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Q. PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS 1 

ADDRESS. 2 

A. My name is Kay Marinos.  I am employed by the Public Utility Commission of 3 

Oregon (OPUC) as the Program Manager of the Competitive Issues Section in 4 

the Telecommunications Division.  My business address is 550 Capitol 5 

Street NE, Suite 215, Salem, Oregon 97301-2551.  6 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND WORK 7 

EXPERIENCE. 8 

A. My Witness Qualification Statement is found in previously submitted testimony 9 

in Exhibit Staff/101.  I have performed various types of work within the 10 

telecommunications industry for over 25 years.  My experience has been 11 

largely in the regulatory field, both within a telecommunications company, i.e., 12 

Verizon and its predecessor companies GTE, NYNEX and Bell Atlantic, and at 13 

the National Exchange Carrier Association (NECA) that provides service to all 14 

incumbent local exchange carriers in the U.S.  I have a Masters Degree in 15 

Economics, and have completed all of the required and elective coursework for 16 

a Ph.D. in the same subject.   17 

For the previous six years I have been the staff member at the Oregon 18 

Commission responsible for reviewing carrier applications for Eligible 19 

Telecommunications Carrier (ETC) designation and recommending approval or 20 

denial of the applications to the Commission.  I manage the annual 21 

recertification process for the continuance of federal universal service support 22 

funds to all current ETCs, including all incumbent local exchange carriers 23 
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(ILECs) in Oregon.  I was the lead staff in Docket UM 1217, in which the 1 

Commission established the current requirements for initial and continuing 2 

designation of federal ETCs in Oregon. The ETC applications that I reviewed 3 

include those from one competitive local exchange carrier (ComSpan) and four 4 

wireless carriers (Edge Wireless, Snake River PCS, AT&T Wireless fka 5 

Cingular Wireless, and LCW).  In addition, I served as state staff chair of the 6 

Federal-State Joint Board on Universal Service during development and 7 

release of that body’s recent recommendation on matters pertaining to the 8 

Lifeline program. 9 

Q. WHAT IS YOUR ROLE AND RESPONSIBILITY IN THIS DOCKET? 10 

A. I am the staff case manager in UM 1437.  As the case manager, I am 11 

responsible for Staff's overall recommendation in this docket.   12 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 13 

A. I present staff’s summary recommendations and provide an assessment of the 14 

extent to which TracFone meets the requirements for designation as a federal 15 

Eligible Telecommunications Carrier (ETC) in Oregon.  As case manager, I 16 

also address TracFone’s request for designation as an Eligible 17 

Telecommunications Provider (ETP) to participate in the Oregon Telephone 18 

Assistance Program (OTAP).  Further details relative to ETP requirements and 19 

the OTAP are provided by Mr. Cray in Exhibit Staff/400. 20 

Q. DID YOU PREPARE EXHIBITS FOR THIS DOCKET? 21 

A. Yes.  I prepared Exhibit Staff/301 through Exhibit Staff/310. 22 

Q. HOW IS YOUR TESTIMONY ORGANIZED? 23 
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A. My testimony is organized into five sections.  The first section is staff’s 1 

summary recommendation.  The second section addresses background and 2 

introductory information regarding ETC and ETP designations and how 3 

TracFone’s approach to Lifeline service offerings differs from other carriers.  4 

The third section summarizes the testimony of Mr. Cray regarding ETP 5 

requirements and the OTAP.  The fourth section addresses ETC requirements 6 

and whether TracFone’s application meets those requirements.  The final 7 

section addresses public interest considerations that are key to determining 8 

whether the Commission should grant TracFone’s requests for ETC and ETP 9 

designation.  A table of contents follows. 10 

 11 
  Summary Recommendation ………………………………………………       4 12 

Background and Introduction…..…………………………………………..      7 13 

ETP Requirements and the OTAP   ……………………………………….   14   14 

ETC Requirements …………………………………………………………..  16 15 

Public Interest Considerations ……………………………………………… 44 16 
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SUMMARY RECOMMENDATION 1 

Q.  WHAT IS STAFF’S SUMMARY RECOMMENDATION? 2 

A. Staff recommends the Commission deny TracFone’s request for ETC and ETP 3 

designation because its application fails to demonstrate that TracFone meets 4 

the ETC and ETP requirements in Oregon.       5 

Q.  WHAT ARE THE OPTIONS OPEN TO THE COMMISSION IN THIS CASE?  6 

A. The Commission could adopt staff’s recommendation and deny TracFone’s 7 

application because it does not meet the current requirements for designation.  8 

Alternatively, the Commission could grant TracFone’s application, but require 9 

TracFone to demonstrate it can meet the requirements for which staff 10 

recommends against granting a waiver, in addition to any special conditions 11 

staff recommends.  Or the Commission could simply grant TracFone’s 12 

application as filed, along with all the waivers TracFone requests, assuming the 13 

Commission can waive the ETP rules.   14 

Q.  DOES THIS CASE INVOLVE ISSUES THE COMMISSION HAS NOT 15 

FACED BEFORE? 16 

A. It does.  TracFone presents a business model not seen before in ETC 17 

applications in Oregon.    18 

Q.  HOW DOES TRACFONE DIFFER SIGNIFICANTLY FROM ETCS 19 

DESIGNATED TO DATE? 20 

A. First, TracFone owns none of the facilities it uses to provide service.  Second, 21 

TracFone proposes to offer only free Lifeline services.  Third, TracFone will not 22 

accept or flow-through to consumers the additional benefits available through 23 
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the OTAP.  Fourth, TracFone does not collect or remit E911 or RSPF 1 

surcharges from any of its customers. 2 

Q.  DO THESE DIFFERENCES RAISE THE NEW ISSUES TO WHICH YOU 3 

REFER? 4 

A. Yes.  First, the Commission must address the fact that TracFone may not be 5 

able to comply with some of the OTAP and ETP requirements because these 6 

requirements were written for carriers that own facilities and provide monthly 7 

billings to customers.  TracFone does neither.  Second, TracFone’s business 8 

plan means that it may not be supporting E911 and OTAP services through 9 

payment of associated surcharges. 10 

  The bottom line is that the company’s business model and its approach to 11 

offering Lifeline services do not fit the framework under which the current 12 

requirements for ETCs and ETPs were established in Oregon.  That is why 13 

TracFone requests waivers or exemptions from many of the current ETC and 14 

ETP requirements.   15 

Q.  DO YOU HAVE A RECOMMENDATION AS TO HOW THE COMMISSION 16 

SHOULD DEAL WITH TRACFONE’S BUSINESS PLAN? 17 

A. One approach that the Commission should consider is to deny this application 18 

for now, but open a generic investigation related to the need to update and 19 

revise current ETC and ETP rules and requirements for wireless resellers and 20 

providers proposing to offer free Lifeline services.  Other carriers with business 21 

models similar to TracFone’s also have ETC and ETP applications before the 22 

Commission.  A generic investigation would give all parties the opportunity to 23 
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provide input into formulating revised requirements, and could also deal with 1 

the payment of surcharges to support E911 and OTAP services.  2 

   3 
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BACKGROUND AND INTRODUCTION 1 

Q.  HAS STAFF PREVIOUSLY FILED TESTIMONY IN THIS DOCKET? 2 

A.   Yes, staff filed Staff/100 and Staff/200 on August 3, 2010 that addressed 3 

TracFone’s original application. 4 

Q.  HAS TRACFONE AMENDED ITS APPLICATION SINCE ITS ORIGINAL 5 

APPLICATION? 6 

A.   Yes, on January 7, 2011, TracFone filed a second amended application.   7 

Q. HOW DOES STAFF’S CURRENT TESTIMONY RELATE TO PREVIOUS 8 

TESTIMONY? 9 

A.   Staff’s testimony addresses information as it is presented in TracFone’s 10 

second amended application.  However, where information presented as 11 

exhibits in earlier testimony still remains relevant, Staff will refer to exhibits 12 

from its previously filed testimony. 13 

Q. WHY DOES TRACFONE SEEK ETC DESIGNATION FROM THE 14 

COMMISSION? 15 

A. TracFone seeks ETC designation solely to enable it to offer its Lifeline 16 

services (branded as SafeLink) to qualifying low-income consumers in 17 

Oregon, and to receive compensating support funds from the low-income 18 

portion of the federal universal service fund (FUSF) in return.  The Telecom 19 

Act grants the authority to make such designations to state commissions, 20 

even though the funds disbursed are federal funds.  ETC designation also 21 

enables a carrier to obtain support from the high-cost portion of the FUSF.  22 

Unlike most other Oregon ETCs, TracFone does not seek designation for 23 
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the purpose of receiving high-cost support.  TracFone cannot receive high-1 

cost support because it has no network of its own for which to claim or use 2 

such support.    3 

Q. WHY DOES TRACFONE SEEK ETP DESIGNATION FROM THE 4 

COMMISSION? 5 

A. ETP designation is necessary to participate in the OTAP, and OTAP 6 

participation is one of several requirements for ETC designation.   7 

Q. HAS ANY ETC EVER BEEN GRANTED A WAIVER OF THE ETP 8 

REQUIREMENT? 9 

A. No ETC to date has been designated without also receiving ETP 10 

designation and participating in the OTAP.  11 

Q. WHAT ARE THE REQUIREMENTS FOR ETC AND ETP DESIGNATION? 12 

A. The Commission established the requirements for ETC designation in 13 

docket UM 1217, Order No. 06-292.  Requirements for ETP status and the 14 

OTAP are in Division 33 of the Oregon Administrative Rules for the 15 

Residential Service Protection Fund (RSPF), the program that funds the 16 

OTAP, as well as the Telecommunications Access Program (TDAP) and 17 

Oregon Telecommunications Relay Service (OTRS).    18 

Q. DOES TRACFONE MEET ALL THE REQUIREMENTS FOR BOTH ETC 19 

AND ETP DESIGNATION? 20 

A. No.  TracFone does not meet several of the applicable requirements for 21 

ETC and ETP designation and in some cases requests a waiver from 22 

specific requirements.  Staff discusses each ETC and ETP requirement, 23 
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whether TracFone’s application meets the requirement, and if a waiver from 1 

any specific requirement should be granted.     2 

Q. WHY DO YOU BELIEVE TRACFONE CANNOT MEET SEVERAL OF THE 3 

COMMISSION’S ETP AND ETC REQUIREMENTS?   4 

A   TracFone’s business model, while not entirely unique, is relatively new.  Its 5 

business model is centered on using funds from the FUSF to provide a free 6 

handset and monthly allotment of minutes to its wireless customers.  In this 7 

respect, TracFone’s approach is quite different from the ILEC and wireless 8 

carriers that the Commission has designated to date.  In addition, unlike any 9 

other ETCs in Oregon, TracFone does not own the network it uses to provide 10 

services.   11 

Q. IN WHAT WAYS DOES TRACFONE DIFFER FROM OTHER CARRIERS 12 

GRANTED ETC STATUS IN OREGON?  13 

A. TracFone differs in several ways and those will be discussed more fully in 14 

my testimony.  At this time, I will summarize the major differences.  First, 15 

TracFone is a Mobile Virtual Network Operator (MVNO), otherwise known 16 

as a pure reseller of wireless services.  It owns no facilities, but provides 17 

service over the networks of other carriers.  Second, TracFone proposes to 18 

offer only a subset of its service offerings to Lifeline customers in Oregon.  19 

In that regard, it is also the first ETC/ETP applicant proposing to offer free 20 

Lifeline/OTAP services.  Third, TracFone states that it will not accept and 21 

flow-through the additional $3.50 of Lifeline benefits made available to low-22 

income consumers in Oregon.  Fourth, under TracFone’s plan, it will not pay 23 
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the RSPF surcharge that is collected to fund the OTAP or the 911 surcharge 1 

that is collected to fund the 911 services that are available to all customers, 2 

including TracFone’s.        3 

Q.  DO YOU BELIEVE THE COMMISSION’S RULES AND OTHER 4 

REQUIREMENTS RELATED TO ETC AND ETP STATUS WERE 5 

DESIGNED TO WORK WITH A BUSINESS MODEL LIKE TRACFONE’S?   6 

A. No, they were not.  The rules and requirements were developed in an earlier 7 

time, before the FCC granted forbearance to TracFone (or any other pure 8 

resellers), and before any carriers had the idea to offer free services equal to 9 

the amount of support they could receive from the FUSF.   10 

Q. SHOULD THE COMMISSION WAIVE THE RULES AND REQUIREMENTS 11 

THAT DO NOT APPLY DUE TO TRACFONE’S BUSINESS MODEL?   12 

A. Yes, but only if it determines that the requirements are not necessary to meet 13 

the goals of the Lifeline and OTAP programs, e.g., ensuring that customers 14 

receive high quality services at reasonable rates.  Furthermore, the offering of 15 

such services should not unfairly burden other customers or discriminate 16 

against other ETCs. 17 

Q. PLEASE EXPLAIN.   18 

A. Just because our rules and requirements do not fit with TracFone’s business 19 

model does not automatically imply that the Commission should deny 20 

TracFone’s application nor does it imply that all requirements should be 21 

waived.  It does complicate the analysis and decisions that need to be made.  22 

This is precisely why I recommend the Commission, should it not approve 23 
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TracFone’s application at this time, open a generic investigation to determine 1 

the need to revise or amend ETC and ETP rules and requirements to 2 

accommodate Lifeline providers that are pure resellers or that propose to offer 3 

free Lifeline services.   4 

Q. HAS THIS COMMISSION PREVIOUSLY GRANTED SIMILAR WAIVERS 5 

TO ANY ETCS OR ETPS?     6 

A. No, not to my knowledge.  No previous ETC applicants requested waivers of 7 

either ETC or ETP requirements as they were able to meet the applicable 8 

requirements at the time of their designations. 9 

Q. WHAT BENEFIT WOULD THERE BE TO A GENERIC INVESTIGATION IF 10 

THE COMMISSION DID NOT APPROVE TRACFONE’S APPLICATION?   11 

A. TracFone’s business model appears to be one that others have emulated.  The 12 

Commission has recently received applications for ETC and ETP status from a 13 

number of companies that have business models that are similar to 14 

TracFone’s.  A generic investigation would allow the Commission the 15 

opportunity to amend its rules and requirements to better fit a new and evolving 16 

business opportunity with feedback from all of the affected companies and 17 

other interested parties. 18 

Q. PLEASE TELL ME MORE ABOUT TRACFONE’S EXISTING SERVICE IN 19 

OREGON.     20 

A. TracFone offers wireless calling service that is “prepaid.”  That is, the customer 21 

must purchase a TracFone handset and pay for usage (airtime minutes) either 22 

by ordering on-line, using a credit card, or buying TracFone calling cards.  23 
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TracFone does not have any local service centers, but retails its services 1 

through stores such as Walmart and Sears. TracFone has several service 2 

offerings that are available on a monthly basis, including Net10 and 3 

StraightTalk.  The latter service bundles unlimited calling and texting with 4 

internet access for $45.00 per month.   5 

Q. WILL TRACFONE OFFER LIFELINE/OTAP DISCOUNTS ON THESE 6 

SERVICES TO ELIGIBLE LOW-INCOME CUSTOMERS?  7 

A. No, these service plans will not be available to Lifeline customers under 8 

TracFone’s proposed plan.  TracFone does not intend to provide Lifeline 9 

discounts on its existing services.  Instead, TracFone intends to provide only 10 

newly developed free Lifeline plans to eligible customers.  Customers will 11 

have a choice of three free calling plans, each with different calling 12 

allotments.  TracFone will provide a free handset to each customer.   13 

Q. HOW MANY FREE MINUTES PER MONTH WILL BE OFFERED IN EACH 14 

PLAN?  15 

A.   The first plan includes 250 free minutes each month of domestic calling 16 

(with no carry-over of unused minutes), with texting included at a rate of one 17 

text per minute of airtime.  Plan 2 includes 125 free minutes each month of 18 

domestic calling (which can be carried over to the next month if unused), 19 

with texting included at a rate of one text per minute of airtime. Plan 3 20 

includes 68 free minutes (with roll-over of unused minutes), with 21 

international calling included, and texting at a rate of 3 texts per minute of 22 

airtime. 23 
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Q. WHAT RATE WILL LIFELINE CUSTOMERS PAY IF THEY WISH TO 1 

PURCHASE ADDITIONAL MINUTES BEYOND THE FREE ONES?   2 

A. TracFone’s application on page 25 states that its Lifeline customers can 3 

purchase additional usage cards at a rate of $0.10 per minute.  However, it 4 

does not explain the minimum number of minutes that must be purchased 5 

with each card.  6 

   7 

8 
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ETP REQUIREMENTS AND THE OTAP 1 

Q. PLEASE SUMMARIZE STAFF’S CONCLUSIONS REGARDING 2 

TRACFONE’S ABILITY TO MEET THE ETP REQUIREMENTS.    3 

A. TracFone cannot meet many of the key requirements for ETP status.  As 4 

discussed in Mr. Cray’s testimony, TracFone does not meet the definition of 5 

an ETP in the Oregon Administrative Rules.  See Exhibit Staff/400, Cray/9-6 

32.  TracFone does not have its own facilities as required by the rules, and it 7 

has not requested a waiver of the ETP rules for this requirement.  TracFone 8 

does not intend to collect RSPF surcharges or contribute to the costs that 9 

will be incurred by the OTAP as a direct consequence of its designation.  10 

TracFone will not fully participate in the OTAP or accept and flow-through to 11 

qualifying customers the $3.50 of state-mandated support that is made 12 

available by the OTAP.  TracFone will not provide OTAP benefits to 13 

consumers who may wish to purchase other TracFone service offerings.   14 

Q. WILL TRACFONE’S PARTICIPATION IN THE OTAP RESULT IN 15 

INCREASED COSTS TO THE PROGRAM?  16 

A. Yes.  Considerable OTAP staff time is devoted to processing applications, 17 

and verifying customer eligibility – both on an initial and ongoing basis.  18 

TracFone’s offerings have proven popular in other states, so it appears that 19 

it would similarly have many customers in Oregon.  TracFone itself 20 

estimates that it will bring a significant number of new customers into the 21 

OTAP.  Mr. Cray addresses the impacts on the OTAP in his testimony. See 22 

Exhibit Staff/400, Cray/33-37.  23 
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Q. WILL TRACFONE PAY INTO RSPF LIKE OTHER ETPS?  1 

A. No.  At this point, TracFone declines to pay the RSPF surcharge, although it 2 

has indicated that it may consider some other compensation arrangement.  3 

The result is that the program may have a difficult time absorbing the 4 

additional costs associated with TracFone’s Lifeline offering.  Mr. Cray 5 

addresses the RSPF surcharge in detail in his testimony.  See Exhibit 6 

Staff/400, Cray/12-15.  7 

8 



Docket UM 1437 Staff/300 
 Marinos/16 

 

ETC REQUIREMENTS 1 

Q.  WHAT IS AN ETC? 2 

A. An Eligible Telecommunications Carrier or ETC is a carrier that is eligible under 3 

the Telecommunications Act of 1996 (the Act) to receive Federal Universal 4 

Service Fund (FUSF) support.  See 47 USC § 214 (e).  Section 214(e)(2) of the 5 

Act gives state commissions the primary responsibility for granting ETC 6 

designation.   7 

Q. WHAT IS THE PURPOSE OF THE FUSF? 8 

A. The purpose of the FUSF is to provide support to further the goals of universal 9 

service as set forth in the Act.  These include the provision of quality 10 

telecommunications services at just, reasonable and affordable rates, and 11 

ensuring that consumers in all regions of the country, including those in rural 12 

areas and those with low incomes, have access to services that are reasonably 13 

comparable to services available in urban areas.        14 

Q. WHAT ARE THE REQUIREMENTS FOR ETC DESIGNATION IN 15 

OREGON?  16 

A. The Commission established requirements for ETC designation in Order 17 

No. 06-292, after considering requirements set forth in the Act and other 18 

requirements imposed by the FCC.  These requirements were adopted to 19 

demonstrate that the ETC applicant meets the general conditions for 20 

designation in Section 214(e) of the Act.  Requirements are summarized in 21 

Appendix A of Order No. 06-292 and are included in my testimony as Exhibit 22 

Staff/301 for ease of reference. 23 
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Q. WHAT DOES SECTION 214(E) OF THE ACT REQUIRE?   1 

A.  The Act requires that an ETC offer and advertise its supported services 2 

throughout its designated service area, with service provided through the use 3 

of either its own facilities or a combination of its own facilities and resale of 4 

another carrier’s services.     5 

Q. IN ADDITION TO REQUIREMENTS FOR INITIAL DESIGNATION, ARE 6 

THERE ONGOING REQUIREMENTS AN ETC MUST AGREE TO MEET?   7 

A.  Yes.  An ETC must continue to meet its responsibilities for the duration of its 8 

designation.   9 

Q. HOW ARE THE ONGOING REQUIREMENTS ENFORCED?   10 

A.  ETCs must file reports by July 15 of each year to demonstrate that they have 11 

complied with requirements during the past year.  Filing of acceptable reports 12 

is required if the ETC wishes to retain designation for the coming year.   13 

Q. WHAT HAPPENS IF AN ETC CANNOT MEET ALL OF THE ONGOING 14 

REQUIREMENTS?   15 

A.  If an ETC applicant cannot meet the reporting requirements, e.g., it cannot 16 

report certain numbers or measures required, the applicant must show good 17 

cause, prior to designation, as it why it should receive an exemption from any 18 

particular requirement.  If an ETC, after receiving designation, does not fulfill 19 

the reporting requirements by the July 15 deadline, it may have its designation 20 

revoked by the Commission.   21 

Q. WHAT TYPES OF FUSF SUPPORT ARE AVAILABLE TO AN ETC?  22 
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A. There are two types of support available to ETCs.  The first is “high-cost” 1 

support.  This support is intended to meet the goals of universal service by 2 

subsidizing telephone services in “high-cost” areas of the country, 3 

predominantly rural areas, where it is expensive to provide service.  This 4 

support helps carriers maintain and improve networks in these areas and keep 5 

rates comparable to those in the urban or lower-cost areas.  Historically, most 6 

ETC applicants were primarily interested in receiving high-cost support.    7 

  The second type of support available to ETCs is “low-income” support.  This 8 

support is intended to help make telephone service more affordable for low-9 

income consumers through lower rates for local exchanges services.  It 10 

appears that the most recent spate of ETC applicants throughout the country is 11 

not interested in high-cost support, but rather, seeks ETC designation only for 12 

low-income support.             13 

Q. WILL TRACFONE CLAIM BOTH TYPES OF FUSF SUPPORT?   14 

A. No.  TracFone requests designation as an ETC for the purpose of claiming only 15 

low-income support.  Since TracFone does not own any of the facilities that it 16 

uses to provide telecommunications services, i.e., it has no network of its own, 17 

it cannot claim high-cost support. 18 

Q. WHAT TYPE OF SUPPORT IS AVAILABLE THROUGH THE FUSF LOW-19 

INCOME FUND?  20 

A. The low-income fund support is largely of two types.  The first type of 21 

support, called “Lifeline” support, is a monthly recurring amount of support 22 

to each qualifying subscriber.  It does not go directly to the subscriber, but 23 
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rather to the subscriber’s carrier offering Lifeline service (an ETC).  The 1 

ETC credits the subscriber’s bill (reduces the normal rate) for the Lifeline 2 

support amount, and submits a corresponding claim for reimbursement to 3 

the fund administrator, the Universal Service Administrative Company 4 

(USAC).  The amount of Lifeline support available for each qualifying low-5 

income consumers is determined by a series of computations described in 6 

Mr. Cray’s testimony.  See Staff/400, Cray/14-15.  The second type of 7 

federal low-income fund support is called Link Up and it is intended to 8 

provide support to defray costs to the low-income consumer associated with 9 

initial service establishment (e.g., installation charges).          10 

Q. WILL TRACFONE CLAIM BOTH LIFELINE AND LINK UP SUPPORT 11 

FUNDS? 12 

A. No.  TracFone will claim only Lifeline support.  It cannot claim Link Up 13 

support because it charges no initial connection fees for new service.   14 

Q. DO REQUIREMENTS FOR ETC DESIGNATION DIFFER DEPENDING ON 15 

THE TYPE OF FUSF SUPPORT THE ETC RECEIVES?  16 

A. The requirements are generally the same, but there is one exception. The 17 

Commission determined in Order No. 06-292 that the requirements should 18 

generally not vary by the type of support (high-cost or low-income) that the 19 

ETC receives.  ETCs are obligated to provide reliable, high-quality, and 20 

affordable services to all their customers, regardless of the customer’s income 21 

or the area in which they live.  However, only ETCs receiving high-cost support 22 

are required to demonstrate the use of that support by submitting network 23 
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improvement plans, as high-cost support is to be used to improve and expand 1 

an ETC’s network.  In contrast, low-income support is to be flowed through, in 2 

its entirety, to qualifying low-income (Lifeline) consumers in the form of 3 

discounts on their local exchange services provided by ETCs.  Because the 4 

low-income support is not intended to be used for network purposes, there is 5 

no need for network improvement plans.    6 

  Additionally, to the extent that affidavits or copies of certifications are required 7 

that relate only to high-cost support (e.g., requirements 5.1, 5.2), an ETC 8 

requesting only low-income support would not be expected to include those in 9 

its application.    10 

Q. DOES TRACFONE DIFFER SIGNIFICANTLY FROM OTHER ETCS THE 11 

COMMISSION HAS DESIGNATED TO DATE?  12 

A. Yes, as pointed out previously, TracFone differs in several significant ways.  13 

First, TracFone provides service by reselling the service of other wireless 14 

carriers.  It does not have its own network facilities.  As a pure reseller, 15 

TracFone was prohibited by Section 214(e) of the Telecom Act from receiving 16 

ETC designation.  However, TracFone sought, and the FCC granted, 17 

forbearance from the Act’s facilities requirement.  See FCC 05-165 18 

(Forbearance Order) included as Exhibit 3 to TracFone’s Second Amended 19 

Application.  It is not clear whether Oregon must acknowledge the forbearance.  20 

However, it is clear that a wireless carrier that does not own its own network 21 

may be unable to meet certain ETC responsibilities that are associated with 22 

network service quality.    23 
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  Second, TracFone’s proposal for Lifeline/OTAP services does not fit the 1 

current framework or requirements of the OTAP.  Many issues remain to be 2 

ironed out regarding whether TracFone can meet the requirements for ETP 3 

status.  If a carrier cannot meet ETP designation requirements, it cannot be 4 

granted ETC status.      5 

  Third, unlike other ETCs, neither TracFone, nor any of its customers, pay to 6 

support the 911 services they use in Oregon.  TracFone’s designation is likely 7 

to cause significant incremental demands and costs on the 911 system for 8 

which its customers will not pay.  The additional costs would have to be borne 9 

by other telephone users who do pay the surcharge.     10 

Q. DO THESE DIFFERENCES IMPACT WHETHER TRACFONE CAN MEET 11 

THE CURRENT ETC DESIGNATION REQUIREMENTS?   12 

A. Yes, they do.  Based largely on these differences, TracFone requests waivers 13 

of many requirements for ETC designation.  In the following pages, I address 14 

each of the requirements for designation and provide an assessment of 15 

TracFone’s ability to meet them. TracFone’s differences also raise concerns 16 

regarding whether granting designation is in the public interest.  I address 17 

public interest considerations in the final section of my testimony.   18 

 19 
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INITIAL DESIGNATION REQUIREMENTS FOR ETC STATUS 1 

Q. DOES TRACFONE MEET THE REQUIREMENTS FOR ETC 2 

DESIGNATION IN OREGON? 3 

A. No.  TracFone does not meet all of the requirements for ETC designation in 4 

Oregon.  In some instances, TracFone asks the Commission to waive those 5 

requirements.  In other instances, it does not. 6 

Q. HOW DID STAFF ARRIVE AT THIS CONCLUSION? 7 

A. Staff compared information contained in TracFone’s second amended 8 

application with the list of ETC requirements attached to Order No. 06-292 in 9 

Appendix A.  In addition, staff reviewed TracFone’s responses to data requests 10 

submitted by staff and CUB.  See Exhibit Staff/301 for a copy of the 11 

Appendix A requirements.   12 

Q. PLEASE DISCUSS THE FIRST ETC REQUIREMENT.  13 

A.   The first requirement is that the ETC be a common carrier that provides 14 

services over its own facilities, either in whole or in part.  TracFone does not 15 

meet this requirement.  Although it is a common carrier, TracFone is a pure 16 

reseller and owns no facilities.   17 

Q. WHAT IS THE IMPACT OF TRACFONE BEING A PURE RESELLER?  18 

A. Section 214(e)(1)(A) of the Communications Act, as amended, requires ETCs 19 

to offer services, at least in part, over their own facilities.  Consistent with this 20 

requirement, Section 54.201(i) of the FCC rules prohibits the designation as an 21 

ETC of any carrier that offers services exclusively through the resale of another 22 

carrier’s services.    23 
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Q. HOW DOES TRACFONE MEET THE FEDERAL REQUIREMENT YOU 1 

JUST DISCUSSED?  2 

A. The FCC granted TracFone forbearance from the facilities requirement in 3 

Order 05-165 dated September 8, 2005.  See Forbearance Order included as 4 

Exhibit 3 in TracFone’s Second Amended Application.  5 

Q.  DID THE FCC IMPOSE ANY REQUIREMENTS IN ITS FORBEARANCE 6 

ORDER?  7 

A.  Yes.  The Forbearance Order requires TracFone to:   8 

a) provide customers with 911 and E911 access regardless of activation 9 

status and availability of prepaid minutes;  10 

b) provide customers with E911-compliant handsets and replace, at no 11 

additional charge, non-compliant handsets of existing customers who 12 

obtain Lifeline service; 13 

c) comply with conditions a) and b) as of the date it provides Lifeline 14 

service;  15 

d) obtain a certificate from each Public Safety Answering Point (PSAP) 16 

confirming compliance with a) where Lifeline service is offered 17 

(FCC 09-17 modified this to allow TracFone to self-certify, with 18 

documentation from underlying carriers, if PSAPs do not act within 90 19 

days); 20 

e) require customers to self-certify, under penalty of perjury, at time of 21 

service activation and annually thereafter that they are the head of 22 
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household and receive Lifeline service only from TracFone (penalties for 1 

perjury must be clearly stated on the certification form);   2 

f) establish safeguards to prevent customers from receiving multiple 3 

TracFone Lifeline subsidies at the same address (TracFone must track 4 

the customer’s primary residential address and prohibit more than one 5 

TracFone Lifeline service at each residential address); and, 6 

g) have direct contact with its Lifeline customer (phone, fax, internet, in-7 

person) when establishing initial and continued eligibility.  (The customer 8 

may purchase handsets at retail outlets, e.g., Walmart, but must deal 9 

directly with TracFone to certify and verify customer’s eligibility.)   10 

Q. DID THE FCC’S FORBEARANCE ORDER MODIFY OREGON’S ETC 11 

REQUIREMENTS? 12 

A.  No.  However, TracFone asserts that the Oregon Commission is required to act 13 

in accordance with the FCC’s forbearance order.  See TracFone’s second 14 

amended application, pages 6-7.  15 

Q.  HAS TRACFONE’S ASSERTION THAT THE FCC’S FORBEARANCE 16 

ORDER BINDS A STATE COMMISSION BEEN UNIVERSALLY 17 

ACCEPTED?  18 

A.  No.  The Oklahoma Corporation Commission (OCC) found that “Since the FCC 19 

lacks the authority to designate an ETC in Oklahoma, it is illogical to draw the 20 

conclusion that the Forbearance Order must be construed to apply to the 21 

Oklahoma Commission’s requirements for ETC designation.”  See Exhibit 22 

Staff/115 submitted in previous testimony.      23 
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Q.  DID TRACFONE REQUEST A WAIVER OF THIS OREGON ETC 1 

