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D. 84-04-052, A. 82-02-40 et al.
(April 18, 1984)

Order denying petition for modification of tar-
get capacity factors established in a preliminary
decision (Southern California Edison Co.).

Re Moore Universal Telephone
Service Act

Decision 84-04-053
OI183-11-05

California Public Utilities Commission
April 18, 1984

ORDER implementing the Moore Universal
Telephone Service Act and establishing rules
for the provision of lifeline telephone service.

1. SERVICE, § 21 — Powers of stales and leg-
islatures — Moore Universal Telephone Service
Act — Lifeline service -— Purposes.

[CAL.] The Moore Universal Telephone
Service Act became law in September 1983,
and is the legislature’s response to potential
increases in telephone bills due w the breakup
of American Telephone and Telegraph
Company’s Bell system; the act is intended to
provide affordable local telephone service for
the needy, the invalid, the elderly, and rural cus-
tomers, through a commission-established sub-
sidized telephone service funded by a limited
tax on suppliers of intrastate telecommunica-
tons service,

p. 617.

2. SERVICE, § 433 — Telephones — Lifeline
service — Criteria for eligibility.

{CAL.] Eligibility for subsidized lifeline
telephone service pursuant to the Moore Uni-
versal Telephone Service Act was established
based upon the following three criteria: (1) the

residence at which the service is requested must
be the principal place of residence within the
state for the applicant; (2) there may be no more
than one telephone line serving that residence;
and (3) the total income of the applicant’s
household may not exceed $11,000.

p. 620, :

3. SERVICE, § 433 — Telephones — Lifeline

service — Self-certification — Customer pri- |

vacy.
[CAL.) Self-certification was adopted as
the means of application for lifeline telephone
service pursuant to the Moore Universal Tele-
phone Service Act, in order to preserve the dig-
nity -and privacy of custpmers, encourage
errollment by eligible parties, and minimize
administrative costs.
p. 621.

4. SERVICE, § 433 — Telephones — Lifeline
service — Equipment included — Number of
telephone calls.

[CAL.] Lifeline telephone service under
the Moore Universal Telephone Service Act
will include (1) installation of a telephone
including one modular jack if required, (2) an
allowance for an instrument, (3} basic dial-tone
service, {4) unlimited incoming telephone calls,
and (3) where measured service is available, 30
to 60 calls per month, but where it is not avail-
able, unlimited local calling within the
customer’s exchange area, including any
extended area service regularly provided for
that particular exchange.

p- 622

5. RATES, § 125 — Reasonableness — Factors
— Ability to pay — Lifeline telephone service
— Schedule.

[CAL.] Service charges for lifeline tele-
phone service under the Moore Universal Tele-
phone Service Act will be pursuant to a sched-
ule based on one-half of the basic flat or mea-
sured rate including mileage charges of the tele-
phone company providing service, plus a call
allowance where measured service is offered; if
recipients reside in a service area where mile-
age rates are not included in the basic rate, they
will be charged one-half the normal mileage
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rate in addition to one-half the basic rate.
p- 623.

6. TAXES, § 3 — Commission authority —
Lifeline telephone service — Funding —
Inter LATA 10ll service.

[CAL.] Funding for lifeline telephone ser-
vice provided pursvant to the Moore Universal
Telephone Service Act was ordered supported
by a 4% tax on intrastate interLATA (local
access and transport arca} tll calls, and
although the commission has the power to tax
intraLATA toll calls as well, it declined to do so
at this time; the commission said that it will
carefully monitor program revenues and
expenses before perhaps adjusting the 4% tax
on interLATA toll calls downward, or before
assessing a tax on intral.ATA toll service.
p-623.

(See Appendix A for appearances.)
By the COMMISSION:

INTERIM OPINION

Decision Summary

[1] This decision tmplements the Moore
Universal Telephone Service Act!  which
became law in September 1983. The Act is the
Legislature’s response to potential increases in
telephone bills due to the breakup of American
Telephone and Telegraph Company’s (AT&T)
Bell System. The Act is intended to provide
affordable local telephone service for the needy,
the invalid, the elderly, and rural customers. The
Act mandates that this Commission establish a
subsidized telephone service funded by a lim-
ited tax on suppliers of intrastate telecommuni-
cations service.

As permitted by this new law, the Commis-
sion, by this decision, establishes eligibility for
the subsidy based on a household income test
of approximately $11,000 or less per year; the
subsidy, as provided by law, applies only to0 ser-
vice to the recipient’s principal place of resi-
dence, and only 1 a single telephone line to that

residence.

The Commission establishes procedure:
for determining eligibility based on self
certificaion as permitted by the Act Th
certification will be a simple statement filed b
the customer-applicant with the applicant’
local telephone company. Telephone companie:
will provide all their customers with informa
tion on the program including a form w b
returned by those who qualify. This will b
done once per year or at any time the qualifyin,
criteria for recipients change.

The Universal lifeline service provider
will include installation of service, limited u
once per year, an allowance for a telephon:
instrument, a dial tone including access line ant
any mileage rate increment charges, unlimite
incoming calls, and local calling based o
whether a recipient is in a measured or unmeas
ured service area. In areas where measured ser
vice is offered the recipients will receive a loca
calling allowance; if only flat rate service i
available customers will receive unlimited loca
calling.

