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OPENING COMMENTS


Of The Office Of Ratepayer Advocates








I.	INTRODUCTION


On September 3, 1998, the California Public Utilities Commission (the Commission) issued an Order Instituting Rulemaking (OIR) to modify General Order 153, the Procedures for Administration of the Moore Universal Telephone Service Act.  Pursuant to that OIR, the Office of Ratepayer Advocates (ORA) hereby offers its Opening Comments.  





II.	BACKGROUND


As noted in the Commission’s OIR, the Telecommunications Division held a workshop in May of this year to solicit public comments on the proposed changes to the ULTS program. Many of the concerns raised by participants in the workshop are reflected in the changes the Telecommunications Division made in the draft version of General Order 153.  ORA commends the Telecommunications Division for drafting the proposed modifications and for writing a helpful commentary to those proposed changes.


	A further historical note may not be amiss.  At the urging of the California Legislature, the Commission funded a study of the ULTS program by SRI International in 1993.�  This study was conducted to gauge the extent to which ineligible telephone customers were illegitimately qualifying as ULTS subscribers.  The study found that a relatively small percentage of those benefiting from ULTS were actually ineligible for the service, and that there was a high percentage (85.4%; SRI Report at p. 15) of eligible households in fact receiving Lifeline services.  Nevertheless, the authors offered several recommendations: to simplify eligibility criteria, to dissociate telephone companies from marketing ULTS, and to “develop common certification and recertification forms and ULTS materials for all telephone companies.” (SRI Report at p. ES-3).  The changes to the ULTS program over the last several years have addressed each one of these recommendations.  Eligibility criteria have been fixed; eligibility is demonstrated by self-certification; and marketing responsibilities have been removed from the carriers.  The proposed modifications to General Order 153 under consideration in this OIR should continue these improvements in the administration of the ULTS program.





III.	PRELIMINARY COMMENTS REGARDING THE OIR


	ORA fully endorses the Commission’s aims as announced in the OIR.  (See, OIR p.6-7.)  First, the Commission should update General Order 153 to conform with the substantial changes to the Universal Lifeline Telephone Service (ULTS) program that have occurred since 1984.  A single document, as opposed to scattered ordering paragraphs in multiple decisions, will greatly assist telecommunications carriers in understanding and properly implementing the ULTS program.  This fact is especially true for Competitive Local Exchange Carriers (CLECs) who may not be familiar with the Commission’s ULTS decisions over the past fourteen years and have little experience implementing the ULTS program for their customers.


Second, ORA supports the Commission’s proposal to modify the ULTS program to conform with the federal Lifeline and Link Up programs. These federal programs provide significant additional resources to California’s efforts to reach maximum penetration in residential telephone subscriptions. 


Third, ORA applauds the Commission’s goal to modify the ULTS program to facilitate competition in the provision of ULTS as well as assuring that emerging telecommunications competition does not compromise ULTS objectives. Increasing both the number of ULTS providers within California and permitting ULTS subscribers to pay discounted installation charges when switching ULTS providers will complement competition at minimal cost.  Accomplishing these goals will also advance the Commission’s goals of bringing the advantages of competition to all of California’s telephone users.


Finally, ORA supports the Commission’s proposal to adopt uniform procedures to be used by all telecommunications carriers in complying with the requirements of the ULTS program. This proposal does not represent uniformity for uniformity’s sake.  Instead, implementing uniform procedures will level the competitive playing field and preserve the benefits of the ULTS program for low-income subscribers by preventing confusion or discriminatory treatment.  Such action will advance the Commission’s goal of facilitating competition in the provision of ULTS without risking the integrity of the program. Moreover, uniform procedures will make administration of the ULTS program, a public trust, more efficient and less costly in an environment in which millions of telephone users contribute to the ULTS fund and multiple local exchange carriers provide ULTS to their customers. A considerable benefit of instituting uniform ULTS procedures for carriers will be a simplified and less irksome regulatory framework.


