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i n  r e s i d e n t i a l  end s i n g l e - l i n e  bus iness  SLCs to $3.00 in June 1987 end $4.00 
i n  J a n u a r y  1988, o r  the  s a o u n t  v i t h  vh i ch  e LCC v i l l  recover  i c s  fu l l  study 
t r e e  i n t e r s t a t e  U T S  l o o p  c o s t s ,  v h i c h e v e r  i s  l e s s ,  ' / he  agreemenc  a l s o  
p r o v id e s  t h a t  LCC s  may v o l u n t a r i l y  r a i s e  the ir  SLCs above $4 .00, subject Co 
c o n s i d e r a t i o n s  o f  u n i v e r s a l  s e r v i c e  o b j e c t i v e s  and market  cond i t ions , -  and 
c h a t  i n t e r e x c h a n g e  c a r r i e r s  s h o u l d  p a y  an  " a p p r o ;  r i a t e  p o r t i o n * 1 o f  
i n c e r s c a c e  HTS c o s t s .  F u r th e rm o r e ,  a s  p a r t  o f  C h e i r  j o i n c  commencs, Che 
Un i c y  1-A s p o n s o r s  propose to i n c rea se  che subscr iber  l ine  charge appl ied t o  
embedded C e n t r e x  l i n e s  from the presenc $3.00 amount to a $4.00 cap in. June 
1987 and a $3.00 cap in January 1988.

20. T h e  L EC s  a rgue  t h a t  che  imp lemen ta t i on  o f  $1.00 and $2.00 
SLCs  has  r e s u l t e d  in economic  e f f i c i e n c y  b e n e f i t s ,  c i t i n g  the  s i g n i f i c a n t  
r e d u c t i o n s  in  CCL r a t e s  Chat  h a v e  i n c r e a s e d  o e r a l l  demand for i n t e r s t a t e

32.

23 The  four  in du sc ry  a s s o c i a c i o n s  that  submitted che Unicy 1-A agreement 
are  the H a c i o n a l  Ru r a l  T e l e p h o n e  A sso c ia c i on  (NRTA), che Hac iona l  Te lephone 
C o o p e r a c i v e  A s s o c i a c i o n  (NTCA) , che O r g a n i s a t i o n  for  Che Advancement  and 
P r o t e c t i o n  o f  Smal l  T e l e p h o n e  Compan ies  (OPASTCO) , and t h e  U n i t e d  S t a t e s  
T e l e p h o n e  A s s o c i a c i o n  (USTA) . T h i s  agreemenc i s  an o u t g r o v t h  o f  che LEC 
1984 U n i c y  a g r e e m e n c ,  v h i c h  v a s  su bm i t t ed  for  c o n s i d e r a t i o n  d u r in g  our 
p r e v i o u s  examination o f ’cheae a c c e s s  charge i s s u e s .  The Unicy 1-A agreemenc 
v a s  f i l e d  i n  t h i s  p r o c e e d i n g  on  J u l y  23, 1986, and v a s  supp lemented  by 
comments and r e p l y  commencs by che sponsors .

T h e  s p o n s o r s  s t a t e  c h a t  t he y  r e p r e s e n t  o v e r  1300 l o c a l  t e l e p h o n e  
companie s  o v n i n g  over 99Z o f  a l l  exchange a c ce s s  l ines in che country .  They 
p r e s en c  as  che  major  g o a l s  o f  c h e i r  agreemenc: 1) che broadest c onn e c t i v i t y  
r e a s o n a b l y  a t t a i n a b l e ;  2) u s a g e  c h a r g e s  v h i c h  v i l l  encourage e f f i c i en t  use 
o f  che  n e c v o r k ;  and 3) r e d u c t i o n  in  the scope and complexity of r egu la t i on .  
The  agreement  p r e s e n t s  a comprehensive approach co che i s sue s  ra ised  in the 
F u r t h e r  Hoc i c e . by advocating not on ly  in crea ses  in SLCs ,  but a l s o  rev is ions  
i n  h i g h  c o s c  a s s i s t a n c e  ( d i s c u s s e d  in fra  p a r a s .  73-77) and che p r e s en c  
p o o l i n g  sy s t em  ( d i s c u s s e d  infra p a ra s .  98-101).

A d d i t i o n a l l y ,  th e  U n i t y  1-A ag reemen t  r e f l e c t s  che  t h i r d  g o a l  o f  i cs  
s p o n s o r s  by s u p p o r t i n g  continued use o f  average schedules as a compensation 
mechanism and o f  an o v e r a l l  i n t e r s t a t e  r a t e  o f  r e t u rn  in each ju r i s d i c t i o n  
as  che most a p p r o p r i a t e  method t o  p r o p e r l y  p r o c e c t  t h e  r u r a l ,  high c o s t ,  
h i g h l y  l e v e r a g e d ,  REA-fund<td L EC s  and a l l  o c h e r  small  celephone companies.  
I t  a l s o  s e e k s  che r e d u c t i o n  o r  e l im ination o f  FCC requirements che sponsors 
d e s c r i b e  a s  u n n e c e s s a r y  and b u r d e n s o a e ,  and separat ions  reform. As chese 
l a c t e r  i s s u e s  a r e  b e y o n d  c h e  s c o p e  o f  c h i s  p r o c e e d i n g ,  t h e y  a r e  noc 
d i s c u s s e d  here in .
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sw i t c h e d  a c c e s s  s e r v i c e s .  Th ey  a l s o  c la im  that un iv e r sa l  a e r v i c e  has noc 
been  a d v e r s e l y  a f f e c c e d  by  S L C s ,  c o n t e nd in g  ChaC n a t i o n w i d e  t e l e p h o n e  
p e n e t r a t i o n  l e v e l s  a r e  a t  t h e i r  h i g h e s t  p o i n t  ( o v e r  92X) s i n c e  
d i v e s t i t u r e ^  and t h a t  Chere  has  been no decrease  in telephone pene tra t i on  
l e v e l s  f o r  low i n c o a e ,  e l d e r l y  o r  r u r a l  p o p u l a t i o n s  a s  a r e su l t  o f  S L C s . 26 
Many o f  t h e  BOCs and independent  LECs s t a t e  in che ir  comments that  in t h e i r  
p a r t i c u l a r  r e r io o *  the telephone penetrat ion ra te s  have not de c r ea sed ? ?  and 
i n  a any  i n s t a n c e s  t h e  n u ab e r  o f  sw i t c h e d  a c c e s s  l in e s  has in cr ea sed .  28 I n  
p a r t i c u l a r ,  S o u t h w e s t e r n  B e l l  s e e s  no e v i d e n c e  that  the present  SLCs have 
had a n e g a t i v e  i a p a c t  on u n i v e r s a l  s e r v i c e .  I t s  c om m en t s  i n c l u d e  a 
d i s c o n n e c t  s t u d y  c o n d u c t e d  in Kansas C i ty  that i t  claims revea led thac  high 
t o l l  b i l l s  w e r e  more i n f l u e n t i a l  on the deci s i on  to' d isconnect  than the co s c  
o f  b a s i c  l o c a l  s e r v i c e *  S im i l ar ly ,  a Washington s t a t e  study suba icted  as an

24 See  J o i n c  Comments, Appendix 3 at 3.

23 See  B e l l  A t l a n t i c  Comeiencs at 4.

26 B e l l  A c l a n c i c  s t a t e s  t h a t  pene tra t i on  ra te s  for the e ld e r ly  cuscomers
in  i t s  s e r v i c e  a r e a  a r e  in e x c e s s  o f  93Z. I d . a t  S .  I n  a d d i t i o n ,  NYNEX 
no ted  a n e t  g a i n  in the  number o f  s u b s c r i b e r  l i n e s  s i n c e  June  1, 1985, in 
i c s  e n d  o f f i c e s  v h i c h  s e r v e  low income, e l d e r l y  and r u r a l  a r e a s .  NYNEX 
Comments a t  16-17.

27 F o r  e x a m p l e .  B e l l  A c l a n c i c  s t a t e s  t h a t  t h e r e  h a s  b e e n  no
s t a t i s t i c a l l y  s i g n i f i c a n t  d e c l i n e  in t e l e p h o n e  p e n e t r a t i o n  r a t e s  in  any 
s t a t e  i t  s e r v e s .  S e e  B e l l  A c l a n c i c  Comments e t  5. See  a l s o  Amer icech  
Commencs a t  4 -5 }  R o c h e s t e r  Comments a t  17} C inc innat i  Be l l  Comments a t  2 -3 }  
NYNEX Comments a t  16-17} Pac i f i c  Be l l  and Nevada Be l l  Commencs a t  3} SNET a t  
2 -3 } US West Commencs t  9.

28 B e l l S o u t h  r e p j r t s  a 2.2Z increase  in che number o f  households i t  serves  
dur ing  th e  p a s t  two  and on e -h a l f  y e a r s ,  whi le Rochester  repor t s  an in crea se  
of 2.1Z in  c h e  number  o f  h o u s e h o l d s  i t  s e r v e s  in j u s t  o v e r  two y e a r s .  
B e l l S o u t h  Commencs a t  8} R o c h e s t e r  Commencs a t  Exhibit  A} see a l s o  C eo t e l  
Commencs a t  2} P a c i f i c  Be l l  and Nevada Bel l  Commencs a t  3.

L EC s  a l s o  n o t e  t h e i r  a b i l i t y  to  m a in ta in  low b a s i c  r a t q s .  B e l l  
A c l a n c i c  c l a im s  t h a t  che c o s t  o f  ba s i c  l o ca l  telephone se rv i ce  remains qu i te  
low and t h a c ,  a s  a p e r c e n t a g e  o f  h ouseho ld  income, t h e  p r i c e  of  f l a t - r . e e  
r e s i d e n t i a l  s e r v i c e  h a s  a c t u a l l y  d e c r e a s e d  o v e r  t h e  p a s t  t en  y e a r s .  I t  
f u r c h e r  n o t e s  t h a t  e v en  w i c h  a $4.00 s u b s c r i b e r  l i n e  c h a r g e ,  t h e  c o s c  of 
f l a t - r a t e  r e s i d e n t i a l  s e r v i c e  would '  s t i l l  r e p r e s e n t  l e s s  chan .SZ o f  che 
av e rag e  h o u s e h o ld  income . B e l l  A t l a n t i c  Comments a t  S -6 .
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a p p e n d i x  t o  US Wewt ' s  comment* found t h a t ,  on a v e r a g e ,  cu a t om era  w h o s e  
a e r v i c e  w a s  d i s c o n n e c t e d  had Long d i s t an c e  charges equal  t o  or in exces s  of 
t h e i r  b i l l  f o r  l o c a i  s e r v i c e . ? ?  T h u s ,  t h e s e  L EC s  c o n c l u d e  t h a t  t o  the 
e x t e n t  - h a t  S L C s  h a v e  c a u s e d  and  w i l l  c o n t i n u e  t o  c a u s e  s i g n i f i c a n t  
d e c r e a s e s  i n  t h e  i n t e r s t a t e  t o l l  r a t e s ,  many low  i n c o a e  c u s t om e r s  can  
b e n e f i t .

21. Th e  L EC s  a l s o  a r g u e  t h a t  implementation o f  l imited SLCs has 
p ro v id ed  g r e a t e r  i n c e n t i v e  for  Large  u s e r s  t o  s t a y  on . o e  network  and has 
thus  a v e r t e d  o r  d e l a y e d  d e c i s i o n s  by. c h e s e  u s e r s  t o  b y p a s s  t h e  sw i t c h e d  
n e t w o r k .  Th e  LECs a s s e r t ,  however , thac  che uneconomic pr ic ing d i s p a r i t i e s ,  
i f  l e f t  u n c h a n g e d ,  r em a in  a t  l e v e l s  s u f f i c i e n t  t o  f o r c e  l a r g e  u s e r s  co 
abandon t h e  publ i c sw itched  network for econoa ic  r e a son s .  Southwes tern  Be l l  
s t a t e s  t h a c  t h e  e x i s c i n g  S L " s  have  diminished uneconomic bypass i n c e n t i v e s ,  
bu t  s u b m i t s  s e v e r a l  s t u d i e i  s u p p o r t i n g  i t s  c o n c l u s i o n  t h a t  s i g n i f i c a n t  
b yp a s s  i n c e n t i v e s  r em a in .30 a  number o f  o t h e r  BOCs a l s o  submitted s tud ie s  
or  d a t a  t o  d e m o n s t r a t e  p r e s e n c  o r  f u tu r e  b yp a s s  r i s k s ,  f o c u s i n g  on che 
p e r c e i v a d  immediate t h r e a t  o f  s e r v i c e  b y p a s s , 31 as  t h e y  urge  f u r t h e r

Th e  U n i t y  1-A s p o n s o r s  n o t e  in c h e i r  r ep ly  comments chac s e ve ra l  
s t a t e s  h av e  r e c e n t l y  moved to implement l imited subscr iber  l ine  charges for 
i n t r a s t a c e  recovery  purposes as w e l l .  J o in c  Reply Comments ac 13.

29 See  infra note  60.

30 S o u t h w e s t e r n  B e l l  subm i t t ed  w i c h  i c s  comments che r e s u l t s  o f  three 
d i f f e r e n t  b yp a s s  s t u d i e s  co supporc ics  c onc lu s ion  regarding bypass .  F i r s c ,  
u s i n g  a L o c a t i o n  S p e c i f i c  B yp a s s  Sy stem  (LSBS )  mode l , '  i t  found Chac i f  a l l  
c u s t o m e r s  who  had che e c o n o a i c  i n c e n t i v e  a d op t e d  th e  i d e n t i f i e d  b y p a s s  
. e c h n o l o g y  a f c e r  J une  1, 1986, S o u thw e s t e r n  Be i l  would have seen decreased  
r e v enue s  o f  $296.7 m i l l i o n .  S o u t h w e s t e r n  B e l l  Comments at 17-18 (App. 4) .  
I n  i c s  B yp a s s  Adop t i o n  B a t e  Scudy  (BARS), i t  est imated tha t  about 24 .8Z of 
i c s  t o t a l  c h a r g e a b l e  a c c e s s  m inu tes  wou ld  be l o s t  to  b yp a s s  in 1990, in 
s p i c e  o f  a $2.00 SLC and t h e  c h ang e s  in a c c e s s  charge ru les  adopted in the 
C ommis s ion ' s  d e c i s i o n  in CC D o c k e t  N o .  86 -1 .  I t  est imaced thac che bypass 
l o s s  by 199S wou ld  reach  39 .7 Z .  Id.* a t  19. In  i t s  third scudy , in which i t  
em p l o y ed  a B y p a s s  A n a l y s i s  and  T r a c k i n g  S y s t e m  D a t a  B a s e  (BATS) and 
a t t em p ted  t ;  measure  t h e  ex cen c  t h a t  b y p a s s  i s  a c t u a l l y  o c c u r r i n g  in i t s  
c e r t i f i c a t e d  s e r v i c e  a r e a s ,  i t  found t h a c  674 t r a f f i c  l o c a t i o n s  met the  
t h r e s h o l d  o f  a 40Z d e c r e a s e  in t o l l  minutes o f  use  over  the des ignated  cime 
p e r i o d ,  a f i g u r e  Chat  S o u t h w e s t e r n  B e l l  c l a im s  i n d i c a t e s  t h a t  a l o c a t i o n  
has p o c e n c i a l l y  b y p a s s e d  S o u t h w e s t e r n  B e l l ' s  n e t w o r k .  S ou thw e s t e r n  Be l l  
» l y s  c h a t  i t  i s  s u p p l e m e n t i n g  c h i s  s t u d y  w i t h  o n - s i t e  v i s i t s  and o c h e r  
t e c h n i q u e s  t o  c o r r o b o r a t e  t h a t  t h e  i d e n t i f i e d  l o c a t i o n s  a r e  in f a c t  
b y p a s s i n g .  I t  has  v e r i f i e d  12 b yp a s s  systems in Kansas,  wh ich  i t  maintains 
v o u l d ,  w i t h  f u l l  im p l em en t a t i o n ,  r e s u l t  i n  a minimum an n u a l  l o s s  o f  $3.3
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a c t i o n  t o  reduce CCL r a t e s  by increas ing  SLCs .  Americech a s s e r t s  t h a t ,  w i t h  
the c o n c e n t r a t i o n  o f  b u s i n e s s  in che  Ch ic ago  loop area and new compet i t ive  
f i b e r  o p t i c  s y s t e m s  b e i n g  i n t r o d u c e d  t h e r e ,  some 20Z o f  I l l i n o i s  B e l l ' s  
t o t a l  r e v e n u e s  a r e  a t  r i s k  from b y p a s s .  B e l l S o u t h  m a in t a in s  t h a t  u n d e r  
c u r r e n c  r u l e s ,  t h e  p o t e n t i a l  l o s s  from bypass in i t s  region i s  $397m i l l i o n *  
NYNEX, P a c i f i c  B e l l ,  and US West  a l s o  i d e n t i f y  s e r i ou s  bypass concerns  for  
t h e i r  a r e a s . 22 I n  a d d i t i o n  t o  ch e i r  own s t u d i e s ,  many o f  these  LECs  c i t e

m i l l i o n  in a c c e s a  and in tra LATA  t o l l  r ev enue s .  Southwestern Be l1 mainta ins 
t h a t  b y p a s s  by one la rge  user  in S t .  Louis has a l ready  reduced i c s  revenues  
fc/ $6 m i l l i o n  a n n u a l l y .  Ld . a t  19-21.

31 S e r v i c e  b y p a s s  i n v o l v e s  the  m ig r a t i o n  o f  c u s t om e r s  from sw i tched t o  
s p e c i a l  a c c e s s  s e r v i c e s  due to  uneconomic  l o a d i n g  o f  NTS  l o o p  c o s t s  on 
i n t e r s t a t e  c o l l  r a t e s .  S o u t h w e s t e r n  B e l l  c o n t e n d s  t h a t  s e r v i c e  b y p a s s  
r em a in s  an  im m e d i a t e  p rob lem ,  su bm i t t i n g  t h a t  o r d e r s  f o r  h i g h  c a p a c i t y  
f a c i l i t i e s ,  w h i c h  i t  a s s u m e s  a r e  b e i n g  u s e d  t o  c a r r y  b y p a s s  t r a f f i c ,  
i n c r e a s e d  183Z from J u n e  1985 to  Hay 1986. I t  e s t imates  that  changes from 
sw i t c h e d  t o  s p e c i a l  a c c e s s  f a c i l i t i e s  by tvo  large Oklahoma companies a lone  
r e s u l t e d  in an e s t im a t e d  a n n u a l  r e v enue  l o s s  t o  che company of  $8 mil l i  n .  
I d . a t  21. R o c h e s t e r  a r s e r c s  t h a t  d e s p i t e  r e d u c t i o n s  in c o l l  r a t e s  and 
g e n e r a l  e conom ic  g r o w t h ,  che  sw i t c h e d  a c c e s s  s e r v i c e  u s a g e  o f  i t s  top 10 
c u s t o m e r s  d e c l i n e d  b y  27 .6Z d u r i n g  a t h r e e - m o n t h  p e r i o d  in  1986 when 
compared w i t h  c h e i r  u s a g e  during che same period in 1985, wh i le  a t  che same 
t ime ,  the  u s e  o f  s p e c i a l  a c c e s s  f a c i l i t i e s  by these  same customers in crea sed  
by 47 .6Z. R o c h e s t e r  Cusuaents a t  21-23. HCI  c la ims chat  R oches t e r ' s  s tudy  
does  noc  c o n s i d e r  CCL and t o l l  r a te  reduc t i on s ,  and thus is noc u s e f u l .  HCI 
Reply  Comments a t  13-14.

32 NYNEX c l a im s  t h a t  ev id ence  chat  ic s  end of f ices  predominately se rv ing  
b u s i n e s s e s  h ave  had a lower race o f  growth chan r e s id en t i a l  end o f f i c e s ,  and 
Chat Chere  i s  a l o w e r  p e r c e n t a g e  o f  g row th  in or ig inat ing  Chan terminating 
m in u t e s ,  supports  che argument chat  business users are bypass ing s e r v i c e s  to  
a v o id  pay ing  uneconomic sw itched  a c ce s s  charges .  NYNEX contends th a t  usage 
c a r r i e d  o v e r  p r i v a t e  l i n e s  ha s  grown more r a p i d l y  Chan o v e r a l l  u s ag e ,  and 
t h a t  i f  b y p a s s  i s  l e f t  unstemmed, che  u nr e cov c r ed  c o s t  per sub scr ib e r  l ine  
per month w i l l  be an average o f  $2.30 -  3.46 in New York and $1.39 -  2.09 in 
New E n g l a n d .  'NYNEX Commencs  a t  9 -12 .

P a c i f i c  B e l l  c i t e s  t w e n t y - o n e  s p e c i f i c  examples o f  bypass o f  i t s  
n e c w o r k  a n d  m a i n t a i n s  c h a c  b y p a s s  i s  a g r o w i n g  p h e n om en on  d u e  co  
v u l n e r a b i l i t y  i n  r e g u l a t e d  r a c e  d e s i g n ,  a v a i l a b i l i t y  o f  a d v a n c i n g  
t e c h n o l o g i e s ,  and v end or  s t r a t e g i e s  chac lock Pac i f i c  Be l l  out o f  marketing 
i n t r a L A T A  s e r v i c e s .  P a c i f i c  B e l l  and  N e v a d a  B e l l  Comments ac  4 -5  and 
A t ta chment  C .  US W e s t  c o n d u c t e d  two studies  chat  i t  maintains demonstrate 
t h a t  che c u r r e n c  l e v e l  o f  end u s e r  c h a r g e s  must be i n c r e a s e d  t o  f u r t h e r  
r e d u c e  th e  i n c e n t i v e s  for  une conom ic  b y p a s s .  I t  s t a t e s  t h a t  one  s c u d y ,
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a r e c e n t  r e p o r t  i s s u e d  by the  U n i t e d  S tate*  Cener&L Accounting Off ice (GAO) 
wh ich  c o n c l u d e d  t h a t  16-292 o f  c u s t om e r s  bypaa* and aa many aa 532 of  the 
L E C a *  e u i t o n i r i  a r e  c o n a i d e r i n g  p l a n a  t o  i n i t i a t e  o r  i n c r e a a e  bypaaa
a c t i v i t i e s . 33

27. CP N a t i o n a l ,  t h e  one  LEC  t h a t  doea  no t  a u p p o r t  increaa ing  
S L C a  a t  t h i a  t im e ,  a s s e r t s  t h a t  t h e ' r e c o r d  doea not  a u p p o r t  c l a im s  o f  
uneconom ic  b y p a a a ,  and propoaea  t h a t  th*  Commiaaion m a in t a in  th* currenc 
SLCa s i n c e  t h e  p e r c e i v e d  b e n e f i t s  o f  SLC s  " h a v e  n o c  r e a ched  CP N a t i o n a l ' s  
s e r v i c e  a r e a s . "34 Shenandoah ,  w h i l e  expre s s in g  i t s  support for che Un ity  
1-A a g r e em en t ' s  p r o p o s a l  regarding SLCs,  a l s o  maintains tha t  Che agreement 's 
s t a t em en t  t h a t  incerexchange c a r r i e r s  should continue paying an "app ropr ia t e  
p o r t i o n "  o f  common l i n e  c o a t s  s u p p o r t s  i c a  p o s i t i o n  t h a c  IXCa sh ou ld  pay 
a c h a r g e  ba aed  e i t h e r  on r e l a t i v e  u s e / i n t e r s t a t e  subscr iber  l i n e  usage (or 
SLU)  o r  a r o u g h l y  e q u i v a l e n t  f ix ed  p e r c e n t a g e  (9-102) o f  NTS  loop  c o s t s .  
S henandoah  s u g g e s t s  t h a t  c h i s  charge be -assessed on a acudy area ba s i s  and 
m a in t a in *  c h a t  f o r  many customers such a charge would permit che capping o f  
SLCa a t  . l ess than $4.00.33

compar ing  che number o f  cu s tomer  l o c a t i o n s  for  e a c h  s t a t e  in the  US West 
s e r v i c e  r e g i o n  w h e r e - t h e  customer has an economic incen t ive  to sh i f t  t r a f f i c  
from sw i t c h e d  to sp e c i a l  a c ce s s  s e r v i c e s ,  showed tha t  the economic in cen t iv e  
f o r  b yp a s s  w ou ld  be e l im ina ted  with a f u l l ,  c o s t -b a s ed  SLC .  A second study 
c a l c u l a t i n g  c h e  c r o s s - o v e r  p o i n t  b e tw e e n  sw i t c h e d  and s p e c i a l  a c c e s s  
s e r v i c e s  c o n f i rm ed ,  in US W e s t ' s  v i ew ,  chac a reduct ion  in bypass  p o t en t i a l  
o c c u r s  aa a c c e s s  p r i c e s  c o n t i n u e  t o  move in che d i r e c t i o n  o f  a c t u a l  c o s t s .  
US West Comments at  29-30.

HCI c r i t i q u e s  che bypass s tud ie s  presented by the BOCs. I t  cla ims 
t h a t  A m e r i c e c h ' s  c o n c l u s i o n  r e g a r d i n g  t h e  b yp a s s  prob lem in  C h i c a g o  i s  
i r r e l e v a n t  s i n c e  i t  f o c u s e s  o n l y  on f a c i l i t i e s  b y p a s s  a n d ,  in H C I ' s  v i ew ,  
f u r c h e r  imp lemen ta t i on  o f  SLCs  w i l l  noc inf luence Chis type o f  bypass .  HCI 
c l a im s  t h a c  B e l l S o u t h  f a i l s  to  e x p l a i n  how i c  d e r i v e d  i t s  es t imate  o f  $397 
m i l l i o n  in r e v en u e  l o s s .  HCI c o n t e n d s  c h a t  NYNEX v a s t l y  o v e r s t a t e s  che 
b yp a s s  prob lem and t h a t  in r e a l i t y  Che bypass threat  i s "m in i s cu l e "  in terms 
o f  ch e  im p a c t  on c h e  end u s e r .  H C I  f a u l t s  P a c i f i c  B e l l ' s  a n a l y s i s  for  
m i s s t a t i n g  t h e  a s sumed  p r i c u  f o r  s p e c i a l  a c c e s s  s e r v i c e ,  for f a i l i n g  to 
compare  s p e c i a l  a c c e s s  and WATS r a t e s ,  and for  o v e r s t a t i n g  che amount of 
t r a f f i c  e a ch  s p e c i a l  a c c e s s  l i n e  can  c a r r y .  HCI c l a im s  t h a t  Southwestern 
B e i l ' s  L S B S  s t u d y  e r r o n e o u s l y  a s sumes  chac  s w i t c h e d  a c c e s s  s e r v i c e  ia 
homogeneous v i t h  ,*11 forms of b y p a s s ,  end t h a t  a cu s t omer  w i l l  chose only 
one IXC ,  che on* in  c l o s e s t  p rox im i t y  t o  i t .  HCI ELeply Commencs 'at 2 -17 .

33 S e e  infra note  76.

34 CP N a c i o n a l  s t a t e s  t h a t  i t  s e r v e s  l o c a l  a r e a s  i d e n t i f i e d  a s  r u r a l ,  
many o f  w h i c h  h a v e  h i g h  l o c a l  ex change  r a c e s .  CP N a t i o n a l  s c a c e s  c h a t
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23* S t a t e  p u b l i c  u t i l i t y  c o m m i s s i o n s  ( s t a t e  c o o m i t a i o n a )  
p a r t i c i p a t i n g  in  c h i a  p r o c e e d i n g  e x p r e s a  a r an g e  o f  v i e w e  on che NTS 
c o a c  r e c o v e r y  i a a u e a .  Ac Cho o u c a « c ,  a number  o f  a c a c e  c o m m i s s i o n s ,  
p a r c i c u l a r l y  t h o s e  o f  C a l i f o r n i a ,  ch e  D i a c r i c c  o f  C o l u m b i a ,  K a n s a s ,  
H i s s o u t ' i ,  and M e *  York , r a i a e  concerna thac chia reexamination pror ‘d ing ia
p r e a a c u r e  a i n c e  the  a u b a c r i b e r  l i n e  charge  v a a  o n l y  increased Co $2.00 in
Ju n e  1986. T h e y  c on c end  chac  SLCa have  noc been in ef fecc for a  au ff i c ienc  
cime p e r i o d  Co d e te rm in e  a c c u r a t e l y  che . impact chac  an i n c r e a a e  in SLCa  
would h av e  on ch e  u n i v e r a a l  a e r v i c e  ob jecc ive .  In  add ic ion ,  aome argue chac 
c h e r e  h a v e  been  a e v e r a l  changes,  in Cbe j u r i a d i c c i o n a l  a e p a r a c i o n a  r u l e s ,  
a l o n g  w i c h  o c h e r  Commission a c t i on s  aimed ac  deCarring bypaaa, and chac che 
im p a c c  c h a c  C h e se  ch angea  w i l l  have  on l o c a l  r a c e a  shou ld  be d e ce rm ined  
b e fo r e  a n y  in c rea se s  in SLCa are considered .

24. I n  addre s s ing  che subscance o f  NTS cosc  recovery  i s s u e s ,  many
a c a c e  c o m m i a a i o n a  u r g e  c h a c  Che NTS  c o s e s  a l l o c a c e d  Co Che i n c e r a c a c e  
j u r i s d i c c i o n  s h ou ld  be r e c o v e r e d  Chrough c h a r g e s  Co c h e  IXCs  as w e l l  as  
f l a c - r a c e  c h a r g e s  on end u s e r s . 37 H ich igan  and H issour i  auggesc th a t  the

a l c h o u g h  i c  h a s  an  o v e r a l l  a n n u a l  g r o w c h  r a c e  o f  2Z in  che  number o f  
s u b s c r i b e r s  i c  s e r v e s ,  i c  a L s o  s e r v e s  p a r c i c u l a r  a r e a s  w i c h  d e p r e s s e d  
p e n e c r a c i o n  l e v e l s .  CP Nac iona l  Commencs ac 2.

35 T h e  U n i c y  1-A s p o n s o r s  d i s a g r e e  wich Shenandoah's in cerprecac ion  chac 
a S L U - b a s e d  IX C  c h a r g e  f o r  e a c h  a c u d y  a r e a  i s  c o n s i a c e n c  w i c h  c h a c  
a g r e e m e n c ,  c o n c e n d i n g  c h a c  c h e  u s e  o f  SLU  v o u l d  n o c  h a v e  ch e  same 
" r e l a t i v e l y  c o n s i a c e n c  impac c "  among che LECs  as  Che U n i c y  1-A p r o p o s a l .  
J o i n c  Reply Comments ac 32.

36 On J a n u a r y  9, 1987, c h e  C o l o r a d o  Pub l i c  U t i l i t i e s  Commiss ion  f i l e d  
commencs , in w h i c h  i c  a rgued  Chat  any i n c r e a s e  in SLCs  s h ou ld  be de layed 
u n c i l  f u r c h e r  s t u d y  o f  an a l l o c a t i o n  and p r i c in g  t h e o r y  p r e s e n t e d  in a 
r e p o r t ,  e n t i t l e d  " C o s C - o f - S e r v i c e  Hethods  for  I n t r a s t a c e  J u r i s d i c t i o n a l  
T e l e p h o n e  S e r v i c e s , "  i s s u e d  by Che N a c i o n a l  R e gu l a t o r y  Research I n s t i t u t e  
( NR R I ) ,  R eporC  N o .  NRRI-84 -13 ,  in Apri l  1985. Although chese commencs were 
aubmicced t h r e e  monchs a f t e r  che c l o s e  of che pleading cy c l e  and we do noc 
want co  e n c o u r a g e  auch l a c e n e s a ,  u e  w i l l  c o n s i d e r  chem in o r d e r  co  fu l l y  
e x p l o r e  a l l  p o s i t i o n s  on che i s sues  rai sed  in che Further N o c i c e .

37 On H a r c h ' 4 ,  1987, t h e  N a c i o n a l  A s s o c i a c i o n  o f  R e g u l a t o r y  U t i l i t y  
Commiss ions  f i l e d  a r e s o l u t i o n  in che r e c o r d ,  a c a c in g  chac chere  should be 
no i n c r e a a e  in ch e  e x i s t i n g  SLCs u n t i l  one f u l l  y e a r  of e x p e r i e n c e  and a 
s c u d y  o f  c h e  im p a c c  o f  che e x i s c i n g  ch arge  and any i n c r e a s e d  c h a r g e  on 
s u b s c r i b e r s ,  and  c h a c  i n c e r e x c h a n g e  c a r r i e r s  shou ld  pay a p o r t i o n  o f  
Che i n c e r s t a c e  a l l o c a t i o n  o f  NTS loop coses based upon a measure o f  reLac ive
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IXCs  s h o u l d  pay *n i n t e r s t a t e  SLU -based charge , that  i s ,  a charge based on 
r e l a t i v e  i n t e r s t a t e  t o l l  s u b s c r i b e r  l i n e  u s a g e ,  v i t h  any  a d d i t i o n a l  NTS 
c o s t s  n o t  r e c o v e r e d  fr im IXCs ava i l ab le  for recovery  through S L C s . 38 Some 
o t h e r  s t a t e  c o m m i s s i o n s  g o  f u r t h e r  and  a r g u e  t h a t  S L C s  s h o u l d  be 
e l im i n a t e d .39 A rkan sa s  a l s o  adopts  the concept  of charges -based on r e l a t i v e  
i n t e r s t a t e  u s e  t o  I X C j , b u t  p r o p o s a l  s o r t  f u n d a m e n t a l  c h a n g e s  in  
j u r i s d i c t i o n a l  s e p a r a t i o n s  and NTS 'cost, r e c o v e r y . L i k e  A r k an s a n ,

u s e  o f  s u b s c r i b e r  l i n e s .  L e t t e r  from P a u l  R o d g e r s ,  G e n e r a l  C o u n s e l ,  
N a t i o n a l  A s s o c i a t i o n  o f  R e g u l a t o r y  U t i l i t y  C om m i s s i o n s ,  co W i l l i am  J .  
T r i c a r i c o ,  S e c r e t a r y ,  F e d e r a l  Commun icat ions  Commiss ion  (March  2, 1987).

38 M i c h i g a n  m a in t a i n s  t h a t  th e  p r e s e n c  $2.00 SLC  b r i n g s  some lov  c o s t  
L EC s  t o  a p o i n t  vh e re  on ly  a SLU-based r e s idu a l  remains to be recovered from 
t h e  I X C s .  M i s s o u r i  a g r e e s  and f u r t h e r  a r g u e s  c h a c  t h e  J o i n c  Board 
r e commendat ion  o f  November 1984 supports the pos i t ion  chac IXCa should pay, 
on a n a t i o n w i d e  b a s i s ,  a charge  based on at  l e a s t  a SLU l e v e l  o f  NTS c o s t s .  
I t  recommends t h a t  b e f o r e  i n c r e a s i n g  S L C s ,  the  J o i n c  Board should examine 
hov c l o s e  the current  po l i cy  brings the LECs co a SLU-based IXC charge .

AT&T o p p o s e s  che concept of a SLU-based charge on IXCa, along w i th  
a cap  on end u s e r -  i n c e r s c a c e  NTS c o s t  recovery ,  clairaing#t h * t . t h i s  proposa l  
amounts to a r e v e r s a l  o f  che  Commis s ion ' s  fundamenta l p o s i t i o h  on recovery  
o f  NTS c o s t s  t h r ough  end u s e r  c h a r g e s .  AT&T a s s e r t s  chac ,  in any e v en t ,  
w ich  a SLC  o f  $4.00 in 1988, t h e  IXCs  wou ld  s t i l l  be  p ay in g  c h a r g e s  which  
e x c e e d  a S L U - b a s e d  p o r t i o n  o f  MTS l o op  c o s t s .  AT&T g e p l y  Commencs a t  
Attachment B.

39 S p e c i f i c a l l y ,  K a n s a s ,  T e x a s  and A rkan sa s  c a l l  for el im inating SLCs .

40 I n  i t s  c om m en c s  in  c h i s  p r o c e e d i n g ,  A r k a n s a s  P u b l i c  U t i l i t i e s  
Commiss ion  (A rk a n s a s )  p r o p o s e s  an "exper imenta l unif ied t a r i f f "  for NTS c o s t  
r e c o v e r y ,  a p p l i c a b l e  o n l y  t o  i t s  s t a t e .  I n  i t s  r e p l y  commencs , A rkan sa s  
m od i f ie s  and expands on c h i s  p r o p o s a l  t o  a p p l y  i t  on a n a t i o n w i d e  b a s i s .  
In  i c s  r e v i s e d  p r o p o s a l ,  A rk an sa s  p r o p o s e s  f i r s c  that  a l l  r e s i d e n t i a l  SLCs 
be e l im in a t e d  and t h a t  the  money cu r r e n t l y  recovered chrough the se  charges 
be a l l o c a t e d  t o  t h e  i n t r a s t a c e  j u r i s d i c t i o n  and r e c o v e r e d  ch rough  l o c a l  
r a t e s  i n  " c h e  m o s t  e c o n o m i c  and e q u i t a b l e  m an n e r . "  S e c o n d ,  A rkan sa s  
p r o p o s e s  t h a t  t h e  i n t e r s t a t e  a l l o c a t o r  f o r  N T S  common l i n e  c o s t s  be 
g r a d u a l l y  r e d u c ed  .from che 211 b a s i c  a l l o c a t o r  co a SLU-based a l l o c a t o r  on 
a s t u d y  a r e a  b a s i s .  U n d e r  t h e  p l a n ,  c h o s e  NTS c o s t s  rema in ing  in  Che 
i n c e r s c a c e  j u r i s d i c t i o n  wou ld  be pa id by I X C s .  Arkansa s  a l s o  makes ocher  
s p e c i f i c  p r o p o s a l s  r e g a r d i n g  che method o f  recover ing  chese c o s t s  from the 
IX C s .  L i k e  A r k a n s a s ,  T e x a s  p r o p o s e s  e l im i n a t i n g  the  SLC and sh i f t ing  the 
a s s o c i a t e d  NTS c o s t s  t o  the i n t r a s t a t e  j u r i s d i c t i o n ,  thereby a l l ow ing  che 
s t a t e  com m is s i o n s  t o  d e v e l o p  the most " equ i t ab l e  and economica l ly  e f f i c i e n t "  
means o f  a l l o c a t i n g  these  c o s t s .



C a l i f o r n i a  s u g g e s t s  a j u r i s d i c t i o n a l  s e p a r a t i o n s  change  co  a S L U - b a s e d  
a l l o c a t i o n  for  tha i n t a r a c a t a  p o r t i o n  o f  HTS c o s t s ,  and a t  t h a  same C ine  
a n d o r a e a  Shenandoah's p r o p o s a l . * !

25* F o c u s i n g  s p e c i f i c a l l y  on SLCa and t h e i r  impact on un iv eraa l  
a e r v i c e ,  t ha  D i a t r i c t  o f  C o lumb ia ,  F l o r i d a ,  Kansas and T ex a s  contend thut  
t h e  C om m ia a i o n  c a n n o t  r e l y  on  d a t a  from tha U « S *  Buraau o f  t h e  Cenaua 
( C e n s u s  B u r a a u )  t o  f ind  Chat  p e n e t r a t i o n  r a t a a  have  no t  d e c r a a a e d  aa  a 
r e a u l t  o f  implamenting SLCa , because other  factors auch aa popu lat ion  growth 
r a c e s  o r  th e  l i f e l i n e  program may h av a  bean e f f e c t i v e  in k e ep in g  o v e r a l l  
p e n e t r a t i o n  r a t e s  a t  t h e  c u r r e n t  l e v e l s * .  Furthermore ,  Arkansas ,  Hiasouiri  
and Hew York  a l s o  c o n t e nd  t h a t  subscr iber  l ine charges are s imilar to  l o c a l  
s e r v i c e  r a c e a  a n d ,  aa auch, in crea s ing  SLCs w i l l  increase  che coat  o f  a c c e s a  
to  che l o c a l  n e tw o r k  and t h e r e b y  d e c r e a s e  the number of persons who could  
a f f o r d  t e l e p h o n e  s e r v i c e *  I n  p a r t i c u l a r ,  Hew Y o r k  a r g u e s  t h a t  t h e  
C o m m i s s i o n  mus t  c o o s i d e r  an  end  u s e r ' s  t o t a l  month ly  b i l l  in o r d e r  to 
e v a l u a t e  a c c u r a t e l y  t h e  e f f e c t  on  t h e  and u s e r  o f  i n c r e a s i n g  S L C s .  
C a l i f o r n i a  a r g u e s  t h a t  ch e  impact  o f  s u b s c r i b e r  l i n e  c h a r g e s  on un iv e r sa l  
s e r v i c e  o u s t  be e v a l u a t e d  in  c o n j u n c t i o n  v i t h  other  changes c aus ing  upward 
p r e s s u r e  on l o c a l  s e r v i c e  r a t e s  su ch  aa the phase -out  of CPC c o s t s  and che 
d e r e g u l a t i o n  o f  b i l l i n g  and  c o l l e c t i o n .  A rk an sa s  a r g u e s  t h a t ,  w i t h  a

Comments w e r e  r e c e i v e d  o n l y  on the i n i t i a l  Arkansas "experimenta l  
u n i f i e d  c a r i f f "  p r o p o s a l *  T h a t  e x p e r im en t a l  p r o p o s a l  v o u l d  r e c o v e r  b o t h  
i n t e r s t a t e  and i n t r a s t a c e  c o s t s  pursuant to a unif ied Cari ff  administered by 
the s t a t e ,  c h a t  wou ld  be chara c t e r i z ed  by f l a t - r a c e  recovery  from che IX C s ;  
HC I  o p p o s e s  Che  A r k a n s a s  p l a n  b e c a u s e  i t  wou ld  s h i f t  the  r i s k s  o f  NTS 
i n v e s tm en t  from LECs  t o  I X C s .  I t  f u r c h e r  m a in t a in s  chac the plan imposes 
d o u b l e - c h a r g e s  on IXCs  t h a t  p u r c h a s e  s p e c i a l  a c c e s s  by i n c l u d i n g  s p e c i a l  
a c c e s s  m inuces  in Che c a l c u l a t i o n  o f  market  share  for the apportionment of 
sw i t c h e d  a c c e s s  NTS c o s t  r e c o v e r y .  HCI a l s o  f a u l t s  th e  p lan  for  f a i l i n g  
to p r o v i d e  f o r  some d i f f e r e n t i a l  r a c e  b e tw een  premium and non -prem ium 
a c c e s s  s e r v i c e .  Ad Hoc a r g ue s  t h a t  Arkansas fa i led co explain i t s  proposal, 
in  s u f f i c i e n t  d e t a i l .  F i n a l l y ,  the  s p o n s o r s  o f  che Un i c y  1-A ag reemenc  
rebu t  t h e  c o n t e n t i o n  made by A rkan sa s  Chat  a S L U - b a s e d  charge to IXCs i s  
c o n s i s t e n t  w ich  that agreemenc. They explain that  Che agreement c l e a r l y  does 
noc  a d v o c a t e  t h e  j u r i s i d i c c i o n a l  s e p a r a t i o n s  ch ange s  r e q u i r e d  by che 
Arkan sa s  p l a n ,  and . t h a t  t h e  uae o f  SLU wou ld  noc  have  t h e  same ef fect  as 
the Un i c y  1-A proposa l .  See a l s o  supra not tf 35 and accosrpanying t e x t .

41 NYNEX c a u t i o n s  t h a t  c h e  c o n c e p t  o f  a S L U  or  r e l a c i v e - u s e ' - b a s e d  
r e c o v e r y  o f  l o o p  c o s t s  from the IXCs ra i s e s  s e vera l  concerns .  F i r s t ,  NYNEX 
e x p r e s s e s  c o n c e r n  chac  because SLU ia a u s a g e - s e n s i t i v e  a l l o c a t o r ,  MTS c o s t  
r e c o v e t y  from che IXCs on a SLU b a s i s  cou ld  ex ace rba t e  uneconomic bypa s s .  
S e c o n d ,  i c  n o t e s  c h a t  by mere ly  sh i f t ing  more of the revenue requirement t o  
Che i n t r a s t a c e  s id e  o f  the  b u s i n e s s ,  the SLU a l l o c a t o r  does noc n e c e s s a r i l y
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p e n e t r a t i o n  r a t e  o f  o n l y  88Z in  i t a  s t a t e ,  an  i n c r e a a e  in  S L C a  v i l l  
f r u s t r a t e  u n i v e r a a l  a e r v i c e .  P e n n s y l v a n i a  and T exa s  c o n t e nd  t h a t  t he  
t y p i c a l  a u b s c r i b e r  who Bak e s  few long  d i s t a n c e  c a l l s  doea not benefit  from 
the  d e c r e a s e d  i n t e r s t a t e  t o l l  r a t e s  that have resu l ted  from the in troduc t i on  
o f  S L C s .

■26m I n  c o n t r a s t  to  stoat other  s t a t e  coamissions , I l l i n o i s  argues 
t h a t  s u b s c r i b e r  l i n e  c h a r g e s  shou ld  be i n c r e a s e d ,  c o n t e n d i n g  t h a t  t h e  
t r a n s f e r  o f  N T S  c o s t  r e c o v e r y  t o  end u s e r s  v i l l  e n c o u r a g e  e f f i c i e n c y ,  
promote r a t i o n a l  e c o n o a i c  d e v e l o pm en t ,  m a in ta in  un iv er sa l  s e r v i c e  and lead 
to  s d e c r e a s e  i n  u n n e c e s s a r y  s u b s i d i z a t i o n  in  t h e  t e l e c om m un i c a t i o n s  
i n d u s t r y .  I l l i n o i s  s u p p o r t s  i c s  a r g um en t  by  n o t i n g  t h a t  s u b s c r i b e r  
p e n e t r a t i o n  l e v e l s  for  I l l i n o i s  have  remained s t a b l e .  I t  s t a t e s  chac che 
m a in te n an c e  o f  U r g e  c u s t om e r s  on che p u b l i c  s v i t c h e d  network v i l l  ensure 
Chat  a l l  s u b s c r i b e r s  e n j o y  che  b e n e f i t s  d e r i v e d  through  che use  o f  common 
f a c i l i t i e s .

27. I l l i n o i s  a l s o  c i t e s  i t s  c o n c e r n  v i t h  b y p a s s  prob lems in 
C h i c a g o  a s  j u s t i f i c a t i o n  for i n c r e a s i n g  S L C s . 42 O t h e r  s t a t e  commissions 
ma in ca in  t h a t  l i t t l e  e v i d e n c e  has  been Presented to e s t a b l i s h  the ex i s tence  
o f  une conom ic  b y p a s s  o r  Che e f f e c t  l j a c  SLCs have  had in combatting i t ;  in 
C h e i r  v i e w ,  t h e  e v i d e n c e  p r o v id e d  st far has been mostly a n e c d o t a L 42 They  
ma in ca in  c h a t  che c o s t s  o f  impos ing  higher subscr iber  l ine charges outweigh

s o l v e  th e  une conom ic  bypass problem; such a c t ion  may crea te  upward pressure  
on i n t r a s t a c e  r a t e s  ar.d in cent ives  for more bypass.

42 I n  i t s  r e p l y  c o m m e n t s ,  N e v  J e r s e y  Board o f  P ub l i c  U t i l i t i e s  (New 
J e r s e y )  a l s o  s c a c e s  i c s  c on ce rn s  v i c h  bypass problems presenc in ics s c a c e ,  
and i n c l u d e s  s e v e r a l  examples o f  e x i s c i n g  b ypa s s  a c t i v i c i e s .  I t  enc lo se s  a 
r e p o r t  d owngrad ing  Nev J e r s e y  B e l l ' s  bond r a c i n g  b e c a u s e  of the f inanc ia l  
community ' s  c o n c e r n  r e s p e c t i n g  b y p a s s  o f  Nev J e r s e y  Be l l ' s  network , caused 
by .the m anda tory  pool ing of c a r r i e r  common l ine c o s t s .

