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L INTRODUCTION

Please state your names and positions.

My name is James R. Burt. I am Director — Policy supporting Sprint Nextel
Corporation’s various subsidiaries. I am testifying on behalf of Virgin Mobile USA, L.P.
(“Virgin Mobile”). My witness qualifications statement is included as Exhibit Joint/101

to this testimony.

My name is Kay Marinos. I am the Program Manager of the Competitive Issues Section
of the Telecommunications Division of the Public Utility Commission of Oregon (the
“Commission”). My witness qualifications statement is included as Exhibit Joint/102 to

this testimony.

My name is Jon Cray. I am the Program Manager of the Residential Service Protection
Fund (“RSPF”) of the Central Services Division of the Commission. My witness

qualifications statement is included as Exhibit Joint/103 to this testimony.

My name is Bob Jenks. I am Executive Director of the Citizens’ Utility Board of Oregon

(“CUB”). My witness qualifications statement is included as Exhibit Joint/104 to this

testimony.

My name is Mark Tennyson. I am the Director of the Technology and Response Section

of Oregon Emergency Management (“OEM”). My witness qualifications statement is



10

11

12

13

14

15

16

17

18

19

20

21

22

Joint/100
Burt, Marinos, Cray, Jenks, Tennyson
Page 3 of 24

included as Exhibit Joint/105 to this testimony. OEM intervened in this matter for the
limited purpose of raising issues that are directly related to filings in this matter that
affect or impact 9-1-1 emergency reporting systems and PSAPs in Oregon.
Consequently, OEM’s participation in this joint testimony is similarly limited. OEM
expresses no opinion — and is not qualified to testify — with regard to matters not directly

pertinent to the 9-1-1 system issues addressed in this testimony.

What is the purpose of your testimony?

The purpose of our joint testimony is to describe and support the stipulation
(“Stipulation”) among Virgin Mobile, Staff of the Commission (“Staff”), CUB, and
OEM, filed on December , 2011, which supports Virgin Mobile’s request for
designation as an Eligible Telecommunications Carrier (“ETC”) and Eligible
Telecommunications Provider (“ETP”) by the Commission. This Stipulation was filed
with this joint testimony. On February 1, 2011 Virgin Mobile filed its Petition for
Limited Designation as an ETC with the Commission. Virgin Mobile filed a First
Amended Application (“Amended Application™) for Limited Designation as an ETC and
as an ETP for participation in the Commission’s Oregon Telephone Assistance Program
(“OTAP”), and request for waiver of certain RSPF Oregon Administrative Rules
(“OARs”) on October 25, 2011. Docket UM 1522 was opened to consider Virgin

Mobile’s foregoing applications.

Does the Stipulation resolve all of the issues in this proceeding?
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Yes. Virgin Mobile, Staff, CUB, and OEM (the “Parties”) agree that Virgin Mobile’s
Applications for ETC and ETP status, as modified by, and subject to, the terms and
conditions set forth in the Stipulation will satisfy all applicable legal requirements and
will be in the public interest, and that the Commission should issue an order approving
the Amended Application subject to the terms and conditions contained in the

Stipulation.

Are all parties to the proceeding signatories to the Stipulation?

Yes.

II. GENERAL DESCRIPTION OF THE APPLICATION

Who is Virgin Mobile?

Virgin Mobile USA, L.P. is a wholly-owned subsidiary of Sprint Nextel Corporation.
Virgin Mobile offers prepaid wireless services using the Virgin Mobile brand and the
Nationwide Sprint Network. The Federal Communications Commission (“FCC”) and
several state commissions have granted Virgin Mobile ETC status in 32 states. Virgin
Mobile’s non-Lifeline customers pre-pay for the voice, messaging, and data services they
use and can add funds to their accounts at any time. If their funds run out, they cannot
make or receive calls until they purchase additional minutes with the exception of calls to
9-1-1 and customer care where calling is always allowed. Virgin Mobile offers a
separate set of Lifeline plans under the brand name Assurance Wireless brought to you by
Virgin Mobile. Only eligible Lifeline customers can receive these plans. The base plan

is 250 free minutes and a free phone. The 250 free minutes are funded by the Lifeline
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portion of the Federal Universal Service Fund (“FUSF”) and by an additional $3.50 per
customer per month of Virgin Mobile’s own funds. Virgin Mobile provides the free
phone. Additional optional services including messaging, more voice minutes, and data
services are available to Lifeline customers on a pre-paid basis if they wish to purchase

them.

What does Virgin Mobile propose to offer to Lifeline customers in Oregon?

