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DECISION ADOPTING REVISIONS TO MODERNIZE AND EXPAND THE
CALIFORNIA LIFELINE PROGRAM

1. Summary

This decision adopts revisions to the California LifeLine Program
(California LifeLine or LifeLine). The program revisions include extending the
price cap on LifeLine wireline services and adopting specifications for LifeLine
wireless services. The California LifeLine service elements we adopt herein
promote competition by preserving essential consumer protections across
technology platforms and by assuring that minimum communications needs are
met regardless of income. We also achieve technological neutrality by focusing
on the function California LifeLine service is to perform. Our decision is
informed by the legislative goals and the statutory requirements of the Moore
Universal Telephone Service Act (the Moore Act)!, Commission precedent, the
extensive comments and reply comments filed with the Commission in response
to our Scoping Memo and the Proposed Decision mailed October 30, 2013, and
comments filed on January 6, 2014 in response to revisions to the Proposed
Decision, and the important contributions of more than 350 Californians in the
eight Public Participation Hearings (PPHs) held throughout the state over the last
summer.

Our focus here is to develop rules allowing the addition of wireless
services to the California LifeLine Program and to update the LifeLine rules
applicable to LifeLine provided by wireline service providers as wireline service
offerings, market conditions, and regulations have changed since our previous
LifeLine rules were adopted. Wireless service providers are encouraged, but not

required to, offer LifeLine. For LifeLine provided by wireline service providers,
1 See Public Utilities (Pub. Util.) Code § 871 et seg.
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we largely continue the current requirements as they provide an in home, fixed
rate option requested by many Californians during the PPHs to help with
low-income household budgeting. We extend our current practice of requiring
wireline service providers that have a Certificate of Public Convenience and

Necessity (CPCN) and provide tariffed residential basic telephone service to offer

California LifeLine and file a schedule of rates and charges.?

S b o technolosical it of the M \ e and

2 See Pub. Util. Code § 876; Decision 12-12-038, CPCN holders that provide residential
basic telephone service are required to file and maintain tariffs or schedules of rates
and charges (Appendix A).
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heldersmustalseCPCN holders must comply with the California Public Utilities
Code and the Commission’s rules, regulations, and orders.”®> We also continue to
require tariffed residential basic telephone service providers (basic service),
including Carriers of Last Resort (COLRs), to offer California LifeLine consistent
with Decision (D.) 12-12-038 (Decision Adopting Basic Telephone Service
Revisions)(Basic Service Decision).** A COLR’s requirement to offer LifeLine
through their basic service offering is mandatory regardless of the form of
communications technology platform that is utilized.” Moreover, if a service
provider that is not a COLR chooses to offer residential basic telephone service,
then it is required to offer California LifeLine service. The Basic Service Decision
required only COLRs to offer residential basic telephone service.

California LifeLine providers may, but are not required to, apply to
become Eligible Telecommunications Carriers (ETCs) under federal law, to
increase the support available for them for providing LifeLine service. Federal
Lifeline-only wireless providers shall continue to comply with the current ETC
and General Order 153 requirements until a revised ETC process and General
Order 153 are adopted by the Commission subsequent to the issuance of this

Decision.

3 See, e.g., Pub. Util. Code § 451 (public utilities must provide just and reasonable
service).

64 See D.12-12-038 at 25-26: “We shall require that a basic service provider must meet
the Lifeline requirements adopted in D.10-11-033, along with any other applicable
Lifeline implementation requirements adopted in R.11-03-013. Any basic service
provider offering basic service must offer Lifeline rates on a non-discriminatory basis

to any eligible customers within the region where the provider offers basic service.”
? 1.
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Our goal in this proceeding, as in others before it, is to offer, in the words
of the Moore Act, "high-quality basic telephone service at affordable rates to the
greatest number of California residents...by making residential service affordable
to low-income citizens..."*¢ With that in mind, we have used the Commission's
recent redefinition of basic service as a springboard for determining which
wireless service elements and plans are eligible for LifeLine support for qualified
participants, meet our universal service objectives, preserve program integrity,
contribute to public safety, and acknowledge the market and technological
changes that have reshaped the telecommunications industry. We will continue
to monitor the changing marketplace in which California LifeLine must operate
and will take further action in subsequent decisions of this proceeding to assure
that LifeLine service remains affordable, of high quality, and meets the shifting
communications needs of its participants.

We defer to Phase Il any discussion of Voice over Internet Protocol service
(VoIP).

2. Background

On March 30, 2011, the California Public Utilities Commission
(Commission or CPUC) opened this Rulemaking to focus on revisions to the
California LifeLine Program. This program was designed to ensure that
telephone service remains affordable for low-income Californians. Our ongoing
commitment to achieving that objective led to this Rulemaking to examine the
California LifeLine Program rules and adapt them, as necessary, to meet the
communications needs of Californians to promote safety, the economy, and the
public interest. This proceeding is a successor to the Commission’s earlier

Rulemaking (R.) 06-05-028, where the Commission addressed its

8 See Pub. Util. Code § 871.7(a).
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telecommunications public policy programs, and a sequel to its revision of
residential basic telephone service in Decision (D.) 12-12-038.

In 2006, the Commission opened R.06-05-028 (Rulemaking) to evaluate
whether California’s universal service public policy programs should be updated
to reflect changes in the telecommunications industry. Through that
Rulemaking, the Commission set out to reform California LifeLine in order to
guarantee that high-quality communication services were affordable and widely
available to all. In D.10-11-033, the Commission adopted a new methodology for
providing California LifeLine support to consumers and in doing so ensured that
the Commission was able to monitor impacts on ratepayers so that the telephone
service rate would remain just and reasonable and that the California LifeLine
rate would remain affordable.

The Commission also acknowledged in D.10-11-033 that significant
technological and regulatory changes in the telecommunications industry had
occurred since the Moore Universal Telephone Service Act (Moore Act).”
Consumers have accelerated their use of communications options, many of
which have never been subject to traditional utility regulation and whose
providers have not previously participated in the California LifeLine Program.
We recognized the challenge to making these newly popular communication
services and platforms available to California LifeLine participants. In
D.10-11-033, the Commission clarified that service providers aside from those
offering landline telephone services may voluntarily participate in California
LifeLine.

