proposal is designed to
provide an additional allocation to the interstate jurisdiction to help
small LECs recover increases in local revenue requirements due to recent
changes in the separations procedures. Ue find that the Commission and the
Joint Board have already considered the impact of the revenue requirement
shifts resulting from these separations changes in recommending and adopting
them. Therefore, we conclude that additional assistance does not appear to
be appropriate at this time.”"

145 Ue note chat in a separate action today, we recommend measures for the
allocation of Category 6, Central Office Equipment, costs Chat ensure a
Lengthy transition for the reallocation of a portion of chese costs co che
intrastace jurisdiction and that provide an addicional interstate allocation
of costs for LECs serving fewer chan 50,000 access lines. Recommended
Decision, MTS and UATS Harket Structure and Amendmenc of Parc 67 of che
Commission's Rules, CC Docket Nos. 78-72 and 80-286, FCC 87- (1987). Other
separations changes, such as the movement to the 25Z gross allocator and the
removal of inside wire costs, which OPASTCO contends are shifting revenue
requirements to the intrastace jurisdiction, are being phased-in over a
transitional time period in order to avoid the rate effects chat che OPASTCO
plan apparently seeks to address.

addition



VII. Common Line Tariff and Pooling
A. Pooling Proposals and Comments

91. The Further Notice requested comments and recommendations
on possible modifications to the mandatory pooling of common line costs and
revenues. It stated that these pooling issues should be considered in che
context of possible modifications to SLCs and high cost assistance, measures
as part of an integrated- proposal for further'action. These general pooling
issues had been raised ia petitions filed by Bell Atlantic and Nev Jerse;
in lace 1983.76 The Further Notice directed us to consider these petitions
as part of chis broad proceeding because they raise issues relating co
potential modification of.che existing mandatory pooling mechanism.

1. Bell Atlantic and Nev Jersey Petitions

92. In its October 1985 petition, Bell Atlantic asserts that
modifications to che current pooling arrangement are necessary. The Bell
Atlantic plan would replace che current nationwide, uniform CCL charge
developed chrough che CCL pooling process with three sets of charges.
Firsc, LECs would establish a "primary elamenc,” a charge set at a level
sufficient to recover its own common line revenue requirement, but not to
exceed the exiscing CCL rate.” Second, a transitional surcharge element
would be developed based on Che "excess costs" above Che existing CCL "cap"
that would be reported to NECA.~8 Third, a per minute high cost fund
charge would be assessed. The primary element would be increased each ,ear
to che previous year's maximum race (che primary eLemenc plus the
transitional surcharge plus che high cost fund charge).

146  Bell Atlantic and New Jersey submitted separace petitions in October
1983 and November 1985, respectively, requesting changes in the Commission's
Parc 69 access charge rules to reduce Che degree of, or eliminate, mandatory
pooling of common- line costs. These petitions and Che comments filed in
response thereto were referred to this Joinc Board for consideration and
development of recommendations. Petitions of Bell Atlantic and che New
Jersey Board ot Public Utilities, RVI No. 5205, Himeo No. 4622 (released Hay
21, 1986).

147  Ac Che time the petition was filed, che CCL rate was a uniform 4.33
cents per minute.

148 At che time it filed its petition, Bell Atlantic estimated chac a .5
cent per minute of use surcharge would be necessary wich a $2.00 SLC.
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93. In its petition, Hew Jersey asserts that bypass is a major
threat in its state and that depooiing represents an effective tooL to
combat it. New Jersey endorsed three possible approaches to depooling: (1)
the Bell Atlantic proposal; (2) total elimination of the HECA pool with &
move toward cost-based pricing of services; or (3) a cap on the maximum
contribution that any one state makes to the HECA pool, which would be

phased down over time.

94." While most parties commenting in response to the Further
Hotice did not specifically address these two petitions, we will brieflv
summarize the comments submitted on them during che initial pleading cycle
established in response to the petitions.1*9 Among Che BOCs, Americech,
BellSouth, and US West supported the Bell Atlantic and Hew Jersey petitions,
with US West proposing two transition plans for ending pooling, one
involving increasing che SLC and the second involving a percentage
phase-down in total pool contributions. Pacific Bell and Southwestern Bell
opposed che petitions and instead supported the flat-rate IXC recovery of
HTS costs, consistent wich other petitions pending before che Commission
at thac time proposing alternative common line cost recovery race
structures. NYNEX expressed concern that the Bell Atlantic plan would
increase uneconomic bypass for chose companies wich near-average or
greater-than-average costs. Bell Atlantic countered chat these companies
would only be paying slightly mor under ics plan than under che present
system.

93. Among the independent telephone companies, Che GTOCs propose
certain revisions to the Bell Atlantic plan. They suggested eliminating the

149 It appears Chac many of the views expressed in these comments have
been superseded by subsequent comments submitted by che same parcies in
response to che Further Hot;ce. |In fact, Bell Atlantic itself subsequently
filed comments in supporc of che pooling proposal contained in che Unicy 1-A
agreemenc. The District of Columbia, however, expressed continued support
for che Bell Atlantic depooling plan, and Florida stated chac careful
consideration should be given to both pecicions.

130 Pacific Bell submitted a waiver petition to implement such a plan at
che same time chat che Bell Atlantic and Hew Jersey pecicions were filed.
This petition subsequently was denied, as were similar petitions filed by a
number of LECs. See Petitions for Waiver of Various Seccions of Part 69 of
the Commission's Rules, filed by Mountain Staces Telephone and Telegraph
Company, et £U FCC 86-145 (released April 28, 1986) (Interim NTS Guidelines
Order), on reconsideration, FCC 86-527 (rele.'sed January 7, 1987)
(Guidelines Order Reconsideration).
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transitional surcharge and replacing ic wich a fixed charge upon IXCs.
Uniced also proposed some modifications co che Bell Aclancic plan,
suggescing ChaC Che Cransicional surcharge level should decrease as SLCs
are increased. Cincinnaci Bell supporced Bell AClancic's petition, while
SNET noced chac a gradual reduccion in pooling was necessa. y. Smaller LECs
and independence maincained chac furCher sCudy of depooling was necessary,
particularly concerning Che impacc of depooling on CCL races and bypass.
Among Che LEC associacions, NTCA scrongly opposed Che Bell Aclancic plan,
while OPASTCO and USTA simply suggested referring Che issue of depooling
co che Joinc Board.

96. Of Che state commissions, Delaware, Che Discricc of
Columbia, Maryland and Virginia all supporced che Bell Aclancic and New
Jersey depooling pecicions. Ocher scace commissions criticized che Bell
Aclancic and New Jersey plans as being inadequacely supported, and requested
further review by the Joint Board. NTIA generally supported Che depooling
proposals, claiming chac pooling is economically inefficient. Concerns chac
depooling will lead co incerscace coll race deaveraging are noc well
founded, NTIA argued, noting chac access pricing variations have existed for
a long time and rate deavera.ing has noc occurred.

2. Ocher Pooling Proposals-

97. Two pooling proposals were filed in response co che
Commission's Further Notice. one by che LEC industry associations and
anocher by Vermonc. The Vermonc proposal was part of Vermonc's comments in
Chis proceeding .151 The LEC induscry associations presented a detailed
proposal for pooling' modifications as pare of che Unicy 1-A agreemenc.

98. The pooling modifications proposed by Che LEC induscry
associacions call for che replacement of Che present mandatory common line
pooling system wich arrangements Chat Che agreemenc characterizes as a
"voluntary" common line pool!52 4n<j 4 "mandatory" long term supporc (or
LTS) fund”53 chac will enable chose remaining in Che pool Co charge IXCs

151 See supra note 99.

152  This voluntary pool concent would permic carriers Co opc out of che
nationwide NECA common Line tariff and file cheir own CCL races.

153 NRTA, one of Unicy 1-A's sponsors, added a number of clarifying
footnotes co che Unicy 1-A agreement chac emphasized its view chac Che Unicy
1-A common line pooling mechanism would noc cocally eliminate mandatory
pooling. Bacher, NRTA asserts, Unicy 1-A would only streamline che present
mechanism co provide for "minimum mandatory pooling."

- B8 -
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Che equivalent of what would have been Che nationwide average CCL race had
Che mandatory common line pool been maintained. In addition, Unicy 1-A
establishes a four-year transitional support (or TBS) func., which would be
used Co provide transitional support payments to LECs chat traditionally
have been net receivers under the current system but are expected by Unity
I-A's sponsors to withdraw from che "voluntary" pool.

m* 99. Under Unicy 1-A, LECs are divided into three groups: large
company contributors (LCCs) that traditionally have had net revenue flows
into the common line pool and, therefore, would be likely to withdraw from
Che existing NECA pool and file their own CCL tarifrsy1n large company
mreceivers (LCRs) that traditionally have had net receipts from the present
pool but, according to Unity I-A's sponsors, would be likely to withdraw
from che pool and file cheir own CCL Cariffs; and small company poolers
(SCPs)?55 chat would be likely to remain in the voluntary common line pool.
All LECs would be allowed to elect iu June 1987 to .'emove themselves from
mthe ,001. 156 According to the plan, those LECs that choose not to withdraw
from the pool in 1987 may choose to withdraw from the pool in subsequent
years, provided they notify NECA by June 30th of the year in which they
choose to file their own common line tariffs. The agreement provides,
however, that in order to be eligible for transitional support, LCRs must
elect to withdraw from the NECA pool in 1987 and file their ovn common line
tariffs with a January 1988 effective date. Furthermore, all LECs that
withdraw from the pool must do so on a holding-company basis and remove all
study areas from che pool.

ISA  As administrator of the mandatory common line pool, NECA presently
files a single common line tariff in which all LECs are required to concur.
The revenues received under Chat tariff are used: (1) to. compensate NECA for
its administrative expenses; (2) to allocate high cost assiscance to
qualifying study areas; (3) to compensate average schedule companies in
relation to use of cheir facilities in originating and terminating
interstate telecommunications services; (A) to reimburse LECs settling on
che basis of cost studies for the expenses related to providing interstate
common line services; and (5) to provide an identical earned rate of return
on che interstate common line investment of each exchange carrier.

155 The same basic provisions that apply to the LCCs and LCRs would apply
to any "small companies" wishing to leave che pool. However, the proposal
assumes thac Chese LECs would remain in che pool. *

1S6 Under the plan, LECs withdrawing from the pool would file cheir
individual common line tariffs on October 1, 1937, to be effective January
1, 1988.
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Vvl .

100. The Unity 1-A LTS fond i« designed to aupport LECs remaining
in che NECA pool, enabling them to charge a CCL race ac a level
approximately equal co che nationwide average charge chac would have existed
had all LECs been required Co remain in che exiscing common line pool.16?
Ail LECs chat elecc co withdraw from che pool will pay L"*.166 NECA will
calculate che annual LTS payments for che nonpooling LECs snd bill the-. on
a monthly vasis. 9 Transitional support payments from Che LCCs will assise
che LCRs chac withdraw from Che pool. Unicy 1-A proposes a four-year
transition period, wich Che amount of TRS payments decreasing 20Z each year
until Chcy are eliminated .160 As envisioned by Unity 1-A, che
post-transition common line pool members would .include only chose small LECs

157  NECA would be responsible for calculating the hypothetical CCL race.
The hypothetical CCL rate would be computed by dividing che revenue
requirement for Che carrier common line element by Che annual access minutes
of use for all incerscace or international services that use local exchange
switching facilities. This calculation would be based on the prior year
historical data submitted by the participating LECs in che NECA common line
tariff and data submitted by LECs Chat file their own common line Cariffs.

158 However, during .the transition period (between 1988 and 1992), only * ox
the LCCs will pay LTS, in addition to paying TRS.

159 As proposed, che yearly LTS is based on che difference becween'the
projected revenues for the poolers (based on che hypothetical Q0L race) and
che revenue requirements of che poolers. During che transition period, LCC
payments will be based on che percentage contribution of thac LEC in
relation co the other LCCs* in 1987. After che transition period, payments
will be based on Che ratio of a LEC'i access lines co che cotaL access

lines for ail those LECs not participating in che pool.

160 Under the Unity 1-A proposal, LCRs that choose in June 1987 to withdraw
from the NECA common line tariff would be provided TRS as follows: (1) 1988
— 80Z of cheir net receipts from the NECA pool in 1987, adjusted co reflect
Che $4.00 SLC proposed by che plan (1987 adjusted frozen amount); (2) 1989
— 60Z of che 1987 adjusted frozen amount; (3) 1990 -- 40Z of che 1987
adjusted frozen amount; (4) 1991 — 20Z of .he 1987 adjusted frozen amount.
TRS would be funded by LCCs withdrawing from che NECA tariff. For LCCs
withdrawing from chat tariff in 1987, TRS payments would be based on cheir
1987 pool contributions, adjusted to reflect the proposed $4.00 SLC and
revised CCL revenues. A LCC withdrawing from che pool after the* initial
election opportunity in 1987 would pay TRS based on che ratio of ics total
access lines to che total access lines of ocher LCCs paying TRS. See Joint

Comments at 20-22.
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that need che protection of risk sharing and ocher benefits of a pool
managed by NECA.

101. The sponsors of Unicy 1-A cice as Che benefits of cheir
proposal: (1) "price flexibility" for chose who opt ouc of che pool,
allowing cheo co be more responsive Co competition and the. needs of Cheir
own cuscomers and to combat bypass by secting access rates closer to cosc;
(2) elimination *£ Che currenc cransfer of funds, estimated by Unity I-A's
sponsors to be approximately $600 million, among cuscomers served by large
LECs; and (3) cosc, risk, and resource sharing for chose remaining in che
pool. Unity I-A's sponsors also claim chat cheir plan serves che universal
service objective by maintaining an NTS cosc pool and establishing an LTS
mechanism to supporc Chose "small" LECs chac need the benefits of che pool.

102. Commenting LECs generally supporc U:ity I-A's pooling
proposal because, they assert, ic would eliminate unnecessary supporc flows
among large companies, provide incentives for efficient operation, and allow
them Co price, switched access-closer Co the actual cost of service in their
regions*.”1 Supporters of che Unity 1-A proposal also claim that che
present pooling system is an anachronism and chac the subsidy mechanism
inherent in thac system creates a significant bypass chreac. Americech,
which traditionally has been a net contributor to the mandatory common line
pool, claims chat the present syscem requires g’nelonomic charges co
Americech customers of approximately $236 million Tn»1986. Two ocher net
concributors, Bell Atlantic and SNET, contend chat, theft- cuscomers pay $300
million and $25 million, respectively, to support telephone service in ocher
states. Smaller LECs also supporc che Unicy 1-A pooling structure. They
view the Unity 1-A package as consistent wich small LEC's needs and state
chac ic is "che besc framework in which to ensure universal service."162

161 While generally supporting Unity 1-A, Southwestern Bell expresses
concern chac Che mandatory longterm supporc obligations chat attach to LECs
withdrawing from che NECA pool may create an artificial incentive co remain
in the NECA pool for LECs with common line cost recovery requirements that
are higher chan thenacional average -- so-called "net recipients.”
According co Southwestern Bell, these LECs, which under Unicy 1-A must pay
LTS after che transition period ends, should noc be required co make such
payments if co do so would require them co charge a CCL race above.che NECA
pool CCL race. BellSouth states similar concerns.

162 See Letter from USTA Small Telephone Company Committee to Hark S.
fowler, Chairman, Federal Communications Commission (December 17, 1986); see
elso OPASTCO Comments at 2; Waitsfield-Fayscon, et al. Comments at 7.
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103. Among che LECs, only ALLTEL'And CP National oppose pooling
changes AC chit cime, maintaining chac price flexibility thouLd be explored
further within che presenc mandatory pooling requirement. CP National
expresses concern ChAC depooling vill lead Co coll race deaveraging. ALLTEL
end CP HACionAl Also rAise particular concerns wich certain ocher especcs
of che Unicy 1-A pooling proposal, such as how che proposal vill effecC Che
membership, control, and expenses of HECA, and how che LTS fund will be
adminiatered. ALLTEL.and CP Hacional suggest that che Commission seek
further comments on whether che Unicy 1-A'pooling proposal will actually
achieve che perceived benefits.

104. ALLTEL and CF National also argue chac, if che Unicy 1-A
proposal is adopted, withdrawal from Che common line pool should ba
permicced on a study area basis, racher chan required on a holding company
basis.*63 NYHEX ungues, in response, chac if che decision Co leave che pool
is not made on s holding company basis, companies vill leave cheir high
cost, less-comre:icive study areas in che pool. As a result, NYHEX argues,
che benefits of depooling would be lost because chere would be only minimal
reductions in intercompany funding transfers.

103. Responding co concerns that "deaveraging” CCL races will
result in incerscace coll race deaveraging,-6~ a number of LECs submit

1?3, In an ex parce presentation, CONTEL also argued chat withdrawal from
che NECA Cariff and pool should be permicced on a study area basis. See
Letter from Laurence P. Keller, Director, CONTEL Federal Regulatory
Department, co William J. Tricarico, Secretary, Federal Communications
Commission, filed December 29, 1986 (notice of ex parte presentation co
members of Federal Joinc Board staff).

164 At presenc, A~&T and many ocher IXCs charge geographically averaged
(i.e.. uniform nationwide) interstate coll races. Thac is noc to say, of
course, chac services provided becween che same poincs by different IXCs, or
pursuant to che various opcional calling plans offered by an individual IXC,
are charged at che same race. Cenerally, however, HTS and KTS-like calls in
che same mileage band are charged ac the same race throughout che councry.
Even chough LEC craffic-sensicive switched access charges and IXC network
operation coses may differ from area Co area, Chese variances have noc
proven to be so great as co provide IXCs a sufficient economic rationale
for deaveraging incerscace races.

The CCL race, which LECs assdss upon IXCs as one portion of che cocal
charge for providing switched access service, does noc currently differ
among LECs because mandatory participation by all LECs in Che NECA common
line tariff and pool results in a uniform nationwide CCL race. Due co
varying common line cosc recovery requiremencs among LECs, however, CCL
races would vary in che absence of pooling, particularly in rural and



Chat che chreac of inceracace coll race deaveraging ia insignificant under
Che Unicy 1-A pooling proposal. NYHEX maintains chat once che Unicy 1-A
plan is fully Lnplemenced, Che LTS fund would allow smaller LECs in Che pool
Co charge a CCL rate chat would noc exceed a non-pooler's effeccive CCL race
by more chan $.01 per ainuce of use, an aaounc chac would minimize any race
disparicies.'" Rochester argues chac deaveraging pressures resulting from
fairly small differences in CCL races probably are overstated, noting chac
even chough traffic-sensitive charges presently vary among LECs, AT&T has
noc deaveraged ics incerscace coll races.

*

106. The IXCs submitted only minimal comments regarding proposed
modifications Co Che presenc mandatory common line pool. AT&T did noce chac
if che exiscing pooling mechanism is eliminated or subscancially revised,
and IXCs are charged CCL races based upon che study-area-specific NTS coses
of individual LECs, ic may be forced co initiate cariff revisions reflecting
geographically deaveraged incerscace Coll races in response co race
deaveraging initiatives by ics competitors in che interexchange market.

107. Some scate commissions, including Chose in che Discricc of
Columbia, Illinois, Florida, and Pennsylvania, express supporc for che
general concept of modifying che currenc mandatory pooling mechanism.
Florida indicates chac a mandatory pool may be necessary only Co supporc a
high cosc fund. Pennsylvania suggests Chac all LECs should move coward
billing and collecting cheir actual coses over a reasonable period of cime.
Ocher stace commissions express concern chac depooling would harm universal
service and lead Co incerscace Coll race deaveraging, and question whether
depooling would remove bypass incentives* Missouri requests further study
of pooling alternatives, noting chat ic is noc necessarily opposed co
pooling changes but is concerned chac uniform incerscace coll races

continue.

108. As noced previously, Vermont advocates eliminating the
current mandatory common line pooling system.- Vermonc asserts chac chis
system is no longer relaced Co any rational purpose and should be "dissolved
wich no more chan a two year transition."l” Vermont proposes to replace

certain ocher areas of the country, where LEC common line cost recovery
requirements cend to be significancly higher chan che nacional average.
Several commenters expressed concern chac in an environment in which LECs
cariffed CCL races reflect dramatically different common line coses, IXCs
mighc deaverage cheir incerscace coll races, forcing subscribers in rural
and ocher high cosc areas co shoulder an inordinacely high common line cosc
recovery burden.

165 Vermont Comments ac 1-2.
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o' *eche presenc arrangement wish a restructured high cosc fund thac would be

used Co provide financial assistance co high cosc LECsfin rural areas and
Co encourage such LECs co modernize Cheir facilities T o qualify for
supporc a LEC would have Co have a composite index over 115X of a nacional
average index comprised of three equally weighted factors; (1) density; (2)
HTS costs; and (3) basic local service races.According Co Vermont,
its high cost fund would be "supported by (a] mandatory carrier common line
pool contributed to by all carriers and distributed to qualifying
companies."*®®

109. Vermonc claims thac elimination of che exiscing pooling
system would not necessarily resulc in incerscace coll race deaveraging.
For such deaveraging co occur, Vermonc states, two factors muse exisc.
First, access charges muse reflect higher Chan average coses. Second, "a
decision muse be made chac coses assigned to or collected from access
charges would noc be removed and placed in bas™c races to reduce access
charges ."169 Vermonc implies its restructured high cosc fund would
adequately address che results of che first faccor. |In addition, a
fundamental assumption urderlying the Vermont plan appears to be chac LECs
would be permicced to "choose" Co shifc to the incrascace jurisdiction coses
currently recovered Chrough incerscace access charges, and co recover such
coses chrough basic local exchange races.

110. State consumer counsels, consumer groups, and user groups
had no commence specifically directed Co pooling issues. Among government
agencies, both DOJ and NTIA supporc pooling modifications, wich NTIA
specifically endorsing che Unicy 1-A pooling proposal. DQJ and NTIA assert
chat pooling eliminates incentives for efficient operacions. NTIA also

166 Vermonc did noc propose a blueprint for che transition from che
exiscing pool arrangement to Vermont's restructured high cost fund.

167 The proposal also calls for "mandatory" contributions co supporc
various policies thac have been recommended by Chis Joinc Board and adopted
by che Commission, such es che scheduled transition co a 25 percenc basic
interstate allocation faccor for che jurisdictional separations of NTS
costs.

168 Vermonc Comments ac 5.
169 Id. at 11.
170 See id, aC 11-12. Vermonc also argues chat interstate coll races

already are deavereged on a de facto basis for a variety of reasons,
including the lack of equal access in certain areas. Id. at 13.
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maintain! that mandatory pooling ia becoming increasingly difficult to
reconcile-vith the development of competition in the industry.

B. Discussion

.111. As explained more fully below, ve conclude that continuation
.0f. the present mandatory nationwide pooling of common line costs and
revenue* .i* not necessary to attain the public interest benefits the
Commission sought to achieve in prescribing that arrangement. Ve also
conclude that increasing federal subscriber line charges, as ve are
recommending, will create enr opportunity to replace the existing system vith
a .less reatrictive arrangement, one that vill give LECs vithdraving from che
pool increased incentives for efficiency vhile preserving the benefits that
pooling provides to rural subscribers and others served by high coac LECs.
Of.' the. available alternatives, ve find that the Unity 1-A pooling framework,
.as-altered* and clarified belov, satisfies public interest requirements.
Therefore, we recommend that the Commission adopt and implement our proposed
’pooling modifications.

1. Background

> 1. *

\ 112.. From the 0id-1940's until the advent of access charges, most
LECs recovered the bulk of their interstate revenue requirement through a
"pooling", process administered by AT&T known as settlements and division of
revenues. This process sometimes was referred to as a "partnership"” because
it permitted LECs to achieve a uniform race of return on Cheir
investment. 171 It also helped AT&T maintain a nationwide average toll rate

171 The process vas the product of intra-corporate agreements within the
Bell System and inter-carrier agreements between AT&T and independent LECs.
The process entailed Che operation of a formula that enabled each LEC to
recover its expenses associated vith che provision of AT&T's major
incerscace services, primarily HTS and VATS, plus a return based upon each
LEC's percentage share of total investment associated vith these services.
Monies were transferred monthly co reflect che difference between che
"partnership" charges collected by each LEC and its share of coral LEC
revenues. The transfer process among Bell System Companies was called
"division of revenues." The transfer process berween AT&T and independent
LECs vas called "settlements." Ve refer to these processes in che singular
because they were designed co operate aa a single system chat produced che
same result for all participating companies. See HTS and VATS Harkec
Structure, Second Supplemental Notice of Inquiry and Proposed Rulemaking, 77
FCC 2d 224, 226-231 (1980)(Second Supplemental Notice).
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schedule.

