BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA
COMMENTS OF FONES4ALL CORP. (U-6338-C) 

ON STAFF REPORT ON PUBLIC POLICY PROGRAMS
Pursuant to the Workshop Notice seeking comment on the questions set forth in the April 14, 2006 “Staff Report on Public Policy Programs” (“Staff Report”) Fones4All Corporation (“Fones4All”), by counsel, hereby provides its comments on the questions in the Staff Report pertaining to California Lifeline Issues.  

I.
BACKGROUND

As the Commission is aware, Fones4All Corp. is a facilities-based competitive local exchange carrier that specializes in proving high-quality, personal service to residential subscribers, particularly low-income minority customers whose particular telecommunications needs have been overlooked by larger carriers.  Because of this focus, Fones4All understands the difficulties that low–income customers face in obtaining telephone services.  Further, having operated in California for 6 years and participated in the ULTS program, Fones4All is familiar with the evolution of the ULTS program, and in particular the effect of the program’s rules on CLECs.  

With respect to the recent changes to the ULTS program and the rules governing it as set forth in General Order 153, Fones4All wishes to commend the Telecommunications Division for its diligence and thoughtfulness in crafting rules that will comply with the FCC’s recent mandates, while at the same time allowing the ULTS program to operate efficiently.  At the same time, Fones4All believes that this global examination of the operation and policies governing the state’s Public Policy Programs (“PPPs”) and the ULTS program in particular are crucial to ensure that California continues to lead the nation in universal service policy.  Fones4All believes that the Staff Report provides an appropriate framework for the Commission to consider changes to the PPPs, including the ULTS program and herein offers its comments on several of the questions regarding the Lifeline questions in the Staff Report. 

Over the last several years Fones4All has developed innovative, multi-faceted, grass-roots marketing efforts similar to the methods recommended by the Joint Board and adopted by the Commission its recent universal service order, including use of targeted advertising, mailings, and a presence in places where low-income eligible consumers are likely to frequent, including government aid agencies and public transportation outlets.
  In fact, the success of Fones4All’s outreach programs led the state universal service marketing board in California to seek information regarding Fones4All’s methods.  Fones4All has been effective because it seeks out universal service eligible households where they live and work, and educates them about the availability of subsidized telephone service.  Since Fones4All first began its intensive marketing efforts, the company has provisioned single line residential service to approximately 80,000 low income households, the vast majority of whom had never before received basic wireline telephone service.  In the absence of Fones4All’s efforts, these low income consumers, in all likelihood, would have remained without the knowledge that subsidized POTS service was available to them and would have continued to struggle without one of the most basic of tools of modern life:  a telephone to call an ambulance, a child’s school, or a potential employer.  Instead, these low income consumers would likely have no phone service at all unless they purchased overpriced pre-paid service from any number of unscrupulous pre-paid providers who prey upon low-income, credit-challenged consumers. Fones4All is dedicated to serving low-income consumer in the respectful and customer centric way they deserve.  Accordingly, Fones4All is eager to work with the Commission and the other workshop participants to improve the ULTS program.     

ii.
Program Transparency and Statutory Requirements Issues

A.  Question #2 Asks: “How can the Commission ensure that the public purpose programs are effective in reaching the right population?”

While the Commission currently utilizes California Lifeline outreach call centers to conduct multilingual outreach the Commission should consider modifying §8.4.1 of GO 153 to allow for the reimbursement of carriers for outreach efforts.  Fones4All has been successful in its outreach efforts because Fones4All seeks out potential Lifeline customers where they live and work.  The Commission should consider supplementing its other outreach efforts by providing reimbursement to carriers for outreach efforts that go beyond the minimal annual notification currently required.  While the Commission has achieved great success in nearly meeting its goal of having at least 95% of California households have telephone service irrespective of income-level, ethnicity, or language spoken in the household
 more work will be required to close the gap.  Allowing carriers to be reimbursed for their outreach efforts will go a long way toward achieving the goal.  

B.  Question 4 Asks: “How can the Commission improve the transparency of the programs?”

The Commission should make all necessary modifications to GO 153, including modification of § 8.6.1 to ensure that all non-proprietary information regarding the operation of the ULTS program and its participating carriers is available to the public and carriers from alike from the Commission upon request.  Under the current rules (GO 153 §8.6.1):“Each utility shall make available upon request in its main California office copies of all ULTS Report and Claim Statements filed with the Commission in compliance with these rules.”  In the interest of transparency the Commission should be required to provide this information.  The Commission is the single repository for all claim information, and should be required to provide information to the requesting public upon request without requiring that the information be obtained only directly from carriers.  Such a requirement imposes needless burdens on parties seeking claim information. 