The Commission also targeted reforms to the most pressing problems

confronting the California LifeLine Program and approved numerous changes,
%7 The Moore Act is established in Pub. Util. Code §§ 871-884.
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including the “de-linking” of California LifeLine from the AT&T basic rate
structure, adopting a Specific Support Amount (SSA) methodology as the best
option for reimbursing California LifeLine providers, and capping, until
December 31, 2012, the then-current California LifeLine rates of $6.84 and of
$3.66 for flat-rate and measured-rate local telephone services, respectively.
D.10-11-033 reiterated that various types of service providers, such as wireless
service providers and Voice Over Internet Protocol {VelP}-service providers,
might participate in California LifeLine if they complied with the current
requirements. The Commission designated this phase of the proceeding as the
place to consider additional changes needed to facilitate that participation.
D.10-11-033 anticipated that this phase would clarify outstanding issues
regarding the rules for how wireless and VolP service providers might
participate in California LifeLine under a revised version of General Order 153.

The Commission, in D.10-11-033, also took note of the recommendations
from The Utility Reform Network (TURN), National Consumer Law Center, and
Disability Rights Advocates that the scoping memo for this proceeding address
the following issues:

1. declining levels of enrollment in the LifeLine Program;

2. creating a process for determination of LifeLine eligibility prior to
signing up with a carrier; and

3. applying LifeLine subsidy to bundled services.

In addition to the Commission’s own expectations regarding the scope of
this phase of the proceeding, the Commission’s Division of Ratepayer
Advocates,*® on January 26, 2010, issued its report on the 2009 Lifeline Wireless

Forum (Forum) held in partnership with Assembly Member Felipe Fuentes,

8 On September 26, 2013, the Division of Ratepayer Advocates became the Office of
Ratepayer Advocates (ORA) through Senate Bill (SB) 96.
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Chair of that body’s Utilities and Commerce Committee. The two-day Forum
included former California Public Utilities Commissioners Dian Grueneich and
Timothy Simon. ORA explained that the Forum was convened to bring together
a broad range of stakeholders to (i) identify issues and concerns about
modernizing California LifeLine, and (ii) elicit ideas on the best ways to
incorporate wireless service into the program consistent with the Commission’s
public policy goals under the Moore Act.

The Forum participants ranked the crucial policy and implementation
issues that must be addressed if California LifeLine were expanded to include

wireless providers. These included:

Public safety, including the availability of 911 emergency telephone
service;

Features and plans, including whether the Commission should set a
number of minutes for outbound calls, charges for incoming calls or
to toll-free numbers, contract termination fees, and the role of
prepaid wireless;

Administrative issues, including the use of a third-party
administrator and whether households could qualify for more than
one California LifeLine subscription; and

Consumer education, including how to inform California LifeLine
participants, including those with special needs, of changes to the
program.

Most recently, in D.12-12-038, the Commission adopted updated
requirements for residential basic telephone service. (See Attachment A.)
D.96-10-066 had first provided a uniform definition of basic service appropriate
in 1996 for meeting universal service needs by defining a certain minimum level
of service. The Commission’s revisiting of the basic service definition was
intended to be technology-neutral in updating the original service elements. The

new basic service definition applies on a statewide basis to all

- 8-
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telecommunications carriers wishing to offer residential basic telephone service,
though only Carriers of Last Resort (COLRs) are required to offer residential
basic telephone service.

In adopting a new definition, the Commission recognized that the basic
service elements would serve as a starting point for defining California LifeLine’s
service elements in this proceeding. Would households that qualify for
California LifeLine discounts need telephone service differing from the basic
service elements as defined in D.12-12-038, and if so, how? The Commission
indicated that it intended to provide low-income households with a broader
range of choices for discounted California LifeLine services, consistent with their
service needs, and accompanied by appropriate consumer protections.

The Commission required all companies offering basic service to provide
customers and potential customers with information regarding 911 reliability and
accuracy, as well as clear and conspicuous disclosures of the capabilities and
material limitations in service coverage, service availability, and service quality.
These disclosures must be of sufficient clarity and detail to enable customers to
know what the service offered as basic service should provide.

Since at least 2010, the Commission has evaluated proposals by wireless
service providers seeking Eligible Telecommunications Carrier (ETC) status to
provide federally funded discounted wireless service to low-income households.
The California ETC general requirements for federal Lifeline are that the carrier
must offer local usage plans comparable to those provided by the incumbent
local exchange carrier and that the plans must be in the public interest. * In
reviewing the proposed service offerings of wireless service providers seeking

federal support as wireless ETCs, the Commission has compared the proposed
29 47 U.S.C. § 214(e); Resolution T-17266 at 2 (consistent with FCC 05-46 § IV).
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price of the wireless service provider’s proposed service, including additional
features such as unlimited long distance calls and caller ID, to a similar set of
services from AT&T and Verizon California, Inc., the two largest wireline
incumbent local exchange carriers in California. To evaluate the public interest
component, the Commission has looked at the advantages to consumers offered
by the proposed services and price point. Where the wireless proposed service
offerings were at a lower retail price, the Commission concluded that the wireless
proposed service was in the public interest.

The Commission examines whether the proposed ETC offerings comply
with state requirements, including General Order 153, and meets the existing
California LifeLine service elements. In recent ETC Resolutions, the Commission
has allowed federally supported wireless service providers to deviate from the
following six California LifeLine service elements:

Ability to receive free unlimited incoming calls;

Customer choice of flat rate local service or measured rate local
service;

Free provision of one directory listing per year;
Free white pages telephone directory;

Free access to Directory Assistance calls; and
Free access to 800 and 800-like toll-free numbers.

The Commission has acknowledged two safety considerations inherent in
most wireless services: 1) the likely removal of the handset from the home; and
2) poor mobile reception resulting from weather conditions, terrain, indoor use,
or gaps in service coverage. In Resolution T-17258, for example, the Commission
noted these concerns and in Ordering Paragraph 7 of that Resolution, the
Commission required the service provider to “include adequate information

about the potential coverage and service quality issues a customer may encounter
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if s/he opts to select a federal wireless LifeLine plan versus a State LifeLine

wireline plan,” with such information subject to staff review and approval.