Virgin Mobile proposes to offer wireless telecommunications services to qualified
Lifeline customers that are the same as those currently provided in other states. Virgin
Mobile will provide, at its own expense, a fully E-9-1-1 compliant handset to customers
free of charge. Upon certification, Virgin Mobile will offer customers a choice of three

different Assurance Wireless Lifeline customer service plans:

1) 250 free voice minutes each month, which do not carry over to the next month if
unused, with messaging at the rate of $.10 per message and additional voice
minutes at $.10 per minute.

2) 500 voice minutes (250 free plus 250 additional), for $5.00 which do not carry
over to the next month if unused, with messaging at the rate of $.10 per message
and additional voice minutes at $.10 per minute.

3) 1,000 voice minutes (250 free plus 750 additional) and 1,000 messages for $20.00
which do not carry over to the next month if unused, with additional messaging at

the rate of $.10 per message and additional voice minutes at $.10 per minute.
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All voice minutes may be used to send or receive local calls and domestic long distance
calls. International calling is available for an additional charge. Call waiting, voice mail,
and caller ID are included. Data services are also available using the “basic rate” of
$1.50 per 1 megabyte (“MB”) of data with any unused balance expiring after 24 hours or
through a subscription to a “Data Pack” at $5.00 for 5 MB, $10.00 for 20 MB, or $20.00
for 50 MB where the unused balance expires at the end of the monthly subscription
period. Calls to Assurance Wireless customer service and 9-1-1 will not be deducted

from the customer’s free minutes.

What financial support will Virgin Mobile receive?

Virgin Mobile will receive support only from the FUSF. Virgin Mobile does not request
support from the Oregon RSPF at this time but reserves the right to seek RSPF support
through a revised ETP application to the Commission if it chooses to seek such support.
Instead, Virgin Mobile will provide customers with an additional $3.50 in support from
its own funds and will receive Tier III matching support ($1.75 per month) from the
FUSF, enabling a maximum total of $13.50 of support per month. For this reason, the
Parties agree that the Commission should waive OAR 860-033-0035(1)(c), which

provides that the monthly OTAP benefit includes the State of Oregon support of $3.50, if

required.

Why does Virgin Mobile seek “limited” designation as an ETC in Oregon?
Virgin Mobile’s proposed designation is for the sole purpose of offering Lifeline service

and receiving the corresponding Lifeline support from the FUSF. Virgin Mobile does not
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seek to claim funds from the Link Up portion of the FUSF, nor does it seek to claim

FUSF high-cost support.

Will Virgin Mobile offer Lifeline service everywhere in Oregon?

As explained in Section III.Q of the amended application, Virgin Mobile will only offer
Lifeline service in areas where it has adequate coverage, and will exclude areas served by
Citizens/Frontier Telephone Company and Pioneer Telephone Cooperative.  Virgin
Mobile will not offer Lifeline service on any Tribal Lands and it will not offer Tribal
Lifeline service. However, Virgin Mobile will offer Lifeline services in a significant
portion of the state as shown on the map, Exhibit F of its Amended Application. The
wire centers included in the proposed designated service area are listed in Exhibit G of

the Amended Application.

IL. GENERAL DESCRIPTION OF THE STIPULATION

Please generally describe the Stipulation.

In the Stipulation, the Parties agree that the Amended Application, modified by and
subject to the terms and conditions set forth in the Stipulation, will satisfy the applicable
legal requirements and that approval of the Amended Application, subject to the terms
and conditions set forth in the Stipulation, is in the public interest. The Parties
recommend that the Commission designate Virgin Mobile as an ETC and as an ETP for
the limited purpose of offering Lifeline services in the wire centers listed in Exhibit F of

the Amended Application, subject to the terms and conditions set forth in the Stipulation.
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Please describe the genesis of the Stipulation

Virgin Mobile’s Amended Application explains why Virgin Mobile meets all of the
applicable legal requirements for designation as an ETC and as an ETP and why approval
of the Amended Application is in the public interest. During the course of this
proceeding, the other Parties identified Oregon-specific requirements and issues that
needed to be addressed before the Commission could approve Virgin Mobile’s
Applications. The Parties explored these issues through discovery and in a number of
settlement discussions. Although the Amended Application reflects the resolution of the
issues, the Stipulation, filed with this Joint Testimony, formalizes a number of specific
terms and conditions that the intervening parties and Staff believe are necessary to a
finding that approval of Virgin Mobile’s Amended Application is in the public interest.
The special conditions are intended to protect against waste, fraud and abuse and to

address concerns related to the free nature of Virgin Mobile’s Lifeline services.

