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Note: The Telecommunications Division issues comprehensive quarterly Roadmaps and monthly news updates. The January 2005 issue of the Telecommunications Roadmap is the most recent comprehensive quarterly Roadmap. The next quarterly Roadmap will be issued April 2005.

Updates:

Draft broadband deployment report issued

Interim UNE rates adopted for Verizon 

Telecommunications consumer protection rules suspended 

Phase II begins in Intrastate Access proceeding

Another Universal Service Program audit completed

Implementation of Federal Lifeline/Link-Up Requirements

Recent ULTS Call Center outreach report highlights

Draft broadband deployment report issued

In response to Public Utilities Code Section 709 and as part of R.03-04-003, the Commission issued a draft report on “Broadband Deployment in California” on February 1st.     The report presents data showing that broadband is widely deployed in California and that California leads the nation in broadband access in both total lines and lines per capita.   Despite California’s success and leadership on broadband penetration, the report identifies that the following communities have lower levels of broadband use: low-income, rural residents, and persons with disabilities.  

Besides providing a snapshot of broadband availability in the state, the report identifies the different broadband providers and technologies, discusses benefits and barriers of broadband technology, and discusses significant anticipated developments.  The report contains numerous conclusions and recommendations to facilitate broadband deployment in California.

The Commission will hold a Full Panel Hearing on February 8th and will solicit report comments from interested parties.  The Commission is expected to vote on accepting the report in March 2005.

Interim UNE rates adopted for Verizon

On January 27, 2005, in D.05-01-057, the Commission adopted interim rates that the CLECs pay Verizon to use its network to provide local exchange service to CLEC customers. Verizon had petitioned the Commission to raise its California unbundled network element (UNE) rates consistent with recent corrections that New Jersey made to Verizon’s rates in that state. Since the Commision’s interim rates were based on New Jersey’s earlier rates, Verizon proposed that the Commission should change its rates similarly until the current proceeding to set permanent rates is completed. The ALJ drafted a proposed decision adopting a New Jersey’s rate adjustment and a shared and common cost markup of ten percent, which was similar to the markup New Jersey used for its new rates. The assigned Commissioner’s office offered an alternate proposed decision that maintained the existing twenty-two percent markup. The commission adopted the ALJ’s ten percent markup decision. The net result of the UNE cost increases and the shared and common cost decrease is as follows: 

· 2.3 percent decrease to the 2-wire loop rate

· 1.9 percent decrease to the 4-wire loop rate

· 28.3 percent increase to the port rate

· 3.3 percent increase to the tandem switching usage rate

· 4.9 percent increase to the end-office switching usage rate

· 3.2 percent increase to the estimated UNE-P rate for former GTEC areas

· 0.9 percent increase to the estimated UNE-P rate for former Contel areas.  

Telecommunications consumer protection rules suspended

In D.05-01-058, the CPUC voted to stay the telecommunications consumer protection rules adopted in D.04-05-057 and General Order  (G.O.) 168 while it considers action on related implementation issues.  The Commission received 50 letters from carriers requesting extended time to comply with various subparts of G.O. 168.  Pursuant to Rule 48 (b) of the Commission Rules of Practice and Procedure, the CPUC’s Executive Director granted 21 of these requests as of January 1, 2005.    The Executive Director also granted certain carriers a temporary extension until April 4, 2005 while the remaining requests are being reviewed.  On January 5, 2005, an Assigned Commissioner Ruling and draft order were issued proposing to stay the consumer protection rules while implementation difficulties are examined.  On January 27, 2005, the CPUC adopted that order. 

In addition, wireline and wireless carriers filed Petitions to Modify D.04-05-057 in January 2005.  They also filed motions to stay the consumer protection rules while their petitions are being considered by the CPUC.  Comments by parties on the carrier motions to stay were consolidated with comments on the proposed a stay cited above. Comments on the petitions to modify are due February 7, 2005.

In September 2004, wireless carriers filed two separate complaints in U.S. District Court challenging certain aspects of the consumer protection rules.  The first complaint was filed by Nextel of California, Inc. and the second complaint was filed by a group of wireless carriers including Cellco Partnership, AT&T Wireless, Cingular Wireless LLC, Verizon Wireless LLC, Sprint, T-Mobile and other carriers.  In January 2005, the CPUC filed a motion to dismiss these complaints.   Recently, the complainants in both cases filed also motions to dismiss them in light of the stay in D.05-01-058.   

Moreover, wireline carriers including AT&T Communications, Sprint Communications, MCI, and SBC filed a complaint at the state level that also challenges the consumer protection rules.  The CPUC filed a response to the complaint in December 2004. This case is still pending. 

