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OPINION

Summary
By this order we conclude our investigation into the statewide expansion

of the public policy pay telephone (payphone) and payphone enforcement
progrants. However, we defer to a Sttbseqttentt order the bidding process to be
utilized for installing aﬁd maintaining public policy payphones The public
ohcy payphone program provides payphones to the general publlc in the
mterest of pubhc health, safety, and welfare at no charge at locations where there
would otherwise notbea payphone “The enforcement program works to ensure
: that payphone consumer safeguard tariffs are being followed.
~ The major changes to the pubhc pohcy and enforcement programs adopted -
in thls order consist of:
e A statewide eXpanswn of the pubhc pohcy and enforcement programs
¢ Public policy program crltena changes which require:
a. Locations designated asan emergency gathering place

_ b. Locations where residents cannot individually subscribe to
telephone service because of unavailability of facilities.

¢. No other payphone located within 50 yards.
¢ A uniform public policy payphone funding procedure.

¢ A $0.10 uniform enforcement program surcharge rate.

Backgrotmd
- The Federal Communications Commission (FCC) deregulated payphones,

effective April 15, 1997, to promote competition among Payphone Service
Providers (PSPs) and to éncourage widespread deployment of pay'phone services
to the benefit of the general public, as required by Section 276 of the '
Telecommunications Act of 1996. The terms and conditions of this deregulation
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action are set forth in the FCC’s final rules in its investigation into Pay Telephone
Reclassification and Comperisétion Provisions of the Act (FCC Docket

No. 96-128, as adopted and released on September 20, 1996, and published in the
October 7, 1996 Federal Register Volume 61, pages 52307 through 52325),

The FCC, ¢onsistent with Section 276(6) (2) of the Act, éohsidered whether
public polfcy payphones should be maintained and, if so, how to ensure that
such payphones are -supported fairly and equita’bly' The FCC concluded that
there is a need to ensure the maintenance of publie pohcy payphones in locatlohs
| 'wherc, as a result of COmpetlllon and the elimination of subs:dies which helped
- tosupport such payphones in the past, there might not otherwise be a payphone

~ Although the FCC adopted specific gutdehnes to ensure that these payphones are
) funded falrly and equltably, it left the primary responsnblhty for admlmstermg
'and fundmg such payphones to the mdmdual states.
The FCC, in furtherance of its statutory responStblhty under
| Sechon 276(b)(2) of the Act, requnres each state to review whether the state has
» adequately provided for pubhc policy payphones in a manner consxstent with
FCC Docket No. 96-128. 1t also requires each state to evaluate whether it needs to
take any measures to ensure that payphones serving important public interests
will continue to exist in light of the elimination of subsidies and other
competitive provisions, pursuant to Section 276 of the Act.
California has had a public policy payphone prograntin place since 1990,
pursuant to Decision (D) 90-06-018 (36 CPUC 2d 446 at 461 (1990)). However,
this program ex:sts only in the'service territories of I’acuﬂc Bell (Pacific) and GTB
Califorma, Incmpomted (GTEC)

- Rulemaking _ . .
- Given our desire to encourage as many parties as possnb!é to parhcnpate in

the restructuring of California’s public policy payphone program, the

-3-
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Commission’s Telecommunications Division {TD) held a November 12, 1997
public meeting to review and address the FCC’s public interest payphone
guidelines set forth in Docket No. 96-128 for the purpose'of frecommending
revised procedures for the deployment and funding of a California statewide -
public policy payphone progrém. All Jocal exchange carriers (LECs), competitive
local exchange carriers (CLCs), PSPs, and a number of consumer organizations
were invited to attend the public meeting. This public nieeting resulted in the TD
preparing a summary of the current ‘public'policy payphone program and
identifying program issues and changes to be addressed in a rulemakmg

prOceedmg _
Upon careful review and cOn51derahon of TD s summary, we opened this

o rulemaknng to reassess the Commission’s publlc policy payphone program-
'through public participation workshops and the receipt of comments and reply
comments, TD’s summary of the current public policy payphone program,
issues and proposed changes wa_s attached to the rulemaking as Appendix A. All
LECs and CLCs were named respondents to this rtnlemaking.

'Categorlzaﬂon
 Pursuant to Rule 6(C)(2) of the Commission’s Rules of Practice and

Procedure (Rule), we preliminarily determined the categorization of this
rulemaking to be "quasi-legislafivo," as that term is defined in Rule 5(d) to
include proceedingo that establish policy or rules affecting a class of regulated
entities, including those proceedings in which the Commission investigates rates
ot practices'for an enﬁrc'i‘ég'ulated industry or class of entities within the
mdustry This preliminary categonzation was affirmed by a ]une 11,1998
Scoping Memo and Assngned Conunlssioner $ Rulmg

Subsequently, on June 22, 1998, the California Payphcme Association
(Association) appealed the quasi-legislative categorization of this procceding and |

-4-
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requested that the category be cha nged to ratesetting. By D.98-07-035, dated
July 2, 1998, we considered and rejected the Association’s categorization appoal

The final categorization of this proceeding is quasi- legrslahve

Publi¢ Particlpation Workshbps
TD held a total of four public pa rtlapatlon workshops throughout the state

to obtain comments from the public on the current program and issues raised by
the rulemaking. These workshops were held in Redding, San Francrsco 7
Huntmgton Beach, and’ Fresno on june 22 23,25,and 29, 1998, respechvely No
formal hearmgs were held in this prOCeedmg (Rule 8(f)(2))