III. PROCEDURAL HISTORY

When did Virgin Mobile file its original and amended applications in this
proceeding?

On February 1, 2011 Virgin Mobile filed its initial Petition for Limited Designation as an
ETC with the Commission. On March 11, 2011 a procedural schedule was established by

Administrative Law Judge Allan J. Arlow. Virgin Mobile filed direct testimony and
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exhibits on April 8, 2011. Judge Arlow suspended the schedule, on the motion of Staff,
to allow the Parties to work to narrow and resolve outstanding issues.

The Parties held workshops/settlement conferences, open to all Parties in the docket, on
April 14, June 15, and August 8, 2011 to address outstanding issues. The Parties filed
status reports with Judge Arlow on September 15 and October 14, 2011. The Parties
resolved all outstanding issues and Virgin Mobile then drafted and filed its Amended
ETC and ETP Application on October 25, 2011. The Amended Application also
included the ETP form for OTAP participation as required. However, confidential
information required by the form was inadvertently omitted, but Virgin Mobile

subsequently filed the information under confidential cover on November 22, 2011.

What are the legal standards that apply to Virgin Mobile’s Application?

The federal requirements for ETC designation are set forth in 47 U.S.C. §214(e)(2) and
rules of the FCC, 47 C.F.R. §§ 54.101(a) and 54.202(a). The Oregon requirements for
ETC designation were established by the Commission in Order No. 06-292 (“ETC
Order”). One of those requirements is to offer Lifeline and OTAP services. In order to
offer Lifeline and OTAP services in Oregon, an ETC must receive designation as an ETP.

ETP requirements are found in the Commission’s RSPF OARs.

What do the FCC’s rules require for certification as an ETC?
The FCC’s rules require that ETCs offer a number of specific services and functionalities.
The rules also require that ETCs commit to meeting several specific obligations. Virgin

Mobile addressed each of these requirements and its ability to meet them in its Amended
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Application and pre-filed testimony. The FCC requirements are very similar to the
Commission’s requirements and are addressed in the context of the Commission’s
requirements as detailed in the Amended Application.

What are the Commission requirements for ETC and ETP designation in Oregon?
The Commission established requirements for ETC designation in Oregon in Order 06-
292. While generally mirroring the FCC requirements, there are differences. Since the
release of that Order, the Commission has required all carriers that wish to be designated

in Oregon to meet those requirements.

The ETC Order sets forth a number of requirements for both initial and ongoing
certification as an ETC. Virgin Mobile addressed these requirements in its Amended
ETC Application and pre-filed testimony. There was no dispute in this case about Virgin

Mobile’s ability to meet several of those requirements, which are not discussed further in

this testimony.

The requirements for ETP designation are found in RSPF OAR 860-033-0001 through

860-033-0100.

Iv. THE STIPULATION

Please describe the settlement discussions among the Parties.
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The Parties held workshops/settlement conferences on April 14, June 15, and August 8,

2011 to address outstanding issues. These workshops/settlement conferences were open

to all Parties to this docket.

Please describe the major conditions agreed upon by the Parties.

The Parties agree as follows:

The Parties agree that Virgin Mobile meets all initial designation and annual
recertification requirements as established in Commission Order 06-292 for ETC
status except as specifically addressed herein.

The Parties agree that Virgin Mobile ETC designation will be only for purposes
of participation in the Lifeline program of the FUSF low-income fund and that
Virgin Mobile will not be designated to receive support from the high-cost fund
or from the Link Up portion of the federal fund.

The Parties agree that Virgin Mobile meets all ETP requirements with the
exception of those for which waivers were requested.

The Parties agree that approval of Virgin Mobile’s application is in the public
interest subject to additional requirements addressed below.

Virgin Mobile’s ETC and ETP designated service area will be comprised of the
wire centers listed in Exhibit G of its Amended Application. Virgin Mobile does
not request designation as an ETC or ETP on Tribal lands in Oregon and any such

lands are excluded from Virgin Mobile’s designated service area.
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What are the Stipulation terms concerning specific ETC requirements that haven’t
already been addressed?

Virgin Mobile will meet all requirements of Commission Order 06-292 except that Virgin
Mobile cannot provide the trouble report required by Appendix A Recertification
Requirement 6.2.1, which requires that the requested reports be broken down by wireless
switch. The Nationwide Sprint Network, which contains four Oregon switches, has
network information which is aggregated for all Sprint and Nextel customers and Virgin
Mobile’s Assurance Wireless data and trouble reports cannot be separated out by
customer (e.g., Assurance Wireless vs. regular Sprint wireless) or by switch. The Parties
have agreed in the Stipulation that Virgin Mobile can satisfy the trouble report
requirement by providing this aggregate information. Virgin Mobile will provide to the
Commission the Nationwide Sprint Network Oregon information concerning its annual
outage report consistent with definitions and details in 47 C.F.R. § 54.209(a)(2) as

required by Appendix A Recertification Requirement 5.2.1.

