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Commission ‘mattérsy’ahd-that itiparticipatés in Commission
proceedingd-dn arhighly seléctivevbasisy=oIn mid-February(1995yIDCA
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futuresl Wesbelievétthatrit f1d511kélystHat‘anysFCcC’agétioncon =brul
universal service policy will occur after this Commission has
already adopted a revised universal service plan for California.
In thé&revent thé FGCdoes ‘opbn’sieh a- prééeediﬁg?\ﬁefwill‘evéluéte
L8230 THY, T60 dEV SIS n  TE SR ya10E 53] Piere TR T 231 884
’ 1 LingE v
to be revised.
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ioOuri tagk in this:proceeding isito-determine:the:goals of
suniyersalygexvice- in-a:competitive énvironment;iand whatyaif-anysa
:funding-méchanisms.iwill:beinegded in.afcompetitive:markebusy i
ai{to oz annadcgul 3 Yo eaonorsws e hogdop ASG L dxolls
cidpinnt Big 11X --The.concept of-Universal Sexvice:.ocoig boatnlos
R > cfd ol owoldteqg ewolssy ol yd borooiow nesd avad
lo =-iTolput thissproceeding intosperspectiveirnit f$acusefulsto
first discuss what is meant by the term universallserxrvicevncicives
Universaliserviceimeans: essentially-twoithings«p Firstyithat a
minimumflevel:of telecommuhicationiserxvices-is:availablectount aii
virtually:severyonévin:zthezstatayr i{7e.7rthereziscatubliquitoussiviaa
presende of itelecommunicationa=sexrvicesathroughoututhetstate. {Ird=
zSecond; universal:sexvicé-meéans;that stheiratessfor:suchtservices
remainsreasonableiw Yo ,yoaopA esdivioR femuraod Brin oipita odi es
a4 o annssTheo-lattersmeaning:ofiunivergalc-sexvice has résulted in
the.developmeént ofrivariousckinds:of:-universali:’service fundingisisx
programsi%ﬁ:ﬂoﬂever; theSenpgogramshmust:begevaluateqfand Laniviesn
revigsed; 1if-necessary,to: promote iuniversal-service inca .adner oo
;competitive environmentsi Nicw s no bBasuch (fnaixe osrom ol ([lbw
The first funding mechanigmiis:thegCalitorniatHigh;Coauj
Fund (CHGF) 71:» (PU: Code [§173943)..{:The.CHCFrallows high cost
companies;{sugh as:the smalliand- meQiumrsizerlocal(eXchangeont~~ o)
carriers (LECs); to regeive funds to.recoverithe relatively:highse
network-costs of:providing (seryice incargas.of ithe;statecthatzolis
producevless irevenue; i This:fund ensuresthat.cboth iresidential and
-husiness: customexs-in-highicost.service:areas\of: the ismaller.sized
LECs-have -ac¢egs ito;teléphone [sexvices at reasonable pricesds/Thes
funds areqused;to-keep:both-regidential -andrbusinedsrates pricedi
ead mofecisoD 2id3 103t tunco [flw yolfog ooivioz Insyosviay

.etntoii e 10l nsfq sviviser {sevoviau bsaiver 6 bajqobs ybsoils

SI3u/Anotherwsuniversal service related-programnis the Deafcand y a1
i§ab1ed Telecommunications Program. ~However, at thg present time,
this proégram-d8es noE dppeal to6pd inTeed 6 8iredVd1GationyoIsay
.hoeaivar ed ol
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aoiviod (eagovind 1o elsod o VI
below the actual cost of providing service.® Because rates are
averaged between high and low cost areas, and ptofitg&ﬁslgggﬁ}esgﬁ
pxofitable areas, Pagific Bell. (Pacifig) and GTE Califgynia,
Incorporat?d {GTEQ),, ,¥hose . sexvice §¢rg§tqgies are guite large, do
not, reqegve funds fxom gge C!]ICF‘Mo g;ead,Jtygnghiqh §osy areas.,
arg;iQE?anallyhﬁbe§diaed by, their,voxe profitable exchanges.p .
subsidieq between p rodessu iDe8, . And(QEhex s SQUEGES, Of  FEVEDUES - v
b . suoBNe-88cond, funding, mechanism, s the, Upivsraal ifeling.,
Telephone SerVi?eISULTSP -PXOgraNm, . The YIS program wag,greate ;o%&
regponse, ko the Moore gnixerselosqlsphonq£$?rvi?9eesslwhich became
law in septembgngg -nsa(pua ode,5,871.8 FnﬁquSJQSB?raldgrgS ayeb
0183.), 5 The ULIS pRogram agsures.that,ingove sligible hqusgholds;,,
havexaqgggﬁng tg;ggyqu ryices .at a fixed and, affor able_p) 3qe
by offering these customegs basgc1¢2chapge §e5yicesﬂ§tu o3 Bnviovs
gubstantially. loﬁﬁgvpr%QerannggL?q REQIRAN 59,2, 053k gwide
t,i3,3vailable  to.the LEC, g XIng kN8 oy von
PQEE;QU£§El%?ﬁa£;€§%h§ngﬁ;up( 1 ol j;uu fenordiths e vilbivorq lo
® aAssociated yith the concept of .the ubiquitous presgnge, of

telecommunicatiOns serviqgg,igqq {gggpnable .rates, . iSrEhe "bgqicfrti

[ RN

seryieel. orr;r'basicne%? ange seryjqe’ concept.;, Thig;is the idea, .

that.a. certaiq,minigpm level ;of sexvice should. be made ,available to
everyone. s park.of yniversal servige. . Basic, sgl:ge,cehemgtthﬁ e

Fa -.I.K)J

bagis jupon,which, 814125141?8 are, derixsdman@ wWhigh;ss
at reasonable -rates.., F i enrrfvod ot _gpxﬁdj

geldodive ail) oA \{ﬂijﬁ'QJ anod ifdoroeld odsboonos DIuen Jedl
isitd paniddomon} r1evo bopneds oyow goodays taoliillle il Joodeonosd)
JAvebod vwrdeubnl mpoildsoinussonsied ol i ywitetslupnst diiw anmoegged

T4 TTThé Gurrént CHCF “Subsidy [iscapproximately $48 millionos douos

5 Prior to the enactment of the Moore Universal Telephone
Service Act, Pacific and GTEC had "lifeline service” programs in
place. Those programs offered discounted measured rate service.
(See 14 CPUC2d 616, 624; 77 CPUC 117, 184; and 69 CPUC 601, 676.)

6 The current ULTS subsidy is approximately $360 million.
o3 pninisirsg 2n basiaposoy yiisitsnap ai sdiviezs {reysvial

.ausrtodaun faidnabiac’




R.95-01-020, I,95-01-021 ALJ/JISW/sid .14 (S0-[Q-C0¢. T (000 §0-0€.4

IV. The Goals of Universal Service
96 modes onpeosid  Voasivisae pribivosgq 1o Jzon fesprdon add wolod
Aiaﬁh %inrzﬁﬁaﬁiQOEq bne oot dson wol bns rpid noswasd Dupsisve
IR AR sTh1REE €eLhET intvéREal i 3820 cen 18 End I {ad i thide
311 pedple? havR 362633137 Endsd teidddmminidic1dnaBerlidegoc onat
ne¢es8iry  tor Bate1tifde 18”1 tontdnpdraty E3életyivVMo8L padpiea’
would 2gPad thic? tnid disdns®4°te1éphdndd 1hiv8iery idmel 7o Bidpita s
may’ a2143Y 3Ver whathde? cha ¢e1Bphond " 8héuldvraspaRE S uRivErEaY 2
seVilal i3l RdraY Ehdn the?bars Ridimin8£Pp¥dvide diai tone, and
ProbVida®aacass v67redd 8pd¥atdr and“dmargeddy Horid¥ss? onodqoleT
oreond dotiidadeal  8apV13d°ndd [8h0l 08 BVEY 1Y °Td Ehe®8ar iy
days*3tth&"1#diBrryy “iniVetba1®sal0icd T heant F8Led87ES g% ni whi
te13pndfasvpdrRAGECASE 8VenTint6id 15 HORES TTELEHENEV5108d ¢4 hédn
a®phéfle® {73827 32 nbiE, LBt 1a8cdBsPES 3 7pareY 1ind?? Bleritdaliy?Vie
evolved to mdSin®3°51ngle psfty 1ind2id tRe"R4AEY orory prisllo vd
b UiRid2efoldt I6A5R4H BA HxpiainedTh dcdnsnicVEdidd o "HHEA
a new teléﬁﬁoﬁéiﬁfB&uggdo?dée?Jiéédfét%HErS&uéééf Eﬁé*ﬂgﬁgfﬁiifgggt

of providing an additional unit is frequenti{’abdvd=avdrigd adsi 4
T1n26¥d32 odep1 8y tHe “Hdrvicddcapital folit 1y st “68bur.
Busifitds #i11°Fecsve thddE7coEEd FL6m EG5E8MEEs i Ad "ERE Servidés
becdibd fdde widdly depidysd,; mavdinal E55€73:8ps e When marginal?
Odo8tYfd1187 belsw avebigaiost¢he Bue{ndsd migh€ Eond{der mak{iig?
it atigeaddard éptisnd 2 Bor - EXAMPIE, 'RANYVEAYL £6rni &is “HrobAbIFY ?
'Y8riemBErwhdn Y481 Ag {4t 86 €8N “phorie Fme A€/ AV Ing “dR Vadd {1 84T
charge. This is because the utility needed to -{fisfalYy'gifcénss 7+
that could accommodate touch tone technology. As the switches
throughout the utilities’ systems were changed over (somethiﬁg that
happens with régularity in the télecommunications industry today),

touch toneicapability [became.qommonplace At the same-time,{with~

enogalet feertsvinl orosi oz Ic Jns=mniorng aidld od 101194 2
il 2aspotd “ooivias ontlsiit had D310 bine o1lioed [ 40A sDivios
.ovivyse edsy bortuassm bsinuodeih bsiolio evsiporyg sacdl  .sdsig
{.3Va 102 2U9D €3 bas $248f (VIP 209D VU (859 ,3£L23 DBEZU4D pE 922)

oifLim 03€g yisirmixorqas at ybiadue aTJU'jnaxxya.sdT a
7 Universal service is generally recognized as pertaining to
residential customers.
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the opening upiof[AT&TJs monopoly én: consumer telephone equipment,
consumers werd’able Q§Pé9 %5}% §?@ g n§f£§}§' bﬁes, increasing

FICHY
demand even more:stVEntuallyuﬂthe Legislature: directed that touch
tone became part of basic seividel®" (DU ¢écad '§28827%)
fNot every- servicexbecbmes part ofibasic:service. Take,

for example, ¢éll &ai§1h§70“ whiiz h&e;esgitégloqéb[Falifornia today

2N poIa
can provide: calliwalting;bthefphoneuc0mpanyxst111ncharges for the

i =5 f
service. It iejpofjg?p§§§§§%§ é%§ 4 £ 1§§J §i$ate in society,
and, more importantj-is, notfwantéd:byzallxconsumerS}

Despite the recognized benefits tokébﬁiety of ensuring
that all pedple haveitelephonesser¢ice;vthererare.still some people
for whom the cost ofdbggic éefyggggﬁﬁhdufiﬁ%ﬁ?}gnq§§stacle. As
described earlier, the Legiglature therefore has mandated that all

3 vo Y o f17) MO
customers eﬁgep% 19% inézge fe i iél y% fqgﬁgy‘lnto a fund

NSO _., Jl “’

that subsidizes“bas1c telephonéaservice foxr QOWEincome individuals.
Similarly, there’hfsdsdRd 322530 RESRPERLTH a?é}ﬂ%if&ost of building
and maintaining a telephone network exceeds the avexrage cost. The

CHCF exisats, g é#uoéﬁh(bpgéplé in éh ’érég "“gillohave service

il Je
that is affordable*ﬂ’:gz« EEt o T EAET Y ;if o2 “L)(OAN*fJ
B Positions of the Parties Jiotdeosube Jorid obivoyd o

P R RV A Y]

Innbhe~OIRIOIIethat11aunched thisgproceeding, we asked
it nolging 3 [
parties to cdhm e§§68§; é niyé§é§§rseryige %@%}gﬁ &ated in the

Infragstructure Report and AB 3643. Those goals were summarized in

- f0} a;:Jinqucqa' colaveb bias svionssd o

the OIR/OII: Y aotdsvonii hae vIiLidixsll [nond
o Guarantee that high-quality basic

einop ovedl dtélecommun1éétionsJservices rema1n Ton el
[ro {3 ”5, i le_ and,affordable con 1e11ib dud
- "’ 3 2 1T g?m 18°ieg afcué!" “itr §ﬁi’Eié~-=~~ $0131b Jusd
JON PR IT R J:fculturalqjethnic} physicald gedbgraphicjtoransatsliid
income considerations; woled

Progressively expand the definition of
basic service as technologies advance to
avoid information rich and information poor
stratification;

AC0-r0-2e.1\080-01¢
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liierpiups o oEnshre consumers havé*access térallither pitnsqo o

st aa” i . Q a n Qr o h FUN iR isiain
DIR6QLDIL i‘ ¥ i#\il rmédqgh%f g% éggﬁt‘ I9W @EGIIano:
SRYTRB IR badtelecommun catiohs ﬁroduéts rand/sexrvices nave bLiensh

(an'gl;ho_w tO bes»t use. ?hgm-f-) ostend Yo dyey osrensid ool

ceAnT 50 o 1 Ensuke that ﬁniversalasérvicetprograms will

e ‘o allow\g nsumers, to gelect a var e
(nbod pinaoliis hnolggiéé‘o féted? § comp t i g ofqgurxn 1ol

ot rod vafrénd ensuresthatwcarriersiadherettovthé samaivoi1q neo

feriovo . i
cesmiocn e aas SREEMARSE RO IR kpusantitegt 91 otvaon

c0mmon carriagejireliability,sprivacyjcand szon Fas

piltfaing 3o ,?EPr §Yiy asirensd Loxinponot oy odigesd
afqosg onca Of tRedesigntuﬂiversalxservicé;financing 861ity (s 3sd3
2A .9Ionjuide;c??€ 3 fundiggggnggéHD?g ?o 8Bon oy modw 101

({n Isdl bsjfbmt' oed o103gsadl JIUjb %i;inil. arld t1eiiitse bodliunebh
Y R o Y incen icienc tQ o dn
onot 5 03n® B F T R LTl nE LoGealala  slnanyp eonovavo

_alabivibni or-required for universalqsérvice andstox qx:b;.du 3arl3
onibDitird Yo dao! )a}nigin aff?rdgy‘!n 'prig"?s for bg?il)c oy yiyesliall

SRV Jaoo opsiovs odld absanxa Mucwion soncidqgolsld s paluisdale:s bis

Siviow suntOr PX vidi cen as need o, promot
tviow svod Ul 910“§éﬁt 6f§éd3§ncéd télzgémmﬁh{ PQ §ﬂsej Ixa HOHD
technology to all customer segmentsjdkoxoiﬁs ar Joitd

o Provide that education, Bh1Eh!cafd 1o wnoldizod .6
foxae o ,gncommun1tyvaﬂd governméntal?sgibhtiOnsibesT
‘ . i qpeg o be early recip gntq £ th
ot st jfbenéfi f; he i férmé{'j ~Q 1}‘ G0 03 eniidreg
7 bosiiteriia otaw zlisop opoill (€831 BA f‘.!f) J1oq: )5’ srudoutiessinl
o Preserve and develop opportunitieg for 1TONSITO 1i4
local flex1bility and innovation. : - =1
aed y3ificup-iptd Il ooldnstsud o
The comment1ng parties:generallyuagree .with these goals,
> q{-'l 0% 4 . Ic i
but differ someyhag ¥? hg Sthe” E§@@§s§%5§ﬂé§§r§éhieve the goals.
leferenceswthat{parties haveiwith thé:statedqgoalsware summarized
below. vanotistsbianon N“:-'nr
1o noidinkled odd bnsoxe yiovieesitposd
o1 ooarvbe azipolondos’ es apivisz Dieed
1ooq notiev1olnt bns doix nmoidentolnt biovs
snotidpnilitsiie

8 R.95-10-020/1.85-01-021, mimeo, pp. 4-5.




s 1GTRC would¢add  structural-neutrality as:atgoals oThe oo
Smaller Indépendent1LECS:suggesdt that,the.goalsishould be:divided.:
into:shortitun,attainable:gdals; andilongsrunsgoalsio ThersSmallsy;
LECs suggéstothatitheigoals:aré-really.:dbjectives;-and-thatsza) uyen
réalistic policy.issless ¢bviousi-Citizengidoesinot agreesthatiiog;
universal servicé should.sbe:progressively:expanded,; >nor doeg it 1;
agree that interconnectivity and interoperability belong
universal service docket.’ Citizens also believes there.should o
beta cledrercdefinitioniofiFcompetitively neutral.fo g ar

~11Publid Advocateés:suggestsithatra:goaliofruniversal,should
be to ensure thatrallsproviders:ofilocal exchange:services,;be;inon
requifed>t63achieVeeaiuniversaleservicexpenetratiqnir@t&;@fiaﬁneia“
least 95%1foranonaﬁbite]anda1imitedrEnglish?sbeakingihou59h91§§goxq
TheiCoaiitibﬁ7ﬂwhich gepfésgntézsbgeqofﬁthe:potentialoproyiderﬁ ofr
localaéxéhéﬁgéiséfvice7fé@réééﬁwith this>goalads bayabro rnoiazimoD
As for positioning education,.health:care;:compunitysand;
government= institutions tos>beséarly-recipients>ofsthe -bénefits of
the rinformationf{age;vimany ofsthe:parties:favorssuch a:movet: Thel (s
parties whé tomménted-onf{this:issué believerthat these>types ofindz
institutiofis-sérvé arlargerifaudience;i:and thatssuch-aipolicyswillag
help:to eliminate theistratification:between:theé:information:rich«q
and the: {nformation poor:—rSoméiprograms:ares>now: iniplace toitarget
thesevkindsiof rinstitGtionslivHowever;d few:parties:presénted:ideas;
about howithis goalican be:réalized:over:the:long: ¥uni: et iupoy
JnsdiisonThesClty:6f Los Angeles suggests c¢reating: incentivesito:s
encourage-téelecommunication providérhitoisubsidize;gducation&i_BQSJ
access. Citizens believes that the competitive market will

V-3 .qgq ,@20-v0-30.d 01

i bonileb 1ed3d 26 pninssn omre ord esd ID 03 sonsislsr 1O If
T 9isIntarconnectidnl and: ihteroperability, standavrdssare:besgtrydefds
tolthé Opént Altessiand) Netwdrk! Archiitecture: Developments{OANAD) 353
proceeding, R.94-04-003 and I.93-04-002. .bemener ad DID
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recognize education; héalthicarej=and:communityand.government
institutions as'nichelmarkets, taind thatomarketifoxces williensure- o
avallability of:fmodern:technblogy to! thesefldustomers,isCitizenss s
says that” the“need: forianyifurther market{pogitioning:of-these -Dx.1
institutionstis wlitimately:iavsocialzpolidy questionywhich should-be
implémented through~aslegiglative-initiative[undét byithe: (noexoviay
Commidgion.vinolcd v2ifidatogouadnl bos YIiviivosnnonroint 3ndd soups
C. Discusaionis asvatlsd onis saoxidid C dadoob aniviyos Iputoviau
In D.94-09:0657 thesimplementationiratéideésignsphase ofad

the fiew' requlatorys frameworks (NRF) e for-Pacifie>and GTEG,/ithe
commisslon>récoanized: that PacifidrandsGTEG:ineédeditds ossucna o ad
rgignifitantlyr fmpkoves theirscustometsoutréachsandseducationaliupois
progféﬁé*t6!aéhiebésaq95%3pénetrhtibnifate;fofiphonewservice! among
10w incomeyinohwhitejcandinon2Englishispeaking hoﬂéeholdSi%?soTheiT
Commission ordered that:Pacific 4nd+GTECG:file:moénitoring:plansissol
regarding ‘penetrationirates. noidsoubs piafaotdicey 1oY 24

io ottleThis 95%tgoaliisa>Commissionicommitment tozensure thatop
allﬂﬁépulabiOns-in1CalifoTniaiareqaffbrdedgunivergalqserviceinandjj
that!technological advancements benefitiallrsegments of the rmaiixeqg
populationfciHaving:alréady addressed this>issue inithe:NRFiu1itani
proceedingjr we>do’ notineed toladdresst ftifurthex; exceptito stateén
thats in>a competitiveienvironmentjqthe>samerrequirémentsishould bis
applyftbﬁallacarrieté}ﬁqWesthereforé{willqapply}theimbnitbringaasﬁj
requirement toithe:otheriproviders:ofslocal exchange servicej suchs
as thercomnpetitivet local carriers {(CLCs)4 and the;otheriincumbent
LECs.33u0Thesézproviﬁéré!shouldcihéludelinitheiruannualerepgrtSJQus

[ifw 39dtce oviditenioo odd Isdd wovailed zrasiiid  .z225505

10 D.94-09-065, pp. 6-7.

11 Our reference to CLC has the same méaning as that defined in
thetdocals tompetitiont OIR/OIT( datedyAprili 2635 1995300 Mes> aréraware ~
that{’sofied parties> havel suggested{int thatsproceeding; thatithe termsy
CLC be renamed. .S00-20-£2.1 bns £00-20-3¢.5 ,pntbsovoxg

- 13 % -
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their efforts and achievementsito ilmprové telephone penetration

rates in thefr service territories, especially among nonwhite, non-
English speaking and low income households., As discussedclatdr, .A
their performance may be aconsideration<in determining whether the
provide®’ should ‘be' alldwed to:become "a designated:carrier ‘of -lastu
Yegort:y: oye asibicdos ol wod bas (avienoy [[iw agarodaud andivion

v 20 We rgolicititinput ifrom iparties,rand ‘suggest . fori.the voidtfA -

Legislature’s ‘consideration;: whethey..the''standaxd by:which:tHe:95¥%
penetration rate is measured should be iimodified :to use:income:as ab
‘the' only:variable ‘against!iwhich ‘penétration.is :measured’ We would
like parties? :thoudghts iand rdatd ifiavailablerron whether middle 1o
and higheY-:inconethouseholds,’ regardledg- of  Ydcep have higher.oivaq
penetrationtxates than! low rincome households Al oW 02 pitiob or0Yof
v {55 Wes believe :thatreducation;sliealthrcare plcskiminity,t :and do
govarnfient (ihstitutions 'should be in'a'position’to :benefit«fromithe
informatioii ‘age:i'Absent’‘Buggestiolis to the:contrXary;;:webelieve on
this ‘objective ‘canbest: be achieved by :creating and ifostering the?
developnent of> a' competitive: market i Poteritiali providerd.for.:this
market! mustirealizei'that: making ‘certain: kinds :of :telecommunications
sexvices widely availablelito thesd/institiitiong williidcreaserizcol
demand.* thereby eéncouraging the:development! of:a> market for: these'™
products and servicdesy: [szyoviau 1o 2srg B syolovedl bis [stlnozes
tomooh o Anothey way (o position theseé kindsiof institutions to o1
benefitt from' the ‘information age-is to provide' for.rspecial :ratess
However}s providing 'speuial> rates':to ‘dertain clagses-ofi‘customersi»l
to: thé! exolusion® of dtheYs fori'the: same :type' of' services;»may: be:ol
cont¥ary: to PUrCode §’ 45371 and: its” prohibitionfagainsbiidw aovlivyes
discriminatory” Yates! and' charges.iiiv acnivios [siinozes szodl ui II
.osiviea oiansd

nordiaiioll o3ivind oientl .U
noidouborinl .1
lo unviesbsr a1 o etevisns Tuo ni gode 3Jaril odT
Hdoirw =oivias oiand 1o noldinilch 5 oviieb oI 21 sdiveos [anyovinu
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it ot idwion paetn yifsioenna Jesbiogitiod onivres sl gl eodes

A. sIntxoduction ii uaA  Leblodezucd ecornl wol bis pniXeoga dallpn3

universal serviceibecause it .forms:the building block :fox; what voyqg
services customers will receive, and how the subsidies are derived.
Although.the ‘texmg basic:sexvice :and :basic.exchangesexrvice have
been:freely used throughout: many. Comnisgion degiajons,. no .onezipal
decision:has :defined what-cthati Means~ bsiuessi 2t 936 O1IRILIISNGY
bivow ow In:this:section,: we focusouriattention .onhithe definition
of :basic service, sand :whether the definition .neads,to be.rjrrq oii]
periodically reviewed té refledt:.new. technology:and.marketaivid bns
Before doing so, we need topoint .out,that, the fourth -stated rynnaq
objective ‘of  AB-3643:.was to /!Develop a-iprocess .to, periodically
review "and revise.the.definition of{universal.sexrvice:to xefleotrop
new itechnology,"and markets.t:: (Statutes1994,>Chapter:278,iJzm10ni
Section 2s(a) {4)v); We believe’ that:the. referente:to a- pr0c§$s Ltoi
review (and -révise (the.."definition.of: universal; sexvice! was:meant:poH
to referito -the .definition' of basic:sexrvice..This is, apparent:by:.:
looking :at:Section: 2.-(b):{2): of: AB.-3643 » which states; in, part:.that,,
vthere: must belan:ondoing:.evaluation. of which services; are) deemed.
essential and therefore a part of universal service.!: :The »inuboiti
reference :to the:*ongoing .evaluation of:which-services.are deemed
essential®; ‘suggests that«the periodic. review, contemplated:insthe«d
fourth .objective was, .for, the definition: of; basic ;sexvice,;apd,notoy
for:.the -definition of; universal: sexvice. = AgjAB 3643, notes;, those,:
services which are.deemed &sgential: are, part. of universals seryice.o
It is those essential services which.make, up:the, definition: ofio=iih
basic service.

B. Basic Service Definition

1. Introduction
The first step in our analysis of the redesign of

universal service is to derive a definition of basic sérvice which
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¢an ;accommodate itechriologicals innovationsoi:Currently,s basig un at
sexvice répresents; a-set.of ;teleconimuriications capabilities whichi
consumers Ydceive. when they. order: service from:a monopoly:jocal (i
exchange:caxrie:;:rThOSeucapabilitiGS'haVexdeveloped_ovenpbimen:and
are expresded :in .various Cotmission decisions ~:i:The basicserviceq
definition-also sexves as' the basis fori decidingihow much lowoinrd
income customers -should: be>subsidized under.the ULTS program, and
what services Bshould be :subsidizedih high-cost.’areas. The 1inilebh
importance ‘of :basic :gservice is :that :itiiserves :as’:the :gateway,t oxiga
the connection .to,iithe telephone: ‘network. L:Without: that:connection,
a person’s ability to participate in society is limited. cpridnold
ieidd a1In defining basic sexvice) we arennotwsaying:that all
basioi'gervice throudghout:;the:state should: ‘basubasidized s34 Instead s
weiare definirg: a levels.of: service . which-all: locali-exchange ezaso05
carriers! must  provide® in iCaliforriiar 1£{ they.want: toavail: puiissqe
themselves of the: subsidies.i> The definition.of basic sexrviceoilsd
should be>thought of in terms ofiwhat isia-minitum: -1evel-of  service
. that: consumers! have:come -tb lexXpedt - ori-what isexvices :arxe essential:
torall: residential :telephonhe.-customers.:="A provideri canialways vion
of fer mofre! than:what: the:basic service definition:provides.: «ii3 ai
i53.2:5t Pogitiond ofl the "Parties basinsteup osbulont lausy adivies
sived o431 pacifici and: GTRG: propose: a:similari:definition”of basic
service:z Pacifio: advocates a; definition developed by theiUnited ==
States Telephone Association which includes: voice grade; adcessy to:
the public switched telephone network; the ability:to:place and
receive» callsy> touch! tonerdialing;t sinylef party 'serviceyidirectory
listingj>accessr to’ operatorx! sexvices -access: Yordiyxectory,p ooivisw
assistance;> arid' access' tor eheérgelidy ‘seérvices.i» GTEC'g: defipition >
wouldiadd» équab> accebs:to iintereXchange! carriers:-and:access to sioz
telephdne>relay>’geérvices :to" Pagifié’s distivsisz noiidenyolnt zs rdoua
s 23iro295'Although GTEC "‘does not{-indlude flbc'éi'l?;'usaig'e-'iiﬁ':ib's' fsminim
definition of basic service as| part-of:-its stkategy;for.the FCC Jox
universal service proceeding, GTEC states that the issue of usage

- 16 v -
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is an igsue the .Commission:may.want: toradopt«foyr Califdrniav:>.GTRC,
howaverji‘pointsrout: that to implement: a "support: programfor -usage.»
will ‘requive -addressing ‘the problem fof: how .to. compare-different: ron
iareas within<the:state iwhich have' different::calling ‘scopes npiinidsxa
Pacific quastions Whether -locdl iusage rshouldbe;included:as partrof
basic service, vandistdtes fthat rates’ for usage'should cover costs.:
Pk e 0 DCAY, ‘DRAL (UCAN :dnd’ the Coalition’ propose :similario = onnt
definitiofis of::basic'service, -but:indlude .certdin-Californiaa irrw
specific+items ‘such-as :the ULTS rate, access .to custonier :gexrvice, i
access ito ‘information' ahd 800.servicesyyand information' service /13
blocking. .bottnmil al yisinsca nl o93nyioidirg o3 yIiitds e‘rniouisy &
fir, jerPubliocAdvocates, :0n behalf:.of,itsi glientsy> state that
the cimportarice 6f :bringihg-universali:serVicerahd full -and:equaliard
access torinformation services:to poor;: minority, -and:non-English:;
speaking cdommunities:i:.cannot! be understateéd.ii Public:Advocates>itiso
believes ‘that :theré should: be "a:'goal’ of :indoxrpdrating advanced: s
.technologiesinto:the: definitioniofibasioc: service.1{'Public:d bliucia
Advocates says 'enhanced sérvices should :be ‘incorporated.into,basié;
services when: thode ‘services :-become:;:available’ -to 51%.0f;customers,t
in the service-area:i 1 Public ‘Advocates also.contends: that:basiao:1lo
sexrvice must includée guaranteed capacity :td! handle>datastransfer.
»ivend i<Ther California; Alarm ‘Association: suggests: thatlithe basic
ser¥vicer'definition:include theé:ability, of: thernetwork: to! sendivias
simple:datawhsip oniov :eebulonl fintdy noliciscana cncHAgolaT aols e
F:ri3 oo:Digcussion ids oii 1xutowdon snofgels) bsdndiwe ol fdirg odd
Y1oduat i DRAYEUCAN *and «the . Coalition's 'definitionsi of:basiosvisvox
service generally ireflect:the level of:basic: service:Californiauns:
currently erijoy = Pacific and: GTEG!s) definitions; tend: to dgnoreizas
some «of :thecorsumer-protectionsi.Californians: have, come) tosexpectyy
such as information service blockinhg.sd The -large:LECs; advocate;alsz
minimal :nationwide:idefinitidn:which!in mary ‘Yespetts.represents a
ret¥éat sfi‘omxe‘stgblish’ed -.Co'mniission‘t'poliéyj.~.r*1.ea oized lo noidinilsh

spsey 1o swaai 243 Jerlld sodsie DITO ,paibsscorq svivisa [sstovimr
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Lrurd oAl We! propose’ that! Basgic. servicei should -include :the
following eléments: (see: proposed: Rule. 45 App:t A).tsa speXosg anivian
(i .usvi-o-+Accéssito .single party.local: exchangeis 1o uoisiatish

R R serv}c sind gemw ednnfliax cuis cpadnsg ooilvins oiand
o Access to interexchange carriers; 155aK9 01 cron
3

- e 8 ¢ &N 1y v T~ ais a
vy RETIEY O b1Ake and' ’re‘&ailf P\GalTEy onls o
1i ,:_:;‘191.):‘. ot opneidoxa {snol [fs 10 cega oy od bivorde arpmtnes

0. Tou?h tone dialing;

(Entian  2yon PR NP casgohs sesw pnoiltialleh dnosoliib
—_ inttno o:2 Rreei access :t0>emergency;.servivc'es,-ne.':ejeuo 1o ayosp
no reaﬁ}l(ﬁg}};) ovized Yo afsvol 3noxollid .eositvion oipad

bnes floveLifeline:rate. for -eligible; dustomersiiont :}?f{qﬁxgamab

1 1o é‘-r—,AJ “ r 3 vy {asi .
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o0l navep ¢ j bserv1ces and*onertime billing adiustmentn_nn priteod
. h?rg 3 Cctrgg d dnadvertent
mlstaken ¥, were’ uﬁ%utho}ize
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a.fye ‘Balieve ithat{ the proposed: définition of:what the basic

service package must: inglude: at"aldiinimum-is. a:'reasonable pnivoflol
definition of whatrake: essentialt telecommunications . services. The
basic service package also reflects what telephohe’customers have
come to expect. (TR SRS E R 9Eﬂﬁi“*~“53ri G2 o20annd o

We also believe Shat, the. f}nit op\?f basic service
minimums should be the same for a11 local exchange providers. If
different definitions were adopted 235 df}'g?EEE{ﬁfobidErs, certain
groups of customers mightt! noty have access tojcertalnlessential
basic services. Different levels of basic se%@i@%‘ fased on
demographic factorsa-could: advérsely ‘impact: econoiic: growth and
consumer welfare. fo)‘pq1form)4g ipition allows 8, custopers who move
from one part of the state to another, to obtain' the: same type of
telephone service regardlﬁﬁs of”}q?atiqnff Hav{pgythe same
definition of basic service is also technology neutral, and
promotes fair competitidi! beth éé“jyﬁr&Jidef’EéH"otm§ro%ide reduced
levels of basic service. pInwaddition;sa~pnif0rm definition
prevents custonmers. frqﬁAhqyipg to, pur
not need. Having a single statewide! definition also*makes
universal service less burdensome to agminist; foennh o

The Green11n1ng Institute, which has: participated in the
local competltiop.glpdl‘F Fuggeg}gd_ﬁt_tpe June, 9 1995 full panel
hearing on local'competition’ that con91deration‘shou1d be given to
free telephone se;??i;f?;jﬁyhb%f P"”ﬂfmln ﬁhurﬁQIPQef carriers may
try to bundle basic ‘sexrvice with- othet:serv1ces and)products, so
that the basiec servicé’?gﬂkf2é46¥)ébt‘et BRI “fate. For the
time being, we beliéve :thab:the:idea offree: service: is;best left
to the marketplace to_ggp;gg;_cﬁr\ us ot pasvos oord o

JIDFAAVIZDS OnIvViIos S THIE Jredn qotisreolnt

s riagsY 93ivies .;olf; T¥al anivian
I J;prn fhid
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¢t Review ‘of:ithe :Badlg Service Ddfinition'? eovei{sd Asd
1 o Xnkrdductions Asid L0008 gsay ol [iJow badtiatvay ad 2on
itt brobirOne’ ofi theérobjectives: off the curkent! proceeding is to'io
create’ a’ mechanism toevaluatei which sexvices aYe essentiali-and o3
therefore! should:be' part: of: basie” sexrvice > i This objectiveé tseeanan
anticipatesrthat -as technology> advances’ new gerviced: Hay becomeb i
essentialitIThisl proceedinygiwill? adoptia prdcess’ fob idnitiating 1=
review ‘and:criterid for evaluatihyg whethexr!alserVice should! be' Adad
included: 4 basic’ geyviceit od Bliuods asnivioe wan 1sddedw osiasvlsve
2. Positions of the Parties .roidinilsh oanivioa
aoif3 The:phrtiesthave:yidely: varyings views! ohs How ¥éevaluation
of therdefinitioniofsbasicsstrvicesshould vecur »t patitiorsupportsh
formal periodiciyéviewieverysthreeitd? fivedyears.. 2 Pacific: beliaves
that:a servicézsholld!bebincluded?’ in basicrBervice whentit beesués?
essential-and acceptéd:ioPacificipropbses>thatoalservice be oniinoh
consideréd:esdéntialowhen notrhaving>théd sérvice wonld'erdatetdsadea
signifiéantsimpairdent toiparticipationt incmainstreanisoeietfyzsd 1o
Pacific alsévstates that markaet-pendtydtion &f the de¥rviéadhonldls
be in thé" 80%3to190%2range. In’addition totheipartidipation vizul
aspect and:thécpénet¥dtiof’eriterialdésaribadabovey 1Paclficroiidarlv
advocates aiBerefit/cost-testebaforé the1aéiviédis>{Acorpdratddont
intésthecbadigrBérvicesdef{nitionsivyas & ird) 2opptn noildilsod oAy

i ! IGTRQprdpddes ;a dinimimand’ maxifum period>betwasndt noddy -

F

reviews Sf uliveérsal’aérvice? 'ondératreview had béén édmpletddiace
new<reviewshduld not céommencs  f6¥ - two<yedrs?\JAtEerIthis twd yeae?
period:has pasgédfcpartiesédn petitioncsforia veview of €H& yoddonw
definition of basicrsarvice.cnlf-nd pétitisn’forsreviéwHagnbdsn ns
receivéd:withincfive iyearsiistHen~alnéw review’iavinitiAtdd.