113. In its proceeding examining the proper marken structure for
the offering of HTS and WATS services, the Commission determined that the
"partnership" prbcess, as it vas Chen structured, was inappropriate for the
competitive environment being fostered in interstate services. Accordingly,
the Commission proposed to eliminate the settlements and division of
revenues arrangement and replace it vith the access charge plan*, pursuant to
which the interstate cost assignment for LEC plant used u» the origination
and termination, of-interstate calls vould be recovered, by- tariffed
charges.172 ;

» - o -l -

114. When the- Commission outlined its presenc. access cO0SC
recovery framework —e in which switched access costs are recovered chrough
SLCs paid by end users and c collection of other rate elements -assessed- upon
IXCs, including a CCL element designed to.recover HTS cost- and
traffic-sensitive elements designed to recover costs of such LEC services
as end office switching and local transport — the Cosusission determined
that it was not appropriate to compel LEC participation in common tariff
and pooling arrangements for each of these rate elements. 17.3 ja reaching
this decision, the Commission observed that such arrangements would be
detrimental in certain respects because they would limit LEC flexibility to
achieve many of tha primary objectives of the access charge plan, namely,
efficient use of local networks, preservation of universal service, and
prevention of uneconomic bypass.17* Horeover, the Commission noted,, many
LECs did not want to participate in such arrangements because they.vould
result in cost/price distortions and would reduce cost containment

incentives.

P

115. Despite these concerns, the (fommission concluded that a
common tariff and pooling arrangement covering the CCL rate element was
necessary at that time because LEC-specific CCL races might generate

172  See id. at 232-237. The adoption of a system of tariffed-, charges for
che. recovery of LEC interstate costs ultimately became a mandated componenc
of the court-ordered divestiture by AT&T of its wholly-owned LECs, che Bell
Operating Companies. See United States v. AT&T, 552 F.Supp. 131 (D.D.C.
1982) (Modification of Final Judgment, MFJ), aff'd sub nom. Haryland v.

United Scaces, 460 U.S. 1001 (1983).

173 See Access Charge Order, supra note 4, at 326-330.
174 Id. at 281.

175 Id.
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significant pressures upon IXCa co deaverage interatata coll raCea. The
Commission identified a number of reaaona why a common tariff and pooling
arrangement would reduce deaveraging pressures.. Foremoat among them waa the
ability of auch an arrangement to level out otherwise substantial. CCL rate
disparities that would result from che varying coat recovery needs of LECa
with high and low Subscriber Plant Factors (or SPF),*7~ high *nd low coat
LECa, and LECa with different embedded inside wire and CPE coats.W? The
Commission also determined that a common tariff and pooling arrangement
would reduce Che administrative difficulty of calculating
premiun/non-premium access charge differencials that were intended to
off-set che lack of equal access for all IXCa to LEC facilities .178 The

176  The Subscriber Plant Faccor ia a basis for apportioning between state
and interstate jurisdictions Che cosc of each LEC's subscriber loop plant
used for switched services. 47 C.F.R. 8§ 67.2(b)(3)(iv). The use of chis
faccor for jurisdictional separations was recommended by the CC Docket No.
18866 Joint Board and adopted by the Commission in 1970. See Separations
Procedures, 26 FCC 2d 248 (1970). Acting upon the recommendation of the
CC Docket No. 80-286 Joint Board, the Commission in 1981 froze each LEC's
SPF and subsequently established a transition schedule Chat ultimately will
result in each LEC using 25 percent as a basic interstate allocation faccor
for purposes of che jurisdictional separation of NTS costs. See Amendment
of Parc 67 of Che Commission's Rules and Establishment of a Joinc Board,
Recommended Decision and Order, CC Docket No. 80-286, FCC 81-565, released
December 14, 1981, adopted by Commission 89 FCC 2d 1 (1982)(frozen SPF),
aff'd sub non. hCl Telecommunications Corp. v. FCC, 750 F.2d 135 (1984);
Amendment of Parc 67 of che Commission's Rules and Establishment of a Joint
Board, Second Recommended Decision and Order, 48 Fed. Reg. 46,556 (1983),

Commission, 96 FCC 2d 781 (1984)(transition to 25 jercent
incerscace allocation factor).

177 The access charge plan provided that che CCL charge would be che
vehicle for recovering LEC inside wire and embedded CPE costs, which were
being removed from LEC rate bases according to cransitionaL phase-down
schedules. See Access Charge Order, supra note 4, at 283-284; see also
infra note 181.

178 At the cime che access charge plan was adopted, premium access charges
were designed to reflect che "opportunity cosc" of preferred access
arrangements. Access Charge Order. 93 FCC 2d at 286-287. A compulsory
common line tariff and pool, the Commission nrted, made it possible to
compute chis "opportunity cost" on a nationwide, lump sum basis, rather chan
on Che basis of study areas, where differences in che quality of
interconnection varied widely from place-to-placc and from month-to-month.
Id. at 329.



Commission concluded chat coaoon tariff and pooling arrangements were
unnecessary for traffic-sensitive switched access charges because the design
of these rate elements and the separations methods for apportionment of
traffic-sensitive costs were unlikely to result in LEC races that varied so
widely as to cause interstate coll rate deaveraging.

-116. The establishment of a mandatory ta.riff and pooling
arrangement necessitated thac some, entity be created to replace AT&T in che
role of preparing the tariff and administering the. pool oa behalf of all
participating LECs.» Therefore, che Commission established NECA. The
Commission also observed that- che creation of-NECA was necessary to make Che
access charge plan work, because most LECs had never filed any kind of
incerscace tariff and many were noc prepared to do so. Even if the more
chan 1400 LECs in this category could file interstate access tariffs, che
Commission observed, it would be unable to review them in a meaningful

fashion.

2*. Analysis & Recommendations

117. The'initial decision to compel all LECs to participate in a
common tariff and pooling arrangement regarding the CCL rate element was
driven in large part by concerns that LEC-specific CCL charges might result
in deaveraged interstate toll rates. Although che Commission prescribed
mandatory pooling as a means of resolving chese concerns, ic recognized chat
Che effects of pooling are noc entirely beneficial. Aa noted in the access
charge proceeding, for example, pooling limits LEC cost recovery
flexibility, establishes economically inefficient cost/price distortions,
and reduces LEC incentives co contain costs. Moreover, as noted by
commenters in Chis proceeding, pooling may exacerbate uneconomic bypass
incentives in low cosc areas. In evaluating the pooling proposals- presented
to chis Joinc Board, therefore, we must determine whether che benefits
obcained chrough che currenc system still outweigh the costs imposed by chac
system.

118. It is clear thac the specific pressures that prompted
concerns that LEC-specific CCL rates might result in sharply deaveraged
interstate Coll rates vill be significantly diminished in the near future

for a number of reasons. Firsc, cosc recovery disparities between LECs wich
high and low SPFs are being reduced by che Commission's decision to adopt
our recommendation to move coward a 25Z basic interstate allocation factor
for purposes of che jurisdictional separations of NTS coses.*8° Second,

179 Id. at 332-333.

180 See Amendment of Part 67 of che Commission's Rules and Establishment
of a Joinc Board, CC Docket No. 80-286, Second Recommended Decision and

68 -



che transition schedule for che removal of embedded CPE from LEC rate bases
is largely completed, and the scheduled removal of inside wire is veil
underway.*81 Third, in light of subsequent changes in the method of
calculating theepremium/non-premium access charge differencial, the concerns
expressed about the difficulties of calculating: the "op ortunity cost" of
premium access arrangements never materialized.”*2

Order, 48 Fed. Reg. 46,556 (1983), adopted by Commission. 96 FCC 2d 781
(1984)."

181 In accordance vith the Commission's rules and nrders, LECs have been
phasing out their embedded CPE investment (Accounts 134 and 231) and relLated
expenses, frozen as of December 31, 1982, by 1/60 each month until such
investment and expenses are reduced to zero. See Amendment -of Parc 67 of che
Commission's Rules and Establishment of a Joint Board, CC Docket No.
80-286, Decision and Order, 89 FCC 2d 1, modified. 90 FCC 2d 52 (1982).
This schedule vill be completed at che end of 1987. See 1986 Annual Access
Tariff Order, Mimeo No. 1251, released December 24, 1986, at para. 25 (1986
Annual Access Tariff Order); 47 C.F.R. § 67.153. The amortization of
embedded inside wire vas ordered by che Commission in 1981. See Amendment
of Parc 31, 85 FCC 2d 818, 828-829 (1981). A staff analysis of 1985 data
submitted to che Commission by all LECs vith annual operating revenues in
excess of $1 million shows that, as of the end of 1986, scheduled
amortization is approximately 60 percent: completed. See Annual Reports Form
M filed December 31, 1985, at Schedule 14A (depreciation reserves). Based
upon an analysis of similar LEC data submitted to the Commission in 1986,
ve estimate thac the amortization of embedded inside wire will be more chan
90 percent completed by the end of 1989.

182 As noted previously, supra note 178, the Commission concluded in the
Access Charge Order that AT&T should be assessed a charge reflecting che
"opportunity cosc" of che premium access it. received from LECs. Upon
reconsideration of che Access Charge Order, che Commission concluded that a
more reasonable and accurate measure of che "opportunity cost" or value of
premium access would be achieved by providing IXCs receiving non-premium
access a discount of 55 percent applied to che CCL rate. See MIS and WATS
Harket Structure, on reconsideracion. 97 FCC 2d 682, 723-735 (1983).
Finally, after determining that an opportunity cost analysis was sound in
concept but imprecise in operation, Che Commission established a total
differencial for all relevant access elements based on the cocai
differencial produced by che Exchange Network Facilities for Interstate
Access (ENFIA) tariffs then in effect. See MIS and WATS Market Structure,
on further rieconsideracion. 97 FCC 2d 834, 852-063 (1984), aff'd in
principal part and remanded in part on ocher grounds. Nat'l Ass'n of
Regulatory Comm'rs v. F.C.C., 737 F.2d 1095 (D.C. Cir. 1984), cert, denied,
105 S. Ct. 1224, 1225 (1985).



119* A fourth, end very important, factor that should diminish
pressures to deaverage interstate toll rates is that the total aaounc of
comaon line UTS costs to be recovered chrough usage-based CCL rates vill be
reduced if the Commission adopts our recommendation to increase the ceiling
on interstate subscriber line charges,*83 This reduction is important
because the aggregate CCL revenue requirement, as manifest in the
indus try-wide CCL rate, reflects the degree of potential CCL rate
d.sparities Chat could occur in the absence of pooling. In 1984, for
example, che year in which the CCL rate first became effective, the
industry-vide rate was quite high — $.0324 per minute of uie.” Upon
implementation of che $3.50 subscriber line charge in 1989, however, che
average CCL rate (originating and terminating) is likely to be significantly
lower chan the 1984 rate — approximately $.02 per minute of u*e.18%
Therefore, although approximately 50 percent of the total incerscace
allocation of local exchange fixed costs will continue to be recovered from
IXCs even after our reeommeadetiona are implemented, Che effects of CCL
revenue requirement reductions, combined with the effects of the actions
discussed in'Che proceeding paragraph chat are steadily mitigating
cost-recovery disparities Among LECs, make it appear unlikely chac
LEC-specific CCL rates would generate, on an induscry basis, significant
pressures to deaverage interstate toll rates.

120. Against this background, ve find that the Commissio
prescription supporting che presenx common line tariff and pooling
arrangement is broader than is required to achieve the public incerest
benefits che Commission intended :0 secure by thac prescription. Moreover,

183 Recovering the costs of lifeline and high cosc assiscance programs
through flat-rate charges assessed on IXCs, as we recommend supra, also will
slightly reduce the CCL revenue requirement.

184 £££ NECA Tariff F.C.C. No. 1, effective May 24, 1984; see also
Investigation of Access and Divestiture Related Tariffs, CC Docket No.
78-72, Phase I, CC Docket No. 83-1145, Phase I, FCC 84-201, released May 15,

1984, at para. 79.

185 See NECA Pooling Data Request, Attachment C IIl, Column C, filed
September 2, 1986 (1989 industry-wide CCL rate estimated to be $.0167 per
minute of use). Ue are using an estimate of $.02 for the 1989 CCL rate, as
opposed to che NECA estimate of $.0167, because NECA's estimate is based
on a $4.00 subscriber line charge and has noc been adjusted to account for,
inter alia, growth or the stimulative effects of overall revenue requirement

reductions.
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ve conclude thee it ia uoc in che public interest to continue chac
arrangement aa currently structured, and that to do so vould present an
unnecessary impediment to che attainment of certain fundamental principles
of the access charge plan, particularly the promotion of incentives to
contain coats and the elimination of economically inefficient cost/price
distortions.

121. Our conclusion.that the existing arrangement is 1
comprehensive than necessary does not mean that it is unnecessary co
continue some form of common tariff and pooling arrangement in che future.
To Che contrary, depoolingparticularly precipitous depooling, could
adversely affect che telecommunications marketplace and cause hardship in
many areas of the country, for ratepayers and LECs alike. For example, even
vith the actions taken by chis Joint Board end the Commission in recenc
years to reduce cosc-'recovery differentials among LECs,' HTS loop costs vill
continue to vary, often significantly, from scudy-area-to-study-area and
from itace-to-statt.~" Absent some form of pooling and a long term
support arrangement among all LECa, chese variations might impose
inordinately high HTS cost recovery burdens on rural and other high coac
subscribers. Unlimited depooling might also presenc a barrier to entry inco
the interstate toll market by curtailing Che incentives and che ability of
nev entrants to establish ubiquitous, nationvide netvorks. Depooling
certainly vould eliminate the many significant benefits small LECs enjoy
under Che currenc systeti, including substantially reduced risks and a steady
incerscace return on investment. Finally, immediate depooling vould
create significant administrative difficulties for the hundreds of LECs chac
have never before filed interstate Cariffs, and for the Commission, which
would have to review them. Therefore, ve do noc recommend Chat che
exiscing, compulsory coeimon tariff and pooling arrangement be rescinded in
toto. We recommend instead that the current arrangement be replaced wich
one of a more flexible nature that preserves the public interest benefits
of the currenc arrangement and limits the Commission prescription to che
achievement of those benefits.

186  See HECA Submission of Current View of 1984 Universal Service Fund
Data, State Summary of lJnseparaced Revenue Requirement Per Loop, OC Docket
Ho. 80-286, filed September 2, 1986, ac Tab 3. According co chis data, for
example, average unseparated revenue requirement, per loop in Massachusetts
is $139.62, while in Arkansas the average unseparated revenue requirement is
$303.65.

187 See Regulation of Small Telephone Companies, Hocice of Proposed

Rulemaking, CC Docket Ho. 86-467, FCC 86-537 (released December 12, 1986)
(Small Carrier Regulation Order).
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VXS

122. Hone of Che various proposals- submitted for our
consideracioa is completely in harmony with our recommendation. We cannot
supporc che Bell Aclancic and New Jersey proposals because they contemplate,
essentially, an end Co all pooling in Che near future. Although Che
supporters of Chese proposals are correcC Chat an end Co pooling would
reduce uneconomic bypass incentives in certain areas of Che country and
increase economic efficiency, Che elimination of pooling could have adverse
consequences for ratepayers in rural and other high cost areas.

123. For several reasons, we also decline to recommend adoption
of the pooling modifications proposed by Vermont. First, although Vermonc
proposes to replace tha currenc'pooling arrangement with a restructured high
cost fund, Vermonc has- not provided sufficient detail about the nature or
operation of the restructured high cost fund to permit us to conclude that
it would be a reasonable replacement for che. current arrangement. Second,
and more importantly, it appears that a primary component of the plan's
method of preserving what we have identified as a major benefit of Che

currenc pooling arrangement — avoiding a situation in which inordinately
high interstate NTS cosc recovery burdens are placed on rural and other high
cost subscribers — is to grant LCCs the flexibility to shift costs between

interstate and intrastate jurisdictions, with accompanying adjustments to
interstate access and basic local service rates.*88  The provision of such
flexibility would require fundamental change in the current jurisdictional
mseparations process, a change Chat we do not believe is warranted and Chat
clearly is beyond che scope of che instant proceeding.

124. The Unity 1-A proposal also suffers from several
infirmities, but chese relate more to the details of Che proposal than to
ics design. The fundamental framework of the proposal — the phase-out of
regional fund transfers among LECs due to pooling, the establishment of LTS
funding for LECs reraining in the NECA CCL pool, and che opportunity to
provide LECs with NTS cosc recovery flexibility — is sound.

125. A major benefit of che limited pooling arrangement proposed
in Unity 1-A is the establishment of increased incentives for LECs
withdrawing from che NECA tariff to reduce costs and improve the efficiency
of cheir operations. Under che currenc pooling arrangemenc, che benefits
of a single LEC's efforts Co reduce coses or increase efficiency are shared
wich all-ocher LECs in che pool. Reducing che degrea of mandatory pooling
participation, on che ocher hand, cresCes incentives to introduce
efficiencies and cost-cutting measures because non-pooling LECs taking such
actions will be able co benefit from them directly, Chrough corresponding
reductions in cheir CCL charges. Limited pooling will also eliminate

188 See Vermonc Comments ac 11-12.
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compulLsory risk sharing among che LECs chac withdraw from Che NECA cariff,
as well as che Che approximacely $600 million supporc cransfer among che che
largesc LECs due co pooling. Hose of che LECs Chac Unicy 1-A represents
will wichdraw from che NECA cariff and pool in 1988 have more Chan 300,000
access lines and $150 mill." i in annual operating revenues. 9 ~o evidence
has been presented in chis proceeding, nor are we aware of any, chac would
provide a basis for concluding chac LECs of chis size face risks
sufficiently large chat Che public interest requires them co participate in
risk sharing (i.e.. pooling) arrangements. Horeover, as noted previously,
Che combination of actions already caken by che Commission ac our request,
and chose recommended herein, substantially reduce Che need co continue
pooling supporc transfers among chese LECs.

126. By establishing an incra-industry supporc mechanism enabling
LECs remaining in Che CCL pool Co charge a CCL rate no higher Chan Che rate
chac would prevail if mandatory pooling of all CCL costs were maintained,
che proposed Unicy 1-A framework also addresses concerns about che
pocencially adverse impacts of pooling modifications on rural and ocher
subscribers served by high cosc LECs. The adoption of Chis aspecc of Unicy

1-A is important because ic will ensure chac the benefits attained by
permitting certain LECs co wichdraw from Che existing pooling arrangement
will noc be outweighed by Che pocencially negative affects of such

withdrawals on ratepayers throughout che country, and particularly chose
ratepayers served by LECs chat continue co participate in che NECA CCL

tariff.1*0

127. In addition to ensuring chat rural and ocher high cosc
subscribers are shielded from inordinately high NTS cost recovery burdens,
che Unicy !-A long cerm supporc mechanism should prove to be an effective
bulwark against pressures co deaverage incerstace coll races. We note, for
example, that Che estimated 1993 CCL charge of LECs remaining in the common
line pool could be approximately $.01 per minute of use and, therefore,
cculd noc exceed che lowest possible non-pooled LEC CCL charge by more than
chac amount.This potential 1993 rate disparity is less chan exiscing
disparities among the LECs' traffic-sensitive charges, which have noc
produced incerstace coll rate ¢ e averaging . Horeover, it is unlikely

189 See infra note 197.

190 See supra para. 121.

191 NECA Pooling DacaRequest, Actachmenc C IIl, Comparative Oata
Analysis, Company Specific Stace by State Results, Year 1993, filed
September 2, 1986, at Column C.

192 For example, in October of 1986, thecombined craffic-sensicive



Chat significant pressure to deaverage interstate toll rates will result
from potential differences between the pooled NECA CCL rate and non-pooled
CCL rates higher than che NECA rate. This is so for several reasons.
First, smaller LECs wich cost recovery requirements sufficient Co produce
very high CCL rates have little incentive, for that very reason, to withdraw
from the-the NECA common line Cariff and pooling arrangement. Second, a
non-pooling .holding company with a mixture of high and low cost study areas
would be able to lower extreme CCL rate "peaks" among chese areas ay
tariffing a single,, averaged CCL rate covering some or all these areas, as
permitted by the Coemisaion's Buies.*93

S
128* Although the framework of the Unity 1-A pooling proposal is
sound, we believe, as noted above, that it should be modified in certain
respects. Before discussing our own recommendations in this regard, we
first, discuss several modifications suggested by parties commenting on che

proposal. -

129- The first suggestion raised by commenters is that upon
completion of the transitional supporc payment schedule, LECs chac have been
receiving transitional supporc be excused from long term supporc obligations
if payment of long term supporc requires them to charge a CCL race higher
chan the NECA CCL race. In our view, adopting this proposal would establish
an incentive for non-pooling LECs, particularly chose wich CCL races near
the NECA race, to increase cheir costs in an effort to qualify for relief
from.LTg payments. We have been provided no sound reason to establish such
an incentive, which runs counter co our goal of increasing LECslcost
containment incentives through pooLing modifications. Therefore, we reject
this suggestion.

+

130. The second, suggestion raised by cooinenters is chac LECs be
permitted to evaluate on a study-area-by-study-area basis whether to
participate in the modified NECA pooling arrangement we are proposing. Wk
reject Chis suggestion because it quite likely would caure LECs to wichdraw
only Cheir low cost study areas from the pool. This would result in mere

switched charges assessed upon IXCs per minute of use by Pacific Bell
totaled $.0353, while chose of lieu Jersey Bell totaled $.0191. These are
traffic-sensitive premium switched access rates, excluding Che CCL charge,
calculated per minute of use on Che basis of a ten mile transport. See
Pacific Bell Tariff Review Plan, Switched Access Bate Analysis, VolL. 1,
Section 5, filed October 3, 1986, at p.2, line 120; Bell Atlantic Tariff
Beview Plan, Switched Access Bate Analysis, Vol. 2, Section 5, file'd October
3, 1986, at line 120 (New Jersey Bell).
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administrative changes ia che current pooling arrangement, rather chan che
fundamental reforms that ve hope to achieve through our proposed structural
modifications, because Che long term support obligations of non-pooling low
cost LECs vould likely equal the contributions they vould make if they
remained in the pool. Permitting vichdraval from the pool on a study area
basis also might establish improper incentives relating to the allocation
of common costs betveen study areas remaining in the pool and those thac
are vithdravn. Therefore, ve recommend that the Commission adopt a
requirement that vichdraval from che pool be on an "all or nothing" basis.
Specifically, a LEC vithdraving one of its- study areas must vichdrav all
of them, and a regional holding company vithdraving one of ics LECs must
vichdrav them all.

131. We turn nov to our further recommendations for
che Unicy 1-A pooling proposal. Our primary concern relates co che proposed
Unity 1-A schedule for LEC vichdraval from the existing NECA cariff and
pooling arrangement. As noted previously, this proposed schedule vould
require LECs to announce on June 1, 1987, cheir intencion to file Cheir ovn
CCL tariffs on October 1, 1987, as part of the Commission's annual access
cariff revision process. These Cariffs vould have a scheduled effective
date of January 1, 1988, the date on vhich Unity 1-A contemplates chac che
ceiling on federal subscriber line charge cap vould be raised to $4.00.
Although LECs vould be permicced to vichdrav each year thereafter, che Unicy
1-A proposal makes-TRS payments available only to LECs vithdraving che firsc

year.

