CALIFORNIA PUBLIC UTILITIES COMMISSION

TELECOMMUNICATIONS DIVISION’S

SUMMARY OF ISSUES FOR ULTS OIR AND

GENERAL ORDER 153 REVISIONS



A. ULTS Program Changes Adopted in Previous Commission Decisions, Resolutions, and Workshops That Have Been Implemented To Date

The Commission adopted GO 153 as it is written today in D.84-11-028.  Since that time, the Commission has issued a number of decisions and resolutions which modified various aspects of the ULTS program.  In addition, revisions to ULTS administrative procedures have been recommended in the 1988 and 1995 workshop reports.  The Telecommunications Division has implemented, though not embodied in the GO 153, most of the workshops’ recommendations despite the lack of formal Commission action on the workshop reports.  These changes that have been implemented should be reflected in the language of the revised GO 153 whenever appropriate.

1.	ULTS Eligibility Criteria 

D.84-04-053 established three criteria for eligibility for the subsidy based on (a) household income test of approx. $11,000 (150% of current federal poverty level guidelines for a 2.3-person household, which is $7,242) or less per year, (b) subsidy applies only to recipient’s principal place of residence, (c) only single telephone line to that residence.  D.86-02-021 changed income eligibility requirements to 150% of federal poverty guidelines adjusted for family size.  The amount will continue to be adjusted on an annual basis according to changes in consumer price index (CPI).



Recommendation: 

No change in the eligibility criteria and minor editorial changes in the GO 153, Sections 3.1.2 and 3.1.3.



2.	Date for Establishing ULTS Income Eligibility Levels



Currently, GO 153 requires the Commission to adjust the income limitation requirement for the ULTS program by February 15th of each year.  The GO does not require a Commission resolution to establish new income levels.  Historically however, a resolution has been prepared each year resetting the income limits and requiring each carrier who files claims on the fund to file revised tariffs, with new income limits, effective sometime in March.



Resolution T-16010, dated June 11, 1997, has changed the February 15th date at which new income limits are established, to May 1 of each year.  In lieu of a formal Commission resolution, Res. T-16010 has delegated the Director of Telecommunications Division to communicate the annual income levels by a letter to all carriers who provide ULTS by May 1 of each year.  The carriers are to file revised tariffs, reflecting the revised income levels, effective June 1 of each year.  

�

Recommendation: 

Revise GO 153 (Section 3.1.3) to reflect the new methods and dates for resetting income limits for the ULTS program, as set forth in Resolution T-16010.



3.	Residential Basic Exchange Service Elements

D.84-04-053 set forth the services to be provided to ULTS customers: (a) installation service, limited to once per year, including one modular jack if required, (b) $0.75 allowance for a telephone instrument, (c) dial tone access line and any mileage rate increment charges, (d) unlimited incoming calls, and (e) local calling based on whether a recipient is in a measured or unmeasured service area.  A subsequent decision provided ULTS customers the choice of flat or measured rate service.  D.94-09-065 (IRD decision) eliminated the $0.25 and $0.75 allowance for inside wire and CPE.  D.96-10-066 in the Universal Service Proceeding set forth the service elements to comprise residential basic exchange service.



Recommendation: 

Revise GO 153 (e.g., Sections 1.3 and 3.3) to reflect the service elements of residential basic exchange service as adopted in  D.96-10-066 and as updated by the Commission in subsequent decisions.



3a.	Call Allowance for ULTS Measured Service

D.86-02-021 increased the number of untimed call allowance for measured lifeline service from 30 to 60 untimed calls per month.  Calls in excess of the 60 calls per month were charged at $0.10 for calls 61 through 70, and $0.15 each for over 70 calls per month.  D. 94-09-065 retained the 60 local call allowance per month for measured service, but changed the rate for additional local calls beyond the monthly allowance to $0.08 per call.



Recommendation: 

Revise GO 153 (Section3.3) to reflect the 60-call allowance and rates for calls beyond the 60 calls as adopted in D.94-09-065.