C.  Question #6 Asks: “The Commission seeks ways to ensure that public purpose programs match the needs of the participants evolving with technology as appropriate.  Does the current mechanism allow programs to keep pace with technological advancements to meet customer needs?”; Question 7 Asks: “The Commission’s public purpose programs should be fully technologically neutral.  Do current programs achieve that goal? How can the exiting program be changed to assure technology neutrality?”; Question 9 Asks: “The Commission is committed to establishing programs that are consistent with federal policies and support federal programs.  As we stated in our 2006 Workplan, we would ‘Coordinate with federal requirements to ensure public support for the intended purpose, or at least, maximize participation in public purpose programs such as lifeline.’  What changes are needed to be consistent with federal rules and policies?”  In addition, Question 4 of the California Lifeline Issues questions asks “The Commission last reviewed the definition of basic service in 2002 in D.02-10-062.   In that review, the Commission concluded that it was not necessary to revise the definition of basic service, and in particular, it was not necessary to add broadband to the definition of basic service.  Since then many new technologies have become available that warrant a comprehensive review of the PPPs and in particular, of the current definition of the basic service.  Should the Commission review the definition of basic service?  What factors should the Commission consider when reviewing the definition of basic service? Question 5 of the California Lifeline Issues questions asks: “Should additional or advanced services such as cellular/personal communications service (PCS) or VoIP be included in the definition of basic service?”
In FCC’s recent TracFone Order Commissioner Abernathy noted that “it is essential that [the Commission] take all possible steps to ensure that low income consumers are not barred from using available support on the basis of the specific technologies they wish to use or the specific business plans pursued by their service providers.”
  This is effectively the Federal policy.  Accordingly, the Commission should amend its rules and the definition of basic service include as part of basic service eligible for ULTS support cellular/PCS and Voice over Internet Protocol (“VoIP”). 

III.
CALIFORNIA LIFELINE ISSUES
A.  Question 2 Asks: The Commission’s goal is to maximize the service options available to California LifeLine program participants to ensure the programs provide customers with options to meet their telecommunication needs.  Does the current program promote that goal?
Fones4All submits that one of the best ways to maximize the service options available to eligible California LifeLine program participants is to ensure that there is competition in the LifeLine market.  The best way, in turn, to ensure that LifeLine eligible customers have competitive choices is to ensure that the ULTS program treats all carriers—ILECs and CLECs alike—the same.  Indeed, promotion of competition is part of the Federal policy mandate regarding universal service.  In the TracFone Order, the FCC recognized that promotion of competition among providers of telecommunications services to the low income consumers referenced in Section 254(b)(3) of the Act is a significant consideration in evaluating whether forbearance is warranted in the context of petitions that seek to expand universal service availability to low income consumers.
  

Today, there is less than a desirable amount of competition for LifeLine customers in California.  Fones4All submits that the Commission should amend its rules to rectify the disparate treatment of CLECs that precludes them from serving ULTS customers.  Today the rules of GO 153 tie the rate of competitive carrier reimbursement from the state universal service fund to the ILEC rate for basic local exchange service.11  That is, competitive carriers in California calculate their universal service reimbursement by subtracting the amount the carrier collects from the universal service subscriber from the ILEC tariffed retail rate for basic local exchange service.  As a result, a competitive carrier providing universal service consistent with its obligation to do so cannot be fully reimbursed by the universal service fund for the costs it incurs in providing the service in the same way that ILECs are.  Rather, competitors providing the universal service are inextricably tied to the ILEC rate structure.  Thus, today, the ULTS reimbursement hamper the ability and the incentive for competitors to participate in the program.  This is especially true for CLECs who are providing service, in part, utilizing the “commercial offerings” of the ILECs, the wholesale cost of which can exceed $30 per line per month, and the cost of which far exceeds the ILEC’s tariffed retail rates for basic service.  Accordingly, there is no way for a CLEC utilizing that mode of entry to economically provide service to ULTS customers.  

B.  Question  10 Asks: What are the advantages of revising our existing California LifeLine policy and allowing the California LifeLine discount to be applied to a basic telephone service bundled with other telecommunications services that are available in the marketplace?  Would this be consistent with our statutory goals?

As discussed above, promotion of competition in the LifeLine market is a statutory goal of the Federal Act.  In addition,  871.5. states:

The Legislature finds and declares all of the following:

(a) The offering of high quality basic telephone service at

affordable rates to the greatest number of citizens has been a

longstanding goal of the state.