Pursuant to Ordermg Paragraph 9 of the Rulemakmg, TD submitted a
 July 30, 1998 compliance report summarizing the results of the public
parttcrpahon workshops. A total of 16 representatives from the CLCs and PSPs
attéhded thé'\.’vork'shops; However, no ohe from the géneral publicor a o
consumer group attended any of the workshops. Those interested parties that

did attend the workshops agrec that changes should be made to the current

public policy payphone program. |

All interested parties to the Rulemaking were provided an opportunity to
comment on TD's compliance report summarizing the résults of the public
participation workshops. However, only one party, the Association, chose to
comment on the compliance report. The Association acknowledged the accuracy
of TD's compliance report and emphasized thai there has been little or no
" concern from the public at large or from representatives of consumer or local
government interests, the Association also asserted that the bidding process must
be fair, and that funding for the public policy payphone and enforcement
 programs should be closely scrutinized.
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Comments
LECs, CLCs, and interested parties were invited to comment on the current

pubhc policy payphone criteria attached to the Rulemakmg as Appendix A, and
to suggest changes to the Cnterra Comments and reply comments were filed by
GTEC, Pacific, Office of Ratepayer Advocates (ORA), and a group of six small

e independent LECs (group of small' LECs). The group df small LECs consisted of
Calaveras Telephone Company, Cal- Ore Telephone Co.,  Ducor TelephOne '
Company, Foresthlll Te!ephone Co., the Ponderosa Telephone Co., and Sierra

Telephone Company, Inc. Comments were also filed by the AssOc:atlon
“The projected submlttal date for this proeeeding was ]uly 30, 1998,
pursuant to the A551gned Cominissioner’s ]une 11,1998 Sw:opmg Memo.
| Hosve;'er, because TD was granted an extenslon of time to submit its publtc
pa'rlicipantw'()rks'hop repcsrt ' the projected submittal date was extend’ed' to
August 10, 1998 50 parhes could comment on the public parhcnpant wOrkshop

report .
The comments and reply comments generated similar concerns to the
interest expressed in the wc)rks‘h'ops and summarized in TD’s workshop
compliance report. The four areas that generated the most discussion in the
workshops and comments were the need to continue the prOgram, biddmg

process, enforcement program, and funding.
Program Need

W0rksh0p particnpa nts from Pacific raised the issue of whether a California
public policy payphone program fs needed given that several other states |
includmg Missouri and North Carolina have determined that there is no need for

' Granted by a]uly 20, 1998 Executive Director letter pursuant to a Rule 48 request for -
an exterision of tinie.
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such a program. This question of need is atiributable to the decreasing number

of existing public pohcy payphones and FCC Orders implementing Section 276 of

the Telecommunicahon Actof 1996.

As e)(plamed in Pacmc s comments, the 1988 combined list of potential
publi¢ policy payphone locations, exéeedmg 67 000 payphones, was reduced to -
22, 000 in 1989, and further reduCed tol 975 i in 1993. Today, Pacific’s deregulated

o busmess umt, Public Communications, has only about 300 public policy

payphones out of a total 140 000 Payphbnes Pac:ﬁc believes that this dramatic
decrease in public policy payphones is attnbutable to the increase in the number
of independent I’SPs, from 29,000 in 1988 to over 58,000 today, and the increase

~ in the number of payphones under contract to PSPs

| Pacaflc also belle\'es that the reduchon in the number and need for public
pollcy payph(mes is attributable to FCC Orders 1mplementmg Section 276 which
reqmre PSPs to receive fair compensahon for cach and every completed call. For
example, with the concurrence of the location provnder, usually under contract,a
I’SI’ will place a payphone so long as there is sufficient end use demand for
service. If ‘usa'gef is high enough, the PSP will pay a commission to the location
provider. Alternatively, if usage is low, the PSP may place a payphone but not
pay a commissi_dn to the location provider. In those locations where PSPs do not
place payphones, the location providers can obtain service by combining high
and low usage locations under contract or by agreeing to pay a monthly fee to the
PSP for the provision of payphohe service. Pacific believes that this fair
coh\pénsatloh requircme'nt’should ensure the continued growth of the
~competitive marketp]ace for payphones wnthout requiring public policy .

. payphones ' _ '
~ Pacific recommeénds that Cahforma s publlc policy payphone program and
its monthly $1.50 payphone line surcharge used to support this program and
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other payphone-related programs, such as the enforcement program, be

climinated. In those instances where there is a need to place a public policy
payphone, the associated costs should be borne by the Local government bearing

the responsibility for ensuring the health, safety, and welfare of the general

public. , V
GTEC also opposes continuation of the public policy program let alone a - |
statewide expansion. It believes that the marketplace can serve any perceived
need; several states, including N()rth Carolina, Indiana, MisSouri, Oklah()ma, |
Oregon, Idaho, ancl Iowa, have determmed that there is no need to establish a
public policy payphone program; not a smgle member of the general publlc, ‘
public entity, or consumer organization art;cul_ated aneed for public
participation payphones in California, let alone atten‘ded‘,'any of the California
public"parﬁcipation hearings; most of GTEC’s publi¢ policy payphones prior to
deregulation of the payphone industey now earn sufficient revenue to péy their
own way or can be converted to semi-public payphoné contracts; and, public
policy payphones are subject to competition from other modes of
telecommunications serWCes, suchas cellular, PCS wireless te]ephone service,
and Lifeline residential service.

