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Marinos/Wolf/Jenks/Lehrman/Spellman/1

Please state your name and position.

My name is Kay Marinos. I am a Manager in the Telecommunications and Water
Division of the Public Utility Commission of Oregon (Commission). My witness
qualifications statement was pre-filed as Exhibit 101.

My name is Brant Wolf. I am the Executive Vice President of the Oregon
Telecommunications Association (OTA). My witness qualifications statement was pre-
filed as Exhibit 102.

My name is Bob Jenks. I am the Executive Director of the Citizens’ Utility Board
of Oregon (CUB). My witness qualifications statement is attached as Exhibit 201.

My name is Marsha Spellman. Iam the Regulatory Director for the Warm
Springs Telecommunications Company (WSTC). My witness qualifications statement is
attached as Exhibit 202.

My name is Kim Lehrman. I am the President of Boomerang Wireless, LLC dba
enTouch Wireless (“Boomerang”), and I am testifying on behalf of Boomerang. My
witness qualifications statement is attached as Exhibit 203.

What is the purpose of your testimony?

The purpose of our testimony is to describe and support the Third Partial Stipulation
(Stipulation) entered into by Staff, OTA, CUB, WSTC and Boomerang, collectively
referred to as the “Stipulating Parties.”

Ms. Marinos, which portions of this exhibit contain your testimony?

I am responsible for the testimony in this entire exhibit.

Mr. Wolf and Mr. Jenks, which portions of this exhibit contain your testimony?
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A. We are responsible for the testimony in this exhibit, with the exception of the answers
that respond to questions that are specifically directed to Staff.
Ms. Lehrman, which portions of this exhibit contain your testimony?
I am responsible for the testimony in this exhibit insofar as it pertains generally to the
elements of the stipulation and requirements that concern the Lifeline program, but not
for answers that respond to questions that are directed specifically towards high-cost
support, or for answers to questions that are specifically directed to Staff.
Ms. Spellman, which portions of this exhibit contain your testimony?
I am responsible for the testimony in this exhibit insofar as it pertains to requirements for
ETC designation on Tribal Lands.
Please explain the purpose of the Stipulation.
In June of 2006, the Commission adopted Oregon-specific requirements in Order
No. 06-292 (ETC Order)' for the initial designation of ETCs to receive federal universal
fund support (FUSF). Those requirements were generally based on requirements either
mandated or recommended by the FCC for ETC designation. Since their adoption, these
requirements were used by the Commission and Staff to assess ETC applications aﬁd to
designate applicants. However, in November of 2011, the FCC issued Order 11-161

(Transformation Order)* that, in relevant part, provided new types of FUSF high-cost

"' See Order No. 06-292, Docket No. UM 1217, entered June 13, 2006 (ETC Order). The Commission has amended
the annual reporting requirements in Order No. 06-292 in three subsequent orders: Order Nos. 13-28, 14-198 and
15-169.

? See Connect America Fund et al., WC Docket No. 10-90 et al., Report and Order and Further Notice of Proposed
Rulemaking, FCC 11-161 (rel. November 18, 2011) (Transformation Order).
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support and established new eligibility requirements. Additionally, in February of 2012,
the FCC issued Order 12-11 (Lifeline Reform Order)’ that reformed the federal Lifeline
program and modified initial designation requirements for ETC applicants for the low-
income program support. The FCC requirements for ETC designation are codified in
47 CFR §§ 54.201-54.207 and the obligations of ETCs receiving specific types of
support are in other regulations in Part 54. In the Stipulation, the Parties propose a
revised set of ETC designation requirements to incorporate changes related to, and
reflected in, the current federal rules and related FCC orders. After the Commission
adopts the revised requirements, any carrier requesting desigﬁation asan ETC in Ofegon
will be required to demonstrate in its application that it meets these requirements.
Please explain whether the Third Partial Stipulation resolves all of the issues in this
phase of the proceeding.
It does. The Stipulating Parties set out to address each of the initial designation
requirements in Appendix A of Order No. 06-292 in light of subsequent changes to the
FUSF programs, for both high-cost and low-income (Lifeline) funds. The Stipulating
Parties also considered the policy objectives, as well as the issues, set out in UM 1217
that established the current requirements, to the extent that they are still relevant. fhe
revised requirements take the form of a revised Appendix A, which is appended to the
Third Partial Stipulation.

