
Saveral approaches hava been used for def ininq the applf a- 

bility of lifeline rate.. Nearly all lifelb'w rate program8 ha- 

been applied only to residential cu8tora8r8, hwaver, rrraly, if 

ever, have the benefits of lifeline rat08 barn. OPada gumrally 

available to all residential curtonnrs and 811 Irvrl8 of eleatzic 

use. More commonly, lifeline rate offariws have bean deaignad 

primarily to benefit (1) inelast ic  or essential residential use. of 

electricity &/or (2)  the  requironents of Lw-incom custoner*. 

In this context, the definition and i d a t i f  i cation of ersatial 

uses of electricity is central to the s t r u c t u r i n g  of lifeline rate 

proposals. Even lit elina tat. proqram8 which are designed p r i v r  

ily t o  a s s i s t  to low-incow customers t ~ d  to lhit l:ifilim allw- 

ances. ~hus, care is gurually takart in the deaf- of lifolirte 
- 

proqrams to ensure that lifrline b e n m f i t r ,  are not providd for m y  

significant amounts of non-eesential or imfficimt use. of olea- 

tricity. The encouragement of inefficient usm of el8ctricity is 

generally felt to bm inconsistent w i t &  tho sound approauhu t o  

lifelin. rate daeign. 

Essential uses of electricity are gonual ly  conaidered t o  b. 

those over which residential cuotomua can oxetcfsa little, if any, 

discretion. Included among those reaidential uses of electricity 

that arm considered esoantial are: refrigeration, water: heating, 

space heating, and limited amounts of energy for such a c t f v i t f u  as 



lighting, cooking, and ~o'mmication~ (e.g., FI and radio) .' BY 

definition, essential US08 of el*c+fiCity tend to bo highly price- 

inelastic, and thus, as rate8 for  electric suvic8 rim, remidon- 

tial customers tend to have little ability to  restrict their urn. of 

such ~arvfces to moderato the effects of rat* increasaa. 

~lthough measures of essential use r.puire..nts may b. koy 

inputs for the design of lifeline rates, those maasurea generally 

reflect only imprecise estimates o f  customersB actual eemential use 

requirestents. Furthermore, factors which influence thu magnitude 

of individual customer essential use rcpuirs~ant~ arm numeraa and 

can be ~xpected t o  vary over time. FOE exupkcr, essential ttoe 

r.quirements may vary with the nmber of p ~ o r u  per hatm.hold or 

the age and efficiency of  major energy C Q ~ S W ~ ~ ~ J  appltancos. Thu8, 

tailoring lifeline rate rllowancec to  meet individurrl c u s t o a u m 4  
-- - - - -- - - 

esaential use requirements is generally colurd&ed impractfcair- - 

I n  most areas of the mainland V. S., air conditioning is not 

considered an ccrsurtial use. W a t u  heating and spa- heating 

requirements are only considered essential to  th8 extent that cus- 

tomers have olectric . (as opposd to gas-f ired, oil-f ired, or 0 t h ~ )  

heating system8 for those purpose80 m e r m o r e b  since c r n . 1 ~ ~ ~  

2 Both the Edison Electric Institute (EEX) and tha U.S. 
~overment~ s Department of Energy (DOE) have developad data 
regarding typical electricity us. appliance type which may 
be helpful i n  asseesing es-ntial u8r requirmmnts. X o w n n r ,  
if the Commission elects to target lifeline rates to low- 
income customers, it should recognize that those customer8 
tend to havo older, less-energy-efficiant appliances. 



requirements for spa- heating, lighting, and even cooking require- 

ments tend to vary seasonally, recognition of seasonal d i f  feroncer 

in essantial use allowance8 has been a t  tin88 bean conriduvd 

necessary elenant of lifelinm rate  design.' 

p. Cost mi. for tw Il.tu 

When the lifeline rate concept surfaced during the 1970'8, 

proposals for such rates were designed prharily to moderate the 

impacts 02 u t i l i t y  cost  increases on residential consum.ru. In 

that context, many o f  the early lifeline rate proposals ware p u -  

caived to  represent departures from cost-baaed rateoaaking prfnci- 

pies. Howevmr, as the debate regard-ing th. merit. of if f e l i n e  rate 

proposal grew. advocates of such rat- baama incrmruingly involvod 

in  the development . o f  .. - cost -hs .d  rational- for the adoption of 

l i f e l i n e  rate structures. Inuluded among those rationale8 wore tha 

following t 

a Properly segregated, the emhdcled costs of serving 

identified lifeline requiremmta would km lwar 

than thosm for the r e s i d e n t i a l  clams as  a whole; 

3 Due to cl imatic  differencr, essential us. determinations for 
residents of Guam may need to d i f f u  markedly from tho88 for 
moat areas within the mainland U.S.  Fur examplo, in GU- 
spaca heating is probably not an e a r a t i a l  use of olaatricfty. 
Furthermore, seasonal differencrra in eaeential us0 
requiremmts are likely to be Iesm significant for GPA 
customare. 



Lifeline requirements genarally do not contribute 

proportionately t o  growth in m y s t u  requireamts, 

and therefore, should not  carry rerponrdbility for 

incremental capacity inveettent coats; 

The costs that a utility can avoid by not rruving 

identified lifeline requirements are l0.a than -8 

average coets of providing residential srrviclr; and 

Rates which place reduced charges on comparatively 

inelastic, lifeline service requitamants while 

increasing charges for norm price-sensitive ueaga 

are consistent  with (1) the consunration of en- 

ciency in the utilization of enugy resoureem, and 
-- 

( 3 )  will aid the overall minimization of utility 

costs. 

~ost embeddmd cost class c o s t - o f - ~ i c 8  analysem are dosigned 

to assess the overall costa of service for classem or major sub- 

classes of customers, only rarely do such atudior attaorpt to  

segregate a portion of the semice roqukanubts o f  a class or 

subclass of customers to detensFna separatrly the comts of s.rviw 
a specific portion of their service rerquirementa. Howmvu:, tha 

development of an W d e d  cost just i f icat ion for lowor chargo8 for 

lifeline services requires that  the costs o f  tha lifeline compon- 



ents of residential s.mtic8 b. separately identified w i t h i n  a. 
Company's cost-of-service a I l o u t i o n 8 .  

shore-run marginal cos t  wamures omtab1i.h nininm levels for 

pricing. utility services. As low as charge. for lifelina euvica 

equal or exceed the utility's marginal couta, 9ale8 t o  much am- 

tomars can be considrred economic. However, in  no event 8hould 

charges for  l i f e l i n e  services be set a8 level8 below such mearur.8 

of marginal costa. The utility must recover at leaat its incra- 

mental costs of 8nerw supply on each kWh sold. Y e t ,  conmiderillg 

the re lat ive  capital intm8ity of the electric utility industry, 

the pricing minhune emtablishad by short-rrur marginal cost m u -  

sure8 q m r a l l y  providm u t i l i t i e s  urd raqulators w i t h  considerablm 

ratemaking f l w i b i l i t y .  
-- - - -  - - --"- - 2 -*-- ---- -- 

9. conae-tioa and -0 m = * o i =  

A 6  noted above, lifeline rate8 are gemrally designed to 

maintain the affordability of pri--inelastic, eosuatial \uu o f  

electric service for reaiderrtial cu8tomus. In that contaxt, 

l i f e l i n e  rates are ien~ally designed to aid residential cu8tonat8 

in their efZorl3 to maintain their existing u-gr patterns, ta ther  

than cnoouragm changas in those patterns. Y e t ,  without af Zeutim 

changes in cu8tom.r~~ usage patterns, rates cannot be expected t o  

h a w  a significant influence an a utilftyfs ovualZ cost8 of 

providing emice.  m e n -  that l ifeline rater can brr used to 



encouraga enarqy cons*~at ion  aro generally ba.(K( on tha as-#.- 

ments of the influences of lifeline rat* offerings on tha charges 

paid by non-lif elin. customus, i .  e. , tho sffec+. on non-lifolin. 

customers of reallocated ravenur requirement8* 

some jurisdictions in the U . S .  Mainland ha-. adopted lifalina 

rate as a moans of encouraging conservatiarr and i m v e d  energy uro 

efficiency. Through a combination of  price elasticity and marginal 

cost ratf onales, lower rates for lass price-elamtic, erreential usea 

of electricity and higher rates for more price-elaotic, discretion- 

ary uses of electricity have been aseem8.d a8 baing consistent w i t h  

the achievemmnt of both conservation and enugy efficiency objec- 

tives. The basic economic precept on w h i c h  thoar  detsrminations 

are based is that, in th8 context o f  8n increaaing cost industrry, 

efficiency A -m_~aa_crf _le190urcee-ihrnhancpd-b&.\rfE-&i~--- -- 

prics-elastic demands at, or a8 closa as pouaiblr t o ,  maqinal 

costs . 

such rate designs also recognize tstablliahed relationship6 

between customer usage and dnraand charlct~ti~tic~. That is, high- 

use residential a d  commercial customus tend t o  contribute dispro- 

portionately t o  system peak demandm. For ~b1p1pler res ident ia l  

heating and/or a ir  conditioning cu8tOmrs ccmtributa mrm kilowatt8 

(kW) of demand per kilowatt-how (kWh) of annual energy us. than 

non-heat ing and/ or non-coolinq custorarrm. Moreover, increasing tha 

relative charges for non-lifeline custommrs and/or for res ident ia l  



uses in excess of lifeline allowances encourages energy conserva- 

tion w i t h i n  ranges where customers can be expected to hava i-. 

discretion and control over usage lov.18. 

