AT&T (U 5002 C) Comments on the Draft Workshop Report Regarding Reconciliation of the California Teleconnect Fund and the Federal Schools and Libraries Discount Program.
The Draft Workshop Report (“DWR”), published April 26, 1999, confirms many of the findings developed in several Commission workshops concerning the California Teleconnect Fund (“CTF”). It also proposes adjustments aimed at streamlining the CTF program and its reconciliation with the Federal Schools and Libraries Discount Program (“E-Rate Program”).  AT&T Communications of California, Inc. (“AT&T”) generally agrees with the findings contained in the DWR.  We do, however, recommend adjustments to some of Staff’s proposals.

I.  The streamlined certification application process should be implemented as soon as reasonably possible. 

Staff’s recommendation for streamlining the Certification Application Process is workable, reduces the burden on both customers and carriers, and should be adopted.  In contrast, the existing application process is cumbersome for both carrier and customer and fails to provide benefits commensurate with the effort and resources consumed.  The current process requires that each customer, together with its respective carrier, submit a new “add-on-application” whenever the customer wishes to augment its existing service or add a new service covered by the CTF program.  This re-application process is neither practical nor necessary. 

In the DWR, the Commission affirmed three objectives for the current application process: 1. fund management, 2. confirming that discounts are limited to appropriate services, and 3. determining beneficiary eligibility. (DWR, p.4)

Staff has recognized, correctly, that these needs can still be met with a significantly streamlined application process.  Staff’s current proposal would allow customers, already designated as eligible, to receive CTF benefits on additional eligible services by simply notifying their carrier of the new or additional services they wish to add.  Carriers would be allowed to provide CTF benefits upon the customer’s request, subject to determination that the services requested are, in fact, eligible for CTF discounts.  

This streamlined process would eliminate the lengthy waiting period that is now prevalent with the current “add-on-application” process.
  Under the existing process, carriers are not allowed to provide previously certified customers with additional CTF benefits until the customer applies for the incremental benefits and the Commission reviews and approves the additional request. Once approved, the carrier must calculate and apply customer discounts retroactive to the date the “add-on-application” was received by the Commission.  As a result, customers may not receive CTF benefits to which they are entitled in a timely fashion and carriers are forced to provide the discounts by rebilling the customer or by applying post-billing adjustments.

The need for such billing “gymnastics” is avoided under Staff’s proposed new process because the carrier will be able to provide discounts immediately upon the customer’s request.  (This presumes that the Commission has not determined that funding levels are in jeopardy and has not instructed carriers to curtail any incremental CTF discounting due to funding constraints.)  By allowing earlier implementation of the discount, the streamlined process will provide greater benefits to the customer than they would receive if the date for applying the discount were referenced to the date the “add-on-application” is received by the Commission, as is the case currently.  

· Fund management can be assured within the proposed, streamlined application process. 

As proposed in the DWR, fund management can be achieved by requiring carriers to forecast their draw from the CTF on an annual basis.  These carrier forecasts would serve essentially the same purpose as the annual forecasts carriers are currently required to submit as participants in the California Universal Lifeline Telephone Service (“ULTS”) program.  A forecasting mechanism, modeled along the lines of that used for the ULTS, will provide sufficient data for the Commission’s use in gauging the adequacy of current funding levels and determining an end-user surcharge sufficient to provide adequate funding over the coming year.  In the event that funding reserves drop below acceptable levels, the Commission can avoid a funding crisis by promptly updating the end-user surcharge or by freezing benefits at a level that can be satisfied by available funding.
  

· Carriers themselves will insure that only authorized services receive CTF discounts and that CTF benefits are provided to eligible beneficiaries.  

The Commission’s remaining two objectives will both be satisfied by carrier oversight.  If carriers offer discounts to customers who are ineligible for additional CTF benefits or for services that are not authorized, they risk forfeiture of CTF discount reimbursement.  Such potential forfeiture will certainly motivate carriers to responsibly manage their CTF offerings so that only eligible services and beneficiaries receive CTF discounts. 

· The streamlined process should be implemented as soon as possible.

Staff has suggested that the streamlined application process be introduced following the establishment of the CTF Trust.  This is expected to be no later than December 31, 1999.  But the existence of the trust is not relevant to the introduction of a new application process.  There is, in fact, no reason to delay introduction of the new application process any longer than may be required to properly inform all parties and to implement the new process. 