43 A number  o f  s t a t e  c o m m i s s i o n s  s p e c i f i c a l l y  c r i t i c i z e  the  b yp a s s  
s t u d i e s  and s u r v e y s  subm it ted  by the BOCs. Ca l i forn ia  rebuts  Pac i f i c  B e l l ' s  
i n f o r m a t i o n  on  b y p a s s  ( s e e  s u p r a  n o t e  32),  c l a im i n g  t h a t  i t  d o e s  noc 
n e c e s s a r i l y  s u p p o r c  a c o n c l u s i o n  t h a t  S L C s  s h o u l d  be i n c r e a s e d .  I t  
m a in t a in s  t h a c  the  break -even  po int for bypass could be ra i sed  by increas ing  
s p e c i a l  a c c e s s  r a t e s  r e l a t i v e  co sw itched ac ce s s  r a t e s ,  jus t  aa e f f e c t i v e l y  
as  r a i s i n g  S L C s .  Kansas f a u l t s  che bypass s tud ies  suba icted by Southwestern 
B e l l  ( s e e  supra  n o t e  30). I t  a r g u e s  Chat  under the  LSBS model, ra tepayers  
v o u l d  be p ay in g  more in S LC s  than  the  amounc s a v ed  in  d e c r e a s e d  b y p a s s .  
F u r t h e rm o r e ,  Kansas submits  chac  che  BARS study fa i l s  to cons ider  a number 
o f  f a c t o r s  b e s i d e s  r a t e s  c h a t  w e r e  c i t e d  by S o u t h w e s t e r n  B e l l  in i c s
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Che b e n e f i t s  o f  a v o id i n g  bypass revenue lo o se* ,  thac s tud ie s  do not  ind i c a t e  
t h a t  g r e a c e r  SLC s  a r e  n e c e s s a r y  to  conba t  bypass ,  and that  increased SLCa 
w i l l  i n c r e a s e  " l o c a l  b y p a s s "  and fur ther  erode un iver sa l  s e r v i c e .  A number 
o f  s t a t e  comm iss ion s  argue tha t  reduced i n t e r s t a t e  c o l l  ra tes  r e su l t ing  from 
im p lem en ta t i o n  o f  S L C s  h ave  n o c  h e lped  a l l e v i a t e  b y p a s s ,  b e c a u s e  f a c t o r s
o t h e r  chan the  p r i c e  o f  long  d i s t a n c e  s e r v i c e s  i n f l u e n c e  t h e  d e c i s i o n  to
b y p a s s . ^

28. ■ S e v e r a l  c o n s u m e r  g r o u p s ,  a l o ng  w i t h  the  Commun ica t i on s  
Workers  o f  Amer ica  (CWA); oppose- i n c r e a s i n g  S L C s . 45 The  CWA and the CFA, 
l i k e  many o f  Che s t a t e  commiss ions ,  argue thac i t  is  premature to reexamine
SLCs  a t  t h i s  time. Tha Consumers'  Counsels and AARP contend chat  NTS c o s t s
shou ld  n o c  be r e c o v e r e d  t h r ou gh  f l a t - r a t e  c h a r g e s  on che end u ser  at  a l l ,  
but Chat  i t  i s  u l t im a t e l y  " f a i r e r "  f o r  i n t e r s t a t e  c o l l  users co cont inue  to
pay a l l  the NTS c o s t s .46

29. H o r e o v e r ,  s e v e r a l  o f  t h e s e  commenters b e l i e v e  t h a t  in  che  
l o n g  run S L C s  a r e  l i k e l y  t o  h av e  a n e g a t i v e  e f f e c t  on u n i v e r s a l  s e r v i c e .  
AARP' c o n t e n d s  t h a t  t h e  d e c l i n e  in l ong  d i s t a n c e  r a t e s  w i l l  not  o f fs e t  Che 
a d d i t i o n a l  s u b s c r i b e r  l i n e  c h a r g e s  f o r  a l l  u s e r s ,  s i n c e ,  a c c o r d i n g  to i t s  
d a t a ,  o n l y  6SZ o f  a l l  r e s i d e n t i a l  t e l e p h o n e  u s e r s  make long d i s tance  c a l l s  
a nd ,  o f  t h o s e  i n d i v i d u a l s ,  few make g r e a t e r  than $10 in long d i s t an c e  c a l l s  
per month .  O t h e r  u s e r  groups  a rgue  t h a t  t h e  Census data  cannot  be r e l i e d
upon t o  s u p p o r t  the '  p ropos i t ion  chat SLCs have noc had an adverse  impacc on
t e l e p h o n e  p e n e t r a t i o n  r a t e s .  I n  p a r t i c u l a r ,  in c h e i r  j o i n c  commencs ,

commencs . F i n a l l y ,  Kansas m a in t a in s  t h a t  Che BATS scudy is not  helpfu l in 
c h i s  p r o c e e d i n g ,  s i n c e  much o f  che b yp a s s  found by s u r v e y - t y p e  b yp a s s  
s t u d i e s  i n v o l v e s  systems that have been in ex is tence  for many y e a r s .

AA T h e s e  s t a t e  commiss ions  include chose in Arkansas ,  C a l i f o rn i a ,  Kansas,  
H i c h i g a n ,  and H i s s o u r i .  They re ly  primarily on a December 198A Bypass Reporc 
by the  NRRI co  su pp o r c  t h i s  p o s i t i o n .  S o u t h w e s t e r n  B e l l  a rgues  chat Che 
NRRI Reporc  i n a c c u r a t e l y  p o r t r a y s  t h e  n a tu r e  and extent of bypass because 
i c  was  c o n d u c t e d  in 198A, b e fo r e  AT&T i n s t i t u t e d  i c s  Hegacom.and Software 
D e f i n e d  N e c w o r k  s e r v i c e s .  I t  a l s o  f a u l t e d  t h e  r e p o r c  f o r  e x c l u d i n g  
r e s e l l e r s ,  who may be che Largest users o f  Hegacom s e rv i c e .

AS T h e s e  g r oup s  i n c l u d e  che Con sumer s '  Coun se l s  of Ceorg ia ,  Washington , 
and C o l o r a d o  (Con sumers '  C o u n s e l s ) ,  f i l i n g  j o i n c  commencs,  and Consumers '  
C o u n s e l s  o f  O h i o ,  H ew  Y o r k ,  a n d  C h e  D i s t r i c t  o f  C o l u m b i a ,  f i l i n g  
i n d e p e n d e n t l y ;  che U n i t ed  Church  o f  Chr is t  Of f ice o f  Communications (UCCOC); 
the  A s s o c i a t i o n  o f  American R e c i r s d  Persons (AARP); the Consumer Federat ion  
o f  Amer i ca  (CFA);  and the  N a c i o n a l  A s s o c i a c i o n  o f  S t a t e  U t i l i t y  Consumer 
Advocates  (NASUCA).
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C o n s um e r s '  C o u n s e l s  contend chac the ef fect  of SLCs on penetra t ion  r a t e s  for 
t e l e p h o n e  s e r v i c e  h a s  been o b s c u r e d  by o t h e r  f a c t o r s  su ch  aa an o v e r a l l  
i n c r e a s e  in  income and reduc t ions  in unemployment.

* . * ' *■
30. Some o f  t h e s e  consumer groups  a l s o  q u e s t i o n  w h e t h e r  chere

have  b e en  any  a c t u a l  e c o n o a i c  e f f i c i e n c y  g a in s  from the imp lementa t i on  of  
SLCa .47 NASUCA and CWA c o n t e n d  t h a t  o n ly  a n e c d o t a l  ev idence supports  the 
n o t i o n  t h a t  i n c r e a s e d  S LC s  a r e  n e c e s s a r y . t o  f i g h t  b y p a s s ,  and chat  o th e r  
d e v i c e s ,  su ch  a s  c a p e r e d  r a t e s ,  f l a t - r a t e  IXC charges and c o n t r a c t  p r i c ing
would  be more e f f e c t i v e .  Consumer group s  g e n e r a l l y  maincain chac  there  is
no e v i d e n c e  t h a t  l a r g e  u s e r s  a r e  l e a v i n g  the- sw i t c h e d  necwork  due to  the 
p r e s e n t  l e v e l  o f  C C L  ch arge s ,  and a l s o  c i t e  the high marketplace performance 
of t e l e p h o n e  compan i e s  in  a upp o r t  o f  c h e i r  argument  thac  bypass is a more 
d i s t a n t  prob lem chan  w h a t  t h e y  term the d i r e c t  t h r e a t  posed by in crea sed  
S LC s .  * (t f,

31. S e v e r a l  o t h e r  u s e r  g r o u p s ^  a s  w e l l  a s  t he  N a t i o n a l  
T e l e c o m m u n i c a t i o n s  and  I n f o rm a t i o n  A dm in i s t r a t i o n  (N T IA ) ,  and the  U . S .  
D e p a r tm en t  o f  J u s t i c e  (Do J )  a rgu e  t h a c  che e x i s t i n g  S L C s - h a v e  i n c r e a s e d  
consumer w e l f a r e  a s  demonstrated by the decrease  in long d i s tance  c o l l  r a t e s  
and g r o w t h  i n  t h e  m i n u t e s  o f  u s e  f o r  sw i t c h e d  a c c e s s  s e r v i c e s .  T h e s e  
p a r t i e s  g e n e r a l l y ‘c o n t e n d  t h a t  e v i d e n c e  shows c h a t  t e l e p h o n e  p m e t  r a t  ion 
r a t e s  h av e  noc decreased and therefore un iv er sa l  s e rv i c e  has not been harmed 
by Che implementat ion  o f  SLCa .  DoJ and NTIA , as  w e l l  as  API, supporc furcher  
i n c r e a s e s  in S L C s  in o r d e r  t o  d e t e r  b y p a s s .  Th ey  argue chac the ex is c ing  
a c c e s s  c h a r g e  s y s t em  c o n t i n u e s  to  engender uneconomic bypass ,  and w h i l e  i t  
i s  d i f f i c u l t  to  q u a n t i f y  bypass ,  i t  cannot be ignored a s  a t h r e a t .49

46 Th e  New Yo rk  Consumer P r o t e c t i o n  Bureau c o n c u r s  in ch i s  p o in t .  The 
Oh io  O f f i c e  o f  Consumer C o u n s e l  a l s o  recommends the phase -out  of S LC s ,  and 
che a d o p t i o n  of a f l a t - r a t e  charge for IXCs.

47 The  C on s um e r s '  C o u n s e l s  m a in t a in  t h a t  th e  Commission has noc der ived 
Che m a r g i n a l  c o s t  d a t a  c o n c e r n i n g  NTS  l o op  c o s t s ,  wh ich  i c  a s s e r t s  i s  
n e c e s s a r y  t o  e v a l u a t e  whe ther  pr ices  are  moving c l o s e r  to  the marginal c o s t  
o f  t h e  p r o d u c t  and ,  w i t h o u t  su ch  d a t a ,  t he  Commission  c a n n o t  d e t e rm in e  
w h e t h e r  C h e r e  in  f a c t  h a v e  been  any economic  e f f i c i e n c y  g a in s  w i c h  the  
implementa tion o f  SLCs .

48 T h e s e  g r oup s  in c lude  the American Petroleum I n s t i t u t e  (API) , Concerned 
C i c i z s n s  f o r  U n i v e r s a l  S e r v i c e  (CCUS ) ,  and che I n t e rn a t i o n a l  Communications 
A s s o c i a t i o n  ( I C A ) .

49 Ad Hoc s u p p o r t s  i n c r e a s i n g  S LC s  although noc due to bypass c on ce rn s ,  
c l a im in g  t h a t  th e  r h e t o r i c  about bypass far exceeds any ev idence chat  i t  has

-  21 -
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B. D i s c u s s i o n

32. I n  d e v e l o p i n g  ch i a  recommended d e c i s i o n ,  v e  have c a r e f u l l y  
e v a l u a t e d  Che r e c o r d  r e g a r d i n g  che  impact  o f  Che l imited SLCa p r e i i n t l y  in 
e f f e c t .  When v e  recommended t h a c  Che Comminaion implement on ly  Che $1.00 
and $2.00 SLCa  v e  a t a c e d  ou r  b e l i e f  ch a c  chia.  a c ep  v o u l d :  s u b s t a n t i a l l y  
r e d u c e  che  e x t e n t  o f  p r i c i n g  d i a c r im i n a t i o n  b e tw e e n  s w i t c h e d  and s p e c i a l  
a c c e a a  s e r v i c e s ,  promote e c o n o m i c a l l y  e f f i c i e n t  u a e  o f  the l o c a l  ce 'ephonc  
n e t w o r k ;  a n d  p e r m i t  a i g n i f i c a n t  r e d u c t i o n s  in  t h e  CCL  c h a r g e ,  t h e r e b  ' 
t j b a r a n c i a l l y  r e d u c i n g  Che i n c e n t i v e  f o r  i n t e r e x c h a n g e  c a r r i e r s  and h igh  
v o l u m e  c o l l  u a e r a  t o  b y p a a a  t h e  p u b l i c  s w i t c h e d  n e t w o r k  a a  w e l l  a a  
p e rm i t t i n g  major  reduct ions  in i n t e r s t a t e  Co l l  r a t e s .5 0  Horeover , we sea ted  
c h a t  t h e  g r a d u a l  p h a s e - i n  o f  S L C a ,  and in pa r t i c u l a r  our recommendation for  
a  $2^00 cap  on ch e  subscr iber  l in e  charge pending further  s tudy ,  would guard 
a g a i n s t  a n y  a d v e r s e  impact on u n i v e r a a l  s e r v i c e . ^  We s t a t e d  t h a t  ch i s  
s cudy  wou ld  be conducted in la ce  1986.52 
. '  *
.  3 3 .  E v a l u a t i o n  o f  t h e  record  before us in d i c a t e s  thac  our e a r l i e r

r e commendat ion s  r e g a r d i n g  MTS c o a t  r e c o v e r y  have had che intended e f f e c t s  
and a d v a n c e d  o u r  f our  n a t i o n a l  g o a l s  f o r  t h i s  p r o c e e d i n g .  F i r s t ,  we f ind • 
t h a t  c h e  i m p l e m e n t a t i o n  o f  SLCs  h a s  had no a d v e r s e  e f f e c t  on  u n i v e r a a l  
T e l e p h o n e  s e r v i c e .  D a t a ,  g a t h e r e d  by t h e  C e n su s  Bureau  a s  p a c t  6 f « c h «  
C o m m i s s i o n ' s  m on i t o r i n g  p l an  s i n c e  November 1983, show t h a c  ch e  o v e r a l l  
n a t i o n w i d e  t e l e p h o n e  penetrat ion r a t e  has increased s in c e  the implementation 
o f i c h e  S L C s .  I n  the  C en su s  Bureau ' s  moot recenc r e l e a s e  of  informat ion, v e  
no c e  t h a c  c h e  f i g u r e s  f o r  N o v e m b e r  1986-i n d i c a t e  c h a c  92 .4Z o f  a l l  
h o u s e h o l d s  i n  Che U . S .  h av e  a t e l e p h o n e  in t h e i r  h o m e . 5 3  T h i s  f i g u r e  f o r

harmed sma l l  u s e r s  and c a r r i e r s .  Ad Hoc and NTIA argue tha t  SLCs should be 
i n c r e a s e d  to  $3.00, and then $4.00, on an annual b a s i s ,  r a th er  chon pursuanc 
to the  schedu le  proposed in che Uni ty  1-A agreemenc.

50 Recommended D e c i s i o n , supra no te  9, a t  para . 26. To ensure  th i s  l a t t e r  
r e s u l t  v e  recommended t h a t  t h e  Commiss ion  cake  a l l  a p p r o p r i a t e  s t e p s  to 
e n s u r e  c h a t  t h e  d e c r e a s e s  in  a c c e s s  c o s t s  f o r  I X C s  r e s u l t i n g  from 
im p l em en t a t i o n  o f  che  i n c r e a s e d  S LC s  be f l ow ed  t h r ou gh  to i n t e r s t a t e  c o l l  
customers .

51 I d . a t  p a r a .  27. I n  our  i n i t i a l  r ecommendat ion  v e  n o t e d  t h a t  ou r  
c o n c e r n  f o r  u n i v e r s a l  s e r v i c e  was prompted by a v a r i e t y  o f  upward pre ssure s  
on l o c a l  s e r v i c e  r a t e s  as v e i l  a s  che f a c t  t h a t  S L C s  r e p r e s e n t e d  a major 
change  in the method of NTS co s c  recovery .

52 S u b s c r i b e r  Line Charge Order , supra note  14, a t  para . 5.
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t e l e p h o n e  s u b s c r i b e r s h i p  i s  the highest  reported by the Census Bureau s ince  
i t  f i r s t  began  t o  c o l l e c t  such data as part of the Current Popu lat ion Survey 
i n  November 1983, wh ich  a t  t h a t  t ime showed a p e n e t r a t i o n  r a t e  o f  91 .4X. 
I n  a d d i t i o n ,  th e  d a t a  show t h a t '  in November 1986 t h e  nuaber o f  househo lds 
w i t h  t e l e p h o n e  s e r v i c e  w a s  83.1 m i l l i o n  a s  compared t o  78.4 m i l l i o n  in 
November 1983. At the same t ime, the nuaber o f  households w i thout  t e lephone 
s e r v i c e  d e c l i n e d  from 7.4 m i l l i o n  t o  6.8 m i l l i o n .  S u b s c r i b e r s h i p  l e v e l s  
among low  i n c o a e  g r o up s  h a v e  remained s t a b l e . ? *  Horeover,  the te lephone 
p e n e t r a t i o n  r a t e s  f o r  the  e ld e r ly ,  i . e . . individuals 60 years  old and above ,  
h a v e  r e m a ’.ned s t e a d y  a t  a p p r o x i m a t e l y  93Z, a l e v e l  a b o v e  t h e  n a t i o n a l  
av erag e .

34. T h e s e  n a t i o n w i d e  f i g u r e s  for te lephone pene tra t ion  r a t e s  are 
a l s o  s u p p o r t e d  by s tud i e s  submitted in response to rSc Commission's r equ e s t .  
Hany  L E C s  r e p o r t e d  i n  t h i s  p r o c e e d i n g  an o v e r a l l  i n c r e a s e  in  t h e i r  
p e n e t r a t i o n  l e v e l s  o r  a n e t  g a in  in the number o f  s u b s c r i b e r s h i p  l ine s  in 
t h e i r  ■ s e r v i c e  a r e a s . 55 i n  A d d i t i o n ,  a l l  o f  t h e  12 LEC s  t h a t  f i l e d  d a t a  
on t h i s  i s s u e  found t h a t  t h e r e  was  no o v e r a l l  d e c r e a s e  in the pene tra t i on  
l e v e l s  in  t h e i r  s e r v i c e  a r e a s  and t h a t  t h e r e  was no s ign i f i c an t  subscr iber  
d r o p - o f f  in  any p a r t i c u l a r  s e c t i o n  o f  t h e i r  s e r v i c e  a r e a s . ^  These  12 LECs

53 T e l e p h o n e  S u b s c r i b e r s h i p  in  the U . S . ,  I n d u s t r y  A n a l y s i s  D i v i s i o n ,  
F e d e r a l  Commun ica t ions  Commission ( r e l e a s e d  J a n u a r y  12, 1987); FCC Pub l ic  
N o t i c e ,  Himeo No.  1472 (January 12, 1987).

54 T h e  C e n s u s  B u r e a u ' s  d a t a  g a t h e r e d  a c c o r d i n g  t o  i n c om e  g r o u p s  
c o n t r a d i c t  NASUCA's c o n t e n t i o n  cha t  t e l e p h o n e  p e n e t r a t i o n  r a t e s  a c t u a l l y  
h a v e  d e c r e a s e d  for  a l l  income l e v e l s  ex cep t  f o r  t h o s e  h o u s e h o ld s  in  the 
$50,000 -74 ,999 i n c om e  c a t e g o r y .  S e e  NASUCA Comments  a t  3 -4 .  At the  
o u t s e t - ,  t h e  s t u d y  c i t e d  by NASUCA n e g l e c t e d  t o  c o n s i d e r  th e  e f f e c t  of  
i n f l a t i o n  on the v a l u e  o f  the  d o l l a r .  To  be more a c c u r a t e ,  compari son of 
p e n e t r a t i o n  r a t e s  from d i f f e r e n t  y e a r s  should account  for in f l a t i on  because  
i t  d e c r e a s e s  t h e  v a l u e  o f  t h e  d o l l a r  o v e r  t im e ;  a c c o r d i n g l y ,  i t  i s  noc 
a c c u r a t e  t o  compare che 1983 telephone penecrat ion rates  for che same d o l l a r  
l e v e l  o f  income ba s ed  on Che v a lu e  o f  1983 d o l l a r s ,  w i th  che 1986 telephone 
p e n e t r a t i o n  r a c e s  for  che same d o l l a r  income l e v e l  ba sed  on che va lue  of 
1986 d o l l a r s .  I n  a d d i t i o n ,  i f  che most  r e c e n t  d a t a  for  income l e v e l s  in 
November 1986 is a c t u a l l y  compared t o  che November 1983 d a t a ,  che  record 
s h ow s  t h a t  c h e  p e n e t r a t i o n  r a t e s  f o r  a l l  Che C e n s u s  B u r e a u ' s  income 
c a t e g o r i e s  h a v e  r em a in e d  s t e a d y ,  w i c h  minor f l u c t u a t i o n s  t h a t  a r e  noc 
s t a t i s t i c a l l y  s i g n i f i c a n t .

55 See Commencs f i l e d  by B e l l S ou th ,  C en te l ,  NYNEX, Rochester ,  and Un i t ed .  
In  p a r t i c u l a r ,  NYNEX noced  a n e t  g a in  in che number o f  s u b s c r i b e r  l i n e s  
s i n c e  J u n e  1, 1985 in i c s  end o f f i c e s  chac  s e r v e  l o w - i n c o m e ,  e l d e r l y  and 
ru ra l  a r e a s .  See NYNEX Commencs at  16-17.
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a e r v e  more chan  901 o£ che aac ion 'a  t o t a l  Loca l a c ce sa  l i n e s .

35. S e v e r a l  p a r t i e s ,  h o w e v e r ,  concend  ch a c  i c  i s  c o o  e a r l y  Co 
f u l l y  e v a l u a c e  Che e f f e c c s  o f  S LC s  on u n i v e r s a l  s e r v i c e .  W h i l e  we remain 
a l e r t  Co any  p o t e n t i a l  impacc chac  SLCs  nay have on un iver sa l  s e r v i c e ,  and 
o u t l i n e  be low  a c om pre h e n s i v e  m on i t o r i n g  p lan  Co C r a c k  che  e f f e c t  o f  che 
recommended SLC  i n c r e a s e s ,  we find nothing in Che record that ind i ca te s  Chat 
s u b s c r i b e r  l i n e  c h a r g e s  have  undermined un iversa l  s e r v i c e .  We be l i e ve  chac 
s u f f i c i e n t  t ime h a s  p a s s e d  Co permit an i n i t i a l  determination concerning che 
e f f e c c s  o f  c h e  imp lemen ta t i on  o f  S L C s  on un iv er sa l  s e r v i c e .  The r e l e a s e  of 
Che I s C e s C  C e n s u s  Bureau  f i g u r e s ,  s h ow ing  nat ionw ide  subscr ibersh ip  l e v e l s  
a t  an a l l - t i m e  h i g h ,  confirms Che po s i t i v e  trend we have seen in pene tra t ion  
l e v e l s  d u r i n g  che implementacion o f  S L C s . 37

36. Wicb c a r e f u l  monicor ing and wich  any in t e r e s t ed  pa r t i e s  being 
a l l o w e d  t o  f i l e  i n f o rm a c i o n  on m on i t o r i n g  n e e d s ,  a n y  f u t u r e  d e c l i n e s  in 
s u b s c r i b e r s h i p  l e v e l s  ch a c  a i g h c  o c c u r  w i l l  be read i ly  apparent and can be 
mec w i c h  q u i c k  r e g u l a t o r y  a c t i o n .  A c c o r d i n g l y ,  we recommend ch a c  Che 
Commiss ion  manda te  an open d o c k e t  and i n c r e a s e d  monicor ing  of the e f f e c t s  
o f  c h e s e  charges  by che J o i n t  Board .38

37. W i c h  r e g a r d  c o  our* u n i v e r s a l  s e r v i c e  a n a l y s i s  in  c h i s  
p r o c e e d i n g ,  s t u d i e s  provided in Che record ind icate  that subscr ibers  may noc 
c o n n e c t  i n i t i a l l y ,  o r  may f a i l  Co r e c o n n e c t ,  co che t e l e p h o n e  n e cw o r k  
b e c a u s e  o f  Che h i g h  c o s c  o f  commencing s e r v i c e . 39 S im i l a r l y ,  che r e c o r d  
c o n t a i n s  r e c e n t  s u b s c r i b e r  d i s c o n n e c t i o n  s t u d i e s  i n d i c a t i n g  c h a t  a major 
r e a s o n  s u b s c r i b e r s  a r e  i n v o l u n t a r i l y  d i s c o n n e c t e d  from, o r  v o l u n t a r i l y  
d i s c o n n e c t  from, che  t e l e p h o n e  n e cw o rk  i s  h igh  c o l l  b i l l s . 80 These  s tud ie s  
do no t  a t t r i b u t e  a s u b s c r i b e r ' s  d e c i s i on  co connect o r  d i s connec t  from the 
t e l e p h o n e  n e cw o r k  co  Che imp lemen ta t i on  o f  S L C s , 81 but ind icace  in s tead

56 S e e  Comments  f i l e d  by Amer i c e ch ,  3 e l l  A c l a n c i c ,  B e l l S o u t h ,  C e n t e l , .  
C i n c i n n a t i  B e l l ,  N Y N EX ,  P a c i f i c  B e l l  and N evada  B e l l ,  R o c h e s t e r ,  S N E T ,  
S ou thwes tern  B e l l ,  Un i ted , and US West .

57 S e v e r a l  commencer s  c o n t e nd ed  g e n e r a l l y  thac  ch i a  g r ow t h  c r e ad  i s  
somehow masking subscr iber  drop -o f f .  We are unable to  give credence  to chis 
a r g um enC  b e c a u s e  i c  i s  c o n t r a r y  Co Che  C e n s u s  B u r e a u ' s  d a c a  and. Che 
commencers h a v e  f a i l e d  CO provide ev idence  of subscr iber  d rop -o f f .

58 T h e  b r o a d e r  mon ic o r ing  e f f o r t s  Chat  we recommend are d i s cussed  infra 
p a r a s .  136-138.

59 See supra para . 20.
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ch a c  o c h e r  f a c t o r s  such  a s  h i g h  l ong  d i s t a n c e  b i l l s  and h igh  c o n n e c c i o n ,  
i n s t a l l a t i o n  and  s e c u r i t y  d e p o s i t  c h a r g e s  a r e  l a r g e l y  r e s p o n s i b l e  f o r  
k e ep in g  s u b s c r i b e r s ,  o f f  t he  n e twork .82 xhe record before us ind i ca te s  Chat 
Che $2.00 SLC  has  noc caused Che subscr ibersh ip dec l ine s  Chat some ob serve r s  
a n t i c i p a t e d  wou ld  o c c u r  when Che l im i t ed  SLCa w ere  i n i t i a l l y  recommended. 
For  Che f o r e g o i n g  r e a s o n s ,  v e  c o n c l u d e  t h a t  t h e ' im p l em en t a t i o n  o f  l imited . 
SLC s  h a s  noc  undermined the goa l  of  un iversa l  s e r v i c e . 83 . *

%

38. S e c o n d ,  we f ind t h a t  Che implementation of  l imited SLCs ,  by 
moving Co a more c o s c - b a s e d  pr ic ing s t ruc ture  for sw itched a c ce s s  s e r v i c e s ,  
h a s  p r o d u c e d  e c o n o m i c  e f f i c i e n c y  g a i n s .  S p e c i f i c a l l y ,  Che move c ow ard  
r e c o v e r y  o f  a p o r t i o n  o f  NTS  l o o p  c o s e s  Chrough SLCs has reduced sw itched 
a c c e s s  and  i n t e r s t a t e  t o l l  r a c e s ,  g e n e r a c i r g  s u b s t a n t i a l  i n c r e a s e s  in 
i n c e r s c a c e  t o l l  c a l l i n g . 84 T h i s  i n c r e a s e d  t r a f f i c  imposes  l i t t l e  o r  no 
a d d i c i o n a l  c o s e s  on che t e l e p h o n e  necwork and a l l ow s  recovery  o f  NTS c o s t s  
co b e  s p r e a d  o v e r  a g r e a t e r  n u m b e r  o f  m i n u c e s  o f  u s e .  S i n c e  Che  
im p lem en ta t i o n  o f  SLCr , CCL charges have decreased by 402.85 a s ign i f i c an t

60 Se e  US W es t  Comments a t  Append ix  B .3 ,  the Washington S t a t e  U t i l i t i e s  
and T r a n s p o r t a t i o n  Commission S t u d y ;  and S o u t h w e s t e r n  B e l l  Comments a t  
Append ix  2, Che Kansas C i ty  D isconnect  Study.

61 I n  f a c t ,  a s u r v e y  c o n d u c t e d  by US W e s t  o f  c u s t o m e r s  in T u c s o n ,  
A r i z o n a ,  a n d  S a l e  L a k e  C i t y ,  U t a h ,  f o u n d  c h a c  a m a j o r i t y  o f  c h o s e  
i n d i v i d u a l s  noc connected to the network were using pay telephones  for t h e i r  
c a l l i n g ,  and o v e r  202 o f  them w er e  spending approximately $5.00 or more per 
w eek  f o r  t e l e p h o n e  s e r v i c e .  I n  a d d i t i o n ,  t h i s  s u r v e y  found chac  Ch e se  
i n d i v i d u a l s  w e r e  g e n e r a l l y  w i l l i n g  co pay b e tw een  $15.00-20.00 on average 
f o r  month ly  se rv i ce  charges .  See US West Reply Comments a t  Exhibit 7.

62 A r e c e n t  s u r v e y  1 y CFA, AARP, and AT&T supports  ch is  conc lu s ion .  See 
i n f r a  n o t e  112. As d i s c u s s e d  b e l o w ,  t h e s e  s c u d i e s  h ave  prompted us co 
recommend  r e s p o n s i v e  a c t i o n  in  c h e  form o f  a d d i c i o n a l  f e d e r a l  l i f e l i n e  
a s s i s c a n c e  t o  o f fs e t  conneccion charges .  See infra pa ra s .  68-70.

63 As d i s c u s s e d  supra  p a r a .  11, l i f e l i n e  a s s i s t a n c e  measures are a l s o  a 
c r i t i c a l  e l e m e n t  in  a b a l a n c e d  e f f o r t  t o  a c h i e v e  u n i v e r s a l  s e r v i c e .  
H o r e o v e r ,  che a d d i c i o n a l  l i f e l i n e  a s s i s t an c e  measures recommended below are 
d e s i g n e d  t o  b r i n g  c h e  b e n e f i t s  o f  t e l e p h o n e  s e r v i c e  co  e v e n  more  
i n d i v i d u a l s .

64 I n  che  t h r e e  y e a r s  p r i o r  co che implemencecion of SLCs ,  che growth in 
sw i t c h e d  a c c e s s  m inutes  a v e r ag ed  7.62 per y e a r .  S i n c e  imp lementa t ion  of 
c l e s e  charges in Hay 1984, the growth rate  has averaged 10.92 per year .
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p o r t i o n  o f  c h i c  d e c r e a s e  i s  d i r e c t l y  a t t r i b u t a b l e  t o  s u b s c r i b e r  l i n e  
c h a r g e s . 66 i n a d d i t i o n ,  i n t e r s t a t e  t o l l  r a te s  for the average customer have 
d e c r e a s e d  a p p r ox im a t e l y  30Z67 in the Last three y e a r s . 6& Th i s  de crea se  
i n  i n t e r s t a t e  r a t e s  h a s  b r o u g h t  a s i g n i f i c a n t  i n c r e a s e  in demand for  
i n t e r e x c h a n g e  s e r v i c e s . 6 9  The LECs have experienced a  concomitant in crea se

65 S i n c e  Hay 1984 vh en  m u l t i - l i n e  bu s i n e s s  s u b s c r i b e r  l i n e  charges were  
imp lemen ted ,  CCL  r a t e s  h ave  dropped from 5.24 cents  per minute o f  use  t o  a 
c u r r e n t  l e v e l  o f  3.14 c e n t s  bn a w e i g h t e d  b a s i s .  W i t h  t h e  i n i t i a l  
im p l em en t a t i o n  o f  t h e  r e s i d e n t i a l  and s i n g l e - l i n e  b u s i n e s s  subscr iber  l ine  
c h a r g e  in June 1985, che CCL rate  was a uniform 4.33 cen t s /m inu te .  With the 
b i f u r c a t i o n  o f  Che  C C L  r a t e ,  ch e  t e r m i n a t i n g  c h a r g e  r e m a in s  a t  4.33 
c e n t s /m i n u t e ,  but  Che o r i g i n a t i n g  ch a rg e  decreased to 3.04 cents /m inuce  in 
J u n e  1986, and  d r o p p e d  to 1.55 c e n t s /m i n u t e  on J a n u a r y  1, 1987. T h e s e  
r e d u c t i o n s  a r e  c h e  r e s u l t  o f  Che imp lemen ta t i on  o f  SLCa a s  w e l l  a a  che 
t r a n s i t i o n  from SPF to  25Z b a s i c  a l l o c a t o r ,  che phase  out o f  i n s id e -w i r ing  
and CPE  c o s t  r e c o v e r y ,  che change in r a t e  o f  r e t u r n  r e g u l a t i o n  and che 
change s  a d op t e d  in CC Docket No . 86-1, which bifurcated che o r ig in a t ing  and 
t e rm in a t i n g  CCL r a t e s .  These  reductions have occurred desp i te  c e r ta in  ocher 
r e g u l a t o r y  a c t i o n s  d u r in g  chis period that by themselves would have had che 
e f f e c t  o f  i n c r e a s i n g  t h e  CC L  r a t e  ( su ch  a s  che i n c r e a s e  in nat ionwide NTS  
l o o p  c o s t s  and Chs s p e c i a l  a c c e s s  t reatment  o f  VATS c lo sed -end  l in e s  in CC 
Docket  No.  86 -1 . )

66 Ab s en t  che  p r e s e n c  r e s i d e n t i a l  and s i n g l e - l i n e  b u s i n e s s ,  m u l t i - l i n e  
b u s i n e s s ,  and embedded Cencrex subscr iber l ine  charges ,  Che weighted average 
l e v e l  o f  t h e  p r e s e n c  C C L  c h a r g e  wou ld  r i s e  from 3.14 to  4 . 9 /  c e n t s  p e r  
minute  o f  u s e ,  an increa se  o f  S8Z.

67 In  i c s  commencs,  AT&T r e p o r t s  a d e c r e a s e  in i n t e r s t a t e  t o l l  r a t e s  for 
an a v e r a g e  cu s t om er  o f  approximately  20Z. AT&T Comments a t  13. However, we 
n o te  t h a c  Che Commission r e c en t ly  d irected  AT&T to lower i t s  HTS r a t e s  by an 
a d d i t i o n a l  11Z and i c s  VATS r a c e s  by an add ic iona l  5Z. AT&T Communications, 
Himeo No .  1287 ( r e l e a s e d  December 30, 1986); and FCC News R e l e a s e ,  Reporc 
No. CC-180 ( r e l e a s e d  December 30, 1986). A l though  che Commission did noc 
d i r e c t  ch e  o t h e r  i n t e r e x c h a n g e  c a r r i e r s ,  su ch  a s  HCI or  US S p r i n t ,  co 
d e c r e a s e  t h e i r  r a t e s ,  i t  a n t i c i p a t e s  chac  chese  companies w i l l  a l s o  reduce 
t h e i r  r a t e s  in response to AT&T's a c t i on .

V e  r e c o g n i z e  t h a c  c h e s e  r a t e  d e c r e a s e s ,  p a r t i c u l a r l y ,  che  most  
r e c e n t  o n e ,  a r e  noc so l e l y  a t t r ib u t ab l e  co che in troduct ion  of SLC s ,  because 
o c h e r  s e p a r a t i o n s  and acces i*  c h a r g e  c h ange s  have  been  implemented during 
ch i s  p e r i o d ,  and the  r a c e  d e c r e a s e s  have occurred in a r e l a t i v e l y  favorab le 
econom ic  e n v i r o nm en t .  N e v e r t h e l e s s ,  i t  is  c l e a r  that SLCs have had a major 
impac t  in b r i n g i n g  down the races  charged for in cerscace  c o l l  s e r v i c e s .

68 S im i l a r  r e d u c t i o n s  a re  o c c u r i n g  in i n t r a s t a c e  c o l l  ra tes  in order co
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i n  t h e  demand for  c h e i r  a c c e a a  s e r v i c e s . ^  For  example,  Roches te r  s t a t e s  
t h a t  i t '  h a s  e x p e r i e n c e d  a s t e a d y  i n c r e a s e  in i n t e r s t a t e  s w i t c h e d  u s a g e  
t h r o u g h o u t  c h e  24 -m on th  p e r i o d  in  v h i c h  s u b s c r i b e r  l i n e  c h a r g e s  t o o k  
e f f e c t . 71 . ’

39. T h e s e  d e c r e a s e s  in r a c e s  and  i n c r e a s e s  i n  u s a g e  h a v e  
s u b s  t a n t i a l l y  i n c r e a s e d  t h e  e c o n o s i i c  e f f i c i e n c y  o f  t h e  n a t i o n ' s  
t e l e c o m m u n i c a t i o n s  n e t w o r k .  M o r e o v e r ,  t h e r e  a r c  i n d i c a t i o n s  t h a t  che 
e conom ic  b e n e f i t s  ex tend  beyond che t e l e c om m un i c a t i o n s  s e c t o r  and benefi t  
the o v e r a l l  n a c i o n a l  e conomy.  In  p a r t i c u l a r ,  the Uharton Study f inds thac 
t h e  b e n e f i c i a l  e f f e c t s  o f  c h e  l i m i t e d  S L C s  a r e  n o t  r e s t r i c t e d  t o  the  
t e l e c om m un i c a t i o n s  induscry  alone but are  transmitted throughout the r e s t  of 
che  n a t i o n a l  e c o n o m y .  I t  c o n c l u d e s  t h a t  t h e  c um u la t i v e  e f f e c t s  o f  the  
im p l em en t a t i o n  o f  S LC s  on the  U . S .  economy a l r e a d y  i n c l u d e  an in c r ea se  in 
Che r e a l  CMP o f  $6.0 b i l l i o n  ( in 1985 d o l l a r s ) ;  an increa se  o f  n ear ly  10,000 
n e w - j o b s ; ' a  r e d u c t i o n  i n  t h e  f e d e r a l  d e f i c i t  by  $1 .9  b i l l i o n ;  a n d  a 
r e d u c t i o n  i n  o v e r a l l  p r i c e  l e v e l s  o f  ab ou t  . 1 Z . ? 2 Whi le  we recogn ize  thac

ma in ta in  p a r i t y  w i th  i n t e r s t a t e  r a t e s .  These  concurring reduct ions  are  a l s o  
b e n e f i t i n g  the* nac iona l  economy.

69 S i n c e  Che imp lementa t ion  of subscr iber  l ine  charges ,  from 1984 co 1986, 
chere  has been a two year growth rate  of 21.52 percent in the i n t e r s t a t e  MTS 
and WATS ( in c lud in g  both open and c lo sed -end  WATS) minuces. See Annual 1985 
A c c e s s  T a r i f f  F i l i n g ,  CC  D o c k e t  N o .  186-125, P h a s e  I ,  M i m e o N o .  3643 
( r e l e a s e d  A p r i l  14, 1986). In  add ic ioa ,  AT&T reports  an in crea se  o f  over  9Z 
i n  i c s  number o f  i n t e r s t a t e  c o l l  m e s sag e s  from 1985 to 1986, a l o n e .  AT&T 
Commencs a t  13. T h i s  i n c r e a s e d  demand for  i n t e r s t a t e  c o l l  c a l l i n g  a l s o  has 
had a p o s i t i v e  e f f e c t  on che growth of  in terexchange -compet i t ion .

70 NECA 's  m .dyear  1986 f i l i n g  r e p o r t e d  a 10Z i n c r e a s e  in a c ce s s  minuces 
o f  u s e  b e tw e e n  1984 and 1985. See supra notes  17, 64.

71 I n  a d d i t i o n ,  Rochester  s t a t e s  chac the average monthly i n t e r s t a t e  usage 
i n c r e a s e d  from 38.47 m i l l i o n  m inutes  for  che  s e v en  months in 1984 to 45.01 
m i l l i o n  in  1985, and t o  50.28 m i l l i o n  i n  c h e  f i r s t  s i x  m on th s  in 1986. 
R o c h e s t e r  Commencs  a c  26. M o r e o v e r ,  S o u t h w e s t e r n  B e l l  s t a c e s  c h a t  i c s  
a v e r a g e  i n t e r s t a t e  u s ag e  per  sw i t c h e d  a c c e s s  l ine per month has increased 
from 132.8 m i n u t e s  i n  1984 t o  141.8 m inuces  in 1986. S o u t h w e s t e r n  B e l l  
Comments a t  14.

72 S e e  Wharton Study, supra no te  19 and accompanying t ex t .  In  add i t i on  to
the Whar ton  S c u d y ,  a s tudy  completed by che Commission a l s o  conc ludes chac 
u l t i m a t e l y  U . S .  c o n s u m e r s  b e n e f i t  from reduc ing  p r i c e s  t o  b u s i n e s s e s  
b e c au s e  l o w e r  t e l e c om m un i c a t i o n  co s t s  for bus inesses  re su l t  in lower  pr i c e s
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i t  i t  v e r y  d i f f i c u l t  to q u a n t i f y  t h e  ex a c t  d o l l a r  b e n e f i t *  provided by  the 
im p l em en t a t i o n  o f  S L C * ,  the record ind icate*  that the implementation o f  SLC* 
ha*  i n t r o d u c e d  t a n g i b l e  economic benef i t*  chat furcher the goa l  o f  economic 
e f f i c i e n c y .

40* T h i r d ,  v e  f ind ch a t  th* imp lemen ta t i on  o f  SLC* ha* reduced 
t h e  u n j u s t  d i s c r im in a t i o n  between che price* for sp e c i a l  ac cesa and sw itched 
a c c e s s  s e r v i c e s .  W i th  Che i n t r o d u c t i o n  o f  S L C s ,  l o c a l  ex change  c a r r i e r s  
h a v e  b e en  a b l e  t o  make s u b s t a n t i a l  r e d u c t i o n s  in CC L  charges a s se s sed  for 
c h e i r  i n c e r s t a c e  sw i t c h e d  a c c e s s  s e r v i c e s .  T h i s  d e c r e a s e  in  sw i t c h e d  
a c c e s s  c h a r g e s  h a s  d e c r e a s e d  Che uneconomic d i f f e r en c i a l  between Che ra te s  
f o r  s w i t c h e d  and s p e c i a l  ac ces s  s e r v i c e s ,  thereby providing more subscr ibers  
w i t h  c h e  in c e n t i v e  to remain on che switched telephone necwork.

41. F o u r t h ,  w i c h  ch i s  reduction in d iscr im inat ion  between se rv i c e  
p r i c e s ,  Che  i m p l e m e n t a t i o n  o f  S L C s  has  h e lped  t o  r e d u c e  th e  t h r e a t  o f  
une conom ic  b y p a s s .  U e  r e a ch  ch is  conc lus ion  because we be l i eve  chac se rv i c e  
p r i c i n g  p l a y s  a n  i m p o r t a n t  r o l e  i n  s e r v i c e  s e l e c t i o n  b y  l a r g e  
t e l e c om m un i c a t i o n s  u s e r s ,  i n c l u d in g  interexchange c a r r i e r s  and r e s e l l e r s . ' ^  

Th e  e conom ic  i n c e n t i v e s  for bypass by high volume users  are in concrover tab le  
when sw i t c h e d  a c c e s s  is priced above co s t  and sp e c i a l  a c c e s s  or ocher  bypass 
s e r v i c e s  a r e  p r i r e d  a t  c o s c .  T h u s ,  to che ex t e n t  t h a t  s w i t c h e d  a c c e s s  
c h a r g e s  have  been more c l o s e l y  a l i g n e d  wich the re levant  c o s t s ,  we be l i eve

o f  c h e  p r o d u c t s  t h e s e  bu s in e s s e s  provide. At the o u t s e t ,  however , i t  finds 
c h a t  c h e  d i r e c t  b e n e f i t s  o f  im p l e m e n t a t i o n  o f  c h e  S L C s  i n c l u d e  p r i c e  
r e d u c t i o n s ,  an in c r e a s e  in t o t a l  i n te r s ta te  conversat ion  minuces and reduced 
b y p a s s .  The  s c ud y  f in d s  th a c  th e  f i r s c  $2.00 o f  S L C s  produced  an  a n n u a l  
n e t  b e n e f i t  c o  t e l e p h o n e  u s e r s  o f  a b o u t  $600 m i l l i o n  in  1986. T h e s e  
b e n e f i t s  a r e  due t o  the  va lu e  t o  consumers  of che  add ic iona l  c a l l s  made by 
them a s  a r e s u l t  o f  th e  d e c r e a s e  in p r i c e s .  Th e  d i f f e r e n c e  b e tw een  che 
v a l u e  c o n s u m e r s  p l a c e  on  Che s t im u l a t e d  c a l l s  and Che a d d i c i o n a l  c o s e s  
g e n e r a t e d  by c h o s e  c a l l s  i s  n e t  g a in  t o  s o c i e t y .  Off ice of Plans and Po l i cy  
S t a f f  S c u d y ,  F e d e r a l  Communica t ions Commission, Economic Ef f ic iency  Benef i ts  
o f  t h e  C u r r e n c  Subscr iber  Line Charge (released January 20, 1987).

73 Keep ing  s u b s c r i b e r s  on t h e  sw i t ched  network  w i l l  ensure e f f i c i en t  use 
o f  c h e  sw i t c h e d  n e cw o r k  and e a s e  che r e c o v e r y  o f  MTS c o s t s  by increas ing  
che number o f  m inuce s  o v e r  v h i c h  t h e s e  c o s t s  can  be spread . I t  w i l l  a l s o  
c o n t i n u e  che su pp o r c  and r e c o v e r y  o f  some of the MTS c o s t s  ass igned to  che 
i n t e r s t a t e  j u r i s d i c t i o n .  T h i s  s u pp o r t  i s  p a r t i c u l a r l y  impor tan t  in h igh  
c o s c  a r e a s ,  where  i t  h e l p s  ma in ta in  a f f o r d ab l e  l o c a l  exchange ra t*  l e v e l s .

