FEDERAL COMMUNICATIONS COMMISSION
WASHINGTON

OFFICE OF AuguStZl, 2017

THE CHAIRMAN

The Honorable Debbie Stabenow
United States Senate

731 Hart Senate Office Building
Washington, D.C. 20510

Dear Senator Stabenow:

Thank you for your letter requesting information related to the recent Government
Accountability Office (GAO) report identifying waste, fraud, and abuse in the Lifeline program.

[ share your views on the overall importance of the Lifeline program. It’s vital that low-
income Americans have access to communications services, including broadband Internet. My
focus has been—and will continue to be so long as [ have the privilege of serving as Chairman
—doing everything within the Commission’s power to close the digital divide. I also believe
that it is critical to strengthen the Lifeline program’s efficacy and integrity by respecting the
states’ role in the program, ensuring the program is fiscally responsible, and reducing waste,
fraud. and abuse. Addressing these issues—especially those identified in the GAO report—
would ensure the program is actually advancing the Commission’s goal of ensuring low-income
Americans have access to affordable communications service.

Below, please find the responses to the specific questions included in your letter.

1. How do FCC and USAC measure the effectiveness of the various compliance and
enforcement mechanisms that have been developed to improve oversight of Lifeline
providers and sales agents?

Response: To measure the effectiveness of existing compliance and enforcement
mechanisms, on a monthly basis, USAC tracks program metrics, including the percentage of
Lifeline subscribers enrolled through carrier manual review of eligibility or identity
documentation,' the ratio of service provider name look-ups in the National Lifeline
Accountability Database (NLAD) to actual NLAD enrollments, and the variance between the
number of subscribers in NLAD and the number of subscribers for which service providers
claim reimbursement on their FCC Forms 497.2 USAC provides reports to FCC staff on
these metrics on a quarterly basis. USAC, under the oversight of the FCC, then takes steps to
address any waste, fraud, or abuse concerns indicated in the metrics and refer issues to the

! As the National Verifier is rolled out. eligibility reviews will shift from carriers to the National Verifier.

? Beginning with the January 2018 data period (for Lifeline support payments to be issued in February 2018),
USAC, under the oversight of the FCC. wiil disburse Lifeline support to service providers based on the number of
subscribers enrolled in NLAD instead of issuing disbursements based on the FCC Form 497.
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FCC’s Enforcement Bureau and Office of Inspector General, when appropriate. USAC and
the FCC also maintain whistleblower hotlines, and USAC refers any allegations of waste,
fraud and abuse in the Lifeline program to the Enforcement Bureau and Office of Inspector
General.

The FCC and USAC also use the results of USAC’s Payment Quality Assurance (PQA)
reviews and Beneficiary and Contributor Audit Program (BCAP) audits to measure the
effectiveness of existing compliance and enforcement measures. USAC tracks common
audit findings for Lifeline service provider audits, annually analyzes the root cause of each
audit finding, and takes steps or makes recommendations to address the root causes. USAC
provides FCC staff with a copy of the root cause analysis.

At the Commission’s direction, USAC is currently implementing mechanisms by which to
monitor and track the activity of individual sales agents to more quickly detect and address
potential fraud or abuse.

a. What training and guidance on the Lifeline program is offered to or required for
ETCs and sales agents?

Response: USAC, overseen by FCC staff, provides guidance and training materials for
service providers and their agents, including summaries of the Lifeline program rules and
common audit findings on USAC’s website, monthly webinars on Lifeline program rules,
a quarterly Lifeline newsletter. and email news briefs.> Service providers and their agents
can subscribe to a Rich Site Summary (RSS) feed to receive the latest news from USAC
concerning the Lifeline program, including information on new FCC orders or guidance,
program deadlines, and upcoming webinars.* USAC also conducts regular service
provider outreach to identify areas where additional guidance or training is needed. In
addition, service providers and their agents can directly contact USAC and FCC staff with
questions about specific Lifeline program rules or requirements.

The FCC’s audit plan for Lifeline service providers that must obtain third party biennial
audits requires an examination of the service providers’ training for employees and agents
concerning the Lifeline eligibility rules.”® In addition, when the FCC enters into consent
decrees with Lifeline service providers to resolve violations of the Lifeline program rules,

vgram-requirements/defauliaspx (last visited July 31,
ifeline-order.aspx (last visited July 31, 2017);

sac.ore i

3 See, e. g, Program Requirements, iitip
2017); Rules and Orders, hitps; “usac ore it
Common Audit Findings: Lifeline Program usac.ore sboutaboul/program-integrity/lindines/common-audit-
li.aspx (last visited July 31, 2017); Lifeline Program Update Webinars,

http:/www usacoreli‘about/outreach training/difeline-program-update-webinars. aspx (last visited July, 31, 2017);
Newsletter, bttp://www.usac.org/li/about/outreach/newsletters/default. aspx (last visited July 31, 2017).

4 See Subscription Center, hitps://usac.ore’/about/tools/publications/subscription-center.aspx (last visited July 31,
2017).