Over tho last several years, increaming focus haa been &awn 

toward the costs to utilities, their custolaers, and the society as 

a whole of having rates for utility servicem that exceed low-incosa 

customerst ability to pay, The p ~ m d 8 8  of  8uch efforts ha8 bean 

that it i s  often more economic for the utility to providr somica 

to low-income customers at rates below those for other residential 

cuatomus than to attunpt to terminate oorvica to such c u ~ t o m u ~ . ~  

This rationale is b a e d  i n  part  an the roalizrrtion that tho coat. 

of terminating ~ e e i c o  - -  t o  - -- cuetourart8 - - -  that do not reamin current in 
-- - - - - - - - - - 

the payment of t-Wk BjlAmg-b -s--tf ~1,~- Notifring -- - cu~tannre ---_.. _-__ __ 

of intentions t o  terminate service, processing appeal8 of such 

notices, physical  disconnection and of tan mub8aquent roconncsctionm 

are all labot intensive activities vuch can quickly grow out of 

proportion t o  a customer8u arrearrg-. Th\u, it ha8 beon m o d  

that the procesr, of disconnecting and recorrneating cueto~tlbrs who 

develob, arrearaqarr in the payment of thair bi llr i s  often sore 

4 studies performed by ruearchers from the National C O n s u m U  
Law Center have provided conaiduabla evidurco t&at utilitf 8s 
may actually incur greuter comta t o  discontinur sruric8 to 
payment-troubled cuntomus than they would i2 they centinuad 
to serve such customus a t  reduced rates. 



c m t l y  than the alternative of  continuing to Servo such customet. 

a t  reduced rates. 

Using the concept of wopportunity C08t, it i8 furtbu roa- 

s o n d  that a utility ic botter served by obtaining mom contribu- 

tion to its f fxed costs from such custom~rsl than none. If somice 

is terminated, all opportunity to recovrr ffx8d coats from a 

payment trouble customer is lost, even though the coot8 of plant 

and equipment formarly employed in the servica of such customer8 

must continue to be met. Thus, from an "opportunity costa par- 

sgective, lower ra tes  t o  payment-troubled customers can b. 

justified as long as such rates exceed tha utility~s short-run 

marginal costs of santice. Htnnvor, e-omic theory also euqgutr, 

that in no instance should a custumer ba .emmi at rat- which.ara 

less than thwliti3f TS-zxtll -margfrta+-*mt t.refe,--tfm .euch- -- 

pricing practices would add to tha cost~ which m u r t  bQ col1ect.d 

through rat- for other cuetommrs. 

5 Zn recent years,  t h m  concept OF w~pportunity costam has b a a  
used by both electric and gar utilitier priaarily in the con- 
text o t  the pricing o f  service. to la+- customers. who have 
en- supply al ternat ives .  Although the circ=umrtancer of 
those largo customert d i f f w  considuably from thorro of lou- 
incam8 residential customers, tha rationale which underpin the 
use of "opportunity costm concepts for low-income customus 
at8  highly analegaus . 



Tne establishment of lifeline rates aurt br rmritiva to the 

envLronrnu~lL Arb w h i c h  ouch rat- w o u l d  be m p p l i d .  CE)Atm ~ la t tmnv  

characteristic8 and cost struckrrer arm, thuef  or., important 

fnputs to tha design 02 residential lifeline ratem for Guam, Other 

key inputs are primarily policy determinations and socio-economic 

data. In combination, those inputs define e liait8 of the 

c;ommisaiurr'r dis~xation in designhag lif olinm rake for rpplicatinn 

CU riilA %iurLvuo~o 

One important limit is sat by GPArs m a r g i n a l  energy c08t8, In 

no event should a l i f e l i n e  rate be sat a level baaoat GPAr8 marginal 

urcrrgy corts, -0th- kmy faator is tho progartian af total aalem 

that would b. subject - - - -  to A lifeline. Assuming (for discus8ion pur- 

pose.) that GPA c e - a v e = a g r .  L u e l c o s * ~ ~ - i d e  r~a8onable-approx- 

imatione of its avarage marginal energy wsts16  current rror~ures of 

average fuel costs can be used to  d e t u d a e  a lowar bound for -0 

pricing of l i f e l i n e  rates. Presmtly, CPAVs avaraga fuel cost8 are 

roughly $0.04 p u  kWh or about 4 0 1  of GPAQ average &awe8 put kWh 

for reeidurtfal sarvice. 

Recent GPA sales astiaratar suggest that residential 8aler 

account for approximately 37% of i t 8  total annual en- sale8 

6 GPAts actual marginal. energy costs should include non-fuel 
variable costs an w e l l  ao Fumf cost., and on average over an 
Wmual period, may or may not excred GPAv8 average fu.1 corrt., 



(excluding sal.8 t o  the U.S. Navy) . In addition, related dam 

indicated that GPA'cr average residential cuatorprr: consume. 0v.r 900 

kwh per month. Of tEose raquirmnte, euurt ia l  energy usam 

(excluding air conditioninp) would moat l**ly account for 200 to 

400 kwh p u  month. Using the mid-point of range ( i . ~ , ,  300 

kwh per customer p u  month), m i b i t .  A md B attached t o  this 

report provide indications of pot8ntia1 inpact. of alternative 

non-tuyat.6 lifeline rate prow-- Exhibits C, D, E, and P 

illustrata the potential in%pa~ts of W a t . 6  lifeline program 

designs assuming such targeted program would provide Xifaline 

benefits to approximately 25% of GPA residmtial cuatomarm,' Whue 

targeted approache. to lifeline rate fnrplmcmtation a r m  conridered, 

an allowance is also made for the additional adminimtrativa cost8 

that arm likely to be incurred to  asses8 ulotomer el igibi l i ty  for 

such prograas"for ik-trative purposu-wa-ha~m_ar;m#ar#l that: e A  

would incur an annual cost of $20 per l i t e f i ~  customr - to - ----- arm.. A-s 

the eligibility of customers for participation in a target8d 

lifeline program.' 

7 Thr assumption that 25% of residential  cuotonrrs w o u l ~  qualify 
for lif e l i n s  service is off errd etrf etly for discrussion 
purposes. T h i s  assumption is not intendod in any way t o  bias 
the Coaunieoion8s consideration of p r o g r a r n m  which Pray havm 
greater or lesser applicability,  

a The added admini~trative costs for targ8t.d lifeline progr- 
can vary widely depndinq on the paramaters OF the 6p.crific 
program and M e  extent to which eliqibillt can be determined 
by non-utility pusonnel. For axanple, I n the Dfstriet of 
colrtmbia, eligibility for the Potolnaa Electrfc Pow- Colap.nyt8 
Residential Air Rider is detarmined on the basis of LMEAP or 
Coarplimurtary Energy AsaristaM?8 Program (CEAP) qualification. 



Exhibits  C and D examine the impacts of t q t o d  program8 

which provide lifeline rat8 benefi ts  for t h m  firat 300 k ~ b  of 

monthly use. The analyses presented in Exnibits E and ? paralld 

-088 found in Exhibits C and D, but asmumr. that the rsruhtial u8. 

block is det8rmined to include 500 kWh per mnth rather than 300 

kwh. ~urthermor8,  Exhibits A, C,  and E as- that l i f e l i n e  rates 

are set on8 cent ($0.01) per ktjn belaar current residantial rat. 

levsale. ~xhibitn B, D, and F ass- that charges for lifolim 

energy use are set five cents ( $ 0 . 0 5 )  per kWn below the prosant 

residential rate LevelS. 'I'II8 KWn aa-jusuasnts reg%-ted Ln t h u n  

sets of exhibits are intended t o  roughly portray tha range of 

adjustments that may be availablo to  the Coda*ion. Nothing Ln 

these examples is int8nd.d to eugq8rt eithw the method. that  

should b. used to sat l i f e l i n e  charges or the magnitude of appm- 

priat. chargem for l i f e l i n e  r~ervice.- - T h e - _ $ Q l B ~ a l . . 1 4 W & m - - =  

adjustment sandned _ i n  _-wibf ts 8, D , and F roughly depf ct. the 

fixed cost component of the residential rates that CPA proposed in 

m k e t  No. 91-004, and in doing so that ad jumtzmnt ten* to  euggrrt 

the limit of rat. adjustment. that might bm jumtifiablo for life- 

line serttic*. 

In each exhibit (A through F), three rrcurarios are exashefib 

Those three scanarias differ only in terms of thr manner in which 

the lifeline ratr program impacts thlt rates of non-participantsb 

Under B a ~ m r f o  1, revenues foregona as a result o f  lovering chslzpss 

to lifeline customers, as well as any additional administrative 



costs aseociated w i t h  the implemmtation o f  lifeline rat-, . ur 

-UW. U- ~ w y b  Anou*---4 vh-uy-- 00- *h- no- - Z A d o ~ L n m  

e i t  F W  1 In othmr werda. tha rntirr corn- of 

iq&-ontinp lie-lino r r t m m  r r o  kept w i t h i n  tba rmmidential e1r.r. 

Oaaaarfo a, on the other hand, assum that a l l  S O ~ ~ ~ O M .  revuruer 

and added adnrinimtrativo sxpenseu are racover8d 1008 from rron-re.$- 

d m t i a l  customers. Finally,  Soaauio 3 spread8 Wm burdaru of 

lifelina rate implementation among all residential and non-reriden- 

tfal usrm on an equal cent8 per kWh basis. 

