
TO: THE. COMMISSION 

FROM: Utilities Division 

DATE: February 1,2013 

RE: IN THE MATTER OF THE APPLICATION OF TELRITE CORPORATION DBA 
LIFE WIRELESS FOR DESIGNATION AS A WlRELESS ELIGIBLE 
T E L E C O ~ I C A T I O N S  CARRIER IN THE STATE OF ARIZONA (LOW 
INCOME ONLY). (DOCKET NO. T-04288A-11-0405) 

1. PROCEDURAL KISTORY 

On November 8, 2011, Telrite Corporation dba Life Wireless (“Telnte”) filed an 
Application requesting designation as an Eligible Telecommunications Carrier (“ETC’) pursuant 
to section 214(e)(2) of the Communications Act of 1934 (the “Act”) and the rules of the Federal 
Communications Commission (“FCC”), including 47 C.F.R. $ 9  54.201 and 54.207. In its 
Application, Telrite requests the Arizona Corporation Commission (“ACC” or “Commission”) 
designate it as an ETC in certain zip codes, excluding tribal lands, for the purpose of receiving 
federal Universal Service Fund (“FUSF”) support for low-income customers only (i.e., 
Lifeline’). Telrite is not requesting high cost support. 

On December 26, 2012, the FCC approved Telnte’s Revised Compliance Plan (“RCP”) 
and waived the company owned-facilities requirement. On December 27, 2012, Telnte filed a 
copy of the RCP in the docket. 

2. BACKGROUND 

Telrite Corporation is a Georgia corporation with its principal offices located at 41 13 
Monticello Street, Covington, Georgia 300 14. Telrite provides Commercial Mobile Radio 
Service (“CMRS”) through the resale of service of other wireless carriers. Although Telnte is 
certificated to provide resold long distance’ services in Arizona, these services will not be 
utilized in the provision of Telrite’s Lifeline services. Instead, Telrite proposes to provide 
wireless Lifeline services through the resale of CMRS provided by other wireless carriers. 
Telrite has been granted wireless ETC designation in fourteen (14) jurisdictions3 with nine (9) 
applications pending in other jurisdictions: excluding Arizona. In the jurisdictions it currently 

1 Federal Lifeline Assistance provides discounts on basic monthly service at the primary residence for qualified 
telephone subscribers. The federal support amount provided to the ETC is $9.25. ’ DecisionNo. 67812, issued May 5,2005. 
3 

South Carolina, West Virginia and Puerto Rico. 
Arkansas, Georgia, Illinois, Indiana, Louisiana, Maine, Maryland, Minnesota, Missouri, Oklahoma, Rhode Island, 

Idaho, Kansas, Michgan, Mississippi, New Jersey, Pennsylvania, Utah, Washington and Wisconsin. 



THE COMMISSION 
February 1,20 13 
Page 2 

operates, Telrite serves over 800,000 wireless customers: of which over 740,000 are Lifeline 
customers. Telrite will provide wireless service through a “virtual network” consisting of 
services obtained fi-om licensed wireless network operator AT&T Wireless (“AT~LT’’)~ and does 
not own or operate any of its own wireless facilities. Telnte’s arrangement with AT&T enables 
it to offer services wherever the underlying wireless carrier offers service in the State of Arizona. 
Both non-rural and rural incumbent local exchange carriers (“ILECs”) provide wireline service 
within these areas. For its proposed designated service area, Telrite provided a list of zip codes 
in which it will provide service and identified the ILEC(s) serving each zip code in Exhibit A of 
the Application. 

On February 6, 2012, the FCC released an Order in FCC 12-11, Lifeline and Link Up 
Reform and Modernization (“Lifeline Reform in which the FCC adopted 
comprehensive reforms to the low-income program to revise and modernize the Lifeline service 
requirements and implement measures to address fraud, waste and abuse of the FUSF. Within 
that Order, the FCC found that a grant of blanket forbearance of the requirement that an ETC use 
its own facilities (“the facilities requirement”), subject to certain public safety and compliance 
obligations, was appropriate for carriers seeking to provide Lifeline-only service.’ Specifically, 
in the Lifeline Reform Order, the FCC states it will conditionally grant forbearance fiom the 
Act’s Section 2 14(e)( 1)(A) facilities requirement to all telecommunications carriers seeking 
Lifeline-only ETC designation, subject to the following conditions: (1) compliance with certain 
911 and enhanced 911 (E911) public safety requirements; and (2) FCC Wireline Competition 
Bureau approval of a compliance plan providing specific information regarding the carrier and 
its service offerings and outlining the measures the carrier will take to implement the obligations 
contained in the Order.g 

On March 12,2012, Telrite submitted its initial Compliance Plan to the FCC in order to 
benefit from the “blanket forbearance” of the own-facilities requirement used to provide Lifeline 
services. Since its initial filing, Telrite has submitted numerous revisions to its RCP, making 
changes as the result of discussions with FCC Staff. Telrite filed its last\final RCP December 19, 
2012. On December 26, 2012, in DA 12-2063, the FCC issued a Public Notice” approving 
Telnte’s December 19,20 12 Revised Compliance Plan. 

Response to Staff Data Request STF 2.1. 

In the Matter of Lifeline and Link Up Reform and Modernization, Report and Order and Further Notice of 
6Application, Page 10, line 4 and response to Staff Data Request STF 1.24. 

Proposed Rulemaking, WC Docket No. 11-42, FCC 12-1 1, released February 6,2012 (“Lifeline Reform Order’y. ’ Ibid., at paras. 368-381. 
See id. at paras. 373 and 389. Subsequently, the Bureau provided guidance for carriers submitting compliance 

plans pursuant to the Lifeline Reform Order. Wireline Competition Bureau Provides Guidance for the Submission of 
Compliance Plans Pursuant to the Lifeline Reform Order, WC Docket Nos. 09-197 and 11-42, Public Notice, 27 
FCC Rcd 2186 (Wireline Comp. Bur. 2012). 
lo See “Wireline Competition Bureau Approves the Compliance Plans of AirVoice Wireless, AmeriMex 
Communications, Blue Jay Wireless, Millennium 2000, Nexus Communications, Platinumtel Communications, 
Sage Telecom, Telrite and Tescape Communications, Public Notice from FCC Wireline Competition Bureau, WC 
Docket Nos. 09-197 and 11-42 (rel. December 26,2012). 
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3. REQUIREMENTS FOR DESIGNATION AS AN ETC AND TELRITE’S 
COMPLIANCE WITH THE REQUIREMENTS 

Designation as an ETC makes a camer eligible to receive federal universal service funds. 
The requirements for designation of ETCs are specified by federal law in 47 U.S.C. 0 214(e)(l), 
which states: 

“A common carrier designated as an eligible telecommunications carrier under paragraph 
(2) or (3) shall be eligible to receive universal service support in accordance with section 
254 and shall throughout the service area for which the designation is received: (A) offer 
the services that are supported by Federal universal service support mechanisms under 
section 254(c), either using its own facilities or a combination of its own facilities and 
resale of another carrier’s services (including the services offered by another eligible 
telecommunications carrier); and (B) advertise the availability of such services and the 
corresponding charges using media of general distribution.” 

In order to be designated as an ETC, a carrier must offer Lifeline service to all qualifjmg 
low-income customers w i h n  its service area.’ ’ Lifeline service provides basic telephone 
service, typically by passing on discounts to monthly telecommunications charges. As a wireless 
reseller of prepaid wireless service, Telrite is proposing to offer qualified customers a free 
handset and the choice of either a free prepaid minutes calling plan, of which there are two 
options,12 or applying a Lifeline discount for Telrite’s unlimited voice calls/text messaging 
monthly prepaid retail plan. 

As indicated above, the FCC granted Telrite forbearance from the requirement that it 
provide service using its own facilities or a combination of its own facilities and resale of another 
carrier’s service and also any criteria related to facilities build out plans. Telrite would be a 
Lifeline-only ETC, eligible only for Lifeline support and must meet all the other criteria required 
of ETCs. 

A. Offering the Services Designated for Support 

On December 23, 2011, the FCC adopted and released an Order on Reconsideration in 
which the FCC modified, on its own motion, the definition of “voice telephony”, as adopted in 
the USF/ICC Transformation Order.13 In that Order, the FCC reduced its former list of nine 

’ ’ 47 C.F.R. $5  54.405 and 54.41 l(a) 
l2 See RCP, pages 22-24. Telrite is offering Lifeline customers a choice of 125 free monthly voice minutesltext 
messages with monthly rollover of unused voice minutesltexts messages or 250 free monthly voice minutes/text 
messages with no rollover to Lifeline customers. Text messages for either of these two plans are counted at 3 text 
messages per 1 voice minute 
l3 See In the Matter of Connect America Fund, A National Broadband Plan for Our Future, Establishing Just and 
Reasonable Rates for Local Exchange Cam’ers, High-Cost Universal Service Support, Developing an Unified 
Intercam’er Compensation Regime, Federal-State Joint Board on Universal Service, Lifeline and Link- Up, 
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supported services to four supported services and amended 47 C.F.R. 5 54.101 to specify the 
“mice telephony services” supported by federal universal service support mechanisms. l4 

47 C.F.R. 5 54.101, sets forth the services that a carrier must offer in order to receive 
Federal universal service fund support. The services and Telnte’s response to the provision of 
each service are as follows: 

(i) Voice grade access to the Public Switched Network. “Voice grade access to the Public 
Switched Network” is defined as a functionality that enables a user of telecommunications 
services to transmit voice communications, including signaling the network that the caller 
wishes to place a call, and receive voice communications, including receiving a signal 
indicating there is an incoming call. For purposes of this Part, bandwidth for voice grade 
access should be, at a minimum, 300 to 3,000 Hertz. Telrite stated5 its services include 
voice telephony services that provide voice grade access to the public switched network. 