74 M o r e o v e r ,  we a r e  aware  chac  a s i g n i f i c a n t  p o r t i o n  o f  che i n c e r s c a c e
a l l o c a t i o n  o f  N T S  c o s t s  c u r r e n t l y  c o n t i n u e s  t o  be r e c o v e r e d  th r ough  
u s a g e - b a s e d  c h a r g e s  on IXCs u s ing  sw i t c h e d  a c c e s s  s e r v i c e s .  C u r r e n t l y ,
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thac  l a r g e  c u a c o a a r a  h av e  been prov ided s ign i f i c an t  in cen t ive s  co remain on 
che p u b l i c  a v i c c h e d  n e tw o r k ,  and u n e c o o o a i c  bypaaa  haa  been d e l a y e d  or  
averted*

42. Numerous comnenceri have provided aCudiea and comment* v h i c h  
supporc  t h e  c o n c l u a i o n  Chat  Che ex is t in g  SLCa have h ad .bene f i c i a l  e f fecca  on 
Che a h o r t . - t e r m  b y p a a a  p r o b l e m .  F o r  e x am p l e ,  N ev  J e r s e y  and I l l i n o i s  
p e r c e i v e  bypa aa  aa a a i g n i f i c a n c  t h r e a t  co the  v i a b i l i t y  of che ir  av ic ched  
o e a a a g e  n e t w o r k . 7^ i n a d d i t i o n ,  Che G40 Bypaaa SCudy confirm* thac bypaaa 
i a  a p r o b l e m  in  a e v e r a l  a r e a *  and  c o n c l u d e a  c h a c  16 co  29Z o f  l a r g e  
t e l e p h o n e  cu a t om era  cu r r en t l y  bypaaa Che. av ic ched  n e tw o rk .7® We are  aware  
o f  c h e  d i f f i c u l t i e a  in  q u a n t i f y i n g  che  a c t u a l  t h r e a t  o f  bypaaa and i t a  
impac t  on che p u b l i c  a v i c c h e d  n e c v o r k .  Neverche leaa ,  recognizing the c l e a r  
i n c e n c i v e a  v h i c h  can  a t e e r  l a r g e  u aera  avay  from Che av ic ched n e cv ork ,  v e  
b e l i e v e  C h a t  c h e  n um e r o u a  a t u d i e a  and  a u r v n y c  p r o v id ed  in  che r e c o r d  
g e n e r a l l y  aupp o r c  o u r  c o n c l u a i o n  thac uneconomic bypaaa ia and cont inues  to  
be a t h r e a t ' t o  t h e  a v i c ch ed  ne cv ork  aa long aa the p r i c e  of av ic ched a c c e s a  
a e r v i c e  r c m a i n a  a i g n i f i c e n t l y  a b o v e  economic  c o a c .  I n  f a c e ,  a r e c e n t  
r e p o r c  f in d *  Ch a t  H[ n ] a t i o n v i d e  tha in a ta l l ed  capac i t y  o f  non -LEC  s h o r t - h a u l ,  
m e d i u m - c a p a c i t y ,  p o i n t - t o - p o i n t ,  Cranamiaa ion a l t e rn a t i v e s  now ex-.eeds the 
i n - u a e  c a p a c i t y  o f  e q u i v a l e n t  R e g i o n a l  B e l l  O p e r a t i n g  Company (RBOC) 
s e r v i c e s .  The  n o n - L E C  a l t e r n a t i v e s  are by and l a rg e ,  pr i ce - compec ic ive  w i th  
LEc  s e r v i c e s  as cu r r en t l y  t a r i f f e d . " 77

43. F o r  a l l  Che  r e a s o n s  l i s c e d  a b o v e ,  we c o n c l u d e  ch a c  che 
l im i t e d  S L C s  v e  recommended in 1984 have advanced Che primary goa l s  of chia

ti. p r o c e e d i n g .  We h e r e  propose  a permanent so lu t ion  CO Che i ssue o f  che proper
mechod  f o r  i n c e r s t a c e  MTS c o s c  r e c o v e r y .  A key e l ement  of ch ia  s o l u c i o n  
p r o v i d e s  a n  i n c r e a s e  in Che maximum l im i t  on n a c i o n v i d e  s u b s c r i b e r  l i n e  
c h a r g e s  by increments o f  $ .60 ,  $ .60 ,  and $ .30 . The SLC cap v i l l  in crea se  co

a p p r o x im a t e l y  62Z o f  t h e  i n c e r s c a c e  common l i n e  r ev enue  r equ i r em en t  i s 
p r e s e n t l y  b e in g  r e c o v e r e d  from IX C s .  NECA F i l i n g  App l i c a t i on  No .  71 (fi led 
O c t o b e r  23, 1986).

73 Amer i c e ch  and I l l i n o i s  a g r e e  ch a c  che b yp a s s  ch r e a c  in che C h i c a g o  
a re a  w a r r a n t s  immediate a c t i o n .  NYNEX and Nev J e r s e y  make similar arguments 
r e g a rd in g  th e  excenc and nature  o f  che bypass r i sk s  in che ir  a re a s .

76 In  a d d i t i o n ,  i t  r e p o r t s  chac as many as 33Z o f  large  telecommunications 
c u s c o m e r s  p l a n  c o  i n i t i a t e  o r  i n c r e a s e  C h e i r  b y p a s s  a c c i v i c i e s  in  che
f u t u r e .  S e e  U n i c e d  S t a t e s  C e n c r a l  A c c o u n t i n g  O f f i c e ,  T e l e p h o n e  
Commun i c a  C i o n  a : B y p a s s  o f  c h e  L o c a l  T e l e p h o n e  C o m p a n i e s  ( A u g u j c  
1986)( inc luded a s  Appendix 1 co S o u c h v e s c e r n  B e l l ' s  Commencs) .  LECs  a l s o  
p r o v i d e d  e x t e n s i v e  d a t a  d e m o n s t r a t i n g  bypa s s  i n c e n t i v e s  and d e t a i l i n g  
numerous examples of bypa ss .  See supra para. 21.
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$2*60 on  J u n e  1, 1987, Co $3.20 on S e p t e m b e r  1, 1988, and v i c h  a f i n a l
i n c r e a a e  c o  $3.20 c a Apr i l  1, 1989.^8 Ue  alao recommend chac Che Commiaaion 
i n c r e a a e  c h e  maximum f l a c - r a t e  ch a rg e  on embedded C en c r ex  l i n e s ,  
c o i n c i d e n t l y  w i c h  ' ;he i n c r e a a e  in rea idenc ia l  and a i n g l e - l i n e  buaineas SLCa , 
co  a $4.00 c a p  on  J u n e  1, 1987, a $3.00 c a p  on Sep tember  1, 1988, and a 
$6.00 c a p  on A p r i l  I ,  1989, o r  che.  f u l l  m u l t i - l i n e  bu a in e a a  aubacriber l i n e  
c h a r g e ,  wh ichever  ia L e a s .79

77 P .  Hub e r ,  The  ‘G e o d e s i c  N e tw o r k :  .1987 Bepor c  on C om p e t i t i o n  in che 
T e l e p h o n e  In du s t r y  a t  2.23 (January 1987).

78 V e  do n o c  recoomend Che Un i c y  1-A p r o p o s a l ,  which would increaae  che 
SLC  Co $3.00 in. June  1987 and $4.00 in January 1988, and which a lao  provided 
f o r  o p c i o n a l  a u b a c r i b e r  l i n e  c h a r g e  r e c o v e r y  ab ov e  $4 .00 , under  c e r c a i n  
c o n d i t i o n s , dn  a s c u d y - a r e a  b a s i s .  U e  b e l i e v e  c h a c  Che benex i c s  o f  our  
recommended r e v i s i o n s  co che ex is c ing  mandatory pool ing mechanism, d i s cu ssed  
i n f r a  p a r a s .  117-133, c a n  be a c h i e v e d  by i n c r e a s i n g  Che maximum l im ic  on 
S L C a  w h i c h e v e r  i a  l e a s  Co $3 .30 ,  and  w e  p e r c e i v e  no  n e ed  for  f u r c h e r  
i n c r e a s e s  beyond c h i s  l e v e l .  A d d i t i o n a l l y ,  Che Un i c y  1-A proposa l  did noc 
d e l i n e a c e  ch e  c i r c u m s t a n c e s  n e c e s s a r y  under  i c a  p l a n  f o r  a LEC co qua l ify  
f o r  Che  o p c i o n a l  S L C  i n c r e a s e  ab ov e  $4.00; v e  n o c e ,  h ow e v e r ,  chac  che 
e x p e r im e n t a l  c a r i f f  p r o c edu re s  which we e s tab l i shed  in 1984 and 1985, would 
encompass auch plana .

I n  a d d i t i o n *  w e  w an e  co cake Ch i s  o p p o r t u n i t y  co a d d r e s s  two 
o u t s t a n d i n g  p e c i c i o n s  r e l a c i n g  co N"*S c o s c  r e c o v e r y .  S e e  supra noce 10. 
The  R o c h e s t e r  p e t i t i o n ,  wh ic h  p rop o sed  co implement an exper imen ta l  plan 
Chat  w ou ld  a l l o w  i c  f u l l  r e c o v e r y  o f  ics in cerscace  NTS  co s e s  through a SLC 
o f  a p p r ox im a t e l y  $3.54, was  r e f e r r e d  to chis J o in c  Board for c on s id e ra t i on .  
MTS and U A T S  Markec S t r u c t u r e  and Amendment o f  P a r t  67, O rd er  I n v i t i n g  
C om m en c s ,  CC  D o c k e t  N o s .  78-72 and  80-286, H imeo N o .  2736 ( r e l e a s e d  
F e b r u a r y  21, 1986). The  I L E C s *  p e c i c i o n s  request a u tho r i t y  co implement an 
e x p e r i m e n t a l  p l a n  c h a c  w o u l d  i n c r e a s e  che r e a i d e n c i a l  and s i n g l e - l i n e  
b u s i n e s s  S L C  i n  I l l i n o i s  co  $3 .13 ,  and has  been  r e f e r r e d  t o  c h i s  J o i n c  
B o a rd .  MTS and UATS Markec  S t r u c t u r e  and Amendment o f  Parc 67, CC Docket 
N o s .  78-72 and 80-286, Mimeo N o .  2235 ( r e l e a s e d  March 9, 1987). However, 
R o c h e s t e r  in i c a  « ommencs and che I LECs  in che ir  pec i c i ons  acace chac i f  ae 
recommend i n c r e a s i n g  SLC s  up co $4.00, e a c h  v i l l  withdraw cheir  p e c i c i on s .  
A l t h o u g h  we b e l i e v e  c h a c  ou r  a c t i o n s  w i l l  meec ch e  o b j e c t i v e s  o f  c h e s e  
p e c i c i o n s ,  w e  do n o c  b e l i e v e  c h a c  we present ly  a re  in a pos it ion  co dismiss 
them. T h e r e f o r e ,  we r e q u e s c  ch a c  R o ch e a c a r  and che  I L E C s  f i l e  pec i c i ons  
to  w i c h d r aw  c h e i r  r e q u e s t s  co increa se  SLCa or t o  update Che ir pe c i c ions  in 
l i g h t  o f  che  re commendat ion s  h e r e i n .  F u r th e rm o re ,  any  o c h e r  p e c i c i o n e r s  
w i sh in g  t o  w i ch d r aw  p r op o s a l s  considered in th i s  proceed ing may do so .  See 
i n f r a  noce 146.

-  30 -



. 4 » •• •t I * 4 'c  1J ’>

1 1    •

2807

44. I n  c o n j u o c c i o n  w ich  our proposed increases  in r e s i d e n t i a l  and 
s i n g l e - l i n e  b u s i n e s s  S L C a ,  we  p r o p o s e  t h a t  Che  C o n a i s s i o n  m a n d a t e  
d e v e l o p m e n t  o f  « c o m p r e h e n s i v e  m o n i t o r i n g  p l s n  t o  be s p e c i f i e d  in  a 
Recommended D e c i s i o n  and O rd e r  t o  f o l l ow  s h o r t l y . V i t h  r e g a r d  t o  t h e  
u n i v e r s a l  s e r v i c e  i m p a c t s  o f  c h e  s u b s c r i b e r  l i n e  c h a r g e  i n c r e a s e s  we 
recommend ex p an s i o n  o f  th e  Commis s ion ' s  p r e s e n c  m on i c o r in g  o f  t e l e p h o n e  
p e n e t r a t i o n  r a t e s .  I n  p a r t i c u l a r ,  we  a n t i c i p a t e  c h a t  C h i s  e nh an c ed  
m on i c o r in g  program w i l l  be b a t t e r  d e s i g n e d  t o  track , the  impact o f  SLCs on 
p a r t i c u l a r  p o p u l a t i o n  s u b g r o u p s ,  such  as  low income househo ld s .  Horeover , 
we recommend t h a t  p r i o r  t o  any  S LC  increases  in 1988 and 1989, Che members 
o f  ch e  J o i n c  Board and the Commission conduct a 90-day study and review of  
the impact  o f  S L C s  t o  d a t e .  The Commission should Chen reporc to Congress  
and s t a t e  r egu la to r s  on the r e s u l t s .

45. V e  a r c  c a k i n g  a b a l a n c e d  a n d  c a u t i o u s  a p p r o a c h  by  
rccommonding a g r a d u a l  p h a s e - i n  o f  more modest SLC increases  in chis Order .  
Ve a r e  p e r su ad ed  t h a t  Che r e c o r d  sh ow s  tha c  l im i t e d  SLCs  have not had an 
a d v e r s e  impacc on  u n i v e r s a l  s e r v i c e ^  and h ave  had s i g n i f i c a n t  p o s i t i v e

75 T h e  s u b s c r i b e r  l i n e  c h a r g e  a s s e s s e d  embedded C en c r ex  l i n e s  wa s  
i n c r e a s e d  on Ju n e  1, 1986, from $2.00 t o  $3.00, o r  Che f u l l  i n t e r s t a t e  NTS 
l o o p  c o s t s ,  w h i c h e v e r  i s  l e s s .  Embedded Cencrex l ines  are chose l ine s  chac 
were in  s e r v i c e  o r  on o r d e r  a s  o f  J u l y  27, 1983. A l l  o c h e r  C en c r ex  l i n e s  
have pa id  ch e  m u l t i - l i n e  b u s i n e s s  s u b s c r i b e r  l i n e  c h a r g e  s i n c e  1984. The 
d i s c i n c c i o n  b e tw e e n  new and embedded Cencrex l ines  was  deemed nece ssa ry  co 
a v o i d  c h e  p o s s i b i l i t y  thac  cu s c om er s  wou ld  abandon C en c r ex  s e r v i c e  for 
P r i v a t e  B ranch  Exchange  (P3X) s e r v i c e  b e f o r e  Che s t a t e  commissions had an 
o p p o r c u n i c y  co ad just  in t ra s ca ce  rate  s t ru c ture s  co al low Cencrex se rv i c e  co 
c o m p e t e  e f f e c t i v e l y  w i t h  PBXs. Se e  MTS and VATS Markec S t r u c t u r e  and 
Amendmenc o f  P a r t  67 o f  Che Com m is s i o n ' s  R u l e s ,  CC D o c k e t  No s .  78-72 and 
80-286, Mimeo N o .  139 a t  paras .  2-17 (re leased Oc tober  8, 1985). Ve be l i eve  
c h a c  s u f f i c i e n t  c ime h a s  e l a p s e d  co  a l l o w  s t a t e  - c g u l a C o r s  co a d j u s t  
i n t r a s t a c e  r a c e s  and t h e r e f o r e  recommend thac f l a c - r a c e  Cencrex charges be 
i n c r e a s e d  t o  Che  f u l l  m u l t i - l i n e  b u s i n e s s  S L C s .  Ou r  r e c o m m e n d a t i o n  
r e g a r d i n g  i n c r e a s e d  S L C s  f o r  embedded C en c r ex  l i n e s  i s  s im i l a r  co chac  
s u g g e s t e d  in che U n i c y  l -A  p r o p o s a l  and s i n c e  no o b j e c t i o n s  were f i led co 
che U n i c y  1-A p r o p o s a l  t o  i n c r e a s e  Che SLC fo r  c h e s e  l i n e s ,  a l l  c o n c e r n s  
r e g a r d in g  embedded Cencrex pr ic ing appear to have been a l l e v i a t e d .

80 S e e  infra pa ra s .  136-138.

81 V h a c  Che  r e c o r d  d o e s  r e v e a l  i s  t h a c  h i g h  c h a r g e s  a s s e s s e d  for 
commencing t e l e p h o n e  s e r v  e i s  one key  f a c c o r  keeping subscr ibers  off che

31 -



b e n e f i c a  v i e h  r e g a rd  co  Che o c h e r  ch ree  g o e l a  of ch is  proceed ing— bringing 
e f f i c i e n c y  g a i n s ,  d e c r e a s i n g  s e r v i c e  p r i c e  d i s c r im in a c i o n  and o i c i g a c i n g  
o f  b y p a s s  i n c e n c i v e a .  H o r e o v e r ,  v e  b e l i e v e  Chac che c o n c e r n s  c h a t  v e  
f o c u s e d  on d u r i n g  ou r  c o n s i d e r s c i o n  o f  SLCs t v o  y e a r s  ago  do noc loom as  
l a r g e  a c  c h i s  c im e .  F i r s c ,  s u b s c a n c i a i  p r e s s u r e s  on l o c a l  s e r v i c e  r a c e s  
h av e  d ropp ed  d r a a a c i c a l l y  in Che p a s c  f e v  y e a r s . S e c o n d ,  v e  now have 
some e x p e r i e n c e  v i c h  s u b s c r i b e r  l i n e  c h a r g e s  a s  a nechod  o f  HTS c o s c  
r e c o v e r y .  T h u s ,  v e  b e l i e v e  chac l im i t e d  fur cher  s e e p s  in su b s c r ib e r  l ine  
c h a r g e  r e c o v e r y  c a n  b r i n g  abouc Che s a o e  p o s i t i v e  e f f e c c s  v i c h  min imal 
e f f e c c s  on o u r  u n i v e r s a l  serv ice  g o a l .

46. n e v e r t h e l e s s ,  v e  a r e  very sens i t ive  co  che pos it ion  c a km  by 
s e v e r a l  p a r t i e s  ch a c  p a s c  e x p e r i e n c e  v i c h  SLCs  nay noc n e c e s s a r i l y  a s sure  
Che s a o e  f a v o r a b l e  r e s u l t s  in Che f u t u r e . i t  i$  f o P  t h i s  r e a s o n  cha t  
v e  a r e  p r o p o s i n g  a v e r y  g r a d u a l  s c h e d u l e  f o r  i n p l cm e n c a c i o n  o f  c h e s e  
i n c r e a s e s  in  C h i s  c h a r g e - m o r e  g r a d u a l  chan che schedule developed for che 
o r i g i n a l  s u b s c r i b e r  l i c e  ch a rg e  l e v e l s .  U e  b e l i e v e  ch a c  our p r o p o s a l  co 
i n c r e a s e  c h e  maximum ch a r g e  by two -  $.60 and one f i n a l  $.30 i n c r em en t ,  
r a c h e r  chan $1.00 i n c r em en t s ,  as  v e i l  a s  Co spread ouc che t o c a l  in c rea se  
o v e r  a 25 monch  p e r i o d ,  a d d r e s s e s  c h e  u n i v e r s a l  s e r v i c e  c o n c e r n s  by 
l e s s e n i n g  che  p o t e n t i a l  for any p o s s i b l e  harm co s u b s c r i b e r s  c h a c  o i g h c  
r e s u l t  from i n c r e a s e d  s u b s c r i b e r  l i n e  c h a r g e s . 84 Horeover , our recommended

n e tw o r k , .  T o  a d d r e s s  c h i t  p r o b l e m ,  v e  a r e  recommending an a d d i c i o n a l  
l i f e l i n e  a s s i s c a n c e  p r o g r a a  co o f f s e t  Chese  c h a r g e s .  See  i n f r a  p a r a s .  
68 -70 .  F u r t h e r m o r e ,  v e  a r e  r e c om m end in g  c h a c  che  b e n e f i t s  under  che 
s u b s c r i b e r  l i n e  c h a r g e  w a i v e r  measures  o f  che e x i s c i n g  f e d e r a l  l i f e l i n e  
program increase  a s  SLCs in crea se .

82 AC che end o f  1983, s c a c e  commiss ion s  were faced wich  $6.9 b i l l i on  in 
pend ing  i n t r a s t a c e  revenue requescs .  By che end of 1984, che co c a l  va lue of 
pend ing  r e v en u e  r e q u e s c s  had f a l l e n  co $3.7 b i l l i o n ;  by December 31, 198S, 
che v a l u e  o f  p end ing  s c a c e  r a c e  r e q u e s c s  was down Co $1.4 b i l l i o n ;  and by 
December 31, 1986, pend ing  revenue , r e q u e s t s  were  down co  a record low of 
$323 m i l l i o n .  S e e  News R e l e a s e ,  FCC R e l e a s e s  Summary of  S c a c e  T e l e p h o n e  
Race  C a s e s ,  Mimeo N o .  1367 (re leased January 20, 1987).

83 We n o ce  chac  s e v e r a l  p a r c i e s  express a concern chac che second d o l l a r  
o f  che S LC  has  o n l y  been in e f f e c t  s i n c e  J u n e  1986, and s u f f i c i e n t  cime co 
f u l l y  s c ud y  i c s  e f f a c e  may t h e r e f o r e  noc have  e l ap sed .  While we recognize 
c h i s  c o n c e r n ,  w h en  we recommended che p r e s en t  l im i t e d  SLCs  in 1984 v e  
e x p r e s s l y  c a l l e d  f o r  a reexamination of SLCs in 1986.

84 I n  a d d i t i o n ,  we n o ce  chac  r a t e p a y e r s  may benefit from recent  changes 
in  che f e d e r a l  cax l a v s ,  s p e c i f i c a l l y  che r e d u c t i o n  in che  c o r p o r a t e  cax 
r a c e ,  w h i c h  s h o u l d  r e s u l t  in  s u b s c a n c i a i  d e c r e a s e s  in che L E C s '  c o c a l
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s c h e d u l e  f o r  imp lement ing  c h i s  f i n a l  p h a s e - i n  o f  S LC s  f o r  r e s i d e n t i a l  and 
s i n g l e - l i n e  b u s i n e s s  s u b s c r i b e r s  i n c l u d e s  a 90 -day study period in  advance 
o f  t h e  f i n a l  t v o  i n c r e a s e s .  T h i s  w i l l  e n su r e  e f f e c t i v e  monicoring by ch is  
J o i n c  B o a r d  p u r s u a n t  Co o u r  p r o p o s e d  p l a n ,  a n d  w i l l  p e r m i t  t im e l y  
r e g u l a t o r y  a c t i o n  in  Che c v en c  o f  any  n e g a t i v e  impact on u n i v e r s a l  s e r v i c e  
r e s u l t i n g  from our recommend a cion s .

47. Wh i l e  w e  h av e  s p e c i f i c a l l y  a d d r e s s e d  Che u n i v e r s a l  s e r v i c e  
c o n c e r n s ,  v e  b e l i e v e  chac  our recommendation for. a more gradua l  phas e - in  o f  
SLC i n c r e a s e s  v i l l  n o c  s a c r i f i c e  f u t u r e  p r o g r e s s  v e  should a ch ieve  coward 
r e a c h i n g  our ocher  chree g o a l s .  We view our proposed increa se  in sub scr ib e r  
l i n e  c h a r g e s  a s  Che l inchp in  in che in tegrated approach v e  are present ing  in 
Ch i s  O rd e r  to  r e s o l v e  a l l  o f  che i s s u e s  r a i s e d  i n  che F u r ch e r  N o t i c e . In  
p a r t i c u l a r ,  che i n c r e a s e d  SLC  v i l l  a l low for our proposed r e s t ru c tu r ing  of  
Che e x i s c i n g  m a n d a t o r y  common l i n e  p o o l i n g  s y s t em ,  d i s c u s s e d  in d e C a i l  
b e l o w ,  by  s u b s t a n t i a l l y  l i m i t i n g  c h e  d i s p a r i t i e s  b e t w e e n  C C L  r a c e s .  
T h i s  e n a b l e s  L E C s  c o  l e a v e  c h e  m a n d a t o r y  p oo l  v i c h o u c  c r e a t i n g  undue 
p r e s s u r e s  co deaverage  incer scace  c o l l  r a c e s . ° 5

48. A number  o f  c o m m e n c e r s ,  p a r t i c u l a r l y  s c a c e  c o m m i s s i o n s ,  
b e l i e v e  ch a c  f u r c h e r  movement in  implementing s u b s c r i b e r  l i » «  charges may 
r e s u l t  in su b s c r ib e r s  pAying an undue proportion  ot NTb c o s e s ,  v i c h  che IXCs 
p ay ing  l e s s  chan  c h e i r  " f a i r  share "  o f  che c o s t  burden. The pr ic ing th e o r i e s  . 
o f  o c i e r  commencers and che  Commis s ion ' s  o r i g i n a l  a c c e s a  c h a r g e  d e c i s i o n  
c a l l  f o r  a s u b s c r i b e r  l i n e  c h a r g e  c h a t  v o u l d  u l t im a t e l y  r e c o v e r  a l l  che 
i n c e r s c a c e  a l l o c a t i o n  o f  N TS  l o o p  c o s e s  from che end u s e r  except for high 
c o s c  a s s i s t a n c e . ® 6

49. We b e l i e v e  t h a t  o u r  r e c o m m e n d a t i o n  r e g a r d i n g  NTS  c o s t  
r e c o v e r y  s t r i k e s  a p r o p e r  b a l a n c e  among a l l  users o f  che sv ic ched  n e cv o r k .  
Wich our  p r o p o s a l ,  end u s e r s  w i l l  pay for  c o n n e c t i o n  co  Che n e c v o r k  on a 
f l a c - r a t e  b a s i s ,  t h e r e b y  a c h i e v i n g  ch e  e c onom ic  b e n e f i t s  o f  f l a c - r a c e  
r e c o v e r y .  AC ch e  same c ime ,  by m a in t a in i n g  SLCs  aC a $3.30 c a p ,  u e  v i l l

r e v enue  r e q u i r em en t s .  S t a t e  commiss ions  a r e ,  of c ou r s e ,  free Co d e a l  v i c h  
Che r e d u c t i o n s  in i n t r a s t a c e  r ev enue  requ irements  in whatever  manner they  
b e l i e v e  b a s e  s e r v e s  C h e  p u b l i c .  As an o p t i o n ,  c h e y  may c a k e  C h i s  
o p p o r t u n i t y  co reduce che ba s i c  l o c a l  serv ice  races charged co cuscomers , o r  
s imp ly  c r e a t e  a c r e d i c  on che c u s t o m e r ' s  b i l l ,  and c h e r eby  o f f s e t  co some 
d e g r e e  any impacc of. che increases  in che SLC.

i

85 See d i s c u s s i o n  in f r a . p a r a s .  117-119. Th is J o in c  Board is concerned 
abouc  che p o t e n t i a l  a d v e r s e  e f f e c c s  o f  widespread deaverag ing of in c e r s c a c e  
c o l l  r a c e s .  T h u s ,  v e  r e commend  c h a c  ch e  C om m i s s i o n  c o n t i n u e  un iform 
n a t i o n a l l y  a v e r a g e d  HTS and WATS r a c e s  f o r  Che dominant  i n c e r e x c h a n g e  
c a r r i e r .

- 33
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e n su r e  c o n t i n u e d  r e c o v e r y  o f  « s u b s t a n t i a l  p o r t i o n  o f  HTS loop c o s t s  from 
the  IXC s  on a n a t i o n w i d e  b a s i s .  Even  w i t h  f u l l  imp lemen ta t i on  o f  SLCs in 
1989, IX C s  w i l l  be p a y in g  approx imate ly  SOX o f  the t o t a l  i n t e r s t a t e  revenue 
r e q u i r e m e n t  f o r  t h o s e  c o s t s  t h a t  a r e  i n c u r r e d  by t h e  ex change  c a r r i e r s  
i n d e p e n d e n t  o f  IXC usage of the ne twork .8? As a  r e s u l t ,  IXCs w i l l  not on ly  
c o n t i n u e  t o  p a y  f u l l y  f o r  t h o s e  c o s t s  t h e y  d i r e c t l y  c a u s e  by u s i n g  the 
n e t w o r k  ( i . e . , t r a f f i c - s e n s i t i v e  o r  d i r e c t l y  a s s i g n a b l e  c o s t s ) ,  but  t h e y  
w i l l  a l s o  c o n t i n u e  t o  pay a s u b s t a n t i a l  p a r t , ,  a p p r ox im a t e l y  SO percen t  of 
the  i n t e r s t a t e  a l l o c a t i o n ,  o f  the f ixed  c o s t s  p r e s e n t l y  recovered through 
th e  HECA common l ine  p o o l . ® 8

50. A d d i t i o n a l l y ,  w e  r e c o m m e n d  t h a t  t h e  r e s i d e n t i a l  and  
s i n g l e - l i n e  b u s i n e s s  SLC in  a p a r t i c u l a r  s t u d y  a r e a  be capped at  the same 
l e v e l  a s  the  m u l t i - l i n e  b u s i n e s s  SLC  in t h a t  same study a r e a .  Furthermore, 
we recommend than  L E C s  u s e  t h e  i n c r e a s e d  SLC r e v e n u e s  r e s u l t i n g  from our 
r e c o m m e n d a t i o n  t o  r e d u c e  c h e i r  CCL.  r a t e s  a c c o r d i n g  t o  che f o l l o w i n g  
p r i n c i p l e s .  F i r s c ,  we recommend t h a t  Che Commission r e q u i r e  che  LECs to 
a p p l y  Che f i r s c  §.60 i n c r e a s e  t o  che  o r i g i n a t i n g  CCL charge ,  and thus l imit 
t h e  b y p a s s  t h r e a t  on c h e  o r i g i n a t i n g  end  o f  Che c a l l ,  w h i c h  i s  more 
s u s c e p t i b l e  t o  b y p a s s .  S e c o n d ,  w i c h  the  f u r t h e r  i n c r e a s e s  in S L C s ,  we 
recommend  t h a c  c h e  L E C s  c o n s i d e r  th e  e x i s t i n g  s p e c i a l  a c c e s s  r a c e s  to 
d e t e rm in e  che l e v e l  o f  C C L  ch a r g e s  n e c e s s a r y  t o  l im i t  b ypa s s  w i th in  che i r  
p a r t i c u l a r  study a r e a s .

51. T h i r d ,  w e  b e l i e v e  C h a t  L E C s  h a v e  c h e  r e s p o n s i b i l i t y  to 
m a in ca in  some l e v e l  o f  CCL  c h a r g e s  on t h e  t e rm in a t i n g  end o f  c a l l s .  Even 
w i ch  che p rop o s ed  i n c r e a s e  in S L C s ,  most LECs  w i l l  h ave  a -nuaber  of c o s t s  
t h a t  a r e  n o t  e l i g i b l e  t o  be r e c o v e r e d  c h r o u g h  S L C  r e v e n u e s  and must 
t h e r e f o r e  be r e c o v e r e d  ch rough  CCL r a c e s .  T h e s e  c o s t s  should include che

86 See supra no te  5.

87 T h e s e  c o s t s  i n c l u d e  noc on ly  HTS l o c a l  l o o p  c o s t s ,  but a l s o  o t h e r  
c o s t s  a s s i g n e d  t o  in te rexchange  ca rr i e r s  such as CPE ph a s e - o u t ,  inside w ire  
p h a s e - o u t ,  H E C A  e x p e n s e s ,  c e r t a i n  p a y  t e l e p h o n e  c o s t s ,  h i g h  c o s c  
a s s i s c a n c e ,  and l i f e l i n e  a s s i s c a n c e  funding.

88 . We b e l i e v e  t h a t  che s u b s c a n c i a i  c o s t s  t h e  IXCs  w i l l  be paying under 
our  p r o p o s a l  adequate ly  addresses  s t a t ed  concerns thac IXCs pay a fair share 
o f  t h e  i n t e r s t a t e  revenue requirement. Some commencers, in p a r t i c u l a r  sc ace  
c om m is s i o n s ,  suggest  chac IXCs continue t i  pay an amounc based on a r e l a t i v e  
use  f a c t o r ,  e . g . a " s u b s c r i b e r  l i n e  u s a g e "  f a c t o r ,  wh i le  ocher  commencers, 
s p e c i f i c a l l y  L E C s ,  s u g g e s t  c h a t  IXCs pay an " a p p r o p r i a t e "  p o r t i o n .  We 
r e c o g n i s e  the c o n c e r n s  thac IXCs should continue to pay for use of Che l o c a l
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rev enue  r e q u i r em en t s  f o r t 1) i n s i d e  w i r e ,  w h i c h  ia in Che process  o f  being 
p h a s e d - o u t ,  bu t  s c i l l  w i l l  be p e r t  o f  che. r e v enue  requ irement  paid by che 
IXCs u n c i l  1993} 2) a p o r t i o n  o f  CPE ,  w h i c h  was  noc d e c a r i f f e d  under che
Comsj i s s i on ' s  o r d e r  on d e c a r i f f i n g  o f  CPE ;  3}  pay telephone, wh ich c u r r e n t l y  
a s o u a c s  c o  o v e r  $500 B i l l i o n  i n  i n c e r s t a c e  revenue  r equ i r em en t  and i s  
ex p e c t ed  c o  g row  in  Che f u t u r e ;  'and 4) Long  Term Supporc  ( LTS )  and (any 
T r a n s i t i o n a l - S u p p o r t  ( TR S )) pa id '  by c h o s e  L EC a  ch a t  do n o t  p a r t i c i p a t e  in 
the HECA common l ine poo l .89

32. P u r su an c  to  the pool ing changes we recommend here in ,  a l l  LECs 
t h a t  o p t  o u t  o f  t h e  HECA common l i n e  p o o l  w i l l  be r e s p o n s i b l e  for  LTS  
c o n t r  i b u c i o n s , and some L E C s  w i l l  be r e s p o n s i b l e  f o r  T R S  ( w i t h  TR S  
c o n t r i b u '  i o n s  end in g  in 1994). U e  recommend t h a t  che Commission requ ire  
L E C s  t o  x e c o v c r  t h e i r  L T S  and any TRS c o n t r i b u t i o n s  c h r ough  a C C L  r a c e  
a p p l i e d  on t e rm in a t i n g  a c c e s s  a i n u t c s .  T h i s  r equ irement  i s  d e s i g n e d  to  
en su r e  t h a c  IX C s  w i l l  pay r e a s o n a b l e  CCL ra te s  on each terminating a c c e s s  
minute .

53. I n  a d d i t i o n  c o  C h e s e  r e v en u e  r e q u i r em en t s ,  most  LECs w i l l  
h ave  a r e s i d u a l  r e v e n u e  r e q u i r e a e n t  f o r  t h e i r  HTS loop c o s t s  in a major i ty  
of  c h e i r  s t u d y  a r e a s  t h a t  w i l l  n o c  be r e c o v e r e d  t h r o u g h  c h e i r  S L C  
r e v e n u e s . 90 V e  r e c o a m o n d  t h a c  L E C s  w i c h  r e s i d u a l  NTS  l o o p  c o s t s ,  n o t  
r e c o v e r e d  t h r o u g h  S L C s ,  a l s o  r e c o v e r  t h e s e  c o s t s  p r i m a r i l y  c h r o u g h  
term ina t ing  CCL ch arg e s .

54. F i n a l l y ,  we d e c l i u e  to adop t  the s u g g e s t i o n s  by some s t a t e  
commiss ions  t h a c  j u r i s d i c t i o n a l  s e p a r a t i o n s  change s  be cons idered a t  ch is

l o o p ,  and we  b e l i e v e  c h a t  a p p r o x im a t e l y  SOZ o f  che i n c e r s c a c e  r e v enue  
requ i r emen t  c o n s t i t u t e s  a s i g n i f i c a n t  l e v e l  o f  payment and is respons ive  to  
chose concerns .

89 S e c  infra pa ra s .  99-100, 124.

90 Based  on c u r r e n t  e s t i m a t e s ,  c e r t a i n  s cudy  areas w i l l  have a l l  Chei r 
NTS l o op  c o s t s  r e c o v e r ed  chrough che SLC revenues wich a $3.50 SLC in 1989. 
I f  Che t o t a l  i n t e r s t a t e  revenue requirement for the NTS loop c o s t s  i n c r ea se s
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c im e .91 We r e c e n c l y  i n s c i t u c e d  Che 25X in cers cace  ba s i c  a l l o c a t i o n  faccor
p r e s e n t l y  in  che  s e c o n d  y e a r  o f  an e i gh t -y e a r  ph a s e - i n .  Thcc  a l l o c a c o r  was 
a d o p c e d  a f c e r  c a r e f u l  c o n s i d e r a c i o n  o f  a c om p r eh e n s i v e  r e c o r d , ,  and  v e  
b e l i e v e  c h a c i c  r e m a i n s  Che  c o r r e c t  a p p r o a c h  Co j u r i s d i c t i o n a l  c o s c  
a i l o c a c i o n .  M o r e o v e r ,  v e  do noc b e l i e v e  chac reduc ing che i n c e r s c a c e  co s c  
a i l o c a c i o n  i s -  an appropr ia te  re sponse  to  che quest ion  o f  Che proper approach 
t o  N TS  c o s c  r e c o v e r y .  R e d u c t i o n s  in  che  i n c e r s c a c e  a l l o c a t o r  v i l l  merely 
r e s u l t  i n  i n c r e a s e s  i n  i n c r a s c a c e  r e v e n u e  r e q u i r e m e n t s ,  v h i c h  may 
n e c e s s i t a t e  a c o n c om i t a n t  i n c r e a s e  in i n c r a s t a C e  r a t e s .  T h e s e  i n crea ses  
c o u l d  p o c e n c i a l l y  i n h i b i t  f u r c h e r  p r o g r e s s  t o v a r d  a t t a i n i n g  ou r  g o a l s  in 
c h i s  p r o c e e d i n g  and  c o u ld  have p a r t i c u l a r ly  harsh  e f f a ce s  on rura l  high c o s t  
a r e a s  and  many sm a l l  L E C s .  I n  a d d i t i o n ,  m u ch ' o f  ch e  e f f i c i e n c y  ga in s  and 
o c h e r  b e n e f i c a  v e  have experienced so far might be l o s e  vi th - such a c t i o n .

o v e r  cime and SLCs  are noc increased beyond $3.50, an even smal ler number of 
L E C s  v i l l  be in a p o s i t i o n  to recover  a l l  c h e i r  NTS loop c o s e s  Chrough che ir  
SLC revenuus.

91 T h e s e  s u g g e s t i o n s  w e r e  p r e s e n t e d  a s  an  a l t e r n a t i v e  t o  f u r c h e r  
s u b s c r i b e r  l ine  charge  re covery  from end u s e r s .
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V .  F e d e r a l  L i f e l i n e  A ss is tance  Heasurea 

A. Comment Summary

55. Among Cue I X C * ,  AT&T and US S p r i n t  a u p p o r t  t h e  c u r r e n t  
f e d e r a l  l i f e l i n e  a s a i a t a n c e  p r o g r a m ^  « nd b e l i e v e  t h a t  a a a i a t a n c e  to low 
income h ou a eh o ld a  i a  an impor t an t  coaiplement t o  a u b a c r i b e r  l i n e  ch a rg ea .  
A T&T  a u p p o r t a  i n c r e a a i n g  t h e  m a t c h i n g  f e d e r a l  b e n e f i t *  i f  S L C *  a r e  
i n c r c a a ed .  \

56. T h e  i n d i v i d u a l  l o c a l  e x c h a n g e  c a r r i e r s  had a v a r i e t y  o f  
r e a c t i o n s  to t h e  f e d e r a l  l i f e l i n e  program. CP N a t i o n a l  and United Te lephone 
s t a t e  t h a c  ic i s  too  e a r ly  to eva lua te  the l i f e l i n e  program. Both NYNEX and 
S o u t h w e s t e r n  B e l l  supporc  Che ex is c ing  federa l l i f e l i n e  program, not ing  chat  
the  a v a i l a b i l i t y  of  l o w - c o s t  l o c a l  s e r v i c e  o p t i o n s  and o c h e r  m ea su re s  co 
a a a i s t  low income s u b s c r i b e r s  a l a o  work, co  p r e s e r v e  u n i v e r a a l  a e r v i c e . 93 
A l t e r n a t i v e l y ,  A m e r i c e c h ,  R o c h e s t e r ,  and SN E T  ma inca in  t h a t  l o w - c o s t  
s e r v i c e ,  o p t i o n s  in t h e i r  a r e a s  o b v i a t e  che need  for  an y  f e d e r a l  l i f e l i n e  
a s s i s t a n c e .  A m e r i c e c h  s t a c e s  t h a t  f e d e r a l  l i f e l i n e  a s s i s c a n c e  i s  
u n n e c e s s a r y  s i n c e  i t  is  in  i c s  i n t e r e s t  t o  m a in ta in  h igh  s u b s c r i b e r s h i p  
l e v e l s .  On che o t h e r  h and ,  Puerto Rico Te lephone argues chac the f edera l  
l i f e l i n e  a s s i s c a n c e  program shou ld  be expanded and t h a t  the C omm is s i on ' s

92 As d i s c u s s e d  supra  pa r a . .  11, Ch is  program c o n s i s t s  o f  a wa iver  of the 
s u b s c r i b e r  l i n e  c h a r g e  f o r  q u a l i f y i n g  low  income h o n s e h o ld s  in s c a c e s  
p r o v id i n g  c e r c i f i e d  macching a s s i s c a n c e .

93 New York T e l e p h o n e  Company p r o v id e s  add ic iona l  a s s i s c a n c e  co ics  low 
i n c o m e  s u b s c r i b e r s  w i ch  r e s p e c t  co che i n s t a l l a t i o n  and m a in t e n a n c e  o f  
t e l e p h o n e  s e r v i c e .  T h e s e  p r o v i s i o n s  inc lude :  1) el imination o f  Che depos i c  
r e q u i r e m e n c  f o r  most  new cu s comer s  i n c l u d i n g  a l l  s u b s c r i b e r s  r e c e i v i n g  
p u b l i c  a s s i s c a n c e ;  2) a d j u s t e d  payment schedules for subscr ibers  w ich  fixed 
i n c o m e s  c h a c  r e f l e c t  ch e  s u b s c r i b e r ' s  p e r i o d i c  r e c e i p c  o f  in come ;  3) a 
10-monch d e f e r r e d  payrnenc p lan  for arrears  o f  up to $450; and 4) a L2-monch 
i n t e r e s t - f r e e  d e f e r r ed  payment o p t i o n  for non -recurr ing  s e r v i c e  connec t ion  
c h a r g e s .  S o u t h w e s t e r n  Be 1, in a d d i t i o n  co i t s  " b u d g e t , "  " t h r i f t , "  and 
r e g u l a r  measured serv ice  op t ion s ,  a l l ows  r e s i d e n t i a l  cuscomers to spread che 
i n i t i a l  i n s t a l l a t i o n  ch a rg e  o v e r  a f ixed number of  monchs. Add i t i ona l l y ,  ic 
d o e s  n o c  r e q u i r e  a s e c u r i t y  d e p o s i c  b a s ed  on i n c e r e x c h a n g e  c a r r i e r  c o l l  
b i l l i n g ;  c u s c om er s  who have  pa id a deb t  to an IXC for  w h i c h  S o u thwes te rn  
B e l l  p r o v i d e s  b i l l i n g  and c o l l e c t i o n  s e r v i c e *  w i l l  n o c  be a s k ed  for a 
s e c u r i t y  d e p o s i t ,  even chough t h e y  may h av e  a h i s t o r y  o f  de l inquency ,  and 
c u s t om e r s  who a r e  t em po r a r i l y  su sp ended  for  non -paymenc are not asked co 
p r o v i d e  s e c u r i t y  d e p o s i t s  b a s e d  on  IXC  b i l l i n g  a s  a  c o n d i t i o n  f o r  
r e s t o r a t i o n  o f  se r v i c e .
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u n i v e r s a l  s e r v i c e  g o a l  should be r e d e f i n e d  as p r o w l i n g  s u b s c r i b e r s h i p  
l e v e l s ,  noc merely preserv ing  Chem.94

57.  The s p o n s o r s  o f  che Unicy 1-A agreemenc do noc supporc che 
f e c e r a l  l i f e l i n e  a s s i s c a n c e  program as  ic i s  p r e s e n d y  e s t a b l i s h e d .  The 
Unicy 1-A agreemenc  s C a te s  chac l i f e l i n e  a s s i s c a n c e  should be e s t a b l i s h e d ,  
where n e c e s s a r y ,  on a s t a t e - b y - s t a t e  b a s i s ,  wich qualification-r determined 
by a p p r o p r i a t e  s c a c e  o r g a n i z a t i o n s .  The Unity. 1-A agreemenc also provides 
chac fund ing  f o r  l i f e l i n e  a s s i s c a n c e  should  be d e r iv e d  from s o u rc e s  ocher  
chan t e l e p h o n e  s e r v i c e s ,  a l th o u g h  i t  does  noc propose any speci f ic  funding 
mechanism.

58.  V h i l a  a number  o f  s c a c e  c o m m is s io n s  commencing in ch i s  
p r o c e e d i n g  g e n e r a l l y  s u p p o r c  c o n t i n u i n g  che  p r e s e n c  f e d e r a l  l i f e l i n e  
a s s i s c a n c e  p r o g r a m , 95 * few s c a c e  commissions recommend some modificat ions 
co t h e . c u r r e n c  p l a n .  Hichigan p ro p o s e s  t h a t  f e d e r a l  a s s i s t a n c e ,  which 
m a tches  Che- amounc o f  s c a c e - p r o v i d e d  b e n e f i t s  up co che fu l l  amounc of  che 
SLC, b e  i n c r e a s e d  w i th  any a d d i c i o n a l  i n c r e a s e s  in  SLCs. Texas contends  
Chat Chere  shou ld  be- added f l e x i b i l i t y  in che f e d e r a l  program; che presenc  
f e d e r a l  program would r e q u i r e  i t  t o  conduc t  admin is tra t ive  proceedings for  
each  o f  t h e  72. LCCs o p e r a t i n g  in x'exas, in addicion co obtaining l e g i s l a t iv e  
a p p r o v a l ,  b e f o r e  i t  cou ld  q u a l i f y  fo r  f e d e r a l  f u n d s . 96 Cal ifornia maintains 
Chat che f e d e r a l  l i f e l i n e  a s s i s c a n c e  program should noc require  ver i f icac ion  
o f  s u b s c r i b e r  income o r  o c h e r  e l i g i b i l i t y  c r i t e r i a  as  a p r e r e q u i s i t e  f o r  
q u a l i f y i n g  f o r  che fu l l  f e d e r a l  a s s i s c a n c e .  I t  recommends chac Che fede ra l  
p r o g r a m  p e r m i c  Che s C a t c  l i f e l i n e  p ro g r a m  co - c o n t a i n  p r o v i s i o n s  fo r  
s e l f - c e r t i f i c a c i o n . 9?

94 P u e r c o  Rico Telephone maintains chac because 75Z of its* population
lives below che poverty level and only 50Z of ics population has telephone 
s e r v i c e ,  ic is unable co Cake advantage of che nacching federal lifeline 
p r o g r a m  since ic would essentially require subsidizing certain low income 

households by increasing Che charges chac ocher low income families pay.

95 These  i n c lu d e  commissions in Pennsylvania and Hichigan.

96 Texas notes ChaC ic has approved a discount race for Southwestern Bell 
c u s c omers, which is not subject CO any means CesC as required by che federal 

lifeline a s s i scance program. Ic argues Chat Che federal program should be 
more flexible and allow for che development of programs, like chis discounc 
ra c e ,  c h a c  ic b e l i e v e s  m a y  be b e c c e r  s u i c e d  co a c h i e v i n g  che goal of 
universal service in parcicular areas.

97 P a c i f i c  B e l l  s u p p o r t s  C a l i f o r n i a ' s  r e q u e s t  fo r  e l im i n a t io n  of  che 
v e r i f i c a c i o n  r e q u i r e m e n t s  fo r  che f e d e r a l  l i f e l i n e  a s s i s c a n c e  program. In 
c o n c r a s c ,  US West  c o n t e n d s  chac v e r i f i c a c i o n  o f  e l i g ib i l i t y  muse be a pare



59.  F u r t h e r m o re ,  t h e  D i s t r i c t  o f  Columbia a rgues  t h a t  i t  is  too 
soon t o  e v a l u a t e  t h e  f e d e r a l  l i f e l i n e  a s s i s t a n c e  program since i t  v a s  only 
e s t a b l i s h e d  in  ear . ly  1986.98 i n l a t e - f i l e d  commencs. Co- Che Furcher H o t i c e , 
che  V erm onc  P u b l i c  S e r v i c e  B oard  (V ermonc)  p r e s e n t e d  a p r o p o s a l  Chac 
i n c l u d e d  a r e v i s e d  f e d e r a l  l i f e l i n e  a s s i s c a n c e  f u n d . 99 i n  d e r i v i n g  i c s  
p ro p o s e d  l i f e l i n e  fund ,  Vermonc reviewed the Jensus Bureau's daCa regarding 
t e l e p h o n e  p e n e c r a c i o n  and p o v e r t y  l e v e l s ,  and. e s t i m a t e s  $75 m i l l ion  as  a 
r e a s o n a b l e ,  c o n s e r v a t i v e  e s t i m a t e  of  t h e  l i f e l i n e  funding  t h a t  shou ld  be 
p r o v id e d  a n n u a l l y  by  m a nda to ry  pooling .*00 The proposal  did not specify how

o f  a n y  c e r t i f i e d  s t a c e  l i f e l i n e  a s s i s c a n c e  p l a n .  I c  a r g u e s  c h a t ,  whi le  
s t a t e s  e r e  a l lo w ed  co d e v i s e  v h a c e v e r  s o c i a l  p o l i c i e s  c h e i r  c i t i z e n s  may 
a p p r o v e ,  they  should not be allowed co pass the c o s t s  of those  programs onto 
c i t i z e n s  o f  o c h e r  s t a t e s .  F u r t h e r m o r e ,  US UesC claims th a t  Cal ifornia  has 
uoc o f f e r e d  f a c t s  t o  s u p p o r t  ics  -conclusion ' tha t  t h e r e  has been no abuse of
t h e  C a l i f o r n i a  l i f e l i n e  p r o g r a m  a s  a r e s u l t  o f  i c s  p r o v i s i o n  f o r
s e l f - c e r t i f i c a t i o n  o f  in c o a e  e l i g ib i l i c y .