3 See Wireline Competition Bureau Announces Release of Final Lifeline Biennial Audit Plan, Public Notice, 29 FCC
Red 3568, 3602, Attachment 3, Biennial Audit Plan (WCB 2014). See also 47 CFR § 54.420(a) (requiring
companies receiving $5 million or more in Lifeline reimbursements annually in the aggregate, on a holding
company basis, to obtain third party biennial audits).

ules-ord
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the consent decrees typically require service providers to develop and distribute Lifeline
compliance manuals and establish and implement Lifeline compliance training for
employees and third-party employees covered under the consent decree.®

b. Has FCC instituted criteria and timelines for evaluating individual ETC compliance
plans?

Response: The Wireline Competition Bureau conducts reviews of non-facilities-based
providers” proposed compliance plans to participate in the Lifeline program as a way of
seeking to prevent improper payments from non-facilities based providers.. These reviews
focus on a number of factors, including the service provider’s proposed Lifeline offerings,
internal procedures, service history, past compliance with Commission rules, and financial
and technical ability to provide Lifeline service in compliance with Lifeline program
rules.® The FCC has not established a specific timeframe for completing reviews of
Lifeline compliance plans.’

c¢. What is the extent of FCC and USAC’s oversight of third-party entities contracted
by ETCs to determine program eligibility?

Response: The Commission has made clear that Lifeline service providers are liable for
any conduct by their employees, agents, contractors, or representatives (acting within the
scope of their employment) that violates the Lifeline program rules.'® In addition, the
Entorcement Bureau has taken action against Lifeline service providers for rule violations
committed by sales agents.'! As noted above, at the FCC’s direction, USAC is currently
implementing mechanisms by which to directly monitor and track the activity of individual
sales agents to more quickly detect and address potential fraud or abuse.

¢ See, e.g., Blue Jay Wireless, LLC, Consent Decree, 31 FCC Red 7605, 7610-11, para, 20 (EB 2016); YourTel
America, Inc., Consent Decree, 28 FCC Red 1539, 1545-46, para. 14 (EB 2013); TerraCom, inc., Consent Decree,
28 FCC Red 1529, 1533-34, para. 14 (EB 2013).

8 See 2012 Lifeline Reform Order, 27 FCC Red at 6816-6817, paras. 379-81 (2012); Wireline Competition Bureau
Provides Guidance for the Submission of Compliance Plans Pursuant to the Lifeline Reform Order, Public Notice,
27 FCC Red at 2188 (WCB 2012).

? The Commission requires non-facilities-based service providers to submit compliance plans for the Wireline
Competition Bureau’s review and approval before they can receive Lifeline support. See Lifeline and Link Up
Reform and Modernization et af., Report and Order and Further Notice of Proposed Rulemaking, 27 FCC Red 6656,
6813-6814, 6816-6817, paras 386-369, 379-381 (2012) (2012 Lifeline Reform Order); Wireline Competition Bureau
Provides Guidance for the Submission of Compliance Plans Pursuant to the Lifeline Reform Order, Public Notice,
27 FCC Red 2186, 2187 (WCB 2012).

1 See, e.g., 2012 Lifeline Reform Order. 27 FCC Red at 6709, para. 110 (“ETCs may permit agents or
representatives to review documentation of consumer program eligibility for Lifeline. However, the ETC remains
liable for ensuring the agent or representative’s compliance with the Lifeline program rules.”);

Lifeline Providers are Liable if Their Agents or Representatives Violate the FCC'’s Lifeline Program Rules, Public
Notice, 28 FCC Red 9022, 9022, para. | (EB 2013) (“The FCC’s Enforcement Bureau reminds Eligible
Telecommunications Carriers (ETCs) receiving federal universal service support from the Lifeline program that they
are liable for any conduct by their agents, contractors, or representatives (acting within the scope of their
employment) that violates the FCC’s Lifeline rules.”).

" See generally Total Call NAL 31 FCC Red 4191.
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d. How many times has FCC determined that an ETC is no longer qualified to provide
Lifeline benefits, and what is the process for making this determination?

Response: The Commission has terminated or denied the participation of two service
providers that the FCC determined to be unqualified to participate in the Lifeline program.
In December 2016, following an Enforcement Bureau investigation of Total Call Mobile,
Inc. (Total Call) for violation of Lifeline program rules, Total Call agreed via a consent
decree to cease participating in the Lifeline program, relinquish all of its ETC
designations, and withdraw its pending ETC designation applications.'? In October 2015,
the Commission prohibited Icon Telecom, Inc. (Icon) from participating in the Lifeline
program for a three-year period, after Icon was convicted of making a false statement in
violation of federal law in connection with fraudulent claims involving the Lifeline
program.'?

Enforcement Process

The FCC’s Enforcement Bureau may open an investigation upon receiving timely
information about actionable Lifeline rule violations and gathers additional information
through a Letter of Inquiry (LOI).'* If the Enforcement Bureau determines that violations
of applicable statutes and FCC rules have occurred, the Enforcement Bureau may take
enforcement actions that include issuing a Notice of Apparent Liability for Forfeiture
(NAL), which identifies the apparent violations and proposes penalties, including
monetary penalties,'® or resolving the investigation through a settlement agreement in a
consent decree. [fan NAL is issued, the service provider has an opportunity to respond to
the allegations in the NAL.'” If the service provider does not pay the penalty or
dernonstrate that a forfeiture penalty should not be imposed, the Enforcement Bureau
issues a forfeiture order.'® If the violations are instead resolved through a consent decree
the service provider may be required to return improperly claimed reimbursements to the
Universal Service Fund, make an appropriate financial contribution to the U.S. Treasury,
and adhere to a compliance plan to prevent the recurrence of the rule violations."