194 Fo!lowing che ctose of Che comment period, representatives of NRTA and
USTA (hereafter induscry representatives) presented to members of the
Federal Joint Board Staff a propose! amendment to Unity 1-A concerning che
impact of mergers and acquisitions on the pooling scatus of individual LECs.
See Nocice of Ex Parte Meeting between federal Joinc Board staff and Counsel
to NTRA and USTA, MTS and WATS Market Structure, Amendment of Parc 67 of
che Commission's Rules and Establishment of a Joint Board, CC Docket Nos.
78-72 and 80-286, filed January 14, 1937. Essentially, the proposed
amendment vould permit a non-pooling LEC thac acquires a LEC remaining in
the pool co decermine whether che acquired LEC vould continue to participate
in che NECA CCL cariff and pool. According co che industry representatives,
the primary purpose of che proposal is to maincain che marketability of
small LECs. Although ve are recommending chac che Commission Cake several
steps to ensure that the impact of our proposed pooling modifications does
noc adversely. affect small LECs, the record in chis proceeding is noc
sufficiently detailed to- permit us to recommend che adoption of chis
proposal, vhich no party has had an opportunity to comment on. Rather, we
recommend chat the proposal be examined and resolved in a separate
proceeding initiated by the Commission.

improvi



132. The proposed Unity 1-A schedule raises several problems.
First, the January 1, 1988 date proposed is Unity 1-A for implementing
pooling modifications was established to coincide with implementation of
Unity I-A's proposed increase in subscriber line charges to $4.00. Although
there is no persuasive evidence that a LEC's considerations about
withdrawing from the pool would be substantially altered due to the
difference'between the $4.00 ceiling proposed in Unity 1-A and our own
recommendation that subscriber line charges ultimately be raised to $3.30,
our prooosed schedule regarding increases will provide for only $2.60 of
subscriber line charge recovery as of January 1, 1988. This level of
subscriber line charge- recovery is not high 'enough to permit many LECs to
withdraw from the weca Cariff and pooling arrangement, including some of the
largest Lecs.193 Because Che goals we seek to achieve through our proposed
pooling modifications hinge upon the withdrawal of Che largest companies
from the NECA Cariff,196 ve recommend that such modifications be
implemented on April 1, 1989, tha date ue have proposed an increase in Che
ceiling on subscriber line charges to $3.30.

133. The second problem with the proposed Unity 1-A schedule is
che establishment of a single opportunity for LECs to announcing an
intention to withdraw and qualify to receive transitional support payments.
This may well place a significant and unreasonable burden upon all but Che
largest companies .197  Smaller companies Chat might wish to leave the pool

193  Among ocher reasons', a $2.60 subscriber line charge would require
certain LECs outside che HECA pool, particularly high cosc LECs, to cariff a
CCL race so high as to significantly exacerbate uneconomic bypass incentives
in cheir study areas, as well as threaten continued averaging of interstate

coll rates.

196 See supra para. 125. In making our recommendations regarding pooling
modifications, we are reLying upon Che representations made by Unicy I-A's
sponsors Chat the largest companies will withdraw from che NECA Common Line
cariff and pool. If che benefics we seek co obtain through pooling
modifications are substantively compromised «s a result of companies noc
acting as they have represented, we recommend that our proposals be
revisited.

197 Hast of Che LECs that Unity 1-A indicates will withdraw from che NECA
pool are operating companies within holding companies chat own or control
more chan 300,000 access lines and in excess of $150 million .in annual
operating revenues. Compare Joinc Comments at n. 19 with United States
Telephone Association, Telephone Statistics for che Year 1985, vol. 1, July
1986, at 8 (access lines and annual operating revenues of 100 largest
companies). For purposes of our discussions of podLing modifications, we
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do not enjoy che substantial sttff end related resources of che largesc
companies, end likely will need more Cime co evaluate Che implications for
chemselves end cheir cuscomers of withdrawing from che NECA tariff, es well
ei Co assemble end prepare che informecion necessary co file cheir own
cariffs wich che Commission. For Chese reasons, we recommend chac smaller
companies be given an addicional opporcunicy, in 1989 as well as in 1988,
co announce cheir incencion co wichdraw while scill qualifying for
Cransicional support.s°

134. Implementing our proposed pooling modifications in chis
cwo-scage process, beginning April 1, 1989, is also designed co alleviate
Che pocencially significant administrative burdens such implementation could
place on' che Commission.*99 If receipc of cransicional supporc is contingent
upon withdrawing from che pool on one particular .dace, as proposed in Unicy
1-A, all nec recipient LECs Chac seek co wichdraw from che pool will be
encouraged Co file cheir own CCL cariffs at Che same cime. Ue have
concluded chac a cwo-scage process for Chese carriers will significantly
ease Che administrative burden, vich few adverse consequences.

135. Even if che firsc filing of common line Cariff revisions
relating Co pooling modifications involves only che largesc LECs, the
Commission may have to review as many as 40 such tariffs, and potentially
many more, as a matter of firsC impression.200 Performing this review in a
meaningful manner would be difficult under any circumstances-. Ic would be
especially difficult if ic vere conducted in conjunction wich che
Commission's scheduled annual review of access cariff revisions,20” as

will refer to LECs meeting these criteria as che largesc companies and co
all other LECs as smaller companies.

198 Ue also recommend that smaller LECs announcing in 1989 their incencion
Co withdraw from the NECA Cariff be provided with four years of cransicional
supporc, commencing in 1990.

199 It is unlikely Chat our proposed pooling modifications will have any
significant impact on stace commissions, although a limited number of
changes may he required in states in which the presenc intrastace CCL race
is tied co che NECA CCL race.

200 The Commission will have to review 40 separate CCL rates'if all LECs
chac Unity I-A's sponsors predict will withdraw from che NECA cariff, see
supra note 196, chareafcer file cheir own CCL tariffs at che study area
level.

201 This review is conducted each year during the period from October 1
Chrough December 31. See 47 C.F.R, § 69.3(a).



proposed in Unity I**A Finally, Che establishment of an April 1, 1989,
effective date for implementation of pooling modifications permits us to
recommend that the date on v’ich LECs vill have their firsc opportunity to
announce their incencion to vichdrav from the NECA cariff occur during
August 1988. Tn 1989 and thereafter, ve recommend chat June be established
as che month in vhich NECA must be notified of a LEC's intention to
vichdrav.202

V1ll. Monitoring Program

136. Several significant steps are taken in chis Order in the
areas of NTS cost recovery and subscriber line charges, high cost
assiscance, lifeline assistance, and pooling of common line costs. While
ve viev che proposals presented in Chis Order as final reconaendaciocs, ve
also recognize our continuing responsibility to monitor Che impact of our
recommendations in the increasingly dynamic telecommunications environment.
Therefore, ve are recommending chat the Commission establish a corprehensive
monitoring program by Chis Joinc Board and che Commission to Crack the
impact of chis Recommended Decision and Order and Commission action on it.

137. We recommend that the Commission direct this Joinc Board to
issue in the near future a more complete order delineating the fraraevork
of, and schedule for, this monitoring program. Cenerally, ve recommend
chac Chis program include collection of data on the impact of subscriber
line charges. The Census Bureau's data on subscribership Levels presently
collected chrough the Current Population Survey should be enhanced vith data
designed to examine the effects of subscriber line charges on specific
population segments. The effectiveness of lifeline plans, both che existing

202 If che Commission adopts our recommendations relating to pooling
revisions, adjustments vill be necessary co che current Parc 69 rules
governing che administration of NECA and the operations of che Common Line
pool. Since the pooling modifications ve are recommending vill noc become
effective until April 1989, Chese adjustments need noc be made immediately.
We note thac the Commission already is considering various issues relating
to NECA's activities and administration. See Amendment and Clarification of
Part 69 Rules Coverning che Nacional Exchange Carrier Association,
Memorandum Opinion and Order and Notice of Proposed Rulemaking, CC Docket No
87-2, FCC 87-19, released Jan. 16, 1987.

203 The Joint Board Recommended Decision and Order on che monitoring
program should be released by May 10, 1987 in order to be in effect on June
1, 1987.
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subscriber Line charge weiver measures and Che proposed new service
commencement charge assistance measures, also should be analysed.
Additionally, reliable data on growth of necwork usage should also be
included in the monitoring program, as well as information and data on the
development of uneconomic bypass affecting che public switched necwork.
Honitoring che results of che retargeted high cosc assiscance mechanism
recommended in this Order also will help ascertain whether che supporc
provided through this program is providing effective assiscance Co cuscomers

in rural and ocher high cosc areas. Revisions to the pooling of CCL costs
and revenues, to be effective on April 1, 1989, will necessitate che
monitoring of. chose LCCs chat wichdraw from che NECA pooling and cariff
process, che dimensions of che LTS and TRS payments between che LECs,che
CCL revenue requirmencs for Che LECs Chat remain in che NECA pool, andche
economic pressures for IXCs co deaverage interstate coll races. Finally,
monitoring che races and revenues for basic local services, or ocher state
services and incerscace coll should also be included.

138. In order co ensure thac the monitoringprogram cakes inco
accounc all relevant factors, we further recommend chat an open record be
maintained in chis docket to allow for che filing of commencs at any cime
regarding the structure and effectiveness of che program. Finally, we
recommend Chat a series of reports based upon che daca collected chrough che
program be submitted co Congress and state regulators. These reports would
be prepared on a quarterly basis. In addition co chese reporcs, che members
of che Joinc Board and che Commission would conduce a 90-day scudy and
review of che impact of subscriber line charges prior Co che two final
increases in these charges in 1988 and 1989. Finally, we recommend chac che
Commission submit the results of chese reviews Co Congress and scace
regulators.

139. The recommendaciona contained herein have been analyzed wich
respecc to che Paperwork Reduction Act of 1980 and found Co impose a new or
modified information collection requirement on che public. Implemencacion
of any new or modified requirement will be subject Co approval by che Office
of Managemenc and Budget as prescribed by che Acc.

279 -
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IX. Ordering Clauae

ACCORDINGLY, Che Joint Boerd RECOMVENDS chac che Comoiaaion

140.
aCCached reviaiona co Pare* 67

adopt Che propoaala diacuaaed above and Che
and 69 of che Commiaaion's Rulea.20”

FEDERAL. COMMUNICATIONS COMMISSION
For Cha Federal-State Joinc Board

204 Thia recommendation ia adopcad purauanc to-Secciona 4(1), 4(j), 201,
202, 203, 203, 221, 403, and 410 of Che Coomunicaciona Act of 1934, aa
amended, 47 U.S.C. 88§ 154(i)-(j), 201, 202, 203, 205, 221, 403 and 410

(1986).



Appendix A

Lise of Parties Filing Commgnc« or Replies in the Reexamination Proceeding
L

Ad Hoc Telecoaxaunications Users Committee (Ad Hoc)

Ad Hoc Telecommunications Users Committee, Computer end Business Equipment
Manufacturers Association, Information Industry Association,
Tele-Communications Association (ADAPSO)

The State of Alaska (Alaska)

ALC Communications Corporation (ALC)

ALLTEL Corporation (ALLTEL)

American Association of Retired Persons (AARP)

American Petroleum Institute, Committee on Telecommunications (API)

American Telephone and Teletraph Company (AT&T)

Americech Operating Companies (Americech)

Arkansas'Public Service Commission (Arkansas)

Bell Atlantic Telephone Companies (Bell Atlantic)

BellSouth Corporation (BellSouth)

The Stace of California and the Public Ucilicies Commission of California
(California)

Central Telephone Company (Centel)

Cincinnati Bell Telephone Company (Cincinnati Bell)

Colorado Public Ucilities Commission Staff (Colorado)

Colorado Office of Consumer Counsel, Office of Consumers' Counsel of che
Stace of Ceorgia, and che Public Counsel Section of che Office of che
Attorney Ceneral of Washington State (Consumers' Counsels)

Communications Workers of America (CWA)

Concerned Citizens for Universal Service (CCUS)

Consumer federation of America (CFA)

Contel Corporation (Concel)

CP Nacional Corporation (CP Nacional)

Office of the People's Counsel of the District of Columbia

Public Service Commission of che District of Columbia (District of Columbia)

Florida Public Service Commission (Florida)

Cranixe State Telephone, Merrimack County Telephone Company, Fore Bend
Telephone Company and Elkhart Telephone Company (Independents)

CTE Service Corporation (CTOCs)

Idaho Public Utilities Commission (ldaho)

Illinois Coimierce Commission (lllinois)

International Communications Association (ICA)

Kansas Corporation Commission (Kansas)

Lsckiwaxen Telephone Company (Lackawaxcn)

MClI Telecommunications Corporation (MCI)

Michigan Public Service Commission Staff (Michigan)

Hissouri Public Service Commission (Hissouri)

Hountain States Telephone and Telegraph Company, Northwestern Bell Telephone



Company and Pacific Northwest Sell Telephone Company (US West)

Hacional Association of State Utility Consumer Advocates (NASUCA)

Nacional Exchange Carrier Association (NECA)

National Sural Telecom Association (NRTA)

National Rural Telecom  Asociacion, Hacional Telephone Cooperative
Association, Organization for che Protection and Advancement of Small
Telephone Companies and United States Telephone Association
(Joint Comments) t

Nacional Telecommunications and Information Administration (NTIA)

Nacional Telephone Cooperative Association (NTCA)

New Jersey Board of Public Utilities- (New Jersey)

New York State Consumer Protection Board e

New York State Department of Public Service (New York)'

New York Telephone Company and New England Telephone and Telegraph Company
(NYNEX)

Office of che Consumers' Counsel, State of Ohio (Ohio Consumers' Counsel)

Organization for che Protection and Advancement of Small Telephone Companies
(OPASTCO). :

Pacific Bell and Nevada Bell

Pennsylvania Public Utility Commission Staff (Pennsylvania)

Puerto Rico Telephone Company (Puerto Rico Telephone)

Rochester Telephone Corporation (Rochester)

Shenandoah Telephone Company (Shenandoah)

Southern New England Telephone Company (SNET)

Southwestern Bell Telephone Company (Southwestern Bell)

Public Utility Commission of Texas (Texas)

United Church of Christ Office of Communication' (UCCOC)

United States Department of Justice (DoJ)

United States Telecommunications Association (USTA)

United Telephone System, Inc. (United)

US Sprint Communications Company (US Sprint)

Vermonc Public Service Board (Vermonc)

Waitsfield-Fayscon Telephone Company (Waicsfield-Fayston)

Wisconsin State Telephone Association (Wisconsin)
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Appendix B

Proposed Parc 67 & Part 69 Rule Changes -«

Proposed Parc 67 Rule Changes

*

Submission  of Informacion by Che Nacional Exchange Carrier
Associacion

(a) On September 1 of each year after 1987, the Nacional Exchange

67.631

(a)

(b)

Carrier Associacion shall file vich the Commission che informacion
listed below. Information filed vith the Commission shall be
compiled from informacion provided Co Che Associacion by telephone
companies pursuant to § 67.611.

(1) The unseparated loop cosc for each study area and a
nationwide-average unseparated loop cost.

(2) The -annual amount of che high cosc expense adjustment for
each study area, and che tocal nationwide amount of the
expense adjustment.

(3) The dollar amount and percentage of Che increase in the
nationwide average unseparated loop cosc, as well as the
dollar amount and percentage increase for each study area,
for che previous 5 years, or Che number of years NECAhas
been receiving informacion under § 67.611, whichever is the
shorcer cime period.

Expense Adjustment

Until August 31, 1988, for scudy areas reporting 50,000 or fewer
working loops pursuant to § 67.611(a)(8), Che expense adjustment
(addicional interstate expense allocation) is equal to che sum of
Che following:

Until August 31, 1988, for scudy areas reporting more chan 50,000
working loops pursuant to 8 67.611(a)(8) che expense adjustment
(addicional incerscace expense allocation) is equal to che sum of
che following:



(c) Beginning September 1, 1988, for study areas reporting 200,000
or fever working loops pursuant to 8§ 67.611(a)(8), the expense
adjustment (additional interstate expense allocation) is equal
to the sum of the following:

(d)

(1)

&)

Sixty-five percent of the study area average unseparated loop
cost per working loop as calculated pursuant to 8§ 67.622(b)
in excess, of 115 percent of the national average for this
cost but not greater than 150 percenp of the national average
for this <cost as calculated pursuant to ) 67.622(a)
multiplied by the number of working loops reported in
8§ 67.611(a)(8) for the study area.

Seventy-five percent of the study area average unseparated
loop cost per working loop as calculated pursuant to
8" 67.662(b). in excess of 150 percent of the national average
for this cost as calculated pursuant to § 67.622(a)
multiplied by the number of working loops reported in
8§ 67.611(a)(8) for the study area.

Beginning September 1, 1988, for- study areas reporting more than
200,000 working loops pursuant to § .67.611(a)(8), the expense
adjustment (additional interstate expense allocation) is equal to
the sun of the following:

(1)

(2)

(3)

Ten percent ofthe study area average unseparated loop cost
per working loop as calculated pursuant to 8§ 67.622(b) in
excess of 115 percent of the national average for this cost
but not greater than 160 percent of the national average for
this cost as calculated pursuant to § 67.622(a) multiplied by
the number of working loops reported in § 67.611(a)(8) for
the study area.

Thirty percent of che scudy area average unseparated loop
cost per working loop as calculated pursuant co § 67.622(b)
in excess of 160 percent of the nacional average for chis
cost but noc greacer than 200 percent of che national average
for chis cost as calculated pursuant to § 67.622(a)
multiplier by che number of working Iloops reported in
§ 67.611(a)(8) for the study area.

Sixty percent of the study area average unseparated loop cost
per working loop as calculated pursuant to & 67.622(b) in
excess of 200 percent of che nacional average for chis cost
but noc greacer chan 250 percent of che nacional average for
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Chi* coac as calculated pursuant Co § 67.622(a) multiplied
by che number of working loop* reporced in § 67.611(a)(8) for
Che acudy area.

(4) Seventy-five percent of Che scudy area average unaeparaced
loop co*C per working loop, a* calculaced purauanc co
8§ 67.622(b) in excess of 2SO0 percenc of che nacional average
for chi* coac aa calculaced purauanc Co 8§ 67.622(a)
multiplied by Che number of working loops reporced in
*§ 67.611(a)(8) for Che atudy. area.

SubparC G - Lifeline Conneccion Aaaiacance Expenae Allocation

67.701 Ceneral

(a) The Lifeline Conneccion Aaaiacance Expenae portion of che
inceratate apportionment ahall conaiac of an expense adjuscmenc
computed in accordance with this SubparC. The expense adjuscmenc
will be added Co inceracace expenses and deducted from stace
expenses for eligible study areas as defined in Chis Subparc after
all ocher steps required by chis Parc have been completed.

(b) The expense adjuscmenc will be computed as provided in § 67.741.

DEFINITIONS

e
67.711 Lifeline Conneccion Aaaiacance

(a) For purposes of Chis Subparc, Lifeline Conneccion Assiscance shalLlL
describe Che following lifeline telephone assiscance for eligible
residential subscribers as defined in § 67.711(b):

(1) a reduction in che charges for commencing telephone service
assessed for a single telephone line per household ac che
principal place of residence; and/or

(2) a deferred schedule for paymenc of che charges assessed for
commencing service, for which che telephone company does noc
charge inceresc.

(b) In order Co be eligibLe for assistance, a residential subscriber
muse:

(1) bhave Ilived ac an address where chere has been no telephone
service for ac lease three months immediately prior co che



date that the assistance described in 88 67.711(e)(1) and/or
8 67.711(a)(2) is requested from the telephone company;

(2) nothave received assistance pursuant to 88 67.711(a)(1)
and/or 67.711(aK2) within the last two years, with receipt

» of such assistanceto be measured from the date of initiation
of the telephone aervice. for which assistance was provided;

(3) notbe a dependent for federal income tax purposes as defined
in 26 U.S.C. § 152 (1986) unless the subscriber is more than
60 years of age; and

(4) meet the requirements of a state established income test.

(c) Charges assessed for commencing service include any state tariffed
charges levied for connecting a subscriber to the network. These
charges do not include security deposit requirements.

TELEPHONE COVPANY ELIGIBILITY

67.721 Telephone Company Eligibility for Lifeline Connection
Assiscance Expense Allocation

(a) In order to be entitled to the addicional incerscace expense
adjustment described in chis Subpart a telephone company:

(1) must provide Lifeline Conneccion Assiscance as defined in
88 67.711(a)(1) and/or 67.711(a)(2) .to eligible subscribers
as defined in 8§ 67.711(b);

(2) shall verify chat subscribers meet the eligibility «criteria
set out in 88 67.711(b)(1)-(2) provided that:

(i) verificacion of subscriber eligibility by designated
state officials may be substituted for verificacion by
the telephone company;

(ii) if a state determines chat it is administratively or
economica.ly infeasible for <che stace or telephone
company to verify che eligibility «criteria described
in 88 67.711(b)(1)—2) when the necessary information
must be provided by a telephone company or agency
outside the state, or when chis determination is made
in ocher specified circumstances, self-certification of
chese criteria will be allowed;



(b)

731

(a)

(iii) if Che eligibility criteria described ia
88 67.711(b)(1)-(2) ere self-certified, the eligibility
criterion described in 8 67.711(b)(4) must be verified
by the state or by che telephone company;

(3) may accept self certification of the eligiblity criteria
described in 8§ 67.711(b)(3)—4>, except as provided in
§ 67.721(a)(2)(iii).

(4) shall file informacion  with .the Commission Secretary
demonstrating chac it is eligible for the additional
interstate expense adjustment.

The additional interstate expenae adjustment shall be effective as
soon as the Commission certifies that the state or local telephone
company s eligible for 'Che additional interstate expense
adjustment, the local exchange company files the data required
by 8§ 67.731 with che National Exchange Carrier Associacion, and
the relevant tariff provisions become effective.

DATA COLLECTION

Submission of informacion to the Nacional Exchange Carrier
Associacion.

In order to allow calculation of che lifeline expense adjuscmenc
each local telephone company wishing to receive the additional
incerscace expense allocation provided for in chis Subparc shall
provide the National Exchange Carrier Associacion established
pursuant to Part 69 of che Commission's rules wich the informacion
listed below for each of ics scudy areas. The informacion for
Che succeeding calendar year is co be filed wich che Associacion
on June 30th of each year after certification of rhe plan by che
Commission pursuant Co § 67.721(b). The informacion filed on June
30ch of each year will be used in che jurisdictional allocations
underlying the cost supporc daca for che access cariffs to be
filed che following October.

(1) an estimate of the number of eligible households vhich vill
receive che lifeline assiscance described in 8§ 67.711(a)(1)
pursuant to a lifeline assiscance program which has received
Commission certification.

(2) an estimate of the average discount on service commencement
charges to be provided co each subscriber, noc co exceed SO
percent of the charges for commencement of the same service
applicable co non-lifeline customers or $30.00, whichever s
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(b)

less;

(3) an estimate of the number of eligible subscribers which will
receive the lifeline assistance described in 8 67.711(a)(2).

(4) an estimate of the average deferred interest cost for each
subscriber, provided that:

(i) the deferred amount on which the cosc of interest shall
be calculated is noc to exceed $200.00; and

(ii) interest shall be applied only co amounts actually
outstanding, at the race for 10-year Treasury Bills . on
January 1 of each year, with the interest cate adjusted
only vith each filing.

In the event that this additional interstate expense allocation is
to .he in effect for a given scudy area for less than a full
calendar year, the carrier ia to submit the information described
in 88 67.731(a)(l)-(4) adjusted to reflect the number of
subscribers and Che relevant costs for the portion of che vyear
during which this expense adjustment will be in effect as part of
its § 67.721(a)(4) submission to the Commission. These data shall
be filed vith NECA at the same cime they are filed wich the
Commission

CALCULATION OF LIFELINE CONNECTION ASSISTANCE EXPENSE ADJUSTMENT

67.741 Expense Adjustment

(a)

The addicional interstate expense allocation shall be calculated
by adding che following: (1) che number of households provided
pursuant to 8§ 67.731(a)(1l) times che dollar amount provided
pursuant to 8§ 67.731(a)(2): and (2) the number of households
provided pursuant to 8§ 67.731(a)(3) times the dollar amounc
provided pursuant co § 67.731(a)(4).

(b) The expense adjuscmenc calculated pursuant to 8 67.741(a) shall be

adjusted each year to reflect <che ’actual number of lifeline
recipients'and the actual dollar amount of the benefits provided
to them in the previous year. |If che actual benefits provided in
a given calendar year exceed che estimated benefits for'chat year
calculated pursuant to § 67.741(a), this difference shall be added
to Che aaounc calculated pursuant to § 67.741(a) for che following
year. |If the actual benefits provided in a given vyear are less
Chan che estimated amounc for chat year calculaced pursuant co
8§ 67.741(a), this difference shall be subtracted from che amounc



calculated pursuant Co § 67.741(d) for Che following year.