Comments from Staff suggest that the CTF is still very adequately funded. This is not unexpected given the trends identified in the most recent CTF Annual Report (“CTF-AR”) prepared by Telecommunications Division staff.
  At the time of the most recent report, published on April 9, 1998, Staff recognized that both the number of applications and the discount dollars requested per application were declining and subsequently recommended that the CTF surcharge be reduced from .41% to .05%.  In doing so Staff was apparently confident that the adjusted surcharge would cover all CTF needs and provide a reasonable reserve through 1999.  (CTF-AR, p.5)

It is also worth noting that in recommending this surcharge reduction, Staff remained particularly conservative and chose not to consider the likely reduction in demand for CTF dollars that would result when the federal E-Rate Program was implemented.  (CTF-AR, p.4)  Now that the E-Rate program is underway, it is quite reasonable to assume that CTF funding will remain adequate throughout the remainder of 1999.   Therefore, the Commission has no reason to delay implementing the new application process until year-end and should, instead, implement it as soon as possible.  

In support of the new, streamlined application process, Staff has proposed that carriers submit, on August 1 of each year, a forecast of the CTF benefits they will provide to customers in the coming year.  Staff has suggested that carriers submit the first of these annual reports by August 1, 1999.  Assuming the Commission introduces the streamlined application process as soon as possible, it may also be prudent for the Commission to request that carriers provide a forecast for the remainder of 1999 along with their annual CTF benefit projection for the year 2000.  This data could then be an additional aid to Staff in monitoring the adequacy of the available funding through the end of the year.   

II. The reporting requirements as documented in the June 27, 1997 workshop report are sufficient for fund oversight and management of the claim process. 

Participants at the April 14, 1999 Workshop discussed, at some length, the types of data that would be necessary to properly calculate and account for the combined E-Rate and CTF benefit programs.  In the DWR, Staff affirmed that carriers are to accompany their monthly claim with a detailed data file in the format described in the June 27, 1997, Workshop Report on Reporting Requirements for the California Teleconnect Fund (“WRR”).  (WRR, pp.14-16)  Additional details regarding the Claim Data File were described in the DWR, Appendix E.  AT&T concurs with Staff’s assessment of the necessary data.  To the extent, however, that the new details specified in DWR, Appendix E differ from the details described in the WRR, carriers will need to adjust claim reporting systems to accommodate the new requirement.  The Commission should take into account the difficulty carriers will face in adjusting their reporting systems to accommodate these evolving data requirements.  If the Commission enacts these modifications it should allow carriers sufficient time to adjust their reporting systems to these new requirements.  In no case should carriers be required to complete its conversion to this new data requirement prior to September 1, 1999.  

III.  The Commission’s recommendation to consolidate information concerning the CTF in one section of the tariff is reasonable and should be adopted. 

The DWR includes a proposal that each carrier consolidate all references to the CTF to a single location within its tariff.  Locating CTF references in a single location is beneficial to both customers and carriers and should be adopted.  Centralizing all CTF related information will allow any interested party to quickly locate all terms and conditions related to the CTF as well as to identify all types and extent of services to which a CTF discount may apply.  Centralization will also streamline carrier maintenance of CTF terms, rates, and service listings. 

IV.  Summary


AT&T generally supports the proposals outlined by Staff in the DWR.  In particular, implementation of the streamlined application process will prove beneficial to customers and will remove unnecessary process burden.  It should be implemented as soon as it is practical to do so.  If the Commission accepts Staff’s recommendation to augment the claim data file, the Commission should provide carriers with adequate time to adjust their reporting systems.  In no case should carriers be required to comply with the new standard prior to September 1, 1999. 


Respectfully submitted,


Gary Beckman                        

Gary Beckman 


Regulatory Manager

AT&T Communications of California, Inc.

795 Folsom Street

San Francisco, California 94107

Dated: May 14, 1999

� At the April 14, 1999 Workshop, Commission staff members acknowledged that they currently hold a substantial backlog of pending applications. 


� Pursuant to Decision 96-10-066, the Commission set an initial program cap of approximately $50 million. 


� Decision 96-10-066, Ordering Paragraph 10(h) called upon Telecommunication Staff to monitor the size of the CTF and to inform the Commission regarding any adjustments that may be needed. Staff’s most recent monitoring report was filed on April 9, 1998.
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