Rates for the service will be one-half of ths
measured service rate, or flat rate if that is no
available, of the telephone company serving th
recipient’s exchange area. For installation
recipients will be charged one-half of the nor
mal required installation charges limited to om
subsidized installation per year. Recipients wil
have three months to pay the reduced installa
tion charges. No deposit will be required fo
establishment of service if no bills are outstand
ing. Details on how to establish service will v
developed by the Commission through a gen
eral order which is expected generally to follov
tariff rules and regulations now in effect fo
most telephone companies.

As provided for under the Moore Act thy
program will be supported by a 4% tax on intra
state, mterLATA toll calls. The Commissior
determined thai although it has the power to dc
50 it will not at this time tax intralLATA tol
calls. The Commission will carefully monito:
program revenues and expenses before perhap:
adjusting the 4% on interLATA downward o
assessing a tax on intralLATA toll service.

Based on the records in this proceeding
and those in Pacific Bell's and Genera

AT
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Telephone’s current general rale cases, the
Commission has determined that the present
lifeline service, offered in particular by Pacific
Bell, should be discontinued July 1, 1984 and
replaced with the lifeline service adopted by the
Commission under the Moore Act. This will be
tariffed as a lifeline service in a manner similar
to the present lifeline service but limiled to
those households that meet the crileria
previously outlined, This discontinuance of
present lifeline service will be accomplished
through decisions in the cumrent general rate
cases of Pacific Bell and General Telephone.

The subsidy program will start July 1,
1984. A program will start immediately to
notify all telephone customers of the possibitity
that they may qualify for lifeline service. This
notification will be through the regular billing
procedures. Customers will assess whether or
not they qualify and return the self-certification
forms to the telephone companies so that ser-
vice may commence on July 1.

The Commission does nol expect tax
funds to be available from the program prior to
December 1984. Telephone compaznies, in the
meantime, will carry the expenses of the pro-
gram until they are reimbursed through Moore
Act tax funds at a later date. Administrative
details of the program will be developed in
workshops to be held among the various parties
to the proceeding, including respondents, the
Commission staff, and staffs of the Board of
Equalization and the Controller; the specific
purpose of the workshops will be to develop a
Commission general order to administer the
program.

Included in this order is a sample notice to
customners concerning the program.

Introduction

During the last iwo years there have been
tremendous changes in the regulation and struc-
re of the telecommunications industry. AT&T,
the historic telephone monopoly, was divested
of its local operating companies on January 1,
1984 in order to allow increased competition n
the long distance telephone market and entry of
AT&T into the competitive lelecommunications
arena. Traditional rate structures, which had

allowed higher cost local service to be sup-
ported by long distance service charges, may
require modification. The independent Bell
Operating Companies are thus divorced from
long distance telephone service rtevenues,
except through the levying of exchange access
charges, and face a difficult period of adjust-
ment. Inevilably, customers will be required to
absorb a higher portion of the actual costs of
Iocal service through basic monthly rates.

Higher prices for local phone service will
create a serjous financial obstacle for many cus-
tomers. Customers who are unable 1o reallocate
their existing resources to pay higher phone
charges may choose or be forced to give up
telephone service. This could result in the loss
of universal ielephone service in California.
Recognizing this problem, the Califomia Legis-
lature enacted AB 1348, the Moore Universal
Telephone Service Act. The Act became law in
September 1983 with the stated purpose of
ensuring “availability of basic local minimum
telephone service to all Californians” and 1o
“encourage the equitable sharing of the costs of
that service among all users of lelecommunica-
tions services.” The Moore Act mandates the
institution of a subsidy program for customers
who, because of their particular characteristics,
are most vulnerable to the rising costs of phone
service. Those customers fall into four
categories: the needy, the elderly, the handi-
capped or infirm, and rural residents. These
beneficiaries contemplated by the Act will be
eligible to receive a reduction in their phone
bills to help offset increased rates; the subsidy
is 10 be funded by a 1ax on selected intrastate
toll telephone services.

Table 1 outlines the actions required of the
Commission to comply with the Moore Act
The Act also requires the Commission to issue a
decision by May 1, 1984 implementing the pro-
visions of the Act.

618
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Table 1

Moore Universal Telephone Service Act

Required Commission Actions

Establish eligibility criteria.
(729.2(a)}

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

Define the characteristics of universal service.

(739.2(a), (v})

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

Set universal service rates which "shall

be not greater than" 50% of the "basic rate for
measured service" or the "rates for basic flat
rate service."

(739.2(a}, (b))
Set the tax rate considering:
Aaw Universal Service Subsidy,
(2 Number of Recipients,

{3} Fund Balance,

{4) Administrative Costs,

{5) Taxable Revenues.
(44040)

Decide if lifeline service should be continued.
((739.2(e))

Establish start date for service (tax starts 7/1/84
with first funds due 11/30/84).
(739.2(e), 44030, 44183)

Report to the Legislature.
(44042)

Determine service suppliers and send list to B of =
with the tax rate.
(44042)

Establish rules for submittal of claims against the
fund by service suppliers.
(44181 (e))

