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STATEMENT OF BOB ROWE
MONTANA PUBLIC SERVICE COMMISSIONER

Before the Federal-State Joint Board on Universal Service
CC Docket No. 96.45

April 12,1996

Mr. Chairman and Members of the Joint Board,

I am honored to appear before you today to address this crucial topic. More importantly,

I appreciate the extraordinary efforts the Federal Communications Commission and the Joint

Board are undertaking to conduct this inquiry openly, flexibly, and with maximum state

participation. Your efforts are remarkable. J

My comments will first provide my particular perspective on low income issues. Second,

I will encourage that low income concerns should first be addressed through a general effort to

keep rates affordable and serv' ce adequate for all customers. Third, I will suggest that addressing

basic questions of affordabilitv and adequacy will lay the foundation for low income

participation in advanced serVlces. Fourth, I will advocate that targeted low income programs be

designed to maximize effecti\ eness and participation. Finally, I will urge that the level of

federal-state cooperation whieh has been achieved in initial implementation of the

Telecommunications Act of 1996 be furthered through close cooperation and sharing of

resources in ensuring that 10\\ income Americans fully participate in the benefits of affordable,

adequate, and advanced telephony.

JThe views expressed are the author's and not those of the Montana Public Service Commission
or the National Association of Regulatory Utility Commissioners. This presentation is not intended as
comment on the correct outcome of any current or future proceeding before the Montana PSC.
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I. WHILE TELECOMMUNICATIONS ARE INCREASINGLY VITAL TO ALLOW

LOW INCOME AMERICANS TO PARTICIPATE IN THE ECONOMY AND

SOCIETY, MANY AMERICANS ARE BEING LEFT BEHIND.

Before being elected to the Montana Public Service Commission, I was a Legal Services

attorney, and also represented residential customers in public utility cases. As part of this

proceeding, you are being presented imponant statistical evidence that significant portions of the

population lack access to a phone, let alone a personal computer or modem. My experience

before and since joining the Montana PSC is wholly consistent with these statistics.

Over the years, increasing numbers of my individual clients lacked a telephone. These

included newly-impoverished 5pouse abuse victims, disabled veterfu"'1S, displaced workers, AFDC

mothers, American Indians, and a surprising number of senior citizens. My clients' lack of phone

service hindered my ability to maintain client contact and represent them effectively. It also left

clients increasingly unable to a,xess other services which might have been able to help them.

For example, the Social Securi:y Administration and many state and local human services

agencies responded to budget (onstraints by moving from in-person or walk-in service to all

telephone service with call bac ks. Clients frequently were unable to obtain services or had to

restart application processes dlle to the lack of a phone. I frequently had clients come to my

office in person to receive the particular agency's phone call.

After family, there rna) be nothing more important than ajob, and ajob may be crucial to

keeping a family together. Particularly for entry-level employment, telephone service is

essential. These jobs are almost inevitably filled through telephone calls to prospective

employees; if the potential employee cannot be reached by phone, the employer or job counselor

goes down the list to the next name. Based on testimony of this nature in a case concerning

public benefits, the Montana Supreme Court identified the lack of a phone as a significant

"barrier to employment." Butte COmmunity Union v. Lewis, 745 P.2d 1128 (Mont. 1987).

My experience on the \.fontana Public Service Commission has confirmed my earlier

impressions. I became particllarly concerned with low penetration rates among on-reservation
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American Indians. Attachmem A is a June 1994 memo in which I reviewed 1990 census

information for Montana counties and subdivisions and identified those entirely or partially

located on reservations. While Montana's overall penetration' level was acceptable, the aggregate

masked very low penetration in Indian Country. Fifteen counties had penetrationlevels below

ninety percent. Twenty-four t(IWOS had penetration below eighty percent, and twenty of these

were on-reservation.

I was pleased that the National Telecommunications and Information Agency's

outstanding report, Falling Through the Net (July 1995) specifically addressed American Indians,

along with other rural and urban under-served groups. NTIA's contribution to this work

continues to be important. I al so appreciate NTIA's support for innovative projects in rural

Montana.

Various studies and anecdotal evidence also indicate a correlation between lack of a

phone and termination of othe; utility service. As telemedicine becomes more widespread, and

as electronic government COffii:S on-line access to basic phone service becomes more critical for

effective participation in society. A telephone, PC or modem is also increasingly necessary for

children and parents to participate in educational acitivites.