5 a1 <GTROradvocates markde-adcédptanderaiid pablriaiintédeseiviose
criteriao <GTEG-ardues-that théd Commi{ssidnreduldihave €6 detsrminégs
that racnewsfeaturs fad-bdéntwidely fascéeptéd iand rehat it Hesmarpat fpnd
would not, without intervention, meet all of the Commission’!sbPoifsg
universal service expectations.




DRA believes that the definition: of-:hasigi sexvice -should
not be revisited until the year 2000. DRA rggommerids: three 1
criteria foriexamining.whather; the, service; should: be;included in
the (hasiao, service definition:: (1) (that-the service:.elément: 181 415
necessary-for..full par;icipabion:in‘society;ﬁfzkztd)promote:morewtf
widespread subscription :to;the.sexvicg;>andi (3} to preéventisginiines
stratification between- the .information:rich. and>information: poorius
DRA further, suggests.that: pénetration:rates may be:necessary -toivos
evaluate whether new services should be included:in:theé basic ulioni
service definition. votdind odd 20 anoildinod .S
rataey[svsThe Coalition: arguegragainst: periodicoreview:of the
definjtion,of: basic, sexvicerinifavor;ofza>reviewstriggeredsbysis 1o
penetration; rates. s The;Coalition;suggegts thatiwidespread:q fs10l
subscription;- for-example,oyexr 65%>0f residential:c¢ustomers; orjais
decline in penétration:among:lQw:income;snon-white or hon-Englishze
speaking. customers,sshould trigger-formal reviev:ofithexdefinitiono
of basic¢-service..:The:Coalition;arguessthat highrsubseriptiontipia
Instead, ;the;Coalition;suggests;that.the Commission:determinie n: o
whether.the.gs¢ryiceiis; egsential; and ;whetherythe-benefits:of jungasn
inclusion;in,the.definition.of basiciservice.outweigh-the costsavis
The Coalition argues that a servigg:should-bescongideréd:essential:
when it,is . negessaryqto _enablerarperson:to;participatezfully in
sogiety.or-to promote more,widespréad subgeriptionstoilocal cuwsivos
service.y Thesbenefit/coststest should-include-a-consideration-ofsn
whether the inclusion ofthe;service will-raise basioczrates:tocsuch
an extent:that;penetration;will decline . asiaxrresultsd o noiiinilsh

-

servige:b
o

seryige;
English speaking.gompunities:deglinergignificantly.overia-twormonth

==5-==

r if pepetrationglevels.in law incomesinon-white orinoniis
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it tpubliciAdvocdted contendssthdat énhanced>viiscoalls ods sl
telecommunicatiéné services.should become:partzof basiciservice! 1o
when therserviceris-availableitoi51% oficustomersinavalol
aocdyoDideugslon g suriving obaad o3 Jo noltsuisvens Insionilia
noliinilsTheipartiesiidentify.twolissuessthat theiCommission ineeds
to resolvelinireavaluatingbasic sérvices;{thezestablishmentiofialo
raview procéduréy sand-the-driteria for evaluatingiwhensa:serviceive
shouldcbeérincluded:in-the.définition ofibagiglgerviceil (sl tionus sd
stead loTHesreviel: précedurd can-éithervbe=asperiodic formaliodob
reviéwyedratherprocedurecaficbéitriggered bydatmeasuretsuch,asivioes
peiibtrabionsrated ménfitdred by theiCommissioény cAvrdrawbackstosthess
periodio formalireview:dptioniisbthatiit.may-initiate-asprocéeding:
whenstherezisinoinedd to bedause ndiservice meetsithe:ériteriaiforp
inclusionbin-the~basiérservidé package.=:'A negative aspect-of:thesh
triggeriépprOacha193thatiitéwouldxreqﬁireianiongbingi1extensiveau59
monitoring role-onithe partiof!thecCommidsion of:néw-and:emerging.o
technblogiés, .D.» slus Loecgorg ©32)  .neizos ysodsluest Jo sonends
We propose adoptingyalperiodic,nformal=review:dbfother .a
definition of the basic service package: vgadnrieeivigw keliiale - -
determine if services should be added or deletedifromithé pactkage.
The 'effeativérdateof:the:Comissidon?siinitidl=adoptioniof the
definitionvsofcBasicisderviéesinvthis:proceeding:willastartothe alsop
éaléulabiéﬁfofithe:éeﬁiodicnréVIeﬁJdate?ﬂiIntérestedapértiesrma?qob
file a petition for modification to reopen this proceeding. toi=poz
reevaluate the definition at the endiofithféeiyearsiifqolf no
party requéstsc3duchfazreviewiatitheléndrofzthatiperiod;cthen the
néstropportinity foér raviewiwillitakeérplaééothreesyearsthencezinIf)
a Peviewiis-reguestedrand>thisvproceedinglis>ieopenéd;nthenzthevice
next opportaiiby-fé¥isrvebiew will comeiatothézendrofsthreéd:yéars-non
o1 asipofonidnsld boosnsvbs saullib 3on [Liw Sodysy ofd Is13 svoilsd
noidinilob add er piol 28 Jedl ewpus yod¥  .zsidinussod bavisersbiuy
17 he. pet 1B19n' 2375 HoaT E{ 2R TERTNA1 17 BEIRT 130" b4 B BREBYE EndO
180thrdaysbdforéithesperiodicireview dateridsd psl [[iw zsidicumion
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from the effective:datefof thé’jadoption-ofsthe>ravisedidefinition
of basiciservicel/ 1. (Sge proposed Rule{4.C:,iAppz Av)tisoiauronaiol
Relevant:and>precise ériterialdréinecessaryiforzands nafdw
efficient reevaluation of the basic service package:s HWeipropose
that.ithei Commisaion 'consider-includingtaservicetinsghedefinition
ofobasic iserviéé:if-a~dubstantialamajority .ofurésidentialavicust o1
subsciriberssuseithe 1service; and accessito~theigeryviceiis-found;ito,
be essential foriparticipation inisoceiety.ardFoxitherpurposeof fuode
deterfiining whetherjasservicéishould be:includedsas:-parfiof basic

service,faiminimum:of-65% of:reeidenbialroustomers1musbjsubsqr1b93f'

to:thergervide:bThe 65%ifiguredindicatessthat;it hascgainedswidesq
accéptancejamongsconsumers.iIncddditionjsthe.quantitative andsiusc
qualitativéibenéfits>of adding:=the servicd to thenbasicisexviceadu
definition-must outweigh the.costssz¢y ThévCommigssionzshouldralsofoni
considérias<eriteriawhether:intervéntioniisrcrecessary.orqyiftappiss
continued subscriber.growthiand avdailability woéuld.occur fnttheinom
absence of regulatory action. (See proposed Rule 4.C.,cApp:(Av)oni
D. Prémoting:Access:toand >theiDeploymentjois czoyoig oW
of. Adyanced Technoloqgy

3 L bswsar M aJ L F o a 22 L3 ifin .'fé;'»_:'s [EERF IS .! W LAl r).;'\:’.f:’(i q‘fj 30 A’I‘\)_‘[ji:lijﬁ[)

cspodlsg Introduetionsish xo bieibhe o bluosdz esesiviss 1@ oafnraledh
a3 1The universal:sérvice QII/OIR-recognizedithat.one-of-they
goals ofjuniversaliservice:isito:providezincentiveés-toipromoténther
deployment :ofgadvanced:telecommunicationstechnologyto:-all igustomer
segments.uir tizao001y s (9acar 04 nolinniliboy w0l noifiides & ofi?
2 YPositions:of:théiParties =it 35 aotltailab odt odsuisvost
o1 nordSomespartiesiassertnthat:itsis:znecessaryuforstheps: yirsg
commissionitostakezanifactivéjrolesinlexpanding the qse;ggienhancedq
servidesiamong:historically.undersexvedilow.income;pon- -white;and 5
non-Englishuspeaking:Californians.: [UCAN:and:zPubliciBddvocatéss isxon
believe that the market will not diffuse advanced technologies to
underserved communities. They argue that as long as the definition

£yniysysal, sexyiss depepds on, pangtzation rates, underseryed o -

communltles will lag behindtin receiving: bhewhenefibsdgflaQVancedgg
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telegommunications sexvices, 7o -address.this:problem i1 UCAN
advogates -a market building.gxant:program,; ‘and,Publiq:Advdcatesnn
‘suggests measures to prevent utility redlining of [customer:classes.
i {dog UCAN contends that ‘in -the absence .oftintervention i, iyns
competing caxriers.will offer. enhanced,services to:niche marketsri s
whose .customexs canjafford them, rathexr than.offer thesexvices to
a broad spectrum of: consumersc-cInstead.of..xreducing the overalluib
subsidy,» UCAN. believes that:. a larger subsidy, will . ixesult hecause sp
niche ;markeks; will;.develop while applications.-that:appealitoiaocoss
broagd .spectrum of. the .public will--fail, which will.keep .subsidiés 1
high. L3t oouboa
anwvoi {UCAN :suggesats: ag, ai.pogsible; solution.to. this. problem that
the Commissjion create;a mechanism that, willswo¥k :to: xeduce' i Iad)
subsidjes: and promote. broad-based, affordable,>.and.useful er1o0fauo
applications;-. This could;bejachieved by .the :assegsmenti of alrowdisa
universal: applications dncentive..fee,swhich would-be.disbributed i
under:Commission. guidelines, through' parthership:arrangements. 1-UCAN
envisions grants distributed.to!state/local/business;partnerships,:
which will in turn develop applications designedto: meéetithe needs
of a broad.range;of,customerg,s This:could. thén:dead;tofthe
offering of:this,service;on a proader,basis,?which>would themirosp
reduce,the amount:of the subsidy required: tosmaintain.universalsbrus
sexvigein goiidsubordnt 1t ssofonu i 31 xaveweH  .eaoi Jeoilggs ban
z1Instheir commentsinf our: local: competition-proceedingcon
the UnivexsaliService Alliance :(USA)= advocatesiaimarket buildingini
strategy similar to that:proposed,by:UCAN;:iUSA(fears thatiwithéuts
intervénption:thesmarket will serve:high end:customers.«1iUSA
advocates arfoundation which:might- fand: community:teéchnology,n sro=
centgrgrthatzwould:facilitatesproductsdevelopmentsrelationships; (1o
between:vendoysiand:these consumers:orx institutionsiatarigk ofsitoon
beingibypassgéxbysmarkeﬁgfOrCQSJedTh133fOundagibn3W0u1d3beffundgdﬁ;
by telecommunigations providersis:di bDis zeinsayod palinqiniiisg [is
xiadl bos zaobivorq z@noliedinurooalsd yluno Zon \siodiiines
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HATPublidAdvocates iwarns ithat 1ow-incorme piron white and o3
non-English/apeakivigiCalifornians maytbacond victing rof redlining s
4:avj tho refusal *of radvarided teledommunidations providers teé gédrve
certainineighborhodds cunless the:Commisgion (dnteyvénds "V public
Advocates suggests that éachicarrisr be held Yeésponsible to build>
facilities rand ‘of féR (programmilig to undersérved idommunitigs withsht
aisdrimination on thé:basdis fof iridome 2 racejirethnisitypoy: broxd «
geography. J 'Publid Advocdatesalgs  contends’ that the<ided"of: Hriadua
second (tierofiiuniversally ‘available servicdes, fas” propoved in ‘the' «
Infrdstructure Report jivill eXacderbate 'thid proble rathexsthdm>1d
reduce it. plid

spd34 roldo The: Telecommunidations! Bducation: Trist i{TET)Vbelieves
that in thelfuture :there 18’ goihy to belardistiticti-clasgof 02 =il
customers WHohaveiaccesstorthe digithl}s brbadbandyd interactiveive
network. }<TET.'supports :the ‘{déa>that  thef people whb" cannotl affokdis
thé: hardware (toconhect 6xr the. mohey’ to!give thehn'atcesss should’ be!
:given access:through!schools;sdibrariés,e and olinics}foxi thrdugh iy
some’ Bortiof:public kidsks: o pay! phohed appkoath’lr ainsip enciaiviny
shecn 3vi ) Discussionnpinch enorisvilaie acloveb awrd ni [Lbw dobdw
ol The! proposalé! ofi UCAN: afid USAfmay’ serve: torprovidetd « o
greater; accessytol new: techndologies by bringing’ providéis!and il¥sllo
underserved: consumneys: togethek v to ‘develop néw Bervices; préduRts):
and applications. However, it is unclear if introduction of>thése=
services’ to-undersérved: consumeks willi stimulate sufficidnt
interesttin andcdemand> for:theséindlw seivi&és,spreduetssand inl o3
applications) thusirésultingringlowersc¢ostslady o3 aslinia ypolsxie
A2The. narrow: source &6ff funding €hat UCAN:propdsesiraiges?ai
some concefnuinThe/typeiofrapplicationsiUCAN spéakaioflinvolves fiots
only:télecommunicationsy{buthalss:softwaréj! hardwateand:pérhapaiso
certain typestofzmultiimédia production? condéquently;bifvsteh~asd
programt were® Eo>berimplementedid then2 itrmightiber appropriatedforisd
all participating companies and theirfprddiuct enditseravtodooisd vd
contribute, not only telecommunications providers and their
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‘ customers. V Howaver rthis .type-6f braadifunding vase igredrkentipd
beyond the Commisggion's jurisdiﬁgiéﬁ.auivzma ERESI s z)fgi}sfa vivostnn
ssiregtniasIfistead 'of ipropodingra irilécdt “ehis tinerega¥ding a
grant: program-forradvanded -téchnologyy: we “invité-further ‘Eofirlerk 'dn
the grant proposals/ 1.Comménts should covér ‘thecfollomwinyge b o4y

;v o U WRat iredomménded camount of cfunding {gnt =¥
necesgary for such a.grant progyam? iy o
N coviinolle od prulniipsu
o What effect will thé ﬁ}oposhltkave n
i ingreasing access .to advanced sexrviges?
y Noel qaddarias onimiodsb o3 hoinpigion
Yiade faan{iar, ¥ypes [of maxkey building grant

1 L LT Y

p
1P , £8.9,
e programs beeén effectiver n; yadio cion
o . Should deyelopment, of inew and gmexging o
““products and services:gkﬂgéﬁgﬁggmmggxgp
forces?
aoivios oiafd o3 dneateas foroid-owd ol ppibirpai
jtéj PEREVE Is the gené%éi fpn a morefappropégate v o
onT .1 .q Jifuliding’ sourdefoY- this type’ of PYdg¥am? 25w [scoqorq
ad biuvow fapgtaage, botoid-owt s Jedd pbaisida Jrcgsid osuidouwriesilal
Pbiuew Joshould ‘non-regulate ent£t1es or persons

simrd 1o qocont¥ibute -td”this' maxket biildihg ‘fudde: o7 boaplesh
. amiov fonoldnovion Yo dztenos bluow 39j3 Jexid o .ootvioam
2 1O% Yhat ‘aaditional Commission and/or other

vierd 2ol baregources’ woluld be' iveded: £ol effectively = =ofgo (o
6 nody . aofdminister, such a, program? o Lohis od casvos Ledipth

soivion 105! Whooshould Yeceive the ' gkdnts Uib'Erdeiito 10 Iiotss

- e .. maximize, accgess, to adyanced.ncn 1o bodien fcmmios & es
ge2=felele TR =t g XS Kt Ly nyncs O EROoneln [ICrTonD L 8s
PRROGIE BEY o) scommunications técgnology? i

aidd o1 drcgaue ehlU pnibnegxs ¥sbfenod Divow aciealemod od1 JIads
o How should we evaluate whéther such a grant  ,5ivian

program has been successful? )
afit 3r:id mirseque 2f ,ednormod al'Afd no hoasd

onsooe (ReA1iping. in,tglecommunications could;be.yiewed;as the s
practice of;denying, access; to generally available advanced,n asa =4
telecompunjcations;seryices,oxr adversely yarying the: texrmsjof; such,
accesg,because of:the,conditions,; characteristicsioritrends,dn: (oo
particular copmunities,; We;are;concerned that,this,possibilitymay

lead £9; fhe.dsyelopment,of i informat ion. poors communities;s

shisinQne,way.to go0lve this potentialyproblemsis;to requirerug
each LEG;apd,CLC t9o,9ffer all.sexyices,to;anyone.within:their viand
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defined gervice.area, ::Caxriers, however, :might.thenctxy to=-oiaun
narrowly define their service areasibzisup e'noiazis o0 ofd buaoyed
5, piatiThe-problem:that -vedlining,raisee dsithat-a:.determination
.mus}. be drawn between.the-.econemics,of certainisexvices;tand wheny
the deployment idoes . not .occuribecause of discriminationy rnru oy

o Will énrﬁﬁpliéitrproh{bit16h édéfﬁ§t“’

redlining be effective? .
(1L SVAND r:«*u:q o3 {iiw 30535 JeAW o

o ‘WHAU Ye&ondini € FOr maArXEC faStd¥d “Ehould be
consi gred to, detexmine whet er lack
Hiin1rga v Lahailabilifyff due’ to;y¢ﬁ11ﬂ7 g ‘or
some other caugé? : ! RERL ISR

o If redlihlﬂé’ié‘deted%éd A HEE”‘ ouId be ©

“ehe Féofisequinicdg? @501/ (5% bis’ aIDunotq
Sesdrol

Regarding the two-tiered aPProach to ??sic serv1ce, that
ola1qoyaas 2103 5 by Intaiop o

proposal wasgconga;ned(jn PUY Infrastructurxe. Reporhiat p. 19. The
Infrastructure Report stated that a two-tiered approach would be
LuoeYeg Ao ?Q'JTJEB baZstpyi-non b
designed to manage;the, transition, toward, a redefinition of basic
service. The first tier would consist of coqventlonal voice
doio o\bige nofanis Irnoidibhs

telephone service.;..n .the: second; bier)plt was, p:pposed that basic
digital access be added to the  Basid g6r¥ice” defifiition. When a

majority of jndividuals and. businesses,use the.second tier service

Ui i

3 LAnr N g 4
as a common method of conduesi?gf?agggzgfgr“}F§g§AIi¥ was proposed

VP
that the Commission would consider expanding ULTS support to this

service. JrsTp s doun reddzde aedsuisve sw bluoda wol o
Yiuptacaooug noasd asd msxpoiq
Based on DRA’s comments, it appears that the

teletommunications! dakket 15 hlvehady mdving’ vdvard’aigitdl access.
As DRA notedi>all BELVices: 1holuding VoiTd 3drvidds]®hill 336A°hed
chriied by "aigitAl signals. ! pacific AnA> GTECIoRhichi dar{avgioonlal
combined:'97%1 Ff thed hteesa! 1ined? in? caut‘o'fma‘:dﬁa% ARKBURdeq2o00s
plans? foki 100%1depidyineht DE1d1Fita1oswitéhing? by 19972 sludiding
Atz thd! present time]0 the ddEihition 101848127 saivied Fop!
purpdses df thist protéeding;idhould ﬁoijh%véxﬁaﬂded to%ificlude
basic dlgitalléédéssaOLThréfméy>chéﬁ§efiﬁ thelnear TdtuPdsagil dose
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digitalutechnoldgyjbedomes;moreadbmmonplacéal Poripurposes of this
universadl service proceedingyiunless comments:onithesevdules:; o> &
convince us-dtlierwise, sthé onlystier:of -basic:servicd (is théilist-
of elements that we listed earlier. LT oS Pvia
ol tideg oo eaotdestau yosslodt Yo noldcvboxinl oda il
caioaxaat of (VIan Subsidy Mechanism Propdgalglo —icia ile oint

Colting welansrved ol no boegsfl ceonipcdocs 4DHD bns 2000 pakasaixa

A/ iIntroductionvyino zhoon saiandosm 27JU s dedd sovps yIilatsasp
~4 yidiaa -The iCommigsioncrigicommittedsto .guarantéeingcthat -highs &5
quality basié telécomnuniications services iremain:availablerand {gxi
-affordable storall-‘CaliforniangpisIn:the universal,service :QIR/OILxn
the Commission asked parties to .conment(onchowsrthe:Comnission icould
ensure reasonable rates for:bdsicctelecommunicationsrservigeni The
OIR/OII also asked parties>to»recgﬁﬁgﬂéﬁgnﬁghﬂgﬁfgﬂawﬂféﬂswgﬁfd~»~
ensure universal service in a competitive environménbt.nr i
vraibnud We have given these :tywo issues (somé _thought ¢:1Reasonable
rates are intertwined:with:the -cirrent:universal--sérvice prdégrams:n
In-order:to keep rates ati‘reasonable .lévels,:the ULTSrand:CHCF :Were

developedy: In ‘addition, :rateshavVe beenigeographically averaged(so

that high cost-areas are:offset'by -lower:cost areass:i-A-balarhcel s
must be achievéd:betwéen the 'size of :the sgubsidies, :and:the:rate.bh
qfd3div 2r>One way - -to:réduce .the size ofithe:subsidies’is to allow
rates:to move :towar¥dithe icost. of Pproviding gexrvice byldéaVeragingJ
<rates‘byggeogrhphicfafeasxEuHowéVérfﬁsﬁch:agmové:mayﬁresultsinﬁwefy
High and unaffordable. ratesiifra rateiceiling is not imposed.:d o1s
sp.Wel-invite «commént: on.iwhether :we' should .considey 37unillib
geographic deavéraging of :rates.inithisorother’relatedcitijzg. o0
proceedings.y Speaifically,s we :invite . 'commentonthe:idea of: ({oiilw
whether rates in high cost areas:should be'.géographidally .¢
deaveraged,sisubject;:toiaicap; that ;is'-limited (to ithe lower of the
cost to isérvelior.160%:Sf :the iweighted average rate:invlow;COSbviuu
areas, .Jz1id  .znozsst ool rol Jedusw spoadoxe I[sool avijdiiegnod

jroqaite O boan sis D3I dnsdwnvont odd Yo eoibiadue Iesnfoini =6 pnol




s Yo acInstead:of focusing:onrhow:ratestshouldhbé(st&uctdredliﬁ
a competitive:environment;, we turrdiouriattention toiwhat Kind:of nu
mechdniom will-énsure universal: service in-a .conpetitiver annivaon
environment. JEnb e Diztat! o Jedr e2aerals 2o
With the introduction of telecommunications competition
into all areas of:Califorsilapithe Commisgion nedds to reexamine the
existing ULTS and CHCF mechanisms. Based on the comments, parties
generally agree that the ULTS mechanism needs onlyiminorireform iu
a competitiverenvironment. orAfrevised:ULTS:program<€an:possibly be
implémentédiBeforerasrevised rhigh cost :fundiisadopted.=:HoweVeryip
nmany\parties\suggdst thatirthe “subsidymechariigm’ for rhigh:dost.-aréas
i Yequired::more:thought<andplanning. o3 esidsng bodes noinzinnod orl
Bir Ig<Therera:Neéd:torRevise ithe Bxisting =2o3ey sidruozsat sxUans

:Universal Service Mechandems? . ;4 .y podes cals I10\AIO

1. Introduction:is osvidiizsg oo s i1l odivise [safoaving astuans

a(denezessThe ‘commenting :parties agree ‘that rsone. type’ of! funding
mechanism should:remaintin(place -for rincoimeeligible =i svs zaldsn:
. telecommunication subscriberd. =:The .commeénting parties also -dgree:I
cthatamany:areas ofthe:state-are -high:cost areasiwhich may..xequire.
a funding-inechanisms However;> theYe:appears:tobeisome: :ipid s
disagreementas \to ‘whether -basic services are:subsidizedns od 2z
wolls o3 High:ddst-areas .are not :restrictéd solely. to:aYeas within
the territories of- California’s 20 'smalland mid-<size ‘LECs,» but:iss
~include :dertain.exchanges:of:Pacificand GTRO as wellsoThegé :areas
are high-cost for. various ‘reasons, :such-as'ia smallrpopulation, randi
difficult térrain. b With the -dintroduction:oflocal-exchange
compétition,s.the Commission ineeds: to developa:'funding: ‘mechanism:op
which specificallyitargets-high 'cost rareas’ thrcughout Califdrniavig
2. ‘Pogsitionsiofathe Parties zevis 1200 dpld ni 29381 1oidiody

aiis Yo The.Coalitionsays that .the' preséent» system':for.ipreservirg
universal iservice :is inconsistentiiwith :the ‘developmentsofiia o7 J209
competitive local exchange market for three reAsons. First, as;sis

long as internal subsidies of the incumbent LEC aré used to support
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universal servite;y potential-competitiveiprovidexs; noimatterhows
-effiotent; willuface competitive disadvantage-againstveexvices:ixs
which-are subsidized. -Second,as long asicompetitors contribute.to
a-universal-service funding:mechanism.which:also subsidizes:thei,u
incumbent-carriers'sbasic:éxchangesservice;o>inraddition tos baviug
universal iservice:géals;vpotentialicompétitors mayi-be forced:toicn
fund-their-dominanticompétitor.«.iThird; the:currentisystem of-yque
internal Subsidiescean!bibe:-maintainéd overithe léng:run-betaugesrs
compatitionswillidrivesthespricdsiforzsegivices:from whichldsh(s11s
contribitions:-éutrfentlyimay-bérzderived closerstdstheiactualqcostiof
providingithosevsérvicesviionlis lo rasmyoloveb afs dilw srolunut
oix1sw-The Coalitisn proposes:zthatibeforesaynew:universal sobnl
service‘planJiéuimplementedf;the LECs:firstgdemonstrate:theineedis
for subsidizedibasicrexghangeisérvices{through- appr0pr1ate total
~ servicerlongrrun>incrementalycost< (TSLRIC) sstudies; 3 Secondijathe
LECs mustrdéménstrate-that,;xif [thelneediforia:basiciservice-subsidy
. does fexisty the-lével-of compétition for basic:.service must poseé;a
. ‘significantcthreatito;the LEQ!siability>to fund-the:identified:ooh
subsidy irequirements:iiIfcaftérisugh.a demonstrationiit:is ounsves
déterminedithatrarsignificant heed:for:a-basic:éxchangeisubsidy::iz
does exist, the Coalition believes that a competitively-neutralo:s
universalisefvicévfunding:mechaniem isirequired forxthé:development
of effecbiveUIOCallexchangefcompeticion:11:?ﬂ~w1 aod daun mainedoss
so6s GTEQ coriténdsitHatoto ensuréthat .universalyservice-isso
maintained in a competitive environmentjraipolicy:and<{progranineeds
to ‘bBé"putsiniplacer iThe:éOrﬂerStOne'ofxansmoothitransition to full
{pztaving axibiaduz 03 aszois 21 kodlden yovaledw 3rd2 nsdsi=
o4 Jeuwn nziasdnss szi'b-'uu vite, 3ed3 Ieniiiso vl 2i ,2Divise
13 ThélCoalit10nsdef1nes TSLRIGrasafollows:iszSLngfmeansjthe)n
Eornadzboaliingadecanen sl Do Lo ERE R Luiashe talt e S 1S TR
block/compoﬁenb*ofagroﬁp)ofonetwork:buildingpblockSICOmponents in
P T NV T SRR T v SO Ut A WA T
cost estimatésiare basedionsthe assumption thatsallyinputs:areiiie
variable.” (Coalition's Comments, p. 3, fn. 4.}
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16¢4l1exéhange competitionnissthe comprehensivg rxedésign S6fnroviny
existing universialvservicesfundihg-méchanisms torénsdire compévitive
“neutrallty,> GTECisays-that thid can.be-acomplished:by: movingsinw
univérsals service ¢contributionsifrém other in¢umbéntoLEC:cservicess:
priced abéverréportedicosts. to=a~mechanismithat'is-éxplicitoinyuat
nature>>>The rédesigniofithe-existing-universalyservicezinternalay
support mechanismsiensurés thatqthe.benéfits-ofslocal:-excharigeb i
competition:canibé rdalized Wwithoutijeopardizingathéigoal SLntoiict
affordablé and ubiguitouslyzavailablésrgervicevi:GTECiassextg thaty
rthezcontinvationtoficurrent universaldservigéipoliciesrwilldirinon
interfere with the development of effectivesldcalzcompatitiodhivoisg
Under thercurrentssystem;IGTEC-ddsertsithe LECsifacd asymmetric
obligatidns>torserve;ipricifg:¢onstraintsyrandlregulatorycburdensy
Iszen JFCIqstatesfthatdthe Coalition'siplan-pernmitssthéaduz 1ol
dévelopment of " effeotiveflécalméxchangé competitionyyand-prométesz
vthe ‘economicefficiédnaiesithatrlodalléxcharige-competitionzcan =041
bring:¢ “MCI contends>that thd Coalition's mechanism:is neutraly-and
does"“nétic¢ompénsdte"thd LECgifériallégéd competitiveilogsesidrilost
revenue coéntributioni:nIn-a conpetitivé-éenvironment; MCI:stateésgina
thatithé ' LECs imay+<losézcistomers~and revenié: ascacresultiof ilocalbh
exchande~competitiony oo 5 Irid povatlaed noizilasod st (faixo z2sob
sitergefovei:Ci€izens agréessthat thénurdiversalfservicésfundingowvio:
mechanism must be competitivelyineutralzrand:points:oéutvthatia- io
competitivelyIneutréivmechanism?is oneithatzoreates theileast
spossible-marketedistortionginsrruoriviie svitidagnod 65 0l bonisinion
{113 o3 sioiThe1Celldlar-Carriers-Associationi{of Californiai{(CCAG) o3
states that whatéver method is chosen to subsidize universal
service, it is critical that any funding mechanism must be
comﬁetitivelyIﬁéﬁtral among*%ervicé”pr6v1dersfﬂandrbhatfalldT £f
préVideEeTpndila hdaR’ ol $qul LRI ShdLe gagggﬂ PRI SRR L 0 P
i aJH“H(MFSJCommunications'Corporabioﬁj (MFS) pstatessthatcanyoold
sugsen, 41 ST SRS RUINC R T [ g 10 g e