Certify to the State Controller amounts to be paid
to service suppliers from the fund.
(44181 (e))

f

Note: Parentheses indicate applicable sections of the

Public Utilities and Revenue and Taxation Ccdes.
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In response to the Act, the Commission
issued Order Instituting Investigation (OII)
83-11-05 (Rulemaking) on November 30, 1983.
The Commission, in addition to outlining a
hearing procedure, requested certain informa-
tion from respondent communication compa-
nies and solicited comments from all interested
parties concerning means of implementation.
These responses were received in January and
February, 1984. Hearings were held in San
Diego, Los Angeles, Sacramento, San Fran-
cisco, and Fresno during March before assigned
Commissioner Leonard M. Grimes, Jr. and ALJ
Albert C. Porter. Commissioners Priscilla C.
Grew, Victor Calvo, and Donald Vial also
attended most of the sessions. The
Commission’s Public Advisor aided the public
during the hearings, acquainting them with
Commission procedures and assisting them
with their presentations. During the hearings,
over 60 persons appeared and offered com-
ments and suggestions lo the Commission
including the author of the bill, Assembly-
woman Gwen Moore, who appeared in both
Los Angeles and Sacramento. On April 2, in an
en banc deliberative session, the Commission
considered recommendations of the ALJ on
ways and means of implementing the Act.

The matter is now ready for an initial deci-
sion.

Eligibility Criteria

[2] The development of eligibility criteria
for the program received considerable atiention
from hearing participants. Most parties believe
eligibility should be limited to the economically
disadvantaged based on a household income
test. It was suggesied that any eligibility test be
adjusted to reflect the greater telephone depen-
dency of handicapped and elderly compared to
other users. Others suggested that income
should be only one of two factors used in deter-
mining eligibility, the other being communica-
tion dependency. Assemblywoman Mcore, the
author of AB 1348, stated that the Commission
should take into account differences in commu-
nication needs, cost of providing service caused
by geographical differences, housechold income,
and other appropriate factors.

Recommendations for the household
income level ranged from $7,500 10 $15,000
per year. Some recommended that the income
test be linked to the federal poverty level or
some other well known index. Welfare Rights
Organization recommended that households
with income at or below 150% of federal
poverty guidelines should be eligible.

Toward Utility Rare Normmalization
(TURN) recommended there be no eligibility
test for the service, but that a comprehensive
publicity campaign be conducted o indicate to
the public the purpose of lifeline under the
Moore Act. The campaign would attempt o
eliminate those people whe do not qualify by
emphasizing that the program is designed for
those in need. TURN suggesied that the only
eligibility check needed could be done by the
telephone companies. Phone companies would
determine whether there was only one phone
line to the primary residence of the person
applying, and that that residence was the single
state residence for that person.

We will establish three criteria for eligibil-
ity which we believe reflect the mtent and the
legal requirements of the Act. These crileria are
{a) the residence at which the service is
requested is the principal place of residence in
Catifomnia for the applicant, {b) there is only one
telephone line serving that residence, and (c)
the wtal income of the applicant’s household
does not exceed $11,0007 for the fiscal year for
which service is furnished. We believe the
income test will also take care of the most
pressing needs of the needy, the handicapped,
the elderly, and the rural customers. Defining
eligibility by an income threshold will protect
those customers who are most vulnerable 1o ris-
ing costs. Statements made during the hearings
indicate that handicapped, elderly, and rural
customers, on the average, have lower incomes
than the general population. Therefore, they
will, proportionately, be participating in the pro-
gram in greater numbers than the average cus-

lomer because of their lower-than-average -

income. Most persons in those three groups
who have incomes above the level we have set
should not require a subsidy in order to retain
telephone service. The subsidy procedure we
adopt recognizes the higher rates that rural

ran
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customers generally pay, and provides a
proportionately higher subsidy to those nural
customers who are eligible for the new lifeline
rate. There was little discussion in the hearings
we held regarding the extemt to which lower
income handicapped or elderly customers may
require higher subsidies to maintain elephone
service than does the general customer who is
eligible for the new lifeline rate. While we do
not at this tme provide any explicit
consideration of the needs of handicapped or
elderly persons beyond that contained in the
income test, we are specifically interested in
evaluating the success of the lifeline rates
adopied today in meeting these customers’
needs. If appropriate, we may consider
modifications to the eligibility criteria or the
subsidy level for elderly or handicapped
customers.

We reject TURN’s sugpestion that no
means test be applied. Without a means test, a
large response by non-low-income customers
could severely deplete the funds. If funds are
short, eligible customers could be denied ser-
vice. Although a publicity campaign could cut
down the number of affluent persons legally
signing up for the service, experience with the
present lifeline service indicates otherwise, If it
is legal to choose lifeline, and rates continue to
rise, many customers who do not need the sub-
sidy will sign up. Finally, we interpret the intent
of the Act as requiring some sort of means test
in order to target the most amount of help 1o the
at-risk population. The means test we are adopt-
ing is reasonable.

Establishing Eligibility

There were three primary means suggested
for establishing eligibility. First, self-
certification. Second, establishing eligibility
through the phone companies or the Commis-
sion, including investigations and follow-up,
And, third, designating a program administrator
who would determine and monitor customer eli-
gibility,

[3] There was considerable support during
the hearings for self-cerification, primarily
from parties who wish o conserve available
program funds for phone bill subsidies. This

approach would preserve the dignity and p
vacy of customers, encourage enrollment
eligible parties, and minimize adminisirati
costs. It is imperative that application proc
dures remain simple for eligible persons wi
might otherwise be discouraged from seekd
essential benefits. Also, the time needed
self-certify eligibility would not delay the ince
tion of Moore Acl services.

