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0:: e'3-02-0~ 
(Piled Peo:~a~j 24, 1983) 

On ?ebru.a:y 24, 1983 we issu.ed an O~c.e~ :nstituti:lg 
:nvestigatio:l (0::) into the e~~ects o! co~~et:~io:l UpO:l ~asic 
telephon~ service. Coc~etition to vario~s se:vices o!!eree OJ ?ublic 
utili~7 te:e~hone coopa:lies is growing at a. ~~pid r~te due to va~ious 
dpcJ~Jo~s o~ -~e ~p~e-o~ Co~~··~Jca.·~o~~ Co-~J~~Jo~ I~~C) ~~~ e ~ .. oJ... .................... -.......... ...... ..... ...... ...... .., ..... \ .. .., , ...... 1,0, 

technological aevances. :n a~e~~~on, ~asic st~ctu~a: cha:lgez i~ th~ 

• 

·e'eco ...... •· ... .:c"'·'o~s J~~··s·~ ", .. ~ .{ ... ~ ... og ... ps". 3, ... '!II -~S·,'· ,.,~ ~·.~e .",.. ...... .... w. ........ ,.".... • .. \,a~ V_J ..... oil """".:'_ ... _..;;) ~ ....... _ .... _ ~ -...,_ ... _ .... 

wri~ten ~es?o~ses !ro: over 40 ~a~ties, i:le:ueing local te:e~ho~e 
O~A_"'.~~g ~o-~a.~J~~ ~o~g-~~--"'~~p ca-~~e"'s 'a. ... ~~ .6'~co~ ..... nJ~h·Jo~~ ~~ .... ,,-- - w~ •• __ .;;t., ...... ,. • .;,..",................ _ ••• " - .0 .... ..; ..................... ~...,QI.,;- •• ..., 

c~stoQe~s, o~ga:li=a~:o~s re~rese~ti:lg cO~suQe~s, and ce~tai~ other 
i~te:es~s. Most o~ t~ose :e$ponci~g also ,a:ticipatee i~ hea~ings on 
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• April 27,28, and 29, 1983 a~ which ~he Commission sa~ ~~ b~ne.· 
At ~h~ hearings, ~he par~ie3 ~esponding auemen~ea ~heir wri~~en 

s~~te~e~~e wi~h addi~ional in!orma~ion. ~he Corooission also heard 
st~tements by two indepencent consultan~e invited by ~h~ Com:izsion and 
or~e o.ddi tional conz1.l1-:ant appcarir.g on behalf of a cor~su.mer group. 

O~r basic concern in this proceeding is how to perpetuate 
~ho concept of near-universal co~unic~~ions zervice in an area that 
has been a re~~lated monopoly but iz beco~ing a co~p~titive 
·ousiness. In recent years, about, 98% of residet'~-:;ial households in 
Calitorni~ have had telephones, and it is saf~ to say that even the 
smalle$~ busin0zs needing ~ telephone has been able to effore one. 
:Background 

To ~ great ey.ten~ univ~rs~l service has been ~ade 
increasingly possible over the last 50 ye~rs by federal and state 
governmen¥a: policy which per~1¥~~d a =o~opoliztic ~~l~cocmunica~ione 
s~ruc~ur~, ~nder ~~~llation, nnd which ~stablizh~t ~a~e e-:;~uc¥ureo 
that required ~oll revenues to zupport a zi&r~ifican~ portion o! ~he 
fixed costs o! ~he local ~ele?houe r.e~work.2 Amons o~he~ ~hings, 
in~erco~pany toll ce~tle~en¥ me~hodz we~e eztablished which were 
favorable ~o rural ~elephone cocpanies. 

1 
On ~he !ir3~ day, ~he me:b~rz of ¥he Co~isoior. were joined in 

hearing the statemen~$ by !;evaaa Public Se~vico Commis$ione~ Douglas 
Ponn. 

2 Whe~her such :upport constitutes ~ subsidy, and if 
a subsidy exis~z. iz a subject of controversy. 

- 2 -

so~ 

/ 



·e 

0:: 83-02-0~ .- -/ ;z .. ,....,J v ... ..:. 

~~~~ J~ ·o7~ ¥c- ~~~pco-~ .. ~Jea·Jo~~ Cow.~ow_a~J.o~_ ........... _. '..,." .. - .w __ ~-'" ... - '<I .. .... ~ .l' .. 

A ~~s~o:~: cou:e call an acc~ss coce, be 

n~be~ in ~he local excha~ge o~ ~ha~ ci~1· 
~he ?CC, beli~ving ~his s~~viee ~o be di:ec~:1 eo:pe~i~ive 

se:vice and ou~side 

the high volu:e eo~e~eial-indus~:i~l co==unica~ions eor~ic.ors, o! 
which ~he ~o:l routes be~~een the San ?:ancisco ~aj A:ea anc ~he ~os 

"s,ecialized common ea~:iers, Of as Me: a.nd si:i:'a.:- eo:panies a~e' 
called, placed pressure on Eel: Syste: co:panies to o~!e~ eo=pe~i~ive 
,rice res,onses to such se~viees. 

197 A., 

trans:ission eo:petition, a:.c. ~i~~ inc:-easing con~:-oversj over ~he 
tie-in between A:e:ican ~elephone ~~d :eleg~a,h Co:panj (A~~) and 
Nes~e:n Electric, 

~he eo:::,:,,~ ... a ... J .":.t' ~ ""I .... ~~e.- ~ .... nc"'_, ~!;:e;z se·/e .... ,,"'_, Co J "~~-e~· .. ee·~pos-s '0" :f - r .... ,; -'-" I;.. ~ ....... - .. • .. ., .. ........ ., _ .. 

-.e' ... ie~ ... , ..... ., ...... ~ .... .y "e~·"t ...... o"s "l..po"t"evp.;s ..... p. "" ... J_"...., ...... -~ ...... 0' -he ...... J ... _ ..... " ~ •• J • o~ ... t;iWV' - -.; ..... - " •• ." ~.-~.J .", ... WIIo"i:J1tti .. ", ~'-".-ttI 
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to 
oe ~=p~ove~ te:=in~l eq~i~cent co~~etition oy w~y o~ ~o~eing AT~ 
sell Weste:n Zlect~ic ane ,e:~a~s 3ell ~aoo:ato:iez as ~ell.3 

schec~le designee to $ta~t t~ial late "'" • oSO .... '-, . Mo:e p:ocee.t:.:al 
=~~e~ve:ing ~o:lowed and a settle=ent ~as ~inally anno~nced in 1982 
'N"hich l~c. ":0 the 'O'.s .• / J..':.&': O~1:'lio:i., zup:-o., gene:-ally :"e!e:-:-ed to a$ 

the Modi~ied Pinal Jucg~ent (MPJ). 
~"'~b- ·~e v~· A~~~ ..... " 1.I ... w. .... "'." J"i.tJ, .... Q;. "._ .... local ope:ating 

o:! 3~.,": o""\oCIo"'~-"""g ...... J:--~'!iI"''' 

co~?anies ~ill be ~est:"uet~:ec b~t :he ?aci~ie :elephone and 
Teleg:aph Co:pany (?aci~ic) will :e:ain as the co:pany se:ving :os~ 
o~ Cali~o:nia ane ~evada. 

dividing the enti~e nation into a se~ies o~ Loeal Access ~d 
~-~"'~~o"'· '-oCIoa.s ITA~'~) ~e~o""~ ···~·e~ a ~o~e- ~A'" O~A"'~·~~g co-_~_~-y _.~.v~ .. til /'41..... \';"') -.J"\.w ;,;.; •• ~ ,, __ .... _ ...... ~"'W_ ... ... """ ... 4ii.t,YI_.. ~~ 

is p:ohibited !:o: t:anspo~ting a call.' :n Cali~o:nia. t~e:e a:-e 
.. ten 1A~Az (see :ap on !ollowing page). ~ong-dist~~ce co==on ca::-ie~s 
"~st be used ~o: ~nte~-LA=A calls. ~ega:d:ess o~ whethe: ~hey a:e 

i~te:state 0: ~nt~as~ate. :hus, ~~c~ o~ the int:asta~e inte~city 
t~a!~ic !o~~e~ly ca~~ie~ by ?aci~ic will be los~ to it upon 
divestitu:e i~ 1984. 

3 A ~"sc"s~~o'" o~ ~"'oCIoe co~""\e·~·'on ~ .... ~~ .A_~"~a.~ e~·~~""\~e~· ~_~_e~ ... ·~ W-._ __ w_.... _ .... "III .... Z' ttl .. w_ _.. "" ... ,:, ,-,,=, ..... -... ~""'-r""""."" fW. 

iz beyond the scope o~ ~his decisio:l. We have SUlJlJo:tec. it, and have 
.... ~~~ ·0 p'~~~~~.~ ~'~~~·~~oCIos ~"'o~ 'oea' .A~oCIo~~O~P. "'a·ps ·0 .., ...... \.i. <tI _ •• ~ ...... t;.." ..... ..".i.lw.c.i. __ ........ ~ ",=="_ .. "", .... ., .. \,1_ ~ 

~an"~*:J ........ _1 ~g 0'" ... an'·~ae·.· ... • .... "_0- 01 e ...... p.~ "'oCIo""P.~a.-C:'" SPA ~ac~~.( c ~_. oCIo_~ ... '. IJ_ w. """'_ ~'-" ., -... ... _ _.... w._ """, ...... e, ••• • ..., '<tI '- .... W '0#1 .. .. .. ..,., .:;_....;;;;.;::;.:_.;;;_;.;_~-=;..;;.;;;;.;;.-o;;; 

:el. Co. (19i9) 1 C?UC 2d 488 (3ell Syste: license cont:a.ct 
:':lvest!.gation). 

4 Independent (non-Eell) eoc~ar.ies we~e not divided i~to LA:As 'out 
thei~ areas a:-e 3:a11 enou~~ that they neve: t:ar.spo:-ted calls ove: 
distances s~ch as we:e available to ?aci~ic. 
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~~e ?CC i~ Docke~ 78-i2,5 ~=~oses a :e~hoe ~o~ i~~e~s~a~e 
~ee~:a~io~ ~hich shi!ts ~ecove~j o! what ~he pee eee:s to be ~ixed 

':)p--c""') • __ c...,_ .... 

:a~ea~ed ~he ~ecove~j o! a s1:.bs~~~ia: ~o~~io~ o~ ~ixee exc~a~be 
.." ........ 00 ...... 5 ....... "'o'·.!!'''' ~ .... -0 ..... • ... "1'"1' a.CCI!>"'S c .... a ... ""I!>C! •• .... 0.. ,0. ... .:1 ··s~ ... s J:' ... ~ •. ., riJ"'; ~ ••• .... Q-........ "' ...... "' ....... ./ .. ~ .. ~ -o..,w I.-..J ........... W. _ •• 

:hese cha~ges can~o~ be less ~h~ S2 ~o~ ~esiee~~ia: se~'lice and $~ 

~isi:g ove~ 

..... ., oci.-#"g oI ...... e ......... <;) ... e se .. ··lc A a- a s·· .... sc-<'l..,o. ... ·'!' -PC·Ob'!"- a" .... ........ .. •• -.; .A;JtrI ...... ~ • ,,_.., w .... iII!. _1.1 ...... w ...... ,., ....... ,..".".." ..... 

'! 984. 

excha:ge 

l~ .( ...... e .. ~,o..:l "'0 "",-pse"'·'1p •• .. .(v~-'!"<!lt, se-·~Jce 'I..:r • .t:::> _ •• .,,; ..... \.. III r* .. * .., \A .... '='. tJ-J....... . II _ ;,,) 

hi~. cost looal excha.nge co:~anies to establish local 
~ates tha~ do no~ si:.bs~antial:1 exceed ~ates cha~ged "oj 

o~he~ local exchange co~~an!es." (Pa.ge 3 .. ) 
di~ectec at co~,~~ies (esse~~iallj se~vi:g ~u~al a~eas), which hav~ 
pe~-station costs ove~ a set licit. 

; 
~he o!!icial ~it:e o~ this p~oceeding is ~~S a~e WA~S ~a~~et 

St:"Uctu~e but it ha.s becoce gene:-allY' how: as -:he "access cha:'ge 
::':ves-:::'gation./f 
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Wi~h ~his backero~~d in mind, we ini~iatea ~hi3 

inves~igation to prcsen~ us with an overview of the ~roolemz we will 
encounter anc suggestions !or solving th~=. We do not in~end ~t this 
point to order one or more parties to t~ke any actio~, or to make any 
final judgment on any icsue. 
Intra-LATA Competition in 
Tr~~s~1sz1on Services 

~he isouc of whether competition sho~ld be permitt~d in 
various intrastate telecommunications markets, and the ground rules 
tor such competition, was a ~ajor issue i~ theze proeecdi~gs. This 
Commission has jurisdiction over all intrastate t~:ecommunications 
transmission within California, an~ competing carriers must receive 
certificate to provide service. 

Nearly all p~rticz ~ppear to ~gree that competition ohould 
be permitted between LA~As, as contemplated oy the MFJ. There was, 
however, a debate on the ground rules for such competition. The 
biggest dispu~e appeared ~egarding whe~he~ co=p~ti~ion should ~e 
pc~mit~ed w~~hin LATAs. Opinion here civ~rged sienifican~ly. 

Pacific and the o~her local exchange ~elephone cc~panies 
Sta~e ~hat the :ocal exchange company should retain ~oll monopoly 
within the ~ATAs. The MFJ ~ook care noT, ~o draw the LATA bound~r1es 
~oo small, ~hese co~panies pOin~ ou~. in ord~r ~o leave them wi~h 
~ T,oll revenue. (See LATA cap.) ~he local co:panies ~eliev~ tha~ 
failure ~o ~e~ain av least vnis vesviec of vhe forcer voll monopoly 
will place a drain upon ~heir reve~ues, which c~n only be countered 
by large increases in basic exchange service. Soce rural companies 
believe ~ha~ vhis toll revenue drain canno~ be recovered ~y basic 
raT,es ana tha~ ~hiz will lead to their !inar.cial ruin. 

The long-cistance cocpanies refer ~o the language o! vhe 
MPJ and ~he laver opinion filed April 20, ~983 in u.S. v A~&T which 

- 7 -
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finalizes ~he LA!As. These carriers poi~t Out that the Court favors 
such competition. They also agreed tha~ an ~nticompetitive stance 
upon our part will increase the use of technology which bypasses the 
exchange network entirely. This includes no~ only va~ious ~~reless 
methodologies but cable tv. which now has ~o-way voice and data 
C3pability.6 

A few speakers at the hearing suggested th~t ~he financial 
health of local telephone co~anies and near-universal service are 
issues which no longer concern the Co==ission. In their view, if 
subsidies are necessary to maintain ncar-universal service it is up 
to Congress and the st~:e legislatures to provide for such subsidies 
through the tax mechanism. Such legislative bodies can also enact 
bailout schemes for the operating co:panies if necessary. 

6 In Television Transmission v PUC (1956) 47 Cal 2d 82, the 
California Supreme Court deCided that we have no jurisdiction to 
regulate the one-way video service offered by cable IV. The Court 
relied upon the distinction between such service and two-way 
cOmQ~~ication capability in reaching its decision (id. at page 87). 
Cal. Const. Art. XII § 3 defines as public utilities private 
corporations or persons that "O~, oper3:e. control~ 0= manage a 
line. plant. or system :or .. . the ~rans~zsion of te~ephone and 
~elegraph messages ... directly or indirectly for the public." !his 
broad language ~kcs it clear that the Co~ssion's jurisdiction is 
not limited to traditional landline telephone ~nd telegra?h systems, 
(Cf. Pacific Tel. &_Tel. Co. v S?C~ (1975) 73 CPUC 123, abstracted at 
8 PUR~th 532 and 598.) Cable TV interests in this proceeding 
argue that since the ~ri~ry service (TV) is ~regula:cd. ancilla:y 
se~ices should also be ~re~~lated, See statement by to-Co Cable IV 
in Appendix, page 43. 

-8-



OII 8~-02-01 ALJ/vdl * 

In ~his proceeding ~o da~e, we hav~ h~ld only leeisla~iye
'type hearings "Co &i ve us a.n overvie.,,~ o~ iss':.es. ~here~ore a't "this 
:po1n~ we are ~o"C going "Co decide what lev~l o! compe"Cit1on ehoulG 
exis"C wi"thin 'the ~ATAs. However, w~ do note ~ha"C the relationship 
be~ween compe"Cition ~nd ~he main~enance of ncar-universal service i3 

an issue "that we will con~inue "Co explore, ~s ~s ~he rela'tionship 
be'tween near-universal service and local operating company financial 
health. We rejec"C 'the claim tha~ thes~ izsuez are no~ wi"thi~ OUT 

preview. The second paragraph of Public Utili"Cies Code § 4,1 reads: 
"Every public utility shall i'urtJ.ish and mai:"l'tain 

such adequate, cf!icien~, juzt. a:"ld reasonable 
service, instrumentalities, eq,ui:p!:le!i't, and 
~ '1' ',.. . 1 d' , h ,p> i1' I ~aCl :'tle~, :nc u :ng te.ep.on~ ~ac l't.es, as 
defined in Section ,4.1 of the Civil Cod~~ ~s a~e 
necessa~y ~o promo~e ~he safe~y, h~al"Ch, co~!o~~, 
and conv~nicnce o~ i~$ pa~rons. employees, and 
th~ public." 

See also § 701, con~crring upon 'th~ Com~izsion general $upe~visory 
and regulatory powers. 

It is note~orthy that ~ioilar ~rg~men~s were rejec~ed by 
'the U.S. District Cou~~ in its Ap~il 20, 1983 o,i~ion: 

"As its approval of ~he decree end the bacic 
divestiture plan indica~cs, th~ Court believes 
not only th~t cOQpe~itiOn in ~el~communica'tions 
cervices and products ~arket$ is r~~uired 'by law 
'bUt also that such competitio:"l will be healthy 
ana will bcne~i~ ~hc Aoerican peopl~, including 
particularly ~he A~erican consumer. The Court is 
continuing strongly to foster the cbjec'tive of 
competition, including by such mea3u~ee as the 
cO!'l.c.i tior~irle of judicial appro"~'l.l of exceptions 
~rom the stand~rd provisions o~ the docree upon 
~he grant by t~e Opera~:ne Co~p~ni~c o~ f~ir and 
e~ual accesz ~o c~rri~rs who wish to co:petc !or 
the in~ra-LA~A busi~e=s. See pp. 3~-34 infra. 
Ie a zimilar vein, th~ CO~t~ inte~dz 'to see ~o i~ 
that ~he division of AT&~'s assets will not leav~ 
t~e Operating Companies with o~td~tec. eq~ip~en't 
for the access of the s=all~r i~te~0xcha~ge 
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carriers while AT&T re~ai~c ~hc =os~ ~odern, ~h~ 
mos~ ef!icien~ swi~che3 anc o~he~ f~cili~ie$. 

"At 'the same ~ime. ~he Court :;.1:;;0 ex~ec~z 'to do 
what it lceitima~ely can 'to st~en~hen the 
ability o~ the Ope~a'ting Co=pnnie~ 'to function az 
viable cn'ti't1't~s, not eepcnde~'t upon inordinate 
~ate increases !o~ their c~rvival. Some, 
particularly MC!, oaintai~ that the hea2~h o! the 
ORe~ating Companies io not a legitimate co~cern 
o~ 'the Court. Eu~ the Cou~~ h~z 'taken si~ilar 
factors into account befo~o, anc it will do so 
again now. Under es~ablishec legal prinCiples, 
the Cour't is clearly !ree to conSider the puolic 
interest in its broac sense as long as such 
consideration does not negate 'th~ objectives of 
the an~i~rus~ laws. 552 F. SU?P- at 150-15~. 

"':here car! be no douot that the contin".1ee 
viability o! the Ope~atine Com?~niez is in ~he 
p~blic inte:es~. Theze co~panics will ney.~ 
January ~:zu:e ~hc responsibility of providing 
basic loc~l ~elephone service. ~nd i~ iz upon 
~hem, tOO, ~hat will depend the realization of 
th~ go~l of univercal service; i.e., ~he goal of 
provicing af!ordaole tclephon~ zervice ~o all, 
including those who a~e not afflue~~ o~ who 
r~side in relatively i201a~ed areas. Tha~ 
obj~ctivo will ~etain all of ito vitali~y after 
~he reorgcn1zatiOn o! AT&T. The Court will 
therefore ap~rove LATA: which tend ~o ~re8erve 
-'n~ c~~ec-~v~np~~ ~~d ·'n 6 ·'~a"o{~i·y o~~-hp \.t.~ ... .. !ttl .. ."... J"';"", "-'10." .., \i;" v.. _ .. III flip '" .... 

Operating Co~pan1es." (Mimeo. pp. 1~-13~ 
~ootnotez omitted.) 
In co~clusion on this iscuc. we ful:~ recognize 

~mportance and that it i8 up to sta'te regulators to co~e to grips 
wi-..:h it. 

We will adcress the iz:ue of coo?etition in transmission 
services in 0. new O!! izsued cO!"tcurrentlj ·,,1 ~h ~hi~ o~der, ...... hich 
consolidates the individual 3pplications o! ca~riers_ Parties 
interested in par~icipa~ine in those proce~dings 3hould oo~ain a copy 
of tha~ order. 

- 10 -
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"Domina.."lt" anc "Nor.-Do:ninant" Ca-:egories 
Related ~o 'the issuo o! ~~ans=ie3ion coope~~'tion iz the / 

recommendation by specialized com~o~ c~~rie~ in~~rez~z o'ther 'than 'the 
Eell !n'terexchange cn't ity7 'th~'t this Commisziofi ~ollow 'the ?CC and 
designate Bell In'tcrexchange and Pacific as "docin~'t" carriers, 
subject 'to full regulation (full formal ~pplica-:io~s and com,l~'t~ 
cost justifications for rate or 'tsr1~! changes or new cer'lices) while 
the other interexchar.ge co.rriere z.re d'?zi.$tl~.:,;ec! '·r.or~-do::ino.r.t." ?or 
the latt~r catesory there wo~ld be ~ =i:nplified tnriff-filine 
procedure wi-:h changec goi~g into ef!ec~ au'tomat~cally, or ~t l~as't 

some expedited procedure to ~llow the o~her i~terexchange carriers to 
meet competitive ci~uations. 

?aci!ic and Bell !n'terey.ch&~ge clai~ ~hat this 18 un!air 
and a~ at~ez~t vo en3n~re vh~m in ~egula'to~y r~d vape while ~heir 
competitors are f~ce to compe'te wit~ little ~egu:atory over31&~t. 

ir~ this 

connec't;ion poin-: -:0 the :,o~pid erow~h and financ ~a-l h~a:' -:h of ~he 
other carriere. They cai~tain that these cavegoriza'tions were 
adopted by the PCC with t~e pr~civez~it~re Ee!l Zyzte~ orea~iz~tion 
in mind. 

It i2 pre~atu~e to oake for=al deoignationz. We will 
decide what classifications are ap?ropri~te RZ V~ reach the 
~undamen~al deCision o~ whether or not ~o ~cr~iv co:petition 
intr3.sta.te. 

7 In the predive~titure or6aniz~tio~, inte~ctat0 tra!!ic is ~arried 
by the AT&T Long Lines ~epartm~n~. k~ter d~vectit~re, the depart=en~ 
will become an A:&T 8ubsidiary anc wil: carrv ~Ot onlv interztat9 . ~ 

calls but a:$o intrastate inter-LATA traffic. A per~a~cnt naQe has 
not been choze~ for the new compans~ and it is :eferre~ 'to ~ereafter 
as ":Bell In'terey.chr-mee. t' 

- 11 -
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~~~~as~a~e ce~~i~:ea~es a:.c ~a~es is a:~eac.J ~~~o~e ~$ i~ ~wo 
app:~catio~s, o:e ~1 ~C: (A~~:ica~io~ (A.) 82-~2-2~) a:e ~~e o~~e~ ~j 
Sou~he~~ ?aci~ic Co:=~~iea~:o~s Co=~a:J (A.e3-0~-20). 

ac.c.~ess the iss~e i~ those p~oeeec.i~gs. 

·"'a~ious ,a:-ties :ac.e su.gges-:i.ons 0::' ho'''' "';0 s~::e ~~e 

li~eli~e catego:-y o~ se~'l:ce. O~ ~O~ ~o r.ee~ si~g:e-:i~e ~esieen~ial 

se~vice as chea, as ?ossible. 'Oa--'~I!' ... • v_ ... ""'; 

'.... . .... \ ... 0 oJ •• 

ex,ee~ 

:"esic.e~";ial ane. 

~oe~~ o~~-a··~g co~~~-~~s g~-e-~~~~ -.. 6S·_S~ .iJ '--_ ~.", A wI_.... .....:'~.- .. ..... ----J ,.; .. 
this a'O'O~o2.ch as :-aisi:g ac.::i:ist~at:·/e cos~s a:c. as "oeing i::,oss~:~:e 
to e:,,~~;ce. 8 

?u"olic assista~ee. 
~o:-ces 

should cease. :~ so:e ,eo~le :eec. !i:~eial :-elie! to oO":ain 
telephone se:-v~ce, so ~his a:"g~:ent :-uns, it sho~:c. oe t~e bUSiness 

S'·gg~s·~o- u-~~- ·~e ~.~. ... .... y.... . .. \.., .",. w... ,-.JJt\ .. J-. 
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Ra'te d~sier. fea~'.lre8. The :.a:-eer 'telepho~e compan.ies 
~refer a zeasurec eervic~ ap?:"oach. ~hey believe 'tha't a ~oas~:"ed 
ra'te G't:-ucture could be devised which ~ould be z'trict enough eo ~h~'t 

no one would want 'the cervice i~ th~ h~e~er grace o~ :"ezie~ntia! 
service was af:ordable. 

This method has any n~b~r of variations, s~ch as placing 
everyone on ~easured eervice, or having a p:-eciurn fla't rate 
rcsicen'tial category at a relatively h~gh :non'thly charge. 

Small tel"'phone co:nparLicz do no't of!cr li~el :l.ne scr .... ic(" a!' ... d 
do not f~vor it becausc there iz a~ i~su~ficie~'t revenue oa~e to 
s~stain i't wi'thout oate:-ially incre~$~n5 rate~ ~o othere. Regarcing 
ceasur~d service, oome o! the chief executive of~icer$ of 'these 
companies warned us not to i:n~ose it u,on t~ec ~nder a schedu:e whic~ 
would force ~he= ~o replace ce~~~al o~~ice ?lan~ (i.e. cwi~ch ito~ 

mechanical ~o electro~ic ~q~ipcBn~) aheaa o~ no:-=al pla~t 
retiremente. They ~re ~i:ling to conzid~r ~OO% ueag~-z~n:itive 
service af~er ~nc·a"~ng ~ll ~~AC·~~~IC ~cui~m~n- but accA~A~a··on , .... ~ '" .......... .... =- J.. .. "' .. v........ ..." "" _ ... \of". ." J.. wi ... l .., J. ... 

of the procesc. they z~y, ~ill eause :~gnifican~ ~pw~rc pre~$ure on 
local ratec in ~heir ~reac.9 ~~cy also etate ~hat in very sma!l 
exchanges. insta:!~tior. o! e~uip:ent capable of measured loc~l 
service io tOO expenciv~ per CU2~ooer. 

Th~ p~obleo iz ~ger~vated by ~he flat acceZ$ ch~rg~ cye~em 
(see following section) cince the networ~ c~n~ot prccen't:y b~ blocked 
co that so~~ ~sers cannot cake an interz~ate or i~~ercity call. 
Under preseil~ net~ork technology we cannot devi3e a lifeline l~~e for 
"local cc.lls only" which would ",lioinate acceZ3 charges ~o the 
interei ty ne~work. I 

9 These compan:eo chou~~ by no ~~~~~ b~ ~hough~ of as backwarc i~ 
their technology. ~he sta~e~en~c o~ t~cir ?reoicen~~ indi¢a~~ ~h~t 
~lectro~ic e~~ipmcn~ is advantae~ouc ~c th00 ~nd ~any euc~ co=pani~s 
ulready a~e heavy ~zc:~ of i~ anc ct~er ~p-to-datc prod~c~s as well. 
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Th~ re21den~ial ra~~ 3truC~ure problam 13 one o~ ~h~ =O$~ 
dittieul~ issues we face. Because ot ~hc varie~y o~ equipm~n~ 
confi~ra~ions we ~ue~ approach ~he problec on c company-oy-company 
basis in rate case proce~dines. 
Access Charges 

The LATA sys~em and i~s division of reoponzio111~ie3 means 
~hat revenues from long-di3~ance ~raffic ~ill no longer be shared 
among ~elephone companies by use of se~~leme~~ formulas ~ow i4 

effect. To compenoate for this 103~ of revenu~, the FCC has ordered 
access charge: to begin on Jan~ary 1 ~ 1984. (See discussion of FCC 
Docket 7e-72 above -:;.r .. der "Ea.ckerou!'l.~.") 

We have taken the pocition th~t any flat access charges 

/ 

/ 

(~hos~ no~ dependent on act~al usage) should be icposed upon ~he long
distance c~rriers ~nd not the p.~d users. R~venues :ro~ these charges ( 
could then be used by the local operating comp~nies ~o of~~~~ ~he 
revenues lost froe long-l inez service. '''e ha.'/e appeo.led 'the pee' 3 

deCision ~o the Cour~ of Appealz ~o~ ~he )ic'trict of Colum~i~ 
,..~ "'cui. j 0 \iI... y. 

In i~c Ap~il 21 opinion finalizi~e 'the LATAs, ~he U.S. 
Dis~ric't Court comQent~c ~2 follows on the FCC's m~thoc (oimeo. 
pp. ~3-j8, ~ootnotee omit~ed): 

"It cay llppropria::ely be generalizee that local 
'telephone $ervic~ 10 rel~'tively OO~e reli~d upon 
by indiViduals and ~hat lone distance is more 
ousine~c-ori~n'ted. If ~he objective of t~lephone 
servico available .?'t; reazor.abl" ra.:tec to :).11 is 
not to be jcopartized, it is therefore m03t 
i~port~n't 'tha't local rates no~ be b~reen~~ ~y 
unnececsary increases. As the Cou~t r~pea~edlJ 
pointed O~~ in its A~eus't ji, 1982, Opinion 
(especially in conn~c'tion with ~he discussion of 
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~he see~ss e~a~ge :ss~e (see :~~~a)) ~he~e is ~o 
'pg~.4_~.~ bae.~ ~o- "S4~~ .~~ -.o-ga~·~a··o~ o_~ ,." ... ~_ ....... 'ItI.. "'-' • .-J _ .. -.. _ .... r:. .." ... .., • _ _ .~ w ••• 

the Eell Sys~e= as a =ea~s o! ~~~~~~i~i~g t~e 
u~:ve~sa: se~v:ee objee~:ve o~ as ~~ excuse ~o~ 
~aisi~g local ~a~es~ 

":he Cou~~ has the~e~o~e ~o~ec ~i~h eo~si~e~able 
sU-~-'~P ~~~ eo-p ~·~-ay ·~a· ·~e ~~~P-~' .~. _w • .... ~ .., ... ." '-i..I;;)...... 'II •• III 'fl •• .. • ~ ......... 

Co:cu~iea~io~s Co==ission~ ~a~ ~~o= ~sing ~he 
access oha~ge tool as a :ea~s !O~ easi~g ~he 
bu~c.ens o~ ~he ~se~s o! local ~elephone se~vice~ 
has op~ec. ins~eac., in a :ajo~ c.ecision issuec. 
.... "C P ·~e Co""'- t,. a~~-o·p~" o~ .~p cO"'SP~'" ~pc"'PP ;;;, - •• .. !ttl •• \II1II.. "'.:. ~ ~ • w ~.. .. ttl •• .. ..... •• rJ .. .... ..., _ • 

~o sac.c.le ~he local subsc~ibe~s ~i~h ~he access 
cOS"' e o~ • ... ·p-p.,c .... a~ ~P ca--" ~-s C" _4 o,·e".,. "'e",J ..... I; ... ",h •• ".e>~ _ • .. ~... \.111. ... \4"'~J' 

a'·~o··g~ -~e ~CC c'-es ·~a· ~pC-PP a"~ O~·A .. ~·~ .. .,. _'If1 ........ ..".;J. ~ 1fII#¥ .." •• "" "-' ......... \... -.I ",,,,, •• ";'_r.J_,,, 
~ega~c.s i~s c.eeisio~ as assis~ing in i~s 
i:::lp:e~e~~a~ion~ ~he agency'S ac~ion ~uns c.i~~e~ly 
eounte~ to o~e o! the c.ee~ee·s p~incipa: 
assu=p~io~s a~c. pu~poses -- ~ha~ ~h~ !o3te~i~g o~ 
cocpe~i~io~ i~ the ~e:eeo==u~ica~io~s !i~:c. ~eec. 
~o~ an~ sho~~c. ~ot ~e ~he cause o~ :~e~eases :~ 
loca~ ~elepho~e ~a~es. 

~=he CO::iS3io~'s actio~ is ~~ee~g!~eec. 01 t~o 
"'-o-~ "'p~. ~~ -S· -~a-" o .... g ~.I s·a"'cp -p·'1P .... ··O ... ~ • ........ w""''-rr/. ___ W" 1fI_ ", ~ ~. - .... ItJ ......... "" .. ;;, 

have bee~ subsic.izing loeal ~a~e$, a~c. seco~c., 
·~a· -~e b"-~p" o~ .~p O~p-a·~""~ ~o~ ... ~ .... lec· ..... e~ .." ... til 'W_ '-.\.t. ........ WtI~.. ,., .. 1f1_ •• ~" ",:J'---" e.I 

-e·'p",·p .... ep~~ ·0 co-",p"~a-p 1 0 - ..... p ~oe-.. 'I." ...... .,., •• ~,,*,.;J 'ttl .... wW' •• ..., v ........ tI~ ... .. .."v 

.~-~~.~:r' ~,.~. ~o- -~ason~ o~ "'O'IOj a"~ W~UW_~ ~~w~ _ ••• ~ _ J __ _~ 

poo .... o-"c~ ~e ~o- .. P ~_I_~_4~j ~y. ·~e -pe~~e"'-.~' • - ~- ~ ~ ~ .-. ,.-~.-- ~ v_ ._~_~ _w_~ 

suosc~ioe~s. :he~e is ~o oasis !o~ ~i~he~ o! 
these p~e=:ses. 

ff!n ~he ~:~s~ place, i~ is ~ot a~ al~ c:ea~ ~ha~ 
~he s~bs:!y assu:e! by the PCC ~~s eve~ exis~e!. 
!n :~S exte~de~ ove~sight o! A:&:, ~c. i~ 
·~''1Ps-4ga··o''s pY-e~~·"~ OvP ... -a .... .,. :rP~-c ..... p ... ~ ."" 1tJ,. v ..... • hv •• ~--o. __ ... _., ..,...,.tJ, WI .. _ 

Co~:ss!o~ ~as ~eve~ able ~o eete~:i~e ~he~he~y 
i~ !act, local ~a~es haC. bee~ subsidizec. OJ long 
c.is~a~ee ~ates. !n s'!;)i~e o~ that ~eco~c., the pce 
in its Dece=be~ ~982 aecisio~ s::plj igno~ed ~he 
subsi~j p~ob:e: ~~c. ~en~ on to c.eeic.e ~ha~, 
S"bs"~"J 0- "'0· ·~e -P'oco--- ... Jca·~o .. e ~~~·e-·~ IIIIlo .. ~ ••• ttl" !ttl ... ." ... ~ .. ... .... _.. .... 'ttl .. • • ., -:J J ..,.., .". .., 

~ixed costs (see note ;i su~~a) shal~ ~l~:=a~e:j 
be bo~~e by ~he !~c.iv!dua: Suosc~!be~s~ ~hese 
subsc~ibe~s, =o~eove~, will bea~ ~h:s bu~een 
-pga-~'pss 01 ~o··~ ~-Ao··e .. ·~.,. ~I a· 0" .~p~ • - • r..it ... wi' _"''''''' _ ..... • ... 'oJ .... J,. _... ttl ~ .. , v ....... J 
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=a~~ ~se o~ ~~e!: 
ca::'s. 

' ... ~s~-.~~~~.~.~s ~o- ~o~g ~'S-~~CP - . ~- . ..... - ~- ..,~- -
"S<eco~c., eve~ :. ~ :. -: 'oe ass..:.::ee ";::'20": ":t.e:-e wa.s S1;.c~ 
a s~osiej, i"; :3 ~~:,,;e clea:- -:hat =ea~c o-:h~:
-:ha~ :,a~e ~~c:-eases ~o:- :-ez:.een-::'a: z~oscr:oe:-z 
a:'e ~ve.:':aole to =~e ~p ~o:- the :'os"; ~~nds. !-: 
«$oS c-ons:.e.e:-ee 0'] e'/erjone conce:-nee t :~c:,\:.e :ng 
.~.~ ~O"-'" ~~P~ ,. ~~~-OVb~ .~p ~6C-PP .~~.,~ .",. __ ~ \.,t ... ~...,. f'f ...... '" .. ttl Q.~:'. ~~ ti ..... '-";;;i .. .".." " •• ___ .., .. _ 
:. -: 'IIe':e e·'e~ ee~e:-=:'::ee. -:ha~ A:&f: t s ~:l~e~s-:a-:e 
""·ps ... ~.: ~ ... ~ ... ,.., • .... pp .... ,..~ ..... ~,;:'''''I: .... ~oc ..... 
• ~ItI. ~.~~, ••• _iO.iI._V, lflii • .., ..... a;)"""",~-'--",-",.e,. .. Q_ 

... ,. .... ,J "'p co .... ""· • a"'cp '.0' -' ... • ~p .. ~ •• '.". .... ,( '/p.s"" .;J •• ~ .. _."" .... : __ •• .., "'_lijII •• w ••• _I\r;iiffltf t,;,I ...-.~ ... ",. c;:o.._ 

ser·/:'ce 00: ec-:: "Ie co~:c. a~c. · .... o..,;.:.e 'be achievee 01 
"'e""~e.c''"'g ""r.P s,,'oco>,f;:'7 ';f<l ..... "'ccP~'" ................ PC" "I P _'1"p': .. ~ ... _ •• ¥ ........ """,.\.1.., _'fI ... .w. ... -.;\;1 ...... ~.e.-I,;",I ....... r..., 
O ~ ·~e 1~.b~eYc~a'"'gp c~~w'p-C" " •• \/,.. - •• "'~. h ..................... rt,J. 

Ass~::ng !o~ eisc..,;.ss:o~ ?~:-poses -:ha"; ~he :CC's e~c~sio~ 
s~ancs (ane is no~ =od~~iee OJ Cong~essio~s: ac~!on), :US~ we aeo~~ a 

So:e o~ ~he :~~e:,exc~~ge ca::ie:s ~e loes: 
~~ce.··$P • .... e~ ~e·_' ... ·e·'1e ~h~~ 
"" ~ ~ 4 .., ... oJ ~ - - ._~<;io ? 

S~C"-~~ Y~·c~ 'O~A~ CO$·$ O~-O -~~ I~.~w~yc""~~~~ c~--'P-~ ~", 'e~~ ~o .;,., ......... " ....... Q....... .., .. .., ........... ,,~.-,. ··"'··0- ........... "--- - ..... . 
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~ . 
connections. I I 

Docke-: 78-72 .. 
:hese access cha~ge issues will be ~ezolvee in ?ac!!ic's 

pending ~a~e inc~ea3e a?plica-:ion (A .. 83-0~-22) and in ~~e associa~ed 
o:! 83-0~-02, which inc:~~es ~he ~e:aining Cali~o~nia in~~as~a~e 

access cha~ges a-: w~!ch bypass of local exch~ge ~aeil!ties beeooes 
;"l::os-: 

nega-:ive, pointing ou~ ~ha~ bypass ~s ~ individual deciSion based 
upon analysis of cos-:s. 

!-: appea~ec to be -:he consensus o! the pa~~icipant$ t~t 
bypass should no~ be ,~ohibi-:ec bj legislation bu-: ~ha-: aceess 
cha~ges should be se~ e~uitably ~o ciscou~age it. So:e pa~~ies who 
a~e 1a~ge teleco::unica~ions use~s believe tha-: pooling o~ access 
cha~ges (i .. e .. s~a-:ewide ave~aging) would encou~age bypass b7 ~aising 
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:s ~~i~c:pally pa~~ o~ the ~a~e s~~c~~~e ~~~ acc~ss ch~~ge ~sz~es. 
D:3Ct!$S~0~ 

teleco::uncat~o~s se~~:ce. 

0 ..... "".... '0'" ~ ....... ~ "s~ ~ ..... _ • _ _ 111 __ ." ~ wi 

<l.., .... ':"'v~s"'<lg"··"'~ "'a-""c"'''- ""'<!"'p.<!' ..... -0·"" .Jp..a.I" .... '* 0.; .... ,._.-? ~ -.""_ ...... t..;iIiI • • ';' .... _.;;J _.~ .... ~ \... ... !ttI .... 
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?aci~ic !elephone (Donald "'-I'~"''''· S ...... 1"'.-.: ...... ) t,J ....... ,. ~ \7 ..... . 
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Roseville =el. Co. (?obe~t L. Doyle) e CP Na'";ional Co!"p. (Geo:-ge 5'::-00) 
Alvin !. ?elavin. A~~o~ney at ~aw 
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E~~~es Ai~e~a~~ Co=~ar.7 

~ ':) .. '!)~ .. .., •• , 
1'\. .. .. !,;;.'t *" _I. 
?ag~ 2 

Cali!o:~ia ?~blic !~~e:est ?es~a~ch G~o~~ (Ea~ve1 ?oser.!:ele) 
Reger.~s o~ ~he ~r.ive~s:~1 o~ Cali~o~r.~a 

(A:'~ 

3ank o~ A=e~ica (Ja:es J. Sobczak) 

.. 
~. 

Ci~ie$ o~ S~ Jiego ace s~~ P~anc~sco (Leor.a:d Sr.aiee:) 
N~--~ !M~~~C¢~ ~~~P~~~~6 ~~s~c~a-~o~ • 'W. "fl •• r ......... ~ ... _ .. _ "",:J .... ..." .... '¥ /'I\~ \J _ 1ttI_ ... 

Cali~o:r.ia 3a~e~s Clea::r.g EO'~e ar.~ ~eleco:=~~~ca~ions 
Associ&~io~ (~ee L. Sel'~, Ph.:;).) 

".r • ~. ......, ( ....... ...",. -~.) 
NaJ.~e:- ~o~-:e:-, :t!.;.;. on \J~na.!.= 0:- .u:'~. 

Leland Johr.sor., ?~.D. (a~ ~he Co~issior.'s ir.'li~a~ior.) 

3:-.;.ce Ca~~:; .. ehe:s (on -:he Co::ois'sior.' s ir.vi ~a:';ion) 
tt Con~~e:s Coali~ior. (Ca:ol ?'obbir.s, ?'al~h Lao) 

Page 
tS 
~6 

1..7 
1..8 
1..9 
50 
50 
S~ 

;~ ,,, 
,6 
58 
60 

The Co~issior. sho~d no~ a~~ho~ize co=~e~i~~on Yi~hin the 
';.A':As a~-=e: di-res-:i ~·..:.~e.. Ce:",;a~n co::~e~!. ~i"e ca.~:ie:s :a7 be 
coc~e~ing or. a:. ir.~:as~a~e basis '::):esen~lJ W~~~O~~ c~:t~!:ca~e~ 
a·· .. '!' ... o .. ~ ... ..,. A~·J. ca ...... ~p. .. c s'no"',,"; s:· ...... .(- b.(~~.(~g -a~es "0" r.o ....... ~ ... S~ ... ~fC -.."' .. 1r_'oItJ. ... .......... .,;j. __ \a. ""';.; ...... .,,; _ ... __ ~ ttl ~ _. 'W' ........ .;) 4lt,,1.,. tI"i 

anal7s:s ~o de~e::i~e t~e exte~~ o! ~:.:s. 
?aci~~c o~'Ooses a~~ho:iza.~io~ o! i~~:a-~A:A co::~e~i~io~ 

oeca~se it will ~o:ce :apic increases i~ :a~es. • 
?~ese~~ 'Oolicies have res~l~ed in a!!o:ca~:~ service !o: 

<); -: c' asse c o~ c"s':'o""~"s s···os~"::.f e~ ' ....... s-',o.c~ a' C"~-o"'P"" ,..."i ac~""c ~...... rt,J.... ¥ w •• , ... .t.i._ '-I _"'-'_ ~....... "*-iW ItI W ... 4Jt ...... .;.ia.J"Wv, 

:ate ave~agin8 across all geog:aphic a:eas rega:cless o~ cos~s~ 
service ~po~ ~e=~~d and rapid :es~ora~ion, e!!icien~ ~~iliza-=io~ o! 
ev.(s-1~g ·· ... 1'.(·'7 -.~a"' ... a .... ,.; '''''''a. .... c.(a' v.(a. ... .(,~-., 0' "-~'~-ioS "'-- "' .. ~..., ._ttlJ .""'. ".\1, ........ _.-. ......... ,t,,; .... iJJ ... \ifIlo._"_W"~ • 

The ~rese~~ rate s~~~ct~:e is a co:'Olex sjs~e= o! C:OSS
~~osidies. These incl~de s~bsidies ~:o: one class o! service to 
o~hers, !:om one class o~ ~se:s ~o o~he:s, ~hose a:ising !ro: :a~e 
averag1~g across geog:aphy, anc s~bsidies ca~see OJ pos~poning ~he 
:ecove~ o! ~l~~t i~vest=ent costs ~o ~he !~~~:e. S~ch s~bsi~ies 
c~o-: be :::.a!.~-:ainec. i~ a cOQ'::)e-:i ~i "Ie en"/i:o%"..:er.~. Ma:i:e-:s a:.c. 
se:vices yhere ?aci~ic's :a~es ~ave ~ee~ held a:~i~~c:allJ hi&, a:e 
~a~ge~s ~~: co=pe~~~ive en~:j. !n Cal:~ornia, ~he co==~~iea~io~$ 
~a:ke~ is concen-::a~ed in high ~:a!~ie corridors and geog:a~hic 
cen~e~s, !acili~a-:i~g cozpeti-:ion i~ tt.ose s:eas. 
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:011 se:vice ~odaJ ~s ~he ?~i~ci,al $o~~ce o~ s~bsidy 
~lowi~g withi~ ?aci~ic's :ate s~:~c~~~e. ~his i~cl~ces: 

Local access ~ ·51. billion 
:oca1 -.:.sage iOO ::!111.j:l 
?:1v3o~e li~e 580 :illion 
Se:-·/ice connec~~o~s 350 :l111!.~n 

C"i~ se:v:!.ce ~oo :lill~~:l 

~o~al 3·27 billiO:l 

b~i~ess c-.:.sto:e:-s as a class s~p~o:t :esic.e~oe c~stooe:$. 
Rate ave:agi~g =ea~s the sa:e :ates statewide :ega:cles$ o~ 

cos~ "~·"~p. ... p.""cp.s i'"'l sP"'v~ c~ '"'It!' ce ... -a~ .... a""pas C··s-,.. ... p. ... s.( '"'I .... ~ ...... -oos-"" ~ ..... -..... ........ ... - .. . ..... ~ ." - ..... ...., . ... ... "",., .. - .......... .. ~ '" 
:~:al a:eas be~e~i~ ~:o~ :ate ave~agi~g. ~he eO$~ o~ :esice~tial 
access i~ sooe :~:al a~eas c~ be as h:!.gh as !o~: ti:es the cost in 
the :o:e ~o~~lo~s a:eas. :nt:oc.~ctio~ o! co:~etitive ea:-~ie:s will 
e:oc.e ?aei!ic's a~ility to ave:age ac:oss geog:a~cic a:eas. So~e 
........ 8,; sP"v~ C'" ... ~ ...... "'0 ~$ .... ~ ..... a!'!l. S50 a ......... - ... 
• ~... - ..,... .......... ~ r.J e.. oQo .... 0... - .... "" ... 111 •• _ 

~n--~ o~ co~~p.-.(- ... -~ 4'"'1 .... - ... ~ 4"'--a-~'~' "'3o-;p.- e,- -~p. "..J ---.J _ .... ~_\iII_"'.." • ...", __ ",f!J ",_,,= .... \If. _1\_1'\ .... ~ .... _tJ ., WI"'"", 

,:e3e~~ ti:e will crive ra~es ~owa:-d act~l CO$~S ~C ~~~e:~:!.~~ ~he 
Com:iss~on's abl1itj to ove~see th~ st;.osidy ~lows ~hat have se:vec 
~h"" "O"'bl~ C 1"'~e"'eo- In ... ~ S .( S "'30"·.( c,·, a-1:; • ... '·e .( .. Cai 4 ""0 ....... .( ......... ~ .. ~ .... ,.;; ........ "'w" ...,v- .... _ _ .,; if, "". ...... ", • .....,.... .... __ .... _~ If ....... ., 

~he :arket has ~igh density t=a~~ic corrido:s and concen~ra~ed 
cl~ters o~ o:igi~ting a~d te::i~a~i~g tra!~ic~ A~ prese~~, ~or 
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1. POC~$:~g O~ ~:gh ee~s:~j co~~ieo:s ~e :a;O: 
el1;s-:e:-s. 

2. 

'3. 

~. 

5. 

6. 

