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INTERIM OPINION

ion Suanary .

mh;s decision implements the Moore Univers al Telephoﬁe
Service Act! which became law in Septenmber 198%. The Aet iz the
Le gxglauu*e'ﬁ response to potential increases in telephone bills due
to the breakup of American Telephone and Tplegraph Company's, (AT&T)
Bell System. The Act is intended %o provide affordable local
telephone service for the needy, the invalid, the.elderly;vand rural
customers. The Act mandates that this Commission establish a |
subcidized telephone service funded by 2 limited tax on suppliers of
intrastate telecommunications service. | | |

As permitted by this new law, the Commission, by this
decision, estadblishes eligibility for the subsidy haced on =z
household income <ozt of zpproximately 311,000 or less per year;
subsidy, as provided by law, applies only 4o service~to‘the
recipient's principal place of residence, and only to 2 single
telephone line to that residence.

The Commission establishes procedures fo‘ determining
igivili<y based on self-c_rulfzcation as permitted by the Act.

a

' AR 1%48, Ch. 1143, Stats. 198%.
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certification will be 2 simple statement Liled by the customer-

applicant with the applicant's local telephone c¢company. Telephone
corpanies will provide all their customers with information on the
progran including a form to be returned by those who qualify. This

will be done once per year or at any time the qualifying criteria for
recipiento ¢hange.

The Universal lifeline service provided will include
installation of service, limited to once per year, an allowance for 2
telephone inst trument, a dial tone including access 1ine and any
mileage rate increment charges, unlimited incoming calls, and local
calling based on whether 2 recipient is in 2 measured or unmeasured
service aresa. In areas where measured service is offered the ‘
recipients will receive a local ca‘ling allowaﬁce, if ohly £lat rate
service is available custozers will receive unlimited local calling.
' Rates for the service will be one-half of the measured
service rate, or flat rate if that is not available, of the telephbone
conpany serving the recipient’'s exchange area. For‘installation,,'
recipients will be charged one~half of the normal required
installation charges limited %0 one subsidized installation per
year. ZRecipients will have three months 4o §ay;the reduced
installation charges. No deposit will be required for establishment
of service if no bills are outstanding. Details on how to estadblish
service will be developed by the Commission'through;a general order
whick is expected generally to follow tariff rules and regulations
now in effect for most telephone companies.

As prov‘ded for under the Moore Act the progran will be
supported By a2 4% tax on iatrastate, interIATA toll calls. The
Commission deterzmined that although it has the power to do so. it will
not a2t 4a2is time tax intralATA toll calls. The Commission will
carefully monitor program revenues and expenses bYefore perhaps
adjusting the 4% on interLATA downward or assessing a tax on
intralATA toll service. | B
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Based on the records in this proceeding and those in
Pacific Bell's and General Telephone's current general rate cases,
the Commission has determined that the present lifeline service,
offered in particular by Pacific Bell, should be discontinued July 1,
1984 and replaced with the lifeline service adopted by fhe Commission
under the Moore Act. This will be tariffed as a lifeline service in
a manner similar to the present lifeline service but linited to those
nouseholds that meet the criteria previously outlined. This
discontinuance of present lifeline service will e accomplished
through decisions in the current general rate cases of Pacific Bell
ané General Telephone. |

The subsidy prog*am will start July 1 . 1984. A:progran
will s¥tart immediately o notify‘all telephone customers of the
possibility that they may qualify for lifeline servioe. This
notification will be through +he regﬁlar billing procedures,
Custozers will assess whether or not they qualify and retufn the self-

.c rtification forms to the telephone companies 30 'that service may'

commence on Ju_y 1. : | o ‘

The Commission does not expect tax funds To be available
from the progrem prior to December 1984. Telephone‘companies; in the
zeantine, will ¢arry the expenses of the program until they‘are'
reinbursed through Moore Act tax funds at & later date.
Administrative details of the progran will de developed in workshops
to be held among the variouws parties t¢o the proceediné,~including
respondents, the Commission stai_, and staffs of the Board of
Zqualization and the Controller, the specific'purpose of the
worsshops will Ye %o develop a Commission general order to . administer
the progran.

Izcluded in this order 45 2 sazple notice: to customers
concerning the progranm. '
Introducsion

During the last two years there have heen tremendous .
changes in the regulation and structure of the telecommunications
.industry. AT&T, %he historic telephone monopoly, was divested of i4s
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local operating c¢conpanies on Januvary 1, 1984 in order to allow .
increased competition in the long distance telephone market and ent-y
of AT&T into the competitive telecommunications arena. Traditional
rate structures, which had allowed higher ¢ost local service to be
supported by long distance service charges, may require
modification. The independent Bell Operating Companies are thus
divorced from long distance telephone servicelrevenues, except
through the levying of exchange access charges, and face a difficul?
period of adjustment. Inevitadbly, customers will be required to
absord a higher portion of the actual costs of local service through
vasic monthly rates. b .
Eigher prices for local phone service will create a serious
financial obstacle for many customers. Customers who are unable 40
reallocate their existing resources t¢ pay higher phone charges mey
choose or be forced %o give up %elephone service. This could result
in the loss of universal telephone service in California.

Recognizing this prodlem, the California Legislature enacted AZ 1348,
che Moore Universal Telephone Service Act- mhe'Act became law in
Septembder 1987 with the stated purpose of ensuring. "availability of
basic local zinimum telephone service to all Cali’orn‘ans" and o '

"encourage the equitable sharing of the costs of that service among |
all users of telecommunications services." The NMoore Act mandates
the institution of a subsidy program for customers who, bYecause of
their particular characteristics, are nost vulnerabdble. to. the rising
costs of phone service. Those customers £all into four catego*ies-
the needy, the elderly, the handicapped or infirm, and Fu ral
residents. These beneficiaries contemplated by the Act will be
eligible to receive a reduction in their phone bills to help offset
increased rates; the subsidy is %o be funded By 2 tax on snlected
intrastate toll telephone services.

Table 1 outlines the actions required‘o:'the Commission %
conply with the Moore Act. The Act also requires the Comﬁission_to
issue a decision by May 1, 1984 implementing the provisions of <he

o
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Table 1

Moore Universal Telgphone Service Act
Recuired Commission Actions

Establish eligibility eriteria.
(739 2(a)) |

Establish procedures for determining eligibility.
(739.2(c))

Define the wcharacteristics of universai service.’
(739.2(a),(®))

Decide if intra-LATA service is subject to the tax.
(44016(2),(3))

Set urniversal service rates which "shall

Ye not greater than" 50% of the "basic rate for
measured service'" or the "rates for basic f£flat
rate service."

(739.2(2),(¥))

Set the tax rate considering:
51‘ Universal Service Subsidy,
25 Number of Recipients,

(3; Pund Balance,

4) Adpinistrative Costs,
S) Taxable Revenues.