S Lo I0f N1

efflcient1y1tar§étédvté he1p1those déservihg:0f ass1stance 28 Jz
{.» .n3 & g ,a2daex0D a‘notrilsod) desixsv
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{2) fundéd by:a“mechanismithdt removésifunding:from>theiLEC! rate::
strudturd;:andi {3):neuvtrally administeréd by.a disinterested >party,
such as an accounting, financial services, or information IREELTTR
management f£irm:) Incinoo dedid sihuiarucs asicsaviA ofldod
3 McCaw. Cellular:Communicationsj Inefs (McCaw)istateghthdta
thé Commissioni{shouldrestablish:a goalcof eliminating:intércéarrier
suhsidy:programss i sThisrcan~beiacdcomplished by:providitg>subsidy.i
paymentd ‘diréectly-to customerdgland nétitojcarriérsyisand by Jxolils
removing subsidy rate elements in-intérdoniéction:chargesigald tds
incumbent LEC8::I_ McCaw:believes:rthat-dnce théselincéntives to
report thighericosts:are-eliminated, randzcompetitionnidiintroduced;
thd ~incumbenBc<LRCa [will badiforced\té lachidvenlodérradstsuos Aglabrin
result,;! ratescshouldrdecréaserniTo r8ach tHisipoint,cMcCiw.statesz
that the:<Cémmissidn mustyord(i) 2désign arcollécriontmééhanism>forst
customer rsubsidiesyn(2)rcreaté”ad conipetitivelynentralcandasbuigmi
‘gffidiernt racheme s for-distributing ‘subsidiésj and{(3) ¢alculate the
amount-fof :the:requiired+subgidy: 3 oo wail o zp shaafrauxe [s01iidosiqg
‘l’ 101 et Duringithe Junéi9;:1<1995-:£dll - panel hearingiin<thecLodalil
Competition proceeding;::Pacificiurged that locali'competition-besds
delayed : until:-a’‘complete:sét of unlversaldservice:rules areéerputhbis
into;place. iisInfPacific!s ‘comménts :toithis/procedding, ‘Pacific~lls
recommends, that:the :Cémmidgioniadoptrancinterimiuniverisal *servicen
rate :element- £6x. Pacific!s cintexrconnection /dervice. 5.This would i
remain< in place until’a pérmanentuniversal cservicerfundingac nsidi
mechanismsis :implemented s Pdcific ‘argues<tHat lodal: ‘exchangg 1413
competitors ‘will renter the /market:’and -taKe:away ‘the chighfcallil osid
. volumdiublsiness: ‘and residential rcustomers.[i Due:to the rpotentialiob
- loss’ of: those ‘customers,i:thé ‘Yévenues cavailable ifoxr intarial 3 toqyo
. service cross subsidies willi:shrinki"and theiremaining cudtomersrand
the LEBCs willithaveito bear :the additionali’costs of1gérving
unprofitabl€ cugtoderxd. 1sbny sscivies [eatsving 10l aolis 3nemaflagni
as sdolcpubliciiAdvocates ‘states that zin ofderi:toffund wnivérsallA
service, there must be an identified funding source in order to

- 32&8 -
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maintainithetlong+sterm:viability-of théiprogram:s-Alse/ alluu2 ()
.providers:of-telecommunicationsisérvicesmust-contribute to thesi=
fund. i fractelnt wo Jeesivice [afoaral) L palnvoosti s oae doun
Public Advocates contends that central to thé issuerofra
subsidy. isiéensuring: thatithere:areiadequate:¢cost-studies to
acturately.:determiné-the ¢ostcof providing-univerdgalisérvices) Any
ingentives; foriefficienoy.imist-notrimpose-arbarrier:onca:company!s
effort to ensure:thatcspecialipdpulationsiare provided:withinc-iyvrg
affoxrdable-andiaccesgsible:telephoné servicés oie ybiaduz prnivonsy
1 =oThe.Small-LEG8 contend:thatvthé:best-method of ensuringi
the xeagsonableéness:of-xatestfor basiocitélecommunicationdrgervices;
andsfor ensuring1theIavailabilibytand:affdtdabtl1tygofnuniveréaldj
service,wis-to retainzthe CHCR+ cSince:the:small(LECschave to make
rateicasenfilingscby-tlecend of 1995/ tthey -feel rit:would beds Jnds
imprudenttoimake:charnges to:the “CHCR.programjat thig:timesro-otaun
it o35 fusThe Smaller Indepéndent LECs:belieévethat:there:is:little
practical experiénce as to how competition:will iimpactlowdensity,
high-cost exchandes:.i The:Smaller Independent. LECsistate that for
the-areas :in:which ithey are:l6cated, markets;aré -extremely limited
and :cannot support-multiple:carriersc :Because:of-these unkfiown fcb
effectsf;the‘gmallerflnﬁependent:LECs;poiht:dﬁﬁ:thatﬁan.incfégsing
number :of ‘other istatés-have exempted:snall-LBCs:fromicompétition 51
until more [data .is iavailablen=:;Since :tlie:smaller-LECS serve /lessss
than one ;pércént of -the raccessrlines in California, :they, reconmend
that the.Commigsion follow:therlead ‘of<theother.states ‘and defer
the intrxodugtion.of .competition for>local:iexchange ‘sexvices iinlow
densgity..xural::areas until :such time ‘as :thé. Commission-has. had-anov

opportunity.-to review the :impact-and effect .of competition in. high

idensity,:low c¢ost:isections of:;the .state€ v zoibizaduz azditn soivioz
viAlxTouch says - that:cthe iCommissionis, notrauthorized .to.i

jmplement rules for universal service under AB 3643> Insteadpigny

AB (3643 isays that--theiCommission is _tocsinstituté and complete an

o3 ysbro 1t sortpoz paibanl beilidnebi ns od Jeuwm stodld (osdiviasz
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investigation:onruniversal service andsreporthitgifihdings tolthe>
Legislature. cbodgebs
i-odr3.-Discussdioniy ,110\A10 sotviser {npoatavenu sl ol
woi dized s:Wecagree;withithe:parties:whigh-dtate that there isiaicqg
-needctoiquantify-the basidisérvicersubsidypithatsthe:subsidy: needs
to be explicitrandiseparate from:.the-LECs! existing:ratélstrudture,
and:that the mechanismimust:be.competitivaly -neutralcesItiis isd30
apparent.that (changeswillcbe needed:to the:éxisting . Gniversalovii
service :programs -fundediby, the :ULTStand CHCP:meéchanidgms becdusezoa
compatition ;will.allow ¢ompeting:providers ito-énter allimarketgoin
California. scinstead of:a 'single provider;:the:customer may haveono
chgﬂghpiggAQﬁgmqltiplezprovidersc%xThe:funding:medhanismszneed;tqa
be :xedesigned .to ;allow newmarket entrants acdcessitofiuniverdal 7205
service.-funds-i£ they .provide basidiservice to ilowaincomé ‘customers
or to high!gost :areasso:In addition, .the mechanisns héed todbe dauo
changed to :reflecgt-the downward ipressures onccosts:that competition
should bring. Over time, competition:andtechnological’ vIoinirqoz
advancements rshould :reduce :the :total> amount of :basic service
subsidies. . The ;revisions tol:ithe high cést fund-iBhould alsdirefledt
the .change) fxom:a .company, subsidy ito, a:subsidy.thati'behefitaFo i
residentialycustomersswho.:liveé in-high:-cost:areas or: who ‘are: Tioifl
eligible for;the!ULTS; programobivotg (2} 2.0V 2 obad U1 .aforinod
2323 Althoughiwe’ do: nok: agree  withi Pacific*s position thatyini
local>exchange: compet itiion: shouldrbe! postponedibeforefinal Ios{dua
universal:gservicesrules:are in: placeé, or. that anh ‘interim :fhﬁdiﬁg‘?ﬁl
mechanism:should berestablishéd;we: acknowledge! thati compet it iy ,
will take:some;time.qpsPotential>competitorsiwill haveé: torestablish:
their local exchange networks, or entersinto!agreefments’ with® theroz
LECs>for:access: to:the:local éXchangéfnetwork;s both:éfowhich are
complex issuesito:resolveis -Intaddition] nd!studiasdshaves beénsd Jon
completéed:thati confirmt thatithe LECstorésidentials basiy! &xchanyedd]
services{areT being subsidizeéd by>othei LECtsérvitesiod By thet'tdmess
competitdrshare ableitd mike, market:-inrdads,sandrtostistudies! areis
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completed;redésignédiuniversal service rulesiwillohaveiBeentasvil
adopted. .oasdslaips)
In the universal service OIR/OI1, the:Commisdion-asked
parties to commernt oniwhethér~a: néw mecharigmn ishouldrcoVer both low
incomeycustomers ‘and~hight costrareds souThé:Commligsidn "asked (partiés
.specifically:-to;commént on’tHe:svouche? andrauctiénrapprodchy oxf oI
other universalrservice [funding-methods'=:Bagedronthe cdomniénts iwé
have ireceived, iwé -bélieve thatfour:propodédiuniversal ‘seyvice 16qas
mechanisms will:ibe-easiéii tdbradmirniister andiidplément £ the>ivioz
programi:support ingilow ‘income ‘customers ‘and the ‘program! for higho?
costrareas remain:separaterb’Once tHeiniversalrservice support 152
systémsrare ~in:placejrand:the iCommissionchas cidentifiéd the cagtual?
cost ‘of providing:basic exchange service'by. gedgraphid aydas pwe v
.may..consider..combining the:funding mechanisms \fox' Yow singSmer D ivioa
customers and high ‘cost::areas. .;We Wills di'scusg:the fundihgd o3 1o
;mechanisms fori high:cost areas,-and ifor.i1low: intome)'customeyd opinido
separately in:the. sectionsthat follow,»> .omi3 tovd  .piaixd bliede
aoi-As :for .the ‘comments. of. the -Shall LECs ‘andSmallexr sonavis
Independent; LEGs ;thatuthe:.Commission! shouldurefrain :f¥om . soafbisdua
introducing.rlotal-;competition. and ‘presérventhe: existing® CHCF:iin o3
their service territories, wel conclude’ thatb{PU: Code!:§:.709 15nohienty
controls. PU Code § 709.5(a) providesiin-part’that:f1tedy théiviie
intentiof:the ‘Legislature;-thatralls telecomminicationsimaikets
subject to;commission:jurisdiction>be épened!td competitdodn: nolnool
later:ithan January 1, 1997.f> (Emphasis addedi)u: Unless: PUL Coderiny
§ 709.5: is;amended; to 'exempti:theysmallér: LECS: from 1ocalz exchange:n
competition;s it/4s oursbeliefsthat>olr redesign. ofi universalsy [liw
seryiceimust: applys statewidesodno 1o e2¥towisa spreioxo {ezol tiedd
at5 (o} Anothersréasodn;why:theishmall and>medium>size>LECstshould!
not be;treatedidifferently thanjPacific andsGTEC: isIbecausé most of
the; small«LECs: are!dependentson:the CHCFitds fundttheirs Commissiondo
¢d ‘rates:ofireturnil Howevepj 3 fs Pacific and:GTECsbecomerss
eligible: tosdraw,from;a, high:costs fund,sthe ?fundiﬁg needssforitheo
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CHCP? c601d Yide!dramaticallyi (o Inraddition)Ithe! CHCF mayibe: (osous
disdontinued lupbi completidn of 'thersmalliLECs! géh¥tralirate!cases:
ordered>{in D1942093065yiw o Niviant niep ol dolviso
foet YONRetdd ot FInd! AlrToueh's{comment: that iwer ar& ot it ixs
authorized'td institute néw vniversaliselviée rulesras!d>resultrof>
AB:36435compallingi=:iSuch?anargamenty 6verlodks > the! fact thatrothey
legislation,2specifically’AB 36062 (1994 statates,!:Chapter:1260);ni
added PU/COdde’s 709.5°tdbEate thit allbtéelecdmmunications markets:
ba' dpendad td. tdhpetitidn hd' 1Aterdthah Janudky 1901997{3 and: that en
the commidsidn! tike? theThedesaaryisteps terputdinto placei¥yhatever
addiefdnaloynléesrdnd regulations” that midy» bernecessaryialrs(plinof
Coddn§2709¢5 (&))=rv eounavets foog anssns bits eolss eaodon halbiiva
¢ Tﬁé“ﬁééh’eihi‘émfbi‘il?ﬁnafﬂ' tHiah! coats Areant=o 'eddd ni sasoyooh
- Propdsaln? ford Funding High Coat Avredd 1t bovibiadua od oy
aIfﬁIntréd&ctibniﬁﬂd“ﬁﬁl aasibizdus H92HD odr  .oldsnosznoex
T o tiYdediding 'how? high: 2dstiakeaswill be fundedrin adi
céﬁpéEiE1Vé environment) i 3everalsissuasiare raisedii! oisvitg [ {fo3
aouitava s Dohe £1£8€” {83ud” that! ndéds tolbe addressdedr is* whethet
the mechanism for funding a high cost areaishould’onlybé>f6id> o1l
residénbial custothers.CThée!CHCFIcutktently: £ocusés™én subsidies for
the smalld? LEC377And>ddes?indt:midka~a’distindtidnrad téo whethelr thé
subsidy isd  fér-the'smdller LECa I rasident 121703 business: chstomeka:
2d? bae \Ephd~gde¢dhid’issud] whichsis norilimited>justito>high»n
costiavéassis whiah prévidéioandertake®d: the' franthise dbligationss
of being théfdarrier?6£21ast résdrt” (COLRIP for aparticilarsdredssis
s n! 21gndlcoLR>ial thél végulatdry’ conecapt? thattheret hstabi
always be a provider that is obligated to servédr3llicustomers incal
particuldr serviéé irea.otThe"227LECE havé)be2nithe1COLR in
Californid?svsbdoiplud lsocalbéxchanges: wWithithd intréduction>dfov
competitiof7i EHeVOOLR ¥dnéept ehanges betausd>¢ertainotompetitors o
may choddbvEed2sd2vérarshallayr 3divied~irda®drogrdbup’ ofitustomers ot
than®tha® indonbant LEC{dnowldbligated to deiver?s Ind certaintodtann

Jzon doworidd bepinsaish el blunw tznoiaud odl poiviss 1o Jzon 24T
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areas, within:existingiLEC.sexrvice territories,that.may xesultyin,
more: than;oné: COLR, and:insother.ayxeas there;may,only, be.one;COLR:,
In order to gain insight on whycchanges:to the,sysh<o
existing;CHCF, are:necessary, -a,brief. description;of the CHCF is in
order. Traditionally; the.funding.for high,cost,areas bhas,come.from
pooling: of local-exchange;carrier.reéyenuesi-,When.switched access,
rates) were: reduced in;1985; arlargesreduction:iniaccess pooliicinsg
revenues resulted,; -Thisrledrto thescreationjof the present:y fobhs
mechanism,s the: CHCF: v (See:;D.85106r115; (18 CPUC2d.133) .); 5 The,CHCE
was; established so;thatydrastjcsringreases.in.the gmallex,LECal) oy
local;exchange;s rates;could be avoided,:iBecausestheireduction;insny
switched access rates and access pool revenues wasmq;} duejtozany:,n
decrease in LECs' costg,;thessmalleniLECsi,x¥evenye.requirements had
to be subsidized if thely basiciexchange,xategiwers.tQ,remaip
reasonable. The CHCF subsidizes reasonable;basig.exchange rates
for customers of the.smaller;LECsithat.congur,in.statewide average
toll, private line,»and access rates...Pacifig-and,GTEG fund;their,

from diIQCFQIYE.@@‘ﬁe!‘f—iﬁingwﬁ teon fdptd & wvitboul so? mantiedooeny ol
02 ssibiedua ThesCommissjion,sin,anticipation of-havipg to;change;
the funding mechanism;forihigh;cost.areas,srequestedr)in thereay oy
universal,service QIR/OII; that:parties:comment . on two particulary,.
methods,ofs funding: high:cost;areag, the:voucher-.method, and the
auction,method,:.{Both methods are .beneficial, from;the standpoint, -,
thatsthe subsidy. for funding:bigh,cost areasiis directlyis paisd 1o
identified,and:each;method allovws multiple;competitors in the
local exchange,market ioe o3 hadepildo =i Fsdd asbivotg & =d ayswls
at sioInsbrief,the:twosmethodsiare as £ollows.z Theuoiiing
vouchex, system; for highicost areas.would:work byrgiving:thescorrinn
customersa-creditsyoucher; for a.getiamount of moneyswhichoisiseqnos
represents,the,difference. between,the actual,cost,of,sexving.a, yen
customer; and,a rate,that is deemedraffordable by thejCommission,,
The cost of serving the customer would be determined through cost
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-studies.o~Alvariation:ofithe:vouchersis thesvirtualivouchery ,With
a virtualovoucher,=the jcustomeriichooses-aiprovider«: The cavyrieX s
that-the.¢cudgtomér selécts wouldithen{draw:aisubsidy. from:the, fund;
on behalf of the customer, and would credit that customer's bill.,
with:the amount of:theé-subsidy:- The:customérectheni{pays the balance
of thée/billzi From.the customer'siperspectivé;ca virtualivoucher;is
easier to administerithania:voucher Gl sdi sxuees bne briswiol 2noo

nizrd Yo yiThéjfauction-dr bidding:mechanismiwould:allowsz Blucw

;qualifiédiprévidersito-bid¢acfixed:-amount-of-basic:sérvicesgubsidy
necessary.itd servéia-highicost-careazbiThejbidderowith-thérlowestys
bid would . become the-subsidized-COLR>fornthat area-foria-set period
of time,3oidd 103 Lebivorg od bfvow Isdi ybieadue antl 15y od3 osvode

ol pinidiib.o-Positions of the-Parties! {3 dbidw ,pors 1slonidvsy
vitiviupay achiv8everalvpartids commented {inifavorsof thezvirtudl od
voucher propédsalyw aoneiof&theebiggesbeprprnentsiofutheav0ﬁcherois
the -Coéalitioéni+The:Coéalition-thinks:thatvthéivouchexr smethodssy 1o
xprévidesisignjEicantiadvantagesﬁ0ver£an‘auctidnfappranh: 3Theé>1aw
Coalitionistateés . that-undercthe véiucher-method; the custoémersi oii
doesn’t have to do anything except:td:choode a-provider,;cdand-pay.ia
amonthly bill;.someof-which:willcbersubsidized.«:In addition, the
voucher method~is: easfer.to:administerioisg ird) noveilod anosiiin
brewod zbinwir The-Coalition:-believes:thatrithe-ddctionzapproach:1i3
would igive “afi advantage to:the incumbentsLECs”because arcarrieisi:
wolld: bé-required-tbibe-ready toiseérvelanientirelareatas-a-COLRvoD
Under .thevoucher.method, carriers:couldidomeiintézthermarkebiwhen
they -a¥e prépared to:’do go¢ Instéad’ofcsekrvingianzentirecareéafuos

under the voucher method, the carrier:could:rselectitheiarea thatiit
wants:ctoidervers=nThevCéalition-alsosdlaims=thatsGTEQ's bidding
mechanism proposal teliésronsLBGuresalecioThe:Coalition féarsithat
winning ibiddersiwill bdifacéd:Withiprigezsqueezesiorflacknofinoubs
unbundling which:will<precludé competition=fyémvdevélopingiayTheds
Coalitioncstatescthat 3thezihcumbentsLEG 8houldarétain thésCOLRIfoo
robligationzuntilzprocedureéstarevin=place;jto;iselectranother.-COLRv}
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Thus, foriarperiodiofvtimé bétweén:'the duthorizationszofiacompetition
andsthe: implémentationrofaa:new > fundingmechaiismr fdrirhighrecosty &
areas,” the intumbént LECs would ééntinue torhive the-obligationcto
sekve) = aosodory Jetz tibses Dl bas Jxsantoinn ol 1o Ysdeod o
s led cin synThe Céalitionirecommendsitheraudtidn method adlaitiiw
:supplementalcvCOLR mechanism:in-sthe'eventzno provider isiwillirdg to
come forward and assume the COLR:¥esponsibility:’:Suéh*a mechanism
would servélasHasafety.nét:to ensuré the:availability of basic
‘¢xthidngerséxrvice:iaThelCommissiohvorlany: providerscould:initiateran
auttion!whérebyiservice {prévidersiwould-biditosbévthe COLR:forsthe
rakeai JThesbidicould Beiinithe”form-ofiailump-sin amount,kéver and
above the per line subsidy that would be provided for that.sui3 lo
particular area, which the biddériwould ¥eceivéjtforicomditting to
be the!COLR>{In thergeodraphiclarea:> Théiservice:prévider requiring
thesmhallestdsubsidy.wouldhecomertlie-COLR>forla specified numberv
of yearsjiwith:éompetitive -éntryrallowedsifIf theiwinningibidderds
were not the:ingumbentsLEG, ithenvthezLEGowolhld be rédquired:ztdioffer
its facilities for thatigeogrdphic area:tosthe:winning:biddéridtad
the:net book:valueof the:facilitiesvs vrildiyre b 3 oved tnesch
iy noidibbrCitizehssfavorszasvolcherfapproach-as-wellid HéWever,
Citizens believes that prior:tozinstituting:za=zvouchek:-systemp:thev
first-stepiisitdrallowithérratesvof /therLRCS [toTmové upwards toward
theiriactual costvcsdOnCé irated mové toward costjcthe Commisgsioncy
could-determinestherlevelrofosubsidy that.would: bé-appropriaté for
providersrinsqualifying-high.cost:areasy ,Contributioncoreditsshiy
couldsthenrberattributedztolthésLBC:6r any othei provider thatvyards
i1offers serviceéitin-alhighicostiareass <:31 ,bodiesn sadonov add rsbay
praibbid a‘Citizéné3sayéefhabeEhenvirtdal&vouéherswouldcbéajnsw
relatively easyiforZcustomersctoiundérstand idnd usejcbut; someridas
education*wotild-be>necegsaryibeforéhand>:iThe prévideriwduldrfind.y
theﬁ§ystgméqré1abively}simpléJtqradmihiéterqbéééusé:Eﬁe net [baoudno
contfibutidn ereditstwould bélallodateditodit by ansindependentsad
fundladninistrator: (sTheéiprovideriwouldzhavéztoiestablishca-billing

m—y
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system:that:reflects the:contribution’ oredits and:bill>only.thewsan
difference:betveen’ thaimarketi price andithe: subsidy; amount to.otqqgs
eligible: targeted' customexs s iIfsthe fund.were.administered: by, ann
fndepéendent«trustj-all:the Commission;would:have'to; do is. ko ¢ tar]
monitor the systém and reexamine the:level: of: tha:subsidy as caoogy
neededirfupsy Jrevpane sdd @ H025100 Inue h AT Litrid bn.ilf!m:;gw I
Hizw 1061 Citizenarbelieves: that the: voucher system Wwilliiw iy
encourage competition and theléntrylof:additional providers bécause
the>digsbursementsg>aré availableiforigqualifying high ‘costi areas: téio
any ‘carriersrwillihg/tdo proyide sérvices:>to thoserareas s AsiYyates)
mova! taward: cost,[ Citizens expects that-alliareas will:beécome! more’
attractive té competitors.yoidly i3 wisomwanon [Is o3 seoloeib biuow
D510 yd borcitizens guggestsd thatsunder:aivirtual:véucher:woizud
mechanish)itherdesignaltion!df)a> COLR: is! a> mobt -isgué’ becausse: there:
will be fundingifdtr high:costlareas;vand the! eligible; customev cahs
chovserfromimultiplerproviders.oidcitizéns  says> that‘in a market of
multiple: providersi 6fssexrvice;dalliproviders should: sexve: allido ns
customersi requesting:sexrtviceo1Citizens;gays:that: a»COLR oot 1apiof
designation:needs: toibe made:in only two:dnstances::= (1)u wheht nowuil
¢arrier:>has-énteréd the>marketrand:the' incumbentimust continue>to:i
serve all potentialucustomeérs;zandi«(2):whensiafter competitors have
entéréedsthé market;yall-but>one deéide:to’ éxit;ithe.remaining
carriérimustobé designated assthe{COLR:{wIf{alYithé carriers:decide
to“exitrdniareaji the{Commission couldsthen>holdraniauction!torng ov
selectothé earrierswilling toiserve fwith the*dowest leveliof{ high'v
cost supportybizdus rodixneduestq slei1gorgys snimgaldeb 03 wWalivisvo
anls hivow Pacifler ANAIGTECY fAvorithe bidding!mechanism!préposal
thatiGTEC! submittedsin ¢onnection>with the FCQ:proceedinglonsriupoy
universal service. The GTEC bi‘ddingﬁmeéhan'iSm would: suppbdrtisoswiad
cairietrsIwhd planitolundditake a>COLR obligationt 1Their method
wouldfinitially>be>bisedidn? thes LEC!s!incrémentall costs;iusingrarol
proxy &bstaapptbachtorestimaterthé:costsforieach: hewly: defined 59
market area:™ Thé proxyl cosbtstudy: would:théh be:truedsup;i if rroito




necegsary,1to recover the: full'tLEGrbook:costéi = This) cost:basediaya
approach would.be:>replaced:!by:a compgtitivebidding: processiwhentih
new £ifrs-are: willing to:entex algeographic:areasto:be;carrieis;of
last resort’ in a>giveni{debgraphio:areay> This’ auction:or:bidding it
process: would. result!in> ahramount} determined by .thé:lowest bid: of-
a qualified firm. That amount represents the support required:by.;
the winhihglbiddétftd!éerve:thabaarea)vaThe{winnihg%bidder would
then» bé conmitted to:rserve asi.thetCOLR in the giventareay «Any. oo
other: qualified éariieri wouldsthent bel-dallowed to:opt:rin:or; éptouty
of ' being: a COLR«in: that -arearatsthe support devel:idétermined:by -the
lowest:bid: amolnt :for: the defined:package:ofs local, service;«COLRs:
would disclose to all consumers that they_standrreadyatb serye;any.
customer-within’ theix,smarketiareai{s The;proposaly favored by GTEC
would: allow: multiple firms;to: assume;COLRiobligations;{whileinirdssn
allowing replacément’ of: an ‘incumbents LE(>as{thé COLRaunibnul od [[iw
Yo isdisss 5 1 GTEQi contends:that: the, biddingsprotessiwill-provideis
an objective:means:for détermining: when-the:auctionsmechanismniisfno
longer needeéd:to;assure: supply;at:affordable-ratesiin;asgiven-area,
Whenitheisubmission:of!subsidy bids convergesitoizero;nthisiwilluoh
indicate’ that the:Commission’sirequiredirate:;is closeito:xthecmarket
raté wherelfirms willsprovide! service, without;supportitcyg [[s svian
oninisaoPagificibelieves>that aivoucheri systenm:iwouldirequires
customers:to:rbe highly. knowledgeablétabout:theiir:choic¢es:andrhow:ito
comparefthemrxﬁlniadditionn{Pabific contends>thatjithesvoucheriand-:
virtualiwvolcher mechahisms would:require significant:regulatorysise
overview to determine appropriate presubscriber subsidyileyels in-sa
tray-which:is:objective-and competitivelysneutraliinIt would also
requireithatia: systembe sét up:to:rcarry:out the:yvoucher.transfers
betweent the; customer and:the:company:d 2370 odT .ooivisz [patoving
Gorfden tic Por the! auction method,»Pacific proposés that:funding
fors each: hight costl{ areazbe>determinediat:theswire;cepter:levels; oy
PacifictblhimsﬁthabyignofingacustomerxdifferenCesayiléqresulb ins1q
cream ‘skitm;nin’gﬂ'i*. ey} .théscompetitors:willstarget the moreé s Jsxdien
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profitable thigh:volume business:and-resideénvial .users, Pacificiis
states ithat the Comnigdsion:shouldisupervisé ithe:bidding process, i,
and that the actual-auctionfprocess should: be delegated to a third
party with the costs borne by the bidding .parbiesccs dyiid 1ol sLion
svol{sd 2oir ofpacificrbélievés ithat ithere could:be imultiple COLRs.
Iffthatwwere.the éase; <the Commission would:have to;ascertain and.
monitor the:ifinancialrintegrity ofrmorec-fiyms-than if:only one-COLR
was in pldce.~cPacific believésithat multiple.COLRS -could alsorlead
to gamingp:byirefexrring unattractive:-customersjpiise.;chigh:cost. o
low i¥éVenue fcustéméra  [to other COLRsvu Alsorcmultiple .COLRe-raise
the :igsue zof whethér this:would:lead torefficient infrastructuré;
‘investment::because’ a.fixed dmount:of subsidy.wouldibe spready ;i o1
between twWoilnfrastructurescoiOne:way:of coverceming this-problem;is

‘through:iresale-of "another:caxrieriscservicessibbid 101 svidsnioils

ZonT .bavvsvenrﬁhdnghrpadificifavdraéanzaﬂébioanechaniﬁmi!uow
Pacificrargués fthat othér-reguldtory:changes and:attitudesrneed to
change in order:to- sustain-univérsal serviceyiscInfparticularisspox
Pacifidccontends that: the NRFisharing and:pricévindexing mechanisms
need tocpe “¢liminatedir vInfaddition, vPacifiebelieves that-LRCs
should!b&<éncouraged tolenter:rniew marketscby-eliminating rulesy s on
which Yestrdin LECs sfromlinvestingo{ custucons o svisaoennt ol3dt!

ot bosoi sd-padificibelieves:-that-after further regulatorynbe nl
refornm; ftherdnlycseérvicelthat-will~kréquire:subsidy support will:-ke
residential basic exchange service. Pacifioibelievessthatcalljses
other sérvicesrshould:rbecpricediat:or-gbovestheéir:costs on a
gesgraphidallycdeaveragedibasid! .If tanyeobusiness rates:remainiang
geographically averaged;uthen:-subdidyifundings10f thesge-businesses
in high“dosttdréas wouldcdlsoibe requirediivszosl .soun oidgsiposap

tioris npacificsbelievesothatitheé Commissionineedsstozapiash
6vViliiatecthe giroumstanceés”8f thefsmall LECssindependentlyscand:ss
désignippropriate planssforstheiruservicestérritories:s although)
the gdalféfraniversaligervicez18stozprovidéiuniformsservice.atissqg
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affordablé ratés"Stétéwidé'?Pacific:states’thatﬂtherrégﬁlatOrYiotq
schefed nieed nét ibeuniform amongtfall:the California: exchanges anie
it s o1 bo MeCdwlalsoidupports-a-bidding process-to:selegti the
COLR for high costrareas., pribhid =143 v onted edaon oz (v yvitsg
2107 - faid {1 Altholighcthe “Smaller :Indepérident./LECs do not believe
that thé ‘éurrént CHCF:shduld be ‘changed, :they-did comment-on:the}:
“vouchéy addcaidtion methddsit<Théy believe: thadt ithe:véucher syatem
‘wodld:pe affficilECandedstly toradminidter. oiTHeicost :0f iy il vrw
édmiﬁiétfaéfbn-ﬁodldéhaveitOfbe%fécovéfed:thrdugh?addgbiqqalmsg o1
chidtges R carriérs orcernd users{> The SmalleryIndependent LEC8wof
alast'donténa Elidt “thé-véilcher system/does:riot address incentivesd:y
for inffastructubdrdeveldprent Iin-rural areds. s With:respect:toithe
~duct{8rMetRdd, rthey -statelthat-auctions:may:be -arféasible nsswisd
alternative for biddinggfdrapreviously:unserVedcterritor1esfnhuq1it
would fiétrBecsuitéd-forrterritoriesalréady:being:served. They
argue-thatianiadetion mechanism:raides: serious ledgal:issues»:1iTrq
regardingi-airequlatory:taking dndijusticompensationschio i spueidon
sigeifoet piif«Rosévillesdbes not-beliéve that .the auction:procesgq
promotés ‘thé goal ié6f providing highiquality universgal itelephoné -,
servieédy: Rosevillélcontends: that.the:auction process:providesoda
little incentive to encourage longirunvinfrastructure development:,
In addition] i the audtion processrdoes:not feliminatecthe need to
provide fecoveerféribhecembgddedIéostsﬁofsplanbzpqtninsplaqglgq93
meetifheiCOLREObliéaﬁioﬂéi‘:‘f.\(i Lonivras cprnedoxn siesd Inlldasobicox
5 1o aJzRoseville-suggestsithat~in-orderito:ensurevthe -(ardjo
mainténincezofsuniversaldservides, théresiscarneed-toydesignateasp
facilitied-basdd COLRQEékﬂallztéléphOneﬂsubéopibers‘infeachq5ﬁgosg
geographic area. Rosevillesrecommerids:that ithe existingcLEGibe i
designatéd:aszthe-COLRfoY bdsiar éxchangé [seryigeéssin their
tervitoriésichballowing:thé incumberit LECstoaremainiin pl@cgdasjghe
COLR>A&ES asmaisaféguard-tovensuré-that-servicqg continuesiinnthaty
partiéulafvareaﬁandtminihizesqserviéeadisrupt19333viEgraghgggg oy
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customers. whoi'don'ti want: an’ alte¥nate provider,o they Ffet’sinw chdn»
existing LEC to;which the' customer:is modustomedll oiy ul  .Dnbsen
Wit ro1 aotinus CCAC: proposest that™the. Colizsion shoiild! tohgidstl ¢
,whether;thé COLR' d6bligation: should’ be: borne! by pYéviders StHer tHin
the LEC:: (Withithe gréowing ubé’of>Wir2lesss telécommunitatidng:! kv
wireless:provider might!béiable:tdidssumd’ théd! COLR db1iGAtIGAVIH A
more limitedsgeographicaliaréa>atla>lower>&bsti o CCAC A8 dliggests
that (resaleiberalléwedrtoravoid duplication’off faéititiesis vo\bos
DRA does not believe that either a voucher: 3¥stan‘dr
an auction is necessary at this time. Inst@id};”DRA!proposes a
two-stagé lbrarsitionaltiperidd ivefore fal1°18¢aldxehange
competition=ig-reachedinsIn-thectivat transicisndl™paridad, basiaty
services would beuvrecateddrized fﬂémfcaEéQOryjiIEéjééﬁe§3§§tii¥15°
.LECs wouldrmaintain:theirdvekistingiratessfor-bisiargervices’dna
CLCs would have pricings<flesdibility fSpUeHéiy iBysiarservibdgiIcThg
transition:to>thessecond stagscWouldroddurifthé ’£81lowing
conditions:are metri{1):thé LECS FaA¥é authioriZ6d°c&VEAt &1 ‘tRe tVoot
interLATA markets} =(2) ccost ‘study Fréquiréndnts "pée /0. 94£09<G65"aFE
met; and.3(3)>’equal raccéss cidrauthérized ‘and implédentied FoFa110VH
carriers. During this périod:LECS would:bé alithorized ¥ pribmisd
.establish a.cdstrbased rate -for basid:gerViééd basdd on the cost
studies performed: ihresponse tc'D. 94708065, MUPSH & EindiHg trst
.effective «competibion exist's,  theén' fullEsmpe s£ition Welild Ve froeEeT
allowedihi At>.that time,” all! LECS and CLCs Would: ‘Have FN PP Eing
flexibility. fori basic dniversalf servicd,i‘and the LEGE l:uas:.i’:'i ovhr
serv1ces>w0u1d!benfecategorlzed tb’Cat'“oYQ TIYE dABove tHE A {hdi1ia
mexjOAY AOLTEW siqzjiﬁﬁ 2'0RTO
6 SvIen Of bUner,DRA!s;prOposélr-nbféddltidhEIﬁfﬁﬁdiﬁg’f'1“93“‘
universalec servite, othér:than therexisting’ ULTS ‘prograi’,s tHe 'Doaf 4
il tediss dpid uisnot o3 yiodil nue upois Jaow dpld 10l eaitbiedys
atow ew ,[erogotq =2'DATD o3 Jesrditod ai 1T .onid tava besubor ad

In BorYidashi fAolidw nozjous s jugcbs ol
14‘“Thé‘th%ee cainng§1éggof %erviée are describedfin D.89-~ 1 -031.