Suspension and Debarment Process

12 See Total Call Mobile, Inc., Consent Decree, 31 FCC Red 13204, 13214, para. 27 (EB 2016). The Consent
Decree resolved the Notice of Apparent Liability concerning Total Call’s violation of Lifeline program rules by
enrolling duplicate and ineligible subscribers. See Total Call NAL, 31 FCC Red at 4211-13, paras. 74-83.

13 See Letter from Jeffrey Gee, Chief, Investigations and Hearings Division, Enforcement Bureau, to Wes Yui Chew,
President, Icon Telecom, Inc., 30 FCC Red 10939 (EB 2013).

'3 Enforcement Primer, hiips:/wiww. oo gov/seneralfenforcement-primer (last visited July 31, 2017).

16 See id. See also 47 U.S.C. § 503(b)(1)(B); 47 CFR § 1.80(a)(1), ().

17 See 47 U.S.C. § 503(b)(4); 47 CFR § 1.80(N)(3); Enforcement Primer, htips://www.fce.gov/general/enforcement-

18 See 47 CFR § 1.80()(4); Enforcement Primer, Lilps v foe novieeneral/enforcement-primer (last visited July
31,2017).
9 See Enforcement Primer, fiips. waw foe.goy gencralenforcement-primer (last visited July 31, 2017).
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The Commission may suspend and debar persons? from participating in the Lifeline upon
a criminal conviction of, or civil judgment for fraud against a USF program, including the
Lifeline program.?! When cause exists for suspension and debarment, the FCC suspends
that person and begins a proceeding to debar the person from future participation in the
USF program, including providing thirty (30) days in which to respond to the suspension
and proposed debarment.?? Within ninety (90) days of the response date, the Commission
may issue a notice of debarment to the service provider.” The debarment period is
generally three years, but the Commission can set a longer period of debarment if
necessary to protect the public interest.*

Compliance Plan Review Process

To promote program integrity, the Wireline Competition Bureau conducts a thorough
review of compliance plans submitted by non-facilities-based ETCs. If the ETC fails to
provide the required information,*® the Wireline Competition Bureau notifies the ETC and
the ETC has an opportunity to submit a revised compliance plan.?® The Wireline
Competition Bureau may issue an order denying the compliance plan if the ETC fails to
respond to an inquiry to the Wireline Competition Bureau’s satisfaction or otherwise fails
to demonstrate that it has met the requirements for compliance plan approval established
in the 2012 Lifeline Order.*” In addition to the information required in the compliance
plan, information from the FCC’s Enforcement Bureau, Office of Inspector General, or
state commissions concerning the service provider may also inform the Wireline
Competition Bureau’s decision on a compliance plan.?® In the event the Wireline
Competition Bureau denies a compliance plan, the ETC cannot receive Lifeline support as
a non-facilities-based provider.?

2. What steps are being taken to ensure that ETCs and subcontractors are aware of the
federal and state databases and other information available to them in order to
determine program eligibility?

Response: USAC, under the oversight of the FCC’s Wireline Competition Bureau and Office
of Managing Director, is developing a comprehensive list of available state and federal
eligibility databases that service providers must check while the National Verifier is still being

2 The FCC’s debarment rules define a “person” as “[a]ny individual, group of individuals, corporation, partnership,
association, unit of government or legal entity, however organized.” 47 CFR § 54.8(a)(6).

21 See 47 CFR § 54.8(c).

2 See 47 CFR § 54.8(e)(1), (3).

¥ See 47 CFR § 54.8(e)(5).

2 See 47 CFR § 54.8(g).

2 See 2012 Lifeline Reform Order, 27 FCC Red at 6816-17, paras. 379-81; Wireline Competition Bureau Provides
Guidance for the Submission of Compliance Plans Pursuani to the Lifeline Reform Order, Public Notice, 27 FCC
Red at 2188 (WCB 2012).

% See 2012 Lifeline Reform Order, 27 FCC Red at 6816, para. 380, n.1000.

" See id.: Conexions Compliance Plan Order, 29 FCC Red at 14430-32, paras. 8-11.

38 See 2012 Lifeline Reform Order, 27 FCC Rcd at 6818, para. 388.

¥ See id 27 FCC Red at 6816, para. 380; Conexions Compliance Plan Order, 29 FCC Red at 14432, para. 12.
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implemented. This list will be posted on USAC’s website, and USAC will update this list
every six months and regularly email the list to service providers.

As the National Verifier is rolled out, starting with five states in December 2017, eligibility
determinations will shift from service providers to the National Verifier.