REQUIREMENT? 2 

A.  No.  A waiver of this requirement was not included in TracFone’s list of waiver 3 

requests in Exhibit 2 of its second amended application.  4 

Q.  DO YOU RECOMMEND THE COMMISSION ENFORCE THIS 5 

REQUIREMENT FOR ETC DESIGNATION? 6 

A.   No.  Should the Commission determine it wishes to grant ETC and ETP status 7 

to TracFone, I recommend the Commission not require TracFone to provide 8 

services using its own facilities per the ETC requirements.  However, in this 9 

event, staff recommends the Commission impose conditions a) through d), as 10 

well as f) of the FCC Forbearance Order.  Additionally I note that there is a 11 

similar requirement to own facilities in the ETP rules and the Commission must 12 

deal with the same issue there.   13 

Q.  WHY DO YOU NOT RECOMMEND THE COMMISSION IMPOSE 14 

CONDITIONS E) AND G) OF THE FCC’S FORBEARANCE ORDER? 15 

A.   Requirements e) and g) of the Forbearance Order conflict with the certification 16 

and verification procedures used in the OTAP process.  In granting 17 

forbearance, the FCC required TracFone to file a compliance plan.  In the plan, 18 

TracFone stated that it “will comply with all certification and verification 19 

requirements for Lifeline eligibility established by states where it is designated 20 

as an ETC.”  See TracFone’s Compliance Plan, page 14, included in previous 21 

testimony as Exhibit Staff/116.   22 

Q. PLEASE DISCUSS THE SECOND ETC REQUIREMENT.  23 
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A.   The second requirement is a demonstration of an applicant’s commitment and 1 

ability to provide all the supported services.  This requirement has five sub-2 

requirements (2.1 - 2.5).  TracFone meets all of the sub-requirements except 3 

2.4.  However, I note that sub-requirement 2.3 has a related requirement in the 4 

ETP rules that may not be met by this filing.    5 

Q. PLEASE EXPLAIN.   6 

A.   Sub-requirement 2.3 requires the applicant to identify and describe each of its 7 

service plans that will quality for FUSF support.  TracFone proposes to offer 8 

only three plans that will qualify for FUSF Lifeline support.  Since it has 9 

identified these plans, it technically meets the ETC requirement.1  However, 10 

TracFone’s proposed Lifeline offerings are not in accordance with OTAP rules.  11 

See Staff/400, Cray/15-18.    12 

Sub-requirement 2.4 requires a demonstration that the applicant will offer a 13 

local usage plan that is comparable to the basic local service offerings of the 14 

ILEC in the proposed designated service areas.  ILECs in Oregon are required 15 

to offer a flat-rated unlimited local usage plan.  TracFone offers two unlimited 16 

usage service plans – Net10 and StraightTalk.   However, it appears that 17 

TracFone does not intend to make either of these unlimited usage plans 18 

available to Lifeline/OTAP customers.  TracFone should be required to offer 19 

Lifeline discounts on these unlimited plans to meet sub-requirement 2.4.  20 

Q. PLEASE DISCUSS THE THIRD ETC REQUIREMENT.  21 

                                            
1 TracFone’s proposed Lifeline offerings include the ability to use free minutes for international calling 
and texting.  These services are not included in the FCC’s list of supported services in C.F.R. § 
54.101.  However, the FCC has failed to address this issue to date in approving TracFone’s ETC 
designations.  
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A.  The third requirement is that an applicant demonstrates its commitment and 1 

ability to provide the supported services throughout its proposed designated 2 

service area.  This requirement has three sub-requirements.  The first two sub-3 

requirements entail an explicit identification of the proposed designated service 4 

area through two means:  3.1) a map showing the proposed designated service 5 

area overlaid on the boundaries of ILEC wire centers, and 3.2) a list of wire 6 

centers that will comprise the designated service area.  The third sub-7 

requirement (3.3) is a commitment to provide service to any requesting 8 

customers throughout the entire designated service area.    9 

Q. WHAT CONSTITUTES AN ETC’S PROPOSED DESIGNATED SERVICE 10 

AREA PURSUANT TO ETC REQUIREMENT 3.1?  11 

A. A designated service area is the area for which an ETC is designated by the 12 

Commission to receive FUSF support.  It is the area within which the ETC must 13 

abide by all requirements of its ETC designation.  For instance, an ETC must 14 

offer the supported services (in TracFone’s case, Lifeline services) to every 15 

requesting customer throughout its entire designated service area.  The ETC 16 

applicant must clearly define its proposed designated service area so that the 17 

Commission and potential Lifeline customers know exactly where Lifeline 18 

services will be available.  Further, the Commission and the USAC, the entity 19 

responsible for distributing FUSF support, must know exactly where the ETC is 20 

authorized to be reimbursed for its services from the federal universal service 21 

fund.  An ETC cannot claim, or receive, support for any customers that reside 22 

outside the area where it is designated.  Finally, an ETC receives support 23 
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based on the ILEC area in which its customer resides.  Therefore, the ETC 1 

must clearly identify the ILEC areas in which it wishes to be designated.             2 

Q. DOES TRACFONE DEFINE ITS PROPOSED DESIGNATED SERVICE 3 

AREA?   4 

A.   Only in general terms, and not in the required detail. TracFone’s second 5 

amended application (page 18) states that TracFone requests designation 6 

“statewide in all exchanges to the extent that its underlying carriers have 7 

facilities and coverage.” 2     8 

Q. DOES TRACFONE’S APPLICATION INCLUDE THE REQUIRED LIST OF 9 

WIRE CENTERS PURSUANT TO ETC REQUIREMENT 3.2?  10 

A.   TracFone has attempted several times to provide a list of wire centers, and 11 

staff has offered its assistance.  In an attempt to clarify the wire centers where 12 

TracFone wishes to be designated, staff compared the most recent TracFone 13 

list of rate centers with a TracFone-provided wireless coverage map and found 14 

that the two are inconsistent.  Staff continues to offer its assistance in 15 

developing a list of wire centers that accurately reflects where TracFone seeks 16 

designation in Oregon.   17 

Q. HAS TRACFONE SUBMITTED THE REQUIRED MAP SHOWING ITS 18 

PROPOSED DESIGNATED SERVICE AREA OVERLAID ON THE 19 

BOUNDARIES OF THE ILEC WIRE CENTERS? 20 

                                            
2 In addition, TracFone does not indicate whether it will include Tribal Lands within its designated 
service area.  If Tribal Lands are included, TracFone should be required to offer the maximum Tribal 
Lifeline benefits available to qualifying low-income consumers living on Tribal Lands. 
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A.   No. TracFone’s application did not include such a map.  TracFone’s application 1 

requests a waiver of this map requirement on the grounds that it does not have 2 

access to a map of ILEC wire centers.  Staff suggested to TracFone that it 3 

address this issue as other ETC applicants have, i.e., request and utilize the 4 

Oregon exchange map as published by the Oregon Telecommunications 5 

Association (OTA).  Staff continues to offer its assistance with TracFone’s 6 

efforts to develop a wire center list and maps that are consistent and 7 

adequately reflect the areas that comprise TracFone’s proposed designated 8 

service area. 9 

Q. SHOULD THE COMMISSION GRANT TRACFONE’S WAIVER REQUEST 10 

REGARDING THE SUBMISSION OF A WIRE CENTER LIST AND A MAP 11 

AS REQUIRED IN THE ORDER?   12 

A.   No.  Other wireless ETCs have been able to meet the map and wire center 13 

requirements.  The specific identification of an ETC’s designated service area 14 

is a critical requirement for designation.  If TracFone cannot identify its 15 

proposed designated service area, it cannot accurately claim Lifeline support 16 

for its eligible Lifeline customers as support amounts are based on ILEC study 17 

areas.  Furthermore, TracFone cannot offer Lifeline service to customers in 18 

areas where its underlying carriers do not provide service, i.e., where the 19 

customer cannot send or receive calls from its Lifeline-supported phone.  20 

TracFone has yet to explain how the Commission will know with any degree of 21 

certainty exactly where TracFone will be authorized to provide Lifeline services 22 

and where its Lifeline phones will actually work.   23 
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Q. DOES TRACFONE COMMIT TO OFFERING THE SUPPORTED 1 

SERVICES THROUGHOUT ITS PROPOSED DESIGNATED SERVICE 2 

AREA IN COMPLIANCE WITH THE FINAL PART OF THE THIRD 3 

REQUIREMENT?  4 

A.   No, it does not.  TracFone requests a waiver of this requirement on the basis 5 

that “it can only comply with requests for service within its underlying carriers’ 6 

service areas” because it has no facilities of its own.  TracFone also implies 7 

that the requirement is only relevant for ETCs that have their own networks and 8 

receive high cost support.  See TracFone Second Amended Application, 9 

Exhibit 2, page 11.  10 

Q. SHOULD THE COMMISSION GRANT A WAIVER FROM THIS 11 

REQUIREMENT?   12 

A.   No.  This Commission should not provide support to TracFone for a customer 13 

in an area where TracFone cannot provide service.  If TracFone cannot provide 14 

service in a particular area, then that area must be excluded from TracFone’s 15 

designated service area.  This is especially important in TracFone’s case 16 

because it cannot build out facilities to serve customers, as it has no network of 17 

its own.  TracFone is incorrect in asserting that this requirement applies only to 18 

ETCs that receive high cost support.  Staff continues to offer its assistance in 19 

properly defining TracFone’s designated territory, but cannot support shifting 20 

the responsibility away from TracFone and on to the Commission to determine 21 

the exact boundaries of TracFone’s proposed designated service area.       22 

Q.  PLEASE EXPLAIN THE FOURTH DESIGNATION REQUIREMENT. 23 
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A.  The fourth requirement is a description of facilities that an applicant will use to 1 

offer services.       2 

Q. DOES TRACFONE’S APPLICATION MEET THIS REQUIREMENT? 3 

A.   Not entirely.  This requirement has three sub-requirements. Tracfone’s 4 

application meets the first and third sub-requirement by explaining that it 5 

has no facilities of its own, but resells the networks of Verizon Wireless, 6 

AT&T Mobility and T-Mobile.  However, TracFone does not meet the second 7 

sub-requirement.   8 

Q. PLEASE EXPLAIN. 9 

A.   The second sub-requirement is a map of network coverage and wireless signal 10 

strengths.  This map differs from the map required under 3.2.  That map should 11 

depict TracFone’s designated service area as it relates to ILEC service areas.  12 

The map required here must show the areas where TracFone actually has 13 

wireless coverage in Oregon.  TracFone’s application includes a coverage 14 

map, but not a map indicating signal strengths.  However, the coverage map 15 

TracFone submitted with its application indicates TracFone has no coverage in 16 

some areas it proposes to include in its designated service area.  As noted 17 

previously, it appears that TracFone has difficulties determining where its 18 

supported services will be available.      19 

Q. DOES TRACFONE REQUEST A WAIVER OF THIS REQUIREMENT?   20 

A.   Yes.  On page 11 of Exhibit 2 of its second amended application, TracFone 21 

requests a waiver of requirement 4.2 on the basis that it does not have access 22 

to the information, which belongs to its underlying carriers.     23 
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Q. WHAT IS STAFF’S RECOMMENDATION REGARDING THE WAIVER 1 

REQUESTED FOR REQUIREMENT 4.2?    2 

A.   Staff recommends that the Commission grant a waiver only for the portion of 3 

the requirement pertaining to a map showing signal strengths.  Information 4 

regarding signal strengths is used to determine areas where carriers 5 

requesting high-cost support need funds to improve service where signal is 6 

weak or non-existent.  TracFone is not requesting high-cost support.  However, 7 

staff does not support a waiver of the requirement to submit a map of network 8 

coverage.   9 

Q. IS THERE ANYTHING ELSE YOU WISH TO ADD REGARDING 10 

TRACFONE’S SUBMISSION OF A COVERAGE MAP?   11 

A.   Yes.  Clearly identifying the portions of Oregon where TracFone’s services 12 

qualify for support may be slightly more complicated than for other wireless 13 

carriers since TracFone does not supply its own facilities.  Furthermore, 14 

TracFone’s underlying carriers provide services using two different types of 15 

technology – GSM (AT&T, T-Mobile) and CDMA (Verizon).  TracFone provides 16 

different handsets depending on the prevalent wireless technology in a specific 17 

customer’s area; the handset must be compatible with the technology in the 18 

area.  A customer who receives a GSM phone in a CDMA coverage area will 19 

not be able to place or receive calls, unless there is also GSM coverage in the 20 

same area.  For this reason, the Commission should require TracFone to 21 

submit a coverage map for each of the two technologies utilized by its 22 

underlying carriers.  That is, one for GSM coverage and one for CDMA 23 
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coverage.  Further, because a customer’s coverage area differs depending on 1 

the type of handset TracFone gives them, TracFone should also explain how it 2 

decides which network a specific customer will be assigned to use and which 3 

handset it will give that customer.   4 

Q. PLEASE DISCUSS THE FIFTH ETC REQUIREMENT. 5 

A.  The fifth requirement, which includes several sub-requirements, pertains to a 6 

demonstration that the applicant will use high-cost support only for the intended 7 

purposes.  Since TracFone does not request high-cost support, this 8 

requirement is not applicable to TracFone. 9 

Q. PLEASE DISCUSS THE SIXTH ETC REQUIREMENT. 10 

A.   The sixth requirement is a demonstration of a commitment to advertise 11 

supported services throughout the service area.  TracFone sufficiently 12 

describes how it will advertise its Lifeline services.    13 

Q. PLEASE DISCUSS THE SEVENTH ETC REQUIREMENT. 14 

A.   This ETC requirement is met by committing to offer and advertise the 15 

required low-income services.  It is unclear if TracFone meets this 16 

requirement.  Although TracFone states its commitment to offering and 17 

advertising Lifeline and OTAP services, TracFone will not offer Lifeline and 18 

OTAP services in compliance with OTAP rules.  The details regarding 19 

TracFone’s non-compliance with OTAP rules are addressed in Mr. Cray’s 20 

testimony, Exhibit Staff/400, Cray/9-32.   21 

Q. PLEASE DISCUSS THE EIGHTH ETC REQUIREMENT. 22 
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A.   To meet this requirement a provider must demonstrate its ability to remain 1 

functional in emergencies.  This requirement has two sub-requirements.  The 2 

first relates to back-up power, traffic re-routing abilities, and management of 3 

traffic spikes.  The second relates to E911 deployment and compliance.  4 

TracFone does not meet this requirement.   5 

Q. DOES TRACFONE REQUEST A WAIVER OF THIS REQUIREMENT?   6 

A.  Yes, TracFone requests waivers of both sub-requirements on the grounds that 7 

it does not own the networks it uses to provide service and therefore cannot 8 

take responsibility for the functioning of the networks during emergencies.   9 

Q. SHOULD THE COMMISSION WAIVE THE FIRST SUB-REQUIREMENT?   10 

A.   No.  One rationale for Lifeline service is to enable low-income consumers to 11 

have access to a phone for use in personal or public emergencies.  If a Lifeline 12 

customer has service from TracFone, it forgoes the opportunity to have service 13 

from another ETC that may be able to meet this requirement.  An ETC must be 14 

able to remain functional in emergencies; it must demonstrate that the network 15 

used to provide services has sufficient backup power, the means to reroute 16 

traffic, and the ability to manage traffic spikes during emergencies.   TracFone 17 

should be required to provide information from its underlying carriers to 18 

demonstrate that they each meet this condition.    19 

Q. SHOULD THE COMMISSION GRANT A WAIVER OF THE SECOND SUB-20 

REQUIREMENT RELATING TO E911 COMPLIANCE?   21 

A.   No.  The second sub-requirement is a demonstration of compliance with E911 22 

deployment requirements.  The ability to reach 911 in times of emergency is 23 
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critical to all consumers.  TracFone should provide information that 1 

demonstrates that its underlying carriers meet this requirement.  TracFone 2 

should also explain whether wireless resellers are subject to federal E911 3 

requirements and if so, the extent to which TracFone meets those 4 

requirements.  Finally, in the FCC’s TracFone Forbearance Order, TracFone 5 

was required to obtain a certification from each PSAP that it can provide its 6 

Lifeline customers with basic and enhanced 911 access regardless of handset 7 

activation status or available minutes.  Instead of obtaining certification from 8 

each Oregon PSAP, TracFone chose to self-certify that it meets FCC 9 

requirements.     10 

  Again, a rationale for providing supported Lifeline services is to enable low-11 

income consumers to have access to a phone for use in personal or public 12 

emergencies.  Customers should not have to choose between a supported 13 

Lifeline service that can consistently access 911 services and one that cannot.   14 

Q.  PLEASE DISCUSS THE NINTH REQUIREMENT.   15 

A.  This requirement has two sub-requirements.  The first is commitment to 16 

specific, objective measures for service quality and consumer protection, such 17 

as the CTIA3 Consumer Code.  The second is commitment to resolve 18 

complaints received by the PUC regarding the applicant’s services.  TracFone 19 

states its commitment to meeting both. 20 

Q. DOES TRACFONE COMMIT TO ANY SPECIFIC, OBJECTIVE MEASURES 21 

FOR SERVICE QUALITY AND CONSUMER PROTECTION, E.G., THE 22 

                                            
3 CTIA is the international association for the wireless telecommunications industry.   
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CTIA CONSUMER CODE FOR WIRELESS CARRIERS, PER 1 

REQUIREMENT 9.1?   2 

A.   Yes.  TracFone, although not a signatory to the CTIA Consumer Code, 3 

commits to abide by it.  Therefore, it meets sub-requirement 9.1.   However, 4 

staff has concerns as to the adequacy of the code relative to its ability to 5 

capture appropriate service quality protections due to TracFone’s manner of 6 

providing services.   7 

Q. WHAT IS THE CTIA CONSUMER CODE?   8 

A.   The CTIA Consumer Code is a code to which wireless carriers may become 9 

signatories.  A copy of the Code is attached to TracFone’s testimony. See 10 

TracFone/3, Fuentes/1.  Signatories to the code commit to: 1) disclose rates 11 

and terms of service to customers, 2) make available maps showing where 12 

service is generally available, 3) provide contract terms to customers and 13 

confirm changes in service, 4) allow a trial period for new service, 5) provide 14 

specific disclosures in advertising, 6) separately identify carrier charges from 15 

taxes on billing statement, 7) provide customers the right to terminate service 16 

for changes to contract terms, 8) provide ready access to customer service, 9) 17 

promptly respond to consumer inquiries and complaints received from 18 

government agencies, and 10) abide by policies for protection of customer 19 

privacy.   20 

Q. WHY IS IT IMPORTANT THAT TRACFONE COMMIT TO ABIDE BY THIS 21 

CODE?   22 
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A.   The Commission uses a commitment to abide by this code as a means to 1 

ensure some type of minimum customer service and quality standards 2 

appropriate for wireless ETCs.  Landline local exchange carriers are subject to 3 

varying degrees of Commission oversight of the quality of service they offer.  4 

The Commission has no comparable oversight powers for wireless carriers in 5 

Oregon; therefore, the Commission encourages wireless ETC applicants to 6 

commit to abide by the code if they are not already a signatory.  As the code 7 

largely addresses consumer protection measures, network service quality 8 

measures are also required for wireless ETCs through annual reporting 9 

requirements (addressed below).  10 

Q. CAN TRACFONE ABIDE BY ALL PROVISIONS OF THE CODE?   11 

A.   No, four of the ten provisions of the code (provisions 3, 4, 6, and 7) do not 12 

apply to TracFone because of the prepaid nature of its service.  Such a 13 

commitment may not be adequate to address the new concerns raised by 14 

TracFone’s model for providing Lifeline service.  In the area of customer 15 

service, staff is concerned that TracFone has no local presence (personnel) to 16 

aid Lifeline customers.  Handsets are mailed to customers from out of state.  17 

All interactions with TracFone customer service staff must take place over the 18 

phone or via the internet (to which few low-income consumers presumably 19 

have access).  Staff recommends that the Commission consider placing 20 

additional service commitments and performance measures on TracFone prior 21 

to designation.  Staff is willing to work with TracFone to develop suitable 22 

conditions, such as those related to acceptable industry standards for customer 23 
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holding times, customers’ ability to reach a service representative (no busy 1 

signals for customer service), and hours of operations for telephone customer 2 

service.  At a minimum, TracFone should not be permitted to subtract Lifeline 3 

customer calls to TracFone’s customer service centers from the allotment of 4 

free minutes provided, or to charge Lifeline customers for such calls.    5 

Q. DOES TRACFONE COMMIT TO RESOLVE ALL COMPLAINTS 6 

RECEIVED BY THE PUC?   7 

A.   TracFone states its commitment to resolve all complaints received by the PUC.  8 

However, I am concerned that TracFone may not be able to resolve complaints 9 

regarding certain issues (such as network performance) because it does not 10 

own, and cannot control, the networks used to provide its services.  TracFone 11 

should be required to demonstrate how it will be able to address and resolve 12 

these types of complaints before it is granted ETC status.      13 

Q.  PLEASE DISCUSS THE TENTH REQUIREMENT.   14 

A.  The tenth, and final, requirement for initial designation is a public interest 15 

showing.  This requirement is so important that I address it separately in the 16 

final section of my testimony.  17 

 18 

 19 
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ETC ANNUAL REPORTING REQUIREMENTS 1 

Q.  PLEASE DESCRIBE THE ANNUAL REPORTING REQUIREMENTS.   2 

A.  The annual ETC reporting requirements, also referred to as annual 3 

recertification requirements, are listed in Appendix A, pages 4-6 of Order 4 

No. 06-292.  See Exhibit Staff/301.  They largely follow the same requirements 5 

adopted for initial ETC designation.  The reports are due on July 15 each year.   6 

Q.  WHAT PURPOSE DO THE ANNUAL REPORTS SERVE?   7 

A.   One purpose of the annual reports is to enable the Commission to certify each 8 

October 1, to the FCC, that ETCs receiving high-cost support in the state are 9 

using such funds only for the purposes intended by the Act.  Another purpose 10 

is to monitor whether all ETCs are complying with ongoing responsibilities, 11 

including providing and advertising the supported services throughout their 12 

designated service areas.  The Commission may revoke the ETC designation 13 

of any carrier at any time the carrier is not meeting responsibilities associated 14 

with ETC status. 15 

Q.  WILL TRACFONE BE ABLE TO COMPLY WITH ALL ETC ANNUAL 16 

REPORTING REQUIREMENTS?   17 

A.   No.  TracFone will not be able to comply with all ETC annual reporting 18 

requirements and requests waivers, in whole or part, of five of the eight 19 

reporting requirements.  TracFone will be able to comply with reporting 20 

requirements related to descriptions of supported services offered during the 21 

prior year (#1), and to demonstrations of advertising during the prior year (#3, 22 

#4.2, and #4.3).  Although TracFone requests a waiver of requirement #7 23 
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(demonstration of appropriate use of high-cost support funds), a waiver of this 1 

requirement is not necessary based on the inapplicability to TracFone, as it will 2 

not receive high cost support funds.  Reporting requirement #8 pertains only to 3 

ETCs that have special requirements imposed as conditions of their 4 

designation.     5 

Q.  WHY DOES TRACFONE REQUEST A WAIVER OF THE REQUIREMENT TO 6 

REPORT THE NUMBER OF UNFULFILLED SERVICE REQUESTS IN THE 7 

PREVIOUS YEAR (#2)? 8 

A.   Tracfone asserts that it will provide service to all requesting customers in its 9 

ETC designated service area and that this requirement applies only to ETCs 10 

receiving high-cost support.   11 

Q.  SHOULD THE COMMISSION GRANT THIS WAIVER? 12 

A.   It should, but only after TracFone has adequately defined its proposed 13 

designated service area and demonstrates that it will include only areas where 14 

it can provide coverage.      15 

Q.  WHY DOES TRACFONE REQUEST A WAIVER OF THE REQUIREMENT 16 

TO REPORT THE NUMBER OF CUSTOMERS IN THE LIFELINE 17 

PROGRAM, BY ILEC STUDY AREA, DURING DECEMBER OF THE 18 

PREVIOUS YEAR (#4.1)? 19 

A.   Tracfone seeks a waiver to allow it to report customers by zip code rather than 20 

by ILEC study area, on the basis that it does not have access to the data 21 

necessary to develop the report.   22 

Q.  SHOULD THE COMMISSION GRANT THIS WAIVER? 23 
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A.   No.  The Commission has required all ETCs to report the number of Lifeline 1 

customers by study area, and it appears that TracFone is capable of providing 2 

this information.  In response to Staff DR-176, TracFone admits that it already 3 

compiles Lifeline customer line counts by ILEC study to report to the USAC for 4 

support reimbursement in the states where it is currently designated.  See 5 

Exhibit Staff/302.   Furthermore, zip code areas do not correspond neatly to 6 

ILEC study areas.  Support reimbursement is based on ILEC areas, not zip 7 

code areas.  8 

Q.  WHY DOES TRACFONE REQUEST A WAIVER OF THE OUTAGE 9 

REPORT REQUIREMENT (#5.2)?   10 

A.   In its second amended application, TracFone states that it receives outage 11 

reports from its underlying carriers, but it cannot determine the occurrences by 12 

switch location nor can it identify the number of its customers affected by 13 

outages, as required.  Therefore, it requests a partial waiver as related to the 14 

latter two details.    15 

Q.  SHOULD THE COMMISSION APPROVE THIS WAIVER REQUEST? 16 

A.   The Commission should grant a limited waiver of this request.  That is, 17 

TracFone should be required to submit outage reports for Oregon that match 18 

those filed with the FCC by its underlying carriers.  TracFone need not identify 19 

the associated switches, but should estimate the number of its customers 20 

affected. Such reports will indicate where and when its customers were 21 

deprived of working service.      22 

Q.  WILL TRACFONE MEET REPORTING REQUIREMENT #5.1? 23 
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A.   Yes.  This requirement is merely a statement certifying that the ETC is able to 1 

remain functional in emergencies.  However, as discussed previously, 2 

TracFone is not in a position to make such a certification because it cannot 3 

control the networks in uses.  Therefore, this condition should be modified to 4 

be consistent with the original designation requirement, i.e., that TracFone 5 

submit affidavits from each of its underlying carriers certifying they are able to 6 

remain functional in emergencies.   7 

Q.  WHY DOES TRACFONE REQUEST A WAIVER OF THE REQUIREMENT 8 

TO REPORT THE NUMBER OF TROUBLE REPORTS IT RECEIVES 9 

(#6.2)? 10 

A.   TracFone states that its underlying carriers do not provide it with any trouble 11 

reports.     12 

Q.  SHOULD THE COMMISSION GRANT THIS WAIVER REQUEST? 13 

A.   No.  All other wireless ETCs submit this information annually and by categories 14 

of trouble.  Without such information, the Commission can make no 15 

assessment as to the quality of network services provided by TracFone.  It is 16 

important that low-income customers receive high-quality service even though 17 

they have discounted plans.  TracFone should comply with this requirement or 18 

propose a comparable measure that it can produce each year to enable the 19 

Commission to monitor network service quality.      20 

Q.  DOES TRACFONE REQUEST A WAIVER OF REQUIREMENT #6.1? 21 

A.   No.  Requirement #6.1 is a statement certifying compliance with objective 22 

measures such as the CTIA Consumer Code for wireless carriers.  While 23 
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TracFone can easily commit to compliance to the code, as discussed in the 1 

ETC initial designation requirements earlier, staff has concerns as to whether 2 

the code provides sufficient consumer protections in TracFone’s case. The 3 

Commission should consider special reporting requirements related to item #8 4 

of the code that requires carriers to provide customers ready access to 5 

customer service.  These could include measures such as customer holding 6 

time to reach a service representative and the number of unsuccessful 7 

attempts to reach a representative, e.g., due to busy signals.     8 

Q.  WHAT DOES STAFF CONCLUDE REGARDING TRACFONE’S ABILITY 9 

TO PROVIDE COMPLETE INFORMATION REQUIRED IN ITS ANNUAL 10 

ETC REPORTS? 11 

A.   TracFone seems unable to provide the information required.  Specifically, it 12 

cannot provide much of the data related to network performance and service 13 

quality that the Commission needs to determine whether TracFone will fulfill 14 

the responsibilities of continuing ETC status, should TracFone be granted initial 15 

designation.  The Commission should require TracFone to demonstrate that it 16 

will be able to meet the reporting requirements.   17 

Q.  IS THERE ANOTHER ALTERNATIVE? 18 

A.   Yes.  TracFone can work with staff to develop comparable reporting 19 

requirements to replace those it cannot meet.  Staff recommends that such 20 

reporting requirements be worked out in advance of an order granting ETC 21 

status. 22 
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PUBLIC INTEREST CONSIDERATIONS 1 

Q.  WHAT IS THE FINAL REQUIREMENT FOR ETC DESIGNATION? 2 

A.  The final requirement is a public interest showing.  That is, the applicant must 3 

demonstrate that designation is in the public interest.   4 

Q.  WHAT CRITERIA SHOULD THE COMMISSION USE TO DETERMINE 5 

WHETHER GRANTING TRACFONE’S REQUEST FOR ETC DESIGNATION 6 

IS IN THE PUBLIC INTEREST?   7 

A.  In Order No. 06-292, the Commission adopted the public interest criteria 8 

proposed by the FCC in FCC 05-46.  They are:  1) the benefits of increased 9 

customer choice, and 2) the advantages and disadvantages of the particular 10 

service offerings made available by the designation.  The Commission may 11 

also consider other public interest criteria.  In addition, if an ETC applicant’s 12 

proposed designated service area will not include the entire study area of a 13 

rural ILEC, a creamskimming analysis must also be performed. 14 

Q.  WOULD TRACFONE’S DESIGNATION RESULT IN INCREASED 15 

CUSTOMER CHOICE? 16 

A.  Yes.  Any time a new ETC receives designation and offers another option for 17 

customers to obtain Lifeline/OTAP benefits, customer choice is increased.  18 

However, by prohibiting customers from using their Lifeline benefits on any 19 

TracFone plan that best suits their individual needs, TracFone’s proposal limits 20 

the maximum customer choice intended by the OTAP rules.   21 

Q.   WHAT ARE THE ADVANTAGES OF TRACFONE’S PROPOSED LIFELINE 22 

OFFERINGS? 23 
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A.    TracFone’s proposed offerings share many of the advantages of the services 1 

already offered by wireless ETCs currently designated in Oregon, primarily 2 

mobility of the service as compared to the stationary nature of landline 3 

services.  According to TracFone, the primary advantage of its proposed 4 

Lifeline services compared to other ETCs designated to date is that the 5 

consumer has to pay nothing to receive the service – in TracFone’s words, it is 6 