98 The  D i s C r i c C  o f  C o lum bia ’n o t e s  t h a t  i c s  l i f e l i n e  program was only  
im plemented in June  1986, and s t a t e s  t h a t  i t  i s  as  y e t  unable to  draw any 
c o n c l u s i o n s  a b o u t  the  e f fec t iveness  of  ics plan.

99 Even chough Vermont submitted ics  commencs on October 28, 1986, almost
one monch a f t e r  che c l o s e  o f  Che p l e a d in g  cycle for  the  F ur ther  H o t ice . we 
w i l l  c o n s i d e r  t h e  p r o p o s a l s  r a i s e d  in  t h e m ,  s i n c e  r o  p a r t y  w i l l  be 
p r e j u d i c e d  by such  c o n s i d e r a t i o n  and ic  w i l l  a id  us in com ple t ing  a f u l l  
d i s p o s i t i o n  o f  a l l  r e l e v a n t  i s s u e s .  In ics  comments, Vermont proposed th a t  
t h e  m a n d a to ry  common l i n e  poo l  be d i s s o l v e d  w i t h i n  two years and replaced 
wich a m a n d a t o r y  c o n t r i b u t i o n  f o r  a r e v i s e d  h i g h  c o s c  f u n d ,  l i f e l i n e  
a s s i s t a n c e  and s e p a r a t i o n s  t r a n s i t i o n s .  The high cosc  fund p r o p o s a l  is 
d i s c u s s e d  i n f r a  p a r a .  82 .  Regard ing  t h e  s e p a r a t i o n s  t r a n s i t i o n  element of 
i t s  p l a n ,  Vermonc m a in ta in s  chac  s e v e r a l  recenc separa t ions  changes, which 
s h i f t  d o l l a r s  co Che i n c r a s c a t e  j u r i s d i c t i o n ,  h ave  been accompanied by 
t r a n s i t i o n s  o v e r  r e a s o n a b l e  cime p e r i o d s .  Vermont c o n te n d s  t h a t  ch e s e  
t r a n s i t i o n s  ( e . g . . che  r e v e n u e  n e e d e d  co fund t h e  t r a n s i t i o n  t o  Che 
n a t i o n w i d e  25Z b a s i c  a l l o c a t o r  was e s t i m a t e d  a t  $1,409 b i l l i o n  in 1985, 
d e c l i n i n g  co $24 m i l l i o n  in 1993) s h o u l d  c o n t i n u e  Co be funded th ro u g h  
m a nda to ry  c o n t r i b u t i o n s *  As che Vermont proposal  was la ce - f i l ed ,  no p a r t i e s  
have had an oppor tun i ty  to  comment on i t .

100 To a r r i v e  ac  t h i s  number,  Vermont f i r s t  e s t i m a t e d  th a c  u n d e r  Che 
p r e s e n c  f e d e r a l  l i f e l i n e  ass iscance  program, che maximum "exposure" would be 
$242.7 m i l l i o n  per  y e a r  in reduce d  CCL c h a r g e  r e v e n u e s  ($2 p e r  month fo r  
t h o s e  low income h o u s e h o ld s  wich  te lephones  (85Z of 11.9 million low income 
h o u s e h o l d s  b a s e d  on H a rc h  198S c e n s u s  f i g u r e s  in 50 s t a t e s ) .  Ic  th e n
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chese  funds  would be co l lec ted  or  d i s t r ib u ced .

60.  S e v e r s !  consumer  g roups  c o n ten d  t h a t  t h e  f e d e r a l  l i f e l i n e  
a s s i s t a n c e - p r o g r a m  is  noc e f f e c t i v e . i 0 1  S p e c i f i c a l l y ,  they argue chat  the 
program does not  reach a majori ty of  chose who need a s s i s c a n c e .  NASUCA thus  
conc ludes  t h a t  t h e  Commission should  focus  on mainta ining reasonable  loca l  
r a t e s  r a t h e r  Chan on e s t a b l i s h i n g  a  f e d e ra l  l i fe l ine  program. AARP, on the 
o c h e r  h and ,  suppor ts -  i n c r e a s i n g  t h e  f e d e r a l ' a s s i s t a n c e  measures and makes 
s p e c i f i c  s u g g e s t i o n s  f o r  a d d i t i o n a l  b e n e f i t s  in s uch  a r e a s  a s  c o n n e c t i o n  
and i n s t a l l a t i o n ,  c h a r g e s ,  and free loca l  ca l l ing ,  as  well  as  a s s i s t a n c e  with  
t h e  b a s i c  l o c a l  f l a t - r a t e  s e rv ice  charge .  UCCOC also sugges ts  s imilar  goals  
and changes  t o  t h e  l i fe l ine  a ss iscance  p r o g r a m . w h i l e  the CFA argues t h a t  
Che Commission must implement a more comprehensive l i fe l ine  program, i t  does 
no t  o f f e r  a s p e c i f i c  p r o p o s a l .  However,  i t  does  co n ten d  th a c  none o f  the 
c e r t i f i e d  s c a c e  l i f e l i n e  a s s i s t a n c e  programs of fe r  .any reduc tion in the high 
c o s t s  o f  i n s t a l l a t i o n ,  c o n n e c t i o n  o r  d e p o s i t s ,  which i t  views, a s  obviou-s 
b a r r i e r s  co low income s u b s c r i b e r s h i p . ^

61.  The Ohio O f f i c e  o f  C onsum er  C o u n s e l  recommends t h a c
l i f e l i n e  a s s i s t a n c e  be a v a i l a b l e  a s  a one - t im e  w a iv e r  of  $24.00 (and noc 
r e s t r i c t e d  co a monthly  w a i v e r )  to  c o u n t e r b a l a n c e  n o n - r e c u r r i n g  s e r v i c e

assumed what  i t  v iewed a s  a more r e a l i s t i c  f i g u r e  for  p a r t i c ip a t io n  in the 
l i f e l i n e  program (15 s t a t e s  in c lu d in g  402 o f  che U.S.  p o v e r ty  popula t ion ,  
and wich 1/3 o f  chose  s t a t e s  o f f e r i n g  only  a p a r t i a l  c r e d i t  (402 of 852 of
11.9 mi l l ion  p o v e r t y  households wich an average c r e d i t  o f  $18 per year) )  and 
a r r i v e d  a t  an  e s t i m a t e d  $72.8 m i l l io n  f e d e r a l  l i f e l i n e  fund r e q u i r e m e n t .

101 T h e s e  g r o u p s  i n c l u d e  AARP, C o n s u m e r s '  C o u n s e l s ,  che D i s t r i c t  o f  
Columbia Off ice  of  t h e  People's Counsel, che FASUCA and che UCCOC.

102 These i n c l u d e :  1) s e t t i n g  an e l i g i b i l i t y  l e v e l  a t  1252 of  che federa l  
p o v e r t y  l e v e l ;  2) a l l o w i n g  f o r  a minimum o f  100 c a l l s  pe r  month w i t h o u t  
added  c h a r g e s  in a r e a s  w i t h  m e a s u r e d  o r  m e s s a g e  s e r v i c e ;  3)  waiv ing  
c o n n e c t i o n  o r  r e c o n n e c t i o n  f e e s  o r  a l low ing  d e f e r r e d  payment p lans  fo r  
chese  c h a r g e s ;  4) d e c r e a s i n g  r a t e s  for  pay telephones and allowing incoming 
c a l l s  on chese  ph o n es ;  5)  p ro v id in g  fo r  a d v e r t i s i n g  of the. a v a i l a b i l i t y  of 
t h e  a s s i s t a n c e  p r o g r a m ;  a n d  6) a l l o w i r g  f o r  s e l f - v e r i f i c a t i o n  o f  
e l i g i b i l i t y .

103 A d d i t i o n a l l y ,  CFA a s s e r t s  Chat two o f  che c e r t i f i e d  s t a t e  programs 
o f f e r  l i f e l i n e  a s s i s c a n c e  only  co che e l d e r l y ,  al though i t  al so argues chac 
the  Commission should  al low s t a t e s  to  dec ide  f o r  themselves whether  any 
e l i g i b i l i t y  r e q u i r e m e n t s  b e y o n d  s e l f - c e r t i f i c a t i o n  a r e  n e c e s s a r y  or  
a p p ro p r i a t e .

-  4f -
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i n s t a l l a t i o n  c h a r g e s  and cus tom er  d ep o s ic  r e q u i r e m e n t s  * F u r the rm ore ,  i t  
s u g g e s t s  c h a t  t h e  Commission should  al low f o r  SLC w a i v e r  a p p l i c a t i o n s  by 
i n d i v i d u a l  s u b s c r i b e r s  and n o t  j u s t  l im i t  them to s t a t e s  or  LECs, and chac 
chese  w a iv e r s  .should, no t  be t i ed  to any matching s t a t e  a s s i s t a n c e .

62.  Among u s e r  g roups  and government agencies ,  Ad Hoc, ICA, and 
NTIA s u p p o r t  t h e  c u r r e n c  f e d e r a l  l i fe l ine  a s s i s t a n c e  p rog raa .  DOJ sugges ts  
t h a t  l i f e l i n e  a s s i s c a n c e  should  be funded from gene ra l  t a x  revenues r a t h e r  
chan ch rough  i n t e r s t a t e  t o l l  c h a r g e s .  CUA, however, s t a t e s  chac Congress 
h a s  a l r e a d y  r e j e c t e d  che id e a  of  g e n e r a l  pub l ic  fund ing  f o r  t h e  f e d e r a l  
l i f e l i n e  a s s i s t a n c e  program. .

B. Discussion

63.  In l a t e  1983 we recommended, and Che Commission subsequent ly  
a d o p t e d ,  che  e x i s c i n g  f e d e r e l  l i f e l i n e  a s s i s t a n c e  program in o r d e r  to 
p r e s e r v e  u n i v e r s a l  s e r v i c e  and promote s u b s c r i b e r s h i p  among low income 
h o u s e h o l d s .10^We recommended t h i s  program because  s u b s c r i b e r s h i p  l e v e l s  
among low income h o u s e h o l d s ,  w hi le  s t a b l e ,  remained  below che n a c i o n a l  
a v e r a g e .  S ince  J a n u a r y  1966, t e n  s t a t e s  and the D i s t r i c t  of Columbia have 
b een  c e r t i f i e d  f o r  f u l l  a s s i s c a n c e  un d e r  Che f e d e r a l  p r o g r a m , ^ ^ a n d  many 
more a r e  moving t o w a r d ' a d o p t i n g  a s t a t e  l i f e l i n e  program and r e q u e s t i n g  
f e d e r a l  c e r t i f i c a t i o n .

64. In t h e  F u r t h e r  Nocice. che Commission reques ted  an evalua tion  
of  c h i s  p ro g ram  and recommendations  fo r  f u r c h e r  a c t i o n .  As many o f  the 

c e r t i f i e d  s t a t e  p la n s  a r e  j u s t  beg inn ing  to  Cake e f f e c t ,  i t  is  noc possible 
co draw any f i n a l  c o n c l u s i o n s  a bou t  che e f f e c t i v e n e s s  of che plans a t  chis 
c ime.  We do b e l i e v e ,  h o w e v e r ,  chac ch is  program is  a p r o p e r l y  t a r g e t e d  
r e s p o n s e  to  o u r  concerns  regarding the g e n e r - ’ ' e v e l  o f  s u bsc r ibe r sh ip  among 
low income g roups  as  we proceed with c;” > smtn tat ion  o f  subsc r ibe r  l ine 
c h a r g e s .  We a r e  c o n f i d e n t  t h a t  ' f e d e r a l  l i f e l i n e  a s s i s c a n c e
program w i l l  c o n t i n u e  to  expand w i th  to... income telephone su b sc r ib e r s  
r e c e i v i n g  ch e s e  l i f e l i n e  b en e f i t s .

104 See s u p r r  n o t e  11 and accompanying t e x t .

105 C e r t i f i e d  l i f e l i n e  p ro g ra m s  a r e  in o p e r a t i o n  in A r izo n a ,  A r k a n s a s ,  
C o l o r a d o ,  t h e  D i s t r i c t  o f  C o lu m b ia ,  H a w a i i ,  M ary land ,  N o r th  C a r o l i n a ,  
Oregon,  U tah ,  Vermont,  and West Virginia. Addit ionally,  both Cali forn ia  and 
New York have l i f e l i n e  a s s i s t a n c e  programs p u r s u a n t  to  the  i n i t i a l  federa l  
s u b s c r i b e r  l i n e  c h a r g e  w a iv e r  p roposed  in che Recommended D ec is ion  and 
adop ted  in che Subscriber  Line Charge Order.

-  41 -
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65.  I a  ch i s  O rd e r  we recommend chac Che currenc federa l  l i fe l ine  
a s s i s c a n c e  b e n e f i c a  be i a c r e a a e d  co correapond v ich  che propoaed increases  
in  s u b s c r i b e r  l i n e  c h a r g e s .  The L i f e l i n e  O rde r  scaces chac Che Commission 
w i l l  " p r o v i d e  maCching a s s i s c a n c e ,  up co che f u l l  amounc of  Che aubacr iber  
l i n e  c h a r g e ,  f o r  s u b s c r i b e r s  receiving benefica under a qualifying scace and 
l o c a l  c e l e p h o n e  company a s s i s c a n c e  p L a n . " ^  y t i s  l anguage  concempLaCes 
i n c r e a s i n g  che  amounc o f  Che w a i v e r  shoqld che amounc of  cha SLC in c re a s e .  
For  example,  v ic h  a $3.50 SLC and a maCching sCaCe concribucion, che presenc  
f e d e r a l  l i f e l i n e  a s s i s c a n c e  program w i l l  g e n e r a c e  b e n e f i c a  of  $7.00 p e r  
monch f o r  q u a l i f y i n g  s u b s c r i b e r s  Co o f f sec '  incerscace and local  c h a rg e s .* 07

66.  S e v e r a l  commencing p a r c i e s  soughC f u r c h e r  modif icac ion  and 
ex p a n s io n  of  Cha e x i s c i n g  f e d e r a l  l i f e l i n e  a s s i s c a n c e  program. We cannoc 
e n d o r s e  C a l i f o r n i a ' s  r e c o m m e n d a c i o n  c h a c  che  income v e r i f i c a c i o n  
r e q u i r e m e n c  i n  Che e x i s c i n g  l i f e l i n e  p r o g r a m  be a b a n d o n e d .  T h i s  
v e r i f i c a c i o n  requ i rem enc  s e r v e s  Cvo p u rp o s es :  f i r s c ,  ic  ensures chac chose 
s u b s c r i b e r s  r e c e i v i n g  Che a s s i s c a n c e  e r e  in face e l ig ib le ,  chereby avoiding 
a s iC u a c io n  w h ere  b e n e f i c s  a r e  e x c r a c c e d  by ine l ig ib le  subscr ibers  chrough 
f r a u d u l e n c  c e r c i f i c a c i o n s ; and s e c o n d ,  an n u a l  r e c e r c i f i c a c i o n  s e r v e s  co 
updaC e  Che e l i g i b l i c y  r o l e s  co e n s u r e  chac Chose s u b s c r i b e r s  r e c e i v i n g  
a s s i s c a n c e  h a v e  r e m a i n e d  e l i g i b l e . * 00 We c o n s i d e r  che v e r i f i c a c i o n  
r e q u i r e m e n c  Co be en  i n C e g r a l  p a r e  o f  che e x i s c i n g  l i f e l i n e  a s s i s c a n c e  
p rog ram .  For  s im i la r  reasons ,  J l r« ’do noc accepc Texas '  requesc for inc reased  
f lexi t .  i i c y  in Che e l i g i b i l f c y ^ r i q u i r e m e n c s . EliminaCion of  che means-cesc 
f rom  che  e l i g i b i l i c y  c r i c e r i a  *or  f e d e r a l  b e n e f i c s ,  fo r  example,  would 
r e s u l c  in an a s s i s c a n c e  program chac i s  no l o n g e r  c a rg e c e d  co low income 
h o u s e h o ld s ,  and suscepcible to  widespread abuse.

67. We a l s o  d e c l i n e  co a d o p c  s u g g e s c i o n s  chac Che e x i s c i n g  
f e d e r a l  l i f e l i n e  a s s i s c a n c e  program should  noc r e q u i r e  any maCching scace 
a s s i s c a n c e .  We b e l i e v e  chac r e q u i r i n g  implemencacion o f  a s c a c e  l i f e l i n e  
program as  a p r e r e q u i s i c e  co be ing  c e r c i f i e d  for  federa l  benefics under che 
e x i s c i n g  l i f e l i n e  p r o g r a m  e n s u r e s  c h a c  q u a l i f y i n g  s u b s c r i b e r s  r e c e i v e

106 See L i f e l i n e  Order, supra noce 11, aC para .  1.

107 B e n e f i c s  w i l l  be  e v e n  g r e a c e r  i f  che monchl ,  s c a c e  c o n c r i b u c io n  
ex c e e d s  $3.50 p e r  monch per qualifying s u b sc r ib e r .

108 M o r e o v e r ,  aa US Wesc poir .es  o u c ,  s ince  f e d e r a l  l i f e l i n e  a s s i s c a n c e
b e n e f i c a  a r e  funded chrough  incerscace co l l  charges ,  any scace program chac
i s  noc p r o p e r l y  ca rgeced  would be unfai r ly  subsidized by racepayers  in ocher
s c a c e s .  I t  i s  e n c i r e l y  r e a s o n a b l e  f o r  che  s c a c e s  chac w il l  be funding chis 
a s s i s c a n c e  co expecc chac measures wil l  be Caken Co ensure chac benefics a re  
d i r e c c e d  co che incended rec ip iencs .

-  42 -
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a s s i s t a n c e  to o f f s e t  b o t h  t h e i r  local s e r v i c e  c o s t s  and t h e  f e d e r a l  

subscriber line charge. This approach fairly distributes Che responsibility 
for pr e s e r v i n g  telephone penetration levels to both the. federal and scate 
j u r i s d i c t i o n s . 109 Fina l l y ,  v e  r e c o g n i z e  t h a t  DoJ's p r o p o s a l  Chat Che 

funding for the lifeline program come from the general Cax revenues is noc 

presently feasible, although Chis approach is attractive in theory.110 Ac 

this time, v e  believe that federal lifeline assistance p r o g r a m s  should be
s u p p o r t e d  t h r o u g h  i n c r e a s e d  c h a r g e s  for ocher, t e l e c o m m u n i c a t i o n s

• ill s e r v i c e s .

68. As seated earlier, u e  do not believe thac SLCs have had, or 
will have, a deleterious effect on universal service. However, a number of 
c o m mencers in chis proceeding have directed our attention co Che effect of 
high n o n - r e c u r r i n g  charges, such as Chose assessed for commencing telephone 
service, on universal service.11^ The exiscing federal lifeline assiscance

109 The Ohio C o n s u m e r  C o u n s e l ' s  s u g g e s t i o n  c h a t  consumers  o r  t h e i r  
r e p r e s e n c a c i v e s  be a l l o w e d  co f i l e  f o r  c e r t i f i c a t i o n  was r e j e c t e d  on 
r e c o n s i d e r a t i o n  o f  Che L i f e l in e  O rder  as  in feasib le Co implement in l igh t  of  
che r e q u i r e m e n c  f o r ’matching s t a t e  a s s i s t a n c e .  See Lifel ine Recons idera t ion  
Order , supra noce 11, a t  pa ra .  7.

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

111 We r e c o g n i z e  c h a t  t h e r e  may be b e n e f i c s  from f u n d i n g  l i f e l i n e  
a s s i s c a n c e  c h rough  Cax rev en u e s  and ,  o f  c o u r s e ,  s c a c e s  a r e  f r e e  Co fund 
c h e i r  s h a r e  o f  l i f e l i n e  b e n e f i c s  from any i n t r a s t a c e  s o u r c e ,  in c lu d in g  
g e n e r a l  o r  s p e c i a l  c a x  r e v e n u e s .  H o w e v e r ,  a t  Che p r e s e n c  t im e ,  Che 
a p p r o p r i a t i o n  o f  f e d e r a l  Cax r e v e n u e s  f o r  l i f e l i n e  p u r p o s e s  a p p e a r s  
u n l i k e l y .  F u r t h e r m o r e ,  as  long as  l i f e l i n e  bene f ic s  a re  proper ly  t a i l o r e d ,  
we b e l i e v e  Chat t h e y  can be funded chrough i n t e r s t a t e  c o l l  r a c e s  w ithout  
undu ly  a f f e c c i n g  che e f f i c i e n c y  ga ins  chac we should  c o n t i n u e  co obca in  
from more economii pric ing.

112 A scudy  p r e p a r e d  by Che Michigan D ives t i tu re  Research Fund, sponsored
in  p a r t  by che Michigan Cicizens  Lobby, found chac i n s t a l l a t i o n  charges and 
s e c u r i t y  d e p o s i t s  w ere  c i t e d  as che primary cause for  che lack of  te lephone 
s e r v i c e .  S i m i l a r l y ,  in a s u rv e y  o f  c u s to m e rs  in Tucson ,  Arizona, and Sale 
Lake C i t y ,  U ta h ,  co n d u c ted  by US Wesc, in s t a l l a t io n  and depos i t  coses were 
i d e n t i f i e d  a s  " t o o  h i g h . "  AARP p roposed  a w a iv e r  o f  50Z of  Che connection 
and i n s t a l l a t i o n  c h a r g e s ,  UCCOC s u g g e s t e d  a f u l l  w a i v e r  of  che charges o r  
d e f e r r e d  p a y m e n t  p la ns  fo r  Chese c h a r g e s ,  and t h e  CF/. a rg u e d  c h a t  h igh 
i n s t a l l a t i o n  and connecc ion  c h a r g e s ,  as  w e l l  as high deposic requ i rements ,  
a r e  o b v io u s  b a r r i e r s  Co subscr ibersh ip  by low income households.

M o r e o v e r ,  a r e c e n t  s u r v e y  c o n d u c t e d  by C F A ,  A A R P  a n d  A T & T  

indicates that almost chree quarters of chose uichouc phone service perceive
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p r o g r a m  s p e c i f i c a l l y  p r o v id e s  ChaC Che sCaCe matching  a s s i s c a n c e  may be 
p r o v i d e d  c h r o u g h  r e d u c e d  c o n n e c c i o n  c h a r g e s  o r  c u s t o m e r  d e p o s i c  
r e q u i r e m e n t s .  Among c e r t i f i e d  programs, chose in Maryland, Hawaii, Arizona, 
U ta h ,  and che  D i s t r i c t  o f  Columbia o f f e r  d i s c o u n t s  o r  e x t e n s i v e  b e n e f i c s  
a p p l i c a b l e  Co c h e s e  n o n - r e c u r r i n g  c h a r g e s  and  d e p o s i c  r e q u i r e m e n t s .  
However ,  we b e l i e v e  chac  more can be done Co d i r e c t l y  address che problem 
o f  h i g h  n o n - r e c u r r i n g  c h a r g e s  f o r  low income hou seh o ld s  chac  a r e  noc 
p r e s e n t l y  on  c h e  n e t w o r k , * * 3 t h e r e b y  noc o n ly  p r e s e r v i n g ,  buc a l s o  
i n c r e a s i n g ,  u n i v e r s a l  t e l e p h o n e  s e r v i c e .  Toward chis end,  we a r e  adopting 
p a r t  o f  Che p r o p o s a l s  put  forward by AA&P and UCCOC and a re  recommending an 
a d d i c i o n a l  l i f e l i n e  a s s i s c a n c e  program co o f f s e t  che c h a r g e s  a s s e s s e d  for 
commencing te lephone se rv ice .

69 .  S p e c i f i c a l l y ,  we recommend a t w o - p a r t  program co l i n k  low 
incom e h o u s e h o l d s  co che n e c w o r k . U n d e r  che f i r s c  p a r e ,  che f e d e r a l  
j u r i s d i c t i o n  w i l l  p r o v i d e  a s s i s t a n c e  s u f f i c i e n t  t o  pay o n e - h a l f  o f  che 
c h a r g e s ,  up co a $30.00 a m ounc ,  a s s e s s e d  f o r  commencing s e r v i c e  f o r  
q u a l i f y i n g . ^ 3 Under Che second p a r t  of our recommended program, where a

t h a t  t h e y  c a n n o t  a f fo rd  che Large f ron t-end coses o f  obtaining phone se rv ice  
- -  che i n s t a l l a t i o n  charge and deposic.  CFA, AA&P, AT&T, Summary Scacemenc, 
J o inc  Telecommunications P ro jec t  (February 12, 1987).

113 A pprox im a te ly  S mi l l ion  low income h o u s e h o ld s  a r e  p r e s e n t l y  withou t  
t e le p h o n e  s e rv ice .

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

115 U n d e r  C h i s  p r o g r a m ,  f e d e r a l  f u n d s  c o u l d  be  u s e d  co o f f s e t
s c a t  ‘- t a r i f f e d  c h a r g e s  i n c u r r e d  ia connecting a subsc r iber  to  che necwork.
In  most c a s e s ,  such  c h a r g e s  c o v e r  che a d m i n i s t r a t i v e  co s es  of  opening an 
accounc and che  c o s e s  of  t u r n i n g  Che switch  ac Che cenc ra l  of f ice .  Ue sec
che cap f o r  f e d e r a l  a s s i s t a n c e  ac $30.00 based on our ca lcu la t ions  chac che 
n a c i o n a l  a v e r a g e  fo r  chese  c h a r g e s  i s  $45.17 for r o t a r y  serv ice and $46.51 
f o r  couch cone s e r v i c e .  I n d u s c r y  Analysis Division,  Common C a r r i e r  Bureau, 
F e d e r a l  Communicacions Commission, Trends  in Telephone  S e r v i c e  (February  
2,  1987).  Exc luded  from c h i s  a s s i s c a n c e  program a r e  che c o s e s  o f  i n s id e  
w i r in g ,  which have been d e c a r i f f e d ,  and s e c u r i t y  deposic requirements.  Ue 
do noc b e l i e v e  Chat  ic  i s  feas ib le  co s t r u c c u re  a federa l  ass iscance  program 
co o f f s e t  s e c u r i t y  d e p o s ic  r e q u i r e m e n t s  b e c a u se  Che amounc required  for  a 
d e p o s i c  may d e p e n d  on f a c t o r s  s u c h  a s  g e o g r a p h y  and  an  i n d i v i d u a l  
s u b s c r i b e r ' s  c r e d i t  h i s c o r y .  As indica ted  above, ue  s trongly  encourage LECs 
Co r e d u c e  o r  waive  s e c u r i t y  d e p o s ic  r e q u i r e m e n t s  for  low income cuscomers 
who do noc have poor credic  h i s t o r i e s .



LEC o f f e r s  a d e f e r r e d  payment plan fo r  a e rv ice  commencement charges  and ic 
doea noc a a a e a a  Che a u b a c r i b e r  any incereac charge ,  f ede ra l  aaa iacance w il l  
be a v a i l a b l e  co chac LEC Co .cover  Che i n c e r e a c  coace  on an aaounc  up co 
$200.116

70. C o n n e c c io n  a a a i a c a n c e  v i l l  be a v a i l a b l e  f o r  one  c e lep h o n e  
l i n e  p e r  h o u s e h o l d ,  ac a s u b s c r i b e r ' s  p r i n c i p a l  p l a c e  o f  r e a i d e n c e .  We 
f u r c h e r  recommend chac each  aca ce  a d a i n i a c e r  Chia a e r v i c e  coruaenceoer.c 
a a a i a c a n c e  p r o g r a a  u i c b i n  ica  j u r i s d i c c i o n  in  con ju n cc io n  wich  Che LECa. 
B e f o r e  r e c e i v i n g  f e d e r a l  a a a i a c a n c e ,  a p l a n  a u b a i c c e d  by a a c a c e  
c o m a ia a io n * * ?  s h o u l d  be c e r c i f i e d  in  ch e  a a o e  m a n n e r  a a  Che e x i a c in g  
l i f e l i n e  p rogram*18 aa a e e c in g  che fo l low ing  c r i C e r i a  Co e n a u r e  chac  che 
a a a i a c a n c e  ia  p r o p e r l y  c a r g e c e d :  1) che cuacoaer  reques t ing  aaa iacance haa 
l i v e d  ac an a d d re a a  o r  a d d re a a e a  where chere haa been no celephone aerv ice  
f o r  ac leaaC t h r e e  moncha immediately p r i o r  Co che requcaC fo r  aaa iacance ;  
2) a a a i a c a n c e  ia a v a i l a b l e ,  ac o o a c ,  once ev e ry  Cvo yea rs ;  3) Che cuacoaer  
can n o t  be a d e p e n d e n t  (aa defined by che fede ra l  incoae Cax code) under che 
age of  60; and 4) che c u a c o a e r  auac  meet scate-determined  incoae c r i t e r i a .  
The f i r s c  cvo c r i t e r i a  a r e  Co be v e r i f i e d  and auch v e r i f i c a c i o n  should be 
e a s i l y  d o n e  by  u s i n g  LEC r e c o r d s .  T h e  f i n a l  Cvo c r i t e r i a  may be 
j e l f - c e r t i f i e d H o w e v e r ,  i f  a s t a t e  d e t e r m i n e s  c h a c  ic  i s  
a d m i n i s t r a t i v e l y  o r  e c o n o o i c a l ly  i n f e a s i b l e  f o r  a LEC co ver i fy  c r i t e r i a  #1 
and tl, when Che n e c e s s a r y  in format ion ous t  be provided by a LEC or  agency 
o u t s i d e  c h e  s c a c e ,  o r  i n  o c h e r  s p e c i f i e d  c i r c u o a c a n c e a  , C h en  
s e l f - c e r t i f i c a t i o n  o f  t h e s e  c r i t e r i a  w i l l  be a l lowed  and c r i t e r i o n  #4 muse 
be v e r i f i e d  by che scace or LEC.

116 Ue assume c h a t  any d e f e r r e d  payment s c h e d u le  v i l l  noc be longer chan 
12 m onths .  A lso ,  we recommend c h a t  che inceresc r a t s  used in th i s  p a r t  of 
che program be determined based on che race paid on cen-year  Treasury  Bil ls .  
See § 6 7 .731 (a ) (4 ) ( i i )  ac Appendix B.

117 U« recommend t h a t  p lans  be submit ted  only by Che s t a c e  commission o r  
i t s  d e l e g a t e e ,  which could  be a LEC, in o rde r  co avoid Che p o s s i b i l i ty  chac 
numerous ,  c o n f l i c t i n g  plans  fo r  the saoe .yir isdiccion would be f i l ed .

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

119 We r e q u i r e  che income c r i t e r i o n  in o r d e r  co proper ly  t a r g e t  those in
need o f  c h i s  a s s i s t a n c e .  In c o n t r a s t  co che subsc r ibe r  l ine charge waiver 
m e a s u r e s  o f  c h e  e x i s c i n g  f e d e r a l  l i f e l i n e  p r o g r a m s  we w i l l  a l l o w
s e l f - c e r c i f i c a c i o n  h e r e  (excepc u n d e r  che c i r c u m s t a n c e s  d i s c u s s e d  above)
b e c a u s e  we b e l i e v e  c h a c  che o c h e r  c r i t e r i a  fo r  e l i g i b i l i t y  s u f f i c i e n t l y
reduce  che p o t e n t i a l  for  abuse of th i s  prograa .



2822
am* ^

71.  We e r e  making one a d d i t i o n a l  recommendat ion ,  d ea l ing  wich 
Che fund ing  mechanism f o r  c h i s  program as  w e l l  as  fo r  che exiscing federa l  
l i f e l i n e  a s s i s t a n c e  p r o g r a m .  Th is  p r o p o s a l  i s  c o n s i s t e n t  w ic h  o u r  
recommendat ions  co che Commission chac ic a d o p t ,  wich some modif ica t ions,  
Che p r o p o s a l s  r e g a r d i n g  poo l ing  and h igh  c o s t  a s s i s t a n c e  sec  o u t  in che 
Unicy 1-A a g r e e m e n t . 120 The common l i n e  pooling modificat ions o f  che Unicy 
1-A ag re e m e n c ,  which we adopc w i t h  some r e v i s i o n s ,  make no provis ion  for  
c o n t in u e d  fund ing  of  f e d e r a l  l i f e l i n e  a s s i s c a n c e .  T h e r e f o r e ,  in  o r d e r  co 
e n s u r e  c h a c  c h e  f e d e r a l  l i f e l i n e  p r o g r a m  c o n t i n u e s  co be funded on a 
n a t io n w id e  b a s i s , 121 we recommend Chat NECA b i l l  Che IXCs d i recc ly  fo r  the  
i n c e r s c a c e  l i f e l i n e  r e v en u e  r e q u i r e m e n c ,  c o v e r i n g  boch che e x i s c i n g  SLC 
w aiver  l i f e l i n e  program and ou r  recommended serv ice comsencemenc ass iscance  
p rogram .  IXCs c h a t  have  ac  l e a s e  1) ’2 o f  che " I*"  o r  "p re su b sc r ib ed " 122 
common l i n e s  p r e s u b s c r i b e d  co in c e r e x c h a n g e  c a r r i e r s  in a l l  s t u d y  a r e a s ,  
o r  2) 32 o f  che p r e s u b s c r i b e d  l i n e s  in any scudy area  and a minimum o f  1000 
p r e s u b s c r i b e d  l i n e s  in  c h a c  scudy a r e a ,  w i l l  be r e s p o n s i b l e  f o r  paying  
l i f e l i n e  a s s i s c a n c e .  A f l a t  monchly  ch a rg e  a c c e s s e d  e l i g i b l e  IXCs co 
r e c o v e r  ch e s e  funds  w i l l  be c a l c u l a c e d  sem i -an n u a l ly  based  on a l l  o f  che 
common l i n e s  p r e s u b s c r i b e d  co el ig ib le incerexchange c a r r i e r s .  12^

72.  Our  p r o p o s e d  IXC b i l l i n g  a l l o c a t i o n  mechanism f o r  l i f e l i n e  
f u n d i n g  i s  s i m i l a r - c o  che  o n e  p r o p o s e d  in  Unicy 1-A fo r  che h igh  cosc  
f u n d ,  124 and should  be e a s y  co a d m i n i s t e r .  LECs p a r t i c i p a t i n g  in  che

120 See infra  p a r a s .  72 and 87.

121 U n d e r  p r e s e n c  p r a c t i c e ,  LECs in  s c a c e s  w ic h  c e r t i f i e d  l i f e l i n e  
a s s i s c a n c e  p la n s  e s t i m a t e  che number o f  l i fe l ine  su b sc r ib e r s ,  determine che 
r e s u l t i n g  a n n u a l  s ubsc r ibe r  line charge revenue lo s s ,  and reporc Chat amounc 
Co che NECA common line pool as  an addi t ion co Che CCL revenue requiremenc.  
Thus ,  a b s en c  Che proposed  modificat ion for  IXC bil l ing  under our recommended 
pool ing  r e v i s i o n s ,  c a r r i e r s  chac  f ile Cheir own car i f f s  could be required  co 
r e c o v e r  che c o s c  o f  l i f e l i n e  se rv ice  vichin  chei r  own serv ice a r e a s .

122 We use  che cerm " p r e s u b s c r i b e d '*  co i n d i c a t e  a l l  " I * "  a c c e s s  l i n e s ,  
i n c lu d in g  boch Feacure Croup C and D s e rv ice s .

123 We find c h i s  funding mechanism most compacible wich che balance of che 
r e c o m m e n d a t i o n s  we p r o p o s e  h e r e .  Thus ,  we d e c l i n e  co adopc Vermont 's  
s u g g e s t i o n ,  s u b m i t t e d  a s  p a r e  o f  i c s  d e p o o l i n g  p r o p o s a l ,  chac  a f ixed  
r e v e n u e  amounc be s e l e c t e d  a n d  e s t a b l i s h e d  in  a " p o o l "  f o r  l i f e l i n e  
a s s i s c a n c e .

124 See in fre p a r a s .  75-77.
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f e d e r a l  l i f e l i n e  a s s i s c a n c e  programs should es t imate  and reporc  annually t o  
NECA t h e  n u m b e r  o f  q u a l i f y i n g  s u b s c r i b e r s  u n d e r  a l l  l i f e l i n e  a s s i s t a n c e  
p r o g r a m s ,  a i  w e l l  as  c h e . d o l l a r  amount o f  b e n e f i c s  p e r  s u b s c r i b e r .  NECA 
should  in t u r n  r epo r t  chese d a t a  to the C o m m i s s i o n .  *25

73.  We b e l i e v e  t h a t  Che a d d i c i o n a l  l i f e l i n e  a s s i s t a n c e  program 
recommended h e r e  is  e a s i l y  i a p l e m e n ta b l e ^ 2^ and should be q u i t e  e f f e c t i v e  
in  removing a major  b a r r i e r  to  in i t i a t i o n  of  celephone serv ice  by low incoae 
h o u s e h o ld s  .*27 While we encourage s t a t e s  to match che d i r e c t  o f f se t  of che 
c h a r g e s  a s s e s s e d  fo r  commencing s e r v i c e ,  our  recommended p lan  does  n o t  
r e q u i r e  Che s t a t e s  to  p ro v id e  a a c c h in g  funds .  Horeover,  we s t rong ly  urge  
t h e  s t a c e s  and l o c a l  exchange  c a r r i e r s  co d ev e lo p  d e f e r r e d  payment plans 
f o r  s e r v i c e  commencement c h a r g e s ,  a s  w e l l  as  p ro v id e  r e d u c t i o n s  in ,  o r  
w a iv e r s  o f ,  s e c u r i t y  d epos ic  r e q u i r e m e n t s  f o r  low income customers who do 
noc have poor c r e d i t  h i s t o r i e s .

74.  F u r t h e r m o r e ,  o c h e r  m e a s u r e s ,  b e y o n d  f e d e r a l  and  s t a t e  
f i n a n c i a l  a s s i s t a n c e ,  a r e  im p o r t a n t  complements-co chese u n ive rsa l  s e rv ice  
e f f o r t s .  We b e l i e v e  t h a t  t h e  a v a i l a b i l i t y  of  loc a l  se rv ice  op t ions ,  such as 
che v a r i o u s  s t a t e  lo w - c o s t  o r  budge t  s e r v i c e s ,  c o n t r i b u t e  co maintaining 
u n i v e r s a l  s e r v i c e . *28 Host o f  Che LECs have a l t e r n a t i v e  s e r v i c e  o p t i o n s

123 R e p o r t s  co Che Commission and rev iew  by Commission s t a f f  should help 
e n s u r e  t h a t  chese est imates and ca lcu la t ions  a re  reasonable .

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

126 T h i s  new f e d e r a l  l i f e l i n e  a s s i s t a n c e  p r o g r a r d o e s  r e q u i r e  some 
s e p a r a t i o n s  c hange s  to  e n s u r e  t h a t  c o s t s  and revenues are proper ly  al igned 
b e t w e e n  t h e  j u r i s d i c t i o n s .  Our p ro p o s e d  r u l e  changes  a r e  c o n t a i n e d  in 
Appendix B.

127 We w i s h  t o  s t r e s s  c h a t  ch i s  a d d i t i o n a l  a s s i s t a n c e  program i s  noc
i n t e n d e d  co su p p la a c  Che p r e s e n t  s u b s c r ib e r  l ine charge waiver measures of 
che e x i s t i n g  l i f e l i n e  program. Ue encourage  scaces and LECs chat  have noc 
y e t  i m p l e m e n t e d  che  e x i s c i n g  p r o g r a m  t o  d e v e l o p  q u a l i f y i n g  l i f e l i n e  
a s s i s c a n c e  p l a n s  as  soon as p o s s i b l e .  F u r th e rm o re ,  we recommend t h a t  Che 
Comm iss ion  w o r k  c l o s e l y  wich s t a t e s  c h a t  have a l r e a d y  r e c e i v e d  f e d e r a l  
c e r t i f i c a t i o n  f o r  l i f e l i n e  a s s i s t a n c e  p lans  to  allow them to qual ify  quickly 
f o r  r e c e i p t  o f  a d d i t i o n a l  f e d e r a l  funds co o f f s c c  i n c r e a s e s  in s u b s c r i b e r  
l i n e  cha rges .
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available Co Cheir c u t C o o e r s  and many of cheae carriers have an increasing 
n u m b e r  of cusc o m e r s  subscribing Co cbem. We scrongly encourage all LECs Co 

make alcernative service opcions available and co assise in che developoenc 

and adminiacracion of federal assiscance measures in order co ensure chac 
Celephone service is universally available*

V I .  High Cosc Assiscance 

A* Comment Summary

75. S ince  many o f  che commencs dealing vich  high cosc a s s i scance  
focused,  on che s p e c i f i c  p roposa l  sec ouc in che Unicy 1-A agreemenc, ve v i l l  
b r i e f l y  d e s c r i b e  ic  h e r e *  U nder  c h e - U n i c y  1-A p r o p o s a l  che h igh  c o s c  
a s s i s c a n c e  formula v o u ld  be r e C a rg e c e d  Co g ive  addicional  benefics co LECa 
v ic h  f e v e r  Chan 200,000 access  l ines and Co decrease ass iscance  co LECs v ic h  
g r e a c e r  c h a n  200,000 a c c e s s  i i n e s .1 2 9  The s p o n so r s  o f  Unicy 1-A c la im ,  
based  ob 1985 HECA f i g u r e s ,  chac Che i r  ca rgec ing  of che high cosc measures

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

129 "Small  and medium-sized" LECs (chose vich 200,000 o r  fever  l ines)  would 
be d iv id e d  inco c h r e e  c a c e g o r i e s :  ( i )  chose v ich  loop coses equal  c o ‘0-115Z 
of  che n a c i o n a l  a v e r a g e  loop cosc  vo u ld  be al loved no addicional  ai locac ion 
o f  c o s e s  co che . i n c e r s c a c e  j u r i s d i c c i o n ;  ( i i )  chose v i c h  loop c o s e s  equal  
co 115-.150Z o f  c h e  n a c i o n a l  a v e r a g e  w ou ld  be a l l o w e d  an a d d i c i o n a l  
i n c e r s c a c e  a i l o c a c i o n  o f  65Z o f  che coses in chac band; and ( i i i )  Chose wich 
loop  c o s e s  g r e a c e r  chan 150Z of che n a c i o n a l  average  vould be e l ig ib le  for  
an a d d i c i o n a l  i n c e r s c a c e  a i l o c a c i o n  of  75Z of chose coses .  Large companies 
( c h o s e  wich  more Chan 200,000 l i n e s )  vo u ld  be divided inco f ive cacegor ies :
( i )  ch o se  wich  loop c o s e s  e q u a l  co 0-115Z o f  nac ionv ide average loop coses 
would be a l low ed  no a d d i c i o n a l  i n c e r s c a c e  a i l o c a c i o n ;  ( i i )  chose v ic h  loop 
c o s e s  o f  115-160Z o f  che n a c i o n a l  a v e r a g e  vou ld  be a l lowed an a d d i c i o n a l  
i n c e r s c a c e  a i l o c a c i o n  f o r  10Z o f  Che c o s e s  in chac band;  ( i i i )  chose  wich 
l o o p  c o s e s  beCveen 160-200Z o f  che n a c i o n a l  a v e r a g e  would be a l low ed  an 
a d d i c i o n a l  i n c e r s c a c e  a i l o c a c i o n  of  30Z of  che c o s e s  in chac band ;  ( iv )  
chose  v i c h  loop c o s e s  e q u a l  co 200-230Z of  che n a c i o n a l  a v e r a g e  would be 
a l l o v e d  an a d d i c i o n a l  a i l o c a c i o n  o f  60Z o f  che c o s e s  in chac band; and (v) 
chose v i c h  loop c o s e s  g r e a c e r  chan 230Z o f  che n a c i o n a l  a v e r a g e  vould be 
e l i g i b l e  f o r  an a d d i c i o n a l  i n c e r s c a c e  ai locacion of  7SZ of che coses in chac 
band.



9 
•

2825

w i l l  d e c r e a s e  che o v e r a l l  s ize  o f  Che h igh  coaC fund from $448 m i l l ion  co 
$390 m i l l i o n ,  an approximaCe r e d u c c io n  o f  $58 m i l l i o n .  They al so  maincain 
chac Che p ro p o s e d  changes  v i l l  i n c r e a s e  from 53Z co 83Z che proporcionace 
■ h a r e  o f  h i g h  c o s c  fund a s s i s c a n c e  pa id  t o  LCCs v i c h  l e s s  chan 200,000 
l i n e s .

m

76.  The Unicy 1-A p r o p o s a l  f u r c h e r  p r o v id e s  chac Che high cosc 
a s s i s c a n c e  f o r m u l a  be r e v i e w e d  i n  che  f u t u r e  i f  ic a p p e a r s  chac o c h e r  
f a c t o r s ,  s uch  as s e p a r a t i o n s  changes ,  would c r e a t e  unreasonably high races  
f o r  l o c a l  s e r v i c e *  In  a d d i c i o n ,  b e c a u s e  o f  Che pooling rev is ions  proposed 
in  che Unicy IrA ag reem en t  ,*3° the  ixc$ w il l  be bi l led d i r e c t l y  for  high cosc 
funds  .chrough  a s e p a r a t e  poo l  a d m i n i s t e r e d  by NECA wich che charges based 
on t h e  p r o p o r t i o n  of  each -IXC's "1+M access  lines.^ 1

77.  The Unicy 1-A sponsors a s s e r t  chac Cheir high cosc as s i s cance  
p r o p o s a l :  1) s i m p l i f i e s  Che poo l ing  and c a s h  flow o p e r a t i o n s  by separac ing 
h igh c o s t  a s s i s c a n c e  from che CCL r a c e ;  2)  a v o id s  c a l c u l a t i n g  a high cosc 
a s s i s c a n c e  c h a r g e  for .-each  LEC when s e v e r a l  LECs may have  d i v e r s e  r a c e  
s t r u c t u r e s ;  3} c o n t i n u e s  Che p r a c t i c e  o f  r e c o v e r i n g  h igh c o s c  a s s i s c a n c e  
funds  from IXCs; 4} c e n t r a l i z e s  b i l l i n g  and c o l l e c t i o n  for chese funds;  and

• , i  5)  p r o m o t e s  and emphasizes Che national inceresc in maintaining un iv e rsa l  
s e r v i c e .