Do the Parties agree with the delivery of aggregated switch outage information as
meeting the ETC requirements?

Yes, the Parties agree that this information will meet the needs of the Staff and the

requirements.

What are the Stipulation terms concerning specific ETP requirements that have not

already been addressed?



10

11

12

13

14

15

16

17

18

19

20

21

22

Joint/100
Burt, Marinos, Cray, Jenks, Tennyson
Page 13 of 24

Virgin Mobile will meet all RSPF OARs related to ETP designation requirements with

the exception of those for which the Parties have agreed to support waiver requests, as

discussed below. Further, the Parties agree to these specific ETP terms embodied in the

Stipulation:

Virgin Mobile will do the following:

Offer its services under the brand name “Assurance Wireless.”

Pass through to its Lifeline customers all funds received from the FUSF in
addition to $3.50 per customer per month that Virgin Mobile provides in the form
for free service in its basic plan. Virgin Mobile will provide $3.50 per Lifeline
customer per month from its own funds to obtain Tier III matching support from
the federal Universal Service low-income Fund.

Remit the RSPF surcharge to the Commission for each Oregon customer but it
reserves the right to cease making the RSPF surcharge remittance should the law
change to no longer require such remittance.

Require each applicant for Assurance Wireless Lifeline service to complete the
OTAP application which will be submitted by the applicant to the Commission.
Begin the customer service cycle when the customer programs the handset
according to directions from Virgin Mobile and Virgin Mobile will request
Lifeline support for the customer only after the time the customer’s service cycle
begins.

Implement its “60-Day Non-Usage Policy” as set forth in Exhibit H of the

Amended Application.
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Give RSPF Staff at least 60 calendar days advance notice before it begins offering
Lifeline services in Oregon and give notice to Staff at least 21 days before
beginning any Oregon marketing campaign and submit proposed marketing and
advertising materials, which will reflect Oregon-specific eligibility requirements,
for staff review on the same timeline.

Submit to Staff and to CUB all material revisions to the Virgin Mobile terms of
service at least 30 calendar days before implementing revisions.

Pay the 9-1-1 tax on behalf of its customers but it reserves the right to discontinue
such payment should the law change no longer requiring such payment.

Report to RSPF Staff on a weekly basis those customers who meet eligibility
requirements, as reported by Staff, including names, addresses, assigned
telephone numbers and Commission-assigned OTAP identification numbers in an
electronic format accessible to the RSPF Staff. This report shall include any
discrepancy, pursuant to OAR 860-033-0046(4) that prevents a customer from
receiving Lifeline service. This requirement may be revisited after one year to
determine if less frequent reporting is warranted.

Consolidate the Active OTAP Customer Report (OAR 860-033-0046(2)) and the
Order Activity Report (OAR 860-033-0046(3)). Virgin Mobile will report all
customers receiving Assurance Wireless Lifeline service in a month as well as
report the customer name, address, phone number, and Commission-assigned
OTAP identification number. In addition, Virgin Mobile will identify on the
consolidated report customers whose Lifeline service has been deactivated or

whose phone number and address has changed.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Joint/100
Burt, Marinos, Cray, Jenks, Tennyson
Page 15 of 24

Staff will do the following:

o Modify the current OTAP application so that it allows the applicant’s name to be
on the phone account rather than the phone bill in cases where no bill is rendered
and to allow applications where potential Lifeline subscribers do not currently
have telephone service from the desired ETC at the time of application.

o Perform the Lifeline eligibility verification functions and report the results to

Virgin Mobile in a reasonable period of time.

Are there any Special Reports that Staff and CUB are seeking?

Yes. Virgin Mobile agrees to provide quarterly reports to Staff and to CUB identified in
the Amended Application as Exhibit K. In addition, Virgin Mobile will submit a report
to the RSPF Staff that is an Oregon-specific monthly Lifeline Worksheet (Form 497) that
Virgin Mobile submits to the Universal Service Administrative Company (“USAC”)
from which it claims or seeks low-income reimbursement or support. Virgin Mobile also
will provide the Oregon Lifeline customer name, address, phone number and

Commission-assigned OTAP identification number associated with customers appearing

in the Form 497.