Are all parties to the proceeding signatories to the stipulation?

* See Lifeline and LinkUp Reform and Modernization et al., WC Docket No. 11-42 et al., Report and Order and
Further Notice of Proposed Rulemaking, FCC 12-11 (rel. February 6, 2012) (Lifeline Reform Order).
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No. The following parties in this docket are not parties to the Third Partial Stipulation:
AT&T Corp., Teleport Communications America LLC, AT&T Mobility LL.C, Cricket
Communications, Inc. ( collectively “AT&T”); Budget PrePay, Inc.; CenturyLink |
Companies; Frontier Communications Northwest Inc. and Citizen’s Telecommunications
Co. of Oregon dba Frontier Communications of Oregon; Nexus Communications Inc.;
and United States Cellular Corp. T-Mobile West LLC and YourTel America have
withdrawn as parties to this docket. Some of the above-listed parties participated in all or
most of the proceedings, while others participated based on their interest in the areas of
discussion, e.g., Phase I or Phase II, and within Phase II, high-cost or low-income
support. No party opposes this Third Partial Stipulation.
What is the purpose of this docket?
At Staff’s request, in February of 2013, the Commission opened Docket No. UM 1648 to
review and consider changes to ETC requirements that were established in the ETC
Order. As explained above, the changes are necessitated by significant modifications
made by the FCC to the Federal Universal Service Fund (FUSF) from which ETCs
receive support. The Docket addresses the issues in two phases. Phase I addresses
requirements for ETC annual reporting, while Phase II addresses requirements for initial
ETC designation. Phase I activities concluded with Order No. 15-169 issued June 4,
2015, in which the Commission granted a Joint Motion to Amend Order 06-292 annual
ETC requirements. The Third Partial Stipulation addresses all remaining issues in Phase
IT of the docket.

Please briefly describe the events that took place in Phase IT of this docket.
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The parties to this docket conducted a series of workshops and settlement conferences to
discuss and identify necessary modifications to the initial designation requirements in
Appendix A of the ETC Order. The first conference was held on July 31, 2014, At that
time, it was decided to address changes to the requirements related to Lifeline services
first. To that end, settlement conferences were held on September 8, October 15,
November 4, and November 25, 2014. Following those meetings, interested partieé met
on January 30, 2015, to address requirements related to designation to receive high-cost
support funds. A conference to address the combined results for both low-cost and high-
income support was then held on March 13, 2015.
What changes did the FCC make to the high-cost portion of the FUSF that imbact
ETC designation requirements?
Prior to the issuance of the FCC’s T ransférmation Order in 2011, ETCs were required to
use FUSF high-cost funds for the maintenance and provisioning of voice telephony
services. In the Transformation Order, the FCC updated the definition of supported
voice services to reflect changes in technology (e.g., wireless and VoIP) and began a
transition to providing support for broadband networks capable of delivering high-speed
internet access services. The FCC radically restructured the framework of the exisﬁng
types of high-cost funds for voice service (e.g., IAS/ICLS, high-cost loop, CETC
support) by freezing and phasing them out. The previous funds are to be replaced by new
types of funding mechanisms, e.g., various Connect America Funds (CAF I and CAF 1),
Mobility Fund, Tribal Fund, and Remote Area Fund. Funding for large (federal price-cap