(ii) Local usage. “Local usage” means minutes of use for local exchange service, prescribed 
by the Federal Communications Commission, provided free of charge to end users. Telrite 
states16 its service offerings provide customers with a preset number of minutes of use for 
local service at no charge to the customer and the current Lifeline offerings include packages 
that can be used for local and domestic toll service. 

(iii) Access to emergency services. “Access to emergency services” includes access to 
services, such as 91 1 and enhanced 91 1 provided by local governments or other public 
safety organizations. 91 1 is defined as a service that permits a telecommunications user, by 
dialing the three-digit code “91 l”, to call emergency services through a Public Safety Access 
Point (“PSAP”) operated by the local government. “Enhanced 91 1 ” is defined as 91 1 service 
that includes the ability to provide automatic numbering infomation (“ANI”), which enables 
the PSAP to call back if the call is disconnected, and automatic location identification 

which permits emergency service providers to identify the geographic location of 
the calling party. “Access to emergency services” includes access to 9 1 1 and enhanced 9 1 1 
services to the extent the local government in an eligible carrier’s service area has 
implemented 911 or enhanced 911 systems. Telrite statesI7 it will provide access to 
emergency services provided by local government or public safety officials, including 9 1 1 
and E9 1 1 where available. 

Universal Service Reform-Mobility Fund, WC Docket No. 10-90, GN Docket No. 09-51, WC Docket No. 07-135, 
WC Docket No. 05-337, CC Docket No. 01-92, CC Docket No. 96-45, WC Docket No. 03-109, WT Docket No. 10- 
208, Order on Reconsideration, FCC 11-189 (rel. Dec. 23, 2011) (USF/ICC Transformation Order on 
Reconsideration) at para 3. 
l4 Id. at para. 78; see also id. App. A at 536 (revising section 54.101(a) of the Commission’s rules); see 76 FR 
73830, 73870 (Nov. 29,2011) (revising 47 C.F.R. 0 54.101(a) with an effective date of December 29,2011). 
l5  See Application, Page 12, lines 1-3 and RCP, Page 25. 
l6  Ibid, lines 9-16 and RCP, Page 25. 
l7  See Application, Page 13, lines 7-13 and RCP, Page 25. 
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(iv) Toll Limitation for Qualifying Low-Income Consumers. “Toll limitation denotes either 
toll blocking or toll control for eligible telecommunications carriers that are incapable of 
providing both services. For eligible telecommunications carriers that are ca able of 
providing both services, ‘toll limitation’ denotes toll blocking and toll control.”“ In the 
Lifeline Refom Order the FCC relieved ETCs of the obligation to offer toll limitation 
services if their Lifeline offering does not distinguish in the pricing of toll and non-toll 
calls.” Telrite’s wireless prepaid calling plans do not distinguish between non-toll (i.e. local) 
and toll calls. Telrite’s prepaid plans include a specific number of minutes that cannot be 
exceeded. Therefore, customers cannot incur any charges for excessive toll calling or be 
disconnected for non-payment. 

In its application, Telrite states it has the ability to provide all the supported services and 
functionalities required in the proposed ETC designated service area to all subscribers taking 
service under its Lifeline plan through arrangements with its underlying carrier. Based on the 
above information and explanations, Staff believes that Telrite meets this ETC designation 
criteria. 

B. Advertising of Supported Services 

47 U.S.C. 5 214(e)(l)(B) requires a common camer designated as an eligible 
telecommunications carrier to advertise the availability of such services and the corresponding 
charges using media of general distribution. Telrite states it will advertise the availability of its 
Lifeline services and the charges for its Lifeline services using media of general distribution.20 
Specifically, Telrite will advertise its Lifeline program through community outreach events with 
local churches, charities, and community groups, televising public service announcements21 and 
will also market through its website.22 Telrite will announce and advertise telecommunications 
services as an ETC where it provides service in its Service Area and will publicize the 
availability of Lifeline services in a manner reasonably calculated to reach those likely to qualify 
for those services.23 Advertisements will be both English and Spanish.24 Telrite submitted 
examples of prior relevant advertisements to Staff. In addition, Telrite submitted examples of its 
advertisements in Exhibit C of its RCP to the FCC. 

Based on the information above and Tehte’s advertising materials provided to Staff, 
Staff concludes that Telrite will advertise the availability of its supported services and the 
corresponding charges using media of general distribution as required by 47 U.S.C. 5 
214(e)(l)(B). Staff believes that Telrite meets this ETC designation criteria. 

l 8  47 C.F.R. Q 54.400(d). ’’ Lifeline Reform Order, 7238. 
2o Application, Page 5, lines 16-19 and Page 14, lines 15-23 and Response to Staff Data Request STF 2.4. 
21 Response to Staff Data Request STF 2.4. 
22 Response to Staff Data Request STF 1.44 
23 Application, Page 14, lines 17-20. 
24 Response to Staff Data Request STF 2.2. 
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C. Additional ETC Requirements 

In addition to the requirements listed above, the FCC adopted, in the Lifeline Reform 
Order, comprehensive reforms to the low-income program to revise and modernize the Lifeline 
service requirements and implement measures to address fraud, waste, and abuse within the 
system. Below are the additional requirements and Telrite’s response to each requirement. 

C.l A Commitment and Ability to Provide Supported Services 

In 47 C.F.R. 8 54.202(a)(l)(i) and (ii), the FCC required the applicant to: 

(i) Certify that it will comply with the service requirements applicable to the 
support that it receives; and 

(ii) Submit a five-year plan that describes with specificity proposed improvements 
or upgrades to the applicant’s network throughout its proposed service area. Each 
applicant shall estimate the area and population that will be served as a result of 
the improvements. Except, a common carrier seeking designation as an eligible 
telecommunications carrier in order to provide supported services only under 
subpart E of this part does not need to submit such a five-year plan.25 

Tehte states26 it will comply with the service requirements applicable to the support that 
it receives. The requirement directing submissions of a formal network improvement plan under 
47 C.F.R. 4 54.202(a)(l)(ii) does not apply to Telrite because it is seeking only to provide 
supported services under subpart E of this part, i.e. Lifeline only, and the FCC waived the 
facilities-based requirements for Telnte. 

Based on the above information, Staff believes that Telrite meets this ETC designation 
criteria. 

C.2 Remain Functional in Emergency Situations 

In 47 C.F.R. Q 54.202(a)(2), the FCC outlines the requirement that an ETC applicant 
demonstrate its ability to remain functional in emergency situations. Specifically, “an applicant 
must demonstrate that it has a reasonable amount of back-up power to ensure functionality 
without an external power source, is able to reroute traffic around damaged facilities, and is 
capable of managing traffic spikes resulting from emergency  situation^."^^ 

Lifeline Reform Order, 7 386. 25 

26 Application, Page 15, lines 3-14. 
27 Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, FCC 05-46 (rel. March 
11,2005) (“ETCMinimum Requirements Report and Order’?), 7 25. 
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To demonstrate its ability to remain functional in emergency situations, Telrite states2* it 
provides service in Arizona by reselling the services of its underlying wireless carrier, 
specifically AT&T, in Arizona. Telnte further states that its underlying wireless carriers’ 
networks have implemented state-of-the-art network reliability standards and have the ability to 
remain functional in emergency situations such that Telrite’s service reliability compares 
favorably with that of any facilities-based operator in the wireless telecommunications industry. 

Based on the above information, Staff concludes that Telrite has demonstrated its ability 
to remain functional in emergency situations by maintaining a reasonable amount of back-up 
power. Staff believes that Telrite meets this ETC designation criteria. 

C.3 Satisfy Consumer Protection and Service Quality Standards 

In 47 C.F.R. 0 54.202(a)(3), the FCC requires an ETC applicant to demonstrate its 
commitment to meeting consumer protection and service quality standards in its application2’ 
The sufficiency of other commitments will be considered on a case-by-case basis. 

To demonstrate its ability to satisfy consumer protection and service quality standards, 
Telrite states3’ it will satisfy all such standards. Telrite commits to satisfying all such applicable 
state and federal requirements related to consumer protection and service quality standards and 
will comply with the Cellular Telecommunications and Internet Association’s Consumer Code 
for Wireless Service (the “CTIA Code”). In addition, Telrite commits to reporting information 
on consumer complaints per 1,000 lines on an annual basis consistent with the FCC’s USF 
Order.31 Telnte also commits to use its best efforts to resolve customer complaints received by 
the Commission. 

