2.  Low-Income Support PRIVATE 


In 1984, the FCC, in conjunction with the states and local telephone companies, established a Lifeline program designed to promote universal service by helping low income individuals afford the monthly cost of telephone service.
  In 1985, the FCC adopted a broader lifeline program, again designed to help low income individuals afford the monthly costs of service.
  In 1987, the FCC adopted Link Up America, designed to help low-income households pay the costs of connection and installation.
  The Telecommunications Act of 1996 (1996 Act)
 declined to proscribe or create in law additions or revisions which would impact "...the collection, distribution, or administration of the Lifeline Assistance Program provided by the Commission..." affirming the Program as it existed before the 1996 Act.
 


On May 7, 1997, the Commission voted to adopt the Joint Board's recommendations to make three broad categories of changes to the Lifeline and Link Up programs so that they better comport with the Commission's universal service principles and the 1996 Act's renewed concern for low-income consumers.
  The Commission agreed with the Joint Board's recommendation to expand Lifeline and assure it would be available in all states, territories, and commonwealths of the United States, to modify the state matching requirement, and increase the federal Lifeline support amount.  The Commission found that these modifications comply with the 1996 Act's principles that rates should be "affordable" and access should be provided to "low-income consumers" in all regions of the nation. The Commission agreed to adopt the Joint Board's recommendation to make the contribution and distribution of low-income support competitively and technologically neutral by requiring equitable and nondiscriminatory contributions from all providers of interstate telecommunications services, and by allowing all eligible telecommunications carriers to receive support for offering Lifeline and Link Up service.
  The Commission adopted the Joint Board's recommendation to minimize local service interruption to low-income consumers, requiring carriers to maintain service when Lifeline customers elect toll-limitation services.  The Commission agreed with the Joint Board's recommendation to prohibit the disconnection of local service for non-payment of charges incurred for toll calls.  Monitoring Report data since 1987 suggest that limiting disconnection for low income subscribers participating in Lifeline programs is the single most important element in assuring high national subscriber penetration.


In the 1997 Universal Service Order, the Commission revised the Lifeline program to assure that all Lifeline customers would receive $3.50 in federal support without a matching requirement, beginning January 1, 1998.
  In states that participate by reducing intrastate rates, through an equivalent reduction in the portion of intrastate local rates paid by the end-user, Lifeline customers receive an additional $1.75 in federal support above the $3.50 level (see Table 2.1). The federal Lifeline program provides funding from the interstate jurisdiction of up to $7.00 per low-income subscriber per month consisting of a baseline amount of $3.50, an additional $1.75 per subscriber per month if the state commission authorizes a reduction in local rates equal to that amount, and up to an additional $1.75 from the federal program if the state provides support for the low-income subscriber as well.  The portion of the final $1.75 that can be recovered is equal to one-half of a state funded amount up to $3.50, if the state approves a reduction in local rates that is one and one-half times the level of matching state support.  


The federal portion of the program is funded by the federal universal service support mechanisms which include contributions from all interstate telecommunications carriers and providers of interstate telecommunications, including payphone aggregators and private network operators that offer service to others for a fee on a non-common carrier basis.  These carriers and service providers may pass on the expenses of these charges to their customers.  The federal programs, in the past, included matching local rate reductions approved by state utility commissions, and took the form of a reduction in monthly charges or a reduction in service connection and installation charges.  States are no longer required to provide matching reductions to receive the baseline $3.50 support, but must provide reductions to receive additional Lifeline support, as discussed above.


The federal Link Up program compensates eligible telecommunications service providers for revenue foregone in offering a Link Up program that provides service commencement charges for qualified low-income individuals that are discounted by one-half (up to $30.00 in funding) or for interest foregone from a deferred schedule of payment of the charges assessed for commencing service (up to $200.00) for which the low income consumer pays no interest.


The federal program compensates eligible telecommunications service providers for programs that offer voluntary toll-limitation based on the carrier's incremental cost of providing toll-limitation services.
  


In the Fourth Order on Reconsideration, the Commission established that eligible carriers, required to assess Presubscribed Interexchange Carrier Charges (PICCs) in their access charges, may also receive compensation for the PICCs associated with low-income subscribers that voluntarily opted for toll blocking service.
  The PICC is an access charge that long distance companies pay to local telephone companies as of January 1, 1998.  Instead of paying a higher charge per minute to the local telephone companies as was required under the old rules, the long distance companies now pay to local telephone companies a flat-rated, per-telephone line charge plus a lower charge per minute.  In 1998, the maximum PICC paid by the long distance companies for primary residential and single-line business service is $0.53 per line per month.  The actual PICC paid by the long distance companies may be less than this maximum amount, depending on each local telephone company's individual costs.  The PICC will decrease over time to zero.  