4.    ULTS Statewide Basic Exchange Service Rates

D. 94-09-065 adopted statewide lifeline rates that are no more that one-half the rate for Pacific Bell’s (Pacific Bell) residential flat rate ($5.62) and measured rate service ($3.00).  In EAS exchanges, ULTS rate is 50% of applicable EAS charge.  Small LECs with basic exchange rates lower than Pacific Bell will set ULTS rates at 50% of applicable rate.  



Recommendation: 

Revise GO 153 (Section 3.3) to reflect statewide lifeline rates adopted in D.94-09-065.



5.    ULTS Service Connection and Conversion Charges

D.84-04-053 provided for one reduced installation charge per year at one-half the normal charge.  D. 94-09-065 adopted a $10.00 ULTS installation charge for initial service order at each address limited to one installation per year; other installations or service charges within the year are charged at full tariff rates.  The decision authorized a ULTS installation charge of 50% of the adopted applicable installation charge for small LECs consistent with PU Code § 824(c).  When a ULTS customer requests a change in the class, type, or grade of service after the initial installation of ULTS service at a specific address, e.g., shifting from measured to flat rate service, § § 3.3 and 3.5 of GO 153 provide that the rate charged shall be one-half of the otherwise applicable rate, subject to one reduced charge per-year limitation.  For Pacific Bell, the ULTS service conversion charge will be $7.50.  For GTEC, the service conversion charge is $8.62.  No charge for central office activity to ULTS customers, and ULTS charge for premises visit, if required, will be $21.05, one-half the rate that would otherwise apply.



Recommendation: 

Revise GO 153 (e.g., Sections 3.3 and 3.5) to reflect the $10.00 initial installation charge adopted in D.94-09-065, and eliminate the one year limitation for reduced installation charges for one primary jack at different locations.  (See Section B.2 below.)



6.    Surcharge Instead of Tax

D.87-07-090 discontinued the 4% ULTS tax and implemented a 4% interim ULTS surcharge applicable to the gross revenues of intrastate interLATA services and intrastate telecommunications services not defined by LATA boundaries.  D.87-10-088 continued applicability of surcharge rate on intraLATA and interLATA toll.  D. 94-09-065 established the 

surcharge base to include all end-user telecommunications services including Category III services except for certain services: 

ULTS

Public phone coin in box/debit card messages

Contract effective before 9/15/94

Usage charges to COPTs

Directory advertising (D.95-02-050), and 

One-way radio paging



Recommendation: 

Revise GO 153 (e.g., Sections 1.1 and 6) to reflect the surcharge and the services excluded from the surcharge base as adopted in D.94-09-065.



6a.    CMRS Carriers as Contributors to ULTS Fund

D.84-04-053 excluded cable TV and RTUs as “service suppliers,” i.e., carriers providing telecommunications services subject to the ULTS tax.  D.94-09-065 (IRD decision), included all end-users of LEC, IEC, cellular, and paging company, in the billing base of the ULTS program.  D.96-10-066 (Universal Service decision) reaffirmed this position.



Recommendation: 

Revise GO 153 (e.g. Section 1.3) to reflect the inclusion of CMRS and the other carriers mentioned above in the ULTS surcharge base as per D.94-09-065 and D.96-10-066. 



7.    Exclusion of CMRS Carriers as ULTS Service Providers

D.84-04-053 excluded cable TV and RTUs as ULTS service providers.  D.96-10-066 reaffirmed the exclusion of CMRS as ULTS service providers.



Recommendation: 

Revise GO 153 (e.g., Section 1.3.30) to reflect the exclusion of CMRS carriers as ULTS service providers. 



8.    ULTS Tariffs

The current GO requires “telephone utilities” to file ULTS tariffs. “Utility” as defined in the GO refers to a supplier of “intrastate, intraLATA telecommunications services” – essentially the incumbent LEC.  D.95-12-056 in the Local Competition proceeding extended the requirement to provide ULTS service to competitive local carriers (CLCs).  