Based on the above information, Staff believes that Telrite meets this ETC designation 
criteria. 

C.4 Lifeline-Only ETC Applicants - Financial and Technical Capability 

In 47 C.F.R. 3 54.202(a)(4), the FCC requires a Lifeline-only ETC applicant to 
demonstrate that it is financially and technically capable of providing the Lifeline service in 
compliance with subpart E of this part. In the Lifeline Reform Order32, the FCC provides 
guidance on specific information to be considered when determining if an applicant meets this 
requirement: 

28 Application, Page 15, lines 16-24 and Response to Staff Data Request STF 2.7(b). 
29 ETCMinimum Requirements Report and Order, 7 28. 
30 Application, Page 16, lines 1-7. 
31 FCC 97-1 57, Universal Service Order (“USF Order”) at 4. 
32 See Lifeline Reform Order, 7388. 
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“... Among the relevant considerations for such a showing would be whether the 
applicant previously offered services to non-Lifeline customers, how long its has been in 
business, whether the applicant intends to rely exclusively on USF distributions to 
operate, whether the applicant receives or will receive revenue from other sources, and 
whether it has been subject to enforcement action or ETC revocation proceedings in any 
state.” 

Telnte  state^'^ it has been offering Lifeline service to customers since October, 2010. 
Telrite also offers several other telecommunication services in addition to its Lifeline service. In 
201 1, the wireline services offered by Telnte produced substantial net income. This revenue was 
generated from more than 30,000 customers of Telrite’s local and long distance service, which 
Telrite has been providing for over 10 years. In sum, Telnte has access to sufficient funds to run 
its business and is not solely dependent on reimbursements from USF distributions. 

In response to Staffs inquiry about complaints, at the state and at the FCC level, Telrite 
discussed three incidents.34 First, Telrite was the subject of one complaint in West Virginia by a 
customer about an alleged receipt of a handset claimed to not have been ordered by the 
customers. This complaint was resolved. Second, Telrite is participating in an FCC enforcement 
bureau inquiry regarding activities of a rogue agent in Missouri. Whde the investigation has not 
been formally closed, Telrite states35 that it has provided FCC staff will all requested 
information, including information demonstrating that Telrite has restored all subsidies to the 
federal universal service fund attributable to the fraudulent rogue agent activity. Telnte has also 
reformed and refined its policies, procedures and training to guard against recurrence of such 
activity in the future. Third, Telrite, as a toll reseller providing interstate and information 
services to residential and business customers nationwide, is subject to regulatory obligations 
which include contributing to the federal Universal Service Fund (“USF”), the 
Telecommunications Relay Service (“TRS”) Fund, cost recovery mechanisms for North 
American Numbering Plan (“NANP”) and Local Number Portability (“LNP”) administration, 
and federal regulatory fees. Following Telrite’s purchase of Onestar Long Distance, Inc. in 
2004, the Universal Service Administrative Company (USAC) referred Telrite to the FCC 
Enforcement Bureau (“Bureau”) for potential enforcement action, alleging that Telrite had failed 
to comply with the FCC’s USF contribution and reporting rules. The Bureau issued Letters of 
Inquiry to Telrite dated December 15, 2005,36 June 9, 2006,37 and November 8, 2006,38 seeking 
information about Telrite’s compliance with its regulatory obligations. Telrite submitted 
responses to the Bureau’s inquiries, and on July 10, 2006, Telrite admitted that it had failed to 

33 RCP, Page 24. 
34 Response to Staff Data Request STF 1.54. 
35 Response to Staff Data Request STF 2.5(a). 
36Letter ffom Hillary S .  DeNigro, Deputy Chief, Investigations & Hearings Division, Enforcement Bureau, FCC, to 
Telrite Corporation (Dec. 15,2005) (Initial LOI). 
37 Letter from Hillary S. DeNigro, Deputy Chief, Investigations & Hearings Division, Enforcement Bureau, FCC, to 
Michael Geoffioy, Corporate Counsel, Telrite Corporation (June 9,2006) (Second LOI). 
38 Letter from Trent Harkrader, Deputy Chief, Investigations & Hearings Division, Enforcement Bureau, FCC, to 
Michael Geofffoy, Corporate Counsel, Telrite Corporation (November 8,2006) (Third LOI). 
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accurately report revenue data on its annual Form 499-A filed in March 2006.39 On April 17, 
2008, the FCC released a Notice of Apparent Liability (“NAL’’) for Forfeiture & Order finding 
Telrite apparently liable for a forfeiture of $924,212.40 Telrite filed a Statement Seeking 
Reduction of Proposed Forfeiture on June 2, 2O0K4l On April 18, 2012, the FCC released an 
Order42 adopting a Consent Decree between the Bureau and Telrite, in which Telrite agrees to 
develop and implement a Compliance Plan to help ensure future compliance with the 
Communications Laws, including the Federal Regulatory Reporting and Contribution Rules, and 
with the terms and conditions of this Consent Decree. The Order states43 that Telrite has paid all 
invoiced amounts to the USF, TRS Fund, cost recovery mechanisms for NANP and LNP 
administration, and regulatory fees. Telrite also agreed to make a voluntary contribution to the 
United States Treasury in the amount of five hundred and twenty-five thousand dollars 
($525,000). Other than the NAL and the Order discussed above, Telrite states it has not been 
subject to any enforcement sanctions or ETC revocation proceedings in any state. 

Having reviewed Telrite’s financial statements and having found no further other 
instances of regulatory or administrative enforcement actions by the FCC or other regulatory 
agency, based on the above information, Staff believes that Telrite meets this ETC designation 
criteria. 

C.5 Lifeline-Only ETC Applicants - Terms and Conditions of Lifeline 
Service Plans 

In 47 C.F.R. 0 54.202(a)(5), the FCC requires an ETC applicant to submit information 
describing the terms and conditions of any voice telephony service plans offered to Lifeline 
subscribers, including details on the number of minutes provided as part of the plan, additional 
charges, if any, for toll calls, and rates for each such plan. To the extent the ETC offers plans to 
Lifeline subscribers that are generally available to the public, it may provide summary 
information regarding such plans, such as a link to a public Web site outlining the terms and 
conditions of such plans. 

Telnte provided Staff with its informational tarifP4 in which it describes the calling plans 
for Lifeline subscribers, including the number of free minutes in each calling plan, along with the 
terms and conditions of Lifeline service as provided by Telrite. Based on the information 
contained in Telrite’s mformational tariff, Staff believes that Telrite meets this ETC designation 
criteria. 

39 Letter from Michael G. Geoffioy, Corporate Counsel, Telrite Corporation, to Christopher Shields, Enforcement 
Bureau, Federal Communications Commission (July 10,2006). 
40 Telrite Corporation, Notice of Apparent Liability for Foifeiture and Drder, 23 FCC Rcd 723 l(2008) (NAL)(FCC 

41 Telrite Corporation’s Statement Seeking Reduction of Proposed Forfeiture (June 2,2008). 
42 See Telnte Corporation, File No. EB-05-1H-2348, Order and Consent Decree, DA 12-612 (rel. Apr. 18,2012). 
43 Ibid, 89. 

08- 1 16). 

Response to Staff Data Request STF 1.56. 
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D. Steps to Limit Fraud, Waste and Abuse of the FUSF 

In the Lifeline Reform Order the FCC adopted various new measures and revised or 
eliminated other existing measures in order to limit fraud, waste and abuse of the Federal 
Universal Service Fund (“FUSF”). These measures include establishing uniform eligibility 
criteria to qualify for Lifeline services, clarifying the restriction of one Lifeline telephone 
allowed per household, initial certification and annual re-certification of consumer eligibility, 
establishing a national lifeline accountability database to ensure and enforce the one-per- 
household requirement, total elimination of toll limitation support for wireless carriers and a 
tapered elimination of toll limitation support for landline ETCs, elimination of the Llnk Up 
subsidy except on federally-recognized tribal lands and establishing additional provisions for 
USAC audits. 

In its RCP, Telrite outlines the steps it will take to limit fraud, waste and abuse of the 
FUSF and to comply with all applicable Lifeline requirements and implement measures to 
prevent fiaud, waste, and abuse. 

E. Public Interest Determination 

Under Section 214 of the Act, the FCC and state commissions must determine that an 
ETC designation is consistent with the public interest, convenience and necessity for rural areas. 
They also must consider whether an ETC designation serves the public interest consistent with 
Section 254 of the Act. Congress did not establish specific criteria to be applied under the public 
interest tests in Sections 214 or 254. The public interest benefits of a particular ETC designation 
must be analyzed in a manner that is consistent with the purposes of the Act itself, including the 
hdamental goals of preserving and advancing universal service; ensuring the availability of 
quality telecommunications services at just, reasonable, and affordable rates; and promoting the 
deployment of advanced telecommunications and information services to all regions of the 
nation, including rural and high-cost areas.45 Accordingly, before designating a carrier as an 
ETC, the Commission must make an affirmative determination that such designation is in the 
public interest, regardless of whether the applicant seeks designation in an area served by a rural 
or non-rural carrier. 