' 78.  IXCs did  noc have  e x t e n s i v e  commencs a d d re s s e d  co che high
c o s t  a s s i s c a n c e  i s s u e s .  AT&T s u p p o r t s  Unicy l-A's  r e t a r g e t i n g  of  high cosc 
a s s i s c a n c e ,  c l a i m i n g  ch ac  c h e  r e v i s i o n  i s  f u l l y  c o n s i s c e n c  w ic h  che  
Commission's p u rp o s e  of  assur ing  Chat celephone r a t e s  remain reasonable even 
in h igh  c o s c  a r e a s .  US Spr in t  genera l ly  no tes  chac Che high cosc a s s i scance  
p r o g r a m  s h o u l d  h a v e  n a r r o w l y  d r a w n  g u i d e l i n e s  so c h a c  che  leveL  o f  
a s s i s c a n c e  d o e s  noc  e x c e e d  che amounc r e q u i r e d  co t a r g e t  s u b s i d i e s  co 
s p e c i f i c  f i r m s .  C o n s e q u e n t l y ,  US S p r i n t  a r g u e s  chac t h e  l e v e l  o f  che 
f i r m - s p e c i f i c  s u b s i d i e s  shou ld  be dependent on Che economic c h a r a c t e r i s t i c s

130 See in fra p a ra s .  98-100.

131 The U n i ty  1-A p r o p o s a l  fu r c h e r  provides chac only Chose IXCs wich over
1Z o f  che  "1*"  a c c e s s  l i n e s  ( i . e . .. Chose l i n e s . p ro v id e d  by premium access  
s e r v i c e s ,  F e a t u r e  Croup C a n d ‘D s e r v i c e s )  w i l l  be b i l led  for che high c o s t  
f u n d .  E ach  LEC w ou ld  r e p o r c  Co NECA ch e  number of  "1+" a c c e s s  l i n e s  
a s s o c i a t e d  wich each IXC serving a scudy a r e a .  NECA would compute and a s s e s s  
che c h a r g e  on an annua l  b a s i s ,  and adminiscer  Che fund, including che d irecc  
b i l l i n g  co che IXCs as  w e l l  a s  che d i s t r i b u t i o n  of  r e v e n u e s  co q u a l i fy in g  
LECs.

49 -



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

79.  In  g e n e r a l ,  t h e  LECs express s t rong  support  for  the high c o s t  
a s s i s t a n c e  p r o p o s a l  in  t h e  Unity  1-A ag ree m en t .  While Americech maintains 
t h a t  t h e  U n i ty  1-A proposaL  i s  p r e s e n t l y  suf f ic ien t  to a s s i s t  the  high c o s t  
LECs, i t  a r g u e s  t h a t  a t  some p o i n t  the high c o s t  fund should be modified to  
e l im i n a t e  s u p p o r t  f o r  t h e  h igh  c o s t  s tudy a reas  of  che la rge  LECs. In  chis 
r e g a r d ,  A m e r i c e c h  p r o p o s e s  . t h a t  Cha e l i g i b i l i t y  r e q u i r e m e n t s  in c lu d e  
c r i t e r i a  t h a t  would e v a l u a t e  t h e  c u r r e n t  c i rcum s tances -  o f  che LEC before 
d e t e r m i n i n g  w h e t h e r  t h e  LEC i s  e l i g i b l e  f o r  h igh  c o a t  a s s i s c a n c e .  For  
e x a m p l e ,  A m e r i c e c h  s u g g e s t s  c r i t e r i a  such  as  an e v a l u a t i o n  o f  a LEC's 
p r i c i n g  s t r u c t u r e ,  Che a v a i l a b i l i t y  o f  l i f e l i n e  a s s i s t a n c e  f o r  i c s  
c u s c o m e r s ,  and an e v a l u a t i o n  o f  the company's loca l  r a t e  l e v e l s .  Cinc inna ti  
B e l l  c o n t e n d s  t h a c  on ly  chose  companies remain ing in t h e  v o l u n t a r y  pool  
u n d e r  t h e  U nity  1-A p r o p o s a l  should  r e c e i v e  h igh  cosc  a s s i s c a n c e .  SNET 
c o n t i n u e s  to  su p p o rc  h igh  c o s c  a s s i s t a n c e  b u t  maintains Chat che measures 
s h o u ld  be  s u b j e c t  co c o n t i n u a l  r e v i e w  co e n s u r e  l im i t e d  and p r o p e r l y  
t a rg e t e d  supporc.

80. I n  i t s  s e p a r a t e  com m encs ,  OPASTCO, one o f  Che Unicy 1-A 
s p o n s o r s ,  p r o p o s e s  an a d d i c i o n a l  mechanism Chat would p ro v id e  f u r c h e r  
a s s i s c a n c e  t o  LECs w i th  50,000 o r  feve r  access l i n e s .  The proposed formula 
i s  d e s ig n e d  t o  a s s i s t  sm a l l  LECs in a b s o rb in g  t h e  cumula t ive e f f e c t  o f  a l l  
c o s t  s h i f t s  t o  che i n t r a s t a c e  j u r i s d i c t i o n .  132

81.  Among t h e  s t a t e  commissions, Arkansas expresses  suppor t  for  
che Unicy l-A p r o p o s a l  f o r  h igh  c o s t  a s s i s t a n c e , *33 al though ic argues chac

132 The OPASTCO p l a n  w ou ld  p r o v i d e  f o r  an a d d i c i o n a l  i n c e r s c a c e  cosc  
a l l o c a t i o n  f o r  a c a r r i e r  i f ,  a f t e r  c a l c u l a t i n g  a s u r r o g a t e  number for  che 
c o s c  o f  b a s i c  l o c a l  s e r v i c e  o v e r  a two y e a r  c o n s e c u t i v e  p e r i o d :  1) che 
s u r r o g a t e  r a t e  c a l c u l a t e d  fo r  che second y e a r  exceeds  Che f i r s c  y e a r ' s  
c a l c u l a t i o n  and  equaL s  o r  e x c e e d s  $14.00; and 2) t h e  i n c r e a s e  in c o s e s  
d u r ing  che second  y e a r  ex ce ed s  by 20Z che number ca lcu la ced  for  che f i r s c  
y e a r .  Then ,  any i n c r e a s e  above che 20Z could be recovered from che OPASTCO 
h igh c o s t  fu n d .  This  p r o p o s a l  i s  supporced by Waicsfiald-Fayscon Telephone 
Company, e_c al_. , and L a c k av ax en  Telephone Company, which maincain chac che 
c u r r e n c  h igh  c o s t  formula  f a i l s  to  p r o r e c t  smaller  LECs from che cumulative 
e f f a c e s  o f  NTS c o s t  s h i f t s  to  che l o c a l  . r i s d i c t i o n  r e s u l t i n g  from recenc 
f e d e r a l  dec i s ions .

133 A rk a n s a s  recommends,  h o w e v e r ,  t h a t  Che h igh  c o s t  a s s i s t a n c e  formula
p r o p o s e d  in  t h e  U nicy  1-A a g r e e m e n c  be changed co be c o n s i s c e n c  wich
A r k a n s a s '  p r o p o s a l  co move from che 25Z b a s i c  i n c e r s c a c e  a l l o c a t o r  co a
SLU-based incerscace  a i locac ion .  See supra noce 40.
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Che e l i g i b i l i t y  r e q u i r e m e n t s  s h o u l d  i n c l u d e  some c o n s i d e r a t i o n  o f  che 
d i f f e r e n c e s  among g e o g r a p h i c  a r e a s .  C o n s e q u e n t l y ,  ic p r o p o s e s  c h a c  
e l i g i b l i c y  f o r  ch is  a s s i s t a n c e  should  be e v a l u a t e d  based on c u r r e n c  loca l  
s e r v i c e  r a c e  l e v e l s  r a t h e r  chan on LCC size* NTCA a rg u es  chac h igh  cosc  
a s s i s t a n c e  shou ld  noc be t i e d  Co l o c a l  r a c e s .  I c  maintains chac including 
an e v a l u a t i o n  o f  l o c a l  exchange r a c e s  as  a c r i t e r i o n  f o r  e l i g i b i l i t y  vould 
n e c e s s a r i l y  hr ve ro in c lu d e  some d e t e r m i n a t i o n  c o n c e rn in g  che size of  che 
l o c a l  c a l l i n g  a r e a ,  Che community of  i n t e r e s t ,  and s h o r t - h a u l  col l  r a c e s .  
NTCA c o n t e n d s  Chat such a complex ru le  would be impossible boch co eonscrucc 
and implement.

82.  As p a r t  o f  Che p r o p o s a l  i t  subm i t ted  in Lace-filed commencs, 
Vermonc p r e s e n t e d  a r e v i s e d  h igh cos t  a s s i s t a n c e  mechanism. To qualify for  
s u p p o rc  u n d e r  Che Vermonc p l a n ,  a LEC must  have a composiCe index o f  ac 
l e a s t  115Z o f  a n a t i o n a l  average index. The index vould be composed of chree 
e q u a l ly  w e ig h te d  f ac to r s  — d e n s i t y , ^ 4  c o a t , *35 4n(j basic local  r a c e s . ^ 6  
The high c o s t  fund proposed  by Vermont vou ld  be of  indefini te  durat ion  and 
a d d i c i o n a l  s u p p o r c  from a m a n d a t o r y  common l i n e  c o n c r i b u c io n  v o u ld  be 
a v a i l a b l e  f o r  LECs t h a t  h a v e  noc  y e t  m o d e r n i z e d , * ^  O t h e r  s c a c e

H ichigan  e x p r e s s e d  genera l  supporc for  r e t a r g e t i n g  high cosc ass iscance  
co s m a l l e r ,  h i g h  c o s t  LECS bu t  d id  noc eommenc on cha s p e c i f i c  changes  
suggesced  in che Unicy 1-A proposa l .

134 The " d e n s i . y "  f a c c o r  i s  com posed  o f  Cvo s u b f a c t o r s ,  Che f i r s c  
r e f l e c t i n g  n e c e s s a r y  o u t s i d e  p l a n e  c o s t s  by d i v i d i n g  che  num ber  o f  
s u b s c r i b e r s  by che  num ber  o f  r o u t e  m i l e s ,  and  ch e  s e c o n d  r e f l e c t i n g  
s w i t c h i n g  c o s e s  by d iv i d in g  Che number of  s u b s c r i b e r s  by che number o f  
c e n t r a l  o f f i c e s .  These  cvo s u b f a c t o r s  a r e  normal ized co r e f l e c t  che fact  
chac l i n e  m e a s u r e  i s  o f t e n  cvo o r d e r s  of  magnitude (lOOx) g r e a c e r  chan 
o f f ice  d e n s i t y ,  and che f a c t o r s  a r e  then weighted according co che r e l a t i v e  
amounts of  c e n t r a l  o f f i c e  in v e s tm e n t  and l o c a l  o u t s i d e  plane investmenc.

135 Vermonc c o n t e n d s ,  w i th o u t  f u r c h e r  e x p l a n a t i o n ,  th a t  Che cos t  f a c t o r  
can be m e a s u r e d  by che  c u r r e n c  measurement  of  che l e v e l  o f  NTS c o s t s ,  
claiming chac che l e v e l  of  NTS c o s t s  a p p e a r s  Co be d i r e c t l y  co r r e l a t e d  co 
rapid growth.  .

136 This  i s  che l o w e s t  (o r  h i g h e s t )  f lac  r a t e  for  local  serv ice ava ilab le  
to  a r e s i d e n c i a l  cuscomer  in a s tudy a rea  (or  a derived race  if  no flac race  
i s  a v a i l a b l e ) .  Vermonc a rgues  chac in c lu d in g  b a s ic  loca l  serv ice  r aces  in 
che index p r o v id e s  che most supporc  fo r  t h o s e  LECs chac alrea'dy have high 
r a c e s  and r e q u i r e s  chose  v ic h  low races  co bring che i r  charges more in line 
wich che n a c i o n a l  average before supporc is provided.

137 I n  a s u b s e q u e n t  p l e a d in g ,  l a c e - f i l e d  on December 15, 1986, Vermonc

-  51



, 2828
> « 2 S

commissions were  s i l e n c  on p ropoaed  changes  co Che h igh cosc  a s s i s c a n c e  
measures.

83* Among u s e r  g r o u p s ,  Ad Hoc c o n c e n d s  chac che a s s i s c a n c e  
p rov ided  ch rough  Che high cosc fiind is t o t a l l y  uncargeced,  s ince Chere never 
has been any  dem onsc rac ion  chac a c u s c o o e r ' s  a b i l i c y  co a f fo rd  ce lephone  
s e r v i c e  i s  in  a n y  w ay  c o r r e l a C e d  v i c h  v h e c h e r  che  LEC s e r v i n g  chem 
e x p e r i e n c e s  h i g h  c o s e s .  Ad Hoc c o n c u r s  in  a n y  e f f o r c s  Co d i r e c C  che 
a s s i s c a n c e  more a c c u r a t e l y  Co chose  c us tom ers  in oeed o f  i t ,  buc i s  noc 
c o n v i n c e d  c h a c  Che U n i t y  1-A p r o p o s a l  w i l l  accompli sh  chac  o b j e c t i v e .  
F i n a l l y ,  b o c h  DoJ and NTIA s uppo rc  Unity l -A 's  r e t a r g e t i n g  of  h igh  cosc  
a s s i s c a n c e ,  a l t h o u g h  NTIA b e l i e v e s  chat  incentives should be bu i l t  in to  che 
.sys tem Co e n c o u ra g e  LECs co o p e r a t e  e f f i c i e n t l y .  NTIA a l s o  s u g g e s t s  chac 
s u p p le m e n ta l  su p p o rc  be p ro v id e d  t o  smal l  LECs based  on c e r t a in  ob jec t ive  
c r i t e r i a  r e l a t e d  co local  serv ice  race  leve ls .

B. Discussion

84.  I n  1983, C h i s  J o i n c  B o a r d  f i r s t  r ecom m ended  c e r t a i n  
j u r i s d i c c i o n a l  s e p a r a c i c n s  changes  co a s s i s t  s u b s c r i b e r s  in a r e a s  o f  the 
c o u n c r y  c h a c  h a v e  h i g h  NTS lo o p  c o s e s . ^ 8  These high  c o s t  a s s i s t a n c e  
m e a s u r e s ,  adopted by the  C o m m i s s i o n ,  139 permit s tudy a reas  with higher  than 
a v e r a g e  NTS lo o p  c o s t s  Co a l l o c a t e  c e r t a i n  a d d i c i o n a l  c o s e s  t o  c h e  
i n c e r s c a c e  j u r i s d i c c i o n  (above  and beyond Che bas ic i n t e r s t a t e  a i locac ion) .  
These c o s t a  a r e  p r e s e n t l y  recovered Chrough usage-based charges paid by che 
i n c e r e x c h a n g e  c a r r i e r s .  T h i s  a s s i s c a n c e  i s  d e s i g n e d  co r e d u c e  Che 
i n c r a s c a c e  cosc  a i l o c a c i o n  and t h e r e b y  keep loca l  serv ice races  lower chan 
th e y  o th e rw is e  would be in high cosc a r e a s .

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

138 Amendmenc o f  Parc 67, Second Recommended Decision snd Order,  48 Fed. 
Reg. 46,536 (1983).  This  recommendation  was made in c o n j u n c t i o n  wich our 
recommendat ion  f o r  a c c a n s i c i o n  co a basic 2SZ incerscace ai locacion faccor  
f o r  l o c a l  NTS loop coses .

139 Amendmenc o f  P arc  67,  D ec is ion  and O rd e r ,  96 FCC 2d 781 (1984). The 
o r i g i n a l  h i g h  c o s c  a s s i s c a n c e  m e a s u r e s  w e r e  m o d i f i e d  s l i g h d y  in o u r  
p re v io u s  e x am in a t io n  of  che i s s u e s  be ing  c o n s i d e r e d  h e re .  See Recommended 
D ec is ion , supra note  9, aC pa ras .  46-73.
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85.  In t h e  F u r t h e r  Noc i c e , t h e  Commiaaion requested comments on 
t h e  e f f e c t i v e n e s s  o f  t h e  p r e s e n c  h i g h  c o s c  a s s i s t a n c e  p r o g r a m  and  
r e c o m m e n d a t i o n s  f o r  f u r t h e r  a c c i o n .  S ince  Che h igh  c o s t  fund i s  be ing 
p h a s e d - i n  o v e r  an e i g h t - y e a r  p e r io d  and 1986 was t h e  f i r s t  y e a r  o f  t h a t  
p h a s e - i n ,  che  r e c o r d  p ro v id e s  a l im i ted  amounc of informacion regard ing  the 
e f f e c t i v e n e s s  of  t h e  p re s e n c  p rogram .  N e v e r t h e l e s s ,  we beLieve chat  che 
r a t i o n a l e  f o r  o u r  o r i g i n a l  p r o p o s a l  fo r  h igh c o s t  ass iscance  remains v a l id ,  
and we c o n t i n u e  t o  s u p p o r t  h i g h  c o s t  a s s i s t a n c e  as  a sound means o f  
f o s t e r i n g  u n i v e r s a l  s e r v i c e .  As a r u l e ,  many o f  th e  fac to rs  t h a t  r e s u l t  in 
h igh  l o o p ' c o s t s ,  such  a s  p o p u la t io n  d e n s i t y  and geography,  a r e  beyond che 
c o n t r o l  o f  h igh c o s t  com panies .  The addi t ional  adjust : .c allowed pursuanc 
to  che h igh cosc  fund a l l e v ia te s  Che need to recover  some of those  high loop 
c o s t s  Chrough increased loca l  s e rv ice  r a c e s .  -We believe chat  measures,  such 
as  h igh  cosc  a s s i s c a n c e ,  des igned  to ensure t h a t  local  se rv ice  races  remain 
a t  r e a s o n a b l e  l e v e l s  throughout the councry,  r e p re s e n t  an important a s p e c t  
o f  o u r  p rogram to prese rve  universa l  telephone se rv ice .

86.  A number o f  commenting p a r t i e s  p roposed  changes  in c e r t a i n  
a s p e c t s  of  t h e  ex is t ing  high c o s t  fund. Ue supporc che proposal  to r e t a r g e t  
t h e  c u r r e n c  h i g h  c o s t  fund  a s  o u t l i n e d  in  c h e  U n i t y  1-A p r o p o s a l  and 
r e c o m m e n d  t h a c  Che Commiss ion ad o p c  c h a t  p r o p o s a l  w i t h  some m in o r  
m o d i f i c a t i o n s . In  f a c t ,  Chis modified p r o p o s a l  is s i m i l a r  co a formula we 
p r e v i o u s l y  c o n s i d e r e d  d u r i n g  o u r  e x a m i n a t i o n  of  high c o s t  a s s i s t a n c e  
m easures  in 1984. We r e j e c t e d  ch is  p a r t i c u l a r  formula a t  t h a t ' t i m e  because 
we b e l i e v e d  t h a t  f u r th e r  s tudy was necessa ry .  Retargeting che high cos t  fund 
as now recommended w i l l  p rov ide  an addicional  i n t e r s t a t e  expense ai locacion  
f o r  c h e  s m a l l  c o m p a n i e s  m os t  in n e e d  o f - a s s i s t a n c e  and  d i r e c t  l e s s  
a s s i s c a n c e  co t h e  l a r g e r  LECs, i . e . , c a r r i e r s  w i th  o ver  200,000 a c c e s s  
l i n e s ,  chac have more f l e x i b i l i t y  in dea l ing  w i th  a b o v e - a v e r a g e  c o s t s .
In l ighc  o f  Chis r e t a r g e t i n g  of  as s i s cance  coward smaller companies, we can 
r e a s o n a b l y  c o n c l u d e  t h a t  c h i s  nei; fo rmula ,  while  p e rh a p s  n o t  p e r f e c c .  
r e p r e s e n t s  an improvement over che exiscing high cos t  a s s i s t a n c e  formula.

87. We a l s o  adopc t h e  b a s i c  a p p ro a c h  for  r e c o v e r i n g  h igh  cosc  
funds  p ro p o s e d  in che Unity 1-A agreemenc, wich some modificat ions.  F i r s c ,  
as wich funding  f o r  che f e d e r a l  l i f e l i n e  a s s i s t a n c e  p r o g r a m s , I X C s  chac 
have ac l e a s e  1) 12 of  t h e  t o t a l  common lines presubscribed  to in terexchange 
c a r r i e r s  in a l l  s t u d y  a r e a s ,  o r  2) 52 o f  che p r e s u b s c r i b e d  l i n e s  in any

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

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

142 See supra para .  71.
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acudy a r e a  and a minimum of 1000 preaubacribed Lines in chac aCudy a rea  v i l l  
be r e s p o n s i b l e  f o r  p a y i n g  high coac a a a i a c a n c e .  A f l a c  month ly  c h a r g e  
a a a e a a e d  e l i g i b l e  IXCa Co r e c o v e r  h i g h  c o a c  fu n d a  v i l l  be c a l c u l a c e d  
s e m i - a n n u a l l y  b a a e d  on a l l  o f  che common l i n e s  p r e s u b a c r i b e d  co t h e s e  
i n c e r e x c h a n g e  c a r r i e r s .^ 2  The Unicy 1-A proposal  limics respons ib l icy  for  
p r o v id i n g  h igh  cosC funda Co only  a few o f  che L a rg e s t  IXCs.  Ue b e l i e v e  
chac o u r  m o d i f i c a t i o n  more f a i r l y  d i s t r i b u t e s  che r e s p o n s i b i l i t y  f o r  high  
cosc  a s a i a t a n c a  fund ing among a g r e a t e r  number of Che IXCs, and Calces inco 
acc o u n c  Che f a c t  c h a t  w h i l e  on a n a t io n w id e  b a s i s  an IXC may noc have a 
s u b s c a n c i a i  p r e s e n c e ,  ic  cou ld  be a dominant  c a r r i e r  in a p a r t i c u l a r  a r e a .  
Second,- ve  do recommend t h a t  Che IXC payments be ca lcu la ted  every  six months 
r a t h e r  chan on a y e a r l y  b a s i s  a s  p roposed  in Unicy 1-A. Ue b e l i e v e  chac 
c a l c u l a t i n g  ch e s e  payments  on a sem i-annua l  b a s i s  i s  p re fe rab le  to  r e f l e c t  
p o s s i b l e  c hange s  in che market share of che d i f fe ren t  - incerexchange c a r r i e r s  
due t o  com pet i t ion  in Che incerexchange m a r k e t .

88* Ue do not  recommend, as  some commencers sugges t ,  a change in 
Che c u r r e n c  e l i g i b i l i t y  r e q u i r e m e n t  fo r  high cosC a s s i s can ce .  Ue find chac 
t h e  c u r r e n c  e l i g i b i l i t y  requ i rem enc ,  based on che average loop coses of che 
s t u d y  a r e a ,  i s  a r e l i a b l e  c r i t e r i o n  for  determining which LECs requ i re  high 
c o s t  a s s i s c a n c e .  I c  a l s o  h a s  proven  Co be a d m i n i s t r a t i v e l y  f e a s i b l e  to  
i m p l e m e n t .  F u r t h e r m o r e ,  we a g r e e  v i c h  NTCA Chat in c lu d in g  a d d i t i o n a l  
e v a l u a t i o n  c r i t e r i a ,  s u c h  a s  l o c a l  e x c h a n g e  r a t e s ,  w o u ld  r e q u i r e  a 
s u b j e c t i v e  d e t e r m i n a t i o n  o f  che va lue  o f  che l o c a l  c a l l i n g  a r e a  s i z e ,  Che 
c om m uni ty  o f  i n c e r e s c ,  s h o r t - h a u l  c o l l  r a c e s  and o c h e r  s i m i l a r  f a c c o r s .  
E l i g i b i l i t y  c r i t e r i a  based  on a l l  o f  Chese f a c c o r s  would c r e a t e  a complex 
a s s i s c a n c e  mechanism ch . ' t  would be d i f f i c u l t  t o  c o n s t r u c t  and implement.

89. S im i l a r l y ,  we conclude  chac r e q u i r i n g  c e r t i f i c a t i o n  t h a t  a 
LEC h a s  c o n s i d e r e d  p r i c i n g  opcions and ocher se lf -he lp  a l t e r n a t i v e s  before 
i t  cou ld  r e c e i v e  h igh  c o s t  a s s i s t a n c e  u n n e c e s s a r i l y  c o m p l i c a t e s  che high 
cosc  a s s i s c a n c e  p rogram .  However, because we a r e  concerned chac chese high 
c o s t  m e a su re s  do indeed  remain p r o p e r l y  t a r g e t e d ,  we recommend chac the 
Commission d i r e c t  NECA co f i l e  annua l  r e p o r t s  chac d e t a i l  c u r r e n t  NTS loop 
c o s e s  and h igh  c o s t  a s s i s c a n c e  fo r  each  s tu d y  a r e a ,  as  w e l l  as  t r en d s  in 
Che g r o w th  o f  loop c o s e s  and Che d i s c r i b u c i o n  of  che high  cosc funds,  co 
a l l o w  c a r e f u l  m o n i c o r i n g  o f  che  e f f e c c s  of  che r e v i s e d  fo rm u la .  As we

143 Th is  fund ing  mechanism fo r  high cos t  ass iscance  wil l  become effecc ive,  
a long  wich o u r  recommended pooling rev is ions ,  on Apri l 1, 1989. Uncil chac 
Cime, che  h igh  cosc fund wil l  continue to be recovered through che CCL r a t e .

144 A r k a n s a s  s u g g e s c s  c h a c  t h e  a s s i s c a n c e  should  be c a l c u l a t e d  on a 
q u a r t e r l y  b a s i s .  Ue do noc perceive che need to  requ i re  Chis adm in is tr a t ive  
bu rden  and b e l i e v e  chac a s em i -annua l  b a s i s  w i l l  be su f f ic ie n t  co make any 
n e c e s s a r y  changes in che IXC's payments.
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s t a t e d  in  t h e  Recommended D e c i s  i o n . we s t r o n g l y  u rg e  *11 o f  th e  s t a t e  
commissions to  ensu re  t h a t  the  bene f i t s  of the high cos t  a s s i s t a n c e  measures 
a c c r u e  t o  l o c a l  r a t e p a y e r s  as  i n t e n d e d  ( i . e . , t o  keep  l o c a l  s e rv ice  r a t e s  
lower  than they  o therwise  would be) .  > •

90.  F i n a l l y ,  we co n c lu d e  t h a t  OPASTCO'$ proposal  for  add i t io n a l  
h igh  c o s t  a s s i s t a n c e  fo r  the  small LECs, i . e . , c a r r i e r s  w ith  50,000 o r  l e s s  
a c c e s s  l i n e s ,  shou ld  noc be a d o p t e d . " The* OPASTCO p ro p o s a l  is designed to  
p r o v i d e  an a d d i t i o n a l  a l l o c a t i o n  t o  the  i n t e r s t a t e  j u r i s d i c t i o n  to  h e lp  
small  LECs r e c o v e r  i n c r e a s e s  in l o c a l  r evenue  r e q u i r e m e n t s  due t o  r e c e n t  
changes  in che s e p a r a t i o n s  p r o c e d u r e s .  We find Chat the  Commission and che 
J o inc  Board have  a l r e a d y  c o n s i d e r e d  t h e  impact o f  che revenue requiremenc 
s h i f t s  r e s u l t i n g  from these  sepa ra t ions  changes in recommending and adopting 
them. T h e r e f o r e ,  we conc lude  chac a d d i t i o n a l  a s s i s t a n c e  does not  appear to  
be a p p r o p r i a t e  a t  Chis time.145

145 We noce thac in a sepa ra te  ac t ion  today,  we recommend measures for  che 
a i l o c a c i o n  o f  C a t e g o r y  6 ,  C e n t r a l  Off ice Equipment,  c o s t s  t h a t  e n s u r e  a
Lengthy t r a n s i t i o n  f o r  t h e  r e a l l o c a t i o n  of  a por t ion  of  chese c o s t s  to  che
i n t r a s t a c e  j u r i s d i c t i o n  and t h a t  provide an addicional  i n t e r s t a t e  ai locac ion 
of  c o s t s  f o r  LECs s e r v i n g  f ew er  t h a n  50,000 a c c e s s  l i n e s .  Recommended 
D e c i s io n ,  MTS and WATS H arke t  S t r u c t u r e  and Amendment o f  P a r t  67 o f  t h e  
Commission's R u le s ,  CC Docket  Nos. 78-72 and 80-286,  FCC 87- (1987). Ocher 
s e p a r a t i o n s  changes,  such as Che movement to  the 25Z gross  a l l o c a t o r  and che 
removal  o f  i n s id e  w i r e  c o s t s ,  which  OPASTCO c o n te n d s  a r e  sh if t ing  revenue 
r e q u i r e m e n t s  co Che i n t r a s t a c e  j u r i s d i c t i o n ,  a r e  be ing  p h a s e d - i n  o v e r  a 
t r a n s i t i o n a l  t ime per iod  in o rde r  to avoid the r a t e  e f fec t s  t h a t  Che OPASTCO 
plan apparen t ly  seeks to  address .

-  55 -



V I I .  Common Line Tar i f f  and Pooling

A. Pool ing Proposals and Commencs

9-1. The F u r c h e r  N o t i c e  r e q u e s t e d  comments and recommendations 
on p o s s i b l e  m o d i f i c a t i o n s  to  t h e  mandatory pooling of common l ine c o s t s  and 
r e v e n u e s .  I t  s t a t e d  t h a t  t h e s e  pool ing is sues  should be considered in che 
c o n t e x t  o f  p o s s i b l e  m o d i f i c a t i o n s  to SLCs and high cos t  a s s i s t a n c e  measures 
a s  p a r t  o f  a n  i n t e g r a t e d -  proposal  for  f u r t h e r ' a c t  ion.  These genera l  pooling 
i s s u e s  had been r a i s e d  in p e t i t i o n s  f i l e d  by B e l l  A t l a n t i c  and Nev J e r s e y  
i n  l a t e  1 9 8 5 . The F u r t h e r  Notice d i rec ted  us to  cons ider  the se  p e t i t i o n s  
as  p a r t  o f  t h i s  b r o a d  p ro c e e d in g  because  t h e y  r a i s e  i s s u e s  r e l a t i n g  co 
p o t e n t i a l  m o d i f i c a t i o n  of .  t h e  ex is t ing  mandatory pooling mechanism*

1. B e l l  A t l a n t i c  and New J e rsey  Pe t i t ions

92.  I n  i t s  O c t o b e r  1985 p e t i t i o n ,  B e l l  A t l a n t i c  a s s e r t s  chac 
m o d i f i c a t io n s  t o  che c u r r e n t  poo l ing  a r r a n g e m e n t  a r e  n e c e ss a ry .  The Bell 
A c l a n c i c  p l a n  v o u l d  r e p l a c e  che c u r r e n c  n a t i o n w i d e ,  uniform CCL ch a rg e  
d e v e l o p e d  t h r o u g h  t b e  CCL poo l ing  p ro c e s s  v i c h  t h r e e  s e t s  o f  c h a r g e s .  
F i r s c ,  LECs v o u ld  e s t a b l i s h  a " p r im a ry  e l e m e n t , "  a c h a r g e  s ec  a t  a  l e v e l  
s u f f i c i e n t  co r e c o v e r  i t s  ovn common l in e  r e v en u e  requiremenc,  but  no t  to 
exceed  che e x i s c i n g  CCL r a t e . ^ 7  Second,  a t r a n s i t i o n a l  surcharge  element 
vould be dev e lo p ed  based  on Che "excess cos t s "  above che exiscing CCL "cap" 
chac  v o u l d  be  r e p o r t e d  t o  NECA.148 T h i r d ,  a p e r  minute h igh c o s t  fund 
c h a r g e  would be a s s e s s e d .  The primary element vould be increased each year  
co t h e  p r e v i o u s  y e a r ' s  maximum r a t e  ( c h e  p r i m a r y  e l e m e n t  p l u s  che  
t r a n s i t i o n a l  s u r c h a rg e  plus che high cost  fund charge).

146 Bel l  A c lanc ic  and Nev J e r s e y  su b m i t ted  se p a ra t e  pecicions in October 
1985 and November 1985, r e s p e c t i v e l y ,  reques t ing changes in che Commission's 
P a r t  69 a c c e s s  charge ru les  to  reduce che degree of,  or  el iminate,  mandatory 
p o o l i n g  o f  common- l i n e  c o s t s .  These p e c i c io n s  and che commencs f i l e d  in 
r e s p o n s e  t h e r e t o  w e re  r e f e r r e d  to  t h i s  J o in c  Board fo r  c o n s i d e r a t i o n  and 
d e v e l o p m e n t  o f  r ecom m endat ions .  P e t i t i o n s  of  Bel l  A t l a n t i c  and che New 
J e r s e y  Board o f  Pub l ic  U t i l i t i e s ,  RM No. 5205, Mimeo No. 4622 ( re leased  May 
21,  1986).

147 Ac t h e  t ime t h e  p e t i t i o n  was f i l e d ,  che CCL r a t e  was a uniform 4,33 
c e n t s  per minute.

148 At che t ime i t  f i l e d  i t s  p e t i t i o n ,  Be l l  A clanc ic  e s t i m a t e d  t h a t  a .5
c e n t  pe r  minute of use surcharge would be necessary  v ic h  a $2.00 SLC.
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93.  In  i t s  p e t i t i o n ,  New J e r s e y  A s s e r t s  thAt bypess is a major 
t h r e a t  i n  i t s  s t a t e  and  t h a t  d epoo l ing  r e p r e s e n t s  an e f f e c t i v e  t o o l  to  
combat i t .  Hew J e r s e y  en d o rs e d  th ree  possible approaches to  depooLing: (1) 
the BelL A t l a n t i c  p r o p o s a l ;  (2) t o t a l  e l im i n a t io n  o f  t h e  NECA pool w i th  a 
move t o w a r d  c o s t - b a s e d  p r i c i n g  o f  s e r v i c e s ;  o r  (3)  a cap on th e  maximum 
c o n t r i b u t i o n  t h a t  any one s t a t e  makes co t h e  HECA pooL, which would be 
phased down over time.

*

94.  Whi le  c o s t  p a r t i e s  commencing in r e s p o n s e  to  t h e  F u r t h e r  
Nocice d id  n o t  s p e c i f i c a l l y  a d d r e s s  t h e s e  two p e t i t i o n s ,  we w i l l  b r i e f ly  
summarize t h e  comments submic ted  on them d u r in g  che i n i t i a l  pleading cycle 
e s t a b l i s h e d  in  r e s p o n s e  t o  t h e  p e t i t i o n s . ^  Among t h e  BOCs, A mer icech ,  
B e l lS o u th ,  and US West supporced che Bell A tlan tic  and Hew J e r s ey  pec ic ions ,  
wich US W e s t  p r o p o s i n g  tw o  t r a n s i t i o n  p l a n s  f o r  e n d i n g  p o o l i n g ,  one 
i n v o l v i n g  i n c r e a s i n g  Che SLC and  t h e  s e c o n d  i n v o l v i n g  a p e r c e n t a g e  
phase-down in  t o t a l  pool  c o n t r i b u t i o n s .  Pacific  Bell and Southwestern Bell 
opposed t h e  p e t i t i o n s  and i n s t e a d  s u p p o r t e d  the  f l a t - r a c e  IXC recovery  of 
NTS c o s t s ,  c o n s i s t e n t  wich o c h u r  p e c i c io n s  pending b e f o r e  t h e  Commission 
a t  t h a c  t i m e  p r o p o s i n g  a l t e r n a t i v e  common l i n e  c o s t  r e c o v e r y  r a c e  
s t r u c t u r e s . ^ 0  NYNEX exp res sed  concern chat  the  Bell Aclancic plan would 
i n c r e a s e  u n e c o n o m ic  b y p a s s  f o r  c h o s e  c o m p a n ie s  wich n e a r - a v e r a g e  or  
g r e a t e r - c h a n - a v e r a g e  c o s t s .  Bel l  A t l a n t i c  councered  chac chese companies 
would only  be paying s l i g h t l y  more u n d e r  ic s  p lan  th a n  u n d e r  th e  p r e s e n c  
system.

95.  Among che independent celephone companies, che CTOCs proposed 
c e r t a i n  r e v i s i o n s  to  che Bel l  Atlan tic  p lan.  They suggested el iminating che

149 I t  a p p e a r s  t h a t  many of che views e x p r e s s e d  in t h e s e  commencs have 
been s u p e r s e d e d  by s u b s e q u e n t  comments s u b m i t te d  by che same p a r t i e s  in 
r e s p o n s e  t o  che F u rc h e r  N o c ic e . In f a c t ,  Bell A tlan tic  i t s e l f  subsequently 
f i l e d  comments in supporc  of the pooling proposal  concained in the Unity 1-A 
a g r e e m e n t .  The D i s t r i c t  o f  Columbia,  however,  expressed continued supporc 
f o r  che  B e l l  A t l a n t i c  d e p o o l i n g  p l a n ,  and F l o r i d a  s t a t e d  c h a t  c a r e f u l  
c o n s i d e r a t i o n  should be given to  boch pecicions.

150 P a c i f i c  Be l l  s u b m i t te d  a w a iv e r  p e t i t i o n  to implement such a plan a t
che same cime t h a t  che Bell  A t l a n t i c  and New J e r s e y  p e t i t i o n s  were f i l ed .  
This p e t i t i o n  s u b s e q u e n t l y  was d e n i e d ,  as were similar  p e t i t i o n s  filed by a 
number o f  LECs. See P e t i t i o n s  fo r  Waiver of Var ious  Sections of Par t  69 of
che Commission's R u le s ,  f i l e d  by H ounta in  S t a t e s  Telephone  and T e le g ra p h  
Company, e_c a U  FCC 86-145 ( r e l e a s e d  April 28, 1986) (Interim NTS Guidelines 
O r d e r ) ,  on r e c o n s i d e r s  t  i o n  . FCC 86- 527 ( r e l e a s e d  J a n u a r y  7 , 1987 ) 
(G u id e l in e s  Order Reconsiderat ion).



t r a n s i t i o n a l  s u r c h a r g e  and r e p l a c i n g  i t  v i t h  a f ixed  c h a r g e  upon IXCs* 
U n i t e d  a l s o  p r o p o s e d  s o n e  m o d i f i c a t i o n s  t o  t h e  B e l l  A t l a n t i c  p l a n ,  
s u g g e s t i n g  t h a t  t h e  t r a n s i t i o n a l  s u r c h a r g e  l e v e l  shou ld  d e c r e a s e  as SLCa 
a r e  i n c r e a s e d .  C i n c i n n a t i  B e l l  s u p p o r t e d  Bel l  A t l a n t i c ' s  p e t i t i o n ,  w h i l e  
SNET n o t e d  t h a t  a g r a d u a l  r e d u c t i o n  in pooling v a s  n e c e ss a ry .  Smaller  LECs 
and i n d e p e n d e n t s  m a in ta in ed  th a c  f u r t h e r  s tudy  of  depooling v a s  n e c e s s a r y ,  
p a r t i c u l a r l y  c o n c e r n in g  che impacc of  depoo l ing  on CCL r a t e s  and b y p a s s .  
Among t h e  LEC a s s o c i a t i o n s , NTCA s t r o n g l y  opposed  t h e  Bel l  A t lan t ic .  pLan, 
while OPASTCO and USTA simply s u g g e s t e d  r e f e r r i n g  che i s s u e  o f  d e p o o l i n g  
t o  t h e  J o i n t  Board. v

96.  Of t h e  s t a t e  c o m m i s s i o n s ,  D e l a w a r e ,  c h e  D i s t r i c t  o f  
C o lu m b ia ,  M a r y l a n d  and V i rg in i a  a l l  s u p p o r t e d  t h e  B e l l  A t l a n t i c  and  Nev 
J e r s e y  d e p o o l i n g  p e t i t i o n s . .  Ocher s t a t e  commissions c r i t i c i z e d  t h e  BeLL 
A t l a n t i c  and  Nev J e r s ey  plans as being inadequately supporced,  and req u es te d  
f u r t h e r  r e v ie w  by t h e  J ^ i n c  Board .  NTIA genera l ly  suppor ted  che depooling 
p r o p o s a l s ,  c la im ing  t h a t  poo ling  i s  economically i n e f f i c i e n t .  Concerns chac 
d e p o o l i n g  v i l l  l e a d  t o  i n t e r s t a t e  t o l l  r a t e  d e a v e r a g i n g  a r e  noc w e l l  
f o u n d e d ,  NTIA a rg u e d ,  noting t h a t  access  pricing v a r i a t io n s  have ex i s t ed  for  
a  long  t ime and r a t e  deaveraging has no t  o ccu r red .

2.  Ocher  Pooling Proposa ls

97 .  Two p o o l i n g  p r o p o s a l s  w e r e  f i l e d  in  r e s p o n s e  t o  t h e  
C o m m i s s i o n ' s  F u r t h e r  N o t i c e ., one  by th e  LEC i n d u s t r y  a s s o c i a c i o n s  and 
a n o t h e r  by Vermonc.  The Vermonc proposal  v a s  p a r t  o f  Vermont's commencs in 
c h i s  p r o c e e d i n g  .^51 The  LEC i n d u s c r y  a s s o c i a c i o n s  p r e s e n t e d  a d e t a i l e d  
p r o p o s a l  f o r  pooling '  modificat ions as p a r t  of  Che Unicy 1-A agreemenc.

98 .  The  p o o l i n g  m o d i f i c a t i o n s  p r o p o s e d  by c h e  LEC i n d u s c r y  
a s s o c i a c i o n s  c a l l  f o r  t h e  re p la c e m e n t  o f  Che presenc  mandatory common l ine 
p o o l i n g  s y s t e m  v i c h  a r r a n g e m e n t s  t h a t  Che agreemenc c h a r a c t e r i z e s  as  a 
" v o l u n t a r y "  common l i n e  p o o l ^ 2  4n<j 4 "m a n d a to ry "  long  term suppor t  (or  
LTS) f u n d ^ ^  c h a t  v i l l  e n a b le  chose  remain ing  in che poo l  t o  cha rge  IXCs

151 See s u p r a  n o te  99.

152 Th i s  v o l u n t a r y  pool  c o n c e p t  vou ld  p e rm i t  c a r r i e r s  to  opt  out  of che 
n a t i o n v i d e  NECA common Line c a r i f f  and f i l e  che i r  ovn CCL r a c e s .

153 NRTA, o n e  o f  U n icy  l - A ' s  s p o n s o r s ,  a d d e d  a n u m b e r  o f  c l a r i f y i n g
f o o t n o t e s  t o  Che Unicy 1-A agreemenc chac emphasized i t s  view chac the  Unicy
1-A common l i n e  poo l ing  mechanism vou ld  noc t o t a l l y  e l i m i n a t e  m a n d a to ry  
p o o l i n g .  R a t h e r ,  NRTA a s s e r t ? ,  Unity 1-A vould only s t ream l ine  Che presenc 
mechanism co provide  for  "minimum mandatory pooling."
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Che e q u i v a l e n t  of  w ha t  v o u ld  have  been the  nat ionwide average CCL r a t e  had 
t h e  m a n d a t o r y  common l i n e  poo l  been m a i n t a i n e d .  I n  a d d i t i o n ,  U n i ty  1-A 
e s t a b l i s h e s  a f o u r - y e a r  t r a n s i t i o n a l  supporc (or TRS) fund, vhich  would be 
used  t o  p r o v i d e  t r a n s i t i o n a l  s u p p o r t  payments  to  LECs t h a t  t r a d i t i o n a l l y  
have b e e n  n e t  r e c e i v e r s  u n d e r  the c u r r e n t  system but  a r e  expected by Unicy 
l - A ' s  s p o n s o r s  to withdraw from che "volunta ry"  pool.

99.  Under U n i ty  1-A, LECs a r e  d iv ided  inco t h r e e  g r o u p s :  la rge  
company c o n t r i b u t o r s  (LCCs) c h a t  t r a d i t i o n a l l y  h ave  had n e t  revenue flows 
in c o  t h e  common l i n e  poo l  a n d ,  t h e r e f o r e ,  would be l ike ly  to  withdraw from 
Che e x i s t i n g  NECA pool and f i l e  t h e i r  own CCL t a r i f f s ; * ^  l a r g e  company 
r e c e i v e r s  (LCRs) t h a c  t r a d i t i o n a l l y  have had ne t  r e c e i p t s  from che presenc 
pool  b u t ,  a c c o r d i n g  to  Unity  l-A 's  s p o n s o r s ,  v o u ld  be l i k e l y  t o  w i thd raw  
f rom  Che p o o l  and f i l e  c h e i r  own CCL t a r i f f s ;  and smal l  company p o o l e r s  
(SCPs)^55 c h a t  v o u ld  be l i k e l y  to  remain in che vo lun ta ry  common l ine pool .  
Al l  LECs v o u ld  be a l l o v e d  to  e l e c t  in J u n e  1987 t o  remove themselves from 
-the p o o l .  156 A ccord ing  to  the  plan,  those LECs th a t  choose not  to  withdraw 
from t h e  poo l  in 1987 may choose  t o  w i th d raw  from che p oo l  in su b se q u en t  
y e a r s ,  p r o v i d e d  t h e y  n o t i f y  NECA by June  30th of  t h e  y e a r  in which th e y  
c h o o s e  co f i l e  t h e i r -  o v n  common l i n e  t a r i f f s .  The a g re e m e n t  p r o v i d e s ,  
h o w e v e r ,  t h a t  in o r d e r  t o  be e l i g i b l e  f o r  t r a n s i t i o n a l  suppor t ,  LCRs must 
e l e c t  to  wichdraw from th e  NECA pool in 1987 and f i l e  Cheir own common l ine 
c a r i f f s  v i c h  a J a n u a r y  1988 e f f e c t i v e  d a t e .  F u r t h e r m o r e ,  a l l  LECs chac 
wichdraw from t h e  poo l  must  do so on a holding-company bas is  and remove a l l  
scudy  a r e a s  from the pool.

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

L55 The same b a s i c  p r o v i s i o n s  ch.-ic apply to the  LCCs and LCRs would apply 
co any " s m a l l  com pan ies"  w ish ing  t o  le ave  che pool. However, che proposal  
assumes  thac chese LECs would remain in che pool .  ’

156 U n d e r  t h e  p l a n ,  LECs w i t h d r a w i n g  f rom t h e  p o o l  w ou ld  f i l e  t h e i r
i n d i v i d u a l  common l i n e  c a r i f f s  on O c to b e r  1, 1937, t o  be e f f e c t i v e  January
I ,  1988.

-  59 -
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100. The Unicy 1-A LTS fund ia designed co aupporc LECa remaining 
i n  c h e  HECA p o o l ,  e n a b l i n g  chem Co c h a r g e  a CCL r a c e  a c  a l e v e l  
a p p ro x im ace ly  equa l  Co Che nacionwide average charge ChaC would have e x i s t e d  
had a l l  LECs been  r e q u i r e d  Co remain in Che e x i s c i n g  common Line pool.  15? 
All  LECa chac e l e c t  co wichdraw from th e  pooL w i l l  pay LTS.^ 8  HECA w i l l  
e a l c u la C e  Che a n n u a l  LTS paymencs f o r  che nonpooling LECs and b i l l  Chem on 
a monChly b a j i s . 1^  T r a n s i t i o n a l  aupporc paymencs from Che LCCs w i l l  a s s i s e  
che  LCRs c h a c  w i c h d r a w  f rom che poo l .  Unicy 1-A p r o p o s e s  a f o u r - y e a r  
c r a n s i c i o n  p e r i o d ,  w ich  che amounc of  TRS paymencs decreas ing 20Z each y e a r  
u n t i l  t h e y  a r e  e l i m i n a t e d . 1**0 As e n v i s i o n e d  by U n i c y  1 - A ,  t h e  
p o s c - c r a n s i c i o n  common l ine pool  members would . include only chose small LECs

157 NECA would  be r e s p o n s i b l e  fo r  c a l c u l a t i n g  che hypoChecicaL CCL r a c e .  
The h y p o t h e t i c a l  CCL r a t e  w o u ld  be c o m p u te d  by d i v i d i n g  che r e v e n u e  
r e q u i r e m e n c  f o r  che  c a r r i e r  common Line element by che annual access minutes 
o f  u s e  f o r  a l l  i n c e r s t a c e  o r  i n t e r n a t i o n a l  se rv ices  chat  use loca l  exchange 
s w i t c h i n g  f a c i l i t i e s .  Th is  c a l c u l a t i o n  would be based  on che p r i o r  y e a r  
h i s t o r i c a l  d a t a  s u b m i t t e d  by Che parc ic ipac ing  LECs in che NECA common l ine 
C a r i f f  and d a c a  s u b m i t t e d  by LECs chac f i l e  t h e i r  own common l ine C ar i f f s .