3. What is your projected timeline for testing and implementing the National Verifier
System?

Response: The technical build of the National Verifier is already underway, and the initial
system launch in at least five states will occur in December 2017.%% Testing will occur
throughout the build process. From December 2017 through February 2018, service providers
in the initial states will be able to test the system and transition to the National Verifier.!
During this period, USAC will be verifying the eligibility of all existing subscribers in these
states as they are migrated to the National Verifier. By March 2018, all enrollments and
recertifications in the initial states will be conducted by the National Verifier.**> The National
Verifier will be expanded to at least 25 states by the end of 2018, and in all remaining states
and territories by December 31.2019.%

(a) What are your projected costs?

Response: Through March 2018 (the initial launch), the projected costs associated with
implementing National Verifier are $21 million. This total includes the costs associated
with the development of the core system (consumer and service provider application
portals). federal and state interface implementation for the initial launch, user support
(including training, standup, and operation of a call center), compensation and benefits of
all full-time USAC staff dedicated to implementing and managing the National Verifier,
and three months of operations of the National Verifier during the soft launch period.

(b) What impediments, if any, have you encountered with state and local jurisdictions
in acquiring the information you believe is necessary to implement the National
Verifier system?

Response: USAC, overseen by Commission staff, has been coordinating extensively
with states to obtain the information necessary to implement the National Verifier. The

30 See szelmc Program Update National Verifier Updatus at 11 (’\4av 27,2017),

httprowws vl s 2017 My -Lifeline-Program-Update-Webinar,pdf;

Lifeline I\atxonal Ve‘xf'e! Plfm at 23 (as updated July 31. 7017) http //usac 01g/ res/documents/li/pdf/nv/Draft-

National-Verifier-Plan.pdf.

3! See Lifeline National Verifier Plan, at 104 (as updated July 31, 2017),

hitp/fusac.ory z‘c~;ggocmmms:iiipaii'ﬁ;;\ Drafi-Nationgl-Veritier-Plan.pdf; See Lifeline Program Update, National

Verifier Updates at 11 (May 27, 2017), hitp: hwwaw Jifelinesupnortore’ residocuments/liftraining/2017/May-
Lifeline-Program-Update-Webinar. pdl

’7 See Lifeline Program Update, thlonal Verifier Updates at 12 (May 27 017)

hlg‘» Ty SUPpOrtory vne 207 Mav-Lileline-Program-Update-Webinar.pdf

3 See Lifeline National Verifier Plan, at “3 (as updated Jul) 31,2017,

http://usac.org/ res/documents/li/pdf/nv/Draft-National-Verifier-Plan.pdf.

P Ju H ,I.;i;’??é\ {11
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process of reaching a computer matching agreement varies depending on the state. Some
states have required legislative changes prior to being able to share data with USAC,
while others have complex procurement processes that USAC must navigate. Some state
agencies are unable to provide access to their data due to technical challenges, such as a
lack of resources necessary to make system modifications.

We note that while the goal is to automate eligibility verifications as much as possible, it
may not be cost-effective to build a connection to all state databases, especially if the
National Verifier has automated connections to federal databases.**

(¢) To what extent will the existing National Lifeline Accountability Database (NLAD)
be utilized in the development and implementation of the National Verifier system?

The National Lifeline Accountability Database (NLAD) will be fully integrated into the
National Verifier. NLAD will continue to perform identity, address, and duplicate
checks for Lifeline subscribers.”> NLAD will also continue to serve as the official record
of enrolled Lifeline subscribers, and service providers will still be required to update
subscriber information in NLAD (e.g., address changes, service provider changes, de-
enrollments).’® The NLAD will produce monthly reports of each service provider’s
Lifeline subscribers and service providers will certity and request reimbursement based
on that list instead of the program’s current practice of reimbursing service providers
based on their FCC Form 497 submissions.*’

4. Chairman Pai’s July 11, 2017, letter to USAC regarding the Lifeline program
estabiishes a number of new USAC review and audit requirements.’® GAQ’s report,
however, states that in at least one instance, USAC’s routine audit functions have been
constrained by “limited audit resources.” ** Is USAC adequately resourced and staffed
to conduct the reviews and audits of ETC and subscriber data outlined in the July 11
letter?

Response: USAC is adequately resourced and staffed to conduct the reviews and audits of
ETC and subscriber data outlined in my July 11, 2017 letter to USAC. In addition, FCC staff
continues to coordinate with USAC to prioritize and strengthen efficiencies in conducting
audits and reviews.

[ further note that USAC’s routine audit functions for the Lifeline program are not
constrained by “limited resources.” In fiscal years 2014 through 2016, USAC and external

3 See id at 31.

3 See id. at 12, 20.

36 See id. at 19, 20.

37 See id. at 19, 20, 49-50.

38 Letter from Ajit V. Pai, Chairman, Federal Communications Commission, to Vickie Robinson, Acting CEO and
General Counsel, Universal Service Administrative Company (July 11, 2017).

3 Government Accountability Office. supra at p. 28,
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auditors overseen by USAC completed 94 Beneficiary and Contributor Audit Program
(BCAP) audits of Lifeline service providers, and in fiscal years 2015 and 2016 USAC
completed 600 Payment Quality Assurance (PQA) reviews of Lifeline service providers.

[ appreciate your interest in this matter. Please let me know if I can be of any further
assistance.

