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TDS TELECOM d/b/a/ TDS TELECOM/QUINCY TELEPHONE, ALLTEL 

FLORIDA, INC., NORTHEAST FLORIDA TELEPHONE COMPANY d/b/a 

NEFCOM, AND GTC, INC. d/b/a GT COM 

DIRECT TESTIMONY OF THOMAS M. MCCABE 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 040604-TL 

Q. PLEASE STATE YOUR NAME, YOUR EMPLOYER, AND YOUR 

BUSINESS ADDRESS. 

A. 

Q* 

A. 

Q- 

A. 

My name is Thomas M. McCabe. I am the External Relations Manager for TDS 

Telecorn, 107 West Franklin, Street, P.O. Box 189, Quincy, FL 32353-0189. 

DID YOU PREVIOUSLY FILE DIRECT TESTIMONY IN THIS 

PRQCEEDING ON BEHALF OF THE “SMALL LECS”? 

Yes. 

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY? 

The purpose of my rebuttal testimony is to address issues raised by BellSouth and 

the Florida Public Service Commission (“Commission”) Staff in their direct 

testimony regarding self-certification, and to address issues raised by Verizon in 

their direct testimony regarding the appropriate mechanism for recovery of the 

costs of the $3.50 state credit for eligible Lifeline customers in Florida. 
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Q- PLEASE SUMMARIZE FPSC WITNESS JOHN MANN’S TESTIMONY 

IN FAVOR OF mQUIRING ETCS TO PERMIT CUSTOMERS TO SELF- 
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A. 

Q. 

A. 

CERTIFY ELIGIBILITY FOR LIFELINE DISCOUNTS. 

According to Mr. Mann, the Commission’s rationale for self-certification is two- 

fold. First, Mr. Mann asserts that self-certification may increase Florida’s 

Lifeline subscribership. Florida is a net payer into the Federal Universal Service 

Program, so increasing Lifeline subscribership would bring more federal universal 

service funds back into the state. Mr. Mann also believes that the current 

verification process is too burdensome and time consuing for consumers. 

DO YOU AGREE WITH MR. MANN’S RATIONALE FOR APPROVING 

SELF-CERTIFICATION? 

No. The fact that Florida is a net payer into the Federal Universal Service Fund 

only underscores the importance that appropriate checks and balances are in place 

to ensure that only eligible customers receive Lifeline credits. California’s 

Lifeline program, on the other hand, is a perfect example of the potential fiaud 

that comes with self-certification. The Commission correctly pointed out in its 

comments to the FCC in Docket No. WC-03- 109 regarding self-certification that 

the integrity of the universal service fund must be protected and that appropriate 

accountability standards are necessary. If the level of fraud in the Federal 

Universal Service Programs continues to increase, Florida consumers are likely to 

see even more of their contributions flowing out of the state. 
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Q. DO YOU AGlRlEE WITH MR. MANN’S POSITION THAT THE 

CURRENT CERTIFICATION PROCESS IS TO TIME CONSUMING 

AND BURDENSOME TO THE CUSTOMER? 

A. No. There is no evidence to support Mr. Mann’s contention that the ETC’s 

process for verifying Lifeline eligibility “appears to be quite lengthy and time 

Consuming for both the ETC and customers”. To the contrary, the majority of 

Lifeline applications received by the Small LECs are processed the same day the 

customer provides verification of eligibility. Further, the “additional analyses” 

cited by Mr. Mann as time consuming or burdensome (determining whether the 

customer has an outstanding balance; requiring telephone service to be in the 

name of the customer who has been certified under one of the programs; and 

ensuring that the customer seeking Lifeline benefits receives benefits on only one 

telephone) are neither time consuming nor burdensome. In most cases this 

information is readily available to customer service representatives during initial 

processing of a Lifeline Service request, and will be reviewed regardless of 

whether the Commission adopts self-certification. 

The Small LECs do not believe that verification of eligibility for the program 

based Lifeline criteria is any more time consuming or burdensome to the 

consumer than that which is required under Florida Statutes, Chapter 364.10(3)(a) 

for income based eligibility. Under the Commission’s proposed self-certification 

proposal, customers will still be required to complete an affidavit attesting to their 

eligibility and must return the form to the company in person, mail or fax. The 
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Small LECs do not believe including actual documentation of eligibility is any 

more time consuming or burdensome to the customer. 

BELLSOUTH WITNESS MR. DEYONKER OFFERS AN ALTERNATIVE 

LIFELINE SELF-CERTIFICATION PROGRAM. DO THE SMALL LECS 

SUPPORT THIS PROPOSAL? 

No. The Small LECs believe that eligibility should be determined at the front end 

of the Lifeline application process. Under BellSouth’s proposal, however, it may 

be a year from the time the customer signs up before eligibility is verified. The 

company then would have to back-bill ineligible customers, thus creating 

additional administrative expenses and damaging customer relations. The Small 

LECs agree with the testimony of Verizon witness Mr. West that self-certification 

could lead to customer confusion and irritation. (Verizon witness Mr. West page 

15, lines 10-24, and page 16, lines 1-20). 

Although the Small LECs do not support BellSouth’s alternative self-certification 

proposal on the front-end of the application process, we do believe that the 

proposal is worth exploring for re-certification. 

BELLSOUTH WITNESS MR. DEYONKER AND SPRINT WITNESS MS. 