158 H o w e v e r ,  during .che cransicion period (between 1988 and 1992), only 

Che LCCs will pay LTS, in addition Co paying TRS.

159 As pro p o s e d ,  che yearly LTS is based on che difference between'che 

projected r e v e n u e s  for che poolers (based on Che hypochetical CCL race) and 
Che revenue r e q uirements of Che poolers. During the Cransicion period, LCC 
p a y m e n c s  w i l l  be b a s e d  on che p e r c e n t a g e  contr i b u t i o n  of thac LEC in 
relation co Che ocher LCCs' in 1987. Afcer che cransicion period, paymencs 

will be b a s e d  o n  C h e  ratio of a LEC's access lines co che cocal access 

lines for all Chose LECs noc parcicipacing in the pool.

160 Under che Unity 1-A p roposa l ,  LCRs chac choose in June 1987 Co wichdraw 
from che NECA common l i n e  c a r i f f  would be provided TRS as foLlows: (1) 1988
— 80Z o f  c h e i r  nec  r e c e i p t s  from che NECA pool in 1987, ad jus ted  co r e f l e c t  
che $4.00 SLC p ro p o s e d  by che p lan  (1987 a d ju s c e d  f rozen  amounc); (2) 1989
— 60Z o f  Che 1987 a d j u s t e d  f r o z e n  a m o u n t ;  (3)  1990 - -  40Z o f  c h e  1987 
a d j u s c e d  f ro z e n  amounc;  (4)  1991 — 20Z o f  che 1987 adjusced frozen amounc. 
TRS would be funded by LCCs w ichd raw ing  from che NECA c a r i f f .  Fo r  LCCs 
w i th d ra w in g  from Chat  C a r i f f  in 1987, TRS paymencs would be based on che i r  
1987 pooL c o n t r i b u t i o n s ,  a d j u s c e d  co r e f l e c t  Che p r o p o s e d  $4.00 SLC and 
r e v i s e d  CCL r e v e n u e s .  A LCC w i th d r a w in g  from che  poo l  a f c e r  che i n i t i a l  
e l e c c i o n  o p p o r t u n i t y  in 1987 would pay TRS based on che r a t i o  of i t s  t o c a l  
a c c e s a  l i n e s  Co che c o c a l  a c c e s s  l i n e s  o f  o c h e r  LCCs paying TRS. See Joinc 
Commencs ac 20-22.
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Chit n e e d  C h e  p r o t e c t i o n  of r i e k  s h a r i n g  and o c h e r  benefits of a pool 

managed by NECA.

101.  The s p o n s o r s  o f  U n icy  l -A  c i t e  a s  t h e  b e n e f i c s  o f  t h e i r  
p r o p o s a l :  (1 )  " p r i c e  f l e x i b i l i t y "  f o r  c h o s e  who o p t  o u t  o f  c h e  p o o l ,  
a l low ing  them t o  be more r e s p o n s i v e  t o  c o m p e t i t i o n  and tho. needs o f  t h e i r  
own c u s c o m e r s  and t o  combat bypass  by s e t t i n g  access  r a t e s  c l o s e r  to c o s t ;
(2)  e l i m i n a t i o n  o f  Che c u r r e n c  t r a n s f e r  o f  fu n d s ,  e s t i m a t e d  by Unity l-A 's  
s p o n s o r s  t o  be a p p r o x i m a t e l y  $600 m i l l i o n ,  among customers served  by l a rg e  
LECs; and (3)  c o s t ,  r i s k ,  and r e s o u r c e  s h a r i n g  f o r  t h o s e  remaining in che 
poo l .  Unicy l -A 's  s p o n s o r s  a l s o  c la im t h a t  chei r  plan se rves  che u n iv e rs a l  
s e r v i c e  o b j e c t i v e  by m a in t a i n in g  an HTS c o s t  pooL and e s t a b l i s h i n g  an LTS 
mechanism to  s u p p o r t  t h o s e  "small"  LECs thac  need th e  benef i t s  o f  th e  pool .

102. Comm ent ing  LECs g e n e r a l l y  s u p p o r t  Unicy l - A ' s  p o o l in g  
p r o p o s a l  b e c a u s e ,  t h e y  a s s e r t ,  ic would el iminate unnecessary  supporc flows 
among l a r g e  c o m p an ie s ,  p r o v id e  incen t ives  for e f f i c i e n t  operac ion ,  and allow 
chem t o  p r i c e ,  s w i t c h e d  a c c e s s - c l o s e r  to  che a c t u a l  c o s t  of s e rv ice  in t h e i r  
r e g i o n s ' . 161 S u p p o r t e r s  o f  t h e  Unicy 1-A p r o p o s a l  a l s o  cla im  t h a t  t h e  
p r e s e n c  poo l ing  s y s t e m  i s  an an a c h ro n i s m  and c h a t  th e  s u b s i d y  mechanism 
i n h e r e n t  in t h a t  s y s t e m  c r e a t e s  a s i g n i f i c a n t  b y p a s s  t h r e a t .  Americech, 
which t r a d i t i o n a l l y  has  been a n e t  c o n t r i b u to r  to  the  mandatory cotmon l ine 
p o o l ,  c l a i m s  t h a t  t h e  p r e s e n t  s y s t e m  r e q u i r e s  n*nefconomic c h a r g e s  to  
A m e r i t e c h  c u s t o m e r s  o f  a p p r o x im a te ly  $236 m i l l ion  ln»1986.  Two o c h e r  n e t  
c o n t r i b u t o r s ,  Bel l  A t l a n t i c  and SNET, contend chat ,  theft- customers pay $300 
mi l l ion  and $25 m i l l i o n ,  r e s p e c t i v e l y ,  to  suppor t  te lephone se rv ic e  in ocher  
s t a t e s .  S m al le r  LECs a l s o  s u p p o r t  t h e  Unity  1-A poo l ing  s t r u c t u r e .  They 
view che  Unicy 1-A package  as  c o n s i s t e n t  wich  sm a l l  LEC's needs and s t a c e  
chac i t  i s  " t h e  b e s t  f ramework in which co e n s u r e  u n i v e r s a l  s e r v i c e . " 162

283'

161 W h i l e  g e n e r a l l y  s u p p o r t i n g  U n i ty  1-A, S o u t h w e s t e r n  Be l l  e x p r e s s e s  
c o n c e rn  t h a t  che mandatory long term supporc ob l iga t ions  chat  a t t a c h  to LECa
w i th d raw in g  from che  NECA poo l  may c r e a t e  an a r t i f i c i a l  incentive  to remain
in th e  NECA poo l  f o r  LECa w i t h  common line cosc recovery  requirements t h a t
a r e  h i g h e r  t h a n  t h e  n a c i o n a l  a v e r a g e  - -  s o - c a l l e d  " n e t  r e c i p i e n t s . "
A ccord ing  co S o u t h w e s t e r n  B e l l ,  chese LECs, which under Unicy 1-A'muse pay 
LTS a f c e r  che c r a n s i c i o n  p e r io d  e n d s ,  shou ld  noc be requ i red  to  make such 
paymencs i f  co do so would req u i re  them to  charge a CCL r a t e  above.che NECA 
pool CCL r a t e .  Bel lSouth s t a t e s  s imilar  concerns .

162 S e e  L e t t e r  from USTA Small T e lephone  Company Committee t o  Hark S.
F o w le r ,  Chai rman,  F e d e r a l  Commnicacions Commission (December '17, 1986); see 
a l s o  OPASTCO Comments a t  2; W ai ts f ie ld -Fays ton ,  e t  a l .  Comments a t  7,
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103.  Among Cha LEC*, on ly  ALLTEL' and CP Nat ional  oppose pooling 
change*  a t  t h i *  cime,  m a in t a i n in g  t h a t  p r i c e  f l e x i b i l i t y  should be exp lored  
f u r c h e r  w i t h i n  che p r e s e n c  m anda to ry  pooling  r e q u i r e m e n c .  CP H a c i o n a l  
e x p r e s s e s  c o n c e r n  chac depooling v i l l  lead Co co l l  r a t e  deaveraging.  ALLTEL 
and CP H a c io n a l  a l s o  r a i s e  p a r t i c u l a r  c o n c e r n s  v i c h  cerCain ocher  a speccs  
o f  Che Unicy 1-A p oo l ing  p r o p o s a l ,  such  as hov che proposal  v i l l  e f face  che 
m e m b e r s h ip ,  r o n t r o l ,  and e x p e n s e s  o f  HECA, and hov che LTS fund v i l l  be 
a d m i n i s t e r e d .  ALLTEL and CP H ac iona l  s u g g e s t  t h a t  Che Commission s e e k  
f u r c h e r  commencs on v h e c h e r  Che Unicy > A  p o o l in g  p r o p o s a l  v i l l  a c t u a l l y  
a c h i e v e  che  perceived b e n e f i t s .

104.  ALLTEL and CP H ac iona l  a l s o  a r g u e  c h a c ,  i f  t h e  Unicy 1-A 
p r o p o s a l  i s  a d o p t e d ,  v i t h d r a v a l  from che  common l i n e  p o o l  s h o u ld  be 
perm icced  on a s cudy  a r e a  b a s i s ,  r a t h e r  Chan required  on a holding company 
b a s i s . I 6-3 NYHEX a r g u e s ,  in re sponse ,  chac i f  che decision  to leave che pool 
i s  n o c  made on a h o ld in g  company b a s i s ,  companies v i l l  l e a v e  c h e i r  h igh 
c o s c ,  l e s s - c o m p e t i c i v e  scudy a rea s  j > cha pool .  As a r e s u l t ,  NYHEX a r g u e s ,  
che b e n e f i c s  o f  d e p o o l in g  v o u ld  be l o s t  because chere  vould be only minimal 
r e d u c t i o n s  in  intercompany funding t r a n s f e r s .

103* Responding  co c o n c e r n s  t h a c  " d e a v e r a g i n g "  CCL r a c e s  v i l l  
r e s u l t  in i n c e r s c a c e  c o l l  r a c e  d e a v e r a g i n g , * ^ 4 a number of  LECs submic

• —

• 1&3. In  an ex p a r t e  p r e s e n t a t i o n ,  CONTEL a l s o  argued  Chat v i c h d ra v a l  from
che NECA C a r i f f  and poo l  shou ld  be pe rmicced  on a s t u d y  a r e a  b a s i s .  See 

# L e t t e r  f rom L a u r e n c e  P .  K e l l e r ,  D i r e c c o r ,  COHTEL F e d e r a l  R e g u la c o ry  
D e p a r t m e n t ,  t o  W i l l i am  J .  T r i c a r i c o ,  S e c r e t a r y ,  F e d e r a l  Communications 
C o m m is s io n ,  f i l e d  December 29,  1986 ( n o t i c e  o f  ex p a r t e  p r e s e n t a t i o n  to 
members o f  F e d e r a l  Joinc Board s t a f f ) .

164 Ac p r e s e n c ,  AT&T and many o c h e r  IXCs c h a r g e  g e o g r a p h i c a l l y  averaged 
( i . e . . un i fo rm  n a t i o n w i d e )  i n t e r s t a t e  c o l l  r a c e s .  Tha t  is  n o t  to  s a y ,  of 
c o u r s e ,  chac  se rv ice s  provided between che same points  by d i f f e re n t  IXCs, or  
p u r s u a n c  co che  v a r i o u s  o p t i o n a l  cal l ing plans of fered  by an individual  IXC, 
a r e  c h a rg e d  ac  che same race .  Ceneral ly,  hovever ,  MTS and MTS-like c a l l s  in 
th e  same m i leage  band a r e  charged  ac the same race  throughout che councry .  
Even chough LEC c r a f f i c - s c n s i c i v c  s w i t c h e d  ac c e s s  charges and IXC necvork  
o p e r a t i o n  c o s e s  may d i f f e r  from a r e a  co a r e a ,  c h e s e  v a r i a n c e s  have  noc 
p roven  co be so g r e a c  a s  Co p r o v id e  IXCs a s u f f i c i e n t  economic r a t i o n a l e  
f o r  deaverag ing  incerscace  r ace s .

The CCL r a c e ,  v h i c h  LECs a s s e s s  upon IXCs aa one port ion  o f  che cocaL 
c h a r g e  f o r  p r o v id i n g  s v i c c h e d  a c c e s a  s e r v i c e ,  docs  noc c u r r e n t l y  d i f f e r  
among LECs b e c a u s e  mandacory p a r t i c i p a t i o n  by a l l  LECs in che HECA common 
l i n e  c a r i f f  and  p o o l  r e s u l t s  in  a uniform n a t io n w i d e  CCL r a c e .  Due co 
v a r y i n g  common l ine  cosc  r e c o v e r y  r e q u i r e m e n t s  among LECs, h o w e v e r ,  CCL 
r a c e s  w o u ld  v a r y  in  che  a b s e n c e  o f  p o o l i o g ,  p a r t i c u l a r l y  in r u r a l  and

2838
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Chat Che c h r e a t  o f  i n c e r a c a c e  c o l l  r a c e  d e a v e r a g i n g  ia inaigni f iconc under 
Che Unicy 1-A poo l ing  p ro p o a a l«  NYNEX m a i n t a i n s  c h a t  once  Che Unicy 1-A 
pla n  ia  f u l l y  implemented ,  Che ITS fund vould allow amaller LECa in Che pool 
co c h a r g e  a CCL r a t a  chat  would noc exceed a non-pooler ' a  e f f ec t ive  CCL r a c e  
by a o r c  Chan $ .01  p e r  minuce o f  u s e ,  on aaounc thac  would minimize any r a c e  
d i a p a r i c i e a . '  S o c h e a c e r  a r g u e s  c h a t  d e a v e r a g i n g  p r e a a u r e e  r e s u l t i n g  from 
f a i r l y  s n a i l  d i f f e r e n c e s  in CCL r a c e s  p r o b a b l y  a r e  o v e r s t a t e d ,  no ting  chac 
even  chough c r a f f i c - s e n a i c i v e  c h a r g e e  p r e s e n t l y  vary  among LECs, AT&T has 
noc d eav e rag ed  ics incerscace  Coll r a t e s .

106. Tha IXCs s u b a i c c e d  o n ly  minimal commencs regard ing proposed 
m o d i f i c a t i o n s  Co che presenc mandatory common l ine pool .  AT&T did noce chac 
i f  Che e x i s c i n g  poo l ing  mechanism is  e l i m i n a t e d  o r  s u b s c a n c i a l l y  r e v i s e d ,  
and IXCs a r e  c h a rg e d  CCL race s  based upon che scudy -a rea -spec i f ic  NTS c o s t s  
o f  i n d i v i d u a l  LECs, ic  may be f o r c e d  co i n i c i a c e  Car i ff  r ev i s io n s  r e f l e c t i n g  
g e o g r a p h i c a l l y  d e a v e r a g e d  i n c e r a c a c e  C o l l  r a c e s  in r e s p o n s e  co r a c e  
d e a v e r a g i n g  i n i t i a t i v e s  by ics  competi to rs  in Che incerexchange marke t .

107.  Soae s t a t e  c o m m is s io n s ,  in c lu d in g  chose in che D i s t r i c t  o f  
C o lu m b ia ,  I l l i n o i s ,  F l o r i d a ,  a n d  P e n n s y l v a n i a ,  e x p r e s s  s uppo rc  f o r  Che 
g e n e r a l  c o n c e p t  o f  m o d i f y i n g  c h e  c u r r e n c  m a nda to ry  p oo l ing  mechanism. 
F l o r i d a  i n d i c a t e s  chac a m a n d a to ry  poo l  may be nece ssa ry  only co supporc a 
h i g h  c o s t  fu n d .  P e n n s y lv a n i a  s u g g e s t s  chac  a l l  LECs shou ld  move coward  
b i l l i n g  and c o l l e c t i n g  Chei r  a c t u a l  c o s e s  ove r  a reasonable  period o f  cime. 
Ocher  s c a c e  commiss ions ex p re s s  concern  chac depooling would harm u n ive rsa l  
s e r v i c e  and lead  Co i n c e r s c a c e  c o l l  r a c e  deaverag ing,  and ques t ion  w hether  
d e p o o l in g  would remove b y p a s s  in c e n c iv e a *  Missouri  requescs fu rcher  s tudy 
o f  p o o l i n g  a l t e r n a c i v e s , n o t i n g  c h a c  i t  i s  noc n e c e s s a r i l y  opposed  co 
p o o l i n g  c h a n g e s  buc i s  c o n c e r n e d  c h a c  u n i f o r m  i n c e r s c a c e  c o l l  r a c e s  
c o n t in u e .

108. As n o t e d  p r e v i o u s l y ,  Vermonc a d v o c a t e s  e l i m i n a t i n g  che 
c u r r e n c  m a n d a to ry  common l i n e  p o o l in g  s y s t e m . '  Vermonc a s s e r t s  cha t  chis 
syscem is  no l o n g e r  reLaced co any r a t i o n a l  purpose and should be "d isso lved  
wich no more Chan a cvo  y e a r  C r a n s i c i o n . "1”  Vermont proposes  co r ep la ce

c e r t a i n  o c h e r  a r e a s  of  che c o u n c r y ,  w h e re  LEC common l i n e  c o s c  r e c o v e r y  
r e q u i r e m e n t s  t e n d  co be s i g n i f i c a n d y  h i g h e r  chan che n a c i o n a l  a v e r a g e .  
S e v e r a l  commencers e x p r e s s e d  c o n c e r n  chac  in an environment in which LECs 
c a r i f f e d  CCL r a c e s  r e f l e c t  d r a m a t i c a l l y  d i f f e r e n t  common l i n e  c o s e s ,  IXCs 
mighc d e a v e r a g e  c h e i r  i n c e r s c a c e  c o l l  r a c e s ,  f o r c in g  s u b s c r i b e r s  in r u r a l  
and o c h e r  h igh  c o s c  a r e a s  co shou lde r  an in o rd ina te ly  high common l ine cosc 
recove ry  burden.

165 Vermonc Comments ac 1-2.
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Che p r e s e n t  a r r a n g e m e n t  v i c h  « r e s t r u c t u r e d  h igh  c o s c  fund ch«c would be 
used  Co p r o v i d e  f i n e n c i e l  e s s i s C s n c e  Co h igh  c o s c  LECs in r u r a l  a r e a s  and 
Co e n c o u r a g e  such  LECs Co modern ize  Chei r  f a c i l i t i e s . ^ 6  xo q u a l i f y  f o r  
su p p o rc  a LEC would have co h a v e  a composite, index o v e r  115Z o f  a  nac iona l  
a v e r a g e  index  com pr i sed  o f  t h r e e  e q u a l ly  weigh ted f a c c o rs :  (1) d e n s i t y ;  (2) 
MTS c o s t s ;  and (3) b a s i c  l o c a l  s e r v i c e  r a c e s . ^ 7  A cco rd in g  t o  Vermonc,  
i c s  h igh  c o s c  fu -d  would be " su p p o r t e d  by (a] mandatory c a r r i e r  common l ine  
p o o l  c o n t r i b u t e d  Co b y  a l l  c a r r i e r s  a n d  d i s t r i b u t e d  co  q u a l i f y i n g  
com pan ies . "16S

109* V erm onc  c l a i m s  Chac e l i m i n a t i o n  o f  che  e x i s c i n g  p o o l in g  
s y s t e m  would  n o t  n e c e s s a r i l y  r e s u l c  in i n c e r s c a c e  c o l l  r a c e  d e a v e r a g i n g .  
For  s u c h  d e a v e r a g i n g  Co o c c u r ,  Vermont s t a t e s ,  Cvo f a c c o r s  muse e x i s t .  
F i r s c ,  a c c e s s  c h a r g e s  must r e f l e c t  h i g h e r  Chan average c o s e s .  Second, " a  
d e c i s i o n  muse be  made c h a t  c o s e s  a s s i g n e d  Co o r  c o l l e c t e d  from a c c e s s  
c h a r g e s  would noc be removed and  p la ced  in  b a s i c  r a c e s  Co r e d u c e  a c c e s s  
c h a r g e s . V e r m o n c  i m p l i e s  i t s  r e s t r u c t u r e d  h i g h  c o s t  fund would  
a d e q u a t e l y  a d d r e s s  ch e  r e s u l t s  o f  Che f i r s c  f a c c o r .  I n  a d d i c i o n ,  a 
f u n d a m e n ta l  a s s u m p t i o n  u n d e r ly i n g  Che Vermonc plan appears  Co be Chac LECs 
would be p e rm icced  co "choose"  to  shifc co che in t r a s c a c e  j u r i s d i c t i o n  coses  
c u r r e n t l y  r e c o v e r e d  chrough  incerscace  access cha rge s ,  and Co reco v e r  such 
c o s t s  Chrough bas ic  lo c a l  exchange r a c e s .

a

110. Scace  consumer  c o u n s e l s ,  consumer  g r o u p s ,  and u s e r  groups 
had no comments s p e c i f i c a l l y  d i r e c t e d  Co pooling i s s u e s .  Among government 
a g e n c i e s ,  b o t h  DOJ a n d  MTIA s u p p o r c  p o o l i n g  m o d i f i c a t i o n s , w ic h  MTIA 
s p e c i f i c a l l y  e n d o r s i n g  che Unicy 1-A pooling proposa l .  DOJ and NTIA a s s e r t  
t h a t  p o o l i n g  e l i m i n a t e ^  i n c e n t i v e s  f o r  e f f i c i e n t  o p e r a t i o n s .  MTIA a l s o

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

167 The p r o p o s a l  a l s o  c a l l s  f o r  " m an d a to ry "  c o n t r i b u t i o n s  Co s u p p o r c  
v a r i o u s  p o l i c i e s  chac have been recommended by Chis J o in t  Board and adopted 
by che Commission,  such  as che s c h e d u le d  c r a n s i c i o n  to  a 25 p e rce n t  bas ic  
i n c e r s c a c e  a i l o c a c i o n  f a c c o r  fo r  che j u r i s d i c t i o n a l  s e p a r a t i o n s  o f  MTS 
c o s e s .

168 Vermonc Comments a t  5.

169 I d .  sc 11.

170 S e e  i d . a c  11-12 .  Vermonc a l s o  a r g u e s  chac i n c e r s c a c e  c o l l  r a c e s  
a l r e a d y  a r e  d e a v e r a g e d  on a d_e f a c t o  b a s i s  f o r  a v a r i e t y  o f  r e a s o n s ,  
i n c l u d i n g  che l a c k  of equal  access  in c e r t a in  a r e a s .  I d .  ac 13.
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m a i n t a i n s  t h a t  m a n d a t o r y  p o o l i n g  ia  becoming i n c r e a s i n g l y  d i f f i c u l t  to  
r e c o n c i l e * v i t h  t h e  development o f  competit ion in the  in d u s t ry .

B. Discussion
1 ;

111. As e x p l a in e d  more ful ly below, ve  conclude t h a t  con t inua t ion  
of .  t h e  p r e s e n t  m a n d a t o r y  n a t i o n w i d e  p o o l i n g  o f  common l i n e  c o s t s  and 
r e v e n u e *  . is  n o t  n e c e s s a r y  t o  a t t a i n  t h e  p u b l i c  i n t e r e s t  b e n e f i t s  t h e  
Com m iss ion  s o u g h t  t o  a c h i e v e  in p r e s c r i b i n g  t h a t  a r r a n g e m e n t .  We a l s o  
c o n c l u d e  t h a t  i n c r e a s i n g  f e d e r a l  s u b s c r i b e r  l i n e  c h a r g e s ,  as  v e  a r e  
recommending ,  v i l l  c r e a t e  an  oppor tun i ty  to  rep lace  the e x i s t in g  system v i c h  
a l e s s  r e s t r i c t i v e  ar rangement,  one chac w i l l  give LECs v i th d ra v in g  from che 
p oo l  i n c r e a s e d  i n c e n t i v e s  f o r  e f f i c i e n c y  while preserv ing  the benefics chac 
p oo l ing  p r o v i d e s  to  r u r a l  s u b s c r i b e r s  and o th e r s  served by high c o s r LECs. 
Of.-the.  a v a i l a b l e  a l t e r n a t i v e s ,  ve  find chat  che Unicy 1-A pooling framework,

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

‘p oo l ing  m o d i f i c a t io n s .

,:.* 1. Background
••• * / ,. ... : • .

112*. From t h e  mid-1940's  u n t i l  the advent  of  access  cha rges ,  most 
LECs r e c o v e r e d  t h e  b u lk  o f  Chei r  i n t e r s t a t e  revenue  requiremenc chrough a 
" p o o l in g " ,  p r o - e s s  a d m i n i s t e r e d  by AT&T known as se t t lem en ts  and division  of  
r e v e n u e s .  This p rocess  sometimes was r e f e r r e d  to  as a " p a r tn e r s h ip "  because 
i t  p e r m i t t e d  LECs t o  a c h i e v e  a u n i f o r m  r a t e  o f  r e t u r n  on c h e i r  
i n v e s t m e n t . I t  a l s o  helped AT&T maintain a nat ionwide average co l l  r ace

171 The p r o c e s s  was Che p r o d u c t  o f  i n c r a - c o r p o r a c e  agreements v ich in  the  
Bel l  Sys tem and i n t e r - c a r r i e r  agreements between AT&T and independent LECs. 
The p r o c e s s  e n t a i l e d  che o p e r a t i o n  o f  a f o r n u l a  chac en ab led  each LEC to  
r e c o v e r  i c s  e x p e n s e s  a s s o c i a t e d  w i c h  che  p r o v i s i o n  o f  AT&T's m a jo r  
i n t e r s t a t e  s e r v i c e s ,  p r i m a r i l y  HTS and WATS, plus a r e t u r n  based upon each 
LEC's p e r c e n t a g e  s h a r e  o f  c o c a l  in v e s t m e n t  a s soc ia ted  with  chese s e r v i c e s .  
H o n ia s  w e r e  t r a n s f e r r e d  m o n th ly  co r e f l e c t  che d i f f e r e n c e  be tw ee n  t h e  
" p a r t n e r s h i p "  c h a r g e s  c o l l e c t e d  by eac h  LEC and ic s  s h a r e  of  c o c a l  LEC 
r e v e n u e s .  The t r a n s f e r  p r o c e s s  among B e l l  System Companies was c a l l e d  
" d i v i s i o n  o f  r e v e n u e s . "  The t r a n s f e r  process  between AT&T and independent 
LECs v a s  c a l l e d  " s e t t l e m e n t s . "  We r e f e r  to the se  processes  in che s in g u la r  
b e c a u s e  t h e y  w ere  d e s ig n e d  t o  op e ra t e  as  a s ingle system th a t  produced che 
same r e s u l t  f o r  a l l  p a r t i c i p a t i n g  c o m p a n i e s .  See HTS and WATS H arke t  
S t r u c t u r e ,  Second Supplesiental Nocice o f  Inquiry  and Proposed Rulemaking, 77 
FCC 2d 224, 226-231 (1980)(Second Supplemental Nocice) .
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schedu le .

113.  I n  I t s  p r o c e e d i n g  examining Che proper  markeo s t r u c t u r e  fo r  
Che o f f e r i n g  of  HTS snd  UATS s e r v i c e s ,  Che Commission determined t h a t  che 
" p a r t n e r s h i p "  p r o c e s s ,  as  ic v«s Chen s c ru c tu re d ,  vas  in appropr ia te  fo r  che 
c o m p e t i t i v e  en v i ro n m e n t  being fo s te red  in i n t e r s t a t e  s e rv ic e s .  Accordingly,  . 
che C om m iss ion  p r o p o s e d  co e l i a i n a C e  Che s e t t l e m e n t s  and d i v i s i o n  o f  
r e v e n u e s  arrangement and r ep la ce  i t  v i t h  Che access  charge plan-, pursuanc co 
which Che i n t e r s t a t e  c o s t  a s s i g n a e n c  f o r  LEC p l a n t  used in  Che o r ig i n a t i o n  
and  t e r m i n a t i o n  o f  i n t e r s t a t e  c a l l s  v o u l d  be r e c o v e r e d ,  by- t a r i f f e d  
c h a r g e s . ^  , .

• v . • • •• ? • • • -

114.  W h e n ' t h e 1 Com m iss ion  o u t l i n e d  i t s  p r e s e n t  a c c e s s  c o s c  
r e c o v e r y  framework.  —  in  which, switched access  c o s t s  a re  recovered  chrough 
SLCs pa id  by end u s e r s  and a co l lec t ion  o f  ocher  r a t e  elements assessed- upon 
IX C s ,  i n c l u d i n g  a CCL e l e a e n t  d e s i g n e d  t o  r e c o v e r  NTS c o s t s  a n d  
t r a f f i c - s e n s i t i v e  e l e m e n t s  d e s i g n e d  to  r e c o v e r  c o s t s  of  such LEC s e rv i c e s  
a s  end o f f i c e  s w i t c h i n g  and l o c a l  t r a n s p o r t  —  che Commission d e t e rm in e d  
chac  i t  was noc a p p r o p r i a t e  to  compel LEC p a r t i c i p a t i o n  in coonon Car i ff  
and p o o l in g  a r r a n g e m e a t a  f o r  a s c h  o f  c h t s a  r a t a  e l e m e n t s . 173 I a  r e a c h in g  
t h i s  d e c i s i o n ,  che  Commission o b s e r v e d  t h a t  such  a r r a n g e m e n t s  would be 
d e t r i m e n t a l  in c e r t a i n  r e s p e c t a  b e c a u s e  th e y  would limit LEC f l e x i b i l i t y  t o  
a c h i e v e  many o f  cha  p r im a ry  o b j e c t i v e s  o f  t h e  a c c e s s  ch a rg e  plan,  namely, 
e f f i c i e n t  u s e  o f  l o c a l  n e t w o r k * ,  p r e s e r v a t i o n  o f  u n i v e r s a l  s e r v i c e ,  and 
p r e v e n t i o n  o f  uneconomic  b y p e s a . * ' *  H oreover ,  che Commisaioa no te d ,  many 
LECs d id  n o t  w an t  t o  p a r t i c i p a t e  in s u c h  a r r a n g e m e n t s  because  they  vould 
r e s u l t  in  c o s t / p r i c c  d i s t o r t i o n s  and  w o u ld  r e d u c e  c o s t  c o n t a i n m e n t  
i n c e n t i v e s .  *75 , . „

* •
115. D e s p i t e  t h e s e  c o n c e r n s ,  t h e  Commission c o n c lu d e d  c h a t  a 

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

172 See i d .  a t  232-237 .  Tha a d o p t io n  o f  a system of  tar iffed- charges  for  
che r e c o v e r y  o f  LEC i n c e r s c a c e  c o s t s  u l t im a te ly  became a mandated component 
o f  che c o u r t - o r d e r e d  d i v e s t i t u r e  by AT&T of i t s  wholly-owned LECs, che BelL 
O p e r a t i n g  C o m p a n ie s .  See United  S t a t e s  v .  AT&T, 552 F .S u p p .  131 (D.D.C. 
1982) ( H o d i f i c a t i o n  o f  F i n a l  J u d g m en t ,  HFJ),  aff*d sub nom. H a ry la n d  v .  
United  S t a t e s ,  460 U.S. 1001 f ’ «83).
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s i g n i f i c a n t  p r e s s u r e s  upon IXCs to  d e a v e r a g e  i n t e r s t a t e  t o l l  r a t e s .  The 
Commission i d e n t i f i e d  a aumbar o f  r e a s o n s  why a common t a r i f f  and pooling 
a r r a n g e m e n t  would reduce deaveraging p r e s s u r e s .  Foremost among them was the  
a b i l i t y  o f  such  an a r r a n g e m e n t  t o  l e v e l  o u t  o the rw ise  s u b s t a n t i a l .  CCL r a t e  
d i s p a r i t i e s  t h a t  would r e s u l t  from t h e  vary ing c o s t  recovery  need's o f  LECs 
with  h igh  and low S u b s c r i b e r  P l a n t  F a c t o r s  (or  SPF) , !76 high and low c o s t  
LECs, and LECs w i t h  d i f f e r e n t  embedded i n s i d e  w i r e  and CPE c o s t s . ! 77 The 
Commiss ion  a l s o  d e t e rm in e d  t h a t  a common t a r i f f  and p o o l in g  a r r a n g e m e n t  
v o u l d  r e d u c e  t h e  a d m i n i s t r a t i v e  d i f f i c u l t y  o f  c a l c u l a t i n g  
p r e m i u m / n o n - p r e m i u m  a c c e s s  c h a r g e  d i f f e r e n t i a l s  t h a t  were  in t e n d e d  to  
o f f - s e t  t h e  l a c k  o f  e q u a l  a c c e s s  f o r  a l l  IXCs t o  LEC f a c i l i t i e s . ! 76 The

176 The S u b s c r i b e r  P l a n t  F a c t o r  ia a bas is  for  apport ioning between s t a t e  
and i n t e r s t a t e  j u r i s d i c t i o n s  t h e  c o s t  of  each  LEC's s u b s c r i b e r  loop pLant 
u s e d  f o r  s w i t c h e d  s e r v i c e s .  47 C .F .R .  § 6 7 . 2 ( b ) ( 3 ) ( i v ) .  The u s e  o f  c h i s  
f a c t o r  f o r  j u r i s d i c t i o n a l  s e p a r a t i o n s  vas  recommended by the CC Docket Ho.  
18866 J o i n c  Board and a d o p t e d  by th e  Commission in  1970. See  Separa t ions  
P r o c e d u r e s ,  26 FCC 2d 248 (1970).  A c t in g  upon t h e  recom mendat ion  o f  t h e  
CC D ocket  Ho. 80-286 J o in c  B oa rd ,  Che Commission in 1981 f ro z e  eac h  LEC's 
SPF and s i b s e q u e n c ly  e s t a b l i s h e d  a Crans ic ion  schedule thac u l t im a te ly  w i l l  
r e s u l t  in each  LEC u s in g  25 p e r c e n t  a s  a bas ic  i n t e r s t a t e  a l lo c a t io n  faccor  
f o r  p u r p o s e s  o f  the  j u r i s d i c t i o n a l  s e p a r a t i o n  o f  HTS c o s t s .  See Amendment 
of  P a r c  67 o f  che  Commission's  Rules and Escab l i shm enc  o f  a J o i n t  B oa rd ,  
Recommended Dec is ion  and O r d e r ,  CC Docket Ho. 80-286,  FCC 81-S65,  r e leased  
D ecem ber  14, 1981, a d o p t e d  by Commiss ion 89 FCC 2d 1 (1982)( f rozen  SPF),  
a f f ' d  s ub  n o n . HCI T e l e c o m m u n ic a t io n s  Corp .  v .  FCC, 750 F.2d 135 (1984); 
Amendmenc o f  P a r t  67 o f  che Commission's  Rules and Establishment of  a J o i n t  
Board ,  Second Recommended D e c i s io n  and Order,  48 Fed. Reg. 46,556 (1983), 
£ii£fL!L£i± £X C o m m i s s i o n , 96 FCC 2d 781 (1 9 8 4 ) ( t  r a n s  i t  io n  co 25 p e r c e n t  
i n c e r s t a c e  a l loca t ion  faccor) .

177 The a c c e s s  c h a r g e  plan  p ro v id ed  t h a t  t h e  CCL c h a r g e  would be t h e  
v e h i c l e  f o r  r e c o v e r i n g  LEC i n s i d e  w i r e  and embedded CPE c o s t s ,  Which were 
b e i n g  r em oved  from LEC r a t e  b a s e s  a c c o r d i n g  t o  t r a n s i t i o n a l  p hase -dow n  
s c h e d u l e s .  See Access  Charge O r d e r , s u p ra  n o t e  4, a t  283-284;  see  a l s o  
i n f r a  noce 181.

178 At che  time che access charge plan was adop ted ,  premium access  charges 
w ere  d e s i g n e d  t o  r e f l e c t  che  " o p p o r t u n i t y  c o s t "  o f  p r e f e r r e d  a c c e s s  
s r r a r g e m e n c a  . A c c e s s  Charge O r d e r . 93 FCC 2d a t  286-287.  A com pulsory  
common l i n e  t a r i f f  and  p o o l ,  t h e  Commission n o t e d ,  made i t  p o s s i b l e  to  
compute c h i s  "oppor tun i ty  cosc"  on a na t ionwide,  lump sum b a s i s ,  r a t h e r  chan 
on t h e  b a s i s  o f  s c u d y  a r e a s ,  w h e r e  d i f f e r e n c e s  in  c h e  q u a l i t y  o f  
i n t e r c o n n e c t i o n  v a r i e d  w ide ly  from p l a c e - c o - p l a c e  and from month-co-oonch.  
Id .  a t  329.
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C om m iss ion  c o n c l u d e d  c h a c  common C a r i f f  and p o o l in g  a r r a n g e m e n t s  w e re  
u n n e c e a a a r y  f o r  t r a f f i c - s e n s i t i v e  avicched acceaa chargea becauae Che deaign 
o f  c h e a e  r a c e  elemenca  and Che a e p a r a c i o n a  methods fo r  a p p o r t i o n m e n t  o f  
t r a f f i c - s e n s i t i v e  cosCs  w e re  u n l i k e ly  co r e s u l t  in LEC r a t e s  t h a t  va r ied  ao 
w ide ly  a s  co c a u s e  ince rscace  co l l  r a c e  deaveraging.

-116* T h e  e s t a b l i s h m e n t  o f  a m a n d a t o r y  t j u r i f f  a n d  p o o l i n g  
a r r a n g e m e n t  n e c e s s i t a t e d  thac some e n t i t y  be c rea ted  to  replace AT&T in the 
r o l e  o f  p r e p a r i n g  t h e  t a r i f f  and a d m i n i s t e r i n g  the. p o o l  o a  b e h a l f  o f  a l l  

- p a r t i c i p a t i n g  LECs* T h e r e f o r e ,  t h e  Commission e s t a b l i s h e d  NECA. The 
Commission a l so  observed that- th e  c rea t ion  o f  NECA was nece ssa ry  to  make the 
a c c e s s  c h a r g e  p l a n  w ork ,  b e c a u s e  most  LECs had n e v e r  f i l e d  a n y  Uind o f  
i n c e r s c a c e  C a r i f f  and many w ere  noc prepared to do so .  Even i f  the  more 
chan 1400 LECa in  t h i s  c a t e g o r y  cou ld  f i l e  i n t e r s t a t e  a c c e s s  t a r i f f s ,  the 
C omm iss ion  o b s e r v e d ,  i c  would be u n a b le  to  rev iew  them in  a m e a n in g fu l
f a s h i o n . * ^

2* A n a ly s i s  & Recommendations
'* *
117.  T h e ' i n i t i a l  d e c i s i o n  t o  compel a l l  LECs to  p a r t i c i p a t e  in a 

common c a r i f f  and p o o l in g  a r r a n g e m e n t  r e g a r d i n g  t h e  CCL r a t e  element was 
d r i v e n  in  l a r g e  p a r t  by c o n c e r n s  thac LEC-specific CCL charges  might r e s u l t  
in  d e a v e r a g e d  i n t e r s t a t e  t o l l  r a t e s .  A l though che Commission p r e s c r i b e d  
m a n d a to ry  p o o l in g  a-s a means of  resolving the se  conce rns ,  i t  recognized thac  
che e f f e c c s  o f  p o o l in g  a r e  noc e n t i r e l y  b en e f i c ia l .  Aa noted in che acces s  
c h a r g e  p r o c e e d i n g ,  f o r  e x a m p l e ,  p o o l i n g  l i m i t s  LEC c o s t  r e c o v e r y  
f l e x i b i l i t y ,  e s t a b l i s h e s  econom ica l ly  i n e f f i c i e n t  c o s t / p r i c e  d i s t o r t i o n s ,  
and r e d u c e s  LEC i n c e n t i v e s  t o  c o n t a i n  c o s t s *  H o r e o v e r ,  a s  n o t e d  by 
commencers in ch is  p r o c e e d i n g ,  pooling  may e x a c e r b a t e  uneconomic  bypass  
i n c e n t i v e s  in  low c o s t  a r e a s .  In evalua ting  Che pooling proposals- p r e s e n te d  
to  c h i s  J o i n c  B o a rd ,  t h e r e f o r e ,  we must d e t e r m in e  w h e t h e r  t h e  b e n e f i c s  
o b t a i n e d  Chrough the  cu r renc  system s t i l l  outweigh che c o s t s  imposed by cha t  
system.

118. I t  i s  c l e a r  c h a t  t h e  s p e c i f i c  p r e s s u r e s  t h a t  prompted  
c o n c e r n s  Chat  L E C -sp e c i f i c  CCL r a t e s  might  r e s u l t  in s h a r p l y  d e a v e r a g e d  
i n c e r s c a c e  t o l l  r a c e s  w i l l  be s i g n i f i c a n t l y  d im in ished  in che n e a r  f u t u r e  
f o r  a number o f  r e a s o n s .  F i r s c ,  cosc recovery  d i s p a r i t i e s  between LECs wich 
high  and low SPFs a r e  be ing  r e d u c e d  by Che Commission's  dec i s ion  Co adopc 
our  recommendat ion  t o  move Coward a 25Z ba s ic  i n t e r s t a t e  a i locac ion  faccor  
f o r  p u r p o s e s  o f  che j u r i s d i c t i o n s !  s e p a r a t i o n s  o f  NTS c o s t s . ^80 Seco n d ,

179 Id .  a t  332-333.

180 See Amendmenc o f  P a r t  67 o f  che Commission's Rules and Establishment 
of  a J o i n c  B oa rd ,  CC Docket  No. 80-286,  Second Recommended D e c i s io n  and



Che t r a n s i t i o n  s c h e d u le  f o r  Che removal of  emh'dded CPE f ro a  LEC race  bases 
i s  l a r g e l y  c o m p l e t e d ,  and  Che s c h e d u le d  removal  o f  i n s i d e  w i r e  i s  w e l l  
u n d e r w a y .181 T h i r d ,  in  l i g h t  o f  s u b s e q u e n t  c h a n g e s  i n  t h e  method o f  
c a l c u l a t i n g  t h e  premium/non-premium access charge d i f f e r e n c ia l ,  the  concerns 
e x p r e s s e d  a b o u t  t h e  d i f f i c u l t i e s  o f  c a l c u l a t i n g  t h e  " o p p o r t u n i t y  c o s t "  of  
p r e m iu m 'a c c e s s  arrangements never  mater ia l ized.  1®*

O r d e r ,  46 F e d .  Reg* 46,556 (1983) ,  a d o p t e d  by Commission,  96 FCC 2d 78l 
(1 9 8 4 ) . '

181 I n  a c c o r d a n c e  w i th  th e  Commission's  rules and o r d e r s ,  LECs have been 
ph as in g  o u t  t h e i r  embedded CPE investment (Accounts 134 and 231) and r e l a t e d  
e x p e n s e s ,  f r o z e n  a s  o f  December 31,  1982, by 1/60 each  month u n t i l  such  
in v e s t m e n t  and expenses a r e  reduced to  zero.  See Amendmenc -of P a r t  67 of  Che 
C o m m is s io n ' s  R u l e s  and  E s t a b l i s h m e n t  o f  a J o i n t  B o a r d ,  CC Docket  Ho. 
80-286 ,  D e c i s i o n  a n d  O r d e r ,  89 FCC 2o 1, m o d i f i e d  . 90 FCC 2d 52 (1982).  
This  s c h e d u l e  w i l l  be com ple ted  a t  t h e  end of  1987. See 1986 Annual Access 
T a r i f f  O r d e r ,  Mimeo Ho. 1251, r e l e a s e d  December 24,  1986, a t  p a r a .  25 (1986 
Anriua 1 A c c e a  s T a r i f f  O r d e r );  47 C . F . R .  § 67.153.  The  a m o r t i z a t i o n  o f  
embedded i n s i d e  w i r e  was o r d e r e d  by Che Commission in 1981. See Amendment 
of  P a r t  31,  85 FCC 2d 818, 828-829 (1981) .  A s t a f f  a n a l y s i s  o f  1985 d aca  
s u b m i t t e d  to  t h e  Commission by a l l  LECs wich  a n n u a l  o p e r a t i n g  revenues  in 
e x c e s s  o f  $1 m i l l i o n  s h o w s  t h a t ,  a s  o f  t h e  e n d  o f  1986, s c h e d u l e d  
a m o r t i z a t i o n  i s  approximate ly  60 percent  completed.  See Annual Reports  Form 
M, f i l e d  December 31, 1985, a t  S chedu le  14A (deprec ia t ion  r e s e r v e s ) .  Based 
upon an a n a l y s i s  of  s i m i l a r  LEC d a t a  s u b m i t te d  to  t h e  Commission in 1986, 
we e s t i m a t e  t h a t  t h e  a m o r t i z a t i o n  of  embedded inside wire  w i l l  be more than  
90 p e r c e n t  completed by the  end of  1989.

182 As n o t e d  p r e v i o u s l y ,  s u p r a  noce 178, che Commission concluded in the  
Access  Charge  O rde r  t h a t  AT&T should  be a s s e s s e d  a c h a r g e  r e f l e c t i n g  che 
" o p p o r t u n i t y  c o s c "  o f  t h e  premium a c c e s s  it .  r e c e i v e d  from LECs. Upon 
r e c o n s i d e r a t i o n  of  th e  Access Charge O rder , che Commission concluded cha t  a 
more r e a s o n a b l e  and a c c u r a t e  measure  of che "oppor tun i ty  c o s t "  or  value of  
premium a c c e s s  would be a c h i e v e d  by p ro v id in g  IXCs r e c e i v i n g  non-premium 
a c c e s s  a d i s c o u n t  o f  55 p e r c e n t  app l ied  co the CCL r a t e .  See MTS and WATS 
M a r k e c  S t r u c t u r e ,  on r e c o n s  i d e r a  c i o n . 97 FCC 2d 682, 723-735 (1983) .  
F i n a l l y ,  a f c e r  d e t e r m in i n g  Chat an o p p o r t u n i t y  c o s t  a n a l y s i s  was sound in 
c o n c e p t  b u t  i m p r e c i s e  in  o p e r a t i o n ,  che Commission e s t a b l i s h e d  a t o t a l  
d i f f e r e n t i a l  f o r  a l l  r e l e v a n t  a c c e s s  e l e m e n t s  b a s e d  on c h e  t o t a l  
d i f f e r e n t i a l  p roduced  by che Exchange H etw ork  F a c i l i t i e s  f o r  I n t e r s t a t e  
Accesa (EHFIA) t a r i f f s  th e n  in e f f e c t .  See MTS and WATS Market S t r u c t u r e ,  
on f u r t h e r  r e c o n s i d e r a t i o n .  97 FCC 2d 834, 852-863 (1 9 8 4 ) ,  a f f ' d  i n  
p r  in c  i p a l  p a r t  and  rem a nd  ed in  p a r t  on o t h e r  g r o u n d s . H a t ' l  A ss 'n  o f  
R e g u l a t o r y  Comm'rs v.  F .C .C . ,  737 F.2d 1095 (D.C. Cir .  1984), c e r t ,  den ied ,  
105 S.  C t .  1224, 1225 (1985).