(44040)

Decide if lifeline serviece chould bhe continued.
((739.2(e)) ,

Tstablish start date for service (%tax starts 7/1/84
with first funds due 11/30/84)
(739.2(e), 44030, 441832)

Report to the Legislature.
(42042) |

Determine se*vice suppliers and send list to B of T
with the tax rate.
(44042/

stablish rules for submittal of claims against the -
*und by service suppliers.
(44181(e))

Cer<ify %o the State Controller arounts to be paid
t0 service suppliers from the fund.
(44181 (e))

Note: DParentheses indicate applicable sections of the
Dublic TUtilities and Revenue and Taxation Codes.
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. In response to the Act, the Commissior issued Order.
Instituting Investigation (O0II) 83-11-05 (Rulemaking) on November 30,
1983. The Commission, in addition to outlining a hearingiprocedtre,
requested certain information from respondent communication companies
and solicited comments from all interested parties concerning neans
of implementation. These responses were received in January and
Pebruary, 1984. Eearings were held in San Diego, Los Angeles,
Sacramento, San Prancisco, and Fresno during March before assigned
Commissioner Leorard M. Grimes, Jr. and ALJ Albert C. Porter.
Commissioners Priscilla C. Grew, Victor Calvo, and Donald Vial also
attended most of the sessions. The Commission's Public Advisor aided
the publié during the hearings, acguainting them with Commission
procedures and assisting them with their presentations. During the
nearings, over 60 persons appeared and offered comments an& ‘
suggestions to the Commissiorn including the author of the bill,
Assemblywoman Gwen Moore, who appeared in both Los Angeles anc
Sacramento. On April 2, in an en banc deliberative sessicn, the
Commission cornsidered recomzendations of the ALJ on_ways'and'méans of
inplementing the Act. | |

The matter is now ready for an z.itza’ decision.
?lzgzbmlity Criteria ‘

The development of eligidility criteria for the progran
received comsiderable attention from hearing participents. Most
parties bYelieve eligibility should be limited %o the economically
disadvantaged dased on a household income test. It was suggested
that any eligibhilisy test be adjusted to reflect the greater
telephone Cdependency of handicapped ané elderly compared to other
users. Others suggested that income should ve only onre of two
factors used in determining eligibility, <he other being
communication dependency. Assemblywoman Moore, <he author of A3
1548; stated that the Commission should take into accotn: differences
in communication needs, cost of providing service caused by |
geographical differences, honsehold income, and other appropriate

. factors.
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. Reconmendations for the household income level rénged,fromv
$7,500 %0 $15,000 per year. Some recommended that the income tes?t be
linked to the federal poverty level or some other well-known index.
Welfare Rights Organization recommended that households with income
at or below 150% of federal poverty guidelines should be eligidle.

Toward Utility Rate Normalization (TURN) recommended there
"be no eligivility test for the service, but that a comprehen ive
nubliczvy campaign de conducted to indicate %o the public the purpose
£ lifeline under the Moore Act. The campaign would attempt %0
eliminate those people who 40 not qualify by emphasizing that the
progran is designed for those in need. TIURN suggested that the only
eligibility check needed could be done dy the telephone compan*e ~
Phone companies would deternine whether there was only one phone line -
©0 the primary *esidence of the person apprlying, and that that |
residence was the single state residence for that person
We will estabdlisk three criteria for elzgibility which we
believe reflect the intent and the legal requirements of the Act.
These criveria are (2) the residence at whick the service is’
requested is the principal place of residence in Califo*nia for the
applicant, (b) there is only one telephone Tine serving that
residence, and (¢) the total income of the applicant's household does
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not exceed 311,0002 for the fiscal year for which service ig
furnished. We believe the income test will also take care of the
most pressing needs of the needy, the handicapped, the elderly, and
the rural customers. Defining eligibility by an income threshold
will protect those customers who are moest vulnerable to riéing
costs. Statements made during the hearings 4ndicate that
handicapped, elderly, and rural customers, on the average, have lower
izcomes than the general population. Therefore, they will,
proportionately, be parvicipating in the progran inﬁg;eater‘numbers
than the average customer because of their lower-than-average

income. Most persons in those three groups who have incomes adbove
the level we have set should not require a subsidy in order to retain
telephone service. The subsidy procedure we a&opt;recognizbs the
higher rates that rural customers generally pay, ahd‘providés 2
proportionately higher subsidy 4o those rural customers who|a*e
eligidle for the new lifeline rate. There was little discussion in
the hearings we held regarding the extent to which lower income
handicapped or elderly customers may require higher subsidies to
naintain telephone service +han does the general,custome* who is
eligidle for the new lifeline rate. While we do not at this tige
provide apy explicit comsideration of the needs of handicapped or
elderly persons beyond ¢hat contained in the income test, .we are
specifically interested in évaluating the success of the lifeline
rates adopted today in meeting these customers' needs. If J
approprizte, we may consider modifications to the eligibility c*i*e*za
or the subs‘dy level for elderly or handicapped customer

2 Wrile we are not tying our income test to any part icular index a%

this %ime $11,000 is approx;mately 150% of current federal voverty
level. gu*del‘ne° for & 2.%3-person household, which is
$7,242.

-8 -
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We reject TURN's suggestion that no means test be appliedL
Without a means test, a large response by non-low-income customers
could severely deplete the funds. 'If funds are short, eligible
customers could be denied service. Although a publicity campaign
could cut down the number of affluent persons legally signing up Zfor
the service, experience with the present lifeline service indicafes‘
otherwise. If it is legal to choose lifeline, and rates continue %o
rise, many customers who do not need the subsidy will sign up.
Pinally, we in terpret the intent of the Ac¢t as requiring some sort of
means test in order to target the most amount of kelp to the at-risk

population. The means test we are adopting is- reasonable.
Establishing aligibillty

There were three primary means suggested fdr'establishing,
eligivility. Tirst, self-certification. Secbnd establishing
eligibility through the phone companies or the Commission, 1uclud£ng
investigations and follow=up. And, third, designating a program -

‘ adzinistrator who would determine and nmonitor customer eligibility.

There was considerable support during the hearings for self-
cervification, primarily from parties who wish tb'conservg availadle
prograz funds for phone bill subsidies. This‘approach woﬁld‘preserve
the dignivty and privacy of customers, encourage‘enrollment'ﬁy
eligible parties, and minimize administrative costs. It is
imperative that application procedures.:emaih simple for eligidle
persons who might otherwise be discouraged from seeking essential
benefits. Also, the time needed %o self-certify eligibil‘ty would
not delay the inception of Moore Act services.

Direct application to telephone companies or *he Conmissi
would require questionnaires to be £{1led out by applicants uubjec't:
to pexzalty Lor perjury, and‘requ‘re +he provi sion of evidence of
ecurrent eligibility for one of several income assistance programs.
This suggested procedure would also anticipate mone+ary penalties
together with apyropriate warnipgs and a repayment of a*" subsidies
which were gained unlawfully. -
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In our opinion, the idea of a program administrator wouldgff &

create an additional unnecessary layer of duresueracy. It would

drain needed funds from the program for admini¢tration and delay the
progran's start date.

Other suggestions were that applicants apply to app*opridté,ﬁ‘“

state agencies suck as the Depariment of Social SPrvices, the

Commission's Consumer Affairs Br anch, or the California Departmen* of -

Congumer Affairs. Ancther suggestion was sone °ort o2 proo? issucd
by a social agency or the Commission. TURN gug@esved that since no

income test would be imposcd under its proposal, eligibility could e

estadlished by phone companies checking a customer's gservice records
for basic service at a principal residence against additiona’
addresses or services provided. No application for oervice or
further investigation would be required.

We will authorize self-certification, which will be easy to
conply with for applicants and administratively simple for the
telephone companies. This will also satisfy o criticism made
concerning potential aduse of information provided to the telephone
companies. We realize there may de sode recipient abuse of the
program by wsing this method. In the long run, those abuses will not
cost nearly as much az o large-sczle, burezucratic administrative
nrogram. Self-certif ication coupled with the th"ee gimple |

-bllluy criteria we are adopting should help those who ar
81131016 maximize their participation.
The self-certification should take place once per year or
{% elipibility criteria change. The cer<ifica%ion will be filed with
the telephone company providing service %o the applicant and will be
all that iz reguired by the telephone company 4o institute lifeline
service. Ve will require the telephone companies to send o notice

descriding the program and the self-certification form each month for

the first three months of the program and yearly thereafter to all -
subscriders. Appendix B is a comple of the £irst notice and form
reguired. ‘ '
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- Service Characteristics b

Suggestions on what should constitute vasic minimum service
ranged from only the subsidization of access, so that a phone would '
be available for true life and death emergency calls, %o the |
provision of complete local service including installation and some
long distance calling. Most participants reconmended the
installatioﬁ of simple basic service with 2 reasonable local calling
allowance. This service would be similar to the current 1lifeline
offering of Pacific Bell. _Many persons opposed subsidizing long'
distance calls, claiming this was not the intent of the Act. Welfare
Rights ‘Organization and others advocated 2 subsidy or credit %o =

! eligible'customers.which'would be fixed and.appliéable to any
services the eligidle customer chose. There was considerable support
sor a toll call allowance for rural eligitles and the provision of
enhanced or optional services if eligibles could show special needs
such as a hearing impairment. -

. ' Comsidering all of the recommendations, we have decided 8
basic lifeline service will include (1) fnstallasion of a telephone
including one modular jack if required, (2} an allowance for an
{nstrument, (3) basic dial tone service, (4) unlimited incoming
calls, and (Sa) where measured service is available, 30 to 60 calls
per nonth,3 or (Sb) where it is rot available, unlimited local
calling within the customer's exchange area including any extended
area service regularly provided Zor that particular exchange.