Elsewhere, I have argued that concepts of universal service are applicable to electricity

and other utilities, as well as h) phones, and that utilities should be viewed as part of a package of

shelter-related expenses. Attachment B is an article I wrote for the National Regulatory Research

Institute Quarterly Bulletin, ". \ddressing the Needs of Low- and Moderate Income Customers, A

Regulator's View" (December 1994). Much of this discussion is equally applicable to

telephones. To the extent significant segments of the population lack access to a basic but

evolving package of telecommunications services, their ability to participate in society is

diminished and the cohesiveness of our society is reduced.2

2For a more extended discussion see Rowe, Consumer Information in Telephone Pricing,
(National Consumer Law Center, December 1989), pp. 4-10.
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II. LOW INCOME PARTICIPATION IS BEST ASSURED BY KEEPING RATES

AFFORDABLE AND SERVICE ADEQUATE FOR ALL CUSTOMERS.

To the extent feasible, low income citizens should not be separated from other telephone

customers. Targeted programs are necessary incremental steps to achieve universal service only

after measures have been undertaken to ensure service is generally affordable and adequate. This

priority is important because any targeted program will always fail to reach all eligible citizens,

because it is often impossible to separate out the "low income" or otherwise targeted elements

from the rest of the network, because special programs are inevitably candidates for budget

reduction, and because targeting further isolates one group of citizens and divides them from

other citizens. I do recognize ~trong efficiency arguments in favor of targeting certain benefits,

which should prevail in many ~;pecific instances. However, narrowing eligibility often increases

administrative and verification expenses, and raises the ratio of administration to program

expenditures.3

It may be misleading tc rely overly much on the term "low income." Many programs

have eligibility levels as high 2S 125 or 150 percent of poverty. In Montana, over twenty percent

of the population is at or belo'w 125 percent of poverty. These are people of moderate and low

mcome.

The Telecommunications Act sets high but achievable goals, both for universal service

and for competition. The universal service provisions should be read first in their entirety rather

than as unrelated parts.4 I suggest the Joint Board first determine the cost of achieve the Act's

3For example, the needs-based Supplemental Security Income program has considerably
higher administration costs than do the more generally-available Social Security programs.

4Section 254(b)(3) states: "Consumers in all regions of the Nation, including low-income
consumers and those in rural, Insular, and high cost areas, should have access to
telecommunications and information services, including interexchange services and advanced
telecommunications and infonnation services, that are reasonably comparable to those services
provided in urban areas and that are available at rates that are reasonably comparable to rates

(continued...)
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universal servi~e goals. Then, If a funding constraint exists, consider ways to scale back the

expenditure (for example, by setting the break point above average cost for fund eligibility).

Starting with a general emphasis on adequacy and affordability will address legitimate

public concern about implications of the Act. Attachment C is a "Telecommunications

Customers' Bill of Rights" I have suggested to address customers' hopes and concerns about

increased competition. An emphasis on overall affordability could conceivably allow regulators

and service providers to move fully to cost-based wholesale prices, while using federal and state

universal service or high cost funds to keep end-use customers largely indifferent to wholesale

price changes - and keep them connected to the network.

A general emphasis on affordability also argues against increasing the non-bypassable

Subscriber Line Charge. An iDcrease in the SLC will both harm penetration and increase public

concern about implementation of the Act.5 Instead, the Joint Board should consider assigning

non-traffic sensitive costs to the inter-exchange carriers at a flat rate. To the extent robust inter

exchange competition exists, carriers will be incented to fmd creative ways to recover these

costs.6

"Extended Area Service" provides a fmal example of why a general affordability and

adequacy approach is an appropriate starting place. Rural America is often poor America. Local

rates are as high or higher thaD in urban areas, but essential services and a reasonable community

of interest are often located ou tside the local flat rate calling area. As has been well-documented,

\. ..continued)
charged for similar services in urban areas." This creates an ambitious but coherent and
integrated goal.

5It is reasonable to suggest a potential parallel to the stonn of opposition among seniors to
the Catastrophic Care amendments to the Medicare Act, triggered by implementation of the
payment mechanism before the benefits were received, leading to repeal of the Catastrophic Care
provisions.