~ h .  analyses praeented in Exhibits A t2%rough F suggest that 

comparatively large rate reductions could be provided for subatan- 

tfal porttom of residential use viMout having 8fgnificant advusa 

inpacts on charges for non-li felino suvices. This is particularly 

true if the cost8 of lif m l i n m -  program hplamurtatf on arm distrf- -- -- -- 

buted broadly across sale8 for non-lifmlinr suvicaa. #waver, the 

ovrrrall banefits to residential currtolru8 would br greatest if the 

f u l l  t-nctr nf llfrlinr rrrtr i ~ t a m n n t n t i o n  vrrm rmovrrrd through 

non-residurtial ratee. For example, a8 sham in Exhibit 8, a f iva- 

cent reduction in c h a q r  for lifeline .mice und.r a non-targated 

program (providing 300 k ~ n  per month of lifeline service to a11 

remfdential customarm) could be implemented a t  an added cost of 

less than $0.01 p u  kwh for non-residential custoarars. It can also 

ba obsenred that, despite incteaeed admfnistrativa costs for 

targeted l i f e l i n e  Prosrams, those proqr- may have 18s. impact on 

charge8 for non-lifeline service8 than lifelinr rate programa th.t 



offer the eama level of Iffeline benefits to all rmsidontial 

customrr8. 

W i t  G translate8 the cants p r  kW)r fmpauta of the aItuna- 

tive l i fo l in .  program designs into eatlaate8 02 monthly b i l l  

impacts. For simplicity, an anraga monthly we  of 900 kWh par 

month is used for both residential and non-raaidential cruston= 

bill impact calculationa. Mnthly b i l l  5mpacts far e i t h u  h i g h u  

of lower levels o f  use can be det-ined through extrapolation, 

The cmparisons provided in Exnibit G support the fallloving 

2 f ndinga : 

cr  on-targeted l i f e l b  programs providm littla not 

h c u J L t  to tkr ovoroge oiao rrcrfdantSr1 curt-rr 

when the costs of those programs arm recrovusd 
A --_=- - -  - - ___ - .rr=____=__ = - - ----- 

fully within the residmtial  c lass .  

Non-targrtcd lifolinr p r y  vhtch seek to 

remover the costs of tho8r programs from now 

residential are most costly far altarnative for  

non-residential customus. 

Reaidontial customus who do not qualsfy for 

lifalina suvice  undetr targated proqrama u a  most 

adversely affected when t lze costs lifellna rate 

offerings arm kept w i t h i n  th8 residential claa*. 



The devalopmnt of litelin8 rat.. for GPA eleutric rewica 

should be acconplish~d in basic steps. The80 #tap8 8houLd includor 

1. Development of  in i t ia l  policy determinations; 

2. Dovelogment of proposed lifeline rate deaign, 

implementation plan, and program budqat; 

3 .  Approval of rates and f ina l  prograr parameters. 

me first step of  the process outlined rbovm should b. in i -  

tiated tbrough the distribution 02 this  rmport for c o m n t  by GPA 

and 0th.r interested partie.. Cammrnting p u t i  or should b. 

requested to focus their r v m t s ,  @@prily, ---__ on the following _ -  policy 

issues: 

a. What should be the priamry objsetive of lifeline 

-- Should lifeline rates be structured to ensure 

the affordability of asnnt ia l  use8 of elec- 

tricity for all customers; or 



-- should l i f e l i ~  rate8 b. turg.0t.d to  amaiat 

specific aubgroupr, of  tha rscridential currto- 

more, such a s  1w incon or elderly perron.3 

b. Assuming the Comfesion should docid8 to  b880 life- 

line rates in whole, or in part,  on o8rontial use 

concepts, how should essential uoa requirements be 

aetabliahed? 

c .  Assuming the  Commission should decide to impleaant 

a targeted lifelin8 rate program, what baais 8hould 

be used for determining customer qualification for 

servica under lifaline rate.? 

d. What coat baais, 1f any, enoula me  t'ommiumion rr- 

quire for the establishment o f  lifeline rates? 

e. H o w  should revenues 108808 that result from lower- 

ing rater for recipimts of lifaline sawice ba 

ofitsat to ansur8 that GPA financial requirements 

are m a t ?  

-- Should l o w e  charges for lifeline sunrice bo 

off sat by increased charger for non-1if e l in8  

portions of resfdmtial s m i c e ;  or 



-- or 1 o f  the cost8 of offering 

lL*al 4.r- e n - i m r  h bv ~ t ~ l n - r 1 ~ 8 i d ~ n t i ~ 1  

cu8tomrr~') 

C.  re there identifiable societal cost8 (a8 0ppor.d 

t o  u t i l i t y  costs) that can he reduced or avoided as 

a result o f  lifeline rat. offarings, and haw ahould 

those cost8 be coneidered in the development 

lifeline rate6 for GPA? 

GPA and other parties should be requested to oubmit their 

comments on these issue8, not latter than thm end of Jarruary 1992, 

for consideration by the Co~~lailosion in hearing8 to ba held in 

February 1992. 

Following the conclusion of the February 1992 heuing8, tha 

Commission should endeavor to make at leaat preliminary datcrrr~in- 

ations regarding the policy issue8 listed above. It should than 

direct GPA to devalop sgecrific rates and implementation plan8 t o  

implement those policy determinat lorn. 

GPAts taek of designing l ifaline ratas and implementation 

plans would be greatly faa i l i ta te  by speoifia determination# 

regarding each of the issue8 listod above. Hawaver, the ~crm~risrion 

may prefer to withhold final policy determinations on cavtain 

issues pending th8 development of greater information regarding the 



specific of suds alternativm for GPA. In that inatanca, the Con- 

mission should rsquira GPA to devaiop &Itamative lifaline rate 

design. and/or implementation plan8 f o t  conaiduatfon by the 

GPA should be provided until lata April or early nay 1991 to 

prepare a rmsponse to thm caumission directive. That rempon.. 

should f nclude t 

(1) A e p w i f i c  lifeline rate design or alternative rate 

demigrrs, depending on the content o f  t h m  Canrairs- 

sion's directive; 

( 2)  Recomr~endations regarding thm required adjulrtmurtr , 
if any, to the rates and charges for non-lifeline 

services) 

( 3 )  ~s~essaents of the numbers of customus and kWh 

that would be s e n a d  under the proposed lifeline 

ratas; 

(4 )  Asseosments of the fmpacto of the propoard l i f  elin. 

rat8 program(s) on both put i c ipant  and non-puti- 

cipant custmrr b i l l s ;  



(5 )  ~~sassmmts of the specific task8 and rrrourcn 

that GPA w i l l  requirm for tha iroplcmentation the 

progood lifalina rat. progrsr(8) including a 

proposed budgat(8) for thoso ictivitie.;  and 

~ollowing the submiseion of GPAr8 re8pon.e to the Coarirmion 

directive regarding lifeline rate d-f grr, th. Coal~iasion rrhald 

provide Georgetown and other interested p e i a 8  approximatmly 3 0  

days to comxtent on GPAts proposal#, with another set of hearing 

scheduled in mid-summer for ~armnission consideration of thoma 

proposals. 

With benefit of the record developad through that second sot 

of hearings, the Commission should then sm.k to make final litelina 

policy, rate design, and program mtructture datermination8. This 

schedule should mabla the Conmission to rendar. a final lifeline 

policy and rate design ordu in August 1993, requiring GPA t o  m . k a  

a compliancm filing for tha L m p l ~ t a t i o n  of liteline ratu w i t h  

the start o f  its next fiscal year. 



GUAM POWER A W R I T V  

ASSESSMENT OF UFEUNE RATE S T R W E  AL-TNES 

Illustration of the Affect8 ot a O m c ~ n t  per kwh Rsdue;tlon 
in Charges for L j feh  M a  

M 92 Percent R a t e A d v s c e w i 0 8  
Sales Ot Tatal (Rate irr SN(Yh) 
(MI Sales, 1 2 3 

Residential 
Lifmie* 108,000 12096 -0.01do' 4.0100 6.0100 
Non-Uteff~ 225,704 25.2% 0.0048 0.0000 0.0014 
TOW 333,704 37m 0.0000 4.CYM3 4.0423 

Non-Residential 562,645 628% 0.0000 0.0019 0.0014 
-- 

TOW 896,349 1 O O . ~ . ~ ~ - - ~  , -- 

* Assumor l i i i  charge3 are applied to the ffmt nt 340 af at each month 
for each of 30,000 residentfal c u s t m .  

Scenario 1: Costs ot Iblkie rate reductions recavered through equal per 
inaeasee in energy chargm for non-lKeUns r e M d  m$y we. 

Scenario 2: CoSts ot Itfelhe rate reducttons r e a m r d  equal antdkWh 
lnaeases h the energy charges for aR mesidentlul mwice. 

Scenario 3: Corn of lffefkre rats reductbm recawed t$mugh ~qud  cents/kWn 
i n c r e ~ i n t n e e r r e r g y d w r g e s f o r d l m ~ - # f e A r r r , ~ , r ~  
and non-rewnt&l. 



GUAM POWER AUTtiOf?lTY 

ASSESSMENT OF UFEUNE RATE STRUCTURE ALTERNATIVES 

lllwtration of the A M  of a F b C m t  per kwh Rsdudkrr 
i n ~ g e s f o r U l e l h ' r e ~ U 6 e  

Reeidentlal 
Lifeline* 108,000 120% 4.0600 -0.0$00 -0.0600 
Norr-Ufeline 226,704 25.2% 0.- 0.0000 0.0068 
Total 333,704 37.2% 0.0000 4.0162 4.0116 

Total 898,34@ 100.0% 0.0000 0.0000. 0.0000 

* A s s w n e s ~ ~ c h a r g ~ a r e ~ t o ~ l k s t 3 0 0 k W h d u s e e a c f r m o n t t r  
for each of 30,000 tesiderrtial wstmwa 

Scenariol: C o s t s o f m e r k r e t a t e ~ ~ ~ e q u a l o e n t s A < W h  
imasm in energy charqtfir.for norrlHssns feWh#id energy use. 