119* A f o u r t h ,  and v e r y  i m p o r t a n t ,  f a c t o r  t h a t  shou ld  d im in ish  
p r e s s u r e s  to  d e a v e r a g e  i n t e r s t a t e  c o l l  r a t e s  i s  cha t  th e  t o t a l  aaounc of 
comaon l i n e  MTS c o s t s  to be recovered chrough usage-based CCL races  v i l l  be 
r ed u ce d  i f  t h e  Commission adopts  our recommendation Co inc rease  che ce i l ing  
on i n t e r s t a t e  s u b s c r i b e r  l i n e  c h a r g e s . . * ^  xh is  r e d u c t i o n  i s  i m p o r t a n t  
b e c a u s e  t h e  a g g r e g a t e  CCL r e v e n u e  r e q u i r e m e n t ,  a s  m a n i f e s t  in  c h e  
i n d u s t r y - w i d e  CCL r a t e ,  r e f l e c t s  t h e  d e g r e e  o f  p o t e n t i a l  CCL r a t e  
d i s p a r i t i e s  C h a t  c o u l d  o c c u r  in  t h e  a b s en ce  o f  p o o l i n g .  I n  1984, f o r  
e x a m p l e ,  t h e  y e a r  i n  v h i c h  Che CCL r a c e  f i r s t  became e f f e c t i v e ,  t h e  
i n d u s t r y - w i d e  r a t e  was  q u i t e  h igh  —  $.0524 p e r  minute  o f  use .^®^ Upon 
im p le m e n ta t io n  o f  t h e  $3.50 s u b s c r i b e r  l i n e  c h a r g e  in 1989, h o w e v e r ,  t h e  
a v e r a g e  CCL r a t e  ( o r i g i n a t i n g  and te rm ina t ing )  is l ikely  to  be s ig n i f i can t ly  
l o v e r  t h a n  t h e  1984 r a t e  —  a p p r o x i m a t e l y  $ .02  p e r  m i n u t e  o f  u s e . 18^ 
T h e r e f o r e ,  a l t h o u g h  a p p r o x i m a t e l y  SO p e r c e n t  o f  t h e  t o t a l  i n c e r s c a c e  
a l l o c a t i o n  o f  l o c a l  exchange  f ixed  c o s t s  v i l l  continue to  be recovered  from 
IXCs e v e n  a f t e r  o u r  recom m eada t ions  a r e  implemented,  t h e  e f f e c c s  o f  CCL 
re v e n u e  r e q u i r e m e n c  r e d u c t i o n s ,  combined v i c h  t h e  e f f e c t s  o f  t h e  ac t io n s  
d i s c u s s e d  i n ' c h e  p r e c e e d i n g  p a r a g r a p h  t h a t  a r e  s t e a d i l y  m i t i g a t i n g  
c o s t - r e c o v e r y  d i s p a r i t i e s  among LECs,  make i t  a p p e a r  u n l i k e l y  t h a c  
L E C -sp ec i f ic  CCL r a t e s  v o u ld  g e n e ra C e ,  on an i n d u s t r y  b a s i s ,  s i g n i f i c a n t  
p r e s s u r e s  co deaverage i n t e r s t a t e  co l l  r a t e s .

120.  A g a i n s t  t h i s  b a c k g r o u n d ,  we f i n d  c h a c  ch e  Comm iss ion  
p r e s c r i p t i o n  s u p p o r t i n g  c h e  p r e s e n X  comaon l i n e  t a r i f f  a n d  p o o l i n g  
a r r a n g e m e n t  i s  b r o a d e r  t h a n  i s  r e q u i r e d  to  a c h i e v e  che p u b l i c  i n c e r e s c  
b e n e f i t s  t h e  Commission in tended  to  secure by thac p r e s c r i p t i o n .  Moreover,

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

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

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

121* Our  c o n c l u a i o n . t h a t  t h e  e x i s t i n g  a r r a n g e m e n t  i s  more  
c o m p r e h e n s i v e  t h a n  n e c e s s a r y  d o e s  n o t  mean t h a t  i t  i s  u n n e c e s s a r y  to 
c o n t i n u e  soaic form o f  common t a r i f f  and poo l ing  arrangement in the  fu tu r e .  
To t h e  c o n t r a r y ,  d e p o o l i n g p a r t i c u l a r l y  p r e c i p i t o u s  d e p o o l i n g ,  could  
a d v e r s e l y  a f f e c t  t h e  te leco m m u n ic a t io n s  m a rk e tp l a c e  and cause hardship  in 
many a r e a s  o f  t h e  co u n t ry ,  for  r a tepayers  and LECs a l ik e .  For example, even 
w i th  t h e  a c t i o n s  t a k e n  by t h i s  J o i n t  Board and th e  Commission in r e c e n t  
y e a r s  t o  r e d u c e  co’s t ^ r e c o v e r y  d i f fe renc ia l s  among LECs,' NTS loop c o s t s  v i l l  
c o n t i n u e  to  v a r y ,  o f t e n  s i g n i f i c a n t l y ,  from s t u d y - a r e a - t o - s c u d y - a r e a  and 
f ro m  s t a t e - t o - s t a t e . * 86 A bsen t  some form o f  poo l ing  and a long cerm 
s u p p o r t  a r r a n g e m e n t  among a l l  LECs,  t h e s e  v a r i a t i o n s  m ig h t  im pose  
i n o r d i n a t e l y  high. NTS c o s t  r e c o v e r y  b u rd e n s  on r u r a l  and o t h e r  high cos t  
s u b s c r i b e r s .  Unlimited  depooling might also p resen t  a b a r r i e r  to e n t ry  into 
the  i n t e r s t a t e  t o l l  markec by c u r t a i l i n g  t h e  i n c e n t i v e s  and che a b i l i t y  of 
nev  e n t r a n t s  t o  e s t a b l i s h  u b i q u i t o u s ,  n a c i o n v i d e  n e t w o r k s .  Depooling 
c e r t a i n l y  v o u ld  e l i m i n a t e  th e  many s i g n i f i c a n t  b e n e f i c s  sm a l l  LECs en joy 
un d e r  Che c u r r e n t  system, including s u b s t a n t i a l l y  reduced r i sk s  and a scer.dy 
i n t e r s t a t e  r e t u r n  on in v e s t m e n t  . ^ 7  F i n a l l y ,  immediate d e p o o l in g  would 
c r e a t e  s i g n i f i c a n t  a d m i n i s t r a t i v e  d i f f i c u l t i e s  for  the hundreds of LECs thac 
have n e v e r  b e f o r e  f i l e d  i n t e r s t a t e  c a r i f f s ,  and fo r  che  Commission, which 
would h a v e  t o  r e v i e w  chem .  T h e r e f o r e ,  v e  do n o t  recommend chac che 
e x i s c i n g ,  com pulsory  common t a r i f f  and pooling arrangement be rescinded in 
t o t o . We recommend i n s t e a d  t h a t  Che c u r r e n c  arrangemenc be replaced wich 
one o f  a more f l e x i b l e  n a t u r e  thaC p r e s e r v e s  Che public inceresc benefics 
of  che  c u r r e n c  a r ran g em en c  and l imics  Che Commission p r e s c r i p t i o n  co che 
ach ievem ent  of those  benef ics .

186 See NECA Submiss ion o f  C u r r e n t  View o f  1984 U n iv e r s a l  S e r v i c e  Fund 
D a ta ,  S c a t e  Summary o f  U nseparaced  Revenue Requiremenc Per Loop, CC Doekec 
No. 80-286,  f i l e d  Sep tember 2,  1986, ac Tab 3.  According co chis d a t a ,  for  
example ,  a v e r a g e  u n s e p a r a t e d  revenue  requiremenc. per  loop in Hassachusects  
i s  $139.62',  w h i le  in Arkansas che average unseparaced revenue requiremenc is 
$303.65.

187 See  R e g u l a t i o n  o f  S m a l l  T e l e p h o n e  Com pan ies ,  Nocice of  P roposed  
Rulemaking,  CC Docke t  No. 86-467,  FCC 86-S37 ( r e l e a s e d  December 12, 1986) 
(Small  C a r r i e r  Regulation Order) .
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122.  N o n e  o f  C h e  v i r i o u i  p r o p o s a l s  s u b m i t t e d  f o r  o u r  
c o n s i d e r a t i o n  i s  c o m p le t e ly  in  harmony wich o u r  reconmendacion. Ue cannot  
s u p p o r c  Che Bell  A t l a n t i c  end New J e r s e y  proposals  because they  con templa te ,  
e s s e n t i a l l y ,  an e n d  co  a l l  p o o l i n g  in che  h e a r  f u t u r e .  A l t h o u g h  Che 
s u p p o r t e r s  o f  c h e s e  p r o p o s a l s  a r e  c o r r e c t  Chat  an  end t o  p o o l in g  v o u l d  
r e d u c e  uneconomic  b y p a s s  i n c e n t i v e s  in c e r t a i n  a r e a s  o f  Che c o u n c r y  and 
i n c r e a s e  e c o n o a ic  e f f i c i e n c y ,  Che e l im in a t io n  of  pooling could have adverse  
c o n s e q u e n c e s  for  r a t e p a y e r s  in r u r a l  and ocher high c o s t  a r e a s .

123. F o r  s e v e r a l  r e a s o n s ,  we a l s o  d e c l in e  to recommend adoption 
o f  che  p o o l in g  m o d i f i c a t i o n s  p ro p o s e d  by Vermont.  F i r s t ,  a l though Vermonc 
p r o p o s e s  Co r e p l a c e  che cu r renc  pooling arrangemenc wich a r e s t r u c t u r e d  high 
c o s c  f u n d ,  Vermonc h a s - n o c  p r o v i d e d  s u f f i c i e n t  d e t a i l  abouc che n a t u re  o r  
o p e r a t i o n  o f  t h e  r e s t r u c t u r e d  h igh  c o s c  fund Co permit us  to  conclude chac 
i c  v o u l d  be a r e a s o n a b l e  r e p la cem e n t  fo r  the. c u r r e n t  arrangemenc.  Second,  
and  more  i m p o r c a n d y ,  i c  a p p e a r s  t h a t  a  pr im ary  component  o f  Che p l a n ' s  
m e th o d  o f  p r e s e r v i n g  v h a c  we have  i d e n t i f i e d  as  a major  b e n e f i t  o f  Che 
c u r r e n c  poo l ing  a r r a n g e m e n t  —  a v o id in g  a  s i t u a t i o n  in  v h i c h  in o rd ina te ly  
h ig h  i n c e r j c a c e  NTS cosc recovery  burdens a r e  placed on r u r a l  and ocher  high 
c o s t  s u b s c r i b e r s  —* is  co g r a n t  LCCs che f lex ib i l i ty  Co shifc c o s t s  between 
i n c e r s c a c e  and i n t r a s t a c e  j u r i s d i c t i o n s ,  wich accompanying adjustments  co 
i n c e r s c a c e  a c c e s s  and bas ic  loc a l  s e rv ice  r a c e s . ^  The p rovis ion  o f  such 
f l e x i b i l i t y  would r e q u i r e  fu n d a m e n ta l  change  in  Che c u r r e n c  j u r i s d i c c io n a l  
s e p a r a t i o n s  p r o c e s s ,  a change chac ve  do noc bel ieve ia w a r ran ted  and chat  
c l e a r l y  i s  beyond che scope of che in scan t  proceeding.

124. T h e  U n i t y  1-A p r o p o s a l  a l s o  s u f f e r s  f r o m  s e v e r a l  
i n f i r m i c i e s ,  b u t  t h e s e  r e l a t e  more t o  che d e t a i l s  o f  che p ro p o s a l  chan co 
i c s  d e s i g n .  The  f u n d a m e n ta l  f ramework  o f  che p roposa l  —  che phase -ou t  of 
re g io n a L  fund t r a n s f e r s  among LECs due co pooling,  Che escablishmenc o f  LTS 
f u n d i n g  fo r  LECs r e m a in in g  in ' ^ e  NECA CCL p o o l ,  and Che o p p o r t u n i t y  Co 
p r o v id e  LECa w i t h  NTS cosc recovery  f lex ib i l i ty  — is sound.

125. A majo r  b e n e f i t  o f  che l im i ted  pooling arrangemenc proposed 
in  U n i t y  1-A i s  t h e  e s c a b l i s h m e n c  o f  i n c r e a s e d  i n c e n t i v e s  f o r  LECs 
w i th d ra w in g  Jrom che NECA C a r i f f  to  reduce cos ts  and improve che ef f ic iency  
of c h e i r  o p e r a t i o n s .  Under che c u r r e n c  poo l ing  a r r a n g e m e n t ,  th e  beneficr  
of  a s i n g l e  LEC's e f f o r t s  Co r e d u c e  c o s t s  o r  increase ef f ic iency a r e  shared 
wich a l l - o c h e r  LECs in che p o o l .  Reducing che d e g r e e  of  mandatory pooling 
p a r t i c i p a t i o n ,  on  Che o t h e r  h a n d ,  c r e a t e s  i n c e n t i v e s  Co i n t r o d u c e  
e f f i c i e n c i e s  and c o s c - c u c c i n g  measures because non-pooling LECs caking such 
a c t i o n s  w i l l  be ab le  to  b e n e f i t  from Chem d i r e c t l y ,  ch ro u g h  cor responding  
r e d u c c i o n s  in t h e i r  CCL c h a r g e s .  L im iced  p o o l i n g  w i l l  a l s o  e l i m i n a t e

188 See Vermont Commencs ac 11-12.
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com pulso ry  r i s k  s h a r i n g  among the  LECs th a t  withdraw from the  NECA t a r i f f ,  
aa w e l l  a s  t h e  t h e  approxim ate ly  $600 million supporc t r a n s f e r  among t h e  che 
l a r g e s c  LECs due t o  p o o l i n g .  Host o f  che LECs t h a c  Unicy 1-A r e p r e s e n t s  
w i l l  w i th d r a w  from th e  NECA c a r i f f  and poo l  in 1988 have more chan 300,000 
a c c e s s  l i n e s  and $130 m i l l ion  in an n u a l  o p e r a t i n g  r evenues .  ^ 9  Ho evidence 
has  been p r e s e n t e d  in t h i s  p roceeding ,  no r  a re  ue aware of  any,  t h a t  would 
p r o v i d e  a b a s i s  f o r  c o n c l u d i n g  t h a t  LECs o f  t h i s  s i z e  f a c e  r i s k s  
s u f f i c i e n t l y  1 ge t h a t  Che p u b l i c  i n t e r e s t  r equ i re s  them CO p a r t i c i p a t e  in 
r i s k  s h a r i n g  U . e . . p o o l i n g )  a r r a n g e m e n t s .  H o reover ,  as  noted p rev ious ly ,  
che c o m bina t ion  o f  a c t i o n s  a l r e a d y  taken  by th e  Commission a t  our  r e q u e s t ,  
and chose  recommended h e r e i n ,  s u b s t a n t i a l l y  r e d u c e  Che need  to  c o n t i n u e  
pooling  supporc t r a n s f e r s  among Chese LECs.

126. By e s t a b l i s h i n g  an i n t r a - i n d u s t r y  support  mechanism enabling 
LECa rem a in ing  in t h e  CCL pool to charge a CCL r a t e  no higher  than the  r a t e  
t h a c  would p r e v a i l  i f  m a n d a to r y  pooling  o f  a l l  CCL c o s t s  w e re  mainta ined,  
che p r o p o s e d  Unicy  1-A f r a m e w o r k  a l s o  a d d r e s s e s  c o n c e r n s  a b o u t  che 
p o c e n c i a l l y  a d v e r s e  im pac ts  o f  pooling m o d i f i c a t i o n s  on r u r a l  and o t h e r  
s u b s c r i b e r s  s e r v e d  by h ig h  cosc  LECs. The adoption o f  chis a spec t  of  Unicy 
1-A i s  i m p o r t a n t  b e c a u s e  i t  w i l l  e n s u r e  t h a c  che b e n e f i t s  a t t a i n e d  by 
p e r m i t t i n g  c e r t a i n  LECs co wichdraw from the  e x i s t i n g  pooling arrangement 
w i l l  n o c  be  o u t w e i g h e d  by t h e  p o t e n t i a l l y  n e g a t i v e  a f f e c t s  o f  s u c h  
w i t h d r a w a l s  on r a t e p a y e r s  t h r o u g h o u t  t h e  c o u n t r y ,  and p a r t i c u l a r l y  chose 
r a t e p a y e r s  s e r v e d  by LECs t h a c  c o n t in u e  t o  p a r t i c i p a t e  in t h e  NECA CCL
t a r i f f . ^90

127. In  a d d i t i o n  t o  e n s u r i n g  t h a t  r u r a l  and o t h e r  h ig h  c o s c  
s u b s c r i b e r s  a r e  s h i e l d e d  from inord ina te ly  high NTS cosc recovery  burdens ,  
che Unicy 1-A long te rm  s u p p o r c  mechanism shou ld  p ro v e  to be an e f f e c t i v e  
bu lw ark  a g a i n s t  p r e s s u r e s  to  deaverage i n t e r s t a t e  t o l l  r a t e s .  We n o te ,  for  
example,  chac che e s c im a te d  1993 CCL charge of LECs remaining in Che common 
l i n e  p o o l  c o u l d  be a p p r o x i m a t e l y  $.C1 per  m inu te  o f  u se  a n d ,  t h e r e f o r e ,  
could  noc ex ce ed  t h e  low es t  possib le non-pooled LEC CCL charge by more than  
tha c  a m o u n c . ^91 This p o t e n t i a l  1993 r a c e  d i s p a r i t y  i s  l e s s  chan e x i s c i n g  
d i s p a r i t i e s  among ch e  LECs' t r a f f i c - s e n s i t i v e  c h a r g e s ,  which  have  noc 
p roduced  i n c e r s c a c e  c o l l  r a c e  d e a v e r a g i n g .*92 H o re o v e r ,  i t  is u n l i k e l y

2 8 4

189 See in fra noce 197.

190 See supra para .  121.

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

192 F o r  e x a m p l e ,  in  O c t o b e r  o f  1986, t h e  c o m b in e d  c r a f f i c - s e n s i c i v e
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t h a t  s i g n i f i c a n t  p r e s s u r e  co d e a v e r a g e  i n t e r s t a t e  c o l l  r a t e s  w i l l  r e s u l t  
f rom p o c e n c i a l  d i f f e r e n c e s  b e tw e e n  Che pooled HCCA CCL race  and aon-pooled 
CCL r a c e s  h i g h e r  c h a n  c h e  NECA r a c e .  This  i s  so f o r  s e v e r a l  r e a s o n s .  
F i r s c /  s m a l l e r  LECs w i t h  c o s c  r e c o v e r y  r e q u i r e m e n t s  s u f f i c i e n t  Co produce 
v e r y  h ig h  CCL r a c e s  have l i c c l e  in c en t iv e ,  for chac very  r e a s o n ,  Co wichdraw 
from the -  t h e  NECA comaon l i n e  C a r i f f  and poo l ing  a r r a n g e m e n c .  Second,  a 
n o n - p o o l i n g  . h o ld in g  company wich a mixture of  high and low cosc  scudy a r e a s  
would b e  a b l e  co l o w e r  e x t r e m e  CCL r a c e  “ p e a k s "  among c h e s e  a r e a s  by 
t a r i f f i n g  a s i n g l e r  a v e r a g e d  CCL r a c e  c o v e r i n g  some o r  a l l  chese a r e a s ,  as  
p e rm icced  by Che Commission's R u l e s . *93

%
128.  A l th o u g h  che f ramework  o f  the  Unity 1-A pooling p roposa l  .s  

s o u n d ,  we b e l i e v e ,  a s  n o t e d  ab o v e ,  Chat ic  shou ld  be modif ied  in c e r t a i n  
r e s p e c t s .  B e fo re  d i s c u s s i n g  o u r  own recom mendat ions  in ch ia  r e g a r d ,  we 
f i r s t ,  d i s c u s s  s e v e r a l  m o d i f i c a c io n s  s u g g e s t e d  by p a r t i e s  commencing on che 
p r o p o s a l .  -

129-  The f i r s c  s u g g e s t i o n  r a i s e d  by commencers i s  chac  upon 
c o m p le t io n  o f  Che c r a n s ic io n a l  supporc payment schedule ,  LECs chac have been 
r e c e i v i n g  C r a n s i c i o n a l  supporc be excused from long term supporc ob l iga t ions  
i f  payment o f  long te rm s u p p o r c  r e q u i r e s  Chem t o  charge  a CCL r a t e  h ighe r  
Chan Che NECA CCL r a c e .  In  our view, adopting chis  p roposa l  would e s t a b l i s h  
an i n c e n t i v e  f o r  n o n - p o o l i n g  LECs, p a r t i c u l a r l y  c h o s e  wich CCL r a t e s  n e a r  
Che NECA r a t e ,  t o  i n c r e a s e  Che i r  c o s e s  in an e f f o r c  Co q u a l i f y  f o r  r e l i e f  
from.LT& p a y m e n t s . We have been provided no sound reason  Co e s t a b l i s h  such 
an i n c e n t i v e ,  v h i c h  r u n s  c o u n t e r  co o u r  g o a l  o f  i n c r e a s i n g  LECs1 c o s e  
c o n t a in m e n t  i n c e n t i v e s  c h r o u g h  pooling modificacions. T here fo re ,  we r e j e c t  
Chis suggesc ion .

#
130. The s e c o n d  s u g g e s c io n  r a i s e d  by commencers is chac LECs be 

p e r m i c c e d  Co e v a l u a C e  on a s t u d y - a r e a - b y - s c u d y - a r e a  b a s i s  w h e t h e r  to 
p a r c i c i p a c e  in che  modi f ied NECA poo l ing  arrangemenc we a r e  propos ing.  We 
r e j e c t  c h i s  s u g g e s c i o n  b e c a u s e  ic q u i t e  l ike ly  would cause  LECs Co wichdraw 
on ly  Chei r  low c o s c  s t u d y  a r e a s  from th e  pool .  This would r e s u l t  in mere

s w i c c h e d  c h a r g e s  a s s e s s e d  upon  IXCs p e r  minute  of  u s e  by P a c i f i c  B e l l  
t o t a l e d  $ .0353 ,  w h i l e  chose  of  New J e r s e y  Bel l  c o c a l e d  $ .0191 .  T h es e  a r e  
t r a f f i c - s e n s i c i v e  premium s w i t c h e d  a c c e s s  r a t e s ,  excluding che CCL cha rge ,  
c a l c u l a c e d  p e r  m inu te  o f  u s e  on th e  b a s i s  o f  a cen  mile c r a n s p o r c .  See 
P a c i f i c  B e l l  T a r i f f  Review P la n ,  Swicched  A ccess  Race A n a l y s i s ,  Vol.  1, 
S e c t i o n  5,  f i l e d  O c t o b e r  3, 1986, a c  p . 2,  l i n e  120; B e l l  A c la n c i c  T a r i f f  
Review P la n ,  S w i t c h e d  Access Race Analysis ,  Vol. 2,  Sect ion  5,  f i led  October  
3 ,  1986, ac  l i n e  120 (New J e r s e y  Bell) .

193 See 47 C .F .R .  § 6 9 .3 (e ) (7 ) .
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a d m i n i s t r a t i v e  c h a n g e s  in che c u r r e n c  pooling arrangemenc,  r a c h e r  chan che 
fundamenCal r e fo rm s  Chac ve  hope co achieve Chrough our  proposed sCrucCural 
m o d i f i c a c i o n s ,  b e c a u s e  Che long  Cerm suppor t  ob l iga t ions  of  ton -poo l ing  low 
c o a c  LECs v o u l d  l i k e l y  e q u a l  Che c o n c r i b u d o n a  Chey v o u l d  make i f  chey  
remained  in ch e  p o o l .  P e r m i t t i n g  v i c h d r a v a l  from che pool on .a acudy a r e a  
b a s i s  a l s o  mighc e s C a b l i s h  im proper  in c e n c iv e a  r e l a t i n g  Co ch e  a i lo c a c io n  
o f  common c o a c s  beCveen  scudy  a r e a a  rem ain ing  in che  p o o l  and choae chac 
a r e  v i c h d r a v n .  T h e r e f o r e ,  v e  recom mend c h a c  c h e  Commiaaion adopc  a 
r e q u i r e m e n c  ChaC v i c h d r a v a l  from che p o o l  be on an " a l l  o r  no th ing"  b a s i s .  
S p e c i f i c a l l y ,  a LEC v i c h d r a v i n g  one o f  i t a  acudy  a r e a a  mute v i c h d r a v  a l l  
o f  Chem, and a r e g i o n a l  h o ld ing  company v i c h d r a v i n g  one  o f  i c s  LECa must 
v ic h d ra v  chem ail.*94

131. We Curn now co o u r  f u r c h e r  recommendac iona  f o r  improving 
che Unicy 1-A pooling proposal .  Our primary concern r e l a c e s  to  che proposed 
U nicy  1-A s c h e d u l e  fo r  LEC v i c h d r a v a l  from Che e x i s t i n g  NECA c a r i f f  and 
p o o l i n g  a r r a n g e m e n t .  As n o t e d  p r e v i o u s l y ,  Chis p r o p o s e d  s c h e d u l e  v o u ld  
r e q u i r e  LECs co announce  on June  1,  1987, che i r  incencion co f i l e  Cheir ovn 
CCL C a r i f f s  on Qccoher  1, 1987, aa  p a r t  o f  Che Commiss ion's  a n n u a l  accesa  
c a r i f f  r e v i s i o n  p r o c e s s .  These  C a r i f f s  v o u ld  h a v e  a s c h e d u l e d  e f f e c c i v e  
d a t e  o f  J a n u a r y  1, 1988, Che d a c e  on v h i c h  Unicy 1-A contempla tes  chac che 
c e i l i n g  on f e d e r a l  a u o s c r i b e r  l i n e  c h a r g e  cap  v o u ld  be r a i s e d  Co $ 4 .0 0 .  
A l though  LECs vould be permicced Co v ichdrav  each yea r  t h e r e a f t e r ,  che Unicy 
1-A p r o p o s a l  makes-TRS paymencs avai lab le  only co LECs v ic h d ra v in g  Che f i r s c  
y e a r .

•- , 2851

194 Fo l low ing  Che c lose  of  che comment per iod ,  r e p r e s e n t a t i v e s  of  NRTA and 
USTA ( h e r e a f t e r  i n d u s c r y  r e p r e s e n t a t i v e s ) p r e s e n t e d  t o  members o f  th e  
F e d e r a l  J o i n c  Board S t a f f  a p ro p o s e d  amendmenc Co Unicy 1-A concerning the 
im pac t  o f  m e rg e r s  and a c q u i s i t i o n s  on che pooling s t a t u s  o f  ind iv idual  LECs. 
See Nocice  of  Ex P a r t e  Meecing between federa l  Joinc Board s t a f f  and Counsel 
to NTRA and USTA, MTS and WATS Markec S t r u c t u r e ,  Amendmenc of Par t  67 of  
Che Commission's Rules and E s t a b l i s h m e n t  o f  a J o i n c  B o a rd ,  CC Docket Nos. 
78-72  a n d  80-286 ,  f i l e d  J a n u a r y  14, 1987. E a s e n c i a l l y ,  Che p r o p o s e d  
amendmenc would p e rm i t  a n o n - p o o l i n g  LEC Chac a c q u i r e s  a LEC remaining in 
che pool  to  determine whether che acquired LEC would cont inue  co p a r t i c i p a t e  
in t h e  NECA CCL t a r i f f  and pool.  According co che indus t ry  r e p r e s e n t a t i v e s ,  
t h e  p r i m a r y  p u r p o s e  of  t h e  p r o p o s a l  is t o  m a inca in  che m a r k e t a b i l i t y  o f  
smal l  LECs. A l though  v e  a r e  recommending chac che Commission take  s e v e ra l  
s t e p s  to  e n s u r e  chac che impacc o f  o u r  p ro p o sed  pooling modificacions does 
noc a d v e r s e l y  a f f e c t  s m a l l  LECs,  c h e  r e c o r d  in  c h i a  p r o c e e d i n g  i s  noc 
s u f f i c i e n t l y  d e t a i l e d  to- p e r m i t  u s  co recom m end  t h e  a d o p t i o n  of  ch is  
p r o p o s a l ,  which  no p a r t y  has  had an oppo r tun i ty  Co comment on .  R a the r ,  ve 
recommend t h a c  t h e  p r o p o s a l  be  e x a m in e d  and  r e s o l v e d  i n  a s e p a r a t e  
p ro c e e d in g  i n i t i a t e d  by che Commission.
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132. The  p r o p o s e d  Unicy 1-A s c h e d u le  r a i s e s  s e v e r a l  p r o b l e m s .  
F i r s t ,  Che J a n u a r y  1,  1988 d a c e  p r o p o s e d  in Unicy 1-A f o r  implemencing 
p o o l i n g  m o d i f i c a c io n s  was e s c a b l i s h e d  to  c o i n c i d e  wich  implemencecion  o f  
Unicy l -A 's  p ro p o s e d  in c r e a s e  in s ubsc r ibe r  l ine charges Co $4 .00 .  Although 
C h e r e  i s  no p e r s u a s i v e  e v i d e n c e  c h a t  a  LEC's c o n s i d e r a t i o n s  a b o u t  
w i t h d r a w i n g  f rom Che p o o l  w o u ld  be s u b s t a n t i a l l y  a l t e r e d  due  Co Che 
d i f f e r e n c e ' b e t w e e n  ch e  $4.00 c e i l i n g  p roposed  in  Unicy 1-A and o u r  own 
recommendat ion  Chat  s u b s c r i b e r  l i n e  c h a r g e s  u l t im ate ly  be r a i s e d  Co $ 3 .5 0 ,  
o u r  p r o p o s e d  s c h e d u l e  r e g a r d i n g  i n c r e a s e s  w i l l  p r o v i d e  f o r  o n ly  $2 .60  o f  
s u b s c r i b e r  l i n e  c h a r g e  r e c o v e r y  a s  o f  J a n u a r y  1, 1988. T h i s  l e v e l  o f  
s u b s c r i b e r  l i n e  c h a r g e  r e c o v e r y  i s  noc high 'enough to permit many LECa Co 
w i thd raw  from che  N E C A  C ar i f f  and pooling ar rangement,  including some of  che 
l a r g e s c  L E C s . 1 9 3  Because  che  g o a l s  we seek Co achieve through our proposed 
p o o l in g  m o d i f i c a c io n s  h inge  upon Che w i t h d r a w a l  o f  Che l a r g e s t  com panies  
f r o m  c h e  NECA t a r i f f , l ^ 6 we re c o m m e n d  t h a t  s u c h  m o d i f i c a c i o n s  be 
im plem ented  on A p r i l  1,  1989, Che d a c e  we have proposed an in c re a s e  in che 
c e i l i n g  on s u b s c r i b e r  l ine charges  Co $3.50*

133. The s econd  p rob lem  wich  t h e  p roposed  Unicy 1-A schedule,  is 
t h e  e s t a b l i s h m e n t  o f  a s i n g l e  o p p o r t u n i t y  f o r  LECs t o  a n n o u n c i n g  an  
i n c e n c i o n  to  w ichdraw  and q u a l i f y  to  rece ive  Cransicional  supporc paymencs.  
This  may w e l l  p l a c e  * s i g n i f i c a n t  and u n r e a s o n a b l e  burden upon a l l  bu t  che 
l a r g e s c  c o m p an ie s .  19/ S m a l l e r  companies cha t  might wish to leave  t h e  pool

195 Among o c h e r  r e a s o n s ' ,  a $2 .60 s u b s c r i b e r  l i n e  c h a r g e  would r e q u i r e  
c e r t a i n  LECs o u c s i d e  Che NECA pool ,  p a r t i c u l a r l y  high cosc LECs, to  t a r i f f  a 
CCL r a t e  so h igh  as  t o  s ig n i f i c a n t l y  exac e rba te  uneconomic byp&ss in c en t iv e s  
i n  c h e i r  scudy  a r e a s ,  as  w e l l  as  t h r e a t e n  continued averaging of  i n t e r s t a t e  
t o l l  r a c e s .

196 See s u p r a  p a r a .  125. In making o u r  recommendations regard ing  pooling 
m o d i f i c a c i o n s ,  we a r e  r e l y i n g  upon t h e  r e p r e s e n t a t i o n s  made by Unity l-A's  
s p o n s o r s  c h a t  t h e  l a r g e s c  companies w i l l  wichdraw from che NECA Common Line 
c a r i f f  and  p o o l .  I f  c h e  b e n e f i c s  we s e e k  co o b t a i n  c h r o u g h  p o o l i n g  
m o d i f i c a c io n s  a r e  s u b s t a n t i v e l y  compromised as  a r e s u l t  o f  companies  n o t  
a c t i n g  a s  c h e y  h a v e  r e p r e s e n t e d ,  we recom mend t h a t  o u r  p r o p o s a l s  be 
r e v i s i t e d .

197 Hose o f  t h e  LECs chac  Unicy i-A ind ica te s  w i l l  withdraw from che NECA 
pool  a r e  o p e r a t i n g  companies  w ic h in  ho ld ing  companies  chat  own o r  c o n t r o l  
more c h a n  300,000 a c c e s s  l i n e s  a n d  in  e x c e s s  o f  $ ISO m i l l i o n  . in a n n u a l  
o p e r a t i n g  r e v e n u e s .  Compare J o i n c  Commencs ac n .  19 w i th  Uniced Scaces 
Te lephone  A s s o c i a c i o n ,  Telephone S t a t i s t i c s  for  Che Year 1985, Vol. 1,  Ju ly  
1986, a t  8 ( a c c e s s  l i n e s  a n d  i n n u a l  o p e r a t i n g  r e v e n u e s  o f  100 l a r g e s t  
co m p a n ie s ) .  For p u r p o s e s  o f  o u r  d i s c u s s i o n s  o f  poo l ing  m o d i f i c a c io n s ,  we
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Ho n o t  e n j o y  che  s u b s t a n t i a l  s t a f f  and r e l a t e d  r e s o u r c e s  o f  t h e  l a r g e i t  
co m p an ie s ,  and l i k e l y  w i l l  need more t i n e  t o  e v a l u a t e  th e  impl icat ion!  for  
t h e m s e lv e s  and t h e i r  c u s t o m e r s  of  withdrawing from Che NECA t a r i f f ,  as  wel l  
as t o  a s s e m b l e  and  p r e p a r e  t h e  i n fo rm a t io n  n e c e s s a r y  co f i l e  t h e i r  own 
C a r i f f s  w i t h  t h e  Commission. For chese r easons ,  we recommend chat  smaller 
companies be g iven  an a d d i c i o n a l  o p p o r t u n i t y ,  in 1989 as w e l l  as  in 1988, 
co a n n o u n c e  t h e i r  i n c e n c i o n  t o  w i c h d r a w  w h i l e  s t i l l  q u a l i f y i n g  f o r  
c r a n s i c i o n a l  support.

134.  I m p l e m e n t i n g  o u r  p r o p o s e d  poo l ing  m o d i f i c a t i o n s  in ch is  
t w o - s c a g e  p r o c e s s ,  b e g in n in g  A p r i l  1,  1989, i s  a l s o  d e s i g n e d  co a l l e v i a t e  
che p o c e n c i a l l y  s i g n i f i c a n t  a d m in i s t r a t iv e  burdens such implemencation could 
p la c e  on' t n e  Com miss ion .*99 I f  r e c e i p t  of t r a n s i t i o n a l  supporc is cc t i n g e n t  
upon w i t h d r a w i n g  from t h e  pool  on one p a r t i c u l a r  .da te ,  a s  proposed in Unity 
1-A,  a l l  n e t  r e c i p i e n t  LEds t h a t  s e e k  to  w i t h d r a w  from t h e  pool  w i l l  be 
e n c o u r a g e d  t o  f i l e  t h e i r  own CCL t a r i f f s  a t  c h e  same t i m e .  Ue h a v e  
conc luded  t h a t  a Cwo-scage  p r o c e s s  f o r  Chese c a r r i e r s  w i l l  s i g n i f i c a n t l y  
e a s e  t h e  a d m in is t r a t iv e  burden ,  w i th  few adverse  consequences.

135.  Even i f ' t h e  f i r s t  f i l i n g  o f  common l i n e  t a r i f f  r e v i s i o n s  
r e l a t i n g  t o  p o o l i n g  m o d i f i c a t i o n s  i n v o l v e s  o n ly  th e  l a r g e s t  LECs,  t h e  
Commission may have  t o  r ev iew  a s  many as 40 such  t a r i f f s ,  and p o t e n t i a l l y  
many m ore ,  a s  a m a t t e r  of  f i r s t '  impression.^OO Performing t h i s  review in a 
m ean ingfu l  manner  would be d i f f i c u l t  u n d e r  any circumstances- . Ic would be 
e s p e c i a l l y  d i f f i c u l t  i f  i t  w e r e  c o n d u c t e d  in  c o n j u n c t i o n  w i t h  t h e  
C o m m i s s i o n ' s  s c h e d u l e d  a n n u a l  r e v ie w  o f  a c c e s s  t a r i f f  r e v i s i o n s  ,201 as

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

198 Ue a l s o  recommend Chat smaller  LECs announcing in 1989 Cheir in t en t io n  
to  w i th d r a w  from th e  NECA c a r i f f  be provided w i th  four years  of  t r a n s i t i o n a l  
s u p p o r c ,  commencing in 1990.

199 I t  is  u n l i k e l y  Chac o u r  p ro p o s e d  poo l ing  m od i f icac io n s  w i l l  have any 
s i g n i f i c a n t  i m p a c t  on s c a c e  c o m m i s s i o n s ,  a l t h o u g h  a l im i t e d  number o f  
c hange s  may be r e q u i r e d  in s t a t e s  in which Che presenc i n t r a s t a c e  CCL race  
i s  t i ed  to che NECA CCL r a t e .

2U0 The Commission w i l l  have  t o  rev iew  40 s e p a r a t e  CCL r a t e s ' i f  a l l  LECs 
t h a t  Unicy l - A ' s  s p o n s o r s  p r e d i c t  v i l l  w i th d r a w  from che NECA c a r i f f ,  see 
s u p r a  n o t e  196, t h e r e a f t e r  f i l e  Che i r  own CCL c a r i f f s  a t  che s t u d y  a r e a  
l e v e l .

201 Th i s  r ev ie w  is  c o n d u c t e d  each  y e a r  d u r in g  t h e  pe r iod  from October 1 
t h r o u g h  December 31. See 47 C.F.R.  § 69 .3 (a ) .
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p r o p o s e d  in Unity  1-A. F i n a l l y ,  t h e  e s t a b l i s h m e n t  o f  an Apr i l  1,  1989, 
e f f e c t i v e  d a t e  f o r  im p lem en ta t io n  o f  poo l ing  m o d i f i c a t i o n s  p e r m i t s  us to  
recommend t h a t  t h e  d a t e  on v h i c h  LECs v i l l  have t h e i r  f i r s c  o p p or tun i ty  to  
a n n o u n c e  C h e i r  i n c e n c i o n  t o  w i th d ra w  from t h e  NECA c a r i f f  o c c u r  d u r i n g  
Augus t  1988. I n  1989 and t h e r e a f t e r ,  ve recommend thac  June be e s t a b l i s h e d  
as  Che m o n th  in  v h i c h  NECA m u s t  be  n o t i f i e d  o f  a  LEC's i n t e n t i o n  Co
withdraw.202 .

V I I I .  Monitoring Program

136. S e v e r a l  s i g n i f i c a n t  s t e p s  a r e  - taken in c h i s  O r d e r  in che 
a r e a s  o f  UTS c o s t  r e c o v e r y  a n d  s u b s c r i b e r  l i n e . c h a r g e s ,  h i g h  c o s t  
a s s i s t a n c e ,  l i f e l i n e  a s s i s t a n c e ,  and p o o l i n g ' o f  common l i n e  c o s t s .  While 
ve view t h e  p r o p o s a l s  p r e s e n t e d  in t h i s  Order as f inal  recommendations,  v e  
a l s o  r e c o g n i z e  o u r  c o n t i n u i n g  r e s p o n s i b i l i t y  to  m o n i to r  Che impacc of our 
recom m enda t ions  in che i n c r e a s i n g l y  dynamic telecommunications environment.  
T h e r e f o r e ,  v e  a r e  recommending t h a t  Che Commission e s t a b l i s h  a comprehensive 
m o n i t o r i n g  p r o g r a m  by c h i s  J o i n c  Board and Che Commission to t r a c k  t h e  
im p a c t  o f  ch i s  Recommended Decision and Order and Commission ac t ion  on i c .

137. Ve recommend t h a t  t h e  Commission d i r e c t  th i s  Joinc Board co 
i s s u e  in che n e a r  f u t u r e  a more com ple te  o r d e r  d e l i n e a t i n g  che framework 
o f ,  a n a  s c h e d u le  f o r ,  t h i s  m on ico r in g  p r o g r a m . 203 G e n e r a l l y ,  ve recommend 
chac c h i s  p rogram  in c lu d e  c o l l e c t i o n  o f  d a t a  on t h e  impact  o f  s u b s c r i b e r  
l i n e  c h a r g e s .  The Census  B u re a u ' s  d a t a  on s u b s c r i b e r s h i p  levels  p r e s e n t l y  
c o l l e c t e d  th ro u g h  the Currenc Populat ion Survey should be enhanced v i t h  daca  
d e s i g n e d  t o  e x a m i n e  che  e f f e c t s  o f  s u b s c r i b e r  l i n e  c h a r g e s  on s p e c i f i c  
p o p u l a t i o n  s e g m e n t s .  The e f f e c t i v e n e s s  of l i fe l ine  p lans ,  boch che ex isc ing

202 I f  che  Comm iss ion  a d e p t s  3 u r  reco m m e n d a t io n s  r e l a c i n g  to  poo l ing  
r e v i s i o n s ,  a d j u s t m e n t s  v i l l  be n e c e s s a r y  co che c u r r e n c  P arc  69 r u l e s  
g o v e rn in g  che a d m i n i s t r a t i o n  o f  NECA and che operat ions  of  che Common Line 
poo l .  S ince  Che p o o l in g  m o d i f icac io n s  we a r e  reconmending w i l l  not  become 
e f f e c t i v e  u n t i l  A p r i l  1989, t h e s e  a d j u s t m e n t s  need noc be made immediately. 
Ue noce  t h a c  the  Commission a l r e a d y  is c o n s i d e r i n g  various is sues  r e l a t i n g  
to  NECA's a c t i v i t i e s  and a d m i n i s t r a t i o n .  See Amendment and C la r i f i ca t io n  of  
P a r t  69 R u l e s  G o v e r n i n g  c h e  N a c i o n a l  E x c h a n g e  C a r r i e r  A s s o c i a t i o n ,  
Memorandum Opinion and Order and Notice o f  Proposed Rulemaking, CC Dockec No 
87 -2 ,  FCC 87-19,  r e leased  Jan .  16, 1987.

203 The J o i n c  B o a rd  Recommended D ec is io n  and O rd e r  on che m o n i to r in g  
p rogram shou ld  be r e l e a s e d  by Hay 10, 1987 in o rder to  be in e f f e c t  on June 
1 ,  1987.
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s u b s c r i b e r  l i n e  c h a r g e  w a i v e r  m e a s u r e s  and  che  p ro p o s e d  new a e r v i c e  
c o m m e n c e m e n t  c h a r g e  a a s i s c a n c o  n e i a u r e a  , a l a o  a h o u l d  be a n a l y r e d .  
A d d i t i o n a l l y ,  r e l i a b l e  daCa on g ro w c h  o f  necw ork  uaage  ahould a l a o  be 
i n c l u d e d  in che m on ico r ing  p r o g r a a ,  aa  w e l l  aa  inforaacion and daca on che 
d e v e l o p o e n c  o f  uneconomic  bypaaa  a f f e c c i n g  che p u b l i c  aw icched  n e c w o r k .  
M on ico r ing  Che r e a u l c s  o f  che  r e t a r g e t e d  h igh  coac a a a i a c a n c e  n e c h a n i a o  
r e c o a a e n d e d  in  ch ia  O rd e r  a l a o  w i l l  h e lp  a a c e r c a i n  w h e t h e r  t h e  a u p p o r t  
p r o v id e d  c h rough  chia  prograa  ia providing effeecive aaaiacance co cuatomera 
i n  r u r a l  and o c h e r  h igh  coac  a r e a a .  Rev ia iona  Co che pooling of CCL coaca 
and r e v e n u e a ,  co be e f f e e c i v e  on A p r i l  1, 19S9, v i l l  a e c e i a i c a  e che  
m o n i c o r i n g  of. t h o a e  LECa chac  w i th d raw  f r o a  che NECA poo l ing  and c a r i f f  
p r o c e a a ,  che  d im ens ions  o f  che LTS and TRS paymencs between che LECa, che
CCL r e v e n u e  r e q u i r a e n c a  f o r  che LECa chac remain in che NECA pool,  and che
e c o n o a ic  p r e s a u r e a  f o r  IXCs Co d e a v e r a g e  i n c e r a c a c e  c o l l  r a c e s .  F in a l ly ,  
m on ico r ing  che r a c e a  and r e v e n u e a  fo r  b a a i c  loca l  s e r v i c e s ,  o r  ocher  acace 
s e r v i c e a  and i n c e r a c a c e  coLl should alao be included.

138. I n  o r d e r  co e n a u r a  chac  Che monicor ing  p r o g r a a  cakea inco
a ccounc  a l l  r e l e v a n t  f a c c o r a ,  we f u r c h e r  recommend chac an open record  be 
a a i n c a i n e d  in ch ia  d o c k e t  co a l low f o r  che f i l i n g  o f  commence ac any cime 
r e g a r d i n g  c h e  s t r u c t u r e  and e f f e c c i v e n e a e  o f  che p rog ram .  F i n a l l y ,  we
recommend chac a s e r i e s  of  reporc i based upon che da ta  co l lec ted  chrough che
program be su b m i t t e d  co Congress and scace r e g u la to r s .  These reporcs  would 
be p r e p a r e d  on a q u a r t e r ly  b a s i s .  In add i t ion  co chese r e p o r c s ,  che members 
of  ch e  J o i n c  B o a rd  and che Commission would conduce  a 90-day  acudy  and 
r e v i e w  o f  c h e  im pacc  o f  s u b s c r i b e r  l ine  c h a r g e s  p r i o r  co che two f i n a l
i n c r e a s e s  in chese charges  in 1988 and 1989. F inal ly ,  we recommend chac che
Com m iss ion  s u b m i t  che  r e s u l t s  o f  c h e s e  r e v i e w s  co C on g re s s  and s t a t e  
r e g u l a c o r s .

139. The recommendaciona conta ined  herein  have been analyzed wich 
r e s p e c t  to  che Paperwork Reduction Acc of 1980 and found co impose a new or 
modi fied i n f o r a a c i o n  c o l l e c c i o n  requ i rem enc  on che p u b l i c .  Implementation 
of  any  new o r  modified requ i re m en t  w il l  be sub jec t  to approval  by che Office 
of  Managemenc and Budgec as p resc r ibed  by che Acc.

7 9
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IX .  Order ing C l i m e

140. ACCORDINGLY, Che JoinC Boird RECOMMENDS chic Che Coomiaaion 
id o p c  Che p r o p o a e l i  d iacuaaed above and Che accached rev ia iona  co ParCa 67 
and 69 o£ che Coatmiaaion'a Rulea .^04

FEDERAL CO^UN I  CATIONS COMMISSION 
F o r  Che Pederal -Scace Joinc Board

204 Thia r e c o a a e n d a c i o n  ia  a dopce d  purauanc Co-Secciona 4(1), 4 ( j ) , 201,
202,  203, 203,  221,  403,  a n d  410 o f  C he  C o a a u n i c a c i o n a  AcC o f  1934, aa  
a n e n d e d ,  47 U . S . C .  §§ 1 3 4 ( i ) - ( j ) ,  201, 202,  203,  203, 221, 403 a n d  410
(1936) .



Appendir A

Lise  o f  P a r t i e s  F i l i n g  Comment« or  Repl ies  in  the Reexamination Proceeding
>.