Commission Resolutions for federal Lifeline wireless offerings in

California have approved the following features and prices reflecting the price

charged to the customer after applying the federal Lifeline subsidy of $9.25 a

month:

Cricket Communications, Resolution T-17266 (December 7, 2010):
o $21.50 Plan, unlimited local, long-distance, text, and Caller ID.
Telscape, Resolution T-17339 (October 17, 2011):

o All Plans include free handset, Caller ID, voicemail, call
waiting, 3-way calling, with a $30 activation fee;

o DPlan 1, 300 minutes or texts for $2.50;
o Plan 2, 1,100 minutes or text for $20.
Virgin Mobile, Resolution T-17388 (March 5, 2013):

o All plans include free handset, Caller ID, call waiting,
voicemail and local calling; no contract or activation fee
required;

o Free Plan, 250 voice minutes, 250 domestic messages;
o $5 Plan, 500 voice minutes, 500 domestic messages;
o $20 Plan, 1,000 voice minutes, 1,000 domestic messages;

o $30 Plan, unlimited voice, domestic messages, and Virgin XL
downloads.

Nexus, Resolution T-17389 (March 6, 2013):

o Three offerings, all with free handset, no contracts, and no
activation fees;

o Free Plan, 250 voice minutes, 250 domestic texts, instant
messaging, or emails;

o $5 Plan, 500 voice minutes, 500 domestic messages; and

- 11 -
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o $20 Plan, 1,000 voice minutes, 1,000 domestic messages.

3. The 2013 Phase of this Proceeding
On January 29, 2013, the assigned Commissioner Catherine J.K. Sandoval

hosted an All-Party Meeting regarding the scope of R.11-03-013. Commissioner
Sandoval encouraged stakeholders to submit questions for the Commission’s
consideration during the proceeding.

On April 10, 2013, Commissioner Sandoval issued her Ruling and Scoping
Memo (Scoping Memo) and the procedural plan for the Commission’s
consideration of revisions to the California LifeLine Program. The Scoping
Memo incorporated many of the concerns and questions raised by the
stakeholders in the All-Party Meeting (which are set forth in Attachment B). The
general focus was on three topics: (1) the definition of California LifeLine service
elements, (2) program administration and General Order 153, which implements
the program, and (3) extending the cap on California LifeLine rates.

The Scoping Memo also set the dates for parties to file comments and
established a schedule for extensive public participation hearings (PPHs)
throughout the state.

On August 20, 2013, Commissioner Sandoval hosted a workshop regarding
the California LifeLine Program’s application process. The workshop sought to
determine the feasibility of a new or supplementary process whereby California
LifeLine applicants would apply directly to the California LifeLine Administrator
(Administrator) to verify their eligibility without the need to establish “regular”
phone service in advance of eligibility certification. The consensus among

workshop participants was that this alternative application process would be
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beneficial. However, it was also recognized that numerous implementation
details would need to be developed in a subsequent phase of the proceeding.*?'
On November 26, 2013, Commissioner Sandoval hosted another All-Party

Meeting to discuss the Proposed Decision on the California LifeLine Program
issued on October 30, 2013. In particular, Commissioner Sandoval sought to
gather stakeholders’ feedback regarding potential issues in the Proposed
Decision in need of clarification. Commissioner Sandoval also sought additional
information regarding the following areas:

a) In-language customer service requirement;

b) Disclosures and accessibility;

c) Provision of special service N11 numbers;

d) 911 access/in-home functionality;

e) Cancellation/return policy duration and flexibility; and

f) Contract term duration limits.

These discussions have been reflected in today’s decision.

3.1. Public Comment and Filed Comments

3.1.1.  Public Participation Hearings
Detailed summary reports on each of the eight PPHs written by the

CPUC’s Public Advisor’s Office are set forth in Attachment C.**!! Generally,
members of the public agreed that wireless phone service is important to many

households and an option they wished to have for California LifeLine. Several

210 See section 5 of this Decision for a list of the pending issues for subsequent
decisions.

11 The public may purchase copies of the PPH transcripts by contacting the
Administrative Law Judge Division’s Reporting Section. Instructions for ordering th
ese transcripts are online at http:/ /www.cpuc.ca.gov/PUC/forms/CFRForm.htm.
The phone number for the CPUC’s Court Reporter is (415) 703-2288 and e-mail is rep
orting@cpuc.ca.gov. One can also download, fill out, and submit a transcript order
form.
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speakers expressed the view that wireless is particularly well-suited for homeless
and transient families, including foster youth who may frequently change
housing placements, to reach the services and resources they need. Some
consumers recommended that California LifeLine offer a wireless service option
with unlimited minutes and texting for a flat rate. Others supported an overall
discount option so that customers could decide what package of services was
most suitable for them. We take into account the public’s contribution at these

PPHs in more detail in the Discussion section below.

3.1.2. Filed Comments and Reply Comments on the Scoping
Memo

The parties filed opening comments on the issues and questions set forth in
the Scoping Memo (Attachment B) on May 28, 2013, and reply comments on June
12, 2013.

Pacific Bell Telephone (AT&T)

AT&T asserted that the Commission should not order LifeLine providers
to offer a specific LifeLine service plan. The LifeLine service elements should
mirror the rules recently promulgated by the Federal Communications
Commission (FCC) in 47 C.F.R. § 54.101(a), as modified by subpart E, because the
FCC’s definition is technology-neutral. For AT&T, the basic service elements
should follow the federal lifeline definition of “voice telephony services.” For
E911 and 911 services, the Commission should not impose obligations separate or
greater than the obligations service providers have to abide by under the FCC’s
definition.

According to AT&T, the Commission does not have the authority to
regulate wireless rates under Section 332 of the Federal Communications Act,

including monthly voice minutes and texts. AT&T maintained that the
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Commission should allow service providers to offer any voice service plan it
chooses to LifeLine customers, as the FCC has recognized. The Commission’s
role is to accommodate consumer choice. For AT&T, this meant that the LifeLine
SSA should be applicable to a variety of non-minimal service plans as a LifeLine
“discount” which would be applied at the discretion of the eligible subscriber.
The Commission should also let LifeLine consumers apply their discount to
bundled service offerings. AT&T contends that rate decisions are better left to
carriers of LifeLine to decide, and AT&T would prefer the Commission decide
against extending a rate freeze or enacting a SSA freeze. For AT&T the
Affordability Study indicated a LifeLine rate increase to $10.50 is well within
what LifeLine subscribers can afford. AT&T argued that the Commission should
not consider a statewide LifeLine basic service rate.