Direct application to telephone compani
or the Commission would require questio
naires to be filled cut by applicants subject
penalty for perjury, and require the provision «
evidence of current eligibility for one of sever
income assistance programs. This suggeste
procedure would also anticipate moneta
penalties together with appropriale waming
and a repayment of any subsidies which we;
gained unlawfully.

In ow opinion, the idea of a prograi
administrator would create an additional unnec
essary layer of bureaucracy, It would drai
needed funds from the program for administrs
tion and delay the program’s start date.

Other suggestions were that applicant
apply to appropriaie state agencies such as th
Department of Social Services, th
Commission’s Consumer Affairs Branch, or th
Califomia Department of Consumer Affaire
Another suggestion was some sort of proo
issued by a social agency or the Commission
TURN suggested that since no income tes
would be imposed under its proposal, eligibilit
could be established by phone companie:
checking a customer’s service records for basic
service at a principal residence against addi
tional addresses or services provided. No appli:
cation for service or further investigation woulc
be required.

We will authorize self-centification, which
will be easy o comply with for applicants and
administratively simple for the telephone com-

panies. This will also satisfy a criticism made
concerning potential abuse of informatien pro-
vided to the telephone companies. We realize
there may be some recipient abuse of the pro-
gram by using this methed. In the long run,
those abuses will not cost nearly as much as a
large-scale, bureaucratic administrative pro-
gram. Sell-certification coupled with the three
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simple eligibility criteria we are adopting
should help those who are eligible maximize
their participation.

The self-certification should take place
once per year or if eligibility criteria change.
The certification will be filed with the telephone
company providing service to the applicant and
will be all that is required by the telephone com-
pany to institute lifeline service. We will require
the telephone companies to send a notice
describing the program and the self-certification
form each month for the first three months of
the program and yearly thereafter 1o all sub-
scribers. Appendix B is a sample of the first
notice and form required.

Service Characteristics

Suggestions on what should constitute
basic minimum service ranged from only the
subsidization of access, so that a phone would
be available for true life and death emergency
calls, to the provision of complete local service
including installation and some long distance
calling. Most participants recommended the
installation of simple basic service with a rea-
sonable local calling allowance. This service
would be similar to the current lifeline offering
of Pacific Bell. Many persons opposed subsi-
dizing long distance calls, claiming this was not
the intent of the Act. Welfare Rights Organiza-
tion and others advocated a subsidy ot credit 1o
eligible customers which would be fixed and
applicable to any services the eligible customer
chose. There was considerable support for a tol
call altowance for rural eligibles and the provi-
sion of enhanced or optional services if eligi-
bles could show special needs such as & hearing
impairment.

[4] Considering all of the recommenda-
tions, we have decided a basic lifeline service
will include (1) installation of a telephone
including one modular jack if required, (2) an
allowance for an instrument, (3} basic dial tone
service, (4) unlimited incoming calls, and (5a)
where measured service is available, 30 10 60
calls per :5=E.u or {5b) where il is not avail-
able, unlimited local calling within the
customer's exchange area including any
extended area service regularly provided for

that particular exchange.

The potential use of Moore Act funds to
subsidize line extensions was suggested by two
parties during the hearings. Line extension
charges reflect the high cost of installing new
phone lines to outlying areas. Extensions of
40,000 to 50,000 feet are not uncommen and, at
a $1.10 per foot, present a formidable cost to
potential customers. Blake Stretion of Bridge-
ville betieves the Moore Act funds might be a
means of paying the high line extension cost for
his area which has about 350 homeowners with-
out telephone service. In a similar vein, Daniel
Falk, representing the Buck Mountain Coop in
Northwestern California, described the high
cost of extensions of phone service into his area
and requested that the Commission consider
using Moore Act funds to subsidize extensions.
He emphasized the need of residenis for emer-
gency calling.

We interpret the Act as an attempt to miti-
gate the price effects of divestiture on basic
telephone service for low income and other vul-
nerable groups. The Act seems to implicitly
mandate maintenance of the current level of
telephone saturation through special attention to
those customers vulnerable to rising service
rates. The costs and prices of service extensions
have not suddenly become unaffordable due to
divestiture. It is obvious that middle and high
income households have chosen not to pur-
chase line extensions because the benefit to be
gained is less than the cost. We are concerned
with the financial limits of the Moore Act
Expending funds on line extensions could
require lowering the household income criterion
thereby excluding a large number of individuals
from the program.

We do not believe it appropriate or desir-
able to apply Moore Act funds 1o line exten-
sions.

Service Rates
The Commission has many options avail

able to it under the Moore Act for setting life-
tine rates. The primary requirement of the Actis

that universal service rates be not greater than,

50% of the basic rate for measured servic
exclusive of any federally mandated access

Fialsl
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charges. In the event measured service is not
offered in a subscriber’s service area, then the
universal service rates shall be not greater than
50% of the rate for basic flat rate service, again
exclusive of federally mandated access charges.
The Act also provides that the universal service
rate shall not apply 1o any other service or
charge except the basic rate. We consider
installation to be a mandatory part of basic
service, Therefore, it is a part of the basic rate
and reimbursable from Moore Act funds.