regulated) incumbent local exchange carriers (ILECs) differs from funding for smaller
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(federal rate-of-return regulated) ILECs. Where ILECs choose not to accept available
funds, the FCC proposes to award funds to new or current ETCs via reverse auctions
implemented at the federal level. Although the FCC determines which specific entities
are awarded funds in the auction process, it has not pre-empted the authority granted to
the states in Section 214(e) of the federal Communications Act of 1934, as amended by
the Telecommunications Act of 1996 (Telecom Act), to designate carriers as ETCs to
receive such funds. The FCC also continues to rely on the states to monitor ETC
performance and annually certify that the ETCs are using the support funds for the
intended purposes.
What changes did the FCC make to the low-income (Lifeline) portion of the FUSF
that impact ETC designation requirements?
Since the Commission first adopted the ETC Order, one of the most significant FCC
actions to impact the designation process for Lifeline services was its issuance of blanket
forbearance of the Telecom Act’s facilities ownership requirement for any ETC
applicants that request only low-income support.* Section 214(e)(1)(A) of the Telecom
Act requires that ETCs offer the supported services “either using its own facilities or a
combination of its own facilities and resale of another carrier’s services.” This is often
referred to as the “own facilities” requirement. In granting forbearance of this

requirement, the FCC reasoned that, given two conditions, facility ownership is not

* See Lifeline Reform Order, paragraphs 361-381. Forbearance is subject to two conditions: applicants must comply
with certain 911 requirements and obtain FCC approval of a compliance plan meeting certain specifications. Prior
to this Order, the FCC had entertained forbearance requests on an individual case basis.
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essential to ensure just and reasonable rates or to protect consumers, and such action is in
the public interest.

Many of the other changes to the low-income program were of an administrative
nature and directed at reducing waste, fraud and abuse in the Lifeline program. Oregon’s
Lifeline program, OTAP, incorporated similar changes, as well as others, in order to
minimize waste, fraud and abuse at the state level.

What is the best way to address the changes in designation requirements proposed
in the Stipulation, as well as the supporting rationale?

The clearest and most comprehensive way is to walk through each of the proposed
requirements in Appendix A of the Stipulation, and explain the changes from current
requirements and the supporting rationale for those changes. Appendix A in the ETC
Order was intended to be a “checklist” for ETC applicants to use to ensure that their
applications include all of the necessary information for designation and demonstrate that
they meet requirements for ETC designation. Appendix A has also been used by Staff to
review applications since its adoption in 2006. While it is designed as a checklist for
ETC applications, it also embodies the ongoing responsibilities and obligations of ETCs
following their initial designation as well.

What is the first proposed requirement and the rationale for changes from the
current requirement? |

The first requirement relates to general information about the applicant and its common
carrier status. A new sub-requirement 1.1 was added to specify the name of the entity

requesting designation and its corporate affiliations: The requirements in 1.1 and 1.2 of
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the current appendix were retained and re-numbered as 1.2 and 1.3. A sub-requirement
1.4 was added to include a demonstration that the applicant is financially and technically
capable of providing the supported services in compliance with FCC and Commission
rules. This relates to FCC regulation 47 C.F.R. § 54.201(h) adopted by the FCC
specifically for Lifeline-only applicants. The Stipulating Parties agree that this new sub-
requirement has utility for all types of ETC applicants, not just those applying only to
offer Lifeline services.
What is the second proposed requirement and the rationale for any changes?
The second proposed requirement is new. It requires identification of the type of support
that the applicant seeks. This change is necessitated by the FCC’s expansion in the types
of support now available, e.g., Mobility Fund, Connect America Fund, etc. It also .
requires submission of any FCC documents related to conditions of designation. For
instance, applicants that do not own facilities and wish to provide Lifeline services must
first be granted FCC approval of Lifeline compliance plans before states can grant ETC
designation.
What is the third proposed requirement and the rationale for any changes?
The third proposed requirement is similar to the current requirement 2 but modified to
reflect FCC changes. Sub-requirement 3.1 relates to voice services and modifies current
sub-requirement 2.1 to reflect the new definition of supported voice services in 47 CFR
§ 54.101(a). Sub-requirements 3.2 and 3.3 modify current sub-requirements 2.2 and 2.3
to explicitly refer to voice telephony services, as the FCC now requires the provision of