Phase II begins in Intrastate Access proceeding

On August 21, 2003, the Commission issued a rulemaking to review intrastate carrier access charges.  The Commission opened this rulemaking to address circumstances changed since the Commission previously modified access charges in 1994.  The proceeding addresses potential reductions to access charges and is limited to the network interconnection charge (NIC) portion of SBC’s access charges and the transport interconnection charge (TIC) of Verizon’s access charges.  A threshold issue was whether the Commission should offset decreases in local exchange carrier access charge revenues with increases of other rates if the NIC and TIC portion of access charges were eliminated. The proceeding has three phases, with the first phase well underway, and the second phase just beginning:

Phase I: 

On June 17, 2004, the ALJ issued the Phase I proposed decision finding that reductions to access charges should be offset by increases to other rates, and access charges for CLECs and mid-size and small LECs should be revised in the third phase of the proceeding. A September 20, 2004 ALJ ruling reopened the proceeding and   solicited comments on two broad issues:  (1) the potential impact of an Intercarrier Compensation Forum proposal to reduce access charges, and (2) the possible windfall to SBC and Verizon because of their increasing shares of intrastate toll markets.  

Phase II: 

Following a January 10, 2005, a prehearing conference, the Assigned Commissioner issued a ruling and scoping memo for Phase II issues.  Phase II will resolve the following issues:  (1) the reduction or elimination of the NIC and TIC portions of SBC and Verizon’s access charges, (2) the revenue impacts of the NIC and TIC changes, (3) the appropriate ratemaking for the ILECs recovery of relevant revenues, and (4) possible steps to ensure long distance customers receive benefits of lower access charges.  Phase II does not include an examination of costs associated with access charges.  Also, to expedite the proceeding, parties were asked to submit their positions by February 14th in documents that could be included as testimony.  If the Commission determines that it does not require hearings, the testimony may be entered into the record of the proceeding and the parties will have a subsequent opportunity to brief the issues. 

The complete Phase II schedule is as follows:

· Testimony served

February 14, 2005

· Reply testimony served
March 7, 2005

· Prehearing Conference
March 14, 2005

· Rebuttal testimony served
March 21, 2005

· Hearings, if needed

March 28-30, 2005

Another Universal Service Program audit completed

TD conducts audits of the public purpose programs administered by the CPUC that are used to extend telephone service and facilities to low-income consumers and qualifying organizations. In January 2005, TD completed its 10th audit. This audit report covered Ponderosa Telephone Company for year 2003 and included the following: collection of public purpose program surcharge revenues from customers, remittance of surcharge revenues to the respective program funds, and claims for subsidy from certain funds.  Approximately 45% ($9.2 million) of Ponderosa’s 2003 revenues of $21 million came from federal and state subsidies (24% federal, 21% state).

The audit found that Ponderosa properly charged customers the correct surcharge amounts and remitted the correct amounts to the respective program funds.  The audit also found that Ponderosa’s claims for subsidies were reasonable.

Implementation of Federal Lifeline/Link-Up requirements 

Parties provided comments in the Commission’s rulemaking (R. 04-12-001) on January 21 and February 4, 2005. This rulemaking was initiated in response to the FCC order requiring all states to document customers’ income qualifications for their income-based Lifeline/Link-Up programs, such as California’s Universal Lifeline Telephone Service program (ULTS, telephone service support for those with low income). Compliance with the FCC’s new income documentation requirement is essential to preserve California’s annual support of $330 million from the federal Lifeline/Link-Up programs.  (See also FCC Order and Report No. 04-87.)  

Recent ULTS Call Center outreach report highlights

The Commission’s consultant, Richard Heath and Associates, completed its first year marketing plan and outreach contract to increase telephone subscribership rates for the Universal Lifeline Telephone Service Program (ULTS).  The following are the highlights from the Semi-annual Call Center Report for ULTS Services.

· From July 1 to December 31, 2004, the Call Center received a total of 6,116 calls. 
· About 61% of calls received were in English; 25% in Spanish; 3% in Mandarin; 2% in Cantonese; 2% in Korean; with the remainder in Hmong, Laotian, Vietnamese; Cambodian, Tagalog, among others. 
· By ethnicity, 35% of the calls were from Latinos; 25% from African Americans and 12 % from Caucasians, with the remainder from Hmong, Laotian, Vietnamese, Cambodian, Tagalog, Chinese, Russian, Filipino, and Armenian. 
· 41% of callers received information about the Call Center from Community Based Organizations, 12% via the radio, 9% via TV, 11% from friends and family, and 3% from newspapers. 
· Of the 6,116 calls received, 80% were determined eligible for ULTS and referred to a carrier.  52% of the callers had no existing phone service. 
· The consultant’s Report concludes that there are few existing problems or obstacles to the program and its goals and objectives are being achieved.
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