Recommendation: 

Revise GO 153 (e.g., Sections 1.3.30 and 2), to include CLCs (facilities-based and resellers) in the definition of telephone utilities required to file ULTS tariffs. 



9.    Carrying Charge Applicable to Reimbursable Amount

D.86-02-021 changed the 1.5% monthly carrying charge to 3-month prime commercial paper rate published monthly in the Federal Reserve Statistical Release, G-13.  In the June 1988 Workshop Report, the carrying charge using 3-month commercial paper rate was made applicable for claims which are timely but not paid according to the payment schedule. 



Recommendation: 

Revise GO 153 (Section 5.3) to reflect the change in the carrying charge to the 3-month commercial paper rate and its applicability.  Assess a monthly interest based on 3-month commercial paper rate for contested claims which are later found to be valid.



10.    Credit for Inside Wire Maintenance/Repair and CPE

The current GO shows a $0.75 per month allowance for telephone equipment (CPE), as originally adopted in D.84-04-053.  A subsequent decision included a $0.25 per month credit towards maintenance and repair of inside wire.  The June 1988 Workshop Report proposed to eliminate the inside wire and equipment credits.  D.94-09-065 eliminated the $0.25 and $0.75 allowance for inside wire and CPE.



Recommendation: 

Revise GO 153 (e.g. Section 3.3), to reflect the elimination of the CPE credit allowance. 



11.    Allowance for EUCL

AB 386 amended Moore Universal Telephone Service Act, authorized CPUC to recognize the lifeline credit allowances offered by FCC, and added Section 875 of PU Code.  Resolution T-16128 allowed carriers not eligible to receive federal Lifeline and Link-Up support (i.e., non-eligible telecommunications carriers, or ETCs) to seek reimbursement from the ULTS fund for the $3.50 EUCL.



Recommendation: 

Revise GO 153 (Section 3.3) to include language regarding waiver of the full EUCL for ULTS customers.  Reflect in ULTS claims procedures the reimbursements for EUCL provided to non-ETCs.  



12.    Annual Proceeding to Set ULTS Surcharge Rate

AB 386 amended the Moore Universal Telephone Service Act and added Section 879 to PU Code, which requires CPUC to initiate annual proceeding to set rates for ULTS.  D.87-10-088 adopted the following schedule for the annual proceeding to set ULTS rates: 

April 1 – all LECs file worksheet

April 15 - Pacific Bell files ULTS funding requirements

May 1 - interested parties file comments on April 1 and 15 filings

May 15 - interested parties file reply comments

June 15 - resolution setting forth funding requirement and surcharge %

June 20 - utilities file advice letters

July 1 - advice letters become effective

Telephone companies provide notice to customers on the first bill to which the revised surcharge applies 

D.94-09-065 change the above filing dates as follows:

August 1 - All carriers file revenue worksheet with Telecommunications Division

December  - Resolution prepared to approve new surcharge and adopt

                    ULTS administrative budget

Jan 1 - New surcharge and tariffs become effective 

D.97-12-105 required the filing of the ULTS Marketing Board’s (ULTSMB) budget by October 1 of each year for the succeeding year.  Telecommunications Division is to prepare one or more resolutions to authorize the ULTSMB budget by December.



Recommendation:

Revise GO 153 (i.e., insert new Section 5) to reflect current filing requirements and the adoption of the ULTS administrative budget (including marketing) in the resolution setting ULTS surcharge rate.



13.    Monthly Report/Claim Request Format and Claims Processing Schedule

Section 5 of the current GO requires carriers to submit monthly reports and quarterly claims to the Executive Director of the Commission.  D.87-10-088 established the ULTS Trust and the ULTS Trust Administrative Committee (ULTSAC) responsible for payment of claims. 