“free.”   Because customers receive service at no cost, there are no issues of 7 

contracts or credit checks.   8 

   TracFone claims that its offers are unique because its services are free.  9 

However, numerous other wireless carriers across the nation have followed in 10 

TracFone’s footsteps and now offer free Lifeline services as well.  Here in 11 

Oregon, the Commission has before it applications from two other carriers 12 

proposing to offer free Lifeline services.  Recent inquiries to staff indicate other 13 

companies may also be filing applications in the near future.    14 

Q.  DOES STAFF BELIEVE GRANTING TRACFONE’S APPLICATION IS IN THE 15 

PUBLIC INTEREST? 16 

A.  No.  There are several reasons why TracFone’s designation is not in the public 17 

interest.  First, TracFone fails to meet several of the important requirements for 18 

ETC designation.  Second, TracFone fails to meet several of the important 19 

requirements for ETP designation.  Third, TracFone’s business model presents 20 

several new key issues that the Commission has not formally addressed to 21 

date.  These new issues relate to 1) TracFone’s status as a pure reseller, 2) its 22 

proposal to offer free Lifeline services, 3) the nature of its participation in OTAP 23 
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and the delivery of OTAP benefits to consumers, and 4) its willingness to 1 

support 911 services (through the 911 surcharge) and the OTAP (through the 2 

RSPF surcharge).   3 

Q.  WHAT IMPACT DOES THE FIRST ISSUE - TRACFONE’S RESELLER 4 

STATUS - HAVE ON THE PUBLIC INTEREST? 5 

A.   TracFone must rely on three other carriers’ networks and network operation 6 

and maintenance policies to deliver its service.  The Commission must decide 7 

whether it must, or will, abide by the FCC’s Order of Forbearance for 8 

TracFone.  If so, it must also determine whether it can waive the definition of 9 

ETP that appears in its rules.  One of the key responsibilities of an ETC is to 10 

deliver quality services to its customers, yet TracFone asks the Commission to 11 

relieve it of these responsibilities.  TracFone is the entity requesting ETC 12 

designation, and TracFone cannot expect the Commission to obtain its 13 

required information from the underlying carriers.  The Commission does not 14 

currently gather the required information from wireless carriers that are not 15 

ETCs and therefore does not have it available.  16 

Q.  WHAT PUBLIC INTEREST CONCERNS ARE RAISED BY THE SECOND 17 

ISSUE - TRACFONE’S PROPOSAL TO OFFER A FREE LIFELINE 18 

SERVICE? 19 

A.   Unlike any other ETC designated to date in Oregon, TracFone proposes to flow 20 

through the support funds it receives to Lifeline/OTAP customers not as a 21 

discount to current service offerings, but rather as a service offering for which 22 
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the customer pays nothing.  There are at least two areas of concern that arise 1 

relative to the offering of a free Lifeline service as proposed by TracFone.  2 

Q.  WHAT IS THE FIRST AREA OF CONCERN ASSOCIATED WITH A FREE 3 

LIFELINE OFFERING? 4 

A.   The first area of concern relates to the requirement that all support funds 5 

received by the ETC be flowed through, in full, to the Lifeline/OTAP customer. 6 

In the case of the OTAP benefit being applied as a credit on a customer’s bill 7 

against an existing service, there is certainty that the full subsidy, e.g., $13.50, 8 

makes its way to the customer – the intended beneficiary.  However, in the 9 

case of “free” services, there is no assurance that the value of the support that 10 

TracFone receives is flowed through to the customer in any of the free plans.  11 

 TracFone’s second amended application states at page 25 that “TracFone 12 

pledges that one hundred percent of the federal Lifeline support it receives will 13 

be flowed through to Lifeline customers in the form of free usage.”  Footnote 39 14 

to this statement explains further that “TracFone reserves the right to modify its 15 

Lifeline plan based on changes in market conditions or the amount of USF 16 

support available.  However, under the Lifeline plan, 100 percent of federal and 17 

state required Lifeline support will be provided to Lifeline customers in the 18 

form of free usage.”  (emphasis added)  Despite this pledge, TracFone 19 

provides no evidence as to how a discount of $13.50 (including $3.50 of its 20 

own money it proposes to use as a match to federal funds) applied to any of its 21 

current service offerings results in any of the three free calling plans it 22 

proposes to offer.  Furthermore, TracFone provides no evidence to 23 
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demonstrate that the three free plans it proposes to offer are comparable in 1 

cost or value to one another.  Finally, as Mr. Cray points out in his testimony, 2 

TracFone receives less than $10.00 in other states from the FUSF, yet it 3 

proposes to offer the same number of free minutes in Oregon as in the other 4 

states where it receives a lower amount of support.  See Exhibit Staff/400, 5 

Cray/18-19.  6 

Q.  WHAT IS THE SECOND AREA OF CONCERN ASSOCIATED WITH A 7 

FREE LIFELINE OFFERING? 8 

A.    The second aspect of free wireless service that causes concern relates to 9 

TracFone’s ability to ensure that instances of waste, fraud and abuse do not 10 

occur.  Unlike wireline service, mobile service is difficult to track and control as 11 

it is not stationary.  It can be used anywhere there is signal available and by 12 

any person who possesses the handset.  While mobility is a benefit of wireless 13 

service, it also means that customers can lose the handset, the handset can be 14 

stolen, or it can be sold, along with the service that comes with it.  These 15 

incidents are less likely to occur when the customer must pay some amount 16 

each month to the provider (or otherwise service would be disconnected) than 17 

when the customer pays nothing to the provider and service continues 18 

regardless.  Without adequate safeguards to track eligible consumers and the 19 

handsets, the Lifeline subsidy can accrue to non-qualified customers or simply 20 

to TracFone’s shareholders.   21 

  Additionally, TracFone advertises the service as free for a year, and the free 22 

minutes will continue to be downloaded each month.  Indeed, people selling 23 
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the TracFone Lifeline phones on the internet note how many months of free 1 

service come with the phone.  See Exhibit Staff/118 included in previous 2 

testimony.  The possibility of a customer monetizing (i.e., selling) the Lifeline 3 

benefit or losing the phone is a unique issue that is related to the free nature of 4 

the service.  5 

Q.  WHAT HAPPENS IF THE TRACFONE HANDSETS ARE NOT RECEIVED 6 

BY THE QUALIFYING LIFELINE CUSTOMER OR DO NOT REMAIN WITH 7 

THAT CUSTOMER?  8 

A.    A TracFone Lifeline phone can be lost, stolen, given away or sold and 9 

TracFone may never find out.  Nevertheless, the phone remains eligible for 10 

monthly support and TracFone receives reimbursement from the FUSF.  This 11 

continues until TracFone learns that the customer is no longer qualified for 12 

Lifeline and stops reporting the phone for reimbursement.  Because TracFone 13 

loses money if it seeks out and reports instances of customer fraud or abuse, 14 

this can create a tension between shareholders and regulatory agencies.  15 

Although TracFone has committed to flowing through all support to qualifying 16 

customers in every state where it is designated, it cannot fulfill this commitment 17 

if its Lifeline phones are not used by the qualifying customers and TracFone 18 

continues to receive support funds in the interim.          19 

Q.  IS THERE ANY ACTUAL EVIDENCE SUGGESTING WASTE, FRAUD, 20 

AND ABUSE RELATED TO TRACFONE’S LIFELINE SERVICES IN 21 

OTHER STATES?  22 
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A.   Because TracFone sells its services largely through third parties such as 1 

Walmart and Sears, the FCC required in its TracFone Forbearance Order that 2 

TracFone deal directly with Lifeline customers to certify and verify initial 3 

customer eligibility.  That order at paragraph 19 prohibits the performance of 4 

these functions at the retail outlets that sell TracFone phones and phone cards.  5 

See Forbearance Order, TracFone Second Amended Application, Exhibit 3.   6 

Q.  DO YOU BELIEVE THIS REQUIREMENT ADEQUATELY ADDRESSES THE 7 

ISSUE? 8 

A.   No.  As a result of the Forbearance Order, TracFone ships the phone from its 9 

warehouse to a customer’s address.  TracFone sends the phone already 10 

activated for use by whoever receives it.  Since no customer signature is 11 

required and the phone is active, TracFone has no proof that the eligible 12 

customer is receiving the Lifeline benefit.  Further, since TracFone renders no 13 

bills, it may never know who is actually receiving the federal Lifeline service or 14 

the benefits.  Staff remains concerned that this business practice presents 15 

challenges for ensuring the integrity of the Lifeline program.   16 

Q.  WHY SHOULD THE COMMISSION BE CONCERNED ABOUT THIS ISSUE? 17 

A.   Although TracFone’s Lifeline service may be free to those who obtain it, the 18 

remaining telecommunications customers in Oregon pay for the support 19 

through their contributions to the FUSF and the OTAP.  In other words, the cost 20 

of any potential waste, fraud or abuse is borne by all users of 21 

telecommunications services.  In response to staff DR-172, TracFone stated 22 

that it does not reimburse USAC for support payments it receives in cases 23 
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where it discovers incidents of waste, fraud and abuse.  See Exhibit Staff/306.  1 

This makes the minimization of such occurrences all the more important. 2 

Q.  HAVE OTHER ORGANIZATIONS EXPRESSED SIMILAR CONCERNS? 3 

A.   Yes.  As TracFone has gained more and more Lifeline customers, and the FCC 4 

has granted forbearance to many other carriers operating under a similar 5 

model, the size of the FUSF, the associated surcharge rate, and the risk of 6 

waste, fraud, and abuse have all increased dramatically.  The Federal-State 7 

Joint Board on Universal Service expressed concerns in its Lifeline 8 

Recommended Decision (FC 10J-3), released November 4, 2010.  A copy is 9 

included as Exhibit Staff/307.  Paragraph 79 of the Decision states:   10 

…… the Joint Board and numerous commenters [NASUCA 11 

and Consumer Groups] express concern about the impact on 12 

the Universal Service Fund of designation of prepaid wireless 13 

carriers to only offer Lifeline service. In particular, the Joint 14 

Board supports the further examination of those Lifeline 15 

offerings that are offered at no cost to the subscriber.  The 16 

relevant decisions to expand USF Lifeline funding to include 17 

prepaid wireless lifeline-only carriers were made largely by the 18 

FCC in the context of various forbearance and waiver 19 

petitions.  20 

  In a separate statement, Ray Baum, State Chair of the Joint Board, 21 

addressed impacts of the prepaid wireless carriers that offer free Lifeline 22 

services as follows: 23 
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…several states have reported that a significant number 1 

(nearly half in some cases) of the Lifeline customers of these 2 

new participants are not eligible to receive support.  Providing 3 

public support to ineligible customers represents a waste of 4 

public support funds and is unacceptable.  This waste not only 5 

harms the customers who pay into the low-income fund, but 6 

potentially denies needed support for those who are truly 7 

eligible.  We must ensure there is accountability for those who 8 

benefit from the low-income fund.  9 

  In October of 2010, the United States Government Accountability Office 10 

(GAO) released a report recommending changes the FCC should make to its 11 

management of the FUSF low-income fund.  The report noted the significant 12 

increase in the FUSF low-income fund as due primarily to TracFone and other 13 

wireless carriers offering free Lifeline services.  It pointed out that many 14 

consumers may be simultaneously receiving Lifeline discounts on both a 15 

wireline and wireless phone.  Representatives from twenty one states indicated 16 

they were concerned about consumer fraud in the Lifeline program.  The report 17 

at page 36 notes comments from the Florida Public Service Commission that 18 

“the inclusion of prepaid wireless options in the Lifeline program presents the 19 

risk that these companies, which do not bill their customers monthly, can claim 20 

support for all subscribers without confirming that the person is still in 21 

possession of and is using the phone.”  Relative to the 60-day non-usage test, 22 

the Florida PSC stated that “While a good first step, the mechanism still does 23 
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not prevent the phone or minute allotment from being sold to ineligible 1 

customers.”  The GAO report is included here as Exhibit Staff/308.  2 

  And finally, the FCC just recently released a Notice of Proposed Rulemaking 3 

(NPRM) on the Lifeline program that proposes implementation of several 4 

means to eliminate waste, fraud and abuse in the Lifeline program.  The NPRM 5 

is included here as Exhibit Staff/309.   6 

Q.  WHAT MEASURES ARE PROPOSED IN THE FCC’S RECENT NPRM?   7 

A.   The FCC states in paragraph 46 of the NPRM that “We are committed to 8 

eliminating waste, fraud, and abuse in Lifeline/Link Up, and to identifying and 9 

penalizing program violations when they occur.”  Of particular interest in this 10 

docket is the FCC’s proposed near-term rule changes intended to “ensure that 11 

carriers are reimbursed only for the provision of Lifeline services to current 12 

customers.”  These include the reporting of certain customer items of 13 

information to USAC, procedures ETCs should follow when duplicate support 14 

to a customer is detected (including customer treatment and fund 15 

reimbursement), permissible customer addresses (post office box numbers), 16 

pro rata reporting for support reimbursement, 60-day non-usage testing, and 17 

customer de-enrollment procedures.    18 

Q.  WHAT SHOULD THIS COMMISSION DO TO ADDRESS ISSUES 19 

RELATED TO THE FREE WIRELESS MODEL? 20 

A.   Staff recommends that the Commission prohibit the offering of free wireless 21 

Lifeline services until it can gather information and further input as to how the 22 

issues raised by such offerings should be addressed.  For instance, measures 23 
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to minimize the potential for waste, fraud and abuse associated with free 1 

wireless service are suggested in the FCC’s NPRM, and parties will file 2 

comments on April 21.  The comments filed by other state commissions that 3 

already have experience with providers of free Lifeline services could be very 4 

informative and instructive in deciding the issues in Oregon.  The new docket 5 

proposed elsewhere in my testimony would be an appropriate avenue for 6 

achieving this end.  Alternatively, the Commission may decide that there are 7 

reasons why Lifeline eligible customers should pay some minimal amount of 8 

their own money for service, and require such a minimum customer charge for 9 

all Lifeline service offerings in Oregon.        10 

Q.  WOULD REQUIRING LIFELINE/OTAP CUSTOMERS TO PAY SOME 11 

MINIMAL AMOUNT OF THEIR OWN MONEY FOR LIFELINE SERVICE 12 

HELP TO COMBAT THE POTENTIAL FOR WASTE, FRAUD AND 13 

ABUSE?   14 

A.  Requiring customers to pay some minimal amount per month could resolve a 15 

few issues.  Customers would be less likely to sell their Lifeline services 16 

because the owner of the phone would have an ongoing requirement to pay a 17 

monthly charge to the service provider.  If the phones are lost or stolen, the 18 

person in possession of the phone would have to contact the provider with 19 

payment information.  If the provider receives no payment for the month, it 20 

would discontinue the service and stop receipt of the Lifeline funds.   21 

Q.  HAS THE IDEA OF A MINIMUM REQUIRED CHARGE BEEN USED 22 

ELSEWHERE?   23 
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A.  Yes.  The FCC requires Tribal Lifeline customers, who are eligible for discounts 1 

of up to $25 per month, to pay a minimum of one dollar each month for that 2 

service.  In addition, California has recently determined that its Lifeline 3 

customers must pay a minimum of $5.00 of their own money each month.  The 4 

relevant pages of that order are included here as Exhibit Staff/310.   And the 5 

Joint Board Recommended Decision referenced above also addressed this 6 

idea.  Paragraph 79 of the Decision states: 7 

Our concerns include the implications of demand for a service 8 

or product that is essentially free.  When the Commission last 9 

considered the issue of free service for Lifeline customers, it 10 

was determined that the local residential rate charged to 11 

Lifeline-eligible Tribal members should not fall below a monthly 12 

minimum of $1.00 , even if the Lifeline credit exceeded the 13 

amount of their bill for local service.  The Commission should 14 

develop a record, and determine whether this requirement for 15 

a minimum monthly rate should be made applicable to all 16 

Lifeline subscribers and not just to Tribal members.       17 

Q.  WHAT IS THE THIRD NEW ISSUE RAISED BY TRACFONE’S BUSINESS 18 

MODEL? 19 

A.  The third new issue relates to the nature of TracFone’s participation in the 20 

OTAP and the delivery of OTAP benefits to consumers.  Elements of this 21 

concern are fully addressed in Mr. Cray’s testimony.  Staff is puzzled as to why 22 

TracFone, unlike every other ETC designated to date, will not accept the 23 
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additional $3.50 of support made available by the OTAP in order to increase 1 

the benefits (raise the number of free minutes) to Oregon low-income 2 

consumers.  It would be contrary to the public interest to not flow through the 3 

maximum support available to OTAP customers.  Additionally, there is the 4 

question of whether not accepting the additional OTAP support relieves 5 

TracFone of any of the requirements that other ETPs follow, such as offering 6 

the Lifeline/OTAP discount on all services.  Staff recommends that TracFone 7 

be required to follow all applicable OTAP rules in furtherance of the public 8 

interest. 9 

Q.  WHAT IS THE FOURTH NEW ISSUE PRESENTED BY TRACFONE’S 10 

BUSINESS MODEL? 11 

A.  The fourth new issue is that TracFone will not commit to collecting or remitting 12 

E911 or RSPF surcharges from any of its current or post-designation 13 

customers in Oregon.  It appears that TracFone does not currently collect or 14 

remit these surcharges from its Oregon customers due to the prepaid nature of 15 

those services.  TracFone apparently assumes that its proposed new free 16 

Lifeline services will fall into the same “prepaid” category, even though the 17 

payment will come from the FUSF (as other ETC’s reimbursements do) rather 18 

than from the customer.   If TracFone is granted ETC designation it will bring in 19 

substantial numbers of new customers that will further burden the 911 system 20 

and the OTAP, without contributing to the increased costs that will be incurred 21 

as a direct result of its designation.   22 
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Q.  AS TO THE FINAL PUBLIC INTEREST SHOWING REQUIREMENT, WILL 1 

TRACFONE’S DESIGNATION RESULT IN CREAMSKIMMING IN THE 2 

RURAL ILEC AREAS IN WHICH IT SEEKS DESIGNATION? 3 

A.   Until TracFone adequately defines its designated service area, a 4 

creamskimming analysis cannot be completed.   5 

Q.  PLEASE EXPLAIN CREAMSKIMMING AND ITS RELEVANCE AS AN 6 

ISSUE. 7 

A.  The FCC requires a creamskimming test when a competitive carrier seeks ETC 8 

designation in only a portion of a rural ILEC’s study area.  See FCC 05-46, 9 

pages 22-25, included in previous testimony as Exhibit Staff/135.  The 10 

creamskimming test is to ensure that the competitive ETC will not serve a 11 

disproportionate share of the rural ILEC’s high-density, low-cost areas, while 12 

receiving support that the ILEC has averaged across its entire study area.  If a 13 

state designates a competitive ETC in only a portion of a rural ILEC’s study 14 

area, a petition must be submitted to the FCC for “redefinition” of that study 15 

area before the state’s ETC designation can become effective.  The petition 16 

must include a demonstration that creamskimming will not occur in any rural 17 

ILEC area. 18 

Q.  HOW DOES TRACFONE’S APPLICATION ADDRESS THE 19 

CREAMSKIMMING ISSUE?  20 

A.  TracFone’s application does not appear to address the creamskimming issue, 21 

but Mr. Fuentes asserts in his testimony that “A creamskimming analysis as 22 
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part of the Commission’s consideration of TracFone’s ETC application is 1 

neither not relevant nor appropriate [sic].”  See TracFone/1, Fuentes/43.   2 

Q.  DOES THE CREAMSKIMMING ISSUE APPLY TO AN ETC SEEKING ONLY 3 

LOW-INCOME, AND NOT HIGH-COST, SUPPORT? 4 

A.   Until the FCC determines that creamskimming does not apply, it appears to be 5 

a requirement for granting ETC designation.  Two wireless carriers seeking 6 

ETC designation for only low-income support (NTCH, Inc. and Cricket 7 

Communications, Inc.) filed for forbearance from the creamskimming test over 8 

a year ago.  Their petitions were included as Exhibits Staff/136 and Staff/137, 9 

respectively, in my previous testimony.  To my knowledge, the FCC has not 10 

issued a decision on the petitions.  However, if TracFone is aware of such a 11 

decision and provides a copy, staff will reconsider its viewpoint on this issue.    12 

Q.  WHAT DO YOU RECOMMEND REGARDING THIS ISSUE? 13 

A.  The issue should be addressed after TracFone determines exactly where it 14 

seeks designation.  At that time, TracFone may also submit any evidence it has 15 

to demonstrate that the FCC does not require a creamskimming test for ETC 16 

applicants seeking only low-income support.    17 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 18 

A. Yes. 19 
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states permit consumers to apply thejr monthly discounts to the basic voice plan of their choice, including 
enhanced service plans. Oregon and Texas, for example, have policies mandating that ETCs offer 
Lifeline,discounts on all service plans that include a basic voice component.452 On the other hand, 
according to an October 201 0 GAO report, ETCs in 14 states do not currently permit consumers to apply 
the Lifeline discount to a bundled service offering or package that includes telephone service. 453 

257. The National Broadband Plan observed a wide variance in statewide Lifeline 
participation rates.454 Among other things, the Plan attributed the varied participation raies to differing , 
"restrictions on consumers' ability to apply the Lifeline discount to certsin types of services.,;!55 The Plan 
recommended that the Commission and states should permit Lifeline customers to apply their Lifeline 
discounts on all calling plans with a local voice component, including bundled service packages.456 By so 
doing, the Plan stated, the Commission would make bUndled offerings, including those that include 
broadband, more affordable for low-income households.457 

258. Discussion. We seek comment on amending the Conunission's rules to adopt a uniform 
federal requirement that Lifeline and Link Up discounts may be used on any Lifeline calling plan offered 
by an ETC with a voice component, including bundled service packages combining voice and broadband, 
or packages containing optional calling features. We note that section 254(:1) of the Act bars states from 
adopting regulations that are inconsistent with the rules established by the Commission to preserve and 
advance universal service458 

259. ill a number of states where ETCs are not precluded by state requirements from allowing 
consumers to apply their Lifeline discounts to the purchase of bundled packages or optional services, 
many carriers- including large carriers like Sprint Nextel, Verizon Wireless, and AT&T Mobility -limit 
Lifeline offerings to basic voice service.459 We seek comment on whether to adopt a national rule that 
would require all EtCs to offer Lifeline and Link Up discountS on all of their service plans with a voice 
component. Under such a rule, ETCs could be required to apply federal Lifeline support to reduce the 
cost of any calling plan or package selected by an eligible low-income household that allows local calling, 
rather than offering a discount only on the carrier's lowest tariffed or otherwise generally available 
residential rate plan. However, each eligible household's Lifeline discount would be capped at the 

452 Or. Admin. R. 860-033-0010 (2009); Tex. Admin. Codeti!. 16, § 26.412(e)(6)-(7); see also Petition ofSprinl 
Spectrum L.P. for a Declaratory Ruling that the Kansas Corporation Commission's October 2, 2006 Order in 
Docket 06-GIMT -446-GIT, Violates Federal Law, WC Docket Nos. 03-109 and 07-138 (filed June 8, 2007) 
(challenging an order of the Corporation Commission of the State of Kansas, which modified the state's Lifeline 
rules to require that ETCs allow Lifeline customers to choose a calling plan and apply the Lifeline discount to the 
plan selected by the customer). 

453 2010 GAO REPORT at 13. 

454 See NBP at 172 (Recommendation 9.1) (noting that "some states have participation rates of more than 75% and 
others have rates less than 10%"). 

455 Id. 

456 Id. 

4,7 Id. 

458 See 47 U.S.C. § 254(f). States may, however, choose to supplement the federal Lifeline rules by establishing 
their own state low-income universal service programs and requirements that do not conflict with federal1D1iversal 
service regulations. Id. ' 

459 See Lifelinesupport.org, www.lifelinesllllPort.org (last visited Mar. 2, 2011) (searchable database listing Lifeline 
and Link Up services available by each ETC in a state). 
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amount the subscriber would have received if it had selected a basic voice plan. Additionally, we seek 
comment on requiring all ETCs to permit eligible households to apply the Link Up discount amounts set 
forth io section 54.411(a) of the Commission's rules to any service plan with a voice component. As with 
the Lifelioe program, each eligihle household's Link Up discount could be capped at the amount the 
household would have received pursuant to the Commission's rules if it had selected a basic voice plan. 

260. We seek comment on whether amendiog our rules io this way would further the statutory 
priociple that consumers have access to qnalily services at 'lust, reasonable, and affordable rates.''''' 
Restrictions on use ofLifelioe discounts, whether imposed under state law or by an ETC, may preclude a 
sigoificant number of eligible low-iocome households from the expanded service options available io the 
marketplace, such as packages that include broadband or data service. Further, as compared to carders' 
basic plans, bundled packages of services may offer better value for Lifelioe and Link Up consumers.461 

261. We seek to develop a fuller record on current ETC practices regardiog the provision of 
Lifeline discounts on bundled offerings. To what extent do ETCs currently offer Lifeline and/or Link Up 
discounts on plans that ioclude bundles of services or optional calliog featores? If so, what services are 
Lifeline and Link Up consumers permitted to purchase? We also seek comment on the extent to which 
specific states mandate that ETCs allow the application of Lifelioe and/or Link Up discounts to expanded 
service plans. Is there any evidence that Lifelioe and Link Up participation rates have been positively 
affected by policies requiring the extension of program discounts to the purchase ofbuodled packages and 
. optional services? Where available, commenters are encouraged to submit supporting documentation of 
ETC or state practices along with any written submissions. 

262. We seek comment ou the potential admioistrative and practical consequences of 
amendiog our rules io this fashion. What changes to ioternal back office systems (e.g., for ordering 
service and billiog) would be required to implement such a rule, and what costs would that impose on 
ETCs? How long would it take to implement such a change? If we were to adopt snch arnie, should 
ETCs be obligated to offer a Lifeline discount on all of their service plans, iocludiog premium plans and 
packages? Conversely, are there certain service plans or packages that ETCs should not be required to 
make available to consumers seekiog to apply Lifelioe discounts? Should consumers be prohibited from 
applyiog a Lifeline discount to bnndled offerings that contain a video component? 

263. Wonld allowing consumers to choose from an array of expanded packages create a 
greater likelihood that Lifelioe and Link Up consumers may be· unable to pay for the remainiog portion of 
their chosen calling plan and therefore risk termination of voice service? What are the options for 
reduciog that risk? If we were to adopt snch a rule, one option would be to require ETC. to offer methods 
of managing usage (whether mioutes of use or data) ·that otherwise would yield higher monthly charges 
beyond the monthly fee. For iostance, Lifelioe consumers could elect to set maximum usage amonnts for 
themselves that may not be exceeded per billing cycle. 462 We seek comment on the feasibility of this . 

460 47 U.S.C. §"254(b)(1). 

461 For example, a recent Commission study found that consumers who receive broadbaud bundled with other 
services pay au average of $8.55 less per month than those customers Who purchase staud-alone broadbaud service. 
See Broailband Adoption and Use in America at 15. 

462 In October 20 I 0, the Commission issued a Notice of Proposed Rnlemaking proposing rules that would require 
mobile service providers to provide usage alerts and information to consumers ill avoiding unexpected charges on 
their bills. See Empowering Consumers to Avoid Bill Shock, Consumer Information and Disclosure, CG Docket No. 
10-207, CG Docket No. 09-158, Notice ofproposed Rillemaking, 25 FCC Red 14625 (2010) (Bill ShockNotice). 
The Commission noted that approximately 10% of all wireless billing rate complaints filed at the Commission relate 
to voice, text, or data overages, along with overages due to roaming. In addition, the U.S. Government 
Accountability Office (GAO) found that 34% of wireless subscribers had experienced unexpected cbarges on their 
wireless bills. Bill Shock Notice, 25 FCC Red at 14626, para. 2. 
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proposal. What capabilities exist today, or are anticipated in the near teinJ, for carriers to assist Lifeline 
consumers in managing their service usage?'63 What would be the administrative burdens and costs for a 
carrier if it were required to offer this to Lifeline subscribers'?''' 

264. We seek comment on how we can identifY and measure the potential benefits of this 
proposal. As residential broadband usage becomes more common, many companies have begun offering 
consumers the option to purchase broadband as part of a "bundled package" that provides a combination 
of voice, data, and video services to the customer, delivered over a shared infrastructore.'" As noted 
above, compared to carriers' basic plans, bundled packages of services may offer better value for 
cousumers."6 ; Would this proposal, if adopted, be likely to make broadband more affordable for low
income households and stimulate broadband adoption by low-income households? 

265. We also seek comment on how we can identify and measure the potential costs of this 
proposal. For example, wonld this proposed rule change beJikely to have an impact on the sizeof the 
universal. service fund? What are the potential costs to carriers (e.g., administrative costs) in complying 
with the proposed rule? Finally, are there any potential costs to consumers associated with the proposed 
rule? To .the extent that it is available, commenters are encouraged to submit snpporting data along with 
any written submissions. 

B. The Transition to Broadband 

1. Backgrouud 

266. Over the last decade, the communications landscape has been transformed by the advent 
of broadband. Access to broadband is increasinglyimp0rlant for all Americans to actively participate in 
.our economy and our society. Broadband can serve as a platform for educational, economic and social 
opportutrities. It can also minimize socioeconomic disparities. However, despite the potential 
opportutrities available through broadband, many low-income Americans simply cannot afford a heime 
broadband connection. There is a broadband adoption gap in the Utrited States, with low-income 
households among those being left behind.'67 Our 20 I 0 Broadband Consumer Survey found that 93 
percent of households with incomes greater than $75,000 have broadband at home, only 40 percent of 
adults with household incomes less than $20,000 have broadband at home, and non-adopters cite cost as 
the primary obstacle to adoption.'" . . 

267. Research suggests that increasing broadband adoption could significantly increase 
national prodnctivity and growth.'" Nearly 100 million Americans bave not adopted broadband, and 
there is evidence that adoption is growing slowly.470 Cost appears to be the leading obstacle to low-

'63 Bee Bill ShoGkNoliGe,25 FCC Red at 14634-35, para. 20. 

464 47 C.F.R. § 54.403( c). 

465 See NATIONAL BROADBAND PLAN at 149. 

'66 See supra Dote 463 (citing Broadband Adoplionand Use in AmeriGO). 