(c) A pro-rata there of che expense adjustment calculaced pursuanc
Co § 67.741(a)-(b) shall be subCracced from Che incrascace
expenses for each accounc described below as calculaced pursuanc
co che preceding Subparcs of Parc 67 and added co che incerscace
expenses for each such account calculaced pursuanc co che
preceding Subparcs of Parc 67. The pro-raca sharefor each

accounc shall be calculaced by multiplying che cotal incerscace
expense adjuscmenc by che racioof Che unseparaced expenses for
Che accounc involved CoChe unseparaced expenses for all of che

accounts lisced below:

(1) Accounts 602.1-602.8 - Repairs of outside plant
(2) Accounc 603 - Test desk work

(3) Accounc 604 - Repairs of central Office equipmenc
(4) Account 645 - Local Commercial operations

(5) Accounts 662 - Revenue Accounting Expenses

Proposed Part 69 Rule Changes

* * * k% %

69.2 Definitions

* * * * *

(hh) Level | Contributors - Telephone companies chat are noc
associacion Common Line tariff participants, file their own Common
Line tariffs effective April 1, 1989, and had a Lower than average
Common Line revenue requirement per minute of us* in 1988 and Chua
were net contributors (i.e. had a negative net balance) to che
associacion Common Line pool in 1988.

(ii) Level I Receivers - Telephone companies Chac are not association
Common Line cariff participants, fiLe cheir own Common Line
tariffs effective April 1, 1989, and had a higher than average
Carrier Common Line revenue requirement per minute of use in 1988
and thus were net receivers (i.e. had a positive net balance)
from che associacion Common Line pool in 1988.



(i1

(kk)

(11)

(mm)

Level Il Coacribucors - A telephone company or group of affiliated
telephone companies vith fever than 300,000 access lines and less
than $150 million in annual operating revenues that .is noc an
associacion Common Line cariff participant, files its ovn Common
Line tariff effective .January 1, 1990, and that had a lover chan
average -Common Line revenue requirement per minute of use in 1988
and thus vas a net contributer (i.e., had a negative net balance)
to the association Common Line pool in 1988*

1
Level Il Receivers - A telephone* company or group of affiliated

.telephone companies vith fever than 300,000 access lines and less

Chan $150 million in annual operating revenues- chac is not an
associacion Common Line Cariff participant, files its ovn  Common
Line Cariff effective January 1, 1990, andthat had a higher chan
average Carrier Common Line revenue requirement per minute of use
in 1988 and thus vas a net receiver (i.e., had a positive net
balance) from che associacion Common Line pool in 1988.

"Long Term Supporc" (LTS) means funds provided by telephone
companies that are not associacion Common Line tariff participants
to associacion Common Line tariff participants. LTS enables
association Common Line tariff participantsto charge.a Carrier
Common Line (CCL) rate -equivalent to the CCL race that vould
result if all telephone companies participated in che association
Common Line cariff.

"Transitional Support"” (TRS) means funds provided by telephone
companies that are not associacion  Common Line cariff
participants, but were net contributors to che associacion Common
Line pool in 1988, to telephone companies that are noc associacion
Common Line Cariff participants and were net receivers from', .che
associacion Common Line pool in 1988.

69.3 Filing of access service cariffs

(e)

(e)

* * * X %

(1) Such a cariff must cross reference association charges for
the Carrier Coirxnon Line and End User Common Line element or
elements if such company or companies participate in cho
pooling of revenues and revenue requirements, for such
elements.

(9) A telephone company or group of affiliated telephone
companies chat elects to file ics own Common Line Cariff
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effeccive April If 1989 shall notify the association not
later then Auguct 30 of Che preceding year Chet ic will no
longer percicipece in che essociecion cariff. A telephone
company or group of affiliated telephone companies chac
elecci co file ics own Common Line cariff effective January
1, 1990, or thereafter pursuanc co Section 69.3(a), shall
notify Che associacion noc lecer Chan June 30 of che
preceding year thac it will no longer participate in che
associacion Cariff. A telephone coapany or' group of
affiliated telephone companies Chat elects co file ics own
Cosnon Line Cariff for one of ics study areas shall file ics
own Common Line tariff(s) for all of ics scudy areas.

69.4 Charges to be filed

(b) Except as provided in Subpart C of this Parc and in Section
69.4(c), the carrier's carrier charges for access service filed
wich Chis Commission shall include charges for each of the
following elements:

(¢) For all tariffs filed wich Chis Commission that become effective
after March 31, 1989,- che carrier's carrier charges for access
service shall include charges for each of che elements listed in
Section 69.4(b) and for each of the following elements:

(1) Universal Service Fund
(2) Lifeline Assistance

69.3 Persons to be assessed

(d) Beginning April 1, 1989, Universal Service Fund and Lifeline
Assistance charges shall be assessed upon all interexchange
carriers that wuse local exchange switching facilities for the
provision of interstate or foreign telecommunications services and
that have at least: (1) one percent of the total common Ilines
presubscribed to interexchange carriers in all scudy areas; or (2)
five percent of Che presubscribed lines in any study area and a
minimum of one thousand presubscribed lines in that study area.



.104 End user common line

(c) Except as provided in subsections 69.104(d)-(h), the single line
race or charge shall be computed by dividing one-twelfth of the
projected annual revenue requirement for the End User Connor Line
element by the projected average number of local exchange service
subscriber lines in use during such annual period.

(d) If che monthly charge computed in accordance with subsection
69 104(c) exceeds $6, the charge for each local exchange service
tuscriber line, except a residential line, a single-line business
line, or a line used for Centrex-CO service chat vas in place or on
order as of July 27, 1983, shall be $6.

(e) The monthly charge for each residential or single line business
local exchange service subscriber shall be the-charge computed in
accordance with subsection 69.104(c), or the relevant Cransicional
charge established in Section 69.203, whichever is lower.

(f) Except as provided in subsections 69*104(j.) and (k.), che charge
for each residential local exchange service subscriber line shall
be che same as che charge for each single line business local
exchange service subscriber line. ?

(g) A line shall be deemed to be a residential line if che subscriber
pays a race for such line chac is described as a residential race
in che local exchange service Cariff.

(h) A line shall be deemed to be a single line business line if che
subscriber pays a rate that is noc described as a residential rate
in ch local exchange service cariff and does noc obtain more than

one such line from a particular telephone company.

(i) The End User Common Line charge for each multi-party subscriber
.shall be assessed as if such subscriber had subscribed co

single-party service.

(j) The End User Common Line charge for a residential subscriber 'shall
be 50Z of che charge specified in subsections 69.104(c) and (d) if
che residential local exchange service race for such subscribers is
reduced by an equivalentamounc, provided that auch local exchange
service race reduction is based upon a means test chat is subject
to verificacion.



(k) (1)

(2)(i)

7he End User Common Line charge for residential aubacribera
nhall be reduced co the excenc of che acate aaaiacance aa
'ulculated in aubaeccion (k)(2) of Chia section, or waived in
full if Che atace aaaiacance -equala or exceeda Che
reaidencial End Uaer Common Line charge under che

. circuaacancea dcacribed below. In order Co qualify for chia

waiver, Che subscriber must be eligible for and receive
aaaiacance or benefica provided purauanc Co a narrowly
targecced telephone company lifeline aaaiacance program,
requiring verification of eligibility, -implemented by che
acace or local calephone company. A atace or local telephone
company viahing co implement chia End Uaer Common Line
reduction or waiver for ica aubacribera  ahall file
informacion wich Che Commission Secretary demonstrating chac
ica plan meeCs Che criteria sec out in chia aection and
ahoving Che amounc of acace assistance per subscriber as-
described in aubseccion (k)(2) of chis section. The
reduction or waiver of che End User Common Line charge ahall
be* available as soon aa che Commission certifies chac che
acace or local telephone plan satisfies che criteria sec ouc
in chis aubaeccion and che relevant cariff provisions become
effective.

The acace assistance per subscriber shall be equal co che
difference between che charges to be paid by che
participating subscrilers and chose co be paid by ocher
subscribers -for comparable monthly local exchange service,
aervice conneccions and customer deposits, except chat
benefica or assistance for conneccion charges and deposit
requirements may only be counted once annually. In order co
be included in calculating che state assiscance, such
benefits muse be for a single CeUohone Iline co che
household's principal residence.

(ii) The monthly acace assistance per participating subscriber

shall be calculaced by adding che amouncs calculated in
paragraphs (k)(2)(ii)(A) and (B) of chis section.

(A) The amount of <che monchly acace assiscance per

participating subscriber for local exchange service shall be
calculaced by dividing che annual difference between charges
paid by all participating subscribers for residential, local

exchange service and Che amounc which would have been charged
Co non-qualifying subscribers for comparable service by
twelve times Che number of subscribers participating in che
scace assiscance program. Estimates may be used when
historic data are noc available.
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€))

(or)

(B)The amounc of Che monthly state assiscance for service
conneccions and  customer ¢ deposits per parcicipacing
subscriber shall be calculated by determining -the annual
amounc of the reductions in Chese charges for participating
subscribers each year and dividing’ Chis amounc by twelve
times Che number of participating subscribers. Estimates may
be used when historic data are not available.

In conneccion wich che filing of access tariffs pursuanc to
mSection 69.3(a),-telephone- companies- shall calculate for che
associacion Cheir projected revenue requirement atcributable
Co che operation of Sections 69.104(j)-(k). The associacion
shall add such amounts co the Lifeline Assiscance revenue
requirement, bill and collect such amounCs from interexchange
carriers pursuanc to Sections 69.116-69.117, and distribute
the funds to qualifying telephone companies pursuant to
*Section-69.603(d).

No charge shall be assessed for any WATS access line.

105 Carrier Common Line

(a)

(b)

A charge thac is expressed in dollars and cents per access minute
of use shall be assessed upon all interexchange carriers that use
local exchange common line facilities for che provision of
incerscate'or foreign telecommunications services, except chac che
charge shall noc be assessed upon interexchange carriers co che
excenc they resell HIS or MTS-type services of ocher common
carriers (OCCs).

(1) The Carrier Common Line charge of associacion. Common Line
tariff participants shall be computed by dividing Che
projected Carrier Common Line revenue requirement of such
telephone companies, plus the projected Carrier -Comnon Line
revenue requirement of telephone companies that are noc
associacion Common Line cariff participants, by Che projecced
annual access minutes of wuse for all interstate and
international services chac use local exchange common line
facilities and are subject to charges under paragraph (a) of
this section. Each minute of use of any local exchange common
line by such services shall be counted for purposes of
* computing Chis charge. Telephone companies that -are noc
associacion Common Line cariff participants shall submit to
the Commission and to Che association whatever data the
Commission shall determine are necessary to calculate Chis
charge.
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(2) The Carrier Common Line charge(a) of telephone companies that
are not association Common Line tariff participants shall be
computed at the level of Carrier Common Line access element
aggregation selected by such telephone companies pursuant to
Section 69.3(e)(7). The charge for each such element shall
be computed by dividing the projected Carrier Common Line
revenue requirement by the projected annual access minutes
for all interstate or foreign services thac use local exchange
common line facilities related to such revenue requirement.

* * * * *

Universal Service Fund

Effective April 1, 1989:

(a)

(b)

(c)

A charge thac is expressed in dollars and cencs per line per month
shall be assessed upon all interexchange carriers that use local
exchange switching facilities for the provision of incerscace or
foreign telecommunications services and thac have at lease: (1)
one percent of the total common lines presubscribed to
interexchange carriers in all study areas; or (2) five percent of
che presubscribed lines in any study area and a minimum **fa*3ne
thousand presubscribed lines in chat study area. * .
The charge shall be computed by che associacion on a semi-annual
basis by dividing one-twelfth of che projected annual Universal
Service Fund revenue requirement by che total number 0? common
lines presubscribed to interexchange carriers defined in Section
69.116(a). The associacion shall bill and collect che charge, and
disburse associated revenue, on a monthly basis pursuanc to Section
69.603(c).

Telephone companies shall provide co theassociacion che data
necessary to compute che charge. These data shall include che
number of presubscribed common lines in each study area and Che
number of those lines associated with each interexchange carrier

serving chat scudy area. In a study area served by a single
interexchange carrier, all common lines shall be considered as
presubscribed to chat interexchange carrier. Information
concerning presubacribed common linesshall be filed wich che

association on June 30 and January 2 of each year, beginning on
June 30, 1988. Presubscribed cosmon line daca filed on June 30
shall be calculated as of December 31 of che preceding year, and
preaubscribed common line data filed on January 2 shall be
calculaced as of June 30 of the preceding yeari



69.117 Lifeline Assistance

Effective April 1, 1989:

(a)

(b)

(c)

69.202
69.203

(2)

A charge that is expressed in dollars and cents per line per month
shall be assessed upon all interexchange carriers that use local
exchange switching facilities for che provision of incerscace or
foreign telecommunications services and that have at least: (1)

one percent of che total common lines presubscribed co
interexchange carriers in all study areas; or (2) five percent of
the 'presubscribed lines in any scudy area and a minimum of one

thousand presubscribed lines in chat study area.

The charge shall be computed by che association on a- semi-annual
basis by dividing che sum of one-twelfth of the projected annual
Lifeline Assistance revenue requirement and one-cwelfth of che
projected annual revenue requirement calculated by all telephone
companies pursuanc to Section 69.104(1) by the number of common
lines presubscribed to interexchange carriers defined- in Section
69.117(a). The associacion shall bill and collect che charge, and
disburse associated revenue, on a monthly basis pursuant to Section
69.603(d).

Telephone companies shall provide to the association che data
necessary to compute Che charge. These data shall include che
number of presubscribed common lines in each study area and che
number of those lines associated with each interexchange serving
thac study area. |In a scudy area served by a single interexchange
carrier, all common lines shall be considered as presubscribed to
thac interexchange carrier. Information concerning presubscribed
cotnaon lines shall be filed wich chu association'on June 30 and
January 2 of each year, beginning on June 30, 1988. Presubscribed
common line data filed on June 30 shall be calculaced as of
December 31 of che preceding year, and presubscribed common line
data filed on January 2 shall be calculaced as of June 30 of che
preceding year.

Initial End UserCommon Line Charges DELETE
Transitional EndUser Common Line Charges

Except as provided in Sections 69.104 and- 69.204, che End User
Common Line <charge for single line business subscribers, t*ngle
line residential subscribers,, and multi-line residential
subscribers shall br che lesser of che charge computed in Section
69.104(c) or $2 per line per month until Hay 31, 1987;$2.60 per
liiit per mooch during che period from June 1, 1987 through August

31, 19C8; pe*. prv  month during che period from



September i, 1988 chrough March 31, 1989; and $3.30 per mooch
thereafter.. " .o

(b) The End User Common Line charge for each subscriber line used for
Centrex-CO service that was in place or on order as of July 27,
1983, shall be the lesser of the charge computed in Section
69.104(c) or $3 per iineper month until May 31, 1987; $4 per line
per month during the period'from June 1, 1987 through August 31,
1988; $3 per line per month for the period from September 1, 1988
Chrough March 31, 1988; and $6 per line per month thereafter.

(c) No charge shall be assessed for any WATS access line.
* * * * *

*

69.207' Interim, Carrier Common ’Line.Charges

Notwithstanding Sections 69.203 and 69*203, Che cransicional premium charges
for Che Carrier Common Line element shall be computed in accordance with
this section during the period commencing June 1, 1986, and concluding
August 31, 1988. For purposes of this section, the term "open end" of
call refers to the origination or termination of a call that utilizes
exchange carrier cosnon line plant. (A call can have no, one, or two open
ends). The transitional premium charges for the Carrier Common Line element
shall be expressed in dollars and cents per access minute. The charge shall
be 4.33 cents per premium minute for: (i) All terminating premium minutes
on calls vith two open ends (e.g., an HTS or OCC MTS-type call); and (ii)

all  WATS-type or FX calls. For purposes of <chis section, che term
"originating-ll minutes" refers co originating minutes on calls with two
open ends. The charge on premium originating-Il minutes shall be computed

by subtracting the sum of the projected revenues generated from (i) che 4.33
cents per minute premium charge described above and (ii) che corresponding
non-premium charge, from <che carrier common line revenue requirement and
dividing che remainder by the sum of che projected premium originating-II
minutes and a number equal co .43 multiplied by che projected non-premium

originating-Il minuces. For purposes of this section, if che calculations
described above result in a negative per minute charge on originacing-lI
minuces, such charge shall be adjusced to equal .00 <cents, and che

charge of 4.33 cents on terminating minuces shalL be Jlowered accordingly.

* * * * *

69.410 Ocher Expenses



69.604 Billing and Collection of Access Charges

(a) Telephone companies shall bill and <collect all access charges
except chose charges specified in Sections 69.116 and 69.117.

*-***

69.60S Reporting and Distribution of Pool Access Revenues

(a) Access revenues and cost data shall be reported by participants in
association tariffs to the association for computation of monthly
pool revenues distributions in accordance with this Subparc.

* Hr *
69.612 Long Term and Transitional Support

A telephonecompany chac does noc participate in Che association Common Line
Cariff shall have computed by che associacion:

(a) Long Term Supporc Obligation

The Long Term Support payment obligation of telephone company
that are noc associacion Common Line Cariff participants shall se
equivalent cc che difference between the projected Carrier Common
Line revenue requirement of association Common Line cariff
participants and che ©projected revenue recovered by che
associacion Carrier Common Line charge as calculaced pursuanc co
. Section 69.10SCh)<1).

(1) For che period from April 1, 1989 Chrough March 31, 1994,
Che Long Term Supporc payment obligation shall befunded by
all telephone companies Chat are not associacion Coamon Line
cariff participants and do noc receive transitional supporc
pursuanc to subsection 69.612(b). The percentage of che
totalL annual Long Term Supporc requirement paid by each
telephone company in chis group chat is not a Level | or
Level 1l Contributor shall equal che number of its common
lines divided by the total number of common lines of all
telephone companies, paying Long Term Supporc. The remaining
amounc of Long Term Supporc requirement shall be allocated
among Level | and Level Il Contributors based upon che amount
of each Level | and Level Il Contributor's 1988'contributions
to che association Common Line pool in relation to the total
amounc of 1988 Common Line pool contributions of all other
Level I and Level Il Contributors. Tha association shall
inform tr :h telephone company about its mandatory Long Term
Supporc obligation within a reasonable cime prior <co the



(2)

filing of each telephone company'* annual Common Lind cariff
revisions or ocher similar filing ordered By the Commission.
Such amounts shall represent a negative net balance due to
the association that it shall bill, collect, and distribute

e pursuant to Section 69.603(e).

Beginning April 1, 1994, and thereafter, the Long Term
Support payment obligation shall be funded by each 'telephone
company that files its ovn Carrier Common Line tariff and
does not receive transitional' support. The percentage of
the total annual Long Term Support requirement paid'by each
of these companies shall equal the number of its common lines
divided by the total number of cpmmon lines of all telephone
companies paying Long Term Support. The association shall
inform each telephone company about its mandatory Long Term
Support obligation vithin a 'reasonable time prior to che
filing of each telephone company's annual Common Line cariff
revisions of other similar filing ordered by the Commission.
Such amounts shall represent a negative net balance due to
che associacion thac it ahall bill, collect, and distribute
pursuanc to Section 69.603(f).

(b) Transitional Supporc

(1)

(2)

Telephone Companies categorized as Level |1 and Level 11
Receivers chat file cheir own Common Line tariffs effective
April 1, 1989 shall receive Transitional Support for a four
year period commencing April 1, 1989. Level Il Receivers chat
file cheir ovn Common Line Cariffs effective January |, 1990
shall receive Transitional Supporc for a four year period
commencing January 1, 1990. Transitional Support for each of
chese telephone companies shall be computed on. che basis of
its net revenues less revenue requirement amouncs for 1988
(adjusted .'or Che addicional revenues resulting from an
increase in End User Common line charges to $3.30)
Transitional Supporc for chese telephone companies during che
transition period shall be as follows:

Tear 1 - 801 of che adjusted 1987 frozen amounc
Year 2 - 60Z of the adjusted 1987 frozen amount
Year 3 - 40Z of Che adjusted 1987 frozen amount
Year 4 - 20Z of che adjusted 1987 frozen amounc

For che period from April 1, 1989 through December 31, 1994,
the Transitional Supporc Fund shall be funded by all
telephone companies or groups of affiliated telephone
companies chac are not association Common Line cariff



participants nnd do not qualify under Section 69.612(b)(1)
for Transitional Supporc payments. The percentage of the
total annual Transitional Support requirement paid by each
telephone company or group of affiliated telephone companies
mreting this definition that is not a Level .1 or Level I
Contributor shall equal the number of its- common lines
divided by Che total number of comcron lines of alL companies
paying Transitional Support. The percentage of the remaining

Transitional Support requirement shall be allocated among
LeveL I and Level Il Contributors based upon the amount of
each-Level | and Level Il Contributor*s 1988 contributions to
the association Common Line Pool in relation to Che total
amount of 1988 Common Line pool contributions of all ocher
Level | and' Level Il Contributors. The Association shall
inform each Level | and Level Il Contributor about its

mandatory Transitional Support payment within a reasonable
time prior to the filing of each telephone company's annual
Common Line tariff revisions or other similar filing ordered
by the Commission. Such amounts shall represent a negative
net balance due Che association from Level | and Level 11
Contributors Chat the associacion shall bill, collect, and
distribute pursuant to Section 69.603(f).



HB 23 - "Lifeline™ Telephone Service

* Federal Program is called LINKUP AMERICA.

A. Feds will pay one-half the phone installation charge
up to $30 ... not more than once every two years per family.

B. The local phone company can then allow its customer to
pay off the remaining one-half installation fee over a two
year period ... the Feds pay the interest charge.

C. The Feds will pay the local phone company 100% of the
subscriber line charge ... now $2/month, 1increasing to
$3.50/month within two years.

* The money to pay for LINKUP AMERICA will come from a surcharge
placed on large, long distance phone companies ... will probably
amount to about one cent/call.

- Alascom is already heavily subsidized by AT&T and lower
"48 ratepayers, and therefore Alaska rate payers won"t notice
the surcharge.
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Furlfier background information
appeared in EPA's tentative
determination (Vol. 50, No. 222, FR
47071, November 14.1985). Along with
the tentative determination, EPA
announced the availability of the
Territory’s application for public
comment and a hearing was scheduled.
The public hearing was not held as
scheduled on December 19,1985 since
neither EPA nor the Territory received
significant interest in holding the
hearing. Therefore, EPA has determined
that the Territory's hazardous waste
program satisfies all necessary
requirements for Final Authorization.

Decision

I conclude that the Territory’s
application for Final Authorization
meets all of the statutory and regulatory
requirements established by RCRA.
Accordingly, the Territory of Guam is
granted Final Authorization to operate
its hazardous waste program subject to
the limitations on ilB authority imposed
by the Hazardous and Solid W aste
Amendments of 1984 (Pub. L. 98-816,
November 8.1984) (HSWA). This means
that the Territory of Guam now has the
responsibility for permitting treatment,
storage and disposal facilities within its
borders and carrying out the other
aspects of the RCRA program. The
Territory of Guam also has primary
enforcement responsibility, although
EPA retains the right to conduct
inspections and request information
under Section 3007 of RCRA. to take
enforcement actions under sect’ons
3008. 3013 and 7003 of RCRA and to
enforce certain provisions of Territorial
law.

Prior to the Hazardous and Solid
Waste Amendments (HSWA). a State
with Final Authorization would have
administered its hazardous waste
program entirely in lieu of the EPA.
EPA's regulations no longer applied in
the authorized State, and EPA could not
issue permits for any facilities the State
was not authorized to permit.

In contrast, under section 3008(g) of
RCRA. 42 U.S.C. 6920(g). the new
requirements and prohibitions imposed
by IThe HSWA lake effect in authorized
Stales at the same time as they take
effect in non-aulhorized Stales. EPA is
directed to curry out those requirements
and prohibitions in authorized States,
including the issuance of full or partial
permits, until the State is granted
authorization to do so.