The June 1988 Workshop Report proposed to combine monthly cost report with the monthly claim request.  It provided a revised monthly report and claim statement, allowing companies to make minor modifications to the format to reflect differences which exist between them.  The revised monthly report and claim statement included additional details – i.e.,  breakdown of surcharges and taxes, breakdown of the 50% lost revenue credit, and number of ULTS customers by flat and measured rate services.  Claims were due by the end of month following billing period and payments are due by the 25th of the following month, i.e.:

Month		Day		Description

1						Company incurs costs

2			EOM		Claim requests due

3			10			Surcharge transmittals are payable

3			10-17 	ULTS Adm. Cmte. meets to approve claims for payment

3			18-25		Bank processes checks by this date.

There was some discussion during the April 1995 Workshop whether carriers who elect should be allowed to submit quarterly claims.  This issue was not resolved and perhaps should be revisited in this proceeding.  In practice however, carriers currently submit claims on a  monthly basis to Telecommunications Division’s Director within 30 to 40 days following the billing period for which the claim is made.

D.96-10-066 ordered that carriers no longer can seek reimbursement from the ULTS Fund for ULTS advertising and marketing expenses.  Resolution T-16128  requires carriers to show claims net of federal subsidy.  On March 26, 1998, Telecommunications Division’s Director notified all carriers who file claims on the fund to submit claims within 30 days following the billing period for which claim is made.  This new filing period is expected to commence on April 30th for the March 1998 billing period.  Carriers were also required to submit workpapers for all claimed items.  



Recommendation:  

Revise GO 153 (e.g. Section 4 and original Section 5) to reflect (1) the combined monthly cost report/claim request format, (2) the filing of claims on a monthly basis within 30 days following the period for which claim is made, (3) the role of the ULTSAC in the claims approval process, (4) the elimination of marketing and outreach expenses (i.e., Line 15 from the claim form), (5) amounts net of federal subsidy, and (6) the provision of supporting workpapers for all claimed items.  Reflect in ULTS claims procedures the specific measurements of reimbursable claims.   



14.    Surcharge Transmittal Form and Schedule

The June 1988 Workshop Report recommended a uniform transmittal form which reports billed revenues less uncollectibles by the 10th of the second month following the monthly billing period.  A revised surcharge transmittal form was adopted in the 1995 Workshop Report to reflect the changes in surcharge billing base brought about by the IRD decision.  The revised form combined both the ULTS and Deaf Trust amount.  As per D.96-10-066, the surcharge remittance form was further revised to reflect remittances for CHCF-A, CHCF-B, CTF, ULTS, and DDTP in one form.  Accordingly, the uniform transmittal form and reporting procedures were implemented by staff. 

It was also recommended in the 1995 Workshop Report that the deminimus rule be applied to companies that owe less than $100 per month in ULTS surcharges.  In the event that ULTS surcharges due amount to $100 or more for three consecutive months, companies must revert to making monthly payments.  The deminimus rule would allow companies to report, twice a year (bi-annually), on a cumulative basis.  



Recommendation:  

Revise GO 153 (Section 6) to reflect the timing of filing of remittances, changes in remittance form, and the deminimus rule as recommended in the 1995 Workshop Report, but increasing the threshold amount from $100 or more for three consecutive months to $500 for any given month as further described in the attached transmittal form and instructions.



15.    Surcharge Collection Enforcement 

The June 1988 Workshop Report adopted a penalty for late transmittals and remittance of funds at 1.5% for the first month and 5% per month thereafter, not to exceed 25%.  Several enforcement procedures in collecting surcharges were discussed in the 1995 Workshop Report.  These include revocation of CPCN, making Commission actions on utility requests contingent upon payment of surcharges, filing a suit against the utility, imposing a penalty for non-payment of surcharges, imposing interest for late payments.  D.98-01-023 adopted a 10% annual interest rate for late remittances of CHCF-B and CTF surcharges.



Recommendation:  

Revise GO 153 (e.g., Section 6) to reflect a 10% annual interest on late ULTS surcharge remittance consistent with that adopted in D.98-01-023.  Also include a policy of “no surcharge transmittal, no payment of claims” in Section 4. 