broadband services in addition to voice services. In a similar vein, a new sub-
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requirement 3.4 is added to pertain specifically to broadband services associated with
federal support. Current sub-requirements 2.4 (comparable local usage plan) and 2.5
(equal access obligations) are eliminated as these are no longer relevant and the FCC has
dropped these requirements from its rules.
What is the fourth proposed requirement and the rationale for any changes?
The fourth proposed requirement corresponds to the current requirement 3 but is
modified significantly to reflect the newer types of ETCs and changes in how designated
service areas are defined.
Please explain the changes in proposed sub-requirement 4.1 compared to current
requirement 3.1.
Both of these sub-requirements address identification of the applicant’s proposed
designated service area. The designated service area must be well-defined because an
ETC is obligated to provide the supported services to any requesting customers within
this area. It is a carrier-of-last-resort type of obligation. The proposed requirements still
require a map of the applicant’s licensed or certificated service area with identification of
the area for which it proposes to be an ETC. A significant difference from current
requirements pertains to the units used to define the ETC’s designated service area.
What changes are proposed for defining an ETC’s designated service area and
why?
In the past, the units used to define every ETC’s designated service area were ILEC wire
center areas. However, as part of its transformation of FUSF, the FCC changed the

relevant geographical areas from wire centers to census blocks for the new Connect
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America and Mobility Funds. The ILECs will continue for some time to be designated
by study area (the sum of all their wire centers in the state), but that could possibly
change in the future as well.

Additionally, with the prolifer;tion of wireless ETCs offering Lifeline service,
designation by wire center for wireless carriers has proven to be challenging and costly.
Wireless carriers do not operate according to ILEC wire center boundaries. Current
wireless ETCs designated by wire centers faced considerable expense to geo-code wire
center boundaries to determine which addresses were included in the wire centers that
make up their designated service areas. The new requirements proposed in the
Stipulation assume that wireless ETCs can define their designated service areas by zip
codes, which are easier to determine and are identifiers known to the customers
themselves. Using zip codes also facilitates a potential customer’s ability to ascertain the
extent of a carrier’s wireless coverage area when choosing a carrier. For Lifeline |
purposes, a customer must have acceptable wireless coverage at his/her residence,
particularly since one of the purposes of Lifeline is to be able to reach help in
emergencies, as in the case of landline service. Due to changes in the FCC’s
geographical units for certain funds as well as the increasing popularity of wireless.
Lifeline services, there is a pressing need to permit ETCs to define their designated
service areas in terms of units other than ILEC wire centers.

Has the Commission prohibited the use of units other than wire centers to date?
No, it has not. In fact, the Commission has twiée granted applications for ETC

designation based on units other than wire centers. On May 19, 2015, in docket UM
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1721, the Commission granted a request by Douglas Services Inc., dba Douglas FastNet
for designation as an ETC in an area defined by census blocks. On September 16, 2015,
in docket UM 1668, the Commission granted Boomerang designation as an ETC in an
area defined by zip codes.
On a somewhat related matter, the Commission considered the issue in the ETC
Order in the context of whether an entire wire center should be included in an ETC’s
designated service area. The Commission indicated that it prefers, in keeping with FCC
guidance at that time, that ETCs include all the area in an individual wire center.
However, the Commission decided to consider exceptions and evaluate each
circumstance in light of whether the public interest would be served. The Parties believe
that the public interest is served when alternatives to ILEC wire centers are permitted,
particularly in light of changes made by the FCC that no longer define support areas
using wire centers.
Would the use of zip codes to define the designated service area for wireless Lifeline-
only ETC:s violate any federal rules or requirements?
The use of zip codes for Lifeline-only ETCs does not appear to be prohibited by any
federal rules or orders. | |
Ms. Marinos, did you contact the FCC regarding this issue?
Yes, I spoke with several Staff members of the FCC Wireline Competition Bureau via
telephone in January of this year regarding the use of zip codes for designation. The FCC