- ALT~COM-~DV

3/ The nuxber per month will have to await our decisioms in Pacific
Bell's and General Telephone's rate cases. For example, if we
adopt the staff proposal im Pacific Bell's case of continuing
the present §3 allowance for local calling, this could be applied
to the lifeline customer and equates to about 42 calls per month.

Tn no case will we include less than the present lifeline number ]
of 30 calls of unlimited duration. : o

-11=-
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The potential use of Moore Act funds to subsidize line
extensions was suggested dy two parties during the hearinng‘ Line
extension charges reflect the high cost of installing new phone lines -
to outlying areas. Extensions of 40,000 to 50,000 feet are not
uncommon and, at a 31 10 per foot, present a formidable cost o
potential customers. Blake Stretton of Bridgeville believes the
Moore Act funds hight be a means of paying the high line extension
cost for his area which has about 350 homeowners without telephone
service. In a similar vein, Daniel Falk, representing the 2uck
Mountain Coop in Northwestern California, de*cribed'the‘high cost of
extensions of phone service into his area and requested that the
Commission consider using Moore Act funds to uubsidize extension
Ee emphasized the need of residents for emergency calling.
We interpret the Act 2s an attempt to mitigate the price
effects of divestiture on basic telephone service for low income and
. other vulnerable groups. The Act Seems to implicitly nandate
Oma..ntenance of vhe current level of telephone saturation through
special attention to those customers vulnerable to fising'serVice
rates. The costs and prices of service extensions have not suddenly
bYecome unaffordadble due to divestiture. It is obvious that middle
ané high income houwseholds have chosen not 1o purchase line
extensions because the benefit to be gained is less than the cost.
We are concerned with the financial limits of the Moore Act.
Expending funds on line extensions could require lowering the
nousehold income criterion theredy excluding-a large number of
individuals from the prograxm. o |
We do not believe it appropriate or desiradle to apply
Moore Act funds to line extensions. -
Service Rates .
The Commission has many options availadle to it under the
Moore Act for setting lifeline rates. The prizary requirement o* the B
Act is that universal service rates be not greater than 50% of the
vasic rate for measured service exclusive of any federally mandated
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access charges. In the event measured service is not offered in 2
subseriber's service area, then the universal service rates shall be
not greater than 50% of the rate for bvasic flat rate service, again
exclusive of federally mandated access c¢harges. The Act also ;
provides that the universal service rate shall not apply fb»any other
gservice or charge except the basic rate. We.consider installation to
be 2 mandatory part of basic service. Therefore, it is a part of the
basic rate and reimbursable from Moore Ae¢t funds. '

The aséigned ALJ recommended that a fixed rate be
established that would apply statewide. Foriéontinuity the rate
would be set at one-third of Pacific Bell's rate for basic f£lat rate
service or one-half of the basic flat service rate of the local
telephone company providing the service, whichever provided the
higher subsidy.. In addition, the fund would finance one-half of the i
irstallation charges with up to three months %o pay and 2 limit of

' ore installation per year. \ )

. Some of the other options we have are (1) set the lifeline
rate at one-half of the basic flat or neasured rate of the telephone
company providing service plus 2 call allowance for me@Sured'seriice,
(2) provide o credit of one-half of the basic flat rate of the
telephone company providing the sérv*ce and (3) set a rate similar

the present lifeline service. In addition to the above, prov*de
an extra allowance for special purposes suck as toll calls for
epergengy service. ‘

Qur pr*ma*y concern with 2 single statewide rate”fs that
there would be reductions much greater than 50% in phone bills Zor
those persons tasing service in areas where local basic rates are

subztantially higher than the statewide average. TFor ﬂnstance, the

record shows that iz the Fresno area, dasic service iz s ze -u*a’

localities is $23 per month. The record alsov3hows that mileage

charges can range up to 860 or $70 per month. An eligible person
with that kind of a bill would be getting 2 very. large dolla“’
reduction in the bill. Por instance, in- *he case oﬁ 323, a statewide
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rate of $3.50 would give that person a reduction of $19. 50 on the 8§23
bill. We fear this would c¢reate serious problems among neighbors,.
some of whom would be eligivle and some of whom would not be eligible
for the lifeline service. Therefore, we think it more appropriate t0o
adopt & charging schedule based or one~half of the basic flat or
neasured rate including mileage charges of the telephone.company
providing service plus a2 call allowance where measured‘serviqe is
offered. If recipients reside in a service area where mileage rates
are not included in the basic rate, they would be charged one-half
the normel mileage rate in addition to one-half the dasic rate. .
Recipients would always have the option of choosing party line
service for which they would be charged one-half of the rate for tha+
service plus one=-half of any applicable m;leage charges.

We note that where measured service is offered the lifeline
eligible should not have the option of flat rate service. This is
beceuse measured service ig priced well below flat raete and the Act.
requires that lifeline rates shall be not greaver than 50% of
measured service where it is avazlable- (Public Utilities: (PU) Code

g.2(%).) - ‘

We believe the current tariff provisions concerning the
establishment of service should generally apply. Howevef,'any'
special circumstances of installation for lifeline custonmers can de
included in the general order to be developed covering the

adminzstratzon of lifeline service.

Ehe e was some concern about providing for the cost of a
telephone instrunent. We,récognize there is a definite move toward
owning an instrument; the Commission has promoted purchasing for some
time. In order to simplify the required credit for the telephone
companies and the eligible recipients, we will authorize 2 75 cen%s
per monthk discount on recipients’' phone bills. Thatlway it can e
used by them either to offset the lease charge for a téiephone,'
agsist with the purchase of one, or mainiain one already purchased.
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Tax Base and Tax Rate ,

The Moore Act au? horlzeo the Commission 1o set a tax of up |
“0 4% on interLATA intrastate velecoquun cations services, intrastate .
telecommunications cgervices on a basis not defzncd by LATA boﬁndariez'

and, if needed, 2 tax on intralATA intrastate telecommunications
services The Act defines intrastate uelecommunmcations service as
przmarily service for which there is a toll charge plus certsin

limited telecommunications bebween exchanges. From informatmon £iled

with us by the “telephone companies, primarily °aci‘ic Bell General
Telephone, and Continental, it appears that Moore Act °ervices can be
financed with a tax on only interLATA Intrastate services plus
intrastate services not defined by LATA boundaries. During the f£irst
yoar, however, we will set the tax at the maximum 4% so that we can
be reasonably assured the program will asupport itseif. «We,reéOgnize
that we mey later have to include intralATA intrastvate services if
the tax does not generate enough to fund the program. We also
ticipate that some eligidle housenolds will not choose to apply Zor

chel
he service, which will reduce the potentially required fund*ng.
resent Lifeline Service '

Pacific Bell hzz the most extensive lifeline service at the

present %ime. It ig availadble %o 3nyone wrno applies for it, and
costs $2.67 2 month. This ineludes up %o 30 local untiﬁed‘calls;
after 30 calls there is a charge for each individual call rahging
from 10 %o 15 cents. General Telephone has a form-of lifeline which
iz primarily a reduced-cost, nmeasured rate service. In both Pacific
Zell's and CGeneral Telephone's current generzl rate cases, tnere,are
alternate proposals for revising lifeline service. ”owevnr,'tﬁesew
were made prior %0 the Commission's QII in this roceeding.: At our

April 2 en banc hearing we agreed to discontinue curront li;eline f
which we will do July 1, 1984.