16.    ULTS Marketing and Outreach

D.96-10-066 ordered that carriers shall no longer be able to seek reimbursements from the ULTS fund for ULTS advertising and marketing, and created the ULTS Marketing Working Group (ULTSMWG) to develop ULTS marketing program and budget.  D.97-12-105 renamed the ULTSMWG as ULTS Marketing Board (ULTSMB), appointed initial board members, and elaborated on the role and purpose of the ULTSMB.



Recommendation:  

Revise GO 153 (e.g. Section 4) to reflect the elimination of marketing and advertising expenses as reimbursable items from the ULTS Fund. 

�

17.    Taxes and Surcharges Associated with Federal Discount Amount

Historically, the ULTS program has reimbursed carriers for the taxes and surcharges associated with the amount of discounts provided to ULTS customers.  However, beginning January 1, 1998, the federal program will provide additional support for the monthly basic service charge, but will not reimburse carriers for any taxes or surcharges associated with the federal discount amount.  In recognition of this discrepancy between the federal and state programs, the Commission noted in Resolution T-16128 that  “the ULTS program shall continue to provide reimbursements for costs covered under the current ULTS claims procedures, but which are not supported by the federal program.”  In a March 1998 Notice to Carriers, Telecommunications Division notified carriers that they can seek reimbursements for taxes and surcharges associated with the federal portion of the discount provided to ULTS customers beginning January 1, 1998. 



Recommendation:

Reflect in ULTS claims procedures the specific measurements of reimbursable claims.   Revise GO 153 (e.g. Section 4) to refer to the ULTS claims procedures. 



18.    Calculation of Federal Excise Tax, State 911 Tax, and the PUC User Fee.

Most carriers do not fully understand how the Federal Excise Tax, State 911 Tax, and PUC User Fee are calculated on the claims form.   The base for these taxes provides for certain service exclusions which have been largely ignored by many of the carriers.  In an attempt to maintain some level of consistency in the computation of these items, Telecommunications Division forwarded a letter on March 26, 1998, to the carriers who currently file claims on the ULTS fund, explaining the proper procedure for calculating these items on the claim form.  It is likely that carriers who currently do not file claims on the program and therefore were not served a copy of the Telecommunications Division March 26th  letter may become eligible recipients of the ULTS fund in the near future.  Therefore, it is important that the set of procedures for calculating these items on the claim form be embodied in the GO 153. 



In brief, the base for calculating the federal excise tax includes only lost revenues from the following items: (a) conversion charges, (b) measured and/or flat rate service, (c) EUCL, (d) surcharges (including PUC user fee), and (e) other customer charges.  Service connection charges are exempted from the tax .



State 911 Tax:  Charges for basic exchange access line services for Lifeline and for any non-recurring, installation, and service connection are exempted from this tax.  The State Board of Equalization has also excluded the federal EUCL from the 911 tax effective July 25, 1994.  Accordingly, the base for calculating the state 911 tax includes only the surcharges (including PUC user fee) and/or other customer charges that carriers claim from the ULTS fund.  



PUC User Fee:  The PUC user fee is calculated based on the lost revenues for connection charges, conversion charges, measured and/or flat rate service, surcharges claimed from the ULTS fund, and other customer charges.



The following table summarizes how these taxes and surcharge are calculated:



Federal Excise Tax�State 911 Tax�PUC User Fee��Measured

Flat

EUCL

Surcharges:

   Other rate cases

   PUC user fee

Other customer 

   charges



tax rate = 3.0%�Surcharges:

   A/B/C/D

   PUC User fee

   Other rate cases



tax rate = 0.72%�Connection charges

Conversion charges

Measured

Flat

Surcharges:

   Bill & keep

   Other rate cases

 

tax rate = 0.11%��

Recommendation: 

Reflect in ULTS claims procedures the specific measurements of reimbursable claims. Revise GO 153 (e.g. Section 4) to refer to the ULTS claims procedures. 



