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OVERVIEW 

This report is bciQa •.t.nitud in compllanc:e with Seclions 364.0lS{4)(b), (c). and (d), Florida 

Srannn Scctioas 364.025{4) {b) and (c), Florida Swutcs, require lhas the Commission. by Fcbnwy 

IS, 1999, dc1amJDe IDd report to the President of the Scnai.C and the Speaker of the House of 

Representatives the total forwanl-lookiJI& oost of providina buic loa! telecommunications KfVicc in 

Florid&. Specifically, Sccrion 364.02S{4)(b), Florida Swutcs, requires that the Conunission, aflcr notice 

md opportunity Cor bearina. Jelcct a cost proxy model and detcnnine the total forward·looldna oost of 

providina buie loalldcoommunjcations service. For the small local cxchan&c companies (those with 

re-r lhaD 100.000 ICCCIS tina), the Commiuioo was not required 10 but cou.ld usc the same proxy 

model dctamiDixi in respooJe to 364.02S(4){b). or hid the opcloo ofusinaa diffcrmt cost proxy model 

or a fully distnlluled anbedded oost approech. In addition. Sccti.on 364.02S(4Xd), required that tbe 

Commiaioo report, byfcbrualy IS, 1999,lhe amount ofsuppon nc«ssary 10 provide residenti•.l buic 

local telcmmnum!.:wrjms IICr'Yicc to low-income c:ustomen. This report is beina submitted 10 mc:ct lbcse 

SWUIOI')' rcquitaDeDtl. Tbc report c:oosists of three distinl:t cbaplc:n; the contents of each chapter are 

cle$cribcd below. 

1bc Commi&1ion CSIIbliJbcd Docket No. 980696-TP: Detcrminalion of lhe Cosl of Basic Loc:aJ 

Telcoommunic:alioos Service, punuant to ~on )64.02S. Florida Statuta. to conduct the required 

ac!mjnicrrative bcazina. From October 12 tluouah October 16. 1998, the CocnmWion conducted a 

!oanaJ ~ bmrina 8IXICJI'din& 10 lhe J'I'OvWoos of Cbapccr 120, Floriclli SW!JICI, and the ru.lcs 

of the Cornmlssioo. 0..,., I of this report provides a sumnwy oflhe Coc:nissioo's 6ndinp in Docket 

No. 980696-TP. Order No. PSC-99.oo68-FOF·TP,Issucd J~t~uary 7, 1999, is inchded in Volume 

D ofthls repon. However, lioce two partie$ filed motions for reconsideration on January 22, 1999, 

thls order Is not final. 

Cbaptct D provides the Comminion's 6odinas reaardina the IIDOWlt of support nec:essary 10 

provide residential buic loa! telecommunications service to low·inc:ome C\ISiomcn. lncluded wilhin 

thls c:bapccr is infOI1Jlllion tqNdina tbc methodology used to determine the support needed, as well as 

some oftbe leg.al, technical, and ldmlnlstratlvc lJsucs 10 be considered. 

l'hpcrr m provides ldditional information reprdinaa pet~I~&Da~t univenal x:vice (US) fund. 

This chapter addresses JUCh lJsucs u Why US fundina may be needed, intrar.ate support for lo"''· 

income consumcn, and tnuaswe suppon (or providers SCI'VIJli hiaJ!-cost areas. FW1hcnncn. lhis 

chapt.cr examinc:s the impect US fundina may have on competitive entry into Florida's 

telecommunications llllllccts. Finally, Cbapccr m Includes the Commlplon's recommendations 

reaardini a permanent rnccblniJm. 
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CHAPTER 1: niE COST OF BASIC LOCAL TELECOMMUNICA DONS SERVICE 

I>ockd No. 980696-11', Dctcnni.nalion of the Cost of B~.>tc l...ocal Telcwmmunications Service, 
was opeoeclln order 10 ~ply with Sec:Uoos 364.025 (4)(b) and (c), Aorida SWUICS. Consistent with 

the provisions of this section, the Coaunission must .elect a proxy cost model for BdlSouth, GTE 
Aorida, and Sprint-Aorida, and ddcrmine the cost of providina basic local service. The Commissi\ln 

must abo dC1Cmline the cost of providing basic local service for the seven small local exchange 
companies (l..ECa). 

This chapter presents a iWIIDW)' of the conclusions reached in the Commission order. (The 

complete order II CMtained in Volume Two, Appendix A.) However, since two parties filed motions 
forreconsldcmioo oo JIDUU)' 22, 1999,this order is not final. 

PEFINUJQN OF BASIC LOCAL m f:CQMMUN!CADONS SERVICE 

The Commialon (OIIIId that the definition of "buic localtelecommunicatlons service" referred 

10 in Section 364.()25 (4) (b), Florida Statu!eS, is defined in Section 364.02{2). Aorida StaiUICS. Section 
364.02(2). Aorida Statutes, defines besic local telecommunications service u voice-grade. 0At·rate 

n siN ' 'i•lllld llakwDc 1iQa1HiDe bo'Sinen local e:xclJ&n&'e services which provide dial100e, local usage 
ncce:ssary 10 piKe uolimitcd c:a1b within a local exchange area, dualtooc multifrequmcy dialing. and 

access 10 the foUowlni: emcrgcu;y services JUCh u "911," all locally available inlc:rexcbangc 

eompal!ies, direetol)' ndsttuee, ope~~tor ~et~~iees, relay services.l!ld an alph4betlcal directory listing. 
Accordingly, a COlt model must derive cost results that account for all of these components. 

THE AfPROPRlAJE COST PROXX MOPFl. 

There were two moclcls IUbmined in this proceeding: the HAl S.Oa. sponsored by AT&T lllld 

MCI, and the BCPM 3.1, sponsored by BcUSouth and Sprint-Aorida.1 Both models arc -scorched 

node" models; that ia,lhe only consusint is that the wire center (swiu:h) locations remain where they 

currently arc. A hypothetical network Is then crca1Cd instantaneously &om th~ ground up to setYC all 
existing customers. 

The Commlaion bmd tt.a bodl._!e)s suffi:r from various deficiencies. However. deficienctes 
arc DOl WltxpCCicd, ............ by c:lcfinitloo, a model docs DOl replicate reality -.ith complete IICC\UIIC)'. 

lhe Commlss1oo '1 choice hiQ&ed 11p011 which model ~na.tes a more n:uonable estimale of the cost 

ofbuic local tcl~ommunications KrVicc. 

ll 
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'oa oaobcr 22. 1991. wr cht PSC dbcovC1)' proca~ and hur1111 bad b« n conci~Mkd, cht FCC ldopud I 
1 tnOCid plldorm fOr _,.. L£0. Tho fOC'a moclcl pbtfonn lncludn ckmcata f.- lhroc mockls: BCPM 3.0, 

HAl S.O&. and cht H11trid c..t Praxy Model U (HCPM) Tho HCPM wu ~lop<,d by fCC al&ll'. 
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The Commission chose the BCPM 3.1 Model with several modifications. The first two 

modifications are desip!Cd 10 ensure thai the model does not Wldcrestimate the amount of cable 

n:.quircd, pcticularly in low dcnsiry, ~ nutl areas. The remaining modifications dea.l with the 

development ofBCPM 3.1 's swildling costs. 

• The global coosaaint thar restricts the amount of distribution cable buill in a quadrant to be less 

lhao or equal 10 the road mileqe In the Cjlllldrsnt needs to be relaxed in low-density azeas, in 

order for BCPM's modeled route miles to approximate those of the Minimum Spa.Mina Tree 

(MSD lmlysi.l. The MST analysis is 110 intcmal consisu:ncy c:beck wbic:b allo"-s 11 modeler to 

esuma~e the minimum amouot or cable needed 10 conncc1 customers in their assumed serving 

areas IDd COIDJIII'C t.bat minimUJTI conoc:cting distance, as the crow Oies. with the amount of 

cable ectually built by the model. 

• 

• 

• 

• 

The model spo••u ere 10 e:xtend the backbone and branch cable to the perimeter oflots. rather 

th&o j USl bu... CCD IOU. 

The formula !hilt comp•es the required number or lrWlltJ must be clwlged to use working I ines. 
~ tbiiD enaizxoen:d lines. 

BCPM 3.1 's fonnula asiOCiatcd with how cnaincerina and installation c:osts for switching arc 

devdopecl mUSl be corrcaed. 

The discn:pmlcy between the OOSI per line and the amount of usaac assiancd on a per line basis 

10 univcnaliCZVicc, and the toiAI amount of universal service-related switching investment must 
be!QOivcd. 

BASIS ON WHJCH THE COST SHOULD BE DETERMINED 

The Commission found that the total forwani-looking cost of basic local telecommunications 

service, piii1WUit to Soc:tion 364.025(4)(b), Florida StaNtcs, should be dctctmincd by the modified 

BCPM 3.1 model a1 the wire ocntc:r level. BCPM 3.1 IICIWllly calculates c:osu at a smaller geographic 

la-d tbiiD the wire caller, boweva·, this infonnation is then used 10 aaa;regate c:osts into larger areas, 

illcludina wire caJiaS. CUrrently, however, the LECs gather data a1 the wire center level. For the LECs 

10 c:oUcet data below the wire center level would be, at ~t, bwdensome due to operational and 

odmjnlstratlve constraints. However, u data is pthued at smaller geographic levelJ, the Cornmi.ssion 

may need to re-examine the &CO&IIPhiC level at wbic:.h c:osu AN' c:alculated in order 10 wgct hlah cost 

areas with more prec:ision. 

APPROPRIATE JNPllT YALUES FOR U-!E MOD!FJEQ BCPM 3. I 

BCPM 3.1 comes JIOilU)ated with llllional, cldiultlnpw that can be clwlaed bY wen. TI1e user­

adjustable inputs can be grouped into four main categories: fillanc:W, unit investmenl. c .. pense. ll1d 

-7-



cngm=ing design. Financial inputs include dcpm:iatioc, cost of moocy. and lUeS. The unit 
investment inputs include, for example, pric:cs for poles, copper and fiber c:ablc. de. E.xpcnsc inpuu 
include the cost of maintt:niii'ICe for cables and switches, for example. EoaJueerina desiin inputs include 
such dtUI as bow much telephone plant is aerial venus WldetJ!round, bow many local calls are made, 
how mucb exlnl cable is installed 10 ensure that new service can be provided promptly, and a.c type of 
terrain (e.g., sandy or rocky soil) present in a given area. 

As a cost proxy model is a ~live, SDipSbot modd, so are the inputs. This means that 
the input values in the Commission' s order may need 10 be cnmhw! apin, in the event of a significant 
time llpse bf:r,."eCD tbc: order issnaooe and any ux of the model results. 

The Commission found that wbether inputs should be ~P«ific 10 a eeopaphlc area or swcwide 

vlllues, depends not only on tbc: panicul.ar input, but also wbat an efficient provider would use or 
encounter in Florida. 

Str\ICIW'e sharing is an exunple of an input wbidl the Commis.sion found 10 be spccjfic 10 a 
paniculat g,eograpbic area. Structure sbarina itjAUCIJIS tbc 111101111t of outside plantiiNCrW'e (e.g.. poles 
and eonduil) that telephone companies share with other utilities; IINCrW'e sharing pet=lllge values 
y~eld the amount of investment for wbidl the L£Cs are responsible. The Commiuion found that 
altbouah a cost proxy model is forwanPookina. ooe CIDDOt assume that ocbc:r utilities' (e.g., power and 
cable television) facilities will also be '"sc:ordled." In additioo, the other utilities' IINCI\II'e requiremcol.s 
may differ from one gCOI!J'Iphic area 10 the next. ~fan:, the Commission found that tbc: ILECs' 
proposed SlrUCIUl'e sharing valuc:alhould be accepc.ed becaux they fimction u reasonable surrogateS 

for an efficient provider in specific geographic areas. 

An example of an input where tbc: Commission found a sinale stattwide value 10 be appropriate 
is the switch~ factor. Switches bavc li.JI prices;~. each LEC negotiates its own discount 
from the list price. The Commission found that tbc di"»'.Ult is aot specific 10 a patlcul.ar eeosraphlc 
or serving area in Florida; rather, it is a f.mction of a comJlm1Y's purcbuina decisions and power. Since 
this proceeding is 10 develop the cost faced by an effic:iau provider, the Commission ordered a sin&Je 
discount amount to be used. 

Signaling systems c:osts, the cost of communication among swill:hes, is one input where the 
Conunission found that the BCPM 3.1 ddault values are appropriate for Bell South, OTE Fl.orida, and 
Sprint-Florida. There was virtually no testimony from any pm1)' on this input. and all lhrcc LECs 
proposed tbc: deliault values. 