~~~S'~g O~~ -~s~~'~~g 01 ~~CJIJcts ~A-··~-~ .."J _.. _ ... 1o.IfIt.. ..... ..... .. _ ... _ .". .... ~ __ .... •• .. ." fit ",./ .... 

~ae:::~:~s i~ o:ee: ~o ~~c~ease =~:~e~ 
eove:age ~~ li~~:e cos~. 

:he ~ol:ow~~g cha:~ shows how s~eee~ :OS8 
co~le a~!ec~ selec~ee se:vice ~a~es: 
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~OC~ tJSAGE 
(Suosidy: S700,000,000) 

5-t:lin\::te call 
Po:- eXa::1:p:~, 

a 0-8 ... 01 "1 A ca" .",.- .. ~ .... 

~ SERVICE CO~1r.ZC=:ONS 
(Su"osidy: 5;50,000,000) 

Residence 
Eusiness 

CO:N S3RV:CE 
(Subsidy: 5100,000,000) 

:'oc2.1 Coin Call 

:::?~~:x 
?ag~ 5 

Cl!~:,e::,~ 
Rates 

57.00 .... 
S:;.75 
57.00 

$ 260 

$ 23 
S 35 

10¢ 

A .... e:-ag~e. 
Rates ?:-icec. 

a~ Cos~ 

S 29· 
S 2:; 
S 20 

5500 

·:nc:~des local calls (0-8 :iles). 
··Onlj a."lied to ~easu:-ed se:-vice :oc2.1 calls. 

···Appliec to all local ca.lls. 

?e:-ce~ .. t 
Cha:':.~~ 

N/A 

Eypass syste:s a:-e also a~~ec~ing subsidy ~lows. A :a:-ge 
~~oe:- o~ business custoce:-s hav~ al:-eae.j oe~n oypassi:lo t~e public
switched ne~wo:-k in ~avo:- o! va~io~s ~~ivate sjste=s. ?aci~ic is 
vulne:-able ~o this because o! high concent:-ation o! :-evenues 
gene:-ated OJ its la:-gest business custoce:-s. Only 1 .;~ o! ~stoce:
locations gene:-ate 36~ o~ total bUSiness usage :-evenues. A~ the ene 
o~ 1982 the:-e 'W'e:-e 258 licensee teleeo=unications satellites, .!.,255 
nonutility mic~o'W'ave ch~~ne13 licensee. in Cali!o:-nia, and 56,272 
otne:- common ca:-:-ie:- p:-ivate lines in se:-vice in Ca:i!o:-nia as vell 
as 18,700 ENFIA lines dive:-ting t:-a!!ic !:-o= the public-switched 
netwo:-k. 
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;.:: :?~""D IX 
?age 6 

Develop a ~ew ~egula~o~1 ~~a:ewo~k ";0 
~es,,;~~c~u~e ~ate$. 

!~t~a-~A~A co:~e~i~io~ ca~ O~:1 ta~e ~lace !! the 
Co~:ission allows ~e:e~ho~e co=~a~ie$ ~o be ~el1evec o~ ~~blic 
S~-··'c~ ob'~ga·~o~s ····h~c~ ~~~,~~~ ·~e co~-o~ ca-~~e- o~i~~a.·'o~ ~ ..... w • .., .... " ••• , ft ....... ••• _-.w.'-''fIIII "'_ ............. ,. •• ;.;_ ..... ~ "'_ ..... ,. 0 

suosidj cost, a~d the ~ate ave~ag!~g t!~sadv~~age !o~ ~a~e o! ~e";u:~ 
~est~:c~io~s o~ co:petitive se~vices no~ sha~ed by co=petito~s. ~;e 
si:~ly cannot co~ti~ue to act as a sole p~ovide~ public utili~j i!, 
i~ ~act, we a~~ ~ot.~ 

No distinction should be :ade bet~ee~ co:~etito:s on the 
basis o! the ?ede~al Co:municat!ons Co::iss!on's C?CC) use o~ the 
te~=s ~t!o=inantff and '"~on-do:inantff ca~:ie~s. ~his was intended to 
encou~age new ca:~ie~s to move in~o ~he inte~sta,,;e :a~ket which is 
cha:acte:ized by :elatively hi&~ e~t~y costs. ~he :'ow-cost and 
::-elative ease o'! ent:j' !o:, exit in-:o the int:-a-~A!A :e.:-ket :J.2.ke these 
one-sided :est:'ictions inapp:-op:iate. 

!'! the Com:ission a!te~ dives~itu:e autho:,izes inte:--~A:A 
as o~~osp.~ ·0 ~~·-a ~A~· cOM~e·~·~o~ co~~~·~·o-~ ~··~e" ~~O~,~ ~e 
Q. .lIiI~ .. w."" ... "'. -4,J _I'\,. .i.MZ' .";_",,. ... , --!i'" 'fl." _t:> .",_t;_ .. ¥_ '4IiIIo"~ W 

~equ~~ee to block thei~ ne~wo~ks ~o p~ec:~de ability o! custoce:-s ";0 
ootai~ ~a~tho~ize~ se:vices be~~ee~ ~oi~ts wi~hi~ a ~A:A o~ s~o~lt! 
'o"'~·· ·~e~- c~-·~'~ca·~~ .. '~ •• J~ .~~ •• ~~~ ~~, ~e-·'1Jc~s s~o"'~ b~ _ .. .,, __ .1.1 "'..... '::' .. "" __ • v'::'tiiI- ft. wi ....... 'rI.~t; Mi'\,_I"\.';' ........ ,;;, .. ..... • .. """'_'" .. 

,,;rea~ed unde~ a co~on :egulato~ philosophj. 

costs. 
·",il1 "oe 

~he ongoi~g e:-:-ect 0:- co:peti tion ·",i11 "oe to d~i "Ie ~a.~es to 
~·e ~o-e co~~e···~o~ ~~·-o~uc~~ •• ~ ~~s~ "~x~·o~,~·~ ··~-e _.. .... w:, .." .... v .... ... \1 .. \.i. _., .., .......... "" ;;;, ____ _ •• -..1.; 1,/ ... '1;;;;. 

·0 ~~~e-a.·e s;'~~~~~4S A~~~·~o~a.' (~~.-~ i·~~) eo~~~·'·~o~ \I ~........., '-"'.,;~ ..... ~_~. (,..i..\.i.. w. _ _ ... 'ttl ....... 4"JI'\. .. J"'\. _~.." tJ. 'tI ••• 

~ill jeopa~dize suppo~~ o! unive~sa.l access. A Vicious ci~cle is 
c~eated in which loss o! hi&~-vo:u:e use~s is !ollowec. "01 ~eeucee 
~eve~ues, while ~ixed costs :'e:a.in. ?a~es ~us~ "oe inc~ea.see which 
invite ac.ditional co:petition, etc. 

8~-O;-O;) 
the ee~ent!a.:l";$ 
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:~ ~esponse ~o the Co~~ssion's i~qui~J on what a~e the 
i=~l!cat!on$ !o~ Cali~o~~ia i! i~ !ollows ~he PCC ,olicj in Doe~e~ 78-
72-(comcon11 called access docket), ~he e!!ee~ will be two!ole.: ~o 
-a~se .~~ -~·e 'o~ 'b3.~~c aC~~S$ ·0 .~~ n~···'o-; a~~·o ~O'~6- ~~~ -a-p .". +vi ..... _4.*"" ... t;:,. ...... IJ til ....... _ ttl" ..... , •• ,-,.., • ""-_ ttl;;" • .. ,,~ 

./1'0- ~"''''oQ-_TA'''' "'a'ls' Ov~" ~ .... ~ "'e"'· "J..'1~ ·0 coe''1e'" -r?~a-s ·~J.s .. ,./,":'" - • • ... ttl..... tJiIIJ .-,1\. \.f.... .... w....... .... ".. ~ .... ... ttl ...., ... J'" _ w.... Pf • __ ... 

~esult in an a~~~oxi:a~elJ Sj~ ~e~ int~astate i~c~ease on =esie.ence 
custo:e~s being·ae.ded to the ~ate !o~ oasic access ~o the ne~wo~k. 
Acco=ding to ?aci!!c's esti:ates it sho~ld also ~esult in ~ates 
cr~~ged !o~ inte~-LA~A se~'lices ~eing a,p~ox!:a~elj 30 to ~O~ lowe= 
than they othe~~!se would ha~e been. :he ove~all e!!ect is ~o sp~ead 
the cost o! netwo~~ access =o~e uni~o~=ly ac~oss all cus~oce~s. 

:n a~~lJing the ~~!nci~les o! the pee's c~se, the 
Co:::i ssion shoil:'d a~oir.. i~:l'! .. :ing" hea'lj use:-s to lea.·/~ ?ac~!ic f S 
~e·wo-~ d"~ ·0 a-·~~~~~a' ~_.",J~g ~O~~A.~~ •• w .&1. 1IIIt .. .., .......... -.., .... J! ............ ~ ...... __ ~~. 

~6ga"d~ ... g - .... e •• ... e o~ ~~ a- ""'''''''5 "s"'ge sp.,.,s.l ... • .. ~~ - ...... 6$ 0-;\"w: • ••• w.. 1itIII~ _ _.. till • ~ \I ..., , ... c;, ..... .... ". II... • .... 1tI~, *' 

a co~b!~ation, the ~~i~c:~le$ $e~ !o~th i~ Dock~t 78-72 sho~le. 
, C....... ~ .... . ~ ... _~I./I'J. ...... ..:.J. '~e co"'·~ ~~o··, ~ be asco.a"'s"'d app_j. ..a .. ges .. 0. use 0 ... "'._ ....... c ,;)e .... s ........ ' i;> ..... 0;;, ... __ \,0. .......... 

on a usage basis, while cha~ges !or the use o! non-t~a!!ic se~si~ive 
('~S) plan~ should 'be assessee. on a !la~ basis. 

A th:-eshold level '!o~ access cha~ges a~ wh~ch bypass is 
econo:icallj !easible cannot be es~ablished. The:-e:s no single 
threshold. 3ypass ~s a cus~o:er decision based ~pon individ~al 
ci~cUQstances and econocies. 

The~e a:-e actuallj th~ee k~nds o! bj?3.ss. ~he !irs~ 
involv~s a c~stomerrs bui!di~g its own !acilit:es. Another !o~~, 
:to~e readily available, is the use o'! telephone coc:pany p~ivate-l:ne 
se-v·ces e ... co ..... ag~;Z bj "."'~~.~ ... g ""I ... J.·I"''''e_'''~oQ -"''''e "''''vP'''s ·~""'·ch are ... ~ •• '-'r.....,~ _ ... __ \1 •••. r." QIIJfI ........ "..'iliiiiltllif -~..,- ...... 

substa.ntially 'below costs. A th:re. !o~= :n~olves use o! alte~nate 
carrier !acilities between the eus~omer's :?re:~ses and the car:-~erfs 
point o~ p~ese~ee. ?estruetu~i~g ~ates is neeessa~. 

~o-ce~ ~oo'~~g b~····~e~ ~~~~~~~ ~~~ o-~~- Ca'~~o~ ... J.a • ., ... Z' ...... ." ItItf'Y" ••• g,"' ....... ~.'- ttl......... • ....... . 
companies to ~educe ~ates in high-cost a~eas shou:e not be 
established. The ffuniversal se~vice !~~dff established bj Docket 78-
72 is the approp~1ate way to p~oviee ~elie~. 

Universal service is the goal b~t ~~ exact level o! what is 
"a!~orda.ble" is ha:-d to establish. !n ~he Minneapolis-St. Paul a.rea 
single-line ~o:lth11 rate ~s $11 .7~ with a two-pa~~1 S5.~0 li!eline 
ser'lice. These ~ates a~e substantially above ?aci~ic's !lat ra~e o~ 
$7 and li!eline ~a.~e ot $2.50. ~eve:-~heless, over 9S~ o! the 
households in Minneapolis, St. ?a.ul have se~vice. That is ,~ highe:
than the ave~age !o~ Cali!ornia, w~e~e !o~ ?aci!ic~s ratepayers, the 
~eal cost has actually declined. :he !ollowing table shows San e Francisco' s ~a.te history: 
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~ 9,0 1960 1910 1980 ~982 - - - -
AC':',,;.al cha:ges St.7S $;.0; St.6; S 7 .. 00 S 7 .. 00 

Cha:~es i:!. 1950 c ~ ns ': a..'"l"': 
d0.:. la.!'s .!,,75 :;.96 2.80 A 00 1 .64-I • ~ 

~9;O cha:ges of • 
.~e:easec a"': 

sa.:::e :"a"':e a.s "'~'i 
...,~- t.75 6.10 7·90 17" ~ 5 20,,25 

Ave:age !lo\;.!'s 'No:kec "O~ .... -... 
:1on"':h "':0 pay '!o: service .... 3.0 2 .. 0 1 .. :; i .0 0 .. 8 

::va:l:.:..a":ing oas!.e :-a::e his-:o:-y '!ro:l 1950 s!=-ows -:ha": a:,e:-age 
h~\4rs ·,(o:kec. per :or.::h -:0 pe.j '!o: basic se:',,!.ee ac-:::.ally declines 
~roc ; .. 0 ':0 0.8 '!:oc 1950 -:0 1982. (Ac,,:~al cha:ges ~e:!.-: !ro~ $4 .. 7; 
~~ $7, b~"': charges in 1950 cons-:an,,: dollars ~o::.lc. show a. c.ecli~e ~:0:1 
$4 .. 7; ":0 S1.6.:.). 

No c::,s,,:oce: :leans ,,:es-: sho~ld be estaolished ~or a 
li~eline. 

O'O':ional :eas::.:ed se:"viee can con"::io'..4-:e -:0 '..4nive:sal 
service. ~o c.~ -:his, basic aceess sho~l~ be ::,:!.o'..4ndlec. !:o: ~sage so 
...... 30- c,·~· ...... ",-s c ... ..., -",'.lop 4 ... ,4 ~ ",4 c. .•• ~"i c." p.c~ s~ "'''''s .. tJoD<'JI-c," ~ .... ~ - .... "" .. sa ... tJo 
v_ ~ -~~~-... ~~ -~. ---- - ~~- • - -~- *.~-. -_ v_~ - 0-
packag~ ~es-: ~ee-:i~g -:hei~ ~ee~s.. 31 ;a~'..4a:J ~985 97, o! ~he :ai~ 
s-a.-1 ...... s -< ... • .... e Z""!'V • ..-l"i~ .... a·~'" ... p.2.s·· .. O ... "' ... - e"'"o~ ... .("i.(-..,. (Z~ a. .. ",;o,,,,, ~.,..(~-'-'1,/ ¥ ..... ..,*'!II> ~1'" N. __ ~ _ W"_ w. .. ,., • .., ..... ""' .... \1 -- ... .c;;.'".J",. .. _""tl v •• ... GoW .. A,.li;"iy 

a~ p~ese~~ i~ Sa:!. ?rancisco and ~os A~geles and ?aci!ic is oei:!.g 
... tJo(,!·· ~ .. tJoC," -... .&'.( ~ P. a. ... "i a'" ~... o("s "" ... tJoS""'" - "'a-e ~ "'" C" 6 ... S O case .&'0.... 0 "a'" ~p. ....... ~... ... III \tI _... .. .. *"..... _.. _ ttl *"..... <r;;; ... IJ .. til' ..... ,... Giot .. .... "'0'" 
~ ....... ~oi "'g'" a""'o." S ... o .. ..:: ... "' ......... Co·· ...... ; tJog Z':"1'\': ""-: a .... s .,-: i 0'" C··S· ...... p .. S .("'" tfIIII~. ~...... It,,;., ..... ..;iiI .. ~ _ .. \,I """ ......... '-',......, "'" • tttI_.. ....~.. '" .... w '-I... ... .. 1M .... 

la:ge :1e-:~o?olitan a:eas -:0 ~~e calls on a. local basis ~~ ~he 
ct:.S"':01: tJo ""s oW!! pxc .... a. ... g'" ... , .. s O .... ~ 0'" "'o"p. a.c.·c.·o(-~o""a'l tJoyc .......... gp.s ....... ofc· .. - .. ..--..,.... .-.. .." ~. ~ ~... ........ __ _ _ ttl". .... .. 0<1 h _~... ft •• ,. •• , 

on ~he ave:"a~e, e~coc"Oass ~he area o! in-:e:es,,: as '!a~ gs ~o!'k, 
shoppi:!.g, ano. o~=e: needs a~e eonce~~ed)~ 
Ci~izens '-:ili-:ies (~onald ~. Oeg~e~:eic~e~) 

Cali~o:nia inte:s-:a~e -:011 :a:kets ate al:eady o~e~ ~o 
selective compe-:itio~ ~eca~se o~ ?CC deciSions. Co~?e":i"':io~ 0( .... 

(""~"'as-o"e -O'I~ -a ... '.Ioe-s ··~o··,,:Q." 30"""0""30'" - ... "'0 of ......... .(-3o ... ,.... Ill ... ... ... ;...... .. ...... 1,1 IJ •• aM ... ." If WIt.. ~ ~ • w.., ;,;_ ._'".;V _." ,w.,:,,_ _ ... ~ 
~an$wered ~::.es~ion conc~!'~ eo=~e~i-:ion in -:ne local exch~g~ 
ma:kets. Ci~izens enco~rag~s ~he Coc:issio:!. -:0 eon-:i~~e :e~~a-:ion 
o! local exch~~ge se:vice as a n3o-:~:al :ono?olj. 
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!~ Ca~:~o~~~a, ~h~ e~~ec~s O~ se~~le=entz o~ ?ae~~ic's 
,..'.oIa"'g~ .... c.~ ...... ,:\,..·'!'t ... ~o ....... ~- .... o':s 'CO .... O- -~::"'.("'."'g '.J'A "'0 AC'-a' '.(./l'p. ............. _ .. IiJ."'w ......... _ .... ...... '111 •• ~ _ .... _ .. c;ii, •••• p" ..... __ ttl _ ........... ___ _ 

g .... O··"'1 .: I!» ........ ec· 0:\-. 0'" ••• ." c""'se a'" .I "'e"'~"'sl!» ~ .. ~ oca' e.,c .... a ... gA ......... ~ "0'" • V/IIol! \.. ...... "". _t;.\Iol.I .... N ...... r..~ ... _ ..... 'llll'c;;.. .. _.4';' _ .............. Wit.".., .. . 

C.( .... ",e ... ,. ,.."s ... c .... p,-s 0"" .... P. ... ·~AA ... t!'2 ...... .: s':.t ..... .0 ... '!>,..c~,..$ ,.1 ... .0 .. <11> • .... A "'0"'.0:;' .. Wi • ., ... .;, wfJ!4 t"I M6,.. ... tJ..., tilt .. 'l1li ... r/;) ~._ .I:,... "''w.prJ __ •• ",.... 'fI...... ." "'~ .. 
....... 0·· ...... 0"" ....... A ... .:I..;·-~o ...... ., .1e'O-~c''!>'"':o''' Ay ... ,:. ...... ..,., .,. "'Acov~-e.:l ... ", ... o~·"'" ~ ~........ _ 1ttI ••• w~~_ ""_ •• ~ .. ~ ... __ ,"",\Ii' ••• _tI'.~ ..... ~"W _w • '* .. _,.. l1li ••• -..~ 

:oca1 exc~a~ge ~a~es. 
Add!~:ona: ~~wa~c. 'O~ess~~es a~e ca~sed by ~~e acc~ss 

eha~ges (PCC Docke~ 78:72) a;d cha:lges in accou:l~i:lg :?~ocedu~es ~o 
expe:lse :a~he: ~~a:l ea~i~alize cos~s ~ela~ed. ~o ~~e i~s~alla~io~ a~c 
~e~oval o~ i~sice ~i~~·~c ~e:e:?ho~e a?pa~~~us, o:ce:ec bJ ~he PCC i:l 
~ce· .~ ~a~~~o~"'~a ·~A J~~~c- 0"" "'~.$ '~-.p- C'.ol ...... ~A J'o'" C~·':~e~s I, I. _ .• " .... __ ...... v ..... _ ...... _~t;iwo '-' _ \II..... _ .... ".",..... "~ •. 1!>"''''' ... V_*II ... 

was a~ ::lc:ease o~ S186,000 i~ se:v:ce cO:l~ec~io~ c~a~ges, ~t a~~~a: 
:~c:ease i:l :oca1 se~vice ~a~e$ o~ S~06,OOO, ?:~s a~ i~c:ea$e !:l 
i~t~as~a~e toll ~a~es. 

Ci~i::e:ls does no"; ag~ee ~=.a~ co::pe";i";ion s~i:t:.:a~es 
... o.:,o ..... ~.,a·.(on 0"" .... ' ........... PC'O:; .. ~A.l ... '!> ... A'CO./l'O ...... ·0 ...... " ... ·a4 ... ~"c'" c'-a"""'-.... .... ~ • ... _u "' • .,. ..... "".c;;. .... w" -..;.", ~..,....,." .... ~ .. w__ .. ItI \I ""c;;iiI_ •• ." ~~ .. ~ ... ~ _\IIIIIt ........ '" 

SP-V·CA ~ ... a'" a<l1>J'o~.:'O:; .... 'A ~~~cP -'.ole ... e~A ... ~o ... e " ... c.···s--- ~as a'··~a~~ .. - • ""..-'" .... _ .. • ~......,-..;-.,., :J." ., .. "'.... WI .... -~........ .. ... ~ v .. .J... .." J~ 
""·-s·'e..:l ... ~. ~~ 'AVe' o.co ... ec ....... o'o~~c'!>, , ...... ov ... -"o~ ""0· AY ........... 'P. <I1> J bA-.. .,;~. ~ t.. ~ ... _~.,,~ ... _ .." ........ 0- .;w __ ....... \l;itv •••• ,. .. "*A~~"",, ...... 
O ... ··c -pc~"'o'o~ C"-''''e'''s ~a~ "'0'" s~~ ... a ~P~O"S--a.-Jo ... o~ ... • .JIJ. ;,I." •••• _ Y:>J. _"".4J .... ~ .. ItI __ ~ ............. '-'_ 'W~ .... ... 

..... os· ... ·ve e~""~~~ w~J~'" cO"''O~-·'''~o~ ~.o:;~ o~ ·"'A ~~vA'o~Me"'- 0<11> ~A~ ."" _""... __ ..... ", .......... _. _"' .. oJ_ •• ... ~ •• " ............. _ ~ ......... w _...- .... 
·~c""~o'o~ 0" "''.01~ A~<I1>~C4~~C~ o.co -~A ·e~e~~o"'e ~~s-~~ ~~~ ................ r;:;",J • 11' ... ." ., ... - ........... ." _ "'....... 'tI _ ~ •• ~. .;J.; .... .",.... • .... _ 
~~ ... -o..;··~·~o ... 0"" COM~,o·~·"o~ -aj AVP'" ~avp S~O~A~ -AC~"'O"Ob~C~' .... '11 .. \*.~ ... "'.... _ -zl~ "'_ 'ttl. ....... ., wi...... "'* ... ... "' .. _".. ..... ':>'" ~_ 

aeva~ces becau.se o~ ~he nega~ive ~=~ac~ co:~e~~~~on has O~ ~~e 
ea~ni~gs ~ele~~one co:~~~ies. 

Ci~~ze:ls ~eco::e:leS ~ha~ ~he CO::i$3io~ cevelo~ an access 
eharge s~ruc~u~e base~ O~ ~he a.~proach :?~o~osec ~J CS:~A in ?CC 
Docke~ 78-72. ~his ~~c:ud.es: 

1 • 

2. 

3. 

A '~"'·""o-'" ~~""o",···':~e "' ... .:1 S· ... -A •• ~..;A aVA-a~A ~ ... _ • .... ... w~ .. ... ,,_,,* Q. .. ~ ¥,~",_w_~.. .- 0-
access cha~ge ~a~e $~r1;.ett:.re. 

A relativelj low pe~-l!:le cha~ge which woule 
~o~ be a~ addi~iona: ~h~ea.t ~o u~!versal 
3~:,v:ce. 

!n Ci~ize:ls' o,i:lion aceess cha~ges a~e best assessed. 
a.gai~st the i~t~~excha:lge car~ie~. :h~ recove~j o~ costs alloca~ed 
"'0 .: .. -e ... eyc .... "' .. ngA ~ .. -.~.:I4,.. ... ~O ... S "s ""O"~ ... "" .... -o ... -.(a.·~,.,. -AeoVp.-A.:I !ttl ..... "' .. A.,.g.w. ~ .,;,.. __ ........ ""'\1 ..... .......... " ",w •• fIII_ .. "" ... .,.,... _._~ 

through those de~iving the eeo:lo:ic bene~it ~:o: access to ~he local 
~e~work. Ci~:ze:ls ~ea1ize$ ~ha~ t~e pce, ~~ Docke~ 78-72, has 
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es~ablishec. ~es~~ic~io~s li:i~i~g ~he Cali~o~nia Co::ission's a~ili~j 
'to se': al ~e~~a~i 'Ie access cha~g~ ~a":e s~:"-..:.c,,:,;.:,,es.. :0: =aj ":he:,e~o:,e 
be neces$a~j ~o assess a ~o~'tion o~ ~he c~age3 di~ec~lj ~~o~ ~he 
local c~s~o=e~.. :! ~his is necessa~y a 1i:i": =~S~ be seo: so as noo: 
":0 ':h~eao:en ~~e goal o! ~nive~sa1 se:"vice .. 

Mini:~= ~e:e?hone se~vice sho~lc. ?~ovice access equiva1e~~ 
':0 basic se:"vice, b~o: sho,;.ld include a ve:"j li:i,,:ee ~o~:~ o! access 
·0 .~~ ~o····o~k ...•• ~ -~.p~ s·-·e-'·-~~ ·0 ~~c-P~s~ -~~~.:I~~ ~~ov~ ·~~s '!tI iii ...... •• ~ • .,. .. "_",,~,, .~w_w IJ~,-", ~'-'-' ...... .;} "" .... _.(;M _ .~~-Wr",J Qr.,W .. ." ... 

=i:l:!.~U:. 

Optional =easu~ed se~vice co~:c. conO::"iou":e ":0 o:he goal o~ 
"~'vp-sa' se-·'1~c~ ~~. bpc~"~~ o~ .~~ cos· o~ ·~~~e~~~·~~~ 'oca.' ~....... ... • _ ~,. ;"; ... w ... ~'-"'tJJ_ .. 'WI..... "' .. ..... ~ ... ......... ." .... 0.. .. 
=eas~:-ed se:-vice Ci~izens does no': :-eco::enc. o:ha~ :eas~:"ec. se:-vice be 
op~ional. Also, in :any cases, ?a:-~icula:"lj in 3:3.11 exchanges, 
loca.: =eas~:"ed se:"vice oay noo: be cos~-e~~ecive. Ci~izens c~:,,~eno:lj 
has the ca~abili~j ~o p:-ovic.e =eas~~ec. se~vice in ,:h:'ee o! i0:3 28 
O ~~~ ces 11'10 e""'': ""I .~p -~~ .. o~ "''''em OJo""':: c""··C'''' <."·· .... 5-30 ..... • a' ...... • .... '-!t~.r w •• _ .. ..,.;) 'ttl _ till ...... ,,~~t.. ~-...."t; -.J\Aot.J "" •• 1tI __ 

additiona: cos': in the shoro: ~n.. !n addi':ion 0:0 ':he svi~chi~g 
e~ui~cen': costs, a sizable additional acoun~ could be :"e~ui:"ec. ~or 
inc~eased data ?~ocessing and o~he:" su~~ort se:"vices. 

The only ~es~~ic":ion which sho~ld be i:posed on ~oll 
co:~e~ition or bypass is the :-eq~i~e=eno: tha": a:l se:"vices paj 
equally !or access 0:0 o:he neO:work. Since the ?CC is u~willing 0:0 
i:pose ita auo:ho:"ity on bypass, ~est~ic~ion o~ ino:~a.sO:aO:e by,ass :ay 



·e 
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no~ ~e an al~e:native availa~le ~o ~he Coo:ission. ~he goal o~ 
~nive:sal se:vice j~s~i~ies so~e :es~:ic~ion i! oypass oee~:s a~ ~he 
local excha~ge level. 

Ci~izens con~in~es ~o believ~ ~ha~ ~he ~~aci~io~al ~e~hoc. 
o~ achieving ~~ive:sal se:vice via ~he ~~ll se~~le=en~ pool is ~he 
...... ,o ........... ( .... p ",ec .......... ~$"" •. , .... p ... '.e-p," ~ .. c ...... o(·· ... c·(o ..... ,( ..... _\op ... a·~ ... ""·-,(c.·p 
,;a.~ • • \,I~ • ... ".."' ..... •• ~. * ft ....... w".,,;J_ .... _ ""~~.J"' •• ttJ_ .... "' ... .", ... w.;,l ...... 'III-.w,..,,_ .. 
"o"'~~"'g ... ~ ~vp ..... ~P~ { ... -e .. s· ... - a a~ce~s c .... a~gp~ ' ... ~ .... - .... p .. ~pc ......... (s~ ~ t.,; .... _ •• ."". a. .... ~o"''* _ •• .., .. 'tI""VI~ .. ,w, ..... ..,~. J\.-'-,J \"I.., .. ",. """'*-_ ... ~_ ... 

... ppc.·~pss";- 'I"Ip .. a";~zp~ a",paco ._' .... a ........ (- ~~ ........ p pv .... p ... ,..J;v,.. - ... ·o··(";c,· ..... c, . 

...... WI ..... ....J ,Z'- ....... .",.,;,J ... w w ... 't; .. '=" * IttI • .., .,.""'. _ _ h~~ •• .;;,. "=' 1IfI¥ _____ ~ 

=ain~ai~ local !acili~ies. Ci~ize~s has 'O:ese~~ed evide~ce in Docke~ 
i8-i2 sho~ing ~he ~nc.~e :ate ine:ease i:~ac~s ~hich ~o~lc ~es~l~ ~:~= 
access cha~ges deave:~ged o~ a s~a~~-~y-s~a~e ~asis. A !~~~he~ 
c.eavp- "'ag 4 "'g "0 ....... p cO~"""''''1 'i pvp'" "'o··~ ...... pC!' .. 'i ... ~ ... ~ ... pv- ... p ... p va"( a.p(~ ... -,. .... .., v....... ...:!~.,....... ..., ...... .... *-1.,. .. ttl ... ...... ..~ 'III .... _ ... .", ... "' ... 

o! access cha:ges ~e~~ee~ t!!!e:e~~ se:v~ce a:eas. 

~he goal o! ~n!ve:sal se:viee has been S~?,o:~ec by ?:ice 
ave~aging. As in~e:exch~ge ca::ie:s and new s~~~lie:s en~e: ~he 
Ca~~~o"""~a "'~""~O. 0" ~ sP'oe-~vp ~as~s (~"" - .... p ' ...... _AOS- .... J;~ .... _e~''i ... - ...... .... """"' .. r.~1tI _ ~ .... 'WI' "'_ .,;,; _ ... ttl_v .... '-'" w !til • ... _e, ......... .. 
YO' •• ... e ..... \o~ ... a .. pas) ....... p'<:!" c~ ... a--"ac'" ....... e g"'p"'-es- ... · ... ~O ...... JI> _~ \A.:;.l~ .. .., "' .... _.; ~ '" w. .." "'... • .... ~ti Ir/ ............ '.J .... "" "'. 

s~~sc:ioe~$ ~i~h ~~e leas~ possiole i~ves~=e~~ a~ ~he lowe$~ =on~hlj 
:a~e. ~~en s~ch ~se:s aba~c.o~ ~ele~hone co=?a~1 se:v!ce, ~he co=~an1 
~s 'ip~- ."J;-.... ~ .. vp~- ... o ... - ~ .. ~c.·'io S·N~-C .... ~ ... g pe··~""oP"'" a""c. ....... ca' I"~~ip • -- .... _ til .. "" ... __ ,.,~ ...,."." ....... ___ ,.... ...", ... _ .. .... _~ ..,.,.. '" __ .-\.1 __ 1IIiIII~ ..... 

~acili~ies ~hich ca~o~ ~e i:oec.ia~ely :e~sed !o: o~he: c~s~o=e:s. 
"., .... p "p"'a~"'~"'g c··e-- .... ",p ..... .... ~vp -_ ... "'a'rJ" JI> ..... s .. c .... Jl>aco('~-J;p". !'!'I .... ~s w~~~ ....... ....... ....... ~v" ..... _.:::; •• w .. tJtr",I :J ,J • \Ii_ ..... _ .... III • .,W_ ........ • .. _ 
~"'c~pase ... ·n.e ~a-p~ ~o~ \oa~~c -p ... p .............. e ~p~·~~cp ~~~o( .. g • .... e se-~~cp ........... w _ ¥_~ _ ... 'iJ .... o#." .... ~ ... '-' ..... iZ' ... V. wi' ,....~ ....... ttl ...... "" _." 

o~!e:ed 01 o~he: ca~:i~:s eve~ =~:e a~~~ae~ive. :~is ?:oc~ss is 
al:eac.y ~cc~::ing ~o a li=i~e~ deg~ee i~ Cali~o~~ia. So:e 
coo?e~i~ion i~ ~he ~j~ass !~:: al:eacj exists. 

~he id~al a":)~~oaeh wo~d be ~o: ~he Co~issi~n ~o disallow 
c ....... ~e·~-~ .... n ~ ... ..... p ~ .... c~a·~ a~c" .... -~~~~-~P- ~wp ... e ~"Q. . .... w~p_ 'W¥6.J ",,_ItI_'-' .... " .... ~'" ...... _",.~(;OI.I .. De. ... ", QIIJ • • Q.t.i/ ~ "'.w. ... 
-i~".c~on .. ·~'· ..... ce ... JI> "'Iwp""e""- ·· .. a··-.... ow~ze~ c ........... p*(-( ... "" ....... i.:l ".-. ... ~.. "'wI .. ~_ .. t.;II ... .., 1iIIIIIt ... ....,., 1itI... ... '- \J' ..... ~w W .. 111M""'''. 

~""p Co ...... ·~s~o ..... ,·s· c.·pc~~p .......... p~.p- ,,'~p_\oo~ 0- "0· ~- ~s ... _." ........ .., ... _ ..... ..,....., wi _'- ......... " .. 'W.", .. ,. " ..... IfI~.... .,.. 'wi ..,1tI .. 

~easiole in ~~c.aj·3 envi:o~en~ in Cali!o~nia ~~ es~ablish s~eh 
-es· ... J;c-ions ~I -\oe~ a-p ......... Jl>pas~~";p - .... e~ a .... wJ;~( .. g ........ ~~oso~ .... j • 1tI •• W • _. "' •• J ...... ...,'" -- _;; .. _~ ""....... ..¥ •• w __ ~ .... - r--
:~~ oe develo~ed tha~ ~ill Qinl:ize the e~!ee~$ of co=~eti~10~ ~d 
keep local exchange :ates as low as possiol~. ~ 

!f ~he:e is ~o:e ~han one ~:ovide: o! se:vices, all 
provide~s sho~ld have e~~al :e~la~o:1 o~~dens, g~eh as: 
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2. ?a7i~g loeal ~~l~pho~~ eo~pa~i~s a ~ai~ sha~~ 
o~ ~he cos~s·~o~ aceess. sw~~ch~~g, a~d 
~~a~spo~~ o~ ~~a~!~c. 

3. Abili~y ~o ob~ai~ app~oval ~O~ ~a~e cha~ges 
!~o= ~r.e ?UC on a ~i=e17 basis. 

4. access ~o all ea~~ie~s. 
5. ?~Jvidi~g se~vice on e~~al se~vice levels. 
i~ ........ ~ Co ...... ~c.os~o"l .. ~~ ... s a "'!eI"'-~c"''''- ... ~ ..... r'c~ 's 'Io.~4""g _. "".6_ w .... w .... "-' ... .",w ~~ • .., .. .. _~. ~ ... v. ...... -..J ...... 

..., ...... OV· .. ..l.~ .... ···"Io.·e" co"a"';-.(o"lS O~ PO~~POC"'~Vpo co ...... e-.(-~o"l ....... po Co--is~o(o" ..,,; w. ... \it ~ iii ..... ttl........ ... _ .. _ _ 1,1_ _ ... :, 'tI,. tJ,.. ... , ""...... ......... "wI_" 
S ..... O···.I. .. W~ - .... c,. -a'" ~ -s .. po""," a-io" ",~": e ........ 0"1 po cO--"Ia," ~ po~ s .... o··,,.; ""0- .... po ~ • ~ -~-. ~ -~ ... o~- ~ -- .. ~- ~- -- ~~ ---~ - ~-~ - v ~-"'e"",·j a-ea' ~ ........ ovo( a' ~ .. g a se"'v.( ce .( ... a "'a"""~- .I/ ..... po-po ........ ~3"., a-~c.· 0'" .. 0""'-"" --~ ... - .. ". • .. _ ... w. _J:J.""." •• "" .......... _ .. '=' __ oJ..". _ 

, ~ g"'-'i "7 "'eg"la-~c.· ·6~~POC-.t v~ co ...... ~-o( -O""s a, ... ~ ..... ov-l o.'.(""g - .... 6 ...... OOIe 0" ... ~1tJi"J" .... v"W ..,.. •• .." V...... W~"''''_IIfI.. .. .. ~ ...... - ""_~.;lIo ....... .. 
like se:-·,rice. 

