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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Rulemaking on the Commission’s Own Motion to
Review the Telecommunications Public Policy Rulemaking 06-05-028
Programs. (Filed May 25, 2006)

SCOPING MEMO AND RULING OF ASSIGNED COMMISSIONER AND
ADMINISTRATIVE LAW JUDGE DETERMINING THE SCOPE, SCHEDULE,
AND NEED FOR HEARING IN THIS PROCEEDING

This ruling determines this proceeding’s scope, schedule, and need for

hearing in accordance with the Commission’s Rules of Practice and Procedure.

Background
On May 25, 2006, the Commission opened this rulemaking to conduct a

comprehensive review of its Telecommunications Public Policy Programs -
California LifeLine, Payphone Programs, Deaf and Disabled
Telecommunications Program, and California Teleconnect Fund. To initiate the
review, the Commission posed a series of questions regarding these programs
and set filing dates for initial comments and proposals as well as reply
comments. The Commission also stated that at least three public participation

hearings would be held at locations throughout the state.
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Initial comments and proposals were filed on July 28, 2006,! with reply
comments following on September 15, 2006. Public Participation Hearings were

held in San Diego, Oxnard, and Sacramento.

Scope of the Proceeding

In initiating this proceeding, the Commission sought comment on a wide
range of issues related to the four Telecommunications Public Policy Programs
and the funding mechanism for those programs. The Commission performed
outreach around the state via public participation hearings to talk to consumers
directly impacted by these important programs. The Commission directed that
all proposals for change “explicitly address consistency with statutory goals,
necessity, feasibility, and cost effectiveness” and set forth “estimated costs” and
“projected, specific benefits.” To assist the parties, the Commission provided a
list of questions.

The primary purpose of this ruling and scoping memo is to define the
specific issues to be addressed for each program. The issues we will address for

each program are set out below:

I The following parties submitted initial comments: Assistive Technology Law Center,
Pacific Bell Telephone Company dba AT&T California, California Cable and
Telecommunication Association, California Coalition of Agencies Serving the Deaf and
Hard of Hearing, California Communications Access Foundation, California Council of
the Blind, California Payphone Association, California Community Technology Policy
Group and Latino Issues Forum, Cingular Wireless, Citizens/Frontier Telephone, Cox
California, Cricket Communications, Disability Rights Advocates, Division of Ratepayer
Advocates, Equipment Program Advisory Committee, FONES4All, Greenlining
Institute, 14 Small Local Exchange Carriers, Surewest Telephone, Telecommunications
Access for the Deaf and Disabled Advisory Committee, The Utility Reform Network
and National Consumer Law Center, Verizon California Inc., Verizon Wireless, Winston
Ching, and the World Institute on Disabilities.
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Funding Mechanism for Public Policy
Programs

We have reviewed the comments and recognize that new communications
services, not currently subject to surcharges to fund these programs, such as
internet-based telephone service, may undermine the funding mechanism as
customers migrate to other providers. No party, however, identified significant,
near-term threats to the current intrastate surcharge methodology.

The Federal Communications Commission is currently conducting a
proceeding to consider changes to the funding mechanism for federal programs.
Federal legislation is also pending which may affect the participation of and
support by internet-based telephone services in funding public purpose
programs.

At this time, the prudent course is to monitor any impacts to our funding
mechanism, as well as potential changes on the federal level and with other
states. We will reassess this position as necessary to ensure adequate funding for

these important programs.

California LifeLine?

In Decision (D.) 06-08-030, the Commission lifted price regulation on most
local exchange service in California due to the state of the competitive
marketplace for most services. The price for basic residential telephone service

remains regulated until January 1, 2009. The Commission also directed that this

2 This program is authorized in the Moore Universal Telephone Service Act, Pub. Util.
Code §§ 871 - 884.
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docket would be the place to “rethink the relationship between Lifeline and basic
residential rates.”?

Currently, the Lifeline rate is a specified price - 50% of Pacific Bell
Telephone Company dba AT&T California’s (AT&T) monthly rate for basic
residential telephone service - $5.34 for flat rate service and $2.85 for measured
service.* Local exchange carriers are reimbursed for the difference between the
Lifeline rate and the applicable basic residential service rate of the incumbent
local exchange carrier serving the area. Thus, AT&T is reimbursed for the 50%
reduction for Lifeline customers from the Universal Lifeline Telephone Service
fund. Carriers with rates higher than AT&T’s,> however, can receive
substantially more from the fund, subject to a cap at the rate charged by the
incumbent local exchange carrier serving the area. For example, a carrier
operating in AT&T’s service territory would only be reimbursed up to $10.69 per

Lifeline subsidy customer even if actual subsidy costs exceeded that.