E<pe"" sis another CllegiOI')' oftbe inputs into BCPM 3.1. The Commission ordm:d statev.ide 

numbers for all apaue categories, developed primarily lhnKIIb the avcrqina of inputs proposed by 

the ILECs, with some moclifications. The a•nrtory..mandetcd time &..me (or this pocccd.ing did not 
permit cxbaustive review of c:crtain cx:pense CllqiOrics. The Commission m:ommends that in any 
further proceeding tbc:se expense c:atqories undergo subsuntial smrtiny. Topics for l'utwe review and 
analysis inc:lude nonrecuzrlna c:harges (and concomitant revenue stteaml), billing and collections for 
toll and access, and advertising. 
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NOI'IRlCUITin& cb&r&es CAn be either inSI&IIation or service cb.ange charges. Typically, they are 

one-time charaes wb.icb are rccov=d on the fll'S1 biU or. by special amngemall. over sevcR.I billing 

penod.s. BdiSoulh and Sprint-Florida subsumed these COSIS m their expense calculalions, while GTE 

Florida specificallycxdlldcd lbem. Given that these are one-time costs. the Commission is ooncemed 

tbatlhdr inclusion in the expense calculations. even with avcngina, may ovcnwe the oost of basic 

local u:lecommunic:ations ICI'Vioes. 

GTE Florida specifically c:xdudocl cxpc:n.ses for billing and oollcc:tions for IOU aod access from 

its expense calculalions, It is unclear wbctber BdiSoulh aod Sprint-Florida subsumed billing and 

oollecLoos for IOU and ecc:as cbatJes in tl!e;r C'lCpCIISC caJculations, allboulh apperc:otly they did. As 

with nonrecurrin& dwaFO. the Commission Is oooceaned that their inclusion in the expense caJculations, 

evm with avenama. may ovenwc the cost of basic local telecommunications ICI'Vices. 

Ad' tis ina expense is includocl in llllllcetini expc:uc. AU the parties agreed thai advcrtlsina 

is a oost of business, and u such, some level should be included in the 0051 of basic local service. The 

difficulty is in ddenninina exadly bow much of advc:rtisina expense is reasonably anribul.lble 10 basic 

local sen icc. since mucll of the advcnisina appean 10 be related 10 vcnicaJ services. Detailed 

knowledge of advertisina camptlp is necessary in order to determine with rcasoll&ble ecc:W11Cy the 

llllOIIIII of expc:nrs relaled to advatlsing for basic local xrvice. Delen:nining a rusonable advertising 

level isccxnplial.ed beaR,., lbeaew, competitive pc'ldiem is 001 )'CI firmly in place. The Commlmon 

reduced tbe amouo1 of markctina. and thus .tvcnising expcae. included in the cost of bulc ton! 

service from wbal tbe ILECs propotecl. Ho·wevcr, even with the mluction. and •'-craaln&. the 

CoMmission .iJ eonumed that the onlered expense still may ovcmato the COSI of basi~: local 

teleoommunlcali.ons scrvice. 

fWR!DA !.ECS WHICH MUSI USE THE MOP!'F!"EP BCPM l,! MOPEL TO DETERMINE lliE 

COST Of BASIC LOCAL m ECOMMlJN!CADONS SERYICE 

The Commission found that BeUSoulh Telecommunications, Inc., OTE Florida Incorporated, 

and Sprint-Florida. IDe. must use the modified BCPM 3.1 model to determine their respective c:osu of 

basic local telcoommunic:alioo.s scrvi<:c appopriate for c:Siablisb.ing a permaocnt uolvcnal ec:Mcc 

!lW'!umism. The cost results for BeUSouth TelccornmWllcations, Inc:., GTE florida lnc:orporated. and 

Sprint-Florida usia& the ord=d model and input values arc cootainal in Appendix 8 . 

DiE COST OF BASIC LOCAL lfl ECOMMUNJCADONS SERY!CE FOR EACH OF llfE LECS 

DiAI SERVE FEWER DiAN !OO,QOO ACCESS UNES 

Given the choice between the modified BCPM 3. 1, a diff:rent cost prole)" model, and a fully 

embedded cost study, the Commimon t hole the fully embedded SIUdy. The embedded cost snady 

resull.l for the seven small Florida LECs arc llhown in Table I·!. The embedded stUdy includes such 

noo-basic ec:rviccs u caJJ Wlitina and IIOil1CC\IIT!na costs. Generally, it alao produces a lower oost tb.an 

the outpUt of the modified~ 3.1. Hov.-evcr, if an incumbent !.EC's embedded costJ are lower than 
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the costs of a new entrant, the incumbent LEC can use iu c:ost advantage 10 underprice An cfficieot 

provider, and lbu. prevail COIDjlCUtion. 

For in&:.m.Oon SUI" ,!he CM!!!!iuioo abo per{onnod studies for the small LECs. usin& the 

modi lied BCPM 3.1 model Si.occ ~ was 110 record evidence for inpuu for thcte LECs. lhe 

Commission used the inputS ordered for OTE Florida; OTE Florida's vai11C1 wm chosen u sunoplcs 

10 use for lhe small LECs b•canr tbey ICOded 10 be higbcr than those of lkiiSoulh or SprinL These cost 

proxy model n:sulu for the small LECs are abo iochiCiocl in Volwne Two, Appendix B. 

.._ •• Exdaaqe c-paay Moatlaly Embcdd«d Cotl 
Pu Ac:eaa U.e 

AU. TEL $41.32 

Frootier $44.30 

OTC • Florala $42.11 

OTC-Oulf S33.43 

OTC-SLJoc S38.99 

ITS S6S.SO 

Northeast SSS.43 

IDSQulney $42.81 

Villa-United $6).34 

-I(). 
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QlfiROPUCDQN 

CHAPTER D: SUPPORT NECESSARY TO FUND UFEJ...INE 
FOR QUALIFYING SUBSCRIBERS 

In May 1998,1be F1ofi4a Lc-li•'enn paucd HB 471S rdatiA& 10 ldecommunic:ations tcrV~ces 
in Floria One of the rcqulremaus of the bill Is for the Florida Public Service Commission 

(Commission) 10 "de1c:nnioc and l'q)Ort to the President of the Senate and the Speaktt of the Howe of 
Rep '"lives the amount of suppon neu •wy to provide residential basic local telccommunle&tion.s 
service 10 low·iDCOID<' c;nsaornm" by February IS, 1999.' For the purpose of this leg)slalion, low­

income c:ustomc:rs are thole wbo qu&llf)' for Florida'• UfeUnc Assisr•D« f>roanun. The propm is 
dcsip!Cd 10 clefi'ly a portioo of the c:oa of ldepbooe ICMce 10 low-income residential c:ustotDCTS. 

The e.n.imllc of the amount of suppon ocecu!!y 10 provide residen!W basic loC4J 
tclccommunicatioos ICrVi« 10 low-1ncomc customers i.J alilol:tion of !!lc nwnber of eli albic households 

and the fimclina level required. The eUa!b!lity srandards for lifeline AssiSWICe in Florida Include 
participation in any of the foUowina procrams: Medicaid. Temporary Assi~~anc:c 10 Needy Families 
(TAN F), Supplemental Security Income (SSJ). food swnps. Federal Public: Housina A•sist•D« and 

Seaion I , or the Low-locomc Home EocrJy Assi~~anc:c l'roJram (l..JHEAP). Thus. the major wlc of 
this stUdy was 10 c:srimare tbe 1oD(aJ mmbc:r of bouxholds wbicb aarently participesc in atlcasl ooc of 
the six qualif)ina PfOili'UDS. Each Ufd.ine A nist•noe auber:riber c:um:ntly rec:civcs a !OW of S I O.SO 
per month in Ufdinc millmT. includina $7.00 in federal lifeline lll.ppon and U .SO In IM!4tiDa state 
auppon. Thttefore, the esrima•e of the annual amount of awe 11rppor1 necessary to fund Florida's 

Lifeline Assisrance proaram was bucd oa S3.SO per hou.Jebold. per month. In addition, a r-rojec:tion 
was made of the ml!!!herofeliJiblebouxholdund the related suppon amount for 1999 and 2000. Da1a 
used in this lllldy was oloehwd liom CIICb of the stale and fedcr.l qcncies responsible for adminUtmn& 
the 1 i r .. li"""qualifyina programs. 

BACKOROlJNP 

lifeline assistance is pan of the federal Universal Service proaram that is designed to enable 

low-income residc:ati&l c:usiDmCn 10 alford baic monthly loc:altdepbonc service. Acamlina 10 the 
Fcdcral Lifeline proCJml. swcs thai provide ma~thina fUnds may sc1 their own cliaibility SWidards. 

Eligibility JWid.uds for swcs which do 001 provide m"ch•na fUnds are delCITII.ined by the Fcdcnl 
Communications Commission (FCC). The FCC' a default cliiJbility SlaDdards include participation in 
any of the foUowina prosriiiUI: Medicaid, Temporary Assist• ON 10 Needy Families (T ANF), 
Supplemental Security lm:ome (SSI), food stamps, Fcdu.l Public Hotaina Assistance (including 

Section 8), or the Low lnc:omc Home £ncray Als!JiallCc Proaram (UHEAP). 

'Oiopltr 91-277, Section I, (4Xd). 1..aw1 of Florida. 
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Siou tile paaec of tile Telecommunications Act of 1996,1hc FCC lw increased lhc amount 
of available fcdcm Lifeline suppon. Based on the new FCC Lifeline plan, a Lifeline Assistance 

subscriber rcctlves a monlhly c:n:dlt of $3.50 for the subtcriber line charge, whether or not the state in 
which the aublcribc:r resides pertkipi1CS in the FCC Lifeline plan. All additional $1.75 of federal 
I jfi:(jrr ..;...,.. is povided 10 Lifeline subxribm in those JWeS which lldoplthe FCC Ufelinc plan. 

wilb not~~~eu • hhcrequired. Ho-. in lhoJe .wa which qrce 10 match the federal funding. the 

FCC IUihorUa an ldditioaal so per=~~ of the swe ma1china fund, up 10 St . 7S in fedc:raJ support. In 
odlc:r words, abKzlt a swe DWdl, SS.2S (S.3.SO + $1.75) is !he maximum Ccderal support available. If 

• a stAle provides ma•ohina suppon ofSJ .SO, Ihen the maximum {ecktal Lifeline support will be S7.00 
(SS.2S + $1.75). locludina lhe $3.50 of <:UUC mau:hlnasuppon, a Lifeline subtcriber would receive a 

JD0111hly credlt oCSIO.SO (Table 1). 

By Order No. PSC-97·1262-FOF-Tl', issued October 14, 1997, the Aorida Public Service 

Commission (Omnission) ~~doped tbe FCC I jljelint jWOi)WD, t.bercby CX1aldina the additional baJC1inc 

ofS 1.75 10 Lifeline lllbsc:riben. In Order No. PSC·93-()321-FOF· TP. issued on February 24. 1998.the 
Commission ldopced lhe ranainina SI .7S of FCC Lifeline support with 5WC ma•china suppon of 

S3.50.2 With thi1 action. tile maximum amoUDI of support ($7.00 fcdcnlsuppon and S3.SO stole 
support) wu made availablc 10 Flcrida UfcliDe AssistaDH aublcribc:rs. 

The EliaJ'blc Tdec:ommunicatioos c.mers (ETCI) in Florida R>Cdvc rcimbwscmall fllf the 
S7.00 fcdcnl porlion fiom tile 6:dcraJ univcnal service J1101JWD ..tminicrmd by a JUbsidiary ofNECA. 
The Cu1l $10.50 of Ufdinc Asslcriiii"IPP""" oo c:ustomcn' bilb as a c:n:dl110 intrasllt.e ra!C$ for 

Ufeline IUblcribcn. 

Hilloric:ally, tile putlclpelioo level in Florida's Lifeline Msist&occ Proaram w be:n low. In 

1994, tbe firll )'Cir of !be Florida Ufclinc P"11'1'W- thcR ~ 61,442 Bell South low·incomc customers 

particiJ*ina in Florida's Lifeline JIIOiiliill. (Tbc other Florida LECs did not offer Lifeline untill11e 
1995.) By 1997, J*ticipGioo hid iocrcucd 10 133,664 hol•vbol~ A ru:cn~ da1a request rcvcalcd that 
as of December 1997,1he p&rt.iclpetioo level was 130,664 hoUJebolds. By July 31, 1m. the number 

had dropped 10 129,396. 

Low Lifeline subscribcrahip levels may be due to a number of factors, includina a low number 
of eligible houxholds, a low puticlpllloo nile for ell&iblc hoUJeholds, or a combination of both reasons. 

The low plttl.cipatioo me for cliaible houleholds may result from a lack of lcoowledie of the Ufclinc 
pro~ on the pet of either the low-income cu.stomcn or !be 5WC ~ies that edminjp,.,. the 

qua1ifyina P"Oilaa:us, or possibly !be n:h'dlncc oo the pet of 1001e low-income CUJtomerS 10 partidpa~e 
in wba.t lhey may pc:roclve 10 be anotbcr wclflre prosram. 