~a-A c,'e~~ ~ ~"p.x.(bi'O(-"7 o~ -e'~"'''''o''''P com"'a"lo(~'" •.• .t.,., be ;\ 'ttI~ t;).~ •• .. _ ...... v*, .. tJ _.~.. .... ~ .. __ w fIf_". .. 

.... -~"I ..... -~c.. aeo 0 ...... 0 .. ···"1~ -~ es -0 c ... o ....... -s··b ... ~ ,':' ~,.~ ., oc ... -: -e' ~"''''''o''l~ CfI.r.'ttI'tIwI .... ,..Q,""wI ...; :J~. "" ..... _tJ. tJ .,;,w ~ .;, .. ~*., ...... ~ .... "" ....... ~ .... _ ... 
se~vice ~~OQ o~he~ p~od~c~s O~ se~vices a~e eli:ina~ed. 

41 !~ ~~e COQQission ~ollovs ~he PCC ~olicj i~ Docke~ 78-72. 

• 

s·a-~ - ... j, -a-es '1/-11' g .. ac.···a''i ....... po ... po..:l'·e~"" .,r.(-.... co ...... ~s ... o"lc.·.("I.f" g .. a' .. ··a' '-' 'IIi • ...,\.1.... .. '" ....,. ... .. _,.'t r.,J .......... \.A. ..... ~ _ 'fI_ ....... "" ... --0 .. ,.~ _ 

inc~eases i~ basic =on~hl"J' ~ele~hone se:-vice. Po~ c~s~o~e:-s vho 
, •• .f 10( ze - ... ~ ·0' AJ. "Ie-···o"''''' _'"".t S c· 0"" co' "e~'" - ~O"" sO"'~ c"s-o"'e"s 4 ... a ~..,,_. 'ttl ........ ¥... ... '-'If .~ .. ,. Ii..... ....... ...,I.A_ 'rtI _.. ...... .... w ..... ._ 

=on~hly bill ~ed~c~ion. 
In deciding whe~her ce~~ain cha~ges o~ cos~s shoi.:.le b~ 

a.s ... .( tr""~c,' ·0 ~"Ic.' ""e"'s 0'" .( .. -e .. ~ .... c .............. ~ ca ...... 4 e"s .( - -I ... '(001"'0"'·"'''''- ~o ~"'O""" '!ttl .... __ t;). .. .... "" .... h .... ~e>- ..... ,. _tJ _,;;, ....... r.I • tJea..-" -

"~"'e""o~'" -""a- a" o~ -"',co c"'a"'~~s a"'~ ~V~"I- .. a'''", "'a~..l. ~o" b"7 ~"'c,' ..... - .... ... 'ttl... tJ .... _ tJ ... .., ~. ~__ ..... __ ""~~ ........ ,, wi .\.i. _.. " __ _ 
"3P"'S Ca'o(~o ..... la s ..... o··'io.· ~ ... , 'ow - ..... ,co """'''1 ac.·o ..... -~·c.· '10."7 - ... ~ ':\""C "0 .... ... .. ... _ ... _ ..... _ .... iIIIIII_ .. \J .... ttl..,. ... !tI--~ .. "'" "" ." W" ... ..... ... __ 'til .... 

i~~e:s~a~e ?~~poses i~ Docke~ 78-72. ~he s~e :ech~is:s =~s~ be 
~sed !o~ ~ecove~ing t~a~~ic sensi~ive a~d ~~S costs ove~ ~he sz=e 
!ive-~0-seven-7ea~ ~~a:lsi~ion ~e:-iod. !! ~he s~a~es do no~ have a 
Qi~:o~ i:age o~ ~he pce plan. ~1 perceived p~ice advan~age vill be 
exploi~ed bj car~ie~s a~d c~stOQe~s ~o ob~ain ~h~ lowes~ possi~le 
ca:-:-ie:- cha~ge. 

ear:-ie~s sho~ld paj Gene~a.l ~o:- ~se o~ local swi~ching, a.nd 
~ranspo:-t of calls ~h~o~gh a i.:.sage p~ici~g sjs~e: 1den~ical ~o ~~a~ 
established by PCC. !~ i~t~as~a~e priei~g is highe~. some ca~~ie:-s 
will have an i~centive to m1s~e?~ese~t in~ra.s~ate ealls as 
i:l~e~sta-ee • 

E~d t.:.sers sho~ld ~ay !or casic local se~vice ~ing ~s~ge-
.......... s~ -1vpo co .. cpo ....... s ·.rho( ch '-If'" -:, .. ~s··, - .( "I ~ ............. '-'!~ .... 'Oa.-r 4 "Ig I •• , "i e .... s"':~ wt;; ..... _..., ... .... _~ IJ • _ _ .... _......... ..... __ ... ~ ....... ... _.... • ",,"'- _ ~__ """, __ 

~o~ a loeal access and ~sage cha~ges !o:- ~he ~e o~ loeal o! 
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~i~eli~~ se:,vice, ~~::"e~~:j av~::a~le :-:0: Ge~e:a:, sho~:e. 
oe :a:~~a:~er! ~n~:! Gene:al ccnve:~s ~o no~o~~:o~a: usage se~si~ive 
se:·lice. ::- ~he Co::::ssio:. eee::s s"J.bsie.izee. se:-v:'ce necessa::r, ~~en 
~~e se:vice =~s~ be ~:c~e:lJ s~~c~u:-er! so ~ha~ i~ :-eeui:es ~te :eas~ 
possible s".;.os:r!J :-:00 o~he:" use:-s. Desi:aole e:~=e~~s 0:- s~bsidized 
se:vice a:'e: 

• , . 
2. 

3· 

Access line :"a~e ~~:'ch :ecove:,s as ::~ch 0:
~he local loo~ cos~s as ~ossib:e. .. . 

A ..... e- 0'..,.,.. 0- .... e-... J -"p,~ c .... a .. gt:o .... ".co'" p, ..... c"!l';" :,. ....... I- ;f _ .... _.., ttI .. 'I... ... ita • ...-t)-'. ., .. ..... ~. 
e~cou:age co~se:·/a::ior. a:.d O'O~'/e:sio~ ":0 
usage se~si":ive se:v:'ce. 

Co"' .... p·~ -.t 0 ..... .; ..... "' ..... ~ seU""tt:o ...... 0.1 - .... p ,( ..... ~ .. s-....,. -p ... .,.,( "loS COO!:'--..... oJ .. "'_ \1_ ." _Jr., <;J. ... " Q'M ..... "" _ 'ttl ••• .... «;"''-4 w." • ... '\p .......... ., ..... 

b"'se,J ""1-': c J ...... .; .......... a- $e~"'e""· ".tI' -· ... e .; ... .:I,·s ... ,..~ "s .Io-""P~ ·0 O'os"-c;i;- '..-. Z' •• .... 0 .... ~ ... '" ~ .... 'wI. _. w ... _.;.~ ... "'_'" .. - ..... (.1. .., ttl 

baser! pricing ex~ensivelj, a s1,;.os~an~ial ?o:-~io~ o! c~s~o=e:s ~:'ll be 
wi~hou~ ~e!ephone se:v:ce. Coc~e~i~ion will seve:elj :es~:ic~ 
abili~j to c.esign :-a~es ~o p:o~o~e un:'7e:sal service ~o: othe: soc:'al 
prog:-acs. 

3ecause co:pe~it:on ~i:l assu:e agg:-essive ~evelop=en~ o~ 
new ~eeh:ology, realistic dep:eciat:o~ :~ves :us~ oe i:ple=en~ed and e :-evenue ~o cove:- c.ep:"eO':::'a~ion expense ::us": 'oe g:-a!l~ed. 
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Co~ti~~~~al c~stoce~s paid an a.v~~ag~ o~ S16.~3 ,~~ :ai~ 
sta~io~ ~e: =o~~r. i~ 198~. A~~e: ~hase-:~ o~ pee Dock~~ 78-72 
s~bsc:ioe:s ~ill pay, cased o~ i98f cos~s, a~ addi~io~al S~.79 ,e: 
co~th ~o: i~~e:sta~e access. !~ Doe~~~ 78-72 ~e:e a~~lieci ~o 
1~trasta~e ~oll, Co~~i~e~~al's s~osc:ioe:s wo~ld ce cha:ged ~ 
a~c.·{·'o~~~ S~~ ~~ ~~~ ~~ •• ~ '- • ..",_ ~......, .. I ...... .tt ~-. "~.II"'.~. 

A ~ask !o:c~ sho~ld be es~ablish~d ~o co~d~e~ a s~~dj which 
'~·J.i c.'~.~~~~-~ a -~w~S~Oic.· iOVPi ~ow acce~~ c~awgps a- w~{c~ ·o~as~ w~ _ .w .... __ ...... w ....... _ .... __ .. • .;,.., ..... _ w ...... J~ W 

o~ local exch~~ge !acili~ies beco:es eco~o=!cal:y ~easible. ~he 
:-es~lts o~ this s~t;.c.y cow.lc. 'O:oviae i~ol~~~acle ~~:"o::a~ior.. '!o: ~his 
CO~M{S~~O~ ~~.-~-g a~b~--a~y ~~s--~c-~o-s ·0 i{~<- OR ~RPV~_-
~_ tiJ_ ..... ..., .. "''''' .... ___ -.., __ .... 'fl •• "'_ .... " ........ _111 ..... "" .... ..... 1tI 

oy?a.ss is a ~~ght=a.:e. T~e ~as~ ~o~ce sho~:d aete~=!:e w~e~he: 
oy,ass sho~lc. be :es~:icted. 

:leec.ec. to 
i:.::.ive:sal 

Access charges sho~lc be or.. a 
ir..s~re ~hat ~~iversal se:vice 
service sho~ld be a !ai: toll 

~ooled basis ~o ~he ex~en~ 
"of ~ ~a~ ""-a.( ""~c." ;""e~ '.0." ~,~ <. .w ..... fttI ........ _. • ... __ ~"* .... 
~:ice on hig~-cost :o~~es. 

ToP .... 
a~prop:ia~e • 
~-ei11~y. 

1 .f ~p i ~.o s~~ .. p~ c.... ~ s ",pc,·.f "'~c.' ...... ---.. _ .... ~ - . .,. ,.-..... , 
~owever, the ~es~ sho~ld no~ 

'r_ 1 08":1: o .... ~ ~ ":I: 3,;' o~ Co-"~ "'e~-a"\ ,~ C··S·O"p",e o.J''( ~ "\ • ... a··~ .. ..... .,.1 -~J ~ • 7".. .... rtJ... . . ." _ aJ ......" ..... ~ • r¥ lilt _ .... •• 'II .. 

~eas~:ed se~vice ~~d ~y 1986 ~his will inc:ease ~o 25.3~. :~ s¢~e 
a:eas the cos~ o~ conver~ir..g to =eas~:ed se:vice is s~bs~~~ia:. 
u~de: ~~day's ~echn~logy the pr~~e==e~ a??=oac~ is convers1o~ ~o 
eJ.~c~"'on.fc s~{·c~<-g ~vP- • .,,~-~ -~.fs ~- ~s -p~essaRj -0 ~~vp ~a"\l .., .,.. ..., .. _... ...I.... • v.. 'ttl... , .. '" _ ..... w .,,, ... ~..... .. 

_~CO"'dof""g or t~c"'P"{""g ca .... a .... .('.c-~ps ":10" oJl'~le.o.s , .• < .. ~ a. s .... a"\~ ............ ~ .. .... ...... • __ ."" "'.... "", .w_ .... "'._. .... .... •• -,;;;;; It .... w~. .... .-_ .. ~.,;_. 

o~ c~s~ome:s ~he additional incremental :"ixed cos~ will be excessive, 
as :~ch as $1 ,000 per e~s~oce:. 

U ... ·o~- C··S·"C,P"'S as ,,,,p"J.i a~ ~""'ai .... p""pJl'.( - ~"'o'" .. ""< op/:> ... c.oa' • ~ .... I;\J ..." .... _ .... ". .. , ;J __ .. _ ... 'ttl _.. ..... -..... ....... .., .. 

se:vice. :~ :~ral Ame:icans a:e !o:eed o~~ the ~~t~o=k, ~=~~ a:eas 

'. 
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......... """'gP'" "'~"Y C ....... - ..... ~ c~"'P .".l, - .... - .... ~... <.u; -"'0"- "'0"'''' .., ..... c:o ~ c'..,. ... p, ... "a. ... ~ $ .... • •• I",J ... "" ....... "'''''J """ .............. ,....."".. • ...,." 1,/#0*""". f'f .. IJ •• ~oJ .;:) ..... ~_~tWI_ ..; ...,. ........... , 
~os~ o! ~:'e co==~~~~~~s i~ ~his Sie::a ~o~l~ ~o~ ~a~e ~ele,hor.~ 
se:~~ce toea7- Sa~e~J cor.side:a~io~s a:e also a cor.ce:~-

I":J • .. "'I .. , ,.,ooe:""; OJ- ...,07.:.e I . 
local 
~he 

!! ~he Co:cissior. !o11o~s ?CC poliej ~~ Doc~e~ 78-72, ~he:e 
a ....... ""'ep--a~ ... -.l, es ....... .( c'" "" ........ p i'" 0.'.( ~~~ C"";'" "'0 ... e ... p ...... ~ ... ~ ~o-p .... -o( a": #It ~ ~ _ * ItI ..... ..,. " ..... .,. .~... t.I ___ ... .... ... 'ttl 'rI ... 'wi ~ "* ..... _ ... t.;.; ~ ~ .... 'ttl. .. 
i~:?ac~ or. local se:vice :a~es. 
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!:-:e:-s-:a::e 
Toll Access 

!:!~as-:a-:e 
'!'~11 Access 

To-:a1 
':011 Access 

7~ 1 ..... 'a·.(0 ... 'J' ....... 1,/ ..... S 9.52 
12 .. 55 

51 ~ .. 01 
18 .. 46 , Od .( ... ""i ...... 0( 0 r. 7' .. __ ... c;.-",. • 

Roseville ~eco==e~ds ~he 
cha~ge s~~~c-:~~e ~~o~osed OJ ~S:TA 
co~sis~s of: • ~ 

Coc:issior. cevelo~ ~~ access 
ir. ?CC Docke-: 78-72. This 

1. A ~~i~o~: ~a-:io~wide (~d s~a~ewide) ave~age 
access cha~ge ~a~e s~~~c-:~~e .. 

2. 

3· 

! "I'!'l""-.(·~I'!"j , ..... ~- .... I'!' .. "'J.I ... ;=. c~~"'g;=. ··~ ... ~c ... ·-~o··,..; ~ .... ~¥.'1..... ..."",fII r"I... ...... .4.,,--w .. ""_M .... " ...... \.i. 
........... ;=. " ... ac,"c,·o(".("';'ai ·~-p.a- "0 ..... I·~;=. .. ~a' •• ..,;'tI t.J .. ~ .. w_w __ w ...... '" ttl .,..... .. y.",...i;I ~ 

se~vice. 

~ i~-:e~exch~~ge ca~~ie~ cha~ge oased o~ 
:ir.~-:es o~ ~se, which co~lc i~cl~de all local 
~~i~chi~~ CO$~S ~l~s o-:he~ ~~ar.si~ior.al 
COS -eo s·:c'" as c~·s'" ...... p. ... _ ... -Oy.( "'p.'" p.O··I ....... p. ... -W-.J, ,..,... __ ttI"" ..... .,..~. ,. .... .,,'- .. ..... ~ ..... _"'. 

" 

The cha~ges a~e oes~ assessed agai~s-: -:he ir.-:e~excha:ge 
ca~~ie~, which de~ives ~he eco~o=ic oer.e~i-: ~~o= access ~o -:he local 
excha~ge ~e~wo~k. The ?CC i~ 'oeke~ 78-72 :aj have li=i~ed ~he 
Co::issior.'s aoili~y ~o se~ a1~e~~a~e access cha~ges. !-: :ay 
~he~e!o~e oe necessa~ to assess a po~~ion o! ~he: 'i~ec~ly ~o ~he 
"J.oca' C"s"'o"'e" "r'.r:> "'ha- ~ s ....... cp.,..sa ..... a ": 1 ... 1- ... ··s- .... ;=. ""e- so ""e "'0· ~ """ IJ .... • ., _.- "' • .",.. • .. ~ ... ~ ...... __ ....... +ttI .... VJII,.., 'wJ .. ~ IfI ~ .. ." 

to th~eater. ~ni7e~sal se~vic~. 
Roseville ~oes ~o~ ~ow w~e~~e: a ~~~eshol~ level ~o~ 

access cha~ges car. oe estaolishee ~o ~ec~ce the ~ossioilitj o~ 
oypass. ?os~ville ~eco:Qends ~ha~ ~a~he~ ~har. a :es~~ic-:ion on 
oj~ass, ~he Co::ission set access cha:ges e~~i-:a~lj ~o~ all ca:~i~~s 
~sing ~he exchange ~e~",o~k inel~c.ing onass ~~chnologies., a.::.d !a"lo:s 
~he ave~aging o~ access cha~ges (~pooling~) on a s~a~ewide oasis. 
Nitho~t this s~osc:ioe~s ~o s:a1:e~ co=~anies will ~aj sigr.i~ica:-:lj 
... ~ ",,1o.e- "' ... a-ges ...... a ... c··"'·o"'~-s ~ .... 'a-g;=. c,.c-~es "'I"'-~o··!l'1o. .... p. ac,"o"O·.con ••• ~.. • ....... • loll ... ~ ~;,:) W' w..".. ._ .... __ .... .."",. .. __ • .....~_ 1,1 .... , _ .., .. 

o~ the ~i7e:sal se~vice !~nc a~d ~he transitional "0001 !o: ~esid~al 
c··s- ...... e.,.- ....... ov~ .. p.c,· ;=.c··~ ....... p.,o\· .... p. ':ICC · ... a~ p. .. ..;o ... o:op.,.. a:" ';=.as· a ce-·a~'" .. w...,'" tII>~. .'-"'... ... ... ~ ... .; ...... ,...W" "11....... .• -...J w~\.i. • ..., ... '-" 'l1li ___ WI ... '" __ 

deg~ee o~ ~ooli~g o~ access cha~ges. 
Mini=~ service sho~ld ~~ov1de access ~~\:.i7alen~ -:0 basic 

se~vice o~t a ye~j li:i-:ec ~o\:.n~ o~ acc~ss ~o -:h~ ~~-:work wi-:h ~a-:e 
St~\:.c~~res to inc~ease ~a~idly above this =i~i=~ -:0 a lev~l 
consis~ent wi-:h !~ll :ecove~j o~ cos~s. 

i.r:> s- ... ,·,... ... ·· .. ec,· ·0 ...... ovo(,..;=. a ... 4 ... .( ........ "'e ... ·,1c;=. o,,".r:>~"'~"'g •• 1fI. -..,'-' 1IfI~. W'~. _'-... ..... ..... _____ w • ....... _ .. .., ..... , 
Qeas\:.~ed se~vice co~lQ. con~~io~~e ~o ~he goal o! ~n1ve:sal service. 
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Eow~ve~, oeca~se o! ~~e'c~~s:de:aole c~s~ o~ i~ple=e~~i~g l~cal 
:ep-s~~ed se~v~ce, i~ sho~ld no~ be op~io~al. !n 3:2.11 exch~ge3 i~ 
:a1 ~o~ oe c~s~-e~~ec~~ve a~d !la~ :a~es :ay be necessa~7. Cos~
e~~ec~ivene3s o~ conve:~i~g exchanges ~o p~ovide ~eas~~ed ~a~e 
capabili~y can o~lj be answe~ed on ~~ exc~ang~-oj-exch~~ge basis. 
c~ ~~-~~~2.~ ~~~~~-~-{~~ (~oo~~o ~--o~) 

• • ,-"-",,.,-, ...... '-it..;. t.lv ........ w_'-' .... ~- II. -- ;,"' ...... 

Conside~aole co=pe~i~ion al~eady exis~s in in~e:s~a~e ~oll 
=a~ke~s. ~he~e~o:e. ~he Co::iss!on sho~ld ad~:ess iss~e$ o! 
~~.~<.-{~g c~~~~-~-(o~ (~ ~ocai ovc~a~go ~~4 4~--a.s-a-p -~~~ .. twI ........ ¥ \I "... AM!' .. .., _ \of. •• "... _ .....", h ... •• .. w .... ~ ..... ftti.. .. WI ... 'oJ.., ..... 
:a:kets. !! co="Oe~i~i~n is "Oe::i~~ed. all e~~:~~S sho~l~ be bo~nd 
by -he s"''''p .... ";~.;. ~ .. " ...... e Co· ...... (S .. 4 0 ... a"o"'S C! .... ":(--o(~g ~J/' 'o"'a' "". ~ ..... _.-_..,. __ .",.. ........ ............ " ... ~_ .. wt.;_...... .. ..... ... 

exchange ~a:ket. l~cal ~elephone co=pa~ies sho~l~ ~e :~liev~c as 
~e~~g ~-ov~~e~ o~ ia~· -~~~-- ~~c." ~~-~~-~ai CO~~6-~-0-~ ~~o,·,~ ~~ -- :'_ .~ .. - .. tiJw .. ."tW .. 'rJ ~ ""'"""..,\1-,;_ .... ~ ..... -.1 ... "' .. "" _w 1;1_ \A. .. \.I. J ... 

~ec~i:ed ~o ~~ovide ~ele~ho~e se~viee ~e~al and eonsis~e~~ wi~h ~he 
goals o~ ~ive~sal se~viCe. Wi~ho~~ ~ei~i~i~g eo=~e~!~o~s ~~ p~ov!ce 
!~: ~nive~3a1 se~vic~~ ~ele~ho~e se~vice will n~~ oe =a!~~a!:ed i~ 
a-pas o~ ~o·,· ~-~~o(-a~~ii"'y . _... ... ~ ~.~._¥ f~ •• V • 

A~o-"'e· ~-~~":p~ ... ~-~ 'ocai ~Yc"'~-g~ co~""e-~-~o~ 4 5 _~A - 'wi ... • 'ttl.""".,; ....... ,,_1.1...... ..."n .. ~ w aM"", W .. 'tI. .... "' ... ~ 
~~iliza~ion o~ capi~al ~~so~~ces. Allowing c~~~e~itio~ ~o en~e~ an 
a~-j:)o",~ "'~v~~~"'P'" 'oc a ' ~~s"~~~···~~~ '"'a""o· ..• o(i": i6~C," "0 c.··· ... l~ea-40 ... •• ...... ~tl .... .. ... .., -,..,.,~... ............ 'ttl ... fJ ... iIIJ."' ......... s;".., III " ... _ ."i;r<;" "" I11III."".. ",_ .. 
OoP' J/'ac 4 ' J.' -~ ""S • ~ "'C"P'''s~ ~ "'I ~c.' ... .( ... ~ ~·"a-o( v~ cos-s ~~c.' .. ~s··,·".( .... · ... 6 _ _ .,.,.." • .." ........... Q wi ._ Q ... ___ 40;) "'. ttl.... ttl. ~ ~ _ ,. .. 1ttI ... w .... "CP 

1~c:ease ~f ~a~es ~o ~he co~s~~~. 

Recove:y o! aecess eha~ges :l~~ be achieve~ ~j pooli~g 
"~vp""e "''''C," ... of s-"'~ 'Ioo".""'g ."'p "P"'1~""ps ~"'o"'g -~o ~oo' ~ ... g ... 30 .... ~~e" ...... .,. .. ~s .... .. __ ..,. ~ w.o_ w ... ;.; .... -.;.-_ '+I......... _ ....... _ ..... _ wi ...... ~ .. ~.. .,; .... _ "",~ ... 

on a :ela~ive c~s~ ~asis i~ o~ce~ ~~ i~s~~e con~1~~~~ce o~ se:v1ce in 
high-eo$~ a:eas. 

EleQen~s o! =in~=~ se:vice sho~ld inc~~de access ~o ~be 
local exch~ge and ~he aoili~1 ~~ ~eeeive incooi~g ealls. 
Eligi~illtj ~~: 11!ellne ~a~e sho~ld be based 0: ~sage a:d no~ o~ ~ 
incoce "Ye$~ 'N"hieh w~·.:.ld ~e "Yoo ot;.:-c.enso:e ac.:in!.s~~a~i ·,elj-

C? ~a~io~al d~es no~ believe ~hat ~nive~sal se~viee c~ ~~ 
'"'a.' "'I-a{ ~P~ "'~"o"g~ 0 .... -<1 0"'''' ... pa'!'·· ... ~c." '!'e-vo( ce -~-~s ':'0( - .... 4> ... a. ~,.,.-.. • •• I.; ___ \,A. .., .... _ 1iIIII... ... 'wi • • • .;,;,,_ ..... ... ..., ..... _., t."I... . ~ t,i ~ ., ~ .. 'tII' •• .., .- _ .. ~ v . ., .... -
:a~e o~ a :leas~:ed se:viee ~a~e is a~"O~o"O:ia~e. C~ ~a~io~a~ is 
"evo(ewo("'Ig -ho ........ ·~ ... ·~a' oJ (,,~-~-"."'~';t. ~;"a~··"'~c.· ... e .... v.(cp 

0( ... sevp-",~ 0"'_ • .. __ 1tI ...... 0.1"-'''''' __ ....... .,. .. __ __ IIiJ", • ." .. IttI_IaJ.':) ....... r.;J~ .... w •• .... ,.... __ ~. 

i ... ~ -oea~ evc"'a"'lg~s ~ ... o(-o(",' ("'v~s-(~~"'(o~ s .... o··~~ (- (s "'00 PX~~"'~~··~ ,,~L • A ___ • ___ ".G_. __ ,,_~_~ ___ w~ ."... " _ , __ ~ •• _ 

t~ c~nve:~ whe:e "Y~e:e is no digi~al o~!ice capabili~y. As digi~al 
ee~i"Ol:lent is installed (O~ a no~=al basis) i~3 ca.~abili~y will be 
presen~. Any a~~e=p~ by ~he Co~=issio~ ~o accelera~e ~his ,~oeess 
will lead ~o cos~s ~~ ~h~ e~s~~=e: ~ha~ exceed ~he bene!it 
:eee1"led. 

Ra~e s~~sic.ies ?:ovided ~j la:ge ~ele'O~one ~se~s $ho~ld 
contint;.e ~~ ~esiden~ial c~s~O:e~s. C~~=e~cial bt;,sinesses :ely 
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heavily on ~he ~elephone se~vice i~ ~hei~ ~o~:::lal ope~a~io~s. 
Tele~ho~e coo~anies ~~s~ de$i~ ~acili~ie$ ~~ ~ee~ ~his a~~ici,a~e~ 
de:and. Po~ this ~eason c? ~a~ional believes ~ha~ ~a.~es sho~~ oe 
~~s(~~c.· -~ ~~~o'~~~ a ~~~a-~~ ~~~-~~~ ~~ ~os-o ~-OM -~~ b .. e<~~ss ...... -~..... .." ....... v II...... fw."." ""_. ~""'. tI .. t",IJ.. "'_ ""' ~"""'._ W tfI ... _ ~ ...... 

C'·S·"'''''~'' ···1ooIOS~ dp",2.~c.' «3 ..... 'a.-4V~-:-:r { ... ~"Iaeo-(I'" •.• ~«'''' a- ...... e $"'-~ -<"'e Wt "fI...., ....... ".. ..,. _ .... _~ .. • .... "'. __ .; .... _ itJ't#_w, " .... _... V 'ttl.... ~_ ., ...... 
flow ~~ the bene~i~ o~ :esi~enti2.1 C~S~OQe:s whose c.e:::l~d ~ends to O~ 

fit !( ., - .c 
:e~at~ve~1 e~ast_e. 

(M~. Pelavin :ep~esen~s 1i $:2.11 inde?enden~ Cali~o~nia 
~ele~hone e~cp~~ies.) 

=hese ~elephone co:~anies a~e gene:a.lly ~~al and ~a:ily
owned. =hey have expe:ie~ced g~ow~h in ~he last 30 "!ea:s and soce o! 
-he'" .... av~ t:lc,·1 ....... e ... • • ., .... ,~ ... ~<e' "'o"e ... o~p ..... _ .... 2. ... ~t:o-:": t.:::"J .... ~... O .... P J'ac"'-""oil w.. .. .... _~_:''''' _'- .... '- ... _riJ .,.. ... '-* ...... "" ...... aJ __ ... .., 6;)"'''''..... ...... ~." 

~! ~h~ g:o~h ~s expansion bejond ~he s:all ~~·~s ~he:~ ~h~7 a~e 
loca~ed a~d in~o ~he mo:e :~ral a~eas. 

"''''e 'i a- "'~e>- "'a"~ oJ' ~""e "e",,o""'e "00" < - ...... "" ... ~ 0' --"P«"P _ ......... o.,.ww ~ _ltI .. w~ • !/ ... _wr. .. _~ .......... ~ __ -.:; ... .., .. .." .... ~fiii_ 

c~:,oanies is de~ived !~oc ~oll ~even~es ~hieh in SO:::le cases 
cons~i~~te SO~ o~ ~he ~o~al co:pany ~even~es. ~hese have oeen ,ait 
... ·· .. s··"' ... - - ... s"''''a''a,-< o"'s a ...... st:o·· .. ·-: t:l ........... ..... oc"'c,· ..... os ....... .(~ ........... vp ... "'p .... 4 .... ~,,*.,.. .......... tti It#It,J "i;i-' .. 1tI.... ....'t.IIt .. WI'If1 ......... ~ ... w,., ..... _ •• 'II ........ ,.""" .., t.;~ __ _ _ 

*e'.II'ec· 1":'0'-: -"A·'1~"'··eeo ~.II' 0 ... A ... a- 4 .......... Al:O'''''I .... ~ ... p CO ... ""Io ... 4~S ......... /11> b",pn .. _ "'. - .................. .wi ¥. :" ... " ........ 0 "'." 'ofIIZ' ... "'..... .....¥~.. *"#J"*,,, ~ • 
... oo'~c,· 2.:".1 -' .. ~ ......... «c.. - ... """e co ... "" ...... <I~s 4 ......... 0·· ................ a ....... ee ... - .... e.( .. .. ~ .... .\,;. v .......... !I~" tt/\J..,.. W!,~".'" __ ~ _ .... 1tI.::J \I..... ." w. ." ttl... __ 

pe> ... a· ... ":~s .... ~;; -"'-:"J. ... t:ovt:o ..... e -t:oO··o("AQ.(.I>"'- ·o.· ... <1 ... "s- .. a-<l··p":-:r "'-"1s .(s ... """ w *rJ_ • .. ..",- 1IfI'wI...., ..... ""........ ..." .~."'." ""_",. 1\ ........ ~. IJ_" .... '" V;J.. .. 

aecomplished ~de: con~~ac~s ~i~h ?aci~ic. W.~ile ~his has been 
:e!e::~! ~o as a s~bsidy o! local ~ates, i~ is :lo~e aec~~a~e to 
:eco~ize ~ha~ the:e has been a ~:ecise a~d c~e~lex sys~e= o~ 
aeco~~~ing ~:ocesses allocating ~oll :even~e ~~ ~hose ele=e~~s o~ 
pl~~ a~d o~e~ati~g eXj'ense which ~e:e co~s!~e~ed dedicated to ~oll 
":n~e"" ,.ov~ ...... .f"'g ac,..o ...... -.t ... g ...,~O( ... c<l ... 'i""s ~- ... e> ~......... '-' -......\1 ..... ~.,;.~ .~.w;;; . 

unde~ ~he pec's new access cha~ge sjs~e= ~he~e will be a 
~~~e ~oll s~bsid7 oeea~se o~he~ coc=on ca~~ie:s a~e given access to 
~he ne:~o:k a~ ba~gai~ ~a~es. ~he local ra~epaye~ ~ill now s~bsidize 
the ~o~~ ca::ie:s. 

Develo~=en~s o! ~he last ;0 jea:s have inc~eased ~even~e 
reo~i~e=en~s o~ ~he small coc~anies O~~ oos~ have not ini~ia~ed :ate 
proceedings oeea~se they have·=e~ ~heir inc~eased expe~ses ~hro~gh 
toll reven~e ~~o= ~he se~~le=en~ ~~oe~ss. ~he exe=ange :a~es have 
:~ined almos~ cons~ant since ~he 1950s. ?ecen~ adverse 
develo~men~s in ~he toll ~even~e ~ool have :ed~ced :even~es to ~he 
pOint iha~ some o~ these companies have los~ :lone,,! d~~ing ~hei: mos~ 
~ecent accounting pe:i~d. 

As a :es~l~ o~ this develo~cen~, placi~g access ehar~es 
into e!~ec~ is only hal! the task. ~he othe: hal! is ~o es~ab~ish 
ra"'es .... e ...... .( ~t!' ....... e be.'i .., .... ce 0' • .... e -eve ... ··e .. p.,., •• « ... e ... e .... - ""os- ... ··~a-: 'ttl .... 'W"W."'o v... __ ~. _ "".... .. __ .. "''-J,.--- ..... "". •.• w ..... .. 

areas are low-incoce a:eas. Establishing hi~~ local ra~es will ca~3e 
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Each -:i:e a ~ele'!lone call is placec. -:~e calle:, uses ~he 
~e···'o-~ m~~_~ ~s ~o -~a~o~ ·0 ~ •• p~~. ·0 ·$o~a·e .~p eY·~-~~ce o~ a .... IttIfII •••• • ........ ." _ •• ... v ... ., ~vw ...... ~tt1 IfI .. .. V VlalJr.I n.r,J'tI .... _ _ 

single co==u.~ica-:ions c!lannel be-:~een ~~e calle:, anc ~he :,eci,ien-: o! 
~he ea~~ as o?posee ~o t:-ea~~n5 the ca~~e= as :ak~n5 use o! the 
enti:'e available r.e~~o:,k~ ~i-:!l -:~e exee'O~ior. o! -:~e ~~e ceeicatec 
~-~v~·~ ,~~~ ev~~ -e~e~~o-~ ca.~~ ~'ac~·c,· a.:"~~~~-p ~~ -~~ s~s-p~ ~ ..... "..""_ ..... "", ~.tl '" .. ~- ... ., ~~~...., *J • __ A> ..... ttI_.... III ti ..... 

...... ''''~s "se o~ -"'e s .... ~-e... m~ose ·" .... 0 ~··--.O-- -0 ~ •• _ .. 4S ... a co~-'P-.(-"v~ w.~ .. ,.., "."",_ JIItJ.., .... _... w ""~_"" .. Ii ." __ ....... __ •• ttI .. .,;_ ... 

co ...... '·~·ca-~o-s S~-·I·C~ ··,.(· ... ou· ~a·--~4 .. ~ .. g ~ .. e--·-~~~ ~e~~-~-~ ~~ .. _ IJ..... .;I ...... "_'1,1 ... .., ... _ •• .",..._ ............... ttI_ ....... .; t;) :w-.~IttI .. 
s1ste: ski: the c:'ea: o!! the -:0'0 o! ~ele~hone :,ever.;es ~i~hou~ 
'bea-~"g .~p ~"-c,'~ .. o~ ... ~ ... _~~_ ... Rg -~~ o~s~e- a:c,' .-~ """vp-~a' ... ..... 1tI;j,.., ;.;,...,..,. .,.,.. _ ........... .,.;ow.......... .., .. .", -.lJ ttl..... .. _ tIfIw ~-_ .... .,;, -

sery!.ce. 
~:,~e ec~a:i~1 in coc~~-:i~ion ~o~la b~ -:0 al~ow eace 

com~e~i-:o:, ~o esfa~l~s~ an i~de~ence~~ s~ste~ o! te:e~ho~es~ l~n~s, . .",-

etc. but to ~o:,oic in~e:-connection wi-:h ~h~ exis-:ir.g system. ~he 
long-distance ca~ket has seer. -:h~ ent:'1 o! co~~~~i~o:,s ~~o o!!e~ :ow
cos~ serYiee by avoiding ~he necessi~1 o~ co=~ensating ~ull'1 tee 
exchange carriers !o:, -:h~ expense o! ~he S1stec. Acc~ss cha:'ges 
O~~e~ -he ~o·e-·~~' o~ -e~u~-~~g a~' o~ -~p 'o"g-~·s·a~~e ca--~e-s ~o .... ¥ :'''' ... " ... .;._ .... ~ .. __ ... ... ....... "' .... _ ...... _ 'ttl _'-' ......,.. 

bear the C03-: o! access to t~e sys-:e:, a CO$-: ~~ich, he:-e-:o!ore, has 
only been borne by the :,e~~la~ec long-line ca:'rie:-. 
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!~ ~he Co::ission ac.o~~s a~ access cha:ge ~la~ based u~o~ 
the pee :lodel wi~hou~ ~ooling, ~he e~~ec~ u~o~ ~~a: a:eas wou:~ ~~ 
~he end o~ unive:sal se~Yice. Such a ~lan ~oulc. ~h~ea~en ~he a"Oili~J 
o~ :any co:~a~ies ~o continue to exist-even i~ thei: =o~e a~~lue~t 
subsc~i"oe~s desi:e to co~~inue. A ~lar. o~ this so:t ~cui:es the 
"~vp ...... p ... pc'·-I ... e""p ....... "0 "',c:. .l.;s ...... ~·"'·· ... -e.l 0" a. ~"a'" ... <:) ... p ... o,. ............ ;J b'"'<!"';s 
• wi ..... f.4_ .. __ ... ~.tIf .... .., .. v 'tI -.;.., ........... .. ";Wol,,/ ~ ... • __ ttl _""""w.., .. ... \1 •• _ ~~ 

...... or.g "'~e -'s-o""e"'~ "'~';~~ wo··.,~ ... p~ •• .,. -I .... ~ .. ~ ... ea~,c:.~ ~ ... O ... • ..... 6 ~-psen· ~.. "'M v~ ttl w *.,,;, " •• _..... ~ .. _ • .. riJ~~'wI _. __ •• '-'_ fItJ .. tWI ........ 'fl •• ";; ."". ~ .w 

neighbo~hooc. o~ $; to S10 to cha:ges in the neighbo:hooc. o~ Sso to 
S80 a =o~~h. ~os~ su~sc~ibe~s si:?:y e~~no~ a!~o~d s~e~ ~a~es. 

SO:le as~ect o~ ~ooling :lust be a ~ea.tu~e o~ any access 
cha~ge policy acce?tec. by the Co~ission. ~he telephone netwo:~ has 
.levp'o~e.l ~ .. p ·0 ~0'4~'PS ···~-Ic"'" ..... a·'lp a~~oc"'-P.l ovP'" ~/t 0' -~e co~'" ~ ... - J." t.,.., • .-.- ., .:' ____ ~ " ••• -.- .., ",.... ..."' ... \.. " • .; .. 1t1.. ..,,'" 
O~ ~o~- ~""'a' ·e~~~~o""P co~~a~~~s ·0 co~~~~p~ ~~-,c:."'s-a"'p a:~.l ... .... .;):\1 .-.. ~ .,,; __ :.... ..... w~ ... __ iii ... w_~. ___ _ •• v __ ." "... .\..., 

'~·~as·a"'e -o~' ~eve~"~~ • ..... -o'·~ ..... a ~oo'4~g s~s-P~ .... 'tII. "'.., lit -_. "' .. ~~...., .., ••• ~Or-'. ,:I ...... J W'_ .... 

~his associatio~ :e~~ese~ts 2~ :nde~enden~ tele~ho~e 
companies ~oi~g ~~sines$ ~~ ~he S~a~e o~ Cal!~o~n~~. ~os~ a~e ~he 
~~ov"~eR~ o~ "'e'e~~o~e sp·y-lce "'0 • ..... e ..... ~· .. d~p~~ o~ s~~'" co~~"~~-~~~ ~ • .. \..i, • .;j _ 'rI -'lit .~..... _. _ ItJ 'tI ....... '-' ...... ___ ............ ............ ..... _'ti ...... _ 

~~c. vast ~u~al areas within Cali!o~~:a. ~ogether thej se:~e nearlj 
50~ o~ the in~abitec. geog~a~hica~ a~ea o~ the State. 

Co~~etition s~ould no~ be allowed wit~i~ ~~e ~A:A o~ with~n 
a :arket a~ea: !t should be allowed inter-~A:A o~ i:lte~~:ket so 
long as noneisc:i~i~a.torJ access charges a~e established. 

~he ?CC ?olic? in ~ocket 78-72 will result in cost ?~icing 
··~~·h ~ s~~~'-I~a~'" ~o","'-Io~ o~ ·~e ~~"'6~~-a·p "'eve~"p ~pc··~-e-,c:.~-".'" ~ .~ •• _ ..... ..,..., ",,"" ... ~_ •• _ ....... "'V"';i.';;;'IttI..,.",.. _ ............. • ~ ... ......... <ttI 

a.ss~g:~e~ ·0 • ..... e ~~~ "se- as a ,.,~ ... -30-6 ~~~-~,c:. ~~ -~e C~"'o-""'a - .... (..,i..., ..".. • ... --. - .. ~"." ;. .., ..... ....... ~.e,-. -_...... QI .......... . 

Co--~eS'on 'o"ows • ..... ~s ~O~l~ a g-~a·e- ~o--~o~ 0' ·~e -I~"'-As-a"'e ~."",,. ...... ....... ~ ..... J .. - tJ - J!' ... _... _ 'ttl.. ..-_ tJ~ c:i- ." .., 

~eve~~e re~u::e:e~t would ~e ass~gned to the end use: as a ~~a~ rate 
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cha~ge. S~ch cha~ges sho~ld be a.ssig~ec. ~o bo~h ~h~ i~~e~~xcha~ge 
ca~rie: and ~he local c~s~o:e:. As a. gene~al ~~:e ~~a!!ic sensi~ive 
cos~s sho~ld be assessee. agai~s~ ~he in~e~excha.nge ca~rier ~hile ~~s 
cos~s sho~ld be assessee. agains~ ~he ene. ~se~. 

~~~ ~C~ ~~e ps-a.~·J.~~~~c." a "'-a~s<-~~~ ~i~~ -~a- ~~A~~<z~e ..... __ \J •• ~ .", "" -.; ".;;; •• ", 'rtI_ •• .. 'tI ... "",~. ~ .. ~ ""_ " .. .-W\J~_ .... t./ 

~he cha:ac~e:is~ics o~ N:S cos~s a:c. ~he exis~ence o~ high-cos~ 
coc~anies ~d ~he neee. ~or a :~~da~orj ~ool !o: in~e~s~a~e services. 
~~e·$~~~ c~~~ac-~~~s-~cs ~vis- ~~- ~~--~e-a-~ -~i-J. se-"~~c~e ~~d a ...... ~ _ •• ~.,... "" "".. "'. ..A '" _ \"I. • ... "'. ~ ttl ..; _ ",'wi.. .. ..... _-..J ~ 

co=~a:aole ~:ansi~ion ~lan sho~ld be conSidered. . -
~~ ... "'~ i ~~g -."~ .. eag~ "'e~s~ -0( "'1~ ~ .. ~ c" ~~ o~~e~s ...... e "'jI:Ios· _ •• t.; ... __ _ """ .. .. ..-... • -....;1 _ W .. • 'ttl. - l""''' ,. .-':) .. .. -. ." ;.. ;,; _ 'ttl 

oppo~~~ni~y ~O~ a :ini=~ level o~ service ~ha~ ~o~lc. be a!~o:daole. 
~~ '1 ~ ~~, ~ "'\~ e~ ... ·~~ c~ < S c" ~jI:IoM~C" "'0 "'01> ~ "'\ ."'~ ~'""'i ~ C < ~-p .. ~e- a 
•• _ •• '-.1 .. ,.., ..... -.J .... II .. _.. ,..,.;..,. '" ",,; ..... 'ttl .... .. wI~W",,~ ... _ItI •• ",";\J, 

c~~ooe~ oeans ~es~ sho~ld ~e :ec~i~ed. O?~ional oeas~~ed se~vice 
~~icee. on a cos~-ca~sa~ive basis·can con~~ib~~e ~o ~ive~sal 
·se~v~cp '~~~~A~"'-J.~ -~ii ~~~"icp ~s a ··~o--~ ... ~~i~ o'o~~c-~vp .. ~~-~ o~ ,. • -- 1'\. .. _...,.~~t.J '" vlt,J .... t;)..,_w ..... It .w~." .... ~.., ."J- "" __ "_itl •• .. 
wi~ho~~ ~niv~:sal s~:vice eonside~a~ions. 