Staff indicated they were not aware of any federal requirements that would be violated if
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a Lifeline-only ETC were to be designated using areas based on zip codes rather than
wire centers.
What type of geographic units may be used to define a particular applicant’s
designated service area?
The type of unit will depend upon FCC limitations associated with the type of support to
be received. For instance, in the case of Mobility Funds, funding is granted for specific
census blocks. If the Commission receives an application for ETC status to receive
Mobility Funds, then the designated service area will be comprised of census blocks. But
for Lifeline-only designation, applicants will be permitted to choose the geographic units
that make the most sense for its type of facilities and business. They could decide to use
wire centers, zip codes, or other geographic areas for which they can make the case. To
meet sub-requirement 4.1.2, the applicant must explain the rationale for its choice of
geographical units. And similar to current sub-requirement 3.1.2, proposed requirement
4.1.3 requires a listing of all specific units (wire centers, zip codes, census blocks, etc.)
that the applicant proposes to be included in its designated service area, with indications
as to those individual units that are only partially included. Finally, a new 4.1.4 sub-
requirement is proposed to make explicit the identification of any Tribal Lands that \are to
be included in the designated service area. Tribal Land designation is addressed later
under proposed Requirement 11.
Please explain the changes in proposed sub-requirement 4.2 compared to current

requirement 3.2,
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Both requirements are intended to address the applicant’s commitment and ability to
provide the supported services throughout the designated service area. The six-step
process to fulfill a customér’s service request that is included in the current sub-
requirement 3.2 is proposed for deletion as the FCC has eliminated this requirement from
its rules. Such a requirement that an ETC make every attempt to try to build out facilities
to any requesting customer is no longer consistent with how the FCC has transformed the
support funds and the expectations and scheduling for use of the funds. The proposed
sub-requirement 4.2 expands the amount and type of information related to the carrier’s
service coverage, both present and future. For instance, applicants wishing to receive
certain types of high-cost support, e.g., CAF and Mobility Fund support, will not be able
to immediately provide services in most areas at the time they receive designation. They
will receive funds for the egpress purpose of building out facilities where the necessary
facilities do not exist.
Please explain how proposed sub-requirement 4.2 relates to wireless applicants.
For wireless ETC applicants, sub-requirement 4.2 is aimed at gaining sufficient
information to understand the carrier’s coverage areas relative to its proposed designated
service area. The majority of new ETC applicants are Mobile Virtual Network Operators
(MVNOs) that do not own facilities but resell the services of carriers that do. These
types of applicants desire ETC status only to offer wireless Lifeline services, generally at
no cost to the qualifyin\g Lifeline customer. Because the MVNOs use other carriers’
facilities, they lack control over, and have limited knowledge of, the performance of the

networks and concomitant service levels. In order to minimize the number of Lifeline
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customers who may find that the wireless service is inadequate where they live, an ETC
applicant must investigate coverage within the proposed designated service area to
identify areas where adequate service may not be available. This is the rationale behind
proposed sub-requirements 4.2.2.1 and 4.2.2.2. In recognition of the fact that there are
pockets where cell service is inadequate, proposed sub-requirement 4.2.2.3 is intended to
gather information regarding the specific areas within the designated service area where
customers are unable to receive adequate service due to lack of sufficient coverage.

If an ETC has its own facilities, it should make every effort to provide service or
explain why it cannot. As another consumer protection measure, sub-requirement 4.2.3
requires applicants to agree to make coverage maps available to potential and actual
customers. This is also one of the principles of the CTIA Consumer Code.’

What is the fifth proposed requirement and the rationale for any changes?

The fifth proposed requirement is similar to the current requirement 4, but expands the
current requirement to cover applicants that do not own the networks they use to provide
the supported services, such as wireless resellers. The Telecom Act requires ETCs to
provide supported services using their own fécilities. However, as mentioned
previously, the FCC granted conditional forbearance from the facilities requirement for
Lifeline-only providers. The new proposed sub-requirement 5.2 requires that this type of
ETC applicant provide certain relevant information. Additionally, proposed sub-element

5.3 slightly modifies current sub-requirement 4.2 to allow wireless applicants to explain