AT&T further contended that the Commission should continue to use third
party administrators because they deal with customer eligibility, forms
management, the call center, and reports. To assist the third party administrator
in its duties, AT&T argued that the Commission should replace the
pre-qualification system with pre-registration. AT&T supported the Commission
using the same vendor it has used in the past to perform outreach about the
availability of alternative technologies; however, it argued that the Commission
should not require the company support additional languages.

In its reply comments, AT&T argued that basic service elements should not
be the same as LifeLine elements, that wireless and alternative providers should
be allowed to participate in LifeLine, that the Commission should allow carriers
to manage their own LifeLine service offerings, and that a rate and/or subsidy

freeze is counterproductive.
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SureWest Telephone (SureWest)

SureWest argued that implementing and reforming the LifeLine working
group should be the Commission’s top priority. SureWest believe that the
Commission should retain pre-qualification but pursue pre-registration, that
neither the LifeLine rates nor the SSA should be subject to a cap, that the basic
service elements should not follow the federal LifeLine definition, that all
LifeLine providers should be required to provide E911 service and unlimited
local voice service, and that the option to provide a bucket of minutes should be
available and standard for all wireline carriers. According to SureWest, LifeLine
service elements should be technology-neutral, but wireless and VoIP providers
that seek to provide LifeLine should potentially be subject to additional
requirements ensuring service properly safeguards LifeLine customers given the
different properties of these non-traditional service platforms; specific to
VOIVoIP providers, SureWest believes that the Commission should defer
considering whether VoIP providers are eligible to participate in LifeLine.
SureWest argued that the LifeLine SSA should be applicable to voice services
only, rather than “any existing offering.” While LifeLine should continue using a
third party administrator, SureWest questioned whether it is appropriate for
Xerox to process claims. According to SureWest, bad debt incurred by carriers
implementing LifeLine should be refunded through the program.

In its reply comments, SureWest supported many of the consumer groups’
recommendations on the structure of the LifeLine Program and the fundamental
rules governing program participation. Specifically, SureWest urged the
Commission to adopt the Joint Consumers” proposals to reconsider the role of the
Working Group. On the other hand, SureWest argued that consumer groups

have not shown that the cap on LifeLine rates should be retained; and that if it is
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retained, there cannot be a limit on the set support amount. SureWest
emphasized that the Commission should not impose new generic consumer
protections in areas that have already been addressed in other proceedings and
that the existing in-language rules are sufficient and appropriately balanced.
According to SureWest, AT&T’s Rule 12 Taritf Disclosures cannot and should not

be imposed upon other carriers.

The Small Local Exchange Carriers (LECs): Calaveras Telephone

Company, Cal-Ore Telephone Co., Ducor Telephone Company,
Happy Valley Telephone Company, Hornitos Telephone
Company, Kerman Telephone Co., The Ponderosa Telephone Co.,
Sierra Telephone Company, Inc., The Siskiyou Telephone
Company, Volcano Telephone Company, Winterhaven Telephone
Company, Foresthill Telephone Co., and Pinnacles Telephone Co.

The Small LECs support the pre-qualification system but argue that the
Commission should also consider adding a pre-registration option. They noted
that Community-based organizations could play a critical role reducing the
impact of the initial costs of applying for LifeLine. The Small LECs urged the
Commission to establish technology-neutral, objective standards and service
elements that it believes are minimally required for LifeLine. They argued that
LifeLine service providers should be required to meet basic service elements and
be bound by all consumer protection rules applicable to wireline providers.
According to the Small LECs, the Commission should conduct a separate
proceeding addressing VolP eligibility; wireless and VoIP providers should
potentially be subject to additional requirements than traditional providers. For
the Small LECs, however, if alternative providers are permitted to offer LifeLine
on different terms than provided under the current program, those terms should
be equally available to all providers and the Commission should avoid unique

rules to accommodate particular technologies.
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The Small LECs assert that basic LifeLine elements should not follow the
federal LifeLine definition. They insist that all LifeLine providers should be
required to provide E911, and, at a minimum, unlimited local usage should be
included as part of any “bucket” proposal. The Small LECs further
recommended that the SSA should not be capped, the rate cap should be
removed, and bad debt should be borne by the cost-causer, the LifeLine Program,
in order to accurately reflect the source of the cost to the public. The Small LECs
urge that LifeLine benefits should not extend to non-voice services, including the
LifeLine SSA itself. The Small LECs echoed SureWest’s comments on the third
party administrator. They contend that the Commission should not implement a
state-wide LifeLine basic service rate for all carriers because that might mean
they would be forced to offer LifeLine service at a loss.

In reply comments, the Small LECs reiterated their argument that
California should establish additional oversight mechanisms over the third party
administrator. Additionally, they highlight that the Commission should continue
providing specialized access for disabled members of the community. While the
Small LECs support preserving existing in-language service, they counsel against
adopting additional requirements that would be inconsistent with Commission
precedent. They argue that carriers voluntarily providing LifeLine services must
also be held to the program’s rules and the Commission’s consumer protection
requirements. Finally, the Small LECs maintained that AT&T disclosure

requirements in Tariff Rule 12 should not be generally imposed onto all carriers.

Verizon California, Inc. (Verizon)
Verizon contended that if the Commission believes Lifeline service should
be different from basic service, it must ask the legislature to amend the law

because the Commission is restricted by the Moore Act. Verizon argues Lifeline
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service is a discount off the price of basic service; it is not a separate service with
a separate definition. Verizon contends that the Commission cannot create a new
definition for LifeLine service but it can update the current definition and
manage LifeLine to increase efficiency. Verizon proposed four steps to ensure
that the Lifeline fund is managed efficiently: (1) eliminate the current price freeze
for “stand-alone” Lifeline service because there is ample evidence that the
LifeLine service rate could increase and still remain affordable, and there is no
credible evidence for continuing a price freeze; (2) re-calculate the monthly
per-line support amount by including an offset for any federal support; (3) cap
the subsidy for non-recurring charges; and (4) maintain the current
pre-qualification standards for the same reasons they were implemented in 2009.

According to Verizon, the Commission should not micromanage service
offerings because to do so would constrain consumer choice. Verizon contends
that Pub. Util. Code § 710 does not affect the state’s universal service programs,
including Lifeline. For Verizon, the marketplace, not the LifeLine Program,
ensures service quality for LifeLine subscribers.