467 NATIONAL BROADBAND PLAN at 167. 

'68 NATIONAL BROADBAND PLAN at 172; BroadbandAdoption and Use in AmeriGO at 7; see supra para. 21, Chart 1 
(detailing the household income levels, based on the Federal Poverty Guidelines, sufficient to establish eligibility for 
the Lifeline program); see also NTIA DIGITAL NATION at 5 (presenting a more up-to-date, but less detailed, analysis 
of the reasons that consumers have not adopted broadband at home and finding cost to be the most important factor 
as to why consumers do not have broadband at home). 

'69NTIADIGITALNATION at 5. 

'70 The Pew Internet Home Broadband 2010 Report finds that the broadband adoption in the United States has 
(continued .... ) 
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income Americans adopting broadband;471 the lack of digital literacy is another major factor.472 Closing 
the adoption gap and accelerating broadband adoption, particularly among low-income Americans, will 
require significant effort, primarily by the private sector. But the LifelinelLink Up program may be able 
to play an important if limited role in this effort, by enabliog public-private partnerships to help tackle our 
national adoption challenge. Utilizing LifelioelLink Up to reduce the cost of broadband for low-income 
Americans could help increase broadband adoption. 

268. Closing the broadband adoption gap may be more difficult than closing the gap in 
telephone penetration because the barriers to broadband adoption are more complex. In addition to the 
cost of service and the cost of acquiring a computer or other Internet-access device, which some research 
suggests may be the leading barrier to adoption, the National Broadband Plan noted that almost two-thirds 
of non-adopters cite another reason, such as lack of digital skills, as the main reason for not adopting 
broadband at home.473 In contrast, consumers generally do not need any special skHls to understand how 
to make a phone call; a telephone is often much less expensive than a computer, laptop, or other Internet 
access device; and monthly subscription fees for basic telephone service may be less than the fees fur 
broadband. 

269. The National Broadband Plan suggested that creating the couditions necessary to promote 
broadband adoption and increase utilization would require a range of activities conducted by a variety of 
stakeholders. Among other things, the Plan recognized the need to form partnerships across stakeholder 
groups to increase broadband adoption and utilization.474 

270. There are some ongoing efforts to address the broadband adoption gap at the federal, 
state, and local level. 475 As part of the Broadband Technology Opportonities Program (BTOP), the 
National Telecommunications and Information Administration provided approximately $450 million in 
one-time grants to help develop sustainable broadband adoption initiatives· and public computing centers 
across the country.416 Several private corporations and non-profits are also engaged in broadband 
adoption efforts, either on their own or in partnership with other stakeholders. For example, in 2001, 
Hewlett-Packard provided graut funding .and other resources to the Southern California Tribal Chairman's 

(Continued from previous page) 
slowed dramatically in the last year. See PEW REsEARCH CENTER, PEW INTERNET AND AMERICAN LIFE FRomcT, . 
HOME BROADBAND 2010 REpORT2 (2010) (HOME BROADBAND 2010 REPORT) available at 
ht\p://www.pewintemel.org/ReportsI2010IHome-Broadband-2010.aspx. 

411 NATIONAL BROADBAND PLAN AT 168; see also HOME BROADBAND 20 10 REpORT at 10 (noting that a fifth of 
non-adopters cite cost as a barrier). 

472 NATIONAL BROADBAND PLAN at 168. 

473 NATIONAL BROADBAND PLAN 01170; see also BroatibandAdoption and Use in America at 5. 

474 NATIONAL BROADBAND PLAN at 171. 

475 See Roundtable Discussion to Explore Broadband Pilot Programsfor Low-Income Consumers, Public Notice, 
WC DoclretNo. 03-109, 25 FCC Rcd 7305 (Wireline Camp. Bur. 2010) (announcing roundtable); see also Details 
for Low-Income Pilot Program Roundtable Discussion, Public Notice, WC Docket No. 03-109, 25 FC~ Red 7947 
(Wireline Compo Bur. 2010) (providing agenda) (Roundtable Agenda Public Notice); Webcast of Wire line 
Competition Bureau, Low-Income Pilot Program RoundtableDiscussion (Jun. 23, 2010), 
http://rebootfcc.govMdeo-archives(RoundtableDiscussion)(identifyinggetcounectedtoday.com, the Cox Santa 
Barbara program, and initiatives by LEAP/Cricket, Charter, and others). 

476 As of Feb mary 2011, NTIA had awarded approximately $200 million in one-time grants to supportpublic 
computing centers, and $250 million to help develop sustainable broadband adoption initiatives. See Grim!S 
Awarded: Broadband USA - NTIA, http://www2.ntia.doc.gov/awards aas! visited Mar. 2, 2011). 
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Association (SCTCA) to help launch the Tribal Digital Village (TDV). The Tribal Digital Village 
provides infrastructure as well as traiJring and online content to 15 American Indian Reservations in San 
Diego and southern Riverside. counties.477 A BTOP grant awarded to ZeroDivide in 2010 provided 
funding for additional eqnipment and support for community anchor institutions as well as computer 
skills and aWareness training.478 We also note that, as a'voluniaIy commitment in its recent transaction 
involving NBC Universal, Inc., Comcast Corporation agreed to make broadband available to low-income 
households for less than $10 per month, and making,p,ersbnal computers, netbooks, and other computer 
eq]lipment available at a purchase price below $150. 79 . . 

271. To help address the cost barrier faced by many low-income households unable to afford 
broadband, the National Broadband Plan recommended that LifelinelLink Up be modernized to support 
broadband.480 The Joint Board also recognized the importance of broadband to low-income households in· 
its.2010 Recommended Decision.481 The Joint Board proposed that the Couuilission adopt an additional 
mliversal service principle pursuant to its authority under section 254(b )(7) of the Act, that "universal 
service support shonld be directed where possible to networks that provide advanced services, as well as 
voice services."''' In the USFIICC Transformation Notice, the Commission proposed to adopt the Joint 
Board's recommended principle and sought comment on whether to expand the defInition of "universal 
service" to make broadband a supported service.'" 

272. The National Broadband Plan and the Joint Board also identifIed several practical issues 
that the Conimission shonld consider when assessing whether and how to include broadband as a 
supported service under the program, including, among other things, how "broadband" should be defmed 
and measured for universal service purposes, how best to ensure broadband availability in unserved and 
underserved areas, and how to structure a Lifuline discount fur broadband services.484 The USFIICC 
Transformation Connect America Fund Notice sought comment on how to defIne broadband for purposes 
of the high-cost program, but expressly reserved the right to adopt different perfonnance requirements for 
LifelinelLink Up. 

273. Recognizing the complexities of modernizing the low-income support mechanisms for 
broadband while ensuring that universal service funds are used efficiently, the National Broadband Plan 

. 477 Tribal Digital Village Broadband Adoption Program, Executive Summary, available at 
http://www.zerodiyide.org!sites/defanltlfi]es/5507 TDV.pdf(last visited Mar. 3, 2011); see also TnlJal Digital 
Village, http://www.sctdv.netl!last visited Mar. 2, 201 ll. 

478 See BroadbandUSA, Connecting America's Communities, ZeroDivide Fact Sheet, available at 
http://www2.ntia.doc.w/fi!es!granteeslfuct sheet - zerodivide tribalpdf(lastvisitedMar. 3, 2011); Press 
Release, ZeroDivide, ZeroDivide Receives Stimulus Funding to Increase Broadband in Native American 
Communities (Aug. 18,2010), available at 
http://www.zerodivide.orglntialzerodivide funding native american tribal connuunities (last visited Mar. 3, 2011). 

479 See Applications of Com cast Corporation, General Electric Company and NBC Universal, Inc.; For Coment to 
Assign Licenses and Transfer Control of Licensees, ME Docket No. 10-56, Memorandum Opinion and Order, FCC 
11-4, at para. 233 (reLJan. 18,2011). 

480 NATIONAL BROADBAND PLAN at 172. 

481 See NATIONAL BROADBAND PLAN at 169, Box 9.1 (''Broadband Means Opportunity"); 20] 0 Recommended 
Decision at 15624-25, paras. 74-75. . 

482 See 20]0 Recommended Decision at 15625, para. 75; see also 2007 Recommended Decision, 22 FCC Red at 
20477 (discussing the redefiniti.on of supported services to include broadband and mobility services). 

483 See USFI/CC Transformation NPRM, FCC 11-13, at paras. 63, 65. 

484 20]0 Recommended Decision at 15625-26, para. 77. 
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recommended that the Commission begin transitioning Lifeline to support broadband by facilitating pilot 
programs to test different program design elements.485 More recently, in its review of the Lifeline and 
Link Up program, the GAO highlighted the importance of developing a needs assessment for the design 
of any new fsrograms and to determine whether existing programs are meeting the needs of the targeted 
population. 86 The GAO also noted that agencies should develop implementation and evaluation plans 
when conducting pilot programs to increase confidence in the results of such programs.487 

274. The Commission hosted a roundtable discussion last summer to solicit input on pilot 
programs to integrate broadband as a supported service under the program.488 Participants discussed a 
number of critioal issues, including goals for supporting broadband through the low-income program, the 
importance of addressing barriers in addition to the cost of service, what existing data and information is 
available on broadband service and adoption for low-inconie individuals, and pilot program mechanics 
and operation.48

' Participants in the roundtable discussion and other stakeholders have suggested that 
they are exploring ways to condnct low-income broadband pilot projects.490 

2. Support for Broadband 

275. The Commissicn seeks comment on revising the definition of "Lifeline" to ensure it is 
keeping pace with the needs of low-income households, consistent with the statutory principle that 
"consumers in all regions of the country, including low-income consumers ... should have access to 
telecommnnications and information services.''''1 LifelinelLink Up does not currently support 
broadband. We seek comment on whether the Commissicn should amend the definition of Lifeline to 
explicitly allow support for broadband. 

276. As noted above, the Commission has sought comment in the USFIICC Transformation 
Notice on whether to make broadband a Supported service and has sought comment on extending 
universal service support to broadband. If the Commission does not make broadband a supported service, 
what would be the regal basis for our authority to snpport broadband in the Lifeline and Link Up 
program? If the Commission makes broadband a supported service, what are the associated practical and 
operational challenges that we would need to address when expanding Lifeline snpport to broadband? 
For ·example, how should a broadband Lifeline service be defined and measured? Should Lifeline support 
be avaHable on services that do not meet whatever speed threshold the Commission ultimately adopts for 

485 NATIONAL BROADBAND PLAN at 173. 

486 2010 GAO REpORT at 30. See Letter from Julius Genachowski, Chainnan, Federal Communications 
Commissioc to the Honorable Joseph 1. Liebennan, Chairman, Committee on Homeland Security and Governmental 
Affairs, United States Senate (Feb. 2, 20 I 1) (agreeing with the GAO recommendation to conduct a needs 
assessment)(Commission Senate Letter). 

487 2010 GAO REPORT .t 30-31. 

488 See Roundtable Discussion. 

489 See Roundtable Agenda Public Notice; Roundtable Discussion. 

490 See Letter from Jonathan Banks, Senior Vice President, Law and Policy, United States Telecom Association, to 
Marlene H. Dortch, Secretary, Federal Communications Commission, GN Docket Nos. 09-47, 09-51, 09-137 (filed 
Jan. 25, 2010) (USTA Jan. 25, 2010 Ex Parte Letter); Letter from Kelley Dunne, CEO, One Economy Corporation, 
and Ken Eisner, Managing Director, OE Ventures, to Hoc. Julius Genachowski, Chairman, Federal Communications 
Commission, Docket No. 03-109 (filed Feb. 10,201 I) (One Ecocomy Broadband Pilot Proposal); see also North 
Carolica Economic Development Center, E-NC Lite-Up Progrsm, h!!p:llwww.e-nc.orglpubliclnc lit. up (last 
visited Mar. 2, 2011). 

491 See 47 U.S.C. § 254(b)(1),(3); see also 47 u.s.c. § 151. 
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pnrposes of setting infrastructure deployment reqnirements under the Counect America Fund? For 
instance, some parties have suggested that for purposes of Lifeline, consumers should be free to choose to 
use discounts on services that provide 768 kbf,s or 1.5 Mbps downstream, rather than being forced to use 
the discount only on higher-speed offerings.' 2 Should there be any minimum performance reqnirements 
for Lifeline broadband offerings? 

277 • What would be the appropriate framework for determining support levels for broadband 
services, given that the price of the retail service is not regnlated at either the federal or state level? We 
are mindful of the need to ensure that contributions to our universal service support mechanisms do not 
jeopardize our ability to promote quality services at affordable rates for all cousumers. How shonld we 
balance these competing goals as we consider modernizing Lifeline and Linknp to snpport broadband? 

278. Ifbroadband is made a supported service, should we impose any terms and conditions on 
the Lifeline snpport that is available for broadband? For example, should there be any limitations on the 
types of services that are offered as part of a Lifeline plan? We sought comment above on whether low
income households should be able to use their Lifeline discounts on any plan with a voice component;. 
should ETCs similarly be required to offer Lifeline discounts on all broadband plans, or just some? We 
note that several wireless ETCs currently offer text messaging services as part of their Lifeline calling 
plans.493 Should consumers be permitted to select "data only" Lifeline plans? Is there a risk that low-

.. income households might incur excessive charges for data plans, absent some form of data or usage cap? 
> We note that some Lifeline consumers already subscribe to broadband services.'94 We ask that ETCs 
. provide ilny data they may have regarding broadband subscribership among current Lifeline recipients .. 

We also recognize that our analysis of these questions may depend, in part, on what we learn from the 
broadband pilots described below. 

3. Broadband Pilot 

279. We propose to set aside a discrete amount of universal service funds reclaimed from 
eliminating inefficiencies andlor waste, fraud, and abuse to create. a pilot program to evaluate whether and 
how LifelinelLinkUp can effectively support broadband adoption by low-income honseholds. A 
broadband pilot program could help us gather comprehensive and statistically significant data about the 
effectiveness of different approaches in making broadband more affordable for low-income Americans 
and providing support that is sufficient but not excessive. '95 This data could assist the Commission in 
considering the costs and benefits of various approaches prior to using Lifeline to support broadband on a 
permanent basis. We recognize that the ultimate snccess of using Lifeline funds to support broadband 
may hinge on the sufficiency and effectiveness of preliminary testing conducted through a pilot program. 
As identified by the GAO, the Commission has recognized the importance of developing an assessment 

492 See, e.g., Cox Communications Comments, GN Docket Nos. 09-47, 09-51, 09-137, at 12 (filed Dec. 7, 2009); 
AT&T's ETC proposal, infra note 533; Hughes Network Systems, LLC and WildBlue Communications, Inc., Jom! 
Reply Comments, GN Docket No. 09-51, at 7 (filed July 21,2009). 

493 See, e.g., GCI, Lifeline Rural Wireless Service, hl\P:llwireless.gcLcom!catalogilifeline-rural-p-154.html (offers 
unlimited text messaging with all callmg plans) (last visited Mar. 2, 2011); SafeLink Wireless Raises the Lifelme 
Offering: New York, ht!p:llwww.celI-phone-plans.netiblogiceII-phones/safelink-wireless-raises-the-Iifeline
offering-new-york! (detailing TracFone's new Lifeline plans that mclude one text message in exchange for one 
minute of provided voice service) (last visited Mar. 2, 20 II). 

494 Cf Broadband Adoption and Use in America at 7 (stating that 40 percent oflow-income Americans with annual 
household incomes at $20,000 or below bave broadband). 

495 See supra paras. 37-41 (proposing, as a performance goal, to eDsure that LifelinelLink Up provides support that 
is sufficient, but not excessive). 
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of the telecommunications needs oflow-income households to infonn the design ,and implementation 'of 
broadband pilot programs.4's . . 

280. Scope of the Pilot Program. We propose using the pilot program to fund a series of 
projects that would test different approaches to providing snpport for broadband to low-income 
consumers across different geographic areas. The projects could also try to take into account unique 
barriers faced by certain groups oflow-iucome non-adopters such as Tribal communities or Americans 
for whom English may be a second language. While individual projects might involve only one type of 
provider or technology, the overall objective would be to desigu a pilot program that would be 
competitively and technologically neutral. 

281. We propose structuring the pilot program as a joint effort among the Commission, one or 
more broadband providers, andlor one or more non-profit institutions or independent researchers with 
experience in program design and evaluation.497 The pilot also could include participation from other 
stakeholders such as private foundations; non-profits experienced in outreach and digital literacy training; 
desktop computer, laptop, or mobile device manufactures or retailers; and state social service or economic 
development agencies. We seek comment on these proposals to structure the pilot program as a joint 
effort among a variety of stakeholders focused on conducting a series of projects to test different 
approaches to providing support We expect that the projects would test several variations on program 
design, including experimenting with different techniques to combine discounts on service andlor 
hardware with efforts to address other barriers to broadband adoption such as digital literacy. 

282. Consistent with our historic role io providiog support for services and not equipment"" 
we seek comment on fundiog projects that would test variations io the monthly discount for broadband 
services, iocluding variations on the discount amount, the duration of the discount (limited or unlimited, 
phased- down over time or constant), and the treatment of bundled services. We also propose to test 
variations io Linkup-like discounts to reduce or eliminate iostallation fees, activation fees, or similar 
upfront charges associated with the initiation of service. We seek comment on these:proposais. 

283. We propose to require at least some pilot participams to either offer hardware directly or 
partner with other entities to provide the necessary devices as a condition of participatiog io the pilot 
program. The cost of customer equipment necessary to access the Internet (iocludiog computers or other 
devices) has been shown to be a major barrier to adoption, particularly for low-iocome households.499 

Some stakeholders have suggested that the cost of Internet-enabled devices poses a significant burden on 
an ETC's ability to provide affordable broadband to low-iocome consumers.'oo It wonld be valuable for 
pilot projects to test variations io discounts to reduce the cost of hardware, iocluding discounts for air 
cards or modems. Because we iotend to evaluate the impact ofETCs' providiog different types of 
disconnts on hardware versus not providiog any discount, some consumers would not be offered . 

496 Commission Senate Letter. 

497 The National Broadband Plan highlighted the importance of forming partnerships across multiple stakeholder 
groups and siinultaneously addressing multiple barriers to adoption which may include cost of service, cost of 
hardware, digital literacy and many others. NATIONAL BROADBAND PLAN at 170-71. 

498 See 47 C.F.R. §§ 54.101(a), 54.401(a)(3). 

49' See Robert D. Atkinson, The Jnfonnation Teclmology and hmovation Foundation, Policies to Increase 
BroodbandAdoption at Home (Nov. 2009), available at bttp:/!www.itiforg/files/2009-demand-side-policies.pdf 
(Broadband Adoption Report). 

500 Letter from David Coben, Vice President, Policy, US Telecom, to Marlene H. Dortch, Secretary, Federal 
Communications Commission, CC Docket No. 96-45, WC Docket No. 03-109, at2 (February 23, 2011) (US 
Telecom Broadband Pilot Proposal). 
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discounted hardware. Ifwe require some applicants for pilot program funding to offer discounted 
hardware, should all applicants be required to agree to do so even though we do not expect all consumers 
to receive discounts? We seek comment on these proposals .. 

284. We propose that applicants for pilot program funding should be prepared to experiment 
with different approaches to overcoming digital literacy barriers, other non-cost barriers to adoption, and 
variations in other program design elements that may help the Commission implement a permanent 
snpport mechanism. The National Broadband Plan and subsequent research identified the lack of digital 
literacy among low-income Americans as a major barrier to broadband adoption."1 Skills sUch as being 
able to use a computer or other Internet-enabled device to retrieve and interpret information or to 
communicate and collaborate with other users, and even such fundamental steps as navigating a website 
and creating a username and password, may pose significant difficulties for many consumers. Any 
program seeking to effectively increase adoption of broadband may need to address this barrier. We 
specifically seek comment ou what subset of the following additional program design elements should be 
tested: 

• Training methods; 

• Outreach methods; 

• Contract terms; 

• Product offerings/service restrictions or requirements (such as establishing minimum or 
maximum speed offerings for consumers participating in the pilot); and/or 

• Administration/enrollment methods such as automated enrollment through low-income 
housing facilities or other social service entities. 

We also seek comment on how the Commission should take into account elements beyond its control, 
such as programs or services provided by the private sector, other governmental agencies, or non-profits 
in conjunction with support provided as part of a broadband Lifeline and Link Up program. 

'285. We intend for the pilot program as a whole to test the impact of these varying factors; we 
are not snggesting that eacb project funded through the pilot test every variable of interest to the 
Commission. We seek comment on this proposal. We also ask commenters to consider how many 
settings of key variables should be tested for eacb program design element (e.g. discount amount, duration 
of the discount). How many households should participate to test each element and variation in a way 
suitable for generalizing to a large scale program? Should all elements be tested simultaneously, or 
should they be sequenced in some manner? 

286. We note that the goal of the pilot program is to conduct experiments to collect 
information that would help inform future policy decisions. The pilot is not intended to have an 
innnediate impact on low-income consumers on a large-scale. Similarly, the structure and rules 
goveruing pilot projects may differ in important ways from rules that the Commission may ultimately 
adopt to expand Lifeline to support broadband. 

287. Pilot Program Funding. We seek comment on how much money should be allocated to 
support discounts on broadband and administrative costs associated with the pilot projects. Because the 
goal of the pilot program is to conduct test projects that would produce meaningful data by experimenting 
with different-program design elements, we believe that only a relatively small ,sample size is needed to 

501 NATJONALBROADBAND PLAN at 174; see NITA DIGITALNATJON, at 9 (noting that level of education is a strong' 
predictor of broadband use among adults). 
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develop statistioally valid results.''' Dependiog on the parameters assessed by different pilot programs, 
the program may be able ta gather statistically valid data from a smaller number of participating 
households. 

288. Consistent with our over-archiog objective of ensuriog fiscal responsibility, we propose 
to fund the pilot projects by utilizing at least some of the saviugs from the proposal to eliminate 
reimbursement for Toll Limitation Services, as well as some of the saviogs realized by elimioating waste, 
fraud, aud abuse from the program.'" USAC's most recent projeotions forecast total annual 2011 TLS 
support of approximately $23 million.504 Are there other funding sources available that we should 
consider in implementiog these pilot programs? Should we require entities applying for pilot program 
funding to· contribnte some sort of matchiog funds or io-kind coutributiou? 

289. Duration of Pilot Program. Commenters have recommended pilot programs rangiog 
from six months to multiple years.505 USTelecom suggested, for iostance, !hat a period of 18 to 24 
months would be needed to produce "meaningful data that would pennit the Commission to thoughtfully 
design a pennanent program.,,506 We seek comment on the appropriate duration of a pilot program. 
Commenters who suggest schedules should explaiu the relative advantages and disadvantages of specific 
lengths oftime.507 

290. At the Commission's broadband pilot roundtable, several parties suggested that it might 
be appropriate to provide subsidies onlr for a limited period of time to address the initial adoption hurdle 
of realizing the beuefit of broadband." If some of the variables tested ioclude variations on the length of 
time that a subsidy is available Qr a reduction in the amount of subsidy over time, for how long would 
researchers need to follow subscribers after the reduction to test whether adoption outcomes stay the 
same, or whether consumers drop service when the subsidy is elirninated or reduced? 

291. Role of the States. We seek comment on the role that states should play io any pilot 
program iotegrating broadband service into the low-iocome program. For iostance, could states assist io 
identifying target populations or assist in administration? Are there services or funding support that states 
are uniquely sitoated to provide in a broadband pilot program? How should low-iocome universal service 
support for broadband be integrated iota other federal, state, regional, private, or non-profit programs that 
help address barriers to broadband adoption? 

292. Consumer Eligibility To Participate in Pilot Projects. We propose usiog the Lifeline 

502 See US Telecom Broadband Pilot Proposal at 3; see also e-NC Authority, htto://www.e-nc.orWoublic/nc lite up 
(describing pilot program targeting only 270 households). 

50' See supra Section N (Immediate Reforms to Eliminate Waste, Fraud, and Abuse). 

504 USAC 2Q 20 11 FlLING, at 17. 

505 See, e.g., Letter from Christopher Savage, Counsel, Nexus Communications, to Marlene R Dortch, Secretary, 
Federal Communications Commission, WC Docket 03-109; CC 96-45 at 2 (Nexus Communications Broadband 
Pilot Proposal) (proposing a 6 month pilot); Michigan Public Service Commission Comments, WC Docket No. 03-
109, at 5 (filed Nov. 26, 2008) (encouraging the Commission to extend by 2 years a pilot program originally 
proposed for 3 years if the pilot is successful). 

506 USTelecom Broadband Pilot Proposal at l. 

507 Some stakeholders have expressed concern about delaying a wide-scale launch of a low-income support 
mechanism for broadband while the Commission conducts further analysis by fucilitating pilot programs or through 
other means. At the same time, others have wamed about the dangers of impatience and suggested that it would 
take at least two to three years to evaluate the results of a well-run pilot. See Roundtable Discussion. 

508 See Roundtable Discussion. 
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eligibility rules currently in effuct in federal default states as a uniform set of consumer eligibility 
requirements to be used in all pilot projects. We believe uniforin eligibility rules will lower 
administrative costs associated with the pilots and help the Commission more easily compare results from 
different pilot projects. Is there any reason to allow some pilot projects to deviate from the federal default 
rules? For example, should the Commission consider funding a pilot project that tested the impact of 
more striJ:tgent or more lenient eligibility requirements to help assess the potential impact such 
reqnirements might have? Alternatively, are there reasons that the Commission should consider pilot . 
projects that limit eligibility to a more narrowly defined group of households currently eligible under the 
federal default rules, such as households with children participating in the National School Lunch 
Program?50' 

293. Eligibility To Apply for FW1dingfor Proposed Pilot Projects. We seek comment on 
whether funding for the pilot program should be limited to ETCs or whether non-ETCs could be eligible 
to receive funding during the pilot. Several commenters have suggested eligibility for funding for 
broadband pilots, or any broadband Lifeline support, should be independent from the traditional ETC 

" requirements established under section 214 of the Act'10 Could we forbear from onr current ETC 
requirements to allow non-ETCs (e.g; broadband providers who are not ETCs or non-providers) to 
participate in the pilot? Forbearance from our.ETC requirements may encourage participation by a 
greater number of broadband providers. What are the advantages and disadvantages of having a larger 

.,' number of proViders seek funding for pilot projects? 

.; 294. We propose to allow non-ETCs (e.g., non-providers) to submit applications for pilot 
funding provided they have identified ETCs, which would receive the support disbursements, as partners . 

. We believe allowing non-ETCs to apply for funding may increase participation by allowing ETCs to rely 
on other eutities to help with pilot program administration. This approach may also encourage more 
multi-stakeholder partnerships designed to simultaneonsly address mUltiple barriers to adoption. We seek 
comment on this proposal. 

295. . We also seek comment on limiting program participation to ETCs that partner with 
entities approved by the NTlA's State Broadband Data & Development (SBDD) Program. The SBDD 
program, led by state entities or non-profit organizations working at their direction, facilitates the 
integration of broadband and information technology into state and localeconomies.'11 The program 
awarded a total of $293 million to 56 grantees or their designees and the grantees use this funding to 
support the use of broadband technology.512 Among other objectives, these state-created projects use the 
grants to research and investigate barriers to broadband adoption and created state and local taskforces to 
expand broadband access and adoption. ETCs could work with the SBDD grantees and other 
stakeholders to develop pilot projects that integrat~ federal universal service support into a state's existing 
or planced adoption efforts. The potential benefits of encouraging ETCs to partner with these SBDD 
grantees to participate in this pilot program are numerous: Each of the grantees was selected by a state 

so, Letter from Steven F. -Morris, National Cable & Telec~mmunications Association, GN Docket No. 09-51, WC 
Docket No. 05-337, CC Docket No. 96-45 (filed Dec. 4, 2009). 

'10 See, e.g., AT&T's ETC Proposal, infra note 533; Sup parting BraadbandAccessfor Users of Video andIP-Based 
Communications who are Deq{, Hard afHearing, Late-Deqfened, ar Deof-Blind, or who have a Speech Disability, 
WC Docket No. 03-109, CC DocketNo. 96-45, at 23 (filed Oct. 30, 2008); AT&T Comments, WC Docket No. 96-
45, WC Docket No. 03-109, at 53 (filed Nov. 26,2008); Qwest Communications Comments, GN Docket Nos. 09-
47,09-51,09-137, at ii-iii (filed Dec. 7, 2009). 

511 State Broadband Data & Development Program: BroadbandUSA - NTIA, ht!p:Ilwww2.ntia.doc.goy/SBDD (last 
visited February 28, 201l). 

'12 ld. 
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govenunent that may be well positioned to develop targeted, state-specific adoption approaches; many of 
the grantees have experience with training, outreach, and surmounting barriers to adoption; and such a 
pilot could leverage the work already conducted by NTIA, such as the due diligence it performed on the 
grantees and ongoing program oversight over those grantees. We seek comment on limiting eligibility in 
the pilot program only to ETCs that are partnering with SBDD grantees. Is there another group of federal 
or state program grantees that we should consider including in the pilot? 

296. Proposals. We propose to require entities interested in applying for pilot program 
funding to submit specific information abont the proposed proj ect, snch as applicant information, 
including any and all private or corporate partners or investors; a detailed description of the program, 
including length of operation; product offerings and service restrictions; discount or discounts provided, 
the duration of the discounts; treatment of bundled services; whether discounts would reduce or eliminate 
installation fees, activation fees, or other upfront costs; how to address (if at all) the cost of hardware, 
including aircards, modems, laptops, desktops, or other mobile devices;5J3 training and outreach; testing; 
identification of costs associated with implementing the program, including equipment and training costs; 
how the project complies with relevant program rules, adequately protects against waste, fraud, and 
abuse, and achieves the goals of the program discussed above. We also propose to require applicants to 
provide a brief description of how their program would help inform the Commission's futore decision
making related to providing low-income snpport to broadband on a nationwide basis. We seek comment 
on this process for submission of pilot proposals. 

297. Pilot Evaluation. We seek comment on how to evaluate the results of pilot projects and 
what reporting requirements should be adopted for pilot participants. How could 1:\1e Commission 
evaluate whether approaches tested dUring the pilot program further the proposed goal of providing 
affordable broadband service? Should one goal of the pilot be to test the impact of the project's approach 
on increasing adoption? For instance, should we assess the total number of new adopters; new adopters 
as it percentage of eligible program participants; the number of program participants as a percentage of 
eligible participants; average percentage of participants' discretiouary income spent on discounted 
broadband service through the pilot relative to the national average percentage of household discretionary 
income spent on broadband? How could we evaluate the relative impact of the service discount compared 
to other potential factors that may be tested, such as the provision of training or equipment? We propose 
that the Commission also seek to develop information about the cost per participant and cost per new 
adopter through the pilot program. This information could assist the Commission in assessing the costs 
and benefits of particular approaches to whether broadband should ·be supported, and if so, how. We seek 
comment on this proposal and Whether there are other types of data that the Commission should review to 
evaluate whether a given approach would provide support that is sufficient bnt not excessive. 

