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Executive Summary

The California LifeLine Program (California LifeLine or CA LifeLine) is a state program that provides
discounted home phone and cell phone service to eligible households. California Lifeline provides a fixed
dollar subsidy (the specific support amount or SSA) regardless of the service provider. The program also
sets minimum service standards (MSS) that service providers must meet or exceed.

The California Public Utilities Commission’s (CPUC) Communications Division staff proposes updating the
methodology used to calculate the SSA and the MSS to better address the evolving communications
needs of low-income Californians. Furthermore, staff seeks to better align California Lifeline with other
state and federal communication policies and program to maximize participant benefits.

Staff’s proposed revisions to the California LifeLine Program will provide an SSA of up to $20.75.
Additionally, it will increase the wireless broadband allowance MSS from 6 gigabytes (GB) to 25 GB and
increase the wireline broadband speed MSS from 25/3 megabits per second (Mbps) to 100/20 Mbps.

The key objectives of the staff proposal are to:
e Update the methodology used for the SSA to align with the MSS;
e Update the MSS to maximize benefits for customers including improved broadband service;
e Establish an SSA and MSS for the California LifeLine Foster Program (Foster Program); and
e Efficiently leverage the California LifeLine Fund.!

Background

Since being established in the Moore Universal Telephone Service Act (Act)? of 1984, California LifeLine
has provided high quality communications services for low-income, vulnerable Californians. Participating
carriers (service providers) provide services to California LifeLine participants which include voice and
broadband offerings. Over the years, there have been modifications to the program such as the inclusion
of wireless, Voice over Internet Protocol (VolP), and an anticipated addition of the Foster Youth Program.
Below there is information regarding state policies on SSA methodology and MSS, current program rates,
as well as key federal policies.

SSA through the Carrier of Last Resort Methodology

The current SSA methodology used for the CA LifeLine program is based on requirements of the
Legislature and Commission decisions. The Legislature requires that “the lifeline telephone service rates
shall not be more than 50 percent of the rates for basic flat rate service, exclusive of federally mandated
end user access charges, available to the residential subscriber” which is codified in Public Utilities (P. U.)
Code Section 874.

Following this legislative mandate, the Commission approved Decision (D.) 10-11-033 (2010 Decision)
which has been “providing LifeLine support to consumers and in doing so ensures that the Commission
will continue to monitor impacts on ratepayers, make sure that the basic rate remains just and
reasonable, and that the LifeLine rate remains affordable.”® In compliance with P. U. Code Section 874,

! California LifeLine Fund is also referred to as Universal Lifeline Telephone Service (ULTS) Fund.
2 The Moore Act is Public Utilities Code section 871-884.5.
32010 Decision at 2.
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the 2010 Decision established an SSA methodology, the “Carrier of Last Resort (COLR)* methodology,”
that set the maximum SSA at 55 percent of the highest basic residential rate of the California COLR.’

CA LifeLine currently uses the COLR methodology outlined in the 2010 Decision to calculate the SSA. The
COLR may submit their rates for staff review on an annual basis.® The SSA is then set based on 55% of
the highest COLR'’s basic residential rate as reported to the Commission in the previous year. Historic
COLR rates are in Table 1. The highest COLR’s rate is used by staff to set the annual SSA for the upcoming
year with notification to the public and service providers through an SSA administrative letter, see Table
2. In the SSA Administrative Letter- 20237, the SSA is $17.90 based on 55% of AT&T’s basic rate of
$32.50.8

For SSA reimbursement, carriers are required to file claims for staff review and approval. Each service
provider’s CA LifeLine reimbursement is calculated by deducting applicable Federal Lifeline subsidy from
their basic rate, followed by deducting the California subsidy. If, for example, in 2023, a service provider’s
rate is made whole after deducting federal subsidies plus a portion of the California SSA, then that is all
the service provider will receive from the California LifeLine fund for that participant.

Table 1: California COLR rates (S) from 2014-2023

AT&T 23.00 24.00 25.00 26.00 27.00* 27.00* 27.00* 29.50 32.50
Consolidated 21.99 24.44 24.44 26.44
Frontier 19.00 21.50 22.00 22.00 22.00 22.00 22.50 22.50 22.50
Verizon 22.00 22.00 21.50 22.00

Frontier - CA 22.00 22.50 22.50 22.50 22.50
SureWest 1999 2199 2199 2199 21.99

*Pause in price increases due to COVID-19 pandemic

Table 2: Recent California LifeLine SSA (S) increases based on COLR SSA methodology

AT&T (Highest 27.00 27.00 29.50 32.50 34.50
COLR rate)

California LifelLine 14.85 14.85 16.23 17.90 19.00
SSA

*COLR rates were static during the COVID-19 pandemic

4 Carriers that are COLRs are deemed to provide reasonable certainty in program revenue and costs and help
manage the market expectations of California LifeLine customers. 2010 Decision at 51.

5 There are currently four COLRs (AT&T California, Consolidated Communications of California Company, Frontier
California Inc., Frontier Communications of the Southwest Inc.), which are wireline telephone companies obligated
to provide basic service to customers in California.

6 The COLRs provide their basic rate to CD by August 1, annually. The SSA for the following calendar year is based
on the highest basic rate of all the COLRs.