GTEC does not believe that the needs of any location will go unfulfilled by
California’s vigorous and competitive market. This is because most payphdnes
are covered by some form of contract between the location agent and the PSP,
which commonly provide for compensation to the location agent, except for some
uneconomical locations where a PSP charges a relatively modest semi-public
phone fee. Moreover, there is a sizeable industry specializing in providing
consulting expertise to location agents on how to get the best deal from PSPs at
their locations. GTEC recommends that a trial penod be established to allow.

market forces to act without the existence of any public policy payphones.
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Several workshop participants that concur with Pacific’s and GTEC’s
concern about continuing the public pohcy payphone program haveé suggested
program alternatives. These alternatives include requiring public pohcy
payphones to be included in all paypﬁone placement contracts, letting the market
detérmine the need, and replacing public policy payphoﬁes with semi-public -
payphones. _ | |

ORA also queshons the need to continue subsrd:zmg the public pohcy

péyphone program at the current level, or atall, in light of regulatory changes

- since the program was enacted. For example, the 1990 revenue criteria used by

the LECs to determine what constitutes an ‘uneéonomic payph(me‘ were the coins
in the box plus the $9. 20 messa ge toll service surcharge As of October 7,1997,
prices tor local coin ¢alls and IntraLATA Du'ectory Assistance became market
based. That s, pubhc polrc;y payphone operators are free to charge market rates -
. as envisioned in the Telecommunications Act of 1996. ,

'ORA believes that the curfent higher payphone charges, ranging from
$0.35 to $0.50 cents or more per call, t‘oupledwilh additional income from
previously “free” services such as “O” and “800" calls, may be high enough to
generate a profit without the need for additional subsidy. ORA also believes that
technological advancement may have decreased the need to continue the
prograr‘o'and that alternative telecommunications services, such as cellular
phones and pagers, may serve as substitutes for public policy payphones.

Comments from the group of smalt LECs favor an expansion of the public

policy payphone program on 4 statewide basis. This is because they believe that -

: Semi- public payphones are payph()nes installed at the request of the properly owner
and for which the property owner does not receive any commissions.
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payphone competition in rural areas does not provide for the appropriate
placement of public policy payphones.

Similar to the group of small LECs, the Association supports the existing
public policy payphone criteria as supplemented by the additional criteria
proposed in Appendix A to the Rulemaking. However, it believes that very few,
if any, payphone locations will continue to meet the criteria for subsidization.
This is because of the increases that have o¢curred in rates charged for local coin |
calls and future ¢ompensation for nearly all noh-c’bin calls. Hence, many of the
payphone locations that were formerly uneconomical to serve are becoming
profitable locations.
| Although the public Policy payphone pto_gram cuffently exists only within
Pacific’s and GTEC’s servicé tcrritofiés, the small LECs have been able to 1
voluntarily participate in this pngram'sixfce June 1990, pursuant to Article |
V(H)(4)(c) of the Appendix A settlement agreement to D.90-06-018 That
decision resulted from our investigation (1.88-03-029, dated June 13, 1988) into the
operations, practices, and regulation of customer-owned .p'ayphone service,
Pursuant to a negotiated settlement agreeﬁient in that proéeediﬁ"g, the small LECs
may participate in the public policy payphone program by submitting an advice
~ letter describing their payphone operations which fit the Comunission’s public
policy payphone ¢riteria and incorporating a tariff setting forth a public policy
payphone surcharge increment in their payphoﬁé acc¢ess line charge. However, it
was not until the FCC issued its 6rder deregulating payphone s,efvice last year
that the funding of pubiic policy payphoheé in small LEC arcas became an issue.

Before then, all payphones, regardless of whether ornot they would be

* With the exception of Sferra Telébhbn_o, Ine. thé gfqup ‘ovf_émﬂéi;l LECs paft_icip'ated as
interested parties in 1.88-04-029 which resulted in the issuance of .90-06-018.
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considered publrc policy payphones, were 1ncluded in the rate bases of the small
L ECs, enabling the small LECs to recover all cost of providing service to public
' policy payphones Because small LECs do not participate in the current public
- policy payphone prOgram, it {s not known how many locatrons, if any, wathm the
“small LECs service areas qualnt’y for the pubhc polrey payphone program.
| “The evrdence preSented in thts proceedmg supports the majority of parties’
‘ ontentrons that the need for public polrcy payphones has substanhally
| 'drmmiqhed smCe the FCC preempted state authorrty over payphones in 1990
mcreased the mammum charge of $0.20° up 6 $0.50 or more per call, and
authorrzed addrhonal charges on prevrously free serwces to generate a profrt
ﬁwrthout the need for addltional Subsldy Technologrcal changes such as cellular
) phones and pagers have further reduced this need. However, no party
- attempled to exp]am how a person wrth a pager stranded in a remote area and
: needmg publi¢ assrstance could access basic publrc health safety, or welfare
_ assistance, - _ R
‘There is 1o drsPute among the ma;orrty of parhes comrnenhng that the
‘public policy payphone program should remain small and dlmnmsh further in
- yearsto come. This position is amply suppo:ted by Pacific’s comments
explalnmg that the number of payphones qualifying for the publie policy
- program has been reduced substanhally from a potentlal list of more than 67,000 |
in 1990 to 300 of Pacific’s payphones
The publle pollcy payphone program is not intended to be a perpetual
program. To this end we c0ncur with the parties’ proposals and encourage the
- parties, to the eXtent possrble to replaCe the public policy payphones with
alternative services, thereby reducmg the neecl for this program Wealso expect
that the need for thls prOgram will subslde However, this reduction in the

number of public policy payphones, growth in alternative services, and changes
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to the program criteria, as addressed in the subsequent criteria discussion, being
adopted in this order does not guarantee that telephone service necessary for the
public health, safety, and welfare will continue to be made available at the
current and future unprofitable Ioéations. » |

Partics have not substantiated that telephone service will continue to be
available at unprofitable locations to satisfy public health, safety, and welfare
needs. Nor have they coﬁvinced us that the marketplace will replace the existing
public policypéyphones or fulfill the public policy objective in public health,
safety, and welfare. Hence, the public policy program should continueon a
statewide basis as long as there is a public health, séfety, and welfare niced to
provide i)ayph_on_es at specifié_locatidns which cannot support alternative
payphone service. This statewide expansion of the public policy program is
‘ cohsistent with the FCCfs requirement that necessary measures be taken to
ensure tha( payphones serving important public interests will continue to exist in
light of the elimina_tioh of subsidies and other competitive provisions, pursuant
to Section 276 of the Act.