Do the Parties recognize that much of the material sought in the reports is sensitive
and may be subject to confidential treatment?
Yes. Information Virgin Mobile is required to submit to the Commission, Staff or CUB,

as appropriate, may be subject to submission as confidential pursuant to OAR 860-001-
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0070 and covered by the Protective Order entered in this docket on November 18, 2011.
This information, however, will be subject to sharing with the FCC or USAC, with

appropriate protection.

What specific rules do the Parties recommend be waived and what is the basis of the

proposed waiver?

The specific rules or rule subsections the Parties agree the Commission should waive are

those included as Attachment 1 to the Stipulation. This replaces Exhibit I of the

Amended Application, which contained slight errors in referencing the appropriate

sections or subsections of the OARs. The reasons supporting the request for waivers are

set forth in the Amended Application and in this Joint Testimony. The Parties believe the

Commission is authorized to grant the waivers requested herein, for good cause shown,

per Order No. 11-346, entered September 8, 2011 in AR 554.

Virgin Mobile is seeking a waiver from five OAR sections:

¢ OAR 860-033-0006(3)(b) requires collection of RSPF surcharge from customers.

e OAR 860-033-0006(3)(c) requires identification of RSPF surcharge on customer’s
bill.

¢ OAR 860-033-0030(6) - OTAP Eligibility - requires that the name of the applicant
appear on a billing statement.

¢ OAR 860-033-0035(1)(c) - OTAP Benefits - Provision of the monthly State of

Oregon $3.50 OTAP Benefit.
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e OAR 860-033-0045(1) — OTAP Compensable Expenses — One-time benefit available

to the ETP for the cost of enrolling new OTAP customers.

e OAR 860-033-0010 - OTAP Applicability - requirement to apply OTAP reduced

rates or discounts with “all service offerings that include basic telephone service.”

The first rule for which a waiver is required is OAR 860-033-0006(3)(b), which would
require Virgin Mobile to collect the RSPF surcharge from its customers. Virgin Mobile
cannot collect surcharges from its customers because it is a prepaid carrier that does not
issue invoices and its Assurance Wireless plan requires no financial contribution from a
customer to receive Lifeline service. Virgin Mobile instead proposes to remit the RSPF
surcharge applicable to all its Oregon customers from Virgin Mobile funds, in lieu of

collecting the surcharge from its customers, resulting in no financial impact upon the

RSPF.

The second waiver is for OAR 860-033-0006(3)(c) which would require Virgin Mobile
to identify the RSPF surcharge on each customer’s bill. Because Assurance Wireless is a
free service offering, with additional options available on a pre-paid basis, Virgin Mobile
issues no bills to its Lifeline customers, rendering compliance impossible as a practical
matter. Good cause exists for waiver of this disclosure rule, particularly in conjunction

with a waiver of OAR 860-033-0006(3)(b), as a result of which Virgin Mobile, not the

customer, would pay the RSPF surcharge.

The third waiver is for OAR 860-033-0030(6), which requires the name of an OTAP
applicant to appear on the billing statement. Virgin Mobile does not issue customer bills.

The parties here, as in the TracFone docket, UM 1437, have stipulated that the
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Commission would modify the application process to require only that the name of the

applicant appear on the customer account.

The fourth waiver is for OAR 860-033-0035(1)(¢), which provides that the monthly
OTAP benefit includes the State of Oregon support of $3.50, if required. As previously
stated, Virgin Mobile will not request OTAP support from the State of Oregon at this
time, but will request support only from the FUSF. Virgin Mobile’s customers will
receive the same value as the OTAP support because Virgin Mobile will provide
customers with an additional $3.50 in support from its own fund and will receive Tier III
support ($1.75 per month) from the federal fund. Therefore, good cause exists to waive
the technical requirements of OAR 860-033-0035(1)(c) because Oregon Lifeline

customers will in effect “receive” the OTAP benefit and the actual RSPF fund will not be

impacted.

The fifth rule for which waiver is sought is OAR 860-033-0045(1), which makes
available to the Lifeline provider one-time compensation, currently $3.80, from the RSPF
for enrolling new Lifeline customers. Virgin Mobile declines this compensation and

requests a waiver of this rule if one is deemed to be necessary.

The sixth and final rule for which waiver is sought is OAR 860-033-0010, which would
require Virgin Mobile to “offer OTAP reduced rates or discounts with all service
offerings that include basic telephone service.” The Parties have agreed that good cause
exists to waive this obligation for Virgin Mobile, which explained in the Amended
Application why it cannot offer Lifeline on other Virgin Mobile service offerings
(“Beyond Talk” and “payLo” plans) for legal and technical reasons. Good cause exists

because Lifeline customers would not be denied competitive choice by ineligibility for
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other Virgin Mobile offerings. Assurance Wireless offers Lifeline customers the choice

of three different service plans depending on anticipated usage level:

e 250 free anytime minutes each month.

