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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking Into
Implementation of Federal Communications
Commission Report and Order 04-87, As It Rulemaking 04-12-001
Affects The Universal Lifeline Telephone Service | (Filed December 2, 2004)
Program.

ASSIGNED COMMISSIONER’S RULING TEMPORARILY SUSPENDING
PORTIONS OF GENERAL ORDER 153 RELATING TO THE ANNUAL
ULTS/CALIFORNIA LIFELINE VERIFICATION PROCESS

. Summary

This Assigned Commissioner’s Ruling (ACR) reopens this proceeding and
temporarily suspends, for a period not to exceed six months, portions of General
Order (GO) 153 relating to the annual California Lifeline verification process. I
take this step because the recently instituted verification process is not working
well. We are experiencing a very low response rate to the Lifeline verification
notice, which results in significant numbers of current Lifeline customers being
removed from the program. This hiatus in the verification process will allow
staff and interested parties an opportunity to isolate the reasons for the low
response rate and to take steps to solve the problem. I will place an item on the
agenda for the upcoming Commission meeting so that the full Commission can

ratify this ACR.

Il. Background

In Decision (D.) 05-04-026, the Commission took the initial steps necessary

to make certain that the state would continue to receive the $330 million in
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federal Lifeline/Link-Up funds to protect the financial viability of the Universal
Lifeline Telephone Service (ULTS) or California Lifeline program. Specifically,
that decision adopted a program of income certification and annual verification,
as required by the Federal Communications Commission’s (FCC) Lifeline Order.!
In D.05-12-013 and in Resolution T-16996, the Commission adopted revisions to
GO 153 necessary to implement changes to the ULTS program. The
Telecommunications Division issued a Request for Proposal and entered into a
contract with Solix, Inc. (Solix) to serve as Certifying Agent for the certification
and verification processes. The new certification/ verification process was

implemented on July 1, 2006.

lll. Implementation Issues

The annual verification program calls for verifying the continued
eligibility of the 3.5 million customers currently enrolled in the Lifeline program.
Commission staff has found that the customer response to the ULTS verification
notice is extremely low: in August 2006, 29% returned the verification notice; in
September, the percentage was 49%. Under the process adopted, those who do
not respond to the verification notice are sent a letter that they are being
removed from the Lifeline program and will be required to pay regular
telephone rates. Those who receive these denial letters may appeal the denial to
the Consumer Affairs Branch (CAB) at the Commission. Still, other customers
find out about their removal from Lifeline via their monthly bill that regrades

them to regular rates. According to the telephone carriers who previously

L Lifeline and Link-Up Report and Order and Further Notice of Proposed Rulemaking, WC
Docket No. 03-109, FCC 04-87 (rel. April 29, 2004).
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conducted the verification process for their customers, they experienced a
response rate of about 70%.

In recent weeks, CAB has been receiving between 300-500 letters per day
from customers appealing their elimination from the Lifeline program. At the
same time, the number of phone calls from these customers has deluged both the
CAB offices, as well as the consumer representatives for the telephone carriers.

While we do not know for sure why the response rate is so low, staff
believes that the new name (California Lifeline) and logo for this program, and
the fact that the verification notice is coming from an entity other than the
customer’s telephone carrier have all contributed to the low response rate.

Customers may have ignored the mail, thinking it was junk mail.

IV. Possible Solutions

Commission staff in the Telecommunications Division and the Consumer
Service and Information Division have been working to identify the source of the
problem and to develop solutions. One solution is in the process of being
implemented. Effective October 31, 2006, Solix will imprint the exterior of the
envelopes used to mail the verification forms with messages in English and
Spanish, advising the customers on the contents and that their immediate action
is required. It is anticipated that this will alert the recipients that the letter is not
junk mail and needs to be opened and read.

In addition, staff is exploring ways to make better use of the current 60-
day verification process, which begins with the date the certifying agent mails
the verification forms to the customers and, absent a response, ends on the date
when customers are removed from the Lifeline program. Currently, if a
customer fails to return the verification form within 30 days, the customer has no

means of correcting that oversight. The customer is in “limbo,” as the customer
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is scheduled to be removed from the Lifeline program on the 60" day. Days 31 to
60 are a “dead zone” that causes needless work for CPUC staff and carriers and
distress for customers.