Criterla
The current public policy payphone criteria require an entity or property

owner with a payphone to not have a contract for compensation from a PSP, not
have other payphones located at the same address, not compensate the station
agent on whose propérty the payphone is located provide unrestricted public
access to the payphone, have signs posted outside and inside the location by the

station agent directing the public to the payphone, and meet one of the following

conditions: B
a. Location must be designated as an emergency aid gathering place.

b. Location is where residents cannot individually subscribe because of -
the unavailability of facilities for access.




R.98-05-031 COM/RB1/tcg*

c. No other payphone is located within 50 yards.

A " The TD has proposed expanding this public¢ policy payphone criteria to

. include need baséd on public service, health, and safety; payphone profitability

based on all revenue sources including interconnection fee arrangements and call

termination; seasonal businesses considered based on revenue annualized to |

determine profitability, and, exclusion of all private clubs. -

7 Although parties in favor of expandmg the pubhc pol:cy payphone
program concur with the current criteria and TD's proposed additions, the group

of small LECs seek to exempt governmental eéntities from the requirement that

~ public policy payphones not be permitted if an entity has a contract for

compensation from a PSP. The group of small LECs explain that under the
cuu‘ent rules, a rural county wnth one high volume locahon atits county building |
recmvmg PSP commissions, and with four potenhal pubhc policy payphone
locations within its ]unsdlctlon, would have to recoup enough revenue from its
one commisston paying location to fund its four potential locations. The small
LECs recognize that the cou nty could forego the revenue opportunity from its
high volunie location to ensure that it receives funding for the publi¢ policy
payphone locations within its boundaries. However, under either scenario, the
county loses revenue to support a program that the group of small LECs believe
benefits all California residents, not just the county’s residents,

On the other side of this pr0posed criteria change, Pacific believes that
“local governments should bear the responsibility for ensuring the health, safety,
and wélfare of the general public. Hence, local government agencies requesting
the placement of public policy payphones should act as location providers and
enter into contracts with PSPs for the provision of such service.

‘Since the passage of the Tclocoﬁﬁmunich_tioﬁé Act of 1996, contracts to

provide payphones within government jurisdictions have become highly sought

-13-
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after by the PSPs and are frequently subject to a formal bidding process. As
explained by Pacific, governmental agencies can leverage the marketplace to
require the placement of payphones at most locations where they are needed. In
other instances, s’cnii-public‘ payphones may be used.

The public policy program should be the last resort for obtaining telephone

service at locations which are needed for public health, safety, and welfare. The

requirement which precludes entities, government or otherwise, from having a

public policy payphone if it has a contract for compensation from a PSP,
preci'udes an entity from using the progran to increase its own profitability.
Absent this restriction, entities might c‘onira:lc't out only high volume payphone
locations to receiver higher chissioﬁs and obtain public’ policy payphone
service for its lower vélume locations. The g’rotnp of small LECs’ proposal to
exempt government entities should be denied. |

We ad0pt the public policy program guldelines and changes proposed by
TD, as found in Appendix A to this order.

Nomination Process ‘
The group of small LECs are also concerned that Appendix A to the

Rulemaking does not specify a prOCCSS for nommatmg a potential location for
installation of a publlc policy payphone. To ensure that those individuals most
aware of potential safety problems in a particular area will have the opportunity
to provide their views to the Commission, the group of small LECs want a
process established for nominating potcntial public policy payphone locations.
Accordmgly, the group of small LECs recommend that an approval process be
established whereby any meinber of lhe public may nominate a public policy .
payphone location to a commnttee ‘The comilttee would then have the
responsibility for determming whether the location owner would allow

placement of the public policy payphone.

-14 -
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ORA opposes the creation of a new committee to implement any changes

to the public policy payphone program because the creation of a new committee

would complicate the Commission’s ongoing review of the organizational
structure of advisory boards and committees that it has created, as addressed in
D.97-12-014. _

ORA recommends that the taskof réviéwing the public policy payphone
nominations continue to be pegfo:méd by a panel COnsisting of ORA, Consumer
Services Division, and a representative from either Pacific or GTEC or a PSP.

* Although not expressly identified in the Public Policy Payphone
Guldelmes attached to the Rulemakmg as Appendix A, such an approval process
was estabhshed as part of the D.90-06-018 settlement agreenient. By this °
agreement, a publi¢ policy payphone committee was estabhshed consisting of
three votmg members and a Commission staff member (nonvotmg except in
cases of a tie vote) appointed by the Executive Director. The voting members
_eonsisted of one representative each from a private payphone operator, a
member from the Association, and a consumer group representative selected by -
TD (formerly the Commission Advisory and Compliance Division) and approved
by the Executive Director.

~ Currently, the public policy payphone applications are reviewed by a
panel comprised of Pacific, GTEC, and the ORA, as explained in Appendix A to
the Rulemaking. With the existence of a process to nominate and review
applications for public policy payphones, the group of smatl LECs’ request to
establisha publi¢ policy payphone nomination process is moot.