2

If we were Lo continue lifeline‘service,:which is a2 bargein~’

rete measured rate service, we would have to set the service and the
! .
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charges somewhere between full rate gervice and the . lifeline °erv;ce
we are instituting in this decxuion.' We see no nced to do that.
There are many service options for people %oday who 40 not use the
telephone extensively. More than 80% of Pacific Bell's custome}s
have optional measured rate service availadle, which can be-uséd to
reduce one's telenhone bill. | :
Starting the Progran ‘ -

We will order the program started July 1, 1984. We
recognize this will create some difficulties for the telephone
companies in informing customers of the progran. Aiso, there will be
2 delay in the receipt of revenues from the Moore Act Fund, revenueé
required to reimburse the telepvhone companies. In the geﬁeralidrder
which will be establisned to administer the program, we will »rovide
a procedure for the revenue reimbursement lag to be recovered as an

dministrative cost from the Moore Act Fund. ,

Attached as Appendix B iz a sample notice which we will
order sent %0 all customers after approval by the Executive Director, '/
in the first regular ®illing possidle after the date of this |
decision. We expect, after consultation with the telephoﬁé_
companies, that the first notices will go out beitween 20 and 45 days
from today. Most customers, therefore, will be nov ified prio* to
culy 1. If they respond »rior to Octoder 1, adjustmentsvto their
bills can be made . retroactively %o July 1 if they qualif& for the

subsidy. Applicants respondingrafter”October 1 will receive the new
1ifeline service at the beginning of He next villing period. Again,
the conteaplated general order can contain guidelines for that

sl*ua ion. '

Administration of the program will involve this Commi sion,
telephone companics provxdlng gservice, service suppliers desﬁgnated
by the Commission who will be paying the tax; the State Board of
Bqualizetion, and the State Controller. Respondents indicated during
the hearings that o Commission general order to cover administrative
procedures was the desired vehicle for administrotive burnoses.

- 16 -
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Therefore, we will order establishment of workshope to be conducted
by our staff with oversight by the'aésignod Commissioner and ALJ 4o
d¢evelop such a general order. The first one will de held May 10,
1984 2t 10 a.m. in San Prancisco at the State Building.

Service Suppliers .

The Moore Act defines thocge telecommunications companies
zubiect to the tax as "service suppiiers," (Revenue and Taxation Code
(RT Code) § 440156), and recuires the Commission to send a list of _

ervice suppliers 40 the Board of Equalization together with %he tox
rote immedlately nupon making its determination of the tax rate. (RO
Code § 44042.) Appendix C is the list of service suppliers as
¢everained by this Commigcsion's Commun:ca ions Diviéion._
ucrving elephone Companies

The Moore Act requires +he vommi sien o orde“ every
teiephone rorporav*on nrovidinp socal service Yo file a schedule of
rates ané charges for the universal elephone gervice adopted by the
Commission; and those corporations are required %o accep. ‘
applications for universal service according to a p"ocedure cpecified
by the Commission, 1nﬁ1udlng informing tneir ¢uboc*1ber° how they nay
qualify fer ané obtein the service. (PU Code § 739. 2(e).)

Appendix D is the list of those telephone corporations providing
local gervice as determined by %his Cbmmission’s'Cbmmunications
Division and Appendix B is the suggested notice. '

It will be noted that we have no®t included cadle television
corporations (Cable 7TV) or radiotelephone utilities (RTUS)_in'
Appendixes C and/or D. On December 29, 198% the Allied
Radioteleprone Utilities of California filed n motion %o sever or
¢ismiss OII 8%-~11=-05 as to RTUs. By intermediate ruling of the ALJ
the motion %0 sever was denied; we concur. ‘Concerning the éotion pe)
dismise, we join it in the ruling we hereby make that Cab;evmv_and
RTU companies, a5 they are operating at the present tinme, are no%
subject to the Moore Act because they are neither service suppliers
nor telephone corporations providing‘local'sefvice as thbse_terms are
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A‘I' _ : |
defined in or intended to be applied by the Act. However, their
status could change as the telecormunications industry evolves in
this period of transition; this OII will be kept opén to reconsider
thet status should operationmal changes of Cable IV and RIT. companies
bring them under the Act.

Findings of Pact

1. The divestiture of AT&T's local operating companies on
Janvary 1, 1984 will result in customers of the local oPerati“g
companies paying higher rates for local service.

2. The higher rates faced by local telephone c'ervice
ratepayers in California c¢ould result in the loss of universal
telephone service in the state. | - |

5. The California Legislature enacted AB 1348, Moore Universal
Telephone Service Act, which became law in September 1983 with *he
stated purpose of ensuring availability of dasic loeal min zun
telephone service for all Californians. \ _
. 4. It is the intent of the Noore Act that telephone custormers

wro are needy, elderly, hand;capped or infirm, or rural residents

should be eligidle to apply %o receive g reduction in thelr phone
vills to offset increased rates, 30 that universal teléphone service
can be maintained. , o |

5. To support the subsidy prograez noted in Finding 4, e fund
supported by 2 tax on selected intrastate toll services in California
is to be_impoééd. B x N

6. The Comm*ssion issued OII 83-11-05 (Pulemaking) as a means
of implementing <the Moore Act. ‘

7. The Commission has received certain requesued in’o*mation
fron respondent communication companies and written comments from
other interested parties concerning implementation of the Act.

8. In order %o receive comments fron the‘public~on the
implementation of the Act, *the Commission held hearings in severa-
California Cities at which 2ll parties were given the opportun Tty +o
appear ancd be heard. '
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9. The adoption of the following three criteris, the first 0
required by law, for eligibility t0 receive subsidies under the Act
is reasonabdle:

. a. The residence at which the service is

requested is the applicant's principal place.
of residence in California.

‘b. There is only one telephone line serving that
residence.

¢. Based on current income the applicant's total
nousehold. income does not exceed $11,000 for

the fiscal year for which the service is
furnished.

10. Tke income test rnoted in Pinding 9 will give special
consideration %o the poor, the handicapped, the elderly and rural
ecustoners because, for those four groups, incomes, on the average,
are lower than the general population and they will therefore,
pacticipate in %he progran in proportiona ely greater nunbers tha
the average California telephone customer.

1. PRural customers will generally enjoy higher bene_i’itv frox
the prograz through a higher dollar subsidy because telephone rates
re gererally higher in rural re@s than they are in urban areas.

12. A reasonable means oi‘es*abl*shing‘eligibility is: self-
certificavion whick will preserve the dignity and privacy of
customers and encourage eligible customers %o enroll :

13. The self-certification elig‘bility program w*ll minimize
adninistrative costs and be easy to administer by tciephone companies.

14. 3asic lifeline service includes:

a. Installation of a telephdne ineluding one -
nedular jack, if required,

Y. Provision of or allowance for an
instrunment,

Besic dial tone service,
Uﬁllmlted i“coming ¢calls, and

Measured service where it is available with
an allowance of 30 to 60 calls per month or
where measured service is not available,
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unlimited local calling within the customer's

area including any extended area service
regularly provided for that exchange.

15. It is not appropriate or degiradle tb a?ply,Moore Act Funds
to line extensions because it could require lowering the household
income criteria and therebdy exclude a large nuober of individuals
from the program. ' ‘

16. Imstallation i3 2 mandafory part of basic service and
therefore is a part of vhe dasic rate and one subsidized installation
per year is reasonable. | o |

17. Reasonable rates for lifeline service under the Moore'Actf
are one-hal? of +the hasic flat rate of measured rate of the telephone
company providing service, plus a call allowance wﬁere measﬁred' |
service is offered. | | '

18. Seveﬂty-*zve cents is a reasonabdle allowanée per month to
cover the cost of 2 telephone instrument for eligzble recipients.