* The CTIA Consumer Code is available at: http://www.ctia.org/policy-initiatives/voluntary-guidelines/consumer-
code-for-wireless-service.
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the basis for depiction of coverage in their required coverage maps rather than show
signal strengths. MVNO applicants have indicated that the carriers they use do not
provide access to maps that show various levels of signal strength.
What is the sixth proposed requirement and the rationale for any changes?
The sixth proposed requirement corresponds to the current requirement 5, but includes
several changes. An affidavit certifying to the appropriate use of support funds will be
required for all ETCs, not just those applying for high-cost support. Proposed sub-
requirement 6.2 updates current sub-requirement 5.2 to reflect the newer types of support
and obligations now in FCC rules. The network plan in current sub—requirement 531is
replaced by the network plan in proposed sub-requirement 6.3. The current network plan
was adopted for application to competitive ETCs that had been receiving funding th;at is
now being phased out. For the new types of high-cost funds, the FCC requires a network
plan that applies to a different set of ETCs. The language in the proposed sub-
requirement is similar to that in FCC regulations at 47 CFR § 54.202(a)(1)(ii).
What is the seventh proposed requirement and the rationale for any changes?
The seventh proposed requirement, which addresses advertising on non-Lifeline
supported services, corresponds to the éurrent requirement 6, with no proposed changes
in language.
What is the eighth proposed requirement and the rationale for any changes?
The eighth proposed requirement, which addresses the commitment to offer and ad%/ertise
Lifeline services, expands current requirement 7 to incorporate several changes. The sub-

requirements are clarified to apply not just to Lifeline, but to OTAP services as well.
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ETCs cannot be designated to provide federal Lifeline without also agreeing to follow
OTAP requirements. Proposed sub-requirement 8.2 expands on the specifics of Lifeline
service information described in the more general current sub-requirement 7.2. Proposed
sub-requirement 8.2.1 requires that an applicant that wishes to provide Lifeline services
at no charge to the customer (free) must commit to report changes in minutes or other
material terms of the Lifeline service to the Commission within certain time frames and
then must also file the revised service offerings in the ETC’s designation docket.
Because designation recommendations will be based on free Lifeline plans proposed in
the application, or agreed to by stipulation, any subsequent changes to the Lifeline plans
should be subject to scrutiny prior to offering and then memorialized in the docket.
Similarly, proposed sub-requirement 8.2.2 requires the applicant to make the customers
aware of the changes and enable them to subscribe immediately to the new plans.
Proposed sub-requirement 8.3 is essentially the same as current sub-requirement 7.3.
Please explain the reasons for adding new proposed sub-requirements 8.4 — 8.6.
Sub-requirement 8.4 incorporates the OTAP ETP application process into the ETC
application process. In earlier years a carrier would apply for federal ETC designation
first. Then, after receiving that designation, it would apply for ETP designation in order
to participate in the OTAP. In recent years, Staff has combined the two processes to
reduce the time and effort necessary, considering that an ETC cannot offer Lifeline
services without receiving ETP designation and participating in the OTAP. Proposied

sub-requirement 8.5 incorporates OTAP training and customer application-related
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requirements. Proposed sub-requirement 8.6 incorporates a new requirement for filing
designation information with the FCC after designation is granted by the Commission.
What is the ninth proposed requirement and the rationale for any changes?
The ninth proposed requirement, which addresses emergency functionality, corresponds
to current requirement 8, and adds a sub-requirement that applicants commit to corﬁply
with Oregon’s 9-1-1 emergency system tax requirements.
What is the tenth proposed requirement and the rationale for any changes?
The tenth proposed requirement, which addresses service quality and protection
standards, corresponds to current requirement 10. The wording of the requirement
remains unchanged.
What is the eleventh proposed requirement and the rationale for its inclusion?
The eleventh proposed requirement is new and addresses additional requirements
applicable to ETC applicants that request to be designated on Tribal Lands. The
proposed requirement essentially requires an ETC applicant seeking designation on
Tribal Lands to notify and engage the affected Tribal authorities relative to the services to
be offered, and to obtain the support of the Tribal authorities for ETC designation. ,
What is the basis for this new requirement?
Prior to the Transformation Order, little (if any) distinction was made relative to
requirements for designation on Tribal versus non-Tribal Lands. In that order, the FCC

specifically noted the need for communications between service providers and Tribal
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governments® and adopted new obligations for ETCs designated on Tribal Lands. The
new requirements, found in 47 CFR §§ 54.313(a)(9) and 54.1004(d), require ETCs to
engage with Tribes and report annually on the details of such engagement.