The assigned ALJ recommended that a
fixed rate be established that would apply state-
wide. For continuity the rate would be set a:
one-third of Pacific Bell’s rate for basic flat rate
service or one-half of the basic flat service rate
of the local telephone company providing the
service, whichever provided the higher subsidy.
In addition, the fund would finance one-half of
the installation charges with up to three months
1o pay and a limit of one installation per year.

Some of the other options we have are 1)
set the lifeline rate at one-half of the basic flat or
measured rate of the telephone company pro-
viding service plus a call allowance for mea-
sured service, (2) provide a credit of one half of
the basic flat rate of the telephone company pro-
viding the service, and (3) set a rate similar to
the present lifeline service. In addition o the
above, provide an extra allowance for special
purposes such as toll calls for emergency ser-
vice.

[5]1 Our primary concern with a single
statewide rate is that there would be reductions
much greater than 50% in phone bills for those
persons taking service in areas where local
basic rates are substamially higher than the
statewide average. For instance, the record
shows that in the Fresno area, basic service in
some rural localities is $23 per month. The
record also shows that mileage charges can
range up to $60 or $70 per month. An eligible
person with that kind of a bill would be getting
a very large dolar reduction in the bill. For
instance, in the case of $23, a statewide rate of
$3.50 would give that person a reduction of
$19.50 on the $23 bill. We fear this would cre-
ale serious problems among neighbors, some of
whom would be eligible and some of whom
would not be eligible for the lifeline service.

Therefore, we think it more appropriate 1o adc
a charging schedule based on one-half of 1
basic flat or measured rate including milea
charges of the telephone company providi
service plus a call allowance where measur
service is offered. If recipients reside in a s
vice area where mileage rates are not includ
in the basic rate, they would be charged or.
half the normal mileage rate in addition 1o on
half the basic rate. Recipients would alwa
have the option of choosing party line servi
for which they would be charged one-half of €
rate for that service plus one-half of any app
cable mileage charges.

We note that where measured service
offered the lifeline eligible should not have 1
option of flat rate service. This is because me
sured service is priced well below flat rate ar
the Act requires that lifeline rates shall be n
greater than 50% of measured service where
is available. (Public Utlities (PU) Coc
739.2(b).)

We believe the current taniff provisior
concerning the establishment of service shoul
generally apply. However, any special circun
stances of installation for lifeline customers ca
be included in the general order to be develope
covering the administration of lifeline service,

There was some concern about providin
for the cost of a telephone instrument. W
recognize there is a definite move toward owr
ing an instrument; the Commission has prc
moted purchasing for some time. In order 1
simplify the required credit for the telephon
companies and the eligible recipients, we wi
authorize a 75 cents per month discount o
recipienis’ phone bills. That way it can be vse
by them either o offset the lease charge for
telephone, assist with the purchase of one, o
maintain one already purchased.

Tax Base and Tax Rate

[6] The Moore Act auntherizes the Com
mission to set a tax of up 10 4% on interLAT#
intrastate telecommunications services, intra
state telecommunications services on a basi:
not defined by LATA boundaries and, i
needed, a tax on intralLATA intrastate telecom
munications services. The Act defines intrastat:
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telecommunications service as primarily service
for which there is & toll charge plus certain
limited telecommunications between ex-
changes. From information filed with us by the
telephone companies, primarily Pacific Bel),
General Telephone, and Continental, it appears
that Moore Act services can be financed with a
tax on only interLATA intrasiate services plus
intrastate services not defined by LATA
boundaries. During the first year, however, we
will set the tax at the maximum 4% so that we
can be reasonably assured the program will
support itself. We recognize that we may later
have to include intralLATA intrastate services if
the tax does not generate enough to fund the
program. We also anticipate that some eligible
households will not choose o apply for the
service, which will reduce the potentially
required funding.

Present Lifeline Service

Pacific Bell has the most exiensive lifeline
service at the present lime. It is available to any-
one who applies for it, and costs $2.67 a month.
This includes up 1o 30 local untimed calls; after
30 calls there is a charge for each individual call
ranging from 10 to 15 cenis. General Telephone
has a form of lifeline which is pnimarily a
reduced-cost, measured rate service. In both
Pacific Bell’s and General Telephone’s current
general rate cases, there are alternate proposals
for revising lifeline service. However, these
were made prior to the Commission’s OIl in this
proceeding. At our April 2 en banc hearing we
agreed to discontinue current lifeline which we
will do July 1, 1984,

If we were 10 continue lifeline service,
which is a bargain-rate measured rate service,
we would have to set the service and the
charges somewhere between full rate service
and the lifeline service we are instituting in this
decision. We see no need 1o do that. There are
many service options for people today who do
not use the telephone extensively. More than
80% of Pacific Bell’s customers have optional
measured rate service available, which can be
used o reduce one’s telephone bill.

Starting the Program

We will order the program started July 1,
1984. We recognize this will create some
difficulties for the telephone companies in
informing customers of the program. Also, there
will be a delay in the receipt of revenues from
the Moore Act Fund, revenues required to reim-
burse the telephone companies. In the general
order which will be established o administer
the program, we will provide a procedure for
the revenue reimbursement lag 1o be recovered
as an administrative cost from the Moore Act
Fund.