Sincerely,

Jit V. Pai



FEDERAL COMMUNICATIONS COMMISSION
WASHINGTON

OFFICE OF AuguSt 21, 2017

THE CHAIRMAN

The Honorable Gary Peters
United States Senate

724 Hart Senate Office Building
Washington, D.C. 20510

Dear Senator Peters:

Thank you for your letter requesting information related to the recent Government
Accountability Office (GAO) report identifying waste, fraud, and abuse in the Lifeline program.

I share your views on the overall importance of the Lifeline program. It’s vital that low-
income Americans have access to communications services, including broadband Internet. My
focus has been—and will continue to be so long as I have the privilege of serving as Chairman
—doing everything within the Commission’s power to close the digital divide. I also believe
that it is critical to strengthen the Lifeline program’s efficacy and integrity by respecting the
states’ role in the program, ensuring the program is fiscally responsible, and reducing waste,
fraud, and abuse. Addressing these issues—especially those identified in the GAO report—
would ensure the program is actually advancing the Commission’s goal of ensuring low-income
Americans have access to affordable communications service.

Below, please find the responses to the specific questions included in your letter.

1. How do FCC and USAC measure the effectiveness of the various compliance and
enforcement mechanisms that have been developed to improve oversight of Lifeline
providers and sales agents?

Response: To measure the effectiveness of existing compliance and enforcement
mechanisms, on a monthly basis, USAC tracks program metrics, including the percentage of
Lifeline subscribers enrolled through carrier manual review of eligibility or identity
documentation,' the ratio of service provider name look-ups in the National Lifeline
Accountability Database (NLAD) to actual NLAD enrollments, and the variance between the
number of subscribers in NLAD and the number of subscribers for which service providers
claim reimbursement on their FCC Forms 497.2 USAC provides reports to FCC staff on
these metrics on a quarterly basis. USAC, under the oversight of the FCC, then takes steps to
address any waste, fraud, or abuse concerns indicated in the metrics and refer issues to the

I As the National Verifier is rolled out. eligibility reviews will shift from carriers to the National Verifier.

2 Beginning with the January 2018 data period (for Lifeline support payments to be issued in February 2018),
USAC, under the oversight of the FCC, will disburse Lifeline support to service providers based on the number of
subscribers enrolled in NLAD instead of issuing disbursements based on the FCC Form 497.
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FCC’s Enforcement Bureau and Office of Inspector General, when appropriate. USAC and
the FCC also maintain whistleblower hotlines, and USAC refers any allegations of waste,
fraud and abuse in the Lifeline program to the Enforcement Bureau and Office of Inspector
General.

The FCC and USAC also use the results of USAC’s Payment Quality Assurance (PQA)
reviews and Beneficiary and Contributor Audit Program (BCAP) audits to measure the
effectiveness of existing compliance and enforcement measures. USAC tracks common
audit findings for Lifeline service provider audits, annually analyzes the root cause of each
audit finding, and takes steps or makes recommendations to address the root causes. USAC
provides FCC staff with a copy of the root cause analysis.

At the Commission’s direction, USAC is currently implementing mechanisms by which to
monitor and track the activity of individual sales agents to more quickly detect and address
potential fraud or abuse.

a. What training and guidance on the Lifeline program is offered to or required for
ETCs and sales agents?

Response: USAC, overseen by FCC staff, provides guidance and training materials for
service providers and their agents, including summaries of the Lifeline program rules and
common audit findings on USAC’s website, monthly webinars on Lifeline program rules,
a quarterly Lifeline newsletter, and email news briefs.> Service providers and their agents
can subscribe to a Rich Site Summary (RSS) feed to receive the latest news from USAC
concerning the Lifeline program, including information on new FCC orders or guidance,
program deadlines, and upcoming webinars.* USAC also conducts regular service
provider outreach to identify areas where additional guidance or training is needed. In
addition. service providers and their agents can directly contact USAC and FCC staff with
questions about specific Lifeline program rules or requirements.

The FCC’s audit plan for Lifeline service providers that must obtain third party biennial
audits requires an examination of the service providers’ training for employees and agents
concerning the Lifeline eligibility rules.’> In addition, when the FCC enters into consent
decrees with Lifeline service providers to resolve violations of the Lifeline program rules,

3 See, e.g., Program Requirements, iiin: www . usac.ore/ i/ program-requirements/default.aspx (last visited July 31,

2017); Rules and Orders, htms:f”usac,um ltools/rules-orders/201 5-lifeline-order.aspx (last visited July 31, 2017);

Common Audit Findings: Lifeline Program, hitp://usac.org/about’about/program-integrity/ nndm%wnunon audit-
asg (last visited July 31, 201 7) Lifeline PFOUI am Update Webinars,

http://www usac.ore/liZabout/outreach rainine/lifeline-program-update-webinars.aspx (last visited July, 31, 2017);

Newsletter, hitmp:7www.usac.ort outreach/newsletters/de fduh aspx (last visited July 31, 2017).

4 See Subscnpnon Center, hittps, 7u- i tools publicativns subseription-center.aspx (last visited July 31,

2017).