* 500 anytime minutes for $5 (comprised of 250 free minutes plus 250 additional
minutes).

e 1000 anytime minutes and 1000 text messages for $20 (comprised of 250 free
minutes plus 750 additional minutes and 1000 text messages).

Assurance Wireless customers who select the $5 or $20 plans will receive 250 free voice
minutes each month even if they cannot or do not pay the upgraded monthly plan charge,
ensuring essential continuity of service for Lifeline customers. With each Assurance
Wireless plan, additional voice minutes are available for 10 cents/minute and text
messages are available for 10 cents/text, the best a la carte rates available to Virgin
Mobile customers for these services. Customers would have the opportunity to purchase
the same types of services included in the “Beyond Talk” and “payLo” plans, including
messaging services (Messaging Packs) and data services (Data Packs), to supplement the
Assurance Wireless offers at their option and as needed or desired. For instance, as
illustrated on Exhibit J to the Amended Application, Lifeline customers have multiple

options to purchase additional services within the Assurance Wireless plans.

Furthermore, other Virgin Mobile service offerings impose financial requirements on
cash-constrained Lifeline customers that the Assurance Wireless offerings were designed
to avoid. “Beyond Talk” and “payLo” customers must buy a phone at retail, whereas
Assurance Wireless customers receive a free handset. In addition, “Beyond Talk” and
“payLo” customers must maintain money in their account at the beginning of each
service cycle or lose service. Only Assurance Wireless plans provide a guaranteed free
250 minute per month of service regardless of the Assurance plan selected by the

customer. For instance, if a customer elects the $20 plan but in a cash-constrained
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month, the customer cannot deposit $20 into the Assurance account, the customer will
receive 250 free minutes that month. Customers on other Virgin Mobile service plans
must have the funds available in their account to purchase their selected plan, or else
service is discontinued at the beginning of the service cycle pursuant to the terms of
service. Thus the Assurance Wireless plans will help ensure necessary continuity of
service to an economically disadvantaged population that cannot afford to be

disconnected.

Finally, Virgin Mobile advises that the cost of significantly expanding and reconfiguring
its Information Technology (“IT”) platform to support Beyond Talk and payLo plans for
Oregon Lifeline customers would be prohibitive. In order to offer the currently
advertised Beyond Talk and payLo plans to Lifeline customers, these offers would need
to be replicated on the Assurance Wireless IT platform.! Virgin Mobile advises that the
technical costs associated with replication would approach $1 million. Personnel costs
would likewise approach $1 million. Virgin Mobile advises that these estimates
represent the immediate costs associated with the replication of only the plans currently
advertised on the Virgin Mobile website. Virgin Mobile changes, or refreshes, its offers
at least once a year. In order to continue to offer Lifeline customers the choice of all
plans available to Virgin Mobile non-Lifeline customers going forward, Assurance
Wireless would continue to incur the basic IT costs set forth above on at least an annual
basis, and perhaps more frequently, depending on how often Virgin Mobile plans were

refreshed. Virgin Mobile therefore advises that as more offers are added to the platform,

" It should be noted that Virgin Mobile Beyond Talk plans are not properly classified as “calling plans.” As
indicated in response to Staff’'s DR 13, the Beyond Talk plans are more like data plans, with unlimited data
components for a flat fee. Two of the three Beyond Talk plans cap calling minutes, and all three exceed the monthly
charge of the highest usage Assurance Wireless plan.
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Assurance Wireless would incur additional ongoing technical and personnel costs to

maintain the expanding platform.

In addition, Virgin Mobile advises that it has customers grandfathered in more than 50
different “expired” plans that are no longer available to new customers. Virgin Mobile
notes that the one-time technical cost of adding all grandfathered Virgin Mobile plans to
the Assurance Wireless IT platform would be approximately $7.5 million with another
$1.5 million in personnel costs. The ongoing costs of maintaining these plans would be

substantial.