Telrite states that by designating it as an ETC in Arizona, the public interest will be 
served as, by offering two free minutes of use of plans and options, Telnte will provide a 
competitive and affordable Lifeline service to eligible low-income subscribers who might not 
otherwise have access to basic communication services. This service will also allow Arizona 
residents access to larger local calling areas (as compared to traditional wireline carriers), the 
convenience and security afforded by mobile telephone service, the opportunity for customers to 
control cost by receiving a preset amount of monthly airtime at no charge, the ability to purchase 
additional usage in the event that included usage has been exhausted, 91 1 and, where available, 

45 ETCMinimum Requirements Report and Order, 7 40. 
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E91 1 service in accordance with current FCC requirements. Finally, inclusion of Telnte’s 
wireless service in the Lifeline program will serve the public interest by furthering the provision 
of communications service to low-income consumers, who, due to the restrictive credit criteria, 
deposit requirements, and long-term commitments of traditional service providers, are off 
network and are llkely to remain so without any viable alternative. These factors, in addition to 
the increased competitive choice, show that granting Telrite ETC designation is in the public 
interest. 

F. Designated Service Area 

The Commission must establish a geographic area for the purpose of determining 
universal service obligations and support mechanisms for each designated ETC. See 47 U.S.C. 5 
214(e)(2); 47 C.F.R. 8 54.201(b). Telrite requests that the Commission designate it as an ETC 
for service areas in Arizona. Through resale of wireless service provided by AT&T in Arizona, 
Telrite will provide Lifeline service in many zip codes in the State of Arizona, excluding tribal 
lands. 

There are a number of zip codes that encompass both tribal lands and non-tribal lands. 
Some of the tribal lands are served by tribally-owned telephone companies and some of the tribal 
lands are served by non-tribally owned telephone companies. For those zip codes that 
encompass tribal lands, Telrite requested to serve only the non-tribal areas of the zip code. 
Attachment 1 of the Recommended Opinion and Order contains the list of zip co’des to be served 
by Telrite. 

G. Reporting Requirement for Prepaid Wireless Deactivations 

Staff recommends that Telrite be required to provide a quarterly report to the ACC, to be 
filed in docket control as a Compliance item, summarizing the total number of customers with 
periods of inactivity greater than 60 days, but did not cancel service with Telrite, are no longer 
qualified for Lifeline service or who voluntarily deactivate service during that quarter. The 
purpose of this report is to monitor the number of deactivated customers so that Telrite does not 
continue to receive Lifeline reimbursement per handset for these customers every month from 
the Universal Service Administrative Company (“USAC”). In compiling the data for these 
reports, Telrite must comply with 47 C.F.R. §54.405(e)(3), in which the FCC outlines the 
deenrollment policy for non-usage and 47 C.F.R. §54.407(c), in which the FCC defines activities 
that constitute usage. The quarterly report must also include the total number of Lifeline 
customers and, as separate items, the number of customers who voluntarily relinquish their 
Telrite provided Lifeline service, the number of customers who do not annually recertify their 
eligibility for Lifeline services and the number of customers deactivated for 60 days of inactivity. 

4. LINK UP 

In its application, Telrite requested Link Up support. Federal Link Up Assistance pays 
one-half (up to a maximum of $30) of the initial installation fee for a traditional, wireline 
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telephone or activation fee for a wireless telephone for a primary residence. It also allows 
participants to pay any remaining amount owed on a deferred schedule, interest-fi-ee. 

In the Lifeline Reform Order, the FCC eliminated the Link Up program, effective April 
1, 2012, with the exception ETCs serving Tribal lands.46 Telrite will not be providing Lifeline 
service on Tribal lands. Given the FCC’s elimination of the Link Up program on non-tribal 
lands, Telrite’s Link Up support request is moot and no longer needs to be addressed by this 
Commission. 

5. STAFF RECOMMENDATIONS 

In addition to the conditions set forth by the FCC, Staff recommends Telnte’s 
Application for designation as an ETC be granted subject to the following conditions: 

1. Telrite shall file a tariff, in this docket, setting forth the rates, terms and conditions for its 
Lifeline service within thlrty (30) days of a Commission Order in this matter; 

2. Telrite shall notify the Commission of any future changes to its rates, terms and/or 
conditions regarding its Lifeline offerings and file such changes in its tariff and amend its 
tariff in compliance with A.R.S. 5 40-367; 

3. Telrite shall make available Lifeline services to qualifying low-income applicants in its 
ETC service area no later than ninety (90) days after a Commission decision and 
concurrently notify the Commission, by making a filing in Docket Control, in this docket, 
of the commencement date for such services; 

4. Telrite shall apprise the Commission of any customer complaints that may arise from its 
ETC service offerings by making a filing in Docket Control in this docket; 

5. Telnte shall provide a regulatory contact to the Commission by making a filing in Docket 
Control in this docket; 

6. In the event that Telrite requests to relinquish its ETC status and no longer provide 
Lifeline services, it must provide notice to both the Commission and its customers. Such 
notice(s) shall be in accordance with A.A.C. R14-2-1107; 

7. Telnte shall submit in Docket Control an annual report by April 15th of each year, 
beginning April 15, 2014, that contains its total number of Lifeline subscribers, total 
amount of Federal USF support received and an affidavit stating that the Lifeline 
discounts or the equivalent are equal to the amount of total Federal USF support per line. 
The annual filing shall be submitted as a compliance item in this docket; 

46 See Lifeline Reform Order, 1245 and footnote 652. 
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8. Telnte shall submit in Docket Control as a compliance item. in this docket, a quarterly 
report detailing the total number of Lifeline customers, the total number of customers 
removed fiom the customer base due to 60-day inactivity, the number of customers 
removed fiom the customer base due to annual verification and the total number of 
customers who voluntarily relinquished Lifeline service. In compiling the data for these 
reports, Telnte must comply with 47 C.F.R. §54.405(e)(3), in which the FCC outlines the 
deenrollment policy for non-usage and 47 C.F.R. §54.407(c), in which the FCC defines 
activities that constitute usage. The quarterly report should be submitted as a compliance 
item in this docket on the 15* of the month following the end of each calendar quarter, 
beginning July 15, 2013, or with the first complete quarter following the offering of 
prepaid Lifeline calling plans, whichever is earlier; 

9. In the event of a transfer of control that involves Telrite, a new ETC petition shall be filed 
with the Commission. This will ensure ETCs undergoing reorganization remain 
financially viable and able to provide the supported services throughout the designated 
service areas as originally approved by the Commission; and 

10. Tehte shall not expand its Lifeline service beyond the designated service area specified 
in this application, without acquiring ETC designation fiom the Commission to serve the 
additional area. 

Steven M. Olea 
Director 
Utilities Division 

SM0:LLM:smsWS 

ORIGINATOR: Lori Morrison 
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IN THE MATTER OF THE APPLICATION 
OF TELRITE CORPORATION DBA LIFE 
WIRELESS FOR DESIGNATION AS A 

TELECOMMUNICATIONS CARRIER IN 
THE STATE OF ARIZONA (LOW INCOME 

WIRELESS ELIGIBLE 

ONLY). 

DOCKET NO. T-04288A-11-0405 

DECISION NO. 

ORDER 

Open Meeting 
February 12 and 13,2013 
Phoenix, Arizona 

BY THE COMMISSION: 

FINDINGS OF FACT 

INTRODUCTION 

1. On November 8, 2011, Telrite Corporation dba Life Wireless (“Telrite”) filed an 

Application requesting designation as an Eligible Telecommunications Carrier (“ETC”) pursuant 

to section 214(e)(2) of the Communications Act of 1934 (the “Act”) and the rules of the Federal 

Communications Commission (“FCC”), including 47 C.F.R. $3 54.201 and 54.207. In its 

Application, Telrite requests the Arizona Corporation Commission (“ACC” or “Commission”) 

designate it as an ETC in certain zip codes, excluding tribal lands, for the purpose of receiving 

federal Universal Service Fund (“FUSF”) support for low-income customers only (i-e., Lifeline’). 

Telrite is not requesting high cost support. 

1 Federal Lifeline Assistance provides discounts on basic monthly service at the primary residence for qualified 
telephone subscribers. The federal support amount provided to the ETC is $9.25. 
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2. On December 26, 2012, the FCC approved Telrite’s Revised Compliance Plan 

(,‘RCPyy) and waived the company owned-facilities requirement. On December 27,2012, Telrite 

filed a copy of the RCP in the docket. 