> See Wireline Competition Bureau Announces Release of Final Lifeline Biennial Audit Plan, Public Notice, 29 FCC

Red 3568, 3602, Attachment 3, Biennial Audit Plan (WCB 2014). See also 47 CFR § 54.420(a) (requiring

companies receiving $5 million or more in Lifeline reimbursements annually in the aggregate, on a holding

company basis, to obtain third party biennial audits).
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the consent decrees typically require service providers to develop and distribute Lifeline
compliance manuals and establish and implement Lifeline compliance training for
employees and third-party employees covered under the consent decree.

b. Has FCC instituted criteria and timelines for evaluating individual ETC compliance
plans?

Response: The Wireline Competition Bureau conducts reviews of non-facilities-based
providers’ proposed compliance plans to participate in the Lifeline program as a way of
seeking to prevent improper payments from non-facilities based providers.. These reviews
focus on a number of factors, including the service provider’s proposed Lifeline offerings,
internal procedures, service history, past compliance with Commission rules, and financial
and technical ability to provide Lifeline service in compliance with Lifeline program
rules.® The FCC has not established a specific timeframe for completing reviews of
Lifeline compliance plans.”

¢. What is the extent of FCC and USAC’s oversight of third-party entities contracted
by ETCs to determine program eligibility?

Response: The Commission has made clear that Lifeline service providers are liable for
any conduct by their employees. agents, contractors, or representatives (acting within the
scope of their employment) that violates the Lifeline program rules.!’ In addition, the
Entorcement Bureau has taken action against Lifeline service providers for rule violations
comnmitted by sales agents.!! As noted above, at the FCC’s direction, USAC is currently
implementing mechanisms by which to directly monitor and track the activity of individual
sales agents to more quickly detect and address potential fraud or abuse.

% See, e.g., Blue Jay Wireless, 1.LC, Consent Decree, 31 FCC Red 7605, 7610-11, para, 20 (EB 2016); YourTel
America, Inc., Consent Decree, 28 FCC Red 1539, 1545-46, para. 14 (EB 2013); TerraCom, Inc., Consent Decree,
28 FCC Red 1529, 1533-34, para. 14 (EB 2013).

8 See 2012 Lifeline Reform Order, 27 FCC Red at 6816-6817, paras. 379-81 (2012); Wireline Competition Bureau
Provides Guidance for the Submission of Compliance Plans Pursuant to the Lifeline Reform Order, Public Notice,
27 FCC Red at 2188 (WCB 2012).

 The Commission requires non-lacilities-based service providers to submit compliance plans for the Wireline
Competition Bureau’s review and approval before they can receive Lifeline support. See Lifeline and Link Up
Reform and Modernization et al., Report and Order and Further Notice of Proposed Rulemaking, 27 FCC Red 6656,
6813-6814, 6816-6817, paras 386-369, 379-381 (2012) (2012 Lifeline Reform Order); Wireline Competition Bureau
Provides Guidance for the Submission of Compliance Plans Pursuant to the Lifeline Reform Order, Public Notice,
27 FCC Red 2186, 2187 (WCB 2012).

10 See, e.g., 2012 Lifeline Reform Order, 27 FCC Red at 6709, para. 110 (“ETCs may permit agents or
representatives to review documentation of consumer program eligibility for Lifeline. However, the ETC remains
liable for ensuring the agent or representative’s compliance with the Lifeline program rules.”);

Lifeline Providers are Liable if Their Agents or Representatives Violate the FCC'’s Lifeline Program Rules, Public
Notice, 28 FCC Red 9022, 9022, para. | (EB 2013) (“The FCC’s Enforcement Bureau reminds Eligible
Telecommunications Carriers (ETCs) receiving federal universal service support from the Lifeline program that they
are liable for any conduct by their agents, contractors, or representatives (acting within the scope of their
employment) that violates the FCC’s Lifeline rules.”).

" See generally Total Call NAL 31 FCC Red 4191,
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d. How many times has FCC determined that an ETC is no longer qualified to provide
Lifeline benefits, and what is the process for making this determination?

Response: The Commission has terminated or denied the participation of two service
providers that the FCC determined to be unqualified to participate in the Lifeline program.
In December 2016, following an Enforcement Bureau investigation of Total Call Mobile,
Inc. (Total Call) for violation of Lifeline program rules, Total Call agreed via a consent
decree to cease participating in the Lifeline program, relinquish all of its ETC
designations, and withdraw its pending ETC designation applications.'? In October 2015,
the Commission prohibited Icon Telecom, Inc. (Icon) from participating in the Lifeline
program for a three-year period, after Icon was convicted of making a false statement in
violation of federal law in connection with fraudulent claims involving the Lifeline
program. '3

Enforcement Process

The FCC’s Enforcement Bureau may open an investigation upon receiving timely
information about actionable Lifeline rule violations and gathers additional information
through a Letter of Inquiry (LOI).!> If the Enforcement Bureau determines that violations
of applicable statutes and FCC rules have occurred, the Enforcement Bureau may take
enforcement actions that include issuing a Notice of Apparent Liability for Forfeiture
(NAL). which identifies the apparent violations and proposes penalties, including
monetary penalties.'® or resolving the investigation through a settlement agreement in a
consent decree. If an NAL is issued, the service provider has an opportunity to respond to
the allegations in the NAL.'” If the service provider does not pay the penalty or
demonstrate that a forfeiture penalty should not be imposed, the Enforcement Bureau
issues a forfeiture order.' If the violations are instead resolved through a consent decree
the service provider may be required to return improperly claimed reimbursements to the
Universal Service Fund, make an appropriate financial contribution to the U.S. Treasury,
and adhere to a compliance plan to prevent the recurrence of the rule violations. '