19. The service, together with the rates Lor that service as

.establishe&- by this decision, can be financed with a tax of 4% on
only interlATA intrastate services plus'intréstate:services;not
defined by LATA boundaries. It will not be"nécéssary'to'tax,
intralATA services at this time. :

20. The present lifeline service offered by uelephone companies
will not de required when the Moore Act lifeline °e"vice is
instituted on July 1, 1984.

1. The sample motice contained in Appehdix:B.will provide
customers with reasonable notice of the new'lifeline program.

22. A Commission general order is the mos?t reasonadle
administrative‘?rocedure for the pfogram. .

23. ILecause the Act requires‘the‘Commission 40 issue its
decision in this matter by May 1, 1984, this decision should bde
effective on the date signed. | | -
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Conclusion of Law !

Under § 779.2 of the PU Code and § 44041 of the RT Code,
the Commission mey order establi@hmept of universal telephone service'
provided by the following order, which is just and resgonadle.

INTERIM ORDER . v

I? IS ORDERED that:

1. By June 1, 1984, every telephone corporation listed in
Appendix D shall file a schedule of rates ané charges for universal
telephone service to become effective July 1, 1984, and in accordance
with General Order 96-A. o "

2. The service and the rates and charges of the filing
required by Ordering Paragraph 1 shall be as outlined in Findings 9,
12, 14, 16, 17, and 18 of this decision.

7. On the first billing cycle practicable, every telepnone
corporation licted in Appendix D shall notify each of 1ts customers
of the availability of universal telephone service with a notice that
iz similar in content and intent to thet shown in Appendix I.
Utilities shall submit 4he draft of their notice to the Executive
Director for approval prior to mailing. ' ,

4. The tax razte required dy BT Code § 44041 i3 cet at 4% and
shall apply to interLATA intrastate telecommunications services and
intrastate telecommunications services not defined by IATA boundari,u.

5. Tre list of service supplier s required by PT Code § 44041

rth in Appendix C. |

6. The Commission's Exceutive Director shnll immediately
n0%ify the Board of Fqualization tha*t the Commission has set the 4%

ﬂte, the *P’ecommunications service to which it applies,‘and:the
taxed and serve this decision on “the Board of

The staff ¢f +the Commission shall convene and conduet
meetings with all respondents und interested parties who wish to
attend to develop and file with the Commission for i*s consideration
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proposed general order to govern administ*ation of the Act. The
irst meeting shall e May 10, 1984 at 10 a.m. in the Staté Building,
an Francisco. ‘

8. ZEach telcphone corporation °hall conply with above Ordering
Paragraphs 1, 2, and 3. This proceeding shall be held open %o
consider the general order referred to in Ordering Paragraph~5; apend
Appendixes C and D as required, and adjust the tax base and rate if
reguired. | '

order ig effective today. ,
- Aoxil 18, 1984, at San Francisco, California.

LEONARD M. GRIMES, JR.
President
VICTOR CALVOC = - .~
fae s . . PRISCILLA C. CREW
5 £ 5
whlllhxle a cgncu:r*ng opinion. DONALD VIAL . .
/c/ DONALD VIAL WILLIAM T. BAGLEY
Commissioner . Commissioners

I CERYIFY T AT- T’;".Ig D,ECISiO\!
V‘: o AP?:'G lf .AJ ':’L,-LLJJ r&HUJb
COAKIS ON:RS*;O“«[..,

. tem
)

. .7"*0,%2"
Sosepia E. Bouovf%» ﬂxCCutxvo
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APPENDIX A

LIST OF APPEARANCES

Respondents: Daniel J. McCarthy, Attorney at ILaw, for Pacific
Bell; Ann C. Pongracz, Attorney at ILaw, by Nelson J. Werner,
for GIE Sprint Communications Corporation; Richard E. Potter,
Attorney a2t Law, anéd Thomas E. Quaintance, for General Telephone
Company of California; Fathaway Watson III, Attorney at law,
for AT&T Communications; Palmer & wiilougaby, by Warren A.
Palmer, A%torney at law, for RIUs-ICS Communications, Cai-
Autophone, Repeco Desert Modilphone, Kern Valley Dispatch, and
High Sierra Mobhilfone.

Interested Parties: P. E. John and 7. D. Clarke, Attorneys a%
Law, and R. A. Cochran, for Southern California Gasg Company; .
John W. Witt, by William S. Shaffran, Attorney at Law, for City
of San Diego; Richard A. Elbrechkt, Attorney at Law, and Marie
Shiduya=Snell, Zor Caliiornia Department of Consumer Affairs;
Tdward Duncan, for himself; and Jaccueline Valenzuela,

Attorney at Law, for Welfare Rights Organization.

Commission Staff: Catherine A. Johnson, Public Advisor, and
. Denise §. Mann. | - _

(END OF APPENDIX A)




OII 83-11-05 '/ALJ/jt -  APPENDIX B

IMPORTANT NOTICE ABOUT LIFELINE
CHANGES ORDERED BY THE CALIFORNIA PUBLIC UTILITIES COMYISSION

EFFECTIVE JULY 1, 1934 PRESENT LIFELINE SERVICE WILL BE DISCONTINUED.
HOWEVER, A NEW DISCOUNT SERVICE WILL BE AVAILABLE TO ALL PACIFIC
BELL RZSIDENCE CUSTOMERS WHO MEET NEW ELIGIBILITY RULES ESTABLISHED
IN COMPLIANCE WITH CALI”ORNIA LAW.

CUSTOMERS MEETING THE ELIGIBILITY RULES WILL BE OFFERED STANDARD
MEASURED SERVICE OR BASICVS;AI RATE SERVICE, IF MEASURED SERVICE
IS NOT AVAILABLE, AT ABOUT A SO PERCENT DISCOUNT, |

ELIGIBILITY RULES ARE:

1. THE DISCOUNT SERVICE MUST BE THE .
ONLY SERVICE AT YOUR RESIDENCE
AND IT MUST BE YOUR PRINCIPAL
PLACE OF RESIDENCE.

TOTAL HOUSEHOLD INCOME MUST NOT
EXCEED $11,000 ANNUALLY.

IF YOU QUALIFY AND WISH THIS SERVICE, PLEASB SIGN THIS PAGE, AND

RETURN IT WITH YOUR BILL PAYMENT. CAUTION, IF YOU ARE VOW A LIFV-.

LIJE.CUS;ONTR' YOU STILL MUST CERTIFY YOUR ELIGIBILITY 'OR-YOU;WI.L
"BBwCHnRG_DmT“”v"ULL MEASTRED- SERVIC’ RAIE :OR—YOUP‘S;RVIC” 0?r¥OU

I CERTIFY THAT I MEET THE ABOVE ELIGIBILITY . -
RULES AND APPLY FOR THE NEW LIFELINE DIS- '
COUNT SERVICE. 1 UNDERSTAND THAT TEE PUBLIC
UTILITIES COMMISSION MAY AUTHORIZE VTRIFICASIOV_

OF MY ELIGIBILITY. |

SIGNALTURE
(END OF APPENDIX B)
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APPENDIX C

Pace 1
. SERVICE SUPPLIERS .

All-State Communications, Inc.
875 Mahler Road, Suite 150
Burlingame, CA QU010

"Attn: Thomas J. MacBride, Jr.
(415) 954-0237 .