298. We seek comment on other types of information the Commission should consider when 
assessing projects funded through the pilot program. For instance, how best can the CoIlllIrission evaluate 
program administration costs and the feasibility of expanding any given test project to a national scale? 

299. Delegation of Authority. We propose to delegate authority to the Wireline Competition 
Bureau to select pilot participants and take other necessary steps to implement the proposed program. We 
seek comment on this proposal. 

300. Previously Submitted Proposals. A number of entities have developed and submitted 
ideas for different types of broadband low-income pilotS.514 For instance, US Telecom explains that an 
efficient broadband pilot program design should include three components: research; program design and 

513 See Roundtable Discussion. 

514 US Telecom Broadband Pilot Proposal; Nexus Communications Broadband Pilot Proposal; One Economy 
Broadband Pilot ProposaL 
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implementation; and evaluation.51S Nexus Communications proposes that a broadband pilot be condncted 
in four different cities using "smart phones" that would enable the .ComInission to obtain real-word data 
with regard to community response to four different pricing and service arrangements.5l6 One Economy 
proposes two' distinct pilot programs, one involving a 4G public private partnership and another one 
. involving a reverse auction design.517 ' , 

301. We seek comment on these proposals. We ask commenters to identify how these 
proposals could be improved or altered and to explain how any measures that they suggest are consistent 
with our proposed goals of ensuring just, reasonable, and affordable service and ·providing support that is 
sufficient but not excessive. 

302. .Finally, as discussed above, a number of other broadband adoption programs are . 
currently underway, and other stakeholders have suggested that they may conduct their own projects on 
these issues. We are interested in learning more about the status of these projects I!lld what data we can 
gather from those efforts. Is there information or data that the ComInission is uniquely positioned tu 
gather? What data can the Commission rely on outside sources to collect, and how could it design pilots 
to complement any private sector research efforts? Can the Commission gather sufficient information 
'from existing adoption programs to inform its policies sufficiently to implement a long-term low-income 
support for broadband program without launching Lifeline and Link Up pilots? We welcome information 
from industry, academic institutions, governmental agencies, and other stakeholders that could assist in 

.' our evaluation of strategies to extend Lifeline to broadband. 

C. Eligihle Telecommuuications Carrier Requirements 

. , 303. Background Section 254(e) of the Act limits universal service sUfRort, including 
Lifeline and Link Up support, to ETCs designated under section 214( e) of the Act., 8 Section 214 of the 
Act, in turn, requires that ETCs use their own facilities, at least in part, to provide services supported by 
universal service and requires carriers to engage in a two-stage "redefinition" process before carriers may 
serve certain rural service areas.519 When Congress first adopted-and the ComInission first 
interpreted-these requirements, the focus was on participation by ETCs in the ComInission's high-cost 
program and the need to encourage ETCs to invest in infrastrnctnre to cover new areas and reduce the risk 
of cream skimming.520 In this section, we seek comment on whether those requirements remain necessary 
and in the public interest fur participan1B in the ComInission's program. We also consider whether these 
requirements should be modified if we modernize the program to support broadband. 

304. Since 2005, the Commission has granted forbearance eight times to carriers seeking to 
participate in the Lifeline program without using their own facilities to provide service.521 In each case, 

515 US Telecom Broadband Pilot Proposal. 

516 Nexus Communications Broadband Pilot Proposal. 

517 On~ Eoonomy Broadband Pilot Proposal. 

518 47 U.S.C. § 254(e). 

519 47 U.S.C. § 214( e)(l )(A) (requiring '!ll ETC to "offer the services that are supported by Federal universal service 
support mechamsms ... either using its own facilities or a combination of its own facilities and resale of another 
carrier's services"), 214 (e )(5) (defining service areas for ETCs); 47 C.F.R. § 54.207 (establishing the process 
carriers must use to redefine a rural service area). 

520 See, e.g., Universal Service First Report and Order, 12 FCCRcd at 8861-76,8880-83, paras. 150-l!0, 186-91. 

521 See TracFone Forbearance Order; Virgin Mobile Forbearance Order; i-w~reless Forbearance Order; Global 
Forbearance Order; Telecommunications Carriers Eligible/or Universal Service Support; Federal-State Joint 
(continued .... ) 
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the Commission has concluded that the use of a carrier's own facilities when participating in the Lifuline 
program is not necessruy to ensure just and reasonable rates or to protect cousumers and is in the public 
interest so long as the carrier granted forbearance fuJ:fi11s certafu conditions,s22 And in each case, the 
reseller seeking to participate in the Commission's Lifeline program has gone through the same process: 
filing a forbearance petition with the Commission and responding to comments and concerns about that 
petition; filing a compliance plan with the Wireline Competition Bureau and responding to comments and 
concerns about that plan; and filing ETC designation petitions with the Commission or the states and 
responding to another round of connnents and concerns. This multi-stage process may take" years to 
complete, costing companies time and money and placing a not insignJ:ficant burden on Commission 
resources. 

305. The National Broadband Plan recommended that any broadband provider meeting criteria 
established by the Commission - whether wired or wireless, fixed or mobile, terrestrial or satellite
should be eligible to participate in LifelinelLink Up.523 In the Crmnect America Fund Notice, we songht 
comment on whether the Commission should establish Lifeline-only ETCs, in the event it extends support 
to broadband. 

306. Dilicussion. We seek comment on whether the Commission should forbear from 
applying the Act's facilities requirement to all carriers that seek limited ETC designation to participate in 
the Lifeline program.524 Should every wireless reseUer be eligible to become an ETC so long as it fuJ:fills 
the conditions we have previously imposed as conditions of forbearance?'25 If so, should the Commission 
adopt rules codifying the conditions rather than imposing them on a case-by-case basis? 

307. Some of those conditions previously imposed on reseUers may have some benefit even if 
applied to facilities-based carriers that participate in the Lifeline program, such" as the conditinn that 

" carriers directly deal with their customers (rather than use a third-party interrnediruy, like a retailer).'''' 
Should the Commission adopt any of these conditions as rules that would apply to all ETCs thet 
participate in the Lifeline program? Other conditions-such as the requirement to provide appropriate 

"(Continued from previous page) 
Board on Universal Service; Conexions Petition/or Forbearance, WC Docket No. 09-197, CC Docket No. 9645, 
Order,25 FCC Red 13866 (2010) (Conexions Forbearance Order). 

'.22 See, e.g., Conexions Forbearance Order, 25 FCC Red at 13868-72, paras. 8-20. 

523 NATIONAL BROADBAND PLAN at 173. 

S24 47 U .S.C. § 160(a) ("['I]he Cornmissioo shaU forbear from applyjng any regulatioJ;l or any provision ofthis Act 
to a telecommunications carrier ... or class of telecommunications earners!' in certain circUmstances.!'). 

525 See, e.g., i-wireless Forbearance Order,25 FCC Red at 8788, 8790, paras. 11, 16 (conditioning forbearalice on i
wireless (1) providiog its Lifeline customers with 911 and eIlhanced 911 (E911) access regardless of activation 
status and availability of prepaid minutes; (2) providing its Lifeline customers with E9I I-compliaot handsets and 
replacing, at no additional charge to the customer, noncompliaot handsets of existing customers who obtain Lifeline
supported service; (3) complyjng with conditions (1) and (2) as of the date it provides Lifeline service; (4) obtaining 
a certification from each public safety answertog point (pSAP) where the carrier seeks to provide Lifeline service 
coDiinrring that the carrier provides its customers with 911 and E911 access or self-certifying that it does so if 
certain conditions are met; (5) requiring each customer to seJf.certify at time of service activation and annually 
thereafter that he orshe is the head of household and receives Lifeline-supported service only from thet carrier; (6) 
establishing safegoards to prevent its customers from receiviog multiple Lifeline subsidies from that carrier at the 
same address; (7) dealing directly with the customer to certify and verify the customer's Lifeline eligibility; and (8) 
submitting to the Wireline Competition Bnreau a compliance plan outlining the measures the carrier will take to 
implement these conditions). 

S26 See, e.g., i-wireless Forbearance Order, 25 FCC Red at 8790, para 16. 
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access to 911 and E911-may be applicable to facilities-based carriers that use their own facilities only in 
part.'27 Shonld the Commission adopt such conditions as rules that would apply to ETCs that use other 
carriers' facilities to offer access to emergency services? In short, what rules should the Commission 
adopt if it forbears from the facilities requirement for a class of carriers?'28 

. 308. More broadly, should the Commission consid~r issuing blanket forbearance for other 
purposes? For example, several carriers have requested forbearance from the facilities requirement for 
purposes of participating in the Connnission' s Link Up program, but the Commission has thus far found 
that no carrier has shown that such forbearance would be in the public interest'29 Would blanket 
forbearance from the facilities requirement for this purpose, taking into account the differences between 
the Lifeline and Link Up programs, be in the public interest? What rules would be necessary to ensure 
that any such forbearance protects consumers, is in the public interest, and wonld not encourage waste, 
fraud, and abuse of universal service funds? 

309. Other carriers have requested forbearance from the Act's redefinition process as applied 
to low-income-only ETCs.'" Should the Commission consider forbearing from this process for a class of 
carriers, and if so, what rules and conditions would be necessary to protect the public interest? 

310. AT&T has proposed that the Connnission adopt an entirely new ETC regulatory 
'framework. Specifically, AT&T argues that we should allow all providers ()fvoice and broadband 
'services to provide Lifeline discounts on a competitively neutral basis where they offer service.531 Under 
. this proposal, we would esteblish a "Lifeline Provider" registration process whereby provider 
participation is not tied to the existing section 214 requirements or ETC desiguations, and not necessarily 
mandatory. Under this framework, each provider of eligible voice and broadband Intemet access service, 
including reseUers and wireless providers, would be eligible to rovide Lifeline discounts to qualifying 

.. honseholds in the areas where the provider offers the service." 

311. Consistent with this alternative approach, AT&T proposes that the Commission abolish 
the current Lifeline tier support structure set forth in section 54.403 of our rules and replace it with a flat, 
:fixed-dollar discount amount that could be applied to the retail price of one eligible voice service and' one 
eligible broadband service.533 Similarly, AT&T proposes a flat discount approach to Link-Up. AT&T's 
ETC proposal also includes a recommendation that we automate program eligibility and verification 
processes and procedures, which is discussed in more detail above in the Database section of this Notice. 

527 See, e.g., id. at 8788, para. 11. 

528 For elCalIIple, the Wireline Competition Bureau recently conditioned Vrrgin Mobile's designation as a Lifeline
only ETC in certain states on voluntary commitments Virgin Mobile made to implement procedures to gnard against 
waste, fraud, and abuse of its Lifeline service. See Virgin Mobi/e 2010 ETC Order, 25 FCC Red at 17805, para. 24. 
Should any ofllie conditions imposed in that order become rules for all carriers that receive forbearance? 

529 See, e.g., i-wireless Forbeorance Order, 25 FCC Red at 8791-92, para. 21. 

530 See, e.g., NTCH, Inc. Petition/or Forbearancefrom 47 U.S.C. § 214(e)(5) and 47 C.F.R. § 54.207(b), WC 
Docket No. 09-197 (filed Mar. 5,2010); Cricket Communications, Inc. Pelition/or Forbearance, WC Docleet No. 
09-197 (filed JUD. 21, 2010). 

531 Letter from Jamie M. Tan, AT&T, to Marlene Dortch, Secretary, FCC, WC DocleetNo. 03-109, GN Docket Nos. 
09·51,09·47,09-137 (filed Dec. 22, 2009) (AT&T's ETC Proposal). 

532 Id. 

513 111. See supra paras. 245·47 fur a discussion on lifeline support amounts and llie current tier~d Lifeline support 
structure.' 
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312. We seek comment on AT&T's proposal, which wonld enable all providers of voice and 
broadband services to offer Lifeline discounts to eligible low-income households. In particular, we ask 
commenters to address: (1) Whether the current ETC designatiou process should be revised for Lifeline 
providers· and, if so, how, (2) whether current ETCs should be able to opt out of providing Lifeline 
services; (3) whether it should be mandatory or optional for ETCs to participate in the Lifeline program; 
(4) whether cousumers should be entitled to a single discount off of a single service Or whether consumers 
should be allowed to receive mUltiple Lifeline discounts on multiple services, (e.g. voice and broadband); 
(5) how this new regnlatory framework would be administered; (6) what processes and procedures would 
be necessary to snpport this new framework; (7) what additional steps the Commission should take to 
guard against waste, fraud, and abuse in the program if additional providers offering multiple services 
were to participate in the program; (8) the legal basis for adopting such a proposal; (9) whether there are 
any issues we would need to account for in terms of transitiou to this type of mode~ such as service 
contracts; and (10) how this proposal would impact the states, including their current roles associated with 
grauting ETCs authority to operate in their states and overseeing their performance. . 

X. OTHER MATTERS 

313. We propose to eliminate section 54.418 of our rules, which required ETCs to notiIY low-
income consumers of the DTV transition. This rule is now obsolete given the completion of the DTV 
transition. We seek comment on this proposal. 

XI. PROCEDUEAL MATTERS 

314. The proposed rules are attached as Appendix A. In addition to the chauges discnssed 
above, the proposed rules include non-substantive changes to the rules applicable to the program. We 
seek comment on such changes. 

A. Paperwork Reduction Act Analysis 

315. This document contains proposed new information collection requirements. The 
Commission, as part of its continuing effort to reduce paperwork burdens, invites the general public and 
the Office of Management and Budget COMB) to comment on the information collection requirements 
contained in this document, as required by the Paperwork Reduction Act of 1995.'34 In addition, pursuant 
to the Small Business Paperwork Relief Act of2002,''' we seek specific comment on how we might 
"further reduce the information collection burden for small business concerns with fewer than 25 
employees.',536 

B. Initial Regulatory 1l1exibility Analysis 

316. As required by the Regulatory Flexibility Act of 1980, the Commission has prepared an 
Initial Regulatory FleXlbility Analysis (lRFA) of the possible significant economic impact on small 
entities of the policies and rules addressed in this document.'" The IRF A is set forth in Appendix E. 
Written public comments are reqnested on this IRF A. Comments must be identified as responses to the 
IRF A and must be filed by the deadlines for comments on the Notice provided on or before the dates 
indicated.on the first page of this Notice. The Commission will send a copy of the Notice, including this 
IRF A, to the Chief Counsel for Advocacy of the Small Business Administration.''' In addition, the 

534 Paperwork Reduction Act of1995, Pub. L. No. 104-13, 109 Stat. 163 (1995). 

535 Small Business Paperwork Relief Act of2002, Pub. L. No. 107-198, 116 Stat. 729 (2002). 

536 See 44 U.S.C. § 3506(0)(4). 

537 See 5 U.S.C. § 603. 

538 See 5 U.S.c. § 603(a). 
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Notice and IRF A (or summaries thereof) will be published io the Federal Register.53
'. 

C. Ex Parte Presentations 

317. The m1emaking this Notice initiates shall be treated as a "permit-but-disc10se" 
proceeding io accordance with the Commission's ex parte mles.540 Persons making oral ex parte 
presentations are remioded that memoranda summarizing the presentations must contain summaries of the 
substance of the presentations imd not merely a listing of the subjects discussed. More than a one- or two
sentence description of the views and arguments presented generally is required.541 Other requirements 
pertaioiog to oral and written presentations are set forth io section 1.1206(b) of the Commission's rules.542 

D. Comment Filing Procedures 

318. Pursuant to sections 1.415 and 1.419 of the Commission'sru1es, 47 CFR §§ 1.415,1.419, 
interested parties may file comments and reply comments on or before the datas iodicated on the first 
page of this document. Comments may be filed using: (1) the Commission's Electronic Comment Filiog 
System (ECFS), (2) the Federal Govermnent's eRulemaking Portal, or (3) by filiog paper copies. See 
Electronic Filing of Documents in Rulemaking Proeeedings, 63 FR 24121 (1998). 

• Electronic Filers: C01)111lents may be filed electronically usiog the Internet by accessing the 
ECFS: ht\P:llfiallfoss.fcc.gov/ecfs21 or the Federal eRulemaking Portal: 
http://www.regulations.gov. 

• Paper Filers: Parties who choose to file by paper must file an original and four copies of each 
filiog. If more than one docket or rulemakiog number appears in the caption of this proceeding, 
filers must submit two additional copies for each additional docket or rulemakiog number. 

Filings can be sent by hand or messenger delivery, by commercial" overnight courier, or by first
class or overnight U.S. Postal Service mail. All filings must be addressed to the Commission's 
Secretary, Office of the Secretary, Federal Communications Commission. 

• All hand-delivered or messenger-delivered paper filiogs for the Commission's SecretarY 
must be delivered to FCC Headquarters at 445 12"' St., SW, Room TW-A325, 
Washington, DC 20554. The filing hours are 8:00 a.m. to 7:00 p.m. All hand deliveries 
must be held together with rubber bands or fasteners. Any envelopes must be disposed of 
before entering the building. 

• Commercial overnight mail (other than U.S. Postal Service Express Mail and Priority 
Mail) must be sent to 9300 EastHampton Drive, Capitol Heights, MD 20743. 

• U.S. Postal Service first-class, Express, and Priority mail must be addressed to 445 12"' 
Street, SW, Washington DC 20554. 

319. In addition, one copy of each paper filing must be sent to each of the following: (i) The 
Commission's duplicating contractor, Best Copy and Printiog, Inc., 445 12th Street, SW., Room CY-

53, Jrl. 

540 47 C.F.R. §§ 1.1200-1.1216. 

541 47 C.F.R. § 1.l206(b)(2). 

542 47 C.F.R. § 1.l206(b). 
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B402, Washington, DC 20554; Web site: www.bcpiweb.com; phone: 1-800--378-3160; (ii) Kimberly 
Scardino, Telecommunications Access Policy Division, Wireline Competition Bureau, 445 12th Street, 
SW., Room 5-B448, Washington, DC 20554; e-mail: Kimberly.Scardino@fcc.gov; and (iii) Charles 
Tyler, Telecommunications, Access Policy Division, Wireline Competition Bureau, 445 12th Street, SW., 
Room 5-A452, Washington, DC 20554, e-mail: Charles.Tyler@fcc.gov. . 

320. P eopZe with Disabilities: To request materials in accessible fonnats for people with 
disabilities (braille, large print, electronic files, andio fonnat), send an e-mail to fcc504@fcc.gov or call 
the Consumer & Governmental Affairs Bureau at 202-418-0530 (voice), 202-418-0432 (tty). 

321. Filings and comments are also available for public inspection and copying during regular 
business hours at the FCC Reference InfoTInation Center, Portals II, 445 12th Street, S.W., Room CY
A257, Washington, D.C., 20554. Copies may also be purchased from the Commission's duplicating 
contractor, BCPI, 445 12th Street, S.W., Room CY-B402, Washington, D.C. 20554. Customers may 
contact BCPI through its website: www.bcpiweb.com, bye-mall atfcc@bcpiweb.com, by telephone at 
(202) 488-5300 or (800) 378-3160, or by facsimile at (202) 488-5563. 

322. Comments and reply comments must inclnde a short and concise smnmary of the 
substantive arguments raised in the pleading. Comments and reply comments must also comply with 
section 1.49 and all other applicable sections of the Commission's rules.543 We direct all interested 
parties to include the name of the filing party and the date of the filing on each page of their comments 
and reply comments. All parties are encouraged to utilize a table of contents, regardless of the length of 
their suhmission. We also strongly encourage parties to track the organization set forth in the NPRM in 
order to facilitate our internal review process. 

323. For further infonnation, contact Kimberly Scardino at (202) 418-1442 in the 
Telecommunications Access Policy Division, Wireline Competition Bureau. 

XII. ORDERING CLAUSES 

324. Accordingly, IT IS ORDERED that, pursuant te:> the authority contained in sections 1,2, . 
4(i), 201-205, 214, 254, 403, and 410(c) of the Communications Act of1934, as amended, 47 U.S.C. §§ 
151, 152, 154(i), 201-205, 214, 254, 403, 410(c), this Notice of Proposed Rulemaking IS ADOPTED. 

325. IT IS FURTHER ORDERED that the Commission's Consumer and Governmental 
Affairs Bureau, Reference Information Center, SHALL SEND a copy of this Notice of Proposed 
Rulemaking, including the fuitial Regulatory Flexibllity Analysis, to the Chief Counsel for Advocacy of 
the Small Business Administration. 

543 See 47 C.F.R. § 1.49. 

FEDERAL COJvlMUNICATIONS CO:MMISSION 

Marlene H. Dortch 
Secretary 
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APPENDIX A 

Proposed Rules 

For the reasons discussed in the preamble, the Federal Communications Commission proposes to amend 

47 C.F.R.Part 54 as follows: 

PART 54 - UNIVERSAL SERVICE 

1. The authority citation for Part 54 continues to read as follows: 

Authority: 47 U.S.C. §§ 1, 4(i), 201, 205, 214, and 254 unless otherwise noted. 

2. Amend § 54.101 by removing subsection (a)(9), to read as follows: 

§ 54.101 Supported services for rural. insular and high cost areas. 

(a) Services designated for support. The following services or functionalities shall be supported by 
":," 

,.;; federal universal support mechanisms: 

. (1) ***** 

(2) ***** 

(3) ***** . 

(4) ***** 

(5) ***** 

(6) ***** 

(7) ***** 

(8) ***** 
(9) [Reserved] 

3. Amend § 54.400 by revising subsection (e), adding new subsections (b) and (e), eliminating 

subsections (b), (c), and (d), and re-designating (b), (c), (d), and (e), to read as fo Haws: 

§ 54.400 Tetms and Definitions. 

(a) QualifYing low-income consumer. A "qualif'ying low-income consumer" is a consumer who meets the 

qualifications for Lifeline, as specified in § 54.409, and complies with the one-per-residence limitatiori, as 

specified in § 54.402. 
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(b) Duplicate support. Duplicate support exists when (1) two or more ETCs are receiving Lifeline or 

Link Up support for the same residential address at the same time; or (2) an ETC is receiving two Or more 

Lifeline or Link Up support reimbursements for the same residence at the same time. 

(c) Eligible resident of Tribal lands. An "eligible resident ofTriballands" is a "qualifYing low-income 

consumer," as defined in paragraph (a) of this section, living on a reservation or on Tribal lands 

designated as such by the Commission. A "reservation" is defined as any federally recognized Indian 

tribe's reservation, pneblo, or colony, including former reservations in Oklahoma, Alaska Native regions 

established pursuant to the Alaska Native Claims Settlement Act (85 Stat. 688), and Indian allolments. 

"Tribal lands" also shall mean any land designated as Tribal lands by the Commission for proposes of this 

subpart pursuant to the designatiou process in §54.402. 

(d) Income . ••• *. 
(e) Customary chargefor commencing telecommunications service. A "customary charge for 

commencing telecommunications seivice" is the ordinary charge an ETC routinely imposes on all 

customers within a state to initiate service. Such a charge is limited to an actusl charge assessed on all 

customers to initiate service with that ETC. A charge imposed only ou Lifeliue andlor Link Up customers 

to initiate service is not a customary charge for commencing telecommunicatious service. Activation 

charges waived, rednced, or eliminated with the purchase of additional products, services, or minutes are 

not customary charges eligible for universal service support. 

4. Amend § 54.401 by removiug subsection (c), revising subsections (a)(3), to read as follows: 

§ 54.401 Lifeline defined. 

(a) As used in this subpart, Lifeline means a retail local service offering: 

(1) ***** 

(2) ****. 

(3) That provides voice telephony service as specified in § 54.101(a); 

(b) [Reserved] 

( c) [Reserved] 
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(d) .**.* 
(e) .** •• 

5. Add new § 54.402, to read as follows: 

§ 54.402 Tribal lands designation process. The Commission may designate specific areas as Tribal 

lands for purposes of this subpart for areas or communities that ·fall outside the boundaries of a 

designated reservation, bnt which maintsin the same cbaracteristics as those defined. A reqnest for 

designation must be formally requested by an official of a federally recognized TnDe who has proper 

jurisdiction and must be filed pursuant to the Commission's rules. Good cause for the designation 

. may be shown by: (1) providing evidence of a nexus between the area or community and the Tribe, 

such as identifYing an area in which the federal govenuueut delivers services to Tribal citizens; (2) 

detailing how program support to the area would aid the Tribe in serviog the needs and interests of its . 

citizens in that community and further the Commission's goals of providing Tribal support. The 

region or community areas associated with the Tribe; as outlined and described in a grant of 

designation request, shall be considered Tribal lands forthe purposes of¢is Subpart. 

6. Amend Section 54.403 by removing subsection (c), revising subsections (a) and (b), and adding a 

newsnbsection (c), to read as follows: 

§ 54.403 Lifeline support amount. 

(a) The federal Lifeline support amount for all eligible telecommunications carriers shall equal: 

(1) .***. 

(2) •• *** 

(3) ***** 
(4) Tier Four. Additional federal Lifeline support of up to $25 per month will be made available to an 

eligible telecommunications carrier providing Lifeline service to an eliglDle resident of Tribal lands, ·as . 

defined in § 54.400(c), to the extent that the eligtDle telecommnnications carrier certifies to the 

Administrator that it will pass throngh the foIl Tier-Four amount to qualifYing eligible residents of Tribal 

lands and that it has received any non-federal regnlatory approvals necessary to implement the required 
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rate reduction, to the extent that: ***** 

***** 

(b) Maximum Lifeline Support Amount. 

(1) For a qualifying low-income consumer who is not an eligible resident of Tribal lands, as defined. 

in §54.400( c), the federal Lifeline support amount shall not exceed $3.50 plus the tariffed rate in 

effect for the p,rimary residential End User Common Line charge of the incumbent local exchange 

carrier serving the area in which the qualifying low-income consumer receives service, as determined 

in accordance with §69.1 04 or §69.152( d) and (q) of this chapter, whichever is applicable. 

(2) For an eligible resident of Tribal lands, the federal Lifeline support amount shall not exceed 

$28.50 plus that same End User Common Line charge. 

(3) For a qualifying low-income consumer who purchases a bundled service package or a service plan 

that includes optional calling features, the federal Lifeline support amount shall not exceed the 

maxtmum Lifeline support amount as determined in accordance with § 54.403(b)(1) or (b)(2) of this 

subpart, whichever is applicable. 

(c) Application of Discount Amount. Eligible telecommunications carriers that charge federal End User 

Common Line charges or equivalent rederal charges. shall apply Tier-One federal Lifeline support to 

waive the federal End-User Common Line charges for Lifeline consumers. Such carriers shall apply any 

additional federal support amount to a qualifying low-income consumer's intrastate rate, if the carrier has 

received the non-federal regulatory approvals necessary to implement the required rate reduction. Other 

eligible telecommunications carriers shall apply the Tier-One rederal Lifeline support amount, plus any 

additional support amount, to reduce the cost of any eligible residential Lifeline service plan or package 

selected by a qualified low-income consumer that provides voice telephony service with the performance 

characteristics listed in § 54.101(a), and charge Lifeline consumers the resulting amount. 

7. Amend § 54.405 by adding subsections (e), and revising subsection (c), to read as follows: 

§ 54.405 Carrier obligation to offer Lifeline. 

***** 

102 



Federal Communicatious Commission 

(c) Terminationfor Ineligibility. ***** 

***** 

FCC 11-32 Staff/309 
iviarinos/103 

(e) De-enroll for disqualification. Notwithstanding § 54.405C c) of ills section; notify Lifeline subscribers 

of impendiI\g tenuination of Lifeline service iftbe subscriber fails (1) to respond to notifications 

regarding duplicate support; (2) to respond to ETC verification attempts made pursuant to § 54.4l0C d) or 

(3) to use the supported service during a 60-day period. ETCs shall provide the subscriber 30 days 

following the date of the impending termination letter in which to demonstrate that Lifeline service shall 

not be terminated. ETCs shall terminate the Lifeline service if the subscn"er fails to demonstrate that 

Lifeline service shall not be tenninated. ETCs shall not seek Lifeline reimbursement for the subscriber . 

during the 30-day period. 

8. Amend § 54.407 by revising subsection Cb) and Cd), to read as follows: 

§ 54.407 Reimbursement for offering Lifeline. 

Ca) ***** 
(b) The eligible telecommunications carrier may receive universal service support reimbursement for each 

qualifying low-income consumer who has used the supported service to initiate or receive a voice call . 

within the last 60 days. 

(c) ***** 
Cd) The eligible telecommunications carrier seeking support must report partial or pro rata dollars when 

claiming reimbursement for discounted services to low-income consumers who receive service for less 

than a month. 

9. Add new § 54.408, to read as follows: 

§ 54.408 One-per-residence. 

Ca) Lifeline and Link Up support is limited to one Lifeline discount andlor one Link Updiscountper 

billing residential address. 

C\) Billing Residential address. For purposes of the Lifeline and Link Up programs, a "billing 

residential address" is a unique residential address recognized by the U.S. Postal Service address. 
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(2) Lifeline and Link Up support is available only to establish service at the qualifYing low-income 

consumer's primary residential address. The consumer must initially certifY at enrolhuentthat the 

consumer's billing residential address of record is his or her primary residential address. 

(b) To be considered an eligible consumer for the purposes of Lifeline and Link Up support, a 

consumer must meet the criteria set forth in section §54.409 of the rules. 

10. Amend § 54.409 by adding subsection (c)(3) and (d), reVising subsections (a), (c) and (d), 

eliminating subsections (b) and (d), and re-designating subsections (b), ( c), (c )(3) and (d), to read 

as follows: 

§ 54.409 Consumer qualification for Lifeline. 

(a) To qualifY to receive Lifeline service, a consumer's honsehold income, as defined in § 54.400( d), mnst 

be at or below 135% of the Federal Poveny Guidelines, or a consumer mnst participate in one of the 

following :federal assistance programs: Medicaid; Supplemental Nutrition Assistance Program; 

Supplemental Security Income; Federal Public Housing Assistance (Sectiou 8); Low-Income Home 

Energy Assistance Program; National School Lunch Program's ftee lunch program; or Temporary 

Assistance for Needy Families. 

(b) A consumer that is an eligible residentofTriballauds, as defined by § 54.400(c) or § 54.402, shall be 

a "qualifying low-income consumer," as defined by 54.400(a), and shall qnalifyto receive Tiers One, 

Two, and Four Lifeline support if the consumer's residence: (1) has income that meets the threshold 

established in § 54.409(a) or participates in one of the federal assistance programs identified in § 

54.409(a); or (2) participates in one of the following Tnoal-specific federal assistance programs: Bureau 

of Indian Affuirs general assistance, Tnoally administered Temporary Assistance for Need Families 

(TANF); Head Start (but only those households meeting its income qualifYing standard); or Food 

Distribution Program on Indian Reservations (FDPlR). Such qualifYing low-income consumer shall also 

qualifY for Tier Three Lifeline support if the carrier offering the Lifeline service is not subject to the 

regulations of the f/late and provides carrier-matching ftmds, as described in § 54.403(a)(3). 