Scenario 2: Costs of lifelhe rate reductfwrs reamfed ttrroylh equal 
i r r c t s w e s i n t h e e n ~ r g y c h 8 r g e a t O r a l l ~ ~ .  

S~enario3: CosftofI~eHneratereductforrsrecoverodthFaugheqwJ~~ 
~ n a ~ ~ k r t t r e e s r e t ~ y c h a r g e a t o r i J I ~ ~ ~ , r e d d e n t  
and n o n - r m .  



ASSESSMENT OF UFEUNE RATE STRUCTURE AL-TNES 

i l lus tWonof theMedsota~pwkWhRebuct ia r r  
in Charges for UfeRno Enstqy Use 

Awming 25% of Residentid Customer8 Based on incam Cltterla 

w92 Percent R c r t e A d v -  
Saliur of T a  (Rate mw- k, S/lcWh) 
(m) S a w  1 2 3 

+ Assumes lifeline charges sue appli%d to the &st 300 kwh of use each month 
foreactlaf7,mresidentialwstornsnwith$#)per#feffrreawtomsr~n 
addllfond admlnistratlve axt8. 

Sconarb 2: Corn of IlfoRne fato rrductlom r~~~ sqod -W?I 
inatas- in the energy W g c w  br  all now- e m .  





GUAM POWER AUTHORITY 

ASSESSMENT Of UFEUNE RATE STRUCTURE M.TWWANES 

Illustration of the AlWts of a One-Cant per kWh RuhcUm 
in Charm tot UMm Energy Use 

Assuming 25% ot Res&ent)al CMornm QuaYty Basisd on L)cxxr# CrRwk 
am3600 kWh Cifeflno B)ack 

M92 Percent Rate Ad- scwwim 
W88 Ot TOW (Rate Ch-8 in SlkVVh) 
(MWH) Saiw 1 2 3 

Residential 
UfelifW* *,ooo 5.0% 4.01 00 4.0100 4.0100 
Non-Lifeline 288,704 322% 0.a1 0,0000 0,0007 
Total 3S.n 37.2% 0.0004 -0,Lnrw 4.0007 

Total 896,349 100.0% O b W  4- O.OOC# 

+ Assumes lifeline charge3 are applied to the first 500 kWh of use mOnth 
for each at 7,600 residsntial cusbmm with $20 per #fefine arstamer in 
mttlwrsdmm- 

Scenario2: Costsof W i n s w r e d v c t i a n s ~ a d ~ ~ ~  
Increases h the energy chug# for ail mxwesld4ntial mtvb. 

Scenario 3: Cash of lifeline rate reductlm f~covsrsd thfW@l squd C8fWkwh 
i n c r e a s e t s i n t h e ~ c h a f g e s f o r a t l n o r \ - l i f e l i r n w r m  
and n o r r - r e s ~ ~ ~ ~  



GUAM POWER AUTHORlTV 

ASSESSMENT OF UFEUNE RATE STWMURE MlERMTNES 

Residenttal 
LiteIine* 46,m 5.0% 6.0500 -0.0500 4.0500 
W e U n e  288704 322% 0.- 0.0000 0.- 
Total 333.704 37296 0.000$ 4,OObf 4.0043 

Assumeslifefinechargesareappliedto~~500kWhofuseeach~ 
fur each of 7,500 remdmtial customen with $20 per Meline customsr h 
addMonal administrative costs, 

Scenario 1: Costs of IMe rate reducttons mavwd through qud umts/kWh 
increases in energy charg# for rmWetW reWmtk4 energy use. 

Scenario 2 Costs of lifeline rate reductiorw rc4covered through equal .ambMVh 
i n a e a s e s i n t h s ~ C h a r Q 8 8 f o r r r l l l l o ~ ~ s ~ .  

Scenario 3: Cbs@ at Meline rate reductlam m e d  throogPl equal cmWWh 
lncxeases in the energy charm tar aB non-l- 8wW. mident 
and non-residential. 
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~ 3 :  Georgetown Consultizg Group on behalf of the Guam Public 
Utilities Cornmissicn 

FROM: Wilentz, Goldman f Spitzer, P . C .  
Ey: John A. Hoffman 

Hesser G. McBride, Jr . 
RE: Establishment of "LifelineN Utility Rates 

DATE: October 21, 1991 

I. Intr~ductioq 

On April 3, i991 the Legislature of the Tarritory of 

~ u a m  adopced a Resolution requesting that the Pubiic Utilities 

Commission of Guam (the "Guam PUCn or the wPUC") establish 
1 wli:eline" utility rates for essential utility services. (a 

Resolution attached) The Resolution states that Guam has 

experienced dramatic economic growth and development and that the 
_ - -- _ -  ..- 

costs associated with adding additional capacity and reserves for 

utility services should be borne by the persons most responsible 

for the unprecedented increase in demand on the Territory of 

Guam's utility services. 

The Resolution indicates that the implementation of 

lifeline rates for residential services is necessary in order to 

I 
The Resolution indicates that lifeline rates should be 
established for electric, telephone and water service. 
Pursuant to Qe helic Utilities Commission Law," 12 
G.C.A. 61200 sea. the Guam PUC does not have 
jurisdiction over the rates charged by the Public 
Utility Agency of Guam ( nPUAGn) for the provision of 
water. Accordingly, it does not appear that the Guam 
PUC has statutory authority to mandate that PUAG 
implement a lifeline rate plan. In order to implement 
a lifeline rate for water service, we recommend that 
PUAG'T enabling statute be revised to authorize the 
implementation of such a rate. 



make essential utility services affordable to the "needy, tee 

elderly, those with fixed retirement incomes and the less fortu- 

nate." The Resolution also directs the FUC to develop standards 

regarding the essential services consumption patterns of average 

and normal families. Furthermore, the Resolution states that the 

establishment of lifeline rates should provide incentive to 

consumers to conserve energy and water. 

This memorandum discusses legal issues associated with 

the Territory of Guam's implementation of lifeline rates for 

utility services. 

11. Discussion 

In response to the tremendous increase in the cost of 

electricity during the 1970ts, the United States Congress enacted 
- - - ad .. m - 

the "Public Utilities Regulatory Policies Act of 1978" ("PURPAn) . 
-- - - . --- - . -A- - - - - -  

P.L. 95-617, November 9, 1978, 92 Stat. 3119. Section 114(b) of 

PURPA directed state public utility regulatory commissions to 

conduct evidentiary hearings to determine whether a rate which is 

lower than a cost of service rate (as defined by Section 111(d) 

of PURPA) should be implemented for residential electric 

consumers. 16 Y.S.C. 2621 (d) . The "lowern rates sanctioned by 

PURPA, generally referred to as "lifeline rates," are designed to 

provide a reduced rate for the consumption of electricity up to 



an amount determined as necessary to fulfill the essential meeds 

of residential customers.L Lifeline rates have been defined as: 

tariffs which provide a minimum amount of 
electricity to residential electric customers 
at low and uniform rates [sol that such rates 
will aid needy individuals and promote energy 
conservation at the same time. "Prosress of - 
RegulationsIn Public Utilities Fortniuhtly, 
October 1979, p.42. 

In  short, lifeline rates are designed to ensure that residential 

customers receive utility service sufficient for essential needs 

at a price affordable to the poor and the elderly. 

Subsequent to the enactment of PURPA, several states 

implemented lifeline rates, or direct rate assistance programs, 3 

2 Although the concept of lifeline rates originated in 
the area of electricity, lifeline rate plans have also 
been implemented by regulatory commissions for natural 
gas and telephone service. a -t Lakes Steel 
Division - - of National Steel Corporation v. Michi 
Public Service Commissia, 130 Mich. 470, N.W. 
29 321 (1983); Toward Utilitv Rate NorlIlibL+;tat 
Paclflc Teleahone and Telesa~h Comgny . . - -  - ion v. 

8 149 -, 

692, 585 P.2d 491 (1978). 
3 Direct aid programs are programs in which the legis- 

lature utilizes tax revenue to subsidize a needy 
customer's utility costs. Direct aid programs differ 
from lifeline rates in that the subsidization of rates 
is accomplished through tax revenue as opposed to 
higher charges to other utility customers. Direct aid 
plans can be implemented in many forms, such as direct 
payment by the state to the utility, payment by the 
state to the ratepayers, or the utilization of "energy 
stampsm which are similar to food stamps. Examples of 
direct aid programs are the "Lifeline Credit Programa 
provided by the State of New Jersey, N . J . S . A b  48:2- 
29.15 f t ~  -, and the nIllinois Residential Affordable 
Payment Programa $11. Rev. Stat, Ch. 111, 2/3, par. 
1301 sea. Under these programs, eligible resi- 
dential customers receive a credit on their gas or 

(continued. . . I 



in order t o  make essential utility services affordable to elderly 

persons a n d  persons of low income. American Hoechest Corn. v. 