3 Order Instituting Rulemaking on the Commission’s Own Motion to Assess and
Revise the Regulation of Telecommunications Utilities, Decision 06-08-030, mimeo. at
page 154.

4 General Order (GO) 153 §§ 8.1.4 and 8.1.5 require that the flat rate and measured
service rate equal “the lower of 50% of the utility’s regular tariffed rate” or “one-half of
AT&T California’s regular tariffed rate.”

5 In comparison, Verizon's local residential service rates are $10 for measured service
(AT&T’s rate is $5.30) and $17.25 or, for certain areas, $16.85, for flat rate service
(AT&T’s rate is $10.68). Lifeline customers, however, pay the same rate as customers
located in AT&T’s territory, and the Universal Services fund makes up the difference
between the Lifeline rate and Verizon’s otherwise applicable rate.
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Adopting a specific support amount for all customers who qualify for
California Lifeline, without regard to the telecommunication provider or service
selected, has the advantage of providing each customer the same support
amount and may provide greater flexibility to customers to select services
beyond basic residential service, potentially including wireless communications
services. Such an approach would acknowledge the range of providers of voice
communications services beyond landline telephones, and enhance technology
neutrality by allowing customers to choose the provider that best meets their
needs.

This phase of the rulemaking will consider the legal and policy issues
related to a specific support amount. Both approaches (set price and set support
amount) also require a mechanism to update amounts over time.

AT&T provided the most comprehensive proposal for this concept, which
AT&T calls a “fixed benefit.” AT&T begins by acknowledging that moving to a
fixed benefit will require significant changes in GO 153, which sets forth the
procedures for implementing the Lifeline Program. AT&T then proposed to
have the Commission set the benefit amount, structured to meet the needs of
low-income customers, which would be utilized by all providers. The fixed
benefit would be credited on the customer’s bill. Providers would seek
reimbursement for the fixed amount from the claims process. AT&T concluded
that this method would simplify administration of the Lifeline program because
the reimbursement amount would no longer be calculated based on the
provider’s usual rate but rather limited to the actual benefit distributed to
customers.

We seek further comment from the parties on this approach to

“rethinking” the connection of the Lifeline program to basic residential rates. We
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also welcome alternative proposals that adapt this program to accommodate the
new regulatory regime created by D.06-08-030.

Many questions require further analysis:

1. How would the initial support amount be calculated? To provide
the parties with a starting point, we observe that the 50%
discount concept in the Moore Act, current telecommunications
prices for basic services of different technologies, including
wireline and wireless, and the record in this proceeding suggest
an initial amount in the range of $12 to $18.

2. Should the amount or price be changed over time? If so, what is
the appropriate index?

3. The proposed changes will greatly simplify carrier
implementation of the Lifeline program and substantially reduce
program administrative costs. Is there any continuing
justification for reimbursing carrier administrative costs for the
Lifeline program?

We will set the following dates for filing and serving comments and reply

comments on this proposal and the questions set forth above:
Comments August 24, 2007
Reply Comments September 14, 2007

We will also adopt a collaborative process to further develop
implementation issues related to this proposal. Specific issues include: all
changes needed to GO 153 as well as timelines for carrier billing program
changes. Other implementation issues should be identified and resolutions
proposed. Our Communications Division staff will lead a workshop:

Wednesday, August 15, 2007
9:00 a.m. to 5:00 p.m.

Commission Auditorium
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505 Van Ness Avenue
San Francisco, CA 94102

After concluding the workshop, Communications Division staff will file
and serve a staff report no later than September 14, 2007.

Our plan is to address this initial issue in a decision to be issued for
comment. In a subsequent phase of this proceeding, we will address the issue of

expanding the Lifeline program to wireless services.

Deaf and Disabled Telecommunications
Program

The Deaf and Disabled Telecommunications Program is currently
implementing a pilot project that will bring wireless devices to participants to
encourage increased mobility for users. The pilot project is designed to test a
methodology for using electronic vouchers or a similar mechanism to provision
the devices. At this point, the program is not authorized to provide low-cost
wireless services to participants, but we are encouraged that wireless carriers
have shown interest in voluntarily offering low-cost messaging services to
program participants.

We fully support the development and implementation of the wireless
pilot program, which differs substantially from the current program for landline
equipment. The most notable differences are: (1) eligibility is limited to persons
also eligible for the Lifeline program, and (2) in the initial phase of the pilot,
various versions of a wireless device known as the Sidekick, is being distributed,
within a $300 limit, and (3) participants are responsible for their own service
charges.