'A _,-~ ~ ,. ,... to piV¥Ide m.ld!"'a ,...,. ond bow mucb ro macch, bul l.be SO pcr<cnt 
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f<dcnl - ....... policy "'Clf'llld • s I " Ill Ollw _., If ...... Lift I-OUI!tn'hd.!C!O " pulU !llu SJ.SO, lilt I 
pan1ot1 ..,... SJJO will,... p< "'1 foclonl m....., Tho SUO ,.... CC!Oin'bulloo wu alabllsbcc! by l.be Floricta 

PllbJlc: Servl<c c-mbaloo lA ~'No. ~F'Of· TP, ISIUOd fcbntM)I lA, 1991 
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As a retult of the low sublc:ribcnhip levels in Florida's lifeline JliOiTIIIII, th~ Florida Public 
Service Commi&sion adopced expanded eligibility criltria in its Order No. PSC·98-0328-FOF-TP 10 

replace AFDC with Temporuy A.uiJunce 10 Needy Families (TANF),and to include Federal Public 
Pousina Assii!I!!Ce aod Section 8, and UHEAP.1 In addition, the Col'llllliuion entered into an 

lnt~ Apcmau in March 1998 with the Florida Ocpeluneot of Elder AfJaiJs. the Florida 
Dqctment ofailldren aod Families. aod the Florida Depanment of Labor and EmpiO)''Illcnt Security 

to edUCIIIC ~about the availability of the Life!~ JllroiPIIIL 

TABLE 1 
UFELlNE ASSISTANCE FUNDING 

S 3 .SO Baseline fcdaal LifdiDe support 

+S I .ZS Additiooal bueline federal li(el~ suppon if state adopts FCC lifeline Plan 

S S.2S Total suppon available without any Slate c:ontribulions 

+S I .zs Maximwn ldditiooal fcdctal suppon available (up to SO% of SlAte suppon) 

S 7 .0\.1 Maximwn fcdaallllpport available 

+S 3,59 Stw support occdcd to mewjmjzr fcder'allllppOI'I 

$10..50 Total U!eliDe n .pponavallabk to Florida u of April, 1998 

Source: OMtlooofComnam......_ 

MEJJiOOOLOQY 

The cunen~ rroount of l&&te match.iDg suppon for lifcliDe ~ is Sl .SO per month. 

pursuant to Order No. PSC.98-0328-FOF-TP. The sulntantive ponlon of this study deals with 

c=s~imating the number of low-income households wllidl qualify for the Ufeline Assistance pro11Ja01 in 
Florida. The IUII.i&btforwanl multiplication of the state matdling amount of $3.50, times the number 

of eligible boWICbolds, wiU yidd the estimated amount of monthly suppon nccdcd to fund Ufeline in 

Florida. 

Comminjnn statr aolic:itecl Pf'Oii&ID paticipation data from those state and fcdenJ aacnc:ies that 
administer the six Life1ine-qualil}ti Jlii'OI'&IDS- State liaison qencies exist for each of the fcdcn.J 
progJ1111U execpc for the Public Ho!IJiQa Pro11Ja01, which iJ ac!mimwred by the U.S. Dcpanment of 
Housing and Urban Dcvdopment (HUD). Ia Florida, the Depanmcnt of Children and Families (DC F) 

"l'hh.,...... - ~ l'lfcm4.., u • Ald .., F•llocs with DcpcDCicDt Cbil4rra" (AFOC). foclrr&l 

•tlfrc rcfomu repl.tccd AFOC widl TAI'If. 
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administers the food swnps, T ANF,' and non-SSI Medicald programs and the Agency for H...:lth Care 
Administration (AHCA) edministm lbc SSI Medicaid program. The Florida Department of Community 
Affaits (DCA) ac!mjnium I...IHEAP. 

J.nitialty, the number of euneot Lifeline-eligible households was going to be estimated by 
aucmptina to collect the most updated program ~ipient dalll from each of the six programs. Da111 
regarding recipient addresses was requested in an electronic formal so !hal the daUt could be matched 
electronically to identify and cljmjn11e duplicate households, using identifim such as add.rcsscs and 
Social Security numbers. Tbe lddzess-llllldling process was expected 10 result in an accurate estimate 
of the number of eUg~ble UfeliDe household>, without duplication across the six qualifying propms. 
in addition. the agcocies were requested to provide household da.ta, mthcr than individual or case load 
da.ta, since Lifeline mistaOQC is provided to households. 

IJl order to &ocilitare this task, seYcral preliminaly steps were taken. Pbene calls were made to 
each of the state and federal aacneies 10 oblllin fundamenW infonnation about the qualifying programs 
and theavaillbilityofthenquired da!a. Mee1inas were held between Commission st•ffand each of the 
agencies, with lbc exc:c:ption of HUD, to pin a better Wlderstaoding of the way their program data are 
mainUtined and manipnlwd. Dm requests were lhen sent to each a&et>CY as the offic.ial means of 
coUCCiing the requested da!a. Phone calls were made, where occessary, to clarify the data request or to 
m.aU follow-up iDquirle$ repnllng late or miuing responses. 

Althouab llllllyzmg all of !he aaeocics · participant ~ dala sets collective! y for multiple 
OU!lfl'el!Ca of putlcipl!ll idartifiers could not be penonned, each agency was able 10 perform such 
analysis wi!hln its own prof!71llll5 and accotmt for each participant household only once. Tbe DCF 
eliminaud duplirste J1111ici1*11 idcutific:n both with and between the MecUcald, food stamps. and T ANF 
pllgiams. IJlllddition, the DCF eliminaled 6om !be resulting household dal.ll set any bouse: hold which 
panicipoled in SSL Tbe AHCA identified the total, unduplicau:d oumber of households panicipating 
in SSL The m.tmberofpmtjcipllll!S reported by both the DCF and the AHCA provided the panicipation 
ICYel for four of the six Ufeline-qualifyina programs, without duplication of households. 

HUD peafYimed an eddress-matching routine of Public Housing and Section 8 recipient 
bouxholds with T ANF lllld SSI mcipieut bousebolds and ebmln.ud duplicate bou.sebold counts. While 
lba!IIUIJlber ~II comains IIOillC level of dllplication between Publi.c Housing/Section 8 households and 
lbe households reported in the olhcT thr= proan.ms (Mcdicald. food stamps, and UHEAP households 
not m:civing TANF or SSI), the number of duplicate households is beli~ed to be negligible. F'tnnlly. 
oo edd!ess nwchina was possible for LlHEAP ~ipient households against any of the other five 
programs. nor was it poSSible to make a precise statistiCAl infereoce of the proponion of UHEAP 
recipieo!S pllticipa!ina in any of the other five programs. However, a besl-guess IWU!Option was made 
in order 10 lppi'OXimatc the appropriate number of LIHEAP households to be included. 

'IJI Ftctldo.. T ANI' iJ rcJmcd to u tbc Worli: And Olin Uo<>omic S.tr·wfficicn<y (WAOES) P"''f"m 
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An e.trort 'I'! 'liS made 10 obtain projected proiiJIIID pllticipatioo data fw 1999 and 2000 from the 

agencies. AJihougb the agencies did provide IOIDe projcetioos of program ~cipant srowth l"l1eS, they 

did not provide sufficient participant forecu~ data necessary 10 develop a precise: forecast of Ufdine· 

eligible CUSIOIIlaS in Florida fw 1999 and 2000. Some of !be programs, sudlas UHEAP. ~based uo 
the availability of fcclettl flmdin&. which may change in the furure clcpc:nding upon lcgislalive 

~ HistOrical JXOIIlatD pcticipuioo dal&, IISSWIIptions regarclin& conversions of case load data 

10 household data. projcded propam panicipllioo. powth rue data. projeC'Ied unit caseiOid. and 
bousebokl data provided by the -acncies were used 10 develop projected household pL-ticipalion lev~ Is 

for 1999 and 2000. 

LEGAL MHNICA.I. AND ADMINJSIRAJlVE ISSUFS 

Sc:venJ issws rmapd cluril!a the cilia eollcdion process which added 1 JOUn:e of potaltl&l error 
10 the qualifying bouxbold estimation proocss. Fil'll of Ill, the legiJ!ation is silent rqazding the time 

frame for estimaliog orpojcc:ling tbc Ufellne program support requircmcnu. This is imporunt bceause 
the participation levels in each quallfYIII8 program do not mnain coOSWJt over time. Therefore. we 

requested both CWTCD1 and projected data from lbc aaencics. 

The second issue involves the ways in which the Vlrious aamcies maintain and format their 
pJ.tticipant da1l. Mazi111 tbc dmt.,.., of lbc different programs in order to identify and d~te 
duplicate boiiJCbolds is difticult. and in JOIIlC cues even impossible. Each aaaxY admioisterina the 

qualifying programs maimalns ill recipient d•"t..se for itJ own ~ent or budget purposes. For 
example, AHCA maintains Medicaid proiiJIIID participation data by individual cue or caselmod, rather 
than by bou,.bold J&tic:iplliou. Other .,.,;e. maintain program pasticipatlon data based on household 
uniiL Convertlna all program panicipllion data iniO Rdpient household data is time-coosumiog and 

burdc:momc, Iince addr:a infuno!ftion owy not be available or may exist only in wrillal. no~lectronic 
format. In .ddltkln, evm iftbc data arc 11111iot•i-' in cleC'Ironic fOtrDII. any one: qualifYing propn's 

elm formal may be hw • "'&••ible whh IOOiba'L The FPSC relied on the aamcics 10 provide the nwnbc:r 
ofbou!cbolds,as oppoiCd to individuals or caseJOIIds, panicipatiog in the proSJam(l) they administer. 
In addition, we rc.lkd on certain qencies, such as DCF, to identify, 10 the extent possible, those 

households participating in mOR than one qualifying proiiJIIID. 

Third, even if e8Cb of the qeudes Mel propm recipient data which ~d be technically 

merged foe ~ pu:poiCS, tbcrc IR often confidentiality requirementJ "'hich prevent 
release of the da1l. Avncies UJUally have little difficulty in providing 1 IOial nwobc:r of reeipientL 

Howe-.u, 10 run camp........, 1ectpic:ol addr- -•cbes in order to avoid double-counting of qualifyina 
households requires qencies 10 release confi4tnti•l recipient dal&, such as names, IOcial IICCW'ity 

numben. or addresses. A&I:Mies ~ uoda11aodably reluctant or unwilling to share data In 
cimaJlSWICa where tbc legality of IUch Ktloos is questionable. Tbe confidentiality Issue SliDds as a 
legal hurdle 10 the task of elimioatioa rKipicnl dupUc:atlon ac:rosslbc six qualifying JXOaiMIS. 

The foWih issue CDCOI.!III.eftd durin& the Ufelioe swdy is the limited availability of aamcies' 
resources and pmonncl10 1espo.ld 10 Commission JI&Lfa data requests. The adminiltrative qenc~a 

·IS· 



~ dcalinJ with ialcma1 dc:roands which. in JOmC insl.ancc:s. prevc...tcd them from responding in a 

1im~.ly &.shioo 10 ow data requests. In addition. because of 1M time constnint plac:ed on 1M agencies 

10 ptovidc the rcque:siCd dala, their rcspontc:S wa-c not as complete u they miabt have been, given more 

time lO respond. 

DIE fiNDINGS 

ESTIMATED NUMBER OF CURRENT E.UOffiLE UFEUNE CUSTOMERS AND LI.FEl.lNE 

SUPPORT 

A ~ model of the boaxbold partidpllloo inlen'Ciationships bc1\ooan tht Lifeline· 

qiWlifying proariiDJ i.J depieud in the Venn ~ below. Obviously, climinallon of multiple 

occw•encc:s of partldJ*in& bowcbold idcntlfim, such as ilddtcssc:s and SociAl Security nwnbm. is 

a major issue wbcn tryina 10 sum the number of patic:Jpatina households in these programs. 

/ 

Poteadal Overlapplaa BouHbold Partid pado o 
Amoaa the LU'eUoe Qu.wytaa Proaraau 

TMCF 

tmr~ 
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The laU!t of elimiruuina duplita~e bo~Uebold participation idcntificn is rqmscntcd In Table 2 

The fil'll coiiiiDII idcruifkli the qency 111&1 administers the ptOSriiD. The ICCOIId column identifies the 

~•). The third column iDdic•tes the esrimou•l IDtal number ofbouxholds aumltly panieipatina 

In proaaacru w!minlpmd byeldl aw:ney, without duplication. for the prosram in question. Elimination 

of duplicatt ideml.6cn within a JX'OIPWD is oe<:eUII)', since sometimes a sinaJc pt'OIVIDl may have many 

sub-p.VjplllliS, aDd bousebolds may participa~e in more !han ooe su~. The foW1h column of 

Table 2 o ... ;. d the c:oriD!I!!tw!, Ullduplicalcd number of bouxbolds pll1icipllli.na in a Ufeli.nc-qualifyina 

pf'OIIJ'Illl. This esrim••e Jt)KUQltJ the moP cuntlll prosram participetion dala aV&Jiablc from the 

•aeneies. 