Under the proposed revised process, the notice that the customer receives
after 30 days would include another copy of the verification form to be
completed and returned. Staff believes that having a second opportunity to
return the verification document would cause a significant reduction in the
percentage of customers who do not respond to the certifying agent.

Staff is also exploring other avenues of active outreach to customers.
Those include possible use of automated dialing devices to contact customers
who have not returned the verification form within 15 days. The message would
also tell customers how to request new verification forms. Staff is also finalizing
a tri-fold brochure explaining the new Lifeline verification/certification
procedures.

I anticipate that the solution could include a variety of changes to
Commission internal processes, Solix-carrier processes, and perhaps also rule
changes. At this point in the process, we do not know what all the elements of
the solution will entail.

I appreciate the work that Commission staff is doing to identify and solve
this problem. However, I am concerned that many members of the vulnerable
low-income population served by the Lifeline program, including the elderly, the
disabled, and limited English speakers will be erroneously deprived of their
Lifeline telephone service because they do not understand the process.
Therefore, we need to make urgent steps to see that this does not happen.

I intend to suspend the current annual verification process while we

explore and implement solutions to the current low response rate. I do not take
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this step lightly, since the annual verification process is a requirement under the
FCC’s order 04-87. I will ask our Legal Division to write a letter informing the
FCC of this situation and the steps we are taking to correct the problems we are
experiencing.

I am ordering a suspension of six months. I would prefer that the
problems be resolved in 90 days and the annual verification process then be
restarted, but that may not be possible. If we need to institute system changes or
make changes to our General Order, it may require more than 90 days to
accomplish. Istrongly encourage staff to make every effort to effect the
necessary changes as expeditiously as possible.

When the annual verification program resumes, we will start the clock
from the beginning. I am ordering that Solix send a letter to all customers who
had previously been notified that they were to be removed from the Lifeline
program because they did not respond to Solix’s verification letter. The letter
will explain that the customer will be temporarily reinstated to the program.
Those customers will receive a new verification letter after we have instituted
our corrective measures and resumed the verification process. The carriers will
be instructed to back-date those customers participation in the Lifeline program
to the date when they were removed from the program.

CAB shall discontinue processing denial letters, which will be dealt with
by the letter from Solix. Customers that contact CAB will be told that they will
be reinstated to Lifeline service, pending a subsequent verification letter, which
they will receive sometime over the next year.

Nothing that we are doing shall have an impact on the certification of new
Lifeline customers. Those procedures will remain in place and will continue

while we deal with problems in the verification process.
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I plan to ask my fellow commissioners to ratify this ACR at our upcoming
public meeting on November 9, 2006. Due to the urgency of the problem, this
issue must be dealt with as expeditiously as possible. Still, I want to give
interested parties an opportunity to comment on my ACR. Those comments will
be taken into account in the decision which will ratify the ACR. Comments are
due on Monday, November 6 and should be e-mailed to my advisor,

Kelly Hymes at khy@cpuc.ca.gov and to the assigned Administrative Law Judge,

Karen Jones, at kaj@cpuc.ca.gov.

IT IS RULED that:

1. Rulemaking 04-12-001 is reopened.

2. The following sections of General Order 153 are temporarily suspended:
4.5, including Appendix C; 5.5; those portions of 6.3 and 6.4 as they relate to the
annual verification process; Appendix C; and the portion of Appendix E titled
“Existing ULTS Customers (Verification).”

3. Within seven days of this ruling, the Telecommunications Division and
Consumer Service and Information Division shall set a date for a workshop so
that telephone carriers, the certifying agent, and other interested parties can meet
with staff to discuss solutions to the current problem with the verification form
response rate. That workshop should be held as soon as possible.

4. Solix, Inc. shall send letters to all customers who were sent verification
notices since July 1, 2006, but did not return the forms. The letter will inform
those customers that they will be temporarily reinstated on the California
Lifeline program, with full reinstatement pending verification at a later date.

5. Interested parties may file and serve comments on this ACR by noon on
Monday, November 6, 2006. Such comments shall be served and filed

electronically and shall be limited to five pages.
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Dated November 1, 2006, at San Francisco, California.

/s/ DIAN M. GRUENEICH

Dian M. Grueneich
Assigned Commissioner
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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 filed document 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 filed document is
current as of today’s date.

Dated November 1, 2006, at San Francisco, California.

/s/ KE HUANG
Ke Huang
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