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Pursuant to the January 14, 2002 Assigned Commissioner Ruling (“ACR”), the Energy Division of the California Public Utilities Commission (“Commission”) held public-input workshops designed to explore the methodologies used in calculating penetration rates for the California Alternate Rates for Energy (“CARE”) and Universal Lifeline Telephone Service (“ULTS”) programs.  The Energy Division issued a Workshop Report on April 2, 2002.  Pursuant to the January 14, 2002 ACR, parties are permitted to file comments on this report.  The comment due date was extended when it was determined that a second workshop was necessary.  In accordance with the dates set forth in the April 2, 2002, letter notifying parties of the availability of the Energy Division Workshop Report, attached are the Comments of the Office of Ratepayer Advocates on the Energy Division Workshop Report on CARE and ULTS Penetration Rates.  
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Comments of the Office of Ratepayer Advocates on

“California Alternate Rates for Energy (CARE) and Universal Lifeline Telephone Service (ULTS) Penetration Rates Workshop Report” 

I. INTRODUCTION


Workshops on penetration rates for California Alternate Rates for Energy (CARE) and Universal Lifeline Telephone Service (ULTS) were held on February 6, 2002, and March 6, 2002, pursuant to Commissioner Wood’s Ruling of January 14, 2002.  The Office of Ratepayer Advocates (ORA) appreciates this opportunity to comment on the Energy Division’s “California Alternate Rates for Energy (CARE) and Universal Lifeline Telephone Service (ULTS) Penetration Rates Workshop Report,” issued April 2, 2002. 


ORA supports the general conclusions of this workshop report, that accurate penetration rates and indicators of program misenrollment are desirable for both CARE and ULTS.  ORA is particularly concerned that many people eligible for both programs are not enrolled and so do not receive program benefits.  ORA is also concerned about information raised in these workshops that implies that many people receiving benefits under these programs are not qualified; program resources that subsidize such unqualified participants should instead be used to help those who are truly in need.  ORA suggests that the Commission reconsider or clarify some of the report’s specific recommendations to ensure that the recommended actions assist in program planning and administration.  

II. COMMENTS


ORA has comments on several specific recommendations, including the proposals to order post-enrollment verification for the ULTS program, use verification and re-certification results to adjust ULTS penetration rates calculated (as described in the workshop) using the Field Research Survey data, report the resulting ULTS penetration rates quarterly, continue determining differences in CARE eligibility in rural and urban areas using the Rural Health Council method, and continue validating the statistical methods used in updating estimates of utility customers eligible for CARE.  ORA also has other minor comments and corrections to ensure the report provides an accurate and clear record of the issues discussed in these workshops.  

COMMENTS ON REPORT RECOMMENDATIONS

1. Post-Enrollment Verification:  ORA recommends that the Commission (or the Assigned Commissioner in the ULTS proceeding, as noted in the Report on page two) require the telecommunications utilities to conduct random verification of ULTS customers.  In addition, ORA recommends that the telecommunications utilities continue to do annual re-certification of ULTS customers, and that the results of post-enrollment verification and re-certification efforts should be reported quarterly.  

Post-enrollment verification, already required in the CARE program, can provide valuable information on the level of unqualified enrollment in these programs, which are intended to benefit customers who need such assistance. The existing procedures for post-enrollment of CARE participants’ eligibility serves two useful purposes, acting as “a barometer for assessing the extent of unqualified customers’ participation in the program” (Report, p. 14) and removing unqualified customers in the sample of participants asked to verify their eligibility.  ORA is concerned by the information provided by Pacific Bell and Verizon, and acknowledged in the Energy Division’s workshop report, that a large proportion of ULTS participants (estimated at between 30% and 42%) are not actually eligible for the program (Report, p. 9, and Report Attachment F, p. 6).  By requiring the telecommunications utilities to implement systematic post-enrollment verification of ULTS participants, the Commission would discourage misenrollment while gaining a better sense of its prevalence among ULTS participants. 

2. Adjusting ULTS Penetration Rates:  The report states that the telecommunications utilities should be ordered to “reflect the drop-offs due to both random verification and re-certification in their calculation of ULTS penetration rates” (Report, page 2).  It appears that this recommendation is intended to make the ULTS penetration rates more consistent with the CARE penetration rate methodology.  