TAB.U:l 
1991 ESTIMATED HOUSEHOLDS EUClBU: TO RECEIVE 

LIFELINE ASSISTANCE IN FLORIDA 

AclmiJlbfaiq Total UDdapllcatcd 

ApKy Webe-Qw.aJifriDI Prosrs- Hoi!Kitolds Hot&KboldJ 

DCFandAHCA Tocal Medicaid, TANF. aDd SSI 627,437 627,437 

DCF Food Stamps 417,360 so.soo 

HUD Public Houslna aDd Section 8 1Sl,l78 103,341 

DCA I..IHEAP 69,999 1!,ooo• 

Tolal leH~H&MholdJ 816.178 

Allau.l Wdiu Sappon S34,113,6i6 

· UHEA.Pbl• bal&tl .-I" ~, .. it~inoct.pOI'Im~& iaaa~~niKd to be SOt.. 

As shown in Table 2, we e:stimaaccl that the total number ofWlduplica~ houxholds c=lly 

pazticipatiaa in Uftlino.qualifyina )K'OII"&&IIJ is 816,278. (We adcno·.vlcdi¢ the potential for an 

unbown, but rtlali\-e.ly small, pm:ent&i¢ of error in Ibis estimale.) The esdm•tcd 11111ual &iliOWII of 

swe aupport required to fund Ufeline Assistance,ll the CWTCDI flmdina IC"VCI ofSJ.SO. is $34.283,676. 

This estimate Includes all bouxbolds which qualify for Lifeline AsslJwlee. 

As of December 31, 1997, only 130,664 howdlolds out of 816.278 quallficd households 

subscribed to UfcliDc AssiAancc. Thus. Florida howdlolds lhat subtcribe 1.0 Ufeli.nc A.uiSWICC 

rcprcsentl6 pcnlent of the Florida households estimated 1.0 be qualified 1.0 =cive assiSWICC. 

Medk«UI. DCJ' tepoitcd 320:J76 boUJeholdJ p.rucipetina in either T ANF or Medleaid, but not 

SSJ, dwin& August 1998. DCF djd DOC include nuniq home recipiaus. sU.ce Ufclinc AJsistance is 

nonnally not povlded in m.niJla home &clllties. AHCA repoi1Cd lhat 306,461 households =civcd SSI 

benefits in August I 998. Tbc sum of tbese CWO amounts (627,431) tcpuo:nrs the IDtal number of 

wldupllcatcd bouxholds pertlcipetioa In Medicaid, TANF, aDd SSI. 
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Non·SSI Medicaid, including T ANF 
SSI Mcdlcaid 
T ocal Medicaid' 

320,976 
306.461 
627,437 

FolHI Sturp1. DCF mainlains lbe da•abese for food stamp m:ipicnlS, which totels 417,360 

households. HowtVa", OCf dctcnninc:d thlt only 50.SOO of these households do DOt receive some other 

type of Medicaid asslJ~anee. Therefore, !be undupHcated number of food sump households Is 50,500. 

/Wile H~ .M S«<ltHt I . The HUD reponed I 51,178 households panicipeting In Publ.ic 

Housina or Section I piOIJams during July 1998. In ol'lkr to ~ lbe problem of duplication 

between these IDCI other Ufdine.quahfying programs. HUD provided pcrcenta,ge estimates ofPubHc 

Housing and Section 8 household palticipation in other pubHc assiJ~anee procrm~S, "'ilich primarily 

include T ANf and SSL However, some Jllllll amount of duplic:adon may n:main bc:rwecn Public 

Housina and Sec:tjoo 8 houtebolds IDCI Medicaid scncnl assistance programs. HUD "''liS not able to 

determine Ibis amown of dnpli<:atioo. 

Table 3 conlains lhc HUD dm used to estimate lbe number of Public Housina and Section 8 

hou.scholds that do DOl receive other public assistaoo:. The estimated number of unduplicated 

households panic:ipatina in PubHc Houslna and Section 8 propms is I 03,341. 

TABL£3 
1,. ES11MA TED HOUSEHOLDS PARnOPA TING 
IN PUBUC HOUSING AND SECTION 8 PROGRAMS 

n-ltolcb % Ho-IM*Sa 

P•blk Hoelbla ud Toul a ......... ou.., R.ocdll1wa 
Sectloe • l'rop'a8l Hem tntds hblk Ott.rhblk 

AJArtatOce ~-
Publie Housin& 43,.152 18,418 42% 

Cettitlcms lftd Vouc:bcn 66,596 23J09 lS% 

Projcet-Bucd SecboD • 40,730 6,110 IS% 

Total Ho• .. •hllls 151,.171 47.1)7 31% 

UINI•plat.<~ 
BHMIIolcb 

25,434 

<I,:'R7 

•.1·20 

I OJ 141 

•Some tcU.Il MIOWK of cluf" • • ~ ..... -~H ..... ond s..- I.__ ond 't<d.aold ,._., 

oos~-..._..,IWD_ aotoblooo dill-of~-
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'Soa:tt MedJcakl rcclplcal boottct.o!da do liCK have ulcphcnc tcrVi<r u o mull of diliCOMC>Ctlon (Of notl· 

poymat~. lbac hout<b.lda ore ID<W 1D sWI"a «#imerc of UfrlJ..llpbk boascbolda, Ulcc !bey ...,tinuo to I 
meet 11M muril cnbllabod lot Ultllao qualillcadca 
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LD:IEAP. UHEAP repocled 69,rm households receiving assiS~aDCe in Florida in 1997. Actual 

monthly data for 1998 waunavailablc.' Ourelforu to eliminate dupliC41C identifie.B of those UHEAP 
households which participlle in other pi'OII"'DlJ wm: un.suc:cessful for two prinwy reasons. Fim, 
Florida LIHEAP Admi!USII'IIOI' Robert Lakin int!ia!!od that recipient address information is confidentiAl. 

Sccood. UHEAP hu oo CiCJIIml da!!t.ete for UHEAP particlpaou in Florida. lnsleed, 32 field offices, 

involving IIDIHflililled, C009' rarinaljlaiQcs or govcmmenu, maintain data penainina to lhc llHEAP 
program. The field offia:s often do not majmajo their lJHEAP recipient data in clcc:tronic format. 50 

that cenualiztd deposit of recipicllt ioformation is DC'I performed. The field offia:s report their tocal 

number of panicipenu to DCA.' For tbeiC n:uons, households partic.ipating In both llHEAP and one 

or more oftbe other qualifyioa JIIOII'IIIIS eannot be identified. 

Because of lhc low-income criteria for All Ufelinc-qualifying proJif'IIIS, including UHEAP, 

there may be uii!Di6cxtr ponioo of !be IOial mm~berofUHEAP pPnicipenu wbo abo receive fimdtna 
from ooe or IIIM'C of !be ocbcr JIIOSIIIIDI. lrkina any pm:iJe mecbod of dctcnniniog !be amount of 
duplication. we IDIIdoc a simplifyiDa -mptioo that half of 111 UHEAP panicipents are active lo at leas~ 

QDC of the other proanms. Thus, lbc FPSC csdmetcs that cwte~~tly 3S,OOO Florida households receive 
only UHEAP As1iJtance and DO other propam fundlna or assistanee from lhc other five prosraou. 
With lhc Wldersuodlng that this Jimpl.lfyina assumption may result in substantial error in the estimate 
of the number ofunduplialcd lJHEAP bou.vbnlds, this error is miliptcd by the fad t.bat UHEAP In 
tow rcpres.:nu leu thm 10 pacent of 1IJ ~Ids which qualify for Lifeline Assistanc:c in Florida. 

ESTIMATED NUMBER OF FlJTlJRE LIFEL.INE-F.UOIBLE HOUSEHOLDS NSD LIFEUNE 
SUPPORT 

Input from OCF, DCA, and HUD, u well u Information provided by the Division of Economic 
and OeinosJapbic Rt:xarcb (EDR)oftbeJoiat I qis!arive Manl&cment Commill«, was used to project 

the number ofbowebolds t.bat may be eliaible to rec:eh~ Ufetioc A.ssistanc:c in 1999 and 2000. 

Florida's Mcdic:ajd mroUmcnt is expected to inause about S.6% In 1999 and about 2.SYelo 
2000. Then: fore, we projected Medicaid enrollment of 622,S74 in 1999 and 679,138 in 2000. 

Accoldina 10 DCF, tbc ""'Dber of florida bouJcholds participating in food stamps will dccrc&5e 

by approximately 1.7% in 1999 and will Nnhcr decrease by approximately 1.1 %in 2000. Therefore, 
we projec1cd bowcbolds panic:iJ*ioa In !be food swnp program :.0 be 49,641 in 1999 and 49,09S In 
2000. 

"De A rnalntaw onnuol, but 1101 mODdlly, UHEAP pvllcl,-don dau. 

·~to lbt DCA I..IKEAP proe:nm otllce, tile LIHEAJ' I\IDds ore pro•klcd dlnctly 10 aiC1IY "'"">' 
c:cmponic>, wbkb iD tw11 credi1 UKEAP ~ - H..,.., DCA rc(med .utr 10 lhe a1C11Y lllilay 

componit- • pocGIIial dial .....,. b-UHEAP ...... llow"'"'• upco inqulty. lhe "'lllty componlesi'CJj>CIDdcd 

dill lbcy cahcr did 1101 bow tudJ '"! •e wailoble iD a r- dw coWd be radily u:cnacd •k<Wa.ic:ally &om 
lbcir cuszomcr """"'"'or dwy could oeJy do 10 ~p .....,.., alpifiCIIII PfOII'MIIDbla ........,... 
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HUD IWcd that it expectS approximately I ,000 additional Florida households to participate in 

the Section 8 certificate and voucher propms in each of the next two yean. HUD f\u1hcr stattd that 

it ex~ no cbanp in participation levels for &D)' othcT Public Housing and Section 8 JX0S1M1S. The 
proj~ particiJ*ion in Public Housing and Section 8 progranu is 104,341 in 1999 and 105.341 in 

2000. 

DCA did not provide explicit projection dala for UHEAP participl'tion. Howc~r. Florida 

UHEAP Coord.inasor Robert Lakin indi~:a".ai that UHEAP fwxli.ns bas maintained a ~-cl of Sl 3 
million to$14 million in recent~ Assuming thil funding 1~1 does not change significantly during 

the next two yean, LlHEAP household participation abould not change significantly. Therefore, an 

estimate of3S,OOO boux.bolcla wu used for 1999 and 2000. 

TABL£4 
PROJECTED HOUSEHOLD PARTICIPATION 

IN UPELINE-QUALIFYING PROGRAMS IN FLORIDA, 
1999-1000 

UadDplkatcd Bo11Kbo14a 

Ul~. J>rovaas 
1999 1000 

ToW Mcdkaid. T ANF, llld SSI 662.574 679,138 

FoodStuDps 49,641 49,095 

Public Housing 104,341 105,)41 

UHEAP JS,OOO JS,OOO 

Total Lildbte-Ellalblc 851,.556 868..S7.C 

Aaaual UlcliDe Support S35,765,35l S36,AIO, l 08 

M abown in Table 4, the projected number of Ufcllne·digible households m Florida for 1999 

is 8SI.SS6. Ulina the c:urrcnt .we 1\mdini level of SJ .SO per bouxbold, per month. the projected 
annual amouDt of 1Upp01t ~to fuDd LifcliDc Ani~tance in Florida in 1999 is SJS,76S,JS2, 

assumina all hoUJCholds that qualify for such assistance receive it. 

The projected ownbct ofUfcline-cllsible households In Florida for 2000 is 868.574. Usinalhc 
cum:nt state fUndina level of $3.50 per household, per rnonth. the proj~ amown of annual support 
required to fimd UfcliDe A aisunce in Florida in 2000 is $36,480, I 08, UP•mina all households that 

qualify for such assistance receive it. 
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FLORIDA DEMOORAPHlC ANALYSIS 

Ac=rding 10 lbc moSI updaled EDR demographic Information, Florida 'a toiAI population was 

14,712.922, as of April I , 1997.1 Acc:ord.iQ& to lbc U. S. Bureau of Census, 14.3% of Floridians, or 
2.103,948 people, were liviD& UDCic:r lbc fcdcnl povaty line in 1997! EDR aiJo estimaled thatlbc 

average boUJCbold lize for plrtic:ipustS in tbe TANF rqular ~ is 2.S96 pmoos per bousthold. 
Based on this dall. we Mrim11cd thai tbe mgnhcr of Florida bouxbolcls livina under lbc fcdcnl povcny 

line in 1997 was 810,458. 

Our estimate of 1998 Florida Ufe~IJgible hoUJeholcls (816,278) is I 0 I% of the estimaled 
number of households living under the fcdcnl pove:ny line dwina 1997 (8 I 0,458). These data indicate 

that the majority of impoverished households in Florida qualify for Ufelinc assistance. 