(c) Each eligible telecommunications carrier providing Lifeline service to a qualifYing low-mcome 
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consumer pursuant to paragraphs (a) or (b) of this section must obtaio that consumer's signature on a 

document certifying under penally of perjnry that: 

(I) The consumer's residence receives benefits from one of the programs listed in § 54.409 (a) or (b) of 

this section, and that the consumer presented documentation of program participation, as described in 

54.41 O(b), which accurately represents the program participation of the consnmer's residence; or the 

consumer's residence meets the income requirement of § 54.409 (a) of this section, and that the consumer 

presented documentation of income, as described in § § 54.400(f), 54.410(a), which accurately represents 

the consumer's income; and 

(2) If an eligible resident of Tribal lands, that the consumer lives on a reservation or Tribal lands, as 

defined in §54.400(e) and § 54.402; and 

." (3) The consumer will notify the carrier within 30 days if that consumer ceases to participate in the 

program or programs, if the consumer's income exceeds 135% of the Federal Poveriy Guidelines, or" if the 

consumer otherwise ceases to meet the criteria for receiving program support 

11. Amend § 54.410 by revising subsections (a) and (e), addingncw"subsections (b), (d), and (e), 

eliminating subsections (a)(I), (a)(2), (c)(I), and (c)(2), and re-designating subsections (b), (c), 

(c)(l) and (c)(2), tu read as follows: 

§ 54.410 Certification and Verification of Consnmer Qnalification for Lifeline. 

(a) Certification of income qualification. Prior to enrolhnent in Lifeline, consumers qualifying for 

Lifeline under an income-based criterion must present documentation of their income and certify that they 

will be receiving support for only one Lifeline discount per residence .. By six months from the effective 

date of these rules, eligible telecommunications carriers in all states must implement certification" 

procedures to document consumer-income-based eligibi1ily fur Lifu1ine prior to a consumer's enrolhnent 

if the consumer is qualifying under the income-based criterion specified in §54.409(a). Acceptable" 

documentation of income eligibi1ily includes the prior year's state or federal tax return, current income 

statement from an employer or paycheck stub, a Social Securily statement of benefits, a Veterans 

Administration statement of benefits, a retirement/pension statement of benefits, an 
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Unemployment/W orkers' Compensation stateme,nt of benefits, federal notice letter of participation in 

General Assistance, a divorce decree, child support, or other official document. If the cousumer presents 

documentation of income that does not cover a full year, such as current pay stubs, the consumer must 

present the same type of documentation covering three consecutive months within that calendar year. 

States that mandate state Lifeline snpport may impose additional standards on eligible 

telecommunications carriers operating in their states to ensure compliance with the state Lifeline program. 

(b) Certification of program qualification. Consumers qualifYing for Lifeline under a program-based 

criterion must present documentation of their household participation in a qualifYing program and certifY 

that they wiII be receiving support for only one Lifeline discount per residence prior to enrollment in 

Lifeline. By six months from the effective date of these rules, eligible telecommunications carriers in ail 

states must implement certification procedures to document consumer-program-based eligibility fur 

Lifeline prior to a consumer's enrolhnent if the consumer is qualifying under the program-based criterion 

specified in §54.409(a) and (b). Acceptable documentation of program eligibility includes the prior 

year's statement of benefits from the program, program participation documents, federal notice letter of 

participation in the program, or other official document. If the consumer presents documentation of 

program participation that does not cover a full year, such as current program benefits, the consumer must 

present the sarne type of documentation covering three consecutive months within that caleudaryear. 

States that mandate state Lifeline support may impose additional standards on eligible 

telecommunications carriers operating in their states to ensure compliance with the state Lifeline program. 

(c) Self-certifications. After income and program based certification procedures are implemented, 'eligible 

telecommunications carriers are required to make and obtain certain self-certifications, under penalty of 

petjury, related to the Lifeline program. Eligible telecommunications carriers must retain records of ail 

self-certifications. 

(1) An officer of the eligible telecommunications carrier must certify that the eligible telecommunications 

carrier has procedures in place to review income and program docnmentation and that, to the best of his 

or her knowledge, the carrier was presented with documentation of the consumer's income qualification 

106 



Federal Communications Commission FCC 11-32 Staff/309 
---------....:::=='-"'====:;:;..,;===:=--'-'--'-'---,;....;..:..::.=:c·;;;;:,iVlarinos/107 

or program participation. 

(2) Lifeline and Link Up subscnbers must initially certif'y at enrollment and during continued verification 

that they are receiving support for only one line per residence, cousistent with the one-per-residence 

limitation as specified in § 54.408. 

(3) Consumers qUalif'ying for Lifeline under an income~based criterion must certify the number of . 

individuals in their residence on the document required in § 54.409( c). 

(d) Verification of Continued Eligibility. Consumers qUalif'ying for Lifeline shall be required to verify 

continued eiigibility on an annual basis. By six months from the effective date of these rules, eligible 

telec0mmunications oarriers in all states shall implement procedures to verify annually the continued 

eligibility of a statistically valid sample [TBDJ of their Lifeline ~bscribers for continued eligtbility; 
\' 

(1) Eligtble telecommunications carriers shall reqnire each customer to certify that they are receiving 

support for only one line per residence. Eligible telecommunications carriers may verify directly With a 

state that particular customers continue to be eligible by virtue of participation in a qUalif'ying program or 

income level. To the extent eligible telecommunications carriers cannot obtain the necessary infonnation 

from the state,they may verify directly with the cnStomers. 

(2) All eligible telecommunications carriers will be required to· provide the resnlts of their verification 

efforts to the Commission and the Administrator on the Annual Lifeline Certification and Verification 

Fonn (currently OMB 3060-0819) by August 31 each year. Eligible telecommunications carriers shall 

submit data to the Commission and Administrator regarding consumer qualifications for eligibility, 

including program-based and income-based eligrbility, the number of customers that qualif'y based on 

income and program participation, the number ofsubscnDers that qualify for each eligible program, the 

number of non-responders, and the number of customers de-eurolled and in the process of being 

tenninated or de-eurolled .. Eligible telecommunications carriers shall submit each customer name, 

address, and number of individuals in the customer's residence for those customers qualifying based on 

income criterion. 

(e) Prl!Venting and Resolving Duplicate Support. ETCs shall provid~ the Administrator with their Lifeline 
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and Linlc Up customer names, addresses, social securiiy numbers, andlor other unique residence-

identifYing information as specified in the form and format requested on the Form 497 for the purpose or' 

preventing and resolving situations involving duplicate support. 

12. Amend Section 54.413 by revising subsection (b), to read as follows: 

§ 54.413 Reimbursement for revenue forgone in offering a Link Up program. 

(a) ***** 
(b) III order to receive universal service support reimburseme~t for providing Link Up, eligible 

telecommunications carriers must keep accurate records of the revenues they forgo in reducing their 

customary charge for commencing telecommnnications service, as defined in § 54.400(e), and for 

providing a deferred schedule for payment of the charges assessed for commencing service for which the 

consumer does not pay interest, in conforraiiy with § 54.411. *.*** 

13. Amend Section 54.415 by revising subsections (a) and (c), eliminating subsection (b), and re-

designating subsections (a) and (b), to read as follows: 

§ 54.415 Consnmer qnalification for Link Up. 

(a) The consumer qualification criteria for Lin1c Up shall be the criteria set forth in § 54.409(a) .. 

(b) Notwithstanding paragraph (a) of this section, the consnmer qualification criteria for an eligible 

resident of Tribal lands, as defmed in § 54.400( c) and § 54.402, shall qualify to receive Lin1c Up support. 

14. Amend Section 54.416 to read as follows: 

§ 54.416 Certification of consnmer qnalification for Link Up. 

Consumers qualifying nnder income-based or program-based criteria must present documentation of their 

qualification prior to enrollment in Lin1c Up consistent with the reqnirements set forth in § § 54.410(a) and 

(b). 

15. Amend Section 54.417 by revising snbsections (a) and (b), to read as follows: 

§ 54.417 Recordkeeping reqnirements. 

(a) **.** eligible telecommunications carriers must maintain the documentation required in §§ 54.409(c) 

and 54.410(c) for as long as the consumer receives Lifeline service .**** 
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(b) ***** To lbe extent such a reseller provides disco11nted services to low-income consumers, it is 

obligated to comply wilb lbe eligible telecommunications carrier requirements listed in this Subpart. 

-16. Amend Section 54.418 by eliminatinglbis subsection as moot. 

§ 54.418 !Reserved! 
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APPENDIXB 

Current Verification Methodology 

Statistically Valid Sample 

Eligible Telecommunications Carriers (ETCs) subjectto the federal default criterion will be required to 
verifY the continued eligibility of a statistically valid sample of their Lifeline customers. The size ofa 
statistically valid sample, however, varies based upon many factors, inclnding the number of Lifeline 
subscribers (N) and the previously estimated proportion of Lifeline subscribers inappropriately taking 
Lifeline service (P). 

For the first year that ETCs verifY subscribers' coutinued eligibility, ail ErCs should assume that the 
proportiou P of subscribers inappropriately taking Lifeline service is .0 I, if there is no evidence to assume 
a different proportion. In subsequeut years, ETCs should use the results of samples from previous years 
to determine this estimated proportion. In all instances, the estimated proportion P should never be less 
than .01 or more than .06. 

For ETCs with large numbers of Lifeline subscribers ~more than 400,000), a statistically valid sample size 
must be calculated pursuant to the following formula: . 

Sample Size =2.706 * P*(I-P)/.000625. 

For ETCs with 400,000 Lifeline subscribers or less, the above formula could yield a sample size that is 
larger than ueeded to be statistically valid? To simplify the calculation of a statistically valid sample, a 
table of sample sizes based on twovariab!es N (number of Lifeline subscribers) and P (previously 
estimated proportion of Lifeline snbscribers inappropriately taking Lifeline service) is provided below. 
Varions numbers of Lifeline subscn"ers N are listed in the left-most column. Various previously 
estimated proportions P are listed on the first row. To determine the sample size, fmd the box that 
matches your number of Lifeline subscribers N and proportion P. 

If the number of Lifeline subscribers is not listed andlor the proportion is not listed, ETCs should use the 
next higber number for N andlor P that is in the table, i.e. always round up to the next higher value for N 
andlor P. For example, if3.8 percent of9,500 Lifeline subscn"ers inappropriately took Li:feline service, 
the ETC would use a sample·size of 164 (value using 10,000 customers and proportion .04). Because the 
adjustment for the number of Lifeline subscribers is de minimus above 400,000 Lifeline snbscribers, 

. ETCs with more than 400,000 Lifeline subscribers must use the above formula to calculate the sample 
size. 

All ETCs must provide the estimated proportion for their samples to the Administrator, i.e., the 
proportion of sampled subscribers inappropriately taking Lifeline service. 

1 The values 2.706 and .000625 in this formula are mandated by OMB. See Office of Management and Budget, 
Memorandum M-03-13 (May 21, 2003). 

2 Sample sizes for ETCs with 400,000 Li:fuline subscribers or less are calculated pursuant to the following furmuJa: 
sample size ~N/(1+{[N-llln}). N is the number of Lifeline subscribers and n = 2.706 * P*(1-P) / .000625, where 
P is the previously estimated proportion of Lifeline subscnbers inappropriately taking Lifeline service. ETCs may 
choose to calculate their sample sizes using these formulas. 
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(N) Number of Lifeline 

Subscribers 
400,000 
100,000' . 

90,000 

70,000 
60,000 
30000 
20,000 
15,000 
10,000 
9,000 
8,000 
7,000 

6,000 
5,000 

4,000 

3,000 
2,000 

1,500 

1,000 

900 
800 
700 
600 
500 
400 

Sample Size Table 
Previously Estimated Proportion of Subscribers 
. Inappropriately Taking Lifeline Service (!!)' 

0.01 0.015 0.02 0.025 0.03 0.035 0.04 
43 64 85 106 126 146 166 
43 64 85 lOS 126 146 166 
43 64 85 105 126 146 166 
43 64 85 105 126 146 166 
43 64 85 105 126 146 166 
43 64 85 105 125 146 165 
43 64 85 105 125 145 165 
43 64 84 105 125 145 164 
43 64 84 104 124 144 164 
43 64 84 104 124 144 163 
43 63 84 104 124 144 163 
43 63 84 104 124 143 162 
43 63 84 104 123 143 162 
43 63 83 103 123 142 161 

42 63 83 103 122 141 160 
42 63 83 102 121 139 158 
42 62 81 100 119 136 154 
42 61 80 99 116 133 150 
41 60 78 96 112 128 142 
41 60 78 95 III 126 140 
41 59 77 94 109 124 138 
41 59 76 92 107 121 134 
40 58 74 90 104 118 130 
40 57 73 88 101 113 125 
39 55 70 84 96 107 118 

0.045 0.05 0.055 
186 206 225 

186 206 225 
186 205 224 
186 205 224 
185 205 224 
185 204 223 
184 204 223 
184 203 222 
183 202 220 
182 201 220 
182 201 219 
181 200 218 
180 199 217 
179 198 215 
178 196 213 
175 193 209 
170 18'7 202 
166 181 196 
157 171 184 
154 168 180 
151 164 176 
147 159 170 
142 154 164 
136 146 155 
127 136 144 

, For the first year of verification, ETCs should assume that this percentage is .0 I, if there is no evidence to assume 
a different percentage. In snbsequent years, ETCs should Use the results of samples from previous years to 
determine this estimated percentage. 

• Sample sizes for ETCs !lith less than 400,000 Lifeline subscribers are calculated pursuant to the following 
formula: sample size =N/(I+{[N-l )In}). N is the number of Lifeline subscribers; n is (2.706 • P*(I - P)) / 
.000625, where P is the estimated percentage ofLifuline subscribers inappropriately ta!ting Lifeline service. ETCs 
may choose to calculate thelr sample sizes using these formulas. 
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0.06 
244 

244 
244 

243 
243 
242 

241 
240 
238 
238 

237 
236 

235 
233 

230 

226 
218 

210 
196 

192 
187 
181 
174 

164 
152 
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(N) Number of Lifeline 

Subscribers 
(cont'd) 0.01 0.015 0.02 0.025 0.03 0.035 0.04 0.045 0.05 0.055 0.06 

300 38 53 66 79 89 98 107 115 122 129 135 

200 36 49 60 70 78 85 91 97 102 106 110 

150 34 45 54 62 69 74 79 83 87 90 93 

120 32 42 50 57 62 66 70 73 76 78 81 

100 30 39 46 52 56 60 63 65 68 69 71 

90 29 38 44 49 53 56 59 61 63 64 66 

80 28 36 . 41 46 49 52 54 56 58 59 60 

70 . 27 34 39 42 45 48 49 51 52 54 55 

60 25 . 31 35 39 41 43 44 . 46 47 48 48 

50 23 28 32 34 36 37 39 40 40 41 42 

40 21 25 27 29 31 32 32 33 34 34 34 

35 20 23 25 27 28 28 29 30 30 30 31 

30 18 21 22 24 24 25 26 26 26 27 27 

25 16 18 19 20 21 21 22 22 22 23 23 

20 14 15 16 17 17 18 18 18 18 18 19 

17 12 14 14 IS 15 15 16 16 16 16 16 

15 II 12 13 13 13 14 14 14 14 14 14 

13 10 11 II 12 12 12 12 12 12 12 12 

11 9 10 10 10 10 10 10 10 10 11 II 

10 8 9 9 9 9 9 9 10 10 10 10 

9 8 8 8 8 8 9 9 9 9 9 9 

8 7 7 7 8 8 8 8 8 8 8 8 

7 6 6 7 7 7 7 7 7 7 7 7 

6 5 6 6 6 6 6 6 6 6 6 6 

5 5 5 5 5 5 5 5 5 5 5 5 

4 4 4 4 4 4 4 4 4 4 4 4 

3 3 3 3 3 3 3 3 3 3 3 3 

2 . 2 2 2 2 2 2 2 2 2 2 2 

1 1 1 1 1 1 1 1 1 1 1 1 
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APPENDIXC 

Proposed Verification Methodology 

The following charts identify the number of responders "and margins of error based on an 
estimated ineligibility percentage (e.g. of the previous year). The charts have been calculated using a 
95% confidence interval. The white portions of the table identify our proposed threshold rule and the 
shaded portions of the tsbles provide the information for alternative thresholds, on which we seek 
comment. 

SAMPLE SIZE' 

MARGIN OF ERROR' 

, This chart provides the number of responders required based on a designated ineligibility percentage and margin of 
error. For example, if the Commission wanted to ensure that the ineligibility rate does not exceed 5%, with the 
margin of error no more than I %, the ETC would need to obtain 1,825 eligible responders. 

2 We note that these cbarts are based on the number of actual responders during verification and not the number 
surveyed. If the number surveyed does not result in the nnD).ber of actual responders shown in the chart, more 
customers would Jieed to be surveyed until the correct number of responders was reached. 

, This chart provides the margin of error that would exist based on a designated ineligibility percentage and the 
number of responders. For example, if an ETC had an estimated ineligibility percentage of 5%, and received 300 
responders from a. survey, this would represent a 2.5% margin of error in its verification survey. 
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APPENDIXD 

List of Commenters 

Comments and Reply Comments iu Response to the 
TracFone Petition for ])eclaratory Ruling on Universal Service Issues 

WC Docket Nos. 09-197, 03-.109 

Commenter 
AT&T, Inc. 
Budget Prepay, Inc. 
and GreatCall, Inc. 

(TracFone Link Up Petition) 

Competitive Eligible Telecommunications Carriers 
Nexus Communications, Inc. 
Ohio Public Utilities Commission of Ohio 

Reply Commenter 
National Association of State Utility Consumer 
Advocates 
Nexus Communications Inc. 
TracFone Wireless, Inc. 

Abbreviation 
AT&T 
Budget PrePay 
GreatCaIJ 
CETCs 
Nexus 
Ohio 

Abbreviation 

NASUCA 
Nexus Communications 
TracFone 

Comments and Reply Comments in Response to the 
Federal-State Joint Board on Universal Service, Lifeline and Link Up Referral Order 

CC Docket No. 96-45; WC Docket No. 03-109 
(Joint Board) 

Commenter 
Advocates for Basic Legal Equality, Inc., 

Community Voice Mail National Crossroads Urban Center 
. Disability Rights Advocates 
The Low Income Utility Advocacy Proj ect 
Minnesota Legal Services Advocacy Project 
The National Consumer Law Center, On Behalf of Our 
Low-Income Clients 
New Jersey Shares 
Ohio Poverty Law Center 
Pro Seniors 
Salt Lake Community Action Program 
Texas Legal Services Center 
The Utility Reform Network 
Twin Cities Community Voicemail 

AT&T Services, Inc. 
Benton Foundation, et al. 
California Public Utilities Commission 
Community Voice Mail National Office 
Public Service Commission of the District of Columbia 
Florida Public Service Commission 
Leap Wireless International, Inc. 

and Cricket Communications, Inc. 
Media Action Grassroots Network 
Missouri Public Service Commission 

Abbreviation 

Consumer Groups 
AT&T 
Benton 
CPUC 
CVMN 
DCPSC 
FPSC 

Cricket 
MAG-Net 
MoPSC 
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National Association of State Utility Consumer Advocates 
National Hispanic Media Coalition 
Nebraska Public Service Commission 
Nexus Communications, Inc. 
Public Utilities Commission of Ohio 
PR Wireless, Inc. 
Smith Bagley, Inc. 
TracFone Wireless, Inc. 
United States Telecom Association 
Verizon and Verizon Wireless 
YonrTel America, Inc. 

Reply Commenter 
Advocates for Basic Legal Equality, Inc., 

Community Voice Mail National Crossroads Urban Center 
Disability Rights Advocates 
The Low Income Utility Advocacy Project 
Minnesota Legal Services Advocacy Project 
The National Consumer Law Center, On Behalf of Our 
Low-Income Clients 
New Jersey Shares 
Ohio Poverty Law Center 
Pro Seniors 
Salt La1ce Commnnity Action Program 
Texas Legal Services Center 
The Utility Reform Network 
Twin Cities Community Voicemail 

AT&T, Inc. 
CTIA-The Wireless Association 
Consumer Advisory Committee 
GCl Communication, Inc. 
Leadership Conference on Civil and Human Rights 
Massachusetts Department of Teleoommunications and Cable 
National Association of State Utility Consumer Advocates 
National Hispanic Media Coalition 

Media Action Grassroots Network 
Office of Communication of the United Church of Christ, Inc., 
Benton Foundation, and Access Humboldt 

Nexus Communications, Inc, 
Norma J. Torres 
PennsYlvania Public Utility Connnission 
PR Wireless, Inc. 
Qwest Communications International Inc. 
Smith Bagley, Inc. 
Sprint Nextel Corporation 
TracFone Wireless, Inc. 
Verizon and Verizon Wireless 
Y ourTel America, Inc. 
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NASUCA 
NHMC 
NPSC 
Nexus 
OhioPUC. 
PR Wireless 
Smith Bagley 
TracFone 
USTelecom 
Verizon 
YourTel 

Abbreviation 

Consumer Groups 
AT&T 
CTIA 

GCl 

MDTC 
NASUCA 

Public Interest Commenters 
Nexus 

PaPUC 
PR Wireless 
Qwest 
Smith Bagley 
Sprint 
TracFone 
Verizon-Companies 
YourTel 



Federal Communications Commission FCC 11-32 Staff!309 
--'---...,------"==~====::..c::.:;;::==:.::-------";,..;:;..;;;..;;.:'-jlv""larinos!116 

Comments and ~epJy Comments in Response to the 
TracFone Wireless, Inc. 's Petitionjor Waiver of 47 C.F.R. § 54.403(a)(i) 

CC Docket No. 96-45 
(TracFone Tier 1 Petition) 

Commenter . 
Independent Telephone & Telecommunications Alliance 
National Assn. of State Utility Consumer Advocates 
Oregon Public UtilitY Commission 
Sprint Nextel Corporation 
Y ourTel America, Inc. 

Reply Commenter 
National Association of State Utility Consumer 
Advocates 
Pennsylvania Public Utility Commission 
TracFone Wireless, Inc. 

Abbreviation 
ITTA 
NASUCA 

. Oregon PUC 
Sprint 
Yourtel 

Abbreviation 

NASUCA 
PaPUC 
TracFone 

Comments and Reply Comments in Response to tlie 
TracFone Request for ClarifICation OJ Universal8ervice Lifeline Progrmn "One-Per-Household" Rule 

as Applied to Group Living Facilities 
WCDocketNo.03-109 

(TracFone One-Per-Household Clarification) 

Commenter 
American Public Communications Council 
AT&T Inc. 
City of Cambridge, MA & Cambridge Continuum of Care 
East Side SRO Legal Services Project 
FloridaPublic Service Commission and Florida 
Office of Public Counsel 
General Communication, Inc. 
Homeless Advocacy Project 
Manhattan Legal Services NYC 
Miriam's Kitchen 
MFY Legal Services 
National Assn. of State Utility consumer Advocates 
I:'!ational Consumer Law Center 
Part of the Solution, Inc. 
Public Utilities Commission of Ohio 
Smith Bagley, Inc. 
Washington Legal Clinic for the Homeless, Inc. 

Reply Commenter 
Gel Communication, Inc. d/b/a 
GCI Communication Corp and GCl 
Massachusetts Department 'of Telecommunications and Cable 
National Consumer Law Center and 
Greater Boston Legal Services 
National Network to End Domestic Violence 
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Abbreviation 
APCC 
AT&T 
City of Cambridge - CoC 

Florida PSC & OPC 
GCI 
HAP 

NASUCA 
NCLC 
POTS 
Ohio Commission 
SBI 

Abbreviation 

GCl 
MDTC 

NCLC/GBLS 
NNEDV 



· Federal Communications:CQmmissionFCC 11-32 Staff/309 
-----------'=~=::...;;;,=====-===;::=..------=.:::..;:::.n,lvlarinos/117 

Public Utility Colnmission of Oregon 
TracF one Wireless, Inc. 
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OPUC 
TracFone 
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APPENDIXE 

Initial Regulatory Flexibility Analysis 

I. Pursuant tq the Regulatory Flexibility Act (RF A), the Commission has prepared this hritial 
Regulatory Flexibility Analysis (IRF A) of the possible siguificant economic impact on small entities by 
the policies and rules proposed in this Notice of Proposed Rulemaking.1 Written pnbJjc comments' are 
requested on this IRF A. Comments must he ideutified as responses to the IRF A and must be :filed on or 
before the dates indicated ou the first,page of this NPRM. The Commission will send a copy of the 
NPRM, including the IRF A, to the Chief Counsel for Advocacy of the Small Business Administration.2 

In addition, the NPRM and IRFA (or sunuuaries thereof) will be published in the Federal Register:' 

A. Need for, and Objectives of, the Notice of Proposed Rulemaking: 

2. The Commission is required by section 254 of the Act to promulgate rules to implement 
the universal service provisions of section 254,4 On May 8, 1997, the Commission adopted rules that 
reformed its system of universal service support mechanisms so that universal service is preserved and 
advanced as mar~ move toward competition.5 Among other programs, the Commission adopted a 
program to rrovide discounts that make basic, local telephone service affordable for low-income 
consumers. 

3. This Notice of Proposed Rulemaking (NPRM) is one in a series of rulemaking 
proceedings desigued to implement the National Broadband Plan's (NBP) vision of improving and 
modernizing the universal service programs.' In tms NPRM, we propose and seek comment on 
comprehensive 'reforms to the universal service low-income support mechanism. We propose and seek 
cormnent on a package of reforms that address each of the major recommendations by the Universal 
Service Joint Board regarding the low-income program.8 We also propose a series of recommendations in 

, accordance with a report on the program by the Government Accountability Office (GAO): 

4. Specifically, we propose and seek comment on the following reforms and modernizations 
that may be implemented in funding year 2011 (January I, 2011 to December 31, 2011): (I) strengthening 
the Commission's rules to ensure that the low-income program subsidizes no more than one service per 
eligible residential address; (2) reducing waste, fraud, and abuse by addressing duplicate .claims, 
subscriber reporting, and de-enrollment procedures; (3) streamlining and improving program 

1 5 U.S.C. § 603. The RF A, 5 U.s.C. §§ 601-612 has been amended by the Contract With America Advancement 
Act of1996, Public Law No. 104-121, 110 Stat. 847 (1996) ("CWAAA!'), Title IT oftbe CWAAA is ilie Small 
Business Regulatory Enforcement Faimess Act of 1996 ("SBREF An). 

2 5 U.S.C. § 603(a). 

3 ld, 

447 U.S.C. § 254. 

5 Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, 12 FCC Red 8776, 
paras. 326-328 (1997). 

G.See id. 

, See NATIONAL BROADBAND PLAN. 

8 20],0 Recommended Decision, 

9 See U.8. GOVERNMENT A=UNTABILITY OFFICE, REpORT TO CONGRESSIONAL REQUESTERS, GAO 11-11, 
TELECOMMUNICATIONS: IMPROVED MANAGEMENT OAN ENHANCE FCC DECISION MAKlNG FOR THE UNIVERSAL 
SERVICE FUND Low-INCOME PROGRAM (2010). 
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administration through the establisluuent ofunifo11Il eligibility, verificatiou, and certification 
requirements; and (4) establishing a centralized database for reporting. 

B. Legal Basis: 

5. This Notice of Proposed Rulemalring, including publication of proposed rules, is 
authorized under sections 1,2, 4(i)-{j), 201(b), 254, 257, 303(r), and 503 of the Communications Act of 
1934, as amended; and section 706 of the Telecommunications Act of 1996, as amended; 47 U.S.C. §§ 
151,152, 154(i}-{j), 201(b), 254, 257, 303(r), 503,1302.10 

C. Description and Estimate of the Number of Small Entities to which the Proposed 
Rules WiifApply: 

6. The RF A directs agencies to provide a description of and, where feasible, an estimate of 
the number of small entities that may be affected by the proposed rules, if adopted.11 The RF A generally 
defmes the te11Il "small entity" as having the same meaning as the te11IlS "small business," "small 
organization," and "small govermnental jurisdiction.,,12 In addition, the te11Il "small business" has the 
same meOjlling'as the te11Il "small business concern" under the Small Business Act." A small business 
concern is one that (I) is independently owned and operated; (2) is not dominant in its field of 'a'eration; 
and (3}satisfies any additional criteria established by the Small Business Administration (SBA).l 
Nationwide, there are a total of approximately 29.6 million small businesses, according to the SBA.1S A 
"small organization" is generally "any not-for-profit enterprise which is independently owned and 
opetated and is not dominant in its field."" Nationwide, as of2002, there were approximately 1.6 million 
small organizations.l7 The term "small governmental jurisdiction" is defmed generally as "governments 
of cities, towns, townships, villages, .school districts, or special districts, with a population oftess than 
fifty thousand."" Census Bureau data for 2002 indicate that there were 87,525 local governmental . 
jurisdictions in the United States." We estimate thet, of this total, 84,377 entities were "small 
govermnental jurisdictious."20 Thus, we estimate that most govermnental jUrisdictions are small. 

10 47 U.S.C. §§ 151, 152, 154(i}-(j), 201(b), 254, 257, 303(r), 503,1302. 

11 5 U.S.C. § 603(b)(3). 
12 5 U.S.C. § 601(6). 

13 5 U.S.C. § 601(3) (incorporating by reference the definition of "small business concern" in 15 U.S.C. § 632). 
Pursuant to the RF A, the statutory definition of a small business applies "unless an agency, after consultation willi 
the Office of Advocacy of the Small Business Administration and after opportunity fur public comment, establishes 
oue or more definitions of such term which are appropriate to the activities of the agency and publisbes sucb 
definition(s) in the Federal Register." 5 U.S.C. § 601(3). 

14 Small Business Act, 15 U.S.C. § 632. 

15 See Small Business Administration, Office of Advocacy, Frequently Asked Questions, 
bt!Jl:llwww.sba.gov!advocagy/7495 Oast visited March 2,2011). 

16 5 U.S.C. § 601(4). 

17 Independent Sector, The New Nonprofit Almanac & Desk Reference (2002). 

18 5 U.s.C. § 601(5). 