7 https://www.cpuc.ca.gov/-/media/cpuc-website/divisions/communications-division/documents/lifeline/notices-
for-carriers/admin-letters/ssa/ssaadministrativeletter2023.pdf.

8 https://www.cpuc.ca.gov/-/media/cpuc-website/divisions/communications-division/documents/lifeline/notices-
for-carriers/admin-letters/ssa/ssaadministrativeletter2023.pdf.
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California LifeLine Added Wireless and VolP Technologies

The 2010 Decision approved the participation of non-traditional service providers, such as wireless and
VolP carriers, in CA LifeLine. In D.14-01-036 (2014 Decision), the Commission further developed rules for
CA LifeLine wireless service. The 2014 Decision set out to assure that minimum communication needs
are met across technology platforms that are accessible for low-income Californians.® The 2014 Decision
also noted that the Commission would continue to monitor the California LifeLine marketplace and
“...take further action if “1)California LifeLine services becomes unaffordable; 2) Participants’
communications needs are not adequately met, 3) The CPUC’s and Moore Act’s goals of promoting
public safety, the economy, and civic participation through California LifeLine are not being achieved, or
4) The program needs [adjustment] to ensure that ratepayer funds are used prudently and in a fiscally
sound manner.”°

Upon the introduction to new service provider technologies in the program, the COLR methodology
based on the wireline continued to be used for the SSA and is currently applied to the entire program
including other technologies like wireless and VolP. The Commission has provided the SSA to wireless
and VolP services because it found it necessary to maintain affordability, meet communications needs,
promote public safety and technological neutrality, and to ensure that ratepayer funds are used
prudently and in a fiscally sound manner.**

Current California LifeLine Rates

California LifeLine has a wide range of SSA and MSS that are available to CA LifeLine participants. The
current California LifeLine SSA and MSS*? are effective from January 1, 2023, through December 31,
2023, with a new effective date occurring on January 1 of the following year based on the COLR
methodology.

For wireless SSA and MSS, there are two plans that service providers offer: the Basic Plan with unlimited
voice and text, 4 GB of data and an SSA of up to $12.85, and the Standard Plan with unlimited voice and
text, 6 GB of data and an SSA of up to $17.90. For wireline, there are two plans offered: the Standard Flat
Plan is voice only with an SSA of up to $17.90 and the Bundled Plan set at 1280 GB fixed broadband data
and wireline voice service with an SSA of up to $17.90. The full list of authorized plans is available on the
CPUC website.

California LifeLine also provides a make up for California-Only participants (participants who do not meet
federal eligibility requirements) pursuant to D.20-02-042.% These California-Only participants are eligible
for a funding amount comparable to amounts typical California LifeLine participants receive with federal

Lifeline subsidies.

9D.14-01-036 at 48.

0 d. at 37.

4.

12 | ifeline-SSA-and-MSS-Chart.pdf (ca.gov)

13 |In the FCC’s 2016 Lifeline Order, the FCC removed certain programs used to determine a participant’s program
eligibility for the federal Lifeline program. To ensure that all Californians would continue to benefit from the CA
LifeLine program without being compromised by the 2016 Lifeline Order, the CPUC approved D.20-02-042 which
authorized CA LifeLine to subsidize or “make up” the federal Lifeline funding loss for Californians who otherwise
would have been eligible for the federal Lifeline program. These are called “California-Only” participants.
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Foster Youth Program

Since 2019, the Commission authorized the iFoster Pilot Program (iFoster Pilot) to provide eligible foster
youth ages 13-26 with a smartphone device and cellular services free of charge. In D.21-07-008 and
D.23-01-003, the Commission extended the iFoster Pilot from February 1, 2023, to July 31, 2024. The
decisions directed the Commission's Communications Division (CD) to develop a proposal to transition
the iFoster Pilot to a permanent program to continue essential communications benefits free of charge
for California's foster youth through the California LifeLine Program.

On September 5, 2023, the Administrative Law Judge (ALJ) issued a Ruling on the Staff Proposal for a
new permanent Foster Youth Program within California LifeLine. Staff proposed the Foster Youth
Program details including offering eligibility to foster youth ages 13-17 and 18-20 in extended care. The
Foster Youth Program Staff Proposal did not include an SSA and MSS. Instead, the Foster Youth Program
SSA and MSS are outlined in this staff proposal to align with the proposed changes to CA LifelLine.

Affordable Connectivity Program

In February 2021, the Federal Communications Commission (FCC) adopted the Emergency Broadband
Benefit Program (EBB) Report and Order* to support broadband services and connected devices to help
low-income households stay connected during the COVID-19 pandemic. The 2021 Infrastructure
Investment and Jobs Act replaced the EBB Program with a new broadband affordability program, the
Affordable Connectivity Program (ACP)™.

The Commission allowed California LifeLine service providers to stack EBB, federal Lifeline, and CA
LifeLine subsidies until March 2022 on EBB plans approved by the FCC. On February 22, 2023, the
assigned ALJ issued a Ruling to a) direct wireline service providers to provide data regarding broadband
service subscription levels and prices; and (b) request party comments on a proposed ACP pilot to
leverage ACP funds to provide affordable broadband services to California LifeLine participants.