Attached as Appendix B is a sample notice
which we will order sent to all customers after
approval by the Executive Director, in the first
regular billing possible after the date of this
decision. We expect, after consultation with the
telephone companies, that the first notices will
go out between 30 and 45 days from today.
Most customers, therefore, will be notified prior
to July 1. If they respond prior 1o October 1,
adjustments to their bills can be made retroac-
tively 1o July 1 if they qualify for the subsidy.
Applicants responding after October 1 will
receive the new lifeline service at the beginning
of the next billing period. Again, the contem-
plated general order can contain guidelines for
that siuation.

Program Administration

Administration of the program will involve
this Commissicn, telephone companies provid-
ing service, service suppliers designated by the
Commission who will be paying the tax, the
State Board of Equalization, and the State Con-
roller. Respondents indicated during the hear-
ings that 2 Commission general order to cover
adminisirative procedures was the desired
vehicle for administrative purposes. Therefore,

we will order establishment of workshops to be:

conducted by owr staff with oversight by the

assigned Commissioner and ALJ to develop
such a general order. The first one will be held

May 10, 1984 at 10 a.m. in San Francisco at the
State Building.

Service Suppliers

The Moore Act defines those
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telecommunications companies subject 1o the
tax as “service suppliers,” (Revenue and
Taxation Code (RT Code) § 44016), and
requires the Commission o send a list of
service suppliers 1o the Board of Equalization
together with the tax rate immediately upon
making its determination of the tax rate. (RT
Code § 44042.) Appendix C [omitted herein] is
the list of service suppliers as determined by
this Commission's Communications Division,

Serving Telephone Companies

The Moore Act requires the Commission
Io order every telephone corporation providing
local service 1o file a schedule of rates and
charges for the universal telephone service
adopted by the Commission; and those corpora-
tions are required to accept applications for uni-
versal service according to a procedure
specified by the Commission, including inform-
ing their subscribers how they may qualify for
and obtain the service. (PU Code § 739.2(c).)
Appendix D [omitted herein] is the kst of those
telephone corporations providing local service
as determined by this Commission's Communi-
cations Division and Appendix B is the sug-
gested notice.

It will be noted that we have not included
cable television corporations (Cable TV) or
radiotelephone utilities (RTUs) in Appendixes
C and/or D [omitted herein]. On December 29,
1983 the Allied Radiotelephone Utilities of Cal-
ifornia filed a motion to sever or dismiss OII
83-11-05 as to RTUs. By intermediate ruling of
the ALJ the motion to sever was denied; we
concur. Conceming the motion to dismiss, we
Join it in the ruling we hereby make that Cable
TV and RTU companies, as they are operating
at the present time, are not subject to the Moore
Act because they are neither service suppliers
nor telephone corporations providing local ser-
vice as those terms are defined in or intended 10
be applied by the Act. However, their staus
could change as the telecommunications indus-
try evolves in this period of transition; this Ol
will be kept open to reconsider that status
should operational changes of Cable TV and
RTU companies bring them under the Act.

Findings of Fact

1. The divestiture of AT&T’s local op
ing companies on January 1, 1984 will res:
customers of the local operating comp:
paying higher rates for ocal service.

2. The higher rates faced by local
phone service ratepayers in California ¢
result in the loss of universal telephone sex
in the state,

3. The California Legislature enacted
1348, Moore Universal Telephone Service
which became law in September 1983 witl
stated purpose of ensuring availability of t
local minimum telephone service for all Cal
nians.

4. It is the intent of the Moore Act that
phone customers who are needy, elderly, ha
capped or infirm, or rural residents shouk
eligible to apply to receive a reduction in 1
phone bills o offset increased rates, so that
versal telephone service can be maintained.

3. To support the subsidy program note
Finding 4, a fund supported by a 1ax on sele
ntrastate toll services in Califomia is w©
imposed.

6. The Commission issued OIT 83-1)
(Rulemaking) as a means of implementing
Moore Act

7. The Commission has received cer
requested information from respondent com
nication companies and written comments £
other interested parties concerning impleme
tion of the Act.

8. In order 1o receive comments from
public on the implementation of the Act,
Commission held hearings in several Califo:
cities at which all parties were given the op;i
tunity to appear and be heard.,

9. The adoption of the following three
teria, the first two required by law, for eligibi
to receive subsidies under the Act is reasonal

a. The residence at which the service
requested is the applicant’s principal place
residence in California.

b. There is only one telephone line serv
that residence.
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c. Based on current income the applicant’s
total household income does not exceed
$11,000 for the fiscal year for which the
service is furnished.

10. The income test noted in Finding 9 will
give special consideration to the poor, the hand-
icapped, the elderly and rural customers
because, for those four groups, incomes, on the
average, are Jower than the general population
and they will, therefore, participate in the pro-
gram in proportionately greater numbers than
the average California telephone cusiomer.

11. Rural customers will generally enjoy
higher benefits from the program through a
higher dollar subsidy because telephone rates
are generally higher in rural areas than they are
in urban areas,

12. A reasonable means of establishing eli-
gibility is seif-centification which will preserve
the dignity and privacy of cusiomers and
encourage eligible customers to enroll.

13. The self-certification eligibility pro-
gram will minimize administrative costs and be
easy to administer by telephone companies.