19 U.S. Census Bureau, Statistical Abstract of the United States: 2006, Section 8, page 272, Table 415. 

20 We assume that the villages, scbool districts, and special mstricts are small, and total 48,558. See U.S. Census 
Bureau, Statistical Abstract oftbe United States: 2006, section 8, page 273, Table 417. For 2002, Census Bureau 
(continued .... ) 
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7. Incumbent Local Exchange Carriers (Incumbent LECs). Neither the Commission nor the 
SBA has developed a small business size standard specifically for incumbent local exchange services. 
The appropriate size standard under SBA rules is for the category Wired Telecommunications Carriers. 
Under that size standard, such a business is small if it has 1,500 or fewer employees.2! Census Bureau 
data for 2007, which now supersede data from the 2002 Census, show that there were 3,188 firms in this 
category that operated for the entire year. Of this total, 3,144 had employment of 999 or fewer and 44 
frrms had had employment of 1000 or more. According to Commission data, 1,307 carriers reported that 
they were incumbeut local exchange service providers."' Of these 1,307 carriers, an estimated 1,006 have 
1,500 or fewer employees and 301 have more than 1,500 employees.'" Consequently, the Commission 
estimates that most providers oflocal exchange service are small entities that may be affected by the rules 
and policies proposed in the Notice. Thus under this category and the associated small business size 
standard, the majority of these incumbent local exchange service providers can be considered small 
providers?' 

8. Competitive Local Exchange Carriers (Competitive LECs), Competitive Access Providers 
(CAPs), Shared-Tenant Service Providers, and Other Local Service Providers. Neither the Commission 
nor the SBA has developed a small business size standard specifically for these service providers. The 
appropriate size standard under SBA rules is for the category Wired Telecommunications Carriers. Under 
that size standard, such a business is small if it has 1,500 or fewer employees." Census Bureau data for 
2007, which now supersede data from the 2002 Census, show that there were 3,188 fInDS in this category 
that operated for the entire year. Of this total, 3,144 had employment of 999 or fewer and 44 frnns had 
had employment of 1,000 employees Or more. Thus under this category and the associated small business 
size standard, the majority of these Competitive LECs, CAPs, Shared-Tenant Service Providers, and 
Other Local Service Providers can be considered small entities?6 According to Commission data, 1,442 
carriers reported that they were engaged in the provision of either competitive local exchange services or 
competitive access provider services." Of these 1,442 carriers, an estimated 1,256 have 1,500 or fewer 

(Continued from previous page) 
data indicate that the total number of county, municipal, and township governments nationwide was 38,967, of 
which 35,819 were small. fd 

21 13 C.F.R. § 121.201, NAICS code 517110. 

"' See Trends in Telephone Service, Federal Communications Commission, Wireline Competition Bureau, Industry 
Analysis and Teclmology Division at Table 5.3 (Sept. 2010) (Trends in Telephone Service). 

'" See Id. 

24 U.S. CENSUS BUREAU, AMERICAN FACTFlNDER, 2007 ECONOMICCENSUS, htlp:llfactfillder.census.gov, (find 
"Economic Census" and choose "get data.~' Then, under "Economic Census data sets by sector ... ~" choose 
''Information.'' Under "Subject Series," choose ''EC0751SSSZ5: Employment Size of Firms for the US: 2007." 
Click ''Nexf' and find data related to NAICS code 5171 10 in the left column for "Wired telecommunications 
carriers") (last visited March 2, 2011). 

:zs 13 C.F.R. § 121.201, NAICS code 517110. 

26 U.S. CENSUS BUREAU, AMERICAN FACTFlNDER, 2007 EcONOMIC CENsUS, h1:l:p:llfactfinder.census.gov, (find 
"Economic Census" and choose "get data." Then, under "Economic Census data sets by sector ... ," choose 
''Information.'' Under "Subject Series," choose ''EC075lSSSZ5: Employment Size of Firms for the US: 2007." 
Click ''Nexf' and find data related to NAICS code 517110 in the left column for "Wired telecommunications 
carriers") (last visited March 2, 2011). 

27 See Trends in Telephone Service at Table 5.3. 
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employees and 186 have more than 1,500 employees.2
' In addition, 17 ca,rriers have reported that they 

are Shared-Tenant Service Providers, and all 17 are estimated to have 1,500 or fewer employees.29 In 
addition, 72 carriers have reported that they are Other Local Service Providers.30 Seventy of which have 
1,500 or fewer employees and two have more than 1,500 employees." Consequently, the Commission 
estimates that most providers of competitive local exchange service, competitive access providers, 
Shared-Tenant Service Providers, and Other Local Service Providers are small entities that may be 
affected by rules adopted pursuant to the Notice. 

9. Interexchange Carriers. Neitherthe Commission nor the SBA has developed a small 
bnsiness size standard specifically for providers of interexchange services. The appropriate size standard 
uuder SBA rules is for the category Wired Telecommunicatious Carriers. Under that size standard, such a 
business is small if it has 1,500 or fewer employees.32 Census Bureau data for 2007, which now 
supersede data from the 2002 Census, show that there were 3,188 firms in this category that operated for 
the entire year. Of this total, 3,144 had employment of 999 or fewer, and 44 firms had had employment 
of 1,000 employees or more. Thus under this category and the associated small business size standard, 

. the majority of these Interexchange carriers can be considered small entities." According to Commission 
"data,'359 companies reported that their primary telecommunications service activity was the provision of 
. interexchange services." Of these 359 companies, an estimated 317 have 1,500 or fewer employees and 
, 42 have more than 1,500 employees." Consequently, the Commission estimates that the majority of 
"'interexchlinge service providers are smal1 entities that may be affected by rules adopted pursuant to the 
0': Noticei . 

10. Operator Service Providers (aSPs). Neither the Commission nor the SBA has developed 
a small business size standard specifically fur operator service providers. The appropriate size standard 
under SBA rules is the category Wired Telecommunications Carriers. Under that size standard, snch a 
business is small ifit has 1,500 or fewer employees.'" Under that size standard, such a business is small if 
it has 1,500 or fewer employees.'7 Census Bureau data for 2007, which now supersede 2002 Census data, 
show that there were 3,188 firms in this category that operated for the entire year. Of the tota~ 3,144 had 
employment of 999 or fewer, and 44 firms had had employment of 1,000 employees or more." Thus 

2' See id. 

29 Id. 

30 See id. 

31 Sedd. 

32 13 C.F.R. § 121.201, NAICS code 517110. 

33 U.S. CENsus BUREAU, AMERICAN FACrFINDER, 2007 ECONOMIC CENSUS, http://fuctfinder.census.gov, (find 
"Economic Census" and choose "get data" Then, under "Economic Census data sets by sector ... ," choose 
"Information." Under "Subject Series," choose "EC075ISSSZ5: Employment Size of Firms for the US: 2007." 
Click "Next" and find data related to NAICS code 517110 in the left column for "Wired teleconnnunications 
carriers") (last visited March 2, 2011). 

'4 See Trends in Telephone Service at Table 5.3. 

35 See id. 

,6 13 C.F.R. § 121201, NAICS code 517110. 

37 ld. 

38 U.S. CENSUS BUREAU, AMERICAN FAcrFINDER, 2007 ECONOMIC CENSUS, http://factfinder.ceDSlls.gov, (find 
"Economic Census" and choose "get data." Then, l.U1der "Economic Census data sets by sector ... ," choose 
"Information."Under "Subject Series," choose "EC0751SSSZ5: Employment Size of Firms fur the US: 2007." 
(continued .... ) 
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under this category and ilie associated small business size standard, ilie majority of iliese interexchange 
carriers can be considered small entities." According to COmID;ssion data, 33 carriers have reported iliat 
ilieyare engaged in ilie provision of operator services. Ofthese, an estimated 31 have 1,500 or fewer 
employees and 2 have more ilian 1,500 employees." Conseqnently, ilie Commission estimates thatilie 
majority of OSPs are small entities iliat may be affected by our proposed action. 

II. Local Resellers. The SBA has developed a small business size standard for ilie category 
of Telecommunications Resellers. Under iliat size standard, such a business is small if it has 1,500 or 
fewer employees!' Census data for 2007 show iliaH,523 finns provided resale services during iliat year. 
Of iliat number, 1,522 operated wiili fewer ilian 1000 employees and one operated wiili more ilian 
1,000.42 Thns under this category and ilie associated small business size standard, ilie majority of iliese 
local resellers can be considered small entities. According to Commission data, 213 carriers have reported 
iliat iliey are engaged in ilie provision oflocal resale services." Ofiliese, an estimated 211 have 1,500 or 
fewer employees and two have more ilian 1,500 employees.44 Consequently, ilie Commission esihuates 
iliat ilie majority oflocal resellers are small entities iliat may be affected by rules adopted pursuant to ilie 
Notice. 

12. Toll Resellers. The SBA has developed a small business size standard for ilie category of 
Telecommunications Resellers. Under iliat size standard, such a business is small if it has 1,500 or fewer 
employees." Census data for 2007 show iliat 1,523 finns provided resale services during iliat year. Of 
that number, 1,522 operated wiili fewer ilian 1000 employees and one operated wiili more ilian 1,000.46 

Thus underiliis category and ilie associated small business size standard, ilie majority ofiliese resellers 
can be considered small entities. According to Commission data," 881 carriers have reported iliat iliey are 
engaged in the provision oftoU resale services. Ofiliese, an estimated 857 have 1,500 or fewer 
employees and 24 have more than 1,500 employees. Consequently, the Commission estimates iliat ilie 
majority of toll resellers are small entities tIiat may be affected by our action. 

(Continued from previous page) 
Click "Next" and find data related to NAlCS code 517110 in the left colunm for ''Wired telecommunications 
carriers"} (last visited Marcb 2, 2011). 

3. Id. 

,. Trends in Telephone Service at Table 5.3. 
41 13 C.F.R. § 121.201, NAlCS code 517911. 

'2 UB. CENSUS BUREAU, .AMERICAN FACTFINDER, 2007 ECONOMIC CENSUS, bttp:llfuctfinder.census.gov, (find 
~~conomic Census~' and choose "get data." Then, under ''Economic CenSllS data sets by sector .. _/' choose 
"Information." Under "Subject Series," choose "EC0751SSSZ5: Employment Size of Finns forilie US: 2007." 
Click "Next" and find data related to NAlCS code 517911 in the left colunm for "Telecommunications Resellers") 
(last visited March 2,2011). 

43 See Trends in Telephone Service at Table 5.3. 

44 Id. 

4'13 C.F.R. § 121.201, NAlCS code 517911. 

46 U.s. CENSUS BUREAU, .AMERICANFACTFINDER, 2007 ECONOMIC CENSUS, bttp:llfactfinder.census.gov, (find 
"Economic Census» and choose "get data." Then, under "Economic Census data sets by sector ... /' choose 
"Information." Under "Subject Series;' choose "EC0751SSSZ5: Employment Size of Finns for the US: 2007." 
Click "Next" and find deta related to NAlCS code 517911 in the left colunm for "Telecommunications Resellers") 
(last visited Marcb 2, 2011). 

47 See Trends in Telephone Service at Table 5.3. 
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13. Pre-paid Calling Card Providers. Neither the Commission nor the SBA has developed a 
small business size standard specifically for pre-paid calling card providers. The appropriate size 
standard nnder SBA rules is for the category Telecommunications ReseUers. Under that size standard, 
such a busiuess is small ifit has 1,500 or fewer employees." Census data for 2007 show that 1,523 firms 
provided resale services during that year. Of that nnmber, 1,522 operated with :fewer than 1000 employees 
and one operated with more than 1,000.49 Thus under this category and the associated small business size 
standard, the majority. of these pre-paid calling card providers can be considered small entities. According 
to Commission data, 193 carriers have reported that they are engaged in the provision of pre-paid calling 
cards.'· Of these, an estimated all 193 have 1,500 or fewer employees and none have more than 1,500 
employees.'l Consequently, the Commission estimates that the majority of pre-paid calling card 
providers are small entities that may be affected by rules adopted pursuant to the Notice. 

14. 800 and 800-Like Service Subscribers.'" Neither the Commission nor the SBA has 
. developed a small business size standard specifically for 800 and 800-like service ("toll free") 
subscribers. The appropriate size standard under SBA rules is for the category Telecommunications 
ReseUers. Under that size standard, such a business is small iiit has 1,500 or :fewer employees." Census 
(data for 2007 show that 1,523 firms provided resale services during that year. Of that number, 1,522 
operated with fewer than 1000 employees and one operated with more than 1,000.'4 Thus under this 

'. category' and the associated small business size standard, the majority of resellers in this classification can 
"be considered small entitles. To focus specifically on the number of subscribers than on those frrms which 
>'make subscription service available, the most reliable source of information regarding the number of 
"these service subscribers appe.ars to be data the Commission collects on the 800, 888, 877, and 866 
numbers in use. 55 According to our data, at of September 2009, the number of 800 numbers assigned was 
7,860,000; the number of 888 numbers assigned was 5,888,687; the number of 877 numbers assigned was 
4,721,866; and the number of 866 numbers assigned was 7,867,736. The Commission does not have data 
specifYing the number of these subscribers that are not independently owned and operated or have more 
than 1,500 employees, and thus are unable at this time to estimate with greater precision the number of 
toll free subscriber~ that would qualify as small businesses under the SBA size standard. Consequently, 
the Commission estimates that there are 7,860,000 or fewer small entity 800 subscribers; 5,888,687 or 
fewer small entity 888 subscribers; 4,721,866 or fewer small entity 877 subscribers; and 7,867,736 or 

48 13 C.F.R. § 121.201, NAICS code 517911. 

49 U.S. CENSUS BUREAU, AMERICAN FACTF!NDER, 2007 ECONOMIC CENSUS, htlp:llfactfinder.census.gov, (find 
"Economic Census" and choose "get data." Then) under 'tEconomic Census data sets by sector ... ," choose 
"Information." Under "Subject Series," choose "EC0751SSSZ5: Employment Size of Firms for the US: 2007." 
Click "Next" and find data related to NAICS code 517911 in the left column for "Telecommunications Resellersj 
(last visited March 2, 2011). 

50 See Trentb in Telephone Semee at Table 5.3. 

51 See id. 

'" We include all toll-free number subscribers in this category, including those for 888 numbers. 

53 13 C.F.R. § 121.201, NAICS code 517911. 

54 U.S. CENSUS BUREAU, AMERICAN FACTFINDER, 2007 ECONOMIC CENSUS, ht!:p:llfactfinder.census.goV, (find 
"Economic Census" and choose "get data." Then, under "Economic Census data sets by sector .. 0," choose 
"Information." Under "Subject Series," choose "EC075ISSSZ5: Employment Size afFirms for the US: 2007." 
Click "Next" and find data related to NAICS code 517911 in the left column for "Telecommunications Resellers") 
(last visited March 2, 2011). 

55 Trends in Telephone Serviee at Tables 18.4, 18.5,18.6,18.7. 
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fewer small entity 866 subscribers. We do not believe 800 and 800-Like Service Subscribers will be 
effected by our proposed rules, however we choose to include this category and seek comment on 
whether there will be an effect on small entities within this category. 

2. Wireless Carriers and Service Providers 

15. Below, for those services subject to auctions, the Commission notes that, as a general 
mat\er, the number of winning bidders that qualify as small businesses at the close of an auction does not 
necessarily represent the number of small businesses currently in service. Also, the Commission does not . 
generally track subsequent business size unless, in the context of assignments or transfers, unjust 
enrichment issues are implicated. 

16. Wireless Telecommunications Carriers (except Satellite). Since 2007, the Census Bureau 
has placed wireless firms within this new, broad, economic census category." Prior to that time, such 
firms were within the now-superseded categories of Paging and Cellular and Other Wireless 
Telecommunications.57 Under the present and prior categories, the SBA has deemed a wireless bnsiness . 
to be small if it has 1,500 or fewer employees." For the category of Wireless Telecommunications 
Carriers (except Satellite), Census data for 2007, which supersede data contained in the 2002 Census, 
show that there were 1,383 firms that operated thatyear.59 Of those 1,383, 1,368 had fewer than 100 
employees, and 15 firms had more than 100 employees. Thus under this category and the associated 
small business size stendard, the majority offirms can be considered small. 'Similarly, according to 
Commission dat~, 413 carriers reported that they were engaged in the provision of wireless telephony, 
including cellular service, Personal Communications Service, and Specialized Mobile Radio Telephony 
services.'"' Of these, an estimated 261 have 1,500 or fewer employees and 152 have more than 1,500 
employees.61 Consequently, the Commission estimates that approximately half or more of these firms can 
be considered small. Thus, using available data, we estimate that the majority of wireless firms can be 
considered small. 

17. Wireless Communications Services. This service can be used for fixed, mobile, 
radiolocation, and digital audio broadcasting satellite uses. The Commission defined "small business" for 
the wireless communications services (WCS) auction as an entity with average gross revenues of $40 
million for each of the three preceding years, and a "very small business" as an entity with average gross 
revenues of $15 million for each of the three preceding years." The SBA has approved these 

56 U.S. Census Bureau, 2007 NAICS Definitions: Wireless Telecommunications Categories (except Satellite), 
http://www.census.gov/naics/2007/defIND517210.HIM (last visited March 2, 201 1). 

57 u.s. Census Bureau, 2002 NAICS Definitions: Paging, ht!p:{[www.census.gov/epcdlnaics02/deflNj)EF517.HTM 
(last visited March 2, 2011); U.S. Census Bureau, 2002 NAICS Definitions: Other Wireless Telecommunications, 
http://www.census.gov/epcdlnaics02fdefINDEF517.H1M (last visited March 2, 20 11). 

58 13 C.F.R. § 121.201, NAICS code 517210 (2007 NAICS). The now-superseded, pre-2007 C.F.R. citations were 
13 C.F.R. § 121.201, NAICS codes 517211 and 517212 (referring to the 2002 NAICS). 

59 U.S. CENSUS BUREAU, AMERlcANFACTFINDER, 2007 ECONOMIC CENSUS, http://factfinder.censlls.gov, (find 
'~conomic Census" and choose "get data." Then, under "Economic Census data sets by sector ... ," choose 
"Information." Under "Subject Series," choose "EC075ISSSZ5: Employment Size of Firms for the US: 2007." 
Click "Next" and find data related to NAICS code 517210 in the left column for "Wireless Telecommunications 
Carriers (except Satellite)") (last visited March 2, 2011). 

60 See Trends in Telephone Service at Table 5.3. 

61 See id. 

62 Amendment of the Commission's Rules to Establish Part 27, the Wireless Communications Service, ON Docket 
No. 96-228, Report and Order, 12 FCC Red 10785, 10879, para. 194 (1997). 
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definitions." The Commission auctioned geographic area licenses in the WCSservice. In the auction, 
which commenced on April 15, 1997 aud closed on April 25, 1997, seven bidders won 31 licenses that 
qualified as very small business entities, and one bidder won one license that qualified as a small business 
entity. 

18. Satellite Telecommunications Providers. Two economic census categories address the 
satellite induStry. The first category has a small business size standard of $15 million or less in average 
armual receipts, under SBA rules." The second has a size standard of $25 million or less in annual 
receipts." . 

19. The category of Satellite Telecommunications "comprises establishments primarily 
engaged in providing telecommunications services to other establishments in the telecommunications and 
broadcasting industries by forwarding and receiving communications signals via a system of satellites or 
reselling satellite telecommunications."" Census Bureau data for 2007 show that 512 Satellite 
Telecommunications finns that operat.ed for that entire year.61 Of this total, 464 firms had annual receipts 
of under $10 million, and 18 finns had receipts of $1 0 million to $24,999,999." Consequently, the 
Commission estimates that the majority of Satellite Telecommunications Irrms are small entities that 
mightbe·affected by our action. 

20. The second category, Le., All Other Telecommunications, comprises "establishments 
primarily engaged in providing specialized teleoommunications servioes, such as satellite tracking, 
:'communications telemetry, and radar station operation. This indnstry also inoludes establishments 
primarily engaged in providing satellite terminal stations and associated facilities connected with one or 
more terrestrial systems and capable of transmitting telecommunications to, and receiving 

. telecommunications from, satellite systems. Establishments providing Internet services or voice over 
Internet protocol (VoIP) services via client-supplied telecommunications connections are also included in 
this indnstry."" For this category, Census Bureau data for 2007 show that there were a total of 2,3 83 
finns that operated for the entire year."' Of this total, 2,347 finns had annual receipts of under $25 

63 See Letter from Aida Aivarez, Administrator, SBA, to Amy Zoslov, Chief, Auctions and Industry Aoalysis 
Division, Wireless Telecommunications Bureau, FCC (filed Dec. 2,1998) (Alvarez Letter 1998). 
64 13 C.F.R § 121.201, NArCS code 517410. 
65 13 C.F.R. § 121.201, NAICS code 517919. 

66 U.S. Census Bnreau, 2007 NAICS Definitions, Satellite Telecommunications, 
bttp:l/www.census.gov/naics/2007/defIND517410.HTM (last visited March 2,2011). 

6'/ U.S. CENSUS BUREAU, AMERICAN FACTFINDER, 2007 ECONOMIC CENSUS, http://factfinder.census.gov, (fuid 
"Economic Census" and choose ~get data." Then, un<;ler "Economic Census data sets by sector ... ," choose 
"Infonnation." Under "Subject Series," choose "EC075ISSSZ4: Receipts Size of Firms for the US: 2007." Click 
"Nexr' and fiod data related to NAICS code 517210 in the left colurcn for "Satellite Telecommunications") Oast 
visited March 2, 2011). 

6S ld. 

"US. Census Bureau, 2007 NAICS Definitions, Ail Other Telecommunications, 
http://www.census.gov/naics/2007/defIND517919.IITMOastvisited March 2, 2011). 

70 US. CENSUS BUREAU, AMERICAN FACJ11INDER, 2007 ECONOMIC CENSUS, http://factfinder.census.gov, (fiod 
''Economic Census" and choose "get data." Then, under ¢~Economic Census data sets by sector ... ", choose 
"Infonnation." Under "Subject Series," choose "EC075ISSSZ4: Receipts Size of Firms for·the US: 2007." Click 
"Nexr' and fiod data reJared to NAICS code 517919 io the left colurcn for "Ail Other Telecommunications") Oast 
visited March 2, 20 II). 
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.million and 12:!inns had annual receipts of $25 million to $49, 999,999.71 Consequently, the Commission 
estimates that the maj orily of All other Telecommunications frrms are small entities that might be 
affected by our action. 

21. Common Carrier Paging. The SBA considers paging to be a wireless 
telecommunications service and classifies it under the industry classification Wireless 
Telecommunications Carriers (except satellite). Under that classification, the applicable size standard is 

. that a business is small if it has 1,500 or fewer employees. For the general category of Wireless 
Telecommunications Carriers (except Satellite), Census data for 2007, which supersede data contained in 
the 2002 Census, show that there were 1,383 frrms that operated that year.72 Of those 1,383, 1,368 had 
fewer than 100 employees, and 15 frrms had more than 100 employees. Thus under this category and the 
associated small business size stsndard, the majority of :!inns can be considered small." The 2007 census 
also contains data for the specific category of Paging "that is classified under the seven-number North 
American Indnstry Classification System (NAlCS) code 5172101.14 According to Commission data, 291 
carriers have reported thatthey are engaged in paging or messaging service. Of these, an estimated 289 
have 1,500 or fewer employees, and 2 have more than 1,500 employees.75 Conseqnently, the 
Commission estimates that the majority of paging providers are small entities that may be affected by oor 
action. In·addition, in the Paging Third Report and Order, the Commission developed a small business 
size standard for "small businesses" and "very small businesses" for purposes of determining their 
eligibility for special provisions such as bidding credits and instaJhnent payments." A "small business" is 
an entity that, together with its affiliates and controlling principals, has average gross revenues not 
exceeding $15 million for the preceding three years. Additionally, a "very small business" is an entity 
that, together with its affuiates and controlling principals, has average gross reVenues that are not more 
than $3 million for the preceding three years." The SBA has approved these small business size 

11 ld. 

72 U.S. CENSUS BUREAU, AMERICAN FACTFlNDER, 2007 ECONOMIC CENsus, bttp:llfuctfinder.census.gov, (find 
''Economic Census" and choose "get data." Then, tmder 'IEconomic Census data sets by sector.-.. ," choose 
"Information." Under "Subject Series," choose "EC0751SSSZ5: Employment Size of Firms for the US: 2007." 
Click "Next" and find data related to NAICS code 517210 in the left column for "Wireless Telecommunications 
Carriers (except Satellite)") (last visited March 2, 2011). 
73 13 C.F.R § 121.201, NAICS code 517210. 

74 U.S. CENsus BUREAU, AMERICANFACTFlNDER, 2007 ECONOMIC CENSUS, http://factfinder.ce!ll!lls.gov, (find 
'~conomic Census" and choose '"get data." Then, under uEconomic Census data sets by sector ... ," choose 
"Information." Under "Subject Series," choose "EC0751SSSZ5: Employment Size afFirms for the US: 2007." 
Click "Next" and find data related to NAICS code 5172101 in the left column for "Paging") (last visited March 2, 
2011). In this specific category, there were 248 fums that operated for the entire year in 2007. Of that number 247 
operated with fewer than 100 employees and one operated with more than 1000 employees. Based on this 
classification and the associated size standard, the majority of paging firms must be considered small. 

75 See Trends in Telephone Service at Table 5.3. 

76 Amendment a/Part 90 o/the Commission's Rules to Pravide/ar the Use a/the 220-222 MHz Band by the Private 
Land Mobl1eRadio Service, PR Docket No. 89-552, GN Docket No. 93-252, PP Docket No. 93-253, Third Report 
and Order and Fifth Notice of Proposed Rnlemaking, 12 FCCRcd 10943, 11068-70, paras. 291-295 (1997). 

77 See Letter to Amy Zoslov, Chief; Auctions and Industry Analysis Division, Wireless Telecommunications 
Bureau, FCC, from A. Alvarez, Administrator, Small Business Administration (Dec. 2, 1998). 
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standards." An auction of Metropolitan Economic Area licenses commenced on February 24, 2000; and 
closed on March 2, 2000." Ofthe 985 licenses auctioned, 440 were sold. Fifty-seven companies 
claiming small business status won. 

22. Wireless Telephony. Wireless telephony includes cel1ular, personal communications 
services, and specialized mobile radio telephony carriers. As noted, the SBA. has developed a smal1 
business size standard for Wireless Telecommunications Carriers (except Satellite ).8{) Under the SBA 
smal1 business· size standard, a business is smal1 if it has 1,500 or fewer employees.ol According to the 
2008 Trends Report, 434 carriers reported that they were engaged in wireless telephony.82 Of these, .in 
estimated 222 have 1,500 or fewer employees and 212 have more than 1,500 employees.83 We have 
estimated that 222 of these are smal1 under the SBA small business size standard. 

3. Internet Service Providers 

23. The 2007 Economic Census places these fIrms, whose services might inclnde voice OVer 
Internet protocol (V oIP), in either of two categories, depending on whether the service is provided over 
the provide~'s own telecommunications facilities (e.g., cable and DSL ISPs), or over client-supplied 
telecommunications connections (e.g., dial-up ISPs). The former are :within the category of Wired 
Telecommunications Carriers," which has an SBA smaIJ business size standard of 1,500 or fewer 
employees. os The latter are within the category of AI1 Other Telecommunications, O. which has a size 
standard of annual receipts of $25 million or less. S7 The most current Census Bureau data fpr all such 
fnms, however, are the 2002 data fur the previous census category called Internet Service Providers." 
That category had a small business size standard of $21 million or less in annual receipts, which was 
revised in late 2005 to $23 million. The 2002 data show that there were 2,529 such fIrms that operated . 
for the entire year."' Of those, 2,437 fIrms had annual recei~ts of under $10 million, and an additional 47 
fIrms had receipts of between $10 million and $24,999,999. 0 Consequently, we estimate that the 

70 Revision of Part 22 and Part 90 of the Commission's Rules to Facilitate Future Development of Paging Systems, 
WTDocketNo. 96-18, PR Docket No. 93-253, Memorandum Opinion and Order on Reconsideration and Third 
Report and Order, 14 FCC Red 10030, paras. 98-107'(1999). 

79 Ill. at 10085, para 98. 
80 13 C.F.R. § 121.201,NAICS code 517210. 

olId. 

82 See Trends in Telephone Service at Table 5.3. 

" Ill. 

"U.S. Census Bureau, 2007 NAICS Definitions: Wired Telecommunications Carriers, 
ht(p:/Iwww.census.govinaics/2007/defJND517110.HTM (last visited March 2, 2011). 

85 13 C.F.R. § 121.201, NAICS code 517110 (updated for inflation U; 2008). 

86 U.S. Census Bureau, 2007 NAICS Definitions: All Other Telecommunications, 
ht(p:llwww.census.gov/naics/2007/defJND517919.HTM (last visited March 2, 2011). 

'7 13 C.F.R. § 121.201, NAICS code 517919 (updated for inflation in 2008) . 

• 0 U.S. Census Bureau, 2002 NAICS Definitions: Inrernet Service Providers, Web Search Portals, and Data 
Processing Services, ht(p:/Iwww.census.gov/epcdlnaics02/def/NDEF518.HTM (last visited March 2,2011). 

89 U.S. Census Bureau, 2002 Economic Census, Subject Series: Information, "Establishment and Firm Size 
(Including Legal Form of Organization)," at Table 4, NAICS code 518111 (issued Nov. 2005). 

90 An additional 45 firms bad receipts of $25 million or more. 
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D. Description of Projected Reporting, Recordkeeping, and Other Compliance 
Reqnirements 

24. The reporting and recordlceeping requirements in this NPRM could have an impact on 
both small and large entities. Though the impact may be more financially burdensome for smaller 
entities, we believe the impact of such requirements is outweighed by their corresponding beuefits to 
entities and cousumers. Further, these requirements are necessary to, ensure that the statutory goals of 
section 254 of the Teleconununications Act of 1996 are met without waste, fraud, or abuse. 

25. The Commission proposes several reporting, recordkeeping, and compliance 
requirements for the low-income program. We propose that Eligible Telecommunications Carriers 
(ETCs) seeking support would extend their reporting to the Universal Service Administrative Company 
(USAC) to include reporting of subscribers' partial participation. Further, we propose de-enrolhnent 
procedures to reduce waste in the program. We also propose to retain the existing verification 
requirements for federal default states and extend these requirements tu the remainder of states. 

26. Duplicate Claims and One-Per-Residential Address. The Commission proposes several 
reporting and recordlceeping requirements to reduce the likelihood that a residential address will receive 
more than one subsidized service throngh the low-income program. Specifically, we propose an 
information solicitation and submission process to enable USAC to identifY duplicate claims of support 
and violations of the proposed rules, which, if adopted, will help USAC determine whether two or more 
ETCs are providing Lifelioe-snpported service to the same residential address.91 ETCs would be required 
to solicit identif'ying residential address infurmation and certification from Lifeline snbscribers. ETCs 
would theu submit this data to USAG. Under the proposal, USAC would then notif'y ETCs of any 
duplicate claims of support. ETCs would also be required to notif'y customers with duplicate Lifeline 
service by phone and in writing when possible, that the subscriber must select one Lifeline provider or 
face termination from'the program. The selected ETC would then notif'y USAC as well as any other ETC 
providing Lifeline service to the customer. 