~he s:a11 i~e~~enden~ ~ele~hone co=~a~~es serving s:a11 
~owns anc r~~al a~ea$ also !iled ~esponses ~hlch ar~ reviewed here . . ~ . 
cO.1..:.ec~.ve.:.y. 

!h~ pri:a:y ~h~~s~ o~ ~hese ~es?onses ~as tha~ co=~e~i~ior. 
sho~c. not be allowed wi~hin local exchange a~eas and tha~ els~Nhe~e 
coo~e~i~o~s sho~ld be ~~~a~e~ eq~allj- ~he s~a~e=e~~s poi~~ed o~~ 
~ha~ coope~i~ors are no~ going ~o se~ve low-vol~e. high-cost a~e2S 
and ~ha~ i~ local service :a~es are going ~o s~??o~~ the:selves in 
s~ch a~eas, ~he~e will be s~os~an~ial basiC service ra~e inc~eases. 

A~ the hearing, ~he chie~ exec~~ive o~~ice:s o~ ~hese 
com~anies said tha~ ~he co=?ani~s ~e~e ve~1 s:all (~d in so:e cases 
1- , < .:I) ~ ".r _. ".r •• ""'" < .:I" • - -.:._-ect:.;..p~el.i. a ... ~e~ "or.:.o. "a: .:..;., ~o. _.ao. grown ~a?_l.i..:.j oeca~se ~o.:..:. 
rpv~""'es "'e~6 s'"~~~"'.( ~ ... - SO.,.jI:Io o~ ..... jI:Io 0.#.#.( c~"'~ ~"'~c.' ~ c-ec." 6v~~··"ai .. --'-- ff.t;.. ......... 'w .. .,_"'. ...... ... _ .., .. __ ~ ..... ,.1,;,} Z'._" tJ -..;; ..... -~ .... .-

o~~kr~~~cy i~ access charges are no~ ave~aged on a statewide basis 
~"'d .(~ ··~~o.~-o~p~ 4~_~a._T·m' COM~~-~·~o~ .(s ~jI:Io--~--jI:Io.:l ~~jI:Io~ sa<.:I • .... a-~ .......... ~ __ ••• w. N~_I'\ wl" .. ItI_v- ..... ~.",,._ .. tiv.,\.i.. _"'_.; .... v ... Ii 

dwindling :~ven~es wo~ld oake i~ io?ossiole ~o install ?~og~essivelj 
~he =os~ ooc.ern ect~ipmen~. 
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Do··'c'"':'''' a"'~ "='1)"'"'':'''' Acco.·"' ... a ......... (":Jo"'e"" "O,., ... ~"" ... ) ". ..... ... ~ ;;;IW1tI.r-. ... _. ,- ... \1 •• I"I~ \ .......... .. ...... Qw..r.c. 

::oca'tec. :':'1 S-:ock-:or., -:he co:,anj p:-ov:.e.es se:-·/:'ces to ~ i 
s~al: local ":elephor.e coopar.:'es. ~he ~i:~ p:-epa.:-ec. a s~~e.J o! ~la~
:-2.":e access chD.:"ges r.ecessa:j"' -:0 :eco"le: :::5 cos":s ~:-o: ":he enc. 
U~~... (S~~ ~o~~o···~"'~ ~a.gb) ~o" ~,:,~"',:.s~"''''~ ~O~ ·0 8~~ o~ .~~ ~-_",_,~_ w ..... -- .. __ ." ....... e.:I ..". ___ .~,:I._ ........ .,,1;) 17" ItI '7' _ v ... _ __ GO.o 

cocpar.:es' :eve:'l~es • 
... ~ ,,''''b Co ....... eo eo .( 0'" ~o .. , O"'s ':ICC ~o', r-1 .( ......... as ... "' ... e '·"!'S 1 0 " -- .;;...... ........... .. oiiJlIiI_ ... _ ... " lilt :! ""'Wei" _ •• .".. ..~ltI ........ , _ .. 

exo.:ple, ":0 a Co::~a.r.:r # i c~s-:O:le:- 'ilO-":':C be a.~ a.ce.:. -::onal 545 pe:-
... 0 .......... a""~ "'0"''''' 7~ ........ !) ... ·a ... '" .... ,.·eo J ...... "'-eo ... ,., ... e) c .... o .... g~s ···o··',: .... e "'6" a. .......... -# ... , ... ~ 'IfI IJ~_ \_ .... -.I ...... ~1rI WI.,. .. ttl ...... .." _ ... ~ .... t.J...,wlrtl ... ~. _ ,. ....... .-..,; ,.:;. I 

:on":h, i:'l aec.:.~:.or. ":0 ":he ~~s,,:o=e:-'s ey.cha.~ge se:,v:'ce b:'ll:'ng. 
A~ -:hese :-a-:es, a :ajo:"i":j O~ ~he s:all ~~cepende~~ 

,,:e:epho~e co:pa~j ~s,,:o=e~s will ~o": be ~e:e ~o a~~o~c tele,hone 
se:''l:'ce. 
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So~~he~n ?ac:~ic CO=:l~nica~ions COC~an7 (~ale ~. ?ilz) 
~~~C ~~ a s~(:>c(a~(~~c.· e~~~o~ c~~~((:>~ ~~~6W(~g (~.(:>-~.?(:> 
t.,I~~.,;:; .. ""' • .,. .-.l1li.., ""'_ .............. _ ..... ...,,,..-.;;-. __ ••• "' ... ..,.., .... ~., 

and ,o~iva~e li~~ swi~chec ~eleeo==~nica~i~ns se~v1ces ~nde~ pec 
a··-~o·~(·y S~C~ aJ.·so o~~~~~ ce-·a.~~ C~~4~ow~4~ 4~--a~-a·(:> ~w4.~~-~ ~ "'.. .. .. tI. _,... ". __ • ~ • III .... t;;a, .... _ ...... ". .... 1tI. ti;i WI ttl..., .. "" ... !ttI ,. til .. 

i ("' .... s ......... v' c(:>s ..... c.. (:> ... -a.- 4 ~~t:' ~",., (:>0.' .. ,4.' ... '\0 (:> Co"'''' 4 t:'S4 .~... S"I"'~ .... as ....... _'=' '= ........... ..,. ItI .. ___ w ____ " .. ttI~ ... 'ttl..... _ ..... .., .1t,J... .-y\.; •• 

~4~~c.· .~ ... ~4e~-4~ ... 8~ o· O~ ·0 "'_~V4c.·~ S···4_C .... (:>o.· 4"'-~ ... C4_~ .......... ,..~: ..... Q..,.\"/i.e tI- 1"- ... "" .oJ." _ ... ff.-III ..... _ ••• v..",.. ..,t,/J 

~eleco::~nica~ions se~vices in Cali~o:n:a. 

Co=,oe~i~ion will se:ve ~o 'O:o=o~e e~~ie1enej and ~ee'O oasie 
~a~es low. !~ will se:ve ~o enco~:age loca.l exc~ange cO:lpanies ~o oe 
:lo:e in~ova~ive ~d e~~icien~. 

:~ ~he Co::ission cecides ~o 'O:eel~de in~~a-:A:A 
co=pe~1~ion and ~he:eoy c:ea.~e a :onopoly ~o: ~he local exch~ge 
cO""":ja ... 4 ""s -ha- "'~o"""'''''(·4on s .... ~,·":c.· a ...... 'oy .. ~4~Ow .... ":7 -~ a.~, .... ....... ~ ,. w. ""~ ..... "'. 'fl. ...."""-...... ."'.""_,; -.. ... __ .......... -. ..,.., ...... 

in~e~ey.cha~g~ car~ie:s inel~ci~g AT&~. T~e Co~:issio~ 3ho~lc allow 
coc~e~i~ion wi~hi~ ~he local ~xeha~g~s. 37,ass ~~ehr.ologi~s ~xiz~ 
anc can be cos~-~~~ec~ive !o: SO:le c~s~o=e~s. S~eh ~echnologj is an 
i~ee~tiv~ ~o~ local ~xcha~ge co:panies ~o ~se ~:iee and cons~~~c~ 
~he1~ own ~acili~ies in a =o~~ e~~ic1en~ =anr.e~. 

:he Coc:ission sho~l~ e:'Oloj ~he ~~o=ina:~~ a:d ~non-
~~c~~a.:"-~ • .... ""o~~""t:' a~o~-ec.· .... oy .~A ~C~ 4 ... (.~ ~-oce~c.·4~g Co .... ~e-(-4v(:> Wo\J _;.. .... 'vI .", ... ~ ._'¥-.J .... ¥~ W.; tIf1 ... ~ .. \.J __ .'ttI':;'._ _._ ... w/ WI • ..,. ~ 

Ca:~ie: R~le:aking (8,·?CC 2d ~, 1980). . 
A~&~, 1~s s~osidiaries, and i~depe~de~~ tele~hone ~ompanies 

we:~ !oi:.na ~o be docin~~ ea~:iers oeca~se o! ~heir h~ge =a:~e~ 
sha.:e. The ?CC ~oi:.~d ~ha~ ~hey sho~ld be 3~bjec~ ~o ~:adi~ional 
":)'4 .... -; 1e .. -~, "'.y "'61:1"" a-~ 0'" O- .... e .. c~ ....... o ... ca-"( (:>_... s··c .... as S~C'" w~"'~ 1:: ..... ;,;- ... "" .... .., ·';;OillA- IJ........ "II .... .,.,......,.... • •• w .. w-., -... - _..,... ... 
neld ~o be non-do=inan~ beca~se o~ thei: lack of =a~~e~ 'Oower and 
S'~b4(:>C- ·0 .... ,.1~4e~(:>"'· co ...... e-4-.(v~ ~.~ess· ... ·-.e so -~ .... - -h~"'w·~(:>"'~o"''''~'''c~ ... .J - ..,.., ~ -....- .. • _ ....... 'fI .... _"" IfI _ w. 'III "'" _ ~ ~ .., ....... !J ""... ..... ~ - .... I-""~ -
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Co:?etition i~ Ca:i!o~~ia =a~kets is 1!~e17 to cause ~ates 
to be aligned closelj with costs but neec not th:eate~ unive:sal 
se~vice. ?ather~ ~he Co::ission Nill be able to ce~e::::l!ne how 
service cos~s are to be cev~lo~ec ~~c assi~~ee !o~ ~ur~oses o~ the 
develo~:::lent o~ local access tari~~ rates which are ~o ~e ~aid by 
carriers "t;.sing the local distribu~ion ?l~t o~ ~he various exch~~ge 
cocp2..."lies. 

S?CC believes that te:e~ho~e service should be available to 
all who ~esi~e or neee i~. :h~ ?eee~a: State Joi~t Eoa~d in PCC 
Docket 80-86 has ado?ted a hi~~-cost ~actor =ech~~is= whicb will 
ceter:ine the size o~ the universal service ~~nd i=~:e=ented ~ursu~t 
to the ?CC's local access charge decision in Docke~·i8-i2. =he issue 
o~ !urther subsidj !o: local :atepajers is one which involves use o! 
• .... e ·ax.; ... g 30'·· .... 0 .... "·..,. a""c'" • ... ··s of eo Ji'o- ··"'e ~ egof s"'! a ... ··- p ·0 "'P~o"l ~'1"" ~ ... v .... IIlf _ .... ' .... w .. • _WJ .Jo w,. ..... _tel .... v .... ;.,J ..... "" .... _ w ... w __ ';;' ....... 
"'0 evA .... s"'o··'c,· ...... p '"'a .... e ... 0.11" .11" •• _ .... ..,. ... S·· .... Sofc,·.,. "'e 'e.ll" .. ... ..,. c,'p.ll"~ •• .,. ·0 •• w,;; •• +I/I •• ~~ " ... .", ... tJlIfI. _ _ "".w_~~ ~w .. .; i,J .... w~.J .. _~ ....... ftI 'V 

the local exeh~ge earrie~s to decide. 
:~ tne Co::issio~ !ollo~s the ?CC access c~a~ge ~olicy, 

custooe~s will pay a !la~ ~ate which ~ill be $~O at ~he e~t o~ the 
phase-in pe~iod plus a usage cha~ge up ~o a :axi:u: level e~ua: to 
the cost o! a dedica~ed access li~e. As t~e po~tio~ o~ costs ~o~~e 
~j the car~iers dec~eases ove~ a !ive-to-seven-yea~-t~~sitio~, ~~e 
?o~tion ~aid oS the custo=e~ i~c~eases. ~he cecr~ase in the costs 
alloca~ed on a usage basis to the interexchange ca~~ie~s will ~e 
~e~lected i~ lowe~ ~011 ~a~es. 

Consistency between state ~C !ede~al ~o:iC7 on access 
charges is desi~able. :nconsis~en~ ~olicies could lead to long
distance in~e~state ~a~es beeo~ing signi~icant lower th~ sho~te~
length intrastate ~ates which ~ould lead to custo=e~ 
dissatis!act~on. ~wo ~~~~erent ~ol!cies would p~oduee con!usio~ in 
billing. 

The ~ost i:portant p:ineiple sup~orted 01 in~erexchange 
cOQpetitors is ~hat access charges should be cost-based. Access 
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D ~~'p"'o""cos of"" ...... 0 o"~';~-~ ... Ji' a.CCb~S Sp··/4,..PS ......... v .. c.Pc,· 
•• _ ..... .." •• ..." .- ~ ........ .. -..t;iJ. __ y.; ""- --- ..,., -"-'''' :1-"""'" 

sho~ld be :e~lec~ed 'oj a~~:o~:ia~e di~~e:e~ces i~ access ~a~e3. As 
long a.s e~~al signal ~~ali~i car.r.o~ be :?:ovidec. 'oj o~he: coooon 
ca:::ie:s d~e ~o ~~e l~~eg:a~ior. o~ A~&T's eo~i~oe~~ ir.~o ~~e local 
exchange r.e~~o:k, A~~'s s~~e:io: access a.::ang~=en~s s~o~d be 
"o'';ec''''ec." .... y ~ "'I ... ,D ... 0( ........ •• ... ,... ... a .... ,D to ""1-0 ..... •• ... c"'a"'ge ··~as ac,· ...... -e Al ...... • -_.. '" ,. c;;r. Z',. - ...... ~ w--... _.II. ... e,.. c-... l" •• w_........... .to. " "':' ttl \.i. __ 

the ?CC's Docket 78-72. sPcc's ~osi~ion is tha~ i~ does no~ :e!lec~ 
....... e ' .. '1.1." ";;" "fJ,-O""c" .( "" - .... e o"a.l." ~;'y 0' sp. ... ··.( CP "'p-"'epl"l AI!'I!'·'" ~ .... .:I ~' ..... p_ IJ .......... '-'- __ ... ..,._ .... t;' .... +tI ... WIIo _til • ... "1 .. _ ;.} ... 'II" _ .... _0;. ~~ ..-
othe: cocoon ca::ie:s. . 

!~ the Comcission dete:=ines it 1s i~ the ~~'olic in~e:est 
to s~bsidize low-incoce c~s~oce:s, the ~o~nt o! s~ch addi~ional 
cha:ges on ca::ie~s sho~ld be ke~t s~all. ~ela~ive ~~ ~he cos~s o~ 
exchange access. 

"I'Ir.e-:he: access cha:ges shot:.ld be on a poolec. "oasis ~o ~a.ke 
ca~e o~ high-cost co:~anies is a ~:obleo ~ha~ s~o~lt oe sepa~a~ed 
~~-o ""~o ~~~-S· -~a.--~s -~P ~o~--~a~'~c se""s(-{vp (~~S) ~~Co' ••• v 1,1" Z'CW. tJ - \I •• Iti .. • .., ..... _ .......... w. ..... .. .. w.,. ", .'f_ ,0." 
·"'a"1c sp. ... s < -( op ,.:.": e ............ -s '"~e ',.".,s cos-s s""o··~ Co" .... p {¥lC" --":'0.' '0"1' - .... p ""..... ... ..... w. ~ ........ 4IM,,: ... IttJ. _.... .~_ II •• -.... t.J~ _ ........... _ J wi .. . 

custome~. !he~e!o~e, :ates inten~ec. to :ecove~ ~~S costs sho~lc be 
cost-oased. :~ a s~bsic.1 is :eq~i:ed ~o: high-cost a~eas i~ sho~l~ 
be clearlj identi!ied and se~a~a~elj ~:ea~ec.. ~ha~ ~o~ld be 
consis~en~ ~i~h the pce's o:der in ~ocke-: 78-72 (see pa:ag:a~h ;14). 
Wi~h t:a!!ic sensitive ele=en~s, :ates sho~ld also oe cos~-oased. To 
oe consis~en~ ~!~h Docke~ 78-72 ~~a!~ic sensi~ive ele=e:l~s co~c. ~e 
ave:aged by s~~d7 a:ea. !~, howeve:, cos~s a:e dete::ined by local 
cocpanies on a LATA-vide "oasis, spec would s~ppo:~ 1A~A ave:aging on 
a s~ozone oasis. The e~~al access p~ovisions o! ~he oodified !1nal 
j~d~en~ in U.S. v AT&T con~eopla~e that LA~As oay ~e divided into 
reasonable suozones. 

SPcc believes tha~ ~he goal of ~ive:sal se:viee is being 
~~ans!o~=ed in~o s~~po:t for high-cost local exchange co:~anies 
rathp", than '0'" need'" C"C!'''oOP''S ! .... Y s···oso( ... .,. - ..... j:I ..... { .. p -; {.I'p". {~p • -..I. -. ... J ~" ..... • .-... ... -'-J .v • _w .................... -., .... .... 
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O .... -~ ... ,..a-: ""j:Ioa<:." .... ~~ S~ .. ·,IC~ """'7 ."' .......... "'~': .... "' ... c .... ~ .. O',6-!" '1.-"; ... .... ..... __ ,.... .. w'-"~ .. ~ ... ~ ... tIIiIoc;o. .w"' ••. ..,,""'''''-:'' -... ..~ ... --
~~ive~sal se:vice goals. !~ ~aj lowe~ so:e c~s~o:e:s' cos~s ~o: 
oasic exchange se:v~ce ~~t :a7 inc~ease ~he cos~ ~o: l~~eli~e ane. 
o~he~ ~o::s o~ se:vice !o~ C~$~oce~s in need. o! s~~sic~za~ion. :n 
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Cali~o:~ia. ~his wo~l~ ~~~ s~ch ~se:s a~ a disa~va~~ag~ ~~ :ela~ion 
"'0 o ...... e- "SPO""s ca" o("'g Ca·' ~ '0 ..... 1 a -,63" ,:Ie ... ·s ~-O"" 0"· ... ~ s-a-.... I'!' .... e '" v .... ~ ....... ........... ...._ ........ ....",.~..,\I ~..... ...." tW_ w "",=,. ,. •• 
s~osi~j wo~c. enco~:age la:ge ~se~s to by~ass ~he local ne~wo:k. :~ 
wo~d be ~i!!ic~l~ ~o de!ine ~~e class o~ la~ge ~s~:s w~o s~o~e ~a1 
!o: a s~osid1 and ~hose who sho~ld ~o~. :he so~~ o! s~bsi~1 
enVisioned OJ ~he ~~es~ion is i~poss~ole. 

Only ~hose ~eo,le who cannot o~he~Nise a!!o:c se:vice 
sho~ld be s~osidized and the s~osidy sho~ld be ~:i=a:i11 ~o: cos~s o~ 
access to netwo:k se:vices :a~he: than ~sage-~ased toll se:vices. ~~ 
~he Co==isslon !ollows ~he ?CC's Docke~ 78-72, each c~s~oce: wo~lc. 
pay ~he cos~ o! N~S ~lan~. ~nde: Docket 78-72 a s~bs~a.::.~ial po:~ion 
o! costS wo~l be :ove~ !:OQ in~e:exch~~ge ca::~e:s who will ~he:e!o:e 
be a~le ~o lowe: t~ll ~a~es. Those :a~eg ~ill ~:obaolJ no~ ~~~~~~e 
si;.bsi~iza~ion. 

MC! ~eleco==~nica~~ons Co~~o~~tion (Willi~= M. ~eGowan) 
COQ'Oeti~ion is s~pe~io: ~o :ono'Oolj- It s'O~:s 

~echnological· innova~ior. and. kee?s cons~e~ costs doWn. :~ has 
a.l.~"'e6~~ 'OwovP~ ~-SA~~ 1~ _~A ~"'.~~~"~_A -~~~ ~~~'~A_ ~A~'-:~"IO'" ~~ 

~ (;ii,"-,,; ..... .. .... _ttl -:::; ...... ", •• r; ..... <I~_t:;)w~",r: ."tV •• iIIM~.?'=tI1 • ..... o ....... w,." ..... tr:) 
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:l"' .. -.,e- 'Oos~-io"'s ':)a-'" "'eC""-:a-~o'" 'N~"'''' -ec··.f,./>,.. I ..... ao ... " ... a ..... ~._ w.... _ liar ..... _. 1tI ... • '".;)...-.. >1_...... ...... .._ .. ." .... ... tJ. .". ••• If_ttl 

ca~:ie:s sho~ld se~ cos~-~ased :a~es a~d cha:ges. S~ch :a.tes i~s~~~ 
mo .... ~ ""' ..... p"4 c' ,.. ... - '·sp. 0' - .... ~ -e-: P'O'Io.o ...... S .. f~-,:.... ..1'1...,.. ... "a"e.eo ........ a .... .,.~ ~_ ......... • __ • J. .... .., w. __ l1li ... _ "" _¥'.~ ..... -,;;; .1"";11_ ... .,,;,,;. ....... 'rtI .,;;; "" ... _~ .. ~ 

any ~ser g:o~p ~xce~d the cos~s ~ha~ g:o~, i~~oses on the sys~e=. 
~econo:ic o~ass is enco~:a.ged. Any s~bsid1 ~~~~i:ed ~o :ai~~ain 
~ive:sal se:vice sho~~ be ca:e~~lly ~a:ge~ed ~o :eaeh only ~hose 
who need it. '!axes or !ees ioposed ~o :aise i'~r.ds '!or st:.bsidies 
sho~d be divo:ced. !roc ~he tele~hone ra~e:n~ing s~:~c~~:e. 

Me! st:.ppo:~s a ~ai: division o~ assets and. lia~ilities 
oe~een A~&T and ~he :egional 3ell o~e:a~in~ co=~a~1es. !~ is ~n~air 
that ~he :egional ope:a~ing co:panies $ho~c be ~eq~1red to accept 
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a:o=~iza~io:l o~ ~hose asse~s and ~ec~:rec :~~~::lS on ~he:- !~ is 
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~e~a~~~ ~o c~s~oc~=-p:e=ises eq~i~~e~~. 

MC: will o~igi~a~~ a~d ~e~=ina~e i~s O'~ long-dista~c~ 
se ,:v~ ... ce ...... "'0" S'" ...... p "': ocaj Oyc .... a .... go c ...... ""'2. .... (p<:, so j onL:" ~~ ...... P~ - -a-"'s \J ..... ...... "" .... _.. .... .. A ...... -J ""'_:' ..... Q .. ":) ~ tJ,...." •• • 1,1_ 
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a~p:ova~ ~o expand i~s se:vices ~o ,:oviae ~h~ g~ea~ =ajo':i~j o~ 
Cali!or~ia cons~e~s wi~h low-cos~ in~e~ci~j calling. Mo,:~ ~han 60~ 
0 , "''''p - ... -~ ... MO ...... ;.,"':..,. "'ho- p ~~"'l ''''~ -"'p "'vP-~go Ca'~lo"""(a'" .. w ..... .,,"'" ~~ .. .... J,.';'iJ .... __ ., ~ .... _ .. W,J._ ... w. ¥ ... w ~ .......... _ _ __ .......... , 
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cha:ges. Ava~laoili~1 o~ chea~er ~o:: call1~g sho~ld h~l, o~~se~ ~~e 
~e~ e~~ec~ o~ o~her i~c~eases ~n locs,~ access cha:ges-

~C: wo~ld s~~~o:~ a st;.osiCj ~~~ded ~h:o~~~ ~ excise ~ax O~ 
~e::i~al ~~~i~ce~~ s~ch as ~:o~osed :~ Asseoblj 3ill ~3LS. 

Co=,e~i~ion sho~ld oe ~nco~:ag~d wi~hi~ ~h~ ~ATA$ as well 
as aeong ~he=. ~he:e is no inhe~e~~ ~ech~ological reason to: 
~~~a~ing in~e:s~a~e ~oll calls di~~e:~n~ ~h~~ in~=as~a~e. :he local 
exch~ge ~:~ns=iss:on and ~lIi~ch e~~i,=en~ ~ha~ allows a ca.ll ~o oe 
origina~~d o~ ~e:=~na~ec is ~sed in~e,:changeablj. 

~he LA~As ~o ~o~ :e~:ese~~ a~'O~o'O:ia~e ~eehni~~ 0: ... 1:'... 
~CO"'O ... ofc b· ... •· .... c.·~~~.:os ' ....... es· .. ·c ... 4 ... g of .... -p .. p..,c .... ., ... ~'" c ...... ""e-of ... or. "'_'I'I •• ~ .... ....... v ..... ~..... ....-.1... "" ... "fl...... • ... \I..", ..... A ... ~ ... e... w ... ~ "'_........ _ 

~echnologj is al:eadj ~he~e ~~d consis~s o~ ~o~: oa.sic so~:ces: 
1 • 

2. 

";I"C-~og"'a.-p.,4 ""'''ov~':P'''t!' s,·c~ .... "" d~gof"'a' _ I"J ...............;..,,. ~_ ......... ..,,. \!IIIIf". ~ .. _ 'ttl .. 

~e:=i:la~ion se~vice, =~~i,le access radio 
service, ~d local area n~~wo~~s ~sing 
ce~~ain ~echnologies. 

?~blic 'O~oviders ~o~ ex~er.s1velj :eo;la~ed, 
s...:.ch as·CA':V. 

3. ?:iva~~ networks o~~side ~he ji,;.:1sdic~ion o~ 
this Co~1ssion, single ~se: ~etwo~ks ~sing 
::crowave sa~el11~e, e~c. 

4. P,:ovide:s :e~ila~ee. join~lj bj ~he ~CC and 
~his Cocmission si,;.ch as eell~a,: :adio in 
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~A=A ~~~e~excha~ge a.~d eve~ loea.: exc~a.~ge 
co::?e~!.":ion. 

:he:-e has oee~ :uch sho:-t-~a~ge !ea: o! the !i~a~cial 
heo~.~ o~ ·hp -pg~o~a~ o~p~a··~g co~~aw~es ~, .•• ~Py .. r~" ~avp 
• ~"'.. • '" .." 4 •• _ ... ~ !I •• -.r.... ,....¥ ..... a,I~"" 'f#.... ~_ ... _... .., 
subs,,:a~~ial O~po~~i:.ni":ies ~o expand :evenues anc Ci:.": o?e:-a":i~g 
costs. A!te: divesti~u~e each o! the seven :egio~al ccmpanies ~ill 
oecoce an econocic gi~":. ?aci!ic will :e~ain ~he ove~hel=inglj 
domin~~t cocpanj in Cali!o~nia. 

?aci~ic will have seve:-al hi~~lJ li:.c:ative oi:.sinesses 
available apa.:": ~:-O:l doci~ance o"! local excha.nge =a:-ke~ places. A 
~:-ie~ par":ial su:::arj includes: 
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S ~"vo(e~"'g .... - ... . 

7. O~he: v~~~~:es s~ch as ho=~ banking and 
~~~chandizi~g se:vices. 

i ... U S .~ !~~~ -~~ ~o~o(~o(~~ ~~"'a' ~,.~~~ ... - a'so a'~o ... e ........ II ."._CG_. iii .... liM> '* __ ... _"*' _ ... __ ..,_"",~ ..... ;.II ~ .... 'If.;) 

~he cO:":janies s~eh as ?aci~ic ~he o":j~ion ~o :ee~es~ co~:~ 'O~::ission 
-0 e"'-e:' "'o"'-"a";~-o(o"'a': ... ··s( ... "'ss"'<C!' :: .... 0 ... ,~~ ... o ... s..: ... a-(o ... -~a- .. s··e,., ~ ... --.,. ¥ .. ".",. _'oJ • ... w ...... _ i.J ..... _ ..... ~ ~*J ... ."" __ ......... .." ... """ _ .., ..... ~ ...., ~ "'_W_J 

..... O··ic. ~"'s-P" ...... o-eom .... ~ ... ~-.fv~ .... Oio(C.(~S-.-.- -1tJ 'I..". Z''' ~ .. V_\il_ -' ~ __ ,."'" • 

?aci!ie sho1:.1d a'1.so be :e'1.ieved o! ce:~ai: :e~~la~o:j 0: 
~inaneial b~:de:s. Disa110 ..... a:ces ~o: ~he 3e11 Sys~e:l lic'!nse 
con--ac'" ..... .(i' "'0 ':o"'~e" "'e "'eeee~a-~ S~.(~-.("'g ~-o~ cO ....... ~~ ... ~ ... s.(v~ v. w ..... - .... ':> ... .; - r."I';'''w· ..... - "'.,.... .._... ....lI' .. ......... - .... 
se:vices i~c:~dec. in one ~la~ ~ee ~o se:vice-bj-se:viee. eos~-basec 
'0 ... .( co("'g s"'o"; c. e"'p",-~ "'~.I{ ... pv~ ... ··~ <C!'O" -"'~s ~o- s~-v( cps ........ pvo( o··s' .... ......... .......... ... ."c;;iiIo'tlfl_..,... .. wi 'IIIII~~"" trrJ -....... _.. .",..... :'_""" WIll ... .., 

'O:ovic.ec. oelo ..... eos~. ?aci~ic ..... i'1.1 also be able ~o sho'O !o: ~he =os~ 
cos"'-p~~pe"'.( .;~ pc··.( ....... ~ ... - '1{.( - .... 0"'" "'P~"'g .. " ~~ -0 .";~l!' ... p-.... '::""1 pe--o( c ......... -..._ .. ., .. -...~~ ......... 't,1 _ttl ..... "" v.... ", .... \.a. I; ... ..,.., ... ,._ ti.J-.. ttl ••• 

?aci!ic's deb~ b~:den sho~ld be S1:.~s~~~ia'1.1j :e'1.ieved as a 
co"'sPc"e""ce o~ f:..~-;ps-.(-··-~ W',.,~.,. .("S ~6"'''_~''''·.t_~ -a-"o c.·-o .... s ~ ... -.o ... 4Mo __ ._.. .... ........ "" .... 'tI-.- .... ...... _I; ....... ',,;1# ... ~iIIIIIIII_""J • .."... • ~ w. 

58/4.2 to 50/50. 
Sasic 10ca'1. =on~~lj :a~es ..... i'1.1 i:c:ease :ega~c~ess o~ 

whe~he~ s~a~~ ?UCs ~llo~ i~~:as~a~e co=?e~i~io~ o~ ~~ ~~~e$~:ic~ec 
basis beca~s~ o! ?CC Docke~ 78-72. which =~da~e$ a ~:~si~ional 
shi~t to ~la~ :ate access cha~ges i:":josed on ~nd ~se:s ~~ cove~ ~he 
co<c!'~~ 0.11' ~"'S .... i a"'- "se~ 0( "'" ~ "'-~"s"'a"'; , o""'g-~.( s-~"'ep s~-·'l.( CPl!' ~~~.,. 'J .... ..., ...... ~ .... "'.. '-i. .... ___ "..... ." ¥. ..... ..- ¥~.. • ...... ..,. _ ..... ., 

..... i1'1. a'1.so inc:ea3e beca~se o~ aecele:a~ed de":j:eciation ":j:ac~ices 
so~g~t by ~he 3ell Sys~e=. ?i~a11y. ~~ess j~c.ge G:ee~e :~es 
othe: ..... ise i~ U.S. v A~&T. ~hey W'ill inc:ease ~eca~se ~~e ~lan 
~avo~ed oy A~&~ Ioacs a la~ge sha~e o! high-cos~. lo ..... -:eve~~e assets 
~?on com~anles s1:.ch as ?aci~ic. 

MC! has p:oposed ~he ~ollowing ~o p:oee~ :a~epaye:s against 
disr~?tive :ate inc:eases in ~he sho:~ ~e::: 
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!~g~es~~v~ e~~o~·s -~ ~~~-o"~ -~~ ~a~-~~s~ o~ .. ~e; 1/11 W_ 'WI ..... rtI ttl"" ..... WtI. v.. .., ...... _ ... __ ..., 

~he dives~i~~~e wi~h ~ega~~ ~o civision o! 
a$se~s oe~~ee~ ~he ~egio~al o?~:a~ir.g 
co:'Oanies a~d A~&~. MC: sha:es ~he conce~~s 
o~ :anj s~a~e co==iss!.or.s ~ega~c.ing A~&~'s 
p:oposed division. 
~~go"o"s s"' .. ·· .. { ... ..,. o~ ~-o .... os~c" a;.o\'·~ ... ~p~ ... C! o~ ... .... ...... ..... - ~ WI ... _,; ..:'....-.J _ '-" "..;J ." ........... 'W ~ .-

ir.t~as~a~e ~oll and local exchange ~a~es ~o 
e~s~:e ~hej are eos~-based and ~o ?~eve~~ 
~r.econo=ic oypass. 
~"":lpc'{a"'p ~=""'oC!{--;or. 0'" '!> ..... -~~.;, .... '!>cce<::g .... .,., - ..,... ,. ."'" ..",.. W _ • _ (;If ~. _ .... _ ..,... ~ _ 

cha:ge on A:&T ~o ~e!lect ~he ~ai~ val~e o! 
i~s s~~e~io~ ir.~:as~a~e ~oll access 
connec~ior.s. 

~. !! necessary, o:ea~ion o! a s~osid7 !~nded OJ 
,.,.~ I:>xc{s~ ......... 0'" -o, ...... ~~'!>~ ~e··( ........ ~ ..... 0'" ,.,. 
~.. .. .. ...,~ _ ..., ........ _ ... c;;. .... ..... ~ ... _ ... ~ .. """ 

~r.i~o::lj at)'Oli~d access !~e s~:cha:ge or. all 
end ~se:s ~o·~:ese~ve basic a~~o:dable ~hone 
se~vice ~o ~he =os~ ~ee~j c~~o=e:s. 

Cos~-oased ~a~e$ will =~e tele~hone se:vice a~!o~dable in 
~he pos~-cives~i~~:e ~o~:d. ?a~e ave:aging disco~:ages ado,~ion o~ 
~he =os~ e~~ic1en~ ~echnology ~o~ ~:oviding se~v1ce ~o each =a~ke~. 
,:,.~~ ... ~ ~ ~.t -"~-cos- s~"v' c'" a"~a'" -~~ ~oco( a' o .... j p.,..-{ VI:> ....... 0··' c.' '10. ..... "0 ..,y .. - ...... ·.0·· 'ttl ...... ~ .... ..:; ttl ..... .., ..... wl ...... iJ • .... .;; ........ ;,J~ 'rJ 

":l:ovide hel~ in ~he !o:: o~ s~bsid1es only ~o "Oe~sor.s of li:i~ed 
:;'ea~'" ? .. ov·.( ... • "'Ig "'~-e s ...... s· c".( ~s -0 -~A ···~a' - .... j. O~·- ...... 0" ~ ~ -~. .- _~ __ .Q~ ~~ •• _ ~ ~_w ft. _~_ ft~~. _ Q 

=o~ntain~op ~eso:~ is r.e1~he~ ~a1: no: e!!icier.~. 
=he Co::ission =~s~ ~~oceed w1~h g:ea~ ca~e in a~~e:p~ing 

~o design ~a~e s~~~c~~~es ~o p:ese:ve ~~e s~a~e's e~::e~~ h1g~ level 
O~ ..... o'·se~o' c' s '~i-'" .p.~ e ........ o~"'" se .. • .. • c~ V:C"':' p. ... .=o .. sps ....... ~ Co"'-~ s~· o~' s • ..It..... • .. ,.. ff~... Ii _ .. Z'....... .. II.. ..... •• ~ ,., .. ~ .. ... 1.1'...... ............. __ 
py·s .. • ... g a~ ....... oa.c .... ·0 ,·~~'·"'Ie "a.-o,s Co~cp.",,("'1~ accp.~ ... c'lo.a-~A .. A... ""-- :'~. •• ~ ... __ .. .-__ • ",,"or;;. .... .... .. ___ ~~ _"""i;I ~ __ e. .... 
policy, no~ all o! the policies adopted oy ~he pee in 'oc~et 78-72 
a"e a.'"'!~"'o"'''· a-p .l'o .... -hp. Co ...... • ss· 0'" ...... - a ~o~· c~ C! ..... ": a" ·0 ·'Io. a .. • J:'Z1":'- - iIII_ .... 111' • .", ...... .. .. .,;...-." .. ""' •• J ;,J ........ • 1# v .. .., 
( .. pcove .. ..,. 0" , • ..",.. cos·s - .... "'0" "'P~ "', 2,- c~a.-g~"" 0'" e~c.· "sP"~) ..... • .. ,. J ....... ... -;) ,-,..,~.... ~e>." ... ...." .... ... i;I .... .. ...., .. *'-' _ w 
essential i! ~r.econo:ic bj~ass o! ~he local exch~ge s1s~e= is ~o be 
avoided. 

Any Co~ission decision changi~g ~~e basis on vh!ch access 
cha:ges are identi!ied and assessed sho~ld address ~~o t:ans1~ional 
is~··ea. -~e "'e~;' -0 "O"o"'ec· "SP"~ ""'00 s";'dA '" ~ .... ~ ...... .(~c-I:>asps ."'1 ~".. .a#I. ttl..... ... '-' ttl .... ir.I 'rI I.IIIt ~. __ ... """*'...... .", ... o •• v __ .. _ ,., __ 

access charges by phasi~g ~he: in ove~ a sho~~ pe:ioc, anc. ~he need 
~o p:o~ec~ otne: com:on ca:riers !:oc disc:i=1na~0:y access charges 
so long as ~h~y a:e reeeiv!~g in~e:co~ec~10n access i~~erio~ to 
A~&~fS. 
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Because a ~elative~y s:a~l g~ou, o~ la~ge use~s aceoun~s 
~O~ a ve~7 subs"a~~:al po~tio~ o~ ~elep~one co:,an7 ~evenues, ~he 
loss o'! even a s:al::' ~u:'be~ o'! s14bs-ta::::ial iOose~s ·.,..oule =-a"re a la:-ge 
e~!ec~ on siOobse~ibe~ ~a'tes- :~ is also possible 'to eesign ~e't~o:-kz 
·0 a."/O".1 " ............. '!'-a-p e .... a ... gpc S,·c....·, ~, ..... s'" ~ ,.. ... " 0'" c.o .... o ...... o( ...... " •• ,.(" --'·e til _~ .,.,.".~..,'" w_ .... *' ... .;1- '-4 ... ",,~ •• '-- .. _'fI.~ • ..". .• :,~- ... fI!t "_~,, w~ 

'Olaee ~~ the Coo:ission ~ails to coo~eina"e i'ts access cha~ges wi'th 
~hose o~ the PCC. 

?ai~ consieer2o'tion ~or 'the use of exch~~ge facili~ies 
de-oenes on accu~ate cost iden'ti~ica"ion ane a'P,~op~ia~e cost 
aliocat~on to cos"-caiOosi'tive pa~ties_ ~his toes no~ i:~l~ ~hat e~d 
"sews ~""O'·'~ ~ay ~o'" a" ~~s ... ~ ........... w .... ",p ..... p " ...... 6~PYC .... ~~gP ca--- 6 ... s ~ .. tiJ". ____ r .... ....... ~.. If.~.!ttI .......... y •• ..., _.J. ttJ-';; ... "";... ... ....... ..-. 

pay all t~a~fie sensi'tive costs. Each user should 'Pay only those 
fixed ane variable cos'ts that it causes. =hus, end users would pal a 
flat fee '!or access, inelueing tte cos~s o! suc~ '!acili~i~s as d~o? 
wires, local loops, and central o~~ice connections. Si~ila~lj, usage-
eoens· ... .:vp co,.. ... s .: .... c'u"'· .. g • .... ose ':ncu-"'p.'" "0'" ............ <., """c"'·-4Ps W .. _ttl. wi ';'tfI, _.* _ '..it ••• \I",. .. ... .,,\.t. ... w.ViIIo ........ _~ ••• " .... , 

O -.~.: .. a ... • .. g 20".1 ... e ... ~.: ... a' cen"'-~' 0"""C 6 e"'u""'~p,,- s .... o~'e op • _ e:.-" ttl .... .,.~ ttl ........... ~ • "" ...... _ .. _ _ ";0 ........ - ~ ... .... .., .... .-

ap'Po~tioned to end ~se~s and inte~exchange car~ie~s res~eetively to 
the extent that each ca~ses such costs. 

~he ~~S ~o~tion o! access charges is best assessed against 
the local custo=e~s because those eosts a~e largely at~:-ibutable to 
end use~s. 

!~ has been ar~ed that it is :o~e e~uitable to i~?ose 
access charges on the in'te~exchange car~ie~s which wo~ld allow 
exchange subsc~iber$ not using in'te~exchange services to avoie ~aying 
~o'" $··c .... SP"'V· CAS ", ... 0( c.o a ... ..:"'I·~p ....... "s ~, "!J'JP~ !ccPcos e ........ -gos a"p "0'" .. I. ......... _ .. "", •• ;J._ttJ .0 ....... ..., .... .., - ...... ~,,_~ . .--- _w .. .;1.1:.... ill.,,; ..... 

access to, ane not the use o~, the interexchange ne't~o~k and should 
be paid by all ~ho use i't. :t woule be e~uita'ble to al~ow 
subsc~ibers to avoid ?a7ing the access charge only i! ~he1 were 
willing to '!orego access to the interexctange syste:, bu~ the cost o~ 
creating that option would be staggering. 

Additionally, car~ier collection o! access charges eou:d 
!orce suoscribers to t~o inte~exchange ea~riers ~o -oay :o~e ~han 
their share of ~~S costs. ~his would discourage suoserioe~s !~oo 
purchasing services !~OI:1 t~o or ore inte~exchange carrie~s, thereby 
e~ippling cOQ~e~itors o~ the ,~esent dominant carrie~. 
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occu"S .""po o· .... ~ .. c ....... ·~ ...... '!' .... o··, ... ""''.It'' o ..... -:r ..... t:o "a"e co ...... t:o ... s·· .. "lo·~ ·tI.( ... ~~ ,. ,IrJ."" III ...... ...... ". ... ~ ..,.* ~ .. '- ~~J ... ~.,; v •• .., .. lit .............. .... ~v. ...-

the!.:" se:,v::'ce. 

?ooli~g o-! 
a :eans o-! a:,,:-a~ging 
cos• ... a."~ "",,"!I··V~'- '0'" (g~"'~"'''''''j •• ... ·"'a ..... -.::t:o .. e ') ·0 I!'!·· .... ~,,;..czp. wt:) _ ¥I III ." .. ~..,_ "'-J _ W 'II1II •• _. ~ .. _ ~. eJ .... 1III'tr_ , • .., ., ,.;)-.;';.;1'-'- __ 

~u""sc"~'o"'''''' o~ 0 ...... ". .. co~"", ..... J".,!, •·• .... os". co~·- a"'~ ~~~ .... (~". ... ".-'.I .. '.,. ..,;.,; .- w.,j _ "" ..... _ ... ::,~ •• _.,,'" ff.,. .", ;;;,..,tZI ........ e;,.. ~.."" ... ~.oi;.."'~J 
~n"'e""''''''''''''''''· co~""'a."'~"'s -:t~ .... ~ ........ • ...... 30' 30-"'20"') ....... - .... ·s C'.l" -p.'!' •• , ... J .. •• \iIir .:-"" •• w. .... ." "':1 ." ...... tJ .... v .... t, .-.... ~ •• w , -";~'rI 'W~_ ...... .... ,.,,.. .. IttI_ .. 

\!~ta:-ge~ed subsidies suc~. as a~ u~~a~ ~igh de~s!~j bu~ low-i~co=e 
a:"ea subsidizing ~ig:.-i~co:e low-censitj a:-eas. 

Subsidy :ec~anis:s should be c~osen ~o "O:"ovide assist~~ce 
·0 ~ ... ".( • .," ........ ,,.. 0'" a ......... g~-".;. ....... ~, '!' .... -:r ,( ...... 0 ... ". c~ "'s::' 0"" .. t:o".;' "". "'~"" •• ~""_ .." .... "'*' __ ..... _~ __ .;,... .., ...... 1.;,.\.110 I,J~_.., '.,J,; ••• .., w. ,..~ ~ ......... -., w.-_ 

than :e:-elj on the basis o-! :""J.~a:' 0:" 'I:.:"":l2.!l :"esiden~s. :he :e~~s o-! 
:"aising :,evenues ~o ~inance a su~sidia:"j ?:"og:-a: should ~e di?o~ced 
~"o'" "';.,e ·e' ".""' .... 0 ... ". .. .,.-". s· .... ·c·u .. e G". ... ".-""~ • .".". -"'V~"'··"''!' ·"0'·'" ... ". ....... ". ...... w,.,.. 'ItI __ .Itt/_ ......... ..,... v • ..., "II •• .. ..... CIiiII .. "'~ .. ., ••• -...._tWi ...... "" -'. 1tI •• _ 

"'es· sOU"C'" oJ:' a. '!' ...... s~ ... j ~u"';' ~, 'Oo-e a"'soc J !!. •• 0'" ·tI.c ....... -e' ". ....... o ... ~ ~.., • ..,.,.. fIJ __ '" __ .- ........ .._ rJ'" W M""'ti_.. _ ttl •• v __ .tJ ....... . 

U <O". ·s ;'e"'~e;' ... ~s' ......... ,,,. ...... P""c.(~'" • ... v 0'" ... ".''''''''' .... 0 .. ". I .. "'-_ .... p .... ,o 0- ... .;J.-". ............. '- ...... .;ii,"¥ __ , ~ •• A _w_ .",,~ .... w_ .. _~,.,. .. .... _ •• ww ................... ..., .. t;Iw 

~, .... su .............. g~ 0'" e'''e~ acce"'s '· ... e a~ ..• .c ..... "'-ov.c""o" ~o- ct:o-"'a.c ... __ c;-..., • .., ... ,,;;;........ ..., .;".} ...... , w "".", •• ~ .. .. .:J..,.;. _ ....... . 

se-v'ces J:'o"" ..... ~ .... e"lo ... ~ .. g '~""'a'-"'''' ... Ca"~o-"~~ ···o.·~;. .... e ""'''''''~e-''lo'''''t:o •• ... w __ .......... -.,.ittltltz! ...... '- -.,... .. __ ••• _ ... , ,. t.4~'- W ~ ............. ;,,; .... 

·0 a. ""'oo'·"g ~-s·". ... 'tI :' _.... WJ 'fi ....... 

;i~eline sho'l.llc. be a no-~:,il:'s se:"vice o!!e:'ing access ~o 
~oth local exch~~ge anci long-distance ~e~tlo~ks, ~~d a-!~o:-dable :-a~es 
~o" .... o .. ~ 'oc2o' ...... ,.; ·0" c ... ":,·...... S··c .... s","v'ce ............. • ... c,··c,·t:o· - ... '.J 'ItfI...... ..... 'I;iiIo.,.,-, .".... ~ ...... e.,.. ~ _ _.... "'_~'" ............. _. 

2. A local pho~e ~ook and jellow ?ages. 
;. A :inioal nu:~e:- o~ ~la~ :,a~e local calls ?e:

:on-:h. 
4. Additional o?~ional local ca:li~g 

ava·'a .... ·":.( .. .,. a· .... .( ....... ".- ~ .. ~cp.~ ..... ~.., •• "'J .., ... -~ • .". r·" .,..,. 

5. Accessi~iliti ~o co:petitive sho:-~- ~~d long
dista.nce tol~ calli~g se:-vices. 
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"eci~ ... ~ "''''0''' ..... o<4~c .. ~c,· "'a.-~ .(n,,"p"bs"'s .( .. S'lo.O··i,. ~ •••• ___ .... :'*' ~.", 1,1 .... 'tI __ •• 1tI_ .. ~ 'tI • _v ;1, """~ ... 

, "'cai "'Or.-'\ooi"7' .... • ... o ... p "a"""<, a ...... C·· ............. ; .... -_, ou~~ ~_'" ~\J _ .... w;. •• ." ~._ ....... "",,:..::.1 .": ..... r:" •• ""~.l ,.~_ ..... 
else·"'he:e. 

oo! z:.:.bsc:-1be:
'o~ k~,~ in :li:ld. 
Ca.l!.!o:-nia. -eha:. 

"..o ... cp,· .. ·'1~ ... g ....... p-.... ~ .. 0"'-.( O ... ",i ... p.,. ... , ... pc,. S/l>-V~ ce can. eon· .. ~ .... ·• ... /I> \,/ .. _ .......... ft ••• ""...... .-.I'tI_ •• c;Ir. _ ... "-fi;)",,,. _ _. _ " • • i.J ... .,_ 

":0 :;.n:.,~:"sal se:-vic~ goal, ":he COS~S o~ in"::-oc''.lcing o:.o":ional :1eas-.:.r-ee. 
se:-"rice a!!.c. !.":s "oene!i":s ~ave no": "o~e::. · .... ell c.oc:;.:~:~:,,:ec.. '!he " 
Co::issio~ gho~~ a?p:-oach op":ional se:-vice ca:.:.,,:io-.:.sll :;.~":il s~ch 
i~o:-:a":ion is availaole. ":0 ~:-o,,:ec,,: cons~e:s ~~c, 'O:-even": 
~~~c"~~~,,,o-'o'" o~o~"'$- co ...... p .. ~ ... g ca-"~e-s . ~-~ ._~ __ ~~_ ~ ~~~ __ w _~~W._ ~ .... 