(33:ACPUC2dz atx ppﬂu125:125}) A yew ew aoardi (sbnol vhieasa o 229995
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and Pigabled Telecommunicatjons.Program;s and:the .CHCF;{would: b&io
needed. In the future,-.when :the: market,is{ foundiby> ths! Commission
to ba,effectively. competitiyve,-.then: DRA: proposes) amauction for the
. ULTS, pregram..; DRA; states,- however ;s that>thig: willonot hippeniforiva
while, and; need not be,addressed;at-this pointp Withixéspectitor:i:

Pt

possible; changes:to;thes CHCF,>DRA:says.thatsthis issue>should{beiw

PO B X

» ¥eyisitedphensthe smaller.LECs-file:theircgéneral-rate-céises oron
ghtruQtuYe. (nqnpcy 5 roddie Ipdl svstisd Jon soob AS
I3 Hi;a(ﬁgd‘Itngj—g—c-g?ﬂi—Qﬂ.iilf cembd =l 25 yismasven ai notivun b
opir dD<the redegign of-both: the=GHCFrandithe«ULTSrin-cwl
&;'199"“!‘):
neytrality,cpndsat: the sam¢itimerensure thatutheoivioz
.Gompetition _can-berealized-withoutrdaffecting fthe gbals
e.and.ubiquitously availablelsexviceéiyq ovrsd biuow 2212

Boththe ;auctionimethodyand the-vouchermethod iznsxd
require ;the .development. of extensive. administrative procedures prion

Both programs also-require-peyiodicreview:either:to:condu6tithent

auctions,,.or . to.review costs-to-determineAf. .the 'subsidy ifér.s 120
funding high.cost areas should be:reducedq =id3 pnltud LR ETIRD
1pou s no QUE Proposed:xules,do-not :put: ¥ecomnend:an aluction'‘as
the pripmary mechanism fox distxibuting.high .cost gubsidies: &:THe'd2
reason for this is that auction proposals would appear:to :resultiin
ong, of -tyo Qutcomes $1:(1) .there,are multiple winnersi so:bidders>{Is
have little; incentive. to, bid .down.the:.subsidy or::{2)rthere’ igiaial3
single wipperx,and, subsequently,-little; consumer,choic¢e:frrUndersivisg
GTEC's multipleée winner proposal there does not appear to bé:anyicz
incentiye L,f‘pig)lhidddggghtg;p,i_g down: the; subsidy:requiréed to serve a
particular; axrea..oBy :failing: to generate:low: bids,sthecrequiredsinu
subsidies for high cost areas are likely to remain high rather than
be reduced over time. If, in contrast to GTEC's proposal, we ‘were
to adopt an auction which ideéentified a ¢lear winner with g:xg%}lsixie—'

LLEQ-0[-Q8 . ¢ . bedditnzoh at1s sdivieg 10 25i10poisd 457 :
actcess to su sr}dy funds, then we may be forcing:customers)toitaker)
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gservice: from:a particular; carxrler,-the' one :who .wWins. the adctione«s
By reducing consumer choice, this may conflict: with.ouy, objective::
of bringing. thejbenefits;of: competition.to-all.alifornians.
nuidw botnsInadditionyiwe: believer thatrauctions:iforiiallt high.xo

cost! areas:Would be-administratively difficult.(d.The Commission on
its designeé: may: have'ito, become: involved with numerous,: ongoing.di:
auctionsi risind | edncney ou Aicwdonr Do ibaudnw as dove noldilegnos

sah ,Inilar While:we: aré; not: proposing.an .auctionias the:.primary,
mechanism!for distributing; high:cost subsidies; werrecognize some:t
of the potential advantages!of:anrauctione{ Pirstijauctions: rely.sx
less oni:controveisial cost- studiés ithar:the>vouchér,system., Even
though: ¢ost> studies: may. be:used - ‘to:restablish!{a: basis’ ori beﬁchmat_krr
in an auction:systém;i the bidding: protess:should: correct any;erroxrs
carriers detectriinicost:studiesinos Second;s an’rauction: .enc‘c.)uragesjisj
bidders>tosrfocus on! thejoverallibusiness: opportunity; 6fyhighscostin
areas,: ratherythan{narrowlys on’thei cost: of: basio,servicesins If> o3
bidders:viewi{arsubsidy 4s!a méans;of:gaining actess;td> profitables
toll or:other:ancillary:markéts;sthey :may. be;willingito: bidrlowiz(s
By contrast,-aivoucher)system:doés: not: allow: for;viewing: basio: «i2
servicetas:accéssg toimoret lucrativeimarkets;»g s f3iW .noidspiideo

1onzov jeooParties thatsadvocatesaniauctionsas! the:primary: tusas
mechanism for:distributingisubsidies: forihighrcogtiaréasishould nit
file comments:regardingitheifollowinyg: :{1) whatiincentives aresio=z
there to bid't=loiv;~1s(2)}rhow1 consumer choice would:be: de¢commodated
with ahirauctidén; and: (3)cis the:auctioén:mechanisin administratively;
feasibléd diiw sinde sid3 Yo azssys £is 3ed3 At GOHD ody moul 2191ib

[Is woflirs DRA!s>phasediapproachhrhas:some>merit>4dn:thatino essis

signifi¢antlalteratidnsi{are>required:to:thesexisting: universalivorq
sérvicépprograms.z2rinstead,DRAYE>proposal=réliess on>competitivesds
férceg>tg ensures>thatabasié servicéiremainsraffordable ‘andt rordouov
ubiquitousdlysavailable.ozOnebdrawbick:to>DRA!s! approach isi that nos
proactive steps are taken to determine the subsidies:inshighicosts:




r

areas ‘and for! low. incoie ‘customers,> anid to ‘develop-a plan to: reduce
those subsidy amountag,ni {inon o iy Javiodn denuznoen wiiioubsit wH
.masineWe adree .with .DRA'Ys'general> prémisenthati any new.d lo
explicit subsidy.for:large LECs’ should-only: be f{mplemented when
(1)stﬁereﬁis’reliable?bvidéh&e‘bésed'onfsbuhdrcostfatudieszthatfarl
subsjdyqisrnecessaryaahd:(2)Jthevm1nimum*éonditiohspfor;ﬂnpfagb‘uji
competition, such as unbundled network components, interconnection-
arrangementsfhinbraLATA.pregubsorip;iOnxandainterLATA rélief, are
in-place.inHowever; we> feelift {s»important’ tolhave'‘a mechanismioan
ready to:.putfin. place: whenufullscompetitions dccurs.fniinsiog onld 1o
i1ovd  .moday WeshaverconB8ideréd thecomménts ofithespartiesio zasi
regarding«the» variols; kindai of:-funding: mechapisms> that: can>befryods
utilizedoto!: further profote: theryuniversal avaflabilityrofions ns il
telecqmmunicationbrservice§m1n$aﬂcompeﬁitiveienvirbnmentab We>shave>
alsorcompated: the:.CHCR: to> the: di f£érent« proposals: aWespropose>that
the current> CHCE: be> replated!with»atvirtnal>voucher!systém:of.asoys
funding,twhich! we: shall: refer: toras:the high ‘costivoucher: fundibbié
also: propose> that! ahi‘auction:mechanism:be used:ast aisafety-net ino3
the eventino:single:rcarriers is>willing:té:undertakesthe. COLR!ao> vd
obligation. With a properly:constructed! fundingimechanism-foriviez
ensuripng:uniyersals access;uthe; combinations of arhighicost voucher
fund> andi the: backupsauétidncmechanismiwillguaranteedthat noiasfdoas
service territoxry:is;at tisk ofilosing:telephonerserviceisr=on olid
bs}sbosﬁooTheaputbose ofi the highaCostevéﬁchbr;fuﬁdaié to osxedl
provide; subsidies :int high:costiareas:6f the{states 1 This>fund- dtiw
differs from the CHCF in that all areas of the state with highHicost
areas canltbé&isubsidizedizodIn:addition;gthis: fund:will allow all
providersrih;highiCobtaaté&s:tobdrawgfromtthemfhnd;eﬁhilezéllbhigga
the>customer> torselects amdng:a>choice?of, providers.==The>highstost=
voucher fund alsoc:differsifromtthei CHCF becausé:undersour proposalj
the smaller LECstwillz2hndilonger>bé:fundedrso. agitdimeetytheiriupidy
revenuelreguirementsidua =il eiainisish o3 noded o16 gysle ovViIvEDIq
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i131uol v ieipropose ithat .theé :high«cost-vouchey fund be .., . .,
avdilableé 'to "all carrie¥s:of:residentialibagic,sqrvice..;This is Ja, 0
departure from the current CHCF which provides funding for.gthe.. . ;.
overall company'costsicofithersmall iand medium:sized: LEC8,, Our
proposed redesign of the high cost fund wjll.subsidize high cost
residential ‘customers explicitly, :rather;than: a@heg_‘e"ito the current
systen/of “implioitly ifunding-both:business and.residential icouqqn
custonéfst?iT6 therextént :that -high ¢ostLECs ;have .recqvered their,
costsitHrsugh-the .CHCOF,'irather ithan-through: higher businesg xates, ,
the high &sst LEGs day needrto. raise-:business,rates Lo Xegover .1
theiy d6sts of iserfvingrthesbusiness communityioninyatob od o1 nboas
3ed) pnitud IntEhE eventitherecaréinoicarriers ;willingibto,, pluow
Jridér€aké the:COLR obligation):wesproposejthat:an-augtion;method;he
used. This auction mechanism would be used in a situatjion,yhere.ng
providéd id willifg-to asstmeézthe:COLRIobligation unless that
carrier-is "guaranteed-anyadditional i payments;o If4no . party is;nsiqon
willingItdrédme forward=and assume:the:COLR:responsibility,at the,
prédatermified subsidy.ilevel;<then the:Commission.or any,qualified,y
providéz>cafli proposetolinitisteian auction:whereby. service,; .p.q,
provida¥s>anibid>tortakeioveri thé:COLR,obligation, . for an;amount,,
ovéfl and!absvé the establishediper line:subsidy, that,would.be, fsq.v:;ﬁ»a
providéd: foreachs geographicrarea.o3 ruoisvun odi 1o sionino odd (o
In order to implement this high cost. voucher, fund, ..
methanism;: severalother:details:need ‘to,be: addressed. The first
is® tosdeteriiine how'much iticostsito: serve; particular; areas, of, the,
state ~uInarder toraccomplishithat,~the: areas of.study;need to;he,
definéd}sand! tost! studies heed to. be; submitted g Onae the, costs, are
known, the'sétond detailris to-determine: which.areas; of:.the, state ,
ate ‘high! costbaread that ‘therfund’ should subsidize.;s Once that is
khowi! then the' tokalr subsidy. fori.the high «cost ;ag;e_aﬁ);ca_‘r;;(hq{ priiay
determiited. 5 THe 'third ‘detailriis determining.who-the, .CQLR \should 5
‘Bt gha Refe theEroditeris need to:beé developed:as, to-which carrier, .
is qualifidd s beca'~désignated :COLR: #The fourth detail.is 9 set
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up a mechahi
dérail "16 ldet SEdiiing Whosliould ‘be ‘responsible -for .the (surcharge..,
These "{'gaués aré tdagcribed belowidw 42HD tnotuno ofdd ol sculbingnh
50 cost studiés’ téiDetérmind:the:Subsidy Amount: . ns [frravo
fon s g d cfatroductidnyv bBnul gaon deid add o aviacsios Gooogdiag
Tasrann w3 o pHgcdbmménting cparties /) whether they.favor !a ;voucher,
approach dftdncRdétiofirapproachj<appearitoibe iin ragréement 1that suye
betsid B{ERsP mathsdlis adopted, r'gome sort -of :costistudies:areoinus
ned&dsiry o REESra"atvoucher systen iiscinstituted, stherparties-inon
favor 18£C508hC4 Reelisnisn dssértsthat-the-amount of:the.subsidy o3
needs to be determinedy 3 iUnder:GTEG! 4:proposal;: ithezincumbent LEC.;
would cofitinidélds~thecCOLR-unbilrancaudtioneis held:; During that
iﬂi’Eiél'*?ﬁtéii‘édfs'/fGTEC!pfdposessthamcoLR%fugdifng be-based gn,,a;»,gggu
based dpproaéhydic s ni boew od blucw rzlasdosn noikdous eldi  .boau
15il) encRasrecdgnizéithdtdost sstudies areplikely to bénivoug
contentibus) and thit cost=studiés:mayivaryasomewhat £ romzactual g,
co3ts. P HoWRUEF v vaquirifigidost 1studies iscatgoodastartingspeinty;..
0" qetimining whethéita subsidy isineeded;ihowilarge:the- subsidyy
needs to’ba{fand(how’theisubsidyshould:beitargeted: ;The ;c08tivorq
stidiass ave & useful?todliforianalyzing wheresrates:shouldobe,in, g
comparldon' €87 costs XD Without1costs studiesjdwe :would havesto.xely.,
on the outcome of the auctions to determine:howslarge.the: subsidies
should’ betoiiovov Jeou dpid aid) Jas-oiyni o3 yabya il ‘
suiil odT . ThHe'meEthodology ‘for:ithései cost: studies is.nearly:;as:
cohtelt ious as! the méchanism in>which  they are used.on One, idea,is.;
ts! pake> wostitiidies onvrecotrded! cost i (The)small and: medium size,
1PCs £xvorcthigapprdachilimThey assexrt: that: aotualj costs gan; be:ran
esill astenained bedause’ theiri service -areas; are isousmallss | nwonk
21 3843 99510 Anothdy ridea jas«to: How,costs are) derived:is, based on,
using proxy fdctors torestimate! the: cogts.of: certain, areas:;; Under:
thé Proky SEAGLSY mathod /it her Comiission .would-examine a gample; :9_;35
actUal FEostd rfrém areds cof different: populatiion density;.and jterraip
SEEufid EHe 'dEaté. 1 Fiol this samplep:proxy cfactors; could be rsup ai
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ideveloped -whichrestimate theilodp rcost Based ‘on' looprlength, 6 v
‘populdtiol’ density and ipossibly terrain(i!.The¢' Commiggioniwbuld. then
apply these proxy factors. to- areas ofthe state whére actudlfcosts =~

have .not»been vged., 279 & Jo axin ot paiainostasb 07

o1 2ot tied ‘Ag we understand iti/actualr costrinformation:zishitova
developed for::the: FCC:on a study ‘areasbadisiic FOr:most ‘of :the\LECs
in Californias this :typicdlly imeans ‘allnof the:LEC!'Scterritorysiol
within the state. 2. Thus/:thieraccounting data<for:costssis génerally
representative! of;arwidearea/2:The problem.with .uUsing ‘such:aclarge
study area :in:the design -ofi a'sfunding :mechanism for':high costiiaréas
ofrrarigtateyi 1g :that: the rcodt iofiigervinhg ‘customers :isiliKelyitéd ivary
dramdtically’ from-oner part-ofiithe study.;area torandther.} I Typicalo
reabons :for! sucht Va¥iarice aré because-of:densityp,. terrain,vand seoo

‘enVironmental>rcohditions »i'As arresult ‘ofi‘sich«variances,» high dost

areasiwithin!'a"'study. area'arerdveraged ttogdther With:the low "costd
aréas’ within the'study ‘areas o1::{3 Indl esxinponss i
- owys oa0ilt (< Under: theYcurrent’ system ‘ofirimplicit ‘subsidies > low !
cost: areas® he1p> to ‘subsidize:highi cdst: areas:? #'Such ‘agystem ol
works inra:mohopoly: environment s Howevel,” withthe introdustion rof
competitlvenforces = this 'system is folongey: viable pittop sus winoo
2420 1001 Geoaraphid. Study (Areag (10fs> add deidl gf svslosvbszib
In order to design a funding mechanisth which:targets
California’ls: high’ costrareas,>’study areas that ‘a¥e rdhaller than the
single statewide:study -area:are neéded 1i We 'shall>refer’ £6these a5
smaller:study’aréas as geographic: studyrareas:{GSAS). .-The GSAs'22b
will Bervesas»réference: poihts _f—'t'om'*. which cost ‘data’cah be derived,
and:.frofi’whichs the subsidies for the designated: COLR: or-COLRg cane
be derivediinc{Sees proposed Rul&¥6 /Avyo Abp . AV)> We "also .plopose 107
that the designated COLR be required :to! gé¥ve: areas based' onvGSAs.y
1160 aguotp ¥oold zu2noes radteddv o Jnsiison sxonlow oW
vbieduz fsicd o2 Fne 23800 qofavseb oJ 2A20 2s yloviioslls bsey eod

dporsoan oo honoam *:):' T 2i APD agvd signsoedfs as 1 L dnuomg,
15 Imp11c1{: subsidies also occur Letween sexrvices, exc anges, an

among high and: \1o&ﬂ%evénue* custoniergis> 3inu oidgsiposp 2edi wod o
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Such a requirement will-allow:thefunding mechanism:to.eagily: nateh

.up the:desigrated COLR:With the subsidy:amount:to _which the COLR;dp
entitlad:to, <(See prOpOSed;RUIGLG;Df5r)!App.kAﬁ)Yxnlq crodld vlgas
In determining the size of a GSA._aqsmallwregidnﬁvnd
avoids 'cost averaging:between .customérs,i:and.prevents barriers to
entry:{.Smaller GSAs should-also:bejbetter jable to.determine;the b
total amount-_of 'subsidy required :statewide. ¢pWe:tehtatively.iish i
cdonolude that .census blogk: groups should serve as the.GSAs.i ((See
-proposed:Rule 6 A, 2. APp fA)) Cénsus :blogk: groups: have',the.notqos
-advantage of: being conipact:.enqugli:that: the igost.ito :Bexve 55 ybuin

-residential!/.dustomers withinithem:sliould be :xelatively homogeneous. -

our.-selection:ofsthis compacti:geographical-area:seeks: to’ avoid the;
cost faveraging :disparity.ibétween.the! cost .ofserving.:a: town .centery
and therless .dense outskirts of:town. =;The «censud.block: groups: also
have.-readilyi-available: demographic.-data-.such as;population: density.
We recognize that there are. somg.disadvantages:with:s
the census. block group approach:ag. well.(u:Foxiinstance, there are a
lot ofgcepsus;blockEb&oups;;andxthggcenauéibloqk,groppgisgnopsajnog
unit: by, which telephone: datais:traditionally kept.c However; :1if(c.
costs are going :to!.be developed: on a' proxy bagis,:the,only: 3i saqn.:00
disadvantage is that the calculations;ifor: allithe.different GSAs
will take!some timedi s polbiyl « aploob of tobiro il
-3 nedl «olinWe :are also open: to other:alternative,sized; GSAsi such
as .the! LEC- wire centekrs, zip icodes; orilarger census: bureauis »ipiis
designations. . Although ‘larger; geographic; units may: be;easierstd:~a
ddminister; :they, are -likely, to:mask: differénces»im.the:costrof [fiw
sexrvice' because’.of) dosb;:averaging. +In -addition, aflarge{GSA may>ns
act .as;arbarrier :to enbry.ifi éach COLRureceivinga: subsidy-isrob sd
required, to:sérve. on; a-BSA basisvitupor od 100 bolsnpiash ad3 Jedd
We welcome comment on whether census block groups can
be used effectively as GSAs to develop costs and the total subsidy
ount an alternate GSA is’récOmmende?haplease comqspt

'afm .?9 IrF) V2ODINSEO2 I H:}QF U000 Q2 Ls 2olpniadl Jiogl
on how that geographlc unlt can‘accqmpllshn;he\follow1ng.1n;n Diens

- 51 ¢ -

R.95-01-020, [.95-01-02) ALJ/ISH/sidt. s ({Q0-70-0Q.1 (0SG-10-00Q.5

P




R.95-01-020, I.95-01-02) ALJ/JSW/siq 1+ cn-7o oo 1 0Sa-50-20.9

. (1) vprompte theeasejof-administyations;(2);proyide access to
deqpographig:and othervdataj,;.(3),pyovide,accesss Lo kelephong.cost
data;-andy( (4) vhethernthe gize,of the GSAswill:ack,as.a baxrier,to
those: pyoviders who:.want tohecone;a:degignated: CQLR:or;who . want,to
offer:sexvices.in that,GSAx o4 1zun eoiviss oierd 3o siocs oft {)
“ion af1 oaCincFormulationrofithe CostiStudies.s 1:on o msstn saos
The next step is to.decide how.theicosts;ghould;be;.,
developed-fox the GSAs.(Exceptafor,theigmall;and medium sized
LECs.cit;appears:that cost-data-hasstypically;been;forsthe, rw vy
statewide:study areps;of:Pacifio or GTEC(y ,afdsfisves ot sisk Jeoo
=¥ hexis uithGTEGhcontends,thatyrbecause §b§§Q{§§J13m§t§§i§§;§39ﬂb
actual costsibelow.,the:statewide:gtudy,areaszlevel, a,proxyjappxoash
should be used.to develop:incremgntal)cost,estimates ., ,GTEC; ch od
believes:that)a proxy.approagh provides-a means,of gapturing the
:differgnces-in;costs across-gnall,geographiciareas;through the. usg
of variables: -Howaver,(GTEG.says thatiproxy,cests.are still.g ..
imperfect andinegdito be-regonciled with.actualicost data.at the,,
statewide_study;area;level. ;According-Lo.GTECG,cackual cogts; (i .odx
includenthe ;markup oVer-ineremental ;cost-needed {o-recover-the .~
joint:and common cogt of:the-firm.zuivorg 2:3 o yos1woons ovidaliox
vzt cPagifiagsfavors-a proxy:=methodusing;wire.genters as;
the GSAs. The costs for each of the wire centers in the state
would be based on cost templates of six to eight kinds of typical
wire centers.l® Pacific states that the proxy cost could then be
adjusted, if necessary, to take into account the special
circumsfafices ot phrk1ilad?fird édntérayiBheH 4o UAuGE) Eérraln,
ARG B O BEGIR 220i1Y (L 2ISTHIZnos Ya R3IRIDIIBY SLIGVOY
animéteLQhaIaQEGIEQEiQEI3°Ic§tYPéQ§l31§Y§1339§ 8€YV1CGeanon ouitavay
ot (ADUH)Y entd neoo0D 1s2U bad sdy bns eoivies [sijdnoblzox
volamexo 1077 (bavobizacd sd o3 bhson yem gavunsvsy 1sddo t1ovawol
o =il ysbhienos o3 nolaaln oD =43 ajdnswib $.8SC 2 shod Ug
ne3Rs patdzildassas 1o azcquug o) 10l ecpnoveot yicinsyib {sistemon
19q sisdzasint sdld Yo noidrcq 6 ,aoid3ibbs nl  Lesvivies isidlo 1ol
Xoasx vidnetyuo ai_Ja?o_snii-

i noxuod ¥sitisn sils dpuosdl boits
1:Pacifig’s proxy.formpla yould,éest

1 mate costasas,a;funpction of,
extain:observable,variables. :The primary variables aré.population

I3
C
density:-bycitgelf-or;together withs;loop,lepathsol vybiaduz siil toq
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ot 2iesiiThalieealibibni sagacehat'thascddroatadidd may aervéias
thé basis” £6¢/ ed1et1atidn of *avanivétbalrdebviediaubsidyi 4 £-thayab
aretebhdudted actording td theifolloning piincipledy ((1)bthe:edat
o3thdids - must 1AMy the iTSLRIC 6> 18cal éxcHange serbicejrand s
{2) the costs of basic service must be détermitriédiforodifferent?lo
cost areas or cost zonabkyrdédfinga stridtlykith'véapectto the cost
chatacleristidésof>déographié-akeas, el asie Ixen ofl
baste ~wilye propbsée thaticsats? £or~31)-the G8As baldeveldpedb
by way of-!provies?odrFér{ehévsnalldand hedionm 812442 LECE51if Factldl
cost data is available, thatiinformitionishouldcbe uBedziabiwoisia
déternihihgrehéihigh~¢asdt Gsas2JdIfrtheamallcand’médium sized LECs
(g8 HOEs have dny véeiffablescoBtidathj-thenzthé coat2gdtadies Should
be done by way?df pidxied?o” ($647proposédiRilEce.AIsDeAppd Af)yorea
oilf prlyirdusyelpeqiiéBE CoRMENtTSH Ehé"folloWings 5 (1) Jdancdosted
proxids Padsvdlspadcforidifferentieypescofoéoatzoatedoriaaprandiis
so, how!hminy &atdgdries<nsuld B neaded? I(2) ve¢dn~"eHe GSAd B sV Y0
catégorizéd-inta thécdiffeddnt tyhéanofréost edtbgoriéay (3)iHow i
should:the profy” fornilas>BetdéVelopéd, - anddréworkahopsbr+o1nin
hearifds‘néceadsary ta"davelopothedacformuiasit? andt(4) *dancthéont
relative accuracy of the proxies.béiverifiédd by-comparinglithem tol
achal“costs“incuEféd 'b§the smally fediamylandilarde LECs?

aidnze 2823 o wrodnan oriw odi Yo finaa 301 siaog a0yl LeARD and

N S
1

ctn oot Wiz o 2ajoiccsd dz2oen oo bozed od Bluow
3 it TLRLaNan) 2niv

P P Wyt e -
}o¢E dentdx gdGyE3c

¥
Y18

=an e Javonne osnl sxned o3 rEals BN .ﬁﬂJ>UFUf

g i 75‘1‘?98 needbfllur subsldlesiig lblg IQQSE )?gg§§ Igependsf'o f.’t rl})lf 3
revenue generated By consumers in those aréas., At a min

revenue consi8t¥Tof thetratelchardedifor-flatifatas offméasufed Pdte
residential service and the End User Common Line {RUCL) charge.
However, other révenues may need to be considered. For example,

PU Code § 728.2 directs the Commission to consider the net
commercial directory revenues for the purpose of establishing rates
for other servicés. In addition, a portion of the interstate per
line cost ig currently recovered through the carriéer common line _
chargaef{I“Helifivite JeommaE 482 Lot what féVéﬁﬁésYhe?ond théitafifféd
upicalanaIevuct, shoédirdibg dbﬁsidérediln détéfmining thefép popridte»
per line subsidy forihighlcastlatdas ét“the“éutéet lof 21éotigetitiond
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We propose that:the.cost studies for;detexmining the
existente. and . amount.'ofs cross:/gubsidies :suppoxting yates for basic
geyvices:thatiare below coOst,be handled rinthe. ongoing CANADy i1z00
OIR/OII. riHe believe: that:.concentration. of costiigsuesn.in.a .pingle;
proceeding. will:result: in the mostrefficient use of; Comnission .and
party>resources.: We récoghize that:this .adds a. new. dimension tq.,,
the. OANAD..cost: process i However, the: OANAD .progeeding.is. examining
the costs associated with unbundling basiainetwork-functiong.:di iy
Basic: servicerisyintimately-assbciatéd with.thHoseinetwork
functions,¢ and> some’ of:-the' work: products,£ox determining basioc, i rini
network-funotions inay overlap: with whatod s, negeded- for :the,tesbiiiash
studies’ofi high: costrareas.r Upon:the completion. of«the &gt [5301
studiestrelatipg toshighicost aréashinqghe;OANAD.pcheeding(xthexm
totallsubsidy:for: high: costs areas can then bef{derivedand msed 4ns
thiscproceeding. to>put: the high! costivoucherifund: into effectd 1lo