IV.	PROCEDURAL COMMENTS


 	ORA agrees with the categorization of this proceeding as “quasi-legislative.”  This proceeding will likely affect all telecommunications providers in California and millions of telephone subscribers.  It will establish generic rules concerning how to manage a public trust effectively and in conformity with the law, and it will help meet the substantial public purpose obligations such a task involves.  The rules established will apply to an entire regulated industry and have a substantial bearing on access to the State’s rapidly changing telecommunications infrastructure for California’s low-income residents.


	ORA does not object to the Commission’s determination to hold hearings for the presentation of legislative facts.  ORA recommends, however, that the Commission require the parties who intend to provide testimony at such hearings to serve a written copy of that testimony on the Assigned Commissioner, the Assigned Administrative Law Judge, and all parties in this proceeding, no later than January 15, 1999.  Apart from this recommendation, ORA agrees with the scope and timetable for this proceeding as described in the OIR.


	


V.	COMMENTS REGARDING APPENDIX B OF THE OIR


ORA supports the adoption of substantially all of the OIR’s proposed changes to General Order 153.  ORA comments on only those areas where it believes problems may exist with the proposed modifications contained in the draft recommendations of Appendix B, and the proposed text of General Order 153, the Appendix C of the OIR. 





  	


A.	Revise The Proposed Updates to GO 153 To Delete Any Reference To “Free” Calls Under ULTS Measured Service


	


	The proposed revisions to General Order 153 would entitle flat rate ULTS subscribers to a certain number of so-called “free” local calls per month as specified by the Commission in Decision 94-09-065 and subsequent Commission decisions.  (See, OIR, Appendix C, Section 3.3.6.)  ORA strongly disagrees with the characterization of any element of the ULTS program as “free.”  The ULTS program is a public purpose subsidy to provide basic telephone service to low income households.  (California Public Utilities Code §871 et seq.)  ULTS subscribers pay for the telephone service they receive and ULTS providers receive compensation for the telephone service they provide.  The Commission should delete any reference to “free” calls in General Order 153 in order to avoid future confusion or disputes concerning the provision of services for which carriers receive compensation.  





B.	Any Description Of The Service Elements Of The ULTS Program Should Be Technology Neutral And Preserve ULTS Subscribers Access To the Public Switched Telephone Network


		


	The OIR adopts elements of basic service from the Commission’s statement of basic service in Appendix B, Rule 4, of D. 96-10-066. ORA recommends that the definition of the service elements of “basic service” should be technology neutral. The General Order should be open to changes in technology which may eventually alter the provision of basic service – for instance, the expansion of basic service to include access to the public switched network via wireless devices and cable connections.  General Order 153 should refer to “connection” rather than just “line.” For instance, Section 3.3.2 of Appendix C should be augmented to state, “at  [a] rate no more than 50% of the utility’s regular service connection charges,... for the initial installation of a single telephone line or other connection accessing the network at or from the ULTS subscriber’s primary residence....”


Moreover, ORA recommends that the General Order affirm what elements of basic service are essential for ULTS customers to obtain access to the network.  The list of basic service elements in the D.96-10-066 includes “access to local directory assistance.”  Decision 96-10-066 also lists “access to operator services” as an element of basic service.  ORA believes the Commission should specify in the description of the elements of basic service listed in General Order 153 the minimum number of calls allowed per service connection for directory assistance and other forms of operator services.  Otherwise, ULTS customers may be priced out of access to these increasingly necessary services, which are themselves fundamental paths of access to the public switched telephone network, as the Commission recognized in D.96-10-066.  (D.96-10-066, Appendix B, “Basic Service,” p. 5).  An explicit provision for operator services call allowances is consistent with the General Order’s provision for a monthly allowance of untimely local calls when ULTS customers opt for flat rate service.  ORA recommends, consistent with D. 96-10-066, that the Commission retain the current five call monthly allowance for directory assistance for all ULTS subscribers.�  





C.	ULTS Providers Should Not Recover Service Representative Costs





	ORA strongly supports the proposed provision which would disallow carriers recovery for their service representatives’ costs for the time allegedly spent on ULTS-related matters when talking with customers during new service orders. Carriers recover such incidental costs elsewhere, as the Telecommunications Division correctly identified: via NRF start-up revenue and rates (R.98-09-005, p. B-17). 