19.    Impact of USAC’s Rounding Policy on ULTS Claims 

By a letter dated March 4, 1998, the Universal Service Administrative Corporation (USAC), which administers the federal lifeline support program, notified all eligible carriers to round off the amounts of claims for federal support to the nearest dollar in the USAC claim form.  Since the claims on the ULTS fund are net of the amount of federal support, this rounding scheme could result in a revenue shortfall or surplus to some carriers who file claims on the ULTS fund.  To mitigate the effects of this rounding convention on carriers’ ULTS support, Telecommunications Division issued a March 26, 1998 Notice to carriers stating that the ULTS claims need to be adjusted accordingly to reflect the over or under-collection of lifeline support from the federal program.  Claims on the ULTS claim form are to be reported to the nearest cent.   



Recommendation:  

Reflect in ULTS claims procedures the specific measurements of reimbursable claims.  Revise GO 153 (e.g. Section 4) to refer to the ULTS claims procedures. 



B.  Additional ULTS Program Changes 

1.	Revision of ULTS Program Service Requirements to be Consistent with Federal Lifeline and Link-Up Programs

Under the federal Lifeline and Link-Up programs, eligible telecommunications carriers (ETCs) are required to offer the following to Lifeline customers:

Services and functionalities designated for federal universal service support -- essentially similar to CPUC’s definition of residential basic service in D.96-10-066.

Toll limitation service (i.e., toll blocking or toll control) included as part of Lifeline service if elected by the customer and provided free of charge.

Reduction in service installation charges by half of customary charge or $30.00, whichever is less, for initial installation and for subsequent installations for principal residence with an address different from the residence address at which Link-up assistance was provided previously.

Deferred schedule for payment of service installation charges up to $200 with no interest for one year.

No disconnection of local service for non-payment of toll charges.

Not deny a Lifeline customer’s request for re-establishment of local service on the basis that the consumer was previously disconnected for non-payment of toll charges. 

Partial payments by Lifeline customers must be applied first to local service charges, and then to toll charges. 

Not require service deposits in order to initiate service if the customer elects to receive toll blocking. 

Not require customers to accept toll blocking in order to retain their local service.

May require advance payments for local charges, but not to exceed one month’s charges.

The federal program will reimburse ETCs (a) up to $7.00 to cover the discounted monthly rates for local service ($3.50 for EUCL and additional $3.50 rate reduction), (b) the incremental cost of providing either toll blocking or toll control (but not the full retail charge for toll limitation services), (c) the foregone revenues for service installation and deferred payment of the charges. 

The following are the current service requirements under the ULTS program:

All elements of basic residential service as defined in D.96-10-066.

Discounted service installation charge of $10.00 or half the customary charge, whichever is less, for initial service installation within a 12 month period.

50% of the customary charge for service order change and inside wiring installation if provided by the carrier.

Three-month payment plan for service installation charges.

Carriers may disconnect customers for non-payment of charges including toll.

No requirement to offer toll limitation services free of charge.

Carriers may require service deposits.

Pure resellers and non-ETCs are not eligible to receive federal Lifeline and Link-up support, and are not subject to the service requirements of these programs.  Competitive local carriers (CLCs) in California are required to offer ULTS service regardless of whether they provide the service through resale or using their own facilities.  Thus, different groups of carriers are subject to different service requirements beginning January 1, 1998.  This creates disparity in the mix of services that are offered to qualifying low-income customers by ETCs versus the non-ETCs.   It could also potentially provide a competitive advantage to carriers that have ETC status since they are able to draw from both the federal and ULTS funds for the additional services they provide, particularly their ability to offer discounted service installation charges for more than once in a 12-month period.

Recommendation:

Adopt the same service requirements in the ULTS program as in the federal Lifeline and Link-Up programs.

The ULTS program should reimburse non-ETCs the same amount as ETCs are eligible to receive from the federal program -- i.e., lost revenues for flat or measured service, incremental cost of providing toll limitation service, interest associated with deferred payment plan for service installation, and lost revenues for initial and subsequent service installations. 