6The consolidated initial comments of Maine and seven other states (including Montana)
address the Subscriber Line Charge at pp. 14-18. The NARUC initial comments deal with the
Subscriber Line Charge at pp. 13-18.
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long distance toll.7 The reverse is also true, excluding a reasonable community of interest from

the local calling area reduces the value of the universal service package. One solution would

be to explicitly include either numerical or community-of-interest criteria in the definition of

universal service. A more ambitious but problematic approach might incorporate long distance

calling and long distance carriers into the universal service pool.

III. ADDRESSING BASIC QUESTIONS OF AFFORDABILITY AND ADEQUACY

OF SERVICE WILL LAY THE FOUNDATION FOR ENSURING LOW

INCOME CITIZENS SHARE IN THE BENEFITS OF ADVANCED SERVICES.

Ultimately, we share the goal of having all citizens, rich and poor, rural and urban,

connected to the network of networks.8 In most visions, this involves high speed access to

information networks via a personal computer or other networked terminal equipment. This

cannot be accomplished until all citizens have a phone, have single party service, are served

through a network with reliabl~ outside plant and modem switching equipment, with sufficient

capacity both on the network and from the network to the outside world. Rates for basic and

higher-capacity services must be reasonable, and data networks must be accessible via a local

phone call. Most importantly, there must be a local entity, public or private, which provides

training and makes terminal equipment publicly available.9

7Most recently, see NTIA's Reply Comments in CC Docket No. 95-115, pp. 11-17. See
also, An Evolution ofUniversal Service in Texas (University of Texas, LBl School of Public
Affairs, September 1995), jointly sponsored by the Texas Public Utilities Commission.

8Some advanced networks require an independent sour~e'ofelectricity. With such a
network design, a rural household which lacks power, or any household whose electric service
has been disconnected will lack telephone access as well. This situation must be addressed in
planning new networks.

9This demonstrates the: connectedness between the low income and "schools and
libraries" segments of the Act A useful list of priorities for rural service is contained in Edwin
Parker, et al., Electronic Bywm (2d ed, 1995), Chapter 7.
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I have recently been privileged to work in Lincoln County, Montana, a rugged rural area

in the northwest comer of the state which has been hard-hit by declining natural resource

employment, but with enormous natural beauty and a creative citizenry. You would not

recognize most of its citizens a" "poor people," but measured by income data Lincoln is a

relatively poor county.

Over the past several Years, I have taken a "community development" approach to

working with the corr.munities cfLincob COl'l1ty and their new phone company, Citizens Tel.

Together, we have prioritized investment in plant, addressed line extension problems in rugged

terrain, eliminated multiple party lines and mileage charges, and are now working on "EAS"

alternatives, improved rates and terms for data services, and expanded service offerings. As

single line service becomes available, subscribership to the "Kootinet" increases. This effort has

required a meshing of many Varied interests. Particularly as to high-end services and affordable

access to advanced services, tbe Lincoln County Technology Group is a key driver. It provides

access, training, and vision. Citizens Tel also deserves recognition for working closely with

Lincoln County and with the Montana PSc. The Lincoln County Technology Group is one of

only a handful of such public-private partnerships nationwide. It is a model which we all should

look to and support wherever possible.

IV. TARGETED LOW INCOME PROGRAMS SHOULD BE DESIGNED TO

MAXIMIZE EFFECTIVENESS AND PARTICIPATION.

Targeted programs are essential once basic questions of affordability and adequacy of

service are addressed. Many creative suggestions are developed in more detail by filing parties

in the Subscribership Docket, CC No. 95-115. The following list does not address the important

issue of coordinating federal and state duties. However, states are moving ahead smartly on

many of these items.
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A. Automatic enrollment

Lifeline programs generally have low participation rates. IO Many eligible customers are

unaware that they exist. II Often, the primary source of information is overworked human

services caseworkers who are expected to complete a myriad of tasks in the space of a brief

interview. When accurate information is provided, it is often difficult for the eligible customer to

follow up. Automatic enrollment has proven successful in New York and New Mexico, and is

also successful for reduced ek:tric ratt programs in Montana and other states. Automatic

enrollment requires mechanisf'1s for sharing confidential information between state agencies and

utilities, which can be accomplished with specific agreements and coordination of data between

state agency case managemenl programs and utility customer information systems. In addition

to increasing participation, automatic enrollment reduces the verification responsibilities of

utilities.