(b) The Moore Universal Telephone Service Act has been, and

continues to be, an important means for achieving universal service

by making basic residential telephone service affordable to

low-income citizens through the creation of a lifeline class of

service.

(c) Every means should be employed by the commission and telephone corporations operating within service areas which furnish lifeline telephone service to ensure that every person qualified to receive lifeline telephone service is informed of and is afforded the opportunity to subscribe to that service.
Accordingly, given the Federal policy favoring competition and the fact that bundled offerings of telecom services are now prevalent, the Commission should amend its rules  to ensure that LifeLine customers are able to take advantage of bundled offerings and are not unnecessarily relegated to “second class” service

C.  Question 11 Asks:  California LifeLine is the only PPP that reimburses carriers for their operating costs associated with the provision of the public program.  Pursuant to Resolution T-16996, commencing July 1, 2006, carriers will no longer be responsible for qualifying California LifeLine customers.  Thus, a significant portion of the total incremental cost incurred by carriers for providing California LifeLine will be eliminated.  Should the Commission cease the operating cost reimbursement to carriers for the California LifeLine program, consistent with other PPP and the federal Lifeline/Link-Up policy on cost reimbursement?”

The Commission should not cease the operating cost reimbursement to carriers for the LifeLine program.  The phenomenal success of the ULTS program in Californian can in large part likely be attributed to the fact that carriers in California are not effectively financially penalized for serving LifeLine customers, a class of customers that have special needs, and accordingly, are more expensive to serve.  While qualifying customers will no longer be a responsibility of carriers under the revised rules taking effect on July 1, 2006, carriers will still incur many of the costs covered under the operational expense category.  Indeed most of the expenses categorized today by GO 153 as operational expenses (which include data processing, customer notification, accounting, service representative, legal, toll limitation and bade debt) will largely be unaffected by the change in the qualification procedure.  Many CLECs utilize the “Cost Factor” method of reimbursement for operational expenses, which was established pursuant to Ordering Paragraph (OP) 5 of D 03-01-035.  The CF method  ties CLECs to by basing CLECs operational expenses “on the average incremental operating expense per customer per month excluding any zero claims filed by the ILECs and approved by TD”
   Utilization of the CF prevents CLECs from recovering costs that they may not recover elsewhere.  For example toll blocking costs, part of basic ULTS service are included in the operational expense category.  For FY 2005-2006 the CF rate was $.64.  However, CLECs such as Fones4All who were not using their own facilities are required to purchase toll-blocking from the ILEC at a cost of .$1.58 for SBC California. Accordingly, the CF doesn’t cover even the cost of the toll blocking expense.  Therefore Fones4All submits that the Commission should reexamine its operation expense rules, and should continue reimbursing carriers for operational expenses. 
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Counsel to Fones4All Corp.
� 	See Report and Order and Further Notice of Proposed Rulemaking, WC Docket 03-109, FCC 04-87 at Appendix K (2004) (“April 2004 Universal Service Order”) :  “The first recommended guideline is that states and carriers should utilize outreach materials and methods designed to reach households that do not currently have telephone service.  States or carriers may wish to send regular mailings to eligible households in the form of letters or brochures. Posters could be placed in locations where low-income individuals are likely to visit, such as shelters, soup kitchens, public assistance agencies, and on public transportation. Multi-media outreach approaches could be utilized such as newspaper advertisements, articles in consumer newsletters, press releases, radio commercials, and radio and television public service announcements.”


� 	See Staff Report, 4.


� 	See In the Matter of Federal State Joint Board on Universal Service and Petition of TracFone Wireless, Inc. for Forbearance From 47 U.S.C. § 214(e)(1)(A) and 47 C.F.R § 54.201(i), Order, CC Docket 96-45, FCC 05-165 (Sept. 8, 2005)


� 	Id., ¶ 8.  See also, 47 U.S.C. §160(b) (noting that the public interest is satisfied if granting a petition will enhance competition).


11 	See General Order 153, the administrative regulation governing administration of the California state universal service program, which provides at section 8.3.2: “Each utility, on a per ULTS customer basis, may collect from the ULTS Fund an amount of lost revenues equal to the difference between (a) ULTS rates and charges, and (b) the lesser of the following: (i) the utility's regular tariffed rates and charges, or (ii) the regular tariffed rates and charges of the ULTS customer's incumbent local exchange carrier.” (emphasis added). 


� 	 See D. 03-01-035 at 30. 
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