	ORA concurs with the Commission’s decision regarding ULTS marketing in D.96-10-066 in which it concluded that it would be inadvisable for Local Exchange Carriers (LECs) or CLECs to receive a “fixed statewide fee for marketing....” The same reasoning applies in this OIR.  Any expectation of compensation by carriers is exactly the kind of “scenario” visualized by the Commission, a scenario that “could lead to a situation where a carrier, under the pretense of marketing ULTS, claims reimbursement, but uses the money for non-ULTS related activities.” (D.96-10-066, mimeo. p. 231.)  As the Commission stated, such a situation “does not eliminate the problem of ratepayers subsidizing carriers to entice those who do not have telephone service, to become that particular carrier’s customer.” (Id.) These well-founded arguments weigh heavily against both a calculated time-of-service reimbursement or a fixed fee per customer reimbursement.  Indeed, these arguments are even more cogent in this OIR than in the earlier marketing context.


	Service representative times involved in ULTS conversations are minimal and incidental. Tracking and verifying the time involved would be an auditing nightmare, and would be uniquely subject to self-serving calculations, both as to the amount of time spent on ULTS matters and the appropriate costs involved in calculating the amount of compensation.  For these reasons, ULTS providers should not recover service representative costs from the ULTS fund.





VI.	THE PROBLEM OF “SCREENING” CUSTOMERS FOR ULTS 	ELIGIBILITY 





		Despite the fact that ORA is singled out in Appendix B of the OIR in a discussion of screening ULTS customers for ULTS eligibility, the problem associated with screening can be resolved with relative ease.  At the time of first telephone contact with a potential ULTS subscriber, service representatives need only describe the program to new customers as a low-income lifeline service.  If the potential customer indicates that he or she might qualify, a question regarding income level can be asked.  If the response by the customer puts the customer outside the income eligibility requirement, no further questions (about household size, etc.) need be asked.  If the response to this income level inquiry puts the customer within the eligibility limits, further questions about household size and dependency status can be posed.  The service representative will already know whether there is more than one line at the residence. If the customer expressly asks for more information about the program, ORA suggests that the carriers’ responses be guided by the formulation of eligibility criteria as stated on the self-certification form, the wording of which should already have been approved by the Telecommunications Division. A screening script as such need not be followed.


As ULTS customers cannot receive the ULTS discount until the certification form is duly signed and returned to the carrier, according to the new General Order 153 provisions (See, OIR Appendix B at §3.15), there is no question of qualifying the caller for ULTS service at the time of the call—which means that there is no further need for the carrier to elicit information from the customer “confirming” ULTS eligibility beyond what was sought in determining whether a self-certification form should be sent. The carrier is not certifying the potential ULTS subscriber; only the subscriber can provide such certification with the return of the signed certification form. 


ORA is exceedingly sensitive to two issues in this matter which may be said to be in tension with one another. The first is privacy concerns of those potential ULTS customers who may be reluctant to disclose income figures to unknown representatives at the telephone companies -- representatives who have no formal legal right to such information. Such reluctance may inhibit those otherwise eligible for the ULTS program from subscribing to it. 


	The second is the prudent qualification of ULTS subscribers prior to their use of funds held in public trust for genuinely low income residents of California. The balancing act need not be a difficult one, but carriers should be attentive to both sides of the equation in meeting their responsibilities to low-income customers and their simultaneous fiduciary responsibilities to ratepayers who fund the ULTS program.


This balanced approach must also militate against carriers being tempted to sell ULTS at the time of the service order as a readily available “discount” which can then be used up by the new customer (with or without regard to eligibility requirements) to pay for other “enhanced” services where the carriers’ profit margins are high, while coincidentally allowing the carriers to recover from the ULTS fund the full charge for basic service. The ULTS program is intended to make “basic residential telephone service affordable to low-income citizens” (California Public Utilities Code §871.5 (b)); it is not intended to be a down payment on enhanced services and the occasion for telephone company enrichment at the expense of ratepayers.