D 
* .  * 4 , 379 mss. 408,  399  N . E .  2d 1 

( 1 9 8 0 ) ;  United States Steel C 3 r ~ .  v. Peansvlvania Public Utilitv 

Ccrmission, 37 EL CmnwltL 1 7 3 ,  390 A . 2 4  865 (1978)  ; & 

mlicaticn of Hawaii Electric Liuht Co,, 60 Hawaii 624,  594 p,2a 

612 (1979)  ; R e  Montana - Dakota Utilities Co,, (Montana-PUC) 

Docket N o .  6695,  Order N o .  4635C, February 18, 1 9 8 1 ;  Re Lifeline 

F!ates, (New Hampshire PUC) , DP80-260 Order N o .  1 4 , 8 7 2 ,  April 1 3 ,  

1 9 8 1 ;  Re A~~alachian Power Co., (West Virginia PUC) Case NO. 8 0 -  

273-E-42T,  May 8 ,  1991;  Re Consumer Power Co,, 25 

(Mich. PUC 1 9 8 2 ) ;  Re Gas and Electric Utiutv Rate Stxucr;jbl;le, 24 

332 ( C a l .  PUC 1 9 7 8 )  . However, at least an equal number 

of jurisdictions have refused to implement such rates. Mountgig 

ties C , 197 ~010,  

S O ,  590 p . 2 d  495 ( 1 9 7 9 ) ;  Jthode Island Consumer's Council v, 

Smith, 111 R.1, 271,  302 A.2d 743 (1973)  ; Blackstone vallev 

Chamber o f  Comerce v. PyBlic Utabjtv Corn., 121 W.IL 122,  396 

Ji. 2 d  102 (1979)  ; a t i z e n ' s  Action Coal3 tion v. Public Service 

w, 450 N.E. 98 (Ind- App- 1 9 8 3 ) ;  Mountain States Lesal 

Foundation v. Utah Public S e r v i c e  Congn_y~sloq 
. . , 6 3 6  P. 24 1047 (Utah 

1 9 8 1 )  ; Re Consideration of Lifeline Rateg, (Florida PUC) , Docket 

"(...continued) 
electric bills. Thereafter, the state directly pays 
the utility the amount of the credits provided to 
eligible customers. 



No. 80010 EU, Order No. 10047, Gune 5 ,  i901. The reasons . 

advanced by courts or commissions rejecting lifeline rates have 

included the following: (1) the particular regulatory commission 

lacked statutory authority to implement preferential rates within 

a customer class; ( 2 )  public utilities are prohibited by certain 

state statutes from aranting preferential rates; (3 regulatory 

commissions lack the authority to implement nsocial legislationH 

through ratemaking; (0 absence of sufficient evidence to justify 

the implementation of lifeline rates, and (5) lifelines rates are 

unreasonably discriminatory.' 

Since utility ratemaking is generally an area of regu- 

lation which rests within the province of the states, our 

research has not revealed any federal circuit court or United 

States Supreme Court decisions which address the legality of the 

implementation of lifeline rates for essential utility services. s 

b 

An unreasonably discriminatory utility rate is unlawful 
in that it constitutes a violation of the equal 
protection clause of the United States Constitution. 
~ 1 1  persons in Guam are entitled to equal protection 
pursuant to the Bill of Rights in the Organic Act of 
Guam. &g 48 U.S.C. 1421b(n) . 

5 However, in n Commission v, 
~i ' I s u p r e m e  court 
-balidity of PURPA which directed state 
regulatory agencies to consider the promulgation of 
lifeline rates. Thus, it appears that the Court does 
not consider the concept of lifeline rates to be 
unlawful. However, the legality of any particular 
lifeline rate must be decided on a case-by-case basis 
taking into consideration all relevant facts including 
the statutory authority of the regulatory commission 
and the reasonableness of the lifeline rate. 



B. Statutorv Authority - To Innlement - Lifeline Rateg 

In order for the Guam PUC to require the Guam Telephone 

Authority (*GTAn) and the Guam Power Authority ("GPAn) to 

iqlement "lifeline ratesn it will be necessary for the PUC to 

demonstrate that it has sufficient staturory authority to mandate 

such races. Several state courts and regulatory commissions have 

refused to implement lifeline rates based on the conclusion that 

regulatory commissions lack sufficient authority to mandate 

lifelice rates or any preferential rates within a particular 

class of consumers. 

For example, in Mountain States Lesal Foundatioq, 197 

~010. 56, P.2d 495 (1979), the court held that, although the 

Colorado Public Utilities Commission had been granted broad 

ratemaking powers by the Legislature, the commission was 

prohibited by statute-tram eTf%minq3crc'iaZ poricy through 

preferential ratemaking. --Speci-f i-cak*;'the rouft struck down a 

plan adopted by the commission which established a reduced gas 

rate for low-income elderly and low-income disabled persons. The 

resulting revenue loss for the discounted services was to be 

recovered through increased rates to all other customers. 

The court explained that public utilities were 

prohibited bv statue from granting preferential rates to any 

person, and that the commission was required by statute to 

prevent unjust discriminatory rates. The court, while 

ackcowledging that efforts to provide economic relief to the 



targeted customers were laudatory, stated that it could not 

empower the commission, which was an appointed, non-elected body, 

to create a special rate for any group it determined to be 

deserving. at 501. The court held that a discount gas rate 

plan which differentiated between economically needy individuals 

who received the same service was unjustly discriminatory. ra, 
Accordingly, the court reversed the commission's decision 

approving the discounted rate. 

Likewise, the Colorado Supreme Court in C~loradq 
* .  

v, Public Util~txes Commission Munici~al L e a ~ e  , 197 Colo. 107, 

591 p.2d 577 (1979) held that a plan authorizing a telephone 

company to implement lower rates for coin operated telephones in 

neighborhoods populated by elderly and low income persons was 

invalid. The court concluded that the conmission lacked 
- - - -  

authority to effect social legislation by ordering that pay 

telephone rates be reduced according to age and indigence 

classifications. ;IdL at 583. 

Similarly, in Blackstone Valley C h m & ,  

121 R.I. 122, 396 &.2d 102 (1979) the Supreme Court of Rhode 

Island held that the State public utility commissionls approval 

of a rate design which exempted the first 300 KWH of residential 

electric service from an increase in rates was not supported by 

the evidence. The court, after acknowledging that the rate was 

intended to assist the elderly and the poor, held that customers 

of a public utility: 



cannot be compelled to devote their property 
in the f o m  of utility paymencs for the tsna- 
fit of those deemed worthy by the comission 
to be subsidized, partiWrlv in the absence 
9f a 

. . 
nv S~eclf - c statutom authority for the 

commission t o m .  a at 
127, 396 A . 2 d  at 105. (emphasis supplied) . 

The court also noted that it was not the commission's role to 

engage in "social engineeringn and that a determination to exempr 

a certain amount of electricity from a rate increase must be 

based upon competent evidence such as cost of service principles. 

Id. - 
While upholding the determination of the State public 

utility commission to impose a relatively lesser burden on the 

first 500 kilowatt hours of monthly usage by residential 

customers, the court held in United States Steel C o r n .  v. 

Pe*nsvlvanb Public UtiLitv corn, 37 pa ~ m n w l t ~  173, 390 
_,. . .  ------- - . 

865 (1978). that decisioniconcerning the kind and extent of 
, . - -  - -  _ - I-  

subsidy which should be 'afforded to needy residential customers 

should be "Lett bv resulatorv aqencies and court. to the leaisla- 

f ivr branch of q~ve-~ LL at 0 7 0 .  (emphasis supplied) 

The court observed that a regulatory comission is not empowered 

to require one customer to pay another's utility bill, and the 

utility may not, and could not, be required to provide such 

subsidy out of its capital. However, the court stated: 

it was relevant that residential customers 
could not pay utility bills which were beyond 
their means [and] that if a public utility is 
starved for funds, its service will 
deteriorate, and that commerce and industry 



would not stay where ccsts prevent profits. 
Id, at 871. 

Nonetheless. the court rejected the contention that poor persons 

should be relieved of the cost of their utility setvices and that 

these costs should be charged to other customers better able to 

pay. 3 . L  

Similarly. in Mou Lesal Foundation ntaln States V.  Utah 

Public Service Ccmmissio~, 636 7 .24  1047 (1981) the Utah Supreme 

Court struck down a lsenior citizen ratew on the basis that the 

utility commission was prohibited by statute from implementing 

rates which were preferential. The Court cited to Section 5 4 - 3 - 8  

of the Utah Code which states that: 

In] o public utility shall, as to rateo, 
charges, service. facilities or in any other 
respect. mke or arant anv  reference or 
3dvantaqe to any Derson. or subject any 
person to any prejudice or disadvantage. . . 

at 1051 (emphasis supplj;.d)-~ -~ - -  - .- - ---=---L~-=- 

The court noted--that because of. the express. statutorry. prohibiti~n-- 

against preferential rates. in order to implement a lower rate 

for senior citizens, 

late a rational 

the commission would be required to 

connectionm why the lower average income or other 

characteristics unique to senior citizens warrants treating them 

differently from other residential customers. IQ at 1058. The 

court concluded that the commission had failed to identify such a 

rational connection. 

The lack of legal authority for regulatory commissions' 

to implement preferential rates was established well before 



Congress directed state utility connnissions to consider the . 

inplementation of lifeline rates. The following are examples of 

cases which have rejected the implementation of preferential 

Re Rate Concessions To Poor p~ rates based upon need: In 
- and Senlcr Citizen%, 14 PUR 87 (Or. 1976) (regardless of how 

desirable rates which benefit the poor and elderly may be, the 

regulatory commission had no power to adopt such rates absent 

Re Publzc S e w  . . 
authority from the legislature); In ice Co. of New 

X ~ I T ; D S ~ ~ Z ~  95 1$ 401 (N.H. 3UC 1972) (electric utility was not 

permitted to provide special rates for low income customers 

.?less the legislature acted) ; Pennsvlvania Pub. Utilitv 

Commission v. Philadelghia Electric, 91 Eyg 19 321 (Pa. 1971) 

(rate discrimination to benefit any socioeconomic group is pro- 

hibited under Pennsylvania utility law prohibiting unreasonable 

Flectric Po preference or prejudice); In Re Potomac , wer Co,, 84 

3 250 (Md. 1970) (commission lacked authority to establish a 

preferential rate for families of four earning less than $5,500 

annually) . 
Although the above referenced cases rejected lifeline 

rates based on the lack of a commission's authority to implement 

preferential rates, certain states have permitted the implementa- 

tion of lifeline rates despite the absence of express statutory 
6 authorization. These states however generally do not have 

6 citations on page 4, suora, regarding jurisdictions 
which have implemented lifeline rates. 