In the 1997 Universal Service Order, the Commission defined Lifeline service to include, at a minimum: single-party service, voice grade access to the public switched telephone network, Dual Tone Multifrequency signaling or its functional digital equivalent, access to emergency services, access to operator services, access to interexchange service, access to directory assistance, and toll limitation. Lifeline and Link Up program benefits are available to persons verified by a state regulatory authority as eligible for a state public assistance program based on a "means" test such as eligibility for food stamps or Medicaid.  State regulatory authorities may chose to defer to alternative federal program eligibility standards. A second program requirement for subscriber participation is state verification of subscriber eligibility benefits.  The states have considerable latitude in selecting means tests, shaping the benefits, and determining the geographic availability of the programs. 


To authorize increased Lifeline support, states send a one-page letter certifying the reduction of intrastate rates to the Universal Service Administrative Company (USAC).  State regulatory administrators determine appropriate levels of state support and authorize local exchange carriers, who are reimbursed through the USAC for program expenses.  Federal program expenses are not funded by tax dollars.  The FCC monitors subscriber participation and telephone usage to determine program benefits and costs.


The Lifeline program assures eligible low-income consumers affordable local rates and access to emergency dial-tone service.  The Link‑Up program, through affordable local connection charges, makes it possible for new subscribers to connect to the network and the community.  Low-income households in states with Lifeline programs have improved penetration rates, and have experienced an average increase in penetration rates of 6.3 percent.  States without Lifeline programs experienced an average increase in household penetration rates of 2.5 percent.
 


The Commission encourages carriers to assist eligible low income subscribers, as part of its universal service mandate, to remain connected to the network, to retain service through local service payment plans, and to improve customer service. Further, eligible telecommunications carriers must offer toll-limitation service free-of-charge pursuant to the revised Lifeline program to receive federal support. The Link Up America program, which supports affordable connection to the network, has added 7.6 million new telephone subscribers to the telecommunications network since 1987.   In 1998, 5.3 million subscribers paid reduced local rates under the Lifeline programs.


Table 2.1 reports Lifeline monthly support by state or jurisdiction for 1998. The Table shows both federal and state support, and indicates the additional contribution from the federal program to reduce local rates where states have authorized statewide or carrier specific intrastate local rate reductions.  Table 2.1 indicates both the federal and state combined "minimum" local rate reduction.  


Table 2.2 reports total Low-Income support, by state or jurisdiction, for Lifeline and Link Up payments in 1998.  Local rate reductions for the PICCs, and the carrier's incremental cost of providing toll-limitation services (TLS) for 1998 are included in the payments to carriers in each state or jurisdiction.


Table 2.3 reports total Lifeline and Link Up payments in 1998, for state or jurisdiction at the study area level.  Local rate reductions for the PICCs, and the carrier's incremental cost of providing TLS are reported for 1998 by carrier USAC ID and Serving Area code identification.  The serving area codes identify where more than one carrier provides Lifeline and Link Up assistance in the study area.


Table 2.4 provides USAC quarterly support estimates for the Federal universal service programs in 1998.  The low-income support components include: Lifeline Assistance; Link Up; Incremental Toll Limitation; PICC Reimbursement; Prior Period Adjustments and Administrative Expenses.


Table 2.5 reports annual historical Lifeline subscribership data by state or jurisdiction for 1988 through 1998. The table reflects current adjusted state or jurisdiction totals.


Table 2.6 reports annual historical Lifeline payments to carriers in each state, and or jurisdiction and shows total reimbursements to each state or jurisdiction.  The report provides Lifeline support totals for payments made to subscribers through local rate discounts. The payments shown in these tables (1988-1998) include TLS and PICC data; however, these tables do not include state or local rate contributions.
     


Table 2.7 reports historical Lifeline support payments by study area for the years 1988 to 1998.  Lifeline support payments between 1995 and 1998 are reflected in 1998 state data where states and carriers offered local rate discounts to low income households. 


Table 2.8 reports historical subscriber participation in the Link Up program.  The subscribership data monitors annual state connection assistance statistics for 1988 through 1998.  Link Up program participation was first certified in 1987.  The 1988 Link Up data includes state and carrier data from those states that participated in the program in 1987.  The table reflects current adjusted state or jurisdiction totals.


Table 2.9 reports historical payments to carriers participating in the Link Up program; and reflects reimbursements to carriers in each state. Historical time-series data provide a total of payments made to carriers as a result of rate discounts passed on to subscribers provided by the Link Up connection assistance programs.  The payments shown in these tables (1988-1997) do not include state or local rate contributions.

Table 2.10 reports annual historical data for the Link Up connection assistance payments by study area to carriers in each state or jurisdiction. The Link Up program includes connection discounts reflected in the reimbursements to local carriers.
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