Virgin Mobile next advised that in addition to the IT costs associated with making
available current, future and previously available Virgin Mobile plans to Lifeline
customers, the business would incur a number of substantial related costs. Unlike the
Virgin Mobile non-Lifeline business, Assurance Wireless is a highly regulated enterprise
that is required to closely monitor each customer’s activity and support the Commission’s
role in verifying customers’ ongoing Lifeline eligibility. Virgin Mobile has advised that
Customer Base Management would incur substantial costs to track customer activity
across a number of service plans to ensure that customers remained active and eligible for
Lifeline service and were meeting the terms of the plans in which they were enrolled.
And, Virgin Mobile states that Customer Care would be required to expand its training
and educational efforts for representatives to manage the various plans, and to upgrade
and maintain the Care IT platform on an ongoing basis to keep its personnel apprised of
the available offers and their terms of service. Virgin Mobile further advises that at the
same time, the entire Assurance Wireless IT budget would be consumed by offer updates
and maintenance, effectively foreclosing the opportunity for non-essential IT upgrades to
improve service, better track customer eligibility, and so on. Virtually every aspect of the

business would incur additional costs in connection with a requirement to offer plans
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beyond the three Assurance Wireless plans. Virgin Mobile finished by advising that
these were but a few examples of additional areas in which the business would incur

additional costs.

Without the requested waivers (if compliance with OAR 860-033-0010 were required) it
is the Joint Parties understanding that, because Virgin Mobile’s cost of offering
Assurance Wireless in Oregon would exceed the potential benefit of serving Oregon
Lifeline customers, that Virgin Mobile would be compelled to withdraw its ETC and ETP

Applications from Oregon.

The Joint Parties agree that the benefits of adding a competitive, attractive Lifeline
offering for Oregon low-income customers outweighs any cost to those customers from
any restriction on their competitive choice and therefore, a waiver of OAR 860-033-0010
should be granted. First, if the purpose of the “all-service” provision in OAR 860-033-
0010 is to promote customer choice for Lifeline customers, it seems nonsensical to
remove a customer choice by denying a waiver to Virgin Mobile, which then would
decline to offer Assurance Wireless in Oregon. Second, Assurance Wireless customers
would have an array of choices for no-cost or low-cost voice services and the purchase of
additional services, such as messaging and data. Third, Virgin Mobile’s experience with
customer choice in other states has shown that voice service is the primary choice among
Lifeline customers. Indeed, less than 10% of those customers opt for a plan other than
the free basic plan, which is unsurprising given that Assurance Wireless customers have
an average annual income of around $11,000. Therefore, declining to provide a discount
on Virgin Mobile’s non-Lifeline offers will really have little, if any, impact on customer

choice that could not be addressed through the available purchase options associated with
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Assurance Wireless. In sum, good cause exists to waive OAR 860-033-0010 for Virgin
Mobile to provide low income Oregon customers with of an attractive, cost-effective

wireless service which enhances universal telecommunications service.

VII. CONCLUSION

What do the Parties recommend regarding the Stipulation?

The Parties recommend that the Commission adopt the Stipulation as the basis for
resolving all the contested issues in this proceeding, and that the Commission grant
Virgin Mobile’s designation as an ETC and ETP in Oregon subject to the terms and
conditions of the Stipulation. The Parties further recommend that the Commission waive
all of the rules identified in this testimony as to Virgin Mobile’s compliance with those

rules pursuant to the pending application.

Please summarize the benefits of Virgin Mobile’s designation.

As explained in the Amended Application, Virgin Mobile’s designation to offer Lifeline
services in Oregon would provide valuable benefits to qualifying low-income consumers
in the state. Virgin Mobile’s basic Lifeline service offering of a free handset with 250
monthly minutes of use with no cost to the consumer provides an attractive option for
mobile Lifeline service. No other Lifeline provider in Oregon, or any other state, offers
more free minutes. In addition, if the consumer needs additional minutes for calling or
texting at any time, or desires data services, such options are available for purchase.

Virgin Mobile is an established wireless provider with its own network that provides
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quality mobile services. The company already pays RSPF and 9-1-1 surcharges
associated with its existing customers, and agrees to continue to do so for its future
Lifeline customers. Virgin Mobile will not take any funding from the RSPF, but will
instead contribute support from its own funds. For all of the above reasons, Virgin
Mobile, Staff, CUB, and OEM (the “Parties™) agree that Virgin Mobile’s Applications for
ETC and ETP status, as modified by, and subject to, the terms and conditions set forth in
the Stipulation — all of which Virgin Mobile has agreed to abide by - will satisfy all
applicable legal requirements and will be in the public interest, and that the Commission
should issue an order approving the Amended Application subject to the terms and

conditions contained in the Stipulation.

In short, Virgin Mobile’s designation should greatly benefit Lifeline-eligible consumers
in Oregon and should do so without inordinately burdening the other Oregon consumers

who pay to support the RSPF and E911 programs.

Does this conclude your joint testimony?