In its reply comments, Verizon argued that suggestions to add
requirements to the provision of discounted basic service are unnecessary and
anti-consumer. It reiterated that the Commission must retain pre-qualification
because it prevents fraud, waste and abuse, and backbilling problems. Verizon
counsels that eligibility requirements should not be changed because there is no
indication of how such proposals will further the Moore Act’s service goals.

ORA/Brown/CPA (ORA)

ORA asserted that the definition of "LifeLine" service elements should be
similar to the "basic service" elements and the basic service elements should be

the minimum standard for LifeLine service elements; however, the Commission

- 19 -



R.11-03-013 COM/CJS/jt2 PROPOSED DECISION (Rev. 23)

may wish to adopt additional protections for low income LifeLine customers.
ORA contends that California should not adopt the more limited federal
definition of LifeLine service or the federal definition of what constitutes
acceptable 911/E911 service. ORA emphasized that service providers need to
clearly state in their advertising/marketing material whether they are offering
state LifeLine, federal Lifeline, or both. Because the Commission has not deemed
VolIP providers to be "telephone corporations" under the Public Utilities Code,
VoIP service is not presently eligible and VoIP providers cannot receive Lifeline
subsidies. ORA contends that discussion of VoIP providers as LifeLine
participants should be left to Phase II of the proceeding. ORA observes that the
wireline LifeLine Program works and should not be diminished to accommodate
"new" technologies.

ORA suggested implementing pre-registration as a complementary option
to pre-qualification and applying the Rule 12 marketing requirements to all
LifeLine service providers, not just to AT&T. In ORA’s view, there is no need to
duplicate the federal Lifeline program or to expand the California LifeLine
Program to include prepaid wireless service.

While carrier parties refer to the 2010 Affordability Study, they believe the
Study is of limited relevance today due to regulatory and market changes since
2010. ORA argued that the Commission should return to the fixed discounted
rate for wireline LifeLine service instead of using a fixed dollar amount voucher
(the SSA) because the voucher system is better suited for wireless LifeLine.
Finally, ORA urged that the Commission needs to cap carrier draws from the
LifeLine Fund, and that the LifeLine fund should not be used to reimburse

carriers for bad debt.
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Center for Accessible Technology, The Greenlining Institute,
National Consumer Law Center, and The Utility Reform Network
(Joint Consumers)

Joint Consumers stressed that LifeLine requirements must parallel the
basic service requirements to avoid subsidizing a substandard “poor persons”
service; however, Joint Consumers claimed that there are several vulnerable
populations that require additional protections, which may allow deviation from
the standard. Joint Consumers proposed specific elements for LifeLine,
including unlimited minutes and texting, application of the discount to family
plans, more robust directory assistance, limits on bundling, but allowances for
wireless services that include voicemail and some extended or CLASS services
such as Caller ID Waiting and an administrative mechanism to petition to add
additional services. According to Joint Consumers, these elements mirror the
basic services definition but do not directly copy it.

Joint Consumers supported using a third party administrator, but the
process should be reviewed for communication and accountability. Joint
Consumers advocated pre-registration, urging the Commission to cap
non-recurring charges and also cap the subsidy, with an expansion of eligibility
requirements, a state-wide LifeLine rate and an increased use of community
based organizations with specific knowledge of vulnerable LifeLine
communities. Joint Consumers argue that issues regarding VolP technology in
LifeLine should be addressed now and the Commission should look to Pub. Util.
Code § 710 for determining carrier participation eligibility. Joint Consumers
argued that current requirements for the distribution of sensitive subscriber data,
especially any part of a consumer’s Social Security Number (SSN), not only risk

privacy violation and identity theft but are also discriminatory against customers
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without an SSN. The Commission needs to limit these requirements and work
with the FCC to eliminate the SSN requirement altogether.

In reply comments, Joint Consumers urged the Commission to avoid
basing any LifeLine Program changes on market forces in order to ensure
LifeLine remains an affordable service. Joint Consumers contend that the FCC
definition is too vague to protect consumers and carriers ignore important
services, such as emergency services, when fixing the number of minutes in their
Lifeline-eligible plans. According to Joint Consumers, the Commission can and
should impose a cap on LifeLine rates paid by consumers and on the subsidies
paid to carriers. Joint Consumers recognize that LifeLine should not unduly
burden carriers but should be sufficient to benefit LifeLine subscribers. Joint
Consumers also implored the Commission to reject the “coupon” system
proposals.

Joint Consumers urged that the Commission should also clarify the extent
to which carriers can draw both federal and state subsidies for LifeLine. Joint
Consumers supported holding a workshop or series of workshops to address
issues regarding the Working Group and outreach issues. Lastly, Joint
Consumers asserted that the Commission should clarify its authority over VolP
providers that wish to participate in the LifeLine Program.

TracFone Wireless, Inc. (TracFone)

TracFone contended that California LifeLine is currently inefficient because
it is no longer in the public interest to remain under one technology and one
business model that favors non-mobile LifeLine customers. First, TracFone
insisted that the Commission should implement the requirements for initial
eligibility and annual verification adopted by the FCC in February, 2012, because

they have succeeded in reducing waste, fraud, and abuse in the federal Universal
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Service Fund. If the Commission adopted the FCC rules, the third party
administrator would be unnecessary.

Second, TracFone argues LifeLine should include mandatory access to
E911 where it is available. TracFone points out that not all emergency situations
arise at the home, and many LifeLine households do not remain in one
permanent residence.

Third, TracFone contends the Commission should require that ETCs pass
all LifeLine support received to their LifeLine customers rather than requiring
specified quantities of minutes. TracFone argues that requiring specified
quantities of minutes would violate Section 332(c)(3) of the Communications Act
and would be at odds with the purpose of California LifeLine.

Lastly, TracFone argues that the Commission should make changes to
LifeLine administration in order to accommodate the current multi-provider,
multi-technology environment, cut administrative costs, and streamline the
LifeLine Program by not supporting non-recurring or connection charges.
TracFone states that it is willing to provide an unlimited calling LifeLine service
plan at no charge, with less California LifeLine support than providers currently
receive.