,27. Line 9 Reporting. To help ensure that ETCs seek reimbursement only for active Lifelioe 
subscribers, the Commission proposes to require ETCs to report partial or pro rata dollars when claiming 
reimbursement on Form 497. Compliance with the proposed rule would require ETCs to report the 
nronber of subscribers begbming or terminating Lifeline service mid-month as well as the length of 
service provided during thai month to each partial-month subscriber, which is similar to ETCs' billing of 
partial-month service to non-Lifeline consroners. 

28. De-Enrollment Procedures and Customer Usage Requirements. As part of the effort to 
reduce waste in the program, and in accordance with the proposed one-per-residential address 
codification, the Commission proposes to require ETCs to de-enroll their Lifeline subscribers who: (1) , 
seloot another ETC after being notified of a duplicate claim; and (2) subscnoers who do not use their 
phone for 60 days. Compliance with the proposed de-enrolhnent procedures would require ETCs to 
monitor whether a Lifeline phone 'Yas used during any 60-day period. After de-enrolhnent, the ETC 
would need to notif'y USAC of the de-enrollment. USAC could then pursue recovery actions against the 
ETC for past inappropria1e support. ' 

29. Verification. The Commission's rules currently require ETCs in federal default states to 
implement procedures to verif'y annually the continued eligibility of a statistically-valid random sample of 
Lifeline subscnoers and to provide the results to USAC. We propose to extend these standards to all 

9J See Appendix A for Proposed Rules. 
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states. Furthermore, in accordance with the proposed one-per-residential address requirement, we 
propose to require ETCs to verify consumer certifications upon enrollment and annually thereafier. 

30. Service Deposit or Minimum Service Fee. Though we do not propose any rules on a 
service deposit for commencing Lifeline service or a minimum service fee for maintaining service, We ' 
seek comment on whether such rules would balance the competing needs of program efficacy with 
program efficiency. Specifically, we seek comment as to whether requiring ETCs to bill consumers 
would pose a disproportionate burden upon small entities, especially those, like pre-paid wireless 
resellers, that do not currently bill their consumers on a monthly basis. 

31. Database. We propose a comprehensive reform to the low-income program: we 
recommend the creation of a centralized database for online certification and verification of low-income 
subscribers. In the NPRM, we seek comment on which entity or entities would be best suited to create 
and maintain such a database. Compliance with requirements associated with a centralized database 
wonld include reporting of information solicited from Lifeline subscribers for the purposes of certifYing 
and verifying their eligtbility. 

E.··· Steps Taken to Minimize Significaut Economic Impact on Small Entities, and 
Significant Alternatives Considered 

., 32.. The RF A requires an agency to descnoe any significant alternatives that it has considered 
in r~a,ching its 'approach, which may include the following four alternatives, among others: (1) the 
establishment of differing compliance or reporting reqnirements or timetables that take into account the 
resources available to small entities; (2) the clarification, consolidation, or simplification of compliance or 
reporting requirements under the rule for small entities; (3) the use of perfurmance, rather than design, 
standards; and (4) an exemption from coverage of the rule, or any part thereof, for small entities." . 

33. In this NPRM, we make a number of proposals that may have an economic impact on 
small entities that participate in the universal service low-income support mechanism. Specifically, as 
addressed above, we seek comment on: (1) mitigating duplicate claims of service through increased 
reporting to USAC, in accordance willi the proposed one-per-residential address rule; (2) requiring the 
reporting of consumers' partial-month Lifeline participation; (3) establishing clear de·enrollment 
procedures; and (4) establishing a unifonn verification regime. If adopted, these proposals will help 
USAC and ETCs reduce waste, fraud, and abuse in the low-income support mechanism. 

34. In seeking to minimize the burdens imposed on small entities where doing so does not 
compromise the goals of the universal service mechanism, we have invited comment on how these 
proposals might be made less burdensome for small entities." We again invite commenters to discuss the 
benefits of such changes on small entities and whether these benefits are outweighed by resulting costs to 
ETCs that might also be small entities. We anticipate that the record will reflect whether the overall 
benefits of such programmatic changes would outweigh the burdens on small entities, and if so, 
commenters will suggest alternative ways in which the Commission could lessen the overall burdens on 
small entities. We encourage small entities to comment. 

35. We have taken the following step's to minimize the impact on small entities. First, to ease 
the administrative burden on applicants, we propose an approach that minimizes reporting requirements 
by appropriating Fonn 497 for further infonnation collection rather than creating an additional fonn. In 
accordance with the E-Sign ACt,94 we propose to allow consumers to sign their certifications 

92 5 U.S.C. § 603. 

93 See supra para. 315. 

94 15 U.S.C. §§ 7001-7004 (2006). 
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electronically, eliminating significant reporting and m~1ing burdens currently placed on all entities. In 
order to minimize the impact on ETCs, including small entities, we have placed the burden of checking· 
addresses for duplicate claims upon USAC, rather than ETCs. Furthermore, in an effort to make 
verification simpler for all ETCs, we ·have proposed uniform rules of eligibility and verification. Most 
significantly, however, we contemplate a phased structure for reporting to a centralized database: large 
entities would begin populating the proposed database initially, with small entities following suit after a 
period of time during which the process will be made less burdensome when possible. 

F. Federal Rules that May Duplicate, or Conflict with Proposed Rules: 

36. None. 
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STATEMENT OF 
CHAIRMAN JULIUS GENACHOWSKI 

Re: Federal-State Joint Board on Untversal Service, CC Docket No. 96-45, Lifeline and Link-Up, 
WC Docket No. 03-109, Lifeline and Link-Up Reform and Modernization, WC Docket No. 11-18 

Today we propose to reform and modernize the LifelinelLink-Up program - to make it more 
efficient and effective, and to determine how best to meet our national goal of broadband adoption by all 
Americans. . 

Since Lifeline was created in 1985 and Congress codified it in the Telecommunications Act of 
1996, the program has drawn broad bipartisan support and helped nrillions of low-income households 
afford phone serv:\ce. 

But the world has changed considembly since then, and the LifelinelLink-Up program has not 
kept pace. Major technological, market, and regulatory changes - including the Comnrission's decision 
in 2005 to allow prepaid wireless resellers to offer Lifeline service - have created new challenges and 
pressures on the program, as well as new opportunities for consumers. 

Yet the Comnrission has not comprehensively reexamined the program, or implemented clear 
performance goals or sufficiently robust protections against waste, fraud, and abuse. Every LifelinelLink
Up dollar that today gets spent on duplicate service, ioeligible participants, or other waste or 
inefficiencies is a dollar that could go to helping more low-iocome Americans connect. 

And LifelinelLink-Up has grown more rapidly over the past few years, increasiog the 
contribution burden on consumers and busioesses throughout the country, which can undermine our 
universal service goals; Increases in the contribution burden are particularly concerning for the tens of 
nrillions of Americans at or near the poverty line who pay for phone service but don't participate in 
Lifeline. 

That's why we asked the Fedeml-State Joint Board on Universal Service to examioe the 
LifelinelLink-Up program and evaluate a host of issues related to the program's performance and 
administration. Late last year, the Joint Board reported back with a series of important and thoughtful 
recommendations for reform and modernization. 

The NPRM we adopt today puts forward these recommendations, as well as proposals from the 
Government Accountability Office, from the National Broadband Plan, and from a number of private
sector stakeholders. 

The NPRM proposes three main types of reforms: 

First, we propose immediate reforms to eliminate waste, fraud, abuse, and other nrisspendiog in 
the program - including proposals to eliminate duplicate support to a single household and preventing 
carriers from obtaining support for consumers that haven't used their service in months. We also propose 
to establish a National Accountability Database, administered by an independent third parly, to ensure 
that mUltiple carriers are not getting LifelinelLink-Up support to serve the same household, and that only 
eligible households are participating in the program. 

Second, we propose to mal,e the program more accountable - that means accountability for 
consumers who benefit from the program, carriers that receive support, and government. To do this, we 
propose reforms like establishing concrete performance goals for the program, and stepping up oversight. 
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Third, We seek comment on measures - including capping the size of the program - to prevent 
over-burdening the consumers and businesses that contribute to the Universal "Service Fund. 

These reforms will provide LifelinelLink-Up clear goals and robust safeguards, and put the 
program on a sound footing. 

And in the interim, while we're seeking comment on these reforms, we will work to ensure that 
consumers are not misusing the program and that the companies that receive LifelinelLink-Up support are 
living up to their responsibilities to combat waste, fraud, and abuse, including taking adequate precautions 
to prevent duplicate support. 

As we ref ann LifelinelLink-Up to be a leaner, more efficient, and more effective program, we're 
also malcing sure the program meets consumer needs in the broadband age. 
Broadband is at least as crucial to full participation in our economy and society in the 21st centory as 
telephone service was in the 20th. We know that increasing broadband adoption is essential for 
generating economic growth and improving our global competitiveness; a 2009 McKinsey stody suggests 
that a 10% increase in broadband penetration could increase annual GDP by more than $200 billion in a 
country with an economy the size of ours in the United States. 

Broadband is also crucial for advancing national priorities like education - think of ouline courses 
and digital textbooks, and health care - think of two-way video consultations with medical specialists. 
It's crucial for finding ajob, as job postings have moved ouline, and for landing ajob, as companies 
increasingly require basic digital sltills. 

Despite the importance of broadband fur everyone, more than half oflow-income Americans
about 60% - don't have broadband in their homes. Fewer than half of African Americans, Latinos, and 
Americans without a high school diploma have broadband. And as we heard this morning, fewer than 
10% of Native Americans households are online. Especially at a time when countries like South Korea 
boast broadband adoption rates higher than 90 percent, that's simply not good enough. 

Acceleratingbroadband adoption is one of our great national challenges. But it's not an easy 
problem to solve .. The National Broadband Plan identified a number of major barriers. Many non
adopters lack the digital Jiteracy needed to adopt and Use broadband - they don't know howto use a 
computer or how to navigate a webpage. Many non-adopters don't think broadband is relevant to them or 
can improve their lives. And affordability is a core obstacle, particularly for low-income Americans. The 
FCC has been working on a number of initiatives to overcome these barriers and increase broadband· . 
adoption and use.· . 

Today, we propose an important step toward this goal: Pilot programs, funded with savings from 
reforms, to determine how LifelinelLink-Up can best be used to increase broadband adoption and use 
among low-income consumers. We'll be 100lOOg broadly for the best ideas for accountable, efficient, 
metrics-based initiatives that will move the needle on broadband adoption. 

As we move forward, we should be realistic. LifeJiueILink-Up won't solve the adoption 
challenge by itself. We need to harness e-government, and think creatively about how different parts of 
the public sector-federal, state, and local-can be part of the solution. 

Government cannot, and should not, meet this challenge alone. Success is going to require 
sustained attention and effort from broadband providers, tecbuology companies, nonprofit groups, 
educators, and parents, as well as policymakers. 
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. I'd like to aclmowledge and praise existing private efforts and challenge companies to do more in 
this area. This is as much a win-win as anything I've seeu. Every new broadband subscnner helps that 
subscriber, the company offering service, and our economy and global competitiveness. I look forward to 
working with a broad range of stakeholders to meet our broadband adoption challenge. 

I'd like to thankmy fellow Commissioners, who worked together to improve and shape the 
Notice. ralso waut to thank the staff, particularly the staff of the Wireline Competition Bureau, for their 
outstanding work preparing this item . 

....... 
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STATEMENT OF 
COMMISSIONER MICHAEL J. COPPS 

Re: Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Lifeline and Link-Up, 
WC Docket No. 03-109, Lifeline and Link-Up Reform and Modernization, WC Docket No. 11-18 

Connecting low income consumers is a central pillar of this Commission's Universal Service 
mission. All our people need access to the wonders of communications-and I always underline that 
word "all." We can no longer afford to have digital divides between the haves and have-nots. Until each 
and every citizen of this great country is connected-urban or rural, living on tribal lands or in distressed 
inner cities, whether they are rich or poor, whether or not they are members of our disabilities 
communiti6S--{)ur work remains unfinished. 

Our Lifeline and Linkup programs help ensure that Americans who need it most have affordable 
access to the nation's communications networks. Today, that has to mean support for affordable 
broadband access. The Commission has rightly begun to transition our Universal Service focus across all 
our programs to the advanced communications services that the digital age requires. Whether it's 
applying fur ajob or accessing a public assistance program, doing homework or caring for our health, 
broadband becomes with each passing day more essential-a basic prerequisite for participation in the 
social and economic life our nation. Low-income consumers simply cannot afford to wait for the benefits 
of broadband. As this item points out, only 40% ofhonseholds earning less than $20,000 a year have 
broadband - compared to a 93% adoption rate for households making more than $75,000 annually. And 
we Imow that cost is a primary barrier to broadband adoption. Disparities that dramatic cry out for 
immediate action. 

At the same time, we must acImowledge that there is still work to be done to ensure that all 
Americans have access to basic voice service. Ahnost 10% oflow-income households nationally lack 
telephone service. And I wonld hazard that many of our distinguished guests from Indian country today 
conld tell us first-hand how much remains to be done on this score. The low-income programs have been 
historically underutilized and although there has been recent growth in the program, in 2009 only 36% of 
eligible consmners participated in Lifeline. So I'm pleased that this item builds on the recommendations 
of the Federal-State Joint Board on Universal Service with regard to outreach and coordinmed emoliment 
when consmners are siguing up for other assistance programs. These proposals can potentially expand 
the reach of the low-income support programs, which is critical as loug as telephone penetration rmes for 
low-income households consistently lag behind the rest of the nmion. 

I certainly support looking for program savings and action to ensure that carriers that are 
receiving support are doing so in compliance with our rul~ to prevent waste, fraud and abuse. This item 
also identifies areas where the program needs to be modernized, such as by updating the rules on toll 
limitation services reimbursement. I appreciate that as We ask how to enforce the one-per-household rule 
desigued to prevent duplicative support, We acImowledge that some low-income consumers have living 
situations where a residential addTess is not a good proxy for a household. I hope any duplicative support 
or outdated support we do recover is used to expand the benefits of advanced communications to low
income consumers. These savings should be used to provide funding for the proposed broadband pilot 
programs, which can be an important first step on what I hope is an accelerated transition to a low-income 
program that helps all Americans reach our national broadband goals. 

Our challenge is to close the stnbborn and persistent gap of low-income Americans who remain 
without even basic voice service while transforming the program to proVide support for the advanced 
telecommunications services that all Americans need in order to compete in the 21 ~ century eCfJnomy. 
That's a tali order-and that is why I am coucerned that this item contemplates capping low-income 
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support. As we tee up proposals about how to provide support for broadband, capping today's program 
would be at best imprecise. How can we intelligently cap a program when we don't know how much 
meeting the challenge is going to cost? At worst, we risk compromising the future oflow-income 
Americans who may never be connected without Lifeline. 

My thanJcs to all the staff in the Bureau whose efforts went into today's item. I also want to 
acJcnowledge the Federru-Siate Joint Board.members and staff whose work informed this NPRM. I look 
forward to worJcing with all these good folJcs, with my colleagnes here, and with all stalceholders in the 
months ahead. . 
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RE: Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Lifeline and Link-Up, 
WC Docket No. 03-109, Lifeline and Link-Up Reform and Modernization, WC Docket No. 11-18 

!fI've learned one tiring in my nearly five years on the Commission, it is that our work on 
universal service refonn is a bit like painting the Golden Gate Bridge: a project that is always underway 
and uever seems to end. DUring my time here, I have advocated for a comprehensive review of l!!l of the 
programs with a primary goal being curbing the growth of expenditures. As such, today's initiation to 
revamp the Lifeline/Linkup program is a critical part of our overall reform efforts, and I commend the 
Chairman for launching this Notice of Proposed Rnlemaking. 

The original goal of the LifelinelLinkup program was a noble oue: to provide an opportunity for 
Americans with limited means to stay connected to the rest of the world through basic phone service. 
This program has improved many lives by not only allowing for everyday communications, but it has also 
helped save lives by allowing consumers to place emergency calls. 

Nonetheless, we cannot ignore the fact that the size of the LifelinelLinkup program has steadily 
and dramatically increased. In 1997, the total suppoit for the program was $162 million, and in 2010 it 
had risen to $1.3 billion. This trend is nnsustainable. It is encouraging to see that this proceeding 
attempts to examine and address waste, frand and abuse witlrin this program. It seems that policymakers 
often speak of "waste, fraud and abuse" when attempting to create efficiencies in govermneut programs to 
the point where that term has become hackueyed and virtually meaningless. Today, however, the FCC is 
actually doing sometlring specific to reverse some troubling trends .. For instance, the Notice: seeks 
comment Oll ways to ensure duplicate support is not provided; explores ways to prevent companies from 
receiving funds for inactive customers; and asks for the puhlic's advice on possibly imposing a uniform 
federal standard as a minimum threshold for verifying continued eligibility. Also, regarding duplicate 
claims, I am supportive of efforts the Chairman may have to find ways to curb excess and inappropriate 
spending. 

I thank the hard-working staff in the Wireline Competition Bureau for their dedication to this 
Notice, and I look forward to discnssing these issnes with all of my colleagnes and the ,various 
stakeholders. It is my hope that we can move forward in a fIScally prudent and thoughtful way. 
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For many years, fulfilling the basic communications needs oflow-iocome consumers has been a 
priority for our nation. Sioce 1985, the Lifeline and Liok Up programs have ensured millions oflow
iocome Americans access to affordable telephone service. This not only permits these consumers the 
means to stay connected to friends and family, it also offers them the ability to make doctor's 
appoiotments, and call 911 io an emergency .. By ensuring that low-iocome consumers have access to a 
phone io their homes, our nation has provided every American-no matier their financial circumstance
the lifelioe they need to communicate with the rest of the world. ,For those consumers who are struggliog 
to meet basic needs, snch as food and shelter, these programs truly are makiog a difference. Many would 
go without phOne service, but for these programs. And given the economic downturn over the last several 
years, it is notsurprisiog that the fund has grown. 

We ha~e seen numerous changes io the marketplace since the implementation of the Lifeline and 
Liok Up progrll1Ils. Notably, mobile wireless service has grown significantly, I!Dd competitive Lifelioe 
products are now available, allowiog low-iocome consumers the ability to choose from various phone 
options. Today, access to high-speed Internet service has become essential for Americans to 
communicate with one another. As a resnlt, it is appropriate for the Connnission to revisit the current 
structure of the Lifelioe and Liok Up programs. We must ensure that they are efficient, effective, and 
address the modem communications needs of our nation's low-iocome citizens. 

While these programs have helped many consumers afford telephone service, not all needs have 
been addressed. As my friends from the Tribal Nations are fully aware, basic phone service stiIl lags 
significantly on Tribal Lands as compared to the rest of the country. Today's NPRM bnilds upon the 
recommendations made by the Federal-State JoiotBoard on Universal Service Jast November, as well as 
the National Broadband Plan last March. The Commission's consideration of these recommendations is 
essential for modemiziog and improviog the programs. By ensuriog that only eligible consumers 
participate io the programs, that the annual verification requirements are effective, and that we minimize 
duplicative services to households, we likely can extract some efficiencies io the programs that could be 
used to further address the voice and broadband needs of low-iocome consumers. 

I am encouraged by our full exploration io this Notice of the use of an electronic database that 
would permit real-time checks on consumer eligibility and participation io the Lifeline and Liok Up 
programs. Such a database has the potential to offer us saviogs io the long run--saviogs that could be 
used to further address the needs of low-income consumers. It is very appropriate that this Commission 
work towards a broadband-based solution that all Lifelioe and Liok Up providers could rely upon to make 
these programs more efficient and effective. 

I am also pleased that we are askiog some very basic questions io this Notice, such as how much 
support trnly is required for both the initiation of voice service through Linlc Up, and the monthly benefit 
that Lifelioe provides. Where we can identify savings, those funds could be used to begio addressiog and 
supporting the broadband needs of low-iocome consumers which we mow are significant. Less than half 
oflow-iocome Americans have subscribed to broadband, and one-third of Americans who have not 
purchased broadband, say they have not done so due to the expense of obtainiog such service. 

We also lmow that for those consumers who are strnggling to pay for their basic needs, there is 
very little discretionsry income left to afford broadband service. One analyst recently noted that 40% of 
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u.s. households have just $100 of dispnsable income, after paying fnr their food, shelter, and 
transportation. Yet broadband service is just as much a necessity today, as phone service was when the 
Commission established the Lifeline and Link Up programs 26 years ago .. Without broadband at home, it 
is more difficult for citizens to look for a new job and interact with government services. Indeed, snme . 
government agencies only offer their services to consumers via the Internet. 

For these reasons, over the last year, I have repeatedly stated that we must fully focus on our 
nation's broadband adoption gap. I believe that we will not successfully bridge tills gap for low-income 
consumers ifwe don't address the affordability issue. Given the expansive modem communications 
needs oflow-income Americans, we would be on a fool's errand ifwe think that we can address both 
voice and broadband requirements, while simultaneously capping the fund. To be clear, I don't subscribe 
to the belief that the Fund will meet all of these needs, even if it is not capped. I believe it will take both 
the public and private sectors to address these issues. I am hopeful that with the discounts providers 
already offer to low-income consumers, along with the broadband pilot projects proposed herein, and with 
the flexibility of consumers to use their Lifeline discount for bundled voice and broadband services, we 
can find effective solutions to bridge the digital divide for most low-income Americans. 

This is not an easy task, but I challenge every Lifeline and Link Up provider, every broadband 
provider, and all other interested stakeholders, including Congress, the states, consumer advocates, and 
public interest groups, to help' us find the most effective solutions for improving the curreut Lifeline and 
Link Up programs for voice service, and to stretch the programs' dollars even further, so that we can 
cover broadband services. I also wish to praise those broadband providers that have recognized the 
siguiflcant need of low-income consumers and have started their own adoption programs, and I hope that 
they continue to share their work with us. By learning what has and has not been successful, we can 
better address the modem communications needs of all Americans. 
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The Commission's low-income programs provide the means for 8.6 million Americans to afford basic 
telephone service, and the ability to reach public safety, schools, and employers. I support our effort to 
reform these important programs to ensure their long-term sustainability. This item is an appropriate and . 
timely follow-up to last month's review of our high-cost programs, and an important step forward in 
implementiog the Joint Board's November Recommended Decision. 

The themes here mirror closely the challenges and opportunities we face with the high-cost fund. 
To put these programs on a stronger foundation both operationally and financially, we need to take a 
comprehensive look at these programs to evaluate whether they are effective, fiscally responsible, as well 
as whether theyproperJy reflect today's consumer demands and market realities. 

Operationally,1 believe the Commission has let critical questions about program eligibility linger too 
long, and I am.!lappy to see us take affirmative steps to update these programs and curb waste, fraud, and 
abuse. As we 1:Y9rk together collectively on reform, we need carriers receiving low-income support today 
to act as respoD.sible partners in the interim minimizing any wasteful or duplicative expenditares. 

Our reforms must also reflect the need for greater fiscal discipline in accomplishing our mission. Much 
like the high-cost fund, the low-income programs have grown significantly. In the past ten years, these 
programs have more than doubled from $577 million to over $1.3 billion today. I support our efforts to 
address the need for real cost containment, and to recognize that-in difficult economic times--escalating 
contribution burdens on consumers can create their own afford ability challenges undermining our efforts. 

We are also beginning our dialogue on how to update these programs to support broadband. I appreciate 
that we are looking before leaping on broadband funding. By all metrics, adoption of broadband for low
income Americans lies well below the national average, and this poses an important challenge for all of 
us. The promising news is that the gap is beginning to shrink. Broadband adoption for those making 
between $15,000 and $25,000 a year has jumped from 24 percent in October 2007 to over 42 percent last 
year. There is obviously still much to do, and our low-income programs ar!"a potentially untapped 
resource to help. Moving forward with broadband pilot programs appears to be the right next step. 
Adoption is not a one-size-fits-all challenge and affordability is but one of the core challenges we must 
face. Indeed, those making between $15,000 and $25,000 a year identify relevance as the primary 
impediment to adoption (44.3 percent), affordability is a distant 'second (27 percent). More money alone 
will not solve this problem. 
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In 2006, the Commission opened this Rulemaking to evaluate whether 

California's universal service public policy programs should be updated to 

reflect changes in the telecommunications industry. Through this Rulemaking, 

the Commission set out to reform California LifeLine in order to guarantee high

quality communication services were affordable and widely available to all. This 

decision adopts a new methodology for 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. 

This decision recognizes significant technological and regulatory changes 

in the telecommunications industry and the flexibility of the statutory structure 

underlying the Moore Uiriversal Telephone Service Act,1 which we now refer to 

as the California LifeLine Program (California LifeLine or LifeLine).2 Our work 

over the past four years to evaluate whether and how to reform California 

LifeLine has proved quite prescient as the pace of change that drove the 

rulemaking has only increased since 2006. Consumers have accelerated their use 

of communication options that have never been subject to traditional utility 

regulation and have not participated in the California LifeLine Program. A 

1 The formal name specified in Pub. Util. Code § 871 for the program which has come to 
be known as the "California LifeLine Program." 

2 The entire program is established in Pub. Util. Code §§ 871-884. 
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challenge for the Commission is how to make those communication services that 

consumers are choosing available to LifeLine customers. This decision clarifies 

that non-traditional carriers may participate and offer their services to 

consumers eligible for California LifeLine. 

This decision targets reforms to the most pressing problems confronting 

the California LifeLine Program and adopts the follOWing changes to the 

program: 

• "De-links" California LifeLine from the AT&T basic rate 
structure in order to ensure ongoing compliance with 
Section 874 of the Public Utilities Code, and determines that 
a Specific Support Amount methodology is the best option 
to continue to meet the goals of the Moore Act and our 
overall universal service goals. 

• Sets a Specific Support Amount at 55 percent of the highest 
basic rate of the State's URF carriers of last resort. Each 
carrier will receive the Specific Support Amount (with some 
exceptions), and the initial Specific Support amount shall be 
set at $11.50, effective July 1, 2011. 

• Each carrier's LifeLine rate will be capped at no more than 
50 percent of its basic service rate. 

• Each carrier may reset its LifeLine rate on an annual basis. 
Each carrier's LifeLine rate will be calculated by subtracting 
the Specific Support amount and any applicable Federal 
Lifeline and Linkup subsidy from its basic rate. 

• Caps the current California LifeLine rate at $6.84 for the 
next two years for most customers. 

• Eliminates the current price floor and allows carriers to 
charge customers less than AT&T's 2006 basic service rates. 
However, this decision also requires carriers offering 
LifeLine to charge LifeLine customers at least $5 per month 
(exclusive of tribal customers receiving federal Tier 4 
subsidy). 
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o Expands the LifeLine program to include data services for 
consumers that receive wireless equipment through the 
CPUC's Deaf and Disabled Telecommunications Program 
(DDTP). 

• Allows non-traditional carriers, such as wireless carriers 
and voice over internet protocol ry oIP) companies, to 
participate in the California LifeLine program consistent 
with current requirements. This decision establishes a 
separate phase to consider implementation changes needed 
to facilitate participation in LifeLine for non-traditional 
carriers, including data services for DDTP - eligible 
consumers, wireless carriers, and other non-traditional 
carriers. 

• Eliminates excess payments to carriers for administration, 
bad debt, and to make up for forgone Federal support. 

2. Background 

Slaff/310 
Marinos/6 

On Apri114, 2006, the Staff of the Commission's Telecommunications3 and 

Strategic Planning4 Divisions published a comprehensive report on the Public 

Policy Programs, which described each program and the need for review. On 

Apri125 and 26, 2006, the Assigned Commissioner convened two workshops to 

take comment from interested parties on the scope and objectives of this 

proceeding.5 

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

comprehensive review of its Telecommunications Public Policy Programs -

California LifeLine, Payphone Programs, Deaf and Disabled 

3 Now known as the Communications Division. 

4 Now known as the Policy & Planning Division. 

S The workshops occurred on April 25 and 26, 2006, and were well-attended. 
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5.1.2.4. Setting a Price Floor for California 
lifeline Rates 
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Setting a Specific Support option raises the question of whether a price 

floor is still necessary for basic rates, as well as whether there should be a 

separate minimum price for LifeLine service. In maintaining a basic rate price 

floor in D.06-08-030, the Commission was concerned that funding for the 

California LifeLine Program would be unpredictable given the potential 

fluctuation in carrier draws.l9l The Commission was also concerned about the 

need to address the potential for dramatic swings in end-user surcharges.192 In a 

competitive marketplace, we do not see any reason to maintain the current price 

floor on IMR and IFR service, and our experience over the past few years has 

dissuaded us of concerns that carrier draws would be unpredictable. 

Accordingly, we remove this last price floor on IMR and IFR service so that 

carriers can charge customers less than AT&T's 2006 basic service rates. 

However, for purposes of the California LifeLine Program, it makes sense 

to adopt a price floor of $5 for the program so that every customer is contributing 

some amount to LifeLine, and to help moderate the price fluctuations among the 

different carriers. We believe that the LifeLine customer should be invested in 

the purchase of phone service to understand that there is a cost associated with 

it. Thus, the Commission shalilirnit California LifeLine support paid to carriers 

191 D.06-08-030, mimeo. at 152. 

192 ld. 
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to the lesser of the Specific Support Amount or the amount that results in the 

California LifeLine subscriber having a $5.00 monthly rate.193 

A similar limitation applies to subscribers of regular measured service 

(lMR) such that the support paid to carriers is the lesser of the Specific Support 

Amount or the amount that results in the California LifeLine subscriber having a 

$2.50 monthly rate. Enhanced Federal Lifeline may further reduce rates for 

qualifying low-income individuals living on tribal lands. 

5.2. Voluntary Participation in California 
lifeline for Non-Traditional Carriers 

In initiating this OIR, we acknowledged that our programs need to evolve 

to keep up with changing technology.l94 We have heard significant support from 

consumers for continuing to allow voluntary participation of wireless carriers in 

California LifeLine.195 We pursued this issue through the seoping memo, 

proposing a fixed benefit approach, and plan to consider this issue in a 

subsequent phase of this proceeding.196 Comments did not support undertaking 

such a two-step process.197 

193 The Commission will similarly adjust the resulting LifeLine rate amount to the lesser 
of $5.00 or the half the lowest reported basic rate on an annual basis. Pub. Uti!. Code 
§ 874. 

194 Rulemaking on the Commission s Own Motion to Review the Telecommunications 
. Public Policy Programs 06-05-028 at 2 (R06-05-028). 

195 See, R06-05-028 Public Participation Hearings Volumes 1-3 (Sept. 25, 2006, Oct. 26, 
2006, and Nov. 3, 2006). 

196 Scoping Memo and Ruling of Assigned Commissioner and Administrative Law 
Judge Determining the Scope, Schedule, and Need for Hearing in this Proceeding at 7 
(July 13, 2007). 

197 See, e.g., Cox Opening ACR Comments at 2-5 (October 3, 2008), AT&T Opening ACR 
Comments at2 (October 3, 2008) ("This proceeding's record also contains 

Footnote continued on next page 
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