On June 28, 2023, the Commission adopted D.23-06-003, approving two ACP pilot programs for CA
LifeLine participants to leverage federal ACP funds to test new approaches for providing high-quality
broadband services. Below are tables with detailed requirements for wireless and wireline ACP pilot
programs. Currently, there is some uncertainty with the future of ACP funding as the federal government
determines whether to renew budgets and funding for the program. In California, as of October 2, 2023,
over 2.5 million customers (including wireline and wireless) were enrolled in the ACP program indicating
that participants are interested in more robust data plans.’® In implementing the ACP pilot programs,
staff is collecting data broadband usage, hotpot data and more from service providers.!” This staff
proposal does not amend or modify the CA LifeLine SSA or MSS for the ACP Pilots adopted in D.23-06-
003.

14 https://docs.fcc.gov/public/attachments/FCC-21-29A1 Rcd.pdf.

15 https://docs.fcc.gov/public/attachments/FCC-22-2A1 Rcd.pdf.

16 https://www.usac.org/about/affordable-connectivity-program/acp-enrollment-and-claims-tracker/.
17D.23-06-003 at Ordering Paragraph (OP) 4 and OP 5.



https://docs.fcc.gov/public/attachments/FCC-21-29A1_Rcd.pdf
https://docs.fcc.gov/public/attachments/FCC-22-2A1_Rcd.pdf

R.20-02-008 ALJ/SW9/fzs

Table 3: ACP Pilot Plans

Wireless ACP Pilot Service Tier A

Requirements

Combined Subsidy (maximum) $57.15 $49.88
Portion of Combined Subsidy from $17.90 $10.63
California LifeLine (maximum)

Subscriber copayments permitted No No

Free 4G LTE smartphone with hotspot Included Included
capability

Unlimited mobile data, voice, and text Included Included
messages (data speed cannot drop

below 3G)

Minimum data for hotspot data 50 GB 30 GB

provided at 4G LTE or higher speeds

Minimum subscriber mobile data per 150 GB 80 GB
month before mobile data speeds may
be reduced below 4G data speeds

Wireline ACP Pilot Service Home broadband service Bundled service with VolP
Requirements* and home broadband

Combined Subsidy (maximum) $57.15 $57.15
Portion of Combined Subsidy from $17.90 $17.90
California LifeLine (maximum)

Subscriber copayments permitted ** Yes Yes
Speeds of 100/20 Mbps or Included Included
higher***

Data allotment per month in GB 1280 GB 1280 GB
Additional requirements for 911 Yes**** No
service

*|SPs may participate if partnered with a California LifeLine service provider that will be legally responsible for the ISPs
compliance with program rules and requirements.

**Subscriber co-payments are permitted for the wireline ACP pilot as subscribers in rural locations may require more expensive
plans for adequate service than what combined subsidies cover.

***Exceptions for plans with speeds lower than 100/20 Mbps may be permitted if the service provider certifies to the CD staff
that the plan is the highest speed available at the subscriber’s location.

****Service providers must inform persons interested in home broadband service that it does not include voice service for 911
calls. Service providers must obtain from a subscriber a phone number that the subscriber can use for 911 calls.



R.20-02-008 ALJ/SW9/fzs

Staff Analysis and Considerations

California LifeLine Participant Communication Needs

As participant preference shifts, it is critical that California LifeLine ensures that CA LifeLine participants
have appropriate access and service. The current SSA methodology used for CA LifeLine is based on the
2010 Decision using the highest COLRs rates as a basis for subsidizing participant plans. Yet, much has
changed since the 2010 Decision and the program may benefit from changing the COLR methodology to
keep up with the changes in the communications landscape and CA Lifeline participant needs.

Within the program, there have been significant changes in technologies that are subsidized and
program participation. In 2010, CA LifeLine was strictly funding wireline voice service. Today, CA LifeLine
covers voice as well as wireline broadband bundles, wireless bundles, and VoIP. This shift in
communications technology is also marked by shifts in CA LifeLine participant needs and preferences.
Since the 2014 Decision’s inclusion of wireless service providers, CA LifeLine has over 85% of its
participation in wireless service.’® Meanwhile, nearly all remaining CA LifeLine participants (15%) chose
wireline voice service with reasons that may range from habit to living in areas with unreliable wireless
service. Following the COVID-19 pandemic, the need for high quality broadband speeds and data for
various purposes like education, telehealth, and telework increased. In this post-pandemic period,
people still need broadband as more communication is done remotely. Staff find it reasonable that the
CA LifeLine program may see further participant preference shifts that may include more broadband
service.

Modernizing the SSA to Reflect Changes in Technology
The current CA LifeLine SSA has not yet been updated to accurately incorporate new technologies and
the ways that participants rely on accessing broadband data.

The SSA has been based on the COLR with the highest rates. Historically, ATT has been the COLR with
rates setting the SSA, see Table 2. Yet, ATT’s rate amount as well as the frequency of rate increases are an
outlier amongst COLRs, see Table 1. AT&T basic residential rates have consistently increased yearly, not
including 2020 and 2021 due to the COVID-19 pandemic. Moreover, AT&T rates have increased 41.3%
from 2014 to 2023, whereas Frontier increased 18.42% for the same period.

That said, the COLR methodology does not pose significant issues with wireline service providers based
on the existing policy. First, most wireline voice service providers have maintained stable basic
residential rates. Second, these service providers are not reimbursed by CA LifeLine above their
established rate. This consistency in rates aligns with the flat rate subsidies offered by other states and
the FCC for state and federal Lifeline programs.