CTIA - The Wireless Association (CTIA)

CTIA notes that a growing number of consumers are choosing wireless as
their preferred communications platform. To meet these changing needs, CTIA
argues the Commission should look to the FCC’s definition of “basic service” for
federal Lifeline services and clarify the elements of the Commission’s “basic
service” definition in a technologically neutral manner. CTIA contends the
“basic service” definition approved by the Commission in D.12-12-038 may

prohibit consumers from applying the California LifeLine discount to wireless
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services and is inconsistent with existing consumer protection laws that already
apply to wireless services.

For CTIA, there are issues surrounding access to emergency services and
voice grade connections. CTIA argues the Commission should allow wireless
providers the same ability to seek waivers of particular basic service elements
under the state LifeLine Program that the Commission provides as part of the
federal Lifeline program. CTIA’s voluntary Consumer Code for Wireless Service,
which covers 97% of all wireless subscribers, requires participating service
providers to allow subscribers to terminate wireless service without an early
termination fee should the terms of the consumer’s contract change in a
materially adverse manner. CTIA encourages the Commission to look to FCC
policies respecting waste, fraud, and abuse to ensure the sustainability of the
program.

In its reply comments, CTIA stressed that changes to California LifeLine
should be consistent with changing consumer demands. Specifically, CTIA
argued that low-income consumers should be afforded the opportunity to apply
the LifeLine discount to their service of choice. According to CTIA,
technologically neutral policies best serve low-income consumers. For CTIA,
further delay does not benefit low-income consumers. CTIA argues that the
Commission should not consider future implementation problems at this stage.
According to CTIA, ORA’s proposal is discriminatory because it would exclude
prepaid wireless service from the California LifeLine Program. While CTIA
agreed with the goals of Joint Consumers’ proposal and definition of “basic
service,” it finds some specifics of the proposal unnecessary in light of increasing

use of wireless and existing state and federal regulations.
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Additionally, CTIA contended that Joint Consumers’ proposals for
emergency communications are not technologically neutral and ignore the fact
that consumers already rely on wireless for those communications. CTIA
characterizes wireless services as vital to low-income consumers. For CTIA,
California’s LifeLine Program can be a vehicle to ensure that these consumers can
access the communications services that best meet their needs.

Cox California (Cox)

Cox urged the Commission to adopt LifeLine Program guidelines that are
technologically and competitively neutral, consistent with the federal universal
service program, and simple and straight-forward. Cox argued that the
Commission should adopt the service elements required for federal universal
service programs because they are competitively and technologically neutral,
straight-forward, consistent with the Moore Act and do not contravene Section
710(a). According to Cox, the Commission should adopt minimum service
requirements and rules that allow LifeLine subscribers to benefit from the
competitive marketplace, just as non-LifeLine subscribers do.

Cox argued that the Commission should not pursue “minimal” plans or
“non-minimal” or any plans that traditional wireline providers can offer but
which other providers, such as wireless and VoIP cannot. Cox characterized the
proposals in the Scoping Memo regarding discounts equal to SSAs are
discriminatory, not competitively-neutral, and in violation of the Moore Act
because they would apply to only one type of provider. According to Cox, the
Commission must allow the existing practice of including LifeLine in bundled
service offerings; a rule stating otherwise would be discriminatory towards

LifeLine consumers and contravene LifeLine’s purpose.
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The Commission, according to Cox, should adopt a definition of basic
service/LifeLine service that allows, but does not require, VolIP providers to
participate in the LifeLine Program. Cox argued the Commission should not
adopt any proposal that would continue the cap on LifeLine rates, set a statewide
rate, or cap the amounts LifeLine providers are reimbursed.

Cox asserted that the Commission should not re-litigate issues it has
resolved relatively recently, including, but not limited to, the SSA and use of the
third party administrator. Instead, Cox noted, the Commission needs to clarify
the role of the Working Group, how Staff implements changes to the LifeLine
Program and, if it elects to consider a pre-registration option, consider all issues
that will impact Lifeline customers, LifeLine providers, Staff, and the third party
administrator.

Time Warner Cable Inc. (Time Warner)

Time Warner emphasized that providers of VoIP services should remain
eligible to participate in the California LifeLine Program, notwithstanding the
enactment of Public Utilities Code Section 710. Time Warner argues that given
FCC rulings and statements, as long as the applicant for ETC designation is a
“common carrier,” it remains eligible for ETC status and can participate in the
LifeLine Program. Time Warner recommended that the Commission should
clarify this point in its decision rather than deferring it to another phase.

California Cable & Telecommunications Association (California
Cable)

California Cable argued that the Commission has already determined that
VolIP providers may participate on a voluntary basis in the LifeLine Program.
According to California Cable, Public Utilities Code Section 710 does not limit the
ability of VoIP providers to participate in LifeLine and gives the Commission

authority to grant VolP providers’ applications for ETC status. Because there are
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no authority issues, California Cable contends that the Commission must not
defer the eligibility of a VoIP provider to a later proceeding and it must designate
any VolP provider that elects to participate in the LifeLine Program as an ETC.

National Asian American Coalition (Coalition)

For the Coalition, California LifeLine is currently inadequate because
participation in LifeLine has fallen dramatically. It urges that in-language
marketing and ethnic media sources must be employed to build enrollment
among low-income and hard-to-reach communities to remedy this. It suggested
using community-based organizations because they have the necessary language
capabilities and cultural awareness. Finally, the Coalition argued that there is a
high need for surveys to identify the cause in subscription decline, the actual
projected number of families interested in LifeLine, and what efforts can be
undertaken to ensure maximum participation at the lowest possible cost.

In its reply comments, Coalition recognized that other parties, Joint
Consumers and SureWest in particular, agree with its position on
community-based organizations. The Coalition argues that reliance on web
services should not take the place of more traditional outreach enrollment
methods that do not require internet access. The Coalition argues that delaying
the topic of outreach to a later proceeding might give it the priority status it
requires. While there is merit to allowing basic free market forces to help
indicate consumer demand, for the Coalition those forces need to be closely
supervised and supplemented. Lastly, the Coalition argues that the
pre-qualification requirement should be replaced by Joint Consumers’

predetermination suggestion.
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Cricket Communications, Inc., Sprint Nextel, T-Mobile West LLC
dba T-Mobile (Wireless Parties)

The Wireless Parties argue that if the Commission chooses to redefine basic
service elements for the LifeLine Program, it must interpret those elements in a
technologically neutral manner. Additionally, according to the Wireless Parties
the Commission should establish a waiver process similar to that used for ETC
designations today and modify the administration of the LifeLine Program by
eliminating the third party administrator and the pre-qualification requirement.