KHARZAEE BOTH ARGUE THAT THE COMMISSION DOES NOT 
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1 HAVE THE AUTHORITY TO LMPLEMENT A COST RECOVERY 

2 MECHANISM FOR LIFELINE. DO YOU AGFUCE? 

3 A. No. As stated in my direct testimony, Section 364.02q 1) and (2), Florida 

4 Statutes, gives .the Corilmission the specific authority to establish an interim 

5 universal service fund. The Small LECs believe that implementation of an 

6 interim universal service fund is overdue, particularly in the case of Lifeline 

7 sewice. Regardless of whether the Commission expands the Lifeline eligibility 

8 criteria, the Small LECs believe that a competitively neutral funding mechanism 

9 for Lifeline is necessary and appropriate. 
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AS AN OPTION FOR FUNDING LIFELINE, VEIUZON WITNESS MR. 

DANNER RECOMMENDS THAT COMPANIES BE PERMITTED TO 

LEVY A SURCHARGE TO FUND ITS OWN LIFELINE DISCOUNTS. 

DO YOU AGREE WITH THIS APPROACH? 

No. Mr. Danner identifies two options that are available to the Commission to 

fund Lifeline: (1) an industry-wide pool or fund, or (2) a surcharge levied by each 

local exchange company to fund its own Lifeline discounts. Mr. Danner correctly 

points out in his testimony that the second (surcharge) option creates competitive 

di s adv ant age s . 

20 

21 The Small LECs agree with Mr. Danner that it is not fair or appropriate to place 

22 the responsibility of funding a social program on the incumbent local exchange 

5 



a 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

company (Page 22, Lines 149, particularly in a competitive marketplace, which is 

why the Small LECs believe the implementation of a state universal service fund 

is necessary. 

DO THE SMALL LECS SUPPORT MR. DANNER’S FIRST (INDUSTRY- 

WIDE POOL) OPTION TO FUND LIFELINE? 

Yes. The Small LECs support the creation of an industry-wide pooling 

arrangement or fund as the best approach to ensure competitive neutrality. 

Furthermore, the Small LECs believe that all contributors to the fund should be 

allowed to implement a surcharge on the end user bill. This method of supporting 

Lifeline would be similar to the method by which the Telephone Relay System, an 

existing social program, is fimded. 

DO YOU A G E E  WITH MR. DANNER THAT A POOLING 

ARRANGEMENT OR FUND IS DISADVANTAGEOUS DUE TO 

ADMINISTRATIVE COSTS? 

No. While I agree that a state universal service fund will result in administrative 

costs, there also would be additional administrative costs associated with Mr. 

Darner’s company-specific surcharge option. Additionally, most, if not all, 

communications providers already have processes in place to contribute to federal 

and state universal service programs. 
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Q- MR. DANNER SUGGESTS THAT A GENERAL TAX ON WIRELINE 

SERVICES IS THE BEST METHOD OF FUNDING LIFELINE 

BENEFITS. DO YOU AGREE? 3 

Nor A general tax on wireline service is not an equitable method of hriding a 4 A. 

5 social program such as Lifeline. All providers of communications services are 

competing for the same customers. Limiting funding obligations to one class of 6 

7 communications providers creates an unfair competitive advantage. The Small 

LECs support the establishment of a universal service fund to which all 8 '  

9 

10 

11 

communications providers are required to contribute in a competitively neutral 

manner. The Commission has estimated that there are 11 million wireline access 

lines in Florida, along with 9 million wireless access lines. Requiring all 

12 communications providers to contribute on a competitively neutral basis, using 

13 

14 

access lines as a methodology for determining contributions, will dilute the 

financial impact of the fund by spreading the costs among all required 

contributing carriers. 15 

16 

IN AN ATTEMPT TO ADDRESS THE COMPETITIVE 17 Q. 

18 DISADVANTAGES OF REQUIRING COMPANIES TO SELF-FUND 

LIFELINE, MR. DANNER RECOMMENDS THAT THE COMMISSION 

REQUIRE ALL CERTIFICATED WIRELINE CARRIERS TO OFFER 

19 

20 

21 LIFELINE SERVICE. DO YOU BELIEVE THIS WILL CREATE 

22 COMPETITIVE NEUTRALITY? 
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A. 

Q- 

A. 

No. This approach will not equalize the burden of fimding Lifeline, especially in 

rural markets. Wireless and V o P  providers are the primary source of competition 

in rural markets. The Commission does not have the authority to establish 

wireless rates and thus -cannot establish an affordable wireless rate for low-income 

subscribers. Nor can VoIP provide a viable low-income telephone service 

because customers must first purchase broadband access. 

The Small LECs agree with Mr. Darner that some competing technologies may 

attempt to avoid offering or contributing to Lifeline, however we believe the best 

approach to share the cost of funding social programs such as Lifeline is through a 

state funding arrangement. 

PLEASE SUMMARIZE YOUR REBUTTAL TESTIMONY. 

The Small LECs disagree with the testimony of Verizon Witness Mr. Darner that 

companies should be permitted to self-recover Lifeline support through 

surcharges on their end-user bills. The best method of providing a competitively 

neutral Lifeline cost recovery mechanism is a state universal service fund, which 

the Commission should establish regardless of whether it expands Lifeline 

eligibility criteria. The Commission has statutory authority to establish such a 

fund, to which all providers of communications services should be required to 

contribute. Furthermore, we believe that using access lines as a basis for sizing 
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the assessment is easier than assessing recovery based on a portion of intrastate 

revenues. 

FuAher, the Small LECS do not support self-certification for Lifeline service. We 

believe that it is important to ensure that the proper checks and balances are in 

place in order to prevent fraud and abuse of the Lifeline program. Although we 

do not support BellSouth’s proposal for self-certification on the front-end of the 

application process, we do believe the suggestion is worth evaluating to minimize 

the impacts of re-certification on customers and companies. 

DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY? Q. 

A. Yes. 
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