>n.. us. a..-orc-a pnMciD 111o wcnac pa .., or poop&< Ia povcny 111 1m. 1996. aiOd 1997 
(ot cacb >Uie. ftttp:/!Www.c.auu.I.JOVIbMtlpovcny/poYu1y97/pv97-..html(vWI.od oaol>ct l6, 1991) 
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CHAPTER W: PERMANENT UNIVERSAL SERVICE MECHANISMS 

On II:YCI'8! previous <Q ""'"'{in~. in !he ~bcr 1996 rcpon. UniymaJ Sroice 
in f1qj4e IDd in lbe OxnmiSiion's 1997 anouaJ rcpM oo lbe swus of local crcnpctition) lbe Florida 

Public Service Commissloo bas addressed itself 10 "''bctbcr 1111 explicitly fundal univcnal acrviee 

mechanUm is oceded and, If dccmcd nccessazy, how such a mcclw!ism should be implemented. 

Much of lbe IIIIT8!ive in lhiJ chlpccr rcila'aleS and builds on lbe maj« themes and conclusion.• from 

lhese prior doc:lt!!IM!ts 

WHY UNIVERSAL SERYIC£ fUND(NG MAY BE NEEDED 

Univcnal JC:rVice polley tJwiitionally has focused on two eencral principles: availability and 

affordability. Prior 10 lbe 199S revisions 10 Cbapler 364, lht. availability of hia!Hiuality buic local 

sc:rvice wu cmurc:d by requirinc LECs 10 provide xrvioe ~ut the aeographie area over which 

!hey were , ·vco cxcllllive JI'&1US of authority. Allhouah IIIOSl LECs have DOW opCed for price cap 

rqul.ltion llld local courpctiti\"e =ry is allowal in !heir territory, Section 364.025{1) requires them 

to rcuin thiJ wearricr of last resort" responsibility until Januuy I, 2000. 

Afl'ordability was reeli""" primarily by the pricina of QIStomcr aeecss 10 tbc: network and 

local usaee oo a bn11od, flat-rwte bais at a price le"VCI thai is oftm areued 10 be below tbc: cost of 

providine !be JC:rVice. UDder r111e of R:WU rquWion. ra1es in tbc: qgrep~e were act to &cncrate a 

revenue require:man 10 cover a compuy'• ovcraJI cosu and return on investmcnL In tbc: cue of 

residential local service, which was m.idually priced, tbc:rc wu lirtle concem wbether tbc: rates thai 

were establlsbcd coverod lbelr ISSOCl"cd costs. HJJ10rically, additional support has been reeei vcd 

throuah the pricina of ocher KrVioes, ootably lone distance, access and vaUuJ xrvices, 11 r.scs 

substanlially aboYe COli, lhcl'eby ~~~ IUppor'l for buie local KfVicc. Allhough many Florida 

LECs have ehosm price Clip rqulatioo, their basic local xrviee mes are Clppcd 11 levels thai were 

set under a rate of rewm rqime. 

Under a mooopoly, rate of retum environment, pric:in& lOCAl terviee in thiJ IIW\IlC1' w:u 

sustainable, and often COII.Iidcrcd desirable public policy. A consequence has been that ~denual 

subscribcrship has achieved 111 atiemely hiah le'VCI. As of March 1991, tclrpbooc penetratioc in 

Florida (tbc: pcn::entaae of bousebolds wilh telephone terviee) b8d reached 93.3%. Thus, tbc:rc 

would be an underiiiDdable rei~~CW~CC 10 tinker wilh aomethlng !hat bu worked. 

Ho...'C\'CI', wbllc !hey llil.l retain CX1rt111C:Iy lar&e l'lllricet lbares. thotc Florida LECs that have 

oplcd for price cap reaulalion also pvc up lbeir swus u the monopoly provickr of local exchange 

service within their 1 CSJ)Cl'tive sa rice territories. M such. the problan 10 be faced b !hat 

competitive entry by CLECs may erode tbc: reva~ue streamS that cum:ntly provide substantial 

contribution 10 univcnal aervice. Wbcrc the LECs' rates execcd COJU, tbc:R is an lnc:cntive for 

c:ompctiiOn 10 llrJel such luc:rativc hiah·maraln JetVieet and twtornen. While the loss or . few 

CUSIOmen is DOl critical, IUfficient crosloo oould oeeur over time to undermine tbc: viability of the 

existine tubsidy arranaemcnL P'l:sawe 10 increuc local rates could IDOWlt, and if rate increucs 
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occur, there eould be a poiCOtial oeptive impact on subsc:ribcnhip. especially among low-income 

groups and in rural and hig!H:ost areas. 

M()RlC)Vef', one ~'OUid expect that local cxcbaQae oompctltors would initially lllgct their cnuy 
in the lowest cost areas, to customers that have the largest overall demand for telecommunications 
services and the greatest ability to pay. For eumple, In 199S during tbe Interim univc:rsal service 
proceeding, GTE Florida DOled tbal less tbllltwo pcrcc111 of itS customcn provided 46 pen:cnl of its 
toU revenues. The LEes ha•~ JRviousiy ci1ed tbc:ir belief that it is in hiahly IX)O<'> nnalcd areas sod 
to such lucrative cu.stomc:n that tbe Cl.ECa will 1ar1e1 - especially f.cilitics-bued compcthon. 

Although the impacts to dale do DOt appear to have been ddrimc::nw oa IIIli venal service, a 

comparison of evidence from tbe FPSC's 1997 and 1998 annual reports on local o:chanac 
competition suppoN the Uxn~ bypoclo oi•ed enuy plliCmS by Cl.EC$. In 1997 CLEC. ICI'Vcd a total 

of 56,160 access lines, 01" approllima!dy .S% of all 8C10C$S lines in Florida. Of this total, 13,857 ~uc 
residential, ttpescnting .2'h 0 1 all residential lines, and 42,303 were b"'inca, ttpresenting 1.4'Yo of 

all business lines. In 1998 total CLEC liDes ta"Ved had srown to 194,142 or 1.8% of all lines. 
H~~. tbcir shalt of business lines b8d loci : ll ~ 10 143,9S9 or 4.3% of bwlness lines, wbilt' tbcir 
residential shalt 1J1tW to SO,l83 or .7% of residential lines. In 1998 CL£Cs had a1 least S'Yo of the 
total acc:css lines in scvcnl of Florida's maj« meuopolitan areas: FL Laudadale, Jac.Uonvillc. 
Miami. and Orlando. 

From this data it is evident that many CLECs ve focusing on the Slate's hiJh-dauity, low· 

cost urban areas, with panicular auai•d• on b11h r CUJtamen. who tend to gcnc:ntc total revenues 
disproportionally higher than tbc:ir number of IICCUS lines (e.g., bccaUM they have higher 
consumption of toll and c:enaln Ya1lcalscrvlc:es). In coll1r'W, it £I'PC&I'S that there is less intcresl In 
serving the residential market, bccall3e of this market's probably lower average revenue per line. In 

addition, around 20% of tbe exdwlics in Florida (primarily nnl) still have no CLECs offering 
service. 

Accordingly, there - potctUially two al·rUk COOSWilCf tee10n tbal collabtS may i&JIO" but 
who may be adversely afi'cctcd by compctidve enuy: low-i.ncotne customcn. and ~..., t'USIOmerS 

who reside in arus where tbe cost 10 aerve b blah- To jA'aefVC the longsundmg goals of 

availability and affonlabi.llry in a cutljCtitive envirotltllCJ•I. intcm:nlion may be Wllnntcd. To CDSUn~ 
ubiquitous availability of universal service, rcsuictlo111 oo ow1tct C1dt by local provHX;n -

WJIITIIIIed.. While Section 214{cX4) of the feden.J Tdcc:ommunicallons ACI of 1996 provides that 

an eligible telecommunications carrier (ETC) may n:llnquisb itS ETC swus in a given area served 
by more than one ETC. It roquin::s lbc carrier 10 provlde advaooe notice to a :!We ccwnmlujon md 
for tbe commission to CI\J\In: othe:r ETCs will ooatlnuc to ICfVt tbe cusaomen of the exitins ETC. 
Further, Section 214(e)(l) aLTORis a Slate commlasion the authority to RqiUn: a carrier to ~C~Vt an 
unserved area. Since the combinllioa of lbae two fcdcn.l provuiom bnpotCS rcuonablc CXJI 

conditions on eligible telccommuolca:lions earners, it dna not appear thai JWe ec:lion is needed a1 

this time. However, to IUStalo affordabUity for low-income and hig!H:ost cUJIOmerS, under cenaln 
condllions it may be appropriate to allow fot cxplicitl\.tnding to providers. in cxchanae for an cxpllclt 
assurance of service to sud! customer aroups at a rate dccmcd aiTordablc by aociery. 
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The next two secnons ccoWD 0\lr rcoommcndatJODs reprding possible inlraSWC suppon for 

low-income cUSlomc:rs, 'llld for providcn sctVing hiab-coSI areas, while the last section pertains ID 

general implemenllllion issues UIOdaLed with implementation of any universal service mechanism. 

!NIRASIATE SUPPORT FOR LOW-INCOME CUSIQMEBS 

BACKGROUND ON lfFE1JNE 

In its Rcpon and Order oo Univcnal Savicc in CC Docke1 No. ~S (FCC Order No. 97-
1 51}, released May 8, 1997, lhc FCC iDdialocl tha1 It was expanding the scope of its Lifeline 

program. with the c:bangcs 1D be efTcctive oo January I, 1998. A baseline fcdcnl suppor1 llllOWll 

of S3.50 per moolh for Lifeline subscribcn is Dt1W available in all ata1e1. the DIJ:trid of Columbia. 
and all laTi torics and pou n iooJ, reprcllca of wbetbcf any imruwe support is provided. This 

N$clioe llllOWll of fedctal support Is IDcrcuecl from Sl.SO lO $5.25, provided only !hat the 1111e 

approves lhc add.ltlooal suppon bcins p&ued tbtollab in inuaswc rates. Finally, !be fedctal 
jutisdic:tion will al50 provide additional Lifeline 111pp01t oqlllllO one-half of any intrastate suppon. 
u.p 10 an additional $1.75 of fcdcnl funding Coosoqueutly, a lOW of $7.00 in fedctal univcnal 
service support can be rec:c:ived for eeciJ.LifdiDc lllblcriber, if a .we provides $3.50 in Intrastate 
support. By way of illiiSilatioa, a siogle-liDe rcsidcnlial CUSIOIDCf in Miami would pay $10.65 for 

lhe access line plus $3.50 for !be subscriber linoc cbargc, for a lOW of Sl • . l 5 (clisrcprding 

mis:dJancous wccs and fees). A Lifeline JUblcriber would rec:c:ive 1 toW credit of $10.50 ~ 

thcK chAr&c; lhus p;~yin& S3.6S (apill ~l!!fi!!a JDIIJCCIJ.Mous taXes and feet). 

In :m order dated OclOber 14, 1997 lhe CommiJsion adopted the Initial $1.75 (for 1 lOW 
Life.line amount of $5.25) bul declined lO 8dopt lhe rmwining $1.75, bcc;ause h was W!Cicar from 
lhe FCC"s May 1997 Uoivcn:al Savice Order wbe1bt.r Florida' s L.ifelinc program. whic.h requires 

LECs to absorb lhe $3.50 swe maldl. qualified u providJna matcltina swc support. loS'ead, oo 
Ocwber 19, 1997, !be FPSC filed a pctitioo wilh lhe FCC, IJCCking cbrilic:alion as lO wbetbcr 

Florida's Lifeline regulatory ITCiliiiC:nl qualified as providina are matdUng for purposes of ~ivina 

fedenll funds. In December 30, 1997, !be FCC releued ill Founh Order on Reconsideration in !be 

Universal Service docket in whic.h it resolved !be subject matlef c:ootalncd in Florida'• petition. The 

FCC responded: 

Consista!t wilh tbc [FCC'•) cartier finding tha1 we sbould DOt prac.ribc tbc methods 
tim states usc lO llcnc:r&IC inlruWe Lifeline support in onler ID qllllify fQr fedual 

suppon. we condod. ';;~t, althoo&b all c:arricn are DOt required ID c:oonibule lO 
Floroda's Lifeline supi)OI't mechanl.sms, Florl4a'a Lifeline program nevcrtbcless 
qu~tllfles as providing intrastate rnatd!ing fundJ. (FCC 97-420, Fourth Order on 

R.econsidcnltion in CC Docket No. 96-4S, Repon and Order in CC DocUt Nos. 96-45, 

96·262, 94-1,91-213,95-72. , 132) 
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By Order No. PSC-98.0328-FOF·TP, iaucd oo Febnwy 24. 1998. the CommiSSIOn modified its 
Lifeline policy so that eligible Aorida coosumcn Clll oow receive the SIO.SO maximwn flmding 
lllllOWll. 