Yet, staff find that after reviewing market, program and other state data, there is justification to make
SSA adjustments for California LifeLine. As mentioned, the federal Lifeline and other state lifeline rates
have stayed flat for several years and at times offered increased MSS for wireless service providers. This
indicates to staff that making annual adjustments is not necessary to provide customers with robust
offerings. Additionally, staff find some of the wireless MSS offered in other states are offered for
combined state and federal subsidies that are significantly lower than what is offered in California, see

18 Figures from third party administrator report, June 2023.
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Chart 2. Staff finds this indicates that the California SSA may be set too high for the MSS. Staff finds this
provides an opportunity in the program to reevaluate an appropriate SSA in relation to MSS so that CA
LifeLine participant receive better benefits.

Additionally, the COLR methodology was developed over 12 years ago, well before broadband was
considered an essential communications service. The SSA has been insufficient to support widespread
adoption of wireline voice bundled with broadband, a service that is only being provided to about 4% of
all California LifeLine wireline participants, or about 0.7% of the overall California LifeLine population.
Though from the success of federal ACP, it seems that many Californians are interested in broadband,
and CA LifeLine can move towards providing subsidies commensurate with ACP.

Data Analysis

In the data analysis for the staff proposal, staff reviewed different types of service provider data
including data from market studies, staff-issued data requests, and CA LifeLine. On June 26, 2023, staff
issued a data request to CA LifeLine service providers for information on wireline and wireless consumer
data consumption (usage data), plans and subsidies offered in other states. On July 31, 2023, CA LifeLine
service providers®® responded to the data requests. Through this data analysis, staff developed proposed
adjustments to the SSA and MSS to provide CA LifeLine participants with the services they need while
maintaining affordable, reasonable rates.

Part 1: Information about California LifeLine Participants’ Usage
The data request for Part 1 is to analyze CA LifeLine participants’ data plans, plan cost, data usage for
voice and broadband services.

The data request period from 2020 to 2022 reveals that all but one wireless service provider offered
unlimited voice; therefore, CD staff focused on plan cost and data allowances by categorizing the data
plans of participants who used greater than 0 but less than 6 GB, greater than 6 GB but less than 14 GB,
and greater than 14 GB but less than 25 GB.

Chart 1 shows that over the three years (2020-2022), the average plan price was $45.42 for data plans
greater than O but less than 6 GB with an average of 1.84 GB actual data usage, $59.93 for data plans
greater than 6 GB but less than 14 GB with an average 5.95 GB actual data usage, and $53.16 for data
plans greater than 14 GB but less than 25 GB with an average 4.17 GB actual data usage.

19 Responses were received by wireline and wireless providers.
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Chart 1: CA LifeLine Participant's Plan Costs, Data Plan, and Actual Usage

$80.00
$70.00
$60.00
 $50.00
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Average Plan <6GB Average Plan 6GB<14GB Average Plan 14GB<25GB
Plan/Actual Plan/Actual Plan/Actual
Cost Cost Cost
Usage Usage Usage
m 2020 $43.61 1.04 $39.88 9.59 S- 0.00
w2021 $47.50 1.57 $69.94 2.83 $49.97 3.78
w2022 $45.16 2.92 $69.97 5.42 $56.35 4.55

Note: No data were reported for 14 GB < 25 GB in 2020

Part 2: Information about other state Lifeline participants’ plans and subsidies.

The data request responses reveal that 8 States, including California, offer a State Lifeline in addition to
the Federal Lifeline subsidies. California (CA) subsidy is the most generous, with $17.90 per month,
followed by Oregon (OR) at $10.00 per month, and then Kentucky (KY) at $6.00 per month, with state
subsidies ranging from $0.75 to $17.90 per month, with a median of $3.50 per month. Staff also noticed
that the CA Basic Plan subsidy at $12.85 is more than other states offer. The data also shows that in the
other states, not including CA and OR, data allowance is 4.5 GB, whereas CAis 6 GB and OR is 5 GB.

Excluding California, the data also reveals that the other seven states, in which CA Lifeline service
providers are operating, did not increase their subsidies for the four years of data compared to California
subsidies; in fact, two states decreased their state subsidies in 2020 and 2021. Whereas California
increased its SSA by 9.29% in 2022 and 10.29% in 2023 using the COLR methodology.
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Chart 2: CA Lifeline State Subsidies of Wireless 2020-2023
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mCA $14.85 4.50 $14.85 6.00 $16.23 6.00 $17.90 6.00

miD $2.50 4.50 $2.50 4.50 $2.50 4.50 $2.50 4.50

KY $8.00 4.50 $6.00 4.50 $6.00 4.50 $6.00 4.50

HNE $3.50 4.50 $3.50 4.50 $3.50 4.50 $3.50 4.50

HOR $12.00 4.50 $12.00 4.50 $10.00 5.00 $10.00 5.00

H PR $0.75 4.50 $0.75 4.50 $0.75 4.50 $0.75 4.50

muUT $3.50 4.50 $3.50 4.50 $3.50 4.50 $3.50 4.50

mWI $0.75 4.50 $0.75 4.50 $0.75 4.50 $0.75 4.50

Part 3: Information about consumer offerings.

Chart 3 shows the average wireless California LifeLine population from 2020, 2021, and 2022 and those
who purchased additional data over 6 GB of broadband services over the same period. The data shows
that less than 2% of the CA LifeLine population purchased additional data over 6 GB. In addition, Chart 3
shows that the demand for additional data decreased after 2020.