As a result of the HSWA, there will be
a dual Territorial/Federal regulatory
program in Guam after final
authorization. To the extent the
Territorial program is unaffected by the
HSWA, tho Territorial program will

S-0749V9 OOII(O0OXIO-JAN-»6-t0;34:54)

operate in lieu of the Federal program. If
the HSW A-related provisions are more
stringent than Guam's, EPA will
administer and enforce the portions of
the HSWA In Guam until the Territory
receives authorization to do so. Among
other things, this will entail the issuance
of Federal RCRA permits for those areas
in which the Territory is not yet
authorized. Once Guam is authorized to
implement a HSWA requirement or
prohibition, the Territorial program in
that area will operate in lieu of the
Federal program. Guam is not being
authorized now for any requirement
implementing the HSWA. Until that time
the Territory will assist EPA's
implementation of the HSWA under a
Cooperative Agreement. Any Territorial
requirement that is more stringent than
a HSWA provision remains in effect. For
example, if Guam had more specific
requirements for treatment facilities,
they must comply with the more
stringent Territorial requirements.

The Territorial program does not
include jurisdiction over Indian Lands,
because there are no Indian Lands in
Guam.

EPA has published a Federal Register
notice that explains in detail the HSWA
and its effect on authorized States. That
notice was published at 50 FR 28702-
28755. July 15,1985.

Compliance With Executivo Order 12291

The Office of Management Budget
(OMB) has exempted this rule from the
requirements of Section 3 of Executive
Order 12291.

Certification Under the Regulatory
Flexibility Act

Pursuant to the provisions of 5 U.S.C.
605 (b), | hereby certify that this
authorization will not have a significant
economic impact on a substantial
number of small entities. This
authorization effectively suspends the
applicability of certain Federal
regulations in favor of Guam's program,
thereby eliminating duplicative
requirements for handlers of hazardous
waste in the Territory. It does not
impose any burdens on small entities.
This rule therefore, docs not require a
eregulatory flexibility analysis.

Authority

Thi- tice is issue under the
t utho rSections 2002(a), 3006, and
7004(bj oi. e Solid Waste Disposal Act
as amended by the Resource
Conservation and Recovery Act of 1976,
os amended, 42 U.S.C. 8912(a), 6928, and
0974(b).

F4700 rov. 6-14-85

List of Subjects In 40 CFR Part 271 .

Administrative practice and
procedure. Confidential business
information, Hazardous materials
transportation, Hazardous waste, Indian
lands. Intergovernmental relations,
Penalties, Reporting and recordkeeping
requirements, Water pollution control,
W ater supply.

Dated: December 12,1085.
Judith E. Ayres
Regional Administrator
(FR Doc. 86-688 Filed 1-10-88; 8:45 amj
BILLINO 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: Federal Communications
Commission.

action: Final rule.

SUMMARY: In the above-mentioned
Decision and Order, the Commission
adopted the recommendations of the
Federal-State Joint Board regarding
broader lifeline measures to aid low
income households in affording
telephone service. Under the approach
recommended by the Joint Board, the
Commission would provide matching
assistance up to the full amount of the
subscriber line charges for subscribers
receiving benefits under a qualifying
state or local telephone company
assistance plan. The Commission took
this action to provide the states and
local telephone companies with
additional incentive to implement local
lifeline assistance programs. This
program will promote telephone
subscribership among low income
groups.

EFFECTIVE date: February 3.1988.

address: Federal Communications
Commission. Washington. DC 20554.

FOR FURTHER INFORMATION CONTACT:
Margot Bester or Claudia Pabo,
Common Carrier Bureau (202) 632-6363.

SUPPLEMENTARY INFORMATION:

List of Subjocts In 47 CFR Part 69

Communications common carriers,
Telephone.

Decision and Order

In the Matter of MTS and WATS Market
Structure, Amendment of Part 07 of the
Comminlon'i Rules and Establishment of e



1372

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, 1adopted October 11,1985, the
Federal-State Joint Board in this
proceeding recommended that the
Commission implement federal lifeline
assistance measures to assist low
income households in affording
telephone service. Unoir the approach
recommended by the Joint Board, the
Commission would provide matching
assistance, up to the full amount of the
subscriber line charge, for subscribers
receiving benefits under a qualifying
state and local telephone company
assistance plan. Based upon the record
and the Joint Board's analysis in its
Recommended Decision we are
endorsing and adopting its
recommendation. We believe that
implementation of this program will
provide the states and local telephone
companies with a strong incentive to
implement local lifeline assistance
programs, and promote telephone
subscribership among low income
groups.

B. Background

2. The preservation of universal
telephane service has been one of the
Commission's long-standing goals in the
MTS and WATS Market Structure
proceeding, CC Docket No. 7s-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
mandafory 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,3We
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
concernmg this mutter. We subsequently
asked the Joint Board in CC Docket No.
80-288, Amendment of part 67 of the
Commission's Rules, .0 pPrepare
recommendations concerning lifeline

18/75 and WA TSMarket Structure nnd
AmendmentofPart07ofthe Commission's Rules.
Dock* 1 No*. 70-72 and 80-286. FéC No. 63-639.
(retailed December V. IMA).
*93 FCC 2d 241 (1063).
mCC Dock#l No. 70- 7249 FR 7810 (March 2.1964).

assistance.4The Joint Board
recommended that the Commission
implement the equivalent of a waiver of
the subscriber line charge for low
income households, and proceed with on
expedited study of broader lifeline
assistance measures.9In our December
1984 Decision and Order,* we adopted
the Joint Board's recommendations and
directed the Joint Board to begin a study
of broader assistance measures. The
Joint Board released an Order Inviting
Comments on March 29,1985.71t
subsequently concluded that additional
information was necessary in order to
resolve this matter, and issued nn Order
Inviting Further Comments on July 28.
1085.*

Il. Joint Board Recommendation

3. The Joint Board found that
telephone subscribership levels have
remained stable in recent years, nnd
should remain stable or increase in the
future. This conclusion was based on
Census Bureau data showing telephone
subscribership levels. Department of
Labor data concerning the rate of
increase in local telephone rates, data
on pending state rate increase requests,
and previous Commission studies of the
effect of federal policies on local rate
levels, in addition to the information
contained in the comments.® At the
same time, the Joint Board recognized
that telephone subscribership is below
average in the lowest income groups. In
order to assist low income households in
affording telephone service during this
period of rapid change in the telephone
industry, the Joint Boerd recommended
that we adopt a federal lifeline
assistance program to supplement the
benefits provided under qualifying state

*Further Notice of Proposed Rulemaking. CC
Docket No*. 76-72 and 60-286.49 FR 16318 (April 20.
1964).

*Recogmmended and Decision and Order, CC

ocket BJO*. 76-72 and 80-280.49 FR 48325

ECeMDOEr 12.1984).

*CC Docket No*. 78-72 and 00-286, 50 FR 939
(January 6.1065).

*CC Docket No*. 78-72 and 60-266. 50 FR 14727
(April 15.1965). Thl* Order requeited comment* on
four hBiic taium: (1) The proper itate and federal
role* in Implementing lifeline aiilitancc meaaure*:
(2) criteria for determining eligibility for auch
eefinance: (3) the type of lifeline telephone lervice
which thould be made available to eligible
aubicribere: and (4) lhe mechanlim for funding
theie meaaure™.

*CC Docket No*. 78-72 and 80-286. 50 FK 31736
(Auguat n, 1963). In thl* Order, the joint Board aiked
Interested panic* to comment on: (t) The type* of
eervici- offering* and anlttance program™* currently
available to low Income household*; (2) telephone
eubicripl on level* and loll mage by low Income
homehol Ji: and (3) the need for and/or appropriate
level of federal funding for auch aniitanc*
programs.

*See Recommended Decision and Order. CC
Docket No*. 76-72 and 60-260 FCa€ No. 65-639 at
para*. 26-33. (released D*c«mbtr9.1963).
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or local telephone company lifeline
service offeringo.

4. The Joint Board recommended that
federal assistance be provided through a
waiver of the subscriber line charge, up
to the amount of the state funded
assistance provided for participating
households under highly targeted lifeline
assistance programs, for example, those
providing benefits to individuals who
receive Supplemental Security Income
(SSI) or Aid to Families with Dependent
Children (AFDC). The Joint Board also
recommended that qualifying state or
local telephone company programs be
required to provide for verification of
eligibility. Federal assistance would be
available for a single telephone line for
the principal residence of eligible
households. Under the Joint Board
proposal, the state contribution subject
to matching federal assistance would
include reduced rates for local telephone
service, reduced connection charges or
customer deposit requirements. State
funding would be derived from any
intrastate source. State or local
telephone company lifeline programs
which do not meet these critieria would
not be eligible for this federal
assistance. No showing of actual or
imminent declines in telephone
subscribership levels would be required
as a precondition to receiving federal
assistance, however.

5. The Joint Board also recommended
that states and iocal telephone
companies seeking i obtain
supplemental federal assistance for their
subscribers be required to submit
information to the Commission
demonstrating that their plans meets
these criteria. The Joint Board
recommended that the Chief. Common
Carrier Bureau be given delegated
authority to act on these lifeline plans to
facilitate implementation.10Assistance
would be available as soon as the
Bureau certifies that the plan satisfies
the federal guidelines and the necessary
tariff revisions become effective. In
addition, the Joint Board's recommended
that the Commission require
participating states to monitor the
effectiveness of lifeline progrums and
provide the Joint Board and tho
Commission with annual reports
concerning certain aspects of their
plana.LThe Joint Board further

"The |oin! Board recommended that it prepare a
recommitndallon thould mparly (ark Commitilun
review of « Bureau Chiefdeciilon not to approve
supplemental eeilstence.

"The** reporta would Include a description of
tha estlalance measure*, the coit of Ihe program,
th* number of houeeholde taking advantage of thp
program. e+ well ai Information on lhe number of

ConUnuml
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recommended that Itreview the
effectiveness of the federal lifeline
assistance program in conjunction with
its review of subscriber line charges,
scheduled to Legin in late 1986.

[1l. Discussion

0. The Commission hereby adopts the

Joint Board's recommendation for the
implementation of o federal lifeline
assistance program. We also adopt the
Joint Board's reasoning in support of its
recommendation as our own. The
information in this proceeding
demonstrates that telephone
subscribership levels have remained
stable in recent years and will remain
stable or increase in the future. The
April 1980 Census showed that 92.9
percent of households in the United
States subscribed to telephone service.
Census Bureau data for April 1983, prior
to the AT&T divestiture and the
implementation of subscriber line
charges, showed that 91.9 percent of
hruseholds subscribed to telephone
r.ervice. A Census Bureau survey of
58.000 households which has been
conducted in March, July and November
of each year since November, 1983
demonstrates that telephone
subscribership levels have remained
stable."The Census Bureau survey dote
for November, 1983 showed that 91.4
percent of American households had a
telephone in their home.11The survey
data for July 1985 showed that 91.8
percent of households had a telephone
in lhe home."This data also showed
that telephone subscribership levels
have remained stable omong the
unemployed and households in the four
lowest income categories.,sThe
comments filed in this proceeding
support the results of the Census Bureau
surveys of telephone subscribership.
None of the telephone compani j filing
comments stated thut they had
experienced declines in subscribership

mMing subscriber* who |wIIc Rhfelme service

(nyn other I’Ifl’VICER ering* e number qt new
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levels, and a number of companies
eportcd increases in subscribership
levels despite significant rate increases.

7. However, certain parlies argue that
local telephone rates will escalate
rapidly over the next several years,
seriously undermining universal Bervice.
The information currently available
does not support this contention.”* To
the contrary, it indicates tint increases
in telephone rates will remain at
moderate levels. The Commission has
conducted two studies concerning the
effect of federal decisions on local
telephone service rates. The
Commission’s initial Michigan Reportl7
issued in December. 1983, concluded,
among other things, that existing federal
policies would not cause minimum
charges for residential telephone service
to increase sharply or cause residential
subscribers to discontinue service. The
Michigan IIReport "issued in January
1985, affirmed the conclusion reached in
the initial Michigan Report. As part of
our efforts to monitor universal
telephone service, we have also
examined the revenue increase requests
filed by telephone companies at the
state level. The level of rate increase
requests pending before the state
commissions has decreased significantly
since 1984."Department of Labor data
on increases in local telephone rates
also show moderate, although steady
increases in local telephone rates over
the last several years.7

8. Despite the fact that telephone
subscribership levels have remained
stable for all income groups, and should
remain stable or increase in the future,
subscribership among those in the
lowest income categories is significantly
below the national average. We endorse
the Joint Board's recommendation for
implementation of a narrowly targeted
federal lifeline assistance program to
assist these low income households in

'* See Recommended Decision and Order. CC
Docket No. 78-72 and 80-238. FCC B5-039 nt pars*.
32 and 33 (releaied December 9.1985).

' Order, Petition by Ihe State ofMichigan
Concerning the Effect of Certain Federal Decisions
an tMcal Telephone Service (“Michigan Report"), W
FCC 2d 801 (1083),

'*Further Report on the Effects of Federal
Decisions on Universal Service. FCC No. M-830.
(relented January 9.1085).

11Summary ofSlate Telephone Rale Cases
(releaaed September 30.1985). There were
approximately V billion Inilate rale Increaie
request* pending before stale commliilon* by the
end of 1983. At present. there are approximately S3
billion in pending rate Increaaa requaat* ' .fore the
mtale commliilon*.

14 U.S. Department of bailor, Bureau of Labor
Stallatlca. Producer Price Index. Seria* 4811-111.
Local Service. Residential; Consumer Price Index.
U S. City Average, local Telephone Charges.
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affording telephone service.1*Despite
the consensus in the comments in
opposition to funding this assistance
through telephone Industry revenues,
rather than directly, we agree with the
Joint Board’s conclusion that this is a
realistic approach at present. The
provision of matching federal assistance
to households receiving benefits under a
qualifying state or local telephone
company lifeline assistance plan will
provide a strong incentive for
implementation of assistance plans that
respond appropriately to local
conditions. We strongly encourage the
states and local telephone companies to
participate in this program.57and we
have every reason to expect that the
states nnd local telephone companies
will act in a responsible manner to
preserve universal telephone service.
Although the record in this proceeding
does not support imposition of a
mandatory federal program, we would
be deeply concerned if the states or
local companies fail to act should they
experience a decline in subscribership
levels.

9. We agree that the provisions whic
the Joint Board has recommended for
targeting assistance end verifying
eligibility will ensure that the federal
assistance is directed to those
households with the greatest need. We
also concur in the Joint Board's
recommendation that the supplemental
federal assistance be provided through a
waiver of the subscriber line charge.
This represents a reasonable level of
funding in light of existing local rate
levels and will be relatively easy to
implement. We also endorse the Joint
Board recommendation for funding the
federal assistance through the carrier
common line charge. In addition, we
aupport the Joint Boerd recommendation
that states and local telephone
companies wishing to make
supplemental federal assistance
available to their subscribers be
required to submit information to the
Commission demonstrating that their
plans meet the federal criteria. Review
of these plana by the Chief, Common
Carrier Bureau to ensure compliance
will allow funding for qualifying plans to
be made available expeditiously. We
also support the Joint Board's
recommendation for review of this
program in conjunction wlifi the Joint

11 ThI* program I* In addition to exlitlng
provision* which allow the equivalent ofa waiver
of the subscriber line charge waiver for luv. Income
households.

In thl* regard, we urge atatea which hive
constitutional. statutory or |udlclally Imposed
prohibitions on telephone aaalalance program* to
eliminate the** restrictions.
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Board's reexamination of subscriber line
charges, scheduled to begin in 1986. This
will allow us to make any adjustments
which prove to be desirable based on
our experience in implementing this
program.

V. Ordering Clauses ”

10. Accordingly, the Commission
adopts the Joint Board’s
recommendation concerning federal
lifeline assistance measures to aid low
income households in affording
telephone service.

11. It is further ordered, that § 69.203
of the Commission's rules is amended as
set out in Attachment A, effective
February 3.1986.

12. 1t is further ordered, that the Chief,
Common Carrier Bureau is delegated
authority to act on lifeline assistance
plans as recommended by the Joint
Board. 4

Fe.dgral Com_mur_lications Commission.
William J. Tricarico,
Secretary.

Appendix
PART 69—[AMENDED]

Part 69 of Title 47 of the Code of
Federal Regulations is amended as
follows:

1. Tne authority citation for Port 09
continues to read:

Authority: Sections 4. 201.202. 203.205. 210.

403. 47 U.S.C. 154. 201, 202, 203. 205. 218. 403
of the Communications Act. ns amended.

2. Section 69.203(d) is amended by
substituting the phrase “paragraphs (fj
and (g)" for “subsection (f)“.

3. Section 89.203 is amended by
adding lhe following paragraph (g):

869.203 Interim Common Line charges.
0 0 0 0 0

(9)(1) The End User Common Line
charge for residential subscribers shall
be reduced to the extent of the state
assistance as calculated in (g)(2) of this
Bection, or waived in full if the state
assistance equals or exceeds the
residential End User Common Line
Charge under the circumstances
described below. In order to qualify for
this waiver, the subscriber must be
eligible forand receive assistance or
benefits provided pursuant to u

" The proposal contained herein hna been
entlyxed with reaped to the Paperwork Reduction
Act of 1030 and found to impoie new or modified
requirement! or burdeni upon the public. The
implementation of new or modified requirement! or
burdena la aublect lo approyval by the Office of
Management and Budget d| prescribed by lhe Act.

* miniaction la taken Eurauant to aedioni 4 hg
a5 L2 egts e it
B SR e 3% ATy U &

a—n»

narrowly targeted telephone lifeline
assistance plan requiring verification of
eligibility, implemented by the state or
local telephone company. A state or
local telephone company wishing to
Implement this End User Common Line
reduction or waiver for its subscribers
shall file information with the
Commission Secretory demonstrating
that its plan meets the criteria set out in
this section, and showing the amount of
state assistance per subscriber as
described in (g)(2) of this section. The
reduction or waiver of the End User
Common Line Charge shall be available
as soon as the Commission certifies that
the state or local telephone plan
satisfies the criteria set out in this
subsection, and the relevant tariff
provisions become effective.

(2)(i) The state assistance per
subscriber shall be equal to the
difference between the charges to bo
paid by participating subscribers and
those to be paid by other subscribers for
comparable monthly local exchange
service, service connections and
customer deposits, except that benefits
or assistance for connection charges and
deposit requirements niay only be
counted once annually. In order to be
included in calculating the state
assistance, such benefits must be for a
single telephone line to the household's
principal residence.

(i) The monthly state assistance per
participating subscriber shall be
calculated by adding the amounts
calculated in paragraphs (g)[2)(ii) (A)
and (B) of this section.

(A) The amount of the monthly stute
assistance per participating subscriber
for local exchange service charges shall
be calculated by dividing the annual
difference between the charges paid by
all participating subscribers for
residential local exchange service and
the amount which would have been
charged to non-qualifying subscribers
for comparable service by twelve times
the number of subscribers participating
in the state assistance program.
Estimates may be used, when historic
data is not available.

(B) The amount of the monthly stale
assistance for service connections and
customer deposits per participating
subscriber shall be calculated by
determining the annual amount of the
reductions in these charges for
participating subscribers each year, and
dividing this amount by twelve times the
number of participating subscribers.
Estimates may be used when historic
data is not available.

|FR Doc. 60-517 Filed 1-10-86: 8:45 ftm|
situNO ccoe im-ot-u
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47 CFR Part 73
[MM Docket No. 85-91; FCC 85-853]

Expanding tha Uae of Automatic
Trammlislon Systems at AM, FM and
Television Broadcast Stations

AQENCYZ Federal Communications
Commission.

ACTION: Final rule.

SUMMARY: This action extends the
permitted use of automatic transmission
systems (ATS) to include use by
directional AM stations and television
stations. Nondirectional AM stations
and FM stations have been allowed use
of ATS since 1970. Recent technological
advances and Commission actions have
elimhated the barriers preventing
authorization of ATS use by directional
AM stations and television ,;censees.
This action is therefore needed to allow
these services the flexibility of ATS use,
and to update the ATS rules which have
remained unchanged since 1976.

EFFECTIVE date: February 5,1986.

ADDRESS: Federal Communications
Commission, Washington. D.C. 20554.

FOR FURTHER INFORMATION CONTACT:

Bernard Gorden. Mass Medio Bureau
(202) 032-9880.

SUPPLEMENTARY INFORMATION:

List of Subjocts in 47 CFR Part 73

Radio broadcasting. Television
broadcasting.

Report and Order
(Proceeding Terminatod)

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

Adopted: December 18.1985.

Released: January 0.19B6.

Introduction

1. By this Report and Order the
Commission is amending its Rules to
expand the permitted use of uutomutic
transmission systems (ATS) for
directional AM and television stations.
(Currently, ATS use is permitted for FM
und nondirectional AM stations only.) In
uddition, this action deregulates tho
Commission's ATS requirements.

Background

2. An ATS consists of devices that
monitor und automatically control the
broadcast station's transmiss on system.
The ATS system initiates an alarm to
the operator whenever a malfunction or
an uncorrocled out of tolerance
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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

agency. Envirr
Agency (EPA).
action: Proposed Rule; Extension of
Comment Period.

menial Protection

summary. This notice announces lhe
extension of the comment period on the
proposed rule published in the Federal
Register on November 27,1985 (50 FR
*18779) that proposed a tolerance lor
residues of ethylene dibromide (EDB)
per so of .03 ppm (30 ppb) in the edible
pulp of mangoes that have been
fumiguted after harvest with the
insecticide ethylene dibromide (EDB).
The comment period has been extended
from December 27,1985 to January 10,
198(3.

date. Comments identified by the
document control number jOPP-300141],
must be received on or before January
10.198G.

address. By mail, submit written
comments to:

Information Services Section. Program
Management and Support Division
(TS-757C). Office of Pesticide
Programs. Environmental Protection
Agency. 401 M St.. SW.. Washington.
DC 204(30.

In person, tiring comments to: Rm. 230.
Crystal Mall =2.1921 Jefferson Davis
Highway. Arlington. VA.
Information submitted us a comment

concerning this notice may be claimed

confidential by marking any part or all
of that information as "Confidential

Business Information" (CBI).

Information so marked will not be

disclosed except in accordance with

procedures set forth in 40 CFR Part 2. A

copy of lhe comment that does not

contain CBI must be submitted for
inclusion in the public record.

Information not marked confidential

may be disclosed publicly by EPA

without prior notice. All written
comments will be available for public
inspection in Rm. 2313 at the address

given above, from 8 a.in. to 4 p.m..

Monday through Friday, except legal

holidays.

FOR FURTHER INFORMATION CONTACT:

By mail: t.indu K. Vlier, Registration

Division (TS-707C). Office of Pesticide

Programs. Environmental Protection

Agency, 401 M St.. SW.. Washington, DC

20-160.

Federal Register / Vol.
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Office location and telephone number:
Rm. 711. Crystal Mall -2.1921
Jefferson Davis Highway. Arlington.
VA. (703-557-7451).

SUPPLEMENTARY INFORMATION: EPA

issued a proposed rule, published in the

Federal Register of November 27,1985

(50 FR 48779) that proposed the

establishment of a tolerance of 30 ppb

(.03 ppm) in 40 CFR 180.397 for residues

of the insecticide ethylene dibromide

(EDB) in the edible pulp of the raw

agricultural commodity mangoes

resulting from fumigation of this
commodity after harvest in accordance
with the Mediterranean Fruit Fly

Control Program of the U.S. Department

of Agriculture, effective until September

30.1986. with the possibility of

extension for an additional year.

The Florida Fruit a.id Vegetable
Association has requested that EPA
extend the comment period on this
proposed rule in order to allow that
association a meaningful opportunity to
comment. In support of this request, the
Florida Fruit and Vegetable Association
points out that the real time for
submitting comments to the rule is
substantially shorter than the allowed
time because of the two major nalicn.il
holidays falling within this period.

The Agency has carefully reviewed
the request of the Florida Fruit and
Vegetable Association, and has
concluded that allowing some additional
comment time is reasonable to ufford all
interested parties a meaningful
opportunity to comment Accordingly,
the comment time on this proposal has
been extended 14 days until January 10,
1980.

List of Subjects in 40 CFR Part 180
Administrative practice and
procedures. Agriculture commodities.
Pesticides and pesls.
Dated: December 23.19115.
Steven Sclifftzow,
Director. Office ofPesticide Programs.
|[KR Doc. 05-30002 Filed 2-20-05: 0:45 uni)
BILLING CODE (S60-S0-M

FEDERAL COMMUNICATIONS
COMMISSION

47 CFR Part 69

[CC Docket No. 78-72; CC Dockot No. 80-
286; FCC 85-639)

MTS and WATS Market Structure

agency: Federal Communications
Commission.