Allhou&b the FCC c:ondudcd tblt Florida· s rqulalory a eao DCill equases 10 providina matd\lna 
funds, they also noted lhallhis policy rcqultea only LECs to conlribult. In its Universal Service 
Order the FCC adopted competitive oeutnlily IS an additional principle to be considered when 
determining universal service support. They cldlnecllhis principle as; 

COMPETITIVE NEUTRALITY - Unlvena.l service suppon mcchanlsms and rules 
should be competitively neutrtl. In this cooi.CXI, competitive neutrality means that 
univenal service suppon rnec:banisms and rules neither unfairly advantqc nor 
disadvan~qe ooe provider over IIIOiber, and neither unfairly favor nor disfaVOf ooe 
technology over motber. (FCC 97·1S7, 147) 

Since the burden of -.rovidin& the intru~~~e ma•china monies falls solely on the incwnbcnt local 
exchange companies, Florida's Lifeline J'fi)8Jam clearly is 1101 competitively neutral . 

Currently, Scaioo 364.10(1), Florida St:atWS, requires that M • • • a telecommunications 
company serving as carrier of WI raon Jball provide a Lifeline Amstance Plan 10 qllllificd 
subscribm .. .. " While the incumbent lECs pucntly arc the carriers of last reson (COLRs) in 
their service areas. Section 364.02S(S), florida SliMeS, allows for an alternative local exchange 
comp!Uly (ALEC) 10 " ••• petition the commlasioo 10 become the u.nivenal service provider and 
carrier of last reson in areas requc:stecl 10 be tcrn:d by that altcmati vc local exchange 
tclec:ommunications company ..• " after January I, 2000. 

An "eligible telecommunications carrier" (ETC) is the notion &IUllogous to a COLR in the 
Telecommunications Act of 1996 (TA 96, or the Ad). In order to receive federal univena.l service 
fwxling. a curler mUSI be dcsigna:cd by a Illite I'UD!!!isAon a an ETC. Section 214(eXI) of the Act 

sates that in order to be desisnatcd an ETC and !hilS 

di&iblc to receive uni\I'Crlll mvice support in IICICOrdancc with section 2S4 . . sball. 
lhrougbout the service: area for which the dcsiption is received -

(A) offer the mvices tblt ~ suppor1cd by Feclc:ral universal service 
support mecbaniJms under -.cion 2S4(e), dthc:r using its own facilities 
or a combination of ita OWII filcililies and resale of another earner' s 
services (including the aerviocs offered by anothc:r eligible 
teJecommu.nic:atlons carrier); and 
(B) advertite the avallabUhy of such services and the ch.t.racs 
therefore usin& IIXlCib of acoc:raJ cllstribution. 

The LECs were desipled ETC. in their exl~tina territorY by the Commission: to date, no ALEC 
bas requested cleslgnatioo IS an ETC. 
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II appt" • tbcre Is a miDor c:onflier betvoun the federal SWUt.e and Fl.orida law. Florida lAw 
requilcs a 1..'0LR to oft'er Lifeline; after 11112000, an ALEC can become lhc earner of WI reso" 
within a givm lrCL However, Scetion 214(eX2) of lbc Act requires that a state commission 
designa•e multiple ETCa in non-rural ercas, M lona as each earner meets lbc SWld4rds in 214( c X 1) 

and doing so Is In the public inlaest. Assuming the iniCDI wu not 10 pm;ludc there being multiple 
COLRs within a aiven &eographic area. perhaps the simpiCS1 legislative remedy il to substitute "a" 
for "the" in Sectioo 364.025(S). 

LIFELINE RECOMMENDATION 

As the FPSC bas .wed in previous reporu. we believe there is merit in eliminating the 
cxistina c:ompctitiYC inequity wbcRby the LECs and their customers absorb the SJ.SO per li.ne stale 

mau:b, by e:xpm:lin& • m\111 fund Florida's Lifeline proanm. Althou&h the abseoc:e of explicit 
state level fundlna of Lifeline may haVe been appropriate wxler rate of rerum regulation. where a 
LEC oouH apply for rate !DcRases if needed, we believe !hal in the long term this policy is likely 
001 P!SIIjneb!c: in 1 o.,...dilive emile. •IJ)M!I Loc:al excban&e oompenies with qualifYing CliSlomers 
could provide 1 ciisproponioclllbare of the sute marchin& fwxls for those CW~omcn.. while 
providas wilb no Li&llne "*'"ICXS would coouibute IIOihin&- The provider savina the IDOSl low· 
income customcn thus would be disadvantaged. 

Allbouab we rec:opizle the merit of eliminatin& the oompctith•c inequity associaud with 
fuoding Ufdlne, the FPSC belieYcs lbal, on balance, the LECs clo 001 currently bear 111 undue burden 
by absorbing the SJ.SO state maid.. We reach this conclusion based on the relatively low program 
sublcn'bcrsbip and thus the rellsivdy llMI.I effecti...: fundin& requirement.. Coruequently, we do not 
believe it is ._...sary to esaNilh 1 flmdcd Lifeline unlvenal service mecbanlsm at this time. 

BcmJte of \be FPSC'a ongoina role a l.bc liCDtY directed to monitor oompctitive conditions 
in the evolving tel««nmnnicaions industry in Florida. we further believe lhalthe Commission is 

"-ell sui1cd to dclamioe if IIIII wben a funded univenal service mechanism t.bou.ld be established. 
Aa::onlingly, the FPSC requc1U !hal the Lc&isJa!ure llfllll the Commission the authority to establish 
a funded l'l'l«hanivn wben the Com.misaion maJces a dctennination that such a fund Is ne«ssary. 

INTRASTATE SUPPORT FOR PROYJDERS SERYINO HIOH-CQST AR£AS 

POTENTIAL NEED FOR HIOH-COST FUNDING 

As dj,.. i c:atlicr, IUCCCisfu! IIIII pervasive oompctiti...: cntty by CJ..£Cs (other than pure 

rae!lcn) may result in the erotion of contribution from hi&h marain services provided in low-<est 
1rea1, !balls currelllly the llJIIIOt of fimds for the provision of subsidizzd services In hi&h<Ost areas. 
Tbe cost of providina bulc local service varies sliiJiilicantJy tbrouibout Florida but is driven 
primlrlly by two Vlrilblca: dcm:ity (typically mcuur:d by the number of tines provisloocd per square 
mile) and disrwme (the lenatb of the local loop, mCMUrc:d from a CUStomer's premises to the serving 
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ccnlral office). Not suzprisiD&ly, ~ urbm III'CaS sencnlly rcflcet high line densities awl relatively 

short loop:', while the cbanlcleriJtics in rural arc:u arc rcvmed. 

M re1lcclcd in 1bc wire calll:r CO$l results in Appendix B. urban versus rural cost dilfcrcnccs 
can be quite cnm.uic. with urban avenge monthly cosu per access line lypitally in the $1 S • $20 

nsnge. wb.ilc nnl..,a-aeiiiOIIlhly cosu per acce$$ line can be in the hundreds of dollan. (In fact. 
cost can vary significantly within a wire ccruer.) However, incumbent LECs' existina rriccs for 
rcsidtntial and busineq c:xcbaoie access services wctC set based on value of scrvic:c principles, not 

based on the CO$l 10 ~CrVC. Under value of cvicc pricina, the areater the number of lines that could 

be called, the higher the access Une raw. A3 e result, the blahest rates arc: clwa~ed in those arc:u 
where, on balance, the cosu 1n1 the least. for cumple, BcUSouth c:urrcntly charac:s c tinaJe-linc 
t..osjness Ctrsrtm«T $29.10 in Rile Group 12, wbicb bas 1 ca1Jina ICOpC In CiXCC$S of 700,000 lines and 

likely Jepesents its hi&bcst linc densities; in all likelihood, this rate c:xceeds 1bc CO$l 10 serve. ln 

coun&SI. BciiSoutb's comparable ra1e in Rate Group I, which bas a callinaJCOPC of a maximum of 
2,000 lines, iJ only $19.80; it is doubtful that this rete coven its cost. 

In addh1on to Jarae busineues Jocatina primarily in urban area~, they tend to generate a 
disproponionate lharc of a LEC's revenues - especially for IUch high margin services as toll, acceu, 

and features. Although cilia II'C noc readily ....uablc at pmcnt, historically toll rcvcnues rouaJtly 

refleeted a 80120 rule: 80% of the revcnues wctC gc:ncnted by only 20% or so of the customers. 

(This is consiSicnt with GTE Florida's c:xpcriCDCe. clted earlier, that less lh&o two pen:cnt of Its 
eustorno:I'S provided 46 pc:recnt of its t.oU revenues.) Thus, if a CLEC successfully lures away low· 

cost. high-volume bo.Pness C\ISUmlen, the ilCI contribution foregone by a LEC could be siiJUficanL 

Altbouab the potclltial for a LEC to experience competitive erosion of Its high-margin 
customcn while rcWni.aa Its blgh-cost (&Dd perhaps priced below-cost) c:ustomcr base is a real 
concern, the Commi.ssioo ba 1101 di.Jc:cmed any IUCb major impec;t to date. In the FPSC' s 1996 

rcpor110 the J...eajslalurc on IIIIMrsal JCJVi<:e, and apjn in the Commission's 1997 and 1998 annual 
reports on the SlaiUS of local competition. we have swed that our research bas indicated thai 

univei'SII service in Florl.da ba 1101 been adversely affceted. A3 antlclpeted, local cxcban&e 
competitive coli')' bas bcal sndual but it il ocaurina, especially for business CUStomers. While we 
have not conducted an cxlllmstive llllllysis of the causes, It is proboblc that the 1btenu to date of any 
impact on Wllvcrsal service may be due to strong underlying growth in access lines and mlnutes of 

usc; while the LECs may be losing some mark.et share. they still have the dominant share of an 

•naeasio& markeL 

In our 1997 11111ual report oo local competition. the last time thiJ Commissioo submined 
comments on Wllvcrsal service t.o the Lqislalurc, we JCCOI1liDCIIded that the Lcgislarurc delay passlna 

IUlivcnal service legislllioo becat* of uncerWnties as to the impacts of FCC ac:tlorts regardlna their 
overhaul of the fcdcnl univenal IC'Vice mechanisms. In particular, the FCC bad indicated that 
beginning in 1999, biab~ fimding for ooc-rural LECs (BcllSoutb. Sprint, &Dd GTE Florid&. in 

Florida) would be buc:d on the di1Tercnce between the cosu doelmnined by a cost proxy model and 

a revenue benclurwit. The FPSC DOled, boM:VCT, that the FCC bad nol sdect.ed the CO$l proxy 
model 10 be laed, bad not Sf"'Citled bow to arrive at the revenue benchmark, &Dd 1101 decided what 
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geographic areas "''OUkl be !he t.sU for funding. Moreover, it was IIIICer\&io wbetber or not federal 

high-cost monies would conlinue to be UJed to offilel in1niSWC revenue Rqulrements and thus support 
local rates. as had beco the ease lllditionally. 

Since then. the FCC bas made JOmC beadway \\ith resp«t to revamp~ its hiah-cost 
mechanism for noo-nnl LEC.. II bas selected lbc cost proxy model that \\ill be used to compute 

005IS. It ret'OilVCDCd lbc Foderal·Stale Joint Board for fwtba c:onsidcnt.ion of certain key issues •• 
most notably, wbelbcr foderal funding would be limited up front to 25% of the diffcmlCe berw"'' 
the model's results md a revarue bendtmark, a&d whether federal fundina would be applied against 

intrasllltc revenue requimDcnts. Tile Joint Board released its Second Recommended Deehion In 
November I 998, md lbc FCC il ,...king comments prior to its i.s.suance of an order on the topics 
addressed in the decision. Of importance to lbc swes Is lbc Joint Soarers md lbc FCC's public 

endorsement of a Mbold bannlcss" provisioa, wbereby under the new funding mechanism no sute 

would recc:i\ • fewer dollars t'- under tbc pOe. nwtwrim~ However, lbc FCC still bas to complete 
the selection of inputs to use in the model, md detcnnlne bow to establiNI the benchmark, among 

other tasks. 

While - bell~ thai my SUtc IC!ioas thai result in explicit intrasWe fundlng for serving 

bigh-coSI arc:u must lclalowlcdge any intcrstat: universal acrvicc 511pporl that Is received, - no 
longer beli~ it is nee "' y to wait for lbc FCC to complete its proecwtina prior to the Florida 
Legislature taking action. We feel r:asonably confident that mough is known about lbc FCC's 

general ~on that lbc prvbeble dfects of a revised foderal program can be accommoda~ 

further, SecUon 364.025, lbc floridllllliva111 ~ $WUtc, presently indl~ thai the l.eJUlarure 
Msh.all esubllsh a pc:rmanc:nt unlvcral service meebanilm" prior to January 1. 2000. Ac=rdingly. 

some le!Pslallvc action (wblcb may or may 1101 result in creation of a permanent mechanism) •P!'C*l1 
required. 