10
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Chart 3: Total Population versus Population Purchase Additional Data
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To further understand the demand for additional data over 6 GB, the data was separated into three
categories: more than 6 GB and up to 15 GB, more than 15 GB and up to 25 GB, and greater than 25 GB
of additional data. The analysis is to determine if less than 2% of participants purchased additional data,
which category is in the highest demand. The data shows that on average, the highest demand for the
three years is for more than 6 GB and up to 15 GB at 10,443 or 0.86%, more than 15 GB and up to 25 GB
at 5,313 or 0.19%, and the lowest demand for greater than 25 GB at 2,076 or 0.17%.

Chart 4: Purchase of Additional Data over 6 GB (represented in thousands)
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Part 4: ACP Offerings

The ACP Program provides a discount for non-tribal consumers of up to $30.00 per month for broadband
services for eligible consumers. Staff performed data analysis based on the market study to compare ACP
retail offerings in California and other states.

Based on the availability of retail data, staff collected data from six carriers’ advertised retail plans and
costs for our analysis. The retail offering plans are based on ACP discounts only and do not consist of
state and federal Lifeline subsidies. Staff found gathering data on ACP plans and pricing in other states
challenging. However, we found one carrier, SP4, offers the ACP plan at no cost in CA with 10 GB of data
and 5 GB of hotspots. The same carrier offers the ACP plan at no cost in 49 other states at 10 GB and no

hotspot.

As shown below in Chart 5, four service providers offer ACP plans at $30.00, ranging from the lowest
data allowance at 4 GB and no hotspot to the highest at 10 GB and 5GB of hotspot. One carrier offers an
ACP plan at $35.00 with unlimited data and 3 GB of hotspots. We found three carriers offer a higher ACP
data plan at $40.00, ranging from the lowest data allowance of 8 GB and 8 GB of hotspots to the highest
of unlimited data and 15 GB of hotspots.

Chart 5: ACP Retail Offerings
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Proposals for Updating the MSS and SSA Methodology for CA LifeLine

Staff propose adopting an MSS that is paired with the SSA methodology for CA LifeLine to ensure CA
LifeLine participant communications needs are met and the prudent use of CA LifeLine funds.
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Proposed Set Price SSA

Staff proposes a fixed SSA or “Set Price” SSA to meet participants’ needs. Updates to the Set Price SSA
may be adjusted through a formal decision-making process when there is a need. This Set Price SSA is a
significant departure from the COLR methodology as described below.

The Set Price SSA differs from the COLR methodology by no longer requiring annual SSA adjustments to
the highest basic residential rate of a COLR. After reviewing California LifeLine Service Provider data
regarding their offerings in other states, staff finds that over several years the SSA in other states
remained fixed and, in some cases, reduced without negative repercussions to the MSS available to
customers (see Chart 3). Most states do not provide additional state subsidies to the Federal Lifeline,
and service providers offer customers with 4.5 GB service plans. When looking at California LifeLine
wireless service providers, Chart 3 shows that they offer 4.5 GB plans in other states that offer subsidies
from $0.75 to $10 in 2023. This is below and, in some cases, far below the $12.85 provided by the
California LifeLine Basic Plan. Additionally, the FCC has applied a fixed subsidy approach with the federal
Lifeline program for numerous years and has only updated recently through formal decisions. Within
California, it should also be noted that most COLRs did not have consistent annual rate hikes like AT&T,
see Table 1. Yet, the entire California LifeLine SSA has increased annually in accordance with this single
wireline service provider. Staff finds it reasonable and without harm to participants to adjust the
California LifeLine SSA to a fixed amount based on an MSS that meets participants’ needs for
reconsideration by formal decision-making process at a future date.

Compared to the COLR methodology, the Set Price SSA reduces the administrative work and provides
predictable funding. The Set Price SSA eliminates the need for annual SSA updates required with the
COLR methodology, which include SSA adjustments via administrative letter, TPA adjustments, and new
advice letters. The Set Price SSA is intended to be fixed for multiple years, so service providers have
stable, predictable SSAs. This can reduce the need to modify their service plan offerings through advice
letters. This stability also allows for service providers and those marketing the program to set reliable
budgets for marketing and reduce costs for revising marketing materials.

With the Set Price SSA, the staff will need to monitor the market to ensure that the SSA is adjusted over
time. Additionally, staff recommends directing wireline carriers to comply with PU Code Section 874,
which prohibits carriers from charging LifeLine customers more than 50% of their basic residential rate.
This figure will continue to be reported and posted on the Commission website in setting a price cap.

For eligible CA LifeLine reimbursements, the program currently deducts federal subsidies first before
calculating reimbursements. If federal subsidies increase, California LifeLine will not increase the total
subsidy available for each tier and the CA portion of the reimbursement will lower. If the federal
subsidies reduce, an adjustment to the CA SSA may be determined through a decision.