14, Basic lifeline service includes:

a. Installation of a telephone including one
modular jack, if required,

b. Provision of or allowance for an instru-
ment,

c. Basic dial tone service,
d. Unlimited incoming calls, and

e. Measured service where it is available with
an allowance of 30 to 60 calls per month or
where measured service is not available,
unlimited local calling within the customer’s
area including any extended area service reg-
ularly provided for that exchange.

15. It is not appropriate or desirable to
apply Moore Act Funds to line extensions
because it could require lowering the household
income criteria and thereby exclude a large
number of individuals from the program.

16. Installation is a mandatory part of basic

o~

service and therefore is a part of the basic rate
and one subsidized insallation per year is rea-
sonable.

17. Reasonable rates for lifeline service
under the Moore Act are one-half of the basic
flat rate or measured rate of the telephone com-
pany providing service, plus a call allowance
where measured service is offered.

18. Seventy-five cenis is a reasonable
allowance per month to cover the cost of a tele-
phone insbrument for eligible recipients.

19. The service, together with the rates for
that service as established by this decision, can
be financed with a tax of 4% on only interLATA
intrastate services plus intrastate services mot
defined by LATA boundaries. It will not be nec-
essary to tax intraLLATA services at this time.

20, The present lifeline service offered by
telephone companies will not be required when
the Moore Act lifeline service is instituted on
July 1, 1984.

21. The sample notice contained in Appen-
dix B will provide customers with reasonable
notice of the new lifeline program.

22. A Commission general order is the
most reasonable administrative procedure for
the program.

23. Because the Act requires the Commis-
sion to issue its decision in this matter by May
1, 1984, this decision should be effective on the
date signed.

Conclusion of Law

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

INTERIM ORDER

IT 1S ORDERED that;

1. By June 1, 1984, every telephone corpo-
ration listed in Appendix D [omitted herein}
shall file a schedule of rates and charges for
universal telephone service to become effective
July 1, 1984, and in accordance with General
Order 96-A.

2. The service and the rates and charges of

-~
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the filing required by Ordering Paragraph 1
shall be as outlined in Findings 9, 12, 14, 16,
17, and 18 of this decision.

3. On the first billing cycle practicable,
every telephone corporation listed in Appendix
D [omined herein] shall notify each of its cus-
tomers of the availability of universal telephone
service with a notice that is similar in content
and intent to that shown in Appendix B. Utili-
ties shall submit the draft of their notice to the
Executive Director for approval prior to mail-
mg.

4. The tax rate required by RT Code §
44041 is set at 4% and shall apply to interLATA
intrastate telecommunications services and
intrastate  telecommunications services not
defined by LATA boundaries.

5. The list of service suppliers required by
RT Code § 44041 is set forth in Appendix C

6. The Commission’s Executive Director
shall immediately notify the Board of Equaliza-
tion that the Commission has set the tax rate,
the telecommunications service o which it
applies, and the service suppliers to be taxed
and serve this decision on the Board of Equali-
zation,

1. The staff of the Commission shall con-
vene and conduct meetings with alt respondents
and interested parties who wish to attend to
develop and file with the Commission for its
consideration a proposed general order to gov-
em administration of the Act. The first meeting
shall be May 10, 1984 at 10 am. in the State
Building, San Francisco.

8. Each telephone corporation shall com-
ply with above Ordering Paragraphs 1, 2, and 3.
This proceeding shall be held open to consider
the general order referred to in Qrdering Para-
graph 5, amend Appendixes C and D as
required and adjust the tax base and rate if
required.

This order is effective today.

Dated April 18, 1984, at San Francisco,
California.

LEONARD M. GRIMES, JR.
President

VICTOR CALVO
PRISCILLA C. GREW
DONALD VIAL

WILLIAM T. BAG
Commissic

I will file a concurring opinion.
fs{ DONALD VIAL
Commissioner

APPENDIX A
LIST OF APPEARANCES

Respondents: Daniel J. McCarthy, A
ney at Law, for Pacific Bell; Ann C. Pong:
Attorney at Law, by Nelson J. Werner, for 1
Sprint Communications Cerporation; Ric.
E. Potter, Attorney at Law, and Thoma
Quaintance, for General Telephone Compar
California; Hathaway Watson I, Attorne
Law, for AT&T Communications; Palme
Willoughby, by Warren A. Palmer, Attorne
Law, for RTUs-ICS Communications,
Autophone, Repco Desert Mobilphone, |
Valley Dispatch, and High Sierra Mobilfone

Interested Parties: F. E. John and T
Clarke, Atomeys at Law, and R. A. Coct
for Southern California Gas Company; Jolu
Witt, by William S. Shaffran, Attomney at |
for City of San Diego; Richard A. Elbr.
Attorney at Law, and Marie Shibuya-Snell
Califomnia Department of Consumer Aff
Edward Duncan, for himself; and Jacque
Valenzuela, Attomney at Law, for Welfare Ri
Organization.

Commission Staff: Catherine A. John
Public Advisor, and Denise S. Mann.

(END OF APPENDIX A)

-~
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APPENDIX B

IMPORTANT NOTICE ABOUT LIFELIKNE
1ANGES CORDERED BY THE CALIFORMIA PUBLIC UTILITIES COMMISSION

FECTIVE JULY 1, 1984 PRESENT LIFELINE SERVICE WILL BE DISCONTINUED,

JWEVER, A NEW DISCOUNT SERVICE WILL BE AVAILABLE TO ALL PACIFIC
iLL RESIDENCE CUSTOMERS WHO MEET NEW ELIGIBILITY RULES ESTABLISHED
1 COMPLIANCE WITH CALIFORNIA LAW.