Proposed requirement 11 generally incorporates language from these rules to
specify the necessary aspects of what constitutes meaningful “engagement.” Although the
FCC appears to target the requirements to ETCs receiving high-cost support, the
Stipulating Parties agree that there is good reason to adopt the same general approach for
Lifeline-only providers as well. Tribal Lifeline support is significantly larger than non-
Tribal Lifeline support ($34.25 vs. $9.25 per month) and presents issues that the affected
Tribes should have the opportunity to address in relation to their own unique
circumstances. The approach reflected in proposed requirement 11 respects the status of
the nine federally recognized Tribes in Oregon as sovereign nations by requiring initial
engagement and evidence that the appropriate Tribal government or regulatory entity
either supports or does not oppose an applicant’s designation as an ETC on the relevant
Tribal Lands. This approach encourages State-Tribal consultation on a matter that will
directly affect the interests of the Tribal government and the community it serves.

What is the twelfth proposed requirement and the rationale for any changes? |
Proposed requirement 12, which addresses the public interest, corresponds to current
requirement 10. Proposed sub-requirement 12.1 is the same as current sub-requirement

10.1. However, the Parties propose to eliminate current sub-requirement 10.2 that

§ See Transformation Order, paragraph 637 which states “We agree that engagement between Tribal govemnﬁents
and communications providers either currently providing service or contemplating the provision of service on
Tribal lands is vitally important to the successful deployment and provision of service.” (emphasis added)
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requires a cream-skimming analysis. Several years ago the FCC determined that the
cream-skimming test was no longer required for wireless Lifeline-only providers.’ |
Furthermore, given the new mechanisms for awarding high-cost support on a census
block level, cream-skimming no longer appears to be a relevant concern for high-cost
support funding.
What is the thirteenth and final proposed requirement and the rationale for its
inclusion?
Proposed requirement 13, which addresses the applicant’s commitment to provide
reports, is new. While the requirement to provide annual ETC reports and other reports
as required by the Commission was generally assumed, it was not included as a specific
commitment to be made in an application. This requirement makes such a commitment
an explicit part of an ETC application.
In Staff’s opinion, are the policy objeétives set in Docket UM 1217 still relevant in
this docket?
Many of the policy objectives in Docket UM 1217 remain relevant, but the relevancy
varies depending upon whether the applicant requests high-cost .funding, or only low-
income funding. To a large extent, the FCC reforms to the high-cost support mechanisms
reduced state commissions’ previously held flexibility to achieve several of the
objectives. For instance, before the reforms in the high-cost support mechanisms, state

commissions had much more freedom to determine which carriers received funding

7 See Virgin Mobile USA, L.P. Petiiion for Forbearance, CC Docket No. 96-45, FCC 09-18 (rel. March 5, 2009),
paragraph 39, note 101.
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(objective #2), the resulting cost-effectiveness and efficiency of the use of funds
(objective #4), and that the funds are directed into areas with the greatest need (objectives
#5 and #6). Under the reform measures, the FCC now largely determines who will
receive high-cost funding (by incumbent carrier election or through auctions), for what
purpose (broadband and voice specifications) and in what areas (determined by census
block by the FCC). However, the proposed revised requirements related to applicants for
high-cost support do continue to reflect the objectives of consistency with federal law and
FCC mandatory decisions (objectives #1 and #3). They also reflect the objectives of
designating only committed and capable carriers as ETCs (objective #7) and creating
clear expectations regarding ETC obligations (objective #8).
In Staff’s opinion, does the Commission have more flexibility in designating ETCs
requesting only Lifeline support?
Yes, in Staff’s opinion the Commission has much rﬁore latitude iﬁ deciding which
carriers should receive federal support funds to provide Lifeline services in Oregon, and
therefore more flexibility in meeting the objectives adopted in UM 1217. In the past
several years there has been much activity in this area, as many smaller wireless resellers
have entered the market to provide free-to-the-customer cellphones and minutes. These
entities provide Lifeline services by leasing services from other carriers that own network
facilities, such as AT&T Mobility, Verizon Wireless, and Sprint. They are not interested
in receiving federal high-cost funds to build out or upgrade networks; they seek only low-
income fund support for providing Lifeline services. Although the FCC has increased