BACKGROUND 

3. Telrite Corporation is a Georgia corporation with its principal ofices located at 

41 13 Monticello Street, Covington, Georgia 30014. Telrite provides Commercial Mobile Radio 

Service (“CMRS’) tbrough the resale of service of other wireless carriers. Although Telrite is 

certificated to provide resold long distance2 services in Arizona, these services will not be utilized 

in the provision of Telrite’s Lifeline services. Instead, Telrite proposes to provide wireless 

Lifeline services through the resale of CMRS provided by other wireless carriers. Telrite has been 

granted wireless ETC designation in fourteen (14) jurisdictions3 with nine (9) applications pending 

in other jurisdictions,4 excluding Arizona. In the jurisdictions it currently operates, Telrite serves 

over 800,000 wireless  customer^,^ of which over 740,000 are Lifeline customers. Telrite will 

provide wireless service through a “virtual network” consisting of services obtained fiom licensed 

wireless network operator AT&T Wireless (“ATc!~T”)~ and does not own or operate any of its own 

wireless facilities. Telrite’s arrangement with AT&T enables it to offer services wherever the 

underlying wireless camer offers service in the State of Arizona. Both non-rural and rural 

incumbent local exchange camers (“ILECs”) provide wireline service within these areas. For its 

proposed designated service area, Telrite provided a list of zip codes in which it will provide 

service and identified the ILEC(s) serving each zip code in Exhibit A of the Application. 

. . .  

. . .  

. . .  

Decision No. 6781 2, issued May 5,2005. 
Arkansas, Georgia, Illinois, Indiana, Louisiana, Maine, Maryland, Minnesota, Missouri, Oklahoma, Rhode Island, 

Idaho, Kansas, Michigan, Mississippi, New Jersey, Pennsylvania, Utah, Washington and Wisconsin. 
Response to Staff Data Request STF 2.1. 

South Carolina, West Virginia and Puerto Rico. 
4 

6Application, Page 10, line 4 and response to Staff Data Request STF 1.24. 
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4. On February 6, 2012, the FCC released an Order in FCC 12-11, Lifline and Link 

Up RejZrm and Modernization (“Lifeline Reform Order’y7, in which the FCC -adopted 

:omprehemve reforms to the low-income program to revise and modernize the Lifeline service 

requirements and implement measures to address fraud, waste and abuse of the WSF. Within that 

Order, the FCC found that a grant of blanket forbearance of the requirement that an ETC use its. 

~ w n  facilities (“the facilities requirement”) subject to certain public safety and compliance 

Dbligations, was appropriate for carriers seeking to provide Lifeline-only service. * Specifically, in 

the Lifeline Reform Order, the FCC states it will conditionally grant forbearance fkom the Act’s 

Section 214(e)( 1)(A) facilities requirement to all telecommunications carriers seeking Lifeline- 

mly ETC designation, subject to the. following conditions: (1) compliance with certain 9 1 1 and 

znhanced 91 1 (E91 1) public safety requirements; and (2) FCC Wireless Competition Bureau 

zpproval of a compliance plan providing specific information regarding the carrier and its service 

Dfferings and outlining the measures the carrier will take to implement the obligations contained in 

the Order.g 

5 .  On March 12, 2012, Telnte submitted its initial Compliance Plan to the FCC in 

order to benefit from the “blanket forbearance” of the own-facilities requirement used to provide 

Lifeline services. Since its initial filing, Telrite has submitted numerous revisions to its RCP, 

making changes as the result of discussions with FCC Staff. Telrite filed its l as tba l  RCP 

December 19, 2012. On December 26, 2012, in DA 12-2063, the FCC issued a Piiblic Notice” 

approving Telrite’s December 19,2012 Revised Compliance Plan. 

. . .  

’ In the Matter of Lifeline and Link Up Reform and Modernization, Report and Order and Further Notice of Proposed 
Rulemaking, WC Docket No. 11-42, FCC 12-1 1, released February 6,2012 (‘Zifeline Reform Order”). 

Ibid., atparas. 368-381. 
See id. at paras. 373 and 389. Subsequently, the Bureau provided guidance for carriers submitting compliance plans 

pursuant to the Lifeline Reform Order. Wireline Competition Bureau Provides Guidance for the Submission of 
Compliance Plans Pursuant to the Lifeline Reform Order, WC Docket Nos. 09-197 and 11-42, Public Notice, 27 FCC 
Rcd 2186 (Wireline Comp. Bur. 2012). 
lo See ”Wireline Competition Bureau Approves the Compliance Plans of AirVoice Wireless, AmeriMex 
Co1TIIT1Unications7 Blue Jay Wireless, Millennium 2000, Nexus Communications, Platinumtel Communications, Sage 
Telecom, Telrite and Tescape Communications, Public Notice from FCC Wireline Competition Bureau, WC Docket 
Nos. 09-197 and 11-42 (rel. December 26,2012). 
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REQUIREMENTS FOR DESIGNATION AS AN ETC AND GLOBAL’S COMPLIANCE 
WITH THE REQUIREMENTS 

6. Designation as an ETC makes a carrier eligible to receive federal universal service 

Funds. The requirements for designation of ETCs are specified by federal law in 47 U.S.C. 5 
214(e)( l), which states: 

“A common carrier designated as an eligible telecommunications carrier under paragraph 

(2) or (3) shall be eligible to receive universal service support in accordance with section 

254 and shall throughout the service area for which the designation is received (A) offer 

the services that are supported by Federal universal service support mechanisms under 

section 254(c), either using its own facilities or a combination of its own facilities and 

resale of another carrier’s services (including the services offered by another eligible 

telecommunications carrier); and (l3) advertise the availability of such services and the 

corresponding charges using media of general distribution.” 

7. 

. . .  

In order to be designated as an ETC, a carrier must offer Lifeline service to all 

palifymg low-income customers within its service area. l 1  Lifeline service provides basic 

:elephone service, typically by passing on discounts to monthly telecommunications charges. As a 

wireless reseller of prepaid wireless service, Telrite is proposing to offer qualified customers a fiee 

nandset and the choice of either a free prepaid minutes calling plan, of which there are two 

3ptions,12 or applying a Lifeline discount for Telrite’s unlimited voice calldtext messaging 

monthly prepaid retail plan. 

8. As inlcated above, the FCC granted Telrite forbearance fiom the requirement that 

it provide service using its own facilities or a combination of its own facilities and resale of 

mother carrier’s service and also any criteria related to facilities build out plans. Telrite would be a 

, . .  

47 C.F.R. $0 54.405 and 54.411(a) 
l2 See RCP, pages 22-24. Telrite is offering Lifeline customers a choice of 125 free monthly voice minutes/text 
messages with monthly rollover of unused voice minutes/texts messages or 250 free monthly voice minutedtext 
messages with no rollover to Lifeline customers. Text messages for either of these two p l m  are counted at 3 text 
messages per 1 voice minute 

Decision No. 
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ifeline-only ETC, eligible only for Lifeline support and must meet all the other criteria required 

IfETCs. 

A. 

9. On December 23, 2011, the FCC adopted and released an Order on 

teconsideration, in which the FCC modified, on its own motion, the definition of “voice 

elephony”, as adopted in the USF/ICC Transformation 0 ~ d e r . l ~  In that Order, the FCC reduced 

ts former list of nine supported services to four supported services and amended 47 C.F.R. 6 
i4.101 to specify the “voice telephony services” supported by federal universal service support 

nechani~ms.’~ 

OFFERING THE SERVICES DESIGNATED FOR SUPPORT 

10. 47 C.F.R. 5 54.101, sets forth the services that a carrier must offer in order to 

The services and Telrite’s response to the eceive Federal universal service fund support. 

rovision of each service are as follows: 

(a) Voice grade access to the Public Switched Network. “Voice grade access to the 
Public Switched Network” is defined as a functionality that enables a user of 
telecommunications services to transmit voice communications, including signaling the 
network that the caller wishes to place a call, and receive voice communications, 
including receiving a signal indicating there is an incoming call. For purposes of this 
Part, bandwidth for voice grade access should be, at a minimum, 300 to 3,000 Hertz. 
Telrite stated5 its services include voice telephony services that provide voice grade 
access to the public switched network. 

(b) Local usage. “Local usage” means minutes of use for local exchange service, 
prescribed by the Federal Communications Commission, provided free of charge to end 
users. Telrite states16 its service offerings provide customers with a preset number of 
minutes of use for local service at no charge to the customer and the current Lifeline 
offerings include packages that can be used for local and domestic toll service. 

3 See In the Matter of Connect America Fund, A National Broadband Plan for Our Future, Establishing Just and 
Peasonable Rates for Local Exchange Cam’ers, High-Cost Universal Service Support, Developing an Unified 
‘ntercam’er Compensation Regime, Federal-State Joint Board on Universal Service, Lifeline and Link-Up, Universal 
Yemice Reform-Mobility Fund, WC Docket No. 10-90, GN Docket No. 09-51, WC Docket No. 07-135, WC Docket 
\To. 05-337, CC Docket NO. 01-92, CC Docket No. 9645, WC Docket No. 03-109, WT Docket No. 10-208, Order on 
Ceconsideration, FCC 11-189 (rel. Dec. 23,201 1) (USFLCC Transformation Order on Reconsideration) at para 3. 
14 Id. at para. 78; see also id. App. A at 536 (revising section 54.101(a) of the Commission’s rules); see 76 FR 73830, 
73870 (Nov. 29,2011) (revising 47 C.F.R. 0 54.101(a) with an effective date ofDecember 29,2011). 
‘5 See Application, Page 12, lines 1-3 and RCP, Page 25. 
‘ 6  Bid, lines 9-16 and RCP, Page 25. 