America's Choice Telephone Inc.
1581 Cummins Drive, Suite 145
Modesto, CA 95351

"Attn: Thomas J. MacBride, Jr.
(415) 954-023T

Americall Corporation
525 North Argonaut Street
Stockton, CA: 95203

: Thomas Je MacBride, Jr.
(415) 954-0237

: Ameritel-Iné.
2950 Camino Diablo, Suite 110
Walnut Creek CA Q43596

Attn: Thomas J. MacBride, J .
(“15) 954-0237

AT&T Communications of Calzfornia, Inc
795 Folsom Street, Room 209
San Francisco, CA 9&107 ‘

Atﬁn:‘Ea V. Forshee.
(415) Bh2-2185

American: Telephoné Exchange
1005 Twelfth Street
Sacramento, CA 95814

Atta: Vietor Toth
(916) 4436067

Ampteleo, Ine.
7 Whatney
Irvine, CA 92714

Attn: Thomas J. MaeBride, Jr.
(415) 954~-0237
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Budget-Tel Corporation : - Page 2
: 6430 Sunset Blvd., Suite 1213 : ?
. Los Angeles, CA 90028

Attn: Thomas J. MacBride, Jr.
(415) §54-0237

CP National Network Services, Ine.
Concord Airport Plaza

1200 Concord Avenue

Concord, CA 94520

Attn:. Michael Holmstrom, Pres.
(#15) -

. Call U.S.A., Inc.
16519 Vietor Street, Suite 321
Victerville, CA 92352

Attn: John J. Herne, Pres.
(619) 265-4411 4

Allnet Communications
100 South Wacker Dr. -
Chicago, Illinois 60606

Attn: Special Services Steven Nemerovsii
(312) 269-1485 .

Com=Vest Telecomunications
600 West Shaw Ave., Suite 370
Frenso, CA 93704,

Attn: Tracy Armstroﬁg
(209) 224~1813

Creative. Telecommunications, Inc.
770 East Shaw, Suite 230.
Fresno, CA 93710 )

Attn: Michael Ashmore, Director of Corporate Affairs
(209) 225-1&01 -

Execuline of Sacramenteo
P.0. Box 163329
Sacramento, CA 95816

Attn: John Halpin, President
(916) 363-4050
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GIE Sprint Page | 3
1350 01d Bayshore Highway Suite 580
d I Burlingame, CA 94010

Attn:.Dee;Ferguson
(415) 375-2057 .

LD.Commuﬁications, Inc.
1620 N. Carpenter Rd. Suite 60D
Modesto, CA 95351

Attn: Ronald E. Whitehead
(208) 575-2881

LO-CALL. USA, Inc.
6140 Horseshoe Bar Rd. Suite K"
Looud s, CA<9565O

Attn: Craig Christensen
(801) 272—9“38

MCI Coommnications Corp.
1133 19th-St. NW :
Washington, DC 20036

Attn:
(202) 872-1600

NCR Telecommunication Services, Ine.
1700 South Patterson Blvd.
Dayton, Ohio 45479

Attn: H. ﬁalévany
(513) Lu45=6055

National Telephone Exchange-Central Coast
21 Santa Rosa St. Suite 200
San Luis Obispo, CA

Attn: John J. Watson, Jr.
(805) 5#4-18“3

The New American Phone Company, Inc., ("NAPCO")
2995 North Dixie Highway
Fort Lauderdale, Florida 33334

Attn: Peter A. Halmos
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North America Telephone Inc. Pagg &

2050 Bundy Drive ‘
Santa Monica, CA 90&05

Attn: Thomas J.:MacBride, Jr.
(415) 954-0237

Northwest Network, Inc.
1351 Yuba Street -
Redd;ng, CA 96001

Atta: Roger~K Dyer, Pres.
(916) 2&6—7577

Republic Telcom Corporation ~ Pacific
8300 Norman Center Drive
Bloomington, Minn 55437

Attn: Helen M. Pohlig, Esq.
(612) 921-3000-

Satellite Business Systems
8283 Greensboro Drive:
McLean, Virginia-22102 .

Attn: Sherry Brown
(703) 4425596

Save Net
121 SW Salmon, Suite 1600
Portland, Oregon 97204

ttn: John S. Loewen
(503) 251-0090

Southwest Intercornect Corporation
16787 'Bernardo Center Drive, Suite 11
Rancho Bernardo, CA 92728

Attn: John Thomas
(619) 48T-~3044

TelaMarketing Communications, Ine.
Executive Center, Suite 200

13902 North Dale Mabry Highway
Tampa, Florida 33624

Atens Steve Grantham
{813). 962-0804 - ‘
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, ' Page S
Telesphere Network, Ine. =
2211 York Road, Suite 115
Oak Brook, Illinois 60521

%tth: Tricia Breckenridge
3o

Tel-Toll, Inc.
156 North Main Street
Bishop, CA 93515

Attn: John Malaer, President
(619) 873-8076-

U. S. Ameri=Call Inc.

14651 Ventura Blvd. Suite 360
Sherman Oaks, CA 91403

Attn: John-?étérson
(213) 907=5666

U.S. Telephone of the West, Inc.
108 Scuth Akard Street
Dallas, Texas 75202

Attns Williah G. Milne, General Counsel
(214) T41-195T

United‘Telénétworks, Inc.
226 Hillerest Rd.
Berkeley, CA 4705

Attn: Frank Nagelmann
(815) 652-2786

western Union Telegraph Company
T45 S. Flower Street
Los Angeles, CA 90017

Asen: D. J.'Chisholm“-
(213) 612=-2000 - j -

westérn.Union~Interna:ional, Inc.
1133 ¥oth Street, N.W.
Washington, D.C. 20036

RCA Global Communications} Inc.
60 Broad Street’ .
New York, New York 10004 -
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TRT Telecermunications Corporation
1747 Pernsylvania Ave., N.W.
Washington, D.C. 20006 |

T world Commumnications, Inc.
100 Plaza Drive
Secaucus, New Jersey 07096

FIC Communications, Inc. |
90 John Street
New York, New York 10038

Graphnet, Inc. '
99 W. Sheffield Avenue
Englewood, New Jersey 07631

General Communications Ser., Inc.
Imperial Communications Corps.

10300 N. Central Expressway, Bldg. U420
Dallas, TX 75231

Peninsula Radio
Peninsula Radio Secretarial Service
600 S. Amohlett Blvd.

(END OF APPENDIX C)
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APPENDIX D

. ’ Page 1

TELEPHONE AND TELEGRAPE UTILITIES

¢.P. National
P. 0. Box 4032
Concord, CA 94524

Attn: Richard Wolf
Revenue Requirements Manager
(415) 680=7700

Calaveras Telephone Company
P. 0. Box 37 ‘
Copperopolis, CA 95220

Atta:  Mr. Howard J. Tower
President
(209) T85=~2211

Califérnia Oregon Telicphone Company
601 State 'Street
Hood River, Oregon 970321

Attn: T.A. Vann

Director of Revenues
(503) 386=2211

Capay Valley Telephone System, Inc.
P- O-ch‘? ' ’
Guinda, CA 95637

Atta:. Mr. Andrew E. Smith
- . President
(816)  796-3000

Cit{izens Utilities Company
P. 0. Box 2218
Recding, CA 96001

Atta: Mr. D. L. Oestreicher
 Vice President - General Manager
(916) 547-5311
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Continental Telephone Company of California Page 2
P. 0. Box 5246
Bakersfield, CA 93308¢

. Attn: J. A, Moffit
- ' Asst. Vice President

‘ Revenue quuirements
(805) 393-4011

- Continental Telephone Service Corp.
Western Division
P. 0. Box 5246
Bakersfield, CA 99308

Attn:. Mr. Marc Stone,
Rates & Tariffs
Assistant Revenue Director
(805) 393=-4011

PDorris Telephbne Company
Dorris, CA 932713

Attn: Mr. Robert H. Edgar
President
(916) 397=-2211

Ducor Telephone Company:
23499 Avenue 56
Dugor, CA 93218

Attn: "Mr. Virgil Roome
. President :
(209) 934-2211

. Evans“Iéiephone Company’
P. 0. Box.518. :
Pattgrson“‘CA~95363

Atta: Hr. S. E. Davis -
.- President
(209) 892-6222

Foresthill Telephone Company, Ine.
Foresthill, CA 95361

Aten: ME. Rilph‘Hoeper
President
(916) 367-2222
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General Telephone Company of California Page 3
P. 0. Box 889 _
Santa Monica. CA 90406