Yes.
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I, James R. Burt, being duly sworn on oath, depose and say:

I. I am the Director - Policy for Sprint Nextel Corporation’s various subsidiaries. 1
am appearing in this proceeding as a witness for the petitioner, Virgin Mobile USA, L.P.
(“Virgin Mobile”). My business address is 6450 Sprint Parkway, Overland Park, Kansas 66251.

2. I'am one of the sponsors of the “Joint Testimony of Virgin Mobile, Staff, CUB
and OEM in Support of Stipulation” including all exhibits attached thereto (“Joint Testimony”).

3. My testimony and the exhibits in the Joint Testimony filed are true and accurate.
My testimony would be the same if given orally today as that reflected in the “Joint Testimony
of Virgin Mobile, Staff, CUB and OEM in Support of Stipulation.”

4, I have reviewed the Direct Testimony of Elaine Divelbliss, Virgin Mobile USA,
L.P. and exhibits filed by Virgin Mobile in the docket on April 8, 2011 (“Divelbliss Testimony™)
designated as Virgin Mobile/1 through Virgin Mobile/4.

5. With the exception of the statement of Ms. Divelbliss’ credentials on page 2. lines
3-10 of the Divelbliss Testimony, I adopt the remainder of this testimony as if it were my own. |
hereby sponsor it and would give the same testimony orally.

6. The Divelbliss Testimony is true and accurate as of the date it was filed.
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STATE OF OREGON )

County of Marion )
I, Kay Marinos, being duly sworn on oath depose and say:

1. My name is Kay Marinos. I am employed by the Public Utility Commission of
Oregon as a Program Manager in the Telecommunications Division.

2. I co-sponsored Joint Testimony, Joint/100, in this matter.

3. To the best of my knowledge, the testimony in Joint Exhibit 100 is true and

accurate.

e
Dated this & day of DfW ,2011.
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Kay Mﬁrinos

SUBSCRIBED AND SWORN to before me this %% day of Dacombe v, 2011,
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VIRGIN MOBILE USA, L.P. AFFIDAVIT OF JON CRAY
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Eligible Telecommunications Carrier

STATE OF OREGON )

County of Marion )
I, Jon Cray, being duly sworn on oath depose and say:

1. My name is Jon Cray. I am employed by the Public Utility Commission of
Oregon as the Program Manager of the Residential Service Protection Fund.

2. 1 co-sponsored Joint Testimony, Joint/100, in this matter.

3. To the best of my knowledge, the testimony in Joint Exhibit 100 is true and

accurate.

Dated this 87" day of Peceinbe, 2011,

SUBSCRIBED AND SWORN to before me this 8% day of M/\/ ,2011.
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Eligible Telecommunications Carrier.

STATE OF OREGON )
) ss.
County of Marion )

I, Mark Tennyson, being first duly sworn, depose and say:

1. I am the Director of the Technology and Response Section of Oregon Emergency
Management, and have been with the State 9-1-1 Program in Oregon for four years.

2. 1 make this affidavit on personal knowledge and in association with the
submission of the parties’ joint testimony supporting the stipulation agreed on in this matter.

3. The State 9-1-1 Program is responsible for the administration of the legislative
mandate for statewide Enhanced 9-1-1 telephone services that allow uniform, prompt, and
efficient access to public and private safety services for the citizens of, and visitors to the State of
Oregon. OEM intervened in this matter for the limited purpose of raising issues that are directly

related to the filings in this matter that affect or impact 9-1-1 emergency reporting systems and

PSAPs in Oregon.
M
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4. The testimony in the joint testimony pertaining to 9-1-1 and E9-1-1 matters is true

and correct, and accurately sets forth the parties’ agreed statement on those matters.

W/—_
Mark Tennyson

Director, Technology and Response Section
Oregon Office of Emergency Management

SUBSCRIBED AND SWORN to before me this \E{ day of December 2011.
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I, Bob Jenks, being duly sworn on oath, depose and say:

1. My name is Bob Jenks. I am the Executive Director of the Citizens’ Utility Board .
of Oregon (CUB). Iam appearing in this proceeding as a witness for CUB. My
business address is 610 SW Broadway, Suite 400, Portland, Oregon, 97205.

2. Tam one of the sponsors of the “Joint Testimony of Virgin Mobile, Staff, CUB
and OEM in Support of Stipulation” including all Exhibits attached thereto.

3. The portion of the testimony that is my testimony and also my exhibit (Exhibit
104), that were previously filed, are true and accurate. My testimony would be

the same if given orally today as that reflected in the pre-filed joint testimony.
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