Decision No. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

162 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Page 6 Docket No. T-04288A-11-0405 

(c) Access to emergency services. “Access to emergency services’’ includes access to 
services, such as 9 11 and enhanced 91 1, provided by local governments or other public 
safety organizations. 91 1 is defined as a service that permits a telecommunications user, 
by dialing the three-digit code “91 l”, to call emergency services through a Public Safety 
Access Point (“PSAP”) operated by the local govemment. “Enhanced 9 11” is defined as 
911 service that includes the ability to provide automatic numbering information 

which enables the PSAP to call back if the call is disconnected, and automatic 
location identification (“ALP’), which permits emergency service providers to identify 
the geographic location of the calling party. “Access to emergency services” includes 
access to 91 1 and enhanced 91 1 services to the extent the local government in an eligible 
carrier’s service area has implemented 911 or enhanced 911 systems. Telrite states17 it 
will provide access to emergency services provided by local government or public safety 
officials, including 91 1 and E9 1 1 where available. 

(d) Toll Limitation for Qualifymg Low-Income Consumers. “Toll limitation denotes 
either toll blocking or toll control for eligible telecommunications carriers that are 
incapable of providing both services. For eligible telecommunications carriers that are 
capable of providing both services, ‘toll limitation’ denotes toll blocking and toll 
control.”’8 In the Lifeline Reform Order the FCC relieved ETCs of the obligation to offer 
toll limitation services if their Lifeline offering does not distinguish in the pricing of toll 
and non-toll calls.” Telrite’s wireless prepaid calling plans do not distinguish between 
non-toll (i.e. local) and toll calls. Telrite’s prepaid plans include a specific number of 
minutes that cannot be exceeded. Therefore, customers cannot incur any charges for 
excessive toll calling or be disconnected for non-payment. 

1 1. In its application, Telrite states it has the ability to provide all the supported services 

md functionalities required in the proposed ETC designated service area to all subscribers taking 

service under its Lifeline plan through arrangements with its underlying carrier. Based on the 

ibove information and explanations, Staff believes that Telrite meets this ETC designation criteria. 

B. ADVERTISING OF SUPPORTED SERVICES 

12. 47 U.S.C. 5 214(e)(l)(B) requires a common carrier designated as an eligible 

:elecommunications carrier to advertise the availability of such services and the corresponding 

;barges using media of general distribution. Telrite states it will advertise the availability of its 

Lifeline services and the charges for its Lifeline services using media of general distribution.20 

Specifically, Telrite will advertise its Lifeline program through community outreach events with 

l 7  See Application, Page 13, lines 7-13 and RCP, Page 25. 

l 9  Lifeline Reform Order, 7238. 
2o Application, Page 5, lines 16-19 and Page 14, lines 15-23 and Response to StaffData Request STF 2.4. 

47 C.F.R 54.400(d). 
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local churches, charities, and community groups, televising public service announcements21 and 

will also market through its website.22 Telrite will announce and advertise telecommunications 

services as an ETC where it provides service in its Service Area and will publicize the availability 

of Lifeline services in a manner reasonably calculated to reach those likely to qualify for those 

 service^.'^ Advertisements will be both English and S~anish.2~ Telrite submitted examples of 

prior relevant advertisements to Staff. In addition, Telrite submitted examples of its 

advertisements in Exhibit C of its RCP to the FCC. 

13. Based on the information above and Telrite’s advertising materials provided to 

Staff, Staff concludes that Telrite will advertise the availability of its supported services and the 

corresponding charges using media of general distribution as required by 47 U.S.C. 6 
214(e)(l)(B). Staff believes that Telrite meets this ETC designation criteria. 

C. ADDITIONAL ETC REQUIREMENTS 

14. In addition to the requirements listed above, the FCC adopted, in the Lifeline 

Reform Order, comprehensive reforms to the low-income program to revise and modernize the 

Lifeline service requirements and implement measures to address fraud, waste, and abuse within 

the system. Below are the additional requirements and Telrite’s response to each requirement. 

C.l 

In 47 C.F.R. 0 54.202(a)(l)(i) and (ii), the FCC required the applicant to: 

(i) Certify that it will comply with the service requirements applicable to the 

support that it receives; and 

A Commitment and Ability to Provide Supported Services 

15. 

I! (ii) Submit a five-year plan that describes with specificity proposed improvements 

or upgrades to the applicant’s network throughout its proposed service area. Each 

applicant shall estimate the area and population that will be served as a result of the 

improvements. Except, a common carrier seeking designation as an eligible 

... 

21 Response to Staff Data Request STF 2.4. 
22 Response to Staff Data Request STF 1.44 
23 Application, Page 14, lines 17-20. 
24 Response to Staff Data Request STF 2.2. 
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telecommunications carrier in order to provide supported services only under 

subpart E of this part does not need to submit such a five-year planz5 

Telrite statesz6 it will comply with the service requirements applicable to the 

support that it receives. The requirement directing submissions of a formal network improvement 

plan under 47 C.F.R. 0 54.202(a)(l)(ii) does not apply to Telrite because it is seeking only to 

provide supported services under subpart E of this part, i.e. Lifeline only, and the FCC waived the 

facilities-based requirements for Telrite. 

16. 

17. 

designation criteria. 

Based on the above information, Staff believes that Telrite meets this ETC 

C.2 

In 47 C.F.R. 5 54.202(a)(2), the FCC outlines the requirement that an ETC 

applicant demonstrate its ability to remain functional in emergency situations. Specifically, “an 

applicant must demonstrate that it has a reasonable amount of back-up power to ensure 

functionality without an external power source, is able to reroute traffic around damaged facilities, 

md is capable of managing traffic spikes resulting from emergency  situation^."^^ 

Remain Functional in Emergency Situations 

18. 

19. To demonstrate its ability to remain functional in emergency situations, Telrite 

states28 it provides service in Arizona by reselling the services of its underlying wireless carrier, 

specifically AT&T, in Arizona. Tehte further states that its underlying wireless carriers’ 

networks have implemented state-of-the-art network reliability standards and have the ability to 

remain functional in emergency situations such that Telrite’s service reliability compares favorably 

with that of any facilities-based operator in the wireless telecommunications industry. 

20. Based on the above information, Staff concludes that Telrite has demonstrated its 

xbility to remain functional in emergency situations by maintaining a reasonable amount of back- 

up power. Staff believes that Telrite meets this ETC designation criteria. 

Lifeline Reform Order, 7 386. 
Application, Page 15, lines 3-14. 

15 

26 

” Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, FCC 05-46 (rel. March 
17,2005) (“ETC Minimum Requirements Report and Order’?, Ti 25. 
28 Application, Page 15, lines 16-24 and Response to Staff Data Request STF 2.7(b). 

Decision No. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

’age 9 Docket No. T-04288A-11-0405 

C.3 

In 47 C.F.R. 0 54.202(a)(3), the FCC requires an ETC applicant to demonstrate its 

:ommitment to meeting consumer protection and service quality standards in its appli~ation.~’ The 

;ufficiency of other commitments will be considered on a case-by-case basis. 

Satisfy Consumer Protection and Service Quality Standards 

21. 

22. To demonstrate its ability to satisfy consumer protection and service quality 

;tandards, Telrite states3’ it will satisfy all such standards. Telrite commits to satisfying all such 

ipplicable state and federal requirements related to consumer protection and service quality 

;tandards and will comply with the Cellular Telecommunications and Internet Association’s 

Zonsumer Code for Wireless Service (the “CTIA Code”). In addition, Telrite commits to 

-eporting information on consumer complaints per 1,000 lines on an annual basis consistent with 

he FCC’s USF Order.31 Telrite also commits to use its best efforts to resolve customer complaints 

-eceived by the Commission. 

23. Based on the above information, Staff believes that Telrite meets this ETC 

lesignation criteria. 

C.4 

In 47 C.F.R. 0 54.202(a)(4), the FCC requires a Lifeline-only ETC applicant to 

demonstrate that it is financially and technically capable of providing the Lifeline service in 

Eompliance with subpart E of this part. In the Lifeline Reform the FCC provides guidance 

on specific information to be considered when determining if an applicant meets this requirement: 

Lifeline-Only ETC Applicants - Financial and Technical Capability 

24. 

“. . .Among the relevant considerations for such a showing would be whether the applicant 

previously offered services to non-Lifeline customers, how long its has been in business, 

whether the applicant intends to rely exclusively on USF distributions to operate, whether 

the applicant receives or will receive revenue from other sources, and whether it has been 

subject to enforcement action or ETC revocation proceedings in any state.” 

. . .  