Bldding Process
Interested parties have commented on the need to establlsh a commlltee to -

gcn‘erate Requests for Proposals for the installation and maintenance of public
policy payphones and to establish a fair bidding process. Although we have

-15-
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carefully reviewed and considered the interested parties comments, we are not
yet ready to resolve this issue. Hence, we defer resolving the bidding process
isstte to a subsequent order in this proceeding.
Enforcement Program
Pursuant to a settlement agreement approved by D.90-06-018, an

enforcement program was established to ensure that payphone consumer
safeguards set forth in the tariffs for the service territories of Pacific and GTEC
are being followed. These consumer Safegu ards included signage r'équire'm‘ents,
rate caps for intraLocal Access and Tfanspo‘rt Areéa (intralLATA), interLocal
Access and Transport Area (interLATA), and directOry assistance calls within
California. Compliance with these consumer safeguards is enforced by actual
inspections of the payphones and by advising Pacific and GTEC to disconnect
those payphones not in compliance with their respective tariffs.

~ Subsequent to the enactment of the Telecommunications Act of 1996 and of

| _ implementing orders in FCC Docket No. 96-128, all LECs, including the smaller
LECs, implemented new arrangements whereby their payphone operations

subscribe to the same obligations that apply to independent PSPs. Accordingly,
the PSP Enforcement Committee submitted a Charter for Commission approval

which, anong other matters, redefined its goals to include these new
arrangemehts. The PSP Committee Charter was approved and adopted by
Resolution T-16181, dated September 17, 1998. The Committee’s redefined goals
consist of educating PSPs on the rules and regulations established by the
Commission so that PSPs can compIy with these requirements; recommending
enforcement of Commission established rules and regulations set forth in the
~_telephone utilities tariffs and as directed bj.' Commiission orders; and, educating -
consumers on matters related to payphone services. Apart from these added

goals, the functions of the Enforcement Committee do not change.
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With the implementation of new arrangements wh’ereby LECs payphone
operatlons subscnbe to the same obhgahons that apply to independent PSPs and
the issuance of this rulemakmg, the workshop partlcnpants, mcluding a group of .
small LECs, supp0rt an eXpanston of the payphone enforcement programon a |
statewide basis. ORA nota xvorkshop participant, also supports a statewrde
“expansion of the enforcement program, as addressed in its comments to the -
Rulemakmg * o L o ,
| In the mterest of enhancmg consumer payphéne safeguards and wrth no -

,Oppomtu‘m to this issue, the enfomement progr‘am should be exPanded statew:de.ﬁ"‘ g

The PSP Enforcement Comnuttee should amend its Charter, as necessary, to

o reflect ttus change toa statewrde enforcement program The LECs and CLCs

: “prowdmg service to payphone fines should submrt a tanff 1mplementmg the

$0. 10 enforcement program surcharge rate wuhm 60 days after the effectl\'e date

of thts Order

‘ Program Funding : : -
‘Both the pubhc policy payphone and enforcement programs are funded

o through a portion of the monthly surcharge rate applied on the payphone aécess

lines within Pacific and GTEC service territories. _Pacrfre s and GTEC’s current
sur‘charge rate for funding the public policy payphone program is $0.086 and

$0. 230, respectively. Pacific’s and GTEC’s sutcharge rate for funding the

" enforcement program prior to November 2, 1998 is $0.668 and $0.780 per
payphone ling, respectively. Subsequently, by Resolution T-16181, dated -
A _September 17, 1998, the utilities’ enfOrcemen__t program surcharge rates will be
reduced downward to a uniform $0.10 pér payphone line, effective Novernber 2, |
-1998.
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Public Policy Program
TD recommends that funding for the public policy payphone program be

changed from the surcharge applicable to each payphone line to a portion of the
Universal Lifeline Telephone Service (ULTS) surcharge. To ensure a smooth
transition, TD recommends that the current ULTS funding level remain in effect
until Decemiber 31, 1998 and that a new funding surcharge rate be established on
January 1, 1999, or as otherwise determined by the Commission.

The workshop participants do not believe that the program should be
funded through the ULTS surcharge, as suggested in the Rulemaking. Such
participants believe that the statutory language creating the ULTS prohibits such
- funds from being uséd for the public policy program.

The Association ¢oncurs with the prdposal to fund the public¢ policy

payphone program through the ULTS surcharge. However, if the statutory basis
for ULTS funding precludes such funds to be used for the public policy
payphone program, it recommends either that the California High Cost Fund
(CHCEF) or California Teleconnect Fund be used as an alternative funding source
for the public policy payphone program. The CHCF-A is comprised of revenues
collected by telephone corporations in rates authorized by the Commission to
fund transfer payments to small independent telephone ¢orporations providing
locat exchange services in high-cost rural and small metropolitan areas in
California in order to create fair and equitable local rate structures, as provided
for in Public Utilities (PU) Code § 739.3. The CHCF-B is also comprised of
revenues collected by telephone corporations, as authorized by the Commission,
to provide transfer payments to telephone corporations providing local exchange
services in high-cost areas, as pro'vide"d for in PU Code § 739.3.- California
“Teleconnect Fund is comprised of reverniues collected by telephone corporations

in rates to provide discounted rates to qualifying schools, libraries, hospitals,
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health clinics, and communily organizations as provided for by Chapter 278 of
the Statutes of 1994.

Both Pacific and GTEC recommend that funding for the public policy
program be discontinued. However, if the program is formalized and expanded

at this time or some later time, GTEC recommends that it be funded through a

broad based, publi¢ service fund.

ORA concludes from its reading of Pacific’s and GTEC’s comments that the
collection of a surchéfge in ’Pa‘c_ifi.c"s and GTEC’s service territories is no longer -
necessary to suppdrt the existence of public policy payphones in those territories.
However, if the program is expanded statewide, ORA recommends that the need
and magﬁit_ude of a surcharge for the small independent LECs service areas not
“be determined until an audit is completed, as addressed in its comments.