B. Expanded eligibilih~

Eligibility should be based on participation in any needs-based program. Often,

eligibility is restricted to recipIents of one or two kinds of aid (Medicaid for example).

Reductions in the triggering program then cause reductions in eligibility for Lifeline or similar

programs.

lOAn off-the-cuff penetration estimate could be made based on the number of households
eligible for the triggering programs. For example, in Montana Lifeline eligibility is statutorily
limited to Medicaid participants. There are about 26,000 Medicaid households in US WEST's
service territory. There are currently about 5,000 US West households participating in the
Montana Telephone Assistance Plan. This initial penetration estimate, about twenty percent,
may need to be adjusted upward to allow for factors such as multiple recipients in one residence
or residency in a nursing horne or other institution where a private phone is not required. Under
the most optimistic assumptions, penetration is low.

II"An Evolution of Universal Service in Texas (University of Texas, LBJ School of
Public Affairs, September 19(5).
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C. Correct payment amounts.

A payment geared to waiving the Subscriber Line Charge plus an equal match is much

better than nothing. However, there is no assurance that the amount is sufficient to keep most or

all vulnerable customers connected. For discussion, an alternative approach might determine the

percentage of household income an average family devotes to calling a reasonable community of

interest. A payment plan could be designed to bring participating families close to that

percentage. A possible model exists in various electricity "percentage of income" plans. Such an

approach would raise not-insoluble administrative concerns.

D. Address hh~b mobility.

For a variety of reasons, the poor move more frequently than do others. Often, moves

are triggered by high shelter-related costs in an existing residence. Ironically, the move itself

may trigger additional costs w'uch exacerbate the payment difficulty. Such a household will be

hard pressed to reconnect to the phone network without Link Up assistance. In these instances,

limits on the frequency with \\ hich assistance may be obtained should be re-e,·aluated.

E. Creative outreach.

In Montana, U S \VEST has adopted a "marketing" approach to the Montana Telephone

Assistance Plan. A full color hrochure is being mailed to 26,000 Medicaid households in the U S

WEST service territory. The promotion was developed after consultation with low income

customers. U S WEST usuallv realizes a one to five percent response rate to its promotional

mailings. Outreach programs should be conducted in the language of the targeted population.

F. Penalties and incentjyn"

Service providers could be given incentives or penalties (e.g. increasing the productivity

factor in a price cap) for achieving goals such as high Lifeline participation or high penetration

both in the aggregate and within groups or communities which are known to have poor

penetration. Service providen would then deploy their talents to achieve these goals.
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G. Disconnect prohibitions.

In 1989 Montana adopted a particularly good tennination rule. Tennination is

prohibited for "failure to pay for nonregulated service or service provided by other carriers." It is

simple and it works. Attachment 0 is Administrative Rules of Montana Section 38.5.3339.

H. Toll blockin~,

Toll blocking should be available for customers who request it, preferably at no charge.

I. Voice mailboxes.

A number of carriers including U S WEST are now beginning to provide free voice

mailboxes, often targeted to residents ofhomeless or domestic violence shelters. US WEST's

Project Hope Box will initialI} provide about 700 voice mailboxes statewide, and has generated

great interest among human services agencies and advocates.

A voice mailbox is not apennanent substitute fora subscriber line. It is a creative way

to provide essential service to an otherwise unservable population. As noted, a telephone contact

may be more important than a mailing address in obtaining entry-level employment.

V. THE FCC AND OTHER FEDERAL AGENCIES SHOULD WORK

COOPERATIVELY WITH STATE COMMISSIONS TO ADDRESS THE

CONCERNS OF LOW INCOME CITIZENS.

The FCC has demonstrated an unprecedented commitment to working closely with the

states in implementing the Telecommunications Act. Addressing the needs oflow income

customers is yet another area '-vhere creative partnership will serve the public interest. 12

The FCC is to be credited for focusing on low income concerns equally with the other

important elements the Act's universal service mandate. This furthers the Commission's

12Sections 101(a) and :~54(f) ofthe Act specifically recognize a state role in achieving
universal service.
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commitment evinced in the Subscribership proceeding. The NTIA's work is also valuable and

innovative.