requirements for the Lifeline program in order to reduce waste, fraud and abuse, they
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have not constrained state designation decisions for Lifeline-only ETCs to the extent that
they have for high-cost designations. Therefore, states still have considerable flexibility
in terms of deciding which entities to designate for Lifeline services, and with that .
flexibility can meet more of the objectives laid out in Docket UM 1217. The policy
objectives are largely reflected in the revised designation requirements as they relate to
designation of Lifeline-only providers. The Commission’s role in deciding which ETCs
will receive designation to provide Lifeline services is made more critical by the fact that
Oregon also makes available its own Lifeline funding from the Residential Service
Protection Fund (RSPF).
Do the requirements proposed in the Stipulation significantly conflict with any
decisions rendered, or resolve any open issues, in the ETC Order that established the
current designation requirements?
In the ETC Order the Commission generally accepted the recommendations of the FCC,
and added some additional requirements recommended by Staff. The requirements
proposed in the Stipulation are consistent with that approach in that many of the
requirements are revised to reflect FCC changes subsequent to the issuance of the ETC
Order. Some requirements have been eliminated, some definitions have been changed,
and new mandatory FCC requirements have been added. The additional Staff
requirements adopted in the ETC Order remain largely intact, although appropriately
modified, in the proposed requirements.

In the ETC Order, the Commission concluded that the same requirements should

apply for designation in rural and non-rural ILEC service areas, and regardless of the type
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of support. While this is still relevant for Lifeline-only designations, it can no longer be
applied to high-cost support designations. This is due to FCC changes in the types of
funding, new FCC support-specific requirements, and the reduced flexibility available to
states as discussed above.
As to the issue of geographical areas for inclusion in designated service areas, the
ETC Order indicated a preference for inclusion of entire ILEC wire centers, but allowed
for consideration of exceptions in light of whether the public interest would be served.
As explained above, the Parties support the use of zip codes rather than wire centefs for
Lifeline-only applicants (which are only wireless providers now) based on ease of
administration and consumer understanding. Additionally, future support funding for
high-cost applicants will likely be limited to census block areas, and designation must
follow that approach. As to the issue of ILEC support disaggregation, that is no loﬁger a
concern since the equal-support rule has been eliminated by the FCC.

Q. In Staff’s opinion, is the FCC likely to make other changes to the federal universal
fund program that will necessitate changes to ETC designation requirements in the
near future?

A. On June 22, 2015, the FCC issued FCC 15-71% that includes several Orders and a Further
Notice of Proposed Rulemaking regarding the Lifeline. program. The immediate changes
imposed in the orders do not impact the requirements proposed in the Stipulation. On the

other hand, the Further Notice proposes incorporating broadband services into the

8 See Lifeline and Link Up Reform and Modernization et al., WC Docket No. 11-42 et al., Second Further Notice of
Proposed Rulemaking, Order of Reconsideration, Second Report and Order, and Memorandum Opinion and Order,
(rel. June 22, 2015).
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Lifeline program. It is not known when (or if) the FCC will make final decisions
regarding adoption and implementation on this significant change to the current Lifeline
program. Given the current need for substantial updates related to changes that have
already been implemented by the FCC in the last several years, Staff recommends that
the Commission adopt the changes in the Stipulation without waiting for the resolution of
the FCC’s next step in reforming its Lifeline program.
Does this conclude your testimony?

Yes, this concludes our testimony.
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