-10- 



utility statutes which expressly prohibit preferential rates. 

Instead, the utility statutes in these states merely require that 

all rates approved by the commission be just and reasonable. 

Caurts and commissions which have upheld the validity 

of lifeline rates, despite express statutory authorization, have 

done so by finding that, based on substantial evidence in the 

record, the proposed lifeline rates are not unreasonably 

discriminatory. American Hoechest Corporation v. De~artment of 

Public Utilities, 379 Mass. 408, 399 N.E.2d 1 (1980) ; ~ g f :  also 

ion v,  Pe united States Steel Comorat nnsv,vsn%a Publ~c ut~lltv 
. . 

~omvissio~, 37 Pa. Cmwlth. 173, 390 F.2d 865 (1978). Thus, 

commissions have found that properly formulated lifeline rate 

structures can constitute a reasonable basis upon which to 

discriminate. The basis is usually related to cost of service 

principles to the e x t e n ~ a t ~ ~ ~ ~ ~ s t ~ e ~ g ~ n e r a ~ - i - y  place 

a 1 imi ted demand on the system in- contrast" to Kigh-Gsage -- 
- 

customers who are largely responsible for a company's need for 
7 

additional generating capacity. 

Notwithstanding the fact that some courts have upheld 

lifeline rates despite the absence of express statutory authority 

for such rates, the optimal way for the Guam PUC to implement a 

lifeline rate is through express authority granted by the 

I However, some jurisdictions have held that low usage 
rates are not justified on cost of service principles 
and are, therefore, unreasonably discriminatory. 
Kansas Power & Lisht Co., 20 4th a (Kan. 1977) . 



Legislature. The reason for this is two-fold. First, the Guam 

PUC is a regulatory agency which is a creature of the Legislature 

of G U ~ .  As such. the scope of the Guam PUCws authority is 

proscribed by the express powers granted to it pursuant to its 

enabling legislation. Secondly. the GTA and GPA are public 

corporations which are instmentalities of the Territory of 

Guam. Consequently, the only powers that the GPA and GTA possess 

are those powers authorized by the Legislature. The enactment of 

leuislation mandating the implementation of lifeline rates will- - 
eliminate any uncertainties as to whether the implementation of 

such rates is within the scope of the PUC. the GPA and the GTAws 

authority. 

The Guam PUCws enabling statutes provides that, with 

respect to ratemaking, the PUC: 
_- - -- -- - -- - - - - .. . - . _ .  _ 

shall establish and modify from time to time. 
reasonable rates and charges for senrices. 
which as Far as Guam Telephone Authority and 
Guam Power Authority are concerned shall be 
at least adequate to cover the full cost of 
service. . . Any rate change shall be 
considered by the conmission using standards 
and financial criteria cons- 
9SQ!%aJlv accented rate-makinq practices of 

c u t 1 l w  
. . . . 12 G.C.A. S12004 (emphasis 

supplied) . 
The Guam Public Utilities Commission Law further provides that: 

All rates, charges, all assessments. costs 
made or charged by any public utility s h a l l  
be S- . . .  
The Cormnission, upon notice to the public 
utility, may suspend the operation of any 
proposed rate charge or assessment cost. . . . and after a public hearing by order 



regulate. fix and change all such rates, 
charges or assessments so that the same shall 
be just and reasonable. and mav a r o h w  . .  

nation bet ween 
es. or bet 

subs tan ti all^ slmxlar condltlorlg 8 .  

Ween consumers, under . 0 . 12 G*C.AL 
512015 (emphasis supplied). 

Unlike many state utility laws. the Guam Public Utilities Law 

does not expressly prohibit preferential rate treatment within a 

customer class. Interestingly. 12 G . C + A L  S12015 merely indicates 

that the PUC [?gy, rather than shall. prohibit rate discrimination 

amongst similarly situated persons. Eowever. since the PUC is 

required to implement rates based on generally accepted 

ratemaking practices of public utilities. the PUC is prohibited 

from establishing rates which are unreasonably discriminatory. 

An example of a state regulatory corrunission which has 

implemented lifeline rates based on express statutory author it^, _ -.- ----- - 
- 

is the California Public Utilities Commission. In 1975. the 
_ _ ____- -  -.-. -zz.-*----- 

.-- - - - * -  - - 

California legislature adopted what is now widely known as the 

Miller-Warren Energy Lifeline Act (the "Act") . The Act required 

the California Public Utilities Commission to designate a life- 

line volume of electricity and natural gas necessary to supply 

the minimum energy needs of the average residential user. These 

minimums are referred to in the Act as .baseline quantities.. 

Cal. pub. IILtt Code 5739. The Act provides that the commission 

shall require every electric and gas utility to file a schedule 

of rates and charges providing "baseline ratesa. Gal. pubL JllLL 
Q& S739 (c) (1) of the Act states that: 



[tlhe baseline rates shall apply to the first 
or lowest block of an increasing block rate 
structure which shall be the baseline 
quantity and shall be established for the 
residential consumption of gas and 
electricity. In establishing these rates, 
the commission shall avoid excessive rate 
increases for residential customers, and 
shall establish an appropriate gradual 
differential between the rates for the 
respective blocks of usage. 

When the Act was originally implemented in 1975. 9739 (c) provided 

that the commission could not: 

authorize an increase in the lifeline rates 
until the average system rate in cents per 
kilowact - hour or cents ha [dl increased 25 
percent or more over the [then existing 
rate]. 

The Act also protects the interests of privately owned utilities 

providing that: 

the commission shall assure that the rates 
are sufficient to enable the electrical 
corporation to recover a just and reasonable 
amount of revenue from residential customers 
as a class, while observing the principle 
that electricity and gas senrices are 
necessities, for which a low affordable rate 
is desirable. Cal. &,& Util 9739. 

If legislation authorizing the implementation of 

lifeline rates is approved, the Guam PUC will avoid having to 

defend a potential challenge alleging that, as a governmental 

agency, it lacks statutory authority to impose such rates. 

~dditianally, since the GTA and the GPA are public corporations 

ar-, autonomous instrumentalities of the government of Guam, a 

lc islative mandate regarding the implementation of lifeline 



rates will serve as statutory authorization for the GPA and-the 

GTA to impose such rate structures. 

Currently, the GTA and the GPA are authorized, subject 

to the approval of the PUC, to establish reasonable rates and 

charges which are at least adequate to cover the full cost of 

service. &g 12 G.C.A. 58104 ( 4 )  . It is conceivable that in the 

event the GTA and GPA were to implement lifeline rates without 

express statutory authority, a party could attempt to challenge 

the rates on the basis that they are not based upon cost of 
S 

service as arguably implied by statute. The Legislature's 

implementation of a statute directing the PUC to require the GPA 

and the GTA to implement lifeline rates will most likely prevent 

a challenge alleging that the utilities lack the statutory 

authority to impose such rates. 

C. The Lesislature's Authoritv - To A ~ Q D ~  A 7,ifelinc Rate 

The authority for a legislature to enact a statute 

authorizing reasonable lifeline rates flows from regulatory power 

emanating from the police power. The police power, which is not 

enumerated in the Federal Constitution, authorizes state and 

local governments to enact reasonable laws and regulations which 

are necessary to preserve the public health, safety, and morals. 

8 For reasons immaterial to this memorandum, we do not 
believe that the Guam PUC's statutory scheme requires 
that rates for particular utility service to be based 
on the cost of providing that service. 



16 Ain. Jut, 2d S363, Constitutional Law (1976). The police power 

is an essential and indispensable attribute of every government. 

The Territory of Guam's powers are delegated by the 

Ccngress pursuant to the Organic Act of Guam, 48 U.S.C. 51421a g 

sea. Since the Organic Act of Guam empowers the Legislature of 

Guam to enact legislation of local application, it is reasonable 

to conclude that the police power extends to the Territory of 

3 
Guam. 

A statute enacted pursuant to the police power is 

lawful provided it is rationally related to a legitimate 

governmental interest. The purpose of implementing a law 

authorizing lifeline rates is to enable elderly persons and 

persons of low income to be able to obtain essential utility 

services. Such a law, provided it is not unlawfully 

discriminatory, is clearly rationaliy related to the legitimate 

governmental interest of protecting the welfare of the citizens 
! 0 of Guam. 

Q In Bacardi C o w .  v. Domenech, 311 Y.S& 150 (19401, the 
United States Supreme Court held that since the 
incorporated Territory of Puerto Rico had the power to 
legislate local matters, it possessed sufficient 
authority under its npolice powera to impose 
legislation regarding the manufacture and traffic of 
1 iquor . 

lo Our research has not disclosed any authority which 
indicates that a state's reliance upon the police power 
to implement lifeline rates is improper. 



D. Lifeline Rate Legislation Must Result In 
Reasonable Rates Which Do Not Violate The 

ht To E g ~ a l  Protect~on 

It is a generally accepted principle of utility 

ratemaking that public utilities cannot discriminate unjustly in 

rates charged to consumers similarly situated or within the same 

class of service." 64 & Jur. 2d. Public Utilities s79. 