29ETC Minimum Requirements Report and Order, 728. 
30 Application, Page 16, lines 1-7. 
31 FCC 97-157, Universal Service Order (“USF Order”) at 7 4. 
32 See Lifeline Reform Order, 1388. 
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25. Telrite states33 it has been offering Lifeline service to customers since October, 

2010. Telrite also offers several other telecommunication services in addition to its Lifeline 

service. In 201 1, the wireline services offered by Telrite produced substantial net income. This 

revenue was generated fiom more than 30,000 customers of Telrite’s local md long distance 

service, which Telrite has been providing for over 10 years. In sum, Telrite has access to sufficient 

Funds to nm its business and is not solely dependent on reimbursements fiom USF distributions. 

26. In response to Staffs inquiry about complaints, at the state and at the FCC level, 

relrite discussed three incidents.34 First, Telrite was the subject of one complaint in West Virginia 

3y a customer about an alleged receipt of a handset claimed to not have been ordered by the 

;ustomen. This complaint was resolved. Second, Telrite is participating in an FCC enforcement 

mreau inquiry regarding activities of a rogue agent in Missouri. While the investigation has not 

3een formally closed, Telrite states35 that it has provided FCC staff with all requested information, 

including information demonstrating that Telrite has restored all subsidies to the federal universal 

service fund attributable to the fraudulent rogue agent activity. Telrite has also reformed and 

refined its policies, procedures and training to guard against recurrence of such activity in the 

future. Third, Telrite, as a toll reseller providing interstate and information services to residential 

md business customers nationwide, is subject to regulatory obligations which include contributing 

;o the federal Universal Service Fund (“USF’’), the Telecommunications Relay Service (“TRS”) 

Fund, cost recovery mechanisms for North American Numbering Plan (“NANP”) and Local 

Yumber Portability (“LW”) administration, and federal regulatory fees. Following Telrite’s 

mchase of Onestar Long Distance, Inc. in 2004, the Universal Service Administrative Company 

PSAC) referred Telrite to the FCC Enforcement Bureau (“Bureau”) for potential enforcement 

%ction, alleging that Telrite had failed to comply with the FCC’s USF contribution and reporting 

. .  

. .  

’’ RCP, Page 24. 
Response to Staff Data Request STF 1.54. 34 

35 Response to Staff Data Request STF 2.5(a). 
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rules. The Bureau issued Letters of Inquiry to Telrite dated December 15, 2005,36 June 9, 2006,37 

and November 8, 2006,38 seeking information about Telrite’s compliance with its regulatory 

obligations. Telrite submitted responses to the Bureau’s inquiries, and on July 10, 2006, Telrite 

admitted that it had failed to accurately report revenue data on its annual Form 499-A filed in 

March 2006.39 On April 17, 2008, the FCC released a Notice of Apparent Liability (“NAL”) for 

Forfeiture & Order finding Telrite apparently liable for a forfeiture of $924,212.40 Tehte filed a 

Statement Seeking Reduction of Proposed Forfeiture on June 2, 2008:l On April 18, 2012, the 

FCC released an Order42 adopting a Consent Decree between the Bureau and Telrite, in which 

Telrite agrees to develop and implement a Compliance Plan to help ensure future compliance with 

the Communications Laws, including the Federal Regulatory Reporting and Contribution Rules, 

and with the terms and conditions of this Consent Decree. The Order states43 that Telrite has paid 

all invoiced amounts to the USF, TRS Fund, cost recovery mechanisms for NANP and LNP 

administration, and regulatory fees. Telrite also agreed to make a voluntary contribution to the 

United States Treasury in the amount of five hundred and twenty-five thousand dollars ($525,000). 

Other than the NAL and the Order discussed above, Telrite states it has not been subject to any 

enforcement sanctions or ETC revocation proceedings in any state. 

27. Having reviewed Telrite’s financial statements and having found no further other 

instances of regulatory or administrative enforcement actions by the FCC or other regulatory 

agency, based on the above information, Staff believes that Telrite meets this ETC designation 

criteria. 

’%etter from Hillary S .  DeNigro, Deputy Chief, Investigations & Hearings Division, Enforcement Bureau, FCC, to 
Telrite Corporation (Dec. 15,2005) (Initial LOI). 
’’ Letter fiom Hillary S .  DeNigro, Deputy Chief, Investigations & Hearings Division, Enforcement Bureau, FCC, to 
Michael Geoffioy, Corporate Counsel, Telrite Corporation (June 9,2006) (Second LOI). 
38 Letter from Trent Harkrader, Deputy Chief, Investigations & Hearings Division, Enforcement Bureau, FCC, to 
Michael Geoffioy, Corporate Counsel, Telrite Corporation (November 8,2006) (Third LOI). 
39 Letter fiom Michael G. Geoffrey, Corporate Counsel, Telrite Corporation, to Christopher Shields, Enforcement 
Bureau, Federal Communications Commission (July 10,2006). 
40 Telrite Corporation, Notice ofApparent Liability for Forfeiture and Order, 23 FCC Rcd 7231(2008) (NAL)(FCC 

41 Telrite Corporation’s Statement Seeking Reduction of Proposed Forfeiture (June 2,2008). 
42 See Telrite Corporation, File No. EB-05-1H-2348, Order and Consent Decree, DA 12-612 (rel. Apr. 18,2012). 
43 Bid ,  79. 

08-116). 
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C.5 Lifeline-Only ETC Applicants - Terms and Conditions of Lifeline 
Service Plans 

28. In 47 C.F.R. 0 54.202(a)(5), the FCC requires an ETC applicant to submit 

information describing the terms and conditions of any voice telephony service plans offered to 

Lifeline subscribers, including details on the number of minutes provided as part of the plan, 

additional charges, if any, for toll calls, and rates for each such plan. To the extent the ETC offers 

plans to Lifeline subscribers that are generally available to the public, it may provide summary 

information regarding such plans, such as a link to a public Web site outlining the terms and 

conditions of such plans. 

29. Telrite provided Staff with its informational tariffl4 in which it describes the calling 

plans for Lifeline subscribers, including the number of fi-ee minutes in each calling plan, along 

with the terms and conditions of Lifeline service as provided by Telrite. Based on the information 

contained in Telrite’s informational tariff, Staff believes that Telrite meets this ETC designation 

criteria. 

D. 

30. 

STEPS TO LIMIT FRAUD, WASTE AND ABUSE OF THE FUSF 

In the Lifeline Reform Order, the FCC adopted various new measures and revised 

or eliminated other existing measures in order to limit fraud, waste and abuse of the Federal 

Universal Service Fund (“FUSF”). These measures include establishing uniform eligibility criteria 

to qualify for Lifeline services, clarifying the restriction of one Lifeline telephone allowed per 

household, initial certification and annual re-certification of consumer eligibility, establishing a 

national lifeline accountability database to ensure and enforce the one-per-household requirement, 

total elimination of toll limitation support for wireless carriers and a tapered elimination of toll 

limitation support for landline ETCs, elimination of the Link Up subsidy except on federally- 

recognized tribal lands and establishing additional provisions for USAC audits. 

. . .  

44 Response to Staff Data Request STF 1.54. 

Decision No. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Page 13 Docket No. T-04288A-11-0405 

31. In its RCP, Telrite outlines the steps it will take to limit fraud, waste and abuse of 

;he FUSF and to comply with all applicable Lifeline requirements and implement measures to 

xevent fraud, waste, and abuse. 

E. PUBLIC INTEREST DETERMINATION 

32. Under Section 214 of the Act, the FCC and state commissions must determine that 

m ETC designation is consistent with the public interest, convenience and necessity for rural 

u-eas. They also must consider whether an ETC designation serves the public interest consistent 

with Section 254 of the Act. Congress did not establish specific criteria to be applied under the 

mblic interest tests in Sections 214 or 254. The public interest benefits of a particular ETC 

lesignation must be analyzed in a manner that is consistent with the purposes of the Act itself, 

including the fundamental goals of preserving and advancing universal service; ensuring the 

availability of quality telecommunications services at just, reasonable, and affordable rates; and 

xomoting the deployment of advanced telecommunications and information services to all regions 

3f the nation, including rural and high-cost areas.45 Accordingly, before designating a carrier as an 

ETC, the Commission must make an affirmative determination that such designation is in the 

public interest, regardless of whether the applicant seeks designation in an area served by a rural or 

non-rural carrier. 

33. Telrite states that by designating it as an ETC in Arizona, the public interest will be 

served as, by offering two free minutes of use of plans and options, Telrite will provide a 

zompetitive and affordable Lifeline service to eligible low-income subscribers who might not 

otherwise have access to basic communication services. This service will also allow Arizona 

residents access to larger local calling areas (as compared to traditional wireline carriers), the 

convenience and security afforded by mobile telephone service, the opportunity for customers to 

control cost by receiving a preset amount of monthly airtime at no charge, the ability to purchase 

additional usage in the event that included usage has been exhausted, 911 and, where available, 

E91 1 service in accordance with current FCC requirements. Finally, inclusion of Telrite’s wireless 

45 ETCMinimum Requirements Report and Order, ‘I[ 40. 
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service in the Lifeline program will serve the public interest by furthering the provision of 

:ommunications service to low-income consumers, who, due to the restrictive credit criteria, 

ileposit requirements, and long-term commitments of traditional service providers, are off network 

md are likely to remain so without any viable alternative. These factors, in addition to the 

uzcreased competitive choice, show that granting Telrite ETC designation is in the public interest. 