Historically, individual states have taken much of the initiative in creatively addressing

the needs of low income and other small customers. In the Subscribership proceeding a series of

productive staff-level conference calls lead to a list of proposals offered by NARUC for further

discussion with the FCC. D

The FCC possesses the ability to collect and analyze nationwide data, to conduct large

scale research, to serve as a clearinghouse for innovative ideas, and to propose solutions which

states might accept, reject, or modify to fit their circumstances. State commissions have direct

contact with citizens, farnilianty with local conditions, robust customer service programs, and the

ability to craft solutions to meet local needs. These are complimentary not conflicting attributes.

The Federal-State Jo.nt Board should consider ways to further and make more

permanent the current level of cooperation. Work groups including non-Joint Board members

and staff could be established Specific projects could be considered. The Commission should

particularly consider expanding its monitoring of customer service and subscribership, and

develop ways to make existing, reports more useful to the states. To the extent the Commission

believes specific actions are required by states, it should consider as an alternative to preemption

the promulgation ofPURPA-ype principles which could be evaluated by state commissions.

Once again, thank you for your consideration of these comments. I am deeply

impressed by your commitment and approach to this challenging and important work.

RESPECTFULLY SUBMITTED this 12th day of April, 1996.

-)
BOB ROWE
Commissioner
Montana Public Service Commission

13NARUC's initial comments in this docket address Federal-State cooperation at pp. 3
10. The six subscribership proposals are restated at pp. 8-9.
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rELEPHONE PENETRATION RATES
IN RURAL MONTANA

BOB ROWE
June 1994

Federal Communication Commission penetration data cited in most
discussions of universal service does not adequately reflect very
low penetration in 30me rural areas, especially on Indian
reservations. The ~CC reports penetration rates state-by-state.
It also reports penetration by race (White, Black, and Hispanic
only), income, age, and labor force status, but does not report
this data state-by-state. A simple review of census data may
provide a more comp~ete picture.

FCC data for Montan~ indicates 1993 annual average penetration of
94.6 percent, a sig~ificant increase from 91 percent in 1984.
Belinfante, TeleDho~e SubscriDtion in the United States (FCC,
March, 1994).

Review of 1990 cenSJS data for Montana confirmed that rural and
Native American pen'2tration should be a concern. About fifteen
Montana counties ha;e over ten percent of households with no
phone. All of thes~ counties are rural. Many have high Native
American populations.

By town, the statis:ics are especially dramatic. Twenty-four
Montana townsites h~ve less than eighty percent penetration. Of
these, about twenty are located on-reservation. Many more rural
communities have pe~etration rates below ninety percent.

Obviously, there is no one solution. This picture should prOVloe
background in many jecisions, as it did in discussion of the sale
of US WEST exchanges. 1 There may be more specific
implications as well, including:

1. Reviewing the effect of line extension policies (a case
study in :onflicting good intentions), and considering
wireless Jr radio alternatives.

2. Aggressiv~ outreach to under-served populations,
including participation in advisory boards, and
outreach ~rograms involving the targeted populations.

lMany of the areas with low penetration will now be served by
cooperatives or by _heir regulated subsidiaries. These purchasers
committed to aggressive outreach to under-served populations.

ATTACMENT A PAGE 1
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3. Expanded participation in Lifeline/Link-up, perhaps
through dutomatic certification of eligibility, or
through egislation expanding eligibility beyond
Medicaid 2

4. Encourag~ng closer coordination between telcos and
human se-vices providers.

RO\',"E

5. Voice ma.lbox alternatives (recognizing objections to
the perceived lower-quality service) .

6. Consider ng the extent to which credit or collection
policies and Public Service Commission rules may be
unnecessdry barriers to service.

7. Continued attention to the cost and price of basic
service, and to the elements of basic service.

2This has been a problem for a number of citizens who are
"categorically eLLgible" for Medicaid, but with incomes which
fluctuate from mon:h to month. It is a larger problem for the many
families which ale quite low income, but are ineligible for
Medicaid.

ATTACMENT A PAGE 2
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ADDRESSI~G TI!E ?\[[lJS or Lo\\'- !\~D

MOD[RATE-l~co~'E UTILITY CL'STO\iEf\S
A REGllLi\TOR'S \'I[W I

[31'

CO~H-1ISSI0;\ER 13013 IZOWE

~ 10;\TA;\A PCBLlC SER\'ICE CO.\1'1ISSI0~2

Introduction: This article begins with a particubr conccrn for the core small business and
residential customers. Tbese are the customers least able to negotiate their own deal or to
avail themselves to potential new "markets" for the competitiye acquisition of resources.
Within this "core," low- a:1d moderate-income resiJcn~i~d customers-many of them disabled.
clderly, or with children-face particular problel1ls. anJ may CIUSC particular hilling :Il1J

collection costs for the uti ity system.