ACTION: Recommended Decision and
Order in the Matter of MTS and WATS
Market Structure nnd Amendment of

Part 69 of the Commission’s Rules and
Establishment of a Joint Board—CC
Docket Nos. 80-286 and 78-72.

summary: On December 9.1985. the
Federal-Stale Joint Board recommended
that the Commission adopt broader
lifeline assistance measures in order to
assist low income households in
affording telephone service. The Joint
Board recommended that fi deral
assistance be provided through a waiver
of the subscriber line charge up to the
amount of the slate assistance provided
for qualifying households. This matching
assistance would be made available to
s-bscribers receiving assistance under
highly targeted programs which provide
for verification of eligibility. The state
contribution could take the form of
reduced local telephone service rates,
reduced connection charges or deposit
requirements for a single telephone line
to the principal residence of eligible
households. The Joint Board
recommended that the federal
assistance be funded through the
interstate carrier common line charge.
The Joint Board made this
recommendation because the record
showed that telephone subscribership is
below average in the lowest income
groups, although telephone
subscribership levels for all income
groups have remained stable in recent
years and should remain stable in the
future. Implementation of this
recommendation will assist low income
households in affording telephone
service during this period of rapid
change in the telephone industry.

addhess: Federal Communications
Commission. Washington, DC 20554.

FOR FURTHER INFORMATION CONTACT:
Margot Bestcr or Claudia Pabo.
Common Carrier Bureau at (202) 632-
6363.

SUPPLEMENTARY INFORMATION:

Recommended Decision and Order

In lhe Matter of MTS and WATS 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: December 2.1985.

Released' December 9.1985,

By the Federal-Stale Jo it Board.

I. introduction
A. Summary

1. The Fudcrul-Stnte Joint Board
hereby presents its recommendations
concerning the adoption of broader
lifeline assistance measures. The
existing record demonstrates that
telephone subscribership levels have
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remained stable in recent years, and
should remain stable or increuss in the
future, although telephone
subscribership is substantially below
average in lhe lowest income groups. In
order to assist low income households in
affording telephone service during this
period nf rapid change in the telephone
industry, we recommend that the
Commission establish a federal lifeline
assistance program. We believe that our
goals in this regard can best be
accomplished by making federal
assistance available to supplement lhe
benefits provided under stule approved
local lifeline service offerings which
meet certain guidelines. We recommend
that .he federal assistance he provided
through a waiver of the full subscriber
line charge up to the amount of the slate
assistance provided for qualifying
households. This matching assistance
would be available for highly targeted
programs which provide for verification
of eligibility. The slate contribution
could take the form of reduced local
telephone service rates, reduced
connection charges or deposit
requirements for a single telephone line
lo the principal residence of eligible
households. No restrictions would be
imposed on the source of funding for the
inlrastatc assistance. The federal
assistance would be funded through the
interstate carrier common line charge.
We recommend that Ibi.program be re-
evaluated in conjunction with the Joint
Board's re-?xaminati n of subscriber
line charges as a method of recovering
non-traffic sensitive (NTS) costs
scheduled to begin in late 1986.

D. Background

2. The preservation of universal
service has been a busic goal .fthe Joint
Board and the Commission thoughout
the proceedings conccrn'ng the
allocation and recovery d non-traffic
aensilivi (NTS) local exchange costs.
The statutory basis for this goal is found
in Section 1 of the Communications Act
of 1934 which stales that the
Commission was created:

F\or_ the purpose of . emulating interstate nnd
oreign commerce in communications by wire
and radio so us to make available, so far as
gossmle, to all the people of the United

lates a rapid, efficient, nationwide, and
worldwide wire and rudio communication
service with adequate facilities at reasonable
churgts. for tho purpose of the national
defense, for tho purpose of promoting safely
of life ord properly through tho use of 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
proceeding,2the Commission stated that
Ihe goal of preserving universal service
required that it “[avoid] actions that
would cause a significant number of
local exhange service subscribers to
cancel (telephone! service."2At that
time, the Commission also slated that it
would consider requests by local
exchange carriers for waiver of the
mandatory flat subscriber line charge in
the case of low income households
which might otherwise be unable to
afford telephone service.4

3. The issue of a federal lifeline
telephone assistance mechanism was
again raised in the Commission's
Second Reconsideration Order in the
MTS and WA TS Market Structure
proceeding.9In that decision, the
Commission found that the existing
record did not contain enough
information lo allow the development of
a federal assistance program for low
income households, but stated that it
would conduct further proceedings on
this matter. The Commission
subsequently requested comments
concerning a subscriber line charge
exemption or other assistance measures
to help low income househoids afford
telephone serv'cc. und usked the Joint
Board to prep.r. recommendations
regarding this issued.6

4. The Joint Board adopted
recommendations concerning assistance
measures for low income households on
November 15.1984.7Although we
concluded that implementation of
limited subscriber line charges would
not undermine universal service, we
acknowledged the concern of some
parties that implementation of
subscriber line charges in conjunction
with the ger .rat upward pressure on
local rules could undermine universal
telephone service. As a result, the Joint

*CC Docket No.

«1d alSCo.

“In Ihi? Fir»| Iteionsit/eratinn Order realttrming
thr- xuli«crilmr 1t?.? charge concept, the Communion
noted ih.it a h.id not roioiveil any pcatin.it for
waiver. See CC Uockct No. 70-73, 48 FR 42904 at
42987 (September 21.19H3|. Requrtlt for waiver* ot
thr nubtcribrr lino charge were tub*cquenlly filed
by IThe Now York Telephone Company and the
Pacific Telephone and Telegraph Company. Second
llecanjideratiun Onlcr. CC Onckct No. rpi-72. PR
7810 ut 7812 (March 2. 1984).

*CC Docket No. 78-72.49 FK 7810 (March 2. 10841

«Further Notice ot Proposed Rulemaking. M IS
and \\'/\TS Market Structure and Amendmentof
Partorofthe Commissions Rules. C.C Deckel Not.
78-72 and 80-288. 49 FR 18J1H (April 21). 19841 The
Further Notice requested comments on lhe type of
assistance needed by tow Income household* and
how such a urogram should be fundetl.

’Recommended Decision and Onlcr. CC Dockvl
No* 78-72 and B0O-288.4« FR 48325 I[Uecember 12.
1984)

93 FCC 2d 241 1108J)
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Board recommended a two-phase
approach for dealing with this issue.
First, we recommended that the
Commission implement a mechanism
providing the equivalent of a waiver of
the subscriber line charge for low
income households.* Second, we
recommended an expedited study of
broader measures to assist low income
households in affording telephone
service. The Commission adopted the
joint Board recommendations in its
December 19.1984 Decision and Order"
in this proceeding, and directed the Joint
Board to prepare recommendations
concerning broader lifeline assistance
measures on an expedited basis.

II. Summary of Comments
A. initial Comments

5.  We released an Order Inviting
Commentsioon March 29, 1985.
requesting comments on the following
issues: (1) The proper state and federal
roles in implementing assistance
measures for low income households; (2)
Ihe criteria for determining eligibility for
assistance; (3) the type of lifeline
telephone service which should be made
available to eligible subscribers: and (4)
the mechanism for funding these
assistance measures."

G In its comments, the Americ in
Telephone and Telegraph Company
(AT&T) slates that any assistance
program should involve coordinated
federal and stale efforts. It asserts that
such programs should be limited to
households eligible for state welfare
payments, and cover only basic
telephone service at the household's
principal residence. AT&T stales that
such assistance programs should be
funded from general tax revenues, and
opposes funding lifeline programs
through an increase in the carrier
common line charge. Satellite Business
System. Inc. (SBS) argues that the states
should be permitted to implement
lifeline assistance programs if they wish.

'We rrnimmemlrd thul lhi» be .ii in;:q..shed
through .iii optional pr ,,.im L. i *ip. mi.?
reduction iii the »ub»aibvrlinr image mr
customer* who saintly a Malt* determined meat?*
Ir*t which i> *iili)i*ct In verification 1In? tevaitiiig
xtu.rlf.itlin <tib*ciibrr lillo«hr-ge trirm 'ei
hu recovered through an increase ut thr . ilmo.. .l
avcrnge carrier common Imi* iharg. Si.ite» i.c*L t.r
lo lake advantage ot thi» assistance mat
would In*required lo Implement an equal mom : try
reduction in lhe local exchange rati* for ipi.if'lsittg
subscriber® lo lu* funded from intr.ist.ite ««ar #m

*CC Docket Not 78-72 and 80-2ih» 58 FR «* i
(laiiaary 8. umi|

'*CO Docket No* 78-72 and 88-280. 30 FR 14’27
(April 15. 1985)

"Comment* inrcspunic to ihi* Onlcr wen* file t
on April 20.1U8S Rcplie* wrre tiled on May 17.
198).
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SBS also stales that eligibility for lifeline
service should be limited to basic local
exchange service for those eligible for
slate welfare payments. It argues that
such assistance should be funded from
genera! lax revenues. US Telecom Inc.
(US Telecom) argues that the
Communications Act requires the
Commission to ensure the availability of
telephone service. It supports keying
eligibility to the national poverty level
income adjusted to reflect regional cost
of living differentials. US Telecom also
maintains that flat rate telephone
service should be included in assistance
programs only where local measured
service is not available. It states that
funding for such assistance programs
should come from both federal and state
sources, but opposes funding this
assistance through an increase in the
s'ate or interstate carrier common line
charge.

7. The Dull Operating Companies
(DOCs) argue that the slates should
have primary responsibility for
developing and administering lifeline
telephone assistance programs. They
contend that the states are in the best
position to evaluate local needs and
tailor assistance programs to fit them.
The DOCs. with Ihe exception of Pacific
Bell Telephone Company (Pacific),
assert that such assistance programs
should be funded from general tax
revenues, not an increase in lhe carrier
common line charge. Pacific supported
funding telephone assistance through a
tax on intras'.ate interLATA toll
services. The other DOCs. however,
expressed concern that funding
assistance measures through a
suicharge on the carrier common line
charge would increase the incentives for
uneconomic bypass.

0. The DOCs differed somewhat in
their views concerning eligibility criteria
and the type of lifeline service which
should be made available. The
Amcritcch Operating Companies
(Ameritccli) slate that the development
of eligibility criteria should be left to the
states, although they support use of
existing welfare criteria. Ameritech
argues that it is unnecessary lo limit the
service options available to lifeline
subscribe s. null Atlantic Corporation
(Dell Atlantic; states that r listing sMe
welfare agencies should certify
eligibility. (I argues thnt lifeline service
should consist of basic diul tone.
BellSouth Corporation (BellSouth) states
thnt eligibility criteria should be based
on the standards for existing welfare
programs. In addition lo reduced
monthly rates, it supports provisions for
waiver of service connection churgcs
and deposit requirements once every

C AliOlIUl JUaUiAIUIZ MCi'

twelve months. New York Telephone
Company and New England Telephone
Company (NYNEX) argue that the states
should determine eligibility for lifeline
service. It states that lifeline assistance
should apply only to charges for
residential customer access lines
including installation and service
connection charges as well as the
monthly charge. NYNEX argues that toll
service, local usage, and custom calling
features should be excluded.

9. Mountain States Telephone,
Northwestern Bell and Pacific
Northwest Bell (US West) stat* ‘hat
eligibility for lifeline assistance
measures should be based on income. It
states that lifeline service offerings
could include reduced local exchange
rates for measured or fiat rate service.
Pacific states that eligibility criteria
should be established by the states, and
emphasizes that any federal action
should avoid interfi ring with existing
programs. Pacific stales that telephone
assistance programs should include
reduced rate local exchange service
with subsidies for installation nnd a
telephone instrument. Southwestern Bell
Telephone Company (Southwestern)
urges the use of existing federal and
slate assistance program eligibility
criteria for lifeline assistance programs.
It stutcs that lifeline service should
include a discounted basic dial tone
connection, but believes that a range of
usage options should be made available,

10. The independent telephone
compunies. with the exception of the
Puerto Rico Telephone Company, argue
dial the states should have nrimary
responsibility for developing and
administering lifeline assistance
programs. They express a variety of
views concerning eligibility standards,
the type of lifeline service to be offered
and funding, ulthough there is strong
opposition to funding lifeline assistance
through telephone industry revenues.

G TE Corporation (GTE) argues thnt
lifeline evograms should be limited to
local measured service or supplemental
payments under existing entitlement
programs. It contends that no
Commission action should be taken until
actual experience demonstrates a need
for lifeline service. GET argues that any
such program should be funded from
general tux revenues or credits against
exchange carrier lax liabilities (
maintains thct the telephone industry
should not be required to fund social
welfare programs, such as lifeline
telephone service. United Telephone
Systems, Inc. (United) suggests basing
eligibility or 'he criteria for existing
social welfare programs. It states that
lifeline assistance should not be limited
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to a particular We of local service, and
urges funding of the revenue shortfall
throuqh tax revenues or reductions in
the telephone company tax liability.
United does not support a fundln?
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 télephone 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 Com?any (Centel)
ar%ue_s that developmen 0fe|lglbl|lt¥
criteria should be left to the states. It
also arques that local measured service
should e 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. (IConteI 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 coricerned thut
ederally mandated guidelines would
result Iri a uniform reésponse to a
problem which requires diverse
solution? geared to local conditions. The
Puerto Rico Telephone Company (PRTC)
unques that expanding service t0 areas
with telephone penetration rates that
are below the national average should
be the goal of assistance programs.
PRTC alsc states that the furids used to
pay for lifeline assistance should be
generuted on a nationwide basis.

12 The United States Telephone
Association (USTA) maintains thut the
jtutog should have primary
responsibility for lifeline assistance
Programs, with funding generated from
he Widest possible basé, not other
telephone users. The Rural Telephone
Cnulh.on (RTC) argues that lifeline
assistance Is a national responsibility
nnd should be funded fromsenercl tax
revenues, not telephone company
revenue;- The Oregon Indcpenacnt
Telephone Associdtion stafes that .
lifeline assistance is the responsibility of
the states and should be funded b
subsidies within local lelophono
company operations.
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13. The Alabama Public Service
Commission (Mabamn) states that
eligibility for,‘feline assistance should
be based on income. It supports
assistance for basic local service and
toll service us well as u portion of
service connection charges with
incentives lo prevent abuse a.id
maximize benefits. Alabumn argues that
such assistance measures should be
funded by both the federal nnd stale
jurisdictions,'with the federal share
recovered through a tapered carrier
common line charge. The California
Public Utilities Commission and the
State of California (California) assert
that a federal lifeline plan should assist
the states in developing telephone
assistance measures without interfering
with ongoing state programs. California
states that eligibility for assistance
should be based on household income
with lifeline rates set at one-half of Ihe
existing local exchange rate. California
also recommends including a waiver of
installation charges once a year and
elimination of deposit requirements.
California argues thnt federal funding
should be derived from a tax on toll
service.

14. The Public Service Commission of
the District of Columbia (D.C.) slates
that funding for lifeline assistance
programs should come from general tax
revenues. The r lorida Public Service
Commission (Florida) asserts that a
federally mandated lifeline program
would not ensure universal telephone
service. Instead, Florida recommends
that the local exchange companies be
allowed to design a variety of service
options with different rate levels.

15. The Illinois State Con.mcrca
Commission supports state developed
and funded lifeline programs. The New
Jersey Board of Public Utilities (New
jersey) opposes a mandatory federally
administered lifeline program, staling
that a national solution to u local
problem is unwarranted. However, it
supports the development of optional
state programs whero deemed necessary
by slate regulators. New Jersey strongly
opposes a surcharge on interstate
telephone traffic to fund lifeline service.
The New York State Department of
Public Service (New York) maintains
that the slates should determine the type
of lifeline survice to be offered, although
it supports federal funding for hulf of the
costs involved. New York recommends
generating the federal contribution from
interstate toll services. The North
Cnrolina Utilities Commission (North
Carolina) asserts thut telephone
ussislance programs should be dealt
with at the state level.
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16. The Oregon Public Utility
Commissioner (Oregon) asserts that the
stales should have primary
responsibility for lifeline assistance
programs. Oregon suggests thut funding
could be provided from general lax
revenues, excise taxe3 on local
telephone service, taxes on inlrastute
toll carriers, or voluntary contributions
by organizations that place a high value
on universal service. The Vermont
Public Service Board (Vermont)
maintains that the states nre in a better
position than the federal government to
develop lifeline plans. It argujs (hat the
bulk of the funding for lifeline assistance
should be derived from interstate
services because intrastatc toll services
cannot provide a major financial
contribution due to the threat of bypass,
arbitrage and customer comparisons
with interstate rates. Vermont
recommends that initial service
connection fees be included in
assistance progrums. Representative
Bob Wise of West Virginia asserts that
the federal government should play a
very limited role in the development of
lifeline plans.

17. The Colorado Public Utilities
Commission (Colorado) strongly
supports a federally mandated lifeline
assistance plan. Colorado argues that
the FCC is obligated to aid the states in
efforts lo preserve universal service
because it controls the allocation o( non-
traffic sensitive (NTS) costs. Colorado
states that assistance should be limited
to households with incomes at or below
150 percent of the federally established
poverty level income. It argues that
assistance should be provided through a
fifty percent discount on the charge for
basic flat rate service, with funding from
slate und federal general tax revenues.
If this approach to funding is not viable.
Colorado suggests generating the federal
contribution through an increase in the
interstate carrier common line charge
The Commonwealth of Puerto Rico
(Puerto Rico) supported federally
mandated lifeline plan funded from
interstate services.

18. The Ad Hoc Telecommunications
Users Committee (Ad Hoc) argues lhat
the ultimata responsibility for designing
and administering lifeline programs lies
with the slates, although the FCC should
determine the ount and type of
funding from interstate sources. Ad Hoc
states that funding should be provided
from general lax revenues or u
surcharge on the subscriber line charge.
The Associated Telephone Answering
Exchanges. Inc. states that funding for
any assistance program should I<c paid
by ull telephone subscribers. It asserts
that a lifeline progrnm should uffer the
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same services provided to customers
paying the full rate with a limitation on
long distance railing. The
Communicat.an Workers of America
(CWA) urges establishment of a lifeline
plan modeled after California’s Moore
Act and Congressional legislative
proposuls. CWA supports measured
service as a lifeline offering in areas
where it is available, (t suggests that
funding be provided by a surcharge on
the intrastate toil services of all
interexchungc carriers, an adjustment to
local service rates or a combination of
the two.

19. The Consumer Federation of
America and the U.S. Public Interest
Research Group (CFA) strongly support
a federally mandated lifeline program
for low income households. CFA argues
that the need for lifeline service should
not be determined solely on the basis of
a decline in subscribership levels
because many low income housch dds
will give up other essential goods and
services before discontinuing telephone
service. It argues that the responsibility
for funding lifeline service should be
split between the state and federal
jurisdictions wilh federal lifeline funding
provided through an increase in thn
interstate carrier common line charge.
The Office of Consumers’ Counsel. State
of Ohio (OCCO) contends that the
Commission should fund a full waiver of
the subscriber line charge from
interstate carrier revenues.'’

B. Further Comments

20. Afler reviewing the comments and
replies filed in response lo the Order
Inviting Comments, the Joint Boarl
concluded Ihat additional information
was necessary for resolution of this
issue. As a result, we adopted an Order
Inviting Further Commenti on July 20.
1985.,J requesting further comments on
three basic issues. (1) The types of
service offerings and assistance
programs currently available lo low
income households: (2) telephone
subscription levels and toll usage by loiv
income b jusebolds: and (3) the need for
and/or appropriate level of federal
funding ror such assistance programs.

21. In its further comments. AT&T
urges tho Joint Board to recommend
guidelines lo assisl the slates in
implementing narrowly targeted, state
funded local lifeline assistance plans.
AT&T supports state funding for th -sc
programs and reiterates its opposition to

"A mureiliM.iilnl tumm.iry of lhr»e rummenls
wu* utiuctu’d tu tin? Joint tluiitil * Qrdtt
further Commenti on thru' issues CC I)oi kel Nn»
7B-72 iinil SO 1R 317JM (AtijfuO 1). 11US).
"CC Docket Nos. 7B-72 unit HO-JBO. SOKK J17 M
L\ujlud O [rii
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funding this assistance through
surcharges on toll services or currier
access charges because of the threat of
bypass.

22. Amcritcch states that it has found
no evidence to indicate that universal
service is in danger. As a result, it does
not believe thnt there is an immediate
need for lifeline service offerings in
addition to the low priced local
exchange service options already
available. Ameritech also opposef uny
funding mechanism using telephone
industry revenues. Hell Atlantic argues
Ihat the best strategy for maintaining
universal service is an economically
sound rate structure for all telephone
services. Dell Atlantic supports
development of stole funded lifeline
plans, but maintains thut any federal
funds should br distributed bused on
subscriber need, not the relative rute
level for basic telephone service. Dell
Atlantic opposes funding lifeline
assistance through lhe currier common
line pool. DcllSnulh argues that a
federally.mandatcd lifeline program is
not necessary at this time, but states
that if such programs ore developed,
they should be funded solely through
state tax revenues, not from increased
telecommunications service charges.

23. NYNEX asserts thnt telephone
subscription levels have risen even
among the lowest income groups despite
increases in local teicohonc rates. It
maintains that any lifciine assistance
programs should be funded through
general lax revenues, not telephone
industry revenues. Southw 'stern Hell
reiterates its position that lifciine plans
should lie administered by the states
with federal involvement limited to the
provision of a reduced interstate
subscriber line charge for eligible
subscribers. US WeAt stales that ihe
data derived from its Internal monitoring
programs has not identified any decline
in subscribership levels due to rate
increases in its region. All of the DOCs
also stated that they offer low priced
budget service options in most of the
states they serve.

24. Cincinnati Dell states that it sees
no need for lifeline assistance since the
subscription rule in its territory’is 94.5
percent. SNfTJ docs not perceive a need
for lifeline scrvic" since ConneclL st.
which constitute* the majority of Its
service territory, has a 97 percent
telephone subscription rale. SNET also
indicates that it offers several basic
exchange service options with rates
dependent on lhe amount and type of
calling SNET supports funding
assistance through an oxrisc lux on
telephone service. Contel osscrts thut
lifeline programs should he
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administered by statu regulatory
agencies which can best determine local
needs nnd target assistance. The Puerto
Rico Telephone Company supports a
federally mandated lifciine program
funded from the broadest possible
nationwide base. The Anchorage
Telephone Utility (ATU) argues that a
federally mnndntcd lifciine program is
unnecessary unless current telephone
penetration rates drop significantly. It
argues that liteline programs threaten
universal service by forcing local
exchange companies to adopt subsidy
mechanisms which could lead to bypass.
ATU opposes funding lifeline assistance
through telephone industry revenues.
USTA opposes funding lifeline programs
through the charges for interstate
telephone services. It also states that
93.9 percent of U.S. households have
telephone service, with a 90.53 percent
penetration rate for those below the
poverty line.

25. Vermont asserts thnt funding for
lifeline service should be derived from
general tax revenues wherever possible,
but suggests intei stale toll revenues as
an alternative source ' f funding. The
lowa State Commerce Commission
(lowa) docs not suppo.’ta fcdcrol lifeline
program and maintains that the 1983-84
data which it has compiled indicates
Ihat telephone subscription levels in
lowa have remained the same despite
increases in local exchange rales and a
decrease in population. D.C. states that
its lucul exchange carrier currently
offers an economy local exchange
service, and notes that it has
implemented an experimental lifeline
ossistancr program for eligible senior
citizens. D.C. opposes funding lifeline
pluns through interstate toll charges.
New York reiterates its belief that
lifeline funding should be derived from u
uniform nationwide surcharge on
interstate toll rates. The Virginia State
Corporation Commission (Virginia)
argues that basic telephone service is
already available to Virginia residents
at affordable rates. It states thnt lifeline
tclcphon- service is a social issue which
should be addressed by stale
legislatures or Congress, not the
Commission.

20. The American Association of
Retired Pi >ons (AARP) supports
implementation of u federally mandated
lifeline program. The AARP cmphusixos
that the elderly rely heavily on
telephone service, nnd states that 75
percent of those over 05 years old have
experienced increases in their local
telephone rates, and that 20 percent of
those individuals report cutting back on
telephone use in some way. The
Consumer Fcdr,,tion of America (CFA)
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stales that there is an ImmcdlInlo need
for implementation of a federally
mandated lifeline program to be funded
through interstate telcphore industry
revenues.

||| Discussion
A. Introduction

27. Telephone subscribership levels
huvo remained slublc in recent years .
and should remain stable or increase in
ihe future. While local telephone rotes
will probably continue to increase
gradually, there is no basis for
anticipating increases of sufficient
magnitude to undcnninc universal
telephone service. However, telephone
subscribership levels urc substantially
below average in the lowest income
groups. As o result, we recommend that
the Commission adopt assistance
measures for low income households in
order to assist them in affording
telephone service during this period of
rapid change in the telephone industry.