RISKS RELATED TO PREMATURE HJOH.COST FUNDING 

Although (allure to take timely Ktioo by a-eating an explicit hlah-coSI flUid to off~~et lost 
contribution could have an adverse efl'eet on univcnal service in Floridll, premarure funding could 

undermine rncaninafullocal "dwn&t C:OCIIJC'ith-e c:nay. We believe that truly rivalrous competition 
can only occur through lbc use of Ullbundled network clements (IJNEs) and Wollah lbc cxistcncc: 
of facilities-bQcd local oompedtioc. ln clevdopina a business case to decide wbelbcr or DO(, and 

under wbal cooditlons, to enter a mark£1. an mtrant \\ill consider all possible soun:es of revenue. 

For example, if using UNEs m c:n1n111 will compa-e lbc price it is cbarged for 111 unbundled loop 

by the incumbent LEC not jUSI to lbc LEC'a retail loop-based offering, but to !he entire stteam of 
costS and revenUCll involved. Assume thai the CLEC fiiCed a UNE loop rate from the LEC of SI S 

and also bad intcmal costS of $4, for a total cost peT line of Sl9. If the LEC's comp11r1blc retail 

offering wu pric:cd 11 $17, lbcn !he CLEC bas a sborlfalJ of S2 and thus lbcr'C Is 111 insufficient 
margin to justify !he CLEC's bwlnea cue. 
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Ho~er. wboever provides the md user's loop is auuantecd the switdled ~CCCSS revenues 
nssocia~ with that end user's IOU tnffic. lf the CLEC's cost of pcovidina swi"hcd access was 
S.OOS per minute and the ~ LEC ICCeS5 rmc were: $.045, the CLEC could break even in this 

example if hU subscriber generated a combinltioo of jUJt SO minutes of iobowxl or outbowxl toll 

calling. (S2.00 divided by (S.04S - S.OOS) • SO minutes) 

A key compoocnt of my uolvaal xrvioe plan for serving rug)Kost areas is thai it must be 

revenue neutral for iocumbem LECa al the ODStt of funding. For every dollar rccci~ from the 
universal JaVice med!aoism, the LEC m\ISl reduce rmcs 10 as 10 effect a one dollar reduction. Higb 

margin services such as switched aceess, toll, and ~ features arc popular candidates for such 
an off$dting rate reduction. 

Assume thai a LEC is DOC suffc:rina my oct competitivt: erosion 10 any meaoloiful des=. 
!Ugh-cost universal JCl rice fu.odina has begun, IOd switched access rates havt: been cbosen 10 be 

'reduced from $.045 per minute 10 S.OOS. Consider the COiliCquencc:s: CLEC cnlry thai would 
otb:rwise have occ:umd, is stiflccl; the LEC'a cu:upelitivt: posture is enhanced, Iince the eo1ry hunlle 

for a CLEC has been raised; and Iince f\mdlna of universal !letVice medlanisms is typically from 

virtually aU tdcmmm•micatiiJOS ca1icn, a t!z""hle portion of the switched IICCCSS rate reduction was 
funded by caniers other thaD the LEC, includloa the LEC' 1 competiton. 

lo tdd.itloo 10 the poslibility of imJ*U lha1 ~ the pruumed aoat of fostering 

competition. it m\ISl DOC be owrlookcd that the effect of creatin& a universal KrVice mccbaoivn is 
10 incTeasc the costs of doing l-•sioas for some tclccommuoications providers - costs thai will be 

passed on 10 consumers eitbor through explicit cb.vJes or through the rates for the provld<:r' s 
scMces.. Rtp.rdless of the perceived socidal bcocfit of the proaram, some consumers will pay more 

than they do today. In its s-t Rcooton• r 1cd !)rdsioo released on November 25,1998, the Joint· 
Board eclc:nowlcdaed the dellcatc belaocing ICl in eslablishioa a snstajMble IIOIVersal senicc policy 
in a compctitive cnvizoamem: 

The transition 10 a compctitive environment requires us to be mlndful of two 
competing goals: ( l ) supporting biah cost areas 10 that consumers there b&ve 
affordable IOd reasonably oompnble I'IIICS; IOd (2) maiotainina • SUPpDn system that 
does 1101, by its sheer liz.e, CMrbunkn coiiSUO'ICfS across the nation. (FCC 98J-7, , 3) 

HIGH-COST RECOMMENDATIONS 

The FPSC believes lha1 it is criticaJJy impoltiill to dcu:rm.inc ~it is appcopc im to provide 

explicit fundin&. by iclcnliJYioa the coodltions or cl.rcumstancn which should "trigger" funding. ~ 
the agency directed to monitor competitive conditions in the complex and evolving 
tclccommunlcatlons indllltly in Florida.- respect1\llly submit that the Commissioo is well suitod 
for defamin!Da if IOd when funded uoiveraeiiCfVIce mcdlaoiems should be establlshed. ~ suth. 
the FPSC n:quelll that the Jeaisllhln pant tbc Commissloo $WU10ry authonty 10 delctminc under 

what ci~ funded univaal tervioe nwbanivn• 1te warren~. and the CXJnSS authority 
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to c:reate such funded mechanisms If Juch circumstances occur. If given thlt authority, the FPSC 

would Jllopo!IC 10 conduct a fonnal c:vldcntiary bearina 10 rccci~ testimony from affected p:.nles and 

.ubsequently reDder a decision on the: appropri&lc eonditions that sbould uiucr explicit high~st 

universal aervic:c ll!ppiXt. 

PRINCIPLES FOR ESTABLISHJNO AN EXPUCIT HJOH-COST MECHANISM 

Oiven exittina conditiocu. if an explicit univmal aerviu mcchanUm is implemented, the 

FPSC rcconu•......t• that such a mcrbanism incorporalc the: following principles. 

F"sn~,my ~ fuodioa Jbould be poruble, llld leeboologjcally and eompe.titi~ly neutral. 

Once areas 4ccul')d 10 be biaiKoa IR lpCCified and the level of available fwxlin& in a sivcn area 

esrablisbcd, lbe fuodioa Jbould be IIIIDd on • per line bub and ao 10 whomever provides the aewal 

facill~ thai acrves the c:1111omer. RcacUen thus v.'Ould not be digiblc 10 receive funding. 

Scoood, in prior rcporU on univmal tetvice we rerommendcd thai funding be provided for 

a Jinale line 10 a ruidm:e, and no f\mdlna provided for business tiDes. On flutber eonJidcration. 

we n:commaJd that fundina abould be avaibble for both lingle-line rc:slclential and Jinalc-linc 

bmineu C''"omtn. Our decision 10 f\md sinalo-liDc bnsincsscs b 10 avoid ;;:advertently 

disadvantacina providcn of ta vice 10 mlall bmineu Q&llomerS loa1ed in rural higb-cost areas. 

Tbird. OOIIIiJccm with Section 364.025(4)(b), we believe thai the eostllWldard for pcwntially 

funding Joeal exdilnae provlclcn opcnlilla in the teniiOries of the lqe LEC• ahould be the I Yard· 

lookina oeonomle eost Crom a cost proxy model. However, as disawcd In our un.ivcnal Jcrvice 

order on a proxy model contained in AppcndiJC A, both of the: proxy modeb sc:rutinized in our 

pro cc dina bad ddicimcies. As such. funba rdinc:mmu in the: eos1 dctcnninatioo miabt still be 

approprillc. 

Fourth, as rdlec;1Cd in our Order and cbcribed in the INLl1llW)' In Cbapter I, the Commission 

opted 10 JUbmit embedded eost dala for the: IDIAII LECs. as allowed by Section 364.025(4Xc). 

However, in Appendix B we arc aiJO provitJin& for informatl~ purposu eost proxy model results 

foe the tmall LECa. II the: Lc1isJ&n dira:u the ClliDI!!i""oco 10 delt:rmine wbcthcr univmal Jcrvic:c 

hlgb-<-osl fuod.izla lbould be provided 10 tmall LECs II this time, the: Commissioo would need 

clarificalioo from the l..qislawre as 10 what eos1 dll.t 10 ux 10 derive fundina IIIDO\IDIS: embedded 

cost data or eost proxy model resultJ. 

Fifth, we m:oa:uncnd tbal ~ f\mding be based on the: difTcrmce between the relevant 

COSI JI&Ddlrd llld m UfordlbUlty bmdwnert. Howevt:r, there are various waya that ooc eould arrive 

• IIUCb 1 bod" -it. For e• •qol.:, lbe FCC 10 cS.Ie has iodjarec! tbal it inlalds 10 employ • revenue 

h11douark. wbeR lllb buduna: iDdudes DOC just revenues from the buic local rsle but apparently 

abo revenues from IOU, aa:cw llld Wl1ical.eniccs. Altanlllvely, as rec:omn.mied by the Jute staff 

of the: .klinl a-d and which - c:ndca• in principle, a COSI bcn.::hnwic could be establiahed, ~ 

the monthly COliS per line of buic loeal aervice in cxceu of • aiven level -uld be reimbunec!. in 
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wbolo or in pen, from tbe lund. Rtgatdlw of which of these two bait al!mlAtives 111e seletted, 

the FPSC 'IWUld abo consider tbe impeo:t on consumcn' mes as a funroon of the resulting size of 

the fuod. TelecoamnmicatlotU carriers subject to a univmal service USC""'mt will pass on thcu 

IH •at 10 their Cldlomen. Assumin& for disc:ussion piUJIOSCS that h shows up on a LEC's bill 

as 1 pen:entqe JUI'Charae, or a per line amounl it could M\~ the pervenc consequence that it causes 

service 10 become lltl&fl'ordablc for cenain aroups of customers. 

Sixlh, IS DOted above, any net new monies rctcived by a LEC mUSI be offset by reductions 

to rales for existina services, 10 yield revenue neutta)jty and avoid a windfall for the LEC. Again. 

tardW tbouabl would be alvm to the services to be reduced. ao as 1'10( to unduly advantage the LEC, 

or disedVIIItaae Its competitora. 

Seventh, the Commission would ensure that a quid pro quo for universal service high-cost 

fundina be made explicit in the fi.mdina plan. In excban&e for rctcivina explicit high-cost lunding. 

the Cc>mmluioo would cnsurc that tbc recipient provider -arecs to tharvc basic loc:al ratepayers a 

price no JTCIICr than that dccmcd affordable. 

HIO.. ·COST FUNDING: AN ALTERNATIVE PARADIGM? 

In our dlv:ussioos 10 this point ecruin themes c:ITICI'JC. First. we have assumed that the 

scrvioc for which lmivcnal tcrVioc fuoding may be nccdcd closely approximares tl-.: flat·rale voice 

gnKic service delcribcd in CNp<cr 364. Second, we have explicitly assumed that m a competitive 

envitoomcnt. it iJ DO'• "'I)' that tey mel all uniVCTSal service funding be portable and competitively 

and tcchoologleally ncutral, 10 u not 10 UDduly tdvantagc or disadvantaae any provider. 

WHAT lF WE HAVE IT WRONG? 

Historic:ally, this Commission lw fundamentally assumed that loc:al exchange competitive 

e:mry ,..'OIIld be by altamlivc witdinc providcn; for example. "'~ initially expected to see entry early 

on by cable 1elcviJion companies or by tbc large intem~cbanic c:anicn, entities that owned some 

facilities.. In the annual rcpocu on tbe IJ.IIUS of loc:al excl\anac competition """ focused our efforts 

on monitoring the CIX1alt of mtry that is occurrina by certificated aliCmative local achangc 

companies. However, we have 1'10( ICNtlnilitd to the same degree tbe growth in the number of 

wireless provi~ &Dd tbc cxpansioo or their acrving areas. 

Whsllf we have uudautiuiiiiCd the a1a11 to which local CXlmpditlon exi.sts and largely will 

be able 10 const:rain upward prioc behavior with respect to flat·niC voice gndc service, by 

downplaying tbe impoiUllCe of wireless providers? In l!dditioo 10 111 Increase In the number of 

wireless c:an icrs In maay IIIIII'Uu mel a dea in their prices. wireless providers often offer IS pan 

of their bundled acrvioc peckaaes advaoocd fc:aiW'I:S for which the incumbent LECs aucss scpantc 

charges. It may be quiiC lilc.cly thai tbe price spn:ad bc1"'un wirellnc and wireless for a typic:a.l 

peckaac of IC'J'viocs bas Dlll'tOWICd 10 where they may be pmcdved IS subltliUicS for many constUDcrs. 
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If govcmmcat and reauWor1 do not need 10 intervene in the u:lccommunications market 10 ensure 

reasonable pricct for basic local servi.ce, when slow proliferation of both wireline and wircle$S 
car:riers is considc:rccl, lhca maybe we should D&ITOW our focus to the eXlml'les. On the one lwld. 

we believe that Lifeline fuadiaa for low-income cUStomers is appropriau: under any scawio. On 
the ocb£r bm:l, pedwps we Jbould mady mandate thai the eligible tdecommunications carrier must 

olfer a "11o 6il1s" local .moe pechac at a lower ra~e. In exchange. the ETC could be reimbursed 
for the diffa"CDCe bdvft:en his cosc of pravidiag the "no frills" service and the 1~-a- race, for those 

COD$UIDCfS wbo ope 10 aablcribe 10 the service. 