Revise GO 153 (Section 3) to incorporate the additional service requirements such as free toll limitation, no service deposits if ULTS customer elects toll blocking, no disconnection of ULTS service for non-payment of toll charges, 12-month installment plan without interest for service connection charges. 

2.	Elimination of “Once-per-12-month” Restriction on $10.00 ULTS Service Installation Charge, Change Order Charges, and Inside Wire/Primary Standard Jack Charges 

This is a proposal that Pacific Bell advocated in the 1995 Workshop and again in its comments on the November 3, 1997, Assigned Commissioner’s Ruling (ACR).  Pacific Bell suggested that ULTS customers be charged a flat installation fee of $10.00 irrespective of the number of times the customer moves in a given 12-month period.  Under the federal program, all service installations are discounted at 50% of the customary charge or $30.00, whichever is lesser provided they are at different addresses.  Pacific Bell’s proposal would take the charge down to $10.00, with the ULTS program picking up the difference between the amount that will be supported by the federal program and $10.00 rate to the customer.  Given Pacific Bell’s installation charge of $34.50, the federal program will fund $17.25, and the ULTS program will fund $7.25 for all service installations. 

Recommendation:

The $10.00 installation fee should only apply when a customer moves to a different address, consistent with federal rules, and only for one connection or jack.  Reflect the $10.00 service installation charge for subsequent ULTS installations in the revised GO (Sections 3.3 and 3.5). 

3.	ETC Status as a Requirement to Obtain ULTS Support for California CLCs That Meet the Federal ETC Criteria.

Under the federal rules, pure resellers do not qualify to become ETCs since they do not meet the facilities requirement.  However, there are facilities-based CLCs in California that could potentially qualify to be designated as ETCs should they seek such a status.  It would be in the interest of the ULTS program if such carriers could obtain ETC designation and be able to draw federal Lifeline and Link-Up support.  This would reduce the support that these carriers obtain from the ULTS fund.  At this time, there is no incentive for facilities-based CLCs in California to seek ETC designation because they are made whole by the ULTS program.  Imposing the requirement that these carriers obtain ETC status before they could receive reimbursements from the ULTS fund would provide them the incentive to become ETCs.  

�Recommendation:

The Commission should impose the requirement that carriers eligible to become ETCs under the FCC rules seek such designation in order to draw from the ULTS fund.  

4.	Customer Notification, Certification, and Recertification

D.84-04-053 established self-certification for determining eligibility, i.e., a statement filed by the customer with the telephone company.  The current GO requires telephone companies to provide all their customers with information on the program, including a form to be returned by those who qualify, once per year or at any time the qualifying criteria for recipients change.  We noted that the certification and recertification forms vary across companies.

One proposal during the 1995 Workshop was to shift the certification to every two years, similar to the CARE program in the gas and electric industry.  This would result in cost savings to the ULTS Fund.  Another proposal is to revise the certification procedure such that the initial certification takes place via telephone and a confirmation letter sent to the customer afterwards.  The confirmation letter could be in the form of a turnaround document which would be signed and returned.

Recommendation: 

Although there are cost savings in doing the recertification every two years, this could also result in unnecessarily prolonging ULTS benefits to customers whose income levels have changed to disqualify them from the program.  Additionally, a two-year recertification will not reconcile with the annual income limits which are set every year.  The annual customer notification should be retained.  Consider undertaking the annual customer notification in coordination with the ULTSMB as part of ULTS marketing/outreach program.  Consider developing a standard template of the certification and recertification forms to be used by all carriers.



4a.	Reporting of Number of ULTS Customers

The number of ULTS customers was incorporated in the monthly claims as per the 1988 Workshop Report.  D.96-10-066 reaffirmed the requirement for carriers to report the number of ULTS customers that they served in a month, broken down into those with measured and flat rate service.  The decision ordered Telecommunications Division to revise the ULTS Monthly Report and Claim statement to reflect this requirement.  It has come to our attention recently that carriers may not have been reporting the number of ULTS customers in their monthly claims on a consistent basis.  