Most energy assistance prngran1s arc ayailable for families with incomes below 125 percent of
poverty ($18,500 for a family of four). In 1\10ntana, 170,237 people. 22 percent of the
population, fall below this line. These people live in approximately 61,379 Montana families.

In Montana, in 1993-9-+,21,476 families received Lo\\-lncome Energy Assistai1ce Program
(LIEAP) benelits. This~gure is approximately 35 percent of those who may be eligible.
The State and advocates continually struggle to na:TOW that gap and to understand why it
exists. The average LIEAP benefit is $284.3 LIEAP recipients on the Montana Power Company
(MPC) system are also eli::ible for a 10 percent reduced rate for natural gas, electricity, and the
customer service charge. '-hat benefit is worth $400,000 annually on the electric side and \vorth
another $400,000 on the f as side.

1 This is adapted fJ am the speech, "Addressing the l'\ccds of Low- and Moderatc
Income Utility Customers" New Mexico State University Current Issues Conference, March
19,1994.

2 The author sp'eaks for himself and not for the Montana Public Service Commission.
His comments are not intended to indicate a particular position on any cases now in front of
the Commission or on an) other specific matters which might come before the Commission.
The views and opinions e\pressed by the author are not necessarily those of The National
Regulatory Research Institute, the NARUC, or any particular state public utility commission.

3 For 1995, the federal LIEAP budget was $1.319 billion, the least the program has
ever received (but higher J1an the $730 million proposed by the Administration). In 1995
federal weatherization funding was about $226 million, a 9 percent increase over the pre\'ious
year, but much lower tha! the peak funding level of S245 million in 1983.
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In Il)l)~, thc St:1tc \\C\\hcrizcJ :1 tot:d of I(.S7 homcs \1PC fundcd ::n :1ddition:11 ,(1"2
\\'cJtheriz:ltions.~ \trC ','c:lthcrizcd ~rrroxim::ltely 31 rcrct:nt of the 2,4"+9 totJI annu::lllo\\,- Jnd
1110lk'rJtc-incol11c l10mt:< \,.....:tlhnifL',!, :md the SLltC wC:lthcri7.cd :,ppro:\il1latcly 69 percent.

With th~t b~ckgr()und, 1 1C ~uthor \\'ill sct the stage by discussing se\'eral topics, including the
import~nc~ of considcrilg th~ rcbtionship bet\\'een dirrcr~nt substantive issues and different
problem-sol\'ing appro:" hes. The :luthor will also introduce some of the justifications for and
objections to lo\\'- and r lOJeratc-income programs.

P:w Atrention to the Connection Between lndi\'iuual Prohlcms and Larger Concerns:

It is impC'rt:111l to see cor ncctions bet\\een indi\'idual problems and larger solutions. As a Public
Service Commissioner, .he :1uthor spends part of each week working directly with individu3l
customers to solve the r problems. Perhaps becJuse the Commissioners 3re elected from
indi\'idu~l districts, Ihe1U:I10rs' fom colle:1~ues 2150 do a gre3ter amount of hands-on service
worK tl1~n mJy be the c~se in m~ny S!Jtes.

This has two benefits first, it helps ground "policy" work in real life. It keeps the
Commissioners from ge ting too esoteric. Second, it is 3 tremendous way to identify new issues
th,:1t require brger solut ons. !\1Jny of the projects lhe author has taken on, from rulemaking to

tariff re\'isions, to iden'lfying the emerging senice needs of various communities, arose from
working on.lndividml \ ustomer problems.

Pay Attcnti(m To the Connection netween Gas and Electric Prohlems and Other Tssues: One
way to do this is by thj ,king of utilities as part of the overall cost of shelter. F3milies are poor
bec;)u~e they (:Jl'not J,rQrd ~dcq\1~te shelter. In purchasing or renting a home, one buys a
p3cbge of shelter costs A l~rge portion of those costs is the electric, gas, propane, water, sewer,
and even telephone bil People of moderate inC0mes pay a much higher proportion of their
incomes 10 cowr their tility bills Often, they P3Y their utility bills before they pay most other
expenses. Controlling 11e outby for the utility portion of the shelter package may both increase
the qunlity of the p::lck: Qe 3nd reduce its overall cost.