Due to the proposed:schedulé:in -the .OANAD .proceeding;
(see Assignéd: Commissioner!s; Ruling!int OANAD,~ gune 22, 1995), a
decision as’to whether. the:cost. 'studies for highlcosti axeas: should.
be:handled: in-the: OANAD proceeding:néeds. to be 'xesolved . quickly.isp
Wewmay‘issué;an{interim;decisionﬁshortly:after‘theninibiala;oundigf
commentsrare filediin .this:procéeding iif: we: decidei that:the. cosbt:is
studies for high:cost: areass should be:; done:in- the: OANAD. proceeding.
We: réquest comlmént oh:wWhether.the:cost studies: fori high .costi:axeas;
shouldzbezdone=infthé}0ANAD1probeedipg%;;Commen;ing«parpiegsshould?
explain: ﬁi)hwhetherjédch'aiprocedureuis.apbropriatetgiven:bhe:31
focughof:each> préteedingiand - theryvesourcés needed- for cost studies;
(2)oswhetheb: the> costs studies:in: connection{ with ‘high: cost ‘areas .are
likely to overlap with the cost issues associated with unbundling;
and (3) whether the cost studies for high cost areas can be
completed within the proposed OANAD schedule for cost studies,

s fddiw tsnodaps rag ybisduz add sisquon o3 ai bodisw ond 81
a3 asubsyr blpoo notezicseld g .2338% 1911180 0 epprsve hojdroisw
LBoouhst 5 zaidny nizsesd 26 aldslisves IJnucss ybizdue
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ot entoird ot Peteyminidg: High Cost!{GSAg!) szcgotq sW
sized 16} 2ot.The'neXb-problem 'todddress-indesigning .thé>high:ixs
cost voéUchéy ifund: tiechahisi fis 'to'decida: how high cost!GSAs: should:
Be 'determined.?/<That!:ig, the: Commission netds' to' establish a Io\s10
rYefereénce or benchmark ag a point!'of!cofparisdhiioIn” theory,bif:the
coats ‘in 'A! GSA® éxXdeed (this xeferanté or: benchmark pricej theiGSArsq
‘would be' considdred ahighicdsti GSA and: would:recelye: fundirigi fromt
the high‘fc’o‘stﬂi(foubher?tfund“ﬁﬁfi pitiibnudng ivivw bedsivonns 2dzon and
»10% GTEC-adVochtes 'thati:the: Comhissiontdeterminecthe:iant
initiali‘-behchmarX pride thattarcustofmers is/willing to pay. fori araul
definedrbasitc gervide: pagkage.iv The benchmark pricerwould:/beitheran
total monthly! pricéetwhichrincludesrall raterelementsf{of{that:oibiste
service pnffhe €oalitioid sufigests: that the>néti subsidy: ambuntasibuje
available fshould'i'be> based oh .the differéntial>bétweensthelTSLRIC)]
of basicrgervice and:thediincumbénty LERC'S ekisting>rated’as:approvéd

by: the  Commisdion ‘£6) .€ach’ particular: GSAy «il3 o «nd
o (2¢e!l | We propodéithat:the: reférence: or: benclimarki:for:A soza)
cdalculating thesubBidy for eachi GSA! besbaséd on'the révenuesizisah
genexated by the:LEC offering:basic 'service {drn‘that{particular:GSA{
If ithe proxy: costi)6f serving that:GSA'-is> aboverthe’ benchmark,ythen:
that: GSA:8hould’ be> corisidered arhigh: cost: GSA,1and: the carrieér:or: >
the fcarrierd’ofi'last! resort:'serving: that: particular!GSA are asibulin
eligibleto keceive' funding. j:(See proposediRule 61A.6313 AppisAx)sy
ﬂe“aléo-prbposelt03périodicallyﬁreview;bh§7subsidyramounts:ﬁd3éee{e
if théisubsidiesiforfhigh'cbstfareas;should!bevréduéedi?? Int sagh»
a: review,’ the Comnfigsion should: consider:whether;thejcdstsstudies;?
:the proxy costsivof .the:benchmarks> should: beirevisedi11Alsédjsthe(s)

oaifbnudou fddiw bolpicoass goupal Jdzod ol gidiw gqelyavo o3 yleitl

ad g z2esits 3eon duid 0l zmsihuyle fzosn o) aodtaw (€) Bas

.enthuldz Jaoo 10l slubaiuz (IAVAC bsaogorg sdt atditw belolgran

18 One method is to compare the subsidy pér customer with a
weighted avérage of carrier rates. The Commission could reduce the
subsidy amount available as basic rates are reduced.
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Conmigsion:'siduild ‘consider-during thatsreview:tharaffedts 6f>hH oy
competitionfand advancés inttedhnologyv J(Seerprdpodéd Rule-67A.77,
App. A.) If over time the rates charged fall {bdlowi6he:initial (u:3d
Yéferende Or benchmarkpithat wouldzindicaté thatralreduction in the
subsidyamount Iwéuld bé refquiredic<i 29 oV hisinl 10 anirodl £ oolld
o1 patlize We welcome comments oni31(1}fwhétheﬁfbué&propbsalofq
achieves a:proper balanée rbetween theiamount /of Subsidysrequivredpv
and whetherssuch subsid?fﬂillcattfact ‘otHerrcartiersstorgerve-thel
hidhicost iGSAdg; :{{2) shouldrthezinitial dubsidylamount Bérdetérminéd
by using ‘gomé‘othear: bénchmark, ‘suchras a statewideraverageiof ithe?
proxy ‘¢ostgof fall ENe 'GSAS fiand i(3) 1 ithas périodicereviéen idf [the
subsidy ‘amolints meédessary fiand i E 407 how'dfténfshould"éuchfxfe\ﬁféw's
take place. and/what -{téms ‘wéuld srequiré cPavid . &Y CAdjusthentgpiasnh
10i116d 9:iil 1cOndd ‘the 'Commigdion ‘determines the ‘¢6dt of serving
the GSAs, ‘and réferends'<or bénchmark' prides haveiBdervestablishedy
the amounht -of ’subsidy can’-then be calculatédfor éach‘highlcsodt cdv
GSA'x~" FProm {the total:ramount cof “subsidy "for reach ‘highcostGSA {1 tHé
Commiggion' can then set the ‘amount of: ‘subsidy that<ci& A¥ailable “on

a pef.customer: basis.*i The subsidy’ would then' ibe ‘colléctéd “and 2 1o
distributed based on the number of customers that each designated

COLR serves in a high cost GSA.
<3, Determining Who.the COLR Should Be ... 10 “5ii% 6%

e

1r [Ty

'e EPROeN ‘As’ pai‘b Sf four: proposal’i“\vre 'wlll>f1ﬂ1tially<1‘equ1re ni
;the 1n%:‘p(;nbent ‘]I',‘E!(;sajto aser'r;r);rfalnci i)F Jdqe’si (e r?a?tf:g Cé‘li ..m: a](.‘lmﬁqur
serVice: areas Until such t1me l:‘l'ian:-i anothér -ca'fr.‘le"r or fcafrier”s’“afe‘
designated as; the, OOLR,,J}?I AN .the eyent .the incumbent; LEC, degides

A AN S AT

to remain as a COLR, it may do so. Othé¥ qualifiéd Providers Way's
also seek jto become a-designated COLR in: a patticulwar;;GS_A,, or: taoc

Fassa N

compete ~i{n 41 GSA witholit: beihy ‘dedignatéd ag a COLR 31 HoweVe¥2 Snly

h afd od Hoen ggnthsl
coddody ao dnssson tiniloa oW £S5
510N s J jxfgx.. f‘o.; 1&“ Terdlo asve 10 agenotg noiijufoesit

197 This p”rop(med ’reqini‘e'm‘e’nt’.‘ ‘ig feoriBistent Wit h (Losal ‘Compétition
Rule 5.A. .dgozzc Jani 3o
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the degignatedicarriex-or-carrierg. ofrlastivesortiwillbe éntitled
.to.draw.from-the high.cost voucher:ifund;i (Seerproposednoiiiogaon
Rule, 6,D.-3.5/8pp+ AN {1 hopirads asdsy afd <113 wave 311 (LA (qaA
ia o onodisubeYfracarcier-wantsito be designated-a-COLR, -it:shall
file a Notice Of Intent To Be Designated<A COLR {{NOI}ipdn this:icdun

proceedgngf.;zgx;e'rhez.NOI_-.‘.sigr)ifies that - the carrier is willing to
undextakeithe iCOLR obligation:-ab the.established pexrcline subsidys
for .the.cost rzone ringwhich:the:GSA-is ilocal;eda%]be The:assgigned s
 AdpinistrativerLaw;Judge d(ALJ) / -in iconjunction with the:assigneqd i
commigsionerrighall.conduct hearings,:if-necessarycon:thepnizy vd
qualifications-of -the carrier filingthe /NOI 0%23 1The :Commission o
:will.then;issue a:degision deatgnating whigh:carriersghall be adua
designa,t.ed.\,.t_bQLQOI;R.?\%tv(See -pYoposedRule 6.:D.4 ¢ APP.o Ad)iig s#ea
piivess Yo -Anytime after-thesinitial designationcof the carrier
or-carriers.willing.to undertake the ;COLR obligatien, tany carxieris
who -is:designated a.COLR may,opt Qutof::the .COLR:.obligation-by. o
filing:the.appropriate adviceiletter 8o long.ag,there is at--leagt:
one.other ,QOLR operating -in:the same sexvice area s If:-the ‘carrier,
optsioutjas-.a designated CQLRy:.that:carriex is:no  longer,eligible o
Padenpiach foso 2edd 2scuodaus G rsdoun od) o bowed Dogeditialb
CA2D do-l sdpkd B o) vovise 216D

30 The NOI must &SPy Wler ¥1&d' 2 23, s dhd%, dontain

information .regarding the .service areas  in which Jt..currently

operates in, and a palance sheet apd income statement as pecified
Sperates In and A bRl e A D RTS Eb e nEDE 2R PRRE it
to.the NOI-in accordance with Article :12: of{.the Commission/s, Rules,

s and"Yéspondes

[ LR -;,( A urgenee b . s = L e_[ o g A g SR 4
ZI”lThé‘§E%3llﬁé‘sﬁﬁsidybhdﬂld:be”aetéiminedhgftef{thE’éﬁst’“eiain
St“éﬁi ies have heen completed iic .oz ob ysu 3i (JLIOD B as oissaY O

2277 TiP siGiabions where the SA¥Fidy T eTedrly Guaritied, vut w2 is
.protesting.party; is, seeking to,delay the caxriers entry,(no,3s4m0o
hearings need be held. ' i '

23 We solicit comment on whether an advice letter and Commission
resolution process, or some other méthod, might be a more . ‘
;appropriate way.of{handling the depignation.of,carriey, oy carriers
of last resort. LA.2 sips
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to draw :fxom theahighscosbavoucherufundr?{sw(Seeapréposed 073 eluew
Rule 6.D+ p-Appa Adc):}  .brwd ods mox) waith ot olde od Jonn [Liw 210D
I1f there is only one COLR left in an area, andithats

COLR wants\to:bgzrélieked.ofitheJCOLRuobligation,%gﬂthen the
Commigsion, or: its .designee,i,will- conduct: an:auction.with qualified
bidders: to. determine: who .should become the new.COLR:s0:asto ensure
the continued availability, of basig.exchange .servige.iy:The bid-will
involve: the. obligation to ha: the. designated .COLR: fox: 4 (pexiod ofixa
three years.ss The: biddingiwill: start:.at; the. egtablished per.:lineui
subsidy;.for:phati GSA. ,-The COLR.obligation: willi be, awarded sto. the .
bidder: whose -bid: price; is tharlowest+D The' winning bid-represents:
the "premium” which .we:believe.will 'aat-as ant incentiva.forissoh o
encouraging; a, caxrier .to;undertake: the:. COLR obligation.28oanys 1i
other carrier entering this;market;afteyr;the; bid-has:been awarded:s

mayicompeteias;a:debignated COLRrentitled:to;draw. 1/2 of the
winning;bidnfrbm,thefhighlcostivoucher‘fuﬂdrgzn1Afcafrierfwho' 3200
s yef [eroogosg spo ofdiased wod ol bodestotind ylrefuotlding s1s
siv 5W Laovidnneldls teaito to sziaedosn iwildons fis s 0 boisgruod
24 Inithe}eventaagdesignayed;COLRcno)longer:wantbIto!undertakerin
heyotaioation, S50 shall remare s, ngtiss, Anterning; the, furd o,
vouthers funds: inithe{particulariservice arear ¢A copy:of suchd oflw

notice shall also be placed in the corres dence section of. the
formal files in this prﬁa‘éfé'ai}f}éf? zlz\f?J :!‘..DPOS fl(l;l ‘?IU?E FIJJ JJI\FP&J& 3}
2t opnibssootg noididsyed Isnol edld Jaid3 oxinponot oU

25 If a GSA has ¢only one COLR, and that carrier wants to ?Qf1 .
relieved of its COLRoblidatidn]  the earkidr must £l1e” 3~ d 247 s
application to do so. (See Local Competition Rule 4.F, {8).)

26 The premium that is awarded should bé recovered as part of the
high cost voucher fund. This could either be calculated as part of
the total subsidy required before the high cost voucher fund is
established, or included in the adjustment of the total subsidy
during a periodic review of the fund.

27 By permitting another designated COLR to enter, we hope to
prevent a situation where théslagtzdéesignated«COLR;wants>toiexito3)
the servidesarea.so:thatathréughstherauctionimechanismt theipremiums
vaaitlisn 5 Jug o2 2f msidorg feldnsiog =2idld xiY ysw Jedld svideniodls

. o hid ed nso sutriorq 5 Yo dovm word o aviig

(Footnote continues on next page)
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wants to proviﬂefservicef$bdtudoesihotnwahtvtolbe&omb‘afdébignéted‘
COLR will not be able to draw from the fund. (See" proposed:.3 ol
Rule 6iDs, Apps Av) itk 310l 1100 o110 wino 21 ooy 31
zﬁfjfuwfnﬁg;tofthe'dikcum§thncé‘thaﬁvthéfé*mayfbe‘aﬁholeﬁJO?
idesignated COLR,» wesmust. havd iarmechanismiin ‘place' todegide:2ir oD
:whether  other-ca¥rierscan' be desigriateda «COLR /aftey::the> three bid
Year fterm:éxpires vi-Before roron thei 180th' day before therisuon ol
expirdtion:of: the th¥ée iyear. . COLR: obligatioh,all:icariierst wHo dre’
interested: inrsexrving -as:at designated COLR:uion' réxpiration of thaid
terin shallffile: an! NOT,v as> described! €ar1i&r, iHthisiprodeesdingive
for:ithatigexrvice tareasi THE Commigsion  Willt thehiidsué ardécisiontd
to determine whethexi the ‘'samd designated COLRrwilli:be Yethined, of!
if an_othera Suction Will berheldi intatcordance with proposed HINonitn
Rulé> 6By n:z{Sée: prdpobed! Rule! 6\ BL3{rAppii-Al )eniising ¥aitien tsiddo
2414 1o We invite commehts:on! oy proposald’as: tos how ther liigh
cost voﬁcher?fund.andw§dfety net> auction> méchanismn ;should workinnie
are particularly interested in how feasible our proposal is, as
compared to an all auction mechanism or other alternatives. We are
alsol:interested -inicomments’ oniwhéthexrsthe>designated’ COLR!siI S
sexy i FEVEL PSR BB DR Bhdba” SRUEAS) 4 BRI bR e s
who doinot Wanbito be designatédtCOLRSEshbﬁldlbeiéntitl??éggiffiﬁgﬁ

ol 30 gotingag oadnebreqesyicy ol bt hagrelg =1 oelk
a sefb{%e e fltbf% on"a"1é55" than éﬁéipggi§fq aldd af soirl [amxod
We recognize that the Local Competition proceeding is
23512 "§3 L1160 16f1 s .EJOO 51 YIH% anid AZD £ Y1 2%
85; OF 3884 PgrAPpﬁtéﬂBr?ugﬁgégiL8>e2ﬁ5¥ and 55 povsilox
e oz ob o nofisotlgas

2% Yo Iieq a2s bwrsvoos: o DIluoda bibisws si Isdl mulvnig odl 98
I dysqg 26 beisfusisn sd yoedlis blveo 2idT  .bnpl torhdspov Jaod dwid
21 brul ssiHouoy dJaco doid od1 sicisd boviupsyt ybizduz fgtot odiy
whieduya [p3o1 ofd Yo Ins-tzuibn 242 nl bebuioni ro ,bodaildslias
ol 2dd 3o wosivor niboluog B pibyubd

o3 sgod sw ,t9dus ot SI0D bodpapiesb tsdicns pnildimisy vd VS
(FootnoteicontinuédryYfromipreviousipage)ds siodw anoidsuldia B Jnevory
andt subsidy! fori that=serviceraredicdn:beiinéréased.nsAnothérica o453
alternative that may fix this potential problem is to put a ceiling

price on how much of a premium can be bid. .
{sprg JIxsi 10 a2suniinod a3onioon’d)
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certifjcatiopn srulepq,rHoweNex s whenstazgarrierzundertakes. tte COLR:
obligation, the Commispion-needgito:ensuresthatithe(GSAiin which-=
the .COLR:-is ,sexving-will-have:arcarrier whoris:capable:ofu ovain
fulfilling that-obligationy If.the-COLR:were: to:goiéut.of business
and leave a community without:telephong service;u.public-Healthvand
safety could:be endandered,:as.wellias:disrxuptionsof the local
economy; s Weineéd-to consider.whether :a:/COLR.shouldibe>rdquiredto
meet.criteria beyond:theiqualifications reqiiréd-offCLdey tioilgaf
ieon duvid HosThis. criteria-canibe used: tordeterminetwhichvedrriérs
should.be designated . aiQOLR;-and:which carfiersccan.pdrticipateosin
the gsafety net-cauctiondy:Soue Of thé:criteriarunder fédnsidération?
are the.followingtsaz{l)thecfacilities that [thercaxr2iershds=invinu
plage or-the ‘arrangements:thatthe:carrier:plans to?enterrintdétseol
that it can provide local exchange service; o(2) ithe:financial's o
ability of the carrier to undertake the COLRroBligatiion; and
(3) the.commitment-.of the carrieri.té:promote sthegoals of universal
sexvigce :in. low income andinon-English 'speaking-.communities/sc(See ™
proposed: Rule ;§.D;4 o r:App. A.):~:He -invite ;comment ‘én whetherra COLR
should imeet specified .criteria,  oriif.sufficient. safeguards:are =1
contained in the Local Competition rules. s sroit il
4. :-How.the Surcharge Should :Be CollectedsDolt '
benn-asndntroduction 13io tasy o83 od blirsy ooiviewa [sziaviau
o £ sz 1o Thei-funding source for:.universal: service 1is ‘extremely
importants c,;“Thei;Commi;ssion ;stdted ‘in:its Infrastructure:Report thdt
the funding:mechanism .must{be :neutral to:allscarriers-andavo ,oni!
compatible with a competitive market fstructuresdniia s nsdd [stuon
«d mzinrdes. Currently,the:.Commission! uses all: érid user
suyrcharges {(AEUS): to.-fund: both:the: ULTS program:-and:the [GHCER:23sbgu
program. These surcharges appear as line items: on'gustomers's bills
andjrepresentia percentage’ of .,Cu’stpm“ers!_i expenditurés on
telecommunications;servi¢és.on All endiusers)ofs; telécommunidations:i
services;yyith:the' exception; ofionerway; pa’giﬂg company.;.custone¥syiq
pays thes surcharge;amount+i=The, ARUS: is! ef fechive:ninder:thel cuirrent>

so-1
i
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system-Because it distributessthe{burden-ofifundihgrthetdnivédraal®
service subsidy-dcérosslantextremely broad basé-of) i .goldspildo
telecommuhications -usérsiw Itihasvalsovprovén-extremelyéady tools
adminigtar.):;:Those-customers recdiving benéfitifr¥omithé netwdrk vz
providé tlie>révenue=stream forithécsubsidyiv ylieoe.ooo & sveal bae
fpaol w1 Currentlyy-the:zCHCF:zfunds .mostlyrthe sialltLECE “tHat
serveshighicostidreas.s . Othérshigh-costfareas areffunded throughoso
implicit subsidieshinilocal:exchangé i ¢arpier rategsd Pdoifigrands’

..GTEC thave-arnumbér (of c éxchanges which:maysbe i¢ongidéred high cost
onceithé-implicit- subsidies arérmaderexplidit. beAlthdugh thebfwuoda
Commission:will nbbiknow:the-size 3f thefsubsidy:needéd t6 Suppsrt
universal rservice-until ‘cost :studiéssfor:the /GSAstarecdialyzeqd, o136
funding ineeds:for highccost rareas:could ‘certainlyrbeslardercthian [a
the current:dizeiof {the CHOFso2 opiedoxa [svol ebiverq nsd St Iedd
iriie byroiPositiond '6f i:'h'e' Partiedny o soitt1scn sdd o yiilids
“raraviay io 2 GTECs Pacificand-the ‘small :LECS (supporYtiranm-ARUS, (€}
The “Coalition:believes ‘thatiziti:igipremature rforthe Commission ‘toa
:determine -a:funding mechanismibecause .it .isnot kfown WhétHe¥s 0ao'1(
residentialbasic exchandé igervice is in:fact fsubsidized ‘and Ii'f/s6,
by how much. casfuys noidrtan—o) fanold ol i bouaislaon

McCawibelieVes that:‘a:géneral:itaxtosuppdokt .5
universal service would be the most efficientudand. broad-based
-source oftuniversa1>serv1ce[funding.;ﬁln the labsencé’ of such a tax,
McCaw -coptends.. that'a.-surcharge: bdsed 'on ‘an"‘equal>chafye pbYs Hocess
line, customers:or minutes of use’.wouldi be more: competitivelys1 =iJ
neutral than a surcharge'based on'billings.is303 5 d1iw sldtdsqgaon
193::TBT;suggestsrbhatatheféhrréhtoﬁundingfmechanism be

updated-and ekxpanded:ta-includé’ revenuerstreans fxrom''ehd usersias!»
well{ as;-all> providersiodi =il es usoqus a2spusdoiua cgofT .MBRIROLY
r:o «Ther City:ofs Los:‘Angéles believés that .thére:mustibera
fair:and: réasonable! apportionnfent ofi costs betweenttelétommunication
prov1de18vandnusersn:3Allﬂ;elecommunicablon!prOV1déts!sh0u1d30£v193
contributei in: 6rdersto! promote’ fdik: cofipetitioniim theimarketplacei
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iizsg o1 AlrTouchsargues that:cellular; cairiers should not:be
required: to supportiuniversal-service fundsiztAirTouch maintains;:
that-since:wireless: serviceris not an-esséntial- service: it- should:
not fund universal service. : Lenivian ‘uraltien odl
«.i3 i 1TURN.believes-that:aihigh>costi-fund: should be funded
from.carrieracontribytions;;:and-nots from>an AEUS. oTURN:argues;that
the:new:funding-mechanism;forthigh:cost: aréasibe:basedioninet onns
icolmonscarxier revenues » A{carrier!s>neticommonicarriér revenues:
equals its.commonstarriérisrevenués reduced:bypaymentsimades for il
~télecomminicationssservicegithat thavéralreadyobeénisubjected to the
fund:assessiment o ITURNYs ;proposalnis(based:=onsthesnetotirans! atcolunt
idea developed-by.:EliiNoam:o6f:iColumbia University:» seucosd sf{uaoi
=141 zUnder-Néam's QYStem;uanaindepehaentqadministtatofJ1w
setsyup:-a universaleservicezaccountifor-éachicarrier.otUndersthetl
JAetitrans-acgdountycallccarriers thatiprovidestransmission patht 1o
servicesctozthird:partiesiforgcompénsationsareiincludediinithejeox
systencvsThis inc¢ludescallsfacilities=#based:two=way:transmission-o
carrieérs:..the LECs; interexchange-¢arriérs (IRCs), ¢ééllularcunnoid
carriers; competitive access;providersd, and/privatéimicrowaveiandi
satellite;caxriérscvin doidw mafardocn od? o3 sooiduz zyebivorny 1o
ant1g insrcThée administratoridebitsicariiexs:a- £lat: perceritaget
of théir transmissionipathsreveniés; netsof-transmissionchargesgic
paid to:other-carriers: iTheradministrator:éalculates-thes [[s (3}
transmissiothath:reﬁeﬂﬁes:by?sﬁmmingpreVenue§1frOmuloéariserviceﬁ
intralATA toll;:interLATAitoll i miobile telephoné:rcalls; adceds/fids
interconnection and collocation péyments receivedpzreséllerd
payments;:privatéslinesiand:-high<capacity.business~dervices,
transmissionservices: fordnformationcproviders; paoKet iswitchedbs
trdnsmission services/j:trYansfiission parts-oferintedratedysystemsbns
packaged, ‘basicrCentrexcservicead; tdndccentrdl iofficé<switchingucss
ifunctions. yIFrom thig-total, :théradministratoridubfractscthensnsisy
transmission:chargés :that ‘carriers:-have:paid<to<otherccarriérsrssay
ForexXample 1f:an<IEC-has pdidian:LECraccessrdharges, ythe totdlof
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those: chargés :is: subtracted’ from!thé IEOfs> transmission path
revenues. - Theradmihistrato¥ thenrcredits ¢arriéra{for theirciupost
univetsal: service: contributions and for:subsidized!usérs>chdosing:
the carriers' sexvice, Laniveen fpaaosvior bt Jon
Debmird o1 binoNoam:pdints outi Ehatiséme:carriers;/“with the
rexception: ofithe largé LECs;raré-notrcurrentlyirequired-toikeep>1l
accountingrecords:which:will-idéntify 3pecifiéotransnissionspathy
revenues: 1Noam:also pointsiout:thatsthd system:may beisubverted>if
the:net~transsaccountyis-onlysimplementediinrasfew:statesii zisips
cii1 ot bsicoiduTURN. éontends thatithiditypeiof2fundingzméchanism/has
sthe- followingtadvantagesi-u.(1)sunnecegsaxy2transfersofzmoniest will
result because carriersséan offsetotheirrcontributiohs tésthéd fuhd
withreéxpected-imonies’ from"the1fund;i(2) it-eliminateés the
incéntivesito.price:didoriminate because>thesraisingvand lowering=
of rates toireflectipayiméntrofrsand recéipt-of (moniessfromecthaifund,
respectively;his eliminatedss (3) oit provides fincehtivescforsnivien
carriers to serve-aredas-of:the-staté-wherérsubsidies adeiavailable
because:itwill , ¥educé theimoniésrthe-carrier neédd to’contributeo
to:thevfund; : (4) 7itralléews the-funding-to-be spread:over a:numbar>
of providers subject to the mechanism, which minimiZes:ithe net« sz
impacts:on- custdmers;(5)sif-ancABUS-isuseéd/j+&n inéorrect price
signal rayrbé:géntnto cdnsumers~ifithe ABUS:iscincreasedy andrii o
{6) all telecommuriicdtion:providersishould contr¥ibute:to.thig fund
hecausectleir netwdrks: are:enhanced:whenrall ccustomershave ithes=<i
ability-to makKérandrreceive télephone callgsfromrtheixrchon&aiiey sl
csaiDiscussioniana: = ioayeyg noidsoolfon bns nolisonnontadni
.2o-The-AEUS:systemihdsradvantdgesrand -didadvantages 2510ne 549
advantage-is<that therbisiscofcdnrARUSrsystémeis ‘already.iin place,?
andais:eqsyttOEaninisteréJ:OQpecﬁheiCommiSSioannows the :subsidy. 3
amouptéd-néeded-i6 iwill-not-sbérdifficilt:torcalculateé:the ABUS Hoeq
percentagezfor:funding-highicdéstrareas. [«Carriers simply .charge ierid
userssbased-on:ca:percentage-ofitherdmount ;of telecommunicdations s13
gervices they .usevsrAnotherczadvantagé iis that “tHeARUS igceffective
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in -showing>the:explic¢itiamount-of subsidy nec¢essary.to fund
universal-service. inBnd>usexs:would sée that-theyiare: payingfaiaion
certain-percentage:of-théiribillsito keep:basiciservicesrates by
affordableé:in-high-cost aréasi- (<)} bin asupovesy fdirg nolesiozoptd
i n ThetARUSralso has:itsidisadvantages: anWithithe>AEUS,:the:
entire-cost:of the subsgidy.is:ghifted to end usersin~Andtheriiosiflez
disadvantage-issthat theiABUS:may:beiviewed-dasia>taxionrus | 1aninon
telecompunications:sexvicesihto:supportobasicrservice {inthigh cost
areas; i 11fithesfundingineeds iforohigh.cogt-areaszincieasé ui ooolol
dramatically, customers may sée a large jump.in,thisisurchargeiupox
pnibiuThe netitranssconceptibhas several advantages¢nalt bills
carrgarsianqbtendaugers;5and:thereforeamayanotqbeaperceived3a83asbe
tax-by consumersi:{iTheisystem=alsd considers universalzservidériron
contributions:beforesbilling:carriérsiso:that moneystransfersiare:s
minimized. CSOHD o3 Bas bauol 270U ol radaininabs ol haYiupois
f:-¢iu~The net:transraccountalso:-has-some potentialoz
disadvantaged. :New accountingcsystems:would-haveitosbe:put~into:una
place to track transmission path revenues::iItrmighttaldo-leadstous
somegamingds ;té(whatrkinds of ‘servicéstare:;consideredito be
transmission. ,+Such-aicharge-nightcalso-affect afprovider!s -choiceas
of howiinfdormationishould:bettransmitted: isTherretitransiaccounts:is
might alsosléadito problémsiinrdeciding-what kind:of-tethnology «:i:
providers should:be;subject tortheinétitrans chargel svildstiatnisbs
of ‘iheaCommiséiOn.ignundedidediatitheamomentfwhethéraa dzEriw
funding mecharnism-basedion:theinetctransracdountysystensigs Inrsinen
preferable;overgtheiAEUSﬂorAlthough;prOpdsedrRuleinEr{setsoforEhLa
net trans Account;riwe-émphasizZesthat:we:aresstill:undecided:whethez
the net trans account or the AEUS should:be:usedd nsn bustl 1olrisd
goitaeirco? il avied ol Jnoron =d3 I6 boallont ats oW
& fope  Lmataedosy binul wsdopov Jdeon dpid adl wsdeinicbs ilsail
ol 991 evidsrdeintiabs ns ysq oI bson s oipnimilo (liw [szogoig
o843 lo 3aemodtolins yoizso ¥ol aswolis osfs 31 .yodordzsinimbes edl

.
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tnWé réguestothat paikties tomment-onithé!possible problemst
noted by:Noam:>t:{l}swhethér the hétsotranszaccount. willrresiltiiniay
burden:on:someicarriers:becaude they/willihdveltos:trackrtheirsiion
transmigsion path revenues; and (2) whether thersystdmiwilldwork?if
itiis.dmpleméntédiin Ccalifornias=but:nét24d other’stitest We also
solicit:additionalcomment on ourié¢dncernsabdut thé petitranstitas
concept, and:what'can:be“doné- tofaddressithodé éonderasspninnvbenib
duos deidfathecnetotrans:dcéountuls-adoptéd;swezpréposénthat-alld
telecommunicationiserviceJprovidéfsishbjéobntovébrujurisdlétionsbes
required:torcontributé.anuf oprni 5 a9z wis eremodeus (yilsobisueth
efftd 11Any2upiversal service furding-plan=zreguires ardfunding
administratér,;swhooisjiresponsible>foricollectingsahd-ddpositingiiso
contributions{intovthe fundjrand for:disbursingithe:moneyito thHexs3
appropriate:carriersyv 3THdserdutiésiarevsimilarstolthosecdurréntly>
required to administer the ULTS fund and the CHCP. Lboxiniais
Some iofsthe commenting:parties suggest sthabt arreutral
fundradministratdr:be:’sélectedi>. Othersisuggest thit therCommi&sion
act:assthe-fundfadministratorvoves ding notaainzasy? #ostd o sonlq
o4 oXIfithefundingradministratdér israrneutralthird:/partyp. o
theCommission.would havéitorséledtithecadministratdr, .and monitor 7
theractivities ofthecddministrdatorrarid<thé [carriers payindgiinto o
the fund-arid:receiVing moniesifidm<the ifund/doln additidnp=i{rs tipi:
administrative feesrto theradministrator would:zhaveltocbe paid/jvoiqg
which wouldirésulbéiﬂ?anfadditioﬁélféhargé.noi£€ﬁece§saf?, the
neutral third:paxty mightrhave:to:irequestrthéCommission-to gonduct
auditslor "engadedinfothércinvestigativéactivities torensurerthd sy
following: hithat.tlié icarriers:aresrpayingstheirsharejcand that3 lon
carrier fraud can bé:cdetectédirodz 2U3A <3 w0 IJnuoonvs anstd dar ol
We are inclined at the moment to have the Commission
itself administer the high cost voucher fund mechanism. Such a
proposal will eliminate the need to pay an administrative fee to
the administrator. It also allows for easier enforcement of the
fund in the event carrier revenues need to be audited, or if a
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carrier's certificate of publid convenlence-and-necéssity needs to
bé ‘revoked: for -failurerto.pay«its share-ints:thé fund;av(Seers diiw
propodedRaléi6:F:4, pAppr(A.Y [n Werinviterfurther icomment - ONver o
whether ‘tHe :Commidsion should-administer-the:fund or-if a-third:isxs
party with fund management experience shouldiadminister:;the:funde;{s
We ‘aréparticularlyrinterestéd-in recéivingccommentacabout the
resulting ‘delays ‘andradministrative:difficultigd<the Commissionycon
might céericountér in'condudting:audits-andfinvestigationg;.or puibnul
revécationsycif <theradmifistrationsofrthecfundiwaspleftiup to:astnda
thirdspartyvotd 20U odd (rovewod  ausbivory slqidfun diriw cioedyem
pi->oThe:Mé&chanign férrPunding (Low vIricome Cuatomdrgsz bLoailiboa o4 o3
oteThe f'Girrent mechanism:fér«fundingrloW-incomeycustomargsis
the ULTS ‘Prodrdm. cUnder .thé ULTS program-allzLECszthroughout;ithexs
stata chargerresidentialclowpinéomeccustomers-annrinstallationzasoson
charge of $10.00,28 and a monthly:fea:of1$5.62iforxflatijratezspisds
servidecorig3:00-forimeasuredrservide. niBach:LEGuis tHenrallowed to
drawimoney from- the {ULTS fund which ¢overscthe:differerice:betweeniv
the statéwide ULTS:ratélandsthésdarfieris-rateifor residentiald-rov
bagicigervice,lag " well as for certain éxpenses-asgsociated.withntheos
program. -However, ~thervesidentialcbasic¢vsexvicezrates:-differ: vino
depenidingvyon thetLBC, andi’consequently.:seordoestthe sgubgidy-amounts |
For examplépiPacifid, whichrservesih79¥% of stheiacdcess~lines insthe:i:
staté, has-acrésidentialiflatfirate;ofi$11.252 2Paoifioidraws: 85463
peﬁiUﬁTsﬁ6u§EGMerf0n?éxﬁlaﬁuratefszTEc,jthe:state!s;secondjlaggesb
LEC, hagia’residéntialsflatykraterofo-5$17225. iGTEC drawsy$1l, 63ipery
ULTS Icidtomer-on asflatcrateuiiThez¥éstrof ithe LECS!dratésavaryjsds
but [they cannotrexceedils0%ysJirsip pnived yd silened [([tw srssodaun
atdd Yo viifsidusn avildidsqason ofdd srtveans o7 J1eDivorg sprsrfioxa

o3 bowolls od don bivode 242 o423 (wbiaduz wenodansn shodni wol
s 0 esviosostr O3J 3ansdrooni o4l dadw 1o eseooxe ni ybiadua 5 dooilon