Proposed Update Wireless MSS and Set Price SSA for California LifeLine Program

Staff propose adjusting the CA LifeLine program so that the MSS and a Set Price SSA are connected.
Staff propose setting the MSS tiers for CA LifeLine to meet participants’ various communications needs
conveniently, offering higher data options for higher users, while concurrently protecting the CA LifeLine
fund. These proposed plans differ from the existing wireless model in which a wireless participant has a
fixed plan, and their service provider is eligible for reimbursement based on a fixed plan.
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These proposed MSS tiers are performance-based approach and dynamic. With this performance-based
approach, service providers will be compensated for all participants at the Tier 1 level and eligible for
higher reimbursement for participants at the Tier 2 level with supplemental claims reporting that shows
higher actual data usage, see Table 4. In this dynamic approach, a wireless CA LifeLine participant will
move from Tier 1 to Tier 2 automatically based on their monthly data consumption without need for
action. The benefit to the participant in this dynamic model is that a participant with higher data needs
will not need to pay for additional data until they exceed the allotment provided in Tier 2. Additionally,
participant data usage and service provider reimbursement may fluctuate month over month depending
on a participant’s usage. For example, for a single participant’s usage in Q1, a service provider may be
reimbursed for Tier 1 in January and March, and Tier 2 for February. Service providers may not throttle
speeds for CA LifeLine participants, except in accordance with reasonable network management
practices, such as during an emergency where first responders require priority above other customers.

Marketing materials must provide clear information regarding California LifeLine offerings to
participants. Depending on the name of the plan that the provider uses for participants, wireless service
providers must make it clear to all wireless California LifeLine participants that they are eligible for data
in Tiers 1 and 2 at no cost. More information on tiers below.

Tier1

The proposed Tier 1 MSS is set at 6 GB with California fixed SSA of up to $10.75 and is the default tier for
wireless participants. If a participant uses 6 GB or less in one month, the service provider will be eligible
for the Tier 1 subsidy. Service providers will not be able to charge participants for additional data,
beyond 6 GB, under Tier 1. Instead, if a participant uses over 6 GB in a given month, the service provider
will be able to file consumption data with their claim to receive the Tier 2 subsidy; more under reporting
claims section. If a service provider is unable to offer Tier 2, they may have a usage cap of 6GB of which
the service provider must notify their participant that they are nearing. These service providers who only
offer Tier 1 will still be unable to charge participants for data consumption over 6 GB. Staff established
the $10.75 SSA after analyzing other states’ Lifeline subsidy offerings and data allowance, as shown in
Chart 2, and applying the highest subsidy for Tier 1.

Tier 2

The proposed Tier 2 MSS is set at 25 GB of data with 10 GB hotspot with California fixed subsidy of up to
$20.75. Tier 2 provides more robust data and hotspot offerings at no cost to CA LifeLine participants
with higher data consumption. If a Tier 1 participant uses over the 6 GB allotment, they are
automatically moved to Tier 2, where they can use up to 25 GB of data at no cost. Initially, staff
anticipates that this tier will capture the 2% of CA Lifeline participants who currently pay out of pocket
for additional data,?® as shown in Chart 3.

To establish Tier 2, staff considered service providers market rate offerings with the $30 of ACP funding
and CA Lifeline participant needs. Staff analyzed ACP retail offerings, as shown in Chart 5, to determine a
robust service plan for the equivalent subsidy. Staff set the subsidy at $20.75 so that when combined
with the $9.25 federal LifeLine subsidy, California LifeLine participants are eligible for a total subsidy of
$30 as with the ACP plan. Staff also want Tier 2 to factor in wireless participants with higher data needs.
For California LifeLine participants that purchase data, as shown in Chart 4, the average additional data
consumed ranges from 6 GB to 15 GB. A smaller segment of the higher data purchasers used between 15
GB and 25 GB of data. In some ACP wireless plans, ACP participants are eligible for higher data without

20 Estimates based on the June 26, 2023 Data Request.
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paying out of pocket. Staff anticipate that Tier 2 plans will lower costs for higher data users. Additionally,
this may lower barriers for participants who cannot afford to have their data beyond the fixed plan
allotment and were reticent to use their plans fully. Staff surmise that service providers may be
encouraged to lower barriers participants may have in consuming higher data, such as offering better
phones.

Table 4: Proposed Wireless Service Plan Tiers

Voice Data Hotspot California Federal Total Participant
and Text Consumpt (GB) LifeLine Subsidy Subsidy Copayment
ion (GB) Fixed ($) ($)* ($)
Subsidy
($)
Tierl unlimited 6 N/A 10.75 9.25 20.00 0
Tier2 unlimited 25 10 20.75 9.25 30.00 0

*Increases to the federal subsidies may result in the CA LifeLine fund reimbursement being less than 10.75 or 20.75, while the
total subsidy remains fixed. Reductions to the federal subsidies will not lead to an increase of California’s fixed subsidy. Increases
to the CA subsidy must be made through a decision.

Proposed Update Wireline MSS and SSA Methodology for California LifeLine Program

The proposed CA LifelLine wireline MSS tiers are set to allow participants to meet their various
communication of voice or bundled voice and broadband, in Table 5. Moreover, the tier updates closely
resemble the previous SSA methodology yet provide more transparency by aligning the SSA with each
wireline service provider. These wireline updates to the program are set to maximize participant
benefits, maintain consumer bill protections, and leverage the CA LifeLine Fund effectively. The
treatment of California-Only participants will remain unchanged, thereby receiving benefits comparable
to California LifeLine participants who receive federal Lifeline subsidies.