:Bo":;!':. ~!C! aZlc, S?CC a:-e al:-eai!:r in o~e:-a,,:!.on in Cal!.~o:-=.ia. 
anc. a:~ ~o:-:!'dable co:~e":i":o:-s. O":he:- co:~e~i":o:s s~c~ as ~ni,,:ec' 
~-a·~s ~~", ... e ... lss;o'" S~s·-p~s ca'" .... ~ ~Y~~c·pc,· - ... Oll~- l--~~e-a.-~ ~IJ y ... _.~.-' ..... _ .~ .. ,,; "'...... _ 'W .. .. h~ .... IJ.,., ",4.1 __ .... __ "'.~1ttI v_ 

c::!p .. v l ct'>e '!"n o~~o .. -0 "'e p - c .... a ... g l ..... ... a ... -.,p .. c l -c··..,s-~..,cpc::! a." !i;J .. __ ... ..".. .... • .... ~ .. !ttl ....... .., .... " •• 0 ..... • ~ .. .,., III .- ~ .,~ • ... w, .. .. 
~a-"~c;~o",-s Wl~~ "'eec,' -~P a .... ~~~-"7' - ... c~a-~p ~ .. IC/l>$ ... ~~l,.~~ ~ ... ~ ~~ .. ~- ~~~-~ --- - .--~---~J ~~ - -~- ,~~ - .~'-~-J ~~ -~ 
:econ~io~:-e service ~ac~ages and !.n~rod~ce new o~~erings. :he 
COm::IS .... ~ ...... ~"'O,·ic,· ~ ... e-I-•• -6 a .... o':~c":1' 0 1 JI"i/l>".('",~~ -e-·'a- l ...... 0 1 

-.. ~ • ..., ..... ii;JI •• ""- _ _ •• -."JW_IttI-"IttI'W ~ ... J ... _ ..... A_""' ...... 0 ....... ttl .... ""' .... .. 

l"'-e "/I>yc"'an.gp ca.". I e-g -,:.'i' I"'b - .... ". ........ .. p~ ........... ""1 ... 0- ....... ' ":1' -0 c··s- ....... e-.... " .... A... ... ... _ ... "" ....... --.0 ." ........ 1IIIt.J • .,.,~~..,,..'- Z' .. .... ~., ... J.., .... tIIftJ .... .. 

ne~ds. :h~s co~l~ incl~c.e ~:-oced:;.:-e$ !o:- allowing ~rice changes on 
sho:-,,:e:- no~ice ~han acdi~ional11 rec~irec' and wi~~o~~ vol~!no~s ~d 
~ecessarily de~ail~d cos~s s~ppo:-~. 

:~ a,,: lea.z~ so:e ins":ances ~he Co:::ssion ~ight ~s~a~lish 
price ~loo:-s, allowi~g ea~:-i~:s ":0 se": :-ates a~ove s~ch !loo:-s 
wi~ho~~ ~:;.r~he:- CO:Oission aC":ion. 

'!he Coc:ission :!.ght d~,,:er=ine ":ha~ i~ s~~e:!ic s~b=arkets 
co=pe~i":ion is no": ye,,: S~~~icien":17 d~7elo?~d ~o ?er:i": si~i!1cantll 
.... e ..... """",.:: "eD"'·'ja"'~o'" ", .... e Co ........ lss.(o ... cO"'d ""'e'" co ... -< ... ··~ __ <!>AI""O--"I .. w,-. .. ", ... "" 0'''''''' ",,_......... .........-... ~.. '1; ... __ .", .., ..... -...... ;,;. ~'-'_ '-'_ ~ 

!o:-:s of ~~ili~y :-e~~a":ion. :n o":her s~b=a~ke,,:s the Co~iss10n 
""l~"'", ~<_.:l co ...... ~ ... .(-.(or. S,·II.(C.(~"'_':'" ·'1"go.o'·s -0 ""IA ....... ~- ",.,."rp.g:·ia- ..... .," ..... ~.'" -"" .. ~ ....... IJ .. "" .. IttI_ . ... _ ................ ,; .- . "'" 'tI r ......... tJ '\IIiI.'\;; ........ W""'-,J 

apl':-oach. 
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- .... a- -''''e .( .... - .. a,t!' ... a-p ca ...... i p .. a"'cPs'" ....... a .... p~ ".t~ -:": "'"0 ...... -.( -"-p - .... p 1,,/.,. ..,. 1,1 ....... v. t,;J\I \II..... • ........... .;) ...... "O.,-..J _ ... v .. f;;I..,_~_'ttI_ ttl .. .. 

~~-bPS- s,( .... ~,p ~-p- o~ 3p~~ ~",,-p-pY"'"""'a:'gP's "'"O~- 4 .......... ov,( ... .( .... g sp-v~ ... p .... '-.':)0 ..... r.,J _ ... ~ ...... .. "'..,..... ... .... __ .... _v ... ..,n,-, ••• .., '-",;;)tttI __ ~ • ... ~_.... __ .W.., 

.(~ Ca'~~o- .... ~a ~oea~ ca--~b- aeepss c .... a. .. gps '~a"~ s( ...... ~',(e~ .... -'j ~-o .... g ....... ._- .. ~- • .J .. .- ... ~. .. _ ... 'fI -Ill .. 0---- ... ~..,,_ ....... -
a:eas wi~hi:l ~he sta~e. :~ese will be :~!l~c~ec. in cha:ges !o: 
se:vice. O~he:wise, c\;'s~OQe:s on ~ow-cos~ :o~~es s~bsid1ze C~~OQe:s 
on .... -(g .... -cos- .. o,··pt!' 'Oa.-p a..rp-a"~""'" 4 .... $··0 ..... a S4-··2.-"0'" ·,ro··~c.· ~""V~-4 ... _ _ t,I..... ttl ... -.J • ....".., W ..... e,--..e" __ ~.. .. ..".... W _... ... ...... w"';; 

cocpe~i~o:s ~o ski~ ~he c:e~ o! ~he ov~:p:ic~c low-cos~ :o~~es, 
while avoicing high-cos~ :o~~es. 
Wes~e~~ w~!o~ ~ele~~a~h Co~~~n~ (A!~xanc~~ :. Ch~shol~) 

,., .... e Co ...... .( -.::~.( 0 .... s .... o,·-:;. ~""co""agp eo ...... ~-4 -0( 0 .... '"'0·· ... '"'~-•.• p~ .... .... -.. __ .... - .............. '- _... _. .... ... "" .. 'ttl_ w __ ~ 'rtI •• '"ttJ .. 1IfI'" ..... _ 
a .... d. •.• ( ..... 4 .... - .... ,.. ':" ~""·s '; ...... 0 A.vA. .... - s .... o,·,;. .... p • .... ~ I'O.(!' '0'" ... O ...... I'O.-~-.(·rA. .... fIII_"' ..... _ 1,1 ... ,::, ,M1'\. .... i'\ • ......... ':' ~ .. 'ItI •• WI._'-'" ", ..... • .....-.':"-.J _ .. "" ... ""'''';'~.'ti.W~ 
"'"a"-.( e"s 06 "'o"'P -ps· ... .( c-.( vp - .... ." .... - ..... 4 .... ": PS .... o·!p ...... .( ... g !,."."" "0'" w ...... \;;...... _ .. _ ,,_.... III,. .. w ... ~ "' •• ~ • -..~ - e) ... ........ 1""lIo.W<;J;_ .-

?aci!ic. ~he Coo:ission sho~lc aco.,~ a !lexi~le a~~~oach in 
"P~"2-0(""g "'"o ...... e-(·.(vp se .. ··ic4 s •. ,;(!'-,.. ..... ~"'''o''' ;-o":~ 0 1 "'0 ca .... ~e .. .. ""'c .... _\l_ ... .... ".."" t.; • .., • .", • \I 'iW. fW .. vfttl '=" ...... "' __ ......... ~ "'.;II _... .._. 

-ha.- ~-:a""~ ·0 .. co ...... e-~ .( .... - .... e ...... Ov"s~o ... 0' ,",." e4 c ._."-~~4 .... ~ ~Yc""''''''''g~ \it IIfI ~. .._.., .. "" \II WI _... ",.... -.I.. _....... .. iJ~ • " _. ... ....... _ _ A .. ~ WI 

se:vice ~~d s~c~ se:vice s~o~id ~e~ain closel] ~e~~a~ed ~o he~p 
",,,,pv~"'- ·· ....... es 4 "Pc.' e"'o'" "!'-s··oo:-.( c.''( "'2.-.( 0.... ,., .... e Co ...... ( ss.( 0'" s ..... o··-; ... :,. ~ ...... .", ... ,..~ .... .. ..~".., __ """'. _All IJ_~. _... ____...... ........ ... 
~ecognize ~ha~ ce:~ai:l calls wi~hin ~he la:~es~ o! ~he ~A=As =a~ 
closely rese=o~e ~oll calls and ~o: s~c~ ca~ls co=pe~i~ion sho~d 
~es"-; ': 0( .... -: owe" ~e "v,( ce c .... a ... "Po'" ..... --... '* - ..... .. ·O ... i,J-
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The Coc:issio~ s:'o~ld ~ak~ ~o ac~io~ i~ ~his 
which :ight ~~~cl~d~ co:~~~itive o~!~:i~gs o~ c~ll';la: 
se~viceo· .. 

?:oc~eding 
:obile 

Access cha:ges sho~d oe cost-~elated. ~~e:e ~he local 
exch~ge s~bsc~ibe: is di:ectlj :es~onsible ~o: cos~s s~ch as ~~s 
loo? that c~sto=e: sho~ld be assessed the cha:ges. COSts di:ec~11 
at~~ib~~ed ~o in~e:exch~ge ca::ie:s sho~ld be assessed agai~s~ 
~'_"'~"'!!. S"c"" ... j., ..... g~s ... ··s- .... ,/:> ac.·j'·o-,/:>c.· ·0 .. ~""~ ... - - .. ~ .("""'e".(o'" -~ ..... 0' ... ___ -.;. ..... _c;;ir-. _ ....... w";_ "lIJtrtI.".., ...... "ww w_ ... ---. •• ;.. ""J~"'W 

access se:vice that is p:ovided by local ~xcha:lge ca::1e~s to -
inte:exchange oa:~ie~s othe: than AT&T. 

Li!eline se:vice sho~ld be available only to the t:~7 
needy a~d a :e~~s ~es~ sho~ld be aaopt~c. 
Sa::elli -::e 

SBS is a do:es~1c ~~d in~e~na~io~al ca.::ie: ~si:lg p:loa:ily 
sa~ellite t~ans=ission to ?rovide voice. da~a. and i:age t:ans~ission 
S"'s-~"'s ~""p.sp. of "'c' .... ,/:> ..., ... <! va.-~ s:;s-,/:>"'s '0" , a." ""A C'·S-O"'p."S ., .. c.' .. ~ a"';-tI ttl ........ • _ ................... ""- ~ ... w.... w_,... - ..... 0-- ... ." _'filii" ........ ~- .... 
~lJ long-dista~ce se:vices !o: ~eside~~ial ant co::e:cial 
s~bsc:i 'be:3 • 

S~<:.' ~"l"l Y ~""""O""e- - ... ,/:> --p. ... c,. -o·" ..... c.· cO-""Ip.-~ -« 0" S":IS .... ~ ..... g'/:>_~ ;;)'IrJ ... __ t,,;,IV'It~: #& I.,J..., w...... ttl. --- 'vi g.. ....r _ ..". "'.- __ , ~ _ 
th~ Co:=ission to ado~~ an a~~~oach consis~en~ wi~h~ b~~ no~ li=i~ed 
.... ..,. ':IC'" ""Oi.( C"" '" .. <! S 6 ..... 0" ": c.' • i "'c"l "c,' A e 0'" ",,\.a- .( -.( 0"" • .,~ - ... .(... ."'i:. ~AI!'IAs WJ • • ~ r _. JO --- 0_ ~- ... - ~~ ~ -r~Y-Y. - ~-y--- y-- ~ - . 

SES ge~e~allj S~?PO:~3 the ?CC's access cha:ge plan b~~ 
de~iciencies wi~h it which =~s~ b~ acc~essed i~ ~he 

!~ is :ost di!~ic~l~ ~o de~e:~ine a "~h~esholc level" o! 
access cha.:ge :a~es at ~hich by?ass beeomes economically !easiole. 
~he economics o! o~ass va:y wi'th location. 't~a~!ic, t:ans=isslon 
speed. or t~e. a.~d o~he~ !aeto~s. Today i~ is ge~e:ally ag~eed that 
o~aso is a -4' ... -~.'./~i..,. '~"'~-ed ~hp.""o"'p. ... o'" ..... c.. 0'" "I'(--"I e ... .aa ... -~-~ JI! ~ ~"' .. Q"'. "-J ...... -.l1li ~ .. _ ............ "'.~. _ ~_tJ"'_ •• "W ... ~ __ ._ 

impo:tance ~o the ordina:y s~itchee voice =a:ke~. (See ~~S a~c ~A~S 
\'I'a. ........ e- ~- .... e-""&A ':Icr. 82-'-,70 ':10 ....... • a"~ 28 .. 08'2: •. ~,., of,...... cone~ "C,i:.S ••• L. ~ ...,w ........ WIlo ...... ., fill> ... .", .. __ w.~,. ".~",I "............. ~ ... .,; 
-~a- c".~ass •.• ~i~ "'0· - ..... e~-~~ -",~ .~ofa. ""I.e-..,. 0'" "';OC~i -~"';~~"'o"'e "'''' '" ~J:' " ......... '" "' .... ~...,.., .... ~ ..... II.. ..._w" ..... ....... v..; .... wtI ...... ,.. 

coc?anies ~de: oo~ci~ions o! cos~-based aecess~) 3y,ass sho~d no~ 
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oe ~~s~~ictp.d ar.d need not oe i~ sensi~le access cha~ges a~e p~t in 
::>:i.ac~. 