JSTOMERS MEETING THE ELIGIBILITY RULES WILL BE OFFERED STANDARD
IASURED SERVICE OR BASIC FLAT RATE SERVICE, IF MEASURED SERVICE
3 NOT AVAILABLE, AT ABOUT A 50 PERCENT DISCOUNT,

JIGIBILITY RULES ARE:

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

2. TOTAL HOUSEHOLD INCOME MUST NHOT
EXCEED $11,000 ANNUALLY.

* YOU QUALIFY AND WISH THIS SERVICE, PLEASE SIGN THIS PAGE, AND
TURN IT WITH YOUR BILL PAYMENT. CAUTION, IF YOU ARE NOW A LIFE-
.NE CUSTCMER, YOU STILL MUST CERTIFY YOUR ELIGIBILITY OR YOU WILL
. CHARGED THE FULL MEASURED SERVICE RATE FOR YOUR SERVICE OR YOU
LL BE GIVEN THE OPTION TO CHANGE TQ FLAT RATE SERVICE.

I CERTIFY THAT I MEET THE ABOVE ELIGIBILITY
RULES AND APPLY FOR THE NEW LIFELINE DIS-

COUNT SERVICE. 1 UNDERSTAND THAT THE PUBLIC
UTILITIES COMMISSION MAY AUTHORIZE VERIFICATION
OF MY ELIGIBILITY.

STGNATURE DATE
(END OF APPENDIX B)

ol
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DONALD VIAL, Commissioner, Concurring:

I concur in the decision, but disagree with
the way the schedule of adopted charges builds
into the Moore lifeline rate the discriminatory
impact of the restructuring of the telephone
industry on rural areas.

It is clear that rural ratepayers have experi-
enced greater increases in basic rates than urban
areas — and are continuing to do so — as a
result of the introduction of long lines competi-
tion and the dismaniling of the Bell System.
Further, at hearings in both Fresno and
Sacramento, we repeatly were reminded that
many of the toll calls in rural areas are neces-
sary rather than discretionary-type calls. We
were urged to take this fact into account in
implementing the Moore bill. Yet the schedule
of charges adopted today provides that the
Moore lifeline rate in both rural and urban areas
will be 50% of applicable basic or measured
rate, as the case may be, of the telephone com-
pany providing service, thus integrating the dif-
ferential rate increases in rural areas into the
Moore lifeline rate itself, now and into the
future. For example, if the basic rate in a rural
area has gone up 100% and the comparable rate
n an urban area has gone up 50% since restruc-
turing, that differential rate increase would be
reflected in the Moore lifeline charges for the
rural and urban areas mvolved.

One of the very purposes of the Moore
Universal Telephone Service Act was to help
overcome this kind of discriminatory impact
Section 739.2(a), in fact, specifically mandates
that we take into account differentials in the
cost of providing service caused by geographi-
cal differences. While we do allow a 50%
reduction in so-called “mileage rates™ as part of
the schedule of charges, that alone does not
confront the more basic problem that exists in
rural areas where mileage rates are not appli-
cable.

I would have preferred that we had
adopted the recommendation of our Administra-
tive Law Judge, who urged us to adopt a fixed
lifeline rate, applicable statewide in both urban
and rmural areas. His recommendation also
would have applied the 50% reduction to mile-
age rates contained in the schedule of adopted

charges. By pegging the amount to Pacific’s
basic rate the ALI's approach would have pro-
tected rural ratepayers qualifying for the Moore
lifeline rate from the discriminalory conse-
quences of the demise of our national,
integrated telephone system. At the same time
his straightforward approach would have pro-
vided more of a cushion to rural low-income
families in connection with their toll call prob-
lems.

Lacking support for this preferred
approach, 1 proposed a second alternative
which was also rejected by the majonty. It
would have provided simply that no Moore life-
line rate may exceed 150% of Pacific’s compar-
able Moore lifeline rate. In offsetting to some
extent the adverse impact of the industry’s re-
structuring on rural areas, the effect of this latter
proposal would have been 10 “cap” the growing
differential between urban and rural rates for
purpeses of implementing the Moore Universal
Telephone Service Act

In short, we could have done a lot betier
job in dealing with the special problems of rural
ratepayers without affecting in any significant
way the amount of funds being generated by
this decision for use in non-rural areas 1o pre-
serve our universal telephone system.

/s/ Donald Vial

April 18, 1984
San Francisco, California

FOOTNOTES

'AB 1348, Ch. 1143, Stats. 1983.

ZWhile we are not tying our income test 10 any
particular index at this time $11,000 is approximately
150% of current federal poverty level guidelines for a
2.3-person household, which is $7,242.

*The number per month will have to await our
decisions in Pacific Bell's and General Telephone's
rate cases. For example, if we adopt the staff proposal
in Pacific Bell’s case of continuing the present §3
allowance for local calling, this could be applied to
the lifeline customer and equates to about 42 calls per
month. In no case will we include less than the
present lifeline number of 30 calls of unlimited dura-
on.