Attns Spcncer Herzberger
Vice President’
Revenue Requirements

(213). 393-9311

Happy Valley Telcphonc Conpany
P. 0. Box 9600
Stocxton. CA 95208

Axtn; Mr. X. J. Waters
. President
(209) 9§51=3361

Hornitos‘relépbone Company
P. 0. Box 9600
Stoekton, CA 95208

Attns Mr. K. J. Waters
President
(209) 951=3361

Kernan Telephone Compuny
759 South Madera Avenue
Kerman, CA 93620

Attn:. ¥r. Wn. G. Sebastian
President
(209) 846-9318

Livingstor Telephone Company
P. 0. Box 518
Patterson, CA 95353

Attnﬁ Mr. S. E. Davis
, President
(208) 8926222

Mariposa County Telephone Company, Inc.
Qakhurst, CA 93644

Attn: Ms, Edith Marie Baker
President
(209) 683-4611
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- Pacific Bell : Page 4
14C New Montgomery St. ‘ o
San Francisco, CA.94105

Atto: R. B. Rocher
Asst. V. Po
(415) 542-3813

-

Pinnacles Telephone Conpany
340 Live Qak Road
Paicines, CA 95043

Attn: Mr. Rex Bryan
President
(408) 289=450¢C

The Ponderosa Telephone Company
P. Q. Box 21
O*Neals, CA 53654

Attn: Mr. E. L. Silkwood
President
(209) 868=3312

Roseville Telephone Company
Roseville, CA 95601

Attan: M¥r. Robert L; Doyle
President-General Manager
(916) 786=6161 .

. Sierra Telephone Company, Inc.
Qakhurst, CA 93644

Attn: Hrl Harry H. Baker Jr.
President
(209) 683-4611

The Siskiyou Telephone Compuny
P. 0. Box 705 :
Fort Jones, CA 96032

Attn: Ms. Eléanbr Hendricks
President and Generzl Manager
(916) 468~2222
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Tuolumne Telephone Company Page 5
P. 0. Box 5032 : '
Concord, CA 94524

Attn:" Mr. John Peterson
Manager
(209) 9284202

<. The Vblcano-Telephone‘Company
Pine Grove, CA 95665

Attn: Mr. J. W. Welch
President ’
(209} 286=-7502

West Cozst Telephone Company of California
P. O. Box 1003
Everett, Washington §38206

Attn: - Mr. Don J. Solle
" Vige President
(206) 258-5321

(END OF APPENDIX D)
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DOXALD VIAL, Commissioner, Concurring

I concur in the decision, but disagree with the way
the schedule ¢f adopted charges builds into the Yoore lifeline
rate the discriminatory impact of the restructu*mng of the telephone
industry on rural areas.

It is c¢lear that rural ratepayers have experzenced greatcr
increases in basic rates than urban areas - and are continuing to
do so - as a result of the introduction of long lines competitibn |
and the dismantling of the Bell System. TFurther, at hcarings:
in both Fresno and Sacramento, we repeatly were reminded that many
of the toll calls in rural'areas are necessary rather than discretionary-
type calls. We were urged to take this fact into .account in
implementing the Moore bill. Yet the schedule of charges adopted
today provides that the Moore lifeline rate in both\ruralvand urban
areas will be 50% of applicable basic or measured rate, as the case
may be, of the telephonme company providing service, thus integrating |
the dmfferent;al rate increases in rural areas into the Moore lz-elzﬂe
rate itself, now and into the future. For example, if the basic
rate in a rural area has gone up 100% end the comparable rate in
an urban area has gone up 50% since *cqtfuctu*ing that differential
rate increase would be reflected in the Moore lifeline charges for the
rural and urban areas involved. _

One of the very purposes of the Moore Universal Telephone
Service Act was to help overcome this kind of dlscrlmxnatory impact.
Seetion 739.2(a), in fact, specxfzcally mandates that we take 1nto
account differentials in the cost of providing sexvice caused by
geographical differences. While we do allow a 50% reduction in
so-called "mileage rates" as part of the schedule of charges; that alone
does not confront the more basic problem that éxis:s in rural areas where
mileage rates are not applicable.
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T would have preferred that we had adopted the recoumendation
of our Administrative Law Judge, who urged us to adopt & fixed
lifeline rate, applicable statewide in both urban and rural ¢rcas
His recommendation also would have applied the 50%_reductlon to
mileage rates contained in the schedule of adopted charges. By
pezging the amount to Pacific's basic rate the AlJ's approaéh'woﬁld
have protected rural ratepayers qualifying for the Moore lifeline
rate from the discriminatory conscquences of the demise of our
national, integrated telephone system., At the same time his
straight-forward approach would have provided more of a cushion
to rural low-income families in comnection with their toll call
problems. _ - ‘ | " ‘

Lacking support for this preferred appréach, I proposed
a-second altermative which was also rejected by the majority. It
would have provided simply that no Moore lifeline rate may éxceed
150% of Pacific's comparable Mooxe “lifeline rate. In offsetting to
some extent the adverse impact of the industry’s reétructuring on
rural areas, the effect of this latter proposal would have been to
"eap" the growing differential between urban and rural rates for
purposes of melementxng the Moore Unmversal relephone Service Act.

In short, we could have done a lot better job in dealing
with the special problems of rural ratepayers without affecting
in any significant way the amount of funds being generated by this
decision for use in non-rural areas to preserve our universal ;
telephone system. ' C |

DOMALD VIAL, Commissioner

-

April 18, 1984
San Franczsco California
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3EPORE TEZ PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORN*A |

Investigation on the Commission's-;
own motion into the method of 0II 85-11=05

implementation of the Moore g (Filed November~30, 1983)
Universal Telephone Service Act. | o

(See Appendix A for appeapdnces.)

’

INTERIM ORD

Decision Summary

This decision implements/ize Moore Universal Telephone
Service Act! which became law in/September 1983. The Act is the
Legislature’ s'response to potertial increases in telephone bills due
to the breakup of American Telephone and Telegraph Company's (AT&”)
Bell Systez.. The Act is i%ﬁénded to provide affordable local
telephone service for the needy, the invalid, the elderly, and rural
customers. The Act mandates that this Commission establish a
subs*dized telephone ser@ice funded by 2 limited tex on supp’ie*s of
intrastate telecszggéﬁgé:ions service. |

As - by'this new law, the Commission, by this .
decision, establishes eiigibility for the subsidy vased on a
aousehold income test of approximately $11,000 or less.per,year; the
sudbsidy, as provided by law, applies only to service to the
recipient's principal place of residence, and only to-aisingle
telephone line to that residence.

The Commission establishes procedures for dete*mining
eligibility based on sel*-ce*ti‘mcstio“ as perzitted by the Act. The
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In our opinion, the idea of a2 progranm administrator would
create an additional unnecessary layer of bureaucracy. It would
drain needed funds from the progran for administration and deléy'the
progran's start date.

Other suggestions were that applicants apply to appropriate
state agencies such as the Department of Social Services, the
Commission's Consumer Affairs Branch, or the California Department of
Consumer Affairs. Another suggestion was sone sort of roof issued
by & social agency or the Commission. TURN suggested that since no
income test would be imposed under its proposal, eligibility could be
established by phone companies checking a customer's service records
for basic service at a principal residence against additional
addresses or services provided. No application for sefvide or
further investigation would be required.

We will authorize self-certification, which will Ye easy %o
comply with for applicants and administratively simple for the
telephone companies. This will also satisfy a erficisn nade
concerning potential abuse of inforzation pro#féed to the telephone
companies. We realize there may ve some pec;pient abuse of the
progran by using this method. In the long run, those aduses will mot
cost nearly as much as a large-scale,/bureaucratic administrative
program. Self-certification coupled with the three simple
eligibility criteria we are adopting should‘he;p those who are
eligible maximize their participation.