38 The ULTS.ifndtallatién2chargebforgsomesof}thezsmallLBGs2ds 10g

éeggg%g?ﬂo$%03EegéggéagfvEB? restrickiong coptained yithin PU Code

aspictaxa [rool Io si1s s i bBouniinon zt ssivisn aofldrbiolls
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st zbaon Allrof-thelparties icommentingcon this -iggue -agree 'that (s,
with the<adventiof localexchange conpatitionp-tlieé ;Commission needs
to revise - the:ULTS:program ‘sorthat all .carriers providingsbasicyoiq
exchande ‘sérvica tdénlowrincome - custdmerd:can avdil ithemselves. . of o (.
thel VLTS  fund<or faivariantcof thatifunds Jao-npsinn s Bnol dlie yrisg

RHE JlnféonﬁrastttoLthe11ikelih06d;thab<fun41ngWneedarﬁprmhigh
costrareas-ard liKelyitduindréaseyiit «isinotiexpected:thatithe (oo
funding levelfdr: ULTS:williincreasessignificantly: -We propose fvir:
thatrthe existirg:ULTS:pPogramiremaincin:pldcéras We move towardvs
markets with multiple providers. However, the ULTS progxam;needsd;
to be modified southatJthé_ subsidy,willrbéravailableitouthoselocal
éxchange sprovidersivho fservéldwisincons customerswith:basic
exéHinga dervidesed (Sééiproposed RuUlE SrA.YefrApPpP . rAv)oilt cmay be
necessanytéfréopenrtheJULTS proceediﬁgactoamake somenecespary s iz
changes ‘tostHe féxistBing .ULTS: progr;dﬁ#nfa 5 bns 88 200,012 1o sapundo
o3 BswofliWitH ‘compétition¥in.thévlocal sexchange,iwechelieve -that-a
virtual‘voucherréystemaforLULTS customeérs; similay:to-theyvirtual-p
vouchériforihigh codt:-areas;:willrhelp:to:eliminate customex i, o3
confugioén.hsUnder:the:virtual véucher approach,:-the ULTS customer .
only need3ito:choose:a-provider-of:local iexchange sexvice. .Thepoiqg
lod¢alcexchangeuprovider-may:=not ‘charge a-ULTS qustomer any mo¥¢::-pH
thailthé statéwide:ULTS:irate astvdeterminediby theiCommigsioncxs xo4
pursuiant-=tobpPUiCodels 879. [ {Tha:provider [0f [the;serxvice;must then ;.
ﬁénagéIthefcustometﬁabcodnt‘téTacceSSfsubsidY£fund8{WibhutheigyTSﬁq
voughé?. [ fCustomersiwill . 8éetthelsubsidyf¥émithe ULTS-program qna
thei¥monthly1bil18] -With-a ULTS:Virtualsvoucher; income-eligibley
customers will benefit by having greaterschoice-oyer:their local ij4
exchange provider. To ensure the competitive neutrality of this
low income customer subsidy, the CLC should not be allowed to-
collect a subsidy in excess of what the incumbéent LEC réceives on a
per customéribasisadt(Seecpropos2d:Rulé>5:Ail«Cls 18pp. eA1) SHT BET

ebod U4 nldaid Boalefae (ndohAT {41351 ngvideqﬁdalqéfoproﬂiaingg91

affordable service is continued in an era of local exchange
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competition; «we-propoge:thatiall locdal exchange.providéxs be
required to inform prospectiveicustdmers-upon>therinitiationiofiio
sexviceithat:a ULTS: rate-1s:avallablerifathgicustomer.-meéts rthe o
ULTS i income :qualifications. (nTheyiwillralsotbe required to:keeprov
track._of/ thenimber -of customeérs:whoisign up:eachimonthy fofithet {o
ULTS; program{ »+Such irformationishallibe submitted to CACD!s1inifo
Telecommunications:Branchion '‘a-monthly.badidinv(Sed propdsedsiro:g
Rule:SytAppvcAc) s yvd batruyont ed yev edzod ossposg 20U [oaolb 1ibbs

sorposg Duringiithisitransitionttolopenicompetitbionyithe:ls ¢litov
Commissionsplans: to-follow-the;'state:mandatedsULTSirates iprovidedy
for :iniPU.Code:§-8745r If competition:drivésitheiprice ofisbasiasiis
exchangé sexvice downjy; therLedislaturérmay:-wishetoorevisit whetherx
the rates provided for in PU Code § 874:needc¢¥évisionfooInzthéflong
run,:competition.and-technological advancements-may:elitiinate the
need;for-a ULTS program;altogether. svThecLégislature-andqthe.li s:iy
Commigsicon may want to review:oin-arfeéw yearsr-howWw:effectiverandsuol
necessary, the imandates;containedfin:the\Universal ‘Telephoné:Sérvice
Act (PU Code . §:871 et:seq:) -arerin a-compstitive :environnéntdi 1ol

i3 2101:Thé -Commigsionibelieves that’ tiHe:currentABUS iforifuriding
the ULTS program has worked and williccéntinué:té worki.once:we open
the local exchange to competition. We proposé to maintain the AEUS
for the ULTS program:ic’All- providers:of local Vexchange service will
be required to charge the appropriate surcharge on all end users of
telecommunications services except for ULTS customers.,ouboxdnil LA

DCA ‘'states :that the current:self:certification process

for the (ULATS. program:should be: chdanged :to:meet itherfederalicizoupos
verificationastaﬁdafdszﬁ)Bytchéﬁbing\the cdurrent icertificationi:ion
process,t DCA.conteénds that: the Commission -could:reduce the amount:s
of the ULTS subsidy because California would be eligible to double
its level of federal lifeline funding. The potential offset could
be used to help fund telecommunications and information

f LTy 1rint d 01 5’3’?"[ e f""'- mfolit tenuenold €5
lnffé-SE&L‘({tcu}iebé f I R‘!b .; 8 a'}{ %?Jf:’{l.é?iol 13‘)301(} 1OTIB1O0D
LITIONATIO riotsidsgnod [ssod
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1 zWith competition; Eheré will!sdoncbe:moresprovidérgsinon
offéringibasiciservice under the ULTSprogramid Itchay bé Hortinpsy
beneficial-torchange-thdisdlf-éértification prograi toladiincémane
verifidation:program-that meéts feddral.guidelindslso: that uni£6ri
eligibility.irequirements aré=followed;-and-pdtentialafraudiisxussy
eliminated: By doing so; moréimoniesifrom:-thé fedeéral~lifelinéiu
prograf :should becavailable.yv/A-potentialddisadvantagenisithataisT
additional ULTS program costs may be incurred by tHe/providers<to?
verify thatithecéustomer>iscindeedrelidgibleiforitherULTS program.
Parbiesraresinviteéditodo:commentcon_whether:the iCommissionrshould noD
changerfrom a-selfcdertificationprogram €6 aniiricémefvérification
program, *and.whetherzthege-additidénal:funds could be luged fonsndoxs

1publid-schools-andvlibrariesys 2 shbod UY nt 10l bobivoxg aosist ol
od nirniWé iwelcome’comment'as to:whetherizouriproposed “chandes tod
the ULTS program:ard:responsive .to-thecchanges g,tak-iﬁg"placé'Ci‘n fche
local:exchange “marketsis:;We aldorrequesticomment ron whetheér :tHe 0D
-Cdmmisgion3Qrfa1tHirdapértyfshouldiacﬁde(theffuﬁdfadmiﬁiabraEOﬁéﬂ
for the:ULTS program. 1'Also;”we reéquest ‘commént: o {whethe¥ &'3) JoA
;reviséd -ULTS ' program:should be:adopted ‘and:implemented before the
high cost-:voucher fund:isg adoptedw b.ir bolsow 2ol netporq 2Ta0 w3
Y misiniesn 03 azoyowg oW Lpoldidoavon of apnedoxs iscol oz
“itw soivieaz opnedoxaVIIoo Consumer iInformation:ntvorg 25U odd yol
Yoo wrsvir bas fIs Ao spradotua oldniwnigas o1 sprrdn o Doxiupor od
A. Introduction >teuz 210U ol Jaauxa 2e0ivies aioldeoiinniaonaless
zzsso1g Inithe janiversal :service 10IR/OII's:the .Commisgion
requested ;commént.;on consumercinformatidn iissues that darige in! 101
connection wWith: un1VersalxseYV1ce(ygu{The‘Commisélon‘wants-tofixtgv
ensure :that: consumer¥s ‘have «d :suffi¢ient! amolint:fof informationisooitg
slduoh od sldiptlo =d Bivcw slnwolifs) sausdsd ybievdua 214U o3 1o

bluod Jdealla {sitdnaicy ot .pafbaul 20ilslil Issobol o fovsl a3t
norjsviolnl brs srnotdsoinurmonalsl haul gqlsd 03 bosey =d

29 Consumer informatio sgues need to stinguis fxo
consumer- protection i &Tﬁggf'ﬁ 1aﬁt3¥ aﬁéJQﬁinépaddfgggng;m fHe
Local Competition OIR/OII.
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available-to-them so;thag-.congunersg;canzmake:informed choices about
itheir, telecommunications provider.andsavailablessexvicesi son (liw
a~iAtsthescurxenttime,; ;PU.Cede §. 786.ix¢quires thation:Qra g
before March:.lgtiof:evexy.yeari;every telephone:corporationimsanih
_opgrating;jin;the:statesprovide-to.each residentialicustomeriaslist
of the residential telephope:services:ithat-it proyid¢s,-the.xates:
or charges:forsthoge:servicesyand:the-gtateiorsifederalsagencigas:
responsible forixegulationsofcothose.sexvices:i brs 2031 1o zepisdn
i By 1PositionsrofitheParties s« ond noteztr—oD il 1ed3 aitainlgnos
The parties who commented on what type,of:>¢onsumersis ai
~information;should-.-be made:availablej-andswho-shouldiprepare and
makestheinformation:available;irepresent threezdifferentipointsnof
view. Thelfirst viewsigcthatsthedCommisgionsshoulditaketachandsis
off-approachrand -allow.the:-marketplacde tordictate whatisoxbiofovit
congumer information-is-needed.soThisaview-alsorrecognizesithatson
some minimum level of required information may be necessarysiuqaib
<The smaller:LEGs are:of ithe'view that- nosrequirements
. other than.ceompliance ;with:PU-.Code:§:786are xequireds nTheirotnt
service territories-are;small:enqugh- infsize that-communicatingsi:
with their ,customerg.isinot-a:prqoblemiizzc 2d3 nrolgxs notenisod
The third view, which is supported by Citizens; thei xoi
CoalitiQn,;-DCA,:DRAs -Public-Advocates;: (TURN, and;UCANsbelieves that
the Commigsion:may need:to:prepare and-distribute:some consumer od
informpation .- Citizens states that.the -Commission:should work.with
othexipublic:service :agencies jto:provide information:on:thesiasr at
availability ‘of isubsidy:programs to:eligible [custondrs, :and:that o«
the: Commigsion :needs toirespond to:complaintsiregarding<thessinos
dissemination of.-inagcurate cor ;misleading<informationsds aysz MADY
1eidw -1obuss The Coalitioh:believes :that carriers shouldcbe required»
to ‘provide :specific:informationraboutresidentializservicep:and:that
a :chart:of--the -services fandcratesofferediby carriers:offévingolai
basic exchange service;should be jdevelopédqsiposp ,[evel s=ooni 3o




nodn 290 1o PRA belidvésthatiwithidpencompet {t idn72Ele- Commissions
will not haveithe:rebdntéesstdipolicévall chaiinférmation{eHatinill
be:provideditothe public,.? DRAVstdtes”thatrthe”infdrdmi€ion
disseminatéditoithe publi& i dustoconformiwithvehd>fi1&dand™ rolad
éfféctive tarifféii?DRAIALSo vecomendsvehat EhéConlmissisniprapare
an~annual !comparison, Tavailableévupsatrequéat (by &onsumerayt 24y Yo
cotwparingsandsdeséribing~thesddsiadruniversalesaerviderdtésrand> 1o
charges of LECs and largeiCLes.ccIdformatiséncregarding sérviceyeoy
complaints that the Commission has receivédrdhoudldialssesbdiindludéad
in ther¢omparisdn.sqyd Jerdw no HoInoemnod ordw a2siivsg od¥

Bits otsgPubliévadvocdteBrbelidvedithatcbthe Comhfgsionnddds itd  be
Yin=anpogitionstdikrespord promptly:itocéomplaintsciboutcarketingen
abugesfand-mMiginformMationyzandcthat cémplaints<be rapidlydT .wolv
inve3tigatediard résolvédo? Theycalsorbelievacthatbeondunersieddo
ionconcspecialvservicestand<programsg;rand *ori billingo

disputegisazsuan od yam rolicmsolni boawiupor lo fovel cuninisy simon

2o no1TURN rsupport's thévCoalition's proposal [for rate
informdtidén about!basic exchindecservided Beingprdsentedcin acidio
standardized formatd: Infadditions TURNfsuggésts:that ‘thelJ ouiviea
Commission explore the possibility of fréquiring a simflay matrix i«
for toll sexrvicdea) vvd badscguus ol oide ,wolv Dridy odi
si:) wovot [UCANSBtates tHAC :inrordervESr n\idivérasdl (serVice igoald ('t &
be metj'rand forrcan- éffectiveicompetitive market: toevolve, oD o)
consumers ﬁdstshaveiaééessitorbricéfandfsefviéesinférmatidn*whiéhﬁ
is relevant:and:presented in‘an-easilyunderstood:format . diSuehia'o
requirement .will:<enable [condumers torunderstand:and effectively nve
compare ctheineéwservices Jard rates which:willl béd cavailable:to ' the,
UCAN says thatcthe-carriersishouldralso:be requiredtocinformozaib
customers abouthow customer: information<i'srhandled;’ and under what
‘circimstances “suchrinfoimationimight«be'rdisolosedl i This Eyperof ©J
informatidncshould be madé cavailablettofall reonsumers 7 regardless s
of income level, geographicclocation o¥ilanguagexoz spisioxs siasd
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.iUCANsuggests -that:the ‘preparation-and:disgsemination of
thisfinformation ;bethe responsibility .ofthefcarriérs; bubcthat>it
be supervised by ithe Commissiosnrand -independentdonsumér groupsoiqg
UCAN envisions:that rate -information.willibe distributed by bothbs
the icarrier;and "the :Commissiono’ The -Commisgion!s:rate iinformation
would offer :rate iinformation:relatingito:all carrierd,;:agwell-asn
information on selecting a carrier or how to best shopoforgijjnngg
.services ci{t (ol yiesuooon 2f i tei3 svoifed Joit ob oW

45 foidn UCAN 'alsoproposes :that -the (Commisgion.or a;neutral thixd
party compile information relating to complaints, and that:thezidd
information: be madeavailable:to;cdonsumexrs upon:xequesti UCAN says
that carriersshould:be requiréd, to -iniclude <a néticeabout the s1ov
availability.6f. this:inférmationnNiid buxn 5i3ioad fdfed ‘noiJEmlbint
C.,.Discussicn' i duodn roldeuzedInt fdsiv exsrscsie dalipiii-non Jopisd

{.€7v&8-SVS With the opening of:the localliexchange :markets toogxs oW
compstition,’ we rbelieve that [residential :consumers (should haver oA
information available:to them whichallows:for.an:easy, comparison:
‘of 'rates. < Such' information:will' help to make ‘cur:regulatoxy.ud ol
‘changes’ more understandable to -the (publid,;: and allow customérsto i
make timely and informed choices:without-resulting in:a burden on:
the carriers so. as .to discourage (competition. sw dApwaridla

11741 He' propose :thatothe . idea’ ofi-a matrix.of «certain:required
information' Yegarding ‘basic. eXchange services:be available to
consumérswid’anyfmarkétingainformationfthatitargéts:residengiaUDXa
customers and explains:the (telecommunication se¥vice offerings {s.op
availables Proposed:Rule 7sreflects the kind of-iinformationthat.D
is reqdiréd:ﬁ:ThiszmatriXumabié\cohtainéd;withiqiptherémarketingﬁ
informationyn:Howgver;«thé-matriX¢bfurequiredfinfdfmation<shal}nbe
set apart from the other marketing information with the following
statement: "The following information is required by the
Califofﬁiﬁ:?ubliéﬁUéiliﬁiesrCommiésion=Edlalidwtcompaﬁiséﬁﬁﬁﬁifﬁff
Tk BT By, GO RV HEdr. oid AR g BE S 18T 30,

2 Ry £35S 2 2 SR JCbTIRTS DI IIE L 8s dos

LI I 3
£ - -~ - A oea g - -
.oXed2 26 sis douoems Yilenog
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1w notsniNocreviewrorrapproval-of :the matrix:igirequired.
Commigsion review-and:<approval 'of donsumer informationi.could delay.
provigion of timely and:acciraté:informationp whileccreating:an o
additional iburden -for regulators. JiHowever s if abusesror aivio MADU
miginformationroccurwith respect torthe imatrix:-inférmation,:the iz
Ccommidsioniwill<investigate ‘ag.isnecessary;:-and iimpose substdntial
penalties(éocha sazd od world 1o 1oitied> B pitidualca o notdenioldai

We do not believe that it is necessary for the Commission
ito:rmarddatethe provision:of other ‘consumer-relatedrinférmation at
thisstimerdd bas (einisigion od panitslox nolderuaolat ol tgron ywiteqg
syt MADU With:respectito potentialr barriers which may! preventolii
certain gegments ‘of:the :populationfromjobtaihing cconsumeryso ted3
information, both Pacific and GTEC:rare.undértaking efforts to [isvs
target non-English speakers with information about theiriservicesh
We expect: that-trend:to:continue€, «r(Sée: D.94=03-065, ipp ¥ 272-279.)
As rates move itowardicosts, iand:dubsidies become :mbore' targetied, oo
competitive pressurescshould ‘force all -carriers to ‘actively..compsate
for business:from-all rsegments 'of: the :populationi: The requiremerts
imposed: -on:GTRC.and Pacificd iin D:94-09-065 should :dontinue: to apply
so-long-as’ they retain:market:poweronioids Lorowoint bute ywlonts ade

Although we do not!:propose.toimpése:. the. same: sortsof =:{3
reports and: marketing plans:on:the ICLCs and (the other intumbent
LECs at’ this time, 'we:believe that:all: carriéxs: providing local>ini
exchange :8exrvice :'sh_ou~ld ‘strive to-achieve:our--universali service rcn
goal :of: at:"least :95%:for ‘every.isegment: of;the :population: inc ojaus
California's:i-As ipart: 6f. the :required :annual’ireportsy,we propdse’;to.
adopt!:the 'DCA:suggestion ithat:.the: CLCsiand the rincumbent - LECQg;»t =}
except: i fori«Pacifid rand :GTEG who chave theirxi own:reportingwiisuroint

viaiwellolr odd ddiw nordecrotni piidaxiasy tofdto =241 w01l 2reqgs doe
2ifd yd boriuposy i noidemtoint paiwollol od?"  :Inamsieise.
30 7 The rLeg‘islatur‘e'crsh’ould consider :amending ‘PU. Codei§! 2107:t0 [5D

increass .£he ENSLLY, SuoUCey, e REREORt PepalEy geleduls ey, pok
penalty amount are at stake.
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requirements,yreportson: their:effortsttoliattaini this goal-for: non:
English' speakingiand; lowi ihcome!{pedple’dn' the communities that ro?
theserlocaliexchange providerst servejor(See’ proposed ’Rule3.,B31}2
App.-A.)viAstnotedrearlier;- thefpenetration rated ¢ould reflecvt dbn
the carrier?s abilityito:become!{aidesignated: COLR'in hight costivrd
areas. This reporting requirément~dis:transitionalt.ihcpature,:and
: may:be-eliminited:aftér the markets’/become:competitiver

ir1o3xs o3 Bostupor 25i3ifionY Yo 2idzoed bobbsin oy 19vodor o

aiii an iiosw VIXIIniiRecoveryiof {LBC!g  InvesStment =) 1t ovivios

3
il

1ip 03 zasson Froudon (smroviou piaibivoiq Yo alzod piiopito
¢oaInbroduetiond  .otu3nd ol al sslitctiriod sredd nl avodivoedus
ot erorw Mostsof tthésrincimberit LECs contend thatotheylhustibelnds
compensated1féritheirzunrecovered:netwdrkbinvastmentisdThat LECS 0D
agsert that thosé investmentsyweré:madérunderithé ekisting:miaovai
regulatory structure with the expectation that they/¢ouldirédavero
those costs, fancexpégtationcrot ’gudranteed bytthécedmpdtitive
marketplace.izovii hebrneria on d [1Fw a1add neen [fiw noildidegrod
B. Position o6f:thesPartiegi? cojon noitdiised odT  .e2dd dnodanont
wyoriz 2p1eGTBCreontends tha€ as:partof-thérnewrunivérsdl iderviée
policy,itheré shouldrbe astranditidénalrpPogram to-amortizé emdéddéd
investments:iplaced by:the LECsito:medt :pdst COLRcobligatibasizh i
According to:GTRC, ctlie LECS ‘havé beén reéquiredctsimaké thodeods ni
investments inithe:past to-meet their ‘serviceréblifaticnsio TE6TEHE
extént :that -the’ LRC!s:embedded-investment has not -béen anértigéeac>
over time at rates matching their economic lives, some .portion?6fd
the LEC's current cost levels représents the cost offpdstunail .9
obligationsithat ‘wére-requifed by policymakérd toprévide universal

service . 1:GTEC proposes :a:transitidndliiproarad thatcis séparatéibs

from'the : funding ;for:- ongoing COLR oblidations.io bszsd ai yrovonsit
Pacifid fdlso ‘contends sthat eincunbént tLECS st be od ovad

compensated ifor theif-cunrécovered Metwork cinvesftmént: ifTthey are

displacediasithe fexisting (COLR./ :AGcording torPadifisad ehis 3osgmon

~f

investmentiiWas :part:of:afregulatsry "coipact’ madé befors “competiticn

- 743¥y -
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wag: allowed,> and! that: such, investiient« wastdictated: by, the o1tupor
Commigpion. to .ensure :xéliable,;high: quality telephone!seryviée: byra
single provider..c Paciffioc:proposes:that it be allowed tb:amdortizé!
.the; amount of -under; recovered capital:over: aiperiod:-of- fivée. yeayrsi
Pacifi¢, recommendsithat- a: broad>billing: surchargé! én all~providexs
is, an appropriate.recoverycmechanismisivpsy puldeogar aiidl  Laburs
Rosevillejalso:beliéves:that the LECs-shouldibelpermitted
to recover the embedded costs of facilities required to extend
service in the pastitosallainitheir¢territoriesias well as the
ongoing costs of providing universal network access to all
subscribers in their territories in the future. Rosévilleidohtends
that;the:sityation;is analogousito theielestridiindustry where the
Commigsionihasirecognizedithesneed:toscompensateiutilitiedesforanoo
investmeptsimade insthe-pastithatimaycbezunecondmicoin aerds dxones
competitivé envirenments noiitsinsyxe odd diiv sytrisuxia viods lupoy
ovi i The -Coalitien arguessthat :thergradualcgrowth.ofscs sandy
competition will mean there will be no stranded investment {forxiai
incumbent LECs. The Coalition notes thatisubstarntidl barrier§ .1
exist ;which.will;prevent new_entrants from obtaining-ailarge share
:ofi.the-maxket soon: ~The:CQoalitionifurther conténds:thatrincreddes
in demand;mayicompensatezfor sloss-of:market  sharé:cas'has occurred:
in theclong distance:market« (The Coalition also .afgues that fsome 4
degree of;stranded-investment isra natural consequenceé ofns=iianviii
competition and-that the LECs'.shareholders:should bear ‘soie -of Jxs
thos¢.costs.s- a2  zovif oiconods fhofdd vatdoldes 22dpy Is 2313 TOVO
C. D_i_ﬂmlio szo0s o3 ziasestqzt elevel Jjoood Jnowrun 2Dl eo:dd
feavaving <Heidocnot beljeve: that: the {LEGQs should beigranted ‘any {do
additional -recovery foxistranded iirivestmentssz:Rate; 6fi¥eturn ivioz
recovery is based on .tréditi_ﬁ:fab rate ofrireturncratendkirg i We ol
have been moving-awaycfrom:tHatconcépt:-.since1989.:3iun%
ois yoriZThe NRE:decision-in 1989 transformed ithe regulatory.sgroo
compact :for Pacifigcand GTRCG:o-The incentive-based:regulatory.lgaib
nﬁ{%@%ﬁ%ﬁk:ﬁ%ﬁciﬂﬁﬁﬂ@@d.EQLgfpgsq;ﬁhaIQQQldef§Lt01th§zrishnﬁmjeevni

- 7515 -
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associated with investments.in order;to; provide an incentive for
more efficient investment. In D.89-10-031 the Commission
determined:that ‘ft- would:inot entertain applications. by GTEC or
Pacific seeking:ratemakingadjustments:to. account: for .changes: in-»)
depreciationipractices. = (33.CPUC2d: at P.2217,+FOF153v)o>tsie nounai
D.89+1040311:(33: CPUC2A- 43)! éxplicitly sought: to:disassociate: rates;
from depreéiation:schedules;: and: force:utilities:to treatislavisiai
depreciationtratesias:firmsyin: cotmpetitiveérmarketsiwould.rotaainaod
vd nnit1iNRF:alsoisignalled’ theigradualsexpansion ‘of: competition
The!{ problem: thati GTEG,and[Pacific raise:ofiéxcessive amortization.t
periods has been diminishing:as;thefexpected:life: for depreciation:
purposesghas beeni steadily,réducéd. (i Moreover; investments made in
anticipation of competitionishould:not:sbe:regarded;asistranded:=roo
investmentacag {[ul p bicd [liw noineir ol ofT ££.899£ A :gama:qaa
éect eTheré:are>also substantial:differences: between theynirsard
electric and telephone industriesiwhich:justify differing treatment
of strandédiinvestimentitisElectric:génerationis:characterized by
large capital-inyestménts: sInttheielectriorindustry;-strandedsiiib
investmeéents:are:those:génerating:assets thatrarerdemonstrably:dnizo
uneconomic;/ it e, ,~the~costiof proturing:enérgy; from: these sources,[
isthigher thaniotheks: in the)eélectricity market: 1Thehorinedns si yem
telecommunicationsiindustry;{ont thedother: hand,{is;¢haracterized! by
smaller investments,.andimore frequént replaceiménts{asitechnologyoo
changes.
Finally, there is no reéason to believe that the incumbent
LECs will have substantial stranded investments due to¢ their past
obligation to serve. According to their own reépresentations, LECs*
obligations are primarily due to serving high cost areas where
competitors will be reluctant to enter. The asséts associated with

serving,the, bigh, gogt, argag, Wil nof, bg, gtranded, £ the ingupbeng, -
LEC continues to:sserverthe>high. c63tqaréa;boi ifxitsresells[its 5 75)
20 Ay 1 9 (jﬂiicﬂ) L0 yiaegneD 2rAo0idsoninumyoD
facl%ﬁé%&g g? 6the&fpr6yidé§g *Bfuonds Ja2if soiviae ol a0 azradlo o3
.2dnamvoo yvigey boas
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‘te:1 vidnenni e oh IXyvig Procedurali Protegaiesvit diiw badsinozan
Hotnn iy iy 1£0-01-08.0¢0 11} e daevint Jdaolctile awen
s X A “fhdicatedr earlier)s {timay beinecessary fof!theiimiroish
commigsion: to isbud:one:or>forarinterim:decisionssregarding thdivsg
issues surroundingiuniveisal servideibefore a:finalssetrofininaigsh
universal: service ‘ruleés’are> adopted.{qThis: ig necessitated by the.a
interrelationship' ofissliess suchhas> cost: studiés:withiothersb ol
commission proceedings;™ the! ovérall> scheduling:of2otheriotysinstgab
proceédings;> ahd our:intent! to>open-allomakkets: to: conpetition by
January. 111199717 i Torachidver that goalyrtherfollowingiprocéduraledr
scheduleswill be! followed! for-thiglproceedingiinib neod ard obolbrog
i obe a Interested parties willbberallowéd>to!filezépeningraoriudg
commén69it01theﬂﬁfdbOsed(univérsaliSeivice%thieston br beforéiviine
September 1, 1995.31  The Commission will hold a full panél-wjeovnt
hearing in connéctionm with*this!préceeding onf Septemberi2s, 1995
beginning att 9100 a.mi in'SanrFranciscoivbnt cnedqoist bne oitdoals
el basiPubLic:ﬁartioipat10n1hgarings>lpPHs)nﬁillabethblaiatda 1o
differentislocations throughdut! theistate initheiSeptémberiand spirsi/

October’ timéframed regarding the:proposéd:rulesizcThestentativé ovai
locations andidates! arerlisted:below; *Theése>dates, andilocationsanu
may be changed;iif néeded; byitheiAsbBignéd Commissioneris A-rulingt
will-besissuediby:the:Assignéd>Commissioner:inithenéar >future>nins
confitmiﬁgzthealocatipns{and dates>of theaPPHS.,z2inonizaviik ualleos

tnadsusal odd 3sd3 cvsifod o ncueay o ozt ooxmizr (ywIlIenid
Jeca chodd of sub cinendoovni bohuexta I[sldasledoe sved [liw 2Dl
S3HY L, aaofdsduonetaget awa tiofdd of paibtonnA Lesvien o3 noiidspiido
div 2Roth Jeon dpid vailvisa oi avbh ylitewnitg our snoidsplfds
iw Bs3ninouer zmiozop o7  .go2n19 o3 2nedoufer od [Jiw er1odildaqgroD
doedoenn o 1i Bshbngrde _od. qon [liw.asaye 3zQn Anid ofd vaiv:
T Ehe Ay Haling 't hay 113715657 130 el s  prdcdRalng | J cpaivioe
officihle Béxrvicel 11t inadvertently falleditorincludeé Sprintaoo DI
Communications Company L.P. (Sprint). 2pr§9€ sng DCA, 28° gll a5
the others on the service list should’ bé 2&¥Yvd 1Ehétﬁ‘ bg ﬁiﬁSJﬁi
and reply comments. . .
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(Locationds <wiy ylfntdnseea caees aniviea Datawinu &
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Re n 5 ctober 5 ursday
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ei1 1o AEESE, ¥eseint, Of the opening comments, the Commission may

issue an interim decision regarding where cost studies for the  Sria
hlgh cost GgA will be quressed fnd the
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format of 't‘h?§e studies.,‘ _Additional interim decisions or ru}i
3 (U DUSIDLsdUE VIIisn193al 9is 2k9ts J20D 1afdplr ur\dt

may b? neegied S }ay_lg’i}rlr?) for‘imdw?rk forr;stﬂ ue i g:isr?nls&’s;ael:yfis.t Jiloaqg

rules, and to adépt the final rules. At this im e, it is
sitovay 1o ssviyos

L onge. the cost stud1es de;e ine the subsidy q;eded
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for vou her mecha ism nal decision will
Ehe high C?St o clru Qi .y.r_l f«J'\idf#' C?J #"?ﬂa DG OVE (I)Po:i s

1ssued around June 1996 implementing the unlversal serv1c ¥q es.
aoitgy oldnbiolis

F1nd1n g8 _of_ Fact
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£ LK
. On_Ja ry 2 1995, t Commiss1on ned this universal
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atano 339 giuopbabout June 23,1995, DCA filed a ' ‘
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the late filing of its comments and ref?ﬂme"da‘”-i

univeyrs lnwsffvic¢39151/ I}Iiﬂif"‘l zinsmasnevhbs Iscipolco ndq.:,! el bne

4., AB 3643 states that participat;on by the State and
.o dsiugoy
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5. Univerbdl service means essentially two thingsisrndil) that
a pinimpm :level. of .;elecommggjgation services are availa{lg})ef.&t;gx el
virtually"eve“fybhe in thé*”stat%; and (2) that the ratestfori:suc¢hinz

fihir 1 R WO IRl

se‘rvicee.remain reasona iebj -0 cLoid a2
6. ?  The” uniw/"ei"sal ‘setvice concept that rates remain SHERFE

fp=oyt Rialétals Joll - =
reasoné ble, [ﬁas resulted fiuir}f'ne)(iewlelopment: of the CHCF aqqhﬁl yiﬁ's
prnogl’.a"{s\"ir‘l L] l)ej’ Qr 1 ‘t ‘J-.»\\ :lb)fo"
\:‘ )f” e C‘i{CF; ensuree;?,bg% both residential and busine D‘,“ZE‘:::’;

customersj in high cost service a{feas of the small and medium sized
;‘.qu’,)ﬂi o' '7 I]n'} "!J );i [ 3 -
LECs have access to tel ‘ep on serviéésYa gi*e‘é’e na‘ofe‘)pﬂces.