A party which seeks to challenge a properly enacted statute 

authorizing lifeline rates will be required to demonstrate that 

the statute is arbitrary, capricious and unreasonable or is in 

violation of equal protection rights. Under either challenge, 

the Territory of Guam will be required to demonstrate that the 

legislation has a rationale relationship to a legitimate 

governmental purpose. Sen. ReConsumers 25 p u ~  4th 167 

(Mich 1988). - .  

It is likely that a party seeking to oppose the 

legality of legislation enacted by the Legislature of Guam for 

the purposes of implementing lifeline rates, will rely primarily 

on the assertion that the lifeline rate plan approved by the 

Legislature violates the Equal Protection Clause of the Guam Bill 

of Rights. In support of such an assertion, it is likely that 

the party will attempt to rely on the Federal District Court of 

l1 Although GTA and GPA are not public utilities, 12 
G.C.A.  12004 requires the Guam PUC to make ratemaking 
determinations which are consistent with "generally 
accepted ratemaking practice of public utilities." 



Guam's decision in Guam Power Authoritv v,  9 i a o ~  of ~uan;l, 3 8 3  F, 

Supp. 476 (D.C. Guam 1974). 

In Guam Power Authority, the GPA brought an action 

challenging the legality of a public law which required the GPA 

to substantially reduce its charges for utility services provided 

to nonprofit educational facilities, churches, and publicly owned 

:2 hospitals. Ih, at 477. The public law provided that: 

the rate for services supplied to any 
nonprofit educational facility, church, or 
publicly-owned hospital, shall not exceed one 
half (1/2) of the minimum rate charged to any 
other customer. . . Idz. 

The court observed that the effect of the public law was to 

establish a class of customers who would be charged a reduced 

rate for electric services supplied by the GPA, while customers 

who are not in the special class would be required to pay a 
_ -. ---- _ %a--=i-__- =:.---.- - - - --- - __ . --- - . . - . . i . . , . l .  . . ,  

higher rate in order--for the GPA to maintain its income level. 

The GPA challenged the legality of the statute on. 

several grounds including the contention that the statute was 

vague and ambiguous and that it denied equal protection to the 

GPA customers unfavorably effected by the statute. The court was 

persuaded by the GPA9s arguments and held that the statute was 

invalid because it was "vague and ambiguous in several respects: 

& The court noted that the language "shall not exceed one-half 

l2 At the time this case was decided, the rates estab- 
lished by the GPA were not subject to the approval of 
the Guam PUC. 
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(1/2) of the minimum rate to any other customersn was ambiguous. 

The court also noted that the GPA provides service under 

eight different service classifications and that, based on the 

subject statute, it was  impossible for the GPA, as well as the 

court to determine which schedules are applicable to the 

benefitted class of customers.n Id, at 479. 

Moreover, the court held that a plain reading of the 

ambiguous language of the statute yielded an absurd result. The 

court stated: 

The term "any customerw appears to mean that 
hospitals and large schools will be billed at 
one half (1/2) the rate of the smallest 
residence in Guam, yet such a result is not 
logical. Residences are billed only on their 
consumption of kilowatt hours of electricity, 
but large users, such as hospitals and 
schools, are billed both for their energy 
consumption as well as their energy demand in 
any B-;rni f~trp~- in-a-g iv trr~-rnonth . - -~  Pt=- i s - .  7 v - r  

7 - * -  - - -  
doubtful that the Legislature really 
considered+the applicatian of -the &aw-.to the - --= . =- - -=--- -.-- 
actual circumstances. The term "any 
customerw simply cannot be given a logical 
meaning by the Court. 

Consequently, the court concluded that the public law was so 

imprecisely drafted that it was virtually impossible to apply. 

Furthermore, the court observed that: 

[ilt would be unfair to require this Court or 
GPA to determine which of the many interpre- 
tations were intended by the Legislature. 
The law is simply too indefinite and 
uncertain to be valid. ;Lg, 

The court also found the public law to be invalid on 

the  asi is that it violated the Equal Protection Clause of the 



Guam Bill of Rights. 48 U . S , C ,  1421 (b) . The court, after . 

acknowledging that there was no recent precedent regarding 

discounted rates by a publicly owned utility, held that: 

when a government undertakes to furnish a 
public service, such as the supplying of 
electricity to consumers other than itself, 
it acts in its proprietary capacity and 
cannot grant free or reduced rates, or 
otherwise make discriminations which would be 
unlawful if the service were rendered bv an 
individual or private comoratioq. IrL, at 
481, citing 50 A.L.R. 126. (emphasis 
supplied) . 

In support of its conclusion, the court cited six state 

regulatory commissions decisions from the 1920's which held that 

it was impermissible for municipal utilities to provide 

discounted rates to publicly owned facilities. These cases 

concluded that the provision of reduced rates to publicly owned 

properties constituted unlawful discrimination in favor of 

taxpayers and against water consumers. a Cavanauuh v, 

Whitefish Munrc~aal . . Water Utility . . , PUR 19223, 198 (Mont. 1922). 

The District Court noted that the electric bills of 

~uam's public schools, universities and hospitals were 

substantial and "[tlo place the burden of providing half of their 

electrical requests upon the ordinary consumer of power would be 

an onerous burden. a IP, at 482. The court, without engaging in 

a discussion regarding the legal aspects of a challenge based 

upon equal protection grounds, concluded that: 

placing this public responsibility upon the 
consumer's shoulders, rather than upon the 
taxpayer's, is a capricious and arbitrary 



discrinination. No rational basis exists tz 
force the consumer of electric power to 
subsidize the private functions of churches 
and private schools. or the public functions 
of government schools and hospitals. 

At first blush, the decision in Guam Power Authority 

seems to indicate that a lifeline rate would be unlawful. 

Nonetheless, it appears that if a lifeline rate is established 

which is grounded upon reasonable principles. and the rate only 

benefits specifically defined classes of persons that can 

demonstrate a need for the lifeline rate. the rate should 

withstand an equal protection challenge because it will have a 

rationale relation to the legitimate governmental interest of 

making essential services affordable. However, if the lifeline 

rate is vaguely defined, and if it arbitrarily benefits persons 

that are not in need of assistance. it is possible that the 

lifeline rate would be struck down on the basis that it is 

unreasonable and that it violates equal protection safeguards. 

Consequently, any lifeline legislation and related rate plans 

must be carefully drafted and designed only to benefit those who 

the Legislature reasonably believes require a minimal amount of 

assistance. 

E. m e s  o f  Lifeline Rat- 

The two most basic forms of lifeline rates are 

"general" and "targetedm rates. A general lifeline rate is a 

lower than cost per unit charge for a basic amount of utility 

service which is applicable to all residential customers. The 



subsequent blocks of energy usage are priced at a rate above the 

cost of service thereby permitting the utility to recoup the 

revenue shortfall resulting from the lower than cost rate 

applicable to the initial (lifeline) block of usage. 

A targeted lifeline rate is also a lower than cost per 

unit charge for a basic amount of service. However, targeted 

rates are only available to specific income and/or demographic 

groups within the residential class. The subsequent blocks of 

anergy usage by the targeted group and all blocks of energy usage 

by consumers other than the targeted group are priced at a rate 

above the cost of service thereby permitting the utility to 

recoup the revenue shortfall resulting from the lower than cost 

rate applicable to the initial (lifeline) block of energy usage 

by the targeted group. &g .A Critique of Electric Utility 

Lifeline Rates, Arizona State Law J o u r n a ,  p. 641 (1978) . 
Lifeline rate schemes which charge all residential 

consumers a low rate for a minimum amount of electricity consumed 

per month can sometimes be justified on the basis of traditional 

cost of service principles. This usually requires a factual 

showing that commercial and high usage residential demand are 

primarily responsible for additional generating capacity needed 

to meet an increasing peak demand. Thus, the cost based 

rationale for providing a lower rate for low usage residential 

service is that the utility's need for additional revenue has 



been necessitated by the utility's need for a return on 

additional generating capacity. 

Although the majority of decisions regarding lifeline 

rates arise in electric cases, lifeline rates for telephone 

service have also been implemented. Lifeline programs for local 

telephone service are similar to electric or gas lifeline rates 

in that they usually provide a minimum amount of usage (message 

units) at affordable rates to eligible persons. $gg Toward 

Utilitv Rate Normalization v,  Pacaflc . . Tnlewhone & Teleqrawh Co,, 

149 Cal. R ~ t r .  692, 5 8 5  &2Q 491 (1978) . 
c~ncu&2.i&n 

Lifeline rate programs which are designed to make 

essential utility services affordable to elderly persons and 

persons of low income have been implemented in several 

jurisdictions throughout the United States. Conversely, many 

jurisdictions have rejected such rate plans on the basis that 

they are unreasonably discriminatory and/or that regulatory 

commissions, absent statutory authority, do not possess the power 

to ~ n d a t e  the iqosition of lifeline rates. 

The optimal way for the Guam PUC to implement lifeline 

rates is pursuant to specific legislation authorizing the 

implementation of lifeline rate plans. Without such legislation, 

it is uncertain whether the PUC, the GTA, and the GPA, as public 

bodies whose powers are proscribed by the Legislature, possess 

the legal authority to implement such rates. 



Tbe Guam Legislature may exercise its police power to 

enact lifeline legislation which promotes the health, safety and 

welfare of the citizens of Guam. Such lifeline legislation must 

not be unreasonable, arbitrary, capricious or in violation of the 

equal protection provisions provided by the Guam Bill of Rights. 

In order for such legislation to withstand a legal challenge, it 

will be necessary to demonstrate that the legislation has a 

rational relationship to a legitimate governmental purpose. 