Ad Hoc Telecommunication* Users Committee (Ad Hoe)
A'' Hoc Telecommunications Users Committee, Computer end Business  Equipment 

M anufac ture rs  A ssoc ia t ion ,  In form at ion  Indusc ry  A s s o c i a t i o n ,  
Tele-Communications A ssoc ia t ion  (ADAPSO)

The S t a t e  o f  Alaska (Alaska)
ALC Communications Corporat ion  (ALC)
ALLTEL Corpora t ion  (ALLTEL)
American A s s o c ia t io n  of  R e t i red  Persons (AARP)
American Petroleum I n s t i t u t e ,  Committee on Telecommunications (API)
American Telephone and Telegraph Company (AT&T)
Ameritech O pera t ing  Companies (Ameritech)
A rk a n s a s ■Public  S e rv ice  Commission (Arkansas)
Bel l  A t l a n t i c  Telephone Companies (Be l l  A t l a n t i c )
B el lSouth  Corpora t ion  (Bel lSouth )
The S tace  o f  C a l i f o r n i a  and the Public U t i l i t i e s  Commission of  C a l i f o r n i a  

( C a l i f o r n i a )
C e n t ra l  Telephone Company (Cente l)
C i n c i n n a t i  Bell Telephone Company (C in c in n a t i  B e l l )
Colorado Public  U t i l i t i e s  Commission S t a f f  (Colorado)
Colorado O f f ice  of  Consumer Counsel ,  O f f ice  o f  Consumers'  Counsel of  the  

S t a t e  o f  Ceorgia ,  and the Public  Counsel S ec t ion  of  the  O f f i c e  of  the  
A t to rney  Ceneral  of  Washington S t a t e  (Consumers'  Counsels )  

Communications Workers of  America (CWA)
Concerned C i t i z e n s  fo r  Universal  Serv ice  (CCUS)
Consumer Federa t ion  of America (CFA)
Contel  Corpora t ion  (Conte l )
CP N ational  Corporat ion  (CP N at iona l )
O f f i c e  of  the  Peop’ e ’ s Counsel of the D i s t r i c t  of  Columbia
P u b l i c  S e rv ice  Commission of  the D i s t - i c t  o f  Columbia ( D i s t r i c t  of Columbia)
F l o r i d a  Pub l ic  Serv ice  Commission ( F l o r i d a )
C r a n i t e  S t a t e  Telephone,  Merrimack County Telephone Company, Fort  Bend 

Telephone Company and E lkhar t  Telephone Company ( Independen t s )
CTE S erv ice  Corporat ion (CTOCa)
Idaho Pub l ic  U t i l i t i e s  Commission ( Idaho)
I l l i n o i s  Commerce Commission ( I l l i n o i s )
I n t e r n a t i o n a l  Communications A ssoc ia t ion  ( I C / )
Kansas Corpora t ion  Commission (Kansas)
Lackawaxan Telephone Company (Lackavaxen)
MCI Telecommunications Corpora t ion (MCI)
Michigan Public  Serv ice  Commission S t a f f  (Michigan)
H is s o u r i  Pub lic  Serv ice  Commission (M is sou r i )
Hountain S t a t e s  Telephone and Telegraph Company, Nor thwes tern  Be ll  Telephone
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Company and P a c i f i c  Northwest Bell  Telephone Company (US West)
N at iona l  A s s o c ia t i o n  of S t a t e  U t i l i t y  Consumer Advocates (NASUCA)
Nat iona l  Exchange C a r r i e r  A ssoc ia t ion  (NECA)
N at iona l  S ura l  Telecom A ssoc ia t ion  (NRTA)
N at iona l  Sura l  Telecom A soc ia t ion ,  National  Telephone Coopera t ive  

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

Nat iona l  Telecommunications and Informat ion A dm in is t ra t ion  (NTIA)
Nacional  Telephone Cooperat ive A ssoc ia t ion  (NTCA)
New J e r s e y  Board of  Pub l ic  U t i l i t i e s .  (New Je rsey )
New York S t a t e  Consumer P r o t e c t i o n  Board
New York S t a t e  Department of  Public  .Service (New York)'
New York Telephone Company and New England Telephone and Telegraph Company 

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

(OPASTCO)..
P a c i f i c  Bel l  and Nevada Bel l
P ennsy lvan ia  P ub l ic  U t i l i t y  Commission S t a f f  (Pennsylvania)
P uer to  Rico Telephone Company (Puer to  Rico Telephone)
Roches ter  Telephone Corpora t ion  (Roches te r)
Shenandoah Telephone .Company (Shenandoah)
Southern New England Telephone Company (SNET)
Sou thwes te rn  Bell  Telephone Company (Southwestern B e l l )
P u b l ic  U t i l i t y  Commission of  Texas (Texas)
United Church o f  C h r i s t  O f f i c e  of  Communication ' (UCCOC)
United S t a t e s  Department of  J u s t i c e  (DoJ)
United S t a t e s  Telecommunications Assoc ia t ion  (USTA)
United  Telephone System, Inc .  (Uniced)’
US S p r in t  Communications Company (US S p r in t )
Vermont P ub l ic  Se rv ice  Board (Vermont)
W a i t s f i e l d - F a y s t o n  Telephone Company (W ai t s f ie ld -F a y s to n )
Wisconsin S t a t e  Telephone A ssoc ia t ion  (Wisconsin)
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Proposed Parc 67 Rule Changes 

. ★ ★ * * ★

67.613 Submission o f  Informacion by che Hacional  Exchange C a r r i e r
Associac ion

( a )  On Sepcember 1 o f  each y e a r  a f c e r  1987, che Hacional  Exchange 
C a r r i e r  Associacion s h a l l  f i l e  v ich  Che Commission che informacion  
l i s t e d  below. Informacion f i l e d  v i c h  Che Commission s h a l l  be 
compiled from informacion provided  Co Che A ssoc iac ion  by celephone  
companies pursuanc Co § 67.611.

(1 )  The unsepara ted  loop cosc f o r  each  scudy a rea  and a
na t ionwide-average  unseparaced loop  cose .

(2 )  The -annual amount o f  Che h igh  cosC expense adjuscmenc f o r  
each scudy a r e a ,  and che coca l  na t ionwide  amounc of che
expense adjuscmenc.

(3 )  The d o l l a r  amount and pe rcen tage  o f  Che in c re a s e  in che
nat ionwide average unseparaced loop cosc ,  as  well as che 
d o l l a r  amounc and percen tage  i n c r e a s e  f o r  each scudy a r e a ,  
f o r  Che prev ious  S y e a r s ,  o r  Che number of  years  NECA has 
been re c e iv in g  informacion under § 67.611,  whichever i s  che 
s h o r t e r  cime p e r io d .

67.631 Expense Adjuscmenc

( a )  Uncil  August 31, 1988, f o r  scudy a rea s  r e p o r t i n g  50,000 or fewer 
working loops pursuanc Co § 6 7 . 6 1 1 ( a ) ( 8 ) ,  Che expense adjuscmenc 
( a d d ic io n a l  i n t e r s t a t e  expense a l l o c a t i o n )  i s  equa l  co che sum of  
che fo l lowing :

(b )  Uncil August 31,  1988, f o r  scudy a r e a s  r e p o r t i n g  more Chan 50,000 
working loop t  pursuanc Co § 6 7 .6 1 1 (a ) (8 )  che expense adjuscmenc
(a d d ic io n a l  i n c e r sc a c e  expense a l l o c a t i o n )  i s  equal  co che sum of 
che fo l lowing :
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( c )  Beginning September 1,  1988, f o r  s tudy a r e a s  r e p o r t i n g  200,000
o r  f e v e r  working loops pursuant  to  § 6 7 .6 1 1 (a ) ( 8 ) ,  the  expense 
ad ju s tm en t  ( a d d i t i o n a l  i n t e r s t a t e  expense a l l o c a t i o n )  i s  equal  
to  the  sum of the  fo l low ing :

(1)  S i x t y - f i v e  percen t  o f  the study a rea  average  unsepara ted  loop 
cosc per  working loop as c a l c u l a t e d  pursuan t  to  § 67.622(b)
in  excess  of 113 percen t  o f  the  n a t io n a l  average  f o r  t h i s  
cosc but  n o t  g r e a t e r  than 130 percenp of  the  n a t i o n a l  average 
f o r  t h i s  cosc  as c a l c u l a t e d  pursuant  to  § 67 .622(a )
m u l t i p l i e d  by the  nuaber  o f  working loops r e p o r t e d  in
§ 6 7 .6 1 1 (a K 8 )  f o r  the  s tudy a r e a .

. ( 2 )  S e v e n t y - f i v e  pe rcen t  o f  the  study a re*  average unsepara ted  
loop c o s t  per  working loop a s  c a l c u l a t e d  pu rsuan t  to  
§ ‘ 67.662(b).  i n  excess o f  ISO percen t  of  che n ac iona l  average  
f o r  c h i s  coa t  as  c a l c u l a t e d  pursuanc to  § 67 622(a)
m u l t i p l i e d  by the  number o f  working loops  r e p o r t e d  in
§ 6 7 .6 1 1 (a ) (8 )  f o r  the scudy a re* .

(d)  Beginning September 1,  1988, fo r - scudy  a r e a s  r e p o r t i n g  more chan
200,000 working loops pursuant  to  § .67 .611(a) (8 ) ,  che expense 
adjuscmenc (ad d ic io n a l  i n t e r s t a t e  expense a i l o c a c i o n )  i s  equal  co 
th e  sum o f  che fo l lowing:

(1)  Ten percen t  of  che study a r e a  average unseparaced loop c o s t  
per  working loop as c a l c u l a t e d  pursuan t  to  § 67 .622(b)  in
excess of  113 percen t  of  the  nac io n a l  average f o r  ch is  c o s t
but  noc g r e a c e r  chan 160 perce*.c o f  Che nac ional  average fo r
Chis cosc as ca lcu la ced  pursuanc to  § 67 .622(a )  m u l t i p l i e d  by 
che number of  working loops repo r te d  in § 6 7 .6 1 1 (a ) (8 )  f o r  
the scudy a re a .

(2) T h i r ty  percen t  o f  che study a rea  average unseparaced loop 
c o s t  per  working loop as c a l c u l a t e d  pursuant  co § 67 .622(b)  
in  excess  of  160 percen t  of  che nac iona l  average f o r  t h i s  
cosc but  noc g re a c e r  chan 200 percen t  of che na c io n a l  average 
f o r  ch i s  cosc as c a l c u l a t e d  pursuanc to  § 67 .622(a )
m u l t i p l i e d  by che number of  working loops re p o r te d  in
§ 6 7 .611 (a ) (8 )  f o r  che scudy a r e a .

(3 )  S ix ty  percen t  of  che scudy a r e a  average unseparaced loop c o s t  
per  working loop as ca lcu laced  pursuan t  to  § 67 .622(b)  in
excess of  200 percen t  of che nac iona l  average f o r  ch is  c o s t
but  noc g reac e r  Chan 2S0 percent  o f  che nac iona l  average  f o r
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t h i s  cosc «• c a l c u l a t e d  pursuan t  Co § 67.622( a) m u l t i p l i e d  
by Che number of working loops r epor ted  in  § 6 7 .6 1 1 (e ) (6 )  f o r  
th e  scudy e r e e .

(4 )  S even ty - f ive  pe rcen t  o f  Che scudy e ree  average  unseparaced 
loop cos t  per  vo rk ing  loop as ca lcu laced  pursuan t  to  

’ § 67.622(b) in  excess  of  250 percenc of  che nac iona l  average  
f o r  c h i s  cosc as  c a l cu la ced  pursuanc Co § 67 .622(a )
m u l t i p l i e d  by che number o f  working loops reporced  in  
§ 6 7 .611 (a ) (8 )  f o r  che study,  a r e a .

★ *  *  it *

Subparc C -  L i f e l i n e  Connection A ss is tance  Expense Ai locac ion

67.701 Ceneral

( a )  The L i f e l i n e  Conneccion Assiscance Expense p o r t i o n  of  che 
i n c e r s c a c e  apport ionment s h a l l  c o n s i s t  of  an expense ad jus tm ent  
computed in  accordance wich Chis Subparc.  The expense adjuscmenc 
w i l l  be added to  in c e r s c a c e  expenses and deducted from scace  
expenses f o r  e l i g i b l e  s tudy  a rea s  as  de f ined  in  t h i s  Subparc a f c e r  
a l l  o t h e r  s t e p s  r eq u i re d  by Chis Parc have been completed.

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

DEFINITIONS 

67.711 L i f e l i n e  Conneccion Ass iscance

(a )  For purposes of ch i s  Subparc,  L i f e l i n e  Connection A ss i s t an ce  s h a l l  
d e s c r i b e  Che fo l lowing  l i f e l i n e  celephone a s s i s c a n c e  fo r  e l i g i b l e  
r e s i d e n t i a l  s u b s c r ib e r s  as  def ined  in § 67 .711(b) :

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

(2)  a  d e f e r r e d  schedule  f o r  payment of  t h e  charges As s e s s e d  fo r
commencing s e r v i c e ,  f o r  which the  te lephone company does  not
charge i n c e r e s c .

(b )  In  o r d e r  Co be e l i g i b l e  fo r  a s s i s c a n c e ,  a r e s i d e n t i a l  s u b s c r i b e r  
muse.

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



dace Chat che aaa iacance  desc r ibed  in  §§ 6 7 .7 1 1 (a ) (1 )  a n d / o r  
§ 67 .71 1 (a ) (2 )  i a  reques ted  from che Celephone company;

(2 )  noc have rece ived  aaa iacance  purauanc Co §§ 6 7 .7 1 1 (a ) (1 )
a nd /o r  67 .711(a7(2) v i t h i n  che laac  cwo y e a r s ,  wich r e c e i p t

- of  auch aaa iacance  Co be oeaaured from the dace of  i n i t i a t i o n
of  Che te lephone aervice.  f o r  which aaa iacance  waa p rov ided ;

(3 )  noc be a dependent f o r  f e d e r a l  income tax  purposes aa de f ined
in  26 U.S.C.  § 132 (1986) u n le s s  che aubac r ibe r  i a  more chan 
60 yeara  of  age;  and

(4 )  meet Che requiremenca o f  a acace e s t a b l i s h e d  income c e s t .

( c )  Charges as ses sed  f o r  commencing s e rv ic e  inc lude  any s t a t e  t a r i f f e d  
charges  l e v i e d  f o r  connecting a s u b s c r ib e r  co Che network.  These 
charges  do noc inc lude  s e c u r i t y  deposic  requiremenca .

TELEPHONE COMPANY ELIGIBILITY

.721 Telephone Company E l i g i b i l i t y  f o r  L i f e l i n e  Conneccion 
A ss i s t an ce  Expense A l lo c a t io n

( a )  In  o rd e r  Co be e n t i t l e d  Co Che a d d ic io n a l  i n c e r s c a c e  expense 
adjuscmenc d esc r ibed  in ch is  Subparc a Celephone company:

(1)  muse prov ide L i f e l i n e  Conneccion Ass iscance  as de f ined  in  
§§ 6 7 .711 (a ) (1 )  and /or  6 7 .711 (a ) (2 )  .Co e l i g i b l e  subscribers 
as de f ined  in  § 67 .711(b ) ;

(2)  shall verify chac subscribers meet Che eligibility criceria
sec ouc in §§ 6 7 . 7 1 1 ( b ) ( l ) - ( 2 )  provided chat:

( i )  v e r i f i c a c i o n  of  s u b s c r ib e r  e l i g i b i l i t y  by d es ig n a ted
scace officials may be substituted for verificacion by 
Che celephone company;

( i i )  i f  a scace  determines chac i c  i s  a d m i n i s t r a t i v e l y  o r  
economica lly  i n f e a s i b l e  f o r  che scace or  celephone 
company co v e r i f y  the  e l i g i b i l i t y  c r i c e r i a  d esc r ibed
in  §§ 67 .7 1 1 (b ) (1 )—(2) when che n e c e s s a ry  informacion  
muse be provided by a celephone company o r  agency
o u t s id e  che s cace ,  o r  when ch i s  d e te rm in a t io n  i s  made 
in  ocher  s p e c i f i e d  c i rcum stances ,  s e l f - c e r t i f i c a c i o n  of  
Chese c r i c e r i a  w i l l  be al lowed;



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

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

(4)  s h a l l  f i l e  informacion wich .che Commission S ec reca ry  
dem onst ra t ing  chac i c  i s  e l i g i b l e  f o r  che a d d i c i o n a l  
i n c e r sc a c e  expense ad ju s tm en t .

(b)  The a d d i c io n a l  in c e r s c a c e  expense adjuscmenc s h a l l  be e f f e c t i v e  as  
soon as  Che Commission c e r t i f i e s  t h a t  Che scace or  l o c a l  ce lephone  
company i s  e l i g i b l e  f o r  Che a d d ic io n a l  i n t e r s t a t e  expense 
adjuscmenc,  Che l o c a l  exchange company f i l e s  Che d a t a  r e q u i r e d  
by § 67.731 wich che N a t iona l  Exchange C a r r i e r  A s s o c i a t i o n ,  and
Che r e l e v a n t  C a r i f f  p r o v i s io n s  become e f f e e c i v e .

DATA COLLECTION

731 Submission o f  informacion co che Nacional  Exchange C a r r i e r  
A ssoc iac ion .

(a )  In o rd e r  Co a l low c a l c u l a t i o n  of  Che l i f e l i n e  expense adjuscmenc 
each l o c a l  celephone company wishing co r e c e iv e  th e  a d d i c io n a l  
i n c e r s c a c e  expense a i l o c a c i o n  provided fo r  in  ch is  Subparc s h a l l  
p rovide  Che Nacional Exchange C a r r i e r  Associac ion  e s t a b l i s h e d  
pursuan t  Co Parc 69 of  che Commission's r u l e s  wich th e  in formacion 
l i s t e d  below fo r  each of  i c s  scudy a r e a s .  The in fo rm at ion  f o r  
Che succeeding ca l e n d a r  y ea r  i s  co be f i l e d  wich che Assoc iac ion  
on June 30ch of each year  a f t e r  c e r t i f i c a t i o n  of  che p lan by che 
Commission pursuanc Co § 6 7 .721 (b ) .  The in fo rm at ion  f i l e d  on June 
30ch of  each year  w i l l  be used in che j u r i s d i c t i o n a l  a l l o c a t i o n s  
under ly ing  the  cosc supporc daca f o r  che access  C a r i f f s  co be 
f i l e d  che fo l lowing  October .

(1)  an e s t i m a t e  of  che number of e l i g i b l e  households which v i l l  
r e c e iv e  Che l i f e l i n e  a s s i s c a n c e  desc r ib e d  in § 6 7 .7 1 1 (a ) (1 )  
pursuant  Co a l i f e l i n e  a s s i s c a n c e  program which has rece iv ed  
Commission c e r t i f i c a t i o n .

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

(3)  an e s t i m a t e  of  Che number of  e l i g i b l e  aub ac r ib e ra  which w i l l  
r e c e iv e  che l i f e l i n e  aaa iacance  descr ibed  in  § 6 7 . 7 1 1 ( a ) ( 2 ) .

(4)  an e s t i m a t e  of  the  average d e fe r red  in c e r e a c  coaC f o r  each 
a u b a c r ib e r ,  provided chac:

( i )  Che d e f e r r e d  aaounc on which Che coac o f  inc e reac  a h a l l  
be ca l c u la c e d  i a  noc Co exceed $200.00; and

( i i )  i n c e r e a c  a h a l l  be a pp l ied  only  co aoounca a c t u a l l y  
o u t s t a n d in g ,  ac Che race  f o r  10-year Treasury  B i l l s  . on 
January  1 of  each y e a r ,  v ic h  che i n c e r e s c  r ace  ad juaced  
on ly  v ic h  each  f i l i n g .

(b )  I n  Che evenc chac ch ia  a d d ic io n a l  i n c e r sc a c e  expense a i l o c a c i o n  i s  
co . h e  i n  e f f e c c  for a given acudy a rea  f o r  l e s s  chan a f u l l  
c a l e n d a r  y e a r ,  che c a r r i e r  i a  co submit Che informacion d e s c r ib e d  
in  §§ 6 7 . 7 3 1 ( a ) ( l ) - ( 4 )  ad juaced  Co r e f l e c c  Che number of
a u b s c r ib e r s  and che re levanc  cos ta  f o r  Che porcion  of  che y e a r  
dur ing  which Chis expense adjuscmenc w i l l  be in  e f f e c t  as  pare of  
i t s  § 6 7 .7 2 1 (a ) (4 )  submission co Che Commission. These daca  s h a l l  
be f i l e d  wich HECA ac Che aame Cime Chey a r e  f i l e d  v ic h  che 
Commission

CALCULATION OF LIFELINE CONNECTION ASSISTANCE EXPENSE ADJUSTMENT 

67.741 Expenae Adjuscmenc

(a )  The a d d ic io n a l  in c e r sc ace  expense a l l o c a t i o n  s h a l l  be c a l c u la c e d  
by adding che fo l low ing :  (1)  che number of  households provided
purauanc cc § 6 7 .7 3 1 (a ) (1 )  cimes che d o l l a r  amounc provided
purauanc co § 6 7 .7 3 1 (a ) (2 ) :  and (2)  che number of households
provided pursuanc Co § 6 7 .7 3 1 (a ) (3 )  cimes the  d o l l a r  amounc 
provided pursuan t  co § 6 7 .7 3 1 (a ) ( 4 ) .

(b )  The expense adjuscmenc c a l c u l a t e d  pursuanc co § 67 .741(a )  s h a l l  be
ad jusced  each yea r  co r e f l e c c  che ' a c t u a l  number of  l i f e l i n e  
rec ip ience*and  the  a c t u a l  d o l l a r  amounc of  che b e n e f i c s  provided  
Co Chem in  Che prev ious  y e a r .  I f  che acCual b e n e f i c s  provided in  
a given c a l e n d a r  year  exceed che e s t im a ted  benef ic s  f o r ' c h a c  y e a r  
c a l c u la c e d  pursuanc to  § 67 .741 (a ) ,  ch i s  d i f f e r e n c e  s h a l l  be added 
co Che amount c a l c u l a t e d  pursuanc Co § 67 741(a)  f o r  Che fo l lowing  
y e a r .  I f  che a c t u a l  benef ics  provided in  a given year  a r e  l e s s  
Chan che estimated, amounc f o r  chac year  c a l cu la ced  pursuanc co 
§ 6 7 .7 4 1 (a ) ,  ch i s  d i f f e r e n c e  a h a l l  be s u b t r a c t e d  from che amounc
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c a l c u l a t e d  pursuan t  to  § 67 .741(a )  f o r  the  fo l lowing  y e a r .

( c )  A p r o - r a t a  sha re  o f  the  expense ad jus tment c a l c u l a t e d  pursuanc 
to  § 6 7 . 7 4 1 (a ) - (b )  s h a l l  be s u b t r a c t e d  from the  i n t r a s t a c e
expenses f o r  each accounc desc r ibed  below as ca l c u la c e d  purauanc 
t o  the  p reced ing  Subpar ts  o f  Pa r t  67 and added to  che i n t e r s t a t e  
expcnsas fo r  each such account  c a l c u l a t e d  pursuan t  to  the
preced ing  Subpar ts  of  P a r t  67.  The p r o - r a t a  sha re  f o r  each
accounc s h a l l  be c a l c u l a t e d  by m u l t ip ly in g  .the coca l  i n t e r s t a t e  
expenae adjuscmenc by the  r a t i o  of  Che unseparaced expenses f o r
the  account  invo lved  to the  unseparaced expenses fo r  a l l  o f  che
accounts  l i s t e d  below:

Accounts 602 .1-602 .8  -  Repai rs  o f  o u t s i d e  p la n t

Accounc 603 -  Tes t  desk  work

Accounc 604 -  Repa i rs  of  c e n t r a l  O f f i c e  equipment 

Account 643 -  Local Commercial o p e r a t io n s  

Accounts 662 -  Revenue Accounting Expenses

Proposed P a r t  69 Rule Changes 

* * * * *

69.2  D e f i n i t i o n s
★ * ★ * ★

(hh) Level I C o n t r ib u to r s  -  Telephone companies chat  a re  noc 
a s s o c i a c io n  Common Line c a r i f f  p a r t i c i p a n t s ,  f i l e  t h e i r  own Common 
Line C a r i f f s  e f f e c t i v e  A pr i l  1, 1989, and had a lower chan average
Common Line revenue requ iremen: per  minute of  use in  1988 and thus
were ne t  c o n t r i b u t o r s  ( i . e .  had a n e g a t iv e  n e t  ba lance)  co che
a s s o c i a c io n  Common Line pool in 1988.

( i i )  Level I Rece ivers  -  Telephone companies thac  a r e  noc a s s o c i a c io n  
Common Line c a r i f f  p a r t i c i p a n t s ,  f i l e  t h e i r  own Common Line 
c a r i f f s  e f f e c t i v e  A pr i l  1,  1989, and had a h igher  Chan average  
C a r r i e r  Common Line revenue requi rement per  minute of use in 1988 
and thus  were n e t  r e c e i v e r s  ( i . e .  had a p o s i t i v e  n e t  ba lan ce )  
from che a s s o c i a t i o n  Common Line pool in  1988.

(1)

(2)

(3)

(4)

(5)



( j j )  Level  I I  C o n t r i b u to r !  -  A te lephone  company o r  group o f  a f f i l i a t e d  
te lephone  companies v i t h  f e v e r  than 300,000 access  l i n e s  and Less 
than  $150 m i l l i o n  in  annual  o p e ra t in g  revenues t h a t  . i s  no t  an 
a s s o c i a t i o n  Comaon Line t a r i f f  p a r t i c i p a n t ,  f i l e s  i t s  ovn Common 
Line t a r i f f  e f f e c t i v e  .January 1,  1990, and t h a t  had a l o v e r  than  
average  -Comaon Line revenue requi rement per  minute o f  use in  1988 
and thus  vas a ne t  c o n t r i b u t e r  ( i . e . ,  had a n e g a t iv e  n e t  b a l a n c e )  
to  the  a s s o c i a t i o n  Common Line pool in  1988*

' '■
(kk) Level  I I  Rece ivers  -  A telephones company o r  group of  a f f i l i a t e d  

. te lephone companies v i t h .  f e v e r  than 300,000 access  l i n e s  and l e s s  
than  $150 m i l l i o n  in  annual o p e ra t in g  revenuea tha c  i s  noc an 
a s s o c i a t i o n  Common Line C a r i f f  p a r t i c i p a n t ,  f i l e s  i c s  ovn Common
Line t a r i f f  e f f e c t i v e  January  1, 1990, and t h a t  had a h ig h e r  chan
average C a r r i e r  Common Line revenue requiremenc per  minute  of  use 
i n  1988 and thus vas a ne t  r e c e i v e r  ( i . e . ,  had a p o s i t i v e  ne t  
b a lance )  from the  a s s o c i a c io n  Common Line pool in  1988.

(11) "Long Term Supporc" (LIS) means funds provided by te lephone
companies chat  a r e  noc a s s o c ia c io n  Common Line t a r i f f  p a r t i c i p a n t s  
to  a s s o c i a c io n  Common Line t a r i f f  p a r t i c i p a n t s .  LTS enab les
a s s o c i a c i o n  Comaon Line C a r i f f  p a r t i c i p a n t s  Co charge  . a C a r r i e r
Common Line (CCL) r a t e  equ iva len t  to the  CCL race  t h a t  vould 
r e s u l t  i f  a l l  te lephone  companies p a r t i c i p a t e d  in  che a s s o c i a t i o n  

. Common Line C a r i f f .

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

F i l i n g  of  acces s  s e r v i c e  C a r i f f s

* * * * *

(e )  (1)  Such a C a r i f f  must c ro s s  r e fe re n c e  a s s o c i a c io n  charges  fo r
the C a r r i e r  Common Line and End User Comaon Line element o r  
elements i f  such company o r  companies p a r t i c i p a t e  in  Che 
pooling of  revenues and revenue, r e q u i r e m e n t s ,  f o r  such 
elements*

( e )  (9)  A celephone company o r  group of a f f i l i a t e d  te lephone
companies cha t  e l e c t s  to  f i l e  i c s  own Common Line c a r i f f



e f f e c t i v e  A pr i l  1, 1989 s h a l l  n o t i f y  the  a s s o c i a t i o n  not  
l a t e r  than  August 30 of the  preceding  y ea r  t h a t  i t  w i l l  no 
lo nger  p a r t i c i p a t e  in  the a s s o c ia c io n  C a r i f f .  A te le p h o n e  
company o r  group of  a f f i l i a t e d  celephone companies tha c  
e l e c t s  to  f i l e  i t s  own Common Line t a r i f f  e f f e c t i v e  J a n u a ry  
1, 1990, o r  t h e r e a f t e r  pursuanc to S ec t ion  6 9 . 3 ( a ) ,  s h a l l
n o t i f y  che a s s o c ia c io n  not  l a t e r  than  June 30 o f  the  
preceding  yea r  t h a t  i t  w i l l  no longer  p a r t i c i p a t e  in  che 
a s s o c i a c io n  c a r i f f .  A Celephone company or* group of  
a f f i l i a t e d  celephone companies cha t  e l e c t s  t o  f i l e  i t s  own 
Conson Line c a r i f f  f o r  one of  i c s  scudy a r e a s  s h a l l  f i l e  i c s  
own Couuon Line t a r i f f ( s )  f o r  a l l  of  i t s  s tudy  a r e a s .

.4  Charges to  be f i l e d

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

( c )  For a l l  t a r i f f s  f i l e d  with  t h i s  Commission chac become e f f e c t i v e  
a f c e r  Kerch 31,  1989,- che c a r r i e r ' s  c a r r i e r  charges  f o r  a cc es s  
s e r v i c e  s h a l l  i nc lude  charges f o r  each  of  the elemen ts  l i s c e d  in 
S ec t ion  69 .4 (b )  and f o r  each of che fo l lowing  e lements :

(1)  Universa l  S e rv ice  Fund

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

5 Persons to  be as ses sed

* ★ * ★ *

(d) Beginning A pr i l  1, 1989, U niversa l  S e rv ice  Fund and L i f e l i n e
A ss iscance  charges '  s h a l l  be as ses sed  upon a l l  incerexchange
c a r r i e r s  chac use lo c a l  exchange swi tch ing  f a c i l i t i e s  f o r  che
p ro v i s io n  of  i n t e r s t a t e  or fo re ign  te lecommunicat ions  s e r v i c e s  and 
chac have a t  l e a s t :  (1)  one percen t  of  che coca l  common l i n e s  
p re su b sc r ib ed  to  incerexchange c a r r i e r s  in  a l l  scudy a r e a s ;  o r  (2) 
f i v e  pe rcen t  of  che p resubsc r ibed  l i n e s  in any s tudy  a r e a  and a 
minimum o f  one thousand p resubsc r ibed  l i n e s  in cha t  s tudy  a r e a .
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* *  * * *

( c )  Except as  provided in subsecc ions  6 9 . 1 0 4 ( d ) - ( h ) , che s i n g l e  l i n e  
r s c e  o r  charge s h a l l  be computed by d iv i d in g  o n e - tw e l f th  of  che 
p r o j e c t e d  annual  revenue requi rement f o r  t h e  End User Cocmon Line 
element by th e  p ro je c te d  average number of l o c a l  exchange s e r v i c e  
s u b s c r ib e r  l i n e s  i n  use du r ing  such annual  p e r io d .

(d)  I f  Che monthly charge computed in accordance with  ' subsec t ion  
69 .104(c )  exceeds §6,  the  charge f o r  each l o c a l  exchange s e r v i c e  
s u b s c r ib e r  l i n e ,  except  a r e s i d e n t i a l  l i n e ,  a s i n g l e - l i n e  b u s ines s  
l i n e ,  o r  a l i n e  used f o r  Cencrex-CO s e r v i c e  thac  was i n  p la c e  or  on 
o rd e r  as of  J u l y  Z7, 1983, s h a l l  be $6.

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

( f )  Except as  provided in  subsecc ions  69.104(j, ) and (It),  Che charge  
f o r  each r e s i d e n t i a l  lo c a l  exchange s e r v i c e  s u o s c r ib e r  l i n e  s h a l l  
be che same a s  the charge f o r  each s i n g l e  l i n e  bus iness  lo c a l  
exchange s e r v i c e  s u b s c r ib e r  l i n e .

(g)  A l i n e  shalL be deemed >.o be a r e s i d e n t i a l  l i n e  i f  che s u b s c r i b e r  
pays a r a c e  f o r  such l i n e  chac i s  d esc r ibed  as a r e s i d e n t i a l  race  
in che lo c a l  exchange s e rv i c e  C a r i f f .

(h)  A l i n e  s h a l l  be deemed co be a s i n g l e  l i n e  bus ines s  l i n e  i f  che 
s u b s c r ib e r  pays a race  chac i s  noc desc r ibed  as  a r e s i d e n t i a l  race  
in che loc a l  exchange s e rv ic e  c a r i f f  and does noc o b t a in  more chan 
one such l i n e  from a p a r t i c u l a r  Celephone company.

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

( j )  The End User Common Line charge f o r  a r e s i d e n t i a l  s u b s c r i b e r  ' s h a l l  
be 50Z o f  che charge s p e c i f i e d  in  subsecc ions  69 .104(c )  and (d)  i f  
che r e s i d e n t i a l  l o c a l  exchange s e rv i c e  r ace  f o r  such s u b s c r ib e r s  i s  
reduced by an eq u iv a le n t  amount, provided chac such lo c a l  exchange 
ae rv i c e  race  r educ t ion  ia  based upon a means cesc  chac i s  s u b j e c t  
co v e r i f i c a c i o n .

69.104 End u s e r  common l i c e
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(k )  (1)  The End User Common Line charge f o r  r e a i d e n c i a l  a u b a c r ib e r a  
a h a l l  be reduced Co che excenc o f  che acace a a a ia c a n c e  aa 
ca lcu laced  in  aubaeccion ( k ) ( 2 )  of  chia aecc ion ,  o r  waived i n  
f u l l  i f  che acace aaa iacance  equala o r  exceeds che
r e a i d e n c i a l  End Uaer Common Line charge  under che 

• c i rcumstances  deac r ibed  below. In  o rde r  Co q u a l i f y  f o r  ch ia  
w aiver ,  Che a u b ac r ib e r  nuac be e l i g i b l e  f o r  and r e c e i v e
aaa iacance  or  b enef i ca  provided purauanc Co a na r row ly  
ta rgecced  Celephone company l i f e l i n e  aaa iacance  program, 
r e q u i r i n g  v e r i f i c a c i o n  o f  e l i g i b i l i c y ,  - implemented by Che 
acace or  lo c a l  celephone company. A acace o r  l o c a l  ce lephone 
company wiahing Co implement Chia End Uaer Common Line 
reducc ion  o r  waiver  f o r  i ca  aubac r ibe ra  a h a l l  f i l e
informacion wich Che Commiaaion Sec re ta ry  demonacracing chac
ic a  plan m«eca Che c r i c e r i a  aec out i n  ch ia  aecc ion  and
abowing che amounc of  aCate asa isCance per  a u b a c r ib e r  as- 
deacr ibed  in  aubaeccion (k ) ( 2 )  o f  ch i s  a e c c io n .  The 
reducc ion o r  waiver of  che End Uaer Common Line charge a h a l l .  
be' a v a i l a b l e  as  soon aa che Commission c e r t i f i e s  cha t  che 
a tace  or  l o c a l  celephone p lan  a a c i s f i e s  che c r i c e r i a  sec ouc 
in  chia aubaeccion and che relevanc c a r i f f  p ro v is io n s  become 
e f f e c t i v e *

• . •
1 I  ( 2 ) ( i )  The scace aaa iacance  pe r  s u b s c r ib e r  s h a l l  be equa l  to  che

e  d i f f e r e n c e  between che charges. co be paid by che
p a rc i c ip a c in g  s u b s c r ib e r s  and Chose co be paid by ocher  
s u b s c r ib e r s  -for  comparable monchly lo c a l  exchange s e r v i c e ,  
s e rv i c e  connec tions  and customer d e p o s i t s ,  except  chac 
benef ica  or  a s s i s t a n c e  f o r  connec tion  charges  and depos ic  
requirements  may only  be counced once a n n u a l ly .  In  o rd e r  co 
be inc luded  in c a l c u l a t i n g  che acace a s s i s c a n c e ,  such 
benef ica  must be f o r  a s in g l e  celephone l i n e  co che 
househo ld ' s  p r i n c i p a l  r e s id e n c e .

( i i )  The monchly s t a t e  asaisCance  per  p a r c i c ip a c in g  s u b s c r i b e r '  
a h a l l  be c a l c u l a t e d  by adding che amounts c a l c u la c e d  in  
paragraphs ( k ) ( 2 ) ( i i ) ( A )  and (B) o f  t h i s  s e c t i o n .

(A) The amounc o f  che monchly acace a s s i s c a n c e  per  
p a r c i c ip a c in g  s u b s c r ib e r  f o r  loc a l  exchange s e r v i c e  s h a l l  be 
ca lcu laced  by d iv i d in g  che annual  d i f f e r e n c e  becween charges  
paid by a l l  p a r c i c ip a c in g  s u b s c r ib e r s  f o r  r e s i d e n c i a l .  l o c a l  
exchange s e r v i c e  and che amounc which would have been charged 
Co n o n -q u a l i fy in g  s u b s c r ib e r s  f o r  comparable s e r v i c e  by 
twelve t imes Che number of  s u b s c r ib e r s  p a r c i c ip a c in g  in che 
scace aaa iacance  program. Escimaces may be used when 
h i s t o r i c  daca a r e  noc a v a i l a b l e .
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(B) 'The amounc of  che monchly a t ace  aaa iaca n ce  f o r  a e r v i c e  
connec tions  and cuacoaer d e p o s i t s  per  p a r t i c i p a t i n g  
s u b s c r i b e r  a h a l l  be ca lcu laced  by de te rm in ing  Che annual  
aaounc of  the  r e d u c t io n s  in  th e se  charges  f o r  p a r c i c i p a c i n g  
s u b s c r ib e r s  each y ea r  and d iv id ing -  ch is  amounc by twelve 
Cimes Che nuaber o f  p a r c i c ip a c in g  s u b s c r i b e r s .  Es t im a tes  may 
be uaed-when h i s t o r i c  daca a r e  noc a v a i l a b l e .

(1)  In conneccion wich t b’i f i l i n g  of  acces s  t a r i f f s  pursuanc co
S ec t ion  6 9 . 3 ( a ) ,  celephone companies'  s h a l l  c a l c u l a t e  f o r  che 
a s s o c i a t i o n  c h e i r  p ro jec ted  revenue requiremenc a t t r i b u t a b l e  
Co Che o p e ra t io n  of  Seccions 6 9 . 1 0 4 ( j ) - ( k ) .  The a s s o c i a c io n  

' s h a l l  add such amounca Co Che L i f e l i n e  A s s i s t a n c e  revenue 
requi remenc,  b i l l  and c o l l e c t  auch amounts from incerexchange  
c a r r i e r s  purauanc cc Seccions 69 .116-69 .117 ,  and d i s t r i b u t e  
Che funda co q u a l i f y i n g  celephone companies pursuanc co 

- Section- 6 9 .603 (d ) .  ’

(or) No charge s h a l l  be assessed  f o r  any WATS access  l i n e .

69.105 C a r r i e r  Common Line

(a )  A charge  th a c  i s  expreased in  d o l l a r s  and c en t s  per  acc es s  minuce 
o f  uae a h a l l  be a s se s se d  upon a l l  incerexchange c a r r i e r s  chac use 
l o c a l  exchange cosnon l i n e  f a c i l i t i e s  f o r  Che p r o v i s io n  of  
i n c e r s t a c e ' o r  fo r e ig n  celecommunicacions s e r v i c e s ,  except  cha t  che 
charge  s h a l l  noc be as ses sed  upon incerexchange  c a r r i e r s  to  che 
excenc they r e s e l l  HTS or HTS-cype s e r v i c e s  of  ocher  common 
c a r r i e r s  (OCCs).

(b) (1)  The C a r r i e r  Common Line charge of  a s s o c i a c io n  Common Line
c a r i f f  p a r c ic ip an c s  s h a l l  be computed by d i v i d i n g  Che 
p ro je c te d  C a r r i e r  Common Line revenue requiremenc of such 
Celephone companies, plus Che p r o j e c t e d  C a r r i e r  Common Line 
revenue requiremenc of  celephone companies chac a re  noc 
a s s o c ia c io n  Common Line c a r i f f  p a r c i c i p a n c s ,  by Che p r o j e c t e d  
annual  access  minuces of use f c r  a l l  i n c e r s c a c e  and 
i n t e r n a t i o n a l  s e rv ic e s  chac use l o c a l  exchange common l i n e  
f a c i l i t i e s  and a re  s u b je c t  Co charges  under parag raph  ( a )  of  
Chis s ecc io n .  Each minuce of use o f  any l o c a l  exchange common 
l i n e  by -such s e r v i c e s  s h a l l  be counted f o r  purposes of  

• computing chia  charge .  Telephone companies chac -are noc 
a s s o c ia c io n  Common Line C a r i f f  p a r t i c i p a n t s  s h a l l  submic co 
che Commission and co che a s s o c i a t i o n  whacever d a t a  che 
Commiaaion s h a l l  determine a r e  n ece ss a ry  Co c a l c u l a t e  ch i s  
charge .



(2 )  The C a r r i e r  Comoon Line ch a rg e (s )  of  Celephone companies chac 
e r e  no t  a s s o c i a t i o n  Common Line C a r i f f  pa rc ic ipanc s  s h a l l  be 
computed ac che l e v e l  of  C a r r i e r  Common Line acc ess  element 
ag g reg a t io n  s e l e c t e d  by such celephone companies pursuanc co 
Seccion 6 9 . 3 ( e ) ( 7 ) .  The charge f o r  each such element s h a l l  
be computed by d iv id in g  che p ro je c te d  ■ C a r r i e r  Common Line 
revenue requiremenc by Che p ro je c te d  annual  a c c e s s  minu tes 
f o r  a l l  i n c e r s t a c e  o r  fo r e ig n  s e r v i c e s  chat  use l o c a l  exchange 
common l i n e  f a c i l i c i e s  r e l a t e d  Co such, revenue requ iremenc.

* * * * *

69.116 Universa l  Serv ice  Fund 

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

( a )  A charge Chac i s  expressed  in  d o l l a r s  and cen t s  per  l i n e  per  monch 
s h a l l  be a s s e s se d  upon a l l  incerexchange  c a r r i e r s  chac use l o c a l  
exchange swi tch ing  f a c i l i c i e s  f o r  che p rov is ion  of  i n t e r s t a t e  o r  
f o r e i g n  te lecommunications  s e rv i c e s  and chac have ac l e a s e :  (1)  
one pe rce n t  of  Che cocax common l i n e s  p re subsc r ibed  to

. incerexchange c a r r i e r s  in  a l l  s tudy a r e a s ;  o r  (2)  f i v e  percenc o f  
Che p re subsc r ibed  l i n e s  in  any scudy a rea  and a minimum £*f#*3ne
chousand p resubsc r ibed  l i n e s  i n  chac study  a r e a .  * •

« . ,
(b)  The charge s h a l l  be computed by Che a s s o c i a t i o n  on a semi-annual  

b a s i s  by d iv i d in g  one-Cwelfch of  che p ro je c te d  annual  U n ive rsa l  
S e rv ice  Fund revenue requiremenc by Che t o t a l  number o f  common 
l i n e s  p resubsc r ibed  co incerexchange  c a r r i e r s  de f ined  in  Seccion 
6 9 .1 1 6 (a ) .  The a s s o c ia c io n  s h a l l  b i l l  and c o l l e c c  che cha rge ,  and 
d i s b u r s e  a s s o c i a t e d  revenue,  on a monchly b a s i s  purauanc co Seccion 
6 9 .6 0 3 (c ) .

( c )  Telephone companies s h a l l  provide co che a s s o c ia c io n  che d a t a
n e c e ss a ry  to  compute che charge .  These d a t a  s h a l l  inc lude  che 
number o f  p resubsc r ibed  common l i n e s  in  each scudy a r e a  and che 
number of chose l i n e s  a s s o c i a t e d  with each incerexchange c a r r i e r  
s e rv in g  chat  scudy a r e a .  In a s tudy a rea  served by a s i n g l e
in te rexchange  c a r r i e r ,  a l l  common l i n e s  s h a l l  be cons idered  as 
p re subsc r ibed  Co chac incerexchange c a r r i e r .  Informacion
concern ing  p re subsc r ibed  common l i n e s  s h a l l  be f i l e d  wich che
a s s o c i a c io n  on June 30 and January  2 o f  each y ea r ,  beg inning on 
June 30, 1988. P resubsc r ibed  common l i n e  da ta  f i l e d  on June 30 
s h a l l  be c a l c u la c e d  as of  December 31 of  che preceding  y e a r ,  and 
presubac r ibed  common l i n e  d a t a  f i l e d  on January  2 s h a l l  be
c a l c u la c e d  as of June 30 o f  che preceding year !



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

E f f e c t i v e  A pr i l  1,  1989:
4

( a )  A charge  t h a t  i s  expressed  in  d o l l a r s  and c e n t s  per  l i n e  p e r  month 
s h a l l  be a s s e s se d  upon a l l  incerexchange c a r r i e r s  t h a t  uae l o c a l  
exchange sw i tch ing  f a c i l i c i e s  f o r  che p ro v i s io n  o f  i n c e r s c a c e  o r  
f o r e ig n  telecommunicat ions  s e r v i c e s  and Chat have a t  l e a s t :  (1)  
one pe rce n t  of  che coca l  common l i n e s  p r e s u b s c r ib e d  Co 
incerexchange c a r r i e r s  in  a l l  s tudy a r e a s ;  o r  (2)  f i v e  p e r c e n t  o f  
che ' p r e s u b s c r ib e d  l i n e s  in  any study a r e a  and a minimum o f  one 
thousand p re subsc r ibed  l i n e s  in  Chat scudy a r e a .

(b )  The charge s h a l l  be computed by the  a s s o c i a c io n  on a • semi-annua l  
b a s i s  by d iv i d in g  che sum of  onc-cve l fch  of  Che p r o j e c t e d  annual  
L i f e l i n e  A s s i s t a n c e  revenue requirement and o n e -c v e l f c h  of  che 
pro jecced  annual  revenue requiremenc c a l cu la ced  by a l l  te lephone  
companies pursuanc Co Seccion 69.104(1) by Che number o f  common 
l i n e s  p resubsc r ibed  co incerexchange  c a r r i e r s  d e f i n e d  in  S ec t ion

. 6 9 .1 1 7 (a ) .  The a s s o c i a c io n  s h a l l  b i l l  and c o l l e c t  che c h a rg e ,  and 
d i s b u r s e  a s s o c i a t e d  revenue ,  on a monchly b a s i s  pu rsuan t  co Secc ion 
6 9 .6 0 3 (d ) .  .

( c )  Telephone companies s h a l l  provide co Che a s s o c ia c io n  che daca 
n ece s s a ry  Co compute che c h a rg e .  These d a t a  s h a l l  i nc lude  che 
number o f  p resubsc r ibed  common l i n e s  in  each scudy a r e a  and Che 
number of  those  l i n e s  a s s o c i a t e d  wich each  incerexchange  se rv ing  
Chat scudy a r e a .  In a scudy a rea  served-by  a s in g l e  incerexchange

, c a r r i e r ,  . a l l  common l i n e s  s h a l l  be cons ide red  as p re subsc r ibed  co 
Chat incerexchange c a r r i e r .  Informtc ion  concerning  p re s u b s c r ib e d  
common l i n e s  s h a l l  be f i l e d  with  che a s s o c i a t i o n - o n  June 30 and 
January  2 of  each y e a r ,  beginning on June 30, 1988. P resubsc r ibed  
comaon l i n e  da ta  f i l e d  on June 30 s h a l l  be c a l c u l a t e d  as of  
December 31 of  che preceding  y e a r r and p re subsc r ibed  common l i n e  
daca f i l e d  on January  2 s h a l l  be c a l cu la ced  as of  June 30 of  che 
preceding  y ea r .

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

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

( a )  Except  as provided in Sec t ions  69.104 and* 69 .204,  che End User
Common Line charge f o r  s i n g l e  l i n e  b u s ines s  s u b s c r i b e r s ,  s i n g l e
l i n e  r e s i d e n t i a l  s u b s c r i b e r s , ,  and m u l t i - l i n e  r e a i d e n c i a l  
s u b s c r ib e r s  s h a l l  be* che l e s s e r  o f  che charge computed in  Seccion 
69 .104(c )  or  $2 per  l i n e  per  monch u n t i l  Hay 31, 1987; $2.60 per
l i n e  per  monch dur ing  che per iod  from June 1, 1987 chrough Augusc
31,  1988; $3.20 per  l i n e  per  monch dur ing  che period  from