For purposes of the pilot program, only one authorized provider is initially

available. Should the pilot prove successful, other authorized providers will be
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sought out and centralized administration, perhaps along the lines of the Lifeline
third-party administrator, will be considered.

In this proceeding, we would like to consider policy implications of the
pilot program and its potential expansion. We ask that the Communications
Division keep us apprised of its evaluation of the pilot program and bring

forward any proposals for permanent implementation.

California Teleconnect Fund (CTF)

No party identified a deficiency or proposed a feasible change to this

program. Several issues have been recommended to us for further consideration:

1. Expanding the CTF to include the over 100 California
Community Colleges;

2. For schools and libraries, expanding the list of CTF-eligible
services to mirror the services included in the federal E-rate
program;

3. Improving overall statewide E-rate application and participation
rates by dedicating Commission staff or a third-party consultant
to provide E-rate application assistance to nonparticipating
potential applicants, particularly those in low performing
schools, low income, or disadvantaged areas, and rural or remote
settings;

4. Expanding the CTF to fund 50% of the remaining costs in
California Telemedicine projects selected for funding by the
FCC’s Telemedicine Pilot Program; and®

6 Rural Health Care Support Mechanism, WC Docket No. 02-60, Order (rel. Sept. 29,
2006); Order on Reconsideration (rel. Feb. 6, 2007).
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5. Requiring telephone service providers that are certificated by the
Commission to provide CTF discounts on E-rate eligible services
(telecommunications and internet access) to all qualifying CTF
entities.

Comments and reply comments should be filed and served in accord with

the procedural dates set out above.

Payphone Provider Enforcement and Public
Policy Payphone Programs

The California Payphone Association set forth the rather dismal status of
these two programs, and the overall decline of the payphone industry in light of
other advanced communication technologies. Other than generalized objections
to reducing payphone availability, no party offered a specific, feasible proposal
to remedy the deficiencies.

Therefore, we will consider the recommendations of the Payphone
Association in their July 28, 2006, comments. In summary, those comments
recommend terminating the Public Policy Payphone Program and combining the
Payphone Provider Enforcement Program with the Commission’s general
enforcement program, including funding.

The Payphone Provider Enforcement Program allows the Commission
staff to impose a level of oversight on payphone operations that is higher than
our general enforcement oversight. Combining this program with our general
enforcement efforts may diminish this level of oversight. To assist the
Commission in performing its statutory payphone oversight duties, see e.g., Pub.
Util. Code § 742, we seek comment on actions that the payphone providers could
take to offset the change in oversight. For example, adding the Commission’s
800 number for service complaints to current posting requirements or requiring

providers to make periodic reports to the Commission might ameliorate the
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potential deterioration in Commission staff oversight. We request other feasible
suggestions.
Written comments on these proposals shall be filed and served on the

schedule set out below:

Payphone Program Initial Comments September 7, 2007

Payphone Program Reply Comments September 28, 2007

We caution the parties that general or vague comments will carry little
weight. Specific customer consequences should be identified and feasible
solutions proposed.

Based on the parties” comments and reply comments, a recommended
decision addressing only the payphone programs may be prepared for
consideration by the Commission. If so, such a decision will be circulated for

comments as required by the Commission’s Rules of Practice and Procedure.

Need for Evidentiary Hearings

No issues of material facts have been identified; evidentiary hearings are

not necessary.

Procedural Schedule

The filing dates for the initial phase of this proceeding as set out above are

adopted.

Ex Parte Communications

This matter is designated as “quasi-legislative” as defined in Rule 1.3(d).
Therefore, pursuant to Rule 8.2(a), ex parte communications are allowed without
restriction or reporting requirement.

IT IS HEREBY RULED that:

1. Evidentiary hearings are not needed.
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2. The scope of this proceeding is as stated above.
3. The schedule for this phase this proceeding is as stated above.
Dated July 13, 2007, at San Francisco, California.

/s/ RACHELLE B. CHONG

Rachelle B. Chong
Assigned Commissioner

/s/ MARIBETH A. BUSHEY

Maribeth A. Bushey
Administrative Law Judge

-11 -



R.06-05-028 CRC/MAB/sid

INFORMATION REGARDING SERVICE

I have provided notification of filing to the electronic mail addresses on the
attached service list.

Upon confirmation of this document’s acceptance for filing, I will cause a
copy of the Notice of Availability to be served upon the service list to this
proceeding by U.S. mail. The service list I will use to serve the copy of the Notice
of Availability is current as of today’s date.

Dated July 13, 2007, at San Francisco, California.

/s/ FANNIE SID
Fannie Sid
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