Consequently, lifeline rate legislation and any plans adopted 

pursuant thereto, must not be arbitrary and must be designed to 

benefit only those classes of persons which the Legislature 

reasonably believes should be benefitted by lifeline rates. 
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Report to the Guam PUC- RE:LIFELINE 

Georgetown Consulting Group was requested by the Commission's 

Administrative Law Judge to report to the Commission concerning the 

implementation of Lifeline services for the Island of Guam. The request was 

precipitated by the enactment of Resolution No. 33 of the Guam Lgislature. This 

report contains some of the history involving the implementation of lifeline 

throughout the United States, the reasons for that implementation, methodologies 

employed by different jurisdictions and preliminary recommendations to the PUC 

should they decide to implement such services. 
- 

E_ L 

~ . -  - -  * . .~ . . - 
11. Goal of I Jniversal Sewice 

One of the goals oh regulation in the telecommunications industry is that of 

"Universal Stmu." Universal service is the availability of telephone service at 

reasonable costs to every household throughout the United States. The concept of 

universal service goes as far back as the passage of the Communications Act of 1934 

which required regulation "to make available so far as possible to all people of the 

United States a rapid, efficient, nationwide, and worldwide wire and radio 

communication service with adequate facilities at reasonable charges." With the 



advancements from that time in both the standard of living and telecornrnunication 

technology, the concept of universality of service has been nearly achieved. 

The use of the telephone has evolved to a point of absolute necessity in the 

latter part of this century. The implementation of emergency services such as "911' 

made the goal of universal service even more important. Since most of the local 

telephone companies serving the public were shareholder held entities, usually 

entitled to a return, the regulatory bodies and the phone companies themselves 

needed to devise a plan to maintain and improve subscribership, without damaging 

the financial integrity of the company. Achieving the goal of universal service is most 

difficult among those groups with limited incomes and mobility. For most of the U.S. 

populatios the monthly charges associated with the telephone service is not much of 

an imposition on their incomes. For the lower income households, this may not be 

the case. 

Before the divestiture=by-= S & T - = =  -regional- ttteflone mmpanies, 

telephone subscriber~..natbnuide .was. shown - t o m  . By-Apdl--1983; t h e  - - 

percentage of households in the United States that subscribed to their local telephone 

company for service had fallen to 91.9%. While a decrease of 1% is not of itself 

startling, the percentage of subscribership in 1983 meant that one out of every eleven 

households did not have a phone in their home. Those families would need to use 

a pay phone or other means to contact officials concerning medical emergencies, fire 

reports and police matters. In 1985 the percentage of households subscribing to 

' April 1980 Census 



TWENTY-FIRST GUAM LEGISLATURE 
1992 (SECOND) REGULAR SESSION 

Bill No. 939 
Introduced By: J. P. Aguon 
(As substutited by the F. R. Santos 
Committee on Energy, D. L. G. Shimizu 
Utilities and Consumer Protection) k C. Blaz 

AN ACT TO ADD A NEW 12GCA 12000 (c) AND TO AMEND 12GCA 
12004 AND 12015 RELATIVE TO AUTHORIZING THE PUBLIC 
UTILI'mS COMMISSION TO ESTABLISH GENERAL LIFELINE 
RATES FOR RESIDENTIAL UTILITY CUSTOMERS ON GUAM 

BE IT ENACI'ED BY THE PEOPLE OF THE TERRITORY OF GUAM: 

SECI'IONl. Legislative Findings and Intent. On April 

3, 1991, the Twenty-First Guam Legislature adopted 

Resolution No. 33 requesting the Public Utilities Commission 

to establish lifeline utility rates for the people of Guam, 

because, in part, the Legislature is deeply distressed that 

those in need, including the elderly, those on fixed 

incomes, those on public financial assistance, and those 

others less fortunate, will continue to be burdened with 

ever increasing utility rates. 

The Legislature therefore finds there to be a real and 

justified need for lifeline rates for residential customers 

so they may continue to be served with those utility 

services considered essential for an acceptable standard and 

quality of living, at basic and affordable rates. 

The Legislature further finds that, since it has been 

the increasing, and at times uncontrolled and unmanageable, 



economic growth and development of Guam that have caused the 

rise in demand for basic utility services, it is the 

restated opinion of the Twenty First Guam Legislature that 

utility rates which place a greater percentage of the burden 

of the costs of increasing the capacities and reserves of 

the islands utilities upon those most responsible for the 

growing demand would neither be unreasonable nor 

unjustified, 

On July 24, 1992, the Public Utilities Commission 

transmitted to the Legislature the evidentiary record of 

Docket 92-002 and a statement indicating that the PUC agrees 

with the findings of their consultants that the Legislature 

must pass legislation expressly granting the PUC the 

authority to establish and implement lifeline rates, 

The Legislature therefore finds that the PUC must be 

given the- author-ity t o  -modffy the rats- structure of the 

utilities to allow for a lifeline rate and appropriate 

gradual differentials between rates for respective blocks of 

usage in order to insure the following: 

(a) ~esidential customers are given the opportunity to 

receive the lowest possible rate for a level of utility 

service necessary to satisfy their essential needs; 

(b) That residential utility customers are not made to 

unreasonably pay for incremental costs incurred as a result 

of demand by large developments and other customers whose 

consumption requirements and habits are greater than those 

required to sustain the necessities of life. 



The Legislature further finds that energy conservation 

may be a benefit of imposition of lifeline rates and 

appropriate gradual differentials between rates for 

respective blocks of usage because a greater premium placed 

on higher demand levels would make the rewards of 

conservation more visible to consumers. 

The Legislature further finds that, relative to 

electric power utilities, general lifeline rate schemes can 

be justified on the basis of traditional cost of service 

principles which demonstrate that commercial and high usage 

residential demand are primarily responsible for additional 

generating capacity needed to meet an increasing peak 

demand. 

It is therefore the intent of the Legislature to 

authorize the PUC to implement general lifeline rates and 

appropriate gradual differentials between rates for 

respective blocks of usage for utilities. 

SECTION2. A new subparagraph (c) is added to l2GCA 

512000 to read: 

(c) General lifeline rate means a lower than 

average cost per unit charge for a level of utility 

service necessary to fulfill the essential needs of all 

residential customers. 

SECTION 3. 12GCA 12004 is amended to read: 

912004. General Powers and Duties. 

The Commission shall have regulatory oversight 

supervision of rates as set forth in this Chapter over 



each public utility and shall perform the duties and 

exercise the powers imposed or conferred upon it by 

this Chapter. The Commission in the discharge of any of 

its duties or the exercise of any of its powers, except 

a final determination affecting a public utility, may 

act through one or more of its Commissioners designated 

by the Commission for this purpose. The Commission 

shall investigate and examine any rates and charges 

charged by any utility, and all records pertinent 

thereto. The Commission may seek advice from an 

independent utility expert, shall approve, disapprove, 

increase or reduce rates for each utility. The 

Commission shall establish and modify from time to 

time, reasonable rates and charges for services, 

includins General Lifeline Rates, which as far as .Guam 

Telephone Authority and Guam Power Authority are 

concerned, when all rates for respective blocks of 

usase are considered tosether, shall be at least 

adequate to cover the full cost of such service or 

subject to any contractual agreements of the utilities 

to the holders of any bonds and shall increase rates or 

charges from time to time as may be necessary pursuant 

to any contractual obligations, except that General 

Lifeline Rates may only be increased when the total 

actual overall cost of ~rovidinu service to all classes 

of customers, increases by no less than twenty percent. 

The utilities shall not, however, enter into any 



contractual agreements or obligations which could 

increase rates and charges [as of the effective date of 

this Act,] prior to the written approval of the 

Commission. No money in any utility sinking fund may be 

released except for the purpose for which it is 

dedicated. 

No rate change may be approved by the Commission 

unless it is affirmatively established, by a 

preponderance of the evidence, that a rate change is 

necessary. The Commission shall conduct such 

investigation and hearings as to any such rate changes 

as it deems necessary. As to the Guam Power Authority, 

the Commission shall ensure that rates will, at all 

times, be sufficient to enable the utility to meet its 

financial obligations, operating expenses, debt service 

and capital improvement needs. Any rate change shall be 

considered by the Commission using standards and 

financial criteria consistent with generally accepted 

rate-making practices of Public Utilities and in full 

consideration of the requirement to establish and 

maintain General Lifeline Rates. 

The Commission shall have the power to enter into 

contracts and execute all instruments necessary or 

convenient in the exercise of its powers, adopt a seal, 

and sue or to be sued in its own corporate name. 

SECTION 4. 12GCA u12015 is amended to read: 

S12015. Regulation of Rates. 



All rates, charges, all assessments, costs made or 

charged by any public utility shall be just and 

reasonable and in conformance with public law, and 

shall be filed with the Commission, and no rate, 

charge, or assessment cost, shall be established, 

abandoned, or modified, departed from or changed 

without a public hearing and the prior approval of the 

Commission. The Commission, upon notice to the public 

utility, may suspend the operation of any proposed 

rate, charge or assessment cost, or any proposed 

abandonment or modification thereof or departure 

therefrom, and after a public hearing by order 

regulate, fix and change all such rates, charges, 

General Lifeline Rates, or assessment costs so that the 

same shall be just and reasonable, and may prohibit 

rebates and discrimination between localities, or 

between consumers, under substantially similar 

conditions. 

SECTION 5. Implementation of General Lifeline Rates. 

Upon the effective date of this act the Public Utilities 

Commission shall begin the process of implementing General 

Lifeline Rates for Guam Power Authority and Guam Telephone 

Authority residential customers. Such rates shall be 

implemented as soon as practicable, but in no case later 

than October 1, 1993. 