Suspension and Debarment Process

12 See Total Call Mobile, Inc., Consent Decree, 31 FCC Red 13204, 13214, para. 27 (EB 2016). The Consent
Decree resolved the Notice of Apparent Liability concerning Total Call’s violation of Lifeline program rules by
enrolling duplicate and ineligible subscribers. See Toral Call NAL, 31 FCC Red at 4211-13, paras. 74-83.

13 See Letter from Jeffrey Gee, Chief, Investigations and Hearings Division, Enforcement Bureau, to Wes Yui Chew,
President, Icon Telecom, Inc., 30 PCC Rcd 0939 (EB 7015)

13 Enforcement Primer, hitps: iy ey voneralienfo -primer (last visited July 31, 2017).

16 See id. See also 47 U.S.C. § JO)(b)( )(B) 47 CFR §1 80(a)(l) (f)

17 See 47 U.S.C. § 503(b)(4); 47 CFR § 1.80(f)(3): Enforcement Primer, hitps./www.icc,pov/general/enforcement-
primer (last visited July 31, 2017).

18 See 47 CFR § 1.80(f)(4); Enforcement Primer, hitps: 7vwww icc. gov/veneral/enforcement-primer (last visited July
31,2017).

"% See Enforcement Primer, htips: vwww oo cov/general/enforcement-primer (last visited July 31, 2017).
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The Commission may suspend and debar persons? from participating in the Lifeline upon
a criminal conviction of, or civil judgment for fraud against a USF program, including the
Lifeline program.?! When cause exists for suspension and debarment, the FCC suspends
that person and begins a proceeding to debar the person from future participation in the
USF program, including providing thirty (30) days in which to respond to the suspension
and proposed debarment.”> Within ninety (90) days of the response date, the Commission
may issue a notice of debarment to the service provider.?* The debarment period is
generally three years, but the Commission can set a longer period of debarment if
necessary to protect the public interest.?

Compliance Plan Review Process

To promote program integrity, the Wireline Competition Bureau conducts a thorough
review of compliance plans submitted by non-facilities-based ETCs. [f the ETC fails to
provide the required information.” the Wireline Competition Bureau notifies the ETC and
the ETC has an opportunity to submit a revised compliance plan.?® The Wireline
Competition Bureau may issue an order denying the compliance plan if the ETC fails to
respond to an inquiry to the Wireline Competition Bureau’s satisfaction or otherwise fails
to demonstrate that it has met the requirements for compliance plan approval established
in the 2012 Lifeline Order.*’ In addition to the information required in the compliance
plan. information from the FCC’s Enforcement Bureau, Office of Inspector General, or
state commissions concerning the service provider may also inform the Wireline
Competition Bureau’s decision on a compliance plan.?® In the event the Wireline
Competition Bureau denies a compliance plan, the ETC cannot receive Lifeline support as
a non-facilities-based provider.?’

2. What steps are being taken to ensure that ETCs and subcontractors are aware of the
federal and state databases and other information available to them in order to
determine program eligibility?

Response: USAC, under the oversight of the FCC’s Wireline Competition Bureau and Office
of Managing Director, is developing a comprehensive list of available state and federal
eligibility databases that service providers must check while the National Verifier is still being

2 The FCC’s debarment rules define a “person” as “[a]ny individual, group of individuals, corporation, partnership,
association, unit of government or legal entity, however organized.” 47 CFR § 54.8(a)(6).

21 See 47 CFR § 54.8(c).

22 See 47 CFR § 54.8(e)(1), (3).

3 See 47 CFR § 54.8(e)(5).

2 See 47 CFR § 54.8(g).

3 See 2012 Lifeline Reform Order, 27 FCC Red at 6816-17, paras. 379-81; Wireline Competition Bureau Provides
Guidance for the Submission of Compliance Plans Pursuant 1o the Lifeline Reform Order, Public Notice, 27 FCC
Red at 2188 (WCB 2012).

2 See 2012 Lifeline Reform Order, 27 FCC Red at 6816, para. 380, n.1000.

¥ See id.; Conexions Compliance Plan Order, 29 FCC Red at 14430-32, paras. 8-11.

3 See 2012 Lifeline Reform Order, 27 FCC Red at 6818, para. 388.

» See id. 27 FCC Red at 6816, para. 380: Conexions Compliance Plan Order, 29 FCC Red at 14432, para. 12.
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implemented. This list will be posted on USAC’s website, and USAC will update this list
every six months and regularly email the list to service providers.

As the National Verifier is rolled out, starting with five states in December 2017, eligibility
determinations will shift from service providers to the National Verifier.