In reply comments, the Wireless Parties stressed that the Commission
should implement the Wireless Parties” basic service interpretation and waiver
methodology and ensure that 911 requirements in the basic service decision do
not exclude wireless carriers from the LifeLine Program. Similarly, the Wireless
Parties contend that the Commission should temper voice grade service
requirements in the basic service decision to avoid excluding wireless carriers
from the LifeLine Program. To facilitate consumer choice, Wireless Parties argue
that the Commission should not limit carriers” ability to develop Lifeline plans by
requiring unlimited minutes or establishing a maximum rate. The Wireless
Parties urge the Commission to permit LifeLine support for bundled plans.
Finally, the Wireless Parties contend that if the Commission does not completely
eliminate the third party administrator, it should, at a minimum, allow ETCs to
determine customers’ eligibility for LifeLine services if those ETCs are willing to
assume the costs of doing so themselves (subject to audits), eliminate or not
require pre-qualification for carriers offering LifeLine services on a prepaid or
pay-in-advance basis, and require that the third party administrator meet or
surpass enhanced performance-based goals for determining customers’ eligibility

for LifeLine services.
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iFoster (iFoster)

iFoster supported replacing the pre-qualification system with a
pre-registration program. iFoster contends that the pre-qualification system
creates barriers for foster youth, limiting their access to LifeLine. To help foster
youth become successful, independent adults, iFoster notes that foster youth
require ongoing connection to support networks, the ability to reach emergency
services, and the ability to have a constant way to be reached throughout the
duration of multiple placements. A pre-registration program facilitates the
ability of Child Welfare Directors Association of California and California’s
county child welfare agencies to oversee the education and referral of foster
youth to LifeLine. iFoster suggested the Commission implement targeted

outreach efforts specifically for youth in care.

4. Discussion

As set forth above, the Commission has engaged in an extensive process to
obtain comments from all interested stakeholders such as service providers,
organizations, and consumers. We have carefully considered these comments in
developing the next stage for the California LifeLine Program.

Within its limits, we find the existing program is working well for
California; it is those limits we propose to address here. Nevertheless, in order to
continue the CPUC’s efforts to modernize the California LifeLine Program, we
modify its specifications to facilitate the participation of providers other than
wireline service providers offering only landline telephone services. These
modifications accommodate consumers” transformed minimum communications

needs and make more types of telephone services affordable for low-income

households.
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4.1. Requirement of a Certificate of Public
Convenience and Necessity, a Wireless
Identification Registration, and/or a Franchise
from the Commission to Provide California
LifeLine Service

To ensure compliance with rules, consumer protection, and our fiduciary
responsibility, all providers participating in the California LifeLine Program shall
have a Certificate of Public Convenience and Necessity (CPCN), a Wireless
Identification Registration (WIR), and/or Franchise authority*!2 from the CPUC
to provide California LifeLine service.*** Pub. Util. Code § 876 requires that
service providers certificated or registered by the Commission as telephone
corporations that offer residential basic telephone service in the State of
California must offer California LifeLine service.** Pub. Util. Code § 270(b) also
requires that the moneys in our public purpose funds “are held in trust for the
benefit of ratepayers and to compensate telephone corporations for their costs of
providing universal service. The CPUC determines whether a service provider is
a telephone corporation through the issuance of a CPCN, WIR, or Franchise
under Pub. Util. Code §§ 1001-1013. Any service provider that is not certificated,
registered, or granted a Franchise from the Commission is ineligible to

participate in the California LifeLine Program.

#12° As used herein, “Franchise” refers to the operating authority obtained by the
Incumbent Local Exchange Carrier (e.g., Pacific Bell dba AT&T) prior to the
implementation of the current CPCN system grounded in Pub. Util. Code § 1001.
Franchise holders like AT&T operate with Utility numbers given by the
Commission, and thus are subject to all public utility rules and regulations. As
such, franchises are the functional equivalent of a CPCN.

13 The Commission is revisiting the CPCN process, and in that context, may consider
whether, and if so to what extent the Commission may alter its processes for
obtaining operating authority to provide service in California.

14 See Pub. Util. Code § 876; as required in D.12-12-038, COLRs must also offer
California LifeLine service as part of their COLR obligations.
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The requirement that a California LifeLine provider have a CPCN, WIR,
and/or Franchise is necessary to protect public safety, create accountability for
the use of ratepayer LifeLine funds, ensure compliance with the LifeLine rules,
including and all other rules applicable to CPCN, WIR, and/or Franchise
holders, and protect consumers and competition. This requirement ensures that
the CPUC has jurisdiction over LifeLine providers so it can supervise compliance
with applicable rules and ensure that ratepayer funds are used with integrity.

All California LifeLine providers shall comply with the CPUC’s rules, orders, and
decisions, and the California Public Utilities Code. *1>

Commission decisions granting a CPCN make clear that the entity
receiving operating authority in the form of a CPCN must abide by the
Commission’s rules and precedents, as well as relevant provisions of the Public
Utilities Code. To take a recent instance, in D.13-09-039 granting [Local Access

Services a CPCN, the Commission stated in Conclusion of Law 2:

2. Local Access Services, once granted a CPCN, should be subject to the
applicable Commission rules, decisions, General Orders, and statutes that
pertain to California public utilities.

And in Ordering Paragraph 6 of the same Decision, the Commission stated:

6. In addition to all the requirements applicable to competitive local
exchange carriers and interexchange carriers included in Attachments B, C,
and D to this decision, Local Access Services LLC is subject to the
Consumer Protection Rules contained in General Order 168, and all
applicable Commission rules, decisions, General Orders, and statutes that
pertain to California public utilities.

Additionally, in D.13-05-035 addressing revisions to the certification

process for telephone corporations seeking or holding a CPCN and wireless

15 See Pub. Util. Code § 451.
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service providers seeking or holding a wireless registration, the Commission held
that applicants are required to file a sworn affidavit, declaring under penalty of
perjury under the laws of the State of California, that they agree to comply with
all federal and state statutes, rules, and regulations if granted the certification or
registration. See D.13-05-035, Attachment B and E. Pub. Util. Code § 702 also
makes clear that every public utility “shall obey and comply with every order,
decision, direction, or rule made or prescribed by the commission in the matters
specified in this part, or any other matter in any way relating to or affecting its
business as a public utility, and shall do everything necessary or proper to secure
compliance therewith by all of its officers, agents, and employees.”