D. Universal Telephone Service

28. The April 1980 Census showed
that 92.9 percent of American
households subscribed to telephone
service. Census Bureau data for April
1983. prior to the AT&T divestiluie nnd
the implementation of subscriber line
charges, showed that 91.9 percent of
households subscribed to telephone
service. The Census Durcuu has
conducted a survey of 58.000 households
in March. July and November of each
year since November 1983 to determine
the percentage of households with
telephone service. This data shows that
telephone subscribership levels huvc
remained stable since November 1983,
although there is a slight seasonal
variation, with subscribership levels
generally lower in lhe fall nnd higher in
the spring. A table showing national
subscribership levels is set out below:

Telephone Suoscriuership in the United

States '
IM) IM4 »M>»
«1S 91*
M | e 1. SIS
.14 114
Pfl« 0 ro»*ds M© UI'JW Oklo*. rcc

* Kwvwo A Mcon O enl, CwnN PooAMon Wtt,i

it 41 <um 1. 0ciY Bk Es Fg N

r* p*>r*ttrvt et nouiMceMl *w o MU**"* m r*>

A e Y T T R

Due to tho seasonal variation,
comparisons should bo based on data
for the sumo month each year.

29. Recent Census Dureau data shows
that telephone subscribership levels
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nmong low income households have
nlso remained relatively stable us lhe
following tublc concerning telephone
subscribership among the unemployed
demonstrates:

Telephone Subscrioership among

Unemployed Persons 1

(In percent)

1903 1964  196S
Ma'cM.....cc.ciii it e 070 0?9
012 036

H3vEMDOr ... 075 610

Y it Table 2. Ttw» data tbowi tho ﬂcrconUgo cl
hrvMholcl* with a tHophono m the* home The pwcer.tage
0’ houachoM* wt*ch repod that telephone aennco Il avail’
aoi* to them n aomewhal hrgher

(In percent|

1983 1954 1985

Teiephor* Sobvrtrenhp—HovtehcMi With Lets Than
IS OOOm Annual Income’
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Aly _ 716 120
717 703

Te*ephone SuOvcrtt-tf n - KxnehoWt »Hh S9.000-ST.499
n Annual Inco * '
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vy 67C 037
Hervisffox* 677 037
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067 070

Telephone Subtcrtievui -HouMfleUt With S10,000-
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Aly 897 897
Nowwrcer 897 69 4
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As these charts demonstrate, telephone
subscribership levels have not changed
significantly, even among the groups
that would be most uffccted by rule
increases. A comparison of lhe data for
July 1984 and 1985 even shows an
increase in subscribership levels for all
hut one group, although the changes ure
relatively small nnd are probably not
statistically significant.

30. The comments in this proceeding
also confirmed this conclusion. Although
certuin parties expressed concern about
declines in subscribership. none of the
telephone companies slutcd lhat they
hud experienced auch declines. In fact, a
number of the local telephone
companies participating in this
proceeding stated that they had
implemented significant local rate
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increases without declines in
subscribership levels.

31. Despite tho current stability in
telephone subscribership levels, corlain
parlies argue that local rates will
increase dramatically in the next few
years, seriously threatening universal
telephone service. The information
currently available docs not support this
contention. The Commission has issued
two reportr concerning the i "feet of
federal decisions on loo?1rates and the

availability of local service. The initial
M |®%ﬂtw«is issued in
December. 1983.M It found that existing
Commission policies would not threaten
the availability of universal service.
Among other things, the report
concluded that: (1) In almost all cases
revenue requests by exchange telephone
companies vastly exceeded actual
revenue authorizations by state
commissions: (2) the bulk of the current
revenue requests by exchange telephone
companies ure linked lo factors other
than federal decisions: (3) federal
decisions will not cause sharply higher
minimum charges for obtaining
residential telephone service; und (4)
federal decisions will not cause
residential subscribers to discontinue
service. The Common Carrier Bureau
subsequently requested comments on
the initial report, and issued a second
report based on these filings, referred to

14 Ordrr. Petition by thr State of Michiyan
Concernmy the Effect of Certain Peilervl Decisions
on laxo! Telephone Service ("Michiyan Iteport"). DO
FCC 2d D41 (:0SJ). The rrport was laaurd In
rcspomec la u pclitiun filed by Ihe SUIc of Michig'in.
on February 24. I'W3, which eikcd lhe FCC lo
Invrttigntc Ihe rffrcti of drciilon™ in lhe following
five area* on local ralct and thr uvalliiblllly of loc.il
lender: (1) Depreciation; (2) inlrrslale accei*
charge*. (3) expensing stulion connections und
amortizing previously capitalized investment: (4) the
CPE-phas* out. and |$| divestiture of ATAT. At that
lime, the Commission hud udopird u plun fur
implementation of a monthly minimum subscriber
line charge of $2 oo prr loop for residential
subscribers and (4 00 per loop for business
subscribers, with nddition.il usjrv charset up to a
certain maximum level. Under this approach, most
Interstate non traffic sensitive (NTS) costs would
have been shifted lo rnd users over n seven year
transition period- Thirxt Reportand Order. cc
Dochct No 70-72. 44 FR T0JI9 (March J1.19031 The
Commission subsequently referred tho issues
related to subscriber line charges as a means nf
recovering NTS costs lo the |otnl Hoard in this
proceeding Fur "*rSotkr of Proposedfiutrmckny
CC Docket Nos 70-72 and 00-240. 9FR 1B310
(April 30.10041 The |oint Board subsequently
recommended th* Implementation of a SI 00
n.-.nthly subscriber line charge for residential and
single Ima business subscribers, effective [une I.
1943. with an increase to $2 00 per month [un* I,
tvnn The Commission adopted these
recommendations. Decision and Order. CC DocLrl
No 74-72 and 40-2M. SOFed Keg t»9(J«nu«r* B
19A3). Since the filing of ihe Michigan Petition. thr
Commission has also taken a number of other steps,
based on |otnl Board r.commendations, to rase the
transition lo a mart cost based system of allocating
and recovering colls.

as 1he Michi 11Report, In Junuary.
1985.18 The MICNIGAN1 Report affirmed
the conclusions reached by the
Commission in the Mld“@]Report. At
that time, the Commission ulso staled
that it would monitor subscribership
levels and would work closely with the
Joint Board and lhe slates to ensure the
continued prcscrvalion of universal
service.

32._ The conclusions contained in lhe
Mlé]lm’\/am “lHI]‘tShave been
c .ifirmcd by the actual pattern of rate
increase requests filed by the local
telephone companies. In fact. Ihe
amount of rate increase requests
currently pending is significantly lowc:
than in 1983. There were approximately
S6.9 billion in state rate increase
requests before the state commissions
by the end of 1983.18 At present, only
about S2.8 billion in state rate increases
are under consideration nationwide, and
rate cases filed by Pacific Bell in
California and New York Telephone
account for approximately half of this
amount.17 Furthermore, the state
commissions have granted only about
half of the increases rqucstcd. For
example, in 1984. S7.3 billion in revenue
increases requested by local telephone
companies were actpd on in state rate
cases, but only 53 percent of the
amounts requested or $3.9 billion in rate
increases were actually granted
nationwide. In the second quarter of
1905. only S580 million in rate increases
were acted on in state rate cases and
only 51 percent of the amounts
requested were granted by state
commissions nationwide. In addition,
the state commissions have generally
chosen to increase rates for specialized
business services, inlrastute toll and
enhanced services before increasing
rates for basic residential local
exchange service. Local telephone flat
rate monthly service charges increased
by 8.9 percent from January 1982 to
January 1983. The increase was 4.7
percent for the period January 1983 to
January 1984. wi h an increase of 7.8
percent from January 1984 to January
1985."* The charges for ail local service, i
including installation, inside wiring,
equipment and taxes as well as local
service charges increased 13 4 percent
from January 1982 lo January 1983,9.7
percent from January 1983 to January

«* Farther Reoort an the F«e<n of Federal
Decitionson Cuntin.ISena » FCC No iM-t.vi.,
rlirutrtl [«nujr> V. 194)

"Jg maty ofStale Telephtine Note Cows
(frteem| Septrmtirf 30. IMS)

oold

'«US Departmentol I-abur. Uurr.iu ol I .ib.»r
butivtnt. Prmiucer Brice tnilrx. Serin 4B1I-111.
laic.ilServicr. Rriulcntul
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* 1904, and 8.3 percent from Jnnuury 1084
to January 1905.18

33. Despite tho stability in telephone
subscribership levels demonstrated by
the Census data and the fact lhat there
is no reason to expect dramatic
increases in local rutcs, subscribership
levels for The unemployed and those in
the lowest income categories arc
significantly below the national average.
In order to promote telephone
subscribership among low income
households during this period of rapid
change in the telephone industry, wo
recommend thut the Commission adopt
broader lifciine assistance measures.

34. We believe that this can best be
accomplished by provisions for federal
assistance to supplement the benefits
provided understate or local telephone
company lifeline plans which meet
certain minimum federal guidelines. We
arc confident that ste'e regulators
working in conjunction with the local
compares will be able to identify local
subscriu. sneeds and respond to them in
an appropriate manner. In light of this,
and the current data concerning
telephone subscribership levels, u
mandatory federal program is not
required.*0 Although the present record
leads us to conclude that universal
lelephonc service is not threatened, we
would be deeply concerned should the
slates fail to respond appropriately to
any developments which caused a
decline in subscribership levels.

35. Accordingly, the Joint Board
recommends that the Commission match
state assistance fo. low income
households under qualifying lifeline
programs up to the amount of the
subscriber line chorgc.*'This would be
accomplished through a waiver of the
subscriber line charge (or the mulching
portion of it) for eligible households, and
funded through an increase in lhe
interstate carrier common line charge.
The waiver would be available to
participating subscribers in states or
individual telephone company service

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

*e At pfrirnl. * number of Mule* huvp
(onilituliuna). Mututury or judicially Imputed
prohibition* on Implrmrninlion of trirphone
ntileUftce progrjrit fur low Income homchold*
We ilr mgly urge ihrte tUlet 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.

” Thit would be In addition to Ihe exliting
protmont 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 Ihli more
limited program may do to.
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areas having highly targeted local
lifeline programs. For example,
programs directed to Individuals who
are eligible to receive Supplemental
Security Income (SSI) or Aid to Families
with Dependent Children (AFDC) would
be included. Of course, we encourage
those states which believe It is
appropriate, to adopt additional lifeline
measures as well. We ul90 recommend
limiting the qualifying state plans to
those in which eligibility is subject to
verification. If states or telephone
companies choose to implement
assistance programs that do not meet
these criteria, their subscribers would
pot be eligible for supplemental federal
assistance. Under our recommendation,
federal assistance would be available
fora single telephone line at the
principal residence of eligible
households. We recommend that state
assistance for basic local telephone
service, connection charges and
customer deposit requirements be
included in determining the level ci the
stale contribution to be matched b.'
federal assistance. The state
contribution may be generated from any
intrastatc source. We do nof believe that
uny showing of r.Avot At e..nnu.ienl
declines in tclepl.-r™" st hscribership
levels shou'd be required os u pre-
condition to receiving fcdtnl
assistance.

36. We also recommend that local
companies and states seeking to obtain
supplemental federal benefits be
required to submit information to lhe
Commission demonstrating that their
plan meets these criteria. We
recommend that the supplemental
assistance be made available
immediately upon certification tha* the
plan meets the federal standards
described above. In order to facilitate
action on these filings, we recommend
thnt the Commission delegate authority
to act on such pluns to the Chief.
Common Carrier Bureau.” We
recommend that federal supplemental
assistance for eligible lifeh.te plans be
made available as soon as the
Commission certification is issued and
tho necessary tariff revisions become
effective. The amounts involved at this
initial stage in the program will be
minimal, and we believe that they can
be covered through the existing ccrricr
common line charge without reducing
the carriers' access earnings beiow the
authorized level. The crrrler common
line churge should be revised effective

"IV * believe that the lolnl Doan! thould prepare
a recommendation in any eata whert a party trekt
Commliilon review ol a Bureau Chief dtcieion not
to approve lupplemtnial atiittance.
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June 1.1680 to reflect lifollno funding
requirements.

37. In addition, we recommend that
the Joint Board review the effectiveness
of this plan in conjunction with its
review of subscriber line charges which
is scheduled to begin in late 1988. To
facilitate this, we recommend thnt the
Commission require participating local
companies to monitor the effectiveness
of their assistance programs and provide
the Joint Board and the Commission
with annual reports. These reports
should Include a description of the
assistance measures, the cost of d’e
program, information on the number of
households taking advantage of the
assistance program, including
information on the number of existing
subscribers who switch to lifeline
service from other service offerings and
the number of new subscribers using the
service. We are also asking lhat these
reports contuin any availuble
information concerning the effect of the
plan on subscribership levels among low
income groups.

38. We believe that this approach will
provide slate regulators with a strong
incentive to develop lifeline assistance
programs, while ensuring that they are
able to respond appropriately to local
conditions. Although we strongly
encourage local telephone companies
and state regulators to participate in this
program, we do not believe thnt the
existing record warrants implementation
of a mandatory federal program.
Furthermore, we have every reason to
believe that state regulators and the
local companies will respond in a
responsible manner to ensure that
universal service is maintained.

39. Providing the federal assistance
through waiver of the full subscriber line
charge will ensure an adequate level of
assistance based on existing local rate
levels. Based on the present residential
and single line business subscriber line
charge of S1.00. this approach would
provide a maximum of $2.00 per month
in assistance for participating
subscribers. V/hen the subscriber lino
charge increases to $2.00 on June 1.1986.
this approach will generate a maximum
0of 04.00 per month in assistance. Wc
believe (hot these amounts are
reasonable in light of existing local rate
levels, and the targeting and verification
measures which we are recommending
will ensure thnt the benefits of this
program arc directed to lhe groups
which currently have the lowest
telephone subscribership levels, and are
most In need of assistance.

40. Re-cvnluntlon of this nppwch in
conjunction with the Joint Board’s re-
examination of subscriber line charges



' to begin in lato 1980 will allow us to

* study the effectiveness of this program
and recommend adjustments if
experience indicates that they are
necessary.

IV Ordoring Clauses

41. Accordingly, tho joint Board
recommends, that the Commission adopt
the recommendations set out ubove
concerning assistance measures to aid
low income households in uffording
telephone service and the revisions to
Part G9 of the Commission's Rules set
out in Attachment A.M

Federal Communications Commission.
William |. Tricnrico,
Secretary.

PART 69 -(AMENDED)

Attachment A

Recommended Amendments to Port 69
of the Commission's Rules

1. Amend § 69.203(d) by substituting
the phrase "paragraphs (fj and (g)" for
"paragraph (0".

2. Amend § 69.203 by adding the
following paragraph (g):

(9)(1) The End User Common l.ine charge
for residential subscribers shall be reduced to
Ihe c-xlenl of the slate assistance ns
calculated in (g)(2). or waived In full If Ihe
stole assistance equals or exceeds the
residential End User Common Linn Charge
under 1), circumstances described below. In
order to qualify for lhis waiver, the
subscriber must be eligible for und receive
assistance or benefits provided pursuant to a
narrowly targeted telephone lifeline
assistance plan requiring verification of
eligibility, implemented by the slate or local
telephone company. A siulc or local
telephone company wishing lo implement this
End User Common Line rrduction or waiver
for its subscribers shall file information with
lhe Commission Secretary demonstrating lhat
its plan meets the criteria set out in this
section, and showing the amount of state
assistance per subscriber ns described in
(9)(2). The reduction or waiver of the End
User Common Line Churgc shall be available
ns soon as lhe Commission certifies lhat he
state or local telephone plan statistics the
criteria set out in this subsection, und the
relevant tariff provisions become effective.

(2)(i) The State assistance per subscriber
shall be equal to the difference between lhe
charges lo bo paid by participating
subscribers und those to be paid by other
subscribers for comparable monthly local
exchange service, service connections and
customer deposits, except that benefits or
assistance for connection charges and
deposit requirements may only be counted
once annually. In order to be included in

"This recommendation is made pursuant to
sretium 4[i| nnd [||. S. M1. M2. 202. 205. 2t«. 221 4m
and 4tO ot lhe Communication* Act. a* amended. 42
use. 1) Jand (it. 151. M. M2.203. 205. 218. 221.
409 and 410.

S-074W9 00*4(0:M26-Di:C-*$-1* 17:32)

calculating Ihe stale assistance, such benefits
must bo for a single telephone line lo the
household's principal residence.

(2)(ii) The monthly stutc assistance per
participating subscriber shall be calculated
by udJing the amounts calculated In
paragraphs (A) and (O;].

(A) The amount of the monlhy slute
assistance per participating subscriber for
local exchange service chorged shall be
calculated by dividing Ihe annual difference
between the’charges paid by nil participating
subscribers for local excharige service and
the amount which would have been charged
to non qualifying subscribers for comParabIe
service by twelve times Ihe number o
subscribérs participating in the state
assistance p,rogram., Estimates may be used
when historic 0ata is not uvuilublc.

(D) The amount of the monthly state
assistance for service connections and
customer deposits per participating
subscriber shall be calculated by determining
the annual amount of the reduction in these
charges for participating subscribers each
year, and dividing Ihis amount b> twelve

times the number of participating subscribers.

Estimates may be used when historic data is
not available.

[loc. 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

agency: Federal Communications
Commission.

ACTION: Proposed rule.

SUMMARY: This action proposes to
assign UHF television Channel 26 to San
Clemente. California, in response to a
petition filed by Steve Newhort Ul IF
television Channel *48 must be
substituted for Channel *20 at Brawley.
California in order to accommodate this
assignment. The assignment of Channel
26 at San Clemente could provide a first
television service to that community.
dates: Comments must be filed on or
before February 10.1980. and reply
comments on or before February 25.
19PO0.

address: Federal Communications
Commission. Washington. D.C. 20554
FOR FURTHER INFORMATION CONTACT:
Kathleen Schcucrlc. Mass Media
Bureau. (202) 634-6530.

SUPPLEMENTARY INFORMATION:

List of Subjects in 47 CFR Part 73

Television broadcasting.

Tho authority citution for Part 73
continues to read:

Authority: SeCS. 4 und 303.4u Stat. 100d. a*
amended. *362. 4S5 amended: 4? U S C 154.

F4702.fmt..[10,30]..1/19/85

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.

Notice of Proposed Rulemaking

In the matter of umcndmecenl of § 73,GO0ti(b).
Table of Assignments. TV broadcast
Stations. (Fan Clemente und Brawley.
California) MM Docket No. 35-01. RM—611J.

Adopted: March 13,1985.

Releuscd: December 19.1985.

By the Chief. Policy and Rules Division.

1 Before the Commjssion for
consideration is a petition for rule
making filed by Steve Mewhort
%"petltloner"), proposing the assignment
0 UHF Television Channel 26 to"San
Clemente. California. The substitution of
UHF Television Channel =4s for unused
UHF Television Channel =26 in Brawley.
California, would be required to allow
the San Clemente assignment tq be
made in accordance with the mileage
requirements. Petitioner submitted
information in support of the proPosaI
and expressed an Interest in ap_P ying
for the San Clemente channel, |
assigned. The substitution and the
assignment can be made in compliance
with' the minimum distance separation
re%uwements and other technlfal
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.
. 2.5an Clemente (population 27.325) 1
in Orange County (population 1.932.709)
is located in southern California,
approximately so kilometers (so miles)
southeast of Los Angeles.

3. Currently pending before the
Commission 1s a rule making proceeding
to institute further hir.d mobile sharin
arrangements within the unr band (Sec
General Docket 65-172. X otiivof
Proposed Rule Making. 50 FR 23587.
published )une 29, 190s). 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

‘Copulation fl<U'c» were IArn bom IV ItHKIt* 5
n,in



Before Che
FEDERAL COHMUMICATIONS COHKISSIOM FCC 87J-1
Washington, D.C. 20554

In che Hatter of >
)
HTS end UATS Karkec Structure ) CC Docket Ho. 782
)
Amendment of Perc 67 of Che ) CC Docket Ho. 80-286
Commission's Rules end )
Establishment of e Joinc Boerd )

REOOHHENDED DECISION AND ORDER
Adopted: Herch 12, 1987; Releeeed: March ZI, 1987

By Che Federel-Scece Joinc Boerd:

I . Introduction

I. Pursuant Co che request of che Federal. Coomunicacions
Commission (Commission) in ics Further Nocice of Proposed Rulemaking
(Further Notice).™ ue presenc our recommendations concerning the effects of
che initial implemencation of (1) subscriber line charges (or SLCs), (2) che
federal lifeline assiscance program, and (3) che currenc high cosc
assiscance measures on Che primary goals of che access charge proceeding and
interexchange competition. Preserving universal service, promoting economic
efficiency, eliminating service pricing discrimination, and deterring
uneconomic bypass are che four longstanding goals identified in chie
proceeding.2 We also presenc our recommendations for further action che
Commission should cake to achieve chese goals. As a part of chis proposal
for further action, ue also make certain recommendaciona regarding

| Further Nocice of Proposed Rulemaking, MTS and UATS HarkcC Structure
and Amendment of Parc 67 of che Commission's Rules, CC Docket Nos. 78-72 and
80-286, FCC 86-305 (released July 2, 1986); summarized at 51 Fed. Rex.
27,426 (1986).

2 In chac proceeding, che Commission also seated chac che access charge
plan "represented an effort to preserve an opportunity for fair competition
during a transition period in vhich (ic) and Che industry work to eliminate
existing inequalicics in interconnection options offered interexchange
carriers." First Reconsideration Order, infra note 4, ac para. 3.



remain at $3.S0 ia a significant change from the Commission's original plLan
to recover all interstate NTS costs from end users.

5. In addition, ue recommend thac the currenc federal Lifeline
assiscance prograa continue as established and that Che matching.federal
benefits increase wich the recommended increase in SLCs. Ue also recommend
chac Che Commission implement an additional lifeline program chat will
provide assistance to offset Che coses .of initial connection to the
telephone network for low incoae households not- presently on che network.
Specifically, we recommend a two-part prograa: first, federal assiscance
sufficient to pay one-half of the charge;, up to $30.00, assessed for
commencing service would be provided to qualifying subscribers; and second,
where a local exchange carrier offers a deferred payment plan for service
commencement charges and it does not assess the subscriber any interest,
federal assistance will be available Co thac LEC to cover Che incerest costs
on an amounc up to $200.00. Ue believe that chis addicional Lifeline
assiscance prograa will provide an opportunity for those S million Lew
incoae households currently without telephone service to obtain that

service.

6. Further, ue recommend that the Commission retarget Che presenc
formula for high cost assistance to direct more assistance to smaller and
medium-sized LECs. Finally, we recommend that the Coumission modify ics
currenc mandatory pooling requirements to implement a revised pooling system
chac retains che benefits of che present system while permitting LECs needed

flexibility.

7. Ue believe chat che overall effect of the recommendaciona
presenced herein achieves a proper balance among che goals of chis
proceeding. Our recommendation to increase STCs will provide addicional
economic efficiency gains and further mitigate bypass. |In addition, che
limited increase in SLCs allows for the introduction of needed changes in
che mandatory common line pool by reducing Che disparity among carrier
common line (or CCL) rates that could cause undue pressure co deaverage
incerscace coll races. At Che same cime thac we are recommending chese
measures to increase necwork efficiency, we propose changes in Che-high cosc
and lifeline assistance programs that will promote our universal service
goal, by further protecting and benefiting small local high cosc exchange
carriers in maintaining reasonable rates, and assisting low income cuscomers
boch in initially connecting to the necwork and in affording che SLCs and
local service charges.

8. In order to ensure thac our proposals achieve Che desired
results, ue recommend an expanded monitoring effort by che Commission and
che Joinc Board. Ue recommend chac chis comprehensive monicoring proposal,
which will involve frequent reports CO Congress and scace regulatory bodies,
be described in detail in a Recommended Decision and Order co follow.