The s elf-ce*ti*icap?on should take place once per year or
if eligidbility criteria cbaegp. The certification will Ye filed with
the Telephone company providing service to the applicant and will de
all shat is reguired by thé telephone company to institute lifeline
gservice. Ve will require the telephone companies €0 send 2 notice
descriding the program,énd the self-certification form each ionth'for
the first three monthsfof the progranm and yearly jhereafter t0 2ll
subscribers. Appendix 3 Is 2 sample of the Mdosice and form peQuired.
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Tax Base and Tax Rate

The Moore Act authorizes the Commission 40 set a tax of up
+0 4% on interLATA intrastate telecommunications services, intrastate
telecomnunications services on a basis not defined by IATA boundaries
and, if needed, 2 tax on intralATA intrastate telecommunications
services. The Act defines intrastate telecommunications service as
primerily service for which there is a toll charge p%ys certain
limived telecommunications betwgen exchanges. Frggziﬁfornation'filed
with us by the telephone companies, primarily Pagific Bell, General
Telephone, and Continéntal, it appears that Modre Act services can de
financed with & tax on only interLATA intra :;te services plus.
intrastate services not defined by ILATA bplndaries. During the first
year, however, we will set the tax at tie maximum 4% so that we . can
be reasonadly assured the program will/ support itsélf. We recognize
vhat we nay later have to include intralATA intrastate services if
The tax does not generate enough t¢ fund the progra=. We'alsb,
anticipate that some eligible households will not choose to apply
the'éervice, which will reduce $he potentially required funding.
Present Lifelire Service

Pacific Bell has the most extensive lifeline service ax
present time. It is availadle to anyone who applies for it, and
costs $2.67 a morth. This/fincludes up to 30 local untimed calls;
after 30 calls there charge for each individual c2ll ranging
from 10 to 15 cents. Geperal Telephone has a form of lifeline which
is primarily a reduced cost measured rate service. In both Pacift
Zell's and General Telephone's current general rate césés, there are
alternate proposals 207 revising lifeline service. However, these
were made pridr to the Commission's CII in this proceeding.. A% our
April 2 en bdanc hearing we agreéd to discontinue current lifeline
which we will do July 1, 1984. | |

If we were to continue lifeline service, which is.a bargain-
rate measured rate service, we would have to set the service and the
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charges somewhere bdetween full rate service and the lifeline service
we are instituting in this decision. We see no need to do that.
There are many service options for people today who do not use the
telephone extensively. More than 80% of Pacific Bell's customers
kave optional measured rate service availabdle, which can be used to
reduce one's telephone bdill. | |
Starting the Progran | |
We will order the progran started July 1, 1984.
recognize this will create some difficulties for the toYephone
conmpanies in info*ning custoners of the progran. o, there will be
2 delay in the receipt of revenues from the Moore ct Fuand, revenues
required to reimburse the telephone companies. Tn the general order
which will be established to administer the ogram, we will provide
a procedure for the revenue -eimbursement‘}ag to0 be recovered as an
adninistrative cogt frozm the Moore Act Pund.
ttached as Appendix 3 is a sdmple notice which we will
. order sent to all customers in the first regular billing possidle
after the dame of <his decision. W expect, after consultation with
the telephone companies, that the £irst notices will go out bYetween
30 and 45 days from today. Most/é:stomere the-e’ore will be

notified prior to July 1. Bu%/ﬁé they am%—no@—ﬁo$mfLe&—by—&u&gairo*-

LOTRPE AT OR pr;c* e / ; adjustzents to thelr bil’" can be
nade ret oactivelyqif they uali N for the subsidy.ﬁ Again, the i .’9“¢?2
contenplated general ordey can contain guidelines for that situation.
Prograx Administration - ‘ ‘
Administration of the progran will involve this. Commission,
telephone companies providing service, service supp-*ers-designated
by the Commission w¥o will be paying the tax, the State Board of
Equalization, anq/éhe'State Controller. Respondents indicated during
the hearings %thet 2 Commission general order to cover administrative
procedures was the desired vehicle for administrative puryoses.
Therefore, we will order establishment of workshops.tO'bé'cénducted‘
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by our Communications Division staff with ovérsight by the aSéigned _
Commissioner and ALJ to develop such & general order. The first one
will be held May 10, 1984 at 10 a.m. in San Prancisco at the State
Building. ' '

Service Supvliers

The Moore Act defines those telecommunications‘companies
subject to the tax as "service suppliers," (Reve e and Taxation Code
(RT Code) § 44016), anéd requires the Commissiou/zz senéd a list of
service supplieré'to the Board of Equalizatidg together with the tax
rate immediately upon making its determiigﬁfgn of the tax rate. (R?
Code § 44042.) Appendix C is the 1ist o service suppliers as
determined by this Commission's Commun*é;tions Division.

Serving Televhone Companies "

The Moore Ac¢t requires thre Commission to order every
“elephone corporation providing local service to file a schedule of
rates and charges for +the universal telephone service adopted dy the
Commission; and those corporayions are required to accept.
applications for universal sfrvice according to a procedure specified
by the Commission, includi g_informing their subsceribers how they may
gualify for and obtain thd service. (PU Code § 739.2(c).) |
Appendix D is the listmzé'those telephone corporations providing
local service as deternpined by this Commission's Comnunicgmions
Division and Appendix/B is the suggested notice. )

' It will be/noted thet we have not included cable television
corporations (Cable/7V) or radiotelephone utilities (RTUs) 4n
Appendixes C and/or D. On Decemder 29, 1983 the Allied |
Radiotelepnone U+tilities of California £iled a motion %o sever or
dismiss OII 83-11-05 as to RTUs. 3By intermediate ruling of the ALJ
the motion %o sever was denied; we coneur. Concerning the motion %o’
dismiss, we join it in the ruling we heredy make tﬁét;CaEle IV and
RTU companies, as +they are operating at the present %time, are not
subject to the Moore Act because they are neither service*stppliers
nor telephone corporations providing local service as those terms are
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Conclusion of Law

‘Under § 739.2 of the PU Code and § 44041 of the RT Code,
the Commission may order establishment of universal telephone service
provided by the following order, which is just and reasonable.

IT IS ORDERED that: ‘ ,

1. By June 1, 1984, every telephone corporati Qn’;i°ted in
Appendix D shall file a schedule of rates and changgé ‘for universal

eleyhone service t0 bvecome effective July 1, L,84, and in accordance
with General Order 96-A. ‘

2. The service and the rates and chdrges of the filing
required by Ordering Paragraph 1 shall‘Pe‘as outlined in Findings 9,
12, 14, 16, 17, and 18 of this decisioen.

3. On the first billing cycle/;racticable, every telephone
corporation listed in Appendix ‘D spfatl notify each of its customers
0f the availadility of universal/telepnone service with 2 notice +hat
is szmzlar in content and intent as that shown in Appendix B.

. 4. The %ax rate requirgd by RT Code § 44041 is °e.. at 4% and
shall apply <o interTATA inv{:state teleconmunications services and
intrastate telecomnunications. serviceé not defined by LATA Youndaries.

5. | The list of sermice suppliers required by R“ Code § 44041
is set *o*th in Appendi¥ C.

6. The Commission's Execut*ve Director shall immediate_y
notily the Boaréd of %aualization that the Cozmission has_set *he tax
rate, uhe telecommunications service to which it applies, and the
service sunplze-s bé be taxed and serve. this decision on the Board o'
Zqualization. ‘

! 7. The staff of the Commission's.Communications Division shall

‘ convene and conduct neetings with a1l respondents and interested
parties who wish to attend to develop and file with the Commission
for its consideration a proposed general order to govern
administration of the Ae*- The Lirst meeting shall be May 10, 1984
at 10 a.z. in the State Building, Sen Francisco. |

- 21 -
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€. This proceeding shall be held open to consider the general
order referred %0 in Ordering Paragraph 5, amend Appendixes C and D
as reguired, and adjust the tax base and rate if required.
This order B effective today.

Dated , &t San Prangdiseco, California.

I will issue a concurring opinion. ‘ L“CNARD M. GRIMES, JR.

| Prosidont
DONALD - VIAL © YICTOR CALVO
Commissioner ‘ PRISCILLA C. GREW -
' DONALD VIAL:
W;LLIAM T. BAGLEY
‘ Commissioﬂors