The ULTS method that was the focus of utility presentations already makes an adjustment for misenrollment by calculating the penetration rate among the survey sample using only the ULTS customers surveyed who are enrolled in and qualified for ULTS (Report Attachment E, p.11).  According to the workshop materials, it is possible to do this because the Field Research Survey used in this methodology asked a customer sample separate questions on ULTS participation, income, and household size.  As stated at the March workshop, if the penetration rate had been calculated using all customers enrolled in ULTS, whether or not their other survey responses showed them to be eligible, the calculated penetration rate would have been over 100% (Report Attachment F, p.8).   


In addition, the ULTS methodology presented in these workshops is based on a survey sample, which makes adjustments for re-certification and verification problematic.  The CARE penetration rates methodology relies on the actual number of customers enrolled in CARE.  In this method, no independent information is available to determine what proportion of those CARE participants is actually eligible.  A random verification process partially accounts for this, by requiring a small percentage of CARE customers to provide evidence of their eligibility; those who do not respond, those who are found to be ineligible, and those who ask to be removed from the program are dropped, and their removal is reflected in the total number of CARE participants used in the penetration rate calculation.  Most CARE customers are not asked to verify, however, and so significant misenrollment may remain.  Random verification is not (and given current methods of verification, should not be) used to adjust the penetration rate beyond accounting for the actual number of people who are removed from the program due to verification efforts.  Because the Field Research Study-based ULTS methodology uses survey data on eligible and enrolled participants, not the actual number of enrolled participants, it is not clear how the actual number of people dropped due to verification and re-certification could be used to meaningfully adjust the rate calculated from the survey information.  In addition, the survey data reflects ULTS enrollment and penetration at a single point in time, and the proposed adjustment attempts to account for misenrollment without considering other changes that may have occurred in the ULTS population since the survey was taken.


In summary, the type of adjustment used for CARE is not appropriate to the Field Research Study-based ULTS penetration rate methodology for several reasons.  Specifically, this method already adjusts for misenrollment, the method does not use the actual number of ULTS participants (which makes possible the partial adjustment used in the CARE calculation), and such an adjustment fails to account for changes to the ULTS population since the date when Field Research’s most recent Telephone Affordability Study took place.  

3. Calculation and quarterly reporting of ULTS penetration rates:  ORA supports the recommendation that ULTS penetration rates be calculated and reported quarterly. This is appropriate given statements at the workshop that the population of telephone households is at least as dynamic as energy utility households, with customers initiating, disconnecting, and changing telephone service frequently.  However, ORA recommends that additional review be undertaken in the ULTS (or other appropriate) proceeding before the Field Research Study-based method is adopted to measure ULTS penetration rates.  If this methodology is used, the calculation and quarterly reporting of ULTS penetration rates is unnecessary because the method calculates ULTS penetration rates based on a Commission-mandated survey that in the past has been done at 3- or 4-year intervals.  Given the obstacles described above to making the adjustments for post-enrollment verification and re-certification recommended in the workshop report, it seems unlikely that quarterly reports based on this survey would be meaningful or provide additional information.  Also, ORA has concerns that this survey’s methodology, which was designed to measure telephone affordability and not penetration rates, may not lead to an accurate picture of qualified and unqualified ULTS enrollment.


A different ULTS penetration rate methodology could allow for frequent, meaningful reporting.  One possible option is to allow the penetration rate to be calculated based on data from other surveys of the ULTS population that may be conducted more frequently; ideally, such a survey should be designed to collect information on penetration rates.  A second option would be to require the telephone utilities to develop a penetration rate methodology similar to that used for the CARE program.  This option would rely on the census and other data sources to estimate the ULTS-eligible population, and could use the actual numbers of enrolled customers to determine penetration.  Like the method currently used to calculate CARE penetration rates, this second method would not provide independent information on the eligibility of enrolled households, and so would incorrectly include misenrolled customers in the penetration rate unless further adjustments are done.


Given the limitations of the proposed ULTS methodology, ORA recommends that the specific method to be used for calculating ULTS penetration rates should be considered in more detail in the ULTS or other appropriate proceeding.

4. Methods for determining rural and urban CARE penetration:  The report appears to recommend continuing the current methods for determining the CARE penetration rates in rural and urban areas using the Rural Health Council and Goldsmith classification methods.  This recommendation is not clearly explained or supported within the report.  The report’s discussion of this, on page 13, does not explain what these classifications are currently used for in this proceeding or the reasons for maintaining the current methodology.  Clarification of the reasons for this recommendation would strengthen the report and provide guidance for future Commission actions.

5. Use of sensitivity testing and validation:  The report states that “Energy Division recommends the energy utilities complete additional sensitivity tests and validation efforts” (Report, p. 12). ORA believes this recommendation refers to testing and validation of statistical methods used in estimating the current CARE-eligible population.  If this is what is intended, ORA supports the recommendation.  More specific guidance on what types of testing and validation are appropriate and how those activities will improve estimates of CARE penetration may be helpful in clarifying this recommendation.