Ncedleu 10 uy, countless deulJs would need 10 be worked ou1 10 lmplemall such a plan. 

such as: defllliaa the aacure of the "DO frills" service; ensuring thai "DO frills" xrvicc is DOl unduly 

di.scriminlaory rel.ri\'\1 10 ocb£r c:usiOIDCr classes; cnsurina that there are DO swe or fcdcra.l swutory 

ob:slacles 10 IUICb a pl111. 

GEl "ERAL !MfLEMENIAIJON GUIDELINES 

ELIOI~'~ILITY fOR REIMBURSEMENT 

-or simplicity md 10 CIIIIII'C compa.libility with the fcdcral auiddlaes.. we rcoommc:ad that a 
loc:al provider would !-' 10 be de:sjpted aa eligible telecommunic:atioas carrier (ETC) ia order 10 

RCCiw reirnbunc:mcDt from the ftmd. Adopciaa the federal criterion avoids any possible under· or 

ovawmpcullioo ID a provider, lad II emillcnlly reuonable since the suu: plan comptemerus the 

fcdcral plan. We would DOle that designation of a carrier as an ETC does not presuppose the use 

of a p&J1lc:ular u:chnoiOCY. Rather, all that is required for designatio:: iJ for a canirr 10 offer the 
supporled ICrVic:cs lhrougbout a giva~ III'Ca. and adV'a'tix their availability. 

WHO SHOlJLD CONTRIBUTE? 

AIJI(.Iecomll'•m;...r;oas oompenies, as ddincd under Scc:tion 364.02( 12). Florida Swuu:s. and 
colllllleKial mobile radio servioc (CMRS) providers, as deftncd by ~lion 364.02(3), Florida 

Statuu:s. are subject 10 fees or Olhc:r obligations assessed pwsu~~~t to Section 364.02S, Florida 
St•aues, and lhw are polallially liable 10 provide univcrsat Jervioc support, wbdbcr oo 1.11 interim 

or 1 pc:rmlllCIII bub.. Scc:tion 364.025(2), Florida Statules, stau:s. in pcrtlnmt part: 

The Legillaan finds 11181 cacb td.ccommunications company should cootnbuu: ill fair 
share 10 the suppon of the univcnal service objectives and carrier-of·last-reson 
obligations. ... 
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Further. Section 364.02(12), Florida Swutes, specifies that; 

"Telecommunications eompmy" iDcludes every corporation, pastnc:nhip, mel penon 
8lld their lessees, trustees, or receivers appointed by any ooun wmuoevcr, and every 

politic:al subdivision in the 1t11e, offering rwo-way t.elecommunications service to lhe 
public for hire within Ibis swe by tbc ute of a t.elecommunications facilhy. The term 

"t.elecomm~~ons ~1*11". does DOt ~Jude an entity ~~ provides a 
tciec••wwmniiOO:S flcility cxdusivdy 10 a cc:rtifiCIIed ~~ .. ••llmUIUCIUOI'\S COID!*I)', 

a c::ommcrcial mobile rw:lio terVice provider, a f...Pm•le lriDSmi.ssion service, a privat.e 
camp dcr dala IIClWtri: .. "q••y DOC offaq ICrVioe 10 tbc publlc for lure, or a cable 
t.elevision oompany providing cable lerVicc u defanod in 47 U.S. C. 522. However. 
each commercial mobile rwl.io servk:e provider shall continue 10 be liable for any 
taxes impo9ed putSIIIIlt 10 cbaplcn 203 and 212 and any fees asxs~ pursuant to s. 
364.025. 

"Commercial mobile rwl.io ICI'\oicc providers" (CMRSs) arc defanod in Section 364.02(3), 
Florida Sratutes, and include, but arc DOt limit.ed 10, cellular provider$, penonal communications 
systems, and paging lerViccs. 

We believe lha.1 all providc:n of t.elecommunications services sbould be usesvd in a like 
llllllDCr for lllliversal tcrvice. A 'tc tbc ~ buc: of providers as possible v."'UUd reduce lhe 
impal;l on any single telcoommt~CI!i<m aector, and would minimize the maSJiitude of the resulting 
surcharge. Accordingly, we rccommeod that all ALECs, LECs, lXCs. PATS, mel any olher 

telecommunications company meeting the definltion of Sec:tioo 364.02(12). Florida Statutes, and 
CMRS providers, should be required 10 contribute 10 the funding of universal service. 

METHOD OF ASSESSMENT 

We believe that a revcn~~e-bued I.AC$SillCIIt rcbeme would be the easiest procedw-e to 
implement. Curm~tly. the FCC usesmv:nts 10 fund Lifeline and the high-cost fund arc ba.<ed on 
providen' int.ersrate mel intcrnalional eod-uxr telecommunications revenues. ·End-user" refers 
primarily to revenues from retail services, but alao includes monies from subscriber line c.lulrges and 
revenues from other c:arrien (wba-e lhe au:ricr is lbo oonsumer of the Kl'Vice and thus an end USCt). 

The FCC considcrcd ~ lhe JoiniBoard'IJ«Ot•iii!C derion. which was 10 bale uni venal service 
~ on subject providcn' (11'011 reveni!CS from t.elecommunications services less intermediary 
payments made to other providc:n subject 10 lbo \lllivc:nal service assessment However, !bey 
concluded thai their poposal would achieve lhe aamc aoaJ.a as the Joint Board's but would be more 
administralivc:ly efficient 

All othc:r things equal, the FCC's approach would tend 10 result in lower ISSCSII11Cilts from 
LECs and higher from int.ercxdlao::c cmiers, wbilc lhe Joint Board recommendation would mvc lhe 
opposite effect. Although we do noc believe we are bound to assess fees in the IIJilC manner as the 
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federal mccbanism, we ~enwivcly rc<:ollliDelld that usessmmts be: buc:d on subject providcn' 

intrastate rewl revenues. 

ADMINISTRATION OF THE FUND 

The Nl1ional Excflanac Carrier Association (NECA) iJ ooe potential orpnizatio.n that could 

serve as~- NECA was esablisbcd in 1983 at lhe dim:tion of l.he FCC 10 adminiJicr 
ce.nain functions associated with the division of toll revenues. Today, NECA abo serves as the 
adminisll'ator of IICVCB1 swe univcnal service fUnds. For eltlllllple. in 1994, l.he Vermont Public 

Service Board cbo~e NECA for that purpo~e. In lhlJ role. NECA ICU as fucalagcnt for lhe fund. 
aod worla witb the swe in esublilhing lhe fund. idcutiiying and notifyi.na c:arricn of their 

oblipri<m. colltdina reYaJUeS, ar. ·;,, rnon;..., md IDikina ~ 10 Jt~~c bc:ocfaaor prosnm~. 

Cllba potmri•l c:enrljdres could include priVate entities sud! as coasultina fli'IIU.. IICCOWitin& 
firms, or financiaiiJIBili&CIIICIU finns, .., wdJ as oot·for-profit orpnimioos. The admini.sualor could 

be: selected throuah 1 eompelidvc bid proocss amona appliCIDlS that bavc dcmonstr11ed the 
administrative and finiDcia1 manqcment capabilities ncccssary 10 perform as administrator. 

An example of a oot·for-pro6t edmini.stralor for a ldcmmmunicatioos fund iJ the 

Adminislnllor (Florida TclNXV!!muniC8tioo.s Relay, Joe. • FTRJ) of the Tclcc:ommunications AC\:CS3 

SYl!= Act (T ASA). This orpniZIIIion. in a SCDX, adminiacn a "univcnal service" fund for l.he 
bearing impaired. The coli usociated with adminislration of this proaram Is 4 percent of total 

cxpcmes. Cbaptl::r 427, Florida SIIMC$, wblcb esablilbed the Telecommunications ACCC$$ Symna. 

authorized the FPSC to 

dc:sign~~e a the adminisvator o f the telecommunications w:ccss sySiem 1 eorporatioo 

oot for profit orpnizw! for such purpoiCS and incofporaJ.cd pur1Uint 1-. cbapt.cr 617. 

For the purposes of lhlJ pen, the Commiaion may onk:r tclccommunicatioos 

companies 10 form such 1 corporation not for profit.(Sec. 427.704(2)) 

The Commission could ~erve as the fund admlnimator. However, the FPSC would require 

explicit NtuiOry aulbority 10 perform sucb a function. 

The llllminisualor's func:tloos would include sucb duties as coUCCIUlg univcnal service 
"'*" '""DIS, compilina da!a on reveo.xs subject 10 ao asaessmmt, and diJuibutina fWids 10 eliaible 

telecommunications carriers. Tbc adminiJtmor could abo maintain a database on hiab cost areas 

wblcb would contain lnformalion on the households eliaibk for support. the support av.ilablc per 

ho~Uehold, the eliaiblc carriers. and the bou.seholdJ ~ervod by eligible carriers. Such Information 

would provide lhe besis for dr<mnlnina the amount of IUppOI1 Dcodcd oaan onaoina bub. The flUid 

administtator also should be: a:raoted aufficicnt audit authority 10 ensure that fundioa requirements 

reponed by the c:arricn llr<> in oomplianc:c with univcnal service rules. 

·34· 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

On t.lmao, the FPSC l'f'OOIIliT"ds tbal a nculrallhircl-pll1y edminiSiniiOr should be selcc:ted. 
Although we have no panleular preference, "''C would nolC that NECA bas considerable experience 
in lhis area; on !he olber band, a subsidiaty of Loddlccd M&rtin was chosen 10 manaae numbering 
m10urc:es. Rqardless. if admjnjstmd by a third party, the duties should be ministerial in nature; all 
policy functions, u well u the eelcctlon of !he administrator, sbould be performed by the FPSC. 

PROVIDERS' RECOVERY OF 1liEIR ASSESSMENTS 

While providers wbo are subject 10 univcnal xrvice &W1S!'"'-~1Is should essentially be free 
10 recover their inuaswe as• u .,....,.$ frvm their CUSIOmcn u they see fit. !he FPSC believes that 

!hey should be forbidden from mislabelin& or o!hcrwise m.isl'epresenli !he nat1.tre of any explicit 
charge they cbroose 10 put on a cu11omer' s bilL Dllrina 1998 the Ovnmissioo received numerous 
c:onsumc:r inquiries pcr1ainina 10 new c:bargcs !hat wm appc:a~in& on CUIIIOCJ:Ien' bills. Many of these 

new entries were c:.barJCll cruiCd by intcrcxchan&c c:anicrs 10 recover fedc:ral universal service 

asso •a•dlt$ aod paublcribed ln!em'cbanac carrier charges {PICCs - an interstate switclu:d access 
rate elnnm! sr 110 DCC. by cer1liD Lro). Howm:r, it was brought 10 our anc:otion that some 
consumers were bcin& mlsle8d about tbeK new charieJ by 10111e IXC.. For example, c:cnain long 
distance carriers were lncorrcc:I.Jy axnin& that their new charJcs were nwvl••ed by the FCC. 

To avoid any limilar miaep • 'arims oc:currina with rcspx:t lD c:mic:r recoVCf)' of intras1atc 
universal acrvicc charaes. we IOC'"iili• M that the FPSC sbould have oversight authority wi!h respec1 

to !he IUI.IlUe and format of inlli.SWC charges •ucaxd by ld~mmllllicalioll$ providm lO reco~ 

such • 1 !ICD(S. Further, we rcoommend that if c:xplkil c:barges appcar on CUSIOmer bills, any suc:h 
charge ahould DOC c:xceed tbe IIIIOIIlll anributablc tD a aJvcn ew~omcr, and should be clearly labeled 

&S 10 what pvc rue lD !he cbar&e· 

-3S· 


	January No. - 2038
	January No. - 2039
	January No. - 2040
	January No. - 2041
	January No. - 2042
	January No. - 2043
	January No. - 2044
	January No. - 2045
	January No. - 2046
	January No. - 2047
	January No. - 2048
	January No. - 2049
	January No. - 2050
	January No. - 2051
	January No. - 2052
	January No. - 2053
	January No. - 2054
	January No. - 2055
	January No. - 2056
	January No. - 2057
	January No. - 2058
	January No. - 2059
	January No. - 2060
	January No. - 2061
	January No. - 2062
	January No. - 2063
	January No. - 2064
	January No. - 2065
	January No. - 2066
	January No. - 2067
	January No. - 2068
	January No. - 2069
	January No. - 2070
	January No. - 2071
	January No. - 2072
	January No. - 2073
	January No. - 2074