LifeLine providers have more duties than the duty to provide voice-grade
telephone service. A LifeLine provider must, among other obligations, carry and
complete calls, including calls to rural areas, 711 calls placed by telephone relay
users, and 911 calls. A LifeLine provider’s telephone service affects not only the
LifeLine participant, but all who are connected to, and dependent, on the public
switched telephone network or any successor network, by undergirding our
public safety organizations, our government agencies, our businesses, our
families, and us as individuals. A LifeLine provider must comply with consumer
protection rules including, but not limited to, rules against slamming (the
unauthorized change of telephone service provider) and cramming (the
unauthorized addition or charges to a telephone bill), have good billing practices,
protect consumer privacy, and act in accordance with CPUC General Order
168*1¢ (the Consumer Bill of Rights).

A speaker at the PPH in Riverside complained of being slammed by a

provider that attempted to characterize her affirmative answer to a question

16 http://docs.cpuc.ca.gov/PUBLISHED/GENERAL_ORDER/54500.htm.
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about whether she was interested in information about saving money on her
telephone bill as authorization to change her service provider. She then received
a telephone bill that was more than $500 the following month because the plan
she selected with a different telephone company included calls to Mexico for a set
monthly rate, and the slam displaced both her telephone company and plan of
choice.*” LifeLine participants, like all Californians, should not be subjected to
slamming, and service providers that engage in such practices are subject to
CPUC rules that prohibit slamming, to investigation, and to potential penalty.
This is but one example of the imperative of applying consumer protection rules
to LifeLine providers as we aim to protect LifeLine participants, telephone and
electric system users, competition, all ratepayers, and to foster accountability and
good practices.

A LifeLine provider must also attach its facilities, as authorized by its
CPCN, WIR, or Franchise, in accordance with CPUC General Order 95218 which
governs attachment to poles, conduits, and rights of way, in order to protect
public safety. The facilities used to provide California LifeLine service affect all
users of the telephone system, and the electrical system and poles to which those
facilities are often attached. Failure to observe Commission regulations in
connection with the provision of such services, e.g., General Order 95, may have
catastrophic consequences, including deaths, fires, severe injuries, and property
damage. We note that in September 2013 the CPUC levied a $14.5 million
penalty against NextG, of which $8.5 million will go to California’s General Fund,

17 PPH Riverside, June 17, 2013, at 78.
2018 http://docs.cpuc.ca.gov/PUBLISHED /Graphics/162158.PDF.
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resulting from Investigation 09-01-018.2"° NextG admitted in that investigation
that a pole with its equipment was overloaded in violation of CPUC rules. That
overloaded pole contributed to the Malibu fire, and to the resulting deaths,
severe injuries, and property damage. NextG will use the remaining $6 million to
conduct an audit of its 60,000 pole attachments in California, and perform
remedial work as necessary to bring its pole attachments into compliance.

All CPCN, WIR, and Franchise holders must comply with General Order
95, General Order 128%% (regarding underground electric supply and

communications systems), the California Public Utilities Code, and the

Commission’s rules, orders, and decisions. Wenote thatPub Ut Code § 710~

LifeLine providers shall be subject to CPUC jurisdiction, audits,
inspections, and penalties for non-compliance on the same basis as other holders
of a CPCN, WIR, or Franchise. Put succinctly, California LifeLine providers shall
comply with all of the CPUC’s rules, orders, and decisions, and the California

Public Utilities Code.

2119
http:/ /www.cpuc.ca.gov/NR/rdonlyres/F057DA13-FAE9-4795-8449-6 A7FF98D0857
/0/CPUCEnhancesSafetylssues515MillioninPenaltiesand RemediationAgainstSCEand

NextGforMali.pdf.
220 http://docs.cpuc.ca.gov/PUBLISHED/GENERAL_ORDER/52591.htm.
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4.2. Interim Processes for Becoming a California
LifeLine Provider and Federal Lifeline-Only
Provider

4.21.  California LifeLine Provider

On an interim basis, until the Commission develops a modified process,
any service provider interested in participating in the California LifeLine
Program shall file either a Tier 2 or Tier 3 advice letter. WIR holders without an
ETC designation can become a California LifeLine provider using the Tier 3
advice letter filing process. All other CPCN, WIR, or Franchise holders can use
the Tier 2 advice letter filing process to become a California LifeLine provider
and/or update their California LifeLine eligible telephone plans. Service
providers shall file their advice letters to our Communications Division in
accordance with Pub. Util. Code § 489 and General Order 96-B demonstrating
that its proposed California LifeLine service(s) are in compliance with General
Order 153 and the requirements adopted in this Decision. Moreover, within their
advice letters, potential providers should address how their proposed schedule
of rates and charges and its terms and conditions comply with the requirements
we adopt herein. Separate from filing the Tier 2 or Tier 3 advice letter, as
appropriate, the potential provider must submit its marketing materials*2! to our
Communications Division for review and approval prior to dissemination to the
public. After the Commission approves the Tier 2 or Tier 3 advice letter, the
California LifeLine provider may establish the electronic communications

protocols and interfaces needed to interact and communicate with the California

#21 Marketing materials includes materials in all media, including but not limited to
print, audio, video, Internet (including email, web, and social networking media),
and outdoor signage. This list is consistent with the FCC’s definition of marketing
materials in Lifeline and Link Up Reform and Modernization et al., Report and
Order and Further Notice of Proposed Rulemaking, WC Dkt. Nos. 11-42 et al., CC
Dkt. No. 96-45, FCC 12-11 (rel. Feb. 6, 2012), ¥ 275.
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LifeLine Administrator and its master database. We encourage potential
providers to discuss in advance and work cooperatively with Communications
Division staff regarding their Tier 2 or Tier 3 advice letters invoking this interim
process.

We opt to use the Tier 3 advice letter filing as an interim process to enable
Commission-registered (WIR holder) wireless service providers without an ETC
designation to become new California LifeLine providers. However, we concur
with Budget PrePay, Inc.’s (Budget) and with California Association of
Competitive Telecommunications Companies” (CALTEL) recommendation for
the Commission to adopt an expedited process for authorizing service providers
with 