3. What is your projected timeline for testing and implementing the National Verifier
System?

Response: The technical build of the National Verifier is already underway, and the initial
system launch in at least five states will occur in December 2017.3° Testing will occur
throughout the build process. From December 2017 through February 2018, service providers
in the initial states will be able to test the system and transition to the National Verifier.’!
During this period. USAC will be verifying the eligibility of all existing subscribers in these
states as they are migrated to the National Verifier. By March 2018, all enrollments and
recertifications in the initial states will be conducted by the National Verifier.> The National
Verifier will be expanded to at least 25 states by the end of 2018, and in all remaining states
and territories by December 31, 2019.3

(a) What are your projected costs?

Response: Through March 2018 (the initial launch), the projected costs associated with
implementing National Verifier are $21 million. This total includes the costs associated
with the development of the core system (consumer and service provider application
portals), federal and state interface implementation for the initial launch, user support
(including training, standup, and operation of a call center), compensation and benefits of
all full-time USAC staff dedicated to implementing and managing the National Verifier,
and three months of operations of the National Verifier during the soft launch period.

(b) What impediments, if any, have you encountered with state and local jurisdictions
in acquiring the information you believe is necessary to implement the National
Verifier system?

Response: USAC, overseen by Commission staff, has been coordinating extensively
with states to obtain the information necessary to implement the National Verifier. The

39 See Lifeline Program Update, National Verifier Updates at 11 (May 27, 2017),

hip/wwwe fifelinesupport.org res document= i rainine 2017 Mav-Lileline-Program-Update-Webinar.pdf;
Lifeline National Verifier Plan. at 23 (as upd'lted July 31, 2017), http://usac.org/ 1eS/documents/ll/pdf/nv/Dlaft-
National-Verifier-Plan.pdf.

31 See Lifeline National Vem"el Phn at 04 (as updated July 31 20 17),
hittp:usac.org res documents Ger-Plan.pd!ly See Lifeline Program Update, National
Verifier Updates at 11 (May 2", 2017 ‘documents/lirtraining/2017/May-
Lifeline-Program-Update-Wel
32 See Lifeline Program Update, National Verifier Updates at 12 (May 27, 2017)

hitp:Zwwye difelinesupport.org’ res documents aining 2017 May-Lifeline-Program-Update-Webinar.pdf.
33 See Lifeline National Verifier Plan, at 23 (as updated July 31, 2017),
http://usac.org/_res/documents/li/pdf/nv/Draft-National-Verifier-Plan.pdf.
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process of reaching a computer matching agreement varies depending on the state. Some
states have required legislative changes prior to being able to share data with USAC,
while others have complex procurement processes that USAC must navigate. Some state
agencies are unable to provide access to their data due to technical challenges, such as a
lack of resources necessary to make system modifications.

We note that while the goal is to automate eligibility verifications as much as possible, it
may not be cost-effective to build a connection to all state databases, especially if the
National Verifier has automated connections to federal databases.**

(¢) To what extent will the existing National Lifeline Accountability Database (NLAD)
be utilized in the development and implementation of the National Verifier system?

The National Lifeline Accountability Database (NLAD) will be fully integrated into the
National Verifier. NLAD will continue to perform identity, address, and duplicate
checks for Lifeline subscribers.”> NLAD will also continue to serve as the official record
of enrolled Lifeline subscribers, and service providers will still be required to update
subscriber information in NLAD (e.g., address changes, service provider changes, de-
enrollments).*® The NLAD will produce monthly reports of each service provider’s
Lifeline subscribers and service providers will certify and request reimbursement based
on that list instead of the program’s current practice of reimbursing service providers
based on their FCC Form 497 submissions.*’

4. Chairman Pai’s July 11,2017, letter to USAC regarding the Lifeline program
estaplishes a number of new USAC review and audit requirements.’® GAO’s report,
however, states that in at least one instance, USAC’s routine audit functions have been
constrained by “limited audit resources.”** Is USAC adequately resourced and staffed
to conduct the reviews and audits of ETC and subscriber data outlined in the July 11
letter?

Response: USAC is adequately resourced and staffed to conduct the reviews and audits of
ETC and subscriber data outlined in my July 11, 2017 letter to USAC. In addition, FCC staff
continues to coordinate with USAC to prioritize and strengthen efficiencies in conducting
audits and reviews.

I further note that USAC’s routine audit functions for the Lifeline program are not
constrained by “limited resources.” In fiscal years 2014 through 2016, USAC and external

3 See id. at 31,

33 See id. at 12, 20.

* See id at 19, 20.

37 See id. at 19, 20, 49-50.

38 Letter from Ajit V. Pai, Chairman, Federal Communications Commission, to Vickie Robinson, Acting CEO and
General Counsel, Universal Service Administrative Company (July 11, 2017).

¥ Government Accountability Office, supra at p. 28.
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auditors overseen by USAC completed 94 Beneficiary and Contributor Audit Program
(BCAP) audits of Lifeline service providers, and in fiscal years 2015 and 2016 USAC
completed 600 Payment Quality Assurance (PQA) reviews of Lifeline service providers.

I appreciate your interest in this matter. Please let me know if [ can be of any further
assistance.

Sincerely,

ly
. @

1t V. Pai