Recommendation: 

Carriers should report on the claim form the number of ULTS customers on the basis of the number of lines served at the end of the billing period.  This number should be broken down into measured and flat rate service.  Carriers should also provide the number of service connections and disconnections within the same billing period. 



5.	Statute of Limitations on Audits and Claims

Among the issues raised in the 1995 Workshop Report are the limits upon the time the Commission should perform audits of ULTS claims, the time carriers may make claims against the ULTS fund, and how long utilities should retain records.  Pacific Bell suggested a 2-year retention period for records.  The retention period depends on how often the audit is performed, which is in turn dependent on Commission resources. 



Recommendation: 

Adopt a statute of limitation of one year for both remittances and claims.



6.	Re-examination of Operating Expenses Claimed from the ULTS Fund 

The recovery of operating expenses from the ULTS Fund was discussed in the 1995 Workshop.  However, there was no resolution in the workshop of how these expenses should be measured and the process to be used to standardize the measurements (e.g., whether carriers should file advice letters describing their method of cost recovery for each line item, whether hearings should be held to review and approve the measurements, etc.).  Given the inconsistencies that we found in the carriers’ calculation of taxes and surcharges they claimed from the ULTS fund, it is highly likely that carriers are also charging the fund for operating expenses that are not on a consistent basis.  One major expense item that Pacific Bell is claiming from the fund relates to the cost associated with providing ULTS information to customers during service order or change order.  GTEC does not bill the ULTS fund for such costs.  Whether the fund should continue reimbursing Pacific Bell for such item and if so, to what extent, is an issue that should be raised in the OIR and for discussion in the workshop.

Recommendation: 

Consider a flat fee paid to the carrier per service order or change order for informing customers about ULTS.  Consider setting standardized measures for calculating reimbursable operating expenses.



7.	Re-examination of ULTS Claim Format 

Given the increased number of carriers who provide ULTS and file claim on the fund, the recent  establishment of the ULTSMB, the availability of additional federal support, the inconsistency inherent in the manner in which carriers compute revenues and expenses for reimbursement, and the general lack of adequate knowledge of the ULTS program among the new claimants, it is vital that the entire claim format be reexamined to exclude revenue and expense line items (e.g. conversion charges, EUCL, and marketing/outreach) which are either subsidized in whole or in part by the FCC or are no longer allowable under the ULTS program. 

Recommendation: 

Revise the ULTS claim format to show the amounts net of federal support for the pertinent items and to exclude other items no longer reimbursable from the ULTS fund.  See attached proposed revised claim format and instructions. 



8.	Revisit Composition of ULTS Administrative Committee 

D.87-10-088 established the ULTS Trust and the ULTSAC consisting of five representatives selected from five largest LECs, the small LECs, two members from public interest groups, and the IECs, to implement the trust.  It also adopted an accrual basis of accounting for the trust with fiscal year beginning on July 1.  D.94-10-046 approved charter for the ULTSAC.  D.97-12-105, which established the ULTSMB, imposed additional functions on the ULTSAC.  This order has called for a modification to the ULTS budget and charter to reflect these additional functions.  It is necessary therefore to examine whether the current composition of the ULTSAC is appropriate in light of the fact that the same carriers have representatives at both the ULTSAC and ULTSMB.  

Recommendation: 

The ULTSAC should be restructured to exclude carrier representatives in the committee because of conflict of interest concerns.  Consider further revisions to the ULTSAC charter to reflect this change in composition.



9.	Impact of AB 2461

AB 2461 proposes to change the ULTS Fund administration (and other Commission programs) from the control of the Commission to the state.  If this bill passes, the GO would need to be revised to reflect this potential event.



10.	Revision of Previously-Adopted Commission Universal Service Rules 

The rules that the Commission had previously adopted in Appendix B of D.96-10-066 may need to be revised to reflect the additional changes proposed for the ULTS program.  
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