THIS DOCUMENT
HAS BEEN REPHOTOGRAPHED
TO ASSURE LEGIBILITY



2077

Before the
FEDERAL COMMUNICATIONS COMMISSION FCC 87J-1
Washington, D.C. 20554

In che Matter of

)

)
MTS and WATS Market Structure ) CC Docket No. 78-72
)
Amendment of Part 67 of the .) CC Docket No. 80-286
Commission's Rules and )
Establishment of a Joinc Board )

.REOOHHENDED DECISION AND ORDER
Adopted: March 12, 1987} Released: March ZI, 1987

By che Federal-State Joinc Board:
I . Introduction

1. Pursuanc to che request of the Federal Communicati
Commission (Commission) in its Further Nocice of Proposed Rulemaking
(Further Nocice).* we present our recommendations concerning Che effects of
che initial implementation of (1) subscriber line charges (or SLCs), (2) che
federal lifeline assiscance program, and (3) the currenc high cosc
assistance measures on the primary goals of the access charge proceed:ng and
interexchange competition. Preserving universal service, promoting economic
efficiency# eliminating service pricing discrimination, and deterring
uneconomic bypass are che four Longstanding goals identified in chis
proceeding.2 We also presenc our recommendations for further action the
Commission should cake to achieve chese goals. As a part of this proposal
for further action, we also make certain recommendations regarding

1 Further Nocice of Proposed Rulemaking, MTS and WATS Market Structure
and Amendment of Part 67 of che Commission's Rules, CC Docket Nos. 78-72 and
80-286, FCC 86-305 (released July 2, 1986); summarized at 51 Fed. Reg.
27,426 (1986).

2 In chat proceeding, che Commission also scaced chat che access charge
plan "represented an effort to preserve an opportunity for fair competition
during a transition period in which [it] and the induscry work to eliminate
existing inequalities in interconnection options offered interexchange
carriers." First Reconsideration Order, infra note 4, at para. 3.
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modification* to Che federal mandatory pool for carrier common line costs.
I1. Overview of Recommendations

2. la-supporting che implementation of limited subscriber line
charges along vith low income and high cost assistance measures two years
ago, ve recognized that our recommendations were a cautious step in
addressing the. problems inherent in the existing non-traffic sensitive (NTS)
cosc recovery mechanisms. We stated ac that time-that ve vould carefullv
evaluate the effects of these recommendations before proceeding vith any
further changes. The Commission's Further Notice initiated.the
reexamination of chese three issues and asked for recommendacionu in a
unified package for further action in Chese areas. As several outstanding
petitions raised questions regarding possible modifications to the mandatory
common line pooling system, the Commission also requested recommendations
for future action in this related area.

3. In. summary, ve find Chit the interim measures ve proposed and
the Commission adopted in 1984 have furthered Che four goals of chis
proceeding. We further find that certain additional steps are warranted
at Chis cime. In response to the Commission's request for proposed
modifications to its current SLCs, ve now recommend a permanent solution
co che issue of the proper approach to the recovery of interstate NTS loop
costs. We recommend that the Commission increase the current SLC to $2.60
on June 1, 1987, $3.20 on September 1, 1988, and $3.30 on April 1, 1989,
or the amounc with vhich the local exchange carriers (or LECs) vill recover
cheir full interstate NTS loop costa, whichever is less.3 Prior to any
increases in 1988 and 1989, ve- recommend chac Che aambors of Che Joinc Board
and the Commission conduct a 90-day scudy and review of the impact of SLCs
to date. We recommend that the Commission report to Congress and state
regulators on che results of these reviews*

4. Maintaining SLCs at the $3.30 cap will assure that
interexchange carriers (or I1XCs) continue to pay, on a nationwide basis,
an appropriate portion of NTS loop costs. In conjunction with chis action,

we recommend that che Commission ensure chac all of die cosc savings
resulting from this final implementation of SLCs be flowed through co
cuscomers in che form of lower incerstace toll races. We note Chat in chis
Order ve do not recommend that Che Commission adopt jn toco any of che plans
presented by parties in Che record. Horeover, qur recommendation chac SLCs

3 We also recommend that Che flat-rate charge for embedded Centrex lines
be Increased to $4.00 on June 1, 1987, to $3.00 on September 1, 1988, and to
$6.00 on April 1, 1989, or the multi-line business subscriber line charge,
vl ich recovers the LEC's full interstate NTS loop costs, whichever is less.



remain at $3.SO is a significant change £rom che Commission's original plan
to recover all incerscace NTS coses from end users.

5. In addition, we recommend thac che current federal lifeline
assistance program continue as established and that che matching.federal
benefica increase wich Che recommended increase in SLCs. We also recommend
chac Che Commission implement an addicional lifeline program, chac will
provide assistance Co offsec Che coses .of inicial conneccion CO the
telephone network for low income households nor.- presently on che network.
Specifically, we recommend a two-part program: firsc, federal assiscance
sufficienC Co pay one-half of che charges, up co $30.00, assessed for
commencing service would be provided Co qualifying subscribers; and second,
where a local exchange carrier offers a deferred payment plan for service
commencement charges and it does noc a.sesa Che subscriber any inceresc,
federal assiscance will be available co chac LEC co cover che inceresc cosch
on an amounc up co $200.00. We believe Chat chis addicional lifeline
assiscance program will provide an opportunity for Chase S million low
income households currendy without Celephone service Co obtain chac
service.

6. Further, we recommend chac Che Commission retarget che presenc
formula for high cosc assiscance Co direct more assistance co smaller and
medium-sited LECs. Finally, we recommend Chat Che Commission modify ics
currenc mandatory pooling requirements CO implement a revised pooling system
chac recains che benefits of che presenc system while permitting LECs needed
flexibility.

7. We believe Chat che overall effecc of che recommendacicns
presented herein achieves a proper balance among che goals of chis
proceeding. Our recommendation Co increase SLCs will provide additional
economic efficiency gain's and further micigace bypass. In addition, che
limited increase in SLCs allows for che introduction of needed changes in
che mandatory common line pool by reducing Che disparity among carrier
common line (or CCL) races chac could cause undue pressure co deaverage
incerscace coll races. AC Che same cime Chat we are recommending chese
measures co increase network efficiency, ve propose changes in che high cosc
and lifeline assiscance programs chac will promoce our universal service
goal, by further protecting and benefiting small local high ccsc exchange
carriers in maintaining reasonable races, and assisting low income cuscomers
boch in initially connecting Co che network and in affording che SLCs and
local service charges.

8. In order Co ensure chac our proposals achieve che desired
results, we recommend an expanded monitoring effort by che Commission and
che Joinc Board. We recommend chac Chis comprehensive monitoring proposal,
which willL involve frequent reports co Congress and state regulatory bodies,
be described in decail in a Recommended Decision and Order co follow.
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I11. Background

9. In a series of reconsideration orders in CC Docket No. 78-72,
Che Coanission reviewed and revised aspects of its access charge plan
adopted in the Access Charge Order.” An important aspect of the access
charge plan provided that a aajor portion of the local loop costs allocated
to the interstate jurisdiction would be recovered directly from telephone
subscribers through monthly flat-rate charges,5 end found chat such fixed
charges would achieve the primary goals of the access charge proceeding.

10. In the Second Reconsideration Order, the Commission deferred
the implementation of che residential and single-line business subscriber
line charges until 1985 pending che completion of a number of proceedings.6

A The Access Charge Order established a system of tariffed access
charges through which local exchange carriers recover roost of cheir costs
assigned to che incerscace jurisdiction through the separations process.
Third Report and Order, MTS and WATS Market Structure, CC Docket No. 78-72,
93 FCC 2d 241 (1983) (hereinafter the Access Charge Order), modified on
reconsideracion. 97 FCC 2d 682 (1983) (hereinafter First Reconsideration
Order), modified on reconsideration, 97 FCC 834 (1984j)-thereinafter Second
Reconsideration Order), aff'd in principal part *and remanded in part,
Nacional Ass'n of Regulatory Utility Comm'rs v. FCC,.737 T .2d 1095 ( D.C.
Cir. 1984), cert, denied, 105 S. Ct. 1224, 1225 (1985), modified on
further reconsideration. 99 FCC 2d 708 (1984), 101 FCC 2d 1222 (1985), aff'd
on further reconsideration, 102 FCC 2d 849 (1985).* pecicions for review
pending. People of California FCC, No. 84-1124 (D.C. Cir., petition filed
April 2, 1984), and AT&T v. FCC. No. 84-1148 (D.C. Cir., pecition filed
April- 16, 1984).

5 The Commission's initial decision provided chat a substantial portion
of fixed exchange plant costs that are assigned to interstate services
should ultimately be recovered through flat-rate per line charges that are
assessed upon end users. However, ic also noted Che possible disrupcive
effects of immediate flat-race charges for che entire end user portion and
therefore provided that in 1984, the first year of Che plan, LCCs would
have co charge a minimum flat fee of $2.00 per line per month for
residential subscribers and $4.00 per lint per month for business
subscribers. The plan further provided a five-year transition period for
recovery of all interstate NTS loop costs from end users except for high
cost assiscance, customer premises equipment (CPC), and inside wire
costs, which would be recovered from the pooled CCL charges. See generally



These proceedings included an examination of Che SLCs and the transition
mechanism for implementing them, possible assistance programs for low income
households, and assistance measures for subscribers in high cost study
areas.” Pursuant to the decision to examine these issues, che Commission
issued -a Further Notice of Proposed Rulemaking in vhich it requested
recommendations from this Federal-State Joint Board (Joinc Board) regarding
the-, implementation of residential and single-line business SLCs, possible
exemptions or targeted assistance for lov income subscribers, and more
effective mechanisms to meet the needs of high cost telephone LCCs for
additional assistance.”

11. In November 1984, ve issued our recommendations on the
various issues referred to us.9 In our Recommended Decision, we
formulated a three-part plan. Firsc, ve recommended chat limited

residential and single-line business SLCs of $1.00 per line per month be
implemented in June 198S, to be increased to $2.00 per line per month in
June 1986.70 Second, ve recommended a two-phase program for assiscance to

Access Charge Order note 4, at paras. 124-49.

6 In the First Reconsideration Order, the Commission provided thac
initial subscriber line charges of $2.00 per month for residential and
single-line cuscomers vould be implemented in 1984, vith SLCs increasing to
a $3.00 cap in 1985 and a $4.00 in 1986, where the charge would remain
chrough 1989. The plan also established subscriber line charges for
multi-line business customers equal to $6.00 per month or Che full
incerscace allocation of NTS loop costs for the study area involved. In the
Second Reconsideration Order, however, the Commission did noc defer the
implementation of muiti-line business SLCs, finding chat the charges would
not be so burdensome as to cause businesses to forego telephone service.
These charges became effective in May 1984. See generally Recommended
Decision . infra note 9, at paras. 5-12.

7 The other proceedings that the Commission initiated in the Second
Recons iderat ion Order were: (1) a further inquiry into the effects on
universal service of SLCs and federal decisions in general; and (2) a
further inquiry to compile more detailed data on che extent and nature of
bypass of che telephone network. AIll of the proceedings were completed in
1985. See Further Nocice. supra note 1, at para. 3.

8 Further Nocice of Proposed Rulemaking, HTS and WATS Market Structure
and Amendment of Part 67 of the Commission's Rules, CC Docket Nos. 78-72 and
80-286, 49 Fed. Reg. 18,318 (1984).

9 Recommended Decision and Order, MTS and WATS Harket Structure and
Amendment of Part 67 of the Commission's Rules, CC Dockec Nos. 78-72 and
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lov income households* We established guidelines for s limited federal
lifeline program, which provided a 302 reductioo in che SLC for cuscomers
qualifying under a scace-establisheci Lifeline program cbec was means-cesced
and subject Co verificacion.- We also recommended an expediced study co
establisn broader lifeline measures co assise low income
households.** Third, we recommended retargeting che federal high cost
assiscance measures co provide addicional assiscance co telephone
subscribers served by LZCs .wich fewer chan-30,000 access lines and chose
wich particularly high HTS loop coses.*® We recommended Chat SLCs remain at

80-286, 49 Ped. Reg. 48,325 (1984) (hereinafter Recommended Decision).

10 We also recommended Chat some flexibility be given co che LECs in che
form of opcional alternative Cariff provisions Co recover carrier common
line costs in order to coabac localized bypass problems. We furthe-
recoamended that Che Commission and Joinc Board staff work closely witn
interested stace public utility commissions co explore more comprehensive
exprrimencal Cariffs for recovery of interstate NTS costs. See Recontnended
Decision, supra note 9, and Memorandum Opinion and Order, MTS and UATS
Market Structure and Ameudmenc Co Parc 67 of che Commission’s Rules, 3C
Docket Hos. 78-72 and 80-286, 50 Fed. Reg. 13,028 (1985)(order
establishing Che procedures for filing opcional alternative and experimental
Cariffs). Experimental Cariffs were filed by che Florida Public Service
Commission (Florida) on November 9, 1984, che Roches .er Telephone Company
(Roehescor) on January 16, 1986, and che Illinois local exchange carriers
(ILECs), on December 30, 1986. In June 1985, we found chac che Florida
plan, as Chen structured, would impose addicional cost burdens on telephone
subscribers in ocher scaces and recommended chac Florida revise ics plan.
Recommended Decision and Order, MTS and WATS Market Structure and Amendmenc
of Part 67 of che Commission's Rules, CC Docket Nos. 78-72 and 80-286, FCC
Mimeo No. 5328 (released June 25, 1985). The Rochester and ILEC pecicions
will be discussed in Chis proceeding. See infra note 77.

11 Pursuanc Co chac study, we recommended broader lifeline measures thac
provided for federal benefits, vhich match state assiscance, up co che full
amount of che SLC, provided che stace has a lifeline program chac has been
certified as meeting our general requirements chac eligibility for such
programs be means-Cested and subject co verificacion. Our recommendaciona
were adopted by che Commission in December 1985. Recommended Decision and
Order, MTS and WATS Harkec Structure and Amendmenc of Parc 67 of che
Commission's Rules, CC Docket Nos. 78-72 and 80-286, 50 Fed. Reg. 5-2,964
(1985); Decision and. Order, MTS and WATS Market Structure and Amendmenc co
Parc 67 of Che Commission's Rules, CC Dockec Nos. 78-72 and 80-286, 51 Fed.
Reg. 1371 (1936) (hcreinafcer Lifeline Order), aff'd on recon.. 1 FCC Red
436 (1986) (hereinafter Lifeline Reconsideration Order).



$2.00 uncil che completion of a further Joint Board proceeding to examine
the effect of SL”n on universal service, economic efficiency, interexchange
competition, anr oypass.** Wich a feu minor changes and clarifications, Che
Commission adopted our recommendations.*4

12. On July 2, 1986, Che Commission issued ics Further Notice
asking chis Joinc Board co examine Che effects of (1) SLCs, (2) che federal
lifeline assiscance program, and (3) the present measures co assist high
cost telephone companies, on che primary goals of che access charge
proceeding and incerexchange competition. The Commission recognized Chat
Chis Joint Board's previous recommendation on chese issues involved
integrated measures adopted co advance che four primary goals of che access
charge proceeding and interexchange competition. Ic seated Chac the lifeline
program and high cosc assiscance measures were integral parts of a cohesive
package, and therefore muse also be examined as pare of che review of SLCs.
In addition, che Commission requested our recommendations on possible
modifications Co Che currenc provisions for mandatory nationwide pooling of
common line costs and revenues.*3

12 High cosc assiscance measures contained in Parc 67 of che Commission's
rules allocate an addicional percentage of NTS loop coses co che incerscace
jurisdiction for LECs wich higher chan average NTS loop costs. 47 C.F.R. §
67.631 (1986). These measures are designed Co reduce che intrascate cosc
allocation and keep local service races lower chan chey otherwise would be.
See Recommended Decision, supra note 9, aC paras. 46-73. These measures
are also described as Che High Cosc Faccor or che Universal Service Faccor
in che Commission's rules, but are more commonly referred to as che high
cosc fund or universal service fund in Joint Board and Comnission decisions.
See 47 C.F.R. 88 67.601 and 69.501(a) (1986). For addicional discussion on
high cosc assistance see Further Nocice. supra note 1, ac para. 8.

13 Recommended Decision, supra note 9, ac para. 2.

14 Decision and Order, NTS and WATS Karkec Structure and Amendmenc of Parc
67 of che Commission's Rules, CC Docket Nos. 78-72 and 80-286, 50 Fed. Reg.
939 (1985) (hereinafcer Subscriber Line Charge Order).

15 The Commission has prescribed a nationwide mandatory pool £or che
incerscace allocation of common line costs. See Access Charge Order, supra
note 4, ac 328; and infra paras. 112-116. Pursuanc co Commission Rules,
the recovery of che incerscace porcion of NTS loop coses is administered by
che National Exchange Carrier Associacion (NECA). These rules also provide
Chat chese coses are assigned Co Che "common line element” and are recovered
in pare from end users chrough SLCs and in part from incerexchange carriers
chrough nationally uniform, per minute CCL charges. See 47 C.F.R. 88
69.601-69.610 (1986). The CCL charge is che per minute charge paid by



13. In seeking public comacnc for our consideration of these
issues, che Further Notice requested discussion on whether Che original
three-part plan presented in our recoanendatione has furthered Che primary
goals of Chis proceeding and what farther seeps, if any, should be taken
to achieve these goals. Specifically asked for comments on: (1} whether
che SLCs should be. increased (and if so, to what level and on what
schedule),'modified in some fashion, or remain unchanged at their presenc
level; (2) whether che federal lifeline prograa and high cost assiscance
measures presently in place reflect a properly targeced response to che need
for assiscance Co low income subscribers and subscribers in high cost areas,
and whether chese programs should be modified, and in what manner; and (3)
-whac alternatives may be available Co Che currenc mandatory pooling
mechanisms used Co recover che incerscace allocation of NTS exchange coses.
Finally, Che Commission requested ChaC we evaluaCe all of che issues
discussed in Che Further Notice, as well as Che comments and replies filed
in the record, and prepare recomnendacions for Commission consideration Chat
will further achieve the goals described in the Access Charge Order.

IV. Subscriber Line Charges and NTS Cost Recovery

A. Comment Summary

14. The incerexchange carriers that submitted comments in
response to the Further Notice*" — AT&T, ALC Communications (ALC) and US
Sprinc —generally supporc subscriber line charges and argue Chac these

charges should be increased. Specifically, Che IXCs believe chac
implemencation of che limiced SLC represents a movement to more cost-based
pricing, which has resulted in increased economic efficiency and a decrease
in pricing disparities among services wich no adverse effects on universal
service.

15. The IXCs cite several major benefits from che limited SLCs
presently in effect. They argue chac in terms of eliminating unreasonable
service pricing discrimination, che movement co SLCs has already allowed
substantial reductions in Che CCL race charged incerexchange carriers. This
flac-rate recovery of incerscace NTS coses from end users has resulted in a
smaller differencial between switched access races and substitutes, such as
special access. [IXCs assert Chat che benefits of SLCs are demonscraced
by Che substantial increase in cotal minuces of use Or MOUs) for switched
access service.

incerexchange carriers chrough which che LECs recover che portion of cheir
NTS loop coses assigned co che incerscace jurisdiction thac is noc recovered
Chrough che SLCs.
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16. In cerna of economic efficiency benefica, AT&T obaerves thac
wich Che implemencecion of SLCa, ica interstate oeaaege coll racea have
decreased approximacely 20218 for che average cuacomer, and che number of
AT&T's inceracace coll messages has increased by 9Z. AT&T furcher scaces
chac Che economic efficiency benefica chac reaulc from flac-rate end uaer
recovery of Che inceracace porcion of UTS loop coaca exr.end beyond che
celecommunicaciona sector. Ic references a acudy by che Whareon Econometric
Forecasting Associates vhich concludes Chac impleaencacion of SLCa has led
Co an increase of $6 billion in cbe nation's real Cross Uacional Produce
(CMP), created 10,000 nev jobs, reduced Che federal deficit by $1.9 billion,
and decreased overall price levels by .12.19 Furthermore, AT&T urges Chac ic
ia necessary co continue increasing Che transition Co flat-race subscriber
line charges co increase che use of che network and generate che full range
of societal benefica ChaC vill flow from more econoaic pricing.20

17. AT&T claims chac although some progress has been made in
deterring uneconomic bypaaa, 702 of che inceracace subscriber plane revenue

16 A list of all parties and cheir abbreviations commencing in chis
proceeding is found in Appendix A.

17 According co AT&T, NECA's midyear 1986 filing reporced a 102 increase
in access HOUs between 1984 and 198S. AT&T Comments aC 13.

18 See AT&T Commencs ac 13. AT&T actribucea chia decrease is Co che
transfer, since 1984, of more chan $3 billion per year from, IXC recovery
to subscriber loop recovery, together with ocher Commission policies chac
have.furcher reduced CCL races. AT&T racea for switched accesa (MTS and
WATS) services were reduced by 3.62 in 1983 and by another 122 in 1986, each
as pare of Che flow-through which we recommended wich Che implementation of
Che $1.00 and $2.00 SLC. AT&T Commencs ac 16. Addicional decreases of 112
for MTS and 32 for WATS chac were noc reflected in che AT&T commencs became
effective on January 1, 1987. See infra noce 67.

19 Whereon Econometric Forecasting Associates, Pricing Telecommunications
Services: The Impact on che U.S. Economy of Subscriber Line Charges (1986)
(Whareon Scudy).

20 AT&T cites Che Wharton Study as demonstrating che full range of
benefits co be gained from implementing a $1 per month subscriber line
increase each year for che next five years, culminating in a $7 dollar SLC
cap in 1991. Wich chis further progress in cosc-based pricing, AT&T claims
chac che implemencecion of SLCs over a 3 year phase-in will lead co an
increase of $23.8 billion in che real CMP, create 30,000 nev jobs, reduce

9.
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requirement is «cill being recovered through IXC charge*. It contend¥*,
along vith ALC, that aome bypass of the public avitched network i* being
averted by aubacriber line charge* and othar Commiaaion action, but that if
the preaant uneconomic toll Loading continue*, tha bypaaa potential vill
be aignificant. .Thua, AT&T conclude* that thia Joint Board and the
Commiaaion muat continue to move away from uneconomic toll loading by
increaaing SLC*. It vieva movement to $4.00 by 1988 aa an eaacntial next
atep in that proceaa. AT&T and ALC ace no univeraal aervice concern* aa a
reault of the preaent limited SLCa, citing ateady or increaaing telephone
penetration level*. AT&T alao contend* thac if problem* ahould develop with
che implementation of increaaed SLCa, the Commiaaion haa an ongoing
monitoring program and vould be able to respond quickly to mitigate them.

18. While ALC and US Sprint aupport increased SLCs,they suggest
thac SLCs beincreased at a rate of $.30 per line per yearin order to
minimize -consumer disruption, and to coincide vith the completion of equal
accesa conversions and protect incerexchange competition.MCIl states that
any increase in SLCa must be baaed on a atrong reco*- i of economic
efficiency, because, in it* view, bypass concerns alone do not justify an
increase in SLCs.22

19. The LECs also state chac Che implementation ofLimited SLCa
has furthered <che primary, goals of Chia proceeding. Thus, asa group they
strongly support an increase in che leveL of SLCs. Four major induscry
groups are spousors of che LEC industry-wide Unity 1-A agreement, submitted
as comments in chis proceeding.23 =nd propose in that agreement an increase

tne federal deficit by $10.3 billion and decrease overall price levels by
.22. AT&T Consents at 24.

21 Aa an alternative proposal, ALC recommends Chat che Commission
substitute a fixed price differencial between premium and nonpremium access
service for che currenc percentage based differencial, in order co reduce
Che pressure on the other common carriers' (0OCCs) operating margins
resulting from lover CCL charges. US Sprint supports chis alcernative
proposal.

22 In MCl'a opinion, che Commission's decision requiring chac che price of
WATS accesa lines be cost-baaed and chat reductions be made to the
originating CCL race have done much to address che bypass problem.
According to MCI, a direct result of Chis decision is co eliminate che
uneconomic loading of HTS costa on UATS usage and with chat diminish che
incentive for uneconomic bypass of th* switched necwork. In ics reply
comments, MCI critiques che analyses- and assumptions of che various bypass
studies submitted by che Bell Operating Companies (BOCs). See infra note
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