ORA also opposes changing the funding oBligation for public policy -
payphoh'es' from p'ayphone providers to ratepayers through a'ratepayér
surcharge because it is contrary to the D.90-06-018 settlement agreement, of
which ORA was a signatory. Irrespective of that, ORA believes that any use of
ULTS fund for public policy payphones would be an improper use of the ULTS
surcharge and contrary to PU Code § 879 which requires telephone corporations
providing lifeline service to apply the funding requirement in the form of 4
surcharge to service rates which may be separately identified on the bills of
customers using those services.

The PSPs, Association, Pacific, GTEC, and ORA, as signatori¢s to the
D.90-08-018 settlement agreement have committed that the public telephone
sector, as opposed to the general body of ratepayers or other source of funding,
shall bear the burden of paying for the losses incurred through the placement
‘and operat:on of publi¢ policy payphones; pursuant to Article V, Section C(5) of
the Settlement Agreenient. No parly has explained or justified why funding the
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public policy program through a payphone line surcharge established as part of a
settiement agreement should be changed to a broad based public service funding
method. Hence, the public policy program should continue to be funded froma
payphone line surcharge, However, at what rate?

We know that Pacific has approximately 300 payphones and that GTEC,
has an unspecified number of payphones in the p’ublib policy program. We also
know that the remaining LECs and CLCs do not have any of their payphones in
the program because they have yet to participate. If the group of sméll LECs
believe that they have pa‘yphone 'lbcatio'n's qualifying for the program, then they
~ should submit the appropriate application for review and approval. As

~ confirmed by ORA, the magmtude of the payphone line surcharge rate cannot be
"determined until more information is known, e.g.; the number of payphones in
~ the program, amount of revenues needed to cover instatlation and operation -
costs, and number of statewide payphone lines. |
Given that there are payphones currently in the program, the current

surcharge rates should continue on a temporary basis. Hence, Pacific and GTEC

should continue with their currently authorized payphone line surcharge.

To assist in establishing a uniform surcharge rate, Pacific and GTEC should
submit to TD no later than May 28, 1999 a reconciliation of their payphone line
surcharges collected and expended, and identify the amount of any surplus or

deficit as of March 31,1999. TD should use this information and obtain any
additional information it may nieed from Pacific, GTEC, and other LECs and
CLCs to prepare a resolution recommending a uniform payphone surcharge rate.
Pacific’s and GTEC's current s&t;chérgé rates shall continue until a uniform
surcharge rate is adopted by the Commission or by other Commission action.
Upon the change of funding with a uniform surcharge, TD should submit a
budget augmentation for expansion of the public policy payphone program to

-20 -




R.98-05-031 COM/RB1/tcg*

the 1999 PSP Enforcement Program budget. LECs, CLCs, and other entities
having payphones in the pub]ic policy program should certify to TD's Director at

the end of each calendar year that each of its payphones in the program meets the

necessary crltena

_ Enforcement Program
The enforcement prOgram is currently funded bya dnstmctly separate

monthly surcharge on each payphone line wnthin Pacific’s and GTEC's service
| terutory TD recommends that funding for the statewxde enf0rcement prograrn
be based on an equal surcharge on all payphone lines i in plaCe of the different
surcharge levels currently uSed for Pacifi¢ and GTEC and that the surcharge be
| '\elnmlnated unhl the surplus of funds totalmg approxmately $2 million is used.
| ConCerns regardmg thé $2 million surplus in the enforcement program
fund and the dispropc:rtlonate fundmg of the program by Pacific and GTEC were
also raised by the parties in favor of the statewnde expansion of the enforcement
»program . ’
The Assoclation recomh\ends that the enfor¢ement program surcharge be
set at zero uniil the current surplus of approximately $2 million is exhausted and
further revenues for the program are néeded, which the Association does not
expect to occur until sometime after the year 2000.

However, the PSP Enforcement Committee has prop'osed to use the
surplus‘ funds and to reduce Pacific’s and GTEC’s monthly surcharge rate to a
uniform $0.10 rate per payphone line as part of its 1998 budget request.

o Resolution T-16181, dated Septén\ber’l?, 1998, a’pproved a uniform enforcement
B .program'surcha’rge rate of $0.10 per payphohe line to become effective on

v Novémber 2,1998 and contmue thrOugh Décember 31,1999, The resolution also
requnres the PSP Enforcement Committee to submit a new budget and surcharge
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rate no later than August 31, 1999 to be applicable for the year 2000 and beyond.
Hence, the enforcenient program surplus and surcharge rate concern is moot.

The uniform $0.10 monthly surcharge rate applicable to each payphone
line service of Pacific’s and GTEC’s should be consistent throu ghout the state.
Hence, all LECs and CLCs providing intrastate payphone line -_ser‘vice should be
subjec't to the sa me'enforcemenf program surcharge rate. Those LECs and CLCs
providing payphone access line service should submit an advice letter to TD
within 60 days after the effective date of this order imiplementing the $0.10
surcharge rate set forth in Resolution T-16181 for Pacific and G’I'EC

The PSP Enfor¢ement Coh_‘n’nitteé should request a budget augmentation to
its pending 1999 budget to fund the statewide expansion of the enforcement
program. The PSP Enforcement Comnnttee should submit areport to the TD
summanzmg the actual payphone line surcharge revenues received and actual
cost incurred due to the statewide expansion of the enforcement program as part
of its next budget and/or surcharge rate due Augisét 31,1999. Any surplus or
deficit due to the statewide éxbansion of the program should be utiliied in

recommending a new surcharge rate due August 31, 1999._ However, any

proposed change to the surcharge rate should be applicable on a statewide basis.