The second ~Jpe oec~:s ~hen c~s~o:e:s o~tair. 
in~e:eor.nect:or. se:'lices !:om othe~ tha~ ~hp. local exch~~ge ca=ie:z 
!or p~:e11 !ir.ancial ~easo~s. As long as telephone com'~j access is 
not ~~icec above i~s t:~e COSt no s~ch ~~ass ~ill occ~: that is 
~~~lJ ~n~esi~aole. 

S~~ C"eco "''' ""r.s o! ... a .... .,. p·'1P...... ..,',.,p .. ',.,p .. ... ..,....,a ... t:!' -eeo ...... .( c·" o .... s ;:J.,;,; ..... ..;;J 'ttl .... It,;,. , ... ,.,. .. " • .. ... 'WI, '" .• .., ........ .. t,J J ~ ~ """ .. ..,,; ><I... ¥. •• 

co~l':' 
c'", ~ i "'; ......... 

oe sensiolj and ~:acticallj en~o:ced. S~ch :estrictio:s vo~c 
.(...., .... o·'/ ...... ~o .... ~.., "'p-' o ...... ,. .... 1ca ... " 0"'<:' .......... c,·;6,...( .... • ... ip "es'-":-.-•• ';itw ............. 1J_.ec ... w-...,. t.;. " .. w, a ... __ v~_."tr,j .. "* ........ 1# • 

('ote: Attached to tee S3S state:er.t is an exter.si'le 
a .... ,oe .... ..:~·' co .... ce .... J ...... ec'·a."': ~ccps'!f I'1l .... J ... c.·psc ... .(· ... ps s~~' 0 .... " .... "0 ... 0 ' '~ .... ~ .... A .... ,. .... _ ... ~ ......... ~ ."..... • ..... r:;;> .., .. ,.trtI.. .'-tJ ~. __ ... . 

voice ~~d data se~v~c~ c~ali~j di~~e~~nces ~et~een A~&~ ~d o~~e: 
ca~~ie:s.) -
U~i~ec States ~~a~s=issio~ S7ste:s. !~C . . 

pce :etho~olOgj :eco~izes the c~~~e~ence be~~een t~e ty,e 
O~ , .... -pWCOr: .. b~-'Or: "'~o·~(~~c.· -0 -~p ~"'-P~PY~""~gP ca.w-~p~ o! ~he ~e-_" _ _ .... .., .. "" .... ,.- .... ,,; __ ~ .. ~ .... ,-_ I,j 101 ......... irtI ... _",........ ~ •• ,...,. ;;_ 

Sjstem as co=~a:ed ~ith that p:ovidec ~o othe: car:ie:s. :he :~thoc 
i:poses a ,~e:i~ or. the i!'lte:excr.~~ge ca::ie:. 

~he ~Cets :ethoc also :eco~izes tee necessi~j to 
disagg:ega~e service o~~e:i~gs so tha~ s~~sc~i~i~g c~sto=e:s ca~ 
choose among o~!erings more ade~~a~e:1 and speci~icallj ~o :ee~ 
~a~tic~la: t~lecom:~ication needs. 

With soce excep~ions USTS s~bscribes to the a,,:oacr. o! the 
PCC. All o! ~he interstate p:oble~s a:e e~~a:ly applicable i~ 
Cali!ornia and US~S ~:ges tee Cocmission to ~ollow ~he lead o~ ~he pee. 

The Comcissior. sho~ld per:it cocpetitior. in local exchange 
~d toll ma:kets i~ Cali!o:nia. R~es sho~ld be ~i!~er~~t to~ 
established ca:riers s~ch as the 1ncependent tele,hone companies, the 
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m ... ", Co"'''' I; "'S~ 0"" S"'O""1" "''''C'',('''''' ......... "' ... ., "'eo- ...... ':,( S .... "'~ ca--.f 11>'-....... ......r;;)....... ~ .. "*' .. _ • ...-,.. _ W'_.~'" c;o.;,."" .. """ 1fIc;iif1J ____ •• _ ,. ....... 

:::l~S~ ~~ov1~e cO:l~e~l~ive se~vlces ~h:o~gh a. se~a~a~e s~"osldi~:..., ~d 
"'0- -'"eo- ""'n .......... c~c.·., se"'v,(c"'~ "'''',(s s·<,\o"':c.· "'11> c.·IJ>C"'41J>- ""0- 0 ....... a .... (eo O~ _ ttl J'-1IoJ 'ttl ,. ... CM.. .. .• .. wi • .. •• _ ... '-"'_ -.,; ... __ .. \.Ii. ... \.j. ... \if' ...;,,; w .. w .-

-'7""'!es 0' c.",. ... V,(CIJ> ......... 0'" .... p .............. "'- ( ... ..., .... (C ... - ... '" se .... v"'c'" ,($ 0""""'''''''''' IiJIJ."'" ... ·twI •• __ ;";~"<I .... 1.1 ........... c;;. •••• 1,1 _~ ••••• 'fl....... • _ wi _ M.,.,., • .,.,'-i!.-

":10'" ,( ...... -a""ct:> """ -"'IJ> Co ........ '" S..,( 0'" 0.' "'·e ..... 4 ... t:>S CO ...... 6 -( -,( 0'" ...... 0··': C· "'0-.. ~ __ ~.." ..... , _. 'fl..... ~. ti::I_.... ... 'ttl ...... ~_ MIto:~ '+1_ "'_ -* ~a....... _ v 

exis~ in ~he local exchange =a:ke~ "o~~ sho~:c. exis~ in ~he 
,( ... ·e~t:>vc .... ~""~p. ... a ........ "' ... a ... "'''''c..''' ... ''' ...... p ... - ... e'e~ ... on'" co ...... a""~ ..., .... ,(~ .... (s --~ .... ., •• ~.,..e::,.,., .. • ;;:. .... 'rtI, .~ ....... :'- .. '-' ........ " .." - .-..Ij. ... ...... !-' la4a.t __ .w..-_ 
~e::ll~~ed ~o o~e~a~e in "oo~h :3o~ke~s co~lc s~~sidlze b~lo...,-cos~ ~a~~s 
i~ ~h~ co::"oe~i~iv~ :a~k~~ wi~h ~h~ ~ev~~~es :eceived !:0:1 ~~e 
MO~O~O~~ ~oc·a."1 ",vc"'a""~'" ... o~ ..... ",- ~~,,~'" ~S~S o""""t:>As - .... 30- as ~ .......... "" ~el" ....... h •• .. ,.,. ..... c;;iI-.&_ ... w· '"' .... .-J,.." U __ ..... v ... \If ... 

SO' , .. .,.~ 0'" -SinS .... "'''; {", .. ~s - .... a- P" ...... "' .. a JI"~ ...... ...... " C:" "'oS"''''<f:'~'''S "'ono~o': ~ .... ~. ...., v.. w _ ~ .. _ J/ r:; 'ttl ... III' .,,; ... 'ttl.... .. __ . ~ fit;...... .... "","" W' "'" .., w .... ... ~ ~J 

~owe~ sho~ld ~o~ ~e allowe~ ~o co:~e~e in a co=~e~l~ive :a~ke~~l3oce, 
0 ... -"'Po "'o""'o"'o'l~ ... a ... • ... "'- ~"'I •·• .... ·c ... •· ... a- '1. ..... o"'p""a,-"'''' s .... o··~.:i. ....... 0"''''''' -0 .. w.i-... ""'*'* ... ~ _" .... .... ~ ... IIfI .. _ w.... ... "'... lit .,........ !.I_... ItI _ i;I ... ........ i.J~ ~ ..... \III 

COM"'p.~"'~~"", ~, ....... e Co ... _4ss"0'" ~pc4c.·e~ -"'a.- ':oca.': ",vc"'a.""'g'" C~_ .. 4", ... S w:''''''.,,;_''1_\,./,.. ... _ .. "'.. ........ ........ ~_. ~ \11' •• "rI.. _ ... ,r. ...... .., y. •• ". .... ~ 

sho~ld no~ be s~ojec~ ~o co=~e~i~ion, ~hen local exch~ge c3o:~ie~s 
~""o··~·'; no- '0'" ... ", ...... 4 __ ",0. -0 co ...... e·'" ("" a ... ., ... ..,,"'- ·tI!).· ~c"" ..... po co ...... 40S.t.o'" _,."".-, w........ \I _ ~ _ ....... ..., 'tI.. "" "':''''''' _... MII>~ ... __ 'III ~,;... v .... ., ~_...,., ~ 

has ceciced ~o open ~o coc~e~i~ion. 
Closed en~:y in~o local exc~ange :a~ke~ ~ill se:ve no 

~se!~ ~~:?ose. !! an i:'l.~e:exchange ca::ie: decides local access 
'ac~~(-~"'s c .... a ... g"'s a. ... '" ~-o"".t."'~·~Vt:> ...... p ca ...... "e ... "'aj c.'",c,("'", -0 - .--.\;-"'" .......... </6"'; Z" • ••• ;; ..... 'rI_ .. , v*.... • __ • __ ....... '-_ t,I 

cons~~~c~ i~s own !acili~ies "oj which ~o o~igina~e and ~e::ina~e 
in~e:s~a~e calls. 

Co~'Oe~i~ion sho,;ld ~ed~ce ~ele'Ohone :a~es- A ca:~ie: ~hose 
COO·$ a"'p .... (g-= .. a. ..... ··• .... 0 ... ··0 ... c .... s ... g'" .... ' D .... --a-es ···~1"1 "'0· eo·· ... ·'1.t.clI> '(..., a r.",J1If ......... _ .... '- w •• ....... ...,ttI ••• ..., ..... ~ ...... "" " ...... .." ¥~ •• ., .... 

:na:ke~~lace ...,hose ~a:~ici~a~~s ::lake eve:y a~~e=p~ ~o ~ed~ce CO$~$ ~~C 
:a~es- ~ha~ ca~~ie~ ...,ill ~he~ seek ...,ays ~o :ed~ce i~s O'~ cos~s and 
~a·es ~"'" o"'o.e- ·0 Mp~ • ..... ~ co~"'''''''(-''o''' o~ """'~': ...", .... .. .. wi ......... WI v"'...... ....l!--.",. "' ... , •• w .... 

~he p:o'ble: o! ~nive:sal se~vice is ~a~ge~ec. ~o s~eei~ie 
cons~e: gro~~s ~d ~o s~eci~ic geog:a~hical a:eas- T~e ?CC has 
~e~"'~"-pd cOM ... p ... .(-40 ... ,( ......... '" ,( ... ·~ ... ., ... a·p ... a .. ".Jo.l!" ...... -: ... ce "0 ......... aeo l' ...... t.tw... W:'w""",WfI¥" ..... I;r~ __ .. w ... ..,.., "I,.. W • .c.~ItI~ .... QIP ... w .. ,.; 

es~a"Olished a so-called ~ive:sa.l se:vice ~~nd ~o :ee~ objec~ives o~ 
-.;.nive:sali-:y-

~he ~:a.:~ic sensi~lve cos~s sho~d be alloca~ed ~o ~he end 
~ser. Ave:aging or ?ooli~g sho~ld no~ be allo...,ed. ?ooling ass~es 
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the:e are ~igh-cost coc~a~ies in oree: ~o solv~ ~h~ :?ro"ole~ o~ 
""'~"/e"sa' ~e"v~"'e ··'he"jCI "''''·''a'lj • ... e -3,""',:1>. eo'" 0'"c.' '10.,:1> ..... fl' ""I ..... ·~c'·, ... -.. -. • ~ Ito.; .. .... .. " .. "' .. (PIr'W ttl,.., ~ IJ.. 'It!. e,- Itt# ...., •• \ifill.... ;.;.. v •• ~ J!Q., tt/_ ..... 00. 

incivic~als who need a s~"os~dj. ?~:the::o:e. high-cost eo=~a~ies 
sho~ld O~ loo7aed at ~o ceter:ine t~e reasons !o: t~e high cost. !t 
is "Oossi'ble tha this co~ld 'be t~e res~lt o! i=~ro"Oer cost me:age:ent 
and~not th~ location o! the co=~a~y. • . 

!t is not even necessary to ,ay ~o: high-cost companies 
thro~gh pooling a:r~ge=ents. :t is possible to ootain ~ay:ents 
~hrough a ~:~~s~e~ ~:o= a~othe: i~c~S~~7 O~ ~O~ ~ha~ =a~~e~ ~:o= 
general ~ax :eve~~es. 

3ven within the telecom=~~ications ind~t:., it is "Oossiole 
~o impose a relatively small s~:eh3,rge on the end ~sers to :eet the 
cos~s of high-cost co=pani~s. 

~niversal service does no~ incl~de t!'le "Orovision o~ 
a~~~-c.·a.b'A -~" SA-~'(CA ~ ....... (,.. .... -cos· a-,:I>"'~ ~"'(v~-sa' se-v~c,:l> ~ ... ~ ~e -_""". • ... '1'w/.... ...,_ "' •. ,. ...... "0-.. .., ..... ~.... "' ......... ~1fIO - - .. .., "..c;;,.J "" 

necessary to allow the enc ~se: access ~o ce~~a:n vital !~nc~ions 
S•• c .... as ""0' (cjCI a~ ~ ~~ ... ~ "O-O-jCl .... ·~ 0'" '1"_ (s "'0- "'ecp."sa..-y ~o'" -0" .. ...... !' _.... ....... _....... ... ~ ..... !ttl". .. _ .. Ifi. •• \II' _ .. .::J ",.,... ttI~ .. 

~sage. !t is ~i!~ic~~ to conceive why toll service in ~he ~~a:ewo:k 
O~ ..... otv~"'sa": $e .... ~(c~ ($ a "'ec~s"'<-~ .... jClr .. ·~ ... .(ng - .... ~ ~~""os(·( ...... oJl' ................ _ .'4 ... _ .... .:::J.II.; ._~..... ." .... ..... tftI .. " ... "", .. .. 

s~bsidies or o~he: tr~$~e: paj~e~~s. • 
U.S. ~ele~hone. Inc. (Ker~v Pox) 

u.s. ~elephone is a co~~e~i~ive. long-~is~~ce co~,~y 
which does not own its o~ ~acili~ies. I~ leases ~acilities on a 
long-ter~ basis and resells services ,~rchased ~:o~ ~der17ing co~on 
ca:-:-~le:-s. 

~ S ~,:1>":,:1>""'no~~ b~;~A··,:I>s - .... 3,- "',:I>~·~a.-o"'~ ,:I>JI'~o·-s -~ ..., •• - ... ."",~ •• -. ~ ....... Y.", 'ttl •• t,/ •• 0 ...... "rI .'" _._ • .., "''''' 

competition will retard development o~ new ~echnologies. In 
w"'e-p coW\"",:I>-~ -~ 0'" ( ... • .... e < "'-"'a.s-o-~ "'a"""-'e- (s ·· ... -,:I>s· ... ( c-~;' ... -.- .... Z' ... tII_IJ .... - ........ __ IfJ., "'~iIII"'''''."!ttI _ ........., .. _ ,." .... w.,., 

res-:ric~ 
~exas, 

ind~s~:ies have ~evelo~ed to service ~he eO:::l"Oetito:s ~o ~he ~l~i:::late 
bene!i~ o! ~he ~exas s~ate eeono:j. -

Coc~e~ition sho~ld be "Oer:itted wi~hin the LA~A as well as 
~~-e--~A~A ~x<s-,:I>"'ce o~ ( ... -wa~~A~A ~o"'~-d(s-~e~ coW\~e-(-~o~ • - lilt .... _.. -.J • ~ ..,..... _ .. ~ 'If1.. ........ -"6 _ 'ttl WI MIlo.. "II .... "'... ..,. 

~rov(o.es c.e\4"-""o'~ci"'g ""ec .... ., ... ~eo ... ~o- ~~<!' •• w(~ ... - ....... - ("'-,:1>"" ~AITI. ~ .. .."..-... ~..-- -liP ....... ""-...... tJ ... __ .. ".,.v ......... o ", •• w!lfl ... ..,."",.-,;.J .... A 

ca.-"'~ p. .. ~ •. ,~ l' "'0- 'Io.e s··bj~c-~.:l -0 ··"'-jCl"'~o"'a'lo.": jCI e .... a .. g~~ '0" ~ ... • ... a-7.~ "'! ••• ~. _ ". ... .. ,,-.,; ... ... w..... '" ....... _t;,i,.., .. tJ_... _. ..~ _ • ___ ..".. _C"lIo ••• 

carriage. !~ ~~e abs~nee o~ i:~ra-~A=A long-distance co=,eti~ion, 
t( .... e .. -~.A~! , onD -'" ~ S-"''''CP co-"'e-~ -~ 0'" CO'" '" -.. ......... c.' p .. _t( "'jCI.:I - ...... O· .. b ............. ..... .., • ., _T''' ':J "'- Vc;iN.... ...."" 1; .. 1tI..... ... .... "*' tJ": ....... ...-._ .... _ ... .., ... -''=>-. 'Ii •• '=' 
denial o~ e~~al aCcess to local exchange ~acilities. 

A~-~- ~~ves-~-"-P ~6" ("'-~",:I>V'c""o"'gjCI •.• ,(~, <!'~ ....... ,.,. -A"""J.a.C,:l> ... I,I", .. ~. t.;_IfJ~. _.,. ~ ...... • __ !ttI.", .. _A _c;..... ..... ". ... .;;J-"'~"'J .... .:' • 

?aci~~c as the ovewhel:~r.g17 coc:n~t com:or. ea:~ier in Cali~ornia. 
'1" ... - ... ~ 'o .. g-c.·("!'- ...... c~ ·e'po""· ... o .... ,:I> .... ··"!'~ ... "'s~ !ITID..J'!'I'S ~,:I>J.'" '!::~oeo-jCl_ -0":1 -~ ~~~ - - -~~~ ~ ~ -~~- ~- ~~~.-__ ~-~_ ~. - WJ~~-- ~ --

reve:l~es, whe:l coc"oined ~ith ~~ose o~ i~s i:de~eneent ~ele~hone tt cocpany partners with who: i~ does not co=pete~ acco~ted ~O~ a 99~ 
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g:-own i: 
l'0:--:ion o'! 

~A~~ .~·A~AYC~~~~O W~~~ c.·O~~~~-O -~O ~aW~A- a.~A ~~ ~~. ~. ____ w._.A _~~. ___ _ ___ w. ___ - ___ v _ .... ___ ~. 

:-ee;la-:ed ca~ d:ive i-:s eoc"Oe~i-:ior. o~-: o! o~ir.ess or.l,. ~o inc:ease 
:-a-:es a~-:e: -:he co:pe-:ito:s· a:e gone. 3ell in-:e:exc~ang~ sho~d be 
S'· ... 01 AC- -0 -~e S ...... A "0"""-; ~-.; o~ as ':) .... c·~" c "" .... e .... o I, s ~o ~""ec.· - ... "' ... vp -..t,;.;~ ~ ttl ~ .... ~_ .... O ....... '-oIIiI~. "' •• ;-:, _ ....... _ ... __ ....... ~ v.., ~.", 
-:he Co~ission se:ve as a s~bstit~-:e '!o:- co=?~-:i-:ion :-ega:-ding 
CO~~~b-I,-~VO ~o~~-c,'~~-~~cP ea. ..... 'e .... s ~~~cp - .... p~ a,wo a.'-oa.c.·~ ~O~-A-I,~g ""''-'~V''' ... ",_ .., ~ •• ~ ... ~'fI~_. . .... ti;!,.. ..... .., "".'--.1 .'Y ......... J - ..... ~-~- ... 

wi-:h -:he Bell Sys~e= and each othe:. :his is not -:0 say -:he:e sho~d 
bp :10 -Pg"~"'- ~ or. -1.1 S ""0": A~"" 0'" A "eco~"'p~c.· s a "'oe.·"'" A~ "'A..:.o-o·~ a-~""Y ... ..", --. .. """",-,_ ..... --~ ... ;.,; ........ ,. --_.. - ---- ...... -00 ...... ";Va.; 

sch~Qe as :o:-e a"O~~o~:ia~e -:0 allOW develo~=e~~ o~ A:&:'s 
COM~A-~-O"~ ~~;~ "'~C,·~~~AC.· IO~~ s~o'·~c.· ~o~s~s- o~ ce~-~~I,ca-~o~ ... ~ .. ttl .. w ...... ., .... _ ~ ... .., ... __ "'" ... ... ,... "'"_ ...... _ !J WIll' • "'" _ _ '" .. ..., 

~a:i~~s, a~c cons~:e: co=~lai~~s. 

A~-p", d" '~PS"''' ......... p ... • .. A CO .... ~o( ss" o~' s Cwo( ... ~ Co"'; ~··~c-.( "' .... ~ -.' -_, _ 'ttl • .. 4IIt y.. W ... ¥ "",.... "'... .. ........, _.. .. .. ttl.. ~... _ ...... ." ... ..,... ill ... 

be ~esi~~:~g a~,:-o~~~ate access cha~ges. ~he Co==issio~ =~s~ 
~ecognize -:ha~ A:&T st~~~s a~a=-: '!:o: i~s cO=l'e-:i-:o~s wi~h its 
c.·o~o("'''''''- M"'~"'A-.("'''' s .... a ... p a'" c.' S ...... A .. ofO ... accAe.s -0 -:"'ca..:.-: A"'C~O"'gps ........ cw...it." ..... ,.. • ..,. 'fI-~e •• ~ wi ... ...""'....... _-.l.",.-\J ... h ... ~ _ • 

':i.S 1':'1",,-: A .... ~O ... A 5··"O .... · ....... -S ... co~"''; ; ...... of ~~ .~~ ~.I."'- "'~c.' .. e.agA se~sl -of '~A .., •• ,.. ..... ""'.... ..... _ o."JttJ. 'fI ~ .1.J_ ... c:attl.-\,,/.,. \,,/,. ... Gw~.. "W wi _. I,j,. __ ... 

"'a.-AS ··• .... o(·c .... "'I""O"'O:"-A - .... p -os- 6~II,C(A"'- "sP o~ - .... A S"Yg ... A .... ··• .... .("i e • '01.... " ........ 1:' ... tI ... ~ •• -... v 'W ___ ... ,.,_'ftI ..,.., "II - "' ... ., J 'tI ..... #II ..... . 

p":.("'~~a.-.("'g - .... A .( ........ A ... A~- a.~va ... -agAs "'0 ''''g.''' ~-ov"c.·ec.· ."",,] - .... A c·· .. - A .... -............ _ .. .,,;_... .. .... _ ... _ ........ w .... ....'" .. 'rII ~_~_~. _ II,,! w.... 1iIiIt. •• ...... ttI 

.. .,. ... ~ e.- ... ··c-·· .... A "" .... P.I.· ~c"'-: C"C''''o-e"''C' a~·'" - .... A ~ ... ·e .. eYc .... ~~ -'e ca""~ A" ...... "' ... ~ w., IiIiIt. ." .... _. _....... t",I ~ ... .., III ..... If ti;J .... - ~ ..... ... ." .. h ~~o • ~ ....... 
sho~ld oo~h bea~ a ,o~~ion o! ~he eos-:s. 

Q~alit:r o~ se:-vice sho~ld be conside:ec. ?aci~~c ~d 
G~"'e"'a": s .... o··;c ... ~ -OC'·o("'AC. ....... -· ... A C ...... _<Css.(o~ -0 oI'~~A <!I!CCASS c .... a .... A ............ ~. tJ •• ""'.--_ .... -";J "' ..... "' ....... ".., _ ... '</I - ... - .. <;ir. .. .. e- .... 
-a"''' ~~~ .......... 4 c .... a'" pc'·a-A' ~ .... A~' AC- _ .... p c,".( ~'~"A~CA 4 ... - .... p C'· ... ,.( -"Y"'~ '+II ____ iJ ........ "",." ... 'ttI"_J • .,.I_~ __ .., ~ ..... __ ."",..., .... - _ .... W'_ ... __ ~ .. _.,., ..". 

• ... -e ... co~~~c-·o ... ~"'O·~lc.·pc.· ~""e ~~C ~as c,·p-e .... ~I~ec.· - .... a- ... CCA~S c~~-~~~ • - ~.. ...... ... 'III _ ... ~ .. v. .... _ .. _ .."... ....", ........ _.. '<II.. fttI ~ _ w _a.. ~ v .., 

S~ ... ··ic,· ·""A ac'j"S"'AC,' ·0 - ... -.,p .... --. acco'· ....... -"'c ........ l,c~": A(I~A .. A ... CAS ":10'" •• \J ..... lrI.. .. t.t/_ 1,1 1If1~_ ........ .,;..., \l1li> .... 111 1tI.- ...... ~ '-_ ~ ___ ............. _ • 

exa:~le, A:&~'s c~s~o:e:s ca~ oo~a~r. aecess ~o ~~S lo~g-dis~a:ce 
~P-"'o"'''' "'y ~.a.' 4~ .. o .... e c,'''gof- w .... ~lA "'os'" e··e. ... o-p .. s o~ o-.... ~- c-. ... ~O"" ~..,,"',. .&. i,J ~ • ... _ ... ~... ., ... ..", ... __ ...... .., .... ...,,,,, ...... _ ..,; ........ " ...... ... 

ca:rie:s =~s-: dial seven digi~g ~1~ a~ a~~~o~iza~ior. eoce. 
:he goal o~ ~~ive:sal se:vice is la~da~:~ b~-: u.S. 

~ele?hone is conce:-~ec. abo~t the ~o-:e~~ial :a~e =ech~~is=s which :aj 
oe ~sed to e~s~:e i-:. ?~e:i~ access cha:ges ~or ~he A:&~ en-:i~j 
will be available '!:om A~&T -:0 aesis-: ?aci~ic in =ain~ai~ing 
a!!ordable local service. 
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!~~e:~xchan~e Ca~~i~r$ (Mel~~ Gooc=~~) 

(~his s~a~e=e~~ ~as s~b=!~~ed :oin~lj oy Co~bi~ed Ne~or~ 
:nco~pora~ed ~~C ~~lesha:e ~e~~o~k.) 

". .... es'" ""a"" < "'''s ............ y.#, --", a'" "' ....... a ... ,.."'c,· ''1a.': .. '" (""-"' .. ""0( .. ..,. S"' ... 4'l( C'" .. ,. .... "W •• _v" ;:'I!t¥ .................... ""'... .- .. _ .-ftl .... 'w.'t#t/ WI_ .... 
....... .c ... c.c: ........ ":":y - ....... 0·· ...... "",eoa":'" .... '" 1 0 ... ",0( - "' .... ,.. ............. '" (-;:. .. ,) "'I"".rva.-'" 1.c: .... p ~.~ .... .:'r.lr_~ "' ...... --.~ •• ... ..;J ... - ""' ..... ... -~. _A ........ ~ .. e, ... -. •• , 1" •• ttl.., ... ,..,." 

ar.~ wic,e area ~elephone service (NA!S) ~acili~ies. :~~e:exch~~ge 
Ca~:ie:s do no~ generally own ~:~s=iS$io~ ~acili~ies O~~ lease ~he= 
1 .. 0 .... "' ... ~ ..... -O( ... g co ........ a ... .c"'t!:! ,., ... ", c ........ <"' .. $ s··· ..... .c_-< .... g ... ·"Ipse co=e"""s _. w ¥~~ • ..;i.ItI .... ~ .... ~ ...... ..., •••• ..., w •• __ • ___ flttti ... _WItti ..... ..,... ,...t~ 

have a ~o~al cocoi~es sa.:es :even~e s~os~an~iallj in excess o! $300 
... .c:i";O(O~ "'-"ey .... a~'''' .... 11~ces ...... ~ t!:!···.c:-c .... o( ... ~ lac(':4 ... .c:"'~ 0( ... "'0"'" ........... ~,O 
~-- .... ~. -- -'~ ~--- ~~ ~~-~ ---~ - .--~--~ -- - .- ~~~ u.s. c~~i~s. . 

?ac~~ic need no~ be ~e:cei'led as ha'ling bee~ :elega~ed ~o 
... lo.,c. ~ ""as- ......... ,~ .......... , "" s"" .. ..,ic~eo ~., ,:>",c~ 1,( c """'g""ac,' p.eo {"s n"'··N'o ........ .( ... .., ........ w .... ""' ... .,tJQ,..- .... ...:;. ,...,. __ .g.. • __ ~~ eo .,..1IiiI.ttI .'" .C •• ft1 

car """'0""('''':' ~""'I"'''~o''' c'· .. ~~-v "'0'" ... ':': ...... ~ -' .. ", ~ ... -"' ... p..,c ... a .... ~,c. o ......... 'I'p. ... st .. ~. • ...... .., """"'J:'''.'' ... ... ... Q, •• 'tI"" .... w ..... ~ .. \.ia. "' .. ..., ....... "" .... -A .... ":)... Q ......... . 

Yol~e of b~siness ~i:l se~'le ~o enhance :~'len~es availaole ~o local 
s~~po:~ing eo~pani~s. 

d"'~~ .... os ... b""'''' ....... 0~'1"'~ - .... 0- ':oe"" -p.':"' ....... o ... p. SA ... ·'1{C'" ~~ rto.(J; .. •• ~ ... ~'I/_ • ...,.. _~ "' •• ~rJ ... w. "''''~'''.,Jl.,. ... .", r;:;~ '* .... _w 
s~bsidi:ed OJ in~e:ci~1 se~'liee and ~ha~ clai::l is no~ ~ide11 
do( $"'1"-"'''' ,:,\,. "'1"':' ~ S • ., df'rlO-1"I - .... '" ~P"'la. ... - ... b ..... 0' ,r··s·o( c'" -00 ..... - ........ .. Z'~.", .. \.i... i.J-"."

fJ 
'J_. ,....._0;_. 'ttl .... J-Z" • w .. ..- .... .", _ ~_ 'fl. _ V c.. "II .. ";; 

opposi~e posi~ion and s~~~c:~ed i~s view by expe:~ ~es~i=onj .. 
Co ....... p.-o( ... g ~ .... -,a-,ayc ............. ,a C'" ... -1 p."s c ... ¥\ ........... a. .. • ..... c- o··s.c: .... eeot!' .( ... 

..,~ ... 'wI"_ _ ... IIfI .... _~ ..... ~~" ~ .. ,. ... "". ~ .... ..",w VtI."CIr.." w. ... ....,.." ... 

~hel ~eceiye local access se~v:ce i~~e:ior ~~ ~ha~ a~!o:ded ~he A:&: 
in~e~~xchang~ ent1~j. 

T ....... a ... p.y~h~ ... g'" Ca~"'(p",s ~",~.c:",~'l'" -~ ... - ':"""'a.': ... ""~ 'o( .... a .... o"a.': -- •• ,,~ • .",.,..w ... ~... .~...... tJ""' .... ..; ... .., •• 4;ii.fttI ..... 0, ... ~'- ___ ... ... 

o~ali~ica.tions o! s~eh ca::ie:s sho~ld O~ :~viewed ~~ a'":l'O~ov~d. 
,,;a.':110 ..... ~'" "'''''0''''; c.' o( .... -~ ...... '" I ... S 0"- ,,;~ ... .c:-"'d c ....... -(11ea-.c:on*:., ... o""""' ... ··-A<:O v .. _ ....... ..- ~ •• __ ... .., ... \I ... c,;a,. -.,... ..", \III' .- .... .,,;. _ !J '= '::.. "''' _ _ v .. Z' .. '-' 'W "-..... .....,.. 

No s·· c .... ee ... ·1'~ c ...... ,( 0'" sho"':'; .... "'" "Ae" 0( ... "".l. 1 0 - of ¥\-~"''''xc'''' ...... gp. ca ... -( p.-s .. ........ *' ., .. _ _ t;;I." _.. ., ............ w'= .... .......... _.... .. .. .... ... ." 'iiI' .. _ .... ~.. *' ,. ,. ... _ 
w"'o .... avp ai ....... a ... :r a.~¥\-.I.(~C,. ' ............. ~ ... ,c.cP;~'1"'c.· Ap ... -·'.#,c ... -.(o .... ""0'" .... p. -;:.CC .. ~ •• ..,. ....... '-' ~ ~ • ";. ",. tr.I. oQH.. .. \;. *'.. _ _ "" Iw .. ,. ttl __ • Ciif w,.. ... _.. .... .",.... .. .. 

~("'cP ...... es"'" c~",,,,·,,,,,,s' ip.gai ..... c, . ./:'~"'e.""co(",': c·· ... 'o("ica-"o ... <:!! wi" "'a~'lA _... ... ",.. ~ ............ *' .. ." _ ~ ____ .. _~.. .--.c;;.._.. 1,/ ..... _ •• ,;;. ... 

been ~ho:o~ghlj ~eviewed by an exp~:~ agency. ~hi$ app~oach has 'been 
~~eces$~~llj !ollowed i~ Texas and 'ew !o~~. 

:n~e:excha.nge ca::ie~s sho~ld ~ile li=i~ed ~a:1!!s wi~h ~he 
CO ...... ·SS"Or. "'·'l.#, ... p. ... CI ... g - ... ", l ... -e~"'xe .......... g'" ca.- ... .("'-~' se-·'l1c'" ...... --........ _ .. .. ..'-if.......... \it,...... .... V • _ ... f;iW*-... .. .. _.", _ t..tI ,. .", ~~ 

charges. ~he :a~es ~o~ld a~~oca~ical11 oeeo:e e~!ec~ive afte~ a 
reasona~le waiting period ~o be de~~:=ined OJ ~~is Co~cission. 

Cali~ornia sho~ld also es~a.b11sh p:oced~:es ~o ~esolve 
cons~er complai~ts. 

Lexitel Cor~o~ation (Williao O'?'eil17) 
Lexitel is a ~elatively n~~ specialized eoc:on earrie: 

incorpo~at~d i~ J~lj 1980. rts hea.d~~a~ers is i~ M~ch!gan. 
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~~p Co~~·ss·o~'~ ~o~,~~ o~ CO~~A····O~ S~O"'~ ~O- ~'~I~-•• ""- -....."'" _ .... tIJ ~ __ "-,,; ~. "',:1" 1tI. 'ftI_.,. •• ... _~ •• '" ~ ___ "W .. 

~O~ loca: exchange :la.~ke~s and long-distance =a~~ets but the 
CO ...... o(sC'·o~ ~ops '''''''vp a ... PC! .... o~~, ... ·"!··~ "0 p..,~ ..... p .~.o:!I. "''''''"'''' "'~p"""e WoW ... v ...... 1;.., ... jo.......... . _.,;,J.-' +.,.j-~-"."'rJ v ." .... wt..io .... "" ..... v IJ....,w. .... __ .... __ • .-

tele'Ohone se~v~ce is avai:able to as :anj citizens o! Cali~o~nia. as 
~A~":"'.. A ... ~. - A.. ~. ...~ 4c- ..... wo .... ~ ,(~ ;,~ • ..... .( ... 11IIIIIIg .. ", 
*."=,v\,o, .. ",. g.e ..... "'e. \,oeg.ee 0 ... ca .......... a ... a •• ",e\,o ..... \,ov .. e .. _ .......... ", ... e 
exte~~ o! oene!icial co~pe~i~ion !o~ local exchange se~vice. 

"'~p "o"'~ -'- ~~~pc- o~ a."!'o··r'~g co ... ~p·, .. 'o~ '-..... .., ~ -"0". --... ., - -.. '" - ....." -- ..... I!' .. \If _ W - •• • ... 

teleco~'l.:.nications ~ill be to ~ec.~ce the cost o! se~vices to the 
~ublic zc~oss the boa~c!. ~his is al~eac.j ~~ovec. on the ~nte~state 
level. 

?ai~ co:'Oe~ition to local ca~~ie~s ~o~ use o~ thei~ 
eYc~~"'~P ~ac'~~··e"s .~ ... co-~"!Px C··A~_IO~ .~~IC~ "e a~~wp~p~ ~~ A ..... _ ..... 0..... • ... - '0,;#1> _~ c;.w w~ .. ~ ... -.. ... _ tJ_ .... " ••• _ • .., .. w ... _ ... "... f,,;J 

stating that the ~ates should be basec. 'I.:.~o~ a !ai~ dete~=ination o~ 
the cost o! such use. Si~ce AT&= :eceives s'l.:.~e~~o~ inte~con~ection, 
~ates bet~een AT&: and ~he ot~e~ ca~:ie~s should not be ec~a:. ~he 
PCC has ado~ted nu~e~o'l.:.s distinc~io~s bet~~en the co:~e~3ation 'Oaid 
"'y ~~ ... ~-~_. ~o"'-'oca' pyc· .. ., ... gP '·sp. a"'~ ~""a· ~.0:!1.~ "'y ·~e O:'~A" ca-"~;;-'" t.J J'\, 0; ....... .... ... h _.~.. "" -.... ..~ "'... rJ _""'~_ ~ '.,J "..... Itti ... .",. .. • __ • ~., 

?ool~ng o~ access cha~ges should be ~es~~:cte~ to t~e 
~ini:~= a:ount ~ecessa~1 to p~otect t~'l.:.e high-cost local ca~~~e~s. 
This a$s~=es that s~ch ca~~ie~s a~e e~~:c~ent. ~h:s c.oes ca~~J a 
~~"'gA" ·0 ...... P eV"A~· ..... ~. 'o·~p.- co~· a"eas a-A c .... a-gA~ .... ~~ .... ~- ~"~ce~ '*~ ... "" ... v ... _ A'ti"", .... ." ... ~I,# _ ", .... - il:l'ttI. ._ - • .. ~ .. -.o--.~ .. ~._ w 

~hat costs wa~~~~~, bJ~ass is enco'l.:.~agec. ?ooli~g whic~ goes 'beyond 
t .... e ~ ..... -~, ~~o·~ ... • abso'···p'~ necp.ssa-~ ca-"~p.C' ..... p ~o~~~ ... ·~.·~ 0 1 - --~-~- ~ ~~~ -~~--~ . .~ .......... "'-- ~ ~~ ... ~-.-~ -
loss o! hi~.-vol~:e c~s~o=e~s ~o the lo~e:-cost exchanges, =~ing t~e 
proble: ·""o~se. 

Li~eline se~vice sho'l.:.ld not incluc.e anything othe~ than the 
a""'"·~ ·0 -~~e e-e-~e-c~ "o~a"! ·P'A~~o"'e ~a'-~ .~ a~~l.lo'" ·0 ~. __ ~ '" ~~ _.~ _ ~ • ~ _ ~ •• ~~_ _ • __ ~ ... _ \,0\,0.", __ ~ 

... pce····-g c~"!'C! ~o • .... e ev.~-. ·"'a· 'l~e" ... A 's ~·~".s~~.zp~ J_ s· ..... o· ... · .. _·~ " •• v ... _ ~_~ .... ",~ h ... _", ~_ ~ __ ... ___ ~ ... ~ ... ~ _\,0 ... ~~ ... ~ \,0, 

be -p.S·_'C"A~ ·0 ..... p ... a· .... o···P~ .. ~~~I ... J··on ~os~(~,~ ~ .... o-~~- ·0 ."" ."' .... ""t;"~ '" w ............... ft..",;Jt# \.i..";;. ........ "'_ .. l' w.i,J ..... ..... _w..",. !ttl 

accom~lish the Co==~ssion's stat'l.:.~o~ ~esponsib~lities. Such _ 
li!eline se~vice should not, !o~ instance, incl~ce access ~o ~ol_ 
service without add~tio~al cha~ge, such as ~h~ou&~ ~aj:ent o~ a 
custoce~ access charge ~o~ toll si~ila~ ~o what the ?CC has aco~ted 
in Docket 78-72. 
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Lo-Co Caole ~s a s:2.11 cable ~elevisio~ ~e~~o~k· se~vi:g 
ov~"" 21:0 ... ~~~"~ ... -/a" a"'~ ... ,·Sl .... ~,..c c .. ~-o..,~ ... s .c ... ~-e-., .. .,.c'''! ... ·~ ... ou ...... ..... ~ .. _t¥ .. ~ .... I(1". ~ .... W~ ...... .;;;,..., .. ~w ... ...,. __ .;I .... --J ..... -.;- v... ~. 

a,~~ox~=a~ely :ou~ =~les o~ Coaxail cable. ~o-Co Cable ~~ov~des a 
.... a:"~e o~ ·'l·~eo ~ ... " ~""·e""·al ... ..,~ ... - o~~e"'·"'''''' 0'" a ~~, c .... a. ...... ~~ ... ~··-po-~ • ""e:. .. -'-' Q. ... ~ ••• " .. !ttl ........ _ •• 101 -_. - ... e,~ •• -' - •• ...... .",~ .... wW _j;a. 
:~ ~he ~ea: ~~~~:e ~~ will beg!~ ~~o-wave video cove:age o~ live ~ews 
eve~ts. 

~o-Co Cable looks ~o~Na~d ~o ~he ~i=e w~e: i~ can o~~e~ two
way ~~te:active voice and da~a se:vices. !ts i:~e:t in t~is 
~:oceedi:g is to p:ese:ve the oppo:t~nity ~o o~!e: that se~v1ce. 
Cable television co:pa:ies :a1 :each an S~~ bi:lio~ =a~ket 01 ~990 
~o: o~si~ess c~stc=e:s alone • 

.... ~ ~I~O"'· .... ~ • .... e CO-"'l"'~/O'" ·0 ... ~~· .. a·~ "se 01 c~""~ 1'\,. ... .; .. _. ,. v W.,; "",.. ......... .. w.., ....... .., ... 0-"'''' Itti _ -.. _ ~i,J~_ 

ne~wo:ks ~o: teleco==~n~cations· ~u~~oses a~e likely ~o be ~uti:e. 
~o"'e c···ps a ... p ... eo··J ... • ... g as ~ _1~/..,~_ CO ... ~~-/O ... 0 1 ._p/ ...... • ... S a ,..,... ."'._ ,. ...... M>w. .. ~..... ~ .... ". ... _ ..... ~1iIIIIi> ........ tII ..... _ ",,_ ........ ... 

... .... :unicipal ~:a.:chise that cable telev~s!on SjS~~= ope~a~o~s ~u::e 0: 
~et:o!~~ t~e ca~le ~et~o:k wi~h ~~o-waj i:te:ac~ive ca,aoilitj. 
othe: wo:ds, a ~o~~~tial coo~et~to: to local ~~1e,ho~e companies ~s 
!ast t~:ng shap~ as a ~~sul~ o~ ~~~icipa: gove~~~e~~ ~ecisions. 
~any cities i~ Ca:i~o:nia a:e in ~his catego~. 

'cco~~~ng -0 ~C· ~~a~"'~~- ·.r/"~~~ ~c~,oua"" • .... e ... e .. r~~~ ... ~ 0 I\. a..-... ... •• tilt .............. Q....a w_ ... ~_~ •• "J' " .... , ...... "" ___ W ... Gil 

to~al long-dis~ance =a:~et "oj 1986 o~ S72 bi::ion. ~cGowan ,:ec:cted 
that ~he c.i:'ect ea'~le link 'oe7~een custo:e:s ~~c. :1C: ·~o".l:'d hel, 
~:,ket cable television se:,vices. 

~a""p -e'~y·sio'" o~~"'a-o-'" a-~ ~~~o ~~~/ ... -/ng ·0 OIIA'" W W".."" 1,J.t._ .. _ •• 1:' .... WI.,;;;, __ (i;io_~ trJ-o- ...... -- III' ____ • 

di:ect ~nsti~utio~al loops. One coopanj has i~s~al1ee a cable 
netwo~k in ?it~sou:gh, ?ennsj:'vania to link th~ee ~estinghouse 
Eleet:ic !acilities. Cable ~elevision netwo~ks a:e also being usee 
~o: hooe ba.nki~g. They c~ oe usee. to suppl~~t use o~ ~e:epho:e 
ne~wo:ks ~or t:,a!!~c co~t~ol. A so~histica.t~e device e~ ~:ovice ~o-
•• r~~ __ ~I~lC con-·o" "'P-·-·p~- a. ~a.s·~~ co~~'··p- ~~~ ~- ~~"~.r~~'·a~ "Q,;tl 1It..,.g,...... ". - ~ .... ItI" __ •• .... ttl... ..t"J"''fIo/I_ ~ .. f".i, ~ _ .. ~ .. Y_~ .... __ 

inte:'section co~t~o: uni~. U, ~o 255 in~e:,sections can oe 
monl·o-A~ ~""p Soy· ... gs I·O~ -0· "s'n" ·e'e~""o-p '/_~S c~- ~~o··~· ·,,0 _ \101 .. vt.i.. ....... ~ ..... ... ...... ttl WIa _ ~ v .. : ....... ." _..... Q..W" ~ .... ." 

the cost o! the e~~i~e t:a.!!ic con~~ol sjste:. One exao,le is i~ 
Palo Alto, Cali!o:nia ~he:e ~he city ,1a~s to ~ake acv~ntas~ o! ~he 
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cable ne~~o~k ~O~ a~~o=a~ion o! o~he~ se~vices s~ch as aspec~s o~ ~he 
city's wa~~~ an~ gas SjS~~::ls. 

The CO::ission does no~ have j~~isdic~ion ~o ~~even~ cable 
~elevisio~ n~~wo~ks !~o: "o~i~g eons~~~c~ed. :9 i~ ~he~e~o~e 
a ................... ,,"'·p ' ...... ..... p C .... _ ... "'!" ... ,, ....... ~s a ... p"' ...... 0' ...... P$p ... ·," ... 1::" ,· ... ,,·/p ... Sa.-: !"_"" .. ..,,~ •• .;;wtrl .. _"". v.... .., ..... '*""'_...,w ......... ,... ... ... ~i;1 - r." ..., ..... ':t ........ ",.. ... 
.p' p"""o"lP se ... ··" CP - .... - .. .,. - .... ..... p·,P ... • P"'" 0" p ... - ••• ,,",:" "a.- J 

....... 0' - .... p w ___ !'... ••• ~ ...... ,. ",,,-, "' • .1 .... """:' ... -.~., ..",. ____ .... w W'oW .... ., ., .. v •• _ 1IfI .. .. 

ca~abili~ies :nhe~en~ in cable ne~wo:ks? ~~a~ evidence shows ~ha~ 
..... p.~p ... -"' ... ~ ca~'e -p~pvJ,sJ,o"l "Ip·,·,o"'~~ ~ ...... - "P~-:"~""'g - .... p" ... " ....... p ... p ... -:' • ..,,, .. _."' .... ~ iJ.-. itI ..... ..", .. _ •• ...... 'rI ... • 6",~ _ • ..., ... • _ ....... _IIttttI_ ... III ........ __ ............. .." 

p."" c" ~"'cips °tl" ': -: "'p-: "" -a" "'-a"'" ..... " .• p, ..... a."\ -p"\ e~""o"'e ~e-vJ, ce 'Io.p __ p_ ... ___ ... ~ .. '0/1 ___ ..... _ • .,! MIl .... tJ .. __ ..... "_ .. t:;J __ IIf,.,.- ~ ..... .;I... iJ",ww .... 

.... ~~ a~o~-~"'~ ~ "'e··· ~a-h dp,!",,~ ~a.sPc.' o~ i ....... _-:,~p-.I.,,~p ·~-:p""·no ... ~ -a-4~ 
'III •• ~. \.I. ~ ." ...... 0 ,... •• .,. • ",,= -""-r:.t-. i,J ... ~ •• "",f'f .- __ .. ....... "'~"""'r ....... "' ..... ..., 
eo"":)~~~ °tl"-'" ... p~s··~p,c.' ~~""(ee" Ca""'-:p -P-:~v~<:!!~o'" eo .......... ~~~ .. a-e "'0· WIIr .. _ .... ~ .. w •• __ w. .... __ w_ ... _. '-tI ... _ v..,; ..... _ __ ....... "'::'~ __ i;I ....... WI 

~~olic ~~ili~ies ~~d~~ Cali~o~nia lav T~l~vis!o~ ~~a~s=~ssion 
!~eo~,oo~a~ed v ?tc (1956) !i Cal 2d 82. Wh~:e ~h~ Co::issio~ lacks 
.. " .. ~s"{,..-· .... n -0 "P,g""':-':'-P - .... p ...... " ... a ... ., sp .... ·.,"ce (·.,~c·(:>o --...... s ... J,<:!!s~o ... s) 0"" J ...... \oit.."",." .. "", ttl ."#1 .... ,.....,w,." v ••• :-'_."..... ...... • .. .".~ .................. ..-

cab"ip. .~ipV<l,S~O'" c ...... "oa ... "ps ... ~;"O"-:c' "'0- 20--(:>"'''''- ·0 "P.C""'-:a,-p - .... ~,,-.... 1tJ ....... ..... fIII> .... ""' ....... ,..._ .. ,. _'" .., .... t.Io_ ... 'ttl "'rI_",.~tI ttl .'l1li':) .... _ '-'_ t,I .... ~_ 

ancilla:j ~eleco==~nica~io~s se~vices, since i~ ~o~d ~e e~i~e 
d~"~c··~- ..... c.'~-~c· c ...... sS-$··~S~4 .. (:> ... ~~····~e"l ,4"~~p .. (:> ... - s"" ... ·; .. c~s -- __ -.. ... \1 'ttl'" .. w .... .",... -.1,) .~ __ .w t.J_wft."" •• ,...._ .......... .." t; .. .". _ 

o~~e~e~ ove~ ~he sa:~ =~l~icha~~~l cable. Eo~ev~~. ~o ~he ex~en~ ~he 
Co::1ssion d~si~~s ~o :eg~la~e ~e:"eco::~~ica~ions se:vices ~~ cabl~ 
~V eom~~~iesp i~ co~:"d ~e::i~ a ~o~: o~ con~:o:"led eo:"O~~i~i~n 
oe~~een ~~le~hone coc~a~ie$ a~~ ~e~~a~ed s~bsidia:ies-o~ cable 
-e"': p,,,o .... o ... (:> cO"'''''2.:'.( (:>s .... ··c ... as -"'po ":;ICC .... e--" --pc.' V:C· "' .... ~ S-:J,." "0 IJ ..... _....... "'Z' ..... , ...... •• ~...... :' ..... witl ..... ~. ~'" -"",,, tJ 

co=pe~e v~~c A=&= i~ long-dis~~ce se~viee. 

!CS is de~ica~ed ~o sol~~ions o~ ~niv~~sal 
~~age=e~~ ~~obl~:$ ~ace~ by ~~ili~ies and cons~e~s 
~ ....... ·.I.,:. ... p~·a- ~ o~ 0' ac.' v"''''Ic P ''' co ...... ·· ..... c ... -" O"'S ... e···' ........ ~s ... :, ...., ........ ., !fI_.... ~........ ......... ......... -. l\';iIrillll. _ _ Wfl.., ... . 

ene:-g:; 
-~ .......... ... 

'ttl ..... '¥~. 

:~ a :tea!!s 
• ... e .A"O ..... ,4 ~ .............. 0( v,:. '" sa": "I.,. "'0'" ~ ·0"" ~ ~ ~~c.' co ... • ...... ": i .("'g p"'e"J!M:j" 
.", ....... ,.. ~\,I. ........... .. .. .; ... --'" ·_ .... 0 ~ -",.",,--_ ...... - .~ 

c01.:.1c. 

cor.s~p~ion a~ :"oa~ si~es, i~e~ea$es i~ eco~o=ic e~~iciencj vo~d 
available an~ in ~~e cis~:i"o~~ion o~ ?owe~. v~~il ~ow. s~ch 
::loni~o~ing has ~een O~~ o~ econo:ic ~each. 

The ~:ovision ~~ 1.:.niversal loca:" ~ele"Ohone servic~ is no~ 
" ... of"'~ca' -0 -h;' co ... cp",,· o.A" -:OC~"\iy c'(:>'"vp"'p,c," c ... ;'""p-~",,,·,p v~'··e aco ... p'" ........ tit ~ ~ III... ... 'l1li tJ ttl _... ,.,."..... • .-,. ."" __ ."" \ttl .... ~ _ 'ttl. 'W. 'fI .. .".... _ ~ .. \.i. 

in!or:a~ion se~vices: :CS c.oes no~ p:opose to pe:=i~ S~b9c:ibe:-~o-
~··'Io.se"""op. ... :"; ... pc· "o"'ce -ess,.bP se"v"ces 0'" ~-s·p. ... ~ ". lac 4 ');-a-p.s _WtIli.J ....... __ • _ ItJ ... _ ... ~.. ,... _..,,,.., ., ... ..., .. w _ .... .., "'.. • 

3asic ~ele?hone se:vice will no~ be ~hrea~enec.. 
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~he ove~~ic.i~g conee~~ ~s ~~:ve:sal se:v!ee ·N1~h a h!gh 
level o~ c.epe~daoili~1 a~ a!~o~c.a"ole ~a~es. 

Coopeti~ion "oe~wee~ local exch~~ges sho~c. ~e gove:ned "oj 
~~ eeono:ics o~ seale. v~ive~sal se~viee is "oes~ p:o~ec~ec. "01 a 
~~j~c~ ..• ~IC~ '~M~·~ CO~~~-~-~O~ ~~w 'oe~' ~Ye~~~~~ ~a.-~p.~ ·0 a."ow ~""'~ .. J ft ........ __ • .",0 *:J-Vl."' ... .... """ ..... ~_ ... h ."~O" .... • ~.,,"".:::I tJ -. ... 

onlj cos~-e~~ic~e~~ local exchanges ~o en~e: ~he !ielc. and o,e:a~e-
-;:'\vew~ l~_~ ... ~.,c~"""""'~ S",_·,,4 C p ···~~e·!l ·· ... es 'oc"'" J'ac.(-.J,..(·I",s .- ." .,..-.;." • ...,h ... ~~ .... "".11 ... ." " •• " -..fi;I ... ~ .. _ • .., • ..,-

sho~:"d co:'Oer-sa~e ~he local co='Oa~j ~O~ ~he cos~s i~c~=~ed in 
~rovic.ing ln~erexehange se:viees whe:e"oj ~he local eO::lpanj will 
~ecPCvp ~-~ ~-o~o- s'!la-p o~ "'pv~~"~ ap~owa-p~ ~~ .(·s e"s-o~~-s • - ....... "'- r· #fJotJ~* .- ......... ...-. ..... 0 ....... -.;;;. v ...... t.iJ.;." WIll ~ ..... -~ • 

S~a~e· ... ice 3:1era.gi~g o'! cos~s o! exehange access anc. ~he 
~ooli~g o~ access che:ge ~even~es a~e ~~cessa~7 ~o =a:~~ai: ~~!ve~sal 
a.va~labili~J o~ ~elephone se:~iee. 

Aecess charges are ~ez~ assessed or. ~he "oasis o~ a 
com"oina~ion o! ~la~ :a~e anc. ~sage sensi~ive ~a~es. as well as 
incl~cing a high-cos~ exchange ~ae~o: in ~he alloca~ion o~ ~he 
cos~s ~o ~he local exch~g~ s~r~ice. 

aecess 

":)pga-~ of ~,.. ..... I··p ... sa' sP ....... .c: ce cp~- .. a' O.#JH ees .. ~.c: - .... 9. 0 ,"" • .,""" • '-i. __ ~ ........ ,. w .",. .. ... 'fl. ., _ .. ..;... .._ fIf. "... ..,~~ 

do not have ~he capaei~1 ~o o!~er oeas~:ec ge:~1ee. 
~hese ~erelj ~o o~~e: ::leas~red se:viee wo~d no~ Qe cos~
and wo~d ~e~e17 increase ~he ~e=p~a~ion ~o ~~ass ~he 

Comm~iea~ions Wo~ke~s o~ A=e~1ca 

The Cali~ornia Co~ission and ~A?UC ~ave p~0~e~17 
~~estioned the ?CC's ~nterp:e~1ng i~s j~:isdie~ion in s~eh a Waj as 
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-0 ~P~~~v~ -~p s"'6-es 0' a ~o~·;o~ 0' -~b~- ~~s"'o~~ca'~~ p_Ycl~s_~v._ \I .... ..,,~.... .. 'ttl .... ." ..,Q. W _ ~. 1trI...... ... 'W~v _. ..... w ... .. .. ." ,. _ 

o'·-"''''' .. ~ ...... ovp .. i ""c"""1 -6·, ""-.'1.0 ................. ""'$ .... ...-.ItI •• "" ... "'.,f .... .,\J c.o._ ttI'-;;;;"-':'lI'"* .. ~ .. ..... 'tIP": • 

-"' .... 1."'C,·' .t"'g 0' '"a,-ps ~a~"'s -"-,.0. ""'p" 0' o~o.·.("'~"'~ .... as~,.. lJ ... t.I""' ............ v_ • .;. * .. 1.I."v -...w .......... .i.Q_,; t.J .. . 
SP"·/~ ce .... ec<:l··sp - .... p ~ ... Q1V~ """S :::lll>-"-, ~,c.' 0' a~~~.!""I.t .... ,... .. pvP .... ,·pt:! 0: 6gai "1 ~ 

•• - "'" """"'~ ~ 1,/ ...... !'.'" ... t..J-.., .. "'......... *' wtaJ.o-." •• -:". _ oI"~_'*J"~ ."'';. 
""I"'ov~,"p,.l ......... p~o)·t:! t:! ...... ~.(c.·4PS ··,~.tc"" .... p"':-.p..% """Sll>~ - .... p "'oeo-o:- 0" I!_ ., ............ .,.. ...... - • ... ~ '-'~-.;~- -.., .,. ........ •• _ ... Z' ... ..,. v ___ rI ~ ..... ... ..,."tlJ .. 
""I .... ov'C,·~~g iocai se ... ·/.tcp ~ .... .es.(s ... a--1c··"': ....... "1y ....... ,.~ .f .... - .... ~ ... ~ .... c:.. :""g"'-r" ... ..- ... -- • - ..,. ft ...... .. ~ .. 1,/ \III._w. _ .."........ .......... Q .... GiIf.4io. • ..... 

COS': a:eas. 
A"': 'I "0"'''' (~ .. -~ ... _~,!,.,t.) c· ... - .. ~P .. s s"o··'C,· .... ID ",pc··(-p~ -"" ""'a~ ..... 'It!..... . .. "" .... _~.r~ ...... _._ ..... ~.- \Jw ~ .... IIIIIIII •• _l.i. \/""" ~ J 

po·· ... -: s-a.-b-.("''''IOSp,4 -~"i"'s '0" "s~ 0' 'oc"'''': jl:>xc .... anglD ""'c.(",:.( ... .tps _ ... _G .... \I ",..;,..:- ........ J:1 .",.. 1.fI~. fIIt_ ... w. .. _. w..-..,.; .... _~ _"'.V"'''01# • 
'='2oc .... " .... -~ .. -~A,.,A -00:"': c ......... o ... c"" ..... o(p .. ··~~~c .... ""pe .. l-ps """Ig"'ac,',f""g 0'" ",:""c""'''1 e.J ..... "' •• ,,;,J .. .., .... t.J ........... ~_ ..;;-. ••• _. tfIC .... ... * .... ~ ... -.- -Z'.. ..... _ .... ..., ~~ 
p.,c .. a .... g~ "a.c4'': ~ ... of PS -l"l ac .... -t F>~/P .... a .. o( ... .y s"o""; C. be -pc" ~ "Pc,' "'0 ""''''Y .h ...... .." t/IItI ... _ ... IttI __ ttl ..... ••• -." Z' "".w.; .......... ._ .. "" .... ~ til :~ 

~owa:d ':he cos~ o~ ~ha~ ~pg~ad~~g. unless ~he CO::ission ~s :os~ 
~"'s{s"'e"'- 0'" -~~s ""'O~"'- - .... p ..... -p""'a~p .. s 0" C2"'~'0-"~'" ~.(i' bID .......... III •• " ... Itri... ~ .,,..w, "" ..... ... ~.,,_~ .,"( "'. _ ... ~_ .. ~.~ ... 4;iir. ....... _ 

s ..... s~d.e .. ~ ... g .""";": c ... - ... .t· ..... s ··• .... ,fc ... , ..... -.("; "'0·" ....... a. ... ~ ·o~""'" "pc~'(·"""'g 'ooa' -..t,,} • .. tU ..... w\,/.- __ Q .... ':'. fit ...... ~.W'_ .... ,. ... ".. ....,. ••• .., .",.~.... .... .. 
ey.ch~~ge access a~ s~bs~a:~ial d~sco~r.~$ belo~ ~o::al ~a:i~~s. 

Conce~ning access cha.:ges, ~la,: :a~e ~~e. ~sage ~a~e charges 
(cocoi~a~ion) appea:s ~o have ~:'e g~ea~e$~ ~eg=ee o! e~~i~j. A !la~ 
:a~e sho~c be consi~ered as a c.e:and charge s~eh as ~ha~ ~:,osed OJ 
I="p.c-"~c"" a .... ..l ga'" , .... ,,~~-.(p~ 0"" _~p.l ... "'30,(0" C"O:--O"'p-" "'0 "pcovp" ... '1..4 "" .... \f .... Q.. J.,J.\.. t;J I.AIII..- __ "' • .,.0;,1 ... ." •• ~_ .... .; * -.1iJ'" ........ .;) .... .. w __ .", ... ";;. 

.... .egb cos-s 0' p. ... e .. ~ ~ .... I" .... aC'6c.· ' .... 0 ... o'·-s~c.'p. SO·· ... cll>$ ...... v _ .. .,. • OJ .:' '\01lI0. _... 1IiJ~ _ ...... WI'Ii..... .... _ • 

Access charge ~~nds sho~~ be pooled ~¢ ,rovice ~~ds 
necessa:y ~o o!~se~ ~he eos~s o! baSic ,:ele..,hone service in =~:al, 
~eco~e, anc depressed areas. A ~eans ~es~ ~o e.e~e~:~ne eligibili~ 
!o~ a 11!el!ne is di$c:i=ina~o:j o~ i~s ~ace. ~~ili~j coc:iss1or.s 
.... a·/e ... {s"'o""~ ca"':' ~ - ... ':..oP .... _ .... p. ""'os.( -0( 0'" • ..... a- - ..... ~ a"'jQo ...... p.c··.e ""''''''.~ -0 •• ... •• IrI • .-. ....... " .,~ ..... ,... \/ •• - J! • ttI_ ~ .." ... ttl .., ..... J ..... ----- .... ,:t~ .. ~ " 

adoinis~e: social ,011cy. 
Rega:ding wha~ cons~i~~~~s lifeline se~vice, ~he co~onlj 

acee~~ed idea is ~he local exehange. !~ is ~he local se~v1ce a=~a 
where residen~ial s~osc:ibe:s ':elephone e:e:gency, =ed~cel, and o~her 
heal~h services, ~e~ail :e:ch~~~$, and o~he= nece$sa~~es. :he 
Comcissio~ does no~ need ~o ac~ ~o hold dowr. ~oll :a~es. ~hese =a~es 
cay ':Irove ~oo lo~ ~o ~he de~:i:::len~ o! local exch~ge carriers which 
no longer ~ill receive ~he s~bs1d~es ~=oc se~ara~ions a:d 
se~tlements. 

Ru~hes Ai:cra~t Co:~ar*7 

A s~~ong cocm~~ca~ivn base !O~ ~es~c~n~s and b~1~esses is 
necessa~ and ~ecom::~nded. A pto!i~ ~ax on co:c~~~eations eompan1es y 

both ~e~~ated anc non~eo~la~ed, co~ld p:ovide s~bsidi~s ~o: a leased 
11~e11~e-~ype residen~ ~el~,hones. Coc~e~i~ors in ~h~ local exchange 
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sho~le b~ ~equi~ee ~o su~siei:e local ~es!~~~~s a~e s:all o~s!~ess i~ 
so~e s~eci~~o si~ua~:ons. ~i~~::ne se~vic~ sho~ld ~e availa~l~. 
~his shou:d be a li:i~e~ se~vice ~o ~ele~ho~e ~o~ e~e~gencj. !~ 
co'';':'~ be a. '03.:-':7 line and hea:IY usage sho".!:!.e no~ be -oe:-:i ttee e.-: -:he 
".' 0 .. ·., -,.,-" ... ... If ...... w ..... 

Ca.' • ~O"'''· '" ~ ...... ~ I 0 • ... -e .. ~s- ~~",p.", ... c· ... 1"".. ... 0'· ..... <l S '" g-o'~"'l .. --. • ..... ~ """ _.,;__ ..... '" • ..,. otI .... w -~. ... \J'. ...,..~ _ (;Ow • "'t' 

co ... s·s·· ... g 0.11' o'/e- "0 000 of ... .:01·~.(.:··a.;s <I.., ,.."''1,(.11'0 ..... 01 30 ., ... .: .(s ~ .• .. "'.... _ _ 4.p., •.. ~- " ........ ~ _ •• ""~....... • .•• ..,.".\..... ...... 
:lo"'''''''''OJl'J,· co"'s"""p'" "' ... .: p"".~ • ... o ...... p ... ·a' o ... g"' ... • ""'··0'" " ".:,. __ '-' ................ ~ ... \.i. ~ •• ., ...... .......... ." .... ,.;a. •• __ c;iitw_ *.-

?u·olio unde:"s-:a!'lc:!'lg o~ -:he co~ple7. issues i!'l'/o::lee !.n the 
...... ocpe.: .... g • ~ p ... t:!p ...... J. ","I ~ ...... ,.( C "c".;:O .... ·So ... c/:il 0.11' -\'Ip ... p. .... _.c ..... " ... g ".11'_ 
.~. ..., ~_ •• • "'" .. t.;Io.wJ ••• "" ... """ .... • ~tJ .. _ Q .. .,Z'tttI ....... .." .... ". ... f:il4III ... till ....... ~.; 

.~p ~ ... AUS· .. ~ •.• ~,~ ~p""e"'': 0'" .~p ~Pg";:op ·0 w~Jc~ .~p Co~~·s~~o ... ti.... ........ \1-., tIf ..... I.i. .. :" •• f..i. ... tJ ...... tW.." .. ..,..,,, ...... ,. 'tI •• ..". ......... """. /1>-

exe~c:ses ca:e in ~he use o! its p:ocess. 
This p~ocee~:~g should b~ ke~~ o?e~ a~c the oppo:-:u.nitj ~o~ 

subo·ss~o'" o~ ~a·e~/a's 1 0'" co~~e"'·s ~~ -~e "'u~~·c CO ... ·oI"",·p~ .~ ... -.~ ... ....... _ ..... J .... _ ..... ...-.- •• ., :..1.; w... ,:; iJ~_ •• ""_ .......... ~ ,.. .. .., __ 

Judge ~:"ee!'le ~e~de:"s a ~:~a.: dec:sio~ in u.s. v A~~. :=e !o~: 
.. lee ..... s a" O··,pll "0 s··~~·~· co~"'e"'·s J s I ....... u~o#I'J. 0.1 .......... " .. ... ... ft_,- ttl ,-,,!.Jw.-ttJ ...... .,; .. _ •• .;. .... ___ '= •• "'. 

~~p ~O ...... /~SJ,O'" I ... co .... s.·~·~··o ..... ,.-~ ·e~p~~o"'P ~o~~a .... J~~ a"'~ ..... * ... \.at ....... -.t;;,J _ •• _a. ... . .--.,_IIJ\i;If\l_ ~. fIf_", ... III --r' • ... ~_ .......... ~ ....... w ...... 

p:iva-:e consu~e~ o:ganizations should p~ov~e~ ~o: !ur.ei~g o! 
::ee~e!'lde:l~ COQ'O:"ehens:ve CO:lsu:e~ ~e~:ese!'lta~io!'l to adeuce ex'Oe:t 
test~~0~1 in -:hls ar.d othe: p:oceeei~gs on the s~oject. • 

-.r"'I":p ·~e ~e""e.-"-e"'· 0 1 ·.~<!'./Cp .... .:gP ,.. ... ep.".p 3:'': Co"'g"'ps'" ", ...... -' .. tw •• J.I:! .,." ... •• t.I • (JIaIIl*-tll,l*t ... , 'JII4~ ... 't,J" ....... "" .\.1.. •• _. rJ 

a'~ a.l1'Jl'~~~ed "'~e goa' 0.11' u .... ~~·p~t:!3.'1 seW"~cb ·~b"'P IS "I~.-~p p~~ .... Jca~ .... • _ .... • .".. ..., •• _ If ." .. tJ.. .. v.... ~,. " ... ""'..-... .. ... \I .,;,. .. ." ..... ,.wI ... _ .. 

data -:0 s~ppo:"t -:he asse:~~on that u~ive~sa: se~vice ~i~: co:t!.~~e 
'~n': p ....... p .................... aocp",s c"'a"'gp So .... .: JJ.( ·~ps·. •·• ... A .. ~ ...... 0 '"' .... ~ ~ _.... ."._ ... 'w ........ 0;;; ... ti ..",.~ ..."., ... (.;. "-_ '1/.., ..,. ""'WI ...... ."_G. ... ...,,.. ... ... . 

Co~miss:on shoule eefine ~~e te:: unive~sal se~vice ~n a :an:e: which 
inco~po~ates ~uall':Y o! se:vice, cost, and population indexes. ~he 
Commiss!.on shou:~ also desi~ a :ate st~c-:~~e ~hich :e~lects ~he 
his~oric cont:"ioution ~a~e OJ ~eside~tia: ?ho:e use:"s ~o So te:epho!'le 
ne~~o~~ -:ha-: is cu~~ent:j ~uilt and ope~~~ed to acco~=ocate eve: -:he 
~a"'gps'" ,."'p ... ....... .;1 ....... .,. lp!s'" e'!ls·"~ c··a ... • I .I1'·a'l..'p "e"' .. p ...... a.,··<lps" .~a.. - .... ill ~'ItJ_., ........ t..i. "' ..... .", .... "-W- ._'" ......... "'.,. __ ~ .... _ h"'w ••• ... 'rti.... 1# .... " 

a:e nevertheless c:i-:ical -:0 large and s:a:l use~s ali~e. It is the 
nea~ unive~sal service upon ~hich use:s ~epend tha~ ~oule make anj 
~uture eompet~tion me~~in~u:. 

~he Commission shoule ~~e the lead in encouraging othe~ 
s-:ates to agree on e~u.al ~eg~lato:-7 ap?l~cat~o!'l o~ social and 
economic poliCies upon the telecoc:u!'lica.-:10ns i~c\:.st~. ?esolutio!'l 
o~ bypass ane co=~e-::tion issues by Cal:~o~nia i!'l acco~eance ·~th the 
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:he Co::ission sho~lc cecla~~ a :o~a~o~i~ o~ local 
... ea. ... ··-~c.· ... p. ... v· ce 0'" o·· .. e- oeo J J::'V'\~ JI~ ea."- -'=I"~ c' p.oeo.t, t:-""I c .... "' .. g~~ '0- a .... i;}\,4 .... .;1.1-... .. /fl .... .;,,1.':)" •• __ •• "" .~ItI.." ~-W.O-• •• ~ .... w _ #If> 

"'e-· 0'" o~ ·'1t0 .,.~"'--s c. ...... ~ ....... " ...... C ... -ol"'A ..... ~ "'0"'''' ..... oJlo·· .... c "'''''AC·S 0' .-- .. _.. .... 'fI ,J -~* 'l4. -.~O ...... .".w,io... "' .... ~ ..... - ~. _..... ., __ ......, .. 

C..:·,P.S····· .. ~ a"'c' ''''ce'''ss c ........... es '· ... 0 .. ·".'I:>co ...... ·• ... .;c ... ··o""$ ""2.7 .... e c·~a--"!7 .. ..,. tI • .."w. ......... .,. •• II;M ... ~ ~.""'~. "" .. _ .................. _ ..;;..."',...... ;,,; __ .... 

j ,.c..~I:>c. ..... co ........... ·oeoo ... .".; ...... "'''s-o--''e~'' --~"c.'" 0" ... .6a .. ··-".s - Oc- .... w • ..;~.,...., 4>" .. .... ...... II' .... "--_ "' ....... w ~ ... -,:;; ,;;,-... - ., 

:he Co==iss~on shoulc allow 0:: 88, i~s :nves~ig2.~ion in~o 
~uali~j o~ se:vice :ncexes, ~o ~e:ain o~en so ~h2.t the intex~s 
a:~~ad1 ~nce~ consice~ation :aj be supple:ented oy additiona.l 
stanca~cs which :i&~t becoce ~elevan~ as the Co::ission a.cts u~on 
access, co:,etition, and othe: issues. 
~e~ents o~ ~he unive~si~7 o! Cali~o~~ia 

Sta~ewice expencitu~e by ~he unive~sit7 ~o~ 
~eleco~unications se~vices exceecs S23 :illion. Decisions by the 
Co~~~s~Jo" 'iI~" ~av'" a ~·~~·'~c3o~· • ...... 2.c· o~ -~~sP co~·~ ......... 9;J_.... __ ~... .. .., ... ~ ..... __ •• \1 * .... '" .., •• ttl •• ." _ t.,J "'~. 

toll se~vi¢e neec ~o~ be 
othe~s sho~lc i~cl~ce 
Co~=ission shoul~ ~es~la~e, 

i. M!~!=u~ c~i~e~ia ~O~ ~sta~lish:en~ anc 
oai~ter.ance o~ se~vice. 

Competition in local :a:-kets shou:~ be 
a. e~" ·~a 1 g c.'~ ... c ~·J·1 • c ~ c r .u •• y ~~ n on - ~swa~ce o:p~w~w on. ~o a~ 

essential ~or e~ergeney si~ua~ions. 

:onito:-ec :ore 
se:-·~ices a:-e 

!~ the Co::ission ~ollows ?CC policy in its Docke~ 78-72 
anc req~i~es tele,hone s~bscrioe:s to ,3oy cos~s o~ exch~~ge 
facilities with i:'lc~e3osinglj hi&~-access :atesove~ ~he next !ive-to
seven years while reducing toll ~ates: 

1. ~he:-e would be a loss o! ~esicential 
C'l:stoce:-s · ..... ho :3oj fi:'ld acce.ss charges too 
costly. 
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E~siness eusto=e~s eo~:e. ~ine. 
~ecuce ~he n~=oe: o~ lines to 
suosc:ioe. 

it neeessa:'j ":0 
'_''',J c ........... ~'"J" w.... .• .., ...... .; 

Access cha:ges a~e best assessee. on a coobination o~ ~:a~ 
and usage sensi":ive :a~es. ~he ~:a~ ~a~e sho~le. be as low as 
~oss:ole. :he cha:ges a:e best assessee. aga~ns~ ~he :n,,:e:exchange 
ca:::e:s. Custooe:s ~s:ng ":hose ca:~ie:s wi:l pa'] ~he cha:ges 
:nc.::ect:J in ~hei: :a":es. C~sto:e:s not ~sing in~e:exchange 
ca::ie:s will ~o~ pay ~o: se:v:ces which ~~ej do not ~se. 

Notice o! intent ":0 bypass the netwo:~ co~lc. be :e~ui:ec. 'oJ 
... ~ Co--~ss'/o~ ,J~ O"~p" "'0 g~-"P" ~~o'U~ .. 1~~O~_~"',Jo~ ·0 ~p"'p-_/~~ ~ ... 'fl •• >;;;;; ~ __ ................ ttl -..,w •• .."..~ .. ~ till ............. ...,v_ ... w c.;..,,'IfI_ ....... "V c;;.,w 

··· .. a ... ~o,/ .. • ... ..,. .... "'ss ....... pco ... .t~"" ~co .. o"',/c"'"! .. ..,. ~4a.S·· .... p •. r,/· .. o·· ... s· .... ·o· ..... "If •• ..." :' ... ., lJJ~Q, .;:. w.,,; ..... _ ... ~ ~ ....... _ .;It ..... .;.,";i _tJ ...... "' ..... w"'. ¥IIoW 