Tier A

The proposed Tier A Voice plan resembles the previous SSA methodology?! while providing more
transparency of the SSA that each wireline service provider is eligible for based on their individual basic
residential rates (rate). The proposed Tier A has an MSS with voice. The Tier A SSA is 55% of a wireline
service provider’s combined rate and end user common line charge (EUCL) or the SSA cap of $20.75 for
Tier A, whichever is lower.?2 The SSA floor would be $10.75 so that service providers with lower basic
residential rates will provide and market robust offerings to CA Lifeline participants. If service providers
are interested in updating their annual rates, they will need to file for an annual update to their rates
with staff by August 1 for review via tier 2 advice letter to determine that service provider’s SSA and
LifeLine rate for an effective date of January 1 in the following calendar year. If a wireline service
provider does not file an advice letter regarding updates to their rates, staff will use the rate from the
previous year.

Through this tier update, participant bills will remain affordable. Service providers will be receiving 55%
of their rate and EUCL costs. Additionally, under P. U. Code Section 874, wireline service providers are

21 While the COLR methodology sets the SSA at the highest COLR basic residential rate, it does not reimburse
wireline service providers (after applying federal subsidies) for more than the service provider’s basic residential
rate, which are filed through an advice letter.

22 |f federal subsidies increase, the total subsidy will remain the same with a subsequent reduction in funding from
California LifeLine.
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not able to charge participants for over 50% of their basic residential rate. Current participants’ bill costs
range from $5.47- $16, which may remain the same under this proposal.

Over time with changes in federal subsidies and as wireline service providers change rates, the
Commission may consider updates to MSS/SSA so that wireline service is subsidized sufficiently. Based
on the historic service provider rate increases and federal subsidies, staff does not anticipate this will
happen for many years. With current rates, all service providers will currently receive 55% of their rates.
Eventually, service providers will have their reimbursement subject to the SSA cap while charging
participants no more than 50% of their rates.

Tier B

The proposed Tier B bundled plan has an MSS which includes voice and broadband based on the current
higher broadband levels for ACP% with a fixed SSA of $20.75. The SSA is set at $20.75 so that when
combined with the $9.25 federal LifeLine plan, California LifeLine customers are eligible for a total
subsidy of $30 as with the ACP plan. Wireline service providers will be eligible for additional
compensation from the CA LifeLine Fund for participants that need broadband plans. Service Providers
will be able to file claims process indicating that customers are receiving minimum broadband levels.

As indicated, ACP provides Californians with broadband service which they want. Staff proposes Tier B to
ensure that there are CA LifeLine broadband offerings available to California-Only participants and/or
meaningful broadband plans for California LifeLine participants, if ACP funding is not renewed. After
reviewing the data request, under 19,000 California LifeLine participants were enrolled in ACP wireline
internet plans. Since the future of ACP funding is uncertain, staff consider an ACP comparable wireline
plan with both internet and voice to be a benefit to California LifeLine participants.

Tier B may create some challenges for service providers. Some service providers may not be able to
provide broadband levels throughout their territory, as required of Tier B. In this case, service providers
may also receive compensation through Tier A for those other areas.

Table 5: Proposed Wireline Service Plan Tiers

California Federal Fixed Broadband Fixed Broadband Total
LifeLine SSA ($) Subsidy Speed (Mbps) Allowance (min) Subsidy
($)* ($)**
Tier A 55% of service  5.25 N/A N/A Up to 25.99
Proposed provider rate or
Voice Plan 20.75,
whichever is
lower.
Tier B 20.75 9.25 100/20 FCC MSS*** 30.00
Proposed
Bundled Plan

*This proposal does not adjust the $2 federal subsidy make up.24

23 Broadband speeds of 100/20 Mbps and minimum data allowance of 1280 GB.

241n 2016, the FCC 2016 Lifeline changed federal Lifeline support subsidies for wireline participants over a gradual
timeline. In response, the CPUC approved that the California LifeLine program subsidize or “make up” $2 of the
federal funding loss for wireline CA LifeLine participants in D. 20-10-006.
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*Increases to the federal subsidies may result in the CA LifeLine fund reimbursement being less than $10.75 or $20.75, while the
total subsidy remains fixed. Reductions to the federal subsidies will not lead to an increase of California’s fixed subsidy.

***¥FCC MSS fixed broadband allowance is currently 1280 GB.

Proposed Update Reporting for Claims

The Wireless Set Price SSA will require revisions to the reporting mechanism. Unlike the current system,
wireless customers will not be assigned a tier. For wireless service providers, they will be reimbursed for
the Tier 1 rate for their participants with their standard reporting. If the service providers have
participants that consume data amounts in Tier 2, the service provider will be required to supply
additional information on participants’ data consumption to qualify for their monthly claims.
Additionally, service providers must file reports with CA LifeLine staff every 6 months in June and
December, which includes participants data usage. Staff will develop a report template for service
providers to use. This reporting is subject to auditing.

If a participant changes wireless service providers in the middle of the month,? each wireless service
provider’s reimbursement will be prorated based on the Tier 1 rate.?® Staff determined that there would
be a significant administrative burden in considering reimbursements based on Tier 2 and the
requirements to review participant consumption data. Instead, in this proposal reimbursement to service
providers will only be based on Tier 1 rates of $10.75 and service providers will not need to file data
consumption. For example, if Participant A is on a service provider’s plan for 20 days and uses 20 GB of
data, the service provider will be eligible for prorated reimbursement of the 20 days at the Tier 1 rate
only. The service provider serving Participant A for the remainder of the month will also be reimbursed
at the prorated amount of the Tier 1 rate.