SPECIFIC COMMENTS AND CORRECTIONS:

1. CARE and ULTS Comparison Chart:  The chart on page 8, which compares the CARE and ULTS penetration rate methodologies, states that the numerator in the ULTS penetration rate calculation is “[t]he estimated number of ULTS participating households (Survey results)” (Report, p. 8). Not all participating households are actually eligible, however, and the proposed method seems to focus on households that are enrolled and eligible.  Therefore, it might be more accurate to say, “[t]he estimated number of households that are eligible for and enrolled in ULTS (survey results).”  As described above, the proposed methodology, which is based on the Field Research Survey results, accounts for misenrollment before calculating the penetration rate among the survey population.  Similarly, the chart describes the denominator as the “[p]ercentage of customers estimated as eligible based on survey results. (Survey results applied to Census data).”  To be consistent with the use of a number based on survey results in the numerator, the report should not say “percentage” but should refer to the number of households.  So, a statement such as “the number of households that are eligible for ULTS (survey results)” might describe the denominator more accurately.  The chart also lists statistical methods used in the proposed ULTS methodology as “Extrapolating sample population to reflect entire population.”  This description could be misleading, if it implies that further calculations are done with the survey data to arrive at the CARE penetration rate.  


In the analysis of this chart, the report also states that “[w]hile the numerator in the ULTS methodology [like that in the CARE methodology] reflects the number of enrollees in the program, this number is estimated based on survey results” (Report, p. 8).  It might be more accurate to say that the total number of households that are both enrolled in and eligible for ULTS, and the total number of customers eligible, can be estimated using the penetration rate calculated based on this sample, assuming that the sample results can be generalized to the total population.  Because of the adjustments described above, the numerator does not represent the total number of enrollees in the program and cannot be extrapolated directly to determine that number.  The actual number of people enrolled in the program can presumably be obtained directly from the telephone utilities.

2. Verification:  In the section on post-enrollment verification, the report describes “two types of post-enrollment verification: 1) Random verification of a sample of customer, and 2) Regular re-certification of customers” (Report, p. 10).  This description of re-certification as verification is incorrect.  CARE and ULTS participants must reapply for these programs at regular intervals in order to continue receiving the program benefits, and this reapplication or re-enrollment process is referred to as “re-certification.”   Whereas verification requires participants to prove their eligibility by providing income documentation, re-certification does not require any documentation or verification of income eligibility.  Unlike CARE, the ULTS program currently does not do any actual verification.


Re-certification and verification do share some common procedures, however: notices are mailed to participants requiring them to respond, and those who are found ineligible or do not respond are dropped from the program.  One reason these activities were grouped together in the workshop discussion is that studying them may provide some information on why participants do or do not respond to requests for information, as well as providing information on program misenrollment.        

CONCLUSION


The penetration rates workshops in February and March 2002 were useful in demonstrating the similarities and differences between the method used for calculating CARE penetration rates and a proposed method that could be used for ULTS.  Both methods provide interesting and useful, if somewhat different, information.  ORA believes that penetration rates data for CARE and ULTS help in tracking the success of these programs at reaching eligible customers and ensuring that customers have access to the support these programs offer.  ORA also believes that gathering information on the extent of misenrollment in programs intended to benefit low-income households is an important part of gauging the effectiveness of these programs.  Both penetration rates and information on misenrollment can help the Commission target future program efforts to ensure that limited program funds benefit those eligible for and in need of assistance.  For these reasons, ORA recommends that the telecommunications utilities should be required to begin performing post-enrollment verification, and should calculate and report penetration rates quarterly.  ORA supports the report’s recommendation for continuing the use of the current methodology for calculating CARE penetration rates, which has been developed over time with input from many different participants.


Section VI of the workshop report describes many of the key issues that must be considered before meaningful penetration rates can be developed and compared across these different programs.  Such issues include the different definitions of household used in each program and the different utility service territories in which they are offered.  ORA recommends that the Commission provide more guidance on its purpose in requiring penetration rate calculations for CARE and ULTS and how it expects those penetration rates to be used.  Specific recommendations for a ULTS penetration rate methodology should then be considered in detail in the ULTS or other appropriate proceeding.  Further consideration by interested parties of how ULTS penetration rates can be calculated to provide the information of interest to the Commission will allow the development of a useful and feasible ULTS penetration rates methodology. 
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