F. DESIGNATED SERVICE AREA 

34. The Commission must establish a geographic area for the purpose of determining 

miversal service obligations and support mechanisms for each designated ETC. See 47 U.S.C. 5 

214(e)(2); 47 C.F.R. 9 54.201(b). Telrite requests that the Commission designate it as an ETC for 

;ervice areas in Arizona. Through resale of wireless service provided by AT&T in Arizona, 

relrite will provide Lifeline service in many zip codes in the State of Arizona, excluding tribal 

ands. 

35. There are a number of zip codes that encompass both tribal lands and non-tribal 

ands. Some of the tribal lands are served by tribally-owned telephone companies and some of the 

ribal lands are served by non-tribally owned telephone companies. For those zip codes that 

:ncompass tribal lands, Telrite requested to serve only the non-tribal areas of the zip code. 

4ttachment 1 is a list of each zip code served by Telrite. 

G. REPORTING REQUIREMENT FOR PREPAID WIRELESS 
DEACTIVATIONS 

36. Staff recommends that Telrite be required to provide a quarterly report to the ACC, 

.o be filed in docket control as a Compliance item, summarizing the total number of customers 

with periods of inactivity greater than 60 days, but did not cancel service with Telrite, are no 

onger qualified for Lifeline service or who voluntarily deactivate service during that quarter. The 

mrpose of this report is to monitor the number of deactivated customers so that Telrite does not 

;ontinue to receive Lifeline reimbursement per handset for these customers every month from the 

Jniversal Service Administrative Company (“USAC”). In compiling the data for these reports, 

relrite must comply with 47 C.F.R. §54.405(e)(3), in which the FCC outlines the deenrollment 

3olicy for non-usage and 47 C.F.R. §54.407(c), in which the FCC defines activities that constitute 
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Isage. The quarterly report must also include the total number of Lifeline customers and, as 

eparate items, the number of customers who voluntarily relinquish their Telrite provided Lifeline 

ervice, the number of customers who do not annually recertify their eligibility for Lifeline 

ervices and the number of customers deactivated for 60 days of inactivity. 

.INKUP 

37. h its application, Telrite requested Link Up support. Federal Link Up Assistance 

lays one-half (up to a maximum of $30) of the initial installation fee for a traditional, wireline 

elephone or activation fee for a wireless telephone for a primary residence. It also allows 

iarticipants to pay any remaining amount owed on a deferred schedule, interest-free. 

38. In the Lifeline Reform Order, the FCC eliminated the Link Up program, effective 

ipril 1, 2012, with the exception ETCs serving Tribal lands!6 Telrite will not be providing 

ifeline service on Tribal lands. Given the FCC's elimination of the Link Up program on non- 

ribal lands, Telrite's Link Up support request is moot and no longer needs to be addressed by this 

:ommission. 

jTAFF RECOMMENDATIONS 

39. In addition to the conditions set forth by the FCC, Staff recommends Telrite's 

Ipplication for designation as an ETC be granted subject to the following conditions: 

A. Telrite shall file a tariff,. in this docket, setting forth the rates, terms and 
conditions for its Lifeline service within thrty (30) days of a Commission Order 
in this matter; 

B. Telrite shall notify the Commission of any future changes to its rates, terms 
andor conditions regarding its Lifeline offerings and file such changes in its 
tariff and amend its tariff in compliance with A.R.S. 9 40-367; 

C. Telrite shall make available Lifeline services to qualifymg low-income 
applicants in its ETC service area no later than ninety (90) days after a 
Commission decision and concurrently notify the Commission, by making a 
filing in Docket Control, in this docket, of the commencement date for such 
services; 

" See Lifeline Reform Order, 7245 and footnote 652. 
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Telrite shall apprise the Commission of any customer complaints that may arise 
from its ETC service offerings by making a filing in Docket Control in this 
docket; 

Telrite shall provide a regulatory contact to the Commission by making a filing 
in Docket Control in this docket; 

In the event that Telrite requests to relinquish its ETC status and no longer 
provide Lifeline services, it must provide notice to both the Commission and its 
customers. Such notice(s) shall be in accordance with A.A.C. R14-2-1107; 

Telrite shall submit in Docket Control an annual report by April 15th of each 
year, beginning April 15, 2014, that contains its total number of Lifeline 
subscribers, total amount of Federal USF support received and an affidavit 
stating that the Lifeline discounts or the equivalent are equal to the amount of 
total Federal USF support per line. The annual filing shall be submitted as a 
compliance item in this docket; 

Telrite shall submit in Docket Control as a compliance item in this docket, a 
quarterly report detailing the total number of Lifeline customers, the total 
number of customers removed from the customer base due to 60-day inactivity, 
the number of customers removed from the customer base due to annual 
verification and the total number of customers who voluntarily relinquished 
Lifeline service. In compiling the data for these reports, Telrite must comply 
with 47 C.F.R. $54.405(e)(3), in which the FCC outlines the deenrollment 
policy for non-usage and 47 C.F.R. $54.407(c), in which the FCC defines 
activities that constitute usage. The quarterly report should be submitted as a 
compliance item in this docket on the 15* of the month following the end of 
each calendar quarter, beginning July 15, 2013, or with the first complete 
quarter following the offering of prepaid Lifeline calling plans, whichever is 
earlier; 

In the event of a transfer of control that involves Telrite, anew ETC petition 
shall be filed with the Commission. This will ensure ETCs undergoing 
reorganization remain financially viable and able to provide the supported 
services throughout the designated service areas as originally approved by the 
Commission; and 

Telrite shall not expand its Lifeline service beyond the designated service area 
specified in this application, without acquiring ETC designation from the 
Commission to serve the additional area. 

CONCLUSIONS OF LAW 

Telrite Corporation is a telecommunications company as defined in A.R.S. $ 40- 

!01(46) and is a “telecommunications carrier” as defined in 47 U.S.C. 5 153(5 1). Telrite is also a 
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-eseller of Commercial Mobile Radio Service as defined in 47 U.S.C. 5 20.3 and A.A.C. R14-2- 

120 l(8). 

2. 

3. 

The Commission has jurisdiction over the subject matter of the application. 

Under 47 U.S.C. 8 214(e)(l), a common carrier that‘is designated as an Eligible 

relecommunications Carrier must, throughout its designated service area, offer the services that 

ire supported by the Federal Universal Service Support mechanisms either by using its own 

Facilities or a combination of its own facilities and resale of another carrier’s services. The carrier 

nust also advertise the availability of such services and the rates for the services using media of 

zeneral distribution. 

4. Under 47 U.S.C. 6 214(e)(2), the Commission must establish the geographic area 

For the purposes of determining universal service obligations and support mechanisms. Telrite’s 

ipplication applies to the service area consisting of each of the zip codes as listed in Attachment 1, 

:xcluding Federally-Recognized Tribal Lands located within the state of Arizona. 

5. Telrite meets the requirements for ETC designation under 47 U.S.C. 6 214 and 

54.201 et seq., subject to Telrite’s compliance with the conditions set forth in Finding of C.F.R. 

Fact No. 39 herein. 

. . .  

. . .  

. . .  

. . .  

. . .  

. . .  

. . .  

. . .  
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ORDER 

IT IS THEREFORE ORDERED that the application of Telrite Corporation fcr 

designation as an Eligible Telecommunications Carrier pursuant to U.S.C. 5 214(e)(l) for the 

purpose of receiving federal universal service support for low-income customers in Arizona, for 

the service area set forth in Attachment 1 attached hereto and incorporated herein by reference, be 

and hereby is approved, subject to Telrite’s compliance with the conditions set forth in Finding of 

Fact No. 39 above. 

IT IS FURTHER ORDERED that if Telrite Corporation does not comply with the 

requirements of Finding of Fact No. 39, its desibation as an ETC may be revoked after due 

process. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY THE ORDER OF Tl3E ARIZONA CORPORATION COMMISSION 

CHAlRMAN COMMISSIONER 

C O W S  SIONER COMMISSIONER COMMISSIONER 

IN WITNESS WHEREOF, I, JODI JEFWH, Executive 
Director of the Anzona Corporation Commission, have 
hereunto, set my hand and caused the official seal of this 
Commission to be affixed at the Capitol, in the City of 
Phoenix, this day of , 2013. 

JODI JERlCH 
EXECUTIVE DlRECTOR 

DISSENT: 

DISSENT: 

SM0:LLM:smsWS 
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Mr. Michael Patten 
Attorney for Telrite Corporation 
Roshka, DeWulf & Patten, PLC 
One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, Arizona 85004 

Mr. Steven M. Olea 
rirector, Utilities Division 
Jizona Corporation Commission 
200 West Washington Street 
hoenix, Arizona 85007 

4s. Janice M. Alward 
lief Counsel, Legal Division 
Jizona Corporation Commission 
200 West Washington Street 
hoenix, Arizona 85007 
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ATTACHMENT 1 
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