The following is an e\ remel)' hypothetical example of how utility and shelter problems may
inlerreb!e:

(I) Univers~l1 p10ne ser\'ice has been n3tional policy since] 934. If you have no one to
talk to, the phone is worthless. Ubiquitous connection makes the entire ne:work more
valuable. l'niversal ser\'ice means service not only to poor residential customers but
to all rur:ll .::re2S. For the poor, Lifeline and Linkup hn\'e helped keep costs lower,

~ 1,036 homes vere \\'e3therized with Department of Energy fJnding, 153 with
Stripper Well oil overe harge funding. 502 with a 10 percent transfer from LIEAP to
weatheri za! ion.
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although \\e III cd to do much 1110T~ to incrcJ~e r~.IrlicirJli()n. F(lT rUT~d arcas, Talc
averasing and high cost pooling keer rates more in line ,,'ilh olher p:lrls (If the
cou:ltry,

(2) Telephone scniCC is essentiJI for the elderly, the disJbled. and families with chilJren.
in order to keo in touch with doctors, caregivers, families. and schools. A phone
is also nearly essential in order to obtain an entry In-cl job. If the applicant cannot
be contJcted, tJere are always 1110re nal11es on the list. It turns out there may also
be a correlntirl!1 between not hJving phone scn'icc and ha\'ing othcr utilitics
disconnected. Lose your phone :1[1d you J11Jy be more likely to hJ\'e your power
disconnected.

(3) In turn, the:e appe<:lrs to be sOl11e con!1ection bct\"'CC:1 utility termination ~nd e\·iction.
This may be blcnuse of difficulty meeting the \\'hole pJcbge of shelter costs. or it
may be becausl: the landlord requires utilities to be maintained.

(4) Next, the family just evicted because they could not afford their shelter costs J11ay
face even hight r rents thJn they \\'crc p:Jying. In 13oston, scverJI YCJ~S J~O, a study
by the Llni\'ers ty of !\1assachusetts sho\\'ed JrJmatically h:ghcr rcnts for available
uni.ts than wert being paid for occupied units. The same e\'ents arc hJppening in
areas of Weste n Montana and in other desir<:lble parts of the country. In addition.
that already stnpped family will face all the transaction costs of making the 1110\'C,

not the least of which may be utility hook-ups or deposits.

(5) These indi\'id'~ ,I costs arc rcal. At some poi;ll, enough indi\'jdual COStS Jdd up to
significant soci d costs. If a large part of the community can no longer afford (0 Jive
decently, the \' hole community has a problcll1. These "social costs" mJy include
crime, displacelcnt spouse abuse, increased ucmand for public assistJnce, Jnd saciJI
services. The (ost may also include something less meJsurJble: the loosening of the
moral bounds 11at hold society together

(6) 1\'ot only are 1 iere indi\'idual and socinl costs, there are utility costs. These may
include bad de,t, collection, delayed payment carrying costs, disconnections. and
reconnections,

(7) These legitime e utility costs are recoverable In rates and will be passed on to
customers.

The point of this '''parade of horribles," as lawyers say, is to encourage some thinking in
generalities and to make cc nnections, Is the primary concern high electric or gas bills? Should
one also pay attention to )ther utility bills, and to other shelter issues? What about getting
involved in the c-:"d1prehensi\'e housing affordability strategy process or in a state housing task
force? Are there ways 0 leverage private or public funding to increase the amount of
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wC:lthcrizJtion? \\'h:11 is thc correct ha!Jncc bct\\'ccn public, priYJtc, ~lnd utility funding, :1,d
\'(\luntccrism?

Also, LO(lI~ :\t the Big Picture :\n<1 at :l Range (If Solutions: The final report of the ?\1ont~ma

Low Inc(\me Utility Sludy~ called for (1) public and private wCJtheriution, (2) direct rate relief,
(3) more efficient use (\f existing resources, (4) \'olunteer efforts, such as purchasing clubs for
deliverJble fuels, bul~ purchJscs, ~lnd fuel price posting; and (5) taking greater advantage of
competitive orrortuni ies,

Using the Low-lnc(\m~ Study as a benchmark, Montana accomplished the following:

(I) Reas(\nJbl v aggressive weatheriution, including utility-sponsored residential and
t1rgete>d Ie w- and moderate-income weatherization.