~~~o~-"'·~o~ '" ..... wps .. o'~ 'pvp' c"'~~o· ~p ~p",Ja"""" ~e·e-~·-e~ ____ ...... ~tJ ... ... 'ttl ...... ........ _... ..... ~ ... tI ;.,/_ ~ .... _ -W"J ~ '" ""' .......... ~. 

?est:iction o! bypass is no~ ~ea.sible bu": co~on ca:~ie:s c~~ be 
~e~~i:ec. to cont:ibu,,:e ":0 a~ in,,::astate ~~:ve:sa! se:vice ~~C w~e~ 
they bypass local ~ti:i~y ~aeili":i~s. 

Li~eli~e se:viee ca~ con~:ib~te ~o unive:sal se~vic~ but 
the eost ae.:i~iste:ing a custoce: ::l~ans test wo~lc ?:ooablj ou~~e!gh 
the oe::e~i":s. 

CO"'cP"-"~"g "''''e ~"'ov'/s.{o'" o~ s •• 'Io.s'(~J.~s ,/ .... _'.1" .... ~,J ........ g .. - •. ~-..... 'ttl... ;t- .. -~. .. 4.t.;...1 *'--.., ............... _ ... ..,Q.-••• -. 
unive~sal se:viee, so~e o~ the la:gest te1epho::e use:s in Ca1i!0:n:a 
a!"e gove!"ru:le:lt ageneies. '!a.x-Su?po:-tee. !.ns-:i"';~~ions sho~le. not be 
ass '/ ,.....,e~ ..... p ... ps .... ons" .... '" "-..,. Ji>o· .... ·O·'lolc./O ... o~ .~ ... IV·p. ... S""~ se-*l'/CP ... ~. "- v .. "" ..... ~ _ r,J.". ... WtJ _ ..~. _'*".... _ .......... .... ~ #».. '" 

s'..:.bs:dies. 
Some toll :a":e ave!"agi~g is necessa:1 to keep se:vice in 

high-eost a:ea wi~hi~ !"easo~able :::i":s. 
Wes~e:-~ 3u~~:a: ane ?i!"e Ala:: Associatio~ (Alan ~. ?e'O'Oe!" 

?!"ovidi~g baSic teleco::~nication se:v:ces, pa!"tic~la!"lj in 
the 10ea! excha:.ge out also in the toll =a:-~et. is a bene~icia: 
.... a.···~a' "'0"0""'0''''' ~·s e-os· 0'" car on .. ..,. ·PS ....... " ....... " ....... ~- 'Io.~",'/ C .... y ........ "No ... I:' "J. _"II • _..... • .... J .... -.. ... 1tI _ .. ... ~t!t-.-,. W~_ 

telephone !"ates ane lowe:-ing the ~ualitj o~ se:vice. ~he ~elephone 
'U~il:t~es sho~!d be al10we~ to !"~tain thei: :ono?olj on the 
·-a"'s~~ss"o'" o~ ·e'~co~~··-,Jca·"o- s'/~a"s .., ........... ~. - ¥ - .......... \Ita;.._ w.., .. -o~~ ~ • 

~elephone utilities should not be ~e:=ittee to e~ga.ge in 
bUSinesses othe~ th~~ ~he oasic ~~ovision o! teleeo::~nica~ion 
sib~a's T~ Ca'~Ji>0-n4a •••• '~./~S a-e .... ~ __ J._~~ '/:1·0 -o .... CO~~~~ICa.·,JO-~ ... .... .. _,. - • ~.... "" ttl ... _ '1;. III" __ z'~" ...... '-' fill _ (,,;. __ ..", ..... .... "".... v.... 
ven~u:es, they Qust co so ~nc.e: ~les anc. :e~la":ions o~ ~he 
Commission siQ11a~ to those in t~e ?CC's seco~c co~~ute~ in~~1~ 
decision. -
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The :~k is one o~ ~:'e :a~ges~ consu:~~s o~ 
... p"!eco ... - ..... ~c..,·/o ... ,.. se .... ·,·c A "" l .... 1"'".,·JI'o ...... J a ~ .... -082 .~p. ................ s ...... n· ..,...,..... .. ... \01lI0 ........ w ... ... ~ .... _~ ...... \"/<;lr ___ • ....... • •• t., ....... t,Jf.;i,t,..... ;t""4;i*" ttl 

1) .... ., ... o·" ... a ... p"!"7 $"00 "'~"'.(o"" ./1'0" "'e~eco"''''··'''~c'''·lo''''s ·,·o-'.:I···"~ ... 'WW~J:' • ..... - "'''''' .... w \ .... _ ...... _.............. ...... ... ~ .... Ga"' .... '" ._\.I.~ __ O:;;;:. 

':'Io ...... s ... 'c"''':,·" ,. s""'p ..... 0""''' S'1'1. ... <1"'<10" 0"" .~". 'J.~ .... p "·oo·~· S~O ~.,.'\;; "" ...... _ •• _'fI .. ~ ...... v 'I." •• .1 w ____ .......... ",,,.wllfi __ ~..--. .. ...,. r,;;r. ~vI , 

... 01 "!, J 0" """$ ./1'0'" • I!'~..ITI 6,." J ......... p .... ;:> ..... <::'.6 .... '1. ce'" a ... .:z $4 .... , ... .(., .. <10" ""0'" .... _ ....... .,,~ .... • 1'\.<;(;. ~_~ .. t.Iw. ...... .", ........ '*' "",..- .... t,j, ... ,.\.1. .... _ .......... ,. 
"''''c'(Ji'Jo'<::, o""'e"~""gs " .. . ~ .... ....,; ........ ... ,. 

~he :~~k endo~sec. ~he ~~inciples o! ~he V.S. ~ A:~ 
se~~le::en~. Co:~~~i~ion sho~lt! :e ~~o=o~ec. in ~eleco==u:!ca~ions 
se~vices ~nt! e~~~p=en~ :a~~e~s ~o s?~~ c.evelopcer.~ o! ~~H 
~ech~o:og:es. 

Co:pe~:~io~ :~ ~he !oca! excha~ges shoul~ be al:ovec. whe:e 
econo:~cal:"l e!~!cient. Alternatives a~e cu:~en~:1 evolving such as 
.r ...... p .. a. ....... "/p c"b': P "'e': po.,' s.!. 0'" ce'l ................ 0 ...... ' P -~.'1 J, 0 a ... .:l ~.1 g" .. ,," _ ... .., ... - .,... \ttl.. _ w ... _ w .... _ _ ... , ..... ..... ..;II.~ w • _ ... WI .... ~.., •• ~ c.-... ___ ...... 
~er~i~ation service. 

A transitional ,e~:oc. is necessa~J. 3a~ o! ~e::ca has 
sup~o:~ec. ~he t~a~s:tiona: :ecnanis:s :e~o:e the ~CC. 

Access charges s:'oulc. "oe a c.ev:ce ~o~ the ~~cove~ o! 
ac~ual costs and r.o~ ~o raise ~eVenue$. !~ ap~ears that the ~CCfS 
~:an youl, eve~tua::1 ~e$ul~ :~ cos~-:asec. ~~iC!~g ~o~ access. 
,.., .... e .. ~ .. o .. e ,., "'0 ... ·' 0'" 0" ""'p '::IC'" .. e ... ·"'o"'o .. oJ:r'1' ... .., • .... e Co", ... , ss.!. 0'" s~o··"..:1 ..... ,.,., • , g,r.,... :~... _ vir...... ... V .... "'- \. ... OJ "JJ iJ... ...... _... ,... ~ ...... 
o~~e~ ~he sa:e ~esu:~ i~ Ca::~o~~:a. 

use:s shoule. Pa,7 c.!~ectl"l ~o~ the ~~S cost o~ access. 
~he carrier is assessee.. the eost v::: ge~ ~asset! on to the use~ • 
.... .1 l' .("'g ....... e '·s.6- .'l ~ "'ec"""7 ....... '" CO .. $·· ... ~ .......... o·~,.. ... · ... e ,..os ... a. ... ..:1 c.., ............ .... iJ. ....... .."... ... ..... "'-".... __ "'y -".,.... .. ......... La ... fIII'';' ¥~. "w tJ ... r.. ....... r-~.* 

aceo:c.:.~g:j. 

A_ ... ·~<lC/~., "'P~~'~"'o-'" -es--.Ic·'o"s s~o"~~ ""0· .... A ~-~os~'" .. ""'--- .'-'-- ... 0, ....... Q.\,I -J" 'wi. _ 'ttl •• ., _ ~~"* •• WI 'vJ": ._"'" "¥¥ 
~?on ~jpass because ~h~s $~~~les ~r.nova~ion ant! :aj lese ~o ~he 
~e~lar ~e:e~hor.e sjs~eo :eeo:ing ou~:oc.ed and ~ee~n~ca:lj 
ir.e~~:'c:ent. 

C~~ies o~ Sar. Di~go ant San ?~~eisco (~eor.a~d Sr.aie~~) 

?olic:es o! ~he !~ce~a: gove~~ent wi:: ~ec.ue~ 
oppo~tunities o! incivic.~als ~o have telephone se~~:ee. 



0:: 8;-02-01 :.:LJ/vc.l 

A??~D:X 
?a.g~ 51 

!~e c~~ies co ~ot vie~ ~o:l se~vice i~ ~he sa:e ~es~ec~ as 
~nive~sa: se~vice. ~he~e c~~ oe a ci~~e~e~t co~~e~i~io~ ~olic"J !o~ 
~~·-ac··y M~_~p·S ~~c.' ~~.b~C~·~ -~~~~-~ ~o~~ -~-p a··~~~g~~~ ~s ~o-_ ... IfI. *"" ~ ..... '" '* ....... 1(11 ... • lIJ ~-~ ... ItttIti;J. _ ... _ ....... w ... rJO#I.4;iif -,.,....0, .. ..,..., 

a necessarj co:ponent o! universal service. 
North A:er:ca~ ~e:e~hone Associa~ion 

." .... ~ S aC'C'oc ~ ~." 0'" -A ........ Ase ... ·.,. ... .,. ... ·~.:' ... c-·~ ''''0li0-$ CO ~ s· ... " 'Io..···o~s ..... ..,.., _<*\1,,;. .... ., .",,~~., .. .low,;;;) ..... ~ ... -..._~ IJ ......... , .... /til. _;.; ...... "1 • , 

~eta~lers, an~ i~s~aller$ o~ ~s~o=er-~re=ise ~~~i~:ent (C?3). 
(This state=e~t a~~ears to oe eirectec. to t~e ?CC's 

~olicie$ a!'l~ ~he cour~'s "Oolicies in ~.S. v A~~ on the eereo~lation 
·o~ C~~ -~-""e- ..... a:- ·0 .~~~ Co~-·.,.~Jo""s ~""Ob'oD-C' CO"'CoD-~""'g ... .W/J .~w ... * ltiI •• • III tfI ..... tJ;,I ........ "",w_... J!''*' _ ...... .., ,. • .., •••••• 

trans:ission co:petition). 
Cali!ornia 3a~ers Clearing Eouse Assoc!a~ion ~~~ 
~p'e-Co--··"'·c"'·~o~s ·"'~oc~"'··o~ (Tpe T Se~"-- ? .... ~ ) _... ~""' •• _ ~1oI_ •• I'\.W.,;l .. c-w ••• ;..J_._ _",,"'.a. .... _ .... ~. 

Ca!i!o:n~a 3anke~s Clear~ng Eouse Assoc~a~ion is an 
organization o! eigh~ o! th~ la~ge: oanks cOing business in 
Ca.li!ornia. =ele-Co==~~ications Association cO:lsis~s o! :ore ~han 
500 ~""c.·'·s·-':a~ CO-"'j30""C"'!I"I "'~c· ';~s·':"··-"o"'~"1 j30"'l"~-·es ." .... .:.~ .... "ep;' .... '-'" W __ ... , ......... _~ .. , ........... III ... ..,..,"' .. •• ~ ... ~ .... 'ri_"'_ ... _'v ........ "-

~~D~_~ ..... .,J·~ p~~~c~e ... • .. e.,j30co ...... ~ .... Jc ... -.o ... s ... -~'" "' ...... ~ .... ¥';' .... ____ •• .., 'ttl,...... .......,.~ ••• ~", .. ••• 

CO::l?e~itior. should oe ?e:=i~t~e in all s~rvices anc :a~kets 
~he~e it is econooically e~!icie:lt an~ no~ incons~s~ent witb othe= 
public ~olic"J goals. 3~t it shoule be :ecognize~ ~ha~ unc.e~ th~ 
"'o;'·.:'';e~ ~·na.l juc.·~e~· ~ ... U S H .~~~ .... ·e~ ··m. se-v':'~es '''.0li0 w ...... .... •• ~ ... '" • to • •• 1I 1'\.-0::-1 ... '111 .. -:..J~.-.i\. ~.'W ~". .. 

~resu:e~ to be co~petitive ~hile ::ltra-~A~A services are p:esu:ed to 
eYh·"~·· ~-o~e-··es o~ ....... ,.-'!I~ ... or.o .... o~~ ~ ... ·~e ~ea- ·e·~ .; ... ·-a T'~A ,... _rJ." .. ..". !' • ttl. .. ... ~w"".~_ .... ... "" -J. _ .• 1.1 ........ -..., ...... , ... w .. -M"-.. 
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se~vices sho~le be suojec~ ~o ~egu:~tio~ as na~u~a: =0~o,ol7, but 
~e~~:ato~1 policies should be su~!ieient:j !lexible so that 
o~~o~~uniti~s !o~ e~~:cient eoo~etit:o~ a~e ~ot ~~ec:uded. til. _ .... 

s'J.osidies 
~l3.!'ls :aj 

" 
:he e~!eet u~on i~dividual c~sto:e~s' tele~bo~e bills vill 

de~end enti~e:7 upo~ the :ix o! access and usage se~vices ~o~ the 
eusto:e~. Lo~-use custo:e~s ~ill ge~e~a:11 expe~ience so:e ove~a:l 
-a-e ~~e-~~se~ w~~,~ ~.~~~- "SP ~'s-oMe-~ ~~~ ey~~-~p~ce ,~ •• ,~ o· ~o .. WI .......... .- ......... -0--._ ..... - "" .... t.I .. -~ .... c;.J ... ,: .... _.... _~*rI.", .... .. .. 

ove~all inc~eases and :ay in :anj i~3tances ex?e~ience ~ate 
~eductio~s. Cali!o~nia int~astate policy :odeled a!te~ tbe ~CC·s 
Docket is-72 is in the public inte~est oeca~se i~ p~o:otes e~~icient 
use o! bot:. access usage se~vices. 

~se~s o! exchange !acilities should pay ~ates to local 
ca"".(e-~ b"'se~ o~ - .... ~ cos· ...... p- e"'::J'p ... AJ~ ...... ~ .,/!!O~ ..... .... p Jlfacof'of"'of".~ •• ,. .. """ ~ \.It •• ""..... 'fI '4 .... J .... -:,t ........ w...... W.; .""....,_ •• ~ 'ttl ... ..",. ",, __ • ~ ... W" 

:nd: vic.ua:' c'.:.sto=e~s sho,;.lc. -paj a ~la~ ~ate c.esig:lec. to ~~co'/e~ 'the 
~S~ costs o! !u~~izh~ng access to the net~o~k. :nte~~xeha~ge 
ca~~ie~s shoulc ~aj on:j to ~he ex~ent that ~hei~ ~se o! exchange 
!aci!ities int~od~ces usage sens~tive cos~s !O~ ~~e local exchange 
tele~bone syste:_ 

Plat ~a~e cha~ges c.es:gnec. to ~ecove~ N~S costs shoulc. b~ 
assessee 'to ~he local custOQe~. ~sage-sensitive cba~ges to ~ecove~ 
"'·a~"~c sP"'s<l·~vp. cos"S ~.., .. p. ... ~p,.,.p.il ... ~ s .... ··r.tcP>s JIf •• _ ... "~"'p,': "'0 "'. __ ... _~ • ..,l1li_.." ." _ •• ~ ...... ,,- ...... f.. t,}J ~. "'. __ ...... twI ..... ("i, w 

in~e~exchange ea.~~ie~s :aJ be assessee. eithe~ to the loca: custo~e~ 
O ~ -~e ~ ... ·~-p,yc~a..,gp. e~"'-ofp,~ ~~Jc~ c~~ -ecov~- ·~eM JIf .. o- ..... ". ". ... ~ .. 'ttl... ... .. ",,~ ... h .... _ '--.. ~ _""'. "........ ~... _..., ............. w ...... "" ... . 
"se- 'l;'I"'0'" ..... ~ s .. a~.:I .... ool"' .. oJlf '0<1".( ..... P~".~c"p~,..~ <I .. <Is ....... oba.b~~ :::to~'" ...... _. ... .... trtI •• ., "" •• (.;.~ .... "" .. • ....... e:,.. __ ., ...... - .... .; _IJ ~~. "'J wttJ 

d.esi~able !o~ such usage-sensi '":i "Ie cha:-ges to be assessed to the 
~"'''e'''e''c~''''''gP, c ....... -·~- ":'~ • ....... 1 a"'e .... , .. .0.: ·0 .......... iOC~' c··s·o .... 'O-."'IfI. A..,. ......... _ Q .... .-.- __ ttl .. ,=, • v .. _ ..... ttl 'til .. ,=" _ ~ ...... v w ..... 
d.· ... e,.. .. i~ a ilu~'~,..a··o~ o~ ... ~"J"'g p.~".o-· -.,.~ "'e -p.c··~-,o~ _. 'W "-J " ~ Z'*.'-' w...... ". w ______ • ____ '" -'fw¥J ;,J .. WI ........... .... ~, 

~nt-o."l'·c.{~g a.:lAl···o~a' co~·<:' • • 1.i...,..... "*'~ .. "'. ...- IiJ ttl ~. 

Rega~eing pooling o~ acc~ss cha~ges to t~e ca.~e o! hi&~-
~os·., c ~ a.~·es of" ~s <I~~o-·~~" ~·~s· • ... 30 ........ ~ ~o··-cp 0' .... ~ ~~~a.-e ... • 'wr o .... p ..... , _ ~ _ _ ... ~ ~ 1,tJ~. ¥ ..... '" "".... ftI ItI ... w .:. ....... ...,. .. "" ....... ~I~ • ._ tI 

hi&~ cos~ o! a giv~n tele?hone co:::t-pany ~e c.e~e~=inec. Eigh cos~s :aj 
be a legiti:late ~es~lt o~ unusual ope~ati:g conditions o~, 
alte~natively, as a ~esult o~ poo~ :anage:ent. An access cha~ge pool 
should legitizately !u~nish assistance to te:ephone cO:lp~~ies in ~he 
!i~st category. 

Unive~sal access c~, and should, be achievec. th~ou&~ a 
~ate ~lan 'based upo~ ta~geted su~sieies which assu~e that on:y those 
indivic.uals who cou:e. not othe~Hise have access ~o ~he netwo~k pay 
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:-a.~~s ''''hic~ ~al:' o~low 'the ~\:.:'l cos't 0:- ~u.:"ni$hi:lg -:hei:- se:-vlce.. A 
"'0"1> "'0;' ,:.- ... • '1.1 e',f 0 1 ..... 1> ",~",~ "/I>"'s"''': sp. .... v~ cpo. 0'10. ipc·': .",:. ",pc"~ - ... s .~a. • .... • "" ... '*' ..... _ • -.- •• ..1 w.. •• _~. Q .. .,. _..,. ;;t,JW "'. -" • ." .. ~ •• a;; v •• " 

as 3. !lolicj goal. ~'he "o:,oac.es~ !loss!:ole c:,oss-sec~ion o-! Ct::.stoce:"s "o~ 
ass•· ... ,:.;. ,:.~~~~~,:. ... - a.va.~'~~~'~-J o~ a va~~,:.-- 0 1 acce~~ 'o~"" ~"';. 

~.-~ ----~ •. -~ --~~---~ - .--~J - ~~, ... ~~ ... , ~~ 'o ... g-,.;.;s·a. ... ,..,:. '.~'l,..,:. an c.' o·h,:. .... ~ .... pcJa."'! ,..p~·'1.:c':Os 1,· ... "'.:S .... p.c· ': ... ·~e "'os· ~ .. \IIt..- Y ';'J.'w .. WiIt.." .... ~..".. 1tJ ...... w."" ... ., ,. ,::J __ ...... _t.6 .... _ ... ", "". ... \ill •• w W 

e-!!icien~ :anne:- a.~ cost-oasec. ?:'ices ~hich :,e~l~ct thes~ 
p.1~~ c J ,:. ... cJ,:.S • ...... e ...... .( on - •• .,.. ...... · ... ,·S '1..1> I'oc,,"'p."; "'0'" "'0": ,:.'- '· .... 0 ........ ,1) .... _w ....... ..,., /'It,.".., •• ,,_ ... _ ..... .,;1Ifi y .... ¥it ;.J..".. ...~." ........ 'ri ,., ---J 1IiIII~ •• III •• ..., 

'~ent:-j ~ee" "out \:.'00:1 ~he to~a.l cos~ 0:- sa.tis~7i:lo the c-.;.s":o::e:-s' ~ul:' 
:-~~ge o:!" c.e:anc.s ~o:- ~eleco~\:.nication se:-vices. :his v~ew does no~ 
....... ,:.~"'! , .... ,1) • .... e o~~,:.""'; '"'g o~ a .... oi:l~ _ ...... , ~ ~p., J ... ,I) ·j .... e o~ "'ccel!!~ ·0 ..... ~ J:'- ... ",., ........... v.. __ ~.. .... .. ........ ..... ~ ___ -_ ....... ." ~ _ ~ .."w" "" ..... ... 
hOilse~olc.s '",~~ch g~::.~i:le:':r can::.o-: a::~o!'c. even ~~!'le ::os~ :i:li:a.~ 
?ackage 0:: se:,vices i:: ,~icec. at ~\:.~l cos~. 

Co ... •• ... ··a. ... ,:o ... o~ ... ...,~ iO ... g ... ·a. ...... • ... g "'IOi.~.". o~ ....... o·.,,,c,·,: ... g ... '" -. .• ~ ~... .. v.. ... ... .. .;) \I -"-"'..... !i"" "-J _ ... rrJ. .. _ •• 

s~osicizec access to ~he loca: a:lc long-c.ista::.ce ::.e~~o~ks to al~ 
",ps~~~"'-·'li CU~l!!c"'.~~"'$ ~"'·u~""" ~", .... ·~~ ... s ,· ... JV,l)-~~"'! se ... ·'1~c,:. •.• ~ • __ '-.., ... .." .......... ,,;;I iJ"'-I •• t.J ... Qw", Q,--J •••••• ".}_t; w.. ... __ tZl~~ .......... ft •• .", •• 

v·,:.~Pc.· ~ ... • .... e ~ ... oa.C,·,I) ... SP"'se ; ... o"'c'·p ... "'0 S'· ........ O ... • • .... a· c •• ~I!!.c.·~ 0· .... ,1)-___ ..... "' .• ;,,} ................. w. \I \A~:J"~ ""_..", W"'W~-J' .., .... . 

'teleco==\:.nica~io:l se~vices :\:.s~ oe ~~icec. a!'":i:-icia::':r hi~ ~e:a~i7e 
to cost to gene:-ate the ~even~es :lecessa~j to s~~~o:-t the access li~e 
s'Uosic.y. 

A ~e~~s ~est cou:c. be \:.sec.. As a ~~e~e:,,~ec. alte:-native, a. 
se .... v,: ce cou'" bp co ... s ....... ·~· ... ;. ..• .: ........ ~p ... ••• ... ps ~u~~.r. Col po ...... .,.". ... ,I)s ...... .t c·.r. vp .. .... _'..;.. _ P. v~,..'-'lttI~~ "_!ttl •• _"",w.,IttI ____ w _.". ."""'''''''J ~.", tJ •• v_ "., 

so as to "oe unatt~active to any cus~ooe:" ~ho co~~c. a!~o:,c. to paj 
~o:,e. Such ::eatu~es ~o~:d inclu.c.e: 

~. Ve~ low ::onthly usage allowance with ve:"j 
high eha:-ges ~o~ usage "oeyond the 
allo·",anee. 

2. A :-es~~:ct:on on the level o~ toll use which 
i:: exceedec. causes the custo:e:, -:0 be 
~eclassi!~ed as the "s~a~ca~c" :-esiaen~ial 
CUS~OQe: when a penal":j a~ th~ ti::e o! such 
:-ecla.ssi!:ca~io::.. 

'3. A :i=i~a~ion on a~ditional ~eatu:"es such as 
~ouch tone, custo~-cal:ing se:-vice, e~c. 

A S·w·e· .... -oh·~· ... Jon 0'" ·~e ~-ov~e·o", o~ s·~ch w .. - .." :J- • • i.J .. ~.... ... ~;,. r. -...,... -- ... 
se~vice in a househo:e with a:l1 o~he~ 
te:.ephone se:"vice, so that i~ could not 'be 
used as a "second li~e" w:thin the sa:e legal 
d~el:ing unit. 

Expansion 0:: :easu:ed local se:-vice :"uns counte~ to 
unive~sa: service because it ten~s to inc~ease the ove~a:: cost o~ 
p:,ovidi~g local telephone se:,vice, ~king it ~ost cos":lj to a~l 
c\:.s~o:ne:-s. 
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:n ~ecen~ yea.~s ,~oble::1s have a:~sen because o~ co=p~~itive 
pn~-- ~e.-~o. ~c.·~"s-~e~·~ ~~c.' ~y~a.ss ~he ~cc ~~ ,.~ V~-~O"s ...... \of .. J W. ••• ';; W .... ..J ~ v.... .. 'riO ~.. ~ l" • ... ". ,..... fill'" .... - '-'" 
cecisions, has no~ cons:ce:ec the ~:?ac~ on local s~:viee o~ ~hese 
changes. Neithe: has the~e been na~iona: guidance by ~a.y o! 
legislation, suc~ as :evisions ~o ~he :ec.e:a.: Co==u:lica~ions Ac~. 
~he ~a~ketplace app:oach is in !o:ce. Y.ech~~is=s o! s~a~e :egu:a~ion 
that have 'been usee. his~0~ica:1J in a ?u:e :onopo:y envi:on:en~ :US~ 
~ .... . ..,e c .• angec.. 

wnive~sal se:vice has to 'be :ealizec. a~ ~he s~ate leve:. 
~- ~s ~o~ ~e~n~ c."pa'· w~- .... ~y ..... p ~C~ ~e~p-~~'j .~p a.~~-oac"" 's .. \i _ .... ItI i,J ... '=> .,., - '" .. iii..."; .",......... w. tIo ....... ~__ • .,,;J.... .:';J* .... 
'p ...... p ~,.jO_ ~e."~ ... e- , Po- •· ... 0 ~,.jP .. •·• .... 0 c~~ aJl'JI'o"c,' ·p,,!p~·"oO'\e ~p,,·,.t.CA __ v w ... _ 1r,J"", y. w .... ,. _ ... .., 'ti .... 'W 0 ........ ".. ~. ~... "'.,, __ :,.... ~.,.,,,. _ "';P 

gPo- ~. a~c.· • .... ose w .... o ca:~O'\o· ~o· .... ~vp ·p'p~""o~e sPo-v~cP ... !ttI .. .., •• \,I.. ... .... \I' .. 'ttl ... ~ .,., \,; __ 'III!"..... v."" .. 

:he local exchange 'basic voice g:ac.e se:v~ce ~se:s a:e 
those who ::lost need :egulato~j ,:o~ec~ion in the new envi:o~en~. 
~~ese a:e ~he cus~oce~s who a~e leas~ 1!ke!1 to oe~e!it ~:o= 
co=?e~itio~, a~ leas~ i~ the sho~t te:~. ~he Co::ission snoule avoid 
aeopting any poliCies whe:e these inelastic CUS~O::le:s e~c up paying 
!o~ a ~:ans!usio~ 0: changeove: in ~ne ?l~t o! the exis~ing 
caww~e-~ ~a-·~c··'a"'y ~ac~JI'~c ~~ owc.·~" ·0 ~pw_~. ·~osp ca--~e-s ·0 •• _ • ...", .. "", .. w. '-'"_ • _ .. __ .., __ ,. ...... W ¥ "fill" __ WI \if.. _ .. _. ... 
o!!e: othe~ se:vices to othe: custoce:s th:ough co=,eti~ive se:vices, 
de~egulatee se~vices any nonoasic voice g~ace se:~ice~ 

~~e debate in ~his p~oeeecing so !a: has 'been ::lisdi:eetec 
into the ~uestion o! which s~ate toll a:eas can 'be opened ~o 
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:h:s a~?~oach ~:~~ ~eac to vo:c~ g~ac~ u.se~s ?aji~g !o~ al! 
costs that o-:he~ se~v:ces c.o !'lot ?2."1 ~o:,. ::'1. o":he~ · .... o~c.s, "/o!.ce 
g~ac.~ u.se~s a~e goi~g to act as o~a~a~to~s ~o~ !~:l ~eeove~y o! a~1 
costs th~t oth~~ se~vices CO:'l't ~iek U~. :his is what W~ haVe 3e~~ 
at the ~eee~al level. D~~e~~atec a~~is a~e going to :'leec O:'l:y to 
~e a =:~i=al co~t~iot:.t:on aoove the:~ ci~ect costs. :~e ci~~e~e:'lce 
oetwee~ those c.:~ect costs a~c !u:: costs is going to be ~ickec u~ bj 
the basic voice g~ace ~se~s. Su.ch use~s a~e goi~g to ~!ck u, the 
costs o! i=~~e=enting :'lew technologies~ the overheac, an~ ~j~hing 
·~a· ~e··· v~~·,·-~~ ·~-o c"~"p~"a-p~ a-~a.~ ~o~'· eOVp" ".. -" .J. 'ff .,., ... 'tI-.... • .", W ••• .", ...... ~ e:, .... - .., wI'.. .... ~ ". ... iii .. ,. • 

:ha.t a?p~oach shoulc be ?reciselj ~ever$e~. :he bene~its 
o! :'lew vent~~es shoulc ~:ow to o2Sic se~v~ce. 

The !U:'lCS that a~e gene~atec oy voice services shoule be 
ear=a~kec ~o~ const~~et!.on o! ~acil!ties that serve oasic local 
eYc~a~~e se"v·ce~ ~·~c."s ~-o~ c"·-pc·'~ "p'a·ec" ~p"v·eps s"e~ a~ h ... -e, ......,. ;-w.... ........... __ .", w __ .; _........ 'ttl t;) _ _ • .., -.... ~ 

yellow pages, oug:.~ ~o be set asi~e to serve ~his ~asic g~ou,. =~e~e 
should be co~st~aints, aosent a show!~g, to ~~ohi~i~ use o~ ~unC$ 
ge~e~atee oy basic se~vice$ ~o~ ventures into ~e~e~lated a~eas. 

'lI"'e -a"e s·"O·c .. ··_p • ., •• ~~ ~ .~p .... as· c g-o·· ... o.&' ~p-v· ee~ "'eec," ....... ~ "' .... I"J ....... ., .. ttJ ........ w .. ..,,;,; .... .. ~~ _ .., ...... .", ... 

no~ oe dic~a~ed ~y ,,:~e se?a~ate subsieia~j co~ce,~. ~here is ;0 neec 
·0 <! ~-e"'~e-e ...,. ..... ·~e e .... ~ s·~ ~ .. ~"-'c""'''e 0" "., a,- "a·p ~ea.su-p.c !ttl ••• \111 _.. " .... "" •• ~.... h • .,,_ ... ~ '-'.".~ \lw._ ... __ 'III • " .. , - ... 

~e-v~ce 0- o·~e- c"es<!~s -"'a- ~"P ~~ 'O'ace ~- ~$ a sP"'a-a·p ..., ... ,. • ttl..... .... 0.. .",.. ¥ .-...... .... _.. • .. *II - .. ~ • ." ~ 

proposal. Eowever, the ~ro~osal can be usee ~o consolicate n~.r 
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~ co jO""'I·'''' "'se"'? _-' ••• 1,/_.;......, 

!! ~r.e~e is s~ch pla:.t i:'l. plac~. a~l se~vices shoule bea.~ 
·~e·~ ~ ... " s~~~e o~ cos·s ~o sP~·'J·ce s~o··'c,· bp .~p ~~-g~-~' 1.1 ... _ .. _~__ ... .;lI. _ 1t,I.';''i ._ _ •• ____ ... ttl .... ......... .... t,;iIt~ 

custo=e~; no se:vice sr.oule be consice~et ~esid~al. 
The o~he~ area ~s :'lew cO::O:'l. ~:~~. W~a~ i! a cO=~~~j 

s~a~es tha~ the:e a:e ecor.o:ies o~ scale ir. co:bi:lir.g the de~ncs o! 
oasic se:vices wi~h othe~ services, a:'l.e cons~~c~ing ~:~~ ~o serv~ 
bo~h ne~es ir. co::on? 