T Grirnga s }r‘ 1 3 €2 i rE aHa ~ ey T B
VoIS é “Fhe &QCP aiiéwosf hleif;mail\ aInd‘ }ed}. b"féiz}é iEC‘é’tosxfé%’ei@e
funds to recover ? ol relative hI n%fé%:o?:fc 8383 vtqpi‘o‘/iiiin ceel

AR 1 TS O TIO" '3 ¥
exch{a(ﬁ?e Iservr}ces 1 16HY Cf))rc;\fﬁ:'éble 248 Ligh‘ré )“Iai‘%}yﬁof the
state 1 103 z2atburle Jzon ovedw pnitbiisvar noteiveb alisdnt as auaeid
h f g, E\ 2 W 3 D P : 2 s
orly Prg, A & éﬁfd{r dikc" a5 ot abaW findb "Frohi ehd! dick vaaads
f’" @' B 14 T 0o -,
hei‘ cno% ma”if{eés}ai%j tjeti‘noailﬁi {s’hbsid m'é’ ’jmzﬁ‘ejJE ¥101
<73 3R (A h Yy ! wis o 5
profitable exc Earlé;faés,mlaub“ i. Eé O moﬁ ct“iiné’ b AR S hd s

RS id ety 3y im f -r'“ adt dgobs o3 bas 20
sources of Yeventes., °© g jobs o vaofus

Latro r i 3] fhiria - 9 ehe ieivig
16, X he“‘jstgtfewide {JLIL‘S p ra ehlived that ToW thdsma i nivao

v noieissb {sn tradosn Lol i:uav Feao 1 201
househoids ave access %: ioa e tele' hone services at a tiked dna?
soiveap arovin sdx pntsacaalani SL'(‘[ anul biuots bouaal

afforda{ﬂe price.

11. In D.94-09-065, the Commission recognlzed f:hat:

Lt 35 F a 1 LT P X A
anrd{ G’l‘rErE;£ neIeQie TS %(}.gnlrflciantiy :1mprb(f,.'Q thell EiREd éxf %utreach

£ v, sniviaw [saresviogu ouesy, A ool ;[qvof) 97 3
and educational programs to acfueve PN T penetr RIQNLEC gaptvieet

phone ser{ice amIong Yo i?llc’;xﬂe? (ﬁfon RO ’0?13 E?lﬁilsh“épééki g
b Gy O ) o [ER %= Do 024

ho usehol!ds, twa brarka pabifie Sha" G’i‘é r ’m £i12 WH8E6¥ing §1ans

.égef :{31"\' (i a9ijiteqg pridgsmnosn

ﬂ! ""'f ihr iy

regarding penetration rates.

R A T V13 95(2' goai repr}; nts a Co’%n?ni"gg oS ER i tReNt tof ensure
that all ii{opu LA T CaITFor MY a3 U aF T ded’ uli3vethhi? s%'r‘in::'éfJ
and that technological advancements benefit! 1T LeYhbhtd” oF> ThEY L1

fvis oipside ﬂf{Jt v £ £ . N T
populat'ron.“’ vd roideqiniis RE:Y) B ?oer £83E A L

13. CLCs, and sRRRBEH R TR st ha?{vﬁ T ana: g enod
should be required té submit in their annual reports, their efforts
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and:achieveiénts> toilhmprovés: talephons pehetration ¥ates” in their
service territories, especially amony’ honwhite,*noh-Bnglisllitt 1o
gpeaking;’ andilow dncome> hougeholds! =iis 2rd3 a2ancgas 11 PN
14. The Commission can position @ducation’i hdalth-&akeg;miven
communhity;{and:govérament \institutions to behefit  fronithe %
informatibn-age byiereating and: fosteking® the develdpmentiof! a cup
competitive market. Lansiaseriled Jin oa afdebroiln
a18:t3The>fourth stated:objectivesof AB 36431 refers to the
development of:& processitoperibdbdichllylteviewiand: revise thelivis
definition-ofjunivérsalegervi¢ertoiréfléctinews technology dndiclin
markatsils irmor Lliw esdivien zaofdnszinpsonsliod dadi ca Jroyqui
16. AB 3643 states that there must be an°3ngding’evaliatish’
of iwhichrgervicesare-dééned easdntialjand thatefdretaiPartVof
universaligervicdicd oniinxso: ot absza notazlonod od3 ,pingolifed
17. Basic service represents a set of telecommunigitidnsiol?
c¢apabilities:whiéh{conbunersireceivé @hén"théy drdérisé¥vicadSfrom a
LEC.burlonl 3ivd D9 nxis puiben bos [Iroa odl 2o woibtodicisd ol
18. The basiécgerviceidefinitidn sérves2as the b4dsis for 10
deciding héw mich-lowlifidonecustomera slionld Be¥subsidizedunder
the ULTS program, and what<gefvicésrshéild Bé'subsdidizédvin'highi?
cdst-areagoineidnes vulbaul sotvisn Iestavioy dnsatud 207 (0L
19. DRAjUCAN, Jandthé coaliticilsrdéfinitibns 6L padi8irmo1
service genérally reflect the level of basic service thigi3ilsgroo
Californians currenbiyféﬁjoyj awid oXad [ilw noilziisgnod LI
dni20, v Pacific and GTEA!'s: definiticns<af basle'dedvice advocates
4 mifnimalinationwide definitioniwhichiréetreatdcfrsildstablistidasds
Commissionipolidys »mouai wol et (urfns o0 el o boosd L EE
21. In establishing & 'proceddrértocréevaluats basic (867 v1dEs,
the (Conimissionrifedds -t6 “adopti "a "précésd Ffor efMi€id€ing Yevidw, and
to selectaritérid Xf6Y evaluabing WHEEheHCd "§&¥Vieecshidura Bg 53
ineluded riw ‘basic service 11194700 0ot banego ed bluode noiinibeltug
22, UCAN and USA have proposeéd grant or fundifg®Prodram§test
helb’in the development of new products and services.
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si23 .t The Commission. ig; concerned: about; the, possible:r redlining
of informatiopn poor communities.:r vilntuayne (asivodisiat Antvrina
24. It appears that the telecommunications matrketsig;already
mOVingLhQﬁﬂFﬁgdigiﬁﬂlﬁﬁCQesﬁ~noijjaoq ass noiasicornoD ot LRt '
25..{The, Commission 48 commjitted: to guaranteeing,that;highion
quality,basic telecommunications.services: remain;avajlablerand i
affordable to all californians, dadies avidiieg oo
.26 .51 The:mechanism: for,universal-service inta>tompetitive
environment, must;ensure,thatilow.income customerg have accegafto:b
affordable: service;and:thatihigh.cost:areasfofrthestateréceivenn
support so that telecommunications services will remain afforddble
throughout- the;statess «d 3ans orcdd JIsdd asdsle £03C HA L3I
3274 With.the . introductions;ef-competition intoallcareasiofio
California, the Commission needs to reexamine both-the-ULTS:andinu
CHCF,,pxogr “ooafad Yo Jsa B alnsnorgol ooivies osiesd VI
o o128, 1 High cost areas;axe not-restricted;solelyitozareasiwithin
the territories of thé small and medium size LECs, but include .1
certain service;areas.of,Pacific:and-GTBGiag=wellyrd o .87

final juniversal:service rules:are-adopted; ii: Hus ostvora 200 i
" 30. The current universal service funding mechanisgsms:should-
el
competition, : coivese nioed Yo JToval odd doofleq yilsyensp solvies
31. Competition will take time tqcdevelopsoitsus ansiaiolile)
~a1n0c32y, oCost-studies are:neededitorconfirm the extentcto which
the; LERGs | residential -basic exchange gervi¢es areibeing subsidized.
33.

universal seyvice,programs ghould -remain geparateszzc anl .iS

bnn ‘%iivggulggégisiZquilaL;étékééﬁﬁh%ciﬂteﬂtéQfﬁth&gLﬁgiSlatUIeU
that all;telecommunications markets.isubject to:the Commission!s. o
jurisdiction should be opened to competition.no:latex . .thanpohis{oii
January, 11997 bl o Jaste bozogoirq sved AU bao MADU LSS

.sanivics bip aizubota wen Yo tiengolsveb afdd ni alsd
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33845 :iPU.iCode §1709i5(c)aprovides:thatsthesCommissionishould =
take the necessary steps to put into place whatever additional:suov
rules-and-regulations-thatimay ‘be>necessary toiachievesthe.ap
January.il311997 dated:z st spyel-woif \fioboaon el yitedua o 1o itade

36. The focus of the CHCP.is on:subsidiés-forytheismaller.o:d
LECs,; rather than-a subsidy:ofrthée smallér LECs'bresidentialior
business.customersinzsy crors wbirde spisl o oewu odd [9¥s3e it o

37. The COLR is the=regulatory.cénceptithat«theérd:mustralways
be.a:providercthatsis-.obligated-to-serve-all [¢ustomers.iin avs
particular:sexvicecaréasuz ot doidw 01l bne (boviyeb ¢d neo sish

38. With the introduction-.of competition, certain providérsh
may ichoosge ito servera:smaller:zservicé [areacthaniwhatsthe incumbent
LEQdsg obligated.to servesiyg bas ,ziomodeus usswisd pripniovs J200
doid 39. urThe ivouchek: system-for :highrcost fareas -wWould: Workeby
giving ithec¢ustomer-a [cxeditvouchércfor:a satramountrof:moneyseon
which represents the difference-betweén:thé actualdcost ofrsexrving
a:customer-andia:rate:that risrdeemedratfordable iby-.therCommisgsion.

30140+ MWithra.virtual: voucher,sthercarrier-selectedrbycthe frmod

customer would credit the customer's bill with the subsidysamountyp
and receive ,payment fronicthe sfundirischiy 1sitenn 6 nodw (L2
=i $.41. o;Therauction or bidding:imechanismrallows qualifiedeaimnod
providers to. bid aifixXed -amount: of subsidy necesgsary:td /derve ‘a 1oz
high cost area. _ .otdsplido
~axgmﬂg;ﬂxvnder:the:aﬁctiOn.mechanism;utherefdoés»notlaﬁpeaﬁéto be
any incentives for bidders to bid down the subsidycrequiréd:to Diie
serve.a . particularxi aréai:zinaioss pnibnol bszogorq 2'Msur L €2

.143% «cIf-an-auction mechariismiis .chosen, #it-»is 1ikely that:<the
Commisdgion or :its:designee; would ‘have [tobecome <involved in 2
nupmerous. :sexvice :territory.;auctionssb bne Joolfoo ol toisstietnimbs

44, TheLhigh'GOSE:yQUChprsfundudifferssftom;bheléHCFs1n€thab
all-:areas;of, tlie:state. with:high'¢ost.Jareas ‘can bersubsidized, all
providers in high cost areas can draw from the fund, and:the linuvia

L}

j,; 82 &8 -
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smaller:LECs'arevenueirequirementvisinédt) tiédvtd the high cdst
vouchersfundssn taovetndw sunlg ofnl 3uy ©f aqoeis yinn2oson o3 olsd
45,c:{Cost- studies are-acgood:-startingipointiforidetekminingu
whether a subsidy is needed, how large the subsidy should!bejsrandt
how:thé:subsidy rshould-beitargeted. 74> 43 Io a2usol i . 3E
;4651 1Invthesdesign of [&dcfundingimechanism for-High-ddst aveasd
of the state, the use of large study areas resultscinZcosteaaoittard
: averaging -of thigh!cdstiandnlowycost larxeasa2ds 2i 10D =47 .VE
47 nThe:GSAg:=willserverascreferenddpointdrfromciwhichccostd
data can be derived, and from which the subsidiescforsthanfusidyeqg
designated COLR:or COLRgican-be derivédvrubordni oid Itk .5E
sned~48ui A GSArwhichdisesmallerdvintsizdilessensiblie efféectsiof Yo
cost averaging between customers, and preventa barriersitocentr@ill
497 1cUpbritthercompletionrofrithe >costirstudiesiralaring -.€6 high
costvareasiin:thé OANAD procdedingjcthé ifotal rsubsidyforihigh ‘eost
aréas-can:then-bdruged in:this.proceedingib ol atnsestgou dAoliw
neie500 oIncdecidingchéwchighicostiGSAs “shouldrbe rdéterminedpithe
Commission:néeds:to:establish:a:reference Jr:berichmarkias apoint
of s compaxisoniue =3 (d1iw [[id ='uycsoteus sl Jibao Bivew Tomodauo
S1. When a carrier undertakésithe.COLR-obligation;ithe sx bns
Commission rideds tocersure ithat:the:cérmunityrin which:the COLR is
serving will-have-ac:carriér:who is capable iof ifulfilling that ivoiq
obligation. LBotn 320D Hpid
o Q;stﬁxmhe;CommiséionsuSesfaﬁrAEUs:to1fuhd1both'théwULTsfﬁrogram
and the iCHOF;programia od3 avch bid o3 wiobbid 10l zovilaosoni s
53. TURN's proposed funding mechanism:for. highi:costrareas is:
based on thHe:ri€t :Eraris account :idea ‘developed' by.1Professor Noam.
54,17 Any ‘universali<service:furiding plan requires a funding.=oD
administrator to collect and depositi‘contributions <into:thefund;’n
and -for disbursing:theimonéyitéitlie -appropriate carriers. .:2»
[fs 55xiiThe1funding -level+for:(ULTS 'is ihot’ expected/ .todinorease’ s

significantly. . frnul odd moxl weiub 187 zsots Jaod fApld nt eeebivoiqg
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o 1556 ¢ o The :Commission -Wants :to ensure “that -xesidential consumers
have a:sufficient:camount.of -information-available te them 8¢ ithats
conpumers can make-informed choices:about-their telecommunications
provider.and .available:sexrvices: oisesd o nobJintlsh ody (¥

57. Residential consumers should:have.information.availableg
to them:which allowsifor .an.easyicomparigon of-rates.:;ir .§

., h 58451 Dc89-10-031 sought to disassooiate iratescfyomyinileh oy
depreciatisdn practicesi:n =1 igobs Diveda nofeatr w02 odl L€

59. -TheexXcessive :amoxtization period:that. GTEC:and Pacifiaq
complain of has been diminishing as the:expected ilife:foroiyinilob
depreciation purposes has been; steadily xeduced. oD odl' .0L

60. Investments.made iincanticipation,of competition shouldmn
.notbe. regarded as stranded iinvestmenbtirioz (szysviny odT . I!

A1 1:613oThe assetsiassociated.with:sexrving high costareas willg
not be stranded iifthe incumbent.-LEG:continuesto:sexve -the -sexvice
area, orif :it.resells to(other.iprovidexsg: »-»nsbronzvs nl . SI
Conclusiong of Lawi e aoiveaz {5 ot vigus bfuedn aolvica [saxoaviny

1. DCA's motion to accept the late filing of its comments ja
and recommendations :should be granted«; i« noieni- 50 sdr (€]

Lenu 241 rProviding ispecial jrates to.certain olasses of.cuskomers :;
to the: exclusion :of ‘others forthe sametype :of gervices may.:be us
contrary to iPU Code :§ 453 s-and its prohibition:against:is sdsivabuu
discriminatory rdtesiand.cha¥gés il t=iiuov Juon fdeid oy (dL

iﬁ3a:nThé;referenEQgin-ABr3643xﬁbﬁaJtéyiewjproce891of;theojung
definitionof:universalnservice was meant-to refer, to-a review iy
process of the definition of basid:sérvice, -because the-reféxence :
jin' AB :3643: to an ongdingevaluation<of: whichiservicestare deemed
essential suggests that essential services make up the definitiono
of ‘basia. service:izold zusneoo Jgobs bluvorde nolazairod 2l L af

4. Basic service definés a level of basic service which:all
locali:exchange: .providers must. adhéreto in Californlacdr .vr

5. The. definitidn:ofxbagic servicé-should iinclude the (s o1
elements contained in proposed Rule 4.B.
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wis nunrgy ITHeproposeddefinition cof ibasiciservice cis ra'Yeasohable
definition of what fard ‘éssential telecommunications ;servicess and i
refleotdg!'what teléphoré ‘customers have &ome<to ‘expecdt tno 21emuenon
7. The definition of basic servic¢e ‘should be‘thdi.samelfor1q
alldlddalrexchange providerspfuodae axcvznco [eidnsbizoy (V2
8. The Commissionrshould adoptaiperiddic) formalirevieWw of.
the definition’of ‘basic ‘servicerad set forth iv proposed Rule 4.C.
9. The Commission should adopt the c¢riteriasset (forth:inqobh
proposed Rule 4./C.2rraBitHecriteria for reevaluating:the .e¢
definitioncof :Badidgervicerds a5 paideliaraib nood aerl o ainfgqnon
10. The Commidsionghould mot: proposera:rule; at! thistime td:
fulidithe typed ‘of programs proposed by. UCAN-and iUSA'asval .0
11. The universal service mechanismd néed to Pe redesignéd:to
allow niew market: ehtrants‘access ‘tolthose (funds,-and to'"reflect the
‘downward ‘pressures ‘on ‘¢osts cthiti.competition rshould tbring.ie =d Jon
12. In accordance with{PUcCode :§:7709.5;:.theredesign of ,nvis
universal service should apply to all service areas’ withim the nioD
statesr o0 2di Yo wiaifil odel odi 2ucoon i dordosw a'ATM LI
13. The Commission propdses to replace:the rcurrént  CHCF-with:
theéthighfcost: voucher. fund;rcand thatiran auction mec¢hanisin be used
as adsafety.net in therevent- no sihgle provider “isiwilling.:toiis o
undertake the' 'COLR/obligation in anyfarea of Califéxrnians yisis oo
14. The high cost voucher fundishouldisubsidize residentialib
customners .‘-rather-’th_an"fi‘mpl-icitly fsdubsidizing both 'busingss and
residential rcustomeérs through service ‘revenue:cross:isubsidies as:is
true ‘of: ‘curreht rcarrier rate designsif 1o noidinilab sdy o mzssouyg
bee15p :Ardesignated rCOLR should be requiredito' serve' areas :based
on'‘GSAs. i Yabh ol g oXrm 2oevtvieoe [siinsazs Jefl zsesppua [siinsaeso
16. The Commission should adopt census block :groups: as :thé 1o
GS8Aasiioirdw anivreaa 2iesd 10 Iaval 5 rontizb evivioz otasd b
17. The rdosb’studies should:Be: developed by»-.wpw_ofs:proxi’esso'i
for allthefGdAs lin faccordance with rproposed: Rule 6 fAsdT .2
LH.d ol bsaogorg ni bonisinon a2ianemais

- 85t€ -
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coietl gy iRt costrstudiaa i foridetérminingithe existénce and:amount
of cross®subsidiesidupporting: rates> foribasié servite>should>besdz
handled in the OANAD proceeding. LE10D hadnapiash
11173975 AR intérim décision miay:be:neededin:thidgiprédceeding as
to where the cost>studies forihigh costsareas>should béthandlediya
1T 20,75 Thé Commissionishouldradopti as>the refekence! or benchmark
the LRCS ' texisting basiciservice vevenues» foricalculating! the: high
cost GSAs. ) L inuonos
1191V Pha cévhisaiont shohld peribdiéally: review thé” subsidy
amounts to determine if the subsidies for high cost areas:should:be
© yedudedsg ey paideitxs ofdd ylibony bivede noteairm 0D ofT L££
v 213%lvephesicdnbents LREs? shduld bal fefuired: to:serve: and! bésil
designated- Eha! COLRein 3119 théirdsdr¥icerareas untils such> timeron
‘that24nothdy cdrler sl carriers/aréeldeaignatédras: theyCOLRAE
ny3vbiptharcqialified>providéis mdy? seek! tolbetsme: 41 degignated
COLR in’a PAREicilar=GSA,2dF toYeompitétinadGSA»without being:oxs
dé§i§355é33a§i3ﬁ¢0LR330 ofw 2iebivotg apneidoxe Iesof [{a L 2F
2422201y the?dédignated! COLR! oriCOLRsIwill be'entitled:to ol
draw from the high cost voucher fund. .¢ oflun
Jashoupf garrietr Who wants!torbetond aldesiyndtéd COLR shall
file a NOI‘Asi&eats £3rth 4niproposed RaleréeibDi: nitnjul a6 ap 3zpof
26. A desighatéd> COLRmAy> bptoout? as> the designatéd:carrier;
as set forthiin®ploposed! Rulei¢iDigifuci(n nofeairiold ot . TE
Pozoggia i thefevant?therlastidedignated COLR wants!to bexhivoug
relieved of its COLR obligation, then the Commission or its ¥ ofufl
designee willitbhdluctian dudtion>in> actordanca! with! préposed:
RO1EE . BIP E8T déteimine?Whd the! Hew designat&d coLR should bel- +e.d
28. If a COLR has been designated through the auction .19Woq
meChanism! iall hriiela Nt dret interestdd ni serving 4s a €€
dd31§naTed  COLR? updh! Expiatisn’ 6f ‘the! terin' shilli File ah! NOYtdm
accordandd? with! propded Rule’ 6L Bi3 2 {qosg omoont wol bns priseqa
o3 DRTO bis 213 10r9 boldostib norezisrod adld deaw 03 tslimta ,svica’
.230-€0-5¢.4 nt ob
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s 293 Criteria,; such,asithatscontained:iniproposediRule;6.D.4.,
should:be-adopted:as to:whichicarrier;is:qualified:to.bé-2.0015 16
designated COLR. e bnnuorg GANAO ofd ni Lolbasd
. 130395 The:Commission.proposes,;to adopt.the-netikrans account
systeii-asithé fanding:mechanism forihigh cost.areas,. w1 otaduw o3
=31 tAllrtelecommunication.services:providers.subject to our
Jurisdiction: should,be,required.to.contribute to,thig;net trans.;
account. .2A2D 1aon
vi» 32{us Thes Comnission: should; agninister;the;highycogt vougher
~mechanisminods Jeow Aphi 10 zelhladua odl 31 animiotoh oJ 8 Iuons
33, The Commission should modify the existing ULTS progxam,go
thatithe; 8Ub65-.d)"9 is> EYﬁ.i-‘I?bl_e_i to; thoge local exchange providers who
serve: low; income;customers,with.:basicsexchange,services. .hoyoapiash
34110 Torénsuresthe competitive neutrality ofthe VLTS,customer
i- subsidy,5 the: CLO; should:.not be allowed;yo,collect,a sybgidycin
excess® of whatithesincumbent;LEC,regceiyes onya pex,customer;bagis,

Tt

35. All local exchange providers who ofﬁgrnbagiggséi?jggfggg"“

Rule 5. Chood o sadoroy deod ddpid el rorl wath
i 136+ 5. The AEUS;for:the ULTS.program;should be;continued.at
least as an interim measure:;to assure.that ingomejseligible: ; or:3

customers. have>accessito:affordable basio)servicé,iaan, 4 .3¢

37. The Commission should:require, all;lo¢al;exchange: ;.o ar
providers offering residential; basic.service;to,abide pby proposed
Rule 7.z31¢ xo

383z0he
D.94-09:065; should;continue: to,apply.$o long.as they,retain market
power. pnoijour adl devondd badsnpiash nsed esd 210D 5 3 .88 -

39.5 The,CLCs; should, be.required; to rincluderdn 5}133’1%::9?3}};?}&;?';
reportss theix efforts: to; attain uniyersal: sexvige, forsnop,English,
speaking and low income people 13331339}9@99‘;-5(,1&?4 that. the,CLCs -
serve, similar to what the Commission directed Pacific and GTEC to
do in P.94-09-065.

rolneic o) ofdd and? noldsplido 110D 23: Yo bovollsy
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40.,.iThaiLECa ghould{not be;granted.any:additionalrirecovery
for stranded-lnveptments «n frocavinu Boeogorg adl diiw nollosancd

ceontonsnd (82 af Lous 00:0 35 vibinripad 2¢00 X rodungen

det prrtinad foaneg ’f'!INTERIH"O&DERﬁSKEEX i Doloowoaldnl aaf 1yay

Thws el ~ LR

£y 'IT\IS ORDERRED that::in) nolnivid esastlgyod bin Y od3ivieA

ShpndadT oild e prioxsT wiod w o ntisdod anitd totro 1andaon

1. The June 23, :1995 motion:ofsthq.California-Depaxtmentrof -

Consumer Affairs:\(DCA) fiargran';edr{ DCA‘ . conments: and“ 2

filed by ,;th%,quke,t; ,Qf_f_,i.qq ag Qt mhe_ ._da_t;e LDCA{e_moti_on wasg: filed: 3
2+ Parties-are directed to.fileropening;¢commentsconitheé oD
proposed .xules;with .the Compigsion’g Dogket: Office; and toehialnd
concurrently;sexyvye<3 copy-of their filed-commeritsconrthe-dexrvicess
list for,-this proceeding as get iforthrincthé -ALJ;Ruling [S6f:MayFil;t
1995. The comnenks shall :belimited:to no:more than-50:pagds;olini
including attachments,: and:indicate iin:a ¢élear:and:focused marner?
any: additions,.deletions, iclarifications or modifications they
believe .are .appropriate -in the ,proposéd .universal 'service:rulesbus
Opening comments; shall. be filed .on ‘or. before:September.r1,!r1995 1 (rq
3. Parties sghall..state:in:their opening:comments:whether oAt
other issues pertaining to universal service need to be:addresseds
and whethér they believe evidentiary hearings will-be réquired to
resolve any;of: the issues;assogiated with the proposed . .rules. Any
party which believes that changes or additions to the proposed
rules are appropriate, but that no evidentiary hearings are
required, Bhould! cledri¥/ sét forth in its comments any additional

Jiabhrasyqd
1nformation theyjbel;evg>the Commlséldn should éoﬁ de? before

adopting? rules)é'*;sl b"diiijﬁ YAC . mraentam

4, Lparﬁieslhhféh believe e entiary heafln s,are'warranted
are directed to present in thelxygéﬁb ng: quqentsfgxprb o%?d
schedule for conducting discovery,npfe afing‘#ffkgénoﬁeékimony,

holding hearings, and filing briefs to resolve the d18puted issues.
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viov sy o1 The :Commission: willihold d fallfpandl hedringTin. oF

connection with the proposed universal service ralEsiohsbist1Je 101
September 29, 1995 beginning at 9:00 a.m. in San Francisco.
Parties interested in speakififCat'thé¥full panel hearing must
contact either Brian Roberts or Coxy Texeira of the Commission's
Advisory and Compliance Division (CACD)rat (416)'%70312334 or
7034290177 xespedtbivadly . byi'Septembércl, {1995, €S envl edi T

6. pPublicrpartioipatisi heéivingatwill B& held a8 different”
locatiéng:cthioughdutEha-stdte (i ithe ‘SEptembar vand cOGtobéy o 1020
timeframac~ Thé-dates/ afd<tifies ' Will bé anrddicéd inTan/Assighed (1
commigsioner!scrulingrand - publ{shed in ‘the 'Commissidnts Daily
Calendarsd The respdndentr16€al‘éexdliange "Gardier’s 1in wHoye Feeyvice
territoriesrthecpublic partidipation héarings (PPHS)7aie X6 bg 21102
held): shallibé réquiredrtormaili-billirinserts iEs ritgccustomers Joil
informingthémrof :the<PPHs oncé -the 'dates fand “16cations are -<CeI
finalized:in:thefAssigne€d Commissionér.sirulingiterionlin paibrlont

-7. Reply commentsctouss’ues Yaisged in t.he éﬁening corﬁrﬁentsm

partiéipatlon fhear1ngs,“ma\/-be<f11ed ‘on ‘or-:before December: 1511995
The -réply;comments :shalli not "eXceed: 25' paged,lrincludiigd ¢

attachménite s#d o3 borir asivica {rerovior of pitinle3sa nopeni teidio

o+ £ This corder isveffective toddy v sveliled yad) redyoly bus

»o D:Dated fJuly 19 1995, 7ati.San:Francisco, ‘California.ovioas:

242 o int1thRa vo wopnedn defdd esveifod dobdw yJisg

conitsed vestdnnhive on Mol Jud (9lsiuqoqqs o156 aslirs

vite 2inssmod el ni dioed PANIEL JHm., FESSLER . JDoriupot
‘E EY g 'I;l DE’CISI e PreSident .
. 110 ECISION. . i~ oD pl7 GREGORY! CONLONtOI Irmtolnt
s APPROVED BY 'IH::. BOVE
qlssmeRs “TODAY JESSIE J. KNIGHTy;JRy;j3q0hs
‘ ” HENRY M. DUQUE
. ' > wvsilied Commissioners -

, ttadld ni dnsasitq od Bsionosiib ou1s
oo P&!"g 1B -.Q“ﬁ»!@‘ Dire ntQP.\(IﬁvoJaiu paidnubnon 10l sfubodva

e Poiugeib a3 avicnst o nloitd pnifil bas ,zpaltiesd paiblod
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A X1APREHRIX A
$ opPage 1

badtriin *;j Dojorears pROPOSED UNIVERSAL SBRVICB mﬁ_ﬁ“:x_ﬁ"
Sty eioag or qaiﬁ‘on 6 oas ovian [ 1487 naarn JLd]hil 3t
X, p-DRRINITIONS , aibiadus Sroo dpid Boas B3eb 2o doide
L3AORSDT FI Io a2rsiiien 10 19;115) bﬁjinnfﬂnn ol
A. 'All End User Surcharge {AEUS): A funding mechanism used to
= i:collegt moneyifo 1 ,Commissionrmandatedyprograng;i The ARUS is
A appllcablehto;al ctelegommuniqabions “PEOY degs;kwith the
ot exqepglonjof onerway.paging. QQmpanieagniThg gpgqharge is a
10 jipercentage Qf }he[cusbgmershJtotalfequndituxes on
telecommunicat ons services, Theigurchargeiig- visible on
customers’ bills as a line item charge.
nibiveg moadeyas eqordsdimyitodsfod A asdoxd Ioogd LA
B,“ Basio-Servicet i1 Ascertainidefined mf imumolevelbof
Beo ctelecommuningionslser\giceLa‘lailable1;Q;girtually everyone
in each telephone exchange. .Sometimegcreferved.to as basic
exchange service.
1562 dnadeusisi odl  {D3:1) doitusDd spnasdoxd {sool
AT S nia Tigh Cost Pund (CHCR) ; Kefund.established by the
Commission to ensure that customers in areas served by small
p,r~[.\and mid-size LECg chave;agcess itoitelephone services:at
freasonable .xates: iThe CQmmission c¢ollects money for the
fund,through an-ARUS and d1stributes;it to the small and

Doy ;F ‘) 220020 AIC “’“d "“1“" J
D. Carrier of Last Resort (COLR): A local exchange service
ot Fonu od -providexr: that stands ready to provide basiaiserviceito any
LT eards cuetomerxrequeabing such. serylce(wiqhin a spedified area.

g ifj 'L”dJ 30 egfjuqJ"‘
;J11U11; uoo bﬂﬂ LQOJrﬂ} BrEonoR B'IabrinD ol Juo
Census Block Group: An area defined:by ithe United States
Census Bureau which serves as thée geographic service area.
c {anva0) snosqgqoloved orudnstidorA Niowdol szannA aeqd L0
F. - Cqmmongﬂarriage*z;PrqvislonAof telecommunications services
22a%06 ﬂcgg=ava11able to -the pub11oton'a nonxdiscriminatory ‘basis.
wicwiean g0l Hiowsmsitl B ietldeides bas 2sdivice MNoonalidod o
.G,H;Competltive LocalfearrieruKCLe)thA common -¢arrier which has
been issued a Certificate of Public Convenience and
piiar bego Necéssity,to provide \h{lrelxhe -local exchangexoi9> .4
.cjgu,telecommun;qations -servige’ forua.geographic\grea specified
by such carrier.
qoo{ zs dowe ,edeon diiw boidsiscaess 10d0sH 10135%'$<01“".Q-
a3nr 3 Hx c>Competitivehneutralitygfurhe:idga;thatvalldjknsi -
. Ianiinecqtelecompunications service: :providersish ould,hexrequired to
contribute to and be allowed to recéive subsidies from the
.zauniversaliservice programs on an-equitable:- ‘basis. .4

adT 1 {DIKI2T) sieod {sinessitonl aud pnod ssiviaZ [sidol. .2
LITONMIO Q:H&O a1 ni bsgofaveb ui 3Isd3 2ISJ2T Yo noidiniieh
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A XTAPPENDIX A
° { sppdge 2