For wireline service providers, they will be reimbursed for the Tier A rate for their participants with their
existing reporting.

If the wireline service providers provide Tier B plans, the service provider will be required to supply
additional information regarding broadband speed availability in a participants’ territory. As with
existing claims, service providers must file reports with CA LifeLine staff every 6 months in June and
December, which include broadband maps. If the wireline service provider’s broadband map has been
modified more recently than the 6-month cycle, the service provider can file their updated map for use
with Tier B. This reporting is subject to auditing. If a participant changes wireline service providers in the
middle of the month, the service provider will be eligible for reimbursement based on the tier in which
the participant is enrolled. This could mean that one service provider is prorated at Tier A and another at
Tier B.

If a participant changes between wireless and wireline service in the middle of the month, the service
providers will be eligible to receive reimbursement for the tier that the participant is enrolled in on a
prorated basis. For the wireless service provider, the tier will be based on the participant’s monthly data
usage. If the participant’s usage falls under Tier 2, the wireless service provider will need to provide
participant consumption data in accordance with the tier.

25 Claims are based on 30-day cycles. Service providers who have a participant for a portion of the month receive a
prorated amount for the days that they provide service to the participant.

26 Currently, if a participant changes service providers, each service provider is reimbursed for the prorated amount
that the customer was on their service.
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All participant data collected will require handling for participant confidentiality. Staff may choose to
make data available in aggregate to share findings.

Proposal for Establishing the MSS and SSA for the Foster Program
Overall, staff propose an SSA and MSS for the permanent Foster Program that matches the general CA
LifeLine program with some adjustments to ensure that foster youth have key protections.

Staff propose establishing the MSS for the Foster Program to be the same as the MSS for the general CA
LifeLine wireless program, where service providers provide a base tier with additional options for higher
service provider subsidies based on consumer demand, see Table 6.

There are some differences for the Foster Program. Foster youth under the age of 18 are ineligible for
federal Lifeline funds. Staff propose having the California LifeLine Fund cover the prevailing federal
Lifeline subsidy amounts?” for these foster youth, assuming that the amount is equal to or less than the
current $9.25.

Another distinction with the Foster Program is regarding non-usage. In the general CA Lifeline program,
participants are unsubscribed from the program after 45 days of non-usage. In the Foster Program,
youth participants will remain on the program even if they do not use their service but will be switched
to the “Emergency Service Access Plan” with 3 GB of wireless data and unlimited voice and text. Service
providers will receive $10 subsidy per month per participant on the Emergency Service Access Plan.
Foster youth under 18 who receive the Emergency Service Access Plan will not receive the federal
Lifeline make-up subsidy.

The CA LifeLine enrollment and service fees for foster youth will be the same as those for general CA
LifeLine customers. There will be no co-payments to foster youth for these plans.

Table 6: Proposed Service Plan Tiers applicable to Foster Program

Voice and Data Hotspot California Federal Total Participant
Text Consumption (GB) LifeLine Lifeline Subsidy Copayment
()] Subsidy ($)  Subsidy ($) ($)**  ($)

Tier 1* unlimited 6 N/A 10.75 9.25 20.00 0

Tier 2* unlimited 25 10 20.75 9.25 30.00 0

Foster unlimited 3 N/A 10.00 0 10.00 0

Program

Emergency

Service

Access Plan

* The California LifeLine program will make up the federal Lifeline amount for foster youth who are ineligible for the federal
Lifeline subsidy.
** California LifeLine Fund Subsidy for Foster Program participants under 18, based on the current federal Lifeline subsidy.

27 Federal Lifeline provides subsidies ranging from $5.25 to $9.25 based on FCC 16-18.
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Questions for party comments

Wireless

1. Do you support the staff proposal for the Set Price SSA method? Please explain your response.

2. How would you refine the SSA methodology if it differs from the staff proposal’s
recommendation?

3. Is the MSS reasonable with the Set Price SSA in Tier 1? Please explain your response.

4. |sthe MSS reasonable with the Set Price SSA in Tier 2? Please explain your response.

5. Please describe challenges that service providers may have with claims reporting for Tier 2.

6. How would you modify the claims reporting for Tier 2? Please explain the changes and consider
ease of administration to ensure expedited processing and auditing.

7. If you differ from the staff proposal’s recommendation for updating the SSA, how would you
propose updating the SSA (and how often)?

8. If you differ from the staff proposal’s recommendation for foster youth, how often would you
propose establishing the MSS and SSA for the CA LifelLine Foster Program?

Wireline

1. Do you support the staff proposal for the SSA method for wireline? Please explain.

2. How would you refine the SSA methodology if you differ from the staff proposal’s
recommendation?

3. If you have additional concerns with this staff proposal regarding services, co-pays, etc., that
impact CA LifeLine wireline participants, please describe them and offer potential remedies.

4. If you have additional concerns with this staff proposal regarding service provider
compensation, particularly in hard-to-reach areas, please describe them and offer potential
remedies.

5. Please describe challenges that service providers may have with broadband speed reporting.

6. Do you support the timing of filing wireline basic rates for Tier A calculations (August 1% of each

year)? Please explain your response.

(End of Attachment)
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