(2) The 10 pncent MPC reduced r:'lle for low- and moderate-income customers was
designed to help leverage additional federal funds. Last year, Montana was awarded
an additio'1al S259,993 in LIEAP funds based on its success in leveraging other funds
(ovcrwhelllingly, the reduced residential rate and utility-sponsored \\'eatherization).

(31 A pilot ccnservation and budget counseling program at the MissouJa-b~sed Human
Resource :ouncil.

(4) Impr'oved targeting of state weatherization funds,

(5) Ongoing ;liprO\'er.lcnts to the LIEAP matrix, L!EAP payments ar~ now increasd
as income declines. The LIEAP matrix already considered fuel-type, housing type
and size,md location within the State

(6) A much r lOre active role for the fuel fund, Energy Share.

(7) A "low-! ncO me collaborative" 10 review existing programs and make future
recommeldalions,

(8) A nearly unprecedented coordination of environmental and ratepayer interests. In
many sta' es, the two interests are often at loggerheads.

There remain signifi, ant questions regading (I) whether we are doing enough, (2) whether the
approaches we are raking now (particularly the flat 10 percent rate reduction) are the best
possible, (3) whethe and how to bring in other electric utilities, (4) whether or not similar

5 The project was funded by the Montana Department of Social and Rehabilitation
Sen'ices through a C!:Itr2ct to the National Center for Appropriate Technology.
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approaches should be otCIl Jed to Ilonclectric utilitics. (5) the kind l\f c\'iJellce required 10

support rate proposals, and (6) how :Kli\'e 0r cfrccti\e 111e hl\\'-iIlC(lJl)e collabor;ttiye has becn.

The Type of Program Designed Will Parlialh' Depend on lhe Hl'asom for Pursuing 11: The
following are three justificatons for ulility-bJsed prCl:;rall1s:

(I ) Avoided Cost. The a\'ojdeJ costs of shut-offs. collection. <.klayeJ paymcnt.
nonpayment, rec)I1nection, etc., typically support programs of deep rate reductiolls
targeted to the most payment troubled customers. Often. these prClgrams arc
eoordinated with targeted weatheriution. budget wUllseling. and arrearage repayment
schemes. Some utilities particularly concerned with payment problems ha\'e tahn
the initiative in making such proposals. On the lip side, such programs may prClduce
more measurabk benefits for other ratepayers and 1110re meaningful assistance fl1r
participants. On the dO\\11 side. the)' Ilia)' hJ\ Chigher aJminislratiye costs and Ili:l)'
not as fully share the BonbrightiJn \'jrtues of public acceptance and undcrstJlH.ling JS
do flat discounts

(2) Social Responsihility. This justification tJraws Cln the common law reeogllltlon.
\\:hich predates: lOdern economic theory. IhJt utilities are "Jffected with a public
interest." If acequate ~l11d affClrdablc utility sen'icc were not of fundamentJI
importance, it wiluld not be worth the trouble to regulate the sen·ice. In return fClr
accepting an "o)ligation to scn'e," rcgulJtcd utilities recei\'c certain pri\'ileges.
including a rcas)nable rate of return 011 thcir il1\'estment. the power of emincnt
domain, and in r iany states a frJnchise for In exclusi\'e sen'ice territory.

This theory suppxts across-the-board rate reductions, such as California's 15 percent
Jo\ver LIRA rate 6 MPCs current flat ]0 percent reduction, or a similar reduced rate
the j\·lontana COlmission ~ppro\ed for \\ atcr sen'icc in Great Falls. Montana.

6 In approving Califcrnia's Low-Income Ratepayer Assistance Program, the Public
Utility Commission's (PUCs) Final 0plnlon stated:

This program is simple-simple to understand. sim[1le to explain, simple to compute.
Simplicity of understanding and explanation will facilitate outreach and explanation by
customer service departments and result in a quick start to this program. It confers a
noticeable bill decrecse on participating customers. Final Opinion in California ruc
Proceedings, RedcII' of DOE alld PUC Policics Gnd Procedures for Implementing
Low-Income Homc Encrgy Assistancc Prograllls, Decision 89-09-044 (Cal. PUC:
September 7, 1989). 7-8. (See Quarterly Bullcrin 10:5. 516.)
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