I. GeodPaphHig 8tudy. ALSH1(GSA)Y17ATCSHmission designated
geographic area that will serve as a reference point from
which cost data and high cost subsidies can‘béldérived - -for
‘the designated carriexr or carriers of last resoxt.

an calacgosny piibaol A {(BEUHAY cuwerdogu?2 soel EBad [TA LA
i Jui HiéhﬁgéétﬁVGGéhéﬁﬁFuﬁdf?Ethéifuﬂq?déVéIGpéd?{ﬂﬁthis
i d1ivprocesding itérsubsidiZe high-dodtrareas 6f -thé state. The
ioul spredfudd in¢ludesiareolledtidnimechanism}cairdistéibition
ncmaohanismpcandfa ‘method<féxr zéaléulatingiehiecaméunt of the
vio ofdiztyeqiivédrdabgidgdt .andiviaz anoidesinsrmovalel
copindD modi enif & zs ellid ‘eyencisun
K. Local Exchange: A telecommunications system providing
icgdrvidewithin d<spdelfidd ‘area’within whiché6dimunications
snoytove yaretdongidereddsdchanga messageséXceprLioritiose messages
siand an osbétwaedstoll points. . oprasdoxs anoifgaian oo 1l
L921ivise opaeioxKo
) L. Local Exchange Carrier {(LEC): The incumbent carrier or
<Ay nd boduiddrdiéersiwhode ndmes dppear onAttachmént A of f€hesé rules.
Tl ovd bsviez apois nl eysroldeuo Fedf syveas 0 nofrrlnod
My oiLoopt fActradsmisgioncpath dapabléof rdelivering analog
3 103 volee gradéd Isignalscor digital signals catiflesd ‘than 1.544
s [ Mbp#-bétwééntthe<retwork fintérfdceé ratitaccusténier's premises
“winsgron cand thécmaidrdistribution frame cor any - other point of
interconniédtion:to the LEC nétworkK. U:Als6 kiiown fas the basic
level network access channel. i
sotviessz epiandoxe Inoal A (3J0D) Juwosod dard o wnlussD L
s o.NpoiNetTrans Acéounti (A furding ‘méchanism which may be used to
.co1s bolddllect rmoney (for thé ‘Commission s thigh ¢6sv -Véucher fund.
bovosgnUndéri this ‘mechanism;? thé ‘Conimission ‘bills” ca¥riers a
percentage of their transmission path ‘révendes'after netting
out the carrier's access charges and contributions to
o tell Pruniversal vservicesh more oA 1qiord Hoold ewpened L d
Loots soniviaz oidgetpoap =il s suvies (inkdw usoiIuld ausiaed
O. Open Access Network Architecture Development (OANAD) :
nooivics :0rder-Instituting Rulemaking &hd Ordenilnstituting -
.eizecInvestidation H{R793-04+003 'and I :93-04-002)3 to Ygovern access
to bottleneck services and establish a framework for network
s foifw 1:architecture develdpiment ‘of. ddninant! carrier-networks.
fuie oonoiaovio) oildud Yo odesililsed o bouseir nosd
P. ProxyiCosts Geodraphically sdpecific costadevéloped using
Esilincqe proxXy factors cxrather . ‘than directimeasuremnent-of: tosts.
1aiv16eo doue yd
Q. Proxy Factor: Factor associated with costs, such as_ loop
length ‘o population rdénsity'i whishican' be Used to ébtimate
o3 borttupreosts Iwhentdiredt ‘meapurenent: isunavailable orimpractical.
=3 mosl eoibiedue ovioost ol bswolls ed bns 03 odudiiinos
R. -RatecCapfisUpper rlimit o avceiling lévelonm prices.

i

S. Total Service Long Run Incremental Costs (TSLRIC): The
definition of TSLRIC that is developed in the OANAD OIR/OII.
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5 Te oTransmissionrpath-Yevenuésiy-Alfcarriér!s révenues from local
Nr s o3 servicepointraLATA toll,sinterLATA=tollyimobile telephone
f.h0 snivgallsjcaccesssinterconnéctionrand:collocation payments
received, reseller payments, private lifesUand Eigh capacity
business services, transmission services for information
Crepon oiproviders - packet (Switohéd {rddsmisgioniseivices,
stesctransmissionrparts:of‘integratédd systemd . packages, basic
=, Centrex dérvicesr-and icentral jofficérswitching functions.
Lerrftd prideaon yd boyolge asipofonidonl
U. Universal Lifeline Telephone Service (ULTS): The ULTS
Jrd3 program-is d:statewide explicitccustomer subsidy that
codivi fusanc.ensureés lowcincome chéuseholds have faccesdsito basic telephone
voRviag Lyt gervicdes ataifixedrand:affordable-ratesisThe ULTS program
was created in response itofthe Moore:Universal Telephone
Service Act which became law in September, -1983. The ULTS
ooviipnoni oiprogramsiscgometimés:reférredtocasrLifelive. .2
as eovivisa featoviay Yo palnotzivorg tnsiotlls rold
o} iV iiUniversaliiSexvige :viThe :provisgion 'of ‘basiciservice to
virtually everyoneiin-Californiarattréasonable rates.

o W. =tVoucher: ;A ‘mechanism:uséd to ‘distribute a ‘credit to a

v m2insicustomexr or- customers  in conneotion With the Commission’s
iz o iuniversalt service (funding .prograns.iit.-The 'oredit to the
L oeivion o 'customer:isbased-on -the' difference bétween the cost of
reen paifbnservingothe icustomer -and the  rate' deemed affordable by the
Commissionisnicinnue bas bonod-beotd =2t doide

2. SCOPE OF RULES izaviinsrdd .4
These rules govern universal service to California _
'Y & telecommunications:users. i1«For- the purposes: ofi:funding universal
o service;s thesei-rulestapply’:to all=California:telecommunications
1935 carrierssqd-For ;the: purpose: 6fi providing.universal service, these
srules: apply:to>alliCalifornia telecommunidatiohs carriers
sonboproviding: basic servicetionni yonsioiils shivoiq
antvios Leayaviais 10l bortups: yhiaduz aldsvoupps =il
3. UNIVERSAL SERVICR PRINCIPLES AND OBJECTIVES 15vO

faAdgPrinediples:riziol <42 Go sviidvside o3 2i 31 .8
160 d3ifsod \noilsoups wolls doide aeioifcyg ooivios
5 11k 1ad At :ds>thet policy) of ithe Commissionutorensure that high-
~i1 1o asnsiqioqua}ityJbaéicltelécommuhicabibhsvsgtvides remain
availablerandraffordable :tb? all Califorhians regardless
of linguistic, cultural, ethnic, physical, geographic,
5i1 evoisgni or incomeiconsidérationsivs{do sdl 2& II  .¢
daiipnd-non o3 odivies oiasd 10 9ist noidsrdonsq o
sri2 lo2i1s41t i$ the>policy of>the "Commission’ toprovide for the
progressive expansioniofrtherdefitiftiont of basic service
as Service capabilities advance and the need for
advanced services ubiquity becomes prevalent, in order
to avoid information rich and information poor '
stratification.

lamisv
]
=~
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cemi it a-3exvIt issthe:policy:ofsthe:Conmission:td ensuf¥e that
ainodaolaa oitdcongumersshaveraccess ito information<néeded to make
sotnsaynyg noitimely.-andninformed: choicesfabout:basic/dervice and
vt seges ipid BacUDT8ET sdevia adnouysg oo lisoay buvinoa
v e golia P toY uanivise foiszzicanett (2avivion ewLiiavra
cd4vivibeis-theipoliay o6frthé.Commissionttoiprovide consumers
stend Leopsi.with theyability:torchdose “amongcdompeting ‘basic
czieed ol oounivérsal-sérvideprovidersiregardlegs of <the
technologies employed by competing firms.
STAU odi : (20dU) soivist opnodgolesT snilstlid Ipsziusvinl LU
162 ySizolt is:.theipolicy fof <théiCommigsion itorensure that
cqtegoind oiesd cuniversalcserviéd:providers<adhiere [to cintérconnectivity,
Ciposg &1dU sﬁinteroperaﬁtlib¥}?coémonicatﬁiqgeysreliability, privacy
aodgsfai £nzand isécurity, guidelinespyzot ni boldsoyd esw
ST sdT L E89L Jrodrodgs® ai wel osiensd idotdw JOA 90ivie?Z
6. .-It {i8 ithepoliéy-of-‘the Comnission ‘to:pxovide incentives
for efficient provisioning of universal services, and
o1 ooivis:which:will ;¥eéduce-the iaggregate rsdubsidy \requiréd for
.eadns sicuniversalsérvice ‘overitimeonytave yilouitiy

5 o1 1rTes-It isthe policy 6f.:the :Commission to:provide &’
st noteais—on ccompetitively. neutral  universal> service  mechanism which
513 o 3in:Will.minimize market:distortions: The mechanism must
1o droo <1 provide fori.competitive prévisioning ofrbasic service,
oz el o ideirso acceéss.:t6 universal iservice.funds,{ and - a funding source
which is broad-based and sustainable.szi 720

B. Objectives: 21U 40 190y L8
cinsolilel of soviviae {ssxsviau nrovop aslus spoill &
fiaveviny pndsipIltds:the, objective of the:Commission'ito:develop a fully
- -0 operable),} competitively neutralsuniveksalrservice
.onivisz f(£inancing.sdurce-and. distribution meéchanism' no>later
oeoliies than January, 1319971« The funding: mechapnism: ust
provide efficiency incentives: to 'significantlyryeduce
the aggregate subsidy required for universal service

over .time3Cao (A 2IISIDNINY HOIVRHR JARAAVIMU . ¢

O
k¢

2. It is the objective of the Commisgsioh;toiadopt.iniversal
service policies which allow education, health care,
ipid s syusz.community:.and-dovebrnment;institutions to belin a
) (innos- o position:thatsallows»théem: to: beiearlys;recipients of the
2nolbispor znsi.benefits ofs the dnhformation:agesldnitnvs
,oirgsiposp , Isotayig ,oiardie ,Isyudfus Doitetupnif lo
3., It is the objective: ofrthe:Commission to improve the
penetration rate of basic service to non-English
afd 101 shivospeaking:and-low dncome households by meansiof the
anivyone oiesd lo following:mechanismsiizanegrs oviazsipotq
10l basorn =d3 bne sonsvbs aoiidilideysd soivisa 28
tabxo i dnoleverqg aeodsd yiiupidu aovivise bosusvbs
- weog noidemrolal bng dolt agotrisarolint biove o3
o .qottsnilidnrie

. Mii'»'
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sty iot tadn ‘All LECe:and .CLCs shall:betresponsible . for pursuing
the objective of achieving a,%5%.penetration rate
among low income and non-English speaking households

cessivicas ocintthelr:service-territories: =nsuoe

“ite bupe monivierb, cLBCs:andiCLCS shallchavesthesflexihility:to develop

LONO-F0-2¢. 3t

LEI

Hoytuzni innovativeistrategiegitopcéntributesto the

boxirortuens st-attainment Qfnthiscobjeqtivetavhani

Ul ot ol bebiucﬁq LECs :4nd<CLCs {shal)l-gubmit thesrequired:annual

reports describing their . efforts.to_attain this

LT

objective.
i2onoilyslod yeqg yoifeq oilduq o3 mae

2D .ot
d. In service territories where there Ts a substantial
Jjuads nolisvrodnipopulation-of -non-Bngligh:zspeakers,ia ¢arrier's
sotviias noideairefforts to ¢ommunic¢ate withisuchzcustomers in their

native languagesishall ibe anfagtorsthat the
Commission considers in assessing ‘'each local
carrier’s-c¢ontributionito,.pursuit;of ;juniversgal

service targets.
i drecgrad ol o wolvest wou £ 10 aobliicyg yva™ 29k
. - 4¢ rBASIC-SERVICE :23Yp afsoy «nwil adivioz oies
Ientl 10 poidgoebs sdT  solviees vigsd Yo w

pl

3.4

e

f

31
of
v

SN

O

“\-10-A¥.-Carriérs.providingrresidential.service,shall,

to wolviprovidé all eleménts:of (basiciservicet.1 rus
2 Ileds nordenidibom 10Y fnoizidsy iy .oniviasn aiuod

Tk

at a minimum,

.oi8h wiBvyo-Bagdiccsetvicerindludes-the-followingrservices:

to od balbs acdcédscto single:-partyslocal:eéxchange servige;

wibtenso [Liw aoleals 70D sd) soivios siesd oul hodosieb
2, access to interexchange:icarriersfiol o

it no3isrability toiplac¢erandosreceive.calls;y ¢
_ wWieinon
4, touch tone dialing;
Isidnehizst o §83 (yitsoren iskjnszadua 5 .d
5. freeiaccessnto.emergéncy.sexyl

5;{1 dpi6vitaccess to directorycassistance;d o431 .o

, . redeoo

- 7. 1lifeline rate for eligible customers
goipt noijqitunedus 10 ,90iviaz odl lo yIitlidslisve .b
8soicustomerichoideiof=flat-or measured.rate

o913 09.sfacééssntoddirectorysassistante ;s rabivors
i3 10} noidesrroint 3asioillus Jesuposy noqu aotzaimiod
sved £i193107 sacdess:itoraddirectory:rlisting;ncizzisizoD
_ Lbsilaidsz nsed
‘ 11. access to operator services;

ces;911/E911;

service;

£
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crumaanyg 112, 0 I¥éieegradecéringotion”td: publid switched telephone
e ol inedogetworky s ritvairing 10 e ianapde ol
{ vaizsnoge deltlpnd-non bas onoont wol vnoms.

accegs to-information-services-andc 800 services;

mlaveb 031471 fénéxtimesfreesblo¢king for information.gervices and one
st ospime billingradjustmentg-foricharges incurred
inadverténtlypiristakenly, “or:that .were unauthorized;

lennngsh-rdceess U6 télephonéd:relay.'setvice”as provided for in PU
atds ninlirceden§ 12881yl vniditnash ajroygsy
.oviioopdo
o ) 16. access to public policy pay telephones;
Ieizanscdue s ai o1odd oxanw asitoldivisd soivisz anl b
. a'isingy sfrescidcessstdgustomeriserviceforuinformation about
siadd i EISEO{ULTsﬁcéérﬁidé adgtivation, seérviceitermination, service
a:141 2ardfepairsand billlirquirviespnsl ovidnn
fncol fuss palzasues i etrshiznos nole=zin=mo)d
legsovperiddid iReview ofrBasidisService 1olx1nd
.aedoapIsl evivion
1. Parties may petition for a new review of the composition
of basic service three years after thévéonclusion of a .
review of basic service. The adoption of final
1o -ﬁﬁLVéréalvservicé3ru1ésﬁintthié\pcheedings(R.95-01f020
and 1.95°014021)iwill¢constitute the firstrreview of
basic service. The petition for modification shall be
:2filad-onvor-béforecthez180thiday-before-thefreview date.

\52{v+In &valdatindewhétherr-gervicés should:-be added to or
deleted from basic service the Commission will consider
the followingsoriterfa:=~sini oi zesdun .S

a. thefdervicésisressentialufor partidipation in
socliety;

I3

ipniisib snod fdoror LB
a substantial majority, 65%, of residential

.C

c. the benefitaiofraddirng-sthé servicecoutwéigh the
costs;
axsmodeuo oldipifs ‘101 93ey snifelzf .V
i d. availability of the service, or subscription rates
1e0ivisa 93sTwb0ldznot increddelwithdutvinterventions

3. Providersiwillimiintaincdandimakéesavailable.to the
Commission upon réquest sufficient information for the
Commission:toidetérpiné>whétherothezabove criteria have
been satisfied. .

reanivies 10363940 0 2assues LIl
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i8iv: UNIVERSAL:LIRELINE-TELEPHONBISRRVICE: (ULTS) {107
siued vail:ivorg 101 21200 Yo srturseny odd s ovian
rot yiAlcrCcarrier-Responsibilitiésttiobieoat ot snivice
Pl Yo sreg 26 bagofoveb od {liw OISLIRT oy prataiotoated
1. All carriers:providifig-bBasloeservice:will have access to
the ULTS fund.
it oolvioa oferd {d3iw zicroleun pribivorg 1ol 2ol LR
kv syodral \Catriérsrarée réquiredztosinformvélustomers of the
gt bodsioozen zoi’optioncfor-ULTS servicérwhanzoustomers first inquire
wiizaobh noldslugey or signiup for badicréxchangé sexvice,
cafntarealdab ol ypoloboddss odd .ddpnol goof spsiysvs bis
o [liw #boicCdrriers musticharde normorécthanithe statewide ULTS
.pitibsassotg JAVAD rateprasisébrbycthecCommissionpitocqualifying low
income customers. . '
11po a0dd baste sutbhesyn bns [fsn2 (2
c. Carriers may collect the difference between their
10 iwctariffedcrataeffor 6théfTresidentialscustomers and
the Liféline rate from the ULTS fund, but they may
Yo oo wd Roticdolléct more on:a per customer .basis than the
incumbent LEC, Lan3d

ve o3 11 d2v Carriexs:must - servereachdeligibléfciistomer
i A28 Jrdd ! rrequestingshifeline service:within-the carriers!
tai131to DA =it ydspecifiedisexvingtareaiwvas oii svods
ABD unlunidray 2R3 nb suivisy oitand
B. ULTS Funding Source
aidT  .yiisvibolrsy bowsiver od Lliw ainwons ybizdug .V
pincda =sdiacAll iktelecommunications féarrierd ‘areYéquired to charge
fizuo the fappropriate sgurcharge, as et by the' Commission, on
.zoryazeallvend usexs Sfiitelecommunications fsérvices.

2. End users of one-way:pagingcdompaniés are €xcluded from
the collection of the surcharge. )
od polder1o0tal pitiwolfol odd Jrogsy [Isda zyelrisd I
:zieed ByiviCarriers ishalli submit-"the number of. '6id€omers who sign
up for the ULTS program to CACD’s Telecommunications
areroldens spinBranch on<a mwonthly :basfis. 1odoun sdT .5
LAZD doso b 1sityed a3 vd bovisa pried
6. THE HIGH COST VOQUCHER FUND
2i 10f11sD od3 o0iviszs spasdoxs osizsd 103 o3y sdT  .d
A. 1Identifying The Cost /TS Serve High 'Costi:Areas

T8l IBD BdJlvﬂfﬁighKCGsbﬂVoubherdfuﬁB'sq5§idi§§FWili vary according to
ooivies spraedothe 'dost rof iproviding gerviqé‘withih‘a GSA.
.2r0916 3202 dprd a3 o3

2. The GSA is used for the purposes of identifying the cost
of providing universal service to a particular area. A
census block group shall serve as the GSA.
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3. Total(Service Long”Rui:INGrénentalsiCost.L(TSLRIO)Y will
serve as the measure of costs for providing basic
service to residentialigustomers.ncThermethddolsgy for
determining the TSLRIC will be developed as part of this

< wuanons aveid [proceeding:and:the; OANAD. proceeding.s [(fA .1
by 21U siid
. Costs for providing customers with basic service in
il 1aoindividual iGSAsiwill be determinedrby factors which
ctiupat Jzeil ziserverassproxiesvfor thetrcharactéristics associated with
.ccostey inoluding,ibut not limitéd to, population density
and average loop léngth. The methodology for determining
2h.di abiwndsia cproXyscostg-and therinitial proxy:factors will be
wol pniyliiscdeveloped=in:this:proceedingzand<the OANAD proceeding.
: L2EoNo3aND oneRll
5. Small and medium sized LECs can:
tiofdd noowicd sonorsdibh o4id dooslfod yem z2ix9itisD D
FBan aresodaucaleidevelopTSLRIC studies-of:theéir:own; or
o yeAdd sod L bogl 273U ordd morl oisx onilaild ol
i1 nadd eiasboscselect the proxy-costs-developed by one of the large
LECs. Lodd dpsdnieoat

v¢6 0 1: AGSA Will <be-considéred:a -high icost: GSA if the average .
‘atal cynn o costrofrserving sresidential:dustomers in that GSA is
above the averagesrevenue:génerated:by the LEC offeéring
basic service in that particular GSA.
gorie2 pintbaud 2740 .4
7. Subsidy amounts will be reviewed periodically. This
spiado 03 boixeview will.considerthe:amount. which subsidies should
a0 noiasis oD be_reduced due to-efficienciescgained through
.29nitechnologicalradvances :and competitive pressures.

vt ec-Bul.Carxier Responsibilitiesvyiw-cno Yo siony bnd LS
_ opieotae srid o noidoslico eds
1. Carriers shall report the following information to
nvia odw 21sv.CACD' 8 cTelecommunications. Branch .on ‘a monthly basis:
zrobIeninunsonslsT 2'GDAD o3 reianoxyg 274U sd2 ol gy
a. The number of :xresidential ;bagi¢i.exchange customers
being served by the carrier in each GSA.
' Qe _#3HOUOV Tel) HoIH 3GHT .9
b. The rate for basic exchange service the carrier is
anav/charging idn .eagh GSAueod odT priylignshl A

o3 pnibionos y.Gor ‘Acalgulation ofuthe subsidyamount:ithat: the carrier
N .Azd 5 should: receive foriproviding basic. exchange service
to the high cost areas.
o3 paiylidnsbi Yo eezogiug o143 10} bozy 2i A2D edi .S
.6916 rslyniitegq & ©F svivisz Isz21oviau pnibivory 1o
LARD ad3 ap svies [Isde quose Hsold zuznzo .
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Subsidy Applicability 1o o1 vainbiid oviziden ob

s 25Xy FTheshigh céstuvoucher:ifund.will apply only.to
i 2700 =f‘residential-badia-serviées:pricedlat the tariffed rat
i: anpunes in highféostiGSABivoiqg ro:ido cn bns (ARD .
:iavsl whiedue Jnosysuo o3 2e yiifidienogans
2. The Commission will periodically review the subsidy in
vdoralw noidach GSAsdeidinit [iiw nolzeis—20 oAl .r&
LBRIGD ol sd o2 bid nrobiveorg anivios
D. Carrier of Last Resort
i1 aveds brae tovo Jdouote s 101 bid [liw axnbivoxd .d
snowol oY 1ybiAllaincumbent LECsiwillzbeydesignated as the COLR in all
53 Baisgoety SiCthélrigérvicecareas-atolédstwuntiligsuch time that
.ziRsy o0uiil andther-carrierforcdarrierscareidesignated as the COLR.
4t g\ vino Jud (bswolls od blucw yiine avililognod
2. Other qualifiediprovidefsimayyséeKuto become a
designated COLR, or to compéte in a GSA without being
ifca o1 nottqrdesignat€d fd«COLRI 2:i3 asaol odw I0D A .S
I ywaweg Dodestatnd yas 03 soxn odd ni eosildificosl @il
3. Only designated COLRs will havé:rdccess.to the high cost
voucher fund subsidy.
SAGD ey -oaxidd ol o aoldetiaxs sdt od rolug aysb 081 L€
5 -4 po<Thoseicarriers:seeking to-be designatéd:-a COLR shall
SC) badenpies(file faTNdtide 6f Intentits bé Desigpated a COLR
a1 soiiade (Désignated:COLR /NOI):oizThe Commissioni#Will consider the
sorficdy £6116wing factdrs:whéncévaluating-whether COLR status
tey bBotdiotog o shouldrbe grantedt{ o axniyiss olqidlun
JEBfod od bBfuveids noliove todidons 1i
a. the facilities the carrier has in place or the
arrangéments:that\theclarri&rcplansitoiénter into in
order to provide local service;
sotdenimrrnuaiod (fs oitupse [livw gofaalirnod ot LI
v 3nos iipb, 2rthe >finandialcability:6fithe carrier to undertake
the COLR obligation; Lbod

101 yoaon soeiditthetability<dfcthé fcarriérczto :promote the goals of
.boritas druniversal tservice sinplowdinéomé anid non-English
speaking communities.
a3 o3 abitonos dindus o3 bociupsr od [{iw 2xsitted €
5. A designated COLR will ibe:requirédztorsérve the entire
GSA.
brne ,esunavey disq noleszimanstd (e .6 ‘
6. A designated COLR may opt of its obligations in a GSA by
advice letterprunledszibsigetheconly carriér remaining
"~ in the GSA, in which case it must file an application to
fdptd =i 3o withdrawrdasftheé'COLR, fdnid continuectosd¢t as the COLR
until the applicdation=ibrgrantédror aznew COLR has been
designated as a result of an auction.
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E. Competitive Bidding To Serve 'A$:TheiCOLR yiriadun 9

ol.{If there isionly. dne-darrier:in dpGSA-and that carrier
sing bBeTlice) hds filéd?an}agplicabionitoiwithdrawiaaxthe COLR in that
' GSA, and no other provider:is:willing té assume the COLR
responsibility at the current subsidy level:
vE oybhindon ol walver yllsoibobteqg [fiv noteeim o) odT .S
a. The Commission will initiatesan auction whereby
service providers bid to be the COLR.
’ o o - - dronaf Jand Yo xalwasD .4
b. Providers will bid for an amount, over and above the
fre ol HUI0D o3 as Eprevidusly:-established per<lineisubaidys The lowest
aed3 =2i) dorbiddercvwould{becomecsthe:subsidizéd COLR prepared to

L2100 edr an bodsapproviderservicertosall:éustomerg-for three years.

Competitive entry would be allowed, but only 1/2 the

x euoood csubBsidyywouldcbévavailabléisup xoidio .
sited dpeddiw AZD B Nt 9ldsguon ol 4o (210D bodenpiaoh
2. A COLR who loses the bid 'shallthave theioption to sell
its facilities in the area to any interested party at
o giptidl 2d) cbooksvaluevrd fiw afi0D bodsupiach yInd L€
yhiwdue bnutl gsiouocy
3. 180 days prior to the éxpiration of the three-year COLR
iInil 51100 robligationj other carriers:desiring-to:become a
52100 5 desigpated COLRisincthe i(GSA shdll:file fa*Designated COLR
ii tebiznos L[JiNOIcteThe CoOmmissioniwill. then-deterwmingd whether the
2uisde L1073 sgame’designatéd COLRrshould-bé retaireéd; whether
multiple carriers of last resort:shcéuld:be pérmitted, or
if another auction should be held.
ofdd 10 noely i eesd 19iv1an o3 vnfidiifony «d3 &
otai ReidrPunding«The ‘High:Cost :Voucher Fundi;icr (s
yooiviee Isnol asbivorg o2 x=2bhro
1. The Commission will require all telecommunications
oxaJrsbiu oi service providers itécontributeé itorthe high cost voucher
fund. caotiepifdo SI0D ods

-

jo alrop 2223 oThe:.Commissidn:will;collegt iand.distribute money for
daifpnid-nonthis fundothrodgh ithe inet:transg-adcount method.
.eet3inngyned pridpcaa
3. cCarriers will be required to submit records to the
a¥iins ois osviCommissioncregardingiw £i0) bstaapisah A .8
JAZD
a, all transmission path revenues, and
vd AZO 5 ni enoidepildo 23@ 1o Jgo yen $£.10D Bolpnpiash 4 .3
paialenist 1sitben adcesspaymentsztofotherccarriersiyhn
01 noidenifygs s o01Y Jerss J& oesd doldw ni ,AED edd i ‘ :
30D =d3 4¢ 3ThecCommission will bectheradministrator of the high
rasd esd M.10D weost vouthersfundimechanismiags =dd [f3nu
.nmofizts as Yo 2fuest s es boltenpiash

-

ﬂ"“;l

,1.. N
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coitwof[62 ~TheiCommission{will calculaté eavhscarrieris payment (dr
receipt) from the fund and will bill {or distribute) the
appropriate amount to carriers. QHDIVHAS DILAH
HMIT M0
4+.@.1i:Distributing: The High Cost Area Subsidy In A Resale
_HiyBnvironment IAiaue

2 1. 1If resalecof basic e¢xchangeiservicesorvloopssis allowed,
' the subsidy forsresidéntial:ibasicliexXghangeisexvicexfor
that customer shall be treated aszfollows:lo mumininm

a. If thé price offthefservicesoxrvfacility xesold-is

"~ below its costypitlie undexlying facilitiesybdsad:
provider receivesdrthersubsidy{for the:-dervices:gold.
- .sonswo[[s-OD.Ei

b. If the price of the service or facility resold is
market based:orvbasednuponlactual Idéaveragedvcosts,
then the carrieriwhoisellsibasig-exé¢hafnigeigérvice to
the énd-user .residential-customerishdllnxedéivepthe
subsidy provided that the basic residential service

= is priced at theraffdridable({butibelow cost) price
o get by the Commissioniiflss [snuol haijoifnl

7. CONSUMER INFORMATION RULE ioli.l feaxovinl oidp¥ horonnol-
’ Pouidng 03 spoiaicr 6 2 nobivoird
A. All providers of basic-excharde:sérvices:rist provide the
following information to consumerscin:any-marketing
information that targets residential customérs and which
{-explains .theitelecommunication<service offeringaravailable.
The required information will be set apart from other
marketing information with the following statement: "The
following information is required by the California Public
Utilities Commission to allow comparisons with rates charged
by othér providers for the same type of service.”

(A XTOWHIYA YO GBd)
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titn:BLg Theorequirddsinformation $hallrcdnsistcdfeothe £6llowing:
Codpedlr caegh wo) [Fid 11w bas boud sidl) mo1) {dgisvo
BASIC SERVICES Lutaluia of diucns 936 tIqoIgds
ONE TIME
elganesl A af ybiedul sotA 220D duiVCHARGR:TO d i COST . PER
INSTALL i 01 iV MONTH

.é~wplét.Réteqseiv1Ceaoiazsqtcmqnﬁhly rated lcgolseosr 11 .1 §
“oforsanlimitedrlocal-éalling/ ‘withinratol ybiadue od3
minimum of:12:mildsen Dodsossd sd [feids rcozodaud Jeidd

~Meadured Ratéiservice:>iAiredudeédlo ooiig $dJ 11 .5 $__
monthlyzratéfplud peryminlite chargeésoos =ii wofad
.i:foforzeach=local callyaboveracninimumonst wobivoiyg

$3.00 allowance.
at bfozsx y1iliosl 1o soivioz 93 lo soixq odt 11
.« UniversalsLifelinesTelephoné:Sexvicetozed todyen
.+ ~Subsidizedpilow-pricedcdérvicewforisino sdd nordd
“irqualifyingilimitedoincomércustomers., rozu-bio 2:)
“oiwana [eidnebhines otesd od3 Jedld bsbivoilg ybiasdua
2Py 4RPlat Rate-UniveérsalrlLifélineys i1s bhot§iq el $

Unlimited local callingoizef~ 0D od3 yd Jan

-Measured Rate Universal Lifeliieysd }MISTAMNIOHIL #UNI0e8OD .
Provides, at a minimum, 60 untimed
-1 eblocal dallsecLocal:callsiover-60sd o viobivowg {fA A
costoAie “centsréachsmuanod o naiirngolal piuivollol
dokidvw baes iooodeun [sitnobisey 2iopisd Jedd potdimrolni
s iPricevinformation isicurrentias-ofi(montlip date, :and.iyear).
yofdo rovl diRge dom od [[iw nobirotolal boviupor od7

sl ranccaisds piaivoilol od3 f2iv nolisssolial ealdaxitoa
SHIGUY mineoYifeD) oy vd bBocbupor 2t noldensoint paiwolfol
Pevagdn solst dilw anozitngeod wolls of golneirnod zoldllidy

“noivion 1o cgyd oez odd 1o} syabivoiq rorido yd

(RND OF APPRNDIX A)
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ATTACHMENT A

Calaveras Telephone Company
California-Oregon Telephone Co., _
Citizens Utilities Company of California
contel of California, Inc.

CP National

Ducor Telephone Company,

Evans Telephone Company
Foresthill Telephone Co.
GTE California Incorporated
GTE West Coast Incorporated
Happy Valley Telephoné Company
Hornitos Telephoneé Company
Kerman Telephone Company
Pacific Bell

Pinnacles Telephone Company
The Ponderosa Telephone Co.
Roseville Telephone Company
Sierra Telephone Company, Inc.
Siskiyou Telephone Company
Tuolumne Telephone Company
The Volcano Teléphone Company
Winterhaven Telephone Co.

(END OF ATTACHMENT A)