Section 311 Comments .
The Assigned Commissioner’s proposed deécision on this matter was filed

with the Docket Office and mailed to all parties of record on October 6, 1998,
pursuant to Section 311 of the PU Code. Comments to the Assigned
Commissioner’s proposed decision was timely recewed from GTEC, Pacific Bell,
group of small LECs, ORA, and the Association. ) |
Rule 77.3 of the Commission’s Rules of Practice and Procedure speci ficallj‘ :
requires Section 311 comments to focus on factual, legal, or technical errors in the

Proposed Decision and in citing such errors requires the party to make specific
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references to the record. Comments which merely reargue positions taken in
briefs accord no i?éighl and are not to be filéd. New factual information,
untested by cross-examination, must not be ihdu'ded in comments and must not
be relied on as the basis for assertions made in post publication comments.

Rule 774 teqﬁires comments proposing specffic changes to the Proposed
Decision to include supporting findings of fact and conclusions of law.

The comme-nis‘:filed by the parties to this prvoceédin'g have been carefully
 reviewed and considered. To the extent that such comments ‘required discussion
or changés to the Proposed Decision, the'diScdSsioﬁ or changes have been
| incorporated into the body of this order. Comments which have not complied

with Rule 77.3 were nOt considered.

| _ Flndings ot Fact _
1. The FCC left the primary responmbﬂtty for admmlstermg and fundmg

pubhc policy payp‘\ones to the individual states.

2. The FCC requires each state to review whether the state has adequately
provided for public policy payphones in a manner consistent with FCC Docket
No. 96-128. |

3. The FCC requires each state to evaluate whether it needs to take any
measures to enstire that payphones serving important public interests will

continue to exist.

4. A public policy payphone program has existed in Pacific’s and GTEC’s

service territories since 1990,
5. This rulemaking was opened to reassess the public policy payphone
- program through public participation workshops and from comments and reply
- comments from interested parties. '
6. All LECs and CLCs have been named réspondents to this rulemaking.
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7. The final categorization of this proceeding is quasi-legislative as defined in
Rule 5(d) of the Commission’s Rule; no formal hearings were held in this
proceeding. |

8. A July 30, 1998 compliance report summarizes the resulis of the public
participation workshops.

9. Interested parties atte'nding the public participation workshops concur that
changes should be made to the current public policy program.

10. The 1988 combined list of potential pubhc pohcy payphone locations
exceedmg 67,000 payphones was reduced to 22,000 in 1989, and further reduced
to 1,975 in 1993, ‘ , |
A B I’aaﬁc s deregulated business unit currently has only 300 public policy
o payphones out of a total of 140,000 payphones. |
- 12, APSPwill placea payphone so long as there is sufficient end-use demand
for serwce

13. Most payphones are covered by some form of contract between the
lo¢ation agent and the PSP, _

14. Pubhc policy payphones are free to charge market rates.

15, The small LECs have been able to voluntarily participate in the public
policy payphone program since June 1990.

16. Parties have not substantiated that telephone service will continue to be
available at unprofitably locations to satisfy public health, safety, and welfare
should the public policy payphone program be discontinued.

17. There is no dispute among the parties that the public policy payphone
program should remain sniall and diminish further in years to come,

- 18. The pu'blic policy payphone program is not intended to be a perpetual

program.
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19. The statewide expansion of the public policy payphone program is
consistent with the FCC’s requirement to ensure that payphones serving
important public interest will continue to exist. |

20. A process for nominating potential locations f0r the installation of public
policy payphones was established as part of the D.90-06-018 settlement
agreement.

21. The PSP Enforcement Comunittee Charter was approved by Resolution
T-16181. | E

22. A payphone enfor¢ement program was éstablished to ensure that
payphone consumer safeguards are being followed.

23. The psp Enforcement Committee manages the current payphOne L

enforcement program. | .
“24. None of the small LECs are currently participating in the enforcement

program.
25. Thereis no opposmon to expanding the enforcement program statew:de

26. The public policy payphone and enforcement programs are funded -
through a portion of the monthly surcharge rate applied on the payphone access
lines within Pacific’s and GTEC's service territories. ‘

27. The statutory language creating the ULTS prohibits such funds from
being used for the public policy program.

28. The PSPs, Association, Pacific, GTEC, and ORA, as signatories to the
D.90-06-018 settlement agreement, have committed that the public telephone
sector shall bear the burden of paying for the 10sses incurred through the
| placement and operation of public policy payphones. ' '

29, The magnitude of the payphone lin_e surcharge rate for the éhfqrcemeht

. program ¢annot be determined until more information is known.
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30. A Resolution approved a uniform enforcement program $0.10 surcharge

rate per payphone line to beconie effective on November 2, 1998.

Conclusions of Law
1. The public policy payphone prograni should continue and be expanded on

a'stateivide basis as long as there is a need to provide payphones at specific
locations which caninot support alternative payphone service for the public

health, safety, and welfare.

. 2. The pub]ic pOllC)' payphcme program should be the last reson for obtammg

telephbne serwte at locations which are needed for public health, Safety, and
ud&m ‘ B

3. Government entities should not be exempted from meehng the publlc
' policy program eriteria. o |
4. The public policy program guidelines and changes set f0rth in Appendnx A
" to the Rulemaking should be adopted as the revised publie policy payphone
cntena |

5. The public policy payphone program tasks identified in this Order should
be delegated to a subcommittee of the PSP Enforcement Committee, |

6. The PSP EufOrcement Committee should amend its Charter, as needed, fo
reflect that the enforcement program is a statewide program.