Voice g~ade ~sers shou:e be cha:gec no :ore U:'l.d~: ~he 
comcO:l plant approach ~han ~hej would be chargee i~ the plar.~ ~er~ 
c,ps" ....... e ... s ..... • c·,''' "'0 se ... ·/p .~p~ ... ""pp"'s ,.,,~~. SP·'!" • ...... e .......... p-.., -~ ... ti_., .., ... ttI"" .... 'ftI ... "" •• ..... .","* • • ~#>~-' __ "".., 'ttl .. ~~.~.",_ 

bo .. ·""c,-a-j ;~ • ...... p~e ~~e pco""o~~ps ""'I ·0·"" ....... ,~-. cons·-·c·~on ....... p -..-....... • • __ "'''wi * ~. .. ..... __ .... • ... .,; ....... "" ~ ........ _., • w. \4 1#_ ," •• "11 

Co~i$sion should. ensure ~hat those econo:ies acc~ue no~ on17 ~o the 
c'ere~~la~ed. or co=?e~i~ive services but ~o the baSic service ca~egorj 
which has ar. e~ua: righ~ to such ~cono=ies. 
..... -. • ...... - ":) .... '!"\ .Je ... anc.;.J. oJoun",on r _ ••• ;.;. 

(Docto~ ,;ohnsor. 
o~ the Coc::liss~or.. E~ is 
Rar.c Corporation.) 

~oday's patchwo~k o~ subsicy is u~ai: ~C ~cono=ically 
ine!!icien~. Ne nee~ a sjs~e= ~nich senes cor~ec~ si~a!s to peo~le 
so ~hej c~~ pu:chase ~e~e~hone se:vice as ~hej purchase o~he: thi~gs 
such as tood, she!ter, ~~c. clothir.g ir. a?~ropria~e ~u~~i~ies. :~ is 
di!!i~~lt to de~ine universal se~vice beca~se i~ does not necessarily 
~e~"" s·~g'e '·""e se~···~p ;. ~~ ~oss~~'e ·0 ~-~'p -~a· -·'0- o· A~'16~ ... ~. -.. .... ~ .. _... _ '4 _w.. _.., • ..,:, .. w.-. 'iii ~. 0, .... """ WI...,. ." 'fill" .." ~ ..... 
~ou--~a-·~ '~~eco ~n ~~~~ cos· ~-P~s .~ ~ •. ~I~c·e~· ... •• -' .'tJ.; ................ "J_~J.- ttl ~~.,;~ .-fiJ ~~ __ ... • _\1-

Revolutionary ad.vances in ~eehnology ~:astical~j rec~ce the 
eo~· o~ p"'ov"c.·~~g ~-Io-~a··on ·0 .~~j ~eo""-p ~"""·s p~oc.·es ·~A ...,"" .. ., • _ ... _ ... ~ ...... "',;. !ttl ..... ~. :' ~ ___ wr. _ ... .". .." ... _ 
mono~olj ot local ~elephone cO='~~j. ~he~e are :anj g~oups now tha~ 
C~~ ~~ovide se~vices to SO::le people a~ lower p~ices~ not necessarilj 
cost, bu~ lower p~iees thar. telephone co:?ar.i~s are r.ow cha~ging. 
m .... ~s Aa,s been ce"e~ b~""a'!"~ ·.r~ ....... ". • .... A ~C~ c.·pc"s~o~s ...... avp ......... ... ~~-.... J ~ ...,.;,. "- 'tI.... _ -.; 1tr1.... ... V .... _.. •• ..-

atte:ptec ~o readjust ra.~es ir. a waj ~o ~ec~ce ~he possibili~ies o~ 
at least unecono=~e bypass~ ~hat is, ~he~e the cos~ ~o the bj,asse:s 



~~e ~rool~: ~:t~ ~he l:!eline ~a~e :s ~~a~ it bene!its 
those who don'~ neet i~. :t is ~~ unta~ge~ed suos:ej. '~nj should 
no~ such ~eople pa.y the:~ !ull eos~? ~his is !i~s~ ~~d !o~eoost a. 
~~oble: ~o~ ~he Pece~al Gove~n=ent, not ~o~ the s~a~e co::issions. 
~he Coc:ission's goa~ shoult not be to ensu~e unive~sa: se~vice but 
to ass~~e ~ha.t :ates track costs, that ne~ ~echnologies a.~e 
pnco"~~gPc" "~ -~p ~a.~~e-~'~ce "~ ~ ~.~~ -~~- ..• 1', ~e~p~l. ~OClp_j a.:~~ .... \IIIt .. ~ .... _ ... ~ .. _ 11liii6o ... ~~_to.iIII' _~ .... w~.; "' •• ~1rI ft •• __ lJ •• ~ .. _t,l.oJ .... 1#, .. ".,-* 

~hat ~a.~es co not ca.use excessive ~~o~its~ 
:! ~e a~e going ~o ta:~ about ~nive~sal service it s~oule 

be na~ional uni '''e~sal se~vice a:lt Congress 3.:lc' the :FCC should 
...... 01 ... 0",,1' '!7' .. .,.~, ••• ..:.~ -~a.. I sc:o~·p '!"~ Co""g"'psc tpcl C,' PI!!' .~o· uno! vP-I!!'a.' ~ ... _ ... ~._ .. .; ~"I;;~-. "."""'''' ~ •• ttl _ ..., .......... __ ••• ." *'J ... .."..., .., •• Qo>lfl ..... ,." .. 

telephone serv:ce is as i:po~tant a.s !ooc, it could expa:lc the !ood 
sta:p ~rog:a: to include ~urcha.ses o! tele~hone service. :his :ay 
not be ~oli~ica.lly !easible because i~ is ha.rd ~o have ex~licit 
subsidies. :hese ap~ear as line ite:s on 'oudge~s. :t is· easier i! 
one can devise soce so~~ o~ hicee~ s~b$:C1F ~! one c~~ ,rovide a rate 
structure ~here people are paji~g a subs:cy but t~e1 ton'~ really 
know itF like ousi~esses and school ~!stric~s and eve~ state 
gove:-:l.ments. 

Suppose tha~ ~he ?e~e~al Govern~en~ 
~hing and i~ leaves ~he res,onsib:lity to the 

does not do 
sta~es? 

such a 
~ha~ 



0::: 83-02-01 

ha~~e~s, the p:oble: 
admi~is~ra~ive cos~s 
wel!a:e s~:uc~u:e. 

;.:: ?~"'D!X 
Page 58 

T~ ·~e s·~~p 'Pg~~'~·'·-P$ ~o ~o· ~P~~ •. ~~.~ ·~e ~~o~'P- ~ • .. _ \/ .. ..,~"'...,. .... .. ';'_~\I"""' • ..,. ..... 64 ItJ '- .. Qt. fII.-";' • .., ... .", .. tJ ..... ...-." 
~s ~oss~~'P ·0 ~~.~p ~ .~~gp.p~ '~~e'4~p "~-P T- •. ro'·'~ ~~ ~PC~SSo~~ • trI _~_ .... it! ..... r.;ww _ ...... .,,;Q ... w_~ ..... ____ ... • ~'ttI_. _ ~ .. ,-_t... ".J." ... .,,. ,....J 
to ~~stitut~ sooe ~ine o~ a ouali!ications tes~, ~~ich ~ould be a. 
.... '· ..... en ,., .... ,<:' '"'e"' ... s ~"',:o ·e",p";:"'onp cO ....... ~""~Ps ....... pc-··-a· ... '..,. .. ro··'~ .... .eve" '.;\4...... ... .-."' .. ..,..,;. ..... "'.;.~ w __ :, .... ~ ~~t;M •• __ :I • ..,~ .. _ W'-J '" ~ .. '- ~_ 

service only to low-inco:e grou,s but it ~oulc have to ~i~:e ou~ 
so:e way o~ en!orcing ~~e syste:. ?erha~s this woul~ be oy deciding 
that only those who quali!y !o: !ooc sta:~s would cua:i~y !or the 
li!eline rate. :~ any event the key ~as to be a care!ully ta:getec 
subsidy. ~he cu:rent syste: is un~air an~ unsustainable with 
competition. 
B:uce Ca::-.:the:s 

( V( .... Ca-"~'-~P"'" -Is a co .. c.··'-a ....... ~ .. 1 .... S ",4 .. _0 ... D C ...... ~ ••• • • • :.til "" •• _. W' .. ....,; -.. .. 'ttl •• ttl ...... ".... .. _ •• ~ ~ .. • •• ~ .. ,. 

a~pea:~~ a~ ~~e hearing at the Co~ission's invitatio~.) 
Recent:y in ~o:~h Ca~o!ina t~~re was a st~~y u~de: the 

s~onsorsh!p o~ th~ sta~p. gove~n:e~t ~ega:d~ng the e!~~c~s o~ ~eeera! 
~olicy changes an~ possi~le state ,ol!Cj cha~ges on ~e:epho~e use~s 
~n ~o~th Ca~o:ina, an~ in the!: ~ates. 

Th~ o?~~a~:ng tele~hone co=?a~ies i~ that sta~e 
~~~"'~~·~~-Pc.· ~"'e ~ •. ,c.-~ .... -·p~~·ec.· ·0 ~o~e~ ·~e p~~~c·s ovP~ .... ~O-".;,.,. • .., .. _ .. ftftlc;,it., .......... ':'1tI'-'- III ""tfltI_ ... tJltI .", ..... '- .. w ... "". __ " .... Q t 

rea: ~e;io~ o~ seve:al ~ey policy Changes initiate~ bj the PCC. 
,., .... ~."" .... ·~-o ~cco,· .. • .... ,~ o~ ... ~~ c~a.:~~P~ a"c:.- .... s~~·-· .. g -~- .... e;, ...... Itti Wo ,........'" Q.-~ - t.t..... . •. .t..'!J.-t:I •• .... w~ ..... 

adop~ion o! ?CC :ethoeology ~o~ access c~a~ges bj the s~ate ~or 
"n ...... ac.·~·e accest:!' .",p s·'·';'o:1' ~o""'" "''''e .. ta··e"uta ... p~ •• .: ... ~ ... e ... ·c. .... ~ ... •• w. wv,..... ..." 'wi ..... "'~""';" ..... \.iI. 'ttl ..... tI ... _ • .,~"","_."",,, •• "'.." .. 'l1li._ 
subsr~be: line inc~ease~ on ~he o~de~ o~ S9.;0 to SiO 'Oe~ :onth, ."'p "'ac.~s o~ ."'p ov~"'!:I" 'oca,' "'~vpn··p. -e~"~~~"'P"· .... e-.. '~ ... p. 0' " ....... ~..",_ w .." .... ""' ......... .- __ ..... w.. ..... '-~ ... _ ...... _ •• .., "" *' ., ...... ... 

:oug~:j $2; :~clud:ng ~us:~ess and :esice~ce se:vic;. 
That nu:~e~ va~iec by s,eci~:c cOQpa~y. Po~ selectee s:a!l 

:u:al inde~e~~ence t~e p~ojectec increase pe~ eustOQe~ was d~a:a~ic 
and :~ch higher ~han the 59.,0. 

Selecting de~and elasticity usee :n ce:ta.in s~~d:es~ it .~ 
esti:ated t~at the :nc:ease would cause an average o! 4.S;~ dro?o!! 
O ~ "ps~~en··a.' c··~·o"'e"'s ~o"" ·"'e ~-~" ~"-a' ~,,~p~e~c.·e~·- .~~ ..... - .,.w. • "'... l,4tij"'.... • _. 1tI~ tiJ ... ~ ....... _. ~ _ .. ~_ • .,j.... .....11.;,' ~..,. ... 

dropo~~ would be :uch g:eate~. :t was assu:ed that in cer~ai~ areas 
that are generally poor, the ~rice elas~ieitj wou:d be hi&~e~ than 
average. 

I~ the situation o~ :ural in~epen~ents in Cali!o~nia :s 
anything like that in ~o~th Carolina, the conce~ns exp=essec oy ~~ose 
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assu:-e 
~il1 co~~i~ue ~o ~~ 
~he::- su~v:val anc 

A~o~he~ a??~oaeh eo~sic.e~ec. ~as ?ossi~le i~c~eeses i~ i~~:-a
T~~A ·o~~ ~~·e~ ·0 o~~se· ~.~~ su·osc-·~e- a.cc~~~ c~a-ge~ ~~~. fl/JI"\.- 1,1._ .Q¥ .;j "tI ...... \if .... o-~ __ w • www".;;,. " ... t;i.~ 

cons~~ai~s ~his is ~he :e:a~ivelj ~igh ~~ice ela.s~:ci~j o~ ~011 
se~vice;""hie!l eoulc cause ~e?~~ssion. o!~ ~:-a.~~ie i~ ~c:~e i:l.c:-eases a:'e 
subs~a.ntia.l. 

A:lo~he:- ::e":hoc. 
oasis, so:e sha:e o! ~he 
ca::-ie: access cna:-ges. 

is a.ssi~.i~g, a": leas~ o~ a ~:-~sitio~al 
int:-as~a~e suosc:,ioe:' ~~S eos~s ~o the 
~h:s is consisten~ ~i~h ?CC Docke~ 78-72. 

T .... "'"I'p. .... ~ .. ··n,.. .... ea~u ... p.c.- "se ... ~·c· .. g ~o- .~~ .. oc ..... , p.Yc~a""'::7p. ...... J! ... "" .... _ • .1"' •• e,... ...,. """ ... ~... .... -;. ., ..... -. ~ ............ "·0· 

se:vice has ~uch ~o be said ~O:' i~ anc has bee~ cove:,ed 'oj o~he:
s,eake:'s. No~ onlj :lig:.~ this be a. ~ech~~is= ~o cist:-ibute the 
bu:-c.en ~o:, access cha:'ges a:o~g use:-s '!ai:-lj, but it :aj also 
al1evia~e some o! ~he need '!o:, ca,ital i~vest=e~t in local exch~ge. 
~he public ::ust be educated as ~o the bene'!i~s o! this app:'oach, 
which will take ~i=e. 

We also conside:-ec a. o~~ on co:pe~it:ve i~~:,as~a.~e ~o:l and 
excha~ge se:-v1ces. !n ou:- o~:nion ~his is no~ susta:~able. 
Dis~inc~ions be~~een in~e:,sta~e a~c. i~t:,a.s~a.~e se:,vice a:-e ~O~ 
elea.:-.. Also :la~j ,:'i ~fa.~e ~e"':·.Io:-k syste::s a:-e bejonc. -:=e jt:.:'isc.~e~io:l 
o! ~he Co~:ssion. ~as~lj, such a O~~ :ight :,esu:~ i~ ~~~e~al 
:;>:,ee:,~ioI!. 



J..LJ / ",c.l 

A?:?E!:D!X 
?a.ge 60 

We also ~esea:chec. in~~oc.uci~g a~ !:i.~:as~a.~e high-eos~ 
~ac·"o~ ~a-~'~p'~~g ·~a· o~ .~~ Jo~·· ~oa.~~ ~~~ ~oo'~~~ a--a:'ge~~~·~ - -:! .c;i.. __ .. ___ .• \/.,. It! .... ....... ._"'." ~ .~, w..-..'- r --"6 •• 1. ....... .".., 
~hich ~o~lc. c.is~::bu~e t~e oe~e!its a:ong s:a.ll ~~:al i:lc.e'Oe:i.ce~~s. 
~his ~oulc be :easonable. 6 

Va:io~s ey.~e~~al ?~olic:y ac.:iniste:ec. s~osic.j :ech~~is:s 
~e~e also st~c.iec. i~ :ega:c. to u~ive:sal ~ele?ho~e usage. ~~ese 
would call ~o: so:e so~t o~ taxa~ion anc. ~:a~s!e~ o~ ~~c.s. ~he 
~olitieal :ealities in No:~h Ca:olina ,:ecluc.ec such consic.e:a.tions, 
~~~ ~- ·he ~e~A~~' ~Ave' ~. ~~ ~v~~ ~o-e '··'~~e'~ ~ ...... ...,,,,.,. .. .... ':". ~- _"= A _!ttl _-.I '".;' ..... __ .. ..,., .. J.-. .. &a. -J. 

'We :e·/iewec. bypass technology anc. co:'.cl-.:.c.ec. that it is a 
-eo' ~-o~~e~ ·.r~ ~o··~; -~a· ~~ ~o-·~ C~-o~~~a "S~-~ ···~-e ~~~~~~ .. ~ ~~ ;"J,. f!!ttIWor 'ff ..... ~ ....... ~ •• '" ...... , .. ¥.. ":;;'6 .. _... "" .... .,J ft.. .. ... -r:;;,-... J 

concent:atec. in ce:tain a:eas. :he:e we:e ~:a~~ic levels which cou:c. 
:'\;sti!y access ol,ass, ant po~e~~~al ~se~s we:e so,his~ica~ed and 
:eso'\;~ce!~l e~o~~~ to ~ake adva~tage o~ !~. 

m~e s·'·~~ a~so co~s~~~-~c.· ~~~~~.~.~~~ ~~ .~~ ,~ •.• u~Jc~ ...... 0tI'-''-';'' ............. .- ~iJ_~ ... _ .., • ."w .... "' __ ..... g,fII tJf..,. .... 

bl,\;::ec. cis~inc~!o~s betwee~ !ede~a: ~d s~ate j~:isdie~io~. Soce 
evolvi~g ~'\;:isdictiona! eon!lie~s we~e see~ i~ the ~~~u~e. 
Cons··-~"'S' 'Coa'';-~o~ o~ Ca'~~o"'n~a. (C ...... o' ~ob·o.cns 'l"'~ ~e'_~ ";~o' ... _. ...._ '1#_.... __ .... _ ~...... _.. "--..... ;'\.""""'_toJ ... -.I~ I 

~he Co~ission shoulc. ~:oeeec ~!th ex~~e=e ca~tion 
"'~ga-;:'~~!"f' a"''7 ;'po",pol.""4'a·~o~ o~ .~t:J> "'p"lpo~~o~~ " .. ~ ..... --~ 'Y(,·c~ ~o-~ 
,. - til> _ ..... e;, .1." ...... .. :>~ .. ttI_... - "'.... ttl -- ""l!'" ..... _ ....... ~w "' • .; • • .. _ .......... 

:esea~ch should ~e done be~o:e this is i:!Jle:e~tec.. ~ea~i~gs should 
be co~d~ctec on this s~ojec~ in va~io~s !Ja:~s o! ~he state. 

~his cou~t:j ~as be~e~ited !:o: co:'Oe~itio~ and while the~e 
~aj have been p:oole:s with ::lono~ol1 telephone :e~~:a~ion, ~he e~!ee~ 
on 5:a11 co::unities =us~ be eonsic.e:ed. :elephone :eg~:a~ion sho~:d 
not go to the othe~ ey.t~e:e jus~ oeca~se the:e have bee~ :ist~es in 
the pas~. 
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au~e~~ee ~h~i~ '~i~~~~ 

:he Co::ission also h~a~e 
s~a~e=en~s ~1 ~wo ine~p~n~en~ eonsu:~an~$ invi~ee oy ~he Co~=ission ane 
one aeei~ior~: consu:~an~ a~pea:ing on oehal! o! a co~su:e~ g~ou~. A 
sum~a:j o~ ~he w::~~en state:ents, au~en~ee OJ selectee exee:,ts !~o= 
the 

~he 

has 

hea:i~gs, a~pea:s as an appeneix to this eeeisi3n. 
O~: oas:c conce~~ i~ ~~is p:oceeeing i~OW to ,e:p~~~~e 

conce,~ o! nea:-unive:sa: cocmunicatio~s s~:'lice in an a:~a that 
been a :~g~:'atee :onopolj but is beeo=in~ co=~eti~i'le 

In ~p.c~nt jea:s, abou~ 9S~ o! J~ --
~a'''~ ~~~ ·~~~~~o~~s ~~~~. J ... .. ... ~\.1. WI ..... .,; .:J.... .. _ , .;Milo". _ 4# f(IIiI 

sca:lest ousiness nee~:ng a ~elePho~/e '.as been able to a!!o:d one. 
:Sa.ck~:-ounc. 

~o a g:eat ex~en~ unive:~l se:vice has been :ade 
I 

inc:easingly possio:'e ove: the last 50 jee.:s b7 !eee:-al and s~ate 
gO·I""-~"''''''n·~· ""o"~e~ ,·,~J.c"" ,"",~ ...... ~L~~ a. -O"'O"'O~/,., ... JC ·p."~CO"'''''-'''''e'''''''(o'''<IC:! '1'; ........ 7 .. ovQ. .. ~ _ • .I " ••••• ~_."'I."""~ ,.". .... "'" --~.., .. . , ......... ~w. .. _ ~"'N •• ti;I 

s~~ctu~~, unee: ~eg~latior., ~C wh~eh es~a~lishe~ :e.te s~~et~~es 
I 

.~~. ~~C'·~~p~ ·o~' ~QV~""·~S ·0 s'·~~o~· a sl~I'~ce .... ~O~·IO~ 0' .~~ "'''~'ri ............ 1rI~ tI _ ......... .... ~ ... I tAr:. iii .Q ..... _ ..... '/tl ."" • rtI"... .. ", •• v-

'~xe~ eos·s 0' ·~e loe~' "'~~~~o~e ~~··~o~~ 2 ·~o~g o·~e- .~I ... gs -- r..;,.. !'Ii .. III... 'WIll", 1J.." ..... r....... . ..... ttl'" ..... ~ .. *- til .... .., .... ".. , 

( ... ·e"co ... ""~~j ·0" se··~~~~· "'e-~o~~ we-~ es-a~"/s~Q~ w~~~~ we- p _ .. ..".. -:'*.. \1 ... __ tJ \,I- Wi .... " .... w .. ~6;) • _ W .."., ......... w__ _ .... __ ..... 
!avorable ~o :~~al t~:~~o~e companies. 

j On .~~ ,~~~. e.~~ .~6 ~A~~e-s 0' .~~ CO~~I~SIO'" .~~-~ lo4~e~ I~ • v... _ •• w., "'w' IJ .... "W """ ......... w. _ ."..... .........w ~ ... fIf .. *,.". .; ... \It .... 

hea:ing ~he s~a~ements oy Nevae.a ?~~lic Se:vice Co::iss~one: ~oug!as 
Ponn .. 

2 Whethe: s~eh s~,po=~ cons~it~t~$ a subs:e.j, ~~d 
a subsidy exists, ~s a subjec~ o~ con~:ove=sy. 

- 2 -

so, how g~eat 
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Co~":)e~:~:o~ :~ ~~a~s=issio~ Se~·~ces 

'I'I"'p. Js ... ··e oJ:' ..• "'p,- ..... p, ... CO ...... ;:>M~·..v:::O ... S"'O,·~..1 .... e .... p,-... ~ .... p'" ~ ... 
_ ..... -:. ... ,. ,. ..... IttI ............ :1-., .... 7 .... ~-~ w~ :t"".W_IttIIJ"",\' -*. 

va~ious i~~~asta~e te:eco::u~icatio~~a~kets, a~c the g~ou~d ~:es 
~o'" s··c .... co ...... e ... ' ... o ... '.oaeo I') ...... "0 ... Jeo~ .. p J ... ·"'e""'e ...... "",.pe~~ .... gs /1'1"'" eo _ .. '-"' ........ ~ ",.\1_ .... , ", .., .... ....w,v .. • .."t;)~ .. .... ~_ i;) .""'_-wlY" ~_ ... •• --.¥ 
Co=:issio~ has j~:isc.ic~ion ove~ at: i~t~as~ate te:ecoc:u~ications 

be pe~~it~ec. be~wee~ 
debate o~ the g~ounc. .... ~ .. ,0'" .1:'0- ... ·~c .... ,.o ....... e .. ~ ··0'" .... o·"e·"p... ·,,!-.~.c"'c '"e .-.. .. ..,,~ ... • w-w. ........ ,:1 w_w ••• ,.. .. •• - -

~A~ASf.oS co~te=platec by the ~J. ~ne:e was a 

..• .1,' a~~-6~'" .I ... • .... e ~O"O)~J ... ~ sec- 4o'" /I'I .... e ~.~~es- ~.r~ ... •• ... e a.~~ea-p~ "--- ~I;;..~ -.;,~ ..... v... ... -- I •.• e> Iit_ ..... ••• ";-00 .., "-.""' ... """'" \II' rz ._J..,i, 

:-ega:,c.i~g '"hethe: cocper tior'. shou:'c. 'be pe::.i -:ted 'N: thi!:. :LA:As. 
Opi~ion he:e dive:ged sf.gni~ic~~-::j. 

?aci~ic a~c.~he othe: local exc~ange telephone co:~anies 
sta~e that the local/eXChange co:pa~j should ~etain ~ol: =o~0?017 
wit~i~ the :A=As. (he MPJ took ca~e ~ot to c.:aw the ~A~A oo~nc.a~ies 
too s:all, these 7o:panies ~oi~t out, i~ o~~e: to leave the~ with 
~ toll :~ve~u€i. (See LA~A ~p.) ~he local co:panies oelieve that 

will place even a wo:se ~ina~cial d~ain upo~ ~h~~, which can on11 oe 
counte~ed b7 la~ge inc~eases i~ 'basic exchange se:vice. So:e ~:a: 
co.cpanies i':-ankly p!"ed ict ·oa."lk:uptcy i~ the!"e is no c.i~::e!"e:lce 

between inte~-~A~A anI! in~~a-LA:A co:petition. 

- 7 -
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'. 

finalizes the LATAs. These carrie::s point out ~h:l~ 'the Co,.:.r"t !f3,...,,,r!? 
such eom?~-:i"tior.. Th~y 30130 3.g:"c¢C -:ha"t o.r'l. a.r! ~icocpeti o:i 'Ie s"tance 
upon o·t;:.:" pa.r't -",111 incr"1:J.se 'the use of 'teehnolo£:( which bypasoes th~ 
exchange network en~irely. This irlcludp.c no't only v~:"ious wirel~$s 

methoaologieo bu't cable ~V, which now h~s 'two-waj voice and d.~~a 

cape.b11i'ty.6 

e 
/ 

A '!ew 'the hearing cugges'tee ~ha't t~e financial 
heal'th of local ~elephone co:panies ~ne nc~:-univ~rs:ll s~rvicc are 
issues which no longer conce::n ~hc Coc:ission. • i 

I 
subsidies are necessary to maintain ne~r-u~ivcrs~l se:"vice i't is U? /' 
to Coneroos and the s'tao:e 1~els1a't~res to ~:"ovide for s~ch s~bsidi~e 

"through th~ 'tn-x ltecho.nisQ. Such lee'i:::;l~tivr:- 'boc.~9:Se can also en.act jl 

b i1 h ~ h . ".p ./ a ou't sc e:es .or t.e oper~tlng co~pan~~s ~~~eces3ary. 

6 In Te~evizion Transmi~cion v PuC (i956) 47 C~l 2d 82. the 
C~l'!.i'ol"nra Supreme -C our't c.ec ... dec. ~ha't ''''I'! 'nave no j u:izd ic-:ior. 'to 
regula'te the one-w~y vide~~zervi¢~ o!:~red by cable TV. The CO~l"t 
relied upon the c.istinc~~~ between such service ~nd two-w~y 
communication capability/in rt'o'chine its c.eci::;ion (ic. 3.t page 87). 
Cal. Const. Art. X!: §~ definee ~s public utilities ?riv8-:~ 
corpora:tions or j:>ereofvs ~h.a.'t "owr., opc-rs. ";~. corj:~ rolf or ~tt!'lO,ee 2. 
line, pJ.:l.!'lt, or zyst~~ for .... th~ tranz:::izzion of -o;"lephone o.!'~e 
":ielegraph mes::!lgC'z ~ -;. ~ i:-(:c-:l:r O~ ir.c i ~ecvly !or ~h.'3 pub: ic. " ~hi~ 
broad language mak~ i'1; clear that 'th~ Commission's juri=G.ic~ion is 
not limited to tra~itional l~ndlinc :~lephono and telegraph sys-:ezo. 
(Cf. Pacific T~l. -& Tel. Co. v SPCC l1975'1 78 CPUC 12;, aoc'trac't'Jd a't 
8 Pn'n-4-h-~'" ""''''a' '~68 ) "C~4 (';l .... ~. ~ "' ... ,.. ... f'\ ... :;,.. .:.,. ....... ' .......... OCOI!>"'.: ""e ,;)0 "'0· \,I;'\. ... :JOe. .... ;.. 7'..1. ,::;:'O_~.J." ....... ;. ... .;;, ... ..;, -.~ " ... ~ r· "' ......... "'" ;; '" 
challenge PUC jurizdic'tion over ~wo-wny ~omm~~ic~~ionc they '~fe~ b~t 
argue 'that since -:tie pri:l:J.ry se:,vic~ (~V) is u.r~!'~@.i.lc.'t~a., arLcill:lry 
servic~3 should alec be u~reeula-:~d. See =~~~00env by ~~-Co C~bl~ TV / 
in Appendix, p~e~ 43· 

- R -
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C
., __ Ip.-CO 
'"""'"'_ • _ w .. .,;"J 

such eo=p~~itior... !~ is also ag:eee ~~st an ~~icoo,~~itiv~ s~~~ee 
U?o~ ou: pa~t will i~c~~ase ~he ~se o! ~ecr~~ologj which oj~asse$ the 

=e~hoeologiez but ca'b:e :7, ~hich !lOW has two-W~l voiee ~~d da~a 
ca:l'~:o ili -:y .. 6 

/ 

A ~~W $:l'~a~e=s a~ ~he hea~i:'lg st:.ggesJ~e that the ~i~a~cial 
heal ";h of local tele~ho!'le co=~anies anI! nea=lt.ni ve:-sa.l se:-"/ice a.~e. 

issues which ~o lor.ge: conce~:'l the Co==iss~r., a.nd that i~, ~de:-
/ 

co=p~~itior., local exchar.ge ~e:'e~ho!le cO~~~ies 'beco:e '!in3.!lcia.: 
:iabiliti~s, it is up to CO!lg~ess a.nc. ~e sta~e legislatu:-ez to act 
'b~ ~~~C·I~g ~A'" .~y ~~"'s 0- ~~ l~vp.~·~4~ coo~e o~ O·~A- ~~I~O"- C'e~6_~ t/ _...... ...... ."-" ~ ........ _...... .. OJ.; .... -.;.~ .. e, ... _ .. ~ .. w .. iJ ...... _ .... ~ ....... ""-_. 

- e -
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:~v~: o! co=?e~i~io~ $~ou:e 
o~:y ~easona~:e to ~eg~~e the 



0::: 8'-02-01 ALJ/vc.l 

se:,vices 

ca~~i~:s ~hile A:&= :etai~e the =os~ ~oc.~:n, ~~e 
=os~ e~~ic!ent s~itches anc. othe: ~acil!ti~s. 

in~e:,ested in ?a~t!cipating in those p~oceeeings should obtain a eOP7 
o'! tha.t o:de:. 

.. 10 -
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" ...... ,:"o .... --:'Ic ... _~ ..... ,., ..... • ... " C ... -p.r!'O"" p~ • ..; _"" ..... ~~._JoJ 

So:ew~a~ eo~~~e~ec. ~o the ~ss~e o! i~~~a-~A~A eo:,e~~~~o~ 
is ~~e :eeo::e~c.at:o~ OJ spee~a::'zea co::on c~::ie: !:.~e:es~s o~ne~ 
~~a:. the Eell ::.~e:exc~er.ge e~~itJ7 ~r.a~ ~:.!s Co==~ssio~ ~ollow ~he 

?s.e!:-ic as 
( ~_~1_~~ .... ' ~_o~~~~_ ~~~'~~a.·~o~s ~~~ _ __r.<. <;M~.:'_ .. "'" .......... -=-..... 

co:ple~e cos~ j~sti!:ca~io~s !o: ~a~e o~ ~a:!!! eha~ges o~ ~ew 
se:-"/:'ces) "N':::le ":he o~c.e~ :'~,,:e~exchange ca.-:'ie~s a:e desig::.3:~ed It~o:._ 

C.OD:!.~s.r.t. tt ?o~ ":he :at~e: ea~ego~J ~t.e:{ ·,.,ould oe a si:pl::'!iee 
-a. ... .:~~-~.,.: ...... ...,-oe 4 c, .... p •. ~.- .... c .... ,.,~gAst!!k go,: .... g .1 ...... 0 A~~':'''''''' ..,···o~a ... l"..a"! .. -...................... _··e J:'. <;; ... ~ .. _ ....... <;;. •• ·70 ........... ., . __ .'-11 ....................... --Jt 

0: at leas~ soce expeci~ec. p:oeed~e to allow ~::e o~he:- i~~e~excha~ge 
/ ca.:-::'e:s to :ee": eoc~e":it:ve s::'~a":ions. 

.. ,- : .... ... - /. ".,~. l' JI' .: 
:,ae:.:~:'e a:;.\.It ;.e~! _:l~:ey.c!!a..~g~ e.:..a:a: ~na-: -=~ .. S :.s ~:-l .. a .. :" 

,;: • . I.:...., .'I .... ',;.. 01 a.::.",., e.~ a:o:-:e::p-: .. 0 e:lsr.a~e -:M:l ••• :"egt. .. 3:to~7 ~e~ -;ape ·" ...... e -; .• e.~ 
/ co .... ':"e~·.~o ... s a-'=' ~-e,. '!':o ""o"'''"Ie'''p .. ,~ ....... ,.{ ........ It> .. p~.' ~·o-'" OV,;:". ...... 01 t:f ....... .... ~ .... • .......... '-'f,r' t,;.., "_'ttl •• --..,¥ .. ~ --0·"'''''''''''' -ttl ~ .. ~-~ • .,. 

~hey de:lJ that ~heJ w:::~e ffCO=:~~:l":" a~":e:,, c'ives~:":u:"e ~~d in ~~~s 
co::.r.ec~:o:l po:r.t ~O thel:ap:e. g~o'~h ~~e ~~~a:lc:a.: heal~h o~ the 
o~he: ca:::e:s. ~~e~:a~:l~a::l ~ha~ ":hese ca~ego:iza,,:!o:ls we:-e 
a~optec. 01 the PC/C w~th ~he p:"ed:ves-:i~u:"e 3ell S1s":e: o~gar.iza~:o:l 
~:'l c.ind. 

I 
:~ :s~~e:a~u~e to :ake ~o::al ces::'~atior.s. ~e ~~ll 

decide what e:assi!:ca~io:ls a:-e app~o?~:a~e as ~e ~eae ehe 
" 

0: ~o~ -:0 
...,,. __ 01. 

J:'_." • .., 
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eve~10~~ o~ =easu~ec 

ca-:ego::"j" 

eo ~o~ ~avo::" ~~ ~ecause ~he::"e is a:'l 

measu::"ec. se:"vice, so::e o'! ~he chie:: e ecu:~:!. ve o'!::ic~:-s o! ~:'ese 

Co .......... ..,lec- "'a.-... ~A •• ,.. "0· -0 ':"''''IOCOp! 1.../·· .... 0 ... • .... A ........ ~&» ... ~ "'c .... A .7··":e ··, ... ,(c .... -;l~- .., " .... _ .. "">;) .... '" "'-J! ¥~ -; .... :1 ....... ~- ..... ~ ..... oj ... ~'- .. - "--'. 

"'0"":': "O"'CA - .... p ... -0 -p ...... aeA. ce ... • .. O); o .... ,(,.. ........ "'! ~.... (J ,. ., •. ,1.,.. ... ""'0'" ,. ~ .. ~ - • .... "' •• "",.. ~ • ..,tJ. '=' ..... >4.w ____ .... -: 'ttl ........ "" .ar:. """_"'WH._ ... .. I .. 
... ~,.. ....... ..,JO ... ~ ·0 P"'!A"'--O ... IC &»~,.l ....... &» .... ) a .... e ... ~ 0" "'O"~~" .... "'! ....... 
;~;~;;;e~;s~ ;~;;·~~;-W!~~~;~"CO~;i~:: ~O~%·~:~~=::~si~ive 
S e:- .. rJ ... c~ a ... I'-lIe .... <l"CO"'a.''':I'''g ... " ~"'!ec."'o ... l'" p~ •• l .... _@ ... '" ........ accP'e-~.lo'" ......... II.... • ... ,;;;., ___ • .,.1- t;iir,".I_~ +"I • .... ,. ." ....... _~ .. w •• tJ, W'-4W • .- • ....,W .... 

0":- - ..... e ....... OCI!>COS • .... e.,- S"..,. •. ,.11"," ,.. ..... COp co I 1Y'"' I''':' Ca. ... - ""'I','a.-A ... -PC'S·· ... p 0'" ... lrI.. ~. .."...", III ... J ... w').9 ... w-o. ... V_ ~.~ ..... - •• 'ItI \Ar'" .... ~ ...... -.. - ~ .. 

'00"" ~~·~s .I ... -~e'''' ~ ... ~~~ 9 ~~~~ a"so co·~-p ·~a· ,~ ~'P-'" ~~ ... ~~ ,- ....... • ~IfIi ... ...... IJ •• •• ~ • ., ... -.. _ ... ~." _ __ttl ...... w. lilt •• '" _ •• ~"'.W riJ~ __ 

exchanges, ~:.s~alla~:on I~ e~u:poen~ capable o~ :easu~ee local 
se::"v:!.ce :s ~OO eX?ens:v~ pe::" cus~o::e::". 

a.gg:-a.va~ec. "0:; -:he ~:a.~ access cha~ge s:;s-:~= 
(se~ .. o"o···..:.~g sec-~ ... ) ~~~cP "'~e ~~-···o-~ c~"'~o- ~-es~~·'~ be .... 'o~~p~ ... -- - ... - 'If... III-I..... .:J_ .. ." 'til •• •• _.,fIf • .1:. ~ .... ttl zI- ••• 0,;_., W-.. '-'"..,~ 

so ~ha~ SOQe use~s ;:~~no~ =a~e an :n~e:-s~a-:e 0::" in-:e:-c~~l call. 
v:.~e:- p::"esen~ :'le~~:"k ~ec~no:ogj ~e ca~no-: c.ev:se a. li~el:ne :-a~e ~o::" 
", oc ... , CO)"'''' o~""'{"' ...... ~ c .... ·110·· .. ,:1 A'.( ... .r .., ...... ~ aocAs,. c .... ~ -,..~.,. "'0 "~e .. gp... ....._ .. w .... JI tf...... ~."- w .... *'",. ...... "'.. -...:;- ¥ ""'.0"'''''; v.., •• 

/ 
inte::"c!.~:r ne~·..ro,::"k. (:~ ::ay be poss:!.'ble ~o c.es:~ a :i~el:':.e :-a~e 

9 These cocp~~!es shoule 01 no :eans ~e thou~-: 0:: as oacc..ra~~ i~ 
thei~ teehnologj. :he s-:a~e=ents o~ ~hei::" p:-es!een~s :nc.ica.-:e -:~a~ 
elect:-on:c equipmen~ is aevantageous ~o ~he: ~~~ :2.:'j such compan:!.es 
al::"eacy a:-e heavy use~s o~ i~ anc o~he~ ~~-to-ca-:e p::"oct:.c~s as ~ell_ 
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.' ...... 
~~ic:' ,oez ~ot i:.clude a "~locki~gW ~ea~u~e b~~ 
ffp~e=iu=" access c~a~ges i~ i~te~cit1 calls a~~ 

basis- We ~ega~: a :eans tes~ as a ~ast ~eso:t because o~ its 
attend~~t ad=inis~:ative di!~iculties. 

Access Cha:-~es 
The LA:A syste= an~ its division o! ~es,onsibil!ties :eans 

r' 

that ~evenues !:-o: long-distance t:a~!ic Vi::~~O longe~ be s~a~ee 
~~o~g ·p~~~~o~P COM~~~J4S ~~ •. ~~ o~ ~p •• 'p~~. lo--·~a~ ~o~ ~~ ~ ... 'III""-"-l*". .... ~J:!""'."'~ i.J.; l.IIt*"r!lw .. ;;;,_lttItri ........ ,~ •• 'If# .". ............. tIj... .. ... 

/ 
e!!ec~. :0 co:pensate !o: this loss o! ~venue, the FCC ~as o~:e:ee 

/ 
access cha~ges ~o begin on Janua~1 ~ ,~8~. (See disc~ssion o! ~CC 
~ocket 78-72 above u~ee: "3aCkg~0~;;ff) 

·Ire have taken the posi ti n that any !lat access cha.:ges 
(those no~ depen'ent on actual u age) should be i:posed u~on the long-
'istance ca~~ie:s and not the nc. use~s. ?CCfs 

I 
deciSion to the Cou~t o! A~p~:s ~o~ the Dis~~ict o! Colu:bia 
Ci~cuit.iO ;r 

.-'~. ~·s .~-~~~. ~~~~o~ ~~~~~~~~~g .~~ ~,!~ ... ~s, ~~ ... p_ ~.S . •• .. ti 1'\,:'_'-_ , ~_ •• _ ........ ¥t .... IJ,.... ttl,., • .", ......... ".. ... ..., 

Dist~ic~ Cou~t co::entec as !ollo~s on the FCC's =e~hot (:i:eo. 
?p. 13-1S, foo:~o~es ~::ed): 

/ 

":t :aj a'O~~o~~ia~e:l be gene~a:ized tha~ :oca~ 
·~'~~~o~~·se·~·'1~CA ~S -~~~.~''1p.~ -o·p -A~~P~ "~o~ trI .. _ .... ,J •• ... ." .. _ - ... __ ~w_ --., ..... ,., • ----.,,- --Z' •• 
'o~ ~;~~·l~~-~·S ~~~ .~~. ~o~~ ~~s·~~cp 's MO·p J - •• ~. -~""'.;... ~ .... "* .,; •• ~.", ...... ~ ~_ ttloGlJ •• -.. ..... _ ... 

~··s'~P~~-o-~e~·p~ ~~ .~p O~jAC·'·'1p o~ ·p'~~~o~P W\A ."._Wtllrrl ... •• ~,.,\A. • ... w..... -.; ... \I..... _ ..,_ .. ..,~,. • ...... 
se:vice available at ~easo=able ~ates to a:l is 
~o· ·o'·o~ ~~o~a-~~~p~ ,. 's ·~P-A~O-P ~o~· •• w .. / ~ ';oP !I ...... IItJ_ .... , _trl .. IJ __ ,., • .,_ • .." .... 1;..., 

i=po~tant that local :ates not be b~~eenet ~y 
unnecessa~1 ~~c~eases. ~s the Cou~~ ~epea~ee:1 
~.o~ ... ~~e~ o· .... ·~ ~~ ,.~ '.,~,~ •• 4 -082 O~4~~0--' .....,. ... \.i. .. _ •• _ ""'" .1'\1040' ..... ..,;.., J', ,~ , .:' ......... ~ 
(espec~al11 in connection wi~h the disc~ssion o~ 

10 ~eo~'4 o~ .~p S·~·~ o~ C~'~~o~-'a. a.~~ .~4 ~'b~~c -."~.'p~ """ 'rJ .. ~ .. t.# ..... _ "" .. "" .... .", ..... ___ ..... _ •• ~ ." .... -.;:; .. 1.6. .... u"" ........... 'W' __ w 

Commlssion 0: t~e ta.te o. Ca~i~o~~ia v ?e e~a~ Coc:~n~cat~on$ 
Cocc~ssion anc ~he In:~ec Sta~es 01 A=e~:ca., ~o. 03-1Z39. 