		As to ORA’s marketing practices investigation, which is explicitly referred to in R.98-09-005, the proposed language of General Order 153 contains the following provision (3.1.4.):  “No utility shall knowingly certify or recertify as eligible a customer not meeting the ULTS eligibility criteria.”   ORA strongly supports inclusion of this language in the General Order.  This provision properly responds to one of the problems ORA discovered in its investigation, the signing up to the ULTS program of a telephone company employee when that employee’s income was known by the telephone company to be above the levels allowed for ULTS eligibility. 


That said, the proposed language of 3.1.4 is a prudent provision to have in the revised General Order 153 quite apart from the details of ORA’s investigation.  The Commission has recognized in the Universal Service Decision that steps should be taken to prevent the use of ULTS monies for non-ULTS related activities. The “problem of ratepayers subsidizing carriers to entice those who do not have telephone service to become that particular carrier’s customer” (D.96-10-066, p. 231) should be resolved and not exacerbated by modifications to General Order 153.


	


VII. 		MISCELLANEOUS COMMENTS AND CORRECTIONS 


		In this section ORA provides miscellaneous comments on the text of General Order 153 as printed in Appendix C of R.98-09-005, pp. C-2 to C-20. The comments, which are minor corrections in the wording of the text, are demarcated by the section and paragraph divisions of the proposed text as shown in Appendix C.





 	  Revise to read “All telecommunications services ... that are used by and billed to....”—rather than “consumed by” as the proposed wording has it.





  There should be a space separating “radio telephone.”





  Add language: “The customer certification and re-certification forms shall, at the minimum, contain explicit language detailing the following information: (1) a brief description of the ULTS program and benefits; (2) ULTS qualifying income limitations and other eligibility criteria; and (3) an immediately adjacent customer signature area which conveys certification of eligibility for and acceptance of ULTS.”





  Supply missing word: “Those applicants who do not return a signed self-certification form to the utility will continue to be billed at the regular tariffed rates and charges and be subject to the utility’s rules applicable to the establishment of credit.”


�
    Appendix D


	In the “Universal Lifeline Telephone Service Monthly Report and Claim Statement,” change item # 13 to “Customer Self-Certification and Re-certification Expenses.”


	In the “Instructions for the Universal Lifeline Telephone Service (ULTS) Monthly Report and Claim Statement,” paragraph 8, correct the following sentence to read: “Therefore, carriers who file claims on the ULTS Trust Fund shall adjust their ULTS claims to reflect...” (deleting “accordingly”).





VIII.	     CONCLUSION


	The statutory background for these modifications to General Order 153 and the updating of regulations for the ULTS program is the intent of the California State Legislature as expressed in the Moore Universal Telephone Service Act (California Public Utilities Code §871 et seq.). There the Legislature stated that “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.” The Act itself is declared 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.”


(Id. at §871.5. (b) )  The Commission’s responsibilities, and those of the telephone companies, under the Moore Universal Service Act are categorical: “Every means should be employed by the commission and telephone companies ... to ensure that every person qualified to receive lifeline telephone service is informed of and is afforded the opportunity to subscribe to that service.” (Id.. (d) )  Lifeline Telephone Service is declared to be in the public interest and as such is to be “supported fairly and equitably by every telephone corporation,” and the Commission is to “implement the program in a way that is equitable, nondiscriminatory, and without competitive consequences for the �
telecommunications industry in California.” (Id.)  The proposed revisions to General Order 153, with the modifications noted in these Comments, will ensure the fulfillment of these laudable public purposes for the ULTS program.








Respectfully submitted,











				


	ANDREW ULMER


Staff Counsel





Attorney for the Office of Ratepayer Advocates





California Public Utilities Commission


505 Van Ness Ave.


San Francisco, CA 94102


Phone: (415) 703-1998


October 9, 1998          	                               Fax: (415) 703-2262





� See, Susan H. Russell and Marnie H. Collier, “A Study to Assess Customer Eligibility and Recommend Outreach Activities for the Universal Lifeline Telephone Service,” November 1993, SRI Project 5042 (SRI Report).


� As the Commission is aware, Pacific Bell has recently field an Application to reduce the number of directory assistance monthly call allowances for residential subscribers from 5 to 3.  (See, Application 98-05-038.)
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