7. The public policy payphone program should continue to be funded from a
payphone line surcharge

8. Paclfic and GTEC should provnde a reconciliation of their pubhc policy -
payphone line surcharges collected and expended and identify the amount of
any surplus or deficit as of March 31,1999 to TD no later than May 28 1999

9, TD should have access to the information provnded by the prmr o
Conclusion of Law and any necessary information from other LECs and CLCs to
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prepare a resolution recommending a uniform publi¢ policy program surcharge
rate, 7
10. Pacific and GTEC should continue wnh their pubhc policy payphone
surcharge rate until a uniform surcharge rate is adopted. _ A
) 11. AN LECs and CLCs provrdmg intrastate payphOne line service should be
subject to the same enforcement program surcharge rate as Pacnftc and GTEC -
12 The PSP Enforcement Con’muttee should submlt a report summanzmg
the actual payphone line surcharge revenues received and actual costincurred

 due to the statemde expansion of the enfOrcement prograrn as part ofits next -

budget and surcharge rate request. .
| 13 'Ihe PSP Enforcement Committee’s 1999 budget should be augmented to

fund the statewide expansion of the Payphone Enforcement program

OBDER

lT Is ORDERED that:

| 1. The pub]ic pohcy payphone prOgram shall be expanded statewrde as set
forth in the body of this order. '

2. The criteria for a payphone to be classified asa pubhc policy payphone
shall be revised as set forth in Appendnx A to this order.

3. The payphone enforcement program shall be expanded statewide

4. The Payphone Service Providers (PSP) EnforCement Commtttee shall
amend its Charter to indicate its responsnbllity to manage the statewrde
enforcement program, if necessary -

5. 'lhe publle policy payphone program shall contmue to be funded from a "
- payphone line surcharge as set forth in the body of thls order. o |
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6. Pacific Bell (Pacific) and GTE California, Incorporated’s (GTEC) public¢
poliéy payph(‘me program surcharge rates shall remain in effect until a uniform
surcharge rate i$ ad(")pled

7. All Local Exchange Carriers (LECs) and Compehtwe Local ExChange

| Carrrers (CLCs) provrdmg intrastate payphone line service shall be subject to the
- same $0 10 enfortement prOgram surcharge rate lhat is applicable to Pacific and

GTEC

8. All LECs and CLCs prowdmg mstrastate payphone lme service shall be
required to provrde the number of payphone lines in theit service temtOry ona
monthly basis, effechve Pebruary 1 1999, to lhe Psp bnfOrcement Program
| Manager. ' . | - : , c

10. The LECs, other than Pac;frc ancl GTEC, aﬁd CLCs shall submit an admée |
' letter ﬁlmg within 45 days’ to be effective 60 days after the effechve date of this 4

: _order lmp!ementmg the $0 10 énfOrCement program surcharge rate set forthin’

_ 'Resolution T«16181
11. The Executive Drrector shall cause a copy of this order to be served on the .

PSP Enforcément Committee an_d re5pondent LECs and CLCs.
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12, ‘Rulemaking 98- 05-031 shall remain opén to eétablish an a'ppr'dpriate‘ .

bidding process for the placement mamtenance, and 1 repair of public pohcy

payphones. ,
This Order is effectwe today ,
Dated Novembers 1998 at San Francusco, Cahforma

RICHARD A‘ BILAS
, : Pres:dent
,P GREGORY CONLO\I
JESSIEJ "KNIGHT, ]R
- HENRYM DUQUE
2 ]OSIAH L. NEBPER
- Commissnoners
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APPENDIX A
Page 1

PUBLIC POLICY PAYPHONE CRITERIA

For a payphone to be classified as a public policy payphone the following

criteria must be satisfied:

. Necessnty must be based on public service, health, and safety

¢ The payphone must not generate revenues to cover the cost of
installation or operation of the payphone. ‘
All revenue sources, including interconnection fee arrangements and
call tefmination should b'e considered in’determining profitability.
Seasonal businesses may qualify based on annualized revenue to
determine profitability. |
An entity (including but not limited to a city or county government,
airport authority or shopping center) is not permitted a public policy
payphone if it has a contract for compensation from a Payphone Service
Provider (PSP).

~ No other payphones may be located at the same add;css.

The station agent upon whose property the public policy payphone is
located agrees to no compensation.
The public must be granted unrestricted access to the public policy
payphone. However, all private clubs are excluded.
The station agent agrees to post signs outside and inside directing

public to the public policy payphone.
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APPENDIX A
Page 2

. Oné of the followmg COndmons must be met: , ,
| . Location must be deslgnated asan emergency gathering place, or
:o :’Payphone is located wheré reszdents cannot indwidually - |
o subscnbe because of unavallabihly of facnllties for : access, 0r
C '»there ts no other payphone wnthln 50 yards of the publlc policy
o .?payphcme | '

 (END OF APFENDIX A)
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APPENDIX B .
TABLE OF ACRONYMS AND ABBRBVIA’I IONS

Association

- Cah{omia Payphone Association

" CHCF
CLCs -

- D.

Director
Fcc -
GTEC |
group of small LECs

L

LECs
ORA
P:icific
péyphom
pPsp

PU Code
RFP
Rulé

™D
ULTS

California High Cost Fund
Competitive Local Exchange Carriers

~ Decision o

Di rector of thé Telecommunfcahons Division

Federal Commumcahons Commissxon
| GTECahfomia, Inc.

Calaveras Telephone Company, Cal-Ore |
TelephOne, Ducor Telephone Company, -

'Foresthtll Telephone Company, The C
‘Pondemca Telephone Co., and Slerra ‘
. Te!ephone Company, Ine. -

Inv’eshgahon

- Local Exchangc Carriers
Office of Ratepayer Advocates

Pacific Bell

pay telephones

Payphone Service Providers
Public Utilities Code

-Request for Proposal ‘
Commlssion s Rules of Practice and Procedure

Teleaommun{cahons Dwision

“Universal Te)ephone Service Sur-.harge '_

(F